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Welcome to Keele University 
 

 
Welcome to Keele University. We are delighted to be hosting the Economic History Society 
conference for the first time in 2018. 
 
Situated in 600 acres of beautiful rural North Staffordshire, Keele was founded in 1949 as the 
University College of North Staffordshire, and was granted university status in 1962. In 
recent years, Keele has ranked first in the NSS for student satisfaction in 2014, 2015 and 
2016, and was awarded Gold in the TEF in 2017.  Although a relatively small university, 
Keele has the largest contiguous campus in Europe, consisting largely of woodland and lakes 
– there are easy and accessible walks from Keele Hall, which I would encourage delegates to 
undertake. In March 2012 Keele’s collection of flowering cherries, comprising over 240 
different varieties, was awarded National Collection status by Plant Heritage. Many of these 
flower between late March and mid-May, so I hope that you are able to view these for 
yourselves during the conference. 
 
Keele is set in the Staffordshire Potteries, the industrial area that is now the city of Stoke-on-
Trent.  In the early seventeenth century, the local availability of clay, salt, lead and coal led to 
North Staffordshire’s rise as a centre of ceramic production.  In 1720 John Astbury of 
Shelton, a local potter, discovered that adding flint powder to local red clay created attractive 
cream ware, leading to an industrial boom in the production of ceramics in the Potteries that 
continued into the nineteenth century. 
 
Though founded in the mid-twentieth century, Keele University campus features much 
nineteenth-century architecture, including Keele Hall, where the 2018 conference banquet 
will be held. Keele Hall is a nineteenth-century mansion house at the heart of Keele 
University campus.  A Grade II* listed building, it originates from a late sixteenth-century 
Tudor style house built by Ralph Sneyd in about 1580.  In 1851 this was replaced by the 
current structure, a mock Jacobean style building designed by Anthony Salvin.  Close to 
Keele Hall, the nineteenth-century stable block now known as the ‘Clock House’ also has 
Grade II listed building status.  The park was landscaped in the mid-eighteenth century by 
William Emes. 
 
The Keele park estate and much of Keele village was, from 1540 until 1949, owned by the 
Sneyd family.  During the English Civil War Keele Hall briefly provided asylum for King 
Charles II after the 1651 Battle of Worcester, and in the Second World War the estate 
provided training facilities for the British Army, until it was sold in 1949 to be used to house 
a higher education institution.  Keele University is the only Higher Education institution in 
England to be named after a village, contributing to confusion over its location. 
 
I hope that you enjoy your visit to Keele, and are able to make the most of the setting of the 
2018 EHS conference by exploring the woodlands surrounding the campus. 
 
 
Siobhan Talbott (Local Organizer) 

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

 

Friday, 6 April 

0900-1030 EHS Publications Committee Meeting Sneyd Room, Keele Hall
1030-1330 EHS Council Meeting Old Library, Keele Hall
1200-1400 Judging of new researcher posters Foyer, Chancellor’s
1200-1700 Registration Foyer, Chancellor’s

 

 1400-1530 New Researchers’ Session I 
I/A The Medieval Economy CBA 0.060 
I/B The Long 18th Century CBA 0.061 
I/C Banking and Financial Markets in the 19th Century CBA 1.077 
I/D Health, Labour and Family CBA 1.081 
I/E Industry and Industrialization CBA 1.098 
I/F Money and Insurance CBA 1.100 
 

 1530-1600 New Researchers’ Poster Session Foyer, Chancellor’s 
 

1530-1600 Tea Exhibition Hall, Chancellor’s
 

 1600-1730 New Researchers’ Session II 
II/A The Early Modern Economy CBA 0.060 
II/B Monetary Policy CBA 0.061 
II/C Trade and Industry CBA 1.077 
II/D Business, Depression and the Labour Market CBA 1.081 
II/E War and the Economy CBA 1.098 
II/F Banks and Monetary Policy CBA 1.100 
II/G Minorities, Migration and Development Subsidies CBA 1.102 
 

1730-1830 Meeting of the Women’s Committee: discussion forum 
on economic history and public history; open to all 

CBA 1.103

1815-1900 Council reception for NRs & 1st time delegates Atrium, Chancellor’s

1900-2015 Dinner Refectory, Chancellor’s

2030-2130 Plenary Lecture: Dr Alannah Tompkins Westminster Theatre, Chancellor’s

    Small bills and petty finance: the economics of the Old Poor Law 

2135-2145 Meeting of new researcher prize committee CBA 0.060

Bar available until late Chancellor’s 
 

Saturday, 7 April 

0800-0900 Breakfast Refectory, Chancellor’s 
 

 0900-1030 Academic Session I 
I/A The Restoration Hearth Tax and the Poor in Marginal Landscapes CBA 0.060 
I/B Social and Commercial Networks CBA 0.061 
I/C UHG Session: New Research in Urban History CBA 1.077 
I/D Migration CBA 1.081 
I/E Gold Standard CBA 1.098 
I/F Innovation and Industrial Revolution CBA 1.100 
I/G Regional Integration CBA 1.102 
 

 1030-1100 New Researchers’ Poster Session Foyer, Chancellor’s 
 

 1030-1100 Coffee Exhibition Hall, Chancellor’s 
 

 1100-1230 Academic Session II 
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II/A England’s Old Poor Law at Local Level CBA 0.060 
II/B Capital and Empire CBA 0.061 
II/C Political Economy and Distributional Effects CBA 1.077 
II/D Whole-population Analysis of the ‘Business Censuses’ of Entrepreneurs CBA 1.081 
II/E Capital Markets CBA 1.098 
II/F Trade and Economic Complexity CBA 1.100 
II/G Trade and Empire CBA 1.102 
II/H Market Integration CBA 1.103 
 

1230-1330 Lunch Refectory, Chancellor’s
 

 1345-1515 Academic Session III 
III/A Labour Markets and Management CBA 0.060 
III/B Prices, Wages and Inequality CBA 0.061 
III/C Working Class Poverty, Thrift and Financial Inclusion CBA 1.077 
III/D Education CBA 1.081 
III/E Great Depression CBA 1.098 
III/F Technological Change and Transfer CBA 1.100 
III/G Trade and Globalization CBA 1.102 
 

 1515-1545 New Researchers’ Poster Session Foyer, Chancellor’s 
 

1515-1545 Tea Exhibition Hall, Chancellor’s
 

 1545-1715 Academic Session IV 
IV/A Fiscal Administration and Public Credit CBA 0.060 
IV/B Trade and Shipping in the Long 18th Century CBA 0.061 
IV/C Land Ownership and Management CBA 1.081 
IV/D Bubbles and Financial Crises CBA 1.098 
IV/E Industry and Innovation CBA 1.100 
IV/F Colonial Legacies in Africa CBA 1.102 
 

1730-1830 Annual General Meeting of the Economic History Society CBA 0.060 

1830-1930 Student Ambassador Network meeting Old Library, Keele Hall 

1930-2000 Conference Reception & Book Launch Salvin Room, Keele Hall 
 (Kindly sponsored by: Keele University, Boydell & Brewer and CUP) 

2000-2200 Conference Dinner Ballroom, Keele Hall 
 

Bar available until late Ballroom, Keele Hall
 

Sunday, 8 April 

0800-0900 Breakfast Refectory, Chancellor’s Building 
 

 0930-1130 Academic Session V 
V/A The Medieval Economy CBA 0.060 
V/B Credit Networks and Contract Enforcement CBA 0.061 
V/C Health and Inequality CBA 1.077 
V/D H&P: Transformational British Budgets – 1853, 1909 and the 1970s CBA 1.081 
V/E National Debt and Central Banks CBA 1.098 
V/F Institutional Change CBA 1.100 
V/G Women’s Committee Session: Early Modern Gender and Space CBA 1.102 
 

 1130-1200 New Researchers’ Poster Session Foyer, Chancellor’s 
 1130-1200 Coffee Exhibition Hall, Chancellor’s 
 

1200-1315 Tawney Lecture: Professor Şevket Pamuk Westminster Theatre, Chancellor’s 
 Uneven centuries: Economic Development in Turkey since 1820 

 

1315-1415 Lunch Refectory, Chancellor’s 
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1315-1415 Publishing Your Work (session for new researchers) CBA 0.061 
 

1415 Conference ends 
 

1430-1700 Optional excursion to Etruria Museum (pre-booking required) 
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Brief guide to conference arrangements 
 

The conference will take place at Keele University.  All residential accommodation, meetings 
and conference sessions will be located on the campus.  A campus plan, with all conference 
venues highlighted, can be found on page xiv. 
 

Conference accommodation on campus 

Residential delegates will be accommodated in single ensuite bedrooms in Holly Cross. 
 

Accommodation check-in for residential delegates 

Residential delegates should please check in at the Chancellor’s Building Main Reception 
(open until 22:00); after 22:00, bedroom keys are available from the Darwin Building (which 
is open 24 hours/day).  If you are arriving after 22:00, it is recommended that you ask your 
taxi to wait until you have collected your key and have it drop you off at Holly Cross. 

If you plan to arrive after 22:00 you should please, in advance, advise Maureen 
Galbraith (ehsocsec@arts.gla.ac.uk). 
 

Bedroom keys will be available from 13:00 onwards. 
 

Accommodation check-out 

It is important that all delegates staying in campus accommodation check out by 09:30 on the 
day of departure unless they have booked additional nights.  Please return bedroom keys to 
Chancellor’s Reception. 
 

Registration 

Registration will take place 12:00 – 17:00 on Friday, 6 April in the foyer of the Chancellor’s 
Building.  The registration desk will be staffed for the duration of the conference. 
 

Alternative accommodation 

Information on local hotels can be found on the conference website: 
http://www.ehs.org.uk/events/annual-conference.html 
 

The Economic History Society does not necessarily endorse any of the hotels listed. 
 

Car parking 

Keele Conference Office recommends that, on arrival, you should park at Chancellor’s 
Building Car Park C3 (map ref G6) and then, if you are staying in campus accommodation, 
drive to and park at Holly Cross (map ref B3).  Parking permits are required for all parking on 
the University Campus; a permit can be provided by Maureen Galbraith in advance of the 
conference, or at registration.  This must be completed and displayed for the duration of your 
stay at the conference. Please note that fines will be issued if parking permits are not 
displayed and for any unauthorized parking. 
 

Book displays 

Publishers’ and booksellers’ displays will be in the Exhibition Hall, Chancellor’s Building. 
 

Meals and Morning Tea/Afternoon Coffee 

Teas/coffees will be served in the Exhibition Hall, and all meals (with the exception of the 
Saturday conference dinner) will be served in the Refectory, Chancellor’s Building.  The 
Saturday conference dinner will be served in the Ballroom, Keele Hall. 
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Receptions and Bar 

The Saturday evening drinks reception will take place in the Salvin Room and the bar for that 
evening will be located in the Ballroom – both of which are in Keele Hall. 
 

Meeting rooms for New Researchers, Academic Sessions etc. 

All meeting rooms will be located in the Chancellor’s Building. 
 

Internet access 

In order to access Wi-Fi, please ask at Chancellor’s Reception for an access code which will 
work throughout your stay.  Wi-Fi is available in buildings across campus. 
 

ATMs and Campus Facilities 

There are cash machines located next to the shops adjacent to the Students Union Building 
(map ref H4).  There is also a campus store, newsagents with post office facilities, and a 
coffee shop in the same area. 
 

Useful contacts 

Chancellor’s Reception: T: +44 (0) 1782 734014 E: chancellors.reception@keele.ac.uk 
Security Emergency: T: +44 (0) 1782 733004 
Maureen Galbraith T: +44 (0) 141 330 4662 E: ehsocsec@arts.gla.ac.uk 
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How to reach Keele University 
Comprehensive information on travel to Keele University, as well as maps, can be found by 
following the links on the conference website at: http://www.ehs.org.uk/events/annual-
conference.html 
 

By Road 

Keele is located between Junctions 15 and 16 on the M6 motorway, and is just west of Stoke-
on-Trent and Newcastle-under-Lyme; halfway between Manchester and Birmingham. 

Satellite navigation users please use the university postcode: ST5 5BG for main visitor 
car parks. 
 

Bus / Coach Routes 

From Stoke-on-Trent train station, ‘First Group’ buses operate (no. 25 service).  The bus stop 
is on your left when exiting the station, on the opposite side of the road (opposite the taxi 
rank). More details can be found on the website: www.firstgroup.com/ 

From Crewe bus station, ‘D&G’ buses (no. 85 service) to Newcastle-under-Lyme 
leaves from the stop to the right of the station entrance towards the roundabout.  The service 
leaves at 5 minutes past the hour (Monday to Saturday), taking about 50 minutes, and stops in 
Keele village or Barnes Hall.  More details can be found on the website: www.dgbus.co.uk/ 
 

By Rail 

The nearest railway stations to Keele are: 
 Stoke-on-Trent (5 miles/8km away) 
 Crewe (12 miles/19km away) 

 

For national train times and enquiries go to: www.nationalrail.co.uk or www.thetrainline.com 
From the train stations you can travel to Keele Campus via bus or taxi.  There is a taxi rank 
outside Stoke-on-Trent and Crewe railway stations.  The journey takes 15-20 minutes from 
Stoke-on-Trent railway station and 20-25 minutes from Crewe railway station. 
 

By Air 

Manchester Airport: Manchester Airport is nearest to Keele and is about 35 miles (56km) 
away.  There are frequent trains from the airport to Manchester Piccadilly station where there 
is a regular service to Stoke-on-Trent railway station.  Alternatively, National Express 
(https://beta.nationalexpress.com/en) operates a direct service to Stoke-on-Trent (Hanley bus 
station) eight times a day. 
 

Birmingham Airport: there is a SkyTrain service from Birmingham Airport to Birmingham 
New Street railway station. From here, trains to Stoke-on-Trent run regularly, about twice an 
hour.  National Express runs a direct coach service from the airport terminal building to 
Stoke-on-Trent (Hanley bus station) three times a day. 
 

Gatwick Airport: take the train go from Gatwick Airport to Victoria Station in London and 
then to Euston via the Underground.  From here catch a train to Stoke-on-Trent.  Or, if 
travelling by coach, there is a National Express coach service from Gatwick to Stoke-on-Trent 
(Hanley bus station). There are numerous services daily but all require a change of coach. The 
journey takes approximately 6-7 hours. 
 

Heathrow Airport: the easiest journey is to use the Airbus service from Heathrow Airport to 
Euston railway station. From here take a train for Manchester Piccadilly that will stop at 
Stoke-on-Trent.  There is also a National Express coach service from the Central bus station 
at Heathrow directly to Stoke-on-Trent (Hanley bus station). 
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The changing role of manorial officers in late-medieval 
and early-modern England, 1300-1600 

 

Spike Gibbs, University of Cambridge 
(asg39@cam.ac.uk) 

Supervisor: Dr Christopher Briggs 
 

The analyses of medievalists and early modernists provide two very different pictures of the 
functions of manor courts. Medievalists, focused on the period before the Black Death, 
primarily present these courts as instruments for a lord to control and extract rent and services 
from his tenants.1 Manorial officers, roles such as presentment juror, reeve and beadle, filled 
by individuals drawn from the lord’s tenants, are seen as vital to this process through their 
role in administering these courts. A shift is perceived to have occurred after the Black Death. 
Demographic decline led to a change in seigniorial policy away from direct management to 
leasing of land, which, combined with the decline of serfdom, meant that lords no longer 
exercised such strict control over their tenants.2 The corollary of this focus is that medievalists 
have seen the manorial court as in terminal decline by the sixteenth century, becoming largely 
a land registry for copyhold tenure. 

Early modernists, conversely, have recently reinterpreted manorial courts as vital 
institutions. The focus, however, is very different in that emphasis is placed on the courts’ 
role in dealing with village problems such as policing petty violence, controlling 
misbehaviour, managing common lands and maintaining infrastructure.3 Courts appear as 
‘little commonwealths’, with officers acting to govern the local community, rather than a tool 
largely for enforcing the rights of a powerful lord over their tenantry. 

A change occurred at some point between the periods 1270-1350 and 1600-1850, with 
a shift from manorial officers being focused on seigniorial concerns, to a new focus on 
community concerns. However, surprisingly few works beyond general surveys have 
explored this transitional phase, and none have examined these issues for the same manor 
across the medieval and early-modern periods. This is despite the clear historical importance 
of this shift in understanding the relationship between lords and tenants, the power of local 
elites to control communities and organize agriculture, and the development of the state. This 
paper thus will address these themes for the period 1300-1600. 
 

Methodology 

The changing role of manorial officers is here analysed in quantitative terms through 
extracting lists of presentments recorded in court rolls, the written records of manorial courts. 
Presentments were the responses of manorial officers, overwhelmingly panels of jurors, to a 
set list of articles given by the lord’s representative at the court.4 They were largely summary 
judgements for set offences, with financial penalties inevitably following presentment. The 

                                                 
1 R.H. Hilton, The English Peasantry in the Later Middle Ages, (Oxford, 1975), 231-4; C.C. Dyer, An Age of 

Transition?: Economy and Society in England in the Later Middle Ages, (Oxford, 2005), 86-9; M. Bailey, 
The English Manor, c.1200-c.1500, (Manchester, 2002) 169-172. 

2 B. Harvey, Westminster Abbey and Its Estates in the Middle Ages, (Oxford, 1977), 148-151, 152-4; Dyer, Age 
of Transition, 96-7; Dyer, ‘The Political Life of the Fifteenth-Century English Village’ in Political Culture 
in Late Medieval Britain, eds. L. Clark and C. Carpenter (Woodbridge, 2004), 144-6; M. Bailey, The 
Decline of Serfdom in Late Medieval England: from Bondage to Freedom, (Woodbridge, 2014), 326-9. 

3 B. Waddell, ‘Governing England through the Manor Courts, 1550–1850’, The Historical Journal 55:2, (2012), 
280, 301-7; C. Harrison, ‘Manor Courts and the Governance of Tudor England’ in Communities and Courts 
in Britain, 1150-1900, eds. C.W. Brooks and M. Lobban, (London, 1997), 43, 59; J. Healey, ‘The Northern 
Manor and the Politics of Neighbourhood: Dilston, Northumberland, 1558–1640’, Northern History 51:2, 
(2014), 221-41. 

4 J.S. Beckerman, ‘Procedural Innovation and Institutional Change in Medieval English Manorial Courts’, Law 
and History Review, 10, (1992), 228-250. 
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system gave considerable agency to presenting officials. Whilst the guiding articles, along 
with punishments for concealment, allowed the lord to control the scope of business, officials 
had room to focus on certain concerns. Therefore, presentments can be used not only as an 
index of how far the lord was using manorial structures, but also of the priorities of the 
tenants who filled offices. 

Presentments are well suited to quantitative analysis. They are largely pro-forma with 
the same types of presentments repeated session-on-session. To investigate change over time 
all presentments were placed into six categories. One issue in categorization was that the lord 
was arguably a beneficiary of all presentments; as the manor court was a seigniorial 
institution, profits of the court accrued to the lord. However, here a distinction has been drawn 
between a primary function and a secondary beneficiary. For example, although presenting an 
inheritance of land ensured the new tenant paid a fine to the lord (providing seigniorial 
revenue) the primary purpose was to ensure the heir could benefit. As a result, this was 
different to a purely seigniorial presentment, such as that enforcing a servile incident. 

Of the six categories, the first, ‘lord’, contains all business directly pertinent to the 
lord and his authority on the manor. It includes the monitoring of servile incidents, trespasses 
in seigniorial property, illicit land transactions outside the court, the lord’s rights to various 
types of forfeit property, collective payments made by tenants, as well as individual rent and 
suit payments. The second category, ‘land’, contains all business relating to tenants’ 
management of land including cases of inheritance and intervivos transfers, although it is 
imperative to remember that this only records transfers presented by officers rather than made 
directly by tenants. The third category, ‘royal’, contains all business related to the leet 
functions of the court. It encompasses peacekeeping, enforcing the assize of bread and ale, 
maintaining royal roads and the tithing system, as well as collective payments to the Crown. 
The fourth category, ‘community’, contains all presentments concerned with the maintenance 
and protection of communal infrastructure. It includes the management of commons, 
maintenance of roads, fences and bridges, trespasses on tenants’ crops and the monitoring of 
bylaws. A smaller category, ‘nuisance’, consists of presentments for petty misbehaviour not 
covered by the royal presentments. An ‘other’ category covers a small set of presentments that 
were either exceptional or functional, and thus do not address the questions asked here. 
 

Case Studies 

The presentments of three case study manors have been categorized. These locations were 
chosen primarily for completeness of record survival between 1300 and 1600, but also to 
encompass a wide range of landscape types, settlement forms and localities (see map). All 
three manors held both baron and leet courts. Whilst the former was the typical manorial court 
with jurisdiction over seigniorial rights and customary land, the leet was a specific jurisdiction 
granted by the Crown, allowing lords to enforce certain aspects of royal law such as petty 
violence and the assizes of bread and ale, the second being legislation monitoring the price 
and quality of these products. 
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Map of Case Study Manors 

 
 

Horstead was held by the Crown and subsequently King’s College, Cambridge. Typically of 
Norfolk, the manor’s boundaries were complex, with a separate portion of the manor being 
located in a neighbouring hundred, which had its own presentment jury. It had a developed 
land market and was subject to increasing engrossment of holdings and enclosure in this 
period, although tenants had rights to significant common pasture until 1599 when common 
rights were extinguished. Little Downham was held by the Bishop of Ely, as part of his 
extensive liberty within the Isle of Ely, which gave him control over aspects of royal 
government within the locality, making him an exceptionally powerful lord. Downham’s 
situation gave the tenants access to large fen commons which were intercommoned with other 
nearby villages. Worfield, was held by the aristocratic lords of Abergavenny and had a 
dispersed settlement pattern, with around 25 separate hamlets all part of the same manor. This 
occasioned a different leet structure, with officers monitoring the role of several separately 
presenting townships. 

Unfortunately, the court rolls are not entirely complete for any of these case studies. 
Large gaps exist for 1336-61 and 1509-51 at Downham, 1300-91 and 1495-1510 at Horstead, 
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and the records are fragmentary before the 1350s at Worfield. There are also small gaps 
within decades as well as damaged manuscripts, which, along with real differences in the 
number of court sessions a year, can change the total number of presentments recorded per 
decade. Here, all decades with any surviving courts have been included; this means that 
changes in the number of presentments between decades should be treated carefully. On the 
other hand, there is no reason why changes in numbers of presentments surviving should have 
affected any category of business differently to others as presentment lists intermingled all the 
different categories. Thus attention should be focused on the changing quantitative 
relationship between categories within the various decades rather than necessarily the raw 
totals, with broad trends rather than precise statistical change being a more valuable measure 
of the role of presenting officers.  
 

Graph 1 

 
Source: Cambridge University Library, Ely Diocesan Records, C11/1/1-3, C11/2/4-6, C11/3/7-11. N=3,431. 

 

Graph 2 

 
Source: King’s College Archives, HOR/26-41, HOR/45, HOR/48-54, COL/376. N=3,382. 
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Graph 3 

 
Source: Shropshire Archive Centre, P314/W/1/1/1-838. N=1,805.  

 

Results 

Graphs 1, 2, and 3 show the results of this analysis. This reveals significant differences 
between manors in the ‘community’ and ‘land’ categories. Whilst at Downham and Horstead, 
‘community’ constituted a significant category of presentments, at Worfield this category was 
considerably smaller. This is partially due to the differing leet structure at Worfield, which 
meant some of this business was presented by individual townships, but also is symptomatic 
of the champion/wood pasture divide. Whilst at Downham and Horstead, commons and 
agricultural resources needed to be collectively managed, at the dispersed settlement of 
Worfield land use was organized at the smaller sub-level of the hamlet or perhaps even by 
individuals, leading to a differing function for manorial officials.  

‘Land’ accounted for virtually no presentments at pre-Black Death Downham and 
Worfield, but grew at the latter manor to account for a substantial amount of business from 
the 1380s, and became the first or second largest category of business from the 1460s 
onwards. Similarly, at Horstead land business accounted for a substantial part of the total 
presentments throughout the period examined, driven by Norfolk’s developed market in 
customary land. At fifteenth-century Downham, whilst the number of land presentments had 
grown, they were at a relatively small proportion in comparison with other types of business. 

Beyond these local variations, there are universal trends. At all three manors, by the 
end of the sixteenth century, ‘land’ presentments had become more prominent. This was the 
highest category at Worfield from the 1570s onwards and the second greatest category at 
Horstead for most sixteenth-century decades. It became a more prominent, if still 
overshadowed category for the 1550s-1570s at Downham, whilst the seven surviving sessions 
for the 1580s consisted solely of ‘land’ presentments. This suggests the work of manorial 
officers was converging towards being focused on land transfer, a picture that agrees with the 
view that copyhold was the main vestige of the manorial system that survived into the early-
modern period. However, this had not occurred before the beginning of the seventeenth 
century, suggesting manorial officeholding had not simply become about monitoring 
landholding by 1600. 

A second common pattern was the sustained proportional decline of both ‘royal’ and 
‘lord’ presentments in the sixteenth century. ‘Royal’ presentments declined first, falling from 
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the 1510s at Horstead and the 1520s at Worfield. At Downham, this category remained more 
robust; whilst there was some decline, the 1570s saw limited resurgence in these 
presentments. ‘Lord’ presentments declined in the second half of the sixteenth century, with 
presentments at a far smaller proportion from the 1560s at Horstead, 1570s at Worfield, and, 
as far as the surviving court rolls reveal, from the 1550s onwards at Downham if not earlier. 
At Worfield there had been an earlier proportional dip for the 1470s-1490s, but seigniorial 
presentments began to rise proportionally from the 1510s. 

Examination of the subcategories that make up the ‘lord’ and ‘royal’ groupings reveal 
that a winnowing in the types of business being presented account for their decline. Whilst the 
‘lord’ category saw significant differences between the three case studies, a trend seen at both 
Horstead and Downham was reduction in presentments for damaging and trespassing in the 
lord’s crops. These disappeared at both manors from the 1440s onwards, reflecting the change 
from direct management to leasing. 

An even more significant change was the ending of presentments connected to servile 
incidents. This acts as a useful measure of how far officials were working for the lord against 
the interests of the tenants. There are local differences but at all three manors presentments 
concerning marriage fines stopped being made from the 1510s onwards, and those concerning 
serfs living away from the manor from the 1530s, although this latter category was practically 
nonexistent at Worfield. Presentments for failing to perform labour services saw more mixed 
patterns. Whilst they disappeared from Horstead after the 1430s, and were never prominent at 
Worfield, at Downham carrying services were presented as late as the 1570s suggesting a 
more seigniorially orientated function for officers. Overall, however, a shift can be seen 
internally in ‘lord’ presentments away from presenting more direct aspects of lordship, to 
presenting more passive seigneurial sources of revenue, such as monitoring rights to strays 
and forfeited goods, as well as protecting lords’ non-agricultural property. 

A fall in peace-keeping and assize of bread and ale presentments explain the overall 
decline in ‘royal’ presentments. The former category fell to one per decade at Horstead from 
the 1560s onwards, and declined at a less extreme rate at Downham for the 1550s-1570s. At 
Worfield and Horstead, assize presentments declined from the turn of the sixteenth century, 
whereas at Downham these were maintained, explaining the slightly divergent patterns in 
overall royal presentments seen between these manors. 

The rise in ‘land’ presentments at Horstead from the 1410s, and Downham from the 
1550s, was driven by an increasing number of land transfers made outside the manor court. 
These gave tenants more control over their real estate, allowing them to transfer to specific 
beneficiaries on their deathbed, and to sell land outside of court sessions, but had to be 
officially ratified by presentment. At Worfield, land transfers were handled separately, and a 
largely stable pattern of land presentments established from the 1380s was driven by regular 
inheritance. 

‘Community’ presentments at Downham and Horstead were maintained across the 
period due to sustained interests in preventing overstocking, excluding non-tenants from 
commons, and ensuring the scouring of ditches and repairing of roads, with largely the same 
proportions of presentment subcategories seen in all decades. One difference was the 
enactment of several bylaws at Downham, which focused presentments on new issues such as 
controlling the supply of harvest labour, and matching allocations of fenland resources to 
tenancy sizes, innovations that were not made at Horstead.  
 

Conclusions 

Undeniably, there was an absolute decline in presentments made in the case-study courts 
1300-1600, during a period, for the sixteenth century, of population growth. To some extent, 
therefore, the pessimistic medievalists are correct, the work of manorial officers, and the 
courts that gave them authority, did decline from the heights of c.1300. However, an 
examination of the balance of presentments between categories within this decline suggests a 
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more nuanced picture. Whilst each manor was different, the pattern established at each by the 
late fourteenth century was largely the same in the early sixteenth century. It was the 1500s, 
not the 1400s, which saw drastic, and permanent, change in function, and lords remained 
invested in the manorial system for longer than often stated. From the 1510s onwards, a 
process of winnowing led to the categories of ‘lord’ and ‘royal’ becoming smaller across the 
board whilst those presentments focused on community and land were maintained at levels 
similar to that of the late fourteenth century. Officers had a sustained role in policing local 
communities at Horstead and Downham, and only Worfield resembles a land transfer-focused 
seventeenth-century manor. 

These changes must have drastically changed the position of officers, and especially 
jurors. Whilst the fourteenth-century juror at Downham and Horstead can be seen as 
performing, whether willingly or unwilling, a position serving his lord, and even his King, the 
juror of the late sixteenth century cannot be seen as primarily a seigniorial servant. The fact 
that presentments were maintained in the ‘community’ and ‘land’ categories demonstrates that 
local elites were heavily invested in manorial office holding as a method to govern 
communities. This went far beyond external pressures from crown and lord, and pre-figures 
the governing structures of the early-modern parish. The evidence, therefore, suggests a 
persistent role for the manor court, which was clearly a flexible and still vital institution in 
local affairs in 1600. 
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Wine prices in Anglo-Gascon trade, c.1337-c.1460 
 

Robert Blackmore, University of Southampton 
(rab1e15@soton.ac.uk) 

Supervisors: Professor Anne Curry & Dr Craig Lambert 
 

Medieval Gascony, part of the English-held duchy of Aquitaine (1152‒1453), was almost 
entirely specialized in viticulture and the trade in wine. The geography and geology of the 
region permitted production of little else, and so the duchy was dependent on earnings from 
exports for the purchase and import of food, cloth and other goods from distant markets: 
principally the kingdom of England. 

No serious examination of the price of wine in Gascony and its relevance in 
international trade has yet been attempted. There has been some limited tabulation of 
wholesale prices in Gascony by Boutruche (1947), as there was for England by James (1971). 
Their analysis was inadequate: both considered rising costs and the disruption of supply by 
war, plague and famine to be the only significant drivers of price.5 This paper aims to provide 
a better understanding of price trajectory and re-examine the possible factors that influenced 
fluctuations. 
 

I 

The dataset presented in this paper consists of 150 wholesale prices in Bordeaux and 
Libourne, dated between 1337 and 1466, sourced from: the accounts of the archbishops of 
Bordeaux; those of the city’s constables and jurade; and of the confrérie of Saint-Michel. 
Others come from the handful of surviving agreements between merchants: notarized 
documents such as bills of sale or lading; or recognizances for debts outstanding.  

Approaching prices is beset with problems. The chief difficulty is self-evidently the 
small size of the dataset which reflects the limited surviving sources. It is also heavily 
weighted towards Bordeaux: 138 (92 per cent) observations relate to exchanges in the capital. 
This reproduces the relative importance of the city and port: between 1353 and 1445 English 
merchants were barred from buying anywhere other than there or Bayonne.6  

Unfortunately, just 26 (17.33 per cent) provide specific dates within a given year, 
though even this is sufficient to indicate strong seasonal variation. Prices were lowest in late 
autumn and early winter, then from the late spring to early autumn they were about 50 per 
cent higher. It is likely those without a date were from the first period, since the market was 
most active in November and December: in these two months alone, over half the year’s 
transactions took place in Bordeaux.7 

Dependable medieval quantitative units are scarce. In this market these were in theory 
the same as those also traded in England: the tun (or ton), notionally a large barrel with a 
volume of 252 statutory English gallons, estimated by Renouard (1953) as c.900 modern 
litres; and the pipe, at 126 gallons.8 Constantly re-issued regulations in England required that 
volumes specified by statute be enforced by officials.9 That these represent actual barrels has 
been disputed, most recently by Lavaud (2013).10 Instead it is suggested that the tun 
                                                 
5 Boutruche (1947), pp. 150-152; James (1971), pp. 19-31, 37, 60‒69. 
6 Statutes of the Realm (hereafter SR), 1 (London, 1810), p. 331 (27 Edw. III, st.1, c. 5-7); ibid, 2, p. 343 (23 

Hen. VI, c. 17). 
7 The church and sample of 14 families shipped 54.8% of consignments in these months, calculated by the author 

from the Bordeaux customs records, 1348-1449: The National Archives (hereafter TNA), E 101/167/16; E 
101/170/17; E 101/173/4; E 101/602/3; E 101/180/2; E 101/182/6; E 101/182/6; E 101/183/11; E 
101/184/19; E 101/185/9; E 101/188/14; E 101/190/6; E 101/191/3; E 101/192/1; E 101/194/3; E 
101/195/19. 

8 James (1971) xvi; Renouard (1953), pp. 395-403. 
9 SR, 1, p. 350 (31 Edw. III, st. 2, c. 5); SR, 2, p. 222 (2 Hen. VI, c. 14); p. 313 (15 Hen. VI, c. 17). 
10 Lavaud (2013), pp. 29-42. 
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represented a widely-held unit of account. That in 1445 English merchants specifically 
complained that in Gascony tuns were then being ‘made of smaller measure than the English 
gauge’, suggests some standardization within and between markets was definitely expected 
though hardly guaranteed.11 

Quality could be another difficult variable. Light red ‘claret’ was most expensive and 
most traded (95.3 per cent of transactions); the remainder lower-priced white and dark red 
cheaper still; but no source notes any other quality grade. This suggests that high-priced wine 
was sold only to elites and constituted only a small fraction of the total. Furthermore, short-
lived wholesale price controls in England in 1382/3 allowed merchants a difference of only 
6.9 per cent between the ‘best’ and ‘common’.12 
 

II 

The nominal price was quoted in units of account (livres, sous, deniers) of the livre 
bordelaise, or in francs fixed at 25 sous, in 88 per cent of the dataset. By this measure both 
the mean and median ten-year averages (table 1) fell in the 1350s during the decade after the 
Black Death (1348-9) and thereafter rose, peaking in the first decade of the fifteenth century. 
These fell back somewhat for two decades, increased dramatically in the 1430s, but then by 
the 1460s declined to the same level as the 1340s. 

Using the coefficient of variation (CV) as a rudimentary measure of volatility, it is 
clear that prices throughout the period were prone to considerable fluctuations. Harvest 
success or failure, influenced by weather, war, or demographic catastrophes such as plague or 
famine, can be understood as the cause of sudden shifts in local supply. This can appear to 
explain equivalent price shifts because medieval wine rarely lasted much more than a year, so 
there was little carryover to smooth prices. For example, the yield in one lordship in the 
southern Médoc fell from 12 tuns in 1378 to 6.5 in 1379, and the price for which they were 
sold rose from 20 livres to 37 livres 10 sous per tun over the same period.13 Yet volatility was, 
as Epstein (2000) noted: ‘a function of the efficiency of urban supply structures and the 
elasticity of demand rather than of harvest output’.14 

In Gascony wine was a necessity with inelastic demand, but domestic consumption 
absorbed only a fraction of supply. In northern markets it was a luxury, with ale and later 
hopped-beer viable substitutes; thus demand for exports could be very elastic. This was 
exacerbated by a 1353 bar on English merchants making forward contracts for purchases in or 
outside of Bordeaux, and also irregularly adjusted price controls at retail in England.15 Add to 
this a paucity of other competing export markets during the Hundred Years’ War (1337‒1453) 
and predictably any brief disruptions in supply disproportionately affected the scale of 
overseas trade; and with that much of the Gascon economy.16 

                                                 
11 TNA, SC 8/199/9901. 
12 ‘Richard II: November 1381’, item 107, in Parliament Rolls of Medieval England, (ed.) Given-Wilson et al., 

British History Online; SR, II, p. 18-19 (5 Rich. II, c. 4). 
13 TNA, E 101/180/9, fos 60, 71v. 
14 Epstein (2000), p. 42. 
15 SR, 1, p. 331 (27 Edw. III, st.1, c. 5-7); for price controls see Davis (2014), pp. 248-250.  
16 The selling of Gascon wine outside England was prohibited in 1356, Calendar of Letter-Books of the City of 

London: G, 1352-1374, (ed.) R.R. Sharpe, (London, 1905) pp. 51-2. 
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Table 1: Wholesale wine (claret) price per tun in the Bordelais 

Decades Obs. 
Nominal P Sterling P 

Mean (l.) Median (l.) CV (%) Mean (£) Median (£) CV (%) 
1340-9 5 16.44 17.30 29.62 1.10 1.15 29.09 
1350-9 7 12.91 12.00 30.98 3.40 3.12 45.88 
1360-9 11 20.57 25.00 35.15 4.11 5.00 35.28 
1370-9 17 22.72 18.00 48.64 3.03 2.40 48.51 
1380-9 14 21.57 20.00 30.74 2.88 2.67 30.56 
1390-9 1 23.13 23.13  3.08 3.08  
1400-9 20 30.47 33.13 45.62 4.06 4.42 45.57 
1410-9 15 22.87 23.75 21.82 2.34 2.38 24.36 
1420-9 28 25.00 25.40 31.24 2.50 2.54 31.20 
1430-9 12 36.43 32.50 39.28 3.64 3.25 39.29 
1440-9 5 26.00 30.00 35.54 2.23 2.45 34.08 
1450-9 3 19.22 20.00 32.31 1.51 1.57 32.45 
1460-9 4 16.35 16.46 13.58 1.28 1.29 13.28 

Sources: Archives départementales de la Gironde (hereafter ADG), G 310; G 503; G 2280; G 2302; H 735; H 
736; H 1187; 3 E 4807; TNA, E 101/179/9; E 101/179/14; E 101/180/9; E 101/182/10; E 101/182/9; E 
101/185/11; E 101/187/12; E 101/189/6; E 101/189/8; E 101/189/12; E 101/192/8; E 101/691/3; E 354/67; E 
363/21; E 364/27; E 364/67; Archives historiques du département de la Gironde (hereafter AHG), XXI (1881), 
pp. 8, 100-101, 217, 390-1, 447, 461, 651; AHG, XXII (1882), pp. 146, 160-2, 287, 336, 356, 372, 378, 420, 
473; Registres de la jurade (hereafter RJ), I, (1873), pp. 21, 165, 271, 275, 281, 285, 354; RJ, II (1883), pp .137, 
276, 339-340, 415-9, 579; Livre des Bouillons, I, p. 558 (no. CLXXIII); Petite chronique, pp. 53-79, at pp. 65-6; 
Malvezin (1892), p. 255; Bernard & Giteau (1963), pp. 179-215, at pp. 192, 194.  
 

Table 2: Official exchange rate 

Period 
Price of pound sterling in 

livres Bordelaise 

1338-1340 12 
1340-1341 15 
1341-1348 20 
1348-1355 5 

1356 3.38 
1357-1370 5 
1370-1413 7.5 
1413-1434 10 
1434-1435 11.25 
1435-1440 10 
1440-1453 12.75 

Sources: TNA, E 101/167/16; E 101/179/9; E 101/179/14; E 101/179/15; E 101/180/1; E 101/180/9,  ; E 
101/182/9; E 101/187/12; E 101/189/6; E 101/189/12; E 101/191/6; E 101/189/8; E 101/189/9; E 101/189/12; E 
101/191/11; E 101/192/8; E 364/51; E 364/55; E 364/59; E 364/63; E 364/67; E 364/70; E 364/75; E 364/84; E 
364/91; E 364/92; Capra (1960) p. 398; Capra (1968); Capra (1979) pp. 139-53; Capra (1957), pp. 417-563; 
Rechenbach (1955), pp. 171, 263-284; Wright (1980), p. 259. 
 

These effects are particularly visible in the 1370s, 1400s and 1430s, when particularly 
unstable prices coincided with invasions by hostile pro-French forces into or near to areas of 
production: by the duke of Anjou in 1370, 1374, 1377-8; duke of Orléans in 1405-8; and by 
Charles [II], lord of Albret and Rodrigo de Villandrando in 1436-9. In the latter case, for 
example, the price was around 50 livres per tun by 1437; more than double the century’s 
mean, despite the enemy being 70 km away. The following year, when they actually invaded 
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the Bordelais and ‘destroyed the country’, mean prices fell slightly.17 Export demand had been 
supressed: the visiting fleet, which had numbered 126 ships during the twelve months from 
Michaelmas (29 September) 1436, declined to 84 the following year and 49 the year after 
that.18 By 1440 prices had crashed back down to 22 livres 10 sous, nearer the average, before 
English merchants began to return. 
 

Figure 1 Mean wholesale wine (claret) price in the Bordelais, converted to sterling 

 
Sources: see tab. 1. 

 

III 

Cyclical variations in the money supply contributed greatly both to long-term price shifts and 
short-term volatility. The lack of a domestic source of silver or gold, combined with 
overspecialization and high demand elasticity created extremely strong price-specie flows. 
Precious metals poured in and out of the economy with fluctuations in the wine trade. 

In the 1350s and early 1360s robust exports and success in war brought in metals, gold 
in particular, and its minting into high-quality circulating coinage caused the livre to 
appreciate and prices in sterling terms to rise dramatically for English buyers.19 This 
development was complained about bitterly in parliament in 1353, 1363 and 1368, though the 
real cause was neither properly understood at the time, nor later by James (1971).20 By 1369, 
this had gone into reverse; the Bordeaux mint closed until the early 1380s, then re-opened at a 
considerably lower level.21 Sterling prices moderated, as they did in England, in part because 
with a more regularly negative balance of payments the stock of metals declined in Gascony. 
This almost doubled the price of silver in less than forty years and collapsed the value of the 
livre.22 By the 1440s it had depreciated 60.78 per cent against sterling at the official exchange 
rate used in the accounts of the English administration (table 2); a rate followed by most 
institutions for valuations on their own books; and at times also a legal requirement for all 
foreign exchange transactions.23 

                                                 
17 Petite chronique, pp. 53-79, at p. 65-6. 
18 TNA, E 101/192/8, fol. 31, 32r. 
19 A large bimetallic ratio of 1:16.32 can be calculated from Brutails (1912), p. 154, compared with 1:11.07 in 

England, see Clark (2003); for a comprehensive study of Gascon mints see Rechenbach (1955). 
20 SR, I, pp. 331, (27 Edw. III, st.1, c.5-7), 379 (37 Edw. III, c.5), 389 (42 Edw. III, c.8); see James (1871) pp. 

19-31. 
21 TNA, E 101/179/9; E 101/179/14; E 101/180/9, fol. 8r, 27r; Wright (1980), pp. 247, 292. 
22 TNA, E 101/180/9, fol. 27r; RJ, II, p. 272. 
23 ADG, G 2302, fol. 94v; AHG, XIII; XXI, p. 390; RJ, II, pp. 28-32, 270-2. 
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Changes were not incremental but instead occurred in a handful of sudden alterations 
to the peg. These did not match alterations to the intrinsic metal content of the coinage the 
livre represented very precisely; rather they were forced interventions to correct serious 
imbalances that had made wine appear artificially expensive and so inhibited exports. As 
such, external devaluations, such as in c.1370, 1413-4 and c.1440, made purchases in 
Bordeaux suddenly cheaper for English merchants, and triggered noticeable increases in 
volumes shipped and falls in English prices.24 Such effects lasted maximum two years before 
Gascon producers and merchants adjusted their nominal prices up to reflect the decline in the 
purchasing power of the livre. 

Though export levels never recovered to pre-1370 levels, occasional export surges 
themselves still pushed up prices. In the 1420s trade brought in enough silver to allow a very 
high level of mint activity during 1423-7 which in turn raised aggregate prices.25 Thereafter 
mint activity declined precipitously in the 1430s, aggravated by war and of the onset of the 
great mid-century bullion famine described by Day (1978) and Spufford (1988).26 By the end 
of the decade it had almost dropped to nothing.27 A shrinking money supply contributed to 
deflated prices in the 1440s and 1450s, though the removal of restrictions on English 
merchants in 1445 and decrease in demand with the final loss of Bordeaux in 1453 would 
both have played their part. 
 

IV 

Some conclusions can be drawn despite the limited dataset available. Increases in volatility 
can certainly be attributed to war with France, yet this was as much a problem of a price 
elastic demand for exports, exacerbated by English regulation, as it was one of supply. In 
addition, monetary factors should be recognized as having a greater impact on the Gascon 
wine trade than has been previously supposed. 
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A crisis in credit? Everyday credit in the Courts of York 
 

Hannah Robb University of Manchester 
(hannah.robb@manchester.ac.uk) 

Supervisor: Dr Georg Christ 
 

‘When something is lent from consumption to another the loan is often accompanied by the 
giving of sureties, and sometimes by the deposit of a gage, sometimes by the pledging of 
faith, sometimes by the security of a charter, sometimes by the security of several of these 
at once.’28 

 

The means by which credit was extended and made legally binding in the fifteenth century 
was varied. In a legal culture centred around oral testimony, spoken contracts validated by 
witnesses and confirmed by ritual were common in the credit market. Yet the discussion of 
credit in the fifteenth century in the northern economy of York has been predicated on those 
formal contracts, the debts and credit of the Merchant Statute and Staple certificates proven 
before the mayor. The decline in credit registered before the Statute over the course of the 
fifteenth century, disappearing from the record by 1470, has been taken as symptomatic of a 
protracted growth in the north of England.29 Accompanied by a narrative of declining wool 
exports and decreasing mint outputs of the York mints in comparison to those in London, 
York seems to support the works of Pamela Nightingale and Nicholas Mayhew attesting to a 
positive correlation between the levels of credit and circulation of coin.30 As the northern 
counties presented a petition in 1423 claiming the unsuccessful re-minting had left ‘the people 
of the north to use defective coin’ merchant credit had dramatically declined and alien 
merchants had disappeared in favour of the trading links in the South.31 The propensity to 
lend was affected by the ability of the borrower to repay and as the coin supply contracted so 
too did the level of credit extended. Rather than functioning as an alternative currency credit 
allowed an inadequate money supply to work to meet the levels of transactions. In charting 
the declining mint outputs in light of a silver shortage on the European continent alongside an 
abandoned mercantile Statute Staple in York the theory identifying the interrelationship 
between credit and coin and a struggling economy in the north geared towards exigent credit 
has remained unchallenged. 

The Statute Staple was, however, just one of multiple courts within York in which credit was 
recorded. The sheriff’s court, which oversaw the administration of the court of common pleas 
in the city, continued to hear pleas of debt in the latter part of the fifteenth century. For the 
two shrieval years for which the account books survive, pleas of debt dominate over instances 
of trespass, detinue and pleas of account. The debts ranged from a mere 8d. to mercantile 
bonds of up to £200, although averages taken from the two court books for pleas of debt 
where amounts are given suggest that the court was used for the reclamation of smaller sums. 
The average sum pursued over the course of the two shrieval years combined, 1478-79 and 
1498-99, amount to £1. 13s. 9 d.32 At a time when the registering of mercantile credit 

                                                 
28 The treatise on the laws and customs of the realm of England commonly called Glanvil, ed. G. D. G. Hall, 

(London, 1965) p. 117. 
29 Pamela Nightingale, ‘The Rise and Decline of Medieval York: A Reassessment’, Past & Present, 206, (2010), 

3-42, pp. 7 and 10. 
30 N. J. Mayhew, ‘The Monetary Background to the Yorkist Recoinage of 1464-1471’, British Numismatic 

Journal, 44, (1974), 62-83, Pamela Nightingale, ‘England and the European Depression of the Mid-
Fifteenth Century’, Journal of European Economic History, 3, (1997), 631-656, Pamela Nightingale, 
‘Monetary Contraction and Mercantile Credit in Later Medieval England’, The Economic History Review, 
4, (1990), 560-575, Martin Allen, ‘The Volume of English Currency, 1158-1470’, The Economic History 
Review, 4, (2001), 595- 611. 

31 National Archives SC 8/85/4211, ‘Petition on the poor quality of coin in northern counties’, 1423. 
32 P. M. Stell, Sheriffs’ Court Books of the City of York 1471-1500, (York City Archives, 1999). 
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agreements in the mayor’s court decreased, the sheriff’s court continued to be utilized as a 
means of recovering debts, though considerably smaller in size. Likewise the ecclesiastical 
courts routinely heard pleas of debt under the guise of pleas of breach of faith, testamentary 
and defamation. Pleas concerning debts account for a substantial proportion of business heard 
before ecclesiastical courts. At the consistory court in York, 19 per cent of total cases heard 
over the course of the fifteenth century and in the lower ecclesiastical courts of the prebendal 
court of Ripon accounts for 22 per cent of the business heard. The archival record for the 
courts held in York minster is however slim. Over the course of the fifteenth century just 300 
cases retain corresponding court material yet an index of the act books suggests a figure 
significantly higher than this was processed through the courts over the course of the 18 years 
for which they account.33 The cases of debt do not allow for a quantitative analysis of credit in 
the church courts but they do allow individual transactions to be reconstructed. These pleas of 
debt reveal the multiple ways in which credit was contracted, by the pledging of faith, 
extension of surety and the exchange of contracts in the fifteenth century credit market, 
casting a light on that undercurrent of informal credit that propped the day-to-day transactions 
of the market. Though based on contracts made binding by spoken oaths and ritual and 
custom, the credit extended was sophisticated. Interest was charged, lenders considered 
profits and advanced payment for sales and made recourse to the formal institutions of the 
court to reclaim unpaid debts. The culture of credit explored through a qualitative reading of 
the ecclesiastical courts in York defies the monetarist notion that the fifteenth century 
witnessed a ‘crisis of credit’ and instead attests to a vibrant and sophisticated credit market in 
the fifteenth century. 

In 1492 Thomas Burgh stood before the Chancery Court of the Archbishopric of York 
accused of failing to pay debts owed to John Birdsall. Six years prior to the case John Birdsall 
had lent £40 to John Burgh who had gone on to lend a portion of the credit, £7 6s. 8d., to 
Thomas Burgh. The interest charged on the loan from John Burgh to Thomas Burgh was to be 
made payable to the original creditor John Birdsall. With the repayment from Thomas Burgh 
not forthcoming, John Birdsall employed Robert Marshall, described as an ‘official operating 
in the port of Kingston Upon Hull’, to collect the debt.34 The credit appears to have been sold 
on to Robert Marshall who was charged with collecting the original credit and in turn was to 
retain half the agreed interest, 33s., with the remainder of the interest being paid to John 
Birdsall. The debt was brought to court as an instance of testamentary. Presumably acting as 
executor to the will of John Burgh, Thomas owed his portion of the debt and the total sum of 
interest, 73s. 4d., still outstanding in the will. Though the case only retains two witness 
statements it reveals a credit market in which interest was charged and at high rates. Despite 
the credit being exchanged between family members, officials operated within the market to 
collect unpaid debts. 

Lending between kin dominates the credit in the cause papers at York. Depositions attest to 
the friendly nature of credit contracts. Agreements are often recalled as having been ‘friendly’ 
and made ‘harmoniously’, sealed by ritual and custom with the pledging of an oath.35 In a 
plea of breach of faith between Thomas Harrison and John Papedy the deal was struck as 
Papedy offered his ‘faithful right hand to Harrison and swore on his ‘good faith and character’ 
before a group of ‘faithful and worthy people’ to repay the 12 shillings.36 The contract was 
‘faithfully made’ and the two men bound in obligation when the creditor, Harrison, returned 
the gesture offering his ‘faithful right hand’.37 However, the credit contracted in the cause 
papers was also focused towards investment. In 1484 Thomas Wright brought Richard Reade 
                                                 
33 David M. Smith., The Court of York 1400-1499 a handlist of the papers and an index to the archiepiscopal 

court books, (Borthwick Texts and Calendars, 29, 2003).  
34 CP. F. 309 Birdsall v. Burgh, testamentary and debt, 11/11/1492, Borthwick Institute of York. 
35 CP. F 210 Thomas Harrison v. John Papedy, breach of faith, Borthwick Institute of York. 
36 CP. F. 210 Harrison v. Papedy. 
37 CP. F 210 Harrison v. Papedy. 
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before the Consistory Court for failure to repay a loan. A middle man in a business agreement 
Reade had failed to secure the delivery of grain to a market stall and was held accountable for 
the missing produce. Those witnesses to the agreement between Thomas Wright and Richard 
Reade declared a familial interest. John Akes was related to the late wife of Thomas Wright, 
Margaret, and John Hunton related to the wife of Richard Reade.38 The obligations described 
in the pleas of debt were presided over in friendly company and sworn between family and 
friends and ‘faithful and worthy men’ and ‘men of great repute’.39 The friendly social 
relations behind credit agreements in the cause papers appear to have exacted a particular 
pressure to repay. When Robert Laton had failed to repay his credit to John Skathelok he was 
approached by Skathelock and the witnesses to the original credit agreement at Fountains 
Abbey. The witnesses ‘faithfully watched’ as Skathelok required that the sum of £13 4 d. was 
satisfied. Under scrutiny Laton claimed he did not wish to ‘conduct bad business’ with John 
and agreed to settle the debt.40 Despite the familial interests and social obligations to repay, 
credit was still often geared towards investment. John Burgh had lent money to Thomas 
Burgh and in so doing had passed on the interest rate set by John Birdsall. The contract 
between Reade and Wright had centred around the establishment of a stall at the market in 
Leonard’s Landing in York. The agreement had been subject to much deliberation and 
discussion and both the money and grain had been inspected before the contract was signed. 
After a wage had been subtracted for Reade and the cost of the grain accounted Wright was to 
receive all profits from the stall. The smaller credits registered within the ecclesiastical courts 
were, like those of the staple, concerned with investment and advanced payment for future 
delivery of goods despite the familial relations behind the agreements. 

There was a complex interplay between those informal sanctions, moral codes and 
behavioural norms, exerted by family, friends and neighbours witness to the agreement and 
the use of formal institutions to enforce the repayment of the debt. When Papedy agreed to 
repay the loan to Harrison he did so before friends in the house of Richard Glover. The same 
group gathered to witness the repayments in the hall of Richard Glover. Yet all was not as 
friendly as it originally seems. Richard Glover was an official to the local Wapentake court, 
acting as treasurer. Though termed a friend to John Papedy he also exerted considerable 
influence and power in his official capacity. When Papedy ‘without legal cause whatsoever 
and on threat of punishment’ retained the final payment of his agreed terms it was ‘to his 
severe danger and to the damage and injury of Thomas and against the community’.41 The 
witnesses gathered together and countersigned a written reminder, a document described as a 
‘demand for monetary fines’, which they delivered to the home of Papedy.42 Despite being 
formulated in custom and ritual and enforced through social pressures exacted by the 
community, the law provided a significant surety when extending credit. When Papedy 
ignored the demand Richard Glover acted in his legal capacity as treasurer to the Wapentake 
court and seized two horses belonging to Papedy to the cover the debt and legal fees. 

The propensity to lend may well have been impacted by the ability of a borrower to repay 
with the available coin but it was also impacted by the social obligation made binding in oaths 
and ritual and the efficacy of the law to reclaim collapsed credit agreements. The Statute 
Staple was just one court in which contracts were registered, those credits sealed by ‘the 
deposit of a gage, sometimes by the pledging of faith, sometimes by the security of a charter, 
sometimes by the security of several of these at once’ can be seen to have persisted in the 
ecclesiastical courts of York despite the decline in minting outputs.43 The extent to which 
these cause papers are representative of the wider credit market is difficult to discern in an 
                                                 
38 CP. F. 266 Thomas Wright v. Richard Reade, Borthwick Institute of York. 
39 CP. F 210 Harrison v. Papedy, CP.F. 266, Wright v. Reade. 
40 CP. F. 216 John Skatheloke vs. Robert Layton, Borthwick Institute of York. 
41 CP. F 210 Harrison v. Papedy. 
42 CP. F 210 Harrison v. Papedy. 
43 Glanvil, p. 117. 
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archive for which evidence is so sparsely preserved and which records only disputed debts 
and not contracted credit. In a plea of testamentary between John Newman and Richard 
Fawcett the case was proved by the presentation of business accounts at court. Richard 
Fawcett, who was acting as executor for his recently deceased father, James Fawcett, was 
accused of failing to repay a debt of £5 6s. 11d. to Richard Newman, acting as executor in the 
will of John Simpson, an amount which totalled those ‘incomplete’ transactions in the family 
business accounts.44 The accounts reveal that James Fawcett had acted as a buyer of grain 
from John Simpson and subsequently sold the grain in smaller portions, predominantly to 
those in his kin group who appeared as recipients of gifts in his inventory. Where wills record 
the standard idiom that executors were to ‘faithfully pay my debts and dispose for my soul as 
to them shall seem most expedient’ it is likely they were supported in the task by some form 
of household accounting similar to that presented before the court by Richard Fawcett.45 
Paper inventories and accounts were presented in the lower ecclesiastical courts though were 
never routinely copied or recorded in the act books or accompanying papers.46 The debt 
litigation of the cause papers is just a small percentage of those credits that were presumably 
recorded in some form of household accounts or drawn up as counter and tallies at the market 
in the fifteenth century. Limiting an analysis of the nature of credit extended or the levels of 
credit in the market to those contracts of the Statute Staple ignores the vital evidence of the 
alternative courts in York in which the smaller credit agreements of investment and sales were 
routinely recorded and the underlying current of credit hinted at in instances such as the case 
of Fawcett and Newman. These cause papers of York suggest that although small scale credit 
was deeply embedded in custom and ritual, borrowers and lenders were wise to investment, 
profit and salaries. Despite a decline in circulating coin by which debt could be paid, credit 
was still extended in the north of England supported by a system of informal social sanctions 
and recourse to the legal courts. 
 

                                                 
44 CP. G. 85 Richard Newman v. Richard Fawcett, breach of faith, 03/05/1508-26/03/1517. 
45 John Savile of Copley, 1459, Vol. II fo. 421., Halifax Wills Part I, 1389-1514, ed. J. W. Clay,  p. 11. 
46 Et praedicti executore introducunt unum inventarium paupiri, vi die mensis Octobris’, 6th October, 1459, ed J. 

T. Fowler, SS Peter and Wilfrid, Ripon, p. 85. 
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The monasteries as a cradle of the profit economy in the 
early modern ‘urban’ society in east-central Europe: a 

case of 17-18th-century Vilnius 
 

Darius Sakalauskas, Vilnius University 
(darius.sakalauskas@yahoo.com) 

Supervisor: Dr Jurgita Verbickiene 
 

Introduction 
Lester Little’s essay ‘Religious Poverty and the Profit Economy in Medieval Europe’47 
brought to life an interesting approach of understanding the urban monasteries, in his case 
Franciscan and Dominican friars. He assumed that those friars could have been instrumental 
in developing and implementing specific Christian ethos which justified the activities of 
merchants, moneylenders, urban craftsmen and in this way encouraged profit economy. 
Furthermore, they even could be seen as the cradle of capitalism in European towns. There are 
some well described cases, like the one in Bruges,48 which more than not supports Little’s 
arguments. 

This paper analyses whether similar patterns existed in Vilnius, a capital city of the 
Grand Duchy of Lithuania (further GLD) in the early modern period, i.e. in the essentially late 
feudal type of economy. The analysis covers the period from the second part of the 
seventeenth century to the end of the eighteenth century: a period from the city’s destruction 
and general economic crises to the abolition of the state in 1795. This paper will focus on the 
Franciscan friar in Vilnius for the following reasons: 1) their convenient residential position 
under the city walls with numerous possessions together with the agricultural estates outside 
the city; 2) strong financial activity; 3) available historical sources. We will examine whether 
Franciscans could be seen as a cradle of profit economy through their practices, motives, 
economic innovations and literacy. This will be done through two main aspects: financial 
dealings and property management practices. 
 

Vilnius economic landscape in the 17-18th c. and the economic model of the Franciscan 
order 

Vilnius economically was a typical crown city in the Polish-Lithuanian Commonwealth and, 
perhaps, in the region. Its economic agents were well constrained by the internal self-
regulation (privileges, guild statutes, etc.) that tried to limit both inside and outside 
competition. Its industrial activity was minimal; the city artisans usually served local needs 
while major economic centres and industrial activity were forming around magnate estates.49 
Furthermore, Vilnius was based quite far away from the main consumption and trade centres 
at the time (Riga, Moscow, Königsberg, Warsaw, Danzig), and even though trade was an 
important feature of the city’s economic activity it never reached the heights of the 
aforementioned cities. The city’s economy in the period was further hindered by an armed 
conflict and a plague in the mid-seventeenth century and the subsequent fires.50 A recovery 
was slow due to the lack of people, available capital for rebuilding, its quick depreciation.51 
                                                 
47 L. Little, Religious Poverty and the Profit Economy in Medieval Europe (Ithaca, N.Y., 1978). 
48 J. Murray, Bruges, cradle of capitalism, 1280-1390 (Cambridge, 2009). 
49 W. Kula, Szkice o manufakturach w Polsce XVIII wieku: cześc pierwsza: 1720-1764; cześc druga: 1764-1780 

(Warszawa, 1956). 
50 E. Meilus, ‘Rusų okupacinė valdžia Vilniuje 1655-1661 m.’, Lietuva ir jos kaimynai: nuo normanų iki 

Napoleono: Prof. Broniaus Dundulio atminimui (Vilnius, 2001), pp. 278-95; M. Łowmiańska, Wilno przed 
najazdem moskiewskim 1655 roku, (Wilno, 1929). 

51 Z. Sadowski, Pieniądz a początki upadku Rzeczypospolitej w XVII wieku (Warszawa, 1964); M. Bogucka, 
‘Kryzys monetarny XVII w.: konsekwencje społeczne i psychologiczne w Polsce’, Roczniki Dziejów 
Społecznych i Gospodarczych, 37 (1976), pp. 87-102; A. Mączak, ‘Pieniądz i społeczeństwo w 
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Church institutions, such as Vilnius bishop and Cathedral’s Chapter, monasteries, hospices, 
etc. played a key part in this recovery process, as they boasted one of the strongest assets in 
the city’s economic capacity. 

What distinguishes the Franciscans among other Church institutions is that their 
embeddedness level in the city’s economic life seems to be bigger than that of their 
counterparts. One of the reasons was that the Franciscans were well established within the city 
walls, even had their own jurisdiction, although its functioning and stability over time remains 
in question. Historiography indicates that in the sixteenth century they owned 54 mural 
houses together with a territory beside the convent just outside the city gates and 7 villages 
with 3 lakes.52 Whether this is an accurate representation of the seventeenth-eighteenth 
centuries is unclear, but economic sources of the period in principle indicate similarities. How 
Franciscans’ resources transformed into the revenue indicates analyses of available friar’s 
income/expenses books from the years 1671-75, 1759-62 and 1790.53 Revenue is divided into 
5 categories according to the types of recordings. 
 

Figure 1: Revenue model of Vilnius Franciscans from the years 1671-75, 1759-62 and 1790 

 
 

The figure indicates that over the years it seems that no general trend has formed, while 
revenue sources fluctuated depending on the yearly issues. Perhaps most stable income 
arrived from collections at the Church, while the significance of rent also increased slightly 
over the period. Financial income and services related with this was an important source 
throughout, however the level of importance fluctuated. Nevertheless, for the Franciscans it 
was an important economic sphere. Another area that was used to generate revenue was the 
rent of the property, both inside and outside the city gates. As seen in the figure 1, from 1673 
its importance grew and was rather stable through analysed years emphasizing its 
permanence. In the segment ‘Others’ we have included different economic activities from sale 
of things such as alcohol (vodka, beer and wine mainly), food, salt, building materials (such 
as bricks, calxs, etc.) to services such as printing. Both in the categories of rent and others we 
find revenue from a couple of estates (mainly one, Kena [Kijany]), but it must be noted that it 

                                                                                                                                                         
Rzeczypospolitej XVI - XVII w.’, Roczniki Dziejów Społecznych i Gospodarczych, 37 (1976), pp. 63-85. 

52 Pirmieji pranciškonų žingsniai Lietuvoje: XIII-XVII a., Sud. D. Baronas (Vilnius, 2006), p. 79. 
53 VUB, RS F4 - A3843 (1671-75), F4 - A3822 (1759-62), F4-2958 (1790). 
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does not account for the majority of revenue in principle confirming its urban type economic 
model. 

Figure 2: Income and expenses balance of Vilnius Franciscans over the years 

 
 

Overall income, together with expenses grew exponentially from the second part of the 
seventeenth century to the eighteenth century. It is still unclear what part of this was due to 
inflation, as there needs to be further research, but it seems that at least some part was due the 
increased productivity of the Franciscans, especially in the fields of alcohol sales and 
financial activities. The former in the shape of locally brewed beer and vodka in the 
eighteenth century changed what were printing and rewriting services in the seventeenth 
century: a significant part of income generated by own production/work. Furthermore, 
Franciscans owned a separate shop where they sold their products including the ones brought 
from Königsberg. However, it must be noted that still substantial yearly income, which was 
also very stable came from the collections at the Church and various religious services, i.e. 
typical parish activities. In the eighteenth century, together they amounted to 23 per cent to 51 
per cent of income (lowest figure being in 1790). How did the Franciscans’ turnover 
compared with other economic agents at the time? Franciscans could compare with the richest 
individual city citizens,54 but for example Vilnius Cathedral Chapter did manage at least a 
couple of times bigger yearly revenue55 even though the majority of it was of the agricultural 
type. What is also visible from the balances is how often it was negative, emphasizing a 
reluctance to save. It could have been the reason of a reoccurring inflation which in fact did 
not make sense to save for the long term. Despite this, some initial capital was acquired, as we 
know that Franciscans, among other convents, were key players in the Vilnius financial 
market. 
 

Franciscans as a financial institution 

Participation in the financial market mainly took shape in the form of providing credit. As a 
topic it has been rarely investigated in the local historiography, although available research56 
does indicate that Church institutions, especially monasteries, gradually since the seventeenth 

                                                 
54 A. Ragauskas, Vilniaus miesto valdantysis elitas: XVII a. antrojoje pusėje (1662-1702 m.) (Vilnius, 2002) pp. 

195-214 
55 M. Jakulis, ‘Vilniaus katedros kapitulos pajamos XVI a. antroje pusėje-XVIII a. pajamų-išlaidų registrų 

duomenimis’, Istorijos šaltinių tyrimai, 5(2014), pp. 171–194 
56 D. Sakalauskas, ‘Jews as creditors and debtors: a comparative study between the Grand Duchy of Lithuania 

and Poland in the 17-18th centuries’, Lietuvos istorijos studijos, 34(2014), pp. 23-47; J. Kalik. ‘Patterns of 
Contact between the Catholic Church and the Jews in the Polish –Lithuanian Commonwealth: The Jewish 
Debts’, Studies in the History of the Jews in Old Poland in Honor of Jacob Goldberg, Scripta 
Hierosolymitan (1998), pp. 102-22 
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century, became more and more involved in the financial market as major local creditors. 
When analysing the second part of the eighteenth century, this trend seems to be continuing, 
at least in the case of Vilnius. According to the proceedings of the ‘capital tax’ which for the 
purpose of taxation registered all loans from 1,000 zł. in the Vilnius region – 45 per cent 
belonged to one of the convents.57 This was rather unusual in the context of the whole GDL 
where the majority of key lenders were noblemen. Only the Połock area could be compared 
similarly with 30 per cent credit belonging to various convents58 suggesting that this figure 
correlates well with the number and strength of different convents in a major town of an 
administrative area. What is also striking in the case of Vilnius is that the average size of a 
loan registered in the year 1780 (when these figures are available) was 28,892 zł. – almost 
10,000 zł. more than the second best – individual clergy. Most of these loans went to various 
noblemen. 

One of the principal sources for these loans was donations to the convent given by the 
noblemen or city citizens. So called eternal promissory notes (obligy wieczny) were given to 
the friar in order to secure masses for one’s and his/her family’s souls. A record book of such 
donations to the Franciscans in the middle of the eighteenth century59 show direct linkage 
between received financial aid and its straight utilization. For example, after receiving 12,000 
zł. in 1743 from Benedykt Wolsky, Vilnius voivodeship flagbearer, Franciscans straight away 
distributed the amount as credit to four different people: all of them noblemen.60 In some 
instances, donators such as Vilnius citizens Franciszek and Helena Wysocky, explicitly stated 
that the given amount should be invested in loans while yearly interest rates could be used for 
the required services in the Church.61 If we would look at the whole money movement model, 
we could clearly see some principles of the proto-bank, albeit with religious purpose. 

Most probably religious purpose was not in play when dealing with another important 
partner – Vilnius kahał, a local Jewish community body. Revenue in the form of interest 
(prowizja) is accounted in all analysed years, the only one continuous partner throughout the 
period. In the initial phase for the years in the seventeenth century, these loans were of the 
wyderkaf type,62 where debtors had to pledge immovable property out of which interest was 
extracted.63 While being reminiscent of a simple rent it was means at least in theory to avoid 
Christian neglect of usury. It seems that no such method was needed in the eighteenth century 
where simply interest has been recorded. Vilnius Franciscans were quite often second 
beneficiaries left to extract loans and interest from Jews given them by the noblemen.64 This 
seems to enhance their notion of the proto-bank, or at least its image among the financially 
able society. However, a lot of limitations (lack of financial literacy [no double-entry book 
keeping] and consistency of credit, purpose of investment) do contradict this notion even 
though Franciscans were economically active and involved in the city’s financial scene. 
Similar involvement can be seen in property management and development field, where a 
number of possessions made Franciscans important players in the market. 
 

Franciscans as property developers and rentiers 

Vilnius Franciscans had numerous properties around their convent. Despite this, its 
productive utilization was a different matter. Sources indicate a rather confusing ownership 
and management model, where the convent would be de jure owner of its property, but de 
facto it was given to private citizens for long periods who had the right to re-rent it, conduct 

                                                 
57 LVIA, SA 3698 (F. 11, b. 997-998), l. 548-557. 
58 LVIA, SA 3698 (F. 11, b. 998), l. 1003. 
59 VUB, F4-A3969. 
60 VUB, F4-A3969, l. 1. 
61 VUB, F4-A3969, l. 2. 
62 VUB F4-A3843, l. 239, 249. 
63 J. Kalik, Patterns of Contact ..., pp. 114-115. 
64 VUB F4-A3822, l. 145, 147. 
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various economic activities, even sell the property, or in other words sell the right of it. 
Furthermore, it seems that the notion of maximizing possible profits is not really coherent 
with the activities of the Franciscan order in Vilnius in the seventeenth-eighteenth centuries. 
The first indication is that often the rationale behind these contracts was of the ‘reactive’ type, 
meaning that the principal purpose of the rent was not profit seeking, but ensuring that the 
property is not getting into the ruins and in general just finding some tenants, who could fill 
the void.65 The second indication is that urban markets managed by the convents (in this case 
Franciscans) had very interesting ‘generational’ contracts which meant that they had lent out 
their property either for one’s life (dozywocia), his and his wife’s life (dwoje dozywocia) or 
most often for the life of the family including those of the daughter or son (family had to 
choose) (troyga dozywocia).66 The nature of these contracts (usually pay-per-year) meant that 
that the agreed price could stay the same for two generations, even though in the end it could 
account to much less value to when the contract has been agreed upon, due to inflationary 
processes at the time. They ensured stable income with less yearly work, but were more 
beneficial financially for the tenants than for the owner. What is interesting that we do not see 
any full pledged sales contracts in these sources, and only a couple of times during the period 
of 1662 – 1752 when these documents are available to use, we find payments upfront.67 It 
meant that the convent was willing to lose some money (for example for maintaining property 
which is unused, etc.) over keeping the ownership of the property. 

The nature of these property rental contracts indicates how the business operated. The 
contracts usually enabled various economic activities, including property re-rental or sub-
letting.68 This sometimes generated additional money for the ones who transferred property, in 
fact creating a strong secondary market. It seems that the convent for the sake of simplicity 
and guarantee of yearly cash flow was willing to lose a significant amount of revenue. 
However, from the eighteenth century, Franciscans started to pursue short-rent 
accommodation services, usually to the magnate families.69 It was a profitable business which 
together with the availability of property were the main reasons for starting such a venture. 
Besides magnates usually Franciscans’ tenants were noblemen, city artisans and Jews. 
 

Conclusions 

Franciscans were active socio-economic agents in the local economic scene and were not only 
‘luxury’ residents in Vilnius. Their economic model was based, on the one hand on the 
exploitation of agricultural estates, standard religious services and, on the other, on urban 
economic activities such as product distribution and sale, production of alcohol, providing 
rent, etc. The number of property that Franciscans owned enabled them to be rent-providers, 
however they preferred longer, usually not so profitable, contracts and to leave the initiative 
to the secondary market. In the Vilnius financial market Franciscans were important actors, 
because of the capital they managed to acquire through various donations most often for 
religious purposes. They were a trusted institution, but in spite of this, lack of consistency in 
the activity, lack of financial literacy meant that Franciscans could not be considered urban 
bankers. In all, even though Franciscans in Vilnius, as their counterparts in Western Europe 
embraced an urban economic scene, it seems that they still lacked the means, initiative or 
were hindered by the socio-economic environment of the early modern GDL economy to be 
called a ‘cradle’ of the profit economy. 

                                                 
65 VUB RS, F4-A315 (38882), l. 4, 5, 23-24, 26, 27, 30, 32, 33 etc. Many other contracts in the book “Property 

sales, mortgage and rent agreements by Vilnius Franciscans” indicate the same notion. 
66 VUB RS, F4-A315 (38882), l. 34, 35, 36. The model is explained in detail in the Franciscan of Vilnius rent 

contracts of the mid-18th c. 
67 VUB RS, F4-A315 (38882), l. 26, 33. 
68 VUB RS, F4-A315 (38882), l. 34-36. 
69 VUB RS, F4 – A3822, l. 137-138, 144, 152, 153. 
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Foreign seamen in the British Navy, 1793-1815: A 
demographic profile based on quantitative analysis 

 

Sara Caputo, University of Cambridge 
(sc914@cam.ac.uk) 

Supervisor: Dr Renaud Morieux 
 

During the course of the French Revolutionary and Napoleonic Wars, at the end of the ‘long 
eighteenth century’, the British Navy recruited thousands of foreign seamen. This 
phenomenon remains largely unstudied, from a social, cultural, political and diplomatic 
perspective. Using the Admiralty ‘muster books’ of crews, in which name, birthplace, age, 
and professional skill of each man were meticulously recorded, this paper aims to make a 
headway into understanding these seamen’s demographic characteristics. 

On the basis of muster and pay books, several vessels have been analysed separately 
by different historians, for different purposes. Nick Slope’s 2006 doctoral thesis focused 
specifically on exploring the possibilities offered by quantitative analysis of musters.70 J. 
Dancy’s 2015 study, aiming to establish the ratios of volunteers and press-ganged seamen, 
surveyed a very large sample of 81 ships.71 Projects carried out by independent researchers 
and by the British National Archives have also resulted in databases, classifying all the men 
known to have been present at Trafalgar.72 The data, while still underused, have been 
deployed by historians to throw light on various aspects of the battle, including for example 
the presence and role of Welsh and Scottish sailors.73 

Overall, these sources seem to point towards a foreign presence oscillating between 3 
per cent and 18 per cent of each ship’s complement.74 The overall sample is large in size, and 
drawn from a range of stations and moments of the war. Further study is needed, however, 
because none of the ships analysed by these scholars were selected specifically with the 
question of foreigners in mind. Moreover, collating several unrelated studies to reach a 
general conclusion has the advantage of breadth, but it will inevitably result in a haphazard, 
unsystematic, and potentially heavily skewed coverage. Finally, because they were not 
interested in foreigners specifically, almost none of these projects went on to analyse in any 
detail these men’s demographic characteristics, and to compare them to their British 
colleagues. This issue is compounded by the fact that no inferential statistical method has ever 
been applied to the data, to test its significance. This is what the present paper aims to 
achieve, using a fresh sample designed for the purpose. 
 

Sampling criteria 

The first criterion for the selection of the sample was that a ship had to be picked during her 
service in a remote foreign station. Both logic and the existing literature, indeed, suggest that 
ships serving in foreign waters would tend to have higher proportions of foreign seamen, 
owing to manning necessities and the limited options to fulfil them abroad.75 In order to 
maximize this effect, the three stations selected for the present study were those situated the 
furthest away from Britain (East Indies, Jamaica and the Cape of Good Hope, the latter 
replaced by the Leeward Islands for 1793, when it was still a Dutch colony), and known for 
having high mortality rates connected to climate and diseases: both these factors would have 

                                                 
70 Slope (2006). 
71 Dancy (2015). 
72 Pappalardo. 
73 Davies (2013), 105, 278-80; Caputo (2015), 7-20. 
74 Rodger (2004), 498; Slope (2006), 114-15, 125-7, 137-8, 147-9; Cordingly (2003), 210; Bromley (1974), 352-

3; Lavery (1998), 451; Lewis (2004), 129; Caputo (2015), 61-6. 
75 Slope (2006), 125-7. 
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likely created manning replacement problems, and affected their solutions. Furthermore, 
within each of these stations, the ship which had sailed from England the longest time before 
was selected, using Admiralty ship lists (table 1). This allowed us to further enhance any 
effect of foreign stationing on crew composition. The ships within which the selection was 
performed were only, for the sake of sample uniformity across stations (in type if not size), 
broadly defined ‘frigates’, from sixth to fourth rate. 
 

Table 1: Ships in the sample 

Date of the 
muster 

Station Ship 
Rate (no. of 
guns) and 
complement

Date of sailing 
from England 

December 1793 East Indies HMS Minerva 5th (38), 297 December 1790 

 Jamaica HMS Penelope 5th (32), 220 October 1792 

 Leeward Islands HMS Blanche 5th (32), 220 November 1792 

March 1802 East Indies HMS Centurion 4th (50), 343 November 1793 

 Jamaica HMS Quebec 5th (32), 254 April 1799 

 Cape of Good Hope HMS Jupiter 4th (50), 343 April 1796 

July 1813 East Indies HMS Bucephalus 5th (32), 270 November 1807 

 Jamaica HMS Garland 6th (22), 175 November 1807 

 Cape of Good Hope HMS Astrea 5th (36), 284 October 1810 
Source: TNA, ADM 8/69, ADM 8/83, ADM 8/100. 
 

The sampled musters were extracted from three specific points in time. The first is December 
1793: this date is chosen to represent the beginning of the war, and was selected instead of 
February (actual commencement of the conflict) so that ships could have time to be 
commissioned and sail to their respective stations. In fact, in all three cases, the date of sailing 
from England precedes the start of hostilities (December 1790, and October and November 
1792).76 This sample thus gives a picture of the initial status quo, before the commencement 
of the war and during its first few months. The second moment is March 1802, marking the 
end of the Revolutionary Wars. In this case, all three ships had been in their respective 
stations for periods between three and almost nine years.77 Because of the way in which 
musters were compiled, all names being retained on them even after their owners had been 
discharged, the sample thus returns the overall composition of crews between 1793 and 1802, 
that is, the entire period of the Revolutionary Wars. It would have been relatively simple to 
exclude all men who had left by March 1802, but this would have needlessly reduced the 
sample. Similar considerations apply to the third and final cluster, consisting of three ship 
musters from July 1813: the discharge dates of some men go back to 1807.78 July 1813 was 
selected to represent the end of the war, instead of June 1815, because of constraints in the 
surviving sources: Admiralty list books after that month are now lost, and the alternative 
methods of reconstructing the disposition of ships did not allow us to perform the sampling 
according to the same criteria used for 1793 and 1802.  

It is important to note that, as can be deduced from the above, the numbers of men per 
ship, year, and station range widely. This depends on how long each ship had been in 
commission, how much turnover of men it had experienced, and its initial nominal 
complement size. Obtaining equal samples, however, was not a priority, as statistical tests 
automatically control for such differences in size. Many men also had to be expunged, 

                                                 
76 TNA, ADM 36/11194, ADM 36/11981, ADM 36/12177. 
77 TNA, ADM 36/15379, ADM 36/14781, ADM 36/15330. 
78 TNA, ADM 37/3701, ADM 37/4303, ADM 37/4214. 
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because their birthplace was either missing or ambiguous. The aggregate database ultimately 
included 4,392 seamen. 

The initial questions this study aimed to answer were: what would have been a likely 
maximum proportion of foreigners in the wartime navy, and would this have differed 
significantly from one period to the next, and depending on stations? Did foreigners employed 
in the Navy tend to have different levels of skill from British and Irish seamen, or be 
significantly younger or older? 
 

Numbers of foreigners 

Overall, across the nine ships, men born outside Britain, Ireland, and the Channel Islands 
amounted to 14 per cent of the total. There was, however, a significant variation from one 
period to the next, with their proportion rising from 6 per cent in the 1793 sample to 15 per 
cent in the 1802 sample, and 18 per cent in the 1813 one (H0: no association between origin 
and presence aboard RN ships at different stages of the war; χ2(1) = 94.50348, p<0.01, φc = 
0.104) (figure 1). This trend clearly reflects the increasing difficulty of securing manpower in 
Britain as the ongoing conflict drained national resources. 
 

Figure 1: Proportions of foreigners by time period 

 

The station where ships were sampled was also found to bear an association with the levels of 
foreign presence, even though the effect size was almost negligible. Foreigners represented 
the smallest proportion of the sample in the East Indies (11 per cent), whereas the Cape of 
Good Hope and Jamaica had 18 per cent and 19 per cent respectively (χ2(1) = 64.34136, 
p<0.01, φc = 0.088) (figure 2). The one Leeward Islands ship was not considered in this 
analysis. 
 

Figure 2: Proportions of foreigners by station 
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Skill and age 

Existing literature cautiously advances the hypothesis that foreigners would tend to be hired 
only if their skill level was sufficiently high (hence not as ‘landsmen’), but at the same time 
not to rise very often to the rank of petty officer, which carried responsibilities and required 
‘skill, trust and language skill’.79 In Dancy’s sample, foreigners were 5 per cent of landsmen, 
‘9 per cent of ordinary seamen, 11 per cent of able seamen, and 8 per cent of petty officers’.80 
It is difficult to know the exact level of significance of these findings, from the simple 
percentages, but, more generally, these results might in good part depend on the fact that 
Dancy’s study targeted ships picked at the moment they first sailed from England.81 
Therefore, the likelihood of finding unskilled foreigners was reduced, for two reasons: first, 
presumably all foreign sailors who had come to find themselves in a country other than theirs 
would have had at least some experience of seafaring; second, in Britain itself the availability 
of skilled British manpower, even in periods of dearth, would have been greater than in a 
remote station. In this sense, by looking at the opposite case of ships as far away from Britain 
as possible, and after as long a time as possible since commissioning, the present study offers 
a complementary sample to Dancy’s. 

Indeed, as shown in table 2, in the nine ships selected foreign-born sailors represented 
16 per cent of landsmen, 20 per cent of ordinary seamen, and only 14 per cent of able seamen, 
hence a lower proportion than that of unskilled landsmen. One further category, grouping 
together all petty and warrant officers, as well as specialist artisans and ‘idlers’, saw the 
lowest representation of foreigners, at 10 per cent only. Foreigners were also relatively few 
among ‘boys’ and ‘young gentlemen’ (11 per cent and 6 per cent respectively). This is 
entirely unsurprising, since most lower deck boys were poor orphans recruited in Britain, 
through the efforts of the charitable Marine Society, whilst ‘young gentlemen’ were, broadly 
speaking, ‘cadets’ training to be commissioned officers, and foreigners could not generally 
aspire to becoming commissioned officers at all.82 A chi square test was performed on these 
results, revealing that there was a significant association between origin and rank or rating 
aboard the ships, χ2(1)= 133.5369, p<.001, even though the effect size was small (φc = 0.124). 
 

Table 2: Rank and rating aboard ships, contingency table (percentages by column) 

 
Boy Landsman 

Ordinary 
Seaman 

Able 
Seaman 

Young 
Gentleman

Petty/warrant 
officer, idler, 
artisan 

TOTAL

Britain 
 

151 
(134.765) 
78.65% 

286 
(341.825) 
58.73% 

 

464 
(533.443)
61.053%

 

1,357 
(1351.155)

70.49% 
 

255 
(207.762) 
86.15% 

 

555 
(499.050) 
78.06% 

 

3,068

Ireland 
 

19 
(30.177) 
9.9% 
 

121 
(76.543) 
24.846% 
 

146 
(119.451)
19.21% 
 

295 
(302.557) 
15.33% 
 

24 
(46.523) 
8.11% 
 

82 
(111.749) 

11.53% 
 

687

Abroad 
22 
(27.058) 
11.46% 

80 
(68.632) 
16.43% 

150 
(107.106)
19.74% 

273 
(271.288) 
14.18% 

17 
(41.715) 
5.74% 

74 
(100.200) 
10.41% 

616

TOTAL 192 487 760 1,925 296 711 4,37183

                                                 
79 Dancy (2015), 52. 
80 Ibid. 
81 Dancy (2015), 6. 
82 On boys and young gentlemen see respectively Pietsch (2004) and Cavell (2012). 
83 The difference between this figure and the sample total (4,392) is due to the 21 men whose birthplace was 

such that it could have been either in Britain or in Ireland (e.g. ‘Milford’). 
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As can be seen from a post-hoc chi square test, however, using the standardized residuals 
method (figure 3), most of the significance did not in fact derive from foreigners (the only 
significant cells in their case being those relative to the rather high number of ordinary 
seamen, and low number of young gentlemen and petty officers), as much as from Irishmen, 
disproportionately represented among the unskilled workforce. In a way, then, being born in 
Ireland would have been a stronger predictor of a man’s situation in the Navy than being born 
abroad. 
 

Figure 3: Post-hoc chi square test, rank and rating 

The next stage of this study will aim to plot British, Irish, and foreign sailors’ age 
distributions, and test the significance of any differences among them, and among sailors of 
the same rating within each of the three groups. Assuming a connection between skill and age, 
the maritime profession requiring several years of training before a man could achieve an 
‘able seaman’ rating,84 the results of this analysis will help to cast further light on group 
patterns of employment.  
 

Summary 

In conclusion, the findings confirm that the progression of the war significantly affected the 
proportions of foreigners hired, with non-British and non-Irish seamen in the sample rising 
from 6 per cent in 1793 to 18 per cent in 1813. There was a slight variation by station, 
foreigners being particularly few in the East Indies. This result, at first sight counterintuitive, 
opens new avenues of research in terms of the Royal Navy’s presence as an employer on 
Indian Ocean maritime labour markets. 

The most important results, however, surround the rating of seamen. Although there 
was a significant association between origin and rating aboard, most of the significance 
derived from Irishmen being hired in unskilled positions, rather than from foreigners. Overall, 
this suggests that legal classifications based on birthplace and state boundaries would have 
only been a weak predictor of a man’s demographic traits. An analysis of age patterns will 
doubtlessly return further precious information. At present, however, it appears that 

                                                 
84 Dancy (2015), 49. 
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‘foreigners’ in the Navy may not have been a significantly different group from their British 
colleagues. 
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Debt imprisonment was a regular experience across the social spectrum for most of post-
Norman English history (1285-1869) and yet it has been remarkably understudied. The small 
number of studies, focused on prison culture, conditions, and reform, have dismissed its 
practical function within the contemporary credit market. This paper refigures debtors’ 
prisons from punitive locations, to essential sites of enforcing contracts that were based on 
neither formal arrangements nor financial holdings. To do so it analyses surviving prison 
commitment registers as well as details of debtors published in the London Gazette to show 
that imprisonments were short and effective. 
 

An illogical anachronism? 

Early modern debtors’ prisons have aroused sporadic scholarly interest though discussion has 
generally been confined to issues of prisoner experience or political change without 
significant investigation of their role in the wider credit market (Innes 1980, Brown 1996). 
Broadly, criticism has fallen into one of two camps: either debtors’ prisons were a declining 
and irrelevant medieval hangover destined to be wiped out by enlightened capitalism (DeLacy 
1986, Stirk 2000, Peebles 2013), or they were swelling in use during the eighteenth century 
due to the vindictive nature of capitalist creditors who sought to punish insolvent debtors or 
remove them from the credit market while frightening others into making speedy payment 
before they were also arrested (Haagen 1986, Grassby 1995 Muldrew 1998, Finn 2003, 
Graeber 2011). One of the few quantitative accounts, based on contemporary estimates of 
prison populations at a given moment, declared them merely a deterrent that cautioned traders 
from dealing recklessly (Baker et al. 2012). Such analysis assumes imprisonment was 
ineffective and illogical, that debtors could not generate capital from within prison and so 
were unlikely to pay their debts and be released except through irregular parliamentary 
insolvency acts (Coleman 1974, Hoppit 1986, Wennerlind 2011). Principally, this approach 
fails to separate the punitive reputation of prisons from the market focused actions of 
creditors. Lester (1995) suggested that in the nineteenth century imprisonments were shorter 
than expected though still saw c.15 per cent imprisoned for longer than a year. Furthermore, 
his work is only based on surveys, like those examined by Baker et al., and similar work has 
not been undertaken for the eighteenth century. 

This research reconfigures the debtors’ prison from medieval hangover to logical 
element of the contemporary credit market. Eighteenth-century England relied on offering 
sales credit for the economy to function. However, though financial standing contributed, 
personal reputation based on moral behaviour or social rank was key to defining individual 
creditworthiness (Kent 1994, Muldrew 1998, Paul 2013). As a result, it was difficult to seize 
goods when transactions did not use them as collateral. Furthermore, transactions on credit 
were almost always informal oral contracts; the formal mechanisms for enforcing these 
through court were slow and the awards they could make to creditors were limited (Duffy 
1980). Furthermore, while imprisoning debtors was not expense free, the costs were 
substantially lower than taking a debtor to court. This research places prisons in this context 
and conceives of them as a logical response to it. They acted as pawn shops of people. Just as 
goods were held in pawn shops to enforce contracts, so the bodies of debtors were held in 
prisons to coercively compel the debtor to complete their contract. This correlates with 
contemporary legal theory which held that debtors were choosing not to pay, rather than they 
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were unable to, irrespective of reality. Debt imprisonment should have been an effective 
means of financial recovery otherwise the exercise of arrest would have been counterintuitive. 
 

Woodstreet/Giltspur-Street Compter, 1741-1815 

To test this hypothesis, this research draws upon the surviving commitment registers of the 
Woodstreet Compter (1741-91), later the Giltspur-Street Compter constructed after the old 
building was deemed antiquated (1791-1815). This Cheapside sheriff’s prison was more 
representative of debtors’ prisons nationwide than the more studied Fleet and King’s Bench 
prisons as it catered to the average debtor, though holding those from across the social and 
economic spectrum. These royal prisons for higher status debtors required prisoners to first 
pay for the right to be moved there from other prisons by habeas corpus and were attractive 
due to their lax rules, comfortable rooms, higher status occupants, and the ability to ‘live out’. 
The significant impact on the composition of their population is demonstrated by the 
geographical background of ‘gentleman’ prisoners cited in the London Gazette held at 
Woodstreet and at the Fleet (1725-81). Woodstreet contained impoverished or lesser local 
gentry while the Fleet drew in the upper crust of debtors from across the nation, these 
prisoners having the means to avoid paying their debts by ‘living out’.  

The registers, though they do not survive in a complete series (the years 1744-6, 1749, 
1752, 1757-9, and 1777 being lost) provide the most detailed data collected on imprisoned 
debtors from a specific prison. For most prisons, no such documents survive making the 
Woodstreet registers unique. Commitment entries include the debtor’s name, date of 
commitment, method and date of release, and the names of creditors along with the monetary 
amount demanded. In total, 10,156 commitments were identified across the forty surviving 
volumes, though 1,185 provided no data on debts and 2,023 provided no release date due to 
missing registers. 
 

Results 

Commitment rates per annum were relatively consistent and stable (figure 1). Rates increased 
from c.90 per annum in the 1740s to c.140 by 1756, however, subsequently they remained 
broadly within that region until the end of the period. There were periods of short-term 
growth c.1770 and c.1788 peaking at 283 and 226 respectively. However, both of these were, 
taking the period as a whole, relatively short lived and did not have a lasting impact on the 
average rate unlike the earlier period of growth. The result for 1761 is anomalous and relates 
to a swiftly abolished change in the law known as the Compulsive Clause. This led to a 
significant number of solvent individuals being arrested, almost all commitments occurring 
over two months. 
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a) Woodstreet Gentlemen 
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b) Fleet Gentlemen 
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Table 1: Duration of imprisonments 1741-1815 

Length of Commitment Number % 
More than 10 Years 3 0.04

5-10 Years 8 0.10
1-5 Years 709 8.72

101-365 Days 5131 63.09
1-100 Days 2222 27.32

Same day release 60 0.74
Total 8133 100.00

(No release data) (2023)

This data counters both contradictory prevailing assumptions about imprisonment rates at this 
time (that capitalism was either causing them to grow or decline) as the compter seemed to 
experience an era of ‘business as usual’, there being no significant overall growth or decline. 
This data cannot speak for London as a whole. However, as the compter had little control over 
who was brought there by the bailiffs, it could be seen to represent general trends of credit in 
the city. Notably, the brief rises in rates c.1770 and c.1788 began to decline at moments of 
instability – war in America (1775) and war with France (1793). It would seem increasing 
imprisonment actually reflected eras of economic stability as prisons were not necessarily a 
destination for the insolvent or defunct business owners. When credit was offered more 
liberally a greater share of people were involved in the market and needed to be imprisoned to 
enforce their contracts. When credit was uncertain due to instability, less was offered and the 
number who could be imprisoned fell or creditors felt debtors were less likely to repay even if 
imprisoned. 

Annual commitment rates overestimate 
the calculated monthly prisoner 
population, on average, by c.82 
prisoners. This is predominantly because 
the majority of commitments were short 
in nature (table 1). Imprisonments of 
over 10 years were almost unheard of at 
the compter though one prisoner was 
held for nearly 17 years. Even 
imprisonments that lasted for longer than 
one year only accounted for 9 per cent of 
prisoners. While the majority were held 
for at least three months, a not 

insignificant period of detainment, this represents a far lower than expected average 
commitment. As with commitment rates, length of commitment observed remarkably little 
variation over time with the average remaining almost stagnantly between 140 and 230 days. 
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Table 2: Categories of Release 
	 Number	Released Share	of	Total	% Average	Days	held	(Num)

Discharged	 7380 72.67 178 (6809)

Moved	to	another	prison	 494 4.86 103 (433)

Insolvency	Act	 431 4.24 413 (426)

Expiration	of	Time	(only	after	
1780	and	owing	less	than	£1)	

152 1.50 93 (59)

Dead	 88 0.87 264 (84)

Charity	 37 0.36 130 (34)

Court	Process	 9 0.09 84 (5)

Escape	 4 0.04 561 (3)

(No	reason	specified)	 1315 12.95 123 (35)

(Compulsive	Clause)	 215 2.12 36 (215)

(Removed	at	closing	of	Giltspur)	 30 0.30 235 (30)

Total	 10155 100.00 183 (8133)

Debtors were not released by a unitary measure. The over 60 different descriptors of 
release method were reduced into eight descriptive categories, along with three extraneous 
categories (table 2). The overwhelming majority (c.84 per cent when those without specified 
methods are removed) were ‘discharged’ having satisfied their creditors either by paying their 
debts or coming to some new agreement and the majority of these did so relatively quickly. 
The percentage able to secure release through satisfying their creditors clearly decreased the 
longer a debtor was held as figure 2 illustrates with the share declining every 100 days. This 
may have been due to the rising costs of confinement (with debtors expected to pay rent to the 
prison) overtaking them or that those who were held for longer periods represented those 
actually unable to pay their demands. However, it is notable that the ability to satisfy creditors 
was not determined by the amount of money an individual debtor owed as indicated by figure 
3, which shows the average number of days imprisoned by the amount owed to the nearest 
whole pound. To all intents and purposes, a debtor who owed £20 and one who owed £200 
were the same – creditors offered the money on the expectation that it would be repaid and 
they proceeded with an arrest because they felt a debtor could make the payment. It took them 
about the same amount of time to come up with the demanded sum by selling goods, calling 
in their own debts, appealing to friends and so on. If it was clear a debtor could not pay, a 
creditor would probably not have benefited by wasting money on arresting and imprisoning 
them. Debtors and creditors frequently had different priorities on when to make payments 
and, without a specified repayment schedule (an inevitable consequence of an informal oral 
contract), being imprisoned at the compter may have been the first occasion at which a debtor 
was given a direct reason to pay or to accumulate the necessary capital to do so. 
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Figure 3 distorts the image of debt by suggesting a wide variety of monetary sums owed. The 
majority of debt owed was in fact small. Figure 4 demonstrates that while towards the end of 
the period more individuals who owed substantial sums were committed, they were always in 
the minority, as 88 per cent of compter prisoners were committed for sums less than £100. 
Furthermore, 18 per cent owed between £10 and £20 while 43 per cent actually owed less 
than £10. These were not international businesses that had failed, they were ordinary 
tradesmen and women who had overstretched the patience of creditors from whom they had 
purchased everyday necessities, small luxuries, or general supplies necessary for running their 
business. 

It is also clear that the system of debt imprisonment had unofficial fail safes to prevent 
debtors from languishing indefinitely. Parliament infrequently passed insolvency acts (once or 
twice a decade) which released imprisoned debtors after submitting a schedule of their estate. 
This was sold and the proceeds divided amongst creditors, each receiving so many shillings in 
the pound. These acts were generally taken advantage of by long term debtors with 41 per 
cent of those released by an act having been held at least one year in the compter. They also 
tended to have slightly larger debts with 22 per cent owing more than £100. However, the acts 
were not taken advantage of by all who qualified for them. Of those who qualified for the act 
in 1776, 58 per cent applied for relief under the act with 40 per cent subsequently being 
released by it. The significant trauma of having all of one’s goods sold – from children’s toys 
to family heirlooms – clearly dissuaded many debtors from applying if they felt that payment 
by other means was within their grasp at some stage. Furthermore, contemporaries suggested 
that taking an insolvency act could be shameful and did not necessarily restore 
creditworthiness while paying one’s debts in full did (Moore 1786). These acts were then a 
pressure valve on the prisoner population rather than a main flow of release, freeing those 
who, having sold the majority of their goods and having tried everything else, had no way of 
meeting their obligations. 
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Conclusion 

Parliament in the eighteenth century has previously been criticized for its failure to reform 
debtors’ prisons, the system remaining largely unchanged across the period until the 1820s 
and the eventual 1869 Debtor’s Act. The principal reason no reform occurred, this data 
suggests, is that for creditors (though not necessarily for debtors) the system seems to have 
worked well. While it was an inadequate method of reclaiming money from the wealthy who 
could remove themselves to relative liberty in the Fleet, or for dealing with large sums of 
money (usually based on formal contracts), for securing everyday sales credit the system 
operated, perfectly logically, to compel debtors to make the payments they had promised. As 
such, imprisonments were short and usually ended in payment of debt. Eighteenth-century 
creditors were not necessarily cruel or foolish – they were merely operating within the logic 
of their contemporary economic reality. 
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In an international economy with cross-border capital flows and interconnected goods 
markets, a shock to one country’s financial market can have global repercussions. A recent 
empirical literature has studied the relationship between trade and finance at the country level 
and found that the health of a country’s own banking sector deeply affects its exporting 
activity.85 However, individual country studies are limiting, and globalized financial markets 
require a global view. Using a novel dataset, this paper addresses three gaps in the literature: 
first, it empirically maps the transmission of a global financial crisis from the core to the 
periphery; second, it estimates the aggregate drop in exporting around the world due to this 
shock to financial markets; third, it assesses the persistence of the effect.  

In the late 1860s, London was the world’s largest capital market, and Britain’s 
multinational banks were established to facilitate international trade (Baster 1934). They 
channelled British capital abroad and lent almost exclusively in the form of pound-
denominated short-term trade credits that local financial institutions could not readily provide. 
This specialized banking network gave foreign cities access to a larger pool of capital and 
lowered financing costs on average, but it also exposed them to credit market volatilities in 
London. Overend & Gurney’s failure on 10 May, 1866 triggered the worst banking panic in 
British banking history until 2008, and it solidified the Bank of England’s role as the Lender 
of Last Resort. Despite the Bank’s relative success in containing the panic, almost 20 per cent 
of banks failed.86 Crucially, most of these were the trade-oriented banks with international 
operations. 

I identify the impact of the 1866 banking crisis on global trade by constructing several 
datasets from a variety of archival and historical sources. First, I map the international 
geography of trade credits in 1866 using handwritten, loan-level records at the Bank of 
England archives. I hand-coded over 11,000 individual records to generate measures of each 
city’s dependence on each British bank. I also use the Bank of England’s records to determine 
whether banks failed or suspended activities in the two months after the panic. I augment 
these data with bi-annual bank balance sheets that recorded the total amount of credit actually 
extended by each bank. Second, I collected daily, port-level shipping activity around the 
world using the Lloyd’s List. These data have the geographic and temporal fineness to 
plausibly identify a credit supply shock. For longer-term outcomes, I use Pascali’s (2017) 
country-level bilateral trade data, which span 1850-1900 and are the most comprehensive 
available.  

To the best of my knowledge, this is the first paper to examine the 1866 crisis in a 
global context, and to link the crisis to the recent literature on trade finance. It uses loan-level 
credit micro-data and disaggregated trade data to find that a 10 per cent reduction in the 
supply of British credit led to a 6 per cent drop in the amount of shipping in the year after the 
crisis. A partial equilibrium calculation suggests that the aggregate loss in trade value, 
excluding exports from the United Kingdom, is 12-16 per cent, which is comparable to the 

                                                 
85 Amiti Weinstein (2011) study the performance of Japanese firms, Paravsini et al. (2014) used Pervian data, 

and Chor and Manova (2012) study American exports. More broadly, the literature on the transmission of 
credit supply shocks to the real economy was paved by Bernanke (1983) in his study of the Great 
Depression.  

86 Author’s own calculations. Bagehot (1873) famously praises the Bank’s expedient response as a great success. 
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declines seen during the Great Recession of 2008. In the long-term, the financing shock 
depressed exports and disrupted the patterns of trade for 20 years. 
 

Economics of trade finance 

International trade is prone to two sources of frictions because the payment for sales 
necessarily occurs at a different time from when the goods are shipped and received. The first 
is a financing friction: when the importer pays for goods before they are shipped, she is 
implicitly funding the exporter over the course of the shipment. In the context of international 
trade, this can be a period of several months. The second is a contractual friction: having paid 
for the goods in advance, the exporter might have an incentive to shirk on the quantity or 
quality of goods shipped (Antràs & Foley 2015). During the mid-nineteenth century, both 
constraints were binding for exporters in remote, relatively undeveloped regions. Capital 
tended to be scarce and importers had no recourse to local courts if contracts were reneged 
upon. The British merchant banks oversaw payments and funded exporters over the course of 
the shipment period, therefore alleviating both of these frictions. 
 

Mapping the geography of trade credits 

I first build a bills-level dataset of over 11,000 individual bills of exchange from the 129 
banks that had international operations. These banks operated in over 100 cities outside of 
Britain and lent £11.7 million in the year before the crisis. From these data, I construct city-
level measures of the pre-crisis dependence on British banks. I calculate the share of credit 
supplied by individual banks to each city, (c denotes the city, b the bank, j the bill):  
 

 
 

For a given city p, the change in trade credit due to the banking panic is an average of the 
change in health for each bank b weighted by the banks’ share . The direct measure of a 
city’s credit loss comes from the bi-annual balance sheet measure of short-term loans where 
December 1866 is the ‘post’ period and December 1865 is the ‘pre’ period:  
 

 
 

The direct measure of Credit is problematic because it is an equilibrium outcome from supply 
and demand forces. Therefore I instrument for the direct measure with the failure rate of the 
bank in London: 
 

 
 

There is a very strong first stage: the Failure rates significantly predict the Credit loss. 
Figure 1 plots the first data contribution and shows the raw data of the city-level 

geography of trade credits supplied by British banks. The size of the circles reflects the log of 
total credit at a given city, and darker colours indicate larger losses of credit. This map 
indicates that the extent of financial globalization was widespread even by 1866. There is 
broad coverage across most of the globe and well beyond the British Empire. Most banks 
were established in coastal ports rather than necessarily the capital, which again speaks to 
their purpose of financing trade. This map also shows that there was little geographic 
clustering in failure rates, even within countries. This pattern suggests that despite their 
regional specialization, the composition of banks in each city was sufficiently random that 
local shocks would not have driven the realized bank failures.  
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Figure 1: Geography of British trade credit 

 
 

Empirical estimation: short-run 

The identification strategy uses the interaction of the pre-crisis exposure of cities to specific 
banks and the differential failure rates of these banks in London. This weighted average 
failure rate is idiosyncratic and quasi-random, and it acts as an instrument for the decline in 
British banking capital in each city: cities that depended heavily on failed banks experienced a 
heavier contraction in the supply of credit. I compare exports from over 200 cities in the year 
before and after the crisis based on their exposure to failed banks. I further strengthen the 
identification by calculating a city-specific ‘crisis’ date based on when news of the crisis in 
London would have arrived in cities abroad.  

The key identification challenge is that there might be reverse causality between 
exports growth at ports and the health of the bank branches operating there. If trade 
contractions negatively affected the balance sheets of those banks, it could cause the London 
headquarters to be more susceptible to the panic. I provide evidence that there are not 
differential pre-trends in trade activity among cities with more or less exposure to banks that 
failed by first estimating a dynamic differences-in-differences specification over the four 
quarters immediately preceding and following the news of the crisis: 
 

 
 

The following notations for time apply since event-time and calendar-time differ by port: k = 
t-d denotes time relative to the event (t denotes calendar time, d denotes event time). 

 is the quarter of the year, which captures seasonality, y is the calendar year, 
and i is the country that port p is located in.  is the log of departing ships from port p 
in quarter k = t-d relative to news arriving in time d. I include leads and lags around the event 
time, , which allows for visualizing pre-trends. Port fixed effects  capture all 

time-invariant characteristics of the ports.  and  are interacted country-quarter and 

country-year fixed effects to capture seasonality. The coefficient is the one of interest 
and captures the effect of 100 per cent of British banks failing in the quarter where the 
coefficient at k = 0 is normalized to zero. Standard errors are clustered by the city of 
financing.  

Figure 2 plots the estimated coefficients  at each quarter before and after the 
crisis. There is no evidence of pre-trends, and consistent with the intuition that there might be 
some lags before the financing shock would pass through to trade outcomes, the estimated 
effect is only significantly negative two quarters after the event. Over the four quarters, the 
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 average is -0.618, which means a 10 per cent loss in British financing would lead to a 6 
per cent drop in exports. 
 

Figure 2: Dynamic difference-in-difference estimation 

 
I also estimate a two-period differences-in-differences of the financing shock on the intensive 
margin of exports, which is more conservative than the dynamic specification.87 Time-
invariant characteristics of ports are differenced out, and standard errors are clustered by the 
city that financed the port. I restrict the sample to ports within 10 kilometres of the closest 
financing city, but the results are robust to all distance cut-offs. The specification also 
includes origin-country fixed effects in order to control for unobserved local economic 
conditions. The estimating equation is:  
 

 
 

Table 1 presents the main results and support the first finding that a 10 per cent loss in British 
banking capital reduces exports by about 6 per cent. Columns 1-3 report the OLS, 2SLS, and 
reduced form estimates for the dependent variable of the log change in all ships. Columns 4-6 
restrict the outcome variables to the log change in sail ships, which were more heavily 
engaged in international trade during this period. The latter results are slightly larger in 
magnitude, but they are qualitatively very similar. 

I calculate the aggregate short-term loss in trade by assuming that the estimated 
average treatment effect of  is the relevant elasticity for all ports. Multiplying this 
estimate with the bank failure rate and the number of ships in the pre-crisis year gives the 
number of ships that did not sail due to the financing shock. The unweighted sum over all the 
ports gives a loss of 12 per cent. A more realistic calculation that weighs ports by the size of 
their origin country gives a loss of 16 per cent. These figures are similar to the losses during 
the Great Trade Collapse of 2008 and demonstrate the sizeable international impact of the 
1866 crisis. 
 

                                                 
87 Bertrand et al. (2004) find that serial auto-correlation in the error terms of multi-period difference-in-

difference estimations can lead to spurious rejections of the null hypothesis. They recommend aggregating 
to two periods to find the most conservative standard errors. 
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Table 1: Short-run effect of financing shock on exports 

 Dependent variable: All ships Dependent variable: Sail ships 
 (1) (2) (3) (4) (5) (6) 
Independent 
variable 

OLS 2SLS 
Reduced 

Form 
OLS 2SLS 

Reduced 
Form 

Credit Loss -0.622*** -0.597***  -0.811*** -0.797**  
 (0.196) (0.219)  (0.303) (0.321)  
Bank Failure   -1.092**   -1.459** 
   (0.484)   (0.697) 
Country FE Y Y Y Y Y Y 
N 217 217 217 217 217 217 
Adj. R2 0.374 0.332 0.295 0.304 0.304 0.265 
1st stage  
F-stat 

 42.02   42.02  

Clusters 161 161 161 161 161 161 
Standard errors in parentheses 
* p<0.1, ** p<0.05, *** p<0.01 
 

Empirical estimation: long-run 

Over a longer time period, it is unreasonable to use the number of ships as an outcome 
variable because the types and values of goods being traded changed. The value of cargo on a 
ship is likely to be very different in 1866 than in 1900. In order to assess the long-term 
persistent effects of the change, I use the Pascali (2017) bilateral trade data between 43 
country pairs from 1850-1900. It covers the majority of the original cities in my finance data 
and includes a pre-shock period as well as a long post-shock period. 

The main estimating equation is based on a gravity-style model of trade in which the 
value of exports from country i to country j, Xij, is positively related to the size of the 
economies and negatively related to the distance between them. I estimate a dynamic 
differences-in-differences version that includes the loss in British banking credit in 1866: 
 

 
 

The  coefficients relate the credit loss from country i to the value of exports to other 
countries in every year from 1850-1900. There is a full set of country fixed effects  to 
capture time-invariant country characteristics, and  captures global growth. 

Figure 3 plots the estimated  over the second half of the nineteenth century. The 
coefficients show that before the onset of the crisis, the financing shock does not predict the 
value of exports. In the years following the shock, the elasticity of trade is slightly larger than 
the estimate from the immediate short-term impact. This comparison suggests that the 
elasticity measured by the number of ships underestimates the loss in the value of shipping. 
The dynamics of this figure show that the impact worsens before it improves, and the effect 
only becomes statistically insignificant in the 1890s. The long-term persistence is a novel 
result that suggests many paths for future work. 
 

Conclusion 

This paper presents evidence that financial shocks are transmitted through multinational 
banking networks and negatively affect international trade, both in the short-term and in the 
long-run. The immediate impact is large, and the effects persist for decades. The historical 
context is highly relevant despite the advances in financial and transportation technology in 
the last 150 years. The structure of the international economy during the first wave of 
globalization had key parallels with the modern international economy today: a dominant 
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currency, a key financial market, and low capital controls. In addition, banks continue to 
provide short-term collateralized loans to firms to boost trade activity, and the majority of the 
world’s trade is shipped over water with long delays. Thus these results are highly relevant to 
open questions about the recovery of the global economy following the 2008 financial crisis, 
and the ways in which finance is tied to real outcomes.  
 

Figure 3: Persistence of the financing shock 
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War, public finance, banking development, and nation building 

Since Tilly’s seminal work, many scholars have explored the relationship between war, state 
building and financial development.88 Fiscal states arose largely as a response to the growing 
fiscal needs caused by wars. When even tax reforms proved inadequate to meet those needs, 
the state was forced to borrow and it was often large-scale state borrowing that triggered the 
rapid development of modern financial markets, as epitomized by the English financial 
revolution in the late seventeenth century. A more efficient management of the country’s 
resources, in turn, increased the state’s ability to successfully wage war in a self-reinforcing 
mechanism.89 

Fiscal and financial revolutions were generally associated with changes in the political 
regime, from a more centralized administration and a strengthening of state authority at the 
expense of local privileges to the increasing influence of parliaments and representative 
institutions. Financial development, however, was also deeply political in that it was linked to 
the ascent of new entrepreneurial classes and political parties.90 What is sometimes called the 
‘politics of financial development’ thus contributed to the creation not only of a modern state 
structure but also of a new polity. 

That many central banks have been founded or have developed their specific character 
in periods of fiscal distress, often due to wars, is not a novelty.91 Central banking is also 
increasingly recognized as an important element of modern state building.92 Much less 
studied, on the contrary, is its relation with nation building. The case of Italy is emblematic in 
this respect, for the appearance of early central banking, the formation of a modern financial 
system and of an Italian nation state were almost contemporary phenomena. The 
Risorgimento, characterized by constitutional uprisings and wars against the Austrians as well 
as between Italian states, was marked by a steady increase in public debt, a challenge met 
with changes in fiscal and banking policies. Banking and monetary policy, in turn, became an 
apple of discord as soon as the new state was formed, as regional elites stubbornly fought to 
preserve, at least in the economic field, the autonomy they were losing in the political one. 

Particularly telling is the comparison between the Kingdom of Sardinia, the country 
leading the unification process, and the Two Sicilies. Due to their different political stances 
and relations between state and business elites, they developed two different banking systems 
that most dramatically clashed when the South was conquered by Piedmont-Sardinia. The 
evolution of central banking in Italy was thus inextricably linked to politics, even more so as 
                                                 
88 Tilly, C., Coercion, capital, and European states, AD 990–1990 (Cambridge, MA, 1990); Bonney, R., ed., The 

rise of the fiscal state in Europe, c. 1200–1815 (Oxford, 1999); Pollack, S. D., War, revenue, and state 
building: financing the development of the American state (Ithaca, 2009); Yun-Casalilla, B. and O’Brien, P. 
K., eds., The rise of fiscal states: a global history, 1500–1914 (Cambridge, 2012). 

89 Edling, M. M., A Hercules in the cradle: war, money, and the American state, 1783–1867 (Chicago, 2014). 
90 Carruthers, B. G., City of capital: politics and markets in the English financial revolution (Princeton, NJ, 

1996); Stasavage, D., Public debt and the birth of the democratic state: France and Great Britain, 1688–
1789 (Cambridge, New York, 2003). 

91 See e.g. Andersen, S. E., The origins and nature of Scandinavian central banking (Cham, 2016); Wood, J. H., 
A history of central banking in Great Britain and the United States (Cambridge, 2005). 

92 Tagaci, Y., Central banking as state building: policymakers and their nationalism in the Philippines, 1933–
1964 (Singapore, 2016). 
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the new state failed in the hard task of accommodating regional claims and establishing a 
sound system of note issue. The monetary and banking chaos experienced by the South after 
its conquest and the privileges accorded to Piedmontese institutions gave rise to widespread 
discontent that undermined the legitimacy of the new state and thwarted its nation-building 
efforts from early on. 
 

The Kingdom of the Two Sicilies 

While absolutist regimes are usually associated with a higher risk of sovereign default than 
limited governments,93 the Kingdom of the Two Sicilies was a notable exception to this rule. 
In fact, honouring their debt – massively increased after the Napoleonic wars – was one, if not 
the main, priority of the late Bourbons. Once restored, the first step of the government to 
solve the fiscal crisis, while at the same time reforming the monetary system and supporting 
the economy, had been the creation of the Bank of the Two Sicilies. The bank, a public 
institution under the Ministry of Finance, was heir to a secular tradition of deposit banking in 
Naples. It managed the treasury service on behalf of the state, besides collecting private 
deposits and providing credit to the economy. Thanks to legal privileges, like their acceptance 
and conversion into specie at local treasuries, the deposit notes issued by the bank circulated 
widely across the country. The government took the greatest care to ensure monetary stability 
and inspire public trust in the bank and in the cashless payment system it managed, for this 
enabled it to tap into the bank’s reserves and discreetly finance its own debt. 

This system proved resilient during the fiscal catastrophe of the 1820s, when public 
debt soared in order to finance a long and costly military occupation by the Austrians, called 
upon by the king to crush the constitutional uprisings of 1820/1. This time, however, it was 
not enough. Very soon the kingdom found itself on the verge of default and was rescued by a 
series of loans issued by Carl Rothschild. From then on, curtailing public debt became an 
absolute priority. This was not only a financial necessity but a way to restore and reassert the 
political autonomy of the kingdom at international level. To this end, the Bourbon 
government launched an austerity policy based more on spending cuts than on a less popular 
increase in taxation. The creditworthiness of the Two Sicilies was reflected in the high prices 
(almost constantly above par since the mid-1830s) at which Neapolitan rents were traded both 
domestically and abroad. In spite of the government’s best efforts, however, public debt 
started to rise again, although at a slower pace, after the revolutions of 1848. 

For half a century the government’s banking policy was instrumental to its fiscal 
goals. Instead of spurring inflation, this unusual form of fiscal dominance was based on 
austerity and a sound monetary policy. Austerity, however, put the brakes on economic 
growth, which in turn stifled banking development. Investment in public debt securities was 
not only safer but in many ways incentivized by the government, while it was equally safer 
and more profitable than real investment to provide credit at usurious rates to farmers or the 
urban lower classes, especially to the miserably paid bureaucracy in Naples. Moreover, both 
the reluctance of the government to launch major infrastructural projects and its fear of 
foreign patronage prevented the establishment of banks for industrial investment proposed by 
foreign investors like the Péreires in the mid-1850s. 

Banking development was even harder in the provinces. As a public, privileged 
institution sheltered from competition, the bank had no incentive to embark on the risky 
business of opening branches countrywide. Nor had any the Neapolitan merchant-bankers, 
who were pulling the strings of national trade, not to mention provincial usurers and wealthy 
landowners. The first two branches were finally established in Sicily in 1843. However, they 
began discounting only in 1859, since the ill-fated Sicilian secession of 1848/9 wrecked both 

                                                 
93 See Dincecco, M., ‘Political regimes and sovereign credit risk in Europe, 1750–1913’, European Review of 

Economic History, 13 (2009), pp. 31-63. 
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the branches and the island’s public finances. On the mainland, the first branch was created as 
late as 1857. 

The system engineered by the Bourbons worked remarkably well in terms of public 
debt and monetary stability. Its cornerstone was the Bank of the Two Sicilies, which managed 
a countrywide payment system and provided cheap credit to both the state and the main 
merchant-bankers in Naples. As a public institution, however, the bank’s strategy was rather 
conservative and largely aligned with the rent-seeking interests of the Neapolitan business 
elite. Moreover, fiscal virtue also led to overinvestment in the public debt market. Under the 
Bourbons, public banking was a key element of state building and its well-functioning 
bolstered the government’s power as well as its popularity. But its political influence ended 
there. In the long run, the government conservative banking policies were neither able to win 
the sympathies of foreign finance – perceived, instead, as a threat – nor to strengthen the 
bonds between the monarchy, the Neapolitan elites and the rest of the country. After Sicily 
obtained a separate administration in 1849, banking even became a divisive factor, as the 
local bank branches became an autonomous institution severed from the Neapolitan bank. 
 

The Kingdom of Sardinia 

Financial development took a completely different turn in Piedmont-Sardinia due to the 
country’s warlike attitude and the symbiotic relationship between the post-1848 constitutional 
government and the country’s business elite. Before granting a constitution and declaring war 
on Austria in 1848, Piedmont-Sardinia was an absolutist, fiscally virtuous state devoid of 
major credit institutions. Politically, it suffered from the mutual dislike between Turin, the 
political capital, and Genoa, the financial capital. Distrust, however, turned into self-interested 
cooperation after the establishment in 1844 of the country’s first bank of issue. The Bank of 
Genoa, modelled on the French departmental banks of issue, had been founded by some major 
Genoese banking houses with substantial Turinese capital and, more importantly, with the 
help of Camillo Cavour, then a relatively obscure Piedmontese nobleman soon destined to 
become the mastermind of Italian unification. 

Until 1848 the bank was a modest institution seasonally dependent on credit from the 
Treasury. Their respective position dramatically reversed when in 1848/9 Piedmont waged – 
and lost – a war of national liberation against Austria. To sustain the war effort, it took from 
the bank a loan five times larger than the bank’s capital and declared note inconvertibility. In 
the following decade, marked both by Cavour’s ascent as prime minister and undisputed 
master of domestic politics and the strengthening of the nationalist movement, the country’s 
financial system was completely overhauled. 

As in the South, here too banking policy became an indispensable tool to sustain 
public finances, although in this case the alliance between the state and the bank – now 
renamed National Bank after its merger with another bank of issue founded in Turin by 
Cavour – was based on personal connections and mutual advantage. The government needed 
the bank to compensate with banknotes for the specie outflows due to war reparations and 
increasing foreign indebtedness of both the public and the private sector. The bank needed the 
government to achieve the note-issuing monopoly. Despite his efforts, however, Cavour was 
never even able to grant legal tender status to the bank’s notes because of stiff parliamentary 
opposition. While Parliament wanted to exploit the bank to finance its Risorgimento wars, in 
its fear of a ‘bankocracy’ it was reluctant to grant it the legal privileges needed to successfully 
fulfil this task. In order to discourage challengers, the bank had therefore to increase its capital 
excessively, while continuing to depend upon government favour. Interestingly, in this case a 
constitutional regime was associated with both a burgeoning public debt and a contested 
monetary and banking policy. 

Unlike in the South, government support to industrial investment and the private 
nature of the National Bank led to a rapid financial take-off. Founders and shareholders of the 
National Bank started to found new banks to finance their own industrial ventures, and while 
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their new banks relied on the National Bank for re-discounting, their industrial enterprises 
often relied on state support. The National Bank’s ambition to pre-empt regional markets and 
please the government in its developmental policies prompted it to create a branch network, 
which benefited the provinces while complicating credit and monetary management. 
Domestic and international speculation became rampant and the National Bank soon found 
itself dependent on foreign loans to support this sophisticated, though fragile, architecture. 
 

The Kingdom of Italy 

The Kingdom of Italy was formed rather accidentally between 1859 and 1860 after a 
successful Franc-Piedmontese war against Austria and Garibaldi’s audacious conquest of the 
South. The Bourbon regime collapsed in a few months, plunging the South into political and 
economic chaos as the authority of the new Italian government continued for years to be 
undermined by a latent civil war. All of a sudden, the established, familiar fiscal, monetary 
and banking system of the South collapsed. It took years to substitute the silver ducat, the old 
Southern currency, with the new Piedmontese lira. Public debt skyrocketed and in 1866 Italy 
had to suspend note convertibility never to durably resume it afterwards. The very existence 
of the Bank of the Two Sicilies, severely hit by the economic crisis triggered by the 
annexation, was called into question by the new government and the National Bank, which 
hastened to open new branches all over the country. The new regime, bolstered by a cohesive 
and dynamic business elite, was eager to export Piedmontese laws and institutions. Being a 
constitutional one, however, it also needed to forge consensus across regions. These tensions 
were clearly reflected in its banking policies. The Bank of Naples, as the Southern bank was 
renamed, could thus survive, yet it was dealt a fatal blow when only the notes of the National 
Bank were declared inconvertible. Nevertheless, it remained large enough to compete with the 
National Bank, contributing in the years to come to the instability of the monetary system and 
weakening the bargaining power of the latter with a government chronically short of money. 

It is hard to imagine two financial systems more diverse than the Piedmontese and the 
Southern one. Unfortunately, the strengths of the latter – a sound fiscal and monetary policy – 
could not be inherited by the new, bellicose state, which had still to conquer Venetia (in 1866) 
and Latium (in 1870). The Southern economy was shattered by the traumatic end of the 
Bourbon regime, which put it at a further disadvantage with respect to the North and gave rise 
to deep-seated resentment. The South, however, also paid for its own weaknesses, as it lacked 
a banking system as organic and a business community as combative as those of Piedmont to 
face their competition. However resentfully, it therefore profited from the introduction of new 
business models and credit institutions, like the branches of the National Bank. 

Like Piedmont, the newborn kingdom could boast a modern credit system, 
increasingly integrated with international markets. Its fiscal and monetary problems, however, 
had only become bigger. And if negotiating on central banking had already been hard in little 
Piedmont, it became a nightmare in a country torn apart by parochialism and mutual distrust. 
Due to political divisions along party and regional lines, the ‘banking question’ became 
deeply politicized. Not only was it linked to fiscal policies, but it also concerned the actual 
degree of centralization and bargaining power still left to the annexed regions. While the 
National Bank could present itself as a quintessentially ‘Risorgimento’ institution, the Bank 
of Naples embodied the South’s claim to a greater influence within the new country. Thus 
banking antagonism came both to mirror and magnify the flaws in the nation-building efforts 
of unified Italy. 
 

Main archives 

Archivio Centrale dello Stato 

Carte Crispi 
MAIC, Direzione Generale Credito e Previdenza, Industrie, banche e società 
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Archivio di Stato di Genova 

Camera di Commercio 
 

Archivio di Stato di Napoli 

Archivio Borbone 
Ministero delle Finanze 
Ministero dell’Interno 
 

Archivio di Stato di Torino 

Corte, Materie economiche, Commercio 
Corte, Raccolte private, Carte Cavour 
Sezioni Riunite, Tribunale di Commercio 
 

Archivio Storico del Banco di Napoli  

Atti del Consiglio Generale 
Patrimoniale del Banco delle Due Sicilie 
Verbali del Consiglio di Amministrazione 
 

Archivio Storico della Banca d’Italia 

Banca d’Italia: 
- Banca Genova-Torino, Pratiche e Registri 
- Segretariato, Pratiche 
- Verbali Azionisti 
- Verbali del Consiglio Superiore  

Raccolte diverse, Relazioni annuali  
 

Other primary sources 

Economic treaties 
Newspapers 
Official records of Parliament, including documents, debates and inquiries 
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Political connections and stock returns: 
Evidence from the Boulangiste campaign 

 

Miguel Ángel Ortiz Serrano, Sciences Po & Universidad Carlos III de Madrid 
(100081539@alumnos.uc3m.es) 

Supervisor: Dr Carlos Santiago-Caballero 
 

The decade of 1880 was an unsettled period for France; corruption scandals, the discredit of 
republican parties, and an economic crisis gave rise to a generalized mistrust in the French 
political class. The Boulangiste movement is one of the most representative examples of this 
disappointment among public opinion. General Boulanger developed a populist campaign 
against the French III Republic during the last three years of the 1880s, reaching a peak in the 
elections of 27 January 1889, when, encouraged by his partisans, he was encouraged to carry 
out a Coup d’état. 

The present work analyses two factors: The potential ‘profitability’ derived from being 
connected to the French political class, and the effect of the elections of 1889 on the French 
Stock Market. The motivation is to examine whether financial markets feared the possibility 
for the General Boulanger to seize power, and change the existing political framework. The 
results suggest that firms with close ties with French government (republican) experienced 
larger returns than companies without these links, the days after the elections of 27 January 
1889. 
 

Motivation 

The present work analyses the mechanisms of political connection at the Paris Stock 
Exchange, during the populist campaign of the Boulangisme. The movement started when, in 
1887, Georges Boulanger, was ceased as a minister of war after a diplomatic crisis with 
Germany. The growth in political tensions affected parliamentary and social life in France, 
and reached its peak in 27 January 1889, when Boulanger refused to carry out a coup d’état, 
after winning a partial election in Paris. This research, in its first stage, focuses on the 
potential positive effects derived from including politicians on the board of administration, for 
the companies listed in the Paris Stock Exchange. Secondly, the main aim of this work is to 
demonstrate that the increase of political tensions may represent significant variations in stock 
returns, depending on the type of political connection, focusing on the events taking place on 
27 January 1889. This work is in line with Fisman (2001), Ferguson & Voth (2008), Goldman 
et al. (2009), among others.  
 

Data collection process 

The completion of this database has encompassed extensive archival work and other primary 
sources, such as the online database of the National Library of France (from now on, BNF)94 
Gallica. Thus, a new database has been collected, with a sample of 73 firms listed at the Paris 
Stock Market, for the period from 1 March 1888 to 16 February 1889, in order to cover the 
most important part of the Boulangiste campaign. The present database comprises a broad set 
of information about the daily functioning of the Paris Bourse, as well as gathering 
comprehensive material for each of the firms in this database. In fact, for different researches, 
it could be expanded up to 358 assets (stocks), if the really illiquid shares were included. Our 
main sources are Gallica, the Archives of Crédit Agricole,95 and the Centre of Economic and 
Financial Archives (from now on, CAEF).96 For this work, daily closing prices for each firm 
on the database have been gathered, from every daily spreadsheet collected by the 

                                                 
94 Bibliothèque Nationale de France. 
95 Also known as the Archives of Crédit Lyonnais. 
96 Centre des Archives Économiques et Financières. 
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‘Compagnie des Agents de Change’ (from now on, CAC).97 Additionally, a large set of firm-
characteristics have been compiled. 

The difficulty in the task of identification in the present work arises when a separation 
between the ‘type of affiliation’ is made. Analysing the history and development of the 
Boulangist movement, one can extract the following aspects: ‘Republican’ forces were clearly 
against this movement. The affiliation of any politician in our database has been analysed, as 
well as (when possible) their position with respect to the Boulangiste movement. Thus, three 
categories have been created: ‘Republican’, ‘Conservative’, and ‘No-Connection’. Finally, a 
new market index has been constructed from this database, to develop our estimates in the 
best possible way. This index follows the efforts of Hautcoeur & Le Bris (2010) to create a 
new CAC40 for the period from 1854 to 1998. However, and as our sample is smaller, we 
have re-constructed our index to represent daily market returns with our sample of 73 firms, 
which are in fact most of the firms with the highest capitalization. Our market return index 
can be expressed by equation 1: 
 

[1]

 

Then, it is estimated by weighting all the values by their market capitalization. The creation of 
this index has allowed us to implement current estimation models of event studies, adapting 
them to a work in economic history in the most accurate way. 
 

Logistic Regression: The contribution of connections to liquidity 

The first stage in the present research has analysed what could have been the positive 
contribution that politicians made to the firms in which they participated. Due to issues 
related to data availability, the influence of politicians in future investment possibilities 
cannot be tested, so an alternative experiment has been necessary. The potential attractiveness 
derived from including politicians on the board of administration has been tested. The period 
under study goes from 1 March 1888 to 31 December 1888, for a sample of 73 firms.98 Our 
estimates follow equation 2: 
 

 [2]
 

The dependent variable is a dummy constructed over an interaction, measuring liquidity for 
the companies that shared dividends during the year 1888. Thus, it takes value one if a stock 
is traded in a day in question, and the firm has shared dividends during the year. As it is not 
possible to know whether companies not sharing dividends in 1888 obtained profits or not, 
the purpose of this interaction is to account only for the firms that with complete accuracy 
obtained profits (and decided to share them as dividends). The underlying reason is to test 
what is the additional ‘benefit’ of including politicians on the board of administration in 
companies that were already profitable. The regression includes a series of control variables, 
which will be added on a rolling basis in order to control for potential biases that may arise, 
such as omitted variable. Table 1 measures the potential positive effect of including a 
republican politician on the board of administration, with respect to including a conservative 
or being non-connected. Once all the controls are included, the probability of being traded, 

                                                 
97 This organization was in charge of administrating, controlling, and trading every financial transaction taking 

place at the Paris Bourse. For additional information about this company see Hautcoeur (2007). The 
following links offer the possibility to check every spreadsheet for every day between 1802 and 1925 (the 
first one encompasses 1802-92, and the latter 1893-1925). 

http://gallica.bnf.fr/ark:/12148/cb32715573v/date.r=compagnie%20des%20agents%20de%20change 
http://gallica.bnf.fr/ark:/12148/cb32745962x/date.r= 
98 All the illiquid stocks have been dropped, since it seems that their price movements are more guided by firm-

specific characteristics rather than by market factors. 
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derived from a connection with republican parties, increases by 10 per cent, against non-
politically connected firms and companies with a conservative board. 
 

Table 1: The positive contribution of political connections to stocks’ liquidity 

 
 

Event Study: The effects of the Boulangist campaign in stock returns 

In the present work, the key-date, or the event-date, is 27 January 1889, when partial elections 
took place in Paris to substitute a former deputy. Édouard Jacques, from the republican field, 
fought against Boulanger in order to obtain the seat in the French parliament. The importance 
of these elections do not lie only on the fact that Paris was the ‘hearth’ of French 
republicanism, but in the existing fears among political class, journalists and a part of public 
opinion about the real intentions of Boulanger. The political message of the Boulangisme 
claimed for a complete change in the existing regime, without renouncing to any possibility. 
Boulanger won the elections, and his partisans encouraged him to carry out a Coup d’état, 
seize the power, and ending with the ‘Opportunist’ regime. When he renounced to this 
possibility, the same day, a generalized pessimistic atmosphere extended around his partisans, 
and many journals (and so, the public opinion in general) declared the same evening ‘the end 
of the Boulangisme’. Estimates for each political group have been carried out, to capture the 

Dependent Variable: DLY, a binary variable constructed from the interaction between a liquidity measure and 
positive dividends. For a given level of profitability, it measures whether the asset has been traded or not, discarding 
companies likely to not to have had a profit. Republican Party is a dummy taking value 1 if the company contains 
republican politicians in the board of administration. Conservative, a dummy variable taking value 1 when the firm is 
tied to conservatives. Log Market Cap, the logarithm of market capitalization. Book to Market, the ration between 
the book and market value of shares. Investments Abroad takes value one if the firm has economic interests outside 
of France. Capital Change controls for potential changes in capital during 1888, taking value 1 if it is the case. 
Admission is a variable measuring the way in which the stock is allowed to be traded. All the panel regressions have 
been clustered by Industrial Sector. 
 

Variable (1) (2) (3) (4) (5) 

Republican Party 
0.226*** 
(0.008) 

0.10 
(0.146) 

0.122* 
(0.06) 

0.122* 
(0.07) 

0.10* 
(0.08) 

Conservative 
0.209*** 
(0.001) 

0.07 
(0.167) 

0.08* 
(0.07) 

0.08* 
(0.067) 

0.081 
(0.112) 

 

Log Market Cap  
0.128*** 
(0.000) 

0.135*** 
(0.000) 

0.134*** 
(0.000) 

0.10*** 
(0.000) 

 

Book to Market  
0.0158** 
(0.03) 

0.015*** 
(0.005) 

0.015*** 
(0.005) 

0.012** 
(0.011) 

 

Investments Abroad   
-0.088 
(0.149) 

-0.088 
(0.146) 

-0.117** 
(0.035) 

 

Cap Change 1888    
0.05** 
(0.014) 

0.049** 
(0.011) 

 

Admission     
0.188** 
(0.04) 

 

Nº of obs. 18688 18688 18688 18688 18688 
 

Wald χ2 15.62 134.24 221.74 238.19 553.15 
 

Prob > χ2 0.00000 0.00000 0.00000 0.00000 0.00000 
 

Coefficients with significance levels p>0.1%*, p>0.05**, p>0.01***.    P-values in parentheses  
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effects of the campaign. Table 2 shows the cumulative abnormal returns (CAR) for politically 
connected, republican, conservative, and non-connected boards, two and ten days after the 
elections. 
 

Table 2: CAR by affiliation for the effects of the Boulangist campaign (52 Days) 

 2 Days 10 Days 

Politically connected 
0.003 
(0.379) 

0.009 
(0.438) 

Republican Board 
0.006* 
(0.08) 

0.015** 
(0.028) 

Conservative Board 
-0.0006 
(0.929) 

-0.026 
(0.380) 

Non-Connected 
-0.022 
(0.206) 

-0.011 
(0.458) 

P-Value significance levels,   p>0.1*,  p>0.005**,  p>0.01***, in parentheses 
 

Results show that, after Boulanger’s refusal, firms with a republican board obtained on 
average 0.6 per cent higher cumulative abnormal returns than the rest of the firms, two days 
after the elections. Results are larger when the event-window is expanded to ten days, 
showing 1.5 per cent of excess returns. Estimates are only statistically consistent for 
republican-connected firms, and the rest of the groups (conservative, non-connected, and all 
politically connected companies) do not experience any significant variation in their returns. 
 

Placebo Test: Event study on a ‘non-important’ date 

This test was developed in order to check whether our findings are only driven by political 
factors, and not by other exogenous causes that may cause an increase in cumulative abnormal 
returns. A new event study has been performed, choosing a new ‘event-date’ in a moment 
when, guided by information obtained in journals, ‘nothing interesting’ took place. The 
selected key-date is 20 December 1888. 

Table 3: Placebo Test. CAR by affiliation (52 Days) 

 2 Days 10 Days 

Politically connected 
-0.011 
(0.116) 

-0.01 
(0.442) 

Republican Board 
-0.006 
(0.117) 

-0.001 
(0.890) 

Conservative Board 
-0.019 
(0.258) 

-0.025 
(0.375) 

Non-Connected 
-0.010 
(0.287) 

-0.013 
(0.117) 

P-Value significance levels,   p>0.1*,  p>0.005**,  p>0.01***, in parentheses 
 

Results in table 3 show no significant variations in returns for the placebo-date selected. 
When selecting a ‘non-important’ date, there is not a significant effect derived from an event 
in cumulative abnormal returns, for any of the political groups, in any of the selected event-
windows (two and ten days). It reinforces the demonstration that Boulanger’s refusal had a 
positive and statistically significant effect in cumulative abnormal returns for the firms 
connected with republican parties, indicating an improvement in future political prospects. 
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The determinants of cumulative abnormal returns 

The last experiment has attempted to reproduce the estimates made by Goldman et al. (2008), 
in order to determine, cross-sectionally, what are the variables that may explain these 
significant variations in returns. The results from the event-study previously exposed lead us 
to infer that political affiliation may have played an important role in statistically significant 
variations in cumulative abnormal returns. Dependent variable is CAR, and a set of controls.99 
In addition, industry controls have been included, to prevent from industry-preferences with 
respect to the Boulangist campaign. 
 

Table 4: Cross-Sectional results, testing the effect of political affiliation in Cumulative 
Abnormal Returns, after 27 January 1889, for an estimation window of 52 days 

 2 Days 10 Days 
   

Ln Market Capitalization 
-0.000678 
(0.890) 

0.0048 
(0.646) 

   

Book-to-Market ratio 
-7.71e-09 
(0.198) 

-8.16e-0.9 
(0.519) 

   

Republican affiliation 
0.04000 
(0.009)*** 

0.0785** 
(0.016) 

   

Conservative affiliation 
0.02378 
(0.122) 

-0.01445 
(0.655) 

   

Dividend yields 
0.06715 
(0.229) 

0.08298 
(0.482) 

   

Admission 
-0.00935 
(0.537) 

0.014346 
(0.656) 

   

Headquarters 
-0.00461 
(0.815) 

-0.04219 
(0.316) 

   

Guaranteed assets 
0.00521 
(0.857) 

-0.05356 
(0.386) 

   

Industry Controls YES YES 

R-Squared 0.4853 0.42 

N 73 73 

Prob > F 0.0016 0.014 

Coefficients with significance levels p > 0.1%*, p > 0.05**, p > 0.01***. P-values in parenthesis. 

 

The results contribute to rejection of the hypothesis of non-influence of republican affiliation 
in significant changes in cumulative abnormal returns. It seems that only being connected to a 
republican party has a significant –and positive- effect in price changes, for the date selected. 
Concretely, it helps to explain the 4 and 7 per cent of the variations in cumulative abnormal 

                                                 
99 The variable ‘Admission’ refers to the way in which the asset was admitted to be traded at the Paris Stock 

Market. See Hautcoeur (2007) for more information about internal organization of Paris Stock Exchange. 
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returns, two and ten days after Boulanger’s refusal. Connections to conservative parties have 
no statistical significance, and the same happens with common risk and firm-specific controls. 
It reflects the real importance that this event had among French investors, and how this 
renounce was seen by financial markets as a signal of institutional stabilization. 
 

Conclusion 

The present work has developed a wide analysis about the real importance of political 
connections in the III French Republic. It has been demonstrated that including republican 
politicians – belonging to the party in power – helped French firm to better capture investors’ 
attention. Secondly, the present work is in line with existing literature about political 
connections, demonstrating that political instability affecter substantially to the firms listed at 
the Paris Stock Exchange, depending on their degree of connection. 
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Appendix: Examples of the primary sources used 

Picture 1: Spreadsheets from the Paris Bourse 

 
Picture 2: Members of the ‘Banque Hypothecaire de France’ 
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Home is where the health is: Housing and adult height 
from the late nineteenth to the mid-twentieth centuries 

 

Carolin Schmidt, Centre for European Economic Research 
(carolin.schmidt@zew.de) 

Supervisor: Professor Joerg Baten (University of Tuebingen) 
 

Health, which is a crucial component of welfare, is heavily influenced by a person’s exposure 
to disease environment and sanitation in the early years of life, and was especially so during 
the nineteenth and early twentieth centuries when knowledge about hygiene and disease was 
not widespread. However, little attention has been paid to the possible relationship between 
housing  as being an important part of someone’s environment  and that person’s health 
between 1870 and 1965. This paper argues that sanitation and better living standards, and thus 
the ability to mitigate health hazards, are reflected in the quality of housing which a person 
enjoys over their lifetime.  

The quality of housing can be proxied by the value of a home, which was confirmed 
by Margo (1996), who analysed rental announcements in the New York newspaper (1830-60) 
and found that additional rooms, bathrooms, and gas and water supply increased the cost of 
renting. More recently, Eichholtz et al. (2017) constructed rental price indices for seven major 
European cities over the past 500 years. They concluded that most of the house price 
increases were due to improved housing quality rather than to rising market values or local 
monopoly behaviour of landlords. Even though these two studies constructed rental price 
series, the logic that additional quality increases housing costs also holds for house prices, as 
the price of a house can be viewed as the present value of perpetual rent. Between 1870 and 
1965, average human height increased as well in some of the decades and countries under 
study, giving rise to this paper’s research question. 
 

Figure 1: Historical real house prices, 1870-1965 (1990=100) 

 
Source: Jordà et al. (2017), Knoll et al. (2017) 

On the one hand, one would expect higher housing prices to reduce real income, ceteris 
paribus, and the quality of nutrition and health spending. On the other hand, better and 
healthier housing required investments that were paid via the rent or house prices. It is an 
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empirical question which of the two influenced health more strongly. This paper hypothesizes 
that rising house prices, interpreted as house quality improvements, led to taller final adult 
heights between 1870 and 1965. 

A more expensive house may be healthier than a less expensive one. More space 
decreases the density of people per room or house, which lowers the risk of the spread of 
infectious diseases such as diarrhoea or tuberculosis. Moreover, expensive houses feature 
better sanitary facilities than houses of lower value. Therefore, this paper hypothesizes that 
less crowding and better sanitary standards contributed to the real house price increases in 
some countries, which are depicted in figure 1, whereas in other countries, housing prices did 
not rise much before the 1960s. 
 

Literature 

Because there is no widely accepted, unambiguous indicator of public health that was 
recorded for all countries before the 1950s, adult height can be drawn upon as a proxy for the 
biological standard of living since much of it is determined by nutrition and diseases that a 
person experienced during the first three years of childhood (Margo & Steckel 1983). 
Silventoinen (2003) estimated that 20 per cent of the variation in height can be attributed to 
changes in one’s environment. Since especially food consumption plays a major role in 
household expenses, changes in height are foremost a consequence of changes in one’s 
economic conditions (Komlos 1987). Thus, height has become an established proxy for the 
biological standard of living. Height measures can be found in military or prison records, for 
instance, and are nowadays readily available. 

There is a consensus that housing is a key determinant of public health, and the 
relationship between poor housing conditions and ill health holds true across various 
geographical, cultural, and temporal contexts. It is important to recall that illnesses affect 
adult height mostly early in life; namely during childhood, when diseases use up nutrients and 
lead to a negative net nutritional status which impairs growth. Diseases after an adult has 
reached their final height do not affect the dependent variable in my analysis anymore. Hence, 
height is always organized by birth cohorts. 

Two possible sources of diseases, which are related to poor housing quality, will be 
discussed in the following: poor sanitation and overcrowding. Sanitation is an undisputed 
determinant of public health; yet there were times when the effects of sanitation on public 
health were unknown or difficult to handle. Poor hygiene during the industrial revolution, for 
example, was mainly due to low wages, minimal investment in public health services as well 
as uncontrolled and ill-planned city and slum growth (Evans 2004), causing sanitation and 
living conditions in European and American cities to deteriorate significantly (Konteh 2009). 
As a consequence, overcrowded, damp, and unclean houses and cities led to massive 
outbreaks of cholera, tuberculosis, diarrhoea, and whooping cough (Shaw 2004). It was only 
in the 1930s that bathrooms became the standard in U.S. homes (Cowan 1976). 

Another important determinant of health is crowding in houses. Kuh (1989) found that 
overcrowding during childhood led to 4 cm shorter adult heights, while Clark (2002) reported 
that the average density per house in England and Wales decreased from 5.17 persons in 1870 
to 4.99 in 1900. This suggests that height gains could be due to more generous housing space 
per capita. 

My study hypothesizes that less overcrowding results in higher prices and therefore, 
disease environments should be less demanding. There are two reasons for this argument. 
First, infectious diseases are easily transmitted in overcrowded places. Hence, more spacious 
houses per family, which tend to be costlier, should mitigate the spread of such diseases.  And 
second, sanitary facilities add space to a house. A bathroom requires at least one additional 
room and the necessary infrastructure such as drain pipes, taps, and boilers. Therefore, houses 
with better sanitary facilities should be more expensive on average. However, better sanitation 
alone does not account for an improvement in health as it can hardly mitigate the spread of 
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respiratory diseases which are mostly transmitted through the air. Therefore, it is necessary to 
additionally take (over)crowding into consideration as one determinant of housing quality. 

Another question of interest is if the improvement in housing quality had a positive 
impact on human stature or if increasing house prices rather reduced a household’s disposable 
income and therefore impaired health. 
 

Data and method 

House price data were taken from Jordà et al. (2017) and Knoll et al. (2017) and deflated. 
Some control variables were interpolated to get 5-yearly data. Male height data are sourced 
from Baten & Blum (2012) and mostly based on military data which are representative of the 
countries under study. House prices are used to proxy increasing housing quality, which is 
hypothesized to have a positive influence on adult height. Figure 2 suggests a positive 
correlation. 
 

Figure 2: House price residuals against height residuals 

 
 

My sample contains Austria, Belgium, Canada, Switzerland, Germany, Denmark, Finland, 
France, Japan, the Netherlands, Norway, Sweden, the United Kingdom, and the United States. 
I only study the period 1870-1965 since thereafter, a strong and monotonous upward trend 
sets in, which reduces the possibility to clearly identify height determinants, as there might be 
unit root problems. Moreover, it has been argued that height gradually loses its health 
indicator function because even lower income strata could afford a good condition of health. 

I control for protein intake, proxied by cattle per capita, income, population density, 
and long-term interest rates. Fixed effects method is employed because it is reasonable to 
believe that there are unobservable country characteristics that would lead to endogeneity 
problems if omitted. Moreover, this methodology filters out the genetically determined 
growth potential. Birth half-centuries are used as time dummies. Standard errors are 
heteroskedasticity-robust and clustered around countries to safeguard against potential serial 
correlation. 
 

Results 

I examine the relationship between housing quality and a person’s biological standard of 
living. The results of the baseline regression are reported in table 1. The first column contains 
the regression results including only house prices and time fixed effects. The results in the 
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adjacent columns (2) to (5) show that adding more control variables does not change the 
relationship between house prices and final adult height.  
 

Table 1: Housing and health, fixed effects: regression of height 

 (1) (2) (3) (4) (5)
Conventional coefficients     
   House prices 0.05*** 0.05*** 0.04*** 0.04*** 0.04***
Beta coefficients     

   House prices 1.19*** 1.09*** 1.05*** 1.05*** 1.02***

Conventional coefficients     
   Population density 0.04*** 0.05*** 0.05*** 0.04***
   Cattle  -3.10 -3.78* -3.71*
   Interest rate  0.32* 0.30*
   GDP p.c. growth   1.11*
Constant 166.81 163.82 161.33 159.41 159.65
Observations 221 221 209 207 207
Adj. R2 0.66 0.79 0.79 0.81 0.81

Standard errors are clustered by country. ***, **, and * refer to significance levels of 1%, 5%, and 10%, 
respectively. Time fixed effects are based on birth half centuries. Constants are significant at the 1% level. 

 

In the first four columns, a one-point increase in the real house price index leads to a gain in 
final adult height by 0.04 to 0.05 cm. The coefficient of per-capita GDP growth is also 
positive and statistically significant. This coefficient captures the effect of disposable 
household income net of food expenditures, housing financing costs, and other housing-
related expenses, which are already controlled for separately by the other variables. Since the 
inclusion of income does not alter the effect that housing quality has on height, it can be 
concluded that even though theoretically, increasing house prices may adversely affect 
household income, this effect cannot be witnessed here. In two countries with identical 
income, the person with the higher-quality, and more expensive, house is on average taller 
and therefore healthier. 

Population density is positively related to height. This seems counterintuitive as one 
would think that densely populated places are more hazardous to health than such with lower 
population density. However, a person living in a loosely populated country might not easily 
have access to a doctor or a pharmacist, whereas someone living in a densely populated 
country might have a variety of health services available close-by, which would result in a 
positive relationship with human stature. 

Cattle and interest rates do not behave as expected. As for the cattle variable, it has been 
argued that it is only a rough proxy for the quality of one’s nutrition. However, even though 
quantitatively, cattle was the most important provider of meat and milk, the composition of 
protein-rich nutrition could have changed over time (Baten 2014) and therefore, cattle may 
not capture protein and calcium consumption adequately. Nevertheless, cattle and interest 
rates are not of central interest in this paper. 

Heights rose by 10 cm over the period 1870-1965, while average real house price 
indices gained roughly 30 points. According to the first row in table 1, each of these points 
came along with a height increase of half a millimetre. In total, these house price increases, 
which represent improving housing quality, were responsible for a gain in adult height of 
roughly 1.5 cm. This seems economically insignificant. However, according to Baten & 
Komlos (1998) such an increase came along with an additional life expectancy of 1.2 to 2.7 
years. 

While it is difficult to imagine how much a one-point increase in the real house price 
index is, running the regressions with standardized house prices might be more insightful. 
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Therefore, table 1 also reports the beta coefficients of house prices in the second row, which 
show how strongly adult height is affected when house prices change by one standard 
deviation. The findings suggest that such an extreme increase in real house prices leads to a 
gain in adult height of 1.00 to 1.20 cm. Such a height differential was equivalent to 1.2 to 2.1 
more years of life expectancy. The effect of house prices on height increases insignificantly 
when Japan is omitted. 
 

Conclusion 
This paper made a contribution by quantifying two characteristics of housing quality  
sanitation and crowding  which have, so far, only been vaguely subsumed under the term 
‘disease environment’. This paper is the first to approximate housing quality with real house 
prices to study their effect on adult height. This approach stood to reason since house price 
developments reflected housing quality more than did higher demand Eichholtz et al. (2017). 

The coefficient of housing is statistically significant, which implies that countries with 
better housing quality had taller populations. Possible explanations for this relationship are 
sanitary facilities that were added to the homes and more housing space per capita, which 
were both reflected by higher real house values. The average contribution of a one-point gain 
in house prices to adult height was 0.05 mm. A one-standard-deviation increase in real house 
prices came along with a 1.00-1.20 cm taller adult height. This was roughly equivalent to 1.2 
to 2.1 more years of life expectancy. Moreover, inclusion of income does not alter this result: 
house prices do not adversely affect health via decreased household income. 

Of the total 10 cm increase in average height across all the sampled countries, 1.5 cm 
could be attributed to increasing housing quality. This seems negligible at first sight but is a 
relatively large fraction of the total height increase in light of other, groundbreaking 
achievements during that period such as the significant advances in medicine, food storing, or 
technological change, which without doubt improved living conditions so much that they 
accounted for the largest portion of these 10 cm. Against this backdrop, a contribution of 
housing quality to height of 15 per cent is clearly impressive. 

This paper also acted on the suggestion by Komlos (1998), who criticized that in past 
research, the effect of income on height was likely confounded with the effect of housing 
costs. Hence, the impact of income on height was probably overestimated. Similarly, Margo 
& Steckel (1983) pointed to the possibility that increasing housing costs could have impaired 
access to high-quality nutrition, resulting in shorter adult heights. This study tackled these two 
points of criticism by separately controlling for house prices besides nutrition and income in 
order to isolate the contribution of housing quality to height. 
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Economic consequences of the U.S. Convict Labour 
System 

 

Michael Poyker, UCLA Anderson 
(Mikhail.Poyker.1@anderson.ucla.edu) 
Supervisor: Professor Romain Wacziarg 

 

Introduction 

Convict labour is still widespread, not only in developing countries but also among the 
world’s most developed countries. In 2005 the U.S. convict-labour system employed nearly 1.4 
million prisoners, among them 0.6 million worked in manufacturing (constituting 4.2 per cent 
of total U.S. manufacturing employment).100  Prisoners work for such companies as Wal-
Mart, AT&T, Victoria’s Secret, and Whole Foods, and their wages are substantially below the 
minimum wage, ranging from $0 to $4.90 per hour in state prisons. 

Convict labour may impose externalities on local labour markets and firms. Prison-made 
goods are relatively cheap. Companies that hire free labour find it harder to compete with 
prisons, especially in industries that rely on low-skilled labour. They face lower demand on 
their products, pushing down their labour demand. Excess labour moves to industries not 
competing with prisons and overall wages decreased. 

In this paper, I use a historical setting to evaluate the effect of competition with 
prison-made goods on firms and free workers. It is challenging to identify causal effects of 
convict labour in the contemporary setting, since the data on prison output are not available, 
and due to the embedded endogeneity problem. First, U.S. prisons are built in economically 
depressed counties under the assumption that they will provide jobs (e.g., guards) in the local 
labour market (Mattera & Khan 2001). Second, contemporary convict-labour legislation is 
endogenous. For these reasons I rely on the historical setting to identify the effects of convict 
labour. I digitize a dataset on U.S. convict-labour camps and prisons. Starting in the 1870s, 
states enacted laws that allowed convict labour, but the timing varied from state to state. Its 
introduction was unanticipated, both by firms and by prison wardens, who were suddenly in 
charge of employing prisoners within their institutions. Moreover, as all convict-labour 
decisions were determined at the prison level, subsequent changes in convict-labour legislation 
were exogenous to the choices of individual prison wardens. In addition, I use the fact that pre-
convict-labour-era prisons were built without any anticipation that they would be used to 
employ prisoners. In comparison with contemporary prisons, old prisons were built in 
populated areas with higher wages and employment, which hinders my ability to find 
negative effects on local labour markets. Finally, the historical setting allows me to document 
long-run effects of convict labour in a developed country. 

To elicit the effect of prison-labour competition on the local labour market, I 
construct a cross- sectional county-level dataset. I measure the exposure of each county to 
convict labour as the industry-specific value of convict-made goods in all U.S. prisons 
weighted by the county’s industry labour share and by the distance from those prisons to the 
county centroid. This imposes two central assumptions: low labour mobility across counties, 
and iceberg costs of trade. 

I estimate the effect of exposure to convict labour on manufacturing wages, 
employment outcomes, and patenting rates using ordinary-least-squares specification in first 
differences. While first differences allow me to account for county-invariant unobserved 
heterogeneity, three endogeneity concerns remain. First, there is an omitted-variable bias due 
to the endogenous choice of industry and the amount of goods produced by prisons. Second, 
prisons could be strategically located to earn higher profits for their states. Third, convict 

                                                 
100 Census of State and Federal Adult Correctional Facilities, 2005, and FRED. 
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labour was used in industries where local labour unions were stronger and the wage growth 
rate was higher (Hiller 1915). 

To address these concerns, I employ an instrumental variable estimation. I use the 
capacity of prisons that existed before convict-labour laws were enacted to construct an 
instrument for the prevalence of convict labour. Old prisons were built without any anticipation 
that they would be used for production of goods; their locations were determined primarily by 
population size and urban share of population. Thus, conditional on factors important to the 
location of the old prisons, the interaction of convict-labour legislation and capacities of old 
prisons is likely uncorrelated with wardens’ activity and possible strategic location of prisons 
constructed after convict-labour systems were enacted. I find that the introduction of convict 
labour in 1870-86 accounts for 16 per cent slower growth in manufacturing wages in 1880-
1900, 20 per cent smaller labour-force participation, and 17 per cent smaller manufacturing 
employment share.  Comparing two counties, one at the 25th percentile and the other at the 
75th percentile of exposure to convict labour, the more exposed county would on average 
experience a 2-percentage-point larger decline in mean log annual wages in manufacturing, a 
0.9-percentage-point larger fall in manufacturing employment share, and a 0.6 percentage-point 
larger decline in labour-force participation. 
 

Convict labour in the United States: Historical background and implications 

While the history of the U.S. penitentiary system has been described in great detail by 
historians (Ayers 1984; Sellin 1976), the discrete topic of convict labour has received less 
attention. As penology evolved, the goal of prisons became rehabilitation through education 
(mostly spiritual) and manual labour. Prisons started to appear across the United States 
replacing jails as the primary location for confining criminals. 

Prison labour was meant to become a source of income to offset states’ expenditures 
for corrections. However, neither profits from non-congregated labour under the 
Pennsylvanian system nor work in quarries near prisons contributed sufficiently to the states’ 
budgets (Gildemeister 1978). In 1818 a new type of penitentiary appeared in Auburn, New 
York, where prisoners were gathered during the day in a workshop and worked together. 

Nevertheless, prisons operated with massive losses. By 1870, only eight prisons across 
the U.S. (all in New York) operated with a modest net profit. Historians of the penitentiaries 
are unanimous about the reasons behind this failure (McKelvey 1934). First and foremost 
was the prisoners’ lack of skill. Most were uneducated and lacked experience in 
manufacturing jobs. It took years to teach them a skill, and often by the time they learned it, 
they were already subject to release. Thus quarrying or masonry were the most popular 
occupations for convicts before the Civil War. The second reason was the small number of 
prisoners: prison maintenance costs were low, and states did not have strong incentives to 
employ them. 

This situation changed after the Civil War.  The prison populations soared. In Ohio, 
New Jersey, and the Eastern Penitentiary of Pennsylvania, they tripled from 1856 to 1886, 
compared to population growth of 75.3 per cent.  More prisons were needed.  In the wake of 
the Civil War, states had other budgetary problems that made them more eager to find ways 
for their penitentiaries to fund themselves (Wilson 1933). 

New types of industrialized machinery were replacing many of the manual skills 
needed to produce particular goods, making some industries increasingly vulnerable to cheap 
labour. And while unionization could protect such industries as coopers, hatters, molders, and 
shoemakers at the beginning, it could not help against the introduction of prison labour. In 
particular, mechanization enabled prisons to teach convicts one particular task instead of the 
whole set of skills necessary to manufacture certain goods. 
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Economics of convict labour 

One may think of convict labour as a labour supply shock. However, this would be only 
partially true. Only the convict leasing system allowed firms to freely employ prisoners, and 
the predominantly Southern convict leasing system only employed 20 per cent of prisoners at its 
prime in 1886 (9,104 inmates), and only 3 per cent in 1914 (1,431 inmates). 

The majority of prisoners were employed within the walls of their prisons, and regular 
firms could not hire convicts directly. The exception to some extent was the contract system, 
as it allowed one (or a few in rare cases) firms to employ prisoners within prisons premises. 
However, those firms were often connected to the prison warden either through collusion or they 
were affiliated to his relatives. Thus, the prison was producing goods on the open market by 
itself, or through one affiliated to the prison firm. 

Convict labour camps started to employ prisoners in low-skilled intensive industries and 
sell final low-quality goods on the open market. Prices of prison-made goods were very low 
and local firms had to wait until prisons sold everything before they could start to sell the same 
product themselves: “Our minimum price of bungalow aprons is about one-third higher than 
the prison-made goods. We can compete with them only because they do not produce enough to 
supply the market and then only by selling as close as possible to their price on a small margin 
of profit.” Losing money, they had to try to decrease the wages: “I cut the wages of the girls. 
... Under ordinary circumstances our girls make from $18 to $20 a week. ... If we keep the cost 
down to a figure that will make it possible to make goods, a girl can not make more than $2 a 
day.” 

Lower prices were possible mainly because prison labour was cheaper than free 
labour. Prisons either paid too little or nothing at all to the inmates.  As a result, some 
employers noted, “... [the wage of prison labour] is one-sixth of the wage rate paid by those 
employing free labour.” In most cases, such unfair competition meant that firms using free 
labour had to “let them sell their products before we can begin,” a twine manufacturer from 
Minnesota noted.  

The evidence above indicates that the price shock created by prison-made goods 
increased competition in final goods markets for certain industries and adversely affected 
labour demand in those industries. Displaced free labourers flew to other industries, pushing 
down the average wage on the local labour market. Thus the introduction of convict labour was 
an adverse-labour demand shock to local free workers. 

To show that the convict labour shock was an industry specific, I discuss the case 
of coopers in Chicago who faced competition from Joliet State Prison in Illinois. It was not 
until the 1870s that technology and steam-powered machinery revolutionized the craft in 
response to major new demands in meat-packing and oil. Meat-packing demands shifted 
toward lower quality and higher quantity with new processes and rapid market expansion. At 
the time Joliet State Prison and Michigan City Prison were starting to produce meat barrels. 
Since prisoners could be contracted at less than one-third the price of Chicago coopers, the 
operation (even conditional on lower productivity) became profitable. The share of prison-
made meat packages sold in Chicago increased by 56 per cent from 43 per cent to 67 per cent 
of the market, while their average price decreased by 33 per cent. Of the 65 Chicago shops 
employing 686 coopers operating in 1880, 16 shops (235 coopers) had closed by 1885. From 
1875 to 1885, average annual wages for coopers dropped by 30 per cent, from $613 to $432. 
At the same time, the salaries of coopers employed in the production of tight (beer) barrels (not 
competing with prison labour) decreased only by 8.6 per cent (Panel A of figure 1). 
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Figure 1: Wages of coopers producing meat and beer barrels 

Panel A Panel B 

 
Annual wages in 1895 dollars. Source: Department of Labour (1900), pp. 38-39. 

 

At the same time, due to transportation costs the adverse effect on wages of coopers was smaller 
farther away from the prisons that produced those barrels. The Illinois and Indiana prisons 
depressed wages as far as Milwaukee to the north and Kansas City to the west. In Panel B of 
figure 1 I plot wages of coopers in cities where prison-produced barrels were found by the 
investigators of the Industrial Commission on Prison Labour and distance from those cities to 
the Joliet State Prison. 
 

Figure 2: Convict labour and changes in manufacturing wages 

 

Each cross is a county.  Source: U.S. Department of Labor, and Haines (2004). 
 

The last point raises the question whether convict labour was a pure industry shock similar to 
the setting of Autor, Dorn & Hanson (2013), or whether it was more local because 
transportation costs were larger at that time. In figure 2 I plot changes in log manufacturing 
wages between 1870 and 1900 on the vertical axis, and the Bartik measure on the horizontal 
axis. The solid red line represents the measure of the convict labour shock as the total value of 
prison-made goods in each industry weighted by county’s industry composition (pure Bartik 
measure). The slope is indeed negative. However, as we saw in the previous figure, both 
distance and industry matter. Thus I assume iceberg transportation costs, and weight the value 
of goods produced in each U.S. prison in each industry by distance to that prison. The 
dashed red line shows the slope for the Bartik measure where I weight by distance to prisons 
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instead of industry compositions. The slope of the line is steeper than for the measure with 
industry weights. Thus the convict labour shock was local, and counties located closer to 
prisons were more affected than those located farther away. Finally, I construct Bartik measure 
by weighting both by industry and distance to prisons and plot the linear fit with the black 
solid line.  Its gradient is even more negative, suggesting that both industry and distance were 
important for the convict labour shock. 

Finally, I provide a placebo test, and show the relationship between convict labour 
output and changes in wages a decade before convict labour was adopted. In figure 3 I plot 
exposure of each U.S. county to convict labour weighted by distance to prisons in 1886 and 
changes in log wages in 1860-70. If some correlation is present, it is positive, such that 
counties with larger convict labour output experienced faster wage growth. 
 

Figure 3: Convict labour and changes in manufacturing wages: Placebo 

 
Each cross is a county.  Source: U.S. Department of Labor, and Haines (2004). 

 

Conclusion 

In this paper, I show that coercive institutions that appeared in the United States after the 
Civil War affected the economic welfare of free labourers. I document that convict labour 
decreased wages in manufacturing. 

My analysis highlights the fact that many aspects of economic life and many groups of 
people can be affected directly and indirectly by competition from prison-made goods. Thus 
when we evaluate the overall effect of the penitentiary system, we should carefully weight the 
negative externalities created by convict labour. 
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Perpetuating the family name: Female inheritance, in-
marriage and gender norms 

 

Duman Bahrami-Rad, Simon Fraser University 
(duman_b_rad@sfu.ca) 

Supervisor: Professor Greg Dow 
 

Inheritance and marriage are the two fundamental institutions of pre-industrial societies and 
have had important consequences for today’s social, political and economic life. Historical 
and geographic variation of inheritance systems and marriage patterns allows us to study their 
implications for modern societies. 

Some studies attribute the divergent economic development of different regions in part 
to inheritance rules. Kuran (2012) and Michalopoulos et al. (2016) argue that partible Islamic 
inheritance law fragmented wealth in Islamic societies and limited the potential for growth 
through large-scale trade and industrialization. Mcculloch (1848), Le Play (1864), and Todd 
(1990) suggest that impartible inheritance in Europe, on the other hand, encouraged 
entrepreneurial spirit, economic initiative, education, and mobility among non-inheriting 
offspring – all key instruments of modernization. 

Marriage practices are also suggested to have important implications for the 
development of societies. Goody (1983), Herlihy (1985), Ekelund et al. (1996), Greif (2006), 
Mitterauer (2010), and Henrich (n.d.) argue that the Christian Church’s marriage and family 
policies were an important factor in the divergence of European societies from the clan-based 
societies such as in China and the Middle East. Most importantly, the Church prohibited 
consanguineous marriages which were a means of creating and maintaining kin-based groups 
such as tribes and clans (Greif, 2006). These prohibitions meant that a vast range of people, 
often resident in the same locality, were forbidden to marry (Goody 1983). Therefore, in-
marriage became virtually impossible. At the same time, the Church insisted on a consensual 
definition of marriage (love marriage) in contrast to one based on parental authority (arranged 
marriage). This further encouraged out-marriage since love could lead to marriage with 
outsiders. As a result of these marriage policies, clans and tribes disappeared, and nuclear 
family structure and individualistic culture developed in Europe. By creating links between 
unrelated individuals, out-marriage served as a model for bureaucratic relations and 
impersonal cooperation which supported impersonal cooperation and the development of 
modern institutions. On the other hand, in-marriage became an obstacle to the creation of 
impersonal relationships and institutions in societies such as China and the Middle East. 

This study aims to contribute to our knowledge of the interrelation of the two 
institutions – inheritance systems and marriage practices – and their implications for gender 
norms. In the pre-industrial world, especially in agricultural societies, land as the basic means 
of production was universally transmitted between close kin (Goody 1969). Even in today’s 
developing countries, most land is acquired through inheritance as a non-market mechanism 
of land allocation among kin (Platteau & Baland 2001). In such a world, ‘kinship and 
property are closely interlocked’ (Goody 1969, p.70). 

The emphasis on the importance of this link has a long history in social sciences. Max 
Weber (1978) perceived a kin group as ‘a group of expectant heirs’ (p.365). Lewis Morgan 
(1871) emphasized that, even in the face of other factors, ‘with more effective power the 
rights of property might influence the system of relationship’ (p.14). Jack Goody (1976) noted 
that inheritance is an institution ‘in which interpersonal relationships are structured’ (p.1). It is 
from this perspective that I propose my hypotheses. I will review the literature on how 
inheritance systems are deep-rooted in geographical characteristics and the subsistence 
economy. Therefore, it is more plausible to consider inheritance as an economic determinant 
of more flexible social institutions such as marriage practices and gender norms. 
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When studying land, inheritance and kinship, it is impossible to ignore gender norms. 
In a famous study, Alesina et al. (2013) test Boserup’s (1970) hypothesis that traditional 
agricultural practices influenced the historical gender division of labour and the evolution of 
gender norms. The hypothesis suggests that women’s lower productivity (due to relatively 
lower upper body strength) under plow agriculture leads to a lower demand for female labour 
in agriculture. This is expected to have a negative impact on the participation of women in 
agriculture which carries over to beliefs about their role and participation in society generally. 
In this study, I will argue that not only the form of agricultural organization on the land – as 
demonstrated by Alesina et al. (2013) – but also the rules of land transmission can play an 
important role in the evolution of gender norms. 

Using inheritance systems as an explanatory variable, the paper presents a theoretical 
and empirical study of existing differences in gender norms and marriage practices across 
societies. In the theory section, I assume that the objective function of the family head in the 
pre-industrial world was to preserve the patrilineal succession, i.e. to minimize the probability 
of patrilineal extinction in order to perpetuate his family name. At the same time, there are 
non-convexities in the production technology set which exhibits locally increasing returns due 
to the size of the land required for plowing and harrowing, or to create a local political power 
(such as a feudal estate). Combining insights from anthropological and historical studies, I 
suggest the following hypotheses.101 

Hypothesis (1): When women are included in inheritance (partible inheritance by both 
sexes), in-marriage – in the form of cousin marriage and endogamy – is more frequent 
because it keeps the land within the male line and therefore decreases the probability of 
patrilineal extinction. In-marriage also provides a mechanism to decrease land fragmentation; 
a male can marry a woman within the kin or community to pool the land and resources, which 
decreases land and capital fragmentation.102 Cousin marriage also decreases the rivalry and 
conflict among siblings over inheritance by creating overlapping interests among their 
offspring; a sister’s offspring will benefit from the property of a brother when it passes to his 
offspring. 

Hypothesis (2): As discussed above, female inheritance promotes consanguinity and 
endogamy. However, since love might lead to marriage with outsiders, arranging 
consanguineous and endogamous unions requires controlling love and courtship through 
gender segregation and restrictions on contact between opposite sexes. There are good reasons 
that these tend to disadvantage women. First, gender segregation more likely leads to 
seclusion of women at home, because male labour is needed in the fields due to men’s higher 
productivity in agriculture. In other words, gender segregation intensifies the pre-existing 
division of labour within the agricultural family. Second, when women need to go outside the 
home, restriction of contact between the sexes takes the form of the veil (such as burqa or 
niqab) for women. Wearing the veil is incompatible with participation in agriculture, which 
involves strenuous manual work. Third, the sexual behaviour of women can more easily be 
screened (through virginity and unwanted pregnancy) than that of men. 

Moreover, when women are included in inheritance, stricter norms on female sexuality 
are generally imposed. Female sexual freedom is a threat to a family’s property because out-
of-wedlock children are connected to the family due to maternity certainty, and therefore are 
considered potential heirs. Avoiding illegitimate children by stressing virginity before 
marriage and by controlling courtship protect the kin group from dispersion of property by 
illegitimate children and also limit the possibility of conflicting claims on the estate in which 
a woman has rights. 

                                                 
101 I base my arguments on inheritance of land only, both for the sake of clarity and because land was the most 

important form of property in the pre-industrial era. However, my arguments and hypotheses may well 
apply to other property such as herds or commercial property. 

102 Under partible inheritance by sons only, marriage to a landless woman does not diminish land fragmentation 
and is irrelevant to keeping the land within the patrilineage. 
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The hypotheses above seem counter-intuitive at first glance, since in the modern 
world, women’s inheritance rights enable them to control and exploit their property and 
therefore improve their social and economic prospects. The same is true for pre-industrial 
matrilineal societies. However, in most pre-industrial societies, women with inheritance rights 
mainly functioned as ‘carriers of property from father to husband and onto children, rather 
than active producers and managers of wealth’ (Howell 2010, p.139). Female inheritance and 
dowry were the transmission of property through women, not to women (Cole 2003). Unequal 
gender norms could therefore be generated by a unique institutional environment 
characterized by the intersection of female inheritance and a patrilineal system. 

This study has important implications for the evolution of in-marriage and unequal 
gender norms in Islamic societies, in which Sharia has required female inheritance. Of all 
economic rules in the Qur’an, the most detailed are those of inheritance (Kuran 2012). The 
Qur’an, the main source of Islamic law, explicitly states the Islamic inheritance rules in such 
detail that very little space is left for interpretations. Islam, in fact, may be the only religion 
that formally specifies women’s rights and, from the beginning, sought ways to protect these 
rights. Therefore, Muslims everywhere are obliged to follow the Qur’anic instructions 
regarding inheritance. 

It is true that there is no specific guidance in the Qur’an to encourage consanguinity 
(Bittles 2012). However, conversion to Islam may have encouraged the high prevalence of 
cousin marriages in Islamic countries through the Qur’anic law of inheritance (Goody 1983). 
In line with my arguments in the theory section, this may also explain why gender 
segregation, seclusion of women inside homes, and the veiling of women are most common 
and female economic participation is lowest in the Middle East. On the other hand, in 
Northwest Europe, where women were usually excluded from inheritance, cousin marriages 
are rare, and women enjoy more freedom and participation. 

Despite attempts to disinherit women in Islamic populations, they still inherited 
property more often than their counterparts in Europe. Even if a Muslim family succeeded in 
completely disinheriting a female member, she had the option of suing her brothers in the 
Islamic court, especially after she was married and had the support of a husband. Therefore, 
female inheritance was a costly institution for Islamic patrilineages in terms of either diffusion 
or fragmentation of property or conflict over inheritance. In both cases, in-marriage and 
restrictions on female sexual freedom could develop as complementary institutions, as 
mentioned earlier. 

This study also has important implications for the argument that the divergence 
between Europe and the rest of the world can be traced to the Catholic Church’s family and 
marriage policies such as the prohibition of cousin marriage and the promotion of consensual 
marriage. It is true that consanguineous and arranged marriages have been historically low in 
Christian countries. However, low consanguineous and arranged marriage rates in Europe are 
also consistent with the fact that impartible inheritance (such as primogeniture) was 
historically more common in Northwest Europe. According to the hypotheses, compared with 
partible inheritance by both sexes, family heads have less preference towards cousin marriage, 
and less concern regarding love and courtship of their daughters if impartible inheritance is 
practised. 

The Church’s prohibitions on consanguinity and encouragement of consensual 
marriage were rarely challenged by cultural entrepreneurs or cultural deviants because, by 
excluding women, impartible inheritance did not provide economic incentives for 
consanguineous or arranged marriages. In other words, the Catholic Church’s marriage 
regulations were institutionally feasible in Europe because the prevailing impartible 
inheritance allowed out-marriage.103 

                                                 
103 In addition, even the Church’s family and marriage regulations might have formed and evolved in response to 

inheritance rules. According to Jack Goody (1983), an edict of a Roman emperor allowed the Church to 
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In the empirical section, I use regression analysis on three different datasets 
(Ethnographic Atlas societies, Italian provinces, and individuals from Indonesian 
communities) to test the correlations predicted by the hypotheses. For the regression analysis 
of the Ethnographic Atlas data, I use the extended version with 1,291 observations of pre-
industrial societies, and I control for a wide range of ethnographic and geographic variables. 
Consistent with the hypotheses, the regression analysis using the Ethnographic Atlas confirms 
that female inheritance decreases female participation in agriculture and increases cousin 
marriage, endogamy, and female premarital sex prohibitions. 

As a second empirical strategy, I test the effect of traditional inheritance systems in 
Italian provinces – derived from Todd’s (1990) map – on consanguineous marriage rates 
during 1940-1965 – as collected by Cavalli-Sforza et al. (2004) from Vatican archives. The 
analysis shows that despite the Church’s prohibitions, Italian provinces with egalitarian 
medieval inheritance systems – which included women in inheritance – have experienced 
higher consanguinity rates. 

In my third empirical strategy, using data from the Ethnographic Atlas on inheritance 
practices of Indonesian ethnicities, and based on self-reported ethnicity by respondents in the 
Indonesia Family Life Survey (IFLS), I show that female descendants of ethnicities that 
traditionally included women in inheritance are more likely to marry endogamously from 
within the village, less likely to choose their husbands by themselves (i.e. more likely to be in 
arranged marriages), and less likely to be employed or work in a family business or farm. 

I also attempt to show not only different traditional inheritance systems have different 
consequences for marriage practices and social norms across societies, but also different 
expectations of inheritance, even in today’s developing countries, may create different 
marriage outcomes for individuals living in the same society. Using data from IFLS, I find 
that married adults who inherit from their parents later in life are more likely to be in 
endogamous and arranged marriages. This effect is obtained from a strict regression analysis 
controlling for individual characteristics, and village-level, religion and ethnicity fixed effects. 

Finally, I use the Hindu Succession Act (HSA), the reform of inheritance regulation in 
India that was adopted in different states in India between 1976 and 2005 to provide evidence 
of the causal impact of female inheritance on in-marriage and gender norms. 
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State-led industrialization? 
The origins of the ISI model in Chile, 1932-45 
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The import-substitution industrialization (ISI) model was an economic programme based on 
the expansion of the role of the state and the orientation toward domestic market. It was 
initially implemented during the Great Depression and went into crisis in the mid-1950s, 
owing to acute inflationary pressures.104 Historians have focused on the role of state agencies 
during this period, emphasizing the modernization plans carried out in strategic areas such as 
electricity, steel or oil.105 However, the role of business associations or the private sectors 
during this period is under-researched in the economic history of Latin America.106 Drawing 
on network analysis as well as on qualitative archival evidence, my paper attempts to fill this 
gap in the literature through the examination of the Chilean case. 

I show that this period, contrary to the assumptions of historians, was characterized by 
the incapacity of state agencies to carry out policies on their own account, in spite of the fact 
that economic reforms had to be financed with fiscal resources. 

I first examine the institutional framework, focusing on the distinction between 
management and source of financing of state agencies. Second, I analyse the problems arising 
from inferring the existence of a period of ‘state domination’ through macroeconomic 
indicators. Third, I show the historical sources employed. Fourth, I describe the empirical 
strategy. Fifth, I examine the main results. Lastly, I conclude with a discussion which focuses 
on: (1) the political sense that a review of non-state actors during the ISI period has at present; 
(2) how the financing of the ISI programmes (income taxes on U.S. copper companies) 
provoked, at the same time, the underfunding of social policies. 

Researches on the ISI model in Chile and Latin America normally employ approaches 
in which the state is considered to be a neutral, rational or impersonal entity. Frequently, the 
power struggles existing ‘behind’ state decisions are ignored. To the best of my knowledge, 
this study is the first to analyse the role of non-state actors during the ISI period in Chile using 
network analysis. 
 

Institutional framework 

Despite the fact that most economic historians have suggested that, in Latin America, the ISI 
period was characterized by state intervention in the economy, in Chile the situation seems to 
have been different. 

In the first place, before the Second Word War, the main source of financing was 
neither fiscal revenues nor credits granted by government agencies. Instead, the strategies of 
capitalization toward private sectors came from two different sources. Before the crisis, 
capital came primarily from U.S. financial markets. At the beginning of the 1920s, large U.S. 
investors, like the National City Bank, became the main funders of the Chilean economic 
reforms, surpassing British bankers, whose power in Latin America was in decline after the 
war. After the crisis, without the possibility of continuing to ask for international financing 
funds, the indirect use of the Central Bank resources to capitalize national enterprises was 
implemented. By means of this credit policy, production recovered its pre-crisis levels, but the 
irregular and continuous issuances provoked a serious problem of inflation. 

                                                 
104 For empirical statements, see Bertola & Ocampo (2012) and Bulmer-Thomas (2008).  
105 Meller (1998). 
106 For empirical statements, see Ortega (1999).  
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In the second place, development policies were carried out by semi-government credit 
institutes (SGCIs), such as the Instituto de Crédito Industrial, the Caja de Crédito Minero or 
the Caja de Crédito Agrícola,107 therefore the incidence of the government in office was more 
virtual than real. These organizations, created in the late 1920s, were joint-stock corporations, 
whose objective was to capitalize small and medium-scale Chilean entrepreneurs, extending 
loans with the credit facilities (interest, guarantees, payments) that the traditional banks were 
not able to provide. Despite the fact that the state was the main owner of the share capital, the 
management of these institutes was in charge of a balanced group of interests, including 
public officials, representative of business associations, and members of scientific institutes. 
Besides, as shown below, state actors designated for the directories were, at the same time, 
members of the leading business groups or had strong connections with the private sector. 

Thus, during the interwar period, neither the funding sources nor the management of 
credit policies was completely in charge of state agencies, such as the ministries of Finance, 
Agriculture or Development. State direct intervention was reduced to the legal provision that 
authorized the appointment of government representatives in the directories of the SGCIs. 

According to historians, this situation would have changed in so far as a government 
agency, the Production Development Corporation (known in Spanish as Corfo), created in 
1939, takes control of economic reforms. Nevertheless, historians do not usually distinguish 
between management and source of financing of the Corfo. The general regulation of this 
corporation sought to limit the direct participation of the governments in office and ensure a 
nonpartisan use of its powers. In addition, the majority of its directors, whether delegates of 
the ministries or members of scientific institutions, had evident links with business 
associations or private enterprises. Consequently, the management of credit policies, during 
and after the war, did not change and remained in indirect control of non-state actors. 

The real changes occurred with respect to the source of financing. During the late 
1930s, the strategy base on Central Bank issuances to finance the SGCIs had gone into crisis 
owing to inflation. For this reason, economic elites lobbied the government to authorize the 
Corfo to obtain international financial support from the Export and Import Bank of 
Washington (Eximbank). The bank, meanwhile, trying to prevent the irresponsible use of its 
loans, required to the Chilean government that income taxes on copper companies were used 
exclusively for the payments of Corfo’s debts. As a result, both foreign capitals and taxes on 
raw materials (the traditional sources of fiscal revenues in Latin America) were restricted to 
the Corfo’s programmes, to the detriment of social policies (housing, health, education, social 
security and pensions). 

Therefore, the so-called ISI period in Chile was characterized by the incapacity of 
state agencies to carry out policies on their own account, in spite of the fact that Corfo’s debts 
had to be paid with fiscal resources. The real actors behind these policies, whether legally or 
indirectly, were business associations and private enterprises. Nonetheless, historians and 
economists tend to utilize indicators that impede the appropriate observation of this 
phenomenon. 
 

Problem 

Historians and economists have utilized two economic indicators to conclude that the state 
was the central actor during the ISI period. First, the GDP by sectors of economic activity, 
which reveals an important increase in both state services and the manufacturing sector. 
Researchers infer that the strengthening of state intervention in the economy would be similar 
to the increase of state services. In addition, considering that industrialization was the purpose 
of credit policies, the growth of the manufacturing sector would be a signal of the success of 
the ISI programmes. However, these indicators show merely the fact that production 

                                                 
107 Industrial Credit Institute, Mining Credit Fund, and Agrarian Credit Fund. 
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increased or decreased, and are not able to put in view social actors behind the economic 
policies. 

Second, it is common the reference to the increase of public resources that private and 
semi-public enterprises received through the Corfo. The rise of income taxes on U.S. copper 
companies would be also considered as an indication of ‘statism’. Nevertheless, due to its 
general regulation, the involvement of Corfo in business decisions of companies that had 
received loans or technical support was not allowed. In this aspect, the so-called state 
intervention was more superficial than real. 

Both GDP and public investment are macroeconomic indicators. Instead, the state as 
the actor which was ‘in control’ of economic activities or the existence of a period of ‘state 
domination’ are historical interpretations, which have a political sense at present. In order to 
clarify this misinterpretation, I propose the utilization of a different empirical strategy. 
 

Data 

I construct a new dataset which contains the ties between directors of private joint-stock 
companies, members of semi-government development agencies, congressmen, and 
representatives of business associations. The data were retrieved from the Bibliographic 
Dictionary of Chile, published by the Empresa Periodística de Chile. To provide information 
on the evolution of the enterprises which received public funds or scientific support from 
government or semi-government agencies, I drew on the reports of the Santiago Stock 
Exchange and the Valparaíso Stock Exchange, together with the monthly bulletins of the 
leading business associations. 
 

Empirical strategy  

In order to investigate the ties between enterprises, public charges, and business associations, 
I use network analysis.108 The figures are elaborated using Pajek.109 The steps are the 
following: 

Step one: I construct a dataset which includes two sub-sets: a group of actors (94 
enterprises) and a group of events (Central Bank, members of Parliament, ministries, business 
associations, agricultural properties, SGCIs, and Corfo). The enterprises are depicted with a 
number that represents an economic category: 1. Manufacture; 2. Mining; 3. Agriculture; 4. 
Commercial; 5. Chemical products; 6. Banks and Insurance companies; 7. Communications; 
8. Energy; 9. Others. 

Step two: I elaborate a two-mode network that contains the links between actors and 
events, when at least one company director had a charge in one of the selected organizations. 
To have information on the amount of companies that had a link with an ‘event’, I use a 
simple centrality degree index, namely, the number of lines (ties) incident with a vertex. 
 

                                                 
108 For theoretical statements, see Wasserman & Faust (1994), Scott & Carrington (2011).  
109 For methodological statements, see De Nooy, W. et al. (2011). 
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Figure 1: Step two. Two-mode network between enterprises and public charges or business 
associations 

 
 

SGCIs: Industrial Credit Institute (IC-Industrial); Agrarian Credit Fund (CC-Agrario); Mining Credit Fund (CC-
Minero). Business Associations: Federation of Chilean Industrial (Sofofa); National Mining Society (Sonami); 
National Agriculture Society (SNA); CPC: Confederation of Production and Commerce. 
 

Step three: I derive the two-mode network in a one-mode network of actors in which 
two enterprises are connected when both had (at least) one director in the same ‘event’. It is 
important to point out that the ties (lines) in this second network show only that two 
enterprises had at least one director in one ‘event’, but it is not possible to know the actual 
number. 
 

Figure 2: Step three. One-mode network of ties between enterprises (derived from step two) 
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Step four: to solve this problem, the lines in the derived one-mode network are valued 
with the original number of lines between two actors. Such a line value is called line 
multiplicity. 

Step five: cohesive subgroups based on line multiplicity are recognized. The larger the 
number of interlocks between two companies, the stronger or more cohesive their tie.  
 

Results 

The first result is that there was no enterprise which did not have a link with one of the 
selected ‘events’. 

According to the degree index, the ‘agricultural properties with commercial purposes’ 
stand out as being of crucial importance. This means, as research suggests, that there existed 
no clear differentiation between industrial, mining or agricultural elites. It also indicates, 
considering the low rates of return on agricultural investment, that the social status of 
‘landowner’ was more important than farm income. The next positions are occupied by the 
sub-group formed by the Corfo, the ministries, the Central Bank, and the representatives (or 
deputies). That is, the executive and legislative powers. This confirms the hypothesis that 
suggests that entrepreneurs had strong connections with public institutions. 
 

Table 1: Degree of ‘events’ in the two-mode network 

Events Degree 
Agricultural properties with commercial purposes 44 
Corfo 38 
Ministries 37 
Representatives 33 
Central Bank 29 
SNA 27 
Sofofa 18 
Sonami 16 
CPC 13 
CC-Agrario 11 
CC-Minero 6 
Senate 9 
IC-Industrial 2 

 

The business associations (SNA, Sofofa, Sonami, and CPC) have an intermediate position. 
However, in figure 1, in which the ‘events’ are located according to common ties among them 
(the closer they are located, the more frequent their connections through ties with the same 
enterprises), the situation is different. The associations, together with the Chamber of 
Deputies, have a central position. In fact, both constituted, in the middle of the twentieth 
century, the most important spaces in which businessmen could voice their ideas or claims. 
Besides, the right-wing parties were traditionally the principal political force in the 
Parliament. 
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Figure 3: Step five. Cohesive sub-group, derived from step three, based on line multiplicity 

 
Figure 3 summarizes the relations among enterprises. In the first place, the figure shows that 
the majority of the selected companies were industrial enterprises (category 1). According to 
the definition of line multiplicity, it implies that industrial companies tended to have 
connections that involved co-participation in more ‘events’. In the second place, it is possible 
to observe that industrial and mining (category 2) companies had a central position. This 
means that, in comparison with other sectors, both tended to have more connections with 
other categories, such as agriculture or energy. Thus, the ties of industrial companies were 
more diverse (involved more sectors) and stronger (involved more ‘events’). The mining 
sector is also located in the centre, but it has less presence in the sub-network. 
 

Discussion 

According to the current interpretations, the ISI model in Latin America was based on the 
existence of a dominant state. In contrast, this research suggests that: (1) historians tend to 
ignore the difference between management and financing during this period; (2) in Chile, the 
execution of the ISI model was characterized by the incapacity of state agencies to carry out 
policies on their own account, in spite of the fact that economic reforms had to be financed 
with fiscal resources. The evident connections that business associations and private 
enterprises had in the public sector, and their role in the management of economic policies, 
remain under-researched. 

As shown above, private enterprises had strong connections with public institutions, 
such as the Corfo, the Central Bank or the ministries. Moreover, business associations and the 
Chamber of Deputies were considerably interconnected through company directors. Among 
the selected enterprises, the industrial sector, which was the focus of economic policies, 
stands out as having more diverse (involved more sectors) and stronger (involved more 
‘events’) ties. 

By means of these connections, the private sector had the possibility to ensure the 
‘appropriate utilization’ of fiscal resources, notwithstanding the fact that centre-left wing 
parties were in government. The taxes on copper companies, for example, which were the 
main source of fiscal revenue, were legally reserved for the payment of Corfo’s foreign debt. 
Besides, this corporation was the only semi-autonomous state agency allowed to borrow from 
abroad. Thus, for the implementation of social policies (housing, pensions, health, education), 
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the use of resources from taxes on raw materials was not permitted, forcing the governments 
to resort to Central Bank issuances. 

In the mid-1950s, due to the inflationary pressures that the underfunding of social 
policies provoked, the ISI model went into crisis. Was this situation only the consequence of 
‘irresponsible’ governments? Can the income taxes on copper companies, which were used to 
finance the Corfo’s debt with the Eximbank, be considered as ‘national interest’? Nowadays, 
the idea that the most important actor during this period was an impersonal state, seems to 
suggest that the mistakes committed were also ‘impersonal’. 
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Newspaper readers in postwar Britain read about the remarkably peaceful state of West 
German industrial relations, one journal commenting that ‘everyone had come to feel that the 
German’s don’t strike’.110  The economist Graham Hallett even went so far as to describe 
German industrial relations as ‘idyllic’.111  British diplomats on the ground in Germany such 
as the ambassador, Sir Frank Roberts, and his longstanding labour attaché, E.C.M 
Cullingford, primarily attributed Germany’s strong economic growth – the so-called ‘German 
Wirtschaftswunder’ – to its system of industrial relations.112 The state of German industrial 
relations was in stark contrast to the conflict-ridden industrial relations in Britain with its 
much higher number of days lost each year through strikes.113  British trade union leaders 
simply seemed to be losing control of collective bargaining to militant shop stewards and 
unofficial strike action. So how far did the German industrial relations system impress trade 
unionists, policy-makers and academics in Britain, and were there any features they wished to 
introduce into Britain? 
 

The postwar revival of German trade unionism during the British military occupation 

The British long prided themselves on the part they played in the successful reintroduction of 
trade unionism into West Germany after the war, but the system which the Germans 
established under the noses of their military occupiers was very different to the British 
system.  In Germany, just 16 industry-based trade unions were established, collective 
agreements were made legally enforceable and works councils, designed to allow the informal 
resolution of shopfloor grievances by managers and employees, were widely established by 
law.  In Britain, on the other hand, there was a patchwork of 300 or so largely craft-based 
trade unions, a voluntarist consensus which kept the law out of collective bargaining, and also 
kept trade union shop stewards very much involved in local grievances.  Ironically, in front of 
the Royal Commission appointed to investigate the state of industrial relations,114 the TUC 
General Secretary, Vic Feather, could not resist making the claim that the German trades 
unions had been ‘made’ by the TUC in Congress House after the war. Feather even admitted 
that the German system of industry-based unionism was the ideal and said that he would 
personally have supported its introduction into Britain, if able to start afresh, but, in view of 
British traditions, dismissed industrial unions as ‘impractical’ without offering any 
explanation of why this might have been so.115  In his evidence to the Royal Commission he 
made no mention of, nor was he asked about, the TUC’s recent reversal of its 1962  
conference decision to encourage the ‘consolidation’ of trade unions.  Despite all the TUC’s 

                                                 
110 The Economist, 14 August 1954, p.523. 
111 Graham Hallett, ‘Britain and the Future of Germany’ in Political Quarterly, 39 (1968), p.284. 
112 TNA, LAB 13/2129, Frank Roberts, ‘The German Economic Miracle: How Do They Do It?’, 8 January 1965; 

TNA, LAB 132638, Bonn labour attaché to Dept. of Employment, ‘Paper on Industrial relations and 
German prosperity’, December 1968.  Other diplomats such as General Robertson, Sir Ivone Kirkpatrick, 
Sir Christopher Steel, Sir William Strang and Sir Nicholas Henderson all wrote about how impressed they 
were by the peaceful state of industrial relations in Germany. 

113 Between 1951 and 1962, the number of days lost per 100 workers was 4.9 in Germany and 27.2 days in 
Britain; by 1968 the comparable numbers of days lost were less than 1 in Germany and 37 in Britain, see 
‘International Comparison of Days Lost through Industrial Disputes’, in Bodleian, MS Castle, December 
1969. 

114 HMSO, Report of the Royal Commission on Trade Unions and Employers’ Associations 1965-68 (1968) 
Cmnd.3623. 

115 Royal Commission, Minutes of Evidence, 61, para 10,268 (evidence of Vic Feather in 1967). 
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fraternal delegations to meet German trade unionists over the years, there was little or no 
appetite for any change, indeed there was outright hostility, all justified on the basis that it 
should be entirely up to the members how they chose to be represented which they 
complacently assumed would inevitably be in accordance with the existing voluntarist 
arrangements.116  

German trade unionists had been determined in 1945 to avoid a repetition of the 
Nazi’s suppression of trade unionism by presenting a united front in the form of a strong all-
encompassing single trade union.  Neither the British military authorities nor the TUC liked 
the idea. The military authorities feared the prospect of too much power in the hands of a 
single institution. The TUC was sceptical of a single trade union representing different crafts 
and skills throughout an industry. The Germans eventually settled for 16 industrial trade 
unions.  Without the British realizing it, the German trade unions had set out on a path which 
would make them very different in character to British trade unions.  As larger ‘industry-
based’ entities, they were much better funded, with members’ subscriptions on average five 
times greater than in Britain.   They were therefore able to hire more highly qualified officers, 
many of them university-trained economics graduates.  With a more professional staff, their 
approach to collective bargaining was much more analytical. They studied the economics of 
each industry as a whole and formulated wage demands which took the profitability of each 
industry into account, rather than simply demanding ‘x plus inflation plus y per cent’ each 
year as in Britain. 

The head of the British Manpower Division, Luce, repeatedly confirmed British 
support for ‘a strong responsible trade union movement’.  However, there was one 
development in postwar German trades unionism which the British military authorities found 
particularly alarming and that was the demand for co-determination.  This took two forms.  
Firstly, Mitbestimmungsgesetz which German trade unionists described as ‘the real thing’, 
involving equal numbers of management and workers on the supervisory board and the 
appointment by the trade unions of a worker director on the management board.  Whilst the 
Labour government in Britain was at first sympathetic towards this obviously democratic 
development, which also promised to keep in check some of the overbearing power of the 
Ruhr’s industrial barons, the military authorities quickly came to oppose their introduction 
outside the iron, steel and coal industries.  They felt it might make management’s job more 
difficult and delay any economic revival.  The other type of co-determination demanded by 
the German trade unions was intended to cover everyone else in private employment.   It 
involved the establishment of works councils on which managers and workers (not 
necessarily trade unionists) would sit to resolve local grievances and other social and 
personnel matters. 

In the May 1950 edition of the Manpower Adviser newsletter sent to Whitehall 
offices, it was noted how all German trade union efforts were directed towards the 
achievement of co-determination and that there was a ‘remarkable unanimity of opinion 
amongst all sections of the movement on the general principle involved’.117  The Foreign 
Office, and indeed the TUC, were worried that works councils impeded the growth in the 
number of German trade unionists, one official commenting that the TUC was ‘worried that 
works council machinery might be used in defiance of, or in competition with, the trade union 
movement’.118   The British military authorities also feared that the works councils were a 
front for Communist infiltration, unlike trade unions which were assumed not to be.  When 
the British first saw the German trade unionists’ draft law on co-determination, the Manpower 
Industrial Relations Director commented that ‘there is a great deal in this law which is not in 
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accordance with British notions … It is a first step towards curtailing the powers of private 
ownership in industry’.119 

The reason Germans trade unionists attached so much importance to works councils 
was that they envisaged they would be introduced by legislation, thereby conferring ‘rights’ 
on workers to participate in management, a feature considered particularly important by a 
nation where rights had been arbitrarily taken away in recent memory.   The British were 
disappointed that the marked enthusiasm they noted amongst German workers about works 
council elections was in contrast to their more muted enthusiasm for trade unions.  The British 
would have been more comfortable if the Germans had wanted something closer to the British 
system of joint consultation which had been widely adopted in the civil service.  Joint 
consultation they felt did not restrict management prerogatives in quite the same way as they 
feared works councils would do.  The British were prepared to tolerate the establishment of 
works councils as part of a freely negotiated collective bargaining agreement, but they 
remained firmly opposed to any universal imposition of works councils by law.  German trade 
unionists began to promote legislation on works councils in several of the Land parliaments 
during the period of military occupation, but the British quickly moved to quash these 
proposals.  They decided to treat any works council legislation as invalid whilst they 
remained in military occupation, but told the Germans it was up to them what they did once 
the proposed Federal Republic had been founded as it was in 1949. After that, the Federal 
government soon passed the necessary laws for Mitbestimmungsgesetz in the iron, steel and 
coal industries and for works councils elsewhere in private business. 

British trade unionists were proud that the law played no part in collective bargaining 
in Britain and compared this to the Germans who they believed had tied up their collective 
bargaining in legal rules which could only reduce their negotiating flexibility and risked the 
potential involvement of the courts and legal penalties.  German collective agreements usually 
lasted for between eighteen and thirty months and were all legally enforceable and it was 
generally only at the expiry of an agreement, if new terms could not be agreed, that there was 
any real risk of industrial action.  Even so, disputes during the negotiation of new collective 
agreements were relatively uncommon. 

The Foreign Office took the unusual step, as Britain withdrew from military 
occupation, of publishing an ‘account’ of the revival of trades unionism in the British zone.120 
The TUC interest in the early German trade unions was acknowledged but the paper made 
clear that Britain had reservations about many of the features of the German system which 
had developed over the five years of British involvement, in particular, the promotion of co-
determination, Britain’s role in passing legislation which set up the system of labour courts 
and the legal enforceability of collective agreements.  The British had helped bring the 
German system into being but regretted that the German trade unions had not been persuaded 
to follow a more voluntarist path, as in Britain. 
 

The 1968 Royal Commission Report and the German model of trade unionism 

By 1965, the poor state of British industrial relations was causing considerable concern.  
Harold Wilson appointed a Royal Commission to investigate and report on how the reform of 
industrial relations might help in ‘accelerating the social and economic advance of the nation’.  
He and his Secretary of State, Barbara Castle, did not disguise their hope that the Royal 
Commission would bring forward some very radical proposals.  The majority of the 
Commission members, however, were mostly concerned to work ‘with’ the trade unions and 
not be seen to try and impose unwelcome policies and consequently came up with little more 
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than a proposal for the voluntary registration of collective agreements and some ideas to 
encourage the extension of collective bargaining in the workplace. 

The appointment of the Royal Commission was a missed opportunity to think about 
why industrial relations often worked better overseas and particularly in Germany where the 
peaceful state of industrial relations continued to be regularly extolled by British officials in 
Germany and in the British press.121  However, the Royal Commission made no attempt to 
investigate the system of German industrial relations and made only the most cursory 
investigation of industrial relations elsewhere.122  Even though a number of  witnesses gave 
evidence on the advantages of ‘industrial unions’ and the legal enforceability of collective 
agreements, the TUC’s evidence that they could not be taken up in Britain was accepted 
uncritically and the majority of the Commissioners, as convinced voluntarists, rejected 
industrial unions and any involvement of the law in the reform of collective bargaining.  
There was in fact only one area of German industrial relations which the Commission chose 
to investigate and this was the question of workers on the board through 
Mitbestimmungsgesetz.  The TUC, after a campaign for ‘industrial democracy’ led by the 
veteran trade unionist, Sir Jack Jones, had suggested that workers might be appointed not just 
to the main board level but also to boards at all levels of management.  The Commissioners – 
or rather several of them – travelled to Germany to investigate how this might work and 
visited several Ruhr firms operating Mitbestimmungsgesetz.  Despite the Bonn labour attaché, 
who escorted them in Germany, saying they were wasting their time and should instead 
investigate the works council system as more relevant to Britain, they nevertheless limited 
their investigation to studying only Mitbestimmungsgesetz which they found offered no 
evidence supporting a recommendation that workers should be appointed to any boards.  The 
Bonn labour attaché later expressed his regret that ‘works councils were given so little 
consideration in the Royal Commission’s Report’.123  There had, he felt, been no effort made 
to investigate the German system of industrial relations properly. 

What seemed to pass by most commentators in Britain except the Economist and one 
or two others particularly diplomats in the Bonn embassy and their correspondents in 
Whitehall is that, whilst British industrial relations continued to deteriorate because of a 
multiplicity of competing unions and fractious shop stewards, in Germany, the formation of 
16 industrial trade unions after the war had led to a number of worthwhile developments:- 
1.German trade unions became large and wealthy, employing large numbers of highly 
qualified staff who concentrated on reaching collective agreements affecting whole industries 
rather than just those with similar skills in different industries with different levels of 
profitability.   
2. The works councils comprised workers sitting down with their managers to informally 
discuss local grievances and disputes without bringing the trade unions into the situation 
(although the employee officials were often trade unionists themselves).  
3. The Germans – trade unionists and employers alike – accepted the involvement of the law 
in collective bargaining as wholly appropriate.  It ensured that any agreements reached were 
respected much better by the parties during their term. 

The British ‘man in the street’, when he thought about the differences between British 
and German workers perceived them in a national stereotype as harder working, better paid, 
and indeed suffused with their militaristic heritage.  However, it is doubtful national 
stereotypes can explain differences in productivity.  After all, German trade unionists had 
showed themselves by far the more militant and strike-prone of the two nations after the First 
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World War.  Cullingford, the astute Bonn labour attaché, noted that the Germans did not even 
work more hours, only more ‘intensively’ than the British, by which he meant more 
productively through the better organization of their work, with work practices carefully 
negotiated through the works councils which had no equivalent in Britain 

This paper suggests that the difference in British and German postwar industrial 
relations is more likely to be explained not by national stereotypes but by the very different 
institutional structures of the two systems of industrial relations.  Many of the features of the 
German system which the British perceived as undesirable for one reason or another, turned 
out to be key supports of Germany’s successful industrial relations and indirectly its 
impressive economic performance.  If the British had better understood the German system, it 
may be that they would not have maintained their rather aloof attitude. 
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This paper presents the evolvement of the insurance companies’ supervision from the second 
half of the nineteenth century in Hungary.  It seeks to find out which proposals and initiatives 
raised regarding the organization of the insurance sector’s supervision, which debates had 
been taken place at relevant professional forums, which supervisory body had been 
established to practise supervisory activity, and what were its main functions. The paper 
presents the situation of the insurance market at that time, the concerning elaborated 
amendments and acts; it also details the supervisory principles that came into surface during 
the time of the evolvement of insurance supervision. 

The insurance sector has developed intensively in Hungary, while the insurance 
companies’ activity – which appeared in higher numbers in the 1820s – was related mostly to 
agriculture at the beginning, the hundred years later established insurance companies were 
dealt with modern insurance businesses as well. Considering the fact that the insurance 
market was deemed riskier than the financial market, in parallel to the intensive appearance of 
insurance companies, several proposals have emerged to supervise these institutions, among 
them, the two-tier system, the proposal of the establishment of the State Insurance Office (in 
which a number of presently used basic supervisory principles have been appeared) can be 
highlighted. In the frame of the two-tier system, which was proposed by Miksa Havas, 
academic teacher and auditor, a ‘central office’ would have collected regular data reports 
every 6 months, and examined the conduct of business at random; furthermore, yearly on-site 
examination would have been carried out without any prior notice. The State Insurance Office 
would have been entitled to audit the calculation method of insurance commission reserves, 
its compliance with legal regulations, and the adequacy of the Deed of Foundations, business 
plans, annual reports and business reports. Unfortunately, these proposals have not been 
accomplished, mainly due to the experienced conflict of interests and the circumstances of the 
First World War. 

The occurred bankruptcies of domestic and foreign insurance companies, the 
appearance of anti-insurance humour and the collapse of the idea of ‘World of Security’ all 
contributed to the strengthening demand for the establishment of insurance companies’ 
supervision, and to the elaboration of the relevant law in 1923, and also to the establishment 
of the Supervisory Authority responsible for supervising these institutions. 
 

Introduction 

In Hungary, the emergence of insurance companies backwards more than 200 years, leaving 
behind the evolvement of banks. The former had been operated in the second half of the 
eighteenth century, i.e. references can be found for the operation of an insurance 
establishment in Scepusium, which operated on the basis of mutualism, and provided 
insurance against fire-loss in case of real estates’ solely. This institution ceased its business 
activity in 1792. However, during this period, the operation of insurance establishments was 
not characteristic in Hungary, insurance companies emerged in the 1820s in greater number, 
primarily Austrian and Italian concerns set up institutions in Hungary (e. g. Austrian Mutual 
Fire-Loss Insurance Company, General Insurance Association of Trieste). Nevertheless, the 
emergence of the Hungarian insurance business can be connected to the establishment of the 
First Hungarian General Insurance Company in 1857, which had been initiated by Henrik 
Lévay insurance expert (Csury-Marosi 1931). The ‘Gründerzeit’ which could be experienced 
in the 1860s overtook the insurance companies as well, the background behind the endeavours 
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for their establishment could be the accumulated capital surplus mainly at the merchants, 
which had become significant during the Napoleonic wars, especially because of the 
transportation and the commerce of goods. These endeavours were encouraged by the 
remarkable success of the First Austrian Savings Bank’s (established in 1818 in Wien) branch 
in Hungary (Soós 1993). 

As a consequence of the ‘Gründerzeit’, the number of insurance companies had been 
increased significantly: while in the beginning of the 1860s merely 3 domestic and 9 foreign-
owned institutions operated in the country, by the end of this century the number of domestic-
owned companies reached 17, and the number of foreign companies was 32. Initially, the 
activity of the insurance companies was connected to a certain line of the agricultural sector in 
a narrow sense (e. g. fire-loss, ice-loss insurance), then at the beginning of the twentieth 
century – in parallel with the dominance of foreign institutions, which introduced newer and 
newer insurance products to the insurance sector – modern insurance businesses (e.g. car, 
accidental injury insurance) also became characteristic. Subsequently, we introduce which 
proposals have been emerged regarding the organization of insurance activity’s supervision, 
which circumstances affected its establishment, and de facto which institutions practised this 
sector’s supervision. 
 

Initiatives concerning the organization of the insurance activity’s supervision 

In the second half of the nineteenth century, the organization of the insurance market’s 
supervision gained distinguished attention. The insurance market in this period – considering 
that according to the contemporary approach, a savings bank was able to reduce the interest 
rate, but a life insurance company could neither call off the contract one-sided nor change its 
content, regardless of the circumstances (Altenburger 1898) – was deemed riskier, to compare 
with the financial market, thus organizing the supervision in this regard also deemed even 
more urgent. In connection with this, the organization of the pawn-loan market also played a 
distinguished role, because solely the Hungarian insurance companies had 24 million korona 
domestic issued mortgage-bond in face-value, which could be considered as significant, 
whereas the Austrian and other foreign insurance companies operating in Hungary altogether 
possessed 36 million korona of mortgage-bond. From the drafted initiatives for organizing the 
supervision at that time, a proposal made by Miksa Havas academic teacher, auditor can be 
highlighted. According to this proposal, a two-tier system was deemed necessary for the 
supervision of mortgage-bonds: at the first level, a so-called ‘centre office’ would have been 
entitled to request the list of pawn-loans on a six-month basis, and to randomly examine the 
proper business conduct; at the second level, experts would have been delegated to perform 
on-site examinations without any prior notice on an annual basis. According to Havas’s 
proposal, in frame of the two-tier examination, it was not necessary to place the mortgage-
bonds into custody (Havas 1901). 

The approach behind the organization of supervision (and state intervention) can be 
described as Adam Smith’s ‘invisible hand’ policy, which was not affirmatively characterized 
by Emil Dessewffy, the Chairman of the Hungarian Academy of Science between 1855-1866 
as ‘let it go, as it goes’ (Kovács 2013:121). Hugó Beck (lawyer, Chairman of the Supreme 
Court) however, anticipated compelling circumstances at the insurance companies, which 
makes state supervision necessary, considering the specifics of insurance (especially life 
insurance) business.  The idea of supervision of insurance companies was not a local 
speciality (contrary to the introduction of the Financial Institutions Centre’s resolution 
function, which was among the first in the countries that introduced such an activity), because 
the establishment of supervision and regulation was characteristic in other countries as well. 
Considering foreign examples, we can mention Austria in the first place, which issued a 
‘Vereinspatent’ in 1852, and later, in 1896, a decree regarding the regulation of insurance 
activity had also been issued. The supervision of insurance activity had materialized in other 
countries as well in different debt (e.g. Germany, Switzerland, United Kingdom, France, Italy 
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etc.) Regrettably, in Hungary, there was no supervisory authority at present, the 
administrative court was only obliged to examine the fulfilment of the disclosure 
requirements (Beck 1897), and this role had not been strengthened considerably in 1883, 
when a minister function had been established, because only the examination of the 
registration of insurance companies belonged to its competence (Róth 1890). 

From the aspect of the organization of insurance supervision, we can highlight a bill 
submitted by Hugó Beck in 1894, because it proposed to extend the disclosure requirements 
and to ensure direct supervisory power for the state, furthermore it comprehended to the 
establishment of the State Insurance Office, which would have practised the state supervision 
over insurance companies (Poór 1900). According to the bill, the Office for instance would 
have been able to examine the review method of the insurance premium reserves and its 
management’s compliance with legal regulations, the adequacy of the Deed of Foundations, 
business plans, annual and business reports, the compliance with amortization rules, 
furthermore the jurisdiction of the insurance agents. It would have been a priority for the 
Office, to regularly issue a general report regarding its examination experiences, and the bill 
also respected the adherence to the principle of market competition and equal treatment 
(Havas 1901, Altenburger 1898). Therefore, some presently used basic supervisory principles 
emerged at that time. Nevertheless, the bill was not accepted unfortunately (Éber 1912), 
mainly because of the experienced conflict of interests and the First Wold War in later years 
(Csury-Marosi 1931). 
 

Circumstances regarding the evolvement of insurance activity’s supervision 

Several factors adhered to the establishment of the insurance companies’ supervision, for 
instance the occurred domestic insurance bankruptcies (e.g. General Child and Population 
Insurance Institution in 1901, Hungarian Mutual Insurance Cooperative also in this period, 
they both exhausted not only their insurance capital but also the insurance premium reserves, 
and additional payments were not able to restore their rentability) in the twentieth century’s 
turnover. In connection with the bankruptcies, we must mention that in this period, mortality 
data were missing in Hungary, thus quantifying the relevant risks was difficult, since merely 
foreign (especially British) data and demographic statistic were available (Róth 1890), which 
meant that the relevant risks were not properly assessed. Bankruptcies occurred not only in 
Hungary, but also in other countries as well, among which we can mention the case of the 
Caisse Lafarge insurance company in France. Due to the occurred bankruptcies in case of 
insurance companies, the certain lack of confidence could be experienced on a domestic and 
foreign level as well, and anti-insurance opinions were also common. 

There has not been any mutual understanding concerning the areas to be examined and 
the depth of examination within the insurance business (e.g. whether the calculation method 
of the insurance premium reserves is to be examined annually or not), experts broadly agreed 
on the opinion that the solution of the state supervision in case of insurance sector is an urgent 
issue. Gyula Vargha ministry counsel considered state supervision undeferrable in his study in 
1890, due to the relatively complex activity of the insurance companies (Vargha 1890); and 
Gyula Altenburger insurance mathematician prompted the need for training and education of 
insurance (especially life insurance) products in order to reduce the occurred insurance frauds 
(Altenburger 1898). The importance of the insurance sector and its supervision was 
underpinned by international tendencies as well, Stefan Zweig referred to this period as ‘The 
World of Security’, i.e. ‘The century of security became the golden age of insurance.  One’s 
house was insured against fire and theft, one’s field against hail and storm, one’s person 
against accident and sickness. Annuities were purchased for one’s old age, and a policy was 
laid in a girl’s cradle for her future dowry’ (Zweig 1981:13), then later Zweig added painfully 
what they realized was merely part of an imagined dreamworld. 
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The materialization of insurance activity’s supervision 

Concerning the supervision of insurance sector, 1923 meant a great step forward. In this year, 
the Act on the state supervision of insurance companies (1923/VIII.) was accepted, according 
to which the ‘most extensive material state supervision’ had been worked out (Kuncz 1926). 
Similar Act was elaborated in earlier years (1919) as well, due to the actions made during the 
time of the Hungarian Soviet Republic, nevertheless, it had not been accepted (Csury-Marosi 
1931). The 1923/VIII Act authorized the Ministry of Finance to organize and practise the state 
supervision by the Supervisory Authority. As a consequence, the Ministry of Finance 
determined the conditions of the establishment, the scope of activity and the frame of the 
operation of insurance companies. The effect of the Act was extended to domestic insurance 
companies, branches, representative offices and insurance agents as well. The Supervisory 
Authority was authorized to deny an application for establishment of an insurance company, 
if the business plan was not detailed enough, in case of a suspect that it would not have been 
able to continuously satisfy its obligations according to the insurance contract or its operation 
was not acceptable according to the legal regulations or due morals. Besides the business 
plan, the insurance company had to present the Deed of Foundation (its later amendment also 
had to be authorized by the Supervisory Authority), the general insurance terms and 
conditions (principles regarding the insurance fee, cases of the termination of insurance 
contract), and the technical business principles (business strategy, expected future financial 
data) (Stein 1923). 

The Supervisory Authority was able to establish personal responsibility, thus 6 months 
imprisonment or penalty up to 100,000 korona could have been imposed to the person who 
pursued insurance activity without a licence, provided false data or not communicated 
substantial information in frame of the authorization process. The 1923/VIII. Act was 
amended with several decrees, which determined the frame of insurance companies’ 
supervision. Among them, we may mention the Decree No. 196/1923, which provided 
instructions concerning data report, supervisory fee, pursuing cross-border services, 
furthermore it decided to set up an insurance advisory board in order to take professional 
advice on certain insurance cases which had got more importance (Csury-Marosi 1931). The 
head of the insurance advisory board was the chairman of the Supervisory Authority, 
members were the insurance experts (8 people), policy-holders based on special assignment (6 
people), representatives of the insurance companies (2 people) and the delegated member (1 
person) of the Bar Association of Budapest. 
 

Summary 

The development of the insurance sector materialized rapidly. Whilst the emerged insurance 
companies’ activity in the 1820s was mostly connected to agriculture in the first place, then, 
insurance companies established a hundred years later dealt with modern insurance businesses 
as well. Considering the fact that the insurance market was assessed riskier as compared to the 
financial market at that time, in parallel to the growing number of insurance companies, 
several proposals had come to surface regarding the supervision of these institutions. Among 
them, Havas’s two-tier system and Beck’s State Insurance Office can be highlighted. 
Unfortunately, these proposals have not been carried out, due to the appeared conflict of 
interests and the circumstances concerning the First World War. 

The occurred bankruptcies of the domestic and foreign insurance companies, the 
experienced anti-insurance humour and the collapse of the ‘World of Security’ adhered to the 
strengthened demand for the supervision of insurance companies, and in 1923, the 
Supervisory Authority could be established. 
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Twenty years ago, Strange argued that ‘most widely read academic journals in social science, 
whether in economics or politics, pay little or no attention to the political economy of the 
insurance business as it is conducted in the real world’.124 This neglect has endured, and 
important insights into the development of modern British capitalism have also eluded 
economic historians. 

Utilizing sources from the Association of British Insurers, the actuarial profession and 
the discipline of financial economics, this paper reassesses the impact of financialization and 
neoliberalism in postwar Britain. Outside of mainstream economics and politics, an essential 
element of the ‘neoliberal revolution’ is shown to have developed within the insurance 
industry, via the impact of unitized insurance policies and financial economics.125 The 
individualization of financial risk management was evident from the 1960s, and the 
management of financial uncertainty became increasingly marketed, individualized and 
reregulated as the growth of unitized insurance policies and mathematical finance re-
engineered the landscape of British capitalism. 

During the postwar period, vast concentrations of personal wealth accumulated in 
institutional funds.126 Conduct and behaviour of firms became more diverse and complex as 
the intellectual machinery and cognitive infrastructure of insurance experts was 
revolutionized.127 There were four key contours of change. First, collective provision was 
increasingly superseded by considerations of individual equity. Second, financial analysis and 
treatment of assets assumed greater importance than the management of liabilities. Third, 
insurance and protection were increasingly displaced by savings and investment media. 
Finally, traditional actuarial science was gradually substituted for a paradigm of financial 
economics.128 Consequently, financial uncertainty became managed through more variegated 
and individualized, rather than collectivized and uniform, methods; financial security became 
more reliant on capricious, volatile, and myopic market mechanisms; and, regulation became 
more comprehensive and influential.129  

Financial neoliberalism – the increased role and responsibility of financial markets and 
financial theories in the provision of economic security – redesigned the management of 
uncertainty and risk in insurance by changing the relationships between experts, individuals, 
and the regulator within an increasingly sophisticated and competitive financial environment. 

Risk-taking financial behaviour became an exigency.130 The presumption that financial 
uncertainty could, and should, be managed via a multiplicity of financial markets gained 
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saliency.131 The complexity of the nascent financial world, and its future, was increasingly 
understood through the lens of advanced computing, mathematics and statistics.132 Therefore, 
financial neoliberalism dramatically changed the ways in which the financial industry and 
government engaged with uncertainty; and it influenced the increasingly risk-based 
techniques, and forms of knowledge, through which they sought to manage and control that 
future. 

It is commonly argued that political philosophy represented the predominant attack on 
collectivism, and the collective forms of insurance that had been enabled by actuarial 
technologies, such as mutual forms of insurance, defined benefit pension schemes and the 
welfare state. Yet, removed from mainstream political discourse, the journals of the actuarial 
profession show how financial economics gradually displaced actuarial science as the 
principle scientific paradigm which managed financial uncertainty.133  

Furthermore, data compiled from the Association of British Insurers shows that the 
attack on principles of collectivism were already underway in the late 1960s and early 1970s 
as individuals increasingly acquired personalized insurance policies.134 Thus, it is reasonable 
to suggest that the practice of unitizing the management of risk gradually merged with a new 
paradigm of financial economics that scientifically legitimized investment and savings rather 
than mutual protection and risk pooling. In this sense, many of the Thatcher governments’ 
reforms geared towards promoting popular capitalism and property ownership, such as 
deregulation and privatization, pushed at an open door. 

From the late 1960s, individuals and firms increasingly managed risk through 
financial market mechanisms predicated on the growth of trade in financial securities – that is, 
the increased trading of financial claims on assets, such as stocks and shares. This is clearly 
shown by the growing proportion of life office investment in equities. The economist John 
Kay has identified this process as trade in ‘Other People’s Money’.135 

Financial economics rationalized this change, it advocated the market’s ability to 
price, diversify, distribute, hedge and manage financial uncertainty and risk in an ‘ostensibly’ 
objective manner.136 The preceding actuarial approach was very different. For example, 
‘Actuarial philosophy towards the valuation of liabilities [had] traditionally been based on the 
notion of funding … the funding approach will tell us what reserves are required to meet the 
liabilities [cash flows] with a given level of confidence. By contrast the thinking behind the 
economic valuation of a liability is very different. The economic value is defined as the sum 
of money required to establish a portfolio of assets that – provided that they are invested in a 
particular way – will replicate the liability as closely as possible. This special portfolio is 
called the hedged portfolio’.137 

Additionally, financial economics provided rules-based standardization that was 
endorsed by governments and regulators, dispensing with the need for subjective actuarial 
discretion. The management of uncertainty and risk no longer takes place inside a black-box 
of actuarial judgement. Instead, the proponents of financial economics declare its efficacy as a 
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rigorous, impartial science derived from the same principles as the Chicago school of 
neoclassical economics. 

Traditionally, actuarial science was the practice of managing financial uncertainty and 
risk collectively, across populations and over generations, rather than via atomized 
individuals, firms and markets.138 Occupational Pension schemes, protective forms of 
insurance and welfare states are prime examples of financial technologies based on principles 
of pooling and spreading risk actuarially. Indeed, as Barr has emphasized, ‘the Beveridge 
report was modelled as closely as possible on private, actuarial insurance’.139 Thus, actuarial 
insurance underpinned the development and implementation of British social democracy. 

Alternatively, financial economics allowed uncertainty and risk to be commodified 
and traded, as well-developed, and efficiently functioning capital markets allocated 
uncertainty and risk to those best able to ‘individually’ shoulder the burden of loss. Financial 
instruments enhanced ‘the ability to differentiate risk and allocate it to those investors most 
able and willing to take it’.140 ‘By allowing institutions to diversify risk, to choose their risk 
profiles more precisely, and to improve the management of the risks they take on, they have 
made institutions more robust … these developments have also made the financial system 
more resilient and flexible – better able to absorb shocks without increasing the effects of 
such shocks on the real economy’. 141 

Indeed, this transformation has not gone unnoticed in other fields, in their recent study 
of the evolution of economics, Avner Offer and Gabriel Söderberg have argued that the key 
distinction between market liberalism and social democracy is the management of 
uncertainty: more specifically for them, how periods of economic dependency are managed 
over the life cycle.142 Complementing their perspective, it is apparent that doctrines of 
financial economics gained scientific credibility and gradually eroded the ‘actuarial paradigm’ 
which for 200 years had provided the technological means necessary to manage financial 
uncertainty and risk collectively. 

However, since the 1980s, individuals and firms have increasingly accepted the 
practice of re-allocating consumption over the lifecycle through markets in savings and debt, 
in the absence of support from the state, employer or community. So, the mantra goes: 
‘Financial institutions can measure and manage risk much more effectively. Risks are spread 
more widely, across a more diverse group of financial intermediaries, within and across 
countries’.143 It was the early 1970s that represented the start of this transition, whereby the 
actuarial profession had to reluctantly reorient itself towards embracing these ideas.144 

Many studies have focused on the neoliberal project of individualizing the 
management of uncertainty and risk in society and attributed causation to social and political 
philosophy.145 However, these approaches miss important antecedents that can be found in the 
material changes of political economy and British capitalism. 
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The growth of inflation over the postwar period and the corresponding increased size 
and scope of the equity market created the conditions that allowed unitization and financial 
economics to gain credibility. The principle reason for the growth of investment in equities 
was inflation, as equities provided a better inflationary return. As early as 1949, actuaries had 
categorized inflation as an uninsurable risk that could only be alleviated by government, and 
equities became even more necessary for investment and savings as real interest rates and 
yields on fixed interest securities declined during the great moderation.146 

Inflation created greater demand for marketized savings and investment products, and 
it increased risk-appetite. As individuals sought greater financial exposure to equities they 
needed appropriate financial vehicles to achieve that exposure.147 Increased equity investment, 
and competition from unit-trusts, banks and asset managers, allowed insurance salesmen to 
push more unit-linked contracts. To compete, Insurance companies devised ways of 
increasing the distribution of profits from equities to individuals under traditional with-profit 
systems.148 Beginning in the 1960s, continually increasing policy bonuses provided this 
mechanism. However, under with-profit business this distribution of profits still relied on 
actuarial discretion. Whereas, under unit-linked contracts investors could track the day-to-day 
performance of their investments. Unit-linked polices were more transparent and allegedly 
easier for laymen to understand. 

However, unit-linked contracts provided inferior protection, as less than 10 per cent of 
the premiums paid were allocated to the insurance element, in the traditional sense of the 
word.149 The minimum guarantees under a unit-linked policy often amounted to no more than 
a return of premiums, or the value of the underlying investments under death or maturity. 
Therefore, the benefits of a unit-linked contract often depended on the market prices of the 
underlying assets or index, as there was no cross-subsidy or risk-pooling that had been a 
mainstay of traditional actuarial contracts. 

Protective financial guarantees under unit-linked contracts were unviable. In 1980, the 
actuarial profession concluded that the reserving requirements to achieve these guarantees 
were too onerous. As was declared: ‘The considerable expertise which actuaries have now 
developed to handle linked policies has forced them to accept the logic that capital guarantees 
are too expensive to be given … and that in the end their offices can afford to do little more 
than provide policies under which the customer takes nearly all the risks’.150 Despite this 
revelation, the growth of these unit-linked contracts continued unabated, briefly being 
interrupted by the stock-market crash of 1987. 

The archetypes of individualizing risk in financial contracts is the unit-linked life 
assurance policy and the personal pension: these are savings media where benefits are 
determined by individual contribution records and the performance of the underlying 
investments, rather than via financial claims of obligation based on defined benefits, 
reciprocity and membership of a collective risk pool. In contrast to protective insurance, these 
are technologies where individual equity is prioritized over collective protection; where 
individuals redistribute their own consumption to themselves over the lifecycle and shoulder 
the burden of economic uncertainty and the risk of financial loss. Individual financial security 
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has become increasingly reliant on investment in volatile market securities and, importantly, it 
should be noted that the growth of this trend occurred well before Thatcher assumed office. 

Financial forms of neoliberal logic emerged in tandem with the growth of 
individualized financial contracts. As Gower wrote during his early 1980’s review of investor 
protection: ‘Life policies … normally provide both “protection” against calamities such as 
death or permanent incapacity and an “investment” … development in recent years have 
emphasized the investment element, to such an extent that some insurance contracts contain 
virtually no “protection” element at all’.151  Thus, by 1980 life assurance contracts were 
routinely being sold that were not life insurance in the traditional sense, rather they were 
savings vehicles sold as life insurance for the purposes of evading regulation and securing tax 
subsidized investment growth. 

The most distinguished Actuary of his era, The Prudential’s Frank Redington, writing 
in 1981 summarized the problem: ‘at the heart of the traditional pooled fund is the principle of 
collective security. At the heart of the linked system is the principle of individual equity … 
the pooled system takes care of the flock and the linked system takes care of the sheep’.152 

As this paper has demonstrated, the road to the individualization of uncertainty and 
risk was well travelled by 1980. First and foremost, this evidence questions the assumption, 
perpetuated in much of the literature, that neoliberalism, as social and political philosophy in 
the style of the Mont Pelerin society, caused the individualization of the management of 
uncertainty and risk in society through a political crusade of promoting popular capitalism, 
personal responsibility and the increasing embrace of risk as a prerequisite of 
entrepreneurialism – starting at the beginning of the 1980s. 

Instead the evidence shows that neoliberalism, as commonly understood, was pushing 
at an open door. Policymakers accelerated and strengthened the on-going shift towards the 
individualization and marketization of uncertainty and risk already endemic in the 
development of British capitalism. A shift which was a natural progression of political 
economy coming to terms with practical needs resulting from increased prosperity, inflation, 
and competition. 
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Decimalizing the Pound: A victory for the gentlemanly 
City against the forces of modernity? 
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Introduction 

By the beginning of the 1960s the U.K. faced the imminent prospect of being virtually the 
only country in the world retaining non-decimal coinage.  Reporting in 1963, the government-
appointed Halsbury Committee recommended the retention of the existing pound divided into 
100 minor units.153 However a ‘Memorandum of Dissent’ signed by two of the committee’s 
six members recommended a system based on a major unit equivalent to ten shillings, divided 
into 100 sub-units.154 The key arguments in favour of the latter, were its ‘associability’ with 
the £sd system which enabled more ready comparison between prices expressed in cents with 
those in shillings and pence, and the removal of the need for a half-cent coin. The Chancellor, 
James Callaghan, announced the government’s intention to decimalize based on the pound in 
March 1966, and this decision was enacted in the Decimal Currency Act (1967). Throughout 
this period, the issue of the choice between the pound or ten-shilling base unit remained the 
subject of passionate debate between interest groups on both sides of the argument.  

Adopting Middlemas’s corporatist model of a ‘triangular pattern of cooperation 
between government and the two sides of industry’ in which trade unions and employers’ 
associations assume an enhanced status as ‘governing institutions’ one would expect these 
bodies to be key players in this debate.155 However, this downplays the importance of the City 
of London which, according to Kynaston, between 1959 and 1970 began to reassert its 
standing as a major international financial centre.156  Other commentators, such as Mollan and 
Michie have drawn attention to the increased financialization of the economy, described as a 
process of disengagement from commercial activities.157   This can be seen as a refinement of 
Cain and Hopkins’ thesis of ‘gentlemanly capitalism’ which, they argue, continued in the 
postwar era.158  More recently Davies has written about how the Bank has ‘acted as a 
distinctive political actor in the campaign to legitimate the City’s international role … via …a 
subtle exercise of power’.159  This paper will seek to explain how the Bank used this subtle 
exercise of power to ensure the retention of the pound, and in doing so also triumphed against 
consumer interests. This is despite Hilton’s contention that the latter were, at this time starting 
to develop organizations transcending the traditional division of interests between capital and 
labour.160 
 

The Bank and the City of London 

Opposition to replacing the pound as the major unit was driven from the top management of 
the Bank of England. Responding to his Deputy, Mynors, about the line to be taken by the 
Bank in its evidence to the Halsbury Committee, the Governor, Lord Cromer, agreed that on 
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the grounds of ‘international status and prestige … it is evident that the £1 starts with 
advantages over the 10s’, stating that he was ‘most reluctant to lose the £’ and would ‘be 
prepared to adopt this as our official line’.161 This stifled any opposition to retention of the 
pound from within the senior ranks of the Bank. The Chief Cashier, O’Brien, tasked with 
preparing a paper for the Bank’s Court arguing the pros and cons of the two systems, in 
January 1962 wrote to Mynors stating that whilst he and others felt that ‘the answer ought to 
be … in favour of the 10s unit rather than the pound’, given the views of Mynors and Cromer 
he did not ‘feel that the Governor could do better than place before the Court … (Mynors’) 
memorandum of 11th December’.162 

The Court, effectively the Bank’s Board of Directors, to some extent reflected a 
corporatist power structure with non-executives representing industry including Sir John 
Hanbury Williams (Courtaulds), Sir Harry Pilkington (Pilkington’s Glass) and Geoffrey Eley 
(Heinemann Publishing); Trade Unions (Sir Alfred Roberts); and the Civil Service (Sir 
George Brackenbury Abell). However, the remaining non-executive members, had deep roots 
in the business of the City and international trade. They were Lord Bicester (Morgan 
Grenfell), Sir George Bolton (ex-IMF), Sir Charles Hambro (Hambro Merchant Bank), Sir 
Frank Hawker (formerly a Bank of England Executive), William Keswick (Jardine Matheson 
Ltd) and Lord Kindersley (Lazards Merchant Bank). The directors also mostly shared similar 
social backgrounds. All were white, male and middle-aged, all but Roberts and Bolton had 
attended public schools, and either Oxbridge or Sandhurst.  

It is not surprising that the consultation with this quintessentially conservative body of 
gentlemanly capitalists served to consolidate and confirm the Bank’s position as defender of 
the pound. The non-executive Directors were particularly insistent, with Sir George Bolton, 
emphasizing that ‘much of our economic activity is in foreign trade and services conducted in 
sterling terms … to many in the outside world it would appear that sterling had been halved in 
value … it would be impossible to avoid a collapse in the sterling price system during the 
initial period, during which time immense damage would be done’.163 

This argument formed the basis for the ‘international case’ for the pound which the 
Bank subsequently put to Halsbury. Over the next few weeks the Bank’s evidence to be put to 
the Halsbury Committee in May was re-drafted several times, in consultation with the Court, 
gradually shedding the relatively rational and dispassionate arguments made by some of its 
middle ranking members in favour of a more emotional appeal. An initial draft produced by 
the Deputy Chief Cashier, Alan Whittome, whilst arguing in favour of the pound, conceded 
that its replacement ‘would not … affect confidence in the United Kingdom’s external 
position’.164 This was rejected as ‘a touch too cool. A little less reason and more passion is 
needed because the argument is to some extent based on sentiment’.165 The covering note to a 
further re-draft sent to the Governor on 6 April noted that many within the Bank would 
‘probably still regard it as being insufficiently forceful. In particular, many would emphasize 
strongly both the troubles in the exchange markets that would arise, and the loss of prestige 
and status that would occur if the pound were abandoned’.166 

Evidence was submitted to Halsbury both in the form of a written Memorandum,167 
and an appearance before the Committee on 1 May 1962. The case for the pound expressed in 
the Memorandum rested on three arguments. The first two relate to the ‘heaviness’ of the 
currency, seen as being ‘of considerable convenience in a community in which the volume 
and scale of business done is as large as it is here’; and the fact that retaining the pound would 
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obviate the need to amend large numbers of contracts and financial records. The third 
argument ‘much the most important’ makes much of the pound sterling’s international 
position citing its importance in settling over a third of the world’s international trade and as a 
reserve currency, underpinning the position of the City of London as a leading financial and 
commercial centre.  Most strikingly, the Memorandum asserts that: ‘it is impossible to 
express the importance of this international consideration in figures: but the Bank regard it as 
a matter not of sentiment but of livelihood. The international position of the £ sterling … is a 
valuable source of earning power: and the bank would not wish to see it put at risk in the least 
degree’.168 In advancing the international case for the pound, the Bank was supported by the 
wider City, and particularly by the Accepting Houses Committee (AHC), whose 
representatives, echoed the Bank’s line arguing that ‘the position of sterling could not … be 
disassociated from the general business of the City’.169 

By January 1966, when the government was preparing to finalize its decision a note 
was prepared for the Bank’s directors which reviewed the Memorandum produced for 
Halsbury and found the argument for a ‘heavy’ currency less compelling than the other two 
arguments, that a 10s unit would require wholesale alterations to contracts and financial 
records, and would damage the international position of sterling. The note also proposed that 
the Bank’s position should be that it would ‘prefer decimalization on a 10s unit to remaining 
undecimalized’ but this suggestion was rejected by both the Governor and Chief Cashier.170 
When the government announced its intention to proceed on the basis of retaining the pound, 
its response was to welcome the decision on the grounds both of the international case and 
consistency of record keeping, whilst dismissing the advantage of the ten-shilling system as 
‘merely a short term and transitional one’.171 Having apparently won the argument, the Bank 
resolved to leave the debate for others to contest. 
 

Other interest groups 

According to the corporatist model propounded by Middlemas and others, one would expect 
the interests of industrial management and the Trade Unions to have played a significant role 
in shaping the decisions around the choice of the basic unit. However, whilst the TUC did 
maintain a consistent line in supporting the 10s system, both in its evidence to Halsbury, and 
in correspondence with the government once the decision was announced, it did not mount a 
concerted campaign. Meanwhile evidence from witnesses to the Halsbury Committee led its 
members to conclude that ‘for industry and commerce in general (excluding the retail trade) 
there would probably be little or no practical difference between the systems’.172 This was 
reflected in the CBI’s position when the issue again became live under the Labour 
government, a meeting in February 1966 agreeing that ‘opinion … was divided between the 
10s-cent and £-cent systems … this was a matter for government to decide’.173 

The most significant voice agitating against the government’s decision was the 
Consumer Council, who set up a Decimal Action Committee, including representatives of 
consumer and retail interests in January 1967. Consumer groups had been largely absent from 
the Halsbury Committees deliberations, the Consumer Council itself having only been set up 
in 1963.  Despite mounting a series of publicity events the DAC’s campaign failed, partly due 
to its inability to attract allies, with, for example, the TUC through its General Secretary, 
George Woodcock, declining an invitation to join the Committee.174  Meanwhile the CBI had 
decided to put forward its own proposals for a £-mil system, leading to the Consumer 

                                                 
168 Ibid. 
169 Ibid. 
170 Bank of England Archives ADM 10/13. 
171 Ibid. 
172 Cmnd 2145. 
173 Modern Records Centre, Warwick University, MSS 200/C/1/1/C/66/1/67. 
174 Modern Records Centre, Warwick University, MSS 292B/480/2. 



  New Researchers - Session I / F 
 

 103 

Council’s Director, Elizabeth Ackroyd, hoping that ‘the CBI were thoroughly ashamed of 
themselves since their support of the £-florin-mil system had ruined any chance that there 
might be of getting the 10s-cent’.175 Shortly afterwards Ackroyd acknowledged that there was 
‘no point in struggling further’176 and within two months the Decimal Currency Bill 1967 had 
received Royal Assent, settling the issue once and for all. 
 

Government 

Preoccupied by the upcoming general election in 1964, the Conservative government deferred 
a decision on the implementation of Halsbury’s recommendations.177 By February 1966, 
however the incoming Labour Chancellor, James Callaghan had decided to press ahead with 
decimalization based on the pound. In doing so he emphasized not the ‘international case’ but 
instead referred to the need for a future proof system ‘with greater in-built resistance to the 
gradual decline in importance from which smaller currency units suffer as inflation reduces 
purchasing power and standards of living rise’.178 In coming to his decision to retain the 
pound, Callaghan acknowledged that ‘most arguments tend to be rationalizations of 
prejudices’ and that he ‘started off as a neutral, but having read the Halsbury Report carefully 
and heard the arguments (he had) come down in favour of the £1 as the unit’.179 

Whatever Callaghan’s predilections, the Prime Minister had, over four years earlier, 
stated publicly his support for the pound. Kynaston notes that, in a discussion about 
decimalization on the BBC Home Service’s Any Questions? on 15 December 1961, Harold 
Wilson had made ‘an emotional plea to keep ‘the pound and the pound sterling’ because ‘not 
only Britain and the sterling area, but the world will lose something if the pound disappears 
from the markets of the world’. 180 This attachment to the pound as a symbol of national 
prestige persisted as his government sought unsuccessfully to stave off devaluation, and was 
reflected in his infamous ‘pound in your pocket’ broadcast following devaluation on 19 
November 1967. 

Above all, the government remained determined not to let arguments over the choice 
of system derail the decimalization project. A further impetus was provided by the desire of 
Wilson to impose his authority on the Parliamentary Labour Party which had, in early 1967, 
developed a propensity for back bench rebellions. Following one revolt, over the Defence 
Estimates, he had ‘read the Riot Act to the Parliamentary Labour Party about the growing 
army of abstainers among Labour MPs in votes on important government business’.181 He 
declared that ‘there would be no abandonment by the government of their position on a 
decimalized pound, there would be no preliminary debate, there would be no free vote’.182 
Determined not to suffer further embarrassment, the government imposed a two-line whip on 
its own supporters for the second reading of the Bill on 22 March 1967. Although a number of 
Labour MP’s spoke against the Bill, they still voted in favour and the unamended Bill finally 
received Royal Assent on 13 July 1967. 
 

Conclusion 

Throughout the period from the setting up of Halsbury in December 1961 through to the 
passing of the Decimal Currency Act in July 1967, the Bank of England, supported by the 
broader City, as represented by the Accepting Houses Committee, maintained a consistent 
position in support of retaining the pound. This strategy succeeded in convincing the majority 
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of the Halsbury Committee to accept the precedence of the ‘international case’ over the 
‘associability’ argument advanced by proponents of the 10s-cent system.  

Recognizing, by 1966, that the international case may have less traction with the 
government, the Bank was sufficiently agile to switch the emphasis of its arguments, using 
the difficulties encountered in amending records in Australia to support the upgrading of that 
argument and the downplaying of the ‘international case’. This was the Bank’s only departure 
from what was essentially an emotional approach, reflecting the predominant attitudes of the 
class of gentlemanly capitalists represented by the Bank’s Court and the Accepting Houses 
Committee, and rejecting more rational, if ‘rather too cool’ evidence-based arguments. 

Harold Wilson shared the City’s emotional attachment to the pound, and his 
Chancellor also came to be persuaded by an argument barely advanced by City interests, that 
the declining value of money over time meant that the pound was a more appropriate major 
unit for a lasting system of currency. With opposition vocal but divided, and with the 
determination of the government to press ahead and assert its authority, victory for the City’s 
case was assured. 
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The range of the extraordinary income for the English Crown in the long sixteenth century 
included such means as forced loans, aids, and subsidies from the subjects.183 From 1544 to 
1574 the English monarchs also borrowed heavily in Antwerp. It was one of the most 
advanced financial centres in Europe.184 Its bourse differed from the medieval fairs in a way 
that merchants attended it on a daily basis,185 which created a wholly new environment for 
business due to reduplicating connections among the residents of the bourse, intensifying the 
internal interrelationship and facilitating the flow of information (Ogilvie 2011: 346-7).186 
Dealings were concluded largely on the grounds of trust established through previous 
experience of interaction. It is such a market that the English Crown entered as a borrower. 
While medieval practices of individual arrangements with the prominent financiers, forfeiting 
property of unwanted creditors and expelling them from the country187 were no longer 
applicable, the practical, and more importantly ideological, aspects of English borrowing in 
the new circumstances have not been studied. What was the stance of the English Crown 
towards the practice of borrowing in the new environment? How did it cope with the necessity 
to take into account the dependence on the constructed fame based on its financial behaviour, 
especially when within the country it still regarded the financial means of its subject as its 
own? The case of England is especially interesting while the most cited results of the 
sixteenth-century rulers’ growing borrowing activity are the bankruptcies of the Spanish188 
and French189 Crowns, but not English. The problem of medieval and early modern European 
royal borrowing has been addressed from the viewpoint of rationality of bankers repeatedly 
advancing funds to unreliable royal borrowers (Drelichman & Voth 2014). I would like to set 
forth another facet of the phenomenon on the example of England: why did the English 
Crown pay back its debts at the Antwerp bourse in the middle of the sixteenth century? 

I suggest that the answer to these questions can be found in Thomas Gresham’s 
correspondence with the English kings and queens (Edward VI, Mary and Elizabeth Tudor) 
and their statesmen, since he was the most prominent English royal financial agent in the 
Netherlands. Gresham was a merchant, serving the monarchs. He negotiated loans for the 
Crown at the Antwerp bourse from about 1552 to about 1566. He regularly reported his 
proceedings at the Bourse. His correspondence is preserved among the state papers in The 
National Archives, Kew, England. Although, the state papers relating to Gresham, as well as 
few archival documents from beyond the collection of state papers were partly published in a 
two-volume biography of Gresham by Burgon (1839), the latter had the emphasis on 
Gresham’s behavioural and character features and provided no analysis of financial 
deliberations found in the published documents. Moreover, Burgon frequently omitted them 
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at all. Some manuscripts were also occasionally cited by later historians.190 The state papers 
were also epitomized in the edition ‘Calendars of State Papers, Foreign’. Parts of Gresham’s 
correspondence have been examined in a number of studies,191 but none of them addressed the 
discourse of building relations between the monarchs and the merchants. 

The correspondence contains almost 700 documents (letters, instructions, memoranda, 
remembrances, notes, etc.) sent from and to Gresham or mentioning him, dated 1552 to 1571. 
I have created a database of the documents mentioning Gresham, assigning keywords to each 
document. First, out of all documents I have chosen letters from Gresham, that mention 
honour and credit of the rulers – the general concept connected in his letters with repaying 
debts. Out of 198 letters 41 have such references. In these documents I will analyse 
Gresham’s suggestions for maintaining a benevolent attitude to the English Crown from the 
leading foreign financiers at the Antwerp bourse. Secondly, I will analyse the instructions of 
Queen Mary and Queen Elizabeth to Gresham concerning negotiating loans at the Antwerp 
bourse, their interrelation with Gresham’s recommendations and its dynamics over time. 
Finally, I will examine Gresham’s mention of the Crown’s reputation among English 
merchants. 

At the beginning of his career, in 1552, when yet another debt came due, Gresham 
received an instruction stating: 

how desirous the King’s Majesty would be to have now, at their day, made ready 
payment of the money due; but that in this troublesome time of the world, it 
behoveth his Majesty so to consider his estate, that for divers great and weighty 
considerations, his Majesty otherwise is moved to employ the same money 
which was prepared for their payment. And therefore his Majesty doubted not 
but the said Fulkers will be content to think this consideration reasonable, and 
not forget the benefits and good bargains they had had of the King’s Majesty, 
with good and true payments at all times made.192 

This type of regal deliberation of its obligations caused the merchant Gresham great distress 
because the Crown provided no consideration of the rules of the Antwerp bourse. Even if the 
Fuggers were patient enough to wait, the news that the English king delayed payment would 
have spread quickly at the bourse and could harm the reputation of both the Crown and 
Gresham: 

In consideracyone whereof, if there be none other ways takynne forthewith, this 
ys to most humbly beseche your Grace, that I maye be dischargyd of this offyce 
of Agentshipe. For otherwise I see in the end I shall resseve shame and discredit 
therebye, to my utter undoing for ever: wyche ys the smallest matter of all, so 
that the King’d Majesty’s [honour] and creditt be not spotted therebye, and 
specially in a strange country.193 

He supported his statement with the following reason: ‘at this present his (Edward VI’s) credit 
is better than the Emperor’s, whyche I praye to the livinge God, long to contynew. For the 
Emperor geveth xvi per cento, and yet no monny to be gotten’.194 By such rhetorical means 
Gresham tried to warn the Crown from a situation where it could lose any opportunity to 
borrow funds. On 19 August 1555 Gresham, reminding Queen Mary of the necessity of 
timely payment of debts sent her: 

a perfect note of the days of payment, and names of her creditors for his 
discharge, because the time of the first payment draws near, and this is one of 
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the chiefest things she has to look to for the maintenance of her credit, which if 
she keep now he is assured she does and will excel all Princes in credit.195 

Gresham’s main argument in persuading the Queen was that ‘no Prince living can go out of 
his own dominions and obtain such credit as she has, and may have always if the thing be 
looked to’.196 

The apogee of Gresham’s understanding of the benefits of good reputation may be 
found in a letter dated August 1553 (right after Queen Mary came to the throne), where he 
assured the Queen that when he: 

toke this servis in hande, the Kinge’s Majestie’s credit on the other syde was 
small ; and yet, afore his deathe, he was in such credit both with strangers and 
his own marchaunts, that he myght have had for what some of monny he had 
desyred.197 

Thus, Gresham persuaded his masters, that if the monarchs’ reputation was high, they could 
get the unlimited access to credit resources. I believe this concept was new and marked a 
divide from the earlier understanding of the formation of Crown income and finance, which 
were tied to physical means, rather than the idealized concept of good financial reputation 
from a credit perspective. 

This, however, was a merchant’s understanding. How did it correlate with the 
understanding of the rulers? The sources under consideration give indirect evidence of the 
Crown’s position on keeping up their financial reputation. A letter dated 24 February 1555/6 
from Gresham to Queen Mary informs us that after prolonging a loan of £40,000, instead of 
paying on time, Gresham had a commission to prolong a loan of £30,000 more. Nevertheless, 
he disobeyed the order and worked out with the merchant Arte van Dalle a loan of £15,000. 
He explained that it would serve the purpose of giving contentment to Queen Mary’s 
creditors. Gresham regretted that he would not be able to prolong the rest of the sum and 
expressed hope that the remaining £15,000 would be found to appease the incumbent 
creditors to the advancement of her honour and credit throughout the whole world.198 We do 
not know whether the £15,000 was finally disbursed. However, between March 1555/6 and 
December 1557 he was not employed as a financial agent. It is likely the disorderly conduct 
did a disservice to him. In any case, this instance is illustrative of Gresham’s means of 
persuading Mary Tudor and her statesmen in how important timely payment of debts was, and 
how desirable it was not to prolong large portions of outstanding debts. 

In Elizabethan times, the Crown’s attitude to Gresham’s recommendations changed. 
The new motive appeared in the royal instructions concerning foreign loans: in the instruction 
ordering to prolong a debt, dated April 1559, it was mentioned that it should be done only in 
case where it did not harm the Queen’s reputation, otherwise the debt must be paid by other 
means (not discussed here).199 In August 1559 Gresham was ordered to secretly enquire into 
the disposition of the creditors and understand which of them would be unwilling to prolong, 
and who would be determined to extend credit for some interest.200 

Thus, we may see that Gresham’s concept of good reputation, based upon 
creditworthiness, had at least some influence on the formulation of tasks concerning foreign 
debt in Elizabethan times. 

It is important to look how far this concept went in the merchant’s view. In relation to 
foreign merchants we have seen that Gresham was loath to prolong debts. When speaking of 
English merchants he mentioned that if it were not possible to pay on the day of payment, the 
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Queen could prolong the loan, allowing interest for it. From Gresham’s point of view it would 
have been reasonable to use English subjects in matters of financing the Crown.201 However, 
the concept of good reputation among the English merchants arose in Gresham’s letters as 
well, when he wrote about repaying the English merchants to the advancement of the Queen’s 
honour and credit.202 On the other hand, if the English merchants refused to advance a loan to 
the Queen, Gresham threatened them by confiscating their goods because of their unnatural 
proceedings towards the Queen. He advised Cecil to reiterate these threats on behalf of the 
Crown203. Thus, Gresham expressed the following ideas: it was reasonable that the English 
Crown were credited by its own merchants, for it was possible to control them unlike the 
foreign merchants at the Antwerp bourse. However, even having all the possibilities of 
extracting financial resources from the subjects of the Crown, already in 1560 he expressed 
the idea of allowing interest on loans of the English merchants (which was banned in England 
until 1571) and paying back debts if possible. Thus, Gresham tried to promote the idea that if 
the Crown built relations with the English merchants, founded on some market arrangements, 
such as allowing interest and caring for the reputation in debt repayment, when possible, the 
Crown could have access to more financial resources than it already had. This consideration 
was likely to convince the English monarchs to pay back its debts. 

To conclude, 1) Gresham tried to train the statesmen to run royal borrowing at the 
Antwerp bourse according to merchant practice, especially considering the opinion of the 
creditors more importantly than the royal prerogative; 2) Queen Mary and her statesmen were 
reluctant to follow the money lending rules of the Antwerp bourse, whereas Elizabeth adopted 
the idea of considering the foreign creditors’ dispositions when making decisions concerning 
prolongation or paying debts; 3) Gresham’s key point in persuading the monarchs and 
statesmen to follow these rules was the promise of access to vast credit resources – a concept 
which had not existed previously and which could contribute to later social change in England 
in terms of the standing of the merchant classes and reorganization of the structure of elites 
there. 
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This paper will analyse the economic, social, and political networks of four merchant-bankers 
in 1670’s London, who formed a joint-stock bank in 1670, the Bank of Woollchurch Market, 
but were declared bankrupt by 1677. This occurred two decades prior to the better 
documented developments of England’s ‘Financial Revolution’ of the 1690s, a period of 
immense social, political, and economic disruption. Without surviving account books or 
papers, this analysis will primarily draw on a series of Chancery Court cases issued by or 
against the bankers from 1679 to 1684 that detail the formation and bankruptcy of the 
company, as well as their questionable financial dealings. The retrospective nature of this 
material means that, to a large degree, bankruptcy will be the focal point of the analysis. 
Bankruptcy, as Hoppit argues for the eighteenth century, is a useful tool for investigating ‘the 
restructuring of the economy’, ‘fluctuations and variability of economic activity’, and the 
‘contribution and place of businessmen in those moments of growth, stagnation and decay’.204 
Therefore, alongside information concerning the political affiliations and social circles of the 
bankers, this paper will conclude with what this case study means for our understanding of 
seventeenth-century financial culture, and the wider development of finance in England. 

In January 1670, trading partners Richard Thompson and Edward Nelthorpe made the 
acquaintance of John Farrington and Edmund Page and decided to pool together their assets to 
embark on a joint-stock venture known as ‘the Bank of Woollchurch Market’, with its offices 
at the ‘sign of the Golden Cocke’.205 Thompson and Nelthorpe had traded together for many 
years prior to 1670, connected by friendship, kinship, and political affiliation. 206 They were 
both prominent in metropolitan politics, Common Councilmen in the 1670s, and 
nonconformists or dissenters, a broad term applied to religious opponents of the Anglican 
Church settlement enforced at the Restoration.207 Thompson and Nelthorpe, along with the 
Chamberlain Sir Thomas Player, were also recognized as leaders of the ‘civic opposition’, a 
nonconformist group in Common Council opposed to the strict regulations placed on the 
metropolitan population in the Uniformity and Corporation acts of 1662. 208 This brought the 
bankers into contact with more infamous rebels of the late seventeenth century such as 
Richard Nelthorpe, John Ayloffe, and the Earl of Shaftesbury. Shaftesbury particularly 
colluded with the ‘civic opposition’, holding private meetings with Player, Thompson and 
Nelthorpe, leading to, unfounded, suggestions he was invested in the bank itself.209 Farrington 
and Page, on the other hand, had similarly dealt together prior to 1670 but did not possess the 
strong political associations of their partners, and whilst Farrington would remain prominent 
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throughout the duration and bankruptcy, his partner Page disappeared entirely from the 
historical record after 1677. The deposition of Richard Thompson in April 1684 stated that he 
‘knoweth nothing of his death’, having been ‘kept from this defendants sight conversation and 
knowledge’ for seven years, believing that Farrington had bought out his share.210 This is 
confirmed by Farrington’s statement that he was ‘Administrator to the said Page who is since 
also dead’.211 Records from the parish of Mary Woollchurch add further light, recording that 
Page had died ‘suddenly’ in Woollchurch Market in 1677.212 

The possibility of bankruptcy, then, emerged in November 1675 when a group of 
creditors began a run on the bank.213 The bankers kept going until the following March, when 
it became necessary to offer a composition to their creditors, paying them 6S 8d per pound.214 
However, the bankers still met with ‘threats’, ‘arrests’, ‘volumns of Menacing Letters’, and ‘a 
multitude of other Affronts and Unkindnesses’.215 This culminated in 1677 with three statutes 
of bankruptcy being issued against them.216 It was then that Farrington was arrested and held 
in the King’s Bench Prison, Thompson fled to his brother-in-law Major Braman’s House, and 
Nelthorpe hid in a house taken by Andrew Marvell for that purpose on Great Russell Street 
(in which he and Marvell would both die later in 1678).217 With only Farrington and 
Thompson left by 1679, the commission of bankruptcy never ran its full course, superseded in 
1679 leaving the two remaining partners to embark on a series of Chancery Court cases to 
recover lost bonds and funds.218 

The Chancery Court material examined in this paper consists of six distinct cases. 
Those six cases are: The Case of the Creditors in 1679, the £500 bond case in 1681, the 
Cowper estate case in 1683-84, the Nelthorpe family case in 1683, the Thompson v 
Farrington case in 1684, and the Bordeaux case in 1684.219 Three of the later cases were 
concerned primarily with business dealings and the retrieval of bonds, debts, and funds – 
Cowper was an Essex landowner and ‘neer kinsman’ of Richard Thompson who borrowed 
£2,000 from the bank in 1674 but died before it was repaid, James Nelthorpe deposited 
£1,000 with the bank in 1675 but requested it back in 1676 and manipulated a tobacco deal 
with Farrington to provide leverage for the return of his money, and the Bordeaux case 
accused Bordeaux agents, William Popple and Robert Stewart, of deliberately withholding 
trade profits. These cases provide insight into the bank’s operation, both as a depository and 
lending service, and the trade they were involved in. For example, along with a printed 
pamphlet written by the bankers in 1677, the cases demonstrate the extent of the venture, with 
networks spreading across England, Scotland and Ireland, as well as abroad to Italy, France, 
Portugal, Turkey, Russia, India, and, just before their collapse in 1677, William Penn’s 
colonial venture in West New Jersey.220 
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The other three cases outlined above deal specifically with the formation and collapse 
of the bank. The 1681 £500 bond case is the most well-known, used by scholars researching 
the life of poet and politician Andrew Marvell, cousin of Thompson and Nelthorpe who hid 
them from their creditors whilst on the committee assigned to discover the bankers’ 
whereabouts.221 The bankers used Marvell’s name on a £500 bond assigned to Goldsmith 
Charles Wallis, and since Marvell and Nelthorpe’s deaths a dispute had arisen between 
Farrington and Mary Palmer or Mary Marvell, the housekeeper or widow, as she claimed, of 
Marvell.222 Whilst this case does recount some details concerning the bank, the case between 
Thompson and Farrington in 1681 proves the most revealing. Each partner issued a bill of 
complaint against the other using the series of events from 1670 onwards, including a 
realization in 1673 that the ‘common generall Bank was … reduced soo low’ due to excess 
spending that they had no option but to carry on trading, despite the original articles of 
agreement stipulating a three-year period of activity.223 It is here that Farrington described the 
original venture consisting of: 

‘the borrowing & takeing up of money at interest from diverse persons which was to 
be imployed in a Comon or Joynt Banke shared betweene all the said partners & to be 
imployed in a way of merchandise & trade as…the greater number of them should 
think fitt & agree upon to be most likely to turne to the best account of profitt & 
conduce most to there ioynt & equall advantage’.224 

Thus, the venture acted simultaneously as a regulated company, an unincorporated joint-stock 
company, and a bank – a, seemingly unique, hybrid of various seventeenth century business 
models and financial institutions. Whilst neither banks nor joint stock companies were new, 
the Bank of Woollchurch Market reflects the growth, development, and innovation of these 
types of institution on a smaller scale and the problems that occurred when new techniques 
and institutions were tried out prior to the 1690s. Nowhere is this highlighted more than in the 
remaining case. 

In 1679, a complaint was issued in Chancery concerning the bankers’ estates and 
remaining debts.225 The complainants consisted of approximately 200 creditors of the bankers 
who had accepted the composition to settle the case outside of court; accepting ‘6s 8d per 
pound’ for the ‘One hundred & three Thousand pounds or thereaboutes’ they had collectively 
deposited.226 Their acceptance was dictated by the strict nature of English bankruptcy laws 
and proceedings prior to 1706 which caused damage to both parties as they ‘could often 
consume much of the remaining estate in fees’.227 This is evident in the bill of complaint, 
which states that whilst the creditors had paid ‘very great summes of money’ they had 
received no ‘reall fruit or benefit’ in return.228 Acceptance of the composition was expected to 
solve this, giving the creditors assurance that debts would be repaid ‘without the hazard 
expence & delay of any further prosecucion’. However, the debts were not settled and there 
continued to be a commission against the bankers ‘contrary to the tearmes of the said 
Agreement’.229 What follows is a direct accusation by the Creditors of fraud, deceit, and 
dishonesty, suggesting the bankers manipulated the law to their own ends using a network of 
confederates: John Paulet fifth Marquis of Winchester, Thomas Guy, Thomas Lamb, and 
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Thomas Waring. Through these individuals the bankers were accused of setting up a 
pretended prosecution of a commission of bankruptcy, in which the confederates would act as 
creditors, ‘imbezeleing & consumeing of the Estates of the said Bankrupts in deceit of your 
orators & other the creditors’ by ‘fraud & contrivance’, leaving the bankers ‘disabled’ and not 
‘in justice bound’ to settle the remainder of their debts.230  

Additionally, the bill of complaint brings into question why the commission was 
enacted in the first place and by whom. This is particularly important given, as Muldrew has 
argued, that ‘private agreements’, such as the one desired by the creditors, ‘must have been 
more common than the relatively rare commissions which were sued out in the seventeenth 
century’, due to the expense, time, and strict legal proceedings involved.231 Was it enacted by 
the confederates, or did they only act later? Or, was it the bankers’ political enemies 
championing the commission to make their failure public, thereby destroying their reputations 
and forcing them out of their political careers? It is this latter point that will now be turned to. 

The partners stated in their pamphlet that they were plagued by rumour, and that 
certain creditors upon meeting ‘a more peaceable Creditor’ had ‘endeavoured to buy his 
claim, that they might have a Title to vex us’.232 Although these could be viewed as mere 
excuses, the 1679 case and evidence of political manoeuvring in a series of surviving letters 
suggest otherwise. As leaders of the ‘civic opposition’, the bankers were associated with what 
can be labelled the early Whig movement. Whilst Whig and Tory parties are not normally 
identified until the 1680s, historians such as De Krey, Pincus, and Lacey, argue that distinct 
parties developed during this earlier period, splitting the corporation of London into 
‘Reformed Protestants’ (such as the nonconformist bankers) and ‘Anglican Protestants’, and 
that this had profound effects on commerce and economics.233 This is evident in the bankers’ 
Anglican statesmen enemies within the court and the aldermanic council, such as Sir John 
Robinson, Sir Joseph Williamson, Heneage Finch, and Thomas Osborne the Earl of Danby.234 
As party politics developed they reinforced commercial rivalries with political ones, offering 
another channel through which individuals could attack enemies or opponents – and this is 
exactly what happened. 235 

Letters between Robinson and Williamson recounted recent Common Council 
meetings which had been not only ‘tumultuous, but as if they were designed to give a trouble 
in the Parliament, as they have already done in the Citty’.236 In 1676, following a conflict 
between Common Council and the Court of Aldermen over the election of a new judge to the 
Sheriffs court, Thompson and Nelthorpe were declared unfit for future election due to a new 
rule excluding those unable ‘in due time to pay [their] debts but forc’d to compound’.237 
Robinson later reported to Williamson that Mr Richardson, a ‘Lyall & quiett man’, had been 
elected to the sheriff’s court and that ‘The great Player and Thompson, &c., find by 
demonstration they are not so powerful as they made themselves.’238 The bank provided the 
Anglican statesmen with a way inside the ‘civic opposition’; with two leaders out of the way, 
it was possible to embark on a further purge of the Common Council to fully quash the ‘civic 
                                                 
230 Ibid. 
231 Ibid. 
232 Case of Richard Thompson and Company, pp. 12-13, 14. 
233 De Krey, London and the Restoration, p. 142.; Lacey, Dissent and Parliamentary Politics, p. 76; Carruthers, 

City of Capital (Chichester, 1996), p. 17. 
234 Wall, ‘Marvell’s Friends in the City’, p. 204; De Krey, Restoration and Revolution, pp. 110, 119, 126, 130, 

134. 
235 Carruthers, City of Capital, pp. 7, 18; Gauci, Politics of Trade, p. 111; Gary De Krey, A Fractured Society 

(Oxford, 1985), p. 23; Steve Pincus, ‘Rethinking Mercantilism’, W&MQ 69 (2012), p. 17. 
236 ‘The Lord Keeper, the Earl of Danby and Sir J. Williamson to Secretary Coventry’, SPO, SP 44/43 f.10, 13 

March 1674/5. 
237 ‘Notes of conditions to be observed in electing Common Council men’, SPO, SP 29/387 f.141, December 

1676. 
238 ‘Sir John Robinson to Williamson’, SPO, SP 29/378 f.264, January 1676/7. 
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opposition’ and unrest in the City.239 This demonstrates that political motivations, ‘rumour’, 
‘malice’, and scheming creditors did play their part in 1677, destroying the public reputations 
of the bankers and their political careers. 

Ultimately, this case demonstrates the difficult nature of the experimental years of 
finance prior to the 1690s, and how the innovations in trade and economic instruments created 
huge opportunity for manipulation and fraud. Additionally, it reveals the intimately 
interwoven nature of seventeenth-century politics, commerce, and banking, establishing the 
development and significance of party politics in the 1670s and the complications this 
entailed. 

                                                 
239 De Krey, London and the Restoration, p. 150. 
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The forging of capitalism 
 

Plamen Ivanov, University of Southampton 
(p.ivanov@soton.ac.uk) 

Supervisors: Professor Richard Werner & Dr Helen Paul 
 

Revisiting ‘Constitutions and Commitment’ 

‘Constitutions and Commitment’ by Douglass North and Barry Weingast (NW hereafter) 
argues the improved post-Revolution institutional order laid the foundations for the faster 
English economic growth in comparison to continental peers. NW claim that parliament’s 
ascent mitigated sovereign default risk and reneging of debt, allowing economic institutions 
and agents to lend money to government with more certainty that the advanced amount and 
any attached interest payments shall be fully repaid. Capital market evidence validates the 
extraordinary shift in confidence – ‘the government’s ability to tap the resources of society 
increased’ (NW, 1989). National debt grew from £1m in 1688 to £17m by the end of the Nine 
Years’ War in 1697 with funds underwritten by the recently established Bank of England, 
which was ‘intermediat[ing] between borrowers and lenders’ (NW, 1989, p. 825). 
 

Figure 1: Rise in public indebtedness (U.K. 1688-1788) 

 
 

Ferguson (2008) and Acemoglu & Robinson (2012) recently endorsed their analysis of 
institutional change. The latter two contend that if a similar institutional framework to the one 
formed in post-revolution England was to be introduced on a global scale rapid economic 
growth would ensue.  

In line with this argument, contemporary Washington institutions advise developing 
and transition countries to mimic the post-Glorious Revolution institutional order, presented 
by North and Weingast, in order to secure economic growth and prosperity (Carruthers 2007). 
The growing number of indices measuring the quality of institutions worldwide strengthens 
the value of North and Weingast’s analysis (Chang 2011). Their analysis is warmly embraced 
by the supporters of the federalization of the European Union and the academic supporters of 
the European Central Bank (Coffman, Leonard & Neal 2013; Persson & Tabellini 1994). 

To sum up, NW present an elegant story about democracy, protection of property 
rights, enhanced by the introduction of pluralistic, inclusive political institutions with 
separation of powers, barring authoritarian rulers of dishonouring debt contracts, which 
results in increased security of private investment in government debt. All these institutional 
changes paved the way for the industrial revolution, we are told. Based on our research of the 
archival record we challenge the institutional analysis presented by NW, which relies heavily 
on Dickson’s magnum opus ‘The Financial Revolution’. By adopting an inductive research 
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approach, we demystify some of the myths that NW had constructed. The latter are shown to 
have produced a one-sided analysis of the post-Glorious Revolution institutional order, based 
on their deductive research methodology, in particular their representation of economic 
institutions. 
 

How do seventeenth century economic institutions really work? Theory vs. empirical 
evidence 

The significance of the Bank of England in NW’s institutional analysis is hardly surprising 
(Harris 2013:27). After all, the security of repayment of the lenders’ funds was the 
centrepiece for the ‘improved’ institutional framework with the Bank of England being, by a 
margin, the single biggest investor in the post-revolution settlement. The newly founded 
economic institution, which was to become the ‘institutional centre of the City’ (Roberts & 
Kynaston 1994), is depicted as a financial intermediary, which is in line with the postwar 
representation of the banking business.  
 

The public subscriptions raised £1.2 million in a few weeks, which formed the 
initial capital stock of the Bank of England and was lent to government in return 
for a Royal Charter … and the Bank started its role as the government’s banker 
and debt manager. 

Bank of England, 2017 
 

We referred to the Bank of England Archive to verify this core analysis element. Primary and 
secondary evidence, however, illuminates that the banking firm was not intermediating 
existing funds as claimed even by the Bank.240 The archival record shows that only 60 per 
cent of original share capital was raised, while the whole capital amount of £1.2m had been 
advanced to the government’s coffers by the end of the calendar year. How did the newly-
founded ‘financial intermediary’ manage to achieve this miracle? Double-entry bookkeeping 
was adopted as the preferred mode of operations from day one. This allowed for the creation 
of the money ex nihilo, or what William Petty (1682, p. 166) had labelled – ‘double the Effect 
of our coined Money’. The Bank issued fiduciary paper notes with a printed ‘I promise to pay 
the bearer on demand’ (IOUs), which it advanced to the Treasury for the war efforts against 
France.  

Table 1: Stylized T-Account of the Bank of England at end of 1694 

Assets Liabilities 
Loans & Advancements £1,200,000 Government Deposits £1,200,000
Cash (gold, banknotes) £720,000 Capital (Called up) £720,000 
Other debtors £480,000 Capital (Not-called up) £480,000 
Total Assets £2,400,000 Total Liabilities £2,400,000

 

The archival record thus unearths a fundamental flaw in NW’s definition of economic 
institutions. Bank houses, unlike ordinary firms, do not channel existing funds from savers to 
borrowers, but in the process of lending they create and allocate new purchasing power 
(Werner 2014b). It was namely the privatization and legalization of this special class of 
economic institutions performing the vital economic activity of money printing and 
allocation, which was the centrepiece of the political regime change at the end of the short 
seventeenth century, pursued by a small clique of Whig radicals. In fact, the British fiscal 
apparatus, perfected and expanded by the post-Revolution Parliament (O’Brien 2014) with the 
‘exclusive authority to raise new taxes’ (NW 1989), without seemingly breaking the ‘social 
contract’ (Locke 1690), was used as an intermediary to channel funds from the many 
productive taxpayers to the few bank shareholders with dividends paid proportionately to 

                                                 
240 About the credit view of money and banking see Werner, 2003; Stiglitz, 2016; Goodhart, 2017. 
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shareholdings. For example, Sir Gilbert Heathcote, one of the original Bank directors, netted 
in excess of £60,000 after the first few years of operations (Knights 2002). The established 
hidden redistributive and wealth concentrating monetary system at the turn of the eighteenth 
century, safeguarded by the ‘democratic, pluralistic’ political institutions with an independent 
judiciary enforcing debt contracts under the seeming protection of property rights is the 
cornerstone to the contemporary puzzle about income and wealth inequality (Piketty 2014; 
Stiglitz 2012). The Bank was a privately-owned and profit-oriented enterprise allowed to 
create ‘out of nothing’ and allocate the money it was charging interest for. The interest 
payments produced the substantial profits paid out to its shareholders, and these came from 
levying new taxes. This Bank was crowned as the head of the new institutional order, 
producing a new social class – the ‘moneyed interests’ living off usury, with sufficient power 
to not only influence markets but also politics and society. 
 

Figure 2: National Debt Charge (U.K. 1688-1965) 

 
 

The Bank was set up as a temporary institution to finance what was the most expensive war 
up to this point in recorded history, but later it managed to extend its charter on multiple 
occasions due to the deficiency of parliamentary funds. Broz and Grossman’s seminal 
research shows that in exchange for granting its credit to Parliament to finance these deficits, 
the Bank had its charter extended until limits on licence were removed demonstrating the 
power of the short-side position in monetary matters (contrary to Goodhart 2017).  
 

We find renegotiation of the charter was initiated by Parliament when the 
Crown’s budgetary circumstances, shaped by unforeseen military expenditures, 
required additional funds and when the monopoly value of the Banks charter 
rose. 

Broz and Grossman, 2004, p. 48 
 

Building on their research and taking into account Coase’s (1937) theorem of the profit-
maximizing firm, it is reasonable to expect that the Bank – itself founded by and for war – had 
an interest in the British involvement in as many wars as possible. 
 

The Antwerp Agency: How did the Bank ‘remit’ money to Flanders? 

NW skilfully evaded important contextual details of the political regime change (such as a 
Dutch occupation of London when the ‘pluralistic’ political institutions were created, and the 
Dutch invader Willem van Oranje was crowned), but also omitted an analysis of the Bank of 
England’s ‘remittance’ methods, although the money was after all used to finance a war on 
the Continent. Due to their over-reliance on financial intermediation theory (not recognizing 
that banks create the money they lend) NW assume that the raised money was remitted in 
bullion form through the Bank’s Antwerp agency, which was set up to facilitate these 
transfers. The archival record shows otherwise.  

Primary evidence shows that the preferred remittance method was foreign bills of 
credit, confirmed by the Ranelagh Report (1695). Neal (1991, p. 202) provides a pristine 
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explanation on the business of correspondent banking of the early modern era. This empirical 
finding is logical because the very nature of banking and paper money was to protect gold and 
make financial transactions easy and secure. It also proves that there is no international 
transfer of money or ‘flow of money’, especially for large money transfers, (unless a loss of a 
war) but instead merely an exchange of account entries between private banking houses, 
which facilitate cross-border financial transactions and the flow of goods. 

The Bank of England drew bills of exchange on Flanders banks (i.e. de Coninck) and 
presented them to the paymaster of English troops, Richard Hill. The correspondent banks in 
the Low Countries were paying out to English troops either in specie or ‘imaginary money’ 
(Justice 1707). On the other hand, the foreign banking houses retained the right to purchase 
goods and services produced in England. The initial depreciation of the pound allowed 
English goods to be more competitive on the international market, subsequently rebalancing 
the resulting current account gap and returning the guilder-pound exchange rate to the pre-
transactional level. 
 

Picture 1: Bank of England ‘Remittance’ of Money 

 
 

The crude reality is that: Had there been a need to raise money to pay troops abroad for a 
‘temporary’ war, the British government could have issued promissory notes itself, without 
the need to ‘borrow’ from City financiers at compound interest and set up a ‘temporary’ 
institution. Parliament may have exchanged government issued IOUs with the political 
institutions of the foreign land without contractually committing the nation to pay heavy 
interest, reducing itself to a servant of private interests. Within such an alternative institutional 
framework where the government issues money, the private banking institutions are rendered 
obsolete. National debt and interest payments on it defrayed from taxes would not be needed 
and thus income and wealth inequality would not become a major problem. 
 

Figure 3: The economics of Foreign Bills of Exchange (Neal, 1991, p. 202) 
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Policy recommendation and conclusion 

This short survey contributes to several layers of economic history research. Section 2 
indicates the post-revolution settlement created a rent-extracting institutional system (contrary 
to Acemoglu & Robinson, 2012; NW 1989), which is the cornerstone of modern-day 
inequality (Stiglitz 2012; Piketty 2014). It also contributes to Broz and Grossman’s (2004) 
important work about the Bank and its interest in war. Section 3 shows from a historical 
perspective that there is neither financial intermediation, nor international ‘flow of money’. 
This supports arguments against the advancement of the ideas to ‘borrow’ internationally for 
economic development. Promises to pay (IOUs) for productive purposes are and may be 
issued at a local level, invested in the growth of local enterprises, resulting in a positive 
economic stimulus, which generates income for the local fiscal treasuries (Werner 2005). 
Therefore, developing countries are not well-advised if they follow the Washington consensus 
advice and model their institutional framework, which mimics the post-revolution England in 
creating a rent-extracting institutional system where riches flow from the many to the few. 
The growth in England occurred despite the post-revolution institutional framework as 
recognized by Coffman, Leonard & Neal (2013). East Asian countries that ignored the 
Washington prescription and funded their growth through domestic credit creation for 
productive investments achieved spectacular growth (Werner 2003).  

There are a substantial number of competitive advantages the Bank gained over its 
long existence, starting with its privilege to create money at the stroke of a pen. Since the 
financial crisis of 2008, the Bank had been expanding its balance sheet at unprecedented 
levels, while the supply of money by private banks has been shrinking (Goodhart 2017), 
enhancing its claim to monopolize the issuance of money in England. Section 2 showed how 
the Bank utilized political institutions as an intermediary to raise income by unilaterally 
seizing part of the income of ordinary citizens and transferring it to Bank owners, which can 
be seen as a violation of property rights, albeit through legal means (contrasting with NW’s 
thesis). Today, the Bank may again violate NW’s celebrated post-revolution alleged 
protection of private property rights, but this time without the need for legal authorization, 
further demonstrating its superiority in the contemporary institutional framework:  
 

The Special Resolution Regime is an ‘administrative’ rather than ‘judicial’ 
process; the Bank of England does not need court approval to exercise its 
transfer powers and can do so once the SRR has been triggered simply by 
issuing a written transfer document (the ‘transfer instrument’). 
 

Davies and Dobler, Bank of England Research, 2011, p.215 
 

After the Brexit stimulus and to enhance its ill-preparedness (Djankov 2017) about its 
divorce with communist-like monetary centralization of the European Union (sold as 
federalization to and by eurocrats; see Stiglitz 2016), the great rebirth of the British nation as 
an independent state from financial interests policies may be enhanced through the disbanding 
of the Bank of England and the creation of a system of locally-accountable, publicly-owned 
banking system (similar to the Sparkassen/Volksbanken) supporting purely the real economy 
and local entrepreneurship as outlined in the quantity theory of credit by Werner (1997).  

Overall, this evidence-based work invalidates NW’s seminal analysis, revealing it as a 
mythological fairytale, which neither reflects the historical record, nor real business practice 
of the economic institutions they model. It contributes to Broz and Grossman’s (2004) 
important research on the Bank of England’s exploitation of its short-side position 
demonstrating the subservience of NW’s parliamentary ‘supremacy’ to this specific class of 
economic institutions. Therefore, ‘One could say, without committing a major sin’ 
(Schumpeter 1912), that the banking institutions are ‘the pretended servants, but in many 
respects the real masters of every administration’ (Bolingbroke 1751). 
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Introduction 

Imperial Germany’s adoption of the gold Mark in the aftermath of the Franco-Prussian War 
inaugurated the era of the international gold standard (1870s-1914). The ‘scramble for gold’ 
that ensued across Western Europe and North America decisively transformed the world 
monetary order, from one in which silver and bimetallic standards had prevailed across the 
majority of the globe to a system of interlinked gold currencies. Existing scholarship has 
emphasized that the international spread of the gold standard was chiefly determined by the 
intensity of trade dependence between nations.241 For Germany, pegging the Mark to gold 
secured important network externalities with Britain, its principal creditor and leading 
importer of German goods. Coordination with the British Empire’s currency zone promised to 
lower Germany’s transaction and borrowing costs with the world’s largest trading bloc. 
Joining the ‘gold club’ was an integral aspect of German foreign trade policy in the nineteenth 
century, yet there were also crucial domestic and geopolitical motives for Germany’s 
transition that so far have eluded detailed analysis. 

This paper examines government records, private papers and business correspondence 
in order to investigate Germany’s incentives for currency regime change. Part I posits that the 
German Empire’s reforms should be considered in light of its inherited institutional 
weaknesses, the political culture of gold, and the country’s financial reliance on Britain. It 
reveals that the choice of gold as Germany’s metallic standard was inextricably linked to the 
German Empire’s aspiration to establish the Mark as a global trade currency: one that could 
rival sterling’s predominance in the world economy. Part II then assesses to what extent, and 
by which means, the Mark secured the status of a major international currency before 1914. 
 

I. Imperial Germany and the origins of the international gold standard 
(1) Institutional weaknesses 

Securing exchange rate stability with Britain was a crucial factor in favour of a gold currency; 
however, a gold anchor was also perceived as a panacea for the German Empire’s inherited 
institutional weaknesses. Prior to German unification, the twenty-five kingdoms, duchies, and 
city-states that formed the Kaiserreich in 1871 comprised no fewer than six currency zones. 

The particularism of the German states had entrenched a de-centralized monetary system, 
which was widely recognized as an impediment to domestic economic development and 
overseas trade.242  

When devising the German Empire’s monetary constitution, its crafters drew 
extensively on Britain’s monometallic orthodoxy. Britain’s management of sterling not only 
projected national strength; it also constituted, to many German liberals, an attribute of the 
modern nation state, by combining commercial freedom, relative price stability, and political 

                                                 
241 On the emergence of the international gold standard, see in particular the collection of essays in Barry 

Eichengreen and Marc Flandreau, eds., The Gold Standard in Theory and History, 2nd edn (London, 1997); 
Barry Eichengreen and Marc Flandreau, ‘The Geography of the Gold Standard’, in Currency 
Convertibility: The Gold Standard and Beyond, ed. Jorge Braga de Macedo, Barry Eichengreen, and Jaime 
Reis (London, 1996), pp. 113-43; Christopher M. Meissner, ‘A New World Order: Explaining the 
International Diffusion of the Gold Standard, 1870-1913’, Journal of International Economics, 66 (2005), 
pp. 385-406. 

242 Frank Otto, Die Entstehung eines nationalen Geldes: Integrationsprozesse der deutschen Währung im 19. 
Jahrhundert (Berlin, 2002), p. 394. 
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non-interference. For leading German lawmakers, economists, and businessmen alike, 
Britain’s gold currency resembled a paragon of stability, order, and fiscal prudence. 

Ludwig Bamberger, the chief architect of Germany’s currency laws, championed the 
case for gold as both a guarantor and a precondition for a prudent fiscal policy and a resilient 
banking system. Only a gold anchor would be capable of reining in the expansion of 
Germany’s sprawling paper note circulation.243 The gold standard was presented as an 
effective instrument to eradicate the country’s Papierwirtschaft, a term contemporaries coined 
for the vast circulation of uncovered notes emitted by the states and private issuing banks. The 
emission of unsecured notes had flourished largely unchecked in the nineteenth century, 
leading to periodic bank runs and financial contagion. Especially in the smaller German 
states, rulers had frequently turned to seigniorage to rehabilitate their battered finances. 

By contrast, the steadfast commitment of British governments to gold convertibility 
had ensured that the operation of sterling was liberated from the fangs of party politics and 
insulated against short-term fiscal pressures.244 Both of these aspects appealed to German 
liberals, who sought to put an end to the fiscal excesses of the smaller states, which had 
historically manipulated their currencies for debt financing. The gold standard as a ‘good 
housekeeping seal of approval’, to use Bordo and Rockoff’s terminology, not only curbed the 
discretionary powers of the states, it also prescribed a welcome dose of fiscal rectitude on the 
central government in Berlin. 245  
 

(2) The political culture of the gold standard 

Far from mere economic or political expediency, German parliamentarians also ascribed 
potent cultural and moral attributes to gold currencies. The prestige of Britain’s open 
economy and its global financial centre, the City of London, had invested its gold standard 
with a host of normative assumptions about laissez-faire governance and the growth effects of 
capital mobility. Gold’s cosmopolitan analogy with ‘peace, prosperity and civilization as part 
of the wider political culture of free trade’ resonated positively in Germany with a growing 
commitment to Smithian economic liberalism.246 By the mid-nineteenth century, Britain’s 
dominance in global trade and finance had given rise to the notion that gold was ‘the 
wholesale money of mercantile nations’, a narrative that served to cement its association with 
progress and modernity. 247 Silver, by contrast, became relegated to the small-change 
currencies of agrarian societies. Alexander Meyer, editor of the Deutsches Handelsblatt, 
noted in 1867 that the present ‘impulse towards a gold currency should be considered from a 
cultural-historical [perspective] as the final stage of an ancient, evolutionary process’.248 Such 
civilizational rhetoric, however, was by no means unique to the economic discourse of the 
Kaiserreich. Rather, it became a staple in nineteenth-century political economy that 
industrializing states required high-value gold coins to conduct large volumes of trade.  
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244 Martin Daunton, ‘Britain and Globalization since 1850: I. Creating a Global Order, 1850-1914’, Transactions 
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(3) Financial independence from London 

The aftermath of German unification spawned a short-lived euphoria that a gold currency 
would enable German commerce to gain financial independence from London. Germany’s 
foreign trade was principally financed through sterling bills of exchange, drawn on London, 
and the British Empire’s extensive commercial network facilitated settlement all across the 
globe. Yet in the eyes of Deutsche Bank’s managing director, Hermann Wallich, the reliance 
of German industry on British finance had deprived the country of a considerable share of its 
profits from overseas trade.249 He was eager to remedy the situation by which:  

 

Until 1870 not a single bale of cotton had been able to enter Germany without 
having been financed by British mediators on the way. The same was true of all 
the other raw materials on which German industry depended for its basic 
supplies. Britain was also the main channel for German exports. All this cost 
Germany many millions annually in unnecessary commission charges, and it 
was a good idea to try and put an end to this tribute and enable the country’s 
trade to stand on its own feet.250 

 

Contemporary estimates suggest that commission charges on British acceptances and trade 
credits to Germany totalled circa £5 million annually in this period.251 Increasingly Germany’s 
financial dependence on London was not only seen as costly; many also sought to limit its 
vulnerability to financial contagion.252 Since the railway manias of the mid-1840s, German 
merchants and investors had periodically experienced the disruptive effects of financial crises, 
originating from London and New York. Hamburg, in particular, relied heavily on acceptance 
credits and overdrafts from London banks. If a tightening of money rates occurred in London, 
it could be felt as far as the Prussian hinterlands of Saxony and Silesia.253 Industrialists in 
these areas depended principally on Hamburg bankers for their working capital, but also drew 
directly on London to settle their overseas trade.254  

When in 1857 a credit crisis of world-wide proportions transmitted shock waves from 
the U.S. over Britain to Scandinavia, several Hamburg merchants found themselves ‘on the 
verge of collapse’.255 The Hanse Town’s position at the crossroads of mercantile trade with 
central, northern, and eastern Europe rendered it especially susceptible to sharp changes in the 
global financial climate. The 1857 crisis dealt a lasting blow to the perceived trust in 
Hamburg’s marketplace and the solidity of its currency, the Mark Banco.256 The last credit 
shock to hit Germany before unification – the Overend & Gurney Panic of 1866 – again 
caused trepidation and alarm on German shores, raising discount rates sharply to 7-9 per cent 
in Hamburg and Berlin.257 The fall-out from the 1866 crisis, Flandreau has argued, ‘played an 
essential part in convincing Germans of the problems arising from dependence upon a foreign 
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credit system, and of the need to provide one’s own source of liquidity.’258 Both crises 
affirmed the desirability, as Wallich put it, of ‘free[ing] German traders from British go-
betweens’.259 
 

II. The Mark’s rise as an international trade and reserve currency 

The ambition of bankers like Hermann Wallich, Georg von Siemens and Ludwig Bamberger 
was to elevate the German currency to a position where ‘the mark could take its place beside 
the pound as a mainstay of financial stability in the West’.260 Establishing the gold Mark as a 
key international currency promised to challenge sterling’s predominance, reduce exchange 
rate risks, and assist the expansion of German exports. While Berlin occupied only a 
subsidiary role in global finance, German financiers glimpsed an opportunity to transform the 
new capital into a hub for overseas lending. Berlin’s domestic financial business was to 
develop in tandem with an expansion in the presence of German banks abroad, whose foreign 
branches were ‘to serve as bases for Germany’s trade and Germany’s currency’.261 German 
overseas banks and their sponsors – the large universal banks, led by Deutsche Bank, the 
Disconto-Gesellschaft, and Dresdner Bank – would become crucial for the promotion of the 
Mark. From the early 1870s, they set up agencies and branches in London, across Europe, 
South America, and Asia, offering acceptance credit, arbitrage, and advances at rates that 
sought to compete with London’s long-established merchant houses. Whereas several of these 
early ventures were liquidated after a few years, the second generation of German overseas 
banks – established between 1886 and 1906 – successfully claimed market share from their 
British and French competitors.262 
 

 
 

Source: Peter H. Lindert, Key currencies and gold 1900-1913 (Princeton, 1969), Table 3. 
 

For the German Chancellery, the Mark’s standing on foreign exchanges was as much a 
geopolitical as a purely economic issue. Not uncommonly, the German government and 
Foreign Office gave express support and encouragement for overseas banking projects and 
foreign state loans.263 From the mid-1880s, however, German monetary policy became 
intertwined with the Kaiserreich’s bid for colonial possessions, with the spread of the Mark 
serving as a proxy for the expansion of its spheres of influence. Georg von Siemens, 
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managing director of Deutsche Bank from 1870 to 1900, emphasized that financial 
intermediation was key to German Weltpolitik: 
 

Every bank that is established in foreign lands is at the same time a pioneer for 
the activities of German industry and for the formation of permanent 
relationships between the two economic areas. Such connections account for a 
great deal of English influence outside Europe, [and] of French influence in 
Spain, Portugal, Italy and the Orient.264 

 

By 1914, the Mark had become a credible international currency and established itself as the 
world’s third major reserve currency after sterling and the franc (see figure 1). Its prewar use 
in international trade finance, however, was geographically limited. Crucial empirical work 
still remains to be done on the circulation, volume, and pricing of Mark acceptances, yet it is 
clear from contemporary accounts that Mark-denominated trade bills only found regular use 
in parts of South America, the U.S., Scandinavia, Italy, Romania, and Austria-Hungary.265 
The British Empire continued to be impenetrable for Mark acceptances, and in the 
Mediterranean and across Northern Africa francs credits still predominated.266 Furthermore, 
the Mark’s growing credibility did not diminish Germany’s financial reliance on the City of 
London; in fact, the opposite was true.267 When demand for trade credit expanded during 
Germany’s industrial ‘take-off’, the proportion of German business handled by London banks 
increased further in absolute terms.268 Germany was still Britain’s second largest debtor on 
short-term credit, even though, by 1914, German joint-stock banks took a sizeable stake in the 
City’s market for sterling bills.269  
 

Conclusion 

The rise of Germany’s gold Mark proved a potent symbol for national unity and the 
Kaiserreich’s ambition to position itself in the world economy as a global trading power. The 
liberal agenda of Germany’s currency reformers had converged with a nationalist drive for 
modernization that sought to establish the Mark as a strong medium of international credit. 
Not only did a gold-convertible currency complement the agenda of cosmopolitan free 
traders, it also appealed to those harbouring patriotic ambitions to challenge Britain’s 
leadership in global commerce and finance. This dual nature of the gold standard – as both a 
national and internationalist construct – held a particular appeal to German businessmen and 
politicians. Between 1871 and 1914, Germany’s overseas banking network and its rapid 
export growth succeeded in consolidating the Mark’s status as a key reserve and trade 
currency. Beyond Europe, however, sterling’s predominance in trade finance remained largely 
unchallenged, as the Mark’s trajectory fell short of Germany’s industrial ‘catch-up’ with 
Britain before the First World War. 
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Monetary policy transmission and regional monetary 
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Introduction 

The paper studies the impact of monetary policy on economic activity in Germany in 1876-90 
with particular emphasis on spatial economic diversity. The German empire was subject to 
well-known adverse economic conditions (Gründerkrise) in 1873-86 and sustained large 
spatial economic differences amid a pronounced imbalanced process of industrialization. The 
relationship between monetary policy, spatial diversity and economic conditions in Germany 
remain largely unexplored. This implies only a partial understanding of the causes of the 
duration of the Gründerkrise. 

The 1875 Bank Act established a mixed central banking system in Germany following 
adoption of a single currency with the 1871-73 coinage acts. Monetary policy was 
implemented at federal level by the German Imperial Bank (Reichsbank) and complemented 
at federal state level by the private banks of issue (Privatnotenbanken). 

The contribution of the paper is to demonstrate and test statistically the monetary 
policy transmission mechanism of the Reichsbank and the impact of the Privatnotenbanken to 
adverse shocks at regional level. New data are used on banks’ balance sheets, economic 
activity and emigration. The paper follows Bernanke & Blinder (1992) and Christiano et al. 
(1996) to assess monetary policy transmission using a structural vector autoregression model. 
The paper shows that the monetary policy stance of the Reichsbank was unduly restrictive 
during 1883-90 possibly exacerbating and prolonging the economic crisis of 1873 contrasting 
the analyses of Borchardt (1976) and McGouldrick (1984). The Privatnotenbanken 
maintained policy stances different from the Reichsbank and were mostly neutral in 
accommodating local shocks consistent with the period view of a positive impact of the 
Privatnotenbanken. The results support the notion that decentralized central banking in a 
monetary union can be effective in addressing spatial economic imbalances. 
 

Economic development and spatial diversity 

The economic developments in Germany in 1876-90 were marked by a well-known pattern of 
stagnation, severe deflation and recovery and important spatial diversity in industrialization. 
The economic developments were highly uneven in terms of output growth and the spatial 
and sectoral distribution of employment.270 The impact of a decline in agriculture and sectoral 
contribution to employment marked the disparities in economic conditions across different 
German states. While most German states increased employment in industry between 1871 
and 1895, Sachsen was significantly more developed in industry, Bayern, Baden and 
Württemberg were laggards (Table 1). 

The uneven industrialization process across Germany was accompanied by significant 
overseas emigration. Overseas emigration has been attributed to both push factors, poor 
economic conditions, and pull factors, more perceived favourable conditions in the host 
countries, predominantly the United States. In 1876-90, total overseas emigration was 1.6 
million persons (3.4 per cent of the average population) of which almost 1.0 million in 1880-

                                                 
270 Kiesewetter (1989) highlights that the long tradition of German territorial and political fragmentation may 

have led to a competition between federal states causing a ‘hunt for prosperity’ as industrialization was 
regional in nature. Fremdling et al. (1979) argue similarly that European industrialization is to be 
understood as a process of regional differentiation; Germany’s industrialization produced ‘leader regions’ 
and ‘territories of stagnation’. 
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85.271 Overseas emigration differed between states with the highest share of emigration in the 
total population in Württemberg and the lowest share in Sachsen which coincided with among 
the lowest and the highest share in industrial employment (table 1).  
 

Table 1: Employment and emigration 

Cumulative, 
000†

Percent of 
population**

1871‡ 1882 1895 1871‡ 1882 1895 1883-90 1883-90

Preußen 49.7 43.6 35.7 30.4 34.4 38.3 542 2.0
Bayern 51.5 50.9 45.5 29.8 28.3 30.8 94 1.8
Sachsen 28.1 20.0 14.9 51.8 56.3 57.5 25 0.8
Württemberg 40.8 48.2 44.9 39.8 34.4 34.8 49 2.5
Baden 49.1 49.1 42.3 33.8 31.6 34.7 30 2.0
Hessen 41.9 41.6 35.8 36.2 36.5 37.9 19 2.1

Deutsches Reich 47.3 42.5 35.4 32.8 35.5 38.7 841 1.9

Source: Kaiserliches Statistisches Amt (1877-90); Kaiserliches Statistisches Amt (1880-95).  † From April 1883. ‡ Excludes Elsaß-
Lothringen and Mecklenburg-Strelitz. *Of German Empire population. **Population in 1882.

Percent of total*

Employment in agriculture Overseas emigrationEmployment in industry

Percent of total*

 
 

Monetary policy transmission 

The transmission mechanism for monetary policy in an open economy, as is well known, 
includes the aggregate demand channel, the expectation channel and the exchange rate 
channel with its impact on nominal interest rates and expected future exchange rates. In 
nineteenth-century Germany, under the gold standard the expectation and exchange rate 
channel can be collapsed to one as convertibility is congruent with maintaining fixed 
exchange rates. The aggregate demand channel rested in large part on a domestic objective of 
adequate money market conditions that were influenced importantly by the well-known 
operations of the Reichsbank and Privatnotenbanken; the expectation channel was based 
mostly on an external objective via the public’s view about note convertibility and 
sustainability of the gold standard. 

The level of money market integration, as is well understood, in large part determines 
the effectiveness of monetary policy transmission. Weak money market integration in 
Germany implied that money market conditions differed locally. The policy rate pass-through 
depends on whether local or federal conditions dominate and to what extent interest rate 
equalization materializes. Differences in interest rates under a single currency could not 
deviate unduly from the level of prevailing arbitrage-related transaction costs. At the same 
time, the lack of market integration offers opportunities for conducting decentralized 
monetary policies. 

                                                 
271 Overseas emigration increased significantly during the nineteenth century with total overseas emigration of 

Germans of 5.1 million in 1820-1899 (20.0% of the average annual population). 
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Figure 1: Effective discount rates 
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The discount rates in the federal states exhibited significant differences during the observation 
period.272  The differences can be approximated by the returns from bills of exchange holdings 
by the Reichsbank and Privatnotenbanken (figure 1).  The range in discount rates can be 
attributed to the use of local bills (Platzwechsel), the importance of local branch networks and 
information asymmetry due to branch-based credit screening. 
 

Statistical analysis 

The paper analyses the relationship between monetary policy and the business cycle in 
Germany during 1883 and 1890 due to data availability for overseas emigration by federal 
state. The paper takes a similar approach as in Christiano et al. (1996) using a short-run 
structural vector autoregression (SVAR) model to test if the monetary policy stance of the 
Reichsbank was unduly pro-cyclical constraining the economic recovery. The paper also tests 
if the Privatnotenbanken pursued regional monetary policy differentiation against the 
background of regional shocks as approximated by overseas emigration by federal state. 

The paper uses monthly balance sheet data of the Reichsbank and Privatnotenbanken 
from April 1883 through December 1890 from the monthly statistical series Central-Blatt für 
das Deutsche Reich by the Imperial Ministry of the Interior (Reichsamt des Inneren, 1876-
1890). The data cover the Reichsbank and the largest Privatnotenbanken with a federal home 
state. 

The economic variables used in the statistical analysis include monthly tax and 
customs revenue, wholesale prices and overseas emigration by federal state. The tax and 
customs revenue data include German federal taxes on salt (Salzsteuer), beer (Brausteuer) and 
custom duties from the Central-Blatt für das Deutsche Reich (Reichsamt des Inneren, 1876-

                                                 
272 This is consistent with findings of persistent discount rate differences in Norway in 1850-92 (Klovland & 

Oksendal, 2017) and in the United States during 1913-35 (Cohen-Setton, 2016). 
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90).  The tax and customs revenue data are used as proxy for economic output amid the high 
correlation coefficient between national income and tax and customs revenues. The wholesale 
price index is constructed from 10 items at constant weights as published by Jacobs and 
Richter (1935) out of agricultural and industrial products for Germany monthly from January 
1879 from Monatshefte zur Statistik des Deutschen Reichs (Kaiserliches Statistisches Amt, 
1877-90). 

The emigration data, comprising overseas emigration from Germany by federal state 
via German and Dutch ports, are from January 1876 and for the German federal states from 
April 1883 from Monatshefte zur Statistik des Deutschen Reichs (Kaiserliches Statistisches 
Amt, 1877-90). 

The overseas emigration data by federal state are chosen as a proxy for regional 
shocks. In a normative framework of income maximization and under the assumption of 
perfect information and labour substitutability and complete rational motivation, emigration is 
expected to be positively correlated with the incidence of economic crisis and/or large income 
differentials between the source and the host country net of emigration costs. 

The monetary policy instrument used is the reserve ratio. The reserve ratio measures a 
change in the monetary policy stance by denoting a decline in the reserve ratio as a net 
monetary injection and an increase in the reserve ratio as a monetary contraction. The 
significant fluctuations in the reserve ratio, in particular by the Reichsbank, is seen as 
evidence that it pursued both reserve and note issuance activities actively. The reserve ratio is 
therefore both an indication of the policy stance and liquidity availability. 

The paper shows that for the Reichsbank a shock to monetary policy is associated 
unambiguously with an output decline and an increase in overseas emigration. For the 
Privatnotenbanken, shocks to monetary policies are associated mostly with neutral effects on 
emigration. The results are consistent with persistent local money market rate differences 
amid imperfect money market integration. 

The SVAR model is based on the identification of the errors of the system that are 
interpreted as exogenous shocks (see appendix for the model specification). The structural 
shocks of the model are identified by imposing restrictions to allow making inferences based 
on the dynamic impact of mutually uncorrelated (orthogonal) shocks. The restrictions are 
taken from Christiano et al. (1996) to impose the ordering of the variables in the model and 
rest on the assumption that policy shocks have no contemporaneous impact on the economic 
variables. The dynamic effects of the orthogonalized shocks are analysed with the impulse 
response functions (IRFs) that represent the responses of the variables with respect to 
innovations in the errors of the system as one-step to multiple steps ahead forecast errors. 

The estimation comprises two models. The first model measures the monetary 
transmission mechanism at federal level and includes in the following order: Log of tax and 
custom revenue, log of wholesale price index, Reichsbank reserve ratio and log of overseas 
emigration at federal level. A commodity price index has been omitted amid absence of the 
well-known price puzzle as part of the model results. The second model measures the 
monetary transmission at federal state level with the following order: Log of tax and customs 
revenue, Reichsbank reserve ratio, the average reserve ratio of all the Privatnotenbanken, the 
reserve ratio of the home Privatnotenbank of a given federal state, and log of home emigration 
of a given federal state. The log of the wholesale price index has been dropped amid the 
estimation results of the first model. The inclusion of the average Privatnotenbanken reserve 
ratio serves to control for the impact of out-of-home state Privatnotenbanken on home 
emigration. In general, the main results are robust to different orderings of the variables. 

The effect of the Reichsbank’s monetary policy on economic activity is negative. The 
impact of an unexpected one-standard-deviation shock to the error term of the reserve ratio of 
the Reichsbank is shown to have a negative effect on output as approximated by tax and 
customs revenue during two to four months ahead. The effect of monetary policy shocks to 
wholesale prices is neutral. Emigration is significantly affected by monetary policy; a 
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monetary policy shock causes an increase in emigration where the effect increases in the two 
months following the reserve ratio change and peters out gradually (figure 2). The results are 
consistent with estimated effects of contemporary monetary policy.273 The lack of an impact 
on prices is surprising but may be due to the fact that price contractions during the period 
were also an international phenomenon. 
 

Figure 2: Monetary policy transmission 

STATA 14.1 output. Shaded area 95 per cent confidence interval, 4 lags, 10 steps. SIRF, impulse variable - 
response variable. April 1883-December 1890. 

 

The effect of monetary policy on output at the regional level is mostly neutral. The effect of 
the monetary policy stance of the Reichsbanks at regional level is consistent with its effect at 
federal level. However, the effect is not symmetrical as some regions are more affected in 
terms of shocks to emigration than others. The different Privatnotenbanken show differential 
approaches to meeting adverse economic shocks as proxied by emigration. While the 
Badische Bank, Württembergische Notenbank and Bank für Süddeutschland exhibit a neutral 
impact on emigration in Baden, Württemberg and Hessen, respectively, the and Bayerische 
Notenbank deploys counter-cyclical policies in Bayern. The Sächsische Bank follows the 
Reichsbank in pursuing a pro-cyclical policy (figure 3). 

                                                 
273 See e.g. Bernanke and Blinder (1992), Christiano et al. (1996). 
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Figure 3: Monetary policy and emigration 
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STATA 14.1 output. Shaded area 95 per cent confidence interval, 4 lags, 10 steps. SIRF, impulse variable - 
response variable. April 1883-December 1890. Monetary policy stance is based on reserve ratio. 
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Conclusions 

The paper finds that the prolonged economic difficulties in Germany in 1876-90 can be 
attributed at least in large part to unduly pro-cyclical monetary policy amid the dominant role 
of the Reichsbank. Regional monetary policy differentiation allowed some alleviation in some 
federal states neutral monetary policy stances. This may have prevented a more adverse 
economic outcome. The paper’s statistical results support the notion that monetary policy 
differentiation in a monetary union can be effective in addressing adverse regional shocks. 
 

Appendix: Statistical model specification 

The short-run SVAR model used is specified on the basis of a structure matrix of the form 
AB.274 The VAR specifies  variables as linear functions of  of their own lags and  lags of 
the other  variables. A -order VAR model  can be written as: 

(0-1)  

where 
 is a  random vector 

 through  are  matrices of  parameters 
 is assumed to be the error term, that is, 

 
 

 

Equation (0-1) can be rewritten after absorbing the constant  into the  vector and using the 
lag operator  and where  is the identify matrix: 

(0-2)  

(0-3)  

It can be shown that 
(0-4)  

where  is the moving average representation and  are the IRFs. 
 

The SVAR approach orthogonolizes the error terms, i.e. finds new linear combinations 
of the error terms which are independent or orthogonal to each other. The SVAR is 
transformed to a new model such that the new errors  can be expressed as a function of the 
old errors  where  for some invertible matrices  and  and where  and  are 
chosen such that  and  are diagonal, then  and  . 

In the estimation of the model  and  are defined as  matrices where  and  
are freely estimated coefficients. The form of the A matrix imposes the recursive structure 
which orthogonolizes the errors, while the diagonal B serves to scale the structural errors. 

The SVAR model on the basis of equation (0-1) is derived following equations (0-1) 
through (0-4) to rewrite the new model in its moving average representation as: 

(0-5)  

where  are the structural IRFs. The transformations of the errors allow us to 
analyse the dynamics of the system in terms of a change to the structural errors . 

 

References 

Amisano, G., & Giannini. (1997). Topics in structural VAR econometrics. Heidelberg: 
Springer. 

Bernanke, B., & Blinder, A. (1992). ‘The federal funds rate and the channels of monetary 
transmission’. American Economic Review, 82(4), 901-921.  

Borchardt, K. (1976). Währung und Wirtschaft Währung und Wirtschaft in Deutschland 
1876-1975 (pp. 3-55). Frankfurt a.M.: Fritz Knapp. 

                                                 
274 See e.g. Amisano and Giannini (1997). 



  New Researchers - Session II / B 
 

 133 

Christiano, L., Eichenbaum, M., & Evans, C. (1996). ‘The effects of monetary policy shocks: 
Evidence from the flow of funds’. Review of Economics and Statistics, 78(1), 16-34. ' 

ohen-Setton, J. (2016). Essays in macroeconomic history and policy. (PhD), University of 
California, Berkeley.  (ProQuest number 10192792).  

Fremdling, R., Pierenkemper, T., & Tilly, R. (1979). ‘Regionale Differenzierung in 
Deutschland as Schwerpunkt wirtschaftshistorischer Forschung’, Industrialisierung und 
Raum (pp. 9-26). Stuttgart: Klett-Cotta. 

Jacobs, A., & Richter, H. (1935). Die Großhandelspreise in Deutschland von 1792 bis 1934. 
Berlin: Hanseatische Verlagsanstalt Hamburg. 

Kaiserliches Statistisches Amt. (1877-1890). Monatshefte zur Statistik des Deutschen Reich. 
Retrieved from Berlin: Kiesewetter, H. (1989). Industrielle Revolution in Deutschland 1815-
1914. Frankfurt a.M.: Surkamp. 

Klovland, J., & Oksendal, L. (2017). ‘The decentralised central bank: bank rate autonomy and 
capital market integration in Norway, 1850-1892’. European Review of Economic History, 
21, 259-279.  

McGouldrick, P. (1984). ‘Operations of the German Central Bank and the rules of the game, 
1879-1913’. In M. Bordo & A. Schwartz (Eds.), A retrospective on the classical gold 
standard, 1821-1931 (pp. 311-359). Chicago, IL: University of Chicago Press. 

Reichsamt des Inneren. (1876-1890). Central-Blatt für das Deutsche Reich. Berlin: Carl 
Hensmanns. 



New Researchers - Session II / B 
 

 134 

Optimum currency areas and European monetary 
integration: Evidence from the Italian and German 

unifications 
 

Roger Vicquéry, London School of Economics 
(r.h.vicquery@lse.ac.uk) 

Supervisor: Professor Joan Rosés 
 

The creation of the Euro has sparked renewed research interest in international monetary 
integration and currency areas. This paper contributes to the literature by analysing the wave 
of European monetary integration occurring between 1852 and 1870. This period witnessed 
the rise of France as a monetary anchor, the establishment of the international gold standard 
and the creation of national monetary unions in Italy and Germany. Relying on newly 
collected data, I provide empirical evidence on both the predictive power of the Optimum 
Currency Areas (OCA) framework and its endogeneity. Building on my results, I also explore 
the possible role of monetary integration in explaining regional divergence across Italian 
regions post-unification. I provide an empirical contribution on two levels. 

First, I employ Frankel-Wei regressions and clustering techniques to estimate the ex-
ante optimality of various monetary arrangements. My findings support the predictive power 
of the OCA framework. In particular, I find that, opposite to Germany, Italian regions did not 
form an OCA at unification, as Northern and Southern regions experienced highly asymmetric 
shocks. 

Second, I explore a possible channel through which monetary integration might 
aggravate regional inequality by exploring the endogenous effects of monetary unification. I 
notably test for Krugman’s (1993) prediction that monetary integration leads to further 
specialization, which increases the risk of asymmetric shocks. Looking at the Italian 
unification, I find evidence in support of the ‘Krugman view’ and argue that monetary 
integration costs might have contributed to the arising of the Italian ‘Southern Question’. All 
in all, the experience of both the Italian and German unifications does not seem to be 
characterized by the OCA endogeneity theorized by Frankel & Rose (1998). 
 

OCAs and the costs of monetary integration 

Mundell’s (1961) original insight stresses two opposing forces affecting the decision to form 
a currency area. On the benefits side, a common currency reduces transaction costs and 
increase trade. On the cost side – the focus of this paper – monetary integration implies a loss 
in monetary policy independence, making the regions vulnerable to asymmetric shocks. 
Symmetry of shocks has since become a ‘catch-all criteria’ to assess currency area optimality 
in the empirical literature. 

A more recent literature (Alesina & Barro 2002) downplayed the OCA costs, 
introducing the notion of ‘anchor-client relationship’ as the key driver of international 
monetary integration. Indeed, most countries anchor their monetary policy to a reference 
country as they cannot afford an independent one. It follows that the costs of monetary 
integration depend on the degree of cyclical synchronization with respect to potential anchors 
only, an approach that I adopt in the first part of my empirical analysis. 

An important critique to the OCA framework ability to assess currency areas’ ex-ante 
optimality is presented by Frankel & Rose (1998). They argue OCA criteria to be 
endogenous: once countries join a currency area, trade integration improves their cyclical 
synchronization, endogenously reducing the costs of forgoing monetary policy independence. 
This optimist view contrasted with Krugman’s (1993) assessment of the endogenous effects 
of currency areas. He predicted monetary integration would both increase the likelihood 
(through sectorial specialization) and magnify the effect of asymmetric shocks. Within a 
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monetary union where factors move freely, an asymmetric shock might indeed permanently 
move factors of production from the affected regions to better-off ones, an assumption that 
fits well with the regional experience of the United States (Blanchard & Katz 1992). The 
second part of the paper’s empirical analysis will test whether this theoretical prediction is 
also consistent with the experience of unified Italy. 
 

Monetary integration at the eve of the first globalization, 1852-70 

The two decades comprised between the establishment of the French Second Empire in 1852 
and the Franco-Prussian war of 1870 witnessed a surge in European monetary integration. 

At the international level, a rise in trade liberalization and capital exports from Britain 
and France provided strong incentives for smaller nations to harmonize their monetary policy 
to that of the two bigger European powers, showing the relevance of Alesina and Barro’s 
‘anchor-client’. France took the lead in 1865 with the creation of the Latin Monetary Union, 
but with capital exports from France coming to a halt following the 1870 defeat, wider 
international integration ultimately occurred around the British gold standard. 

At the national level, the Italian and German political unification brought about 
monetary unification, although from very different trajectories. On the one hand, German 
institutional integration dated back to the Holy Roman Empire, with the foundation of the 
Zollverein leading the way to the establishment of the Empire in 1871. On the other hand, the 
Italian case provides a rare example of ‘exogenous’ monetary integration. The North-Western 
Italian elites had no interest in a centralized political union of the whole peninsula, as 
economic links amongst Italian states were very weak. Only the risk of a revolutionary 
government taking power in the South, following Garibaldi’s expeditions, pushed Piedmont 
to go for the annexation of the South in 1861. 

Comparing the ex-ante optimality of the Italian and German monetary unifications is 
particularly interesting given the very different paths taken by the two countries in terms of 
post-unification regional divergence. Determining how ex-ante optimality relates to ex-post 
regional divergence provides an indication of both the predictive power of the OCA 
framework and the nature of possible endogenous effects of integration. Comparative data in 
Iuzzolino et al. (2013) show that regional inequality in Italy was in line with other major 
economies in 1871. By 1911, however, inter-regional Italian inequality was three times higher 
than in Germany. The paper attempts to assess what role monetary integration might have 
played in the origins of the ‘Southern Question’. 
 

Data 

To estimate shock symmetry across European regions I manually collected from the 
Economist an original dataset of foreign-exchange bills prices quoted in London on 21 
European financial centres, from 1846 to 1869. All in all, this new dataset is composed of 
102,930 bid-ask observations or around 26,000 weekly quotes. 

Additional data used in the clustering analysis is mostly retrieved from the RICardo 
database and Mitchell (1998). Data used to analyse the effect of monetary integration on 
regional economic structures is from Missiaia (2016). 
 

Estimating Europe’s optimal monetary boundaries before 1870 

My empirical strategy follows the literature in focusing on the similarity of shocks as a ‘catch 
all OCA criteria. In line with Bayoumi & Eichengreen (1997), who proxy similarity of shocks 
using bilateral exchange rates movements, and the anchor-client framework discussed above, 
I employ foreign exchange bills co-movements with respect to anchor countries Britain and 
France as my key OCA criteria. In other words, regions that experience monetary dominance 
(high co-movement) with respect to the same anchor(s) belong to the same OCA (this 
approach is very close to Alesina et al., 2002). 
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I estimate monetary dominance with respect to anchor countries running for each 
financial centre Frankel-Wei regressions (Frankel & Wei, 2008) 

 

 
 
 
 
[1]

where et is the log of foreign-exchange bill returns on the financial centre of interest expressed 
in terms of a numéraire currency (the Dutch Guilder), the superscripts GBP and FFR denote 
anchor countries Britain and France, α is a possible constant drift in the returns and the 
remaining variable control for co-movements with neighbouring financial centres (REG), 
liquidity (BIDASK) and monetary policy changes (BOE, BDF). The coefficients of interest 
βGBP and βFFR measure the degree of monetary dominance of the financial centre on the left 
hand side of the equation with respect to each anchor. Theoretically, both symmetry of shocks 
and policy could affect currencies’ co-movements with respect to anchor. I nonetheless argue 
that the latter is not only largely endogenous to the former but also of little relevance in the 
pre-gold standard historical context. 

Figures 1 and 2 summarize the estimated monetary dominance coefficients for the 
Italian and German regions over different sub-periods. The results clearly indicate that 
Northern and Southern Italian financial centres were not part of the same OCA, as the two 
regions experienced very different nominal shocks. In this respect one could argue that 
Southern Italy and Spain were much closer to being an OCA than unified Italy. 
 

Figure 1: Estimated monetary dominance coefficients (Italy and Spain) 

 

Opposite to the Italian situation, German financial centres showed very similar co-
movements, with rising French dominance over the period. I therefore argue that the cost of 
forgoing monetary independence for German regions was very low compared to that of Italian 
regions. 
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Figure 2: Estimated monetary dominance coefficients (Germany) 

 
I use hierarchical clustering analysis (Qureshi & Tsangarides 2006) to test my results’ 
robustness. Clustering is performed at the country level, using the monetary dominance 
coefficients estimated through equation 1 as well as other OCA relevant variables (share of 
British and French trade in total trade, economic openness and government deficit).  

Figure 3 shows the cluster analysis results for the period 1852-58, immediately before 
the Italian unification. An HIC test suggests that the sample should be divided into three 
clusters. The first one, formed by Belgium, the Zollverein, Piedmont-Sardinia and Tuscany, is 
characterized by moderate monetary dominance with respect to both France and Britain and 
high economic openness. The second cluster, formed by Austria, Spain, Portugal and the Two 
Sicilies, shows on the other hand very high monetary dominance and trade exposure to Britain 
and a low level of economic openness. Russia belongs to a cluster of its own. 
 

 
All in all, my analysis provides evidence of the predictive power of the OCA framework both 
in terms of membership and performance of currency areas. In terms of membership, I am 
able to identify the core members of the international gold standard and the Latin Monetary 
Union as being part of the same monetary cluster since the late 1850s. In terms of 
performance, the relative ex-ante costs of monetary integration I estimate for Italy and 
Germany fits well with their relative performance in terms of ex-post regional divergence. 
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OCA criteria endogeneity therefore seems to have played little role following both the Italian 
and German unifications. 
 

Endogenous effects of monetary integration and regional divergence 

Building on the above results, I empirically test for a causal link between monetary 
unification and regional divergence. Relying on Krugman’s (1993) insights on the 
endogenous effects of monetary integration, I test whether pairs of Italian provinces that 
became part of the same currency area post-unification saw their economic structure become 
more dissimilar once a national market started to arise in the 1880s, compared to pairs that 
already belonged to the same polity. This would confirm that monetary integration might 
endogenously increase its own costs by favouring regional specialization, as an increase in 
dissimilarity also increases the likelihood of asymmetric shocks. I estimate the following 
equation: 

 

                          [2] 

where ki,t is the log of the Krugman index of dissimilarity among pair of provinces i in census 
year t measured across sectorial share in industrial value added, DIntegration is a treatment 
dummy that takes value of 1 if the pair was not part of the same polity before unification, Λi,t 
is a vector of controls and δi, ζt, θs,t, are respectively cross-section and year fixed-effects and a 
time-varying fixed-effect for every pre-unitary polity pair s. 
 

Figure 4: Average dissimilarity of economic structure amongst pairs of Italian provinces 

 
Treatment: pairs of provinces that did not belong to the same polity pre-unification 

Control: Pairs of provinces that did belong to the same polity pre-unification 
 

Figure 4 depicts a graphical representation of the differences-in-differences-analysis, while 
table 1 shows my estimated results. The integration effect on dissimilarity of economic 
structures is found to be large, with treated pairs being 15 per cent more dissimilar than 
control ones in the fullest specification. 
 

Discussion 

Implications for both the OCA framework and Italian economic history can be drawn from 
the paper. 

On the monetary integration theory side, the paper finds no evidence in favour of 
Frankel & Rose’s (1998) critique of the OCA framework. Looking at the Italian and German 
unification, there is no evidence that optimality is more likely ex-post than ex-ante. On the 
contrary, I positively test for Krugman-type effects endogenously increasing monetary 
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integration costs. This last point is particularly relevant for the policy debate around the Euro. 
While the empirical consensus for the Euro Area is generally in favour of OCA endogeneity, 
the adverse endogenous effects of the Krugman-type might only materialize at levels of 
transactions costs and factor mobility that the Euro Area has not reached yet. 

The paper contributes to the economic history of Italian regional divergence in two 
ways. First, it shows that while the North belonged, pre-unification, to a European monetary 
‘core’, the Southern regions clustered together with Europe’s periphery. This is at odds with 
recent claims that Northern and Southern Italy had similar levels of economic development at 
unification (Malanima 2007). 

Second, the paper makes the case that unification in itself might have contributed to 
the arising of the Southern Question, as the initially high costs of monetary integration likely 
worsened, with specialization increasing the likelihood of asymmetric shocks. Asymmetric 
shocks can permanently lower the output level of a given region within the familiar model of 
hysteresis that characterizes regional business cycles (Blanchard & Katz 1992). If factors of 
production can move freely and no macroeconomic adjustment tools are available, once a 
region is hit by an idiosyncratic demand shock to its export industry, factors of production 
will migrate out of the region before relative price adjustments can make it attractive to new 
industries. 

This framework might well fit the experience of the Italian agricultural South, hit by 
the ‘grain invasion’ asymmetric shock in the 1880s. In this respect, it is interesting to compare 
Southern Italy and Spain. While the Two Sicilies and Spain were part of the same monetary 
cluster pre-unification (figure 1), their exchange-rate policies diverged markedly following 
the Italian unification. The Italian Lira experienced a 30 per cent real appreciation from 
unification to the First World War. On the contrary, the Spanish Peseta depreciated massively 
starting from the 1880s, cushioning the terms of trade shock to agriculture. Sanchez-Alonso 
(2000) estimates that without the Peseta devaluation, migration from Spain would have been 
up to 40 per cent higher. In other words, Spain provides a good counter-factual of what kind 
of monetary policy an independent Italian South might have pursued facing the 1880’s shock. 
On the contrary, external adjustment in Southern Italy took place through permanent outflows 
of both capital and labour. While other factors certainly played a larger role in the origins of 
the Southern Question, this hysteresis mechanism is likely to have contributed to the arising 
of a sizeable North-South divide by the beginning of the First World War. 
 

Table 1 
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Introduction 

Embroidery was a well-established luxury trade in France by the eighteenth century. Yet the 
professional embroidery trade, which supplied the luxury clothing and furnishings market 
throughout France and Europe, has been little studied. Over the course of the eighteenth 
century, there was a change in the market for embroidery. Whilst in the early part of the 
1700s, there was an emphasis on elaborate gold and silver embroidery which was purchased 
mainly by a courtly clientele, towards the end of the century this had morphed into a desire 
for more subtle designs in coloured silks. Professionally embroidered male waistcoats in this 
latter style were particularly in high demand by the second half of the century, and the variety 
of waistcoats – to suit a variety of budgets – had significantly increased. 

This paper considers how consumer demand for fashionable embroidery produced in 
France was met through interdependent networks of consumers, merchants and producers in 
the second half of the eighteenth century. It will be argued that the exchange of information 
across such networks brought about a significant change in how embroidery was produced in 
eighteenth-century Lyon. This will be demonstrated using the case study of Pascal, Vial et 
Cie., a Lyon-based embroidery merchant who operated during the years 1736-82. The first 
part of this paper will examine select examples of networks which operated within the 
embroidery trade. This will be followed by an analysis of the type of information exchanged 
through these networks and finally, how this information was acted upon by embroidery 
merchants in Lyon to satisfy consumer demand.  

Network analysis has gained significant ground in historical studies in recent years, 
which has highlighted the importance of individual actors and their contributions to the 
commercial expansion of trade, particularly trans-Atlantic trade, during the early modern 
period.275 Whilst such studies make an important contribution to reconstructing and 
understanding merchant networks over large geographical distances, there is a tendency to 
focus on large quantitative datasets which in turn prioritizes the larger trading histories of 
global commodities such as tobacco, coffee and tea etc. Emma Rothschild’s work, in which 
she advocates a ‘return to the sources’, has made an important step towards translating local 
networks into the wider international context.276 Moreover, with the exception of Lesley E. 
Miller,277 few studies have focused on the effects of merchant and other network activity on 
local production in the luxury trades. This paper takes a qualitative approach to the networks 
of the embroidery trade of eighteenth-century France, focusing on the nature of the 
information exchanged. Analysing the contents of the correspondence exchanged within these 

                                                 
275 See e.g. Sheryllynne Haggerty, The British-Atlantic Trading Community, 1760-1810: Men, Women, and the 
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1995); Francesca Trivellato, The Familiarity of Strangers: The Sephardic Diaspora, Livorno, and Cross 
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276 Emma Rothschild, ‘Isolation and Economic Life in Eighteenth-Century France’ American Historical Review 
(October 2014) 1055-1082.  

277 Lesley Ellis Miller, Selling Silks: A Merchant’s Sample Book 1764 (London: V&A Publishing, 2014) 
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networks provides a more nuanced understanding of the connections between the 
consumption, production and distribution of fashionable embroidery during this period. 
 

I: Networks in the embroidery trade of eighteenth-century France 

The embroidery trade in eighteenth-century France consisted of myriad networks of 
production, distribution and consumption. This paper looks at three examples of networks: 
informal social networks of consumers, family business networks, and international merchant 
networks. 

The popularity of embroidered textiles significantly increased in the 1770s and social 
networks between friends, colleagues and acquaintances – or ‘the consumers’ – enabled a 
flow of fashionable French embroidery across the continent. French embroidery would be 
obtained through purchases during diplomatic missions, and commissions placed through 
travelling family members, friends and colleagues. Letters from Thomas Robinson, the 2nd 
Baron Grantham when he was British Ambassador to Spain in the 1770s, for example, show 
that he and members of his circle were avid consumers of French embroidered products. 
Grantham regularly commissioned embroidered waistcoats and suits from both Paris and 
Lyon in the 1770s. His correspondence demonstrates that his orders for French embroidery 
were carried out on his behalf by friends and colleagues travelling via France during this 
period, rather than directly between himself and an embroiderer. The correspondence between 
Grantham and Count Masin document regular commissions carried out on Grantham’s behalf 
by Masin in both Paris and Lyon. On 17 January 1779, for example, Masin writes to 
Grantham to inform him that he is leaving for Paris via Lyon on the 24 or 25 February and 
asks if Grantham has any requests for embroidery. A few months later, on 27 April, Masin 
writes to confirm the commissions: “I had no time at all in the noisy whirlwind of Paris to tell 
you of the successful carrying out of your orders. I am bringing with me your suit of clothes, 
the silk and the embroidered lace”.278 Social networks of consumers, in which informal 
relationships resulted in the purchase and exchange of embroidered products, thus constituted 
an important channel of distribution for French embroidery during this period. It highlights a 
demand which was not only international in nature, but where the customer was not always 
necessarily the intended final consumer of the product. It was therefore necessary that the 
embroidery trade in France could efficiently supply products to both an international and 
travelling clientele. 

The family network was also important to the functioning of the embroidery trade in 
eighteenth-century France. Pascal, Vial et Cie., an embroidery merchant in Lyon, was a 
family-owned business. Joseph Pascal took over the business after the death of his uncle in 
1748, as well as the guardianship of his two younger cousins. The youngest, Claude Pascal, 
moved to Paris in 1764 where he found a job as a clerk for Monsieur Royer, a cloth merchant 
on the prestigious Rue Saint-Honoré, the centre of luxury shopping during this period. Upon 
his arrival in Paris, Claude was able to make strategic business contacts and encouraged 
Pascal to send him samples that he could show to his contacts which would enable Pascal to 
sell his products in the capital. Claude regularly requested packages of embroidered 
waistcoats during this period, which he could sell on via the glamorous shops along the Rue 
Saint-Honoré and at the Palais-Royal, places which foreign travellers, such as Grantham and 
his contacts, were encouraged to visit in contemporary guidebooks. 

By the end of the eighteenth century, Pascal was also part of a larger commercial 
network of merchants, which extended across Europe. In the back of an account book, we find 
a list of European cities and key contacts including Milan, Lisbon and Naples;279 and amongst 
his commercial correspondence, one counts letters from customers and merchants in Geneva, 
Milan, Turin, Birmingham, and Madrid, amongst others. In particular, Pascal corresponded 
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regularly with Noé Ravy, a merchant based in Turin, and Jacques Bergier, a Geneva-based 
merchant. Ravy facilitated commissions for Pascal on behalf of Italian embroiderers working 
for the court and other businesses across the north of Italy involved in the ancillary trades of 
the luxury market. Pascal also regularly struck business deals with Bergier, who purchased 
embroidered waistcoats from Pascal to sell on to other merchants and customers in 
Switzerland. 
 

II: Information exchange  

Together, these diverse networks constituted an important source of information exchange 
about consumer demand for embroidery, which in turn, had a profound effect on the way in 
which embroidery was produced from the 1770s onwards. The networks described above – 
social, familial and professional – provided fundamental information on two key areas 
regarding the market for embroidery, both of which informed the types of products that Pascal 
and other Lyon-based embroidery merchants chose to produce during this period.  

The first of these was price. In 1776, a friend wrote to Grantham regarding a series of 
embroidery commissions he had carried out for him in France, noting in particular that 
Grantham “will not be displeased with the price”.280 Furthermore, in his orders placed with 
Pascal for embroidered waistcoats, the merchant Bergier also states that these should be a 
reasonable price. In 1781 he writes to Pascal to advise him that “in this town nobody wants 
anything expensive, the waistcoats must not exceed between 15 and 18 livres.”281 Claude 
warns Pascal of a similar issue in Paris, noting the competitive prices of the embroidered 
waistcoats on sale at the Palais-Royal. The prices at which embroidered waistcoats were being 
sold, just under 20 livres in Switzerland and between 20 and 25 livres in Paris, was indeed 
cheap for an embroidered product; order books for Parisian embroiderers suggest that in some 
cases, an embroidered waistcoat could fetch up to 640 livres.282  

The second aspect of embroidery for which the networks provided information, was 
the intangible quality of ‘good taste’ and we see an emphasis on novelty and good taste 
throughout the sources. Ravy, the merchant from Milan with whom Pascal was in regular 
contact, consistently complimented the good taste of Pascal in stocking the latest fashionable 
embroidery material. In one commission, Ravy asks for a cannetille (twisted thread) and 
leaves it to Pascal to send one in “a fashionable colour”, thus trusting his judgement.283 In the 
informal consumer networks, there is a similar preoccupation; when placing orders through 
friends and acquaintances, it was imperative that the person who requested the item could 
trust their good taste and was a common theme in almost every order placed for embroidery 
through a third party in Grantham’s letters. On 4 October 1776, for example, Grantham writes 
that he is sending Masin a parcel of clothes, including waistcoats, for his sons from Lyon 
because Masin does not trust them with their choice.284 Like the embroidery requests in 
Grantham’s letters, Bergier rarely made specific requests pertaining to design in his letters to 
Pascal, but rather asked for a variety of waistcoats, the embroidery of which should be 
different for each one. The most important for Bergier, however, was that the waistcoats 
should be “pretty, & in the latest taste”.285  

The implicit trust in one’s good taste in executing embroidery commissions is thus a 
common theme in the correspondence exchanged within these networks. Indeed, trust 
underpinned almost every form of commercial relationship in the early-modern period. 
Historians have suggested that one of the main purposes of networks was to mitigate the risk 
and uncertainty associated with long-distance trade in the early modern period, with trust 
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being an important element of networks. Xabier Lamikiz suggests that in order to reduce the 
risk of agents acting in their own best interests, merchants would “personalize the agency 
relationship by embedding it in structures of social relations”.286 Within this context, it can be 
said that Joseph Pascal used the family network to conduct his business on a national scale. 
Here, Claude Pascal had a similar role to that of the agent in a long-distance overseas 
mercantile relationship; he gathered intelligence of the market in Paris and conducted 
business on Joseph Pascal’s behalf. The familial ties between the two men and the sense of 
trust which this implied, fostered a more robust commercial network which went some way to 
reducing the risk that Pascal encountered in conducting trade over a long distance. But it 
could also be suggested that trust, and the freedom afforded to merchants such as Pascal to 
make judgements of ‘good taste’, encouraged producers to be innovative and experiment with 
new production techniques in order to meet consumer demand for embroidery which had to 
be, elusively, both cheap and tasteful. 
 

III: Production 

The qualitative information about pricing and design which was exchanged via these 
networks had a significant impact on the production of embroidery in eighteenth-century 
Lyon. In order to meet this consumer demand for embroidered products which were both 
reasonably-priced and in the latest fashion or good taste, Pascal and others began trading in 
tambour embroidery, a technique which was introduced in France from Asia around 1760. 
The technique involved using a round frame to keep the fabric taught, with a hook being used 
instead of a needle to produce a chain stitch. It enabled embroiderers to execute designs in 
chain stitch with a renewed precision, and with greater speed and efficiency. Tambour work 
was faster to execute than many other methods of stitching, and it was possible to execute 
exquisite designs on clothing with a high level of depth and subtlety in a shorter length of 
time; exactly the type of embroidery which constituted the ‘good taste’ which consumers 
desired. Pascal’s account books show that for waistcoats in tamboured embroidery, he was 
working on a lead time of approximately one month between the order date and delivery to 
the client. For example, on 20 May 1778 he took an order from one client for 28 tamboured 
waistcoats and one tamboured frock coat, all to be delivered approximately five weeks later 
on 28 June 1778.287 This was a much faster turnaround than embroidery produced via other 
techniques; the order books for Parisian embroiderers who supplied members of the court 
during this period show that for court suits and waistcoats with embroidery in gold, silver or 
silk, the turnaround time was approximately three months. Waistcoats with tambour 
embroidery were also at the cheaper end of the pricing scale. An account book for another 
Lyon-based embroidery merchant, Villoud, Cadet et Cie., shows that they sold their 
tamboured waistcoats for between 7 livres and 14 livres.288 Tambour work was thus well-
suited to a rising consumer demand for a greater variety of lower-cost embroidered designs 
which could be produced and delivered to market quickly and efficiently. Such products 
suited international customers such as Grantham and his acquaintances who were travelling 
briefly via Paris or Lyon on their way to another destination in Europe. 

By the end of the eighteenth century, tamboured embroidery had become highly 
fashionable in Europe due to its connotations with the exotic and the increasing preference for 
clothing with lighter embellishment. Waistcoats with tambour embroidery were extremely 
popular amongst Pascal’s international customers, including those in Milan and Geneva. 
Tamboured waistcoats were also enthusiastically exchanged via the same social networks of 
consumers expounded above: for example, Grantham notes in 1775 that “The Count […] has 
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some pretty cloaths from Lyons […] with a delicate Lilac & White button hole Tambour 
Embroidery.” And in 1778 that “Munro, has the prettiest waistcoats embroidered with 
tambour […] he has several […] to give me once at Madrid”.289 
 

Conclusion 

Networks, whether social, familial or professional, enabled the embroiderers of eighteenth-
century France to satisfy consumer demand for a wider variety of embroidered products.  As 
Miller acknowledges in her work on the eighteenth-century silk industry, “Lyon was not an 
island. Indeed, it sat at the crossroads of an exchange of goods and ideas with many other 
cities in and beyond France.”290 This exchange of goods, particularly embroidery, can be said 
to have been facilitated by the networks which Pascal and others cultivated. The national and 
international networks, of which Pascal was a central part, enabled a flow of information 
about consumer needs and desires. This information was acted upon by Pascal and other 
Lyon-based embroidery merchants which would turn French embroidery into a popular 
consumer product which was distributed via these same networks across the continent. The 
carefully cultivated relationships that Pascal and others forged with contacts across Europe 
further enabled him to access new and diverse markets, and Pascal’s commercial 
correspondence is important evidence of the effects of European consumption on the 
embroidery trade in eighteenth-century France. 

                                                 
289 BAR L 30/17/4/112 and L 30/15/54/54  
290 Lesley Ellis Miller, Dictionary of Eighteenth-Century French Silk Designers (Pasold Research Fund, 2015) p. 

v.  
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Nowadays, interest in the topics of social-economic history is the essential part of historical 
science around the world.291 Economic historians are today interested in a wide array of topics 
from the history of individual enterprises to the development of international exchange. One 
of the most current problems in the economic history of the Russian Empire of the second half 
of the nineteenth century is the problem of the development and functioning of the domestic 
market.292 The solution to this problem has been transferred to the sphere of regional history 
and demands not only the illustration of All-Russian trends but also the identification of 
common and special features of social-economic processes of individual regions.293 

The term ‘market’ is multifaceted and can be studied on many levels. The domestic 
market in Russia has been observed by historians as a system of commodity production, based 
on the principle of the division of labour,294and as a sphere of exchange295 and a space for 
trade operations.296 Different approaches in studying the domestic market have determined the 
following particular research problems: the problem of legislation control of market 
relationships (laws that regulated the commodity exchange and the mechanism of their sale in 
the provinces); the correlation of stationary and periodical forms of trade, the dynamics of 
industrial development (handicraft, factorial and plants’) and the economic, political and 
climatic factors influencing it; characterization of the subjects related to the commodity 
market (their social structure and the number of members in market relationships: producers, 
sellers and customer) and the adjoining problem of the role of cities as the centre of economic 
‘gravity’ in the development of local and All-Russian markers. 

In the 1980s, B.N. Mironov suggested observing the domestic Russian market in the 
spatial perspective as the whole of the interrelated local markets that were united by a 
common function, or ‘making the commodity exchange between the producers and consumers 
in the countrywide’.297 This is the reason for studying the local market of the Tula 
Governorate (a province of the European part of the Russian Empire that combined the 
features of Central-Industrial and Central Agricultural zones)298 as part of an All-Russian 
market. 
                                                 
291 Jekonomicheskajaistorija: vzgljadiz XXI veka. Institucional’nye aspekty teori I ipraktiki hozjajstvennoj 

zhizni// ed. Prof. I.N. Shapkin and N.O.Voskresenskaya. Moscow, 2016.P.33. 
292 Kozhemjakina K.K. Sovremennaja rossijskaja istoriografija istorii vnutrennego rynka I torgovli Rossijskoj 

imperii v kolichestvennom izmerenii // Belgorodskij dialog-2016. Problemy filologii, vseobshhej I 
otechestvennoj istorii: sbornik materialov VIII Mezhdunarodnogo molodezhnogo nauchnogo foruma. 
Belgorod, 2016. ID «Belgorod» NIU «BelGU», 2016. P. 239–244. 

293 Repina L.P. Istoricheskaja nauka na rubezhe XX – XXI vv.: social’nye teorii I istoriograficheskaja praktika. 
Moscow, Krug, 2011. P. 165, 176–192. 

294 Koval’chenko I.D., Milov L.V. Vserossijskij agrarnyj rynok XVIII – nachalo XX veka: opyt 
kolichestvennogo analiza. Moscow: Nauka, 1974. 399 p. 

295 Davydov M.A. Vserossijskij rynok v konce XIX – nachale XX v. I zheleznodorozhnaja statistika. SPb.: 
Aletejja, 2010. 832 p.; Mironov B.N. Vnutrennij rynok Rossii vo vtoroj polovine XVIII – pervojpolovine 
XIX v. L.eningrad: Nauka, 1981. 

296 Rodnov M.I. Prostranstvo hlebnogo rynka (Ufimskaja gubernija v konce XIX – nachale XX vv.). Ufa, 2012. 
225 p. 

297 Mironov B.N. Vnutrennij rynok Rossii vo vtoroj polovine XVIII – pervoj polovine XIX v. L.: Nauka, 1981. 
P. 5–6. 

298 Simonova E.V. Provincial’nye goroda Tul’skoj gubernii v XIX veke. Tula, 2005. p. 5–6. 



  New Researchers - Session II / C 
 

 147 

Marking the local commodity market of the Tula Governorate as part of the All-
Russian market raises the problem of its borders and spatial configuration. From the point of 
view of neoclassical economic theory, the local market is the sphere of commodity exchange 
that is relatively separated. The main criterion of its marking out is that most sale acts of 
goods are made in the regional sphere of the goods’ exchange.299 Based on the results of the 
analysis of papers of fiscal-administrative stock-taking (the Journals of General Check of 
Trade and Industrial Institutions in Tula Governorate), it is possible to assert that the local 
commodity market existed in provinces. Most of the trade institutions were “petty” for the 
scale of trade. Industry supplied mainly local demand. 

At the beginning of the twenty-first century, studies using the approach of the ‘new 
institutional economy’ became widespread among economic historians. One author, Douglass 
North, proposed that the market was a special structure that includes different institutions 
consisting of formal (written in legal acts) and informal (customary stereotypes of behaviour, 
traditions, moral norms) rules that arrange commodity exchange and influence the costs of 
production and exchange.300 In the context of the observed problem of the analysis of 
institutes (first of all, formal) let us identify the institutional factors that influenced the 
borders of the local commodity market of the Tula Governorate. In other words, it is possible 
to study the influence of trade law on the borders of the local commodity market. 

On 1 January 1863, Emperor Alexander II confirmed the ‘Statute on Duties for Trade 
Rights and Other Industries’, which came into force on 1 July 1863 and was remade and 
amended in 1865.301 This statute repealed and changed a number of articles in the 
‘Commercial Charter’ in the 1857 redaction.302 ‘Statute …’ became the main legal act that 
regulated the process of trade, determined the persons who were allowed to be entrepreneurs, 
the order of trade exchange and the state controlling it until the end of 1898. The ‘Statute … ’ 
was also the main law that regulated the taxation of entrepreneurs. 

According to ‘Statute … ’ 1863/1865, persons of both genders, all stations and ranks, 
and foreigners had the right to trade and be engaged in industrial activity. The exception was 
for orthodox clergy, Protestant preachers and low military ranks on active-service (art.20). In 
accordance with Article 3 of the ‘Statute …’, trade and other entrepreneurial activities could 
be produced both with the corresponding commercial papers as well as without them. It is 
important to note that such a patent system had been enacted in 1824. In accordance with it, 
traders had to buy trade licences (papers that allowed a person to trade) and trade tickets 
(papers that gave the right to a person to have a place of trade or factory, etc.). 

Law 1863/65 determined trade actions that did not need trade papers to be the 
following: 1) trading corn (in any form), hemp, cattle, salt, living supplies, wool, bristle, fluff, 
green hides, and building materials in cities and villages, both wholesale and retail from carts, 
ships, in markets and squares, but not in constant institutions (as shops and stores); 2) street-
hawking of different supplies and dainties named in the enclosure (Inventory A) to Article 4 
of the ‘Statute … ’ in cities and villages at tables, barrows and moving coffers; 3) the 
exchange of money at coffers and tables, but not in permanent institutions; 4) trade in 
approved fairs; 5) building, repairing and keeping river and lake ships (except steamships); 6) 
keeping horses and carrier’s trade (without making a special passenger or cargo transporting 
service); 7) assembling machines and an apparatus for factories, agricultural tools, chemical 
and dyeing substances if they are sold in their own institutions; and 8) keeping educational, 

                                                 
299 Novikova N.V. Ponjatijno-terminologicheskij apparat issledovanija lokal’nogo potrebitel’skogo rynka // 

Municipalitet: jekonomika I upravlenie. 2012. № 1. P. 23–29. 
300 North D. Institutions, Institutional Change and Economic Performance, Cambridge University Press, 1990. P. 

17–26. 
301 Statute on Duties for Trade Rights and other industries (1863). // the Complete Collection of Laws of the 

Russian Empire .Collection 2.Part 1. 1863. Т. XXXVIII. № 39118. Saint-Petersburg, 1866. P. 3–31. 
302 Statute on Duties for Trade Rights and other industries (1865). // the Complete Collection of Laws of the 

Russian Empire .Collection 2.Part 1. 1865. Т. XL. № 41779. Saint-Petersburg., 1867. P. 157–175. 
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hygienic and medical institutions, libraries, and bookstores except in capital cities (Article 4). 
Peasantswere allowed to sell supplies and agricultural products in cities and villages without 
the need for trade papers. The list of such products was provided in Inventory B (the 
enclosure to Article 5 of the ‘Statute …’). All persons, irrespective of their social status, could 
freely trade in cities’ products that were homemade (Article 8). Landowners and leasers were 
allowed to keep craft institutions and factories without engines and with staff of fewer than 16 
people without trade papers within the borders of their estate (Article 6). 

Hence, the law provided for a wide range of types of entrepreneurship without the 
requirement for registration in public authorities and self-authorities and without the need to 
pay taxes. This fact makes it difficult to study the staff of traders and the character of their 
business because entrepreneurs without certificates were not registered in the documentation, 
statistics or fiscal registration papers. However, it is possible to solve the problem of studying 
the borders of the local commodity market of Tula Governorate without this information. 

In fact, many forms of trade and craft allowed without taxes were periodical. The area 
of the sale of production or rendering services was limited by the settlement or uyezd where 
the businessman was situated. 

In accordance with Article 10, all types of trade or industrial actions (except those 
mentioned above) were allowed only with annual licences and tickets by paying taxes. Trade 
certificates were divided into those for merchants (guild) and craftsmen. Merchant certificates 
were divided into two categories: first guild (for wholesale trade) and second guild (for retail 
trade). Having a merchant’s certificate opened the way not only to economic but also to estate 
privileges. Craft certificates did not grant any personal non-economic privileges. They were 
given for 1) peddling; 2) delivery trade; 3) itinerant commerce; 4) burgess’ crafts; and 5) trade 
clerks (Article 14). 

Merchant certificates of the first guild gave the right to wholesale domestic or foreign 
trading goods throughout the Empire by individuals or through clerks and also to keep offices, 
stores and barns provided a ticket was obtained for every one of them. This certificate allowed 
retail trade in shops and to have factories, plants and craft institutions with the appropriate 
tickets in all city and country settlements where the certificate was issued (Article 32). 

The owner of a merchant’s certificate of the second guild was allowed to trade in 
Russian and foreign goods in shops and have factories and plants (with more than 16 workers 
and machines) in the uyezd where the certificate was issued (Articles 33, 34). 

A certificate for peddling allowed shops in shopping arcades (Gostiny Dvor) and other 
public places in order to sell goods from the special Inventory E (enclosure to the 
‘Statute…’); peddling shops in order to sell goods from Inventory Zh (Ж); factories and craft 
institutions without machines and with fewer than 16 workers (Articles 40,41). 

Certificates for delivery trade and itinerant commerce allowed selling manufacturing 
and colonial goods in cities, settlements and ‘mestechko’ (type of settlements in the western 
provinces of the Russian Empire) (Article 45). 

Certificates for burgess’ crafts allowed selling the results of one’s own labour only to 
males who made crafts without hired workers only using the help of family members (Article 
46). 

Entrepreneurs who bought certificates (except merchants of the first guild) had the 
right to trade and crafts only in the uyezd where they had been issued the certificate. The 
official norms obliged traders who wanted to trade in adjoining uyezds, governorates of other 
regions of Russia to also buy trade licences for these places. Hence, trade and tax legislation 
limited the opportunity of businesses to expand geographically, raising the costs for 
businessmen who wished to open new enterprises. 

Table 1 presents the dynamics of the purchase of trade certificates bought by 
businessmen in the Tula Governorate in the second half of the nineteenth century. It is 
obvious that the majority of them consisted of merchant certificates of the second guild and 
certificates for peddling (their sum is more than 50 per cent). The absolute majority of all 
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certificates bought in this period allowed the legal opportunity for their keepers to trade and 
craft within the borders of only one uyezd (only one part of 12 uyezds in the governorate).The 
analysis of the Journals of General Check of Trade and Industrial Institutions in the Tula 
Governorate also confirms the information in the table. According to them, only 1.5 per cent 
of entrepreneurs conducted business in two or more uyezds (in fact, the number correlates 
with the number of merchant certificates issued tithe first guild). 
 

Table 1: The dynamics of businessmen’s buying trade certificates in Tula Governorate 
in the second half of the 19th century303 

Trade certificates 
Years 

1864 1868 1870 1874 1877 1880 1883 1886 1890 1894 1897 

Iguild 
yearly 34 34 32 38 41 35 36 20 23 26 31 

six-month --- --- --- --- 1 2 1 1 1 --- 2 

IIguild 
yearly 1,647 1,395 1,597 1,261 1,121 1,114 1,223 1,389 1,405 1,300 1,346 

six-month --- 55 68 38 29 34 39 77 58 57 60 

peddling 
yearly 2,672 3,911 3,239 3,229 3,339 3,323 4,036 3,491 3,815 3,240 3,488 

six-month --- 226 145 166 141 164 205 338 212 241 250 

delivery trade 
yearly 61 230 265 144 103 177 130 ? 96 82 80 

six-month --- 25 20 8 5 10 13 ? 4 11 6 
itinerant 

commerce 
yearly 43 118 93 68 50 122 85 148 71 118 56 

six-month --- 15 5 16 8 33 26 36 50 47 26 

burgess’ crafts 
yearly ? 393 350 437 448 441 388 733 782 665 643 

six-month ? 19 17 --- 3 2 5 73 56 97 99 

trade clerks 

Iclassyearly 75 210 262 270 340 332 345 415 471 451 472 
six-month --- 11 17 11 5 15 15 41 31 34 36 

IIclassyearly 76 2,584 2,426 2,226 2,259 2,253 2,483 1,847 1,835 1,678 1,605 
six-month ? 145 204 83 63 85 101 148 97 114 135 

Passports for 
the members 
of merchant’s 

family 

Iclassyearly ? 52 60 54 40 41 46 14 18 19 16 
six-month ? --- --- --- 1 1 --- --- --- --- --- 

IIclassyearly ? 2,471 2,687 1,439 982 909 949 792 774 715 696 
six-month ? 50 61 6 41 4 3 6 4 4 1 

Sum total: 
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Consequently, the established legal limits together with the development of mainly small 
industry, the low concentration of the capitals and the predominance of agriculture in the 
economy determined the big number of second-hand dealers in the movement of goods from 
one governorate to another on the one hand. On the other hand, these conditions did not help 
the development of the network forms of trade by ‘locking’ the majority of trade operations 
within the uyezds. In this case, we observe the local market of the Tula Governorate as the 
whole of local uyezd markets. However, these were not closed systems because goods from 
the Tula Governorate could be found in shops in Saint-Petersburg and Moscow, and vice 
versa, metropolitan goods could be found on the counters in shops in Tula and uyezd cities.  
 

                                                 
303 Calculated and completed on: State Institution “State Archive of the Tula Region” (GUGATO) F.52. Op.1. 

D.128.L.58-63; GU GATO F. 52. Op. 1. D. 146. L. 103-107; Pamyatnayaknizhka (Memorial Book) of Tula 
Governorate for 1876. Tula: Tipografija Gubernskogo pravlenija, 1876. Part II. P. 232-235; Obzor Tul’skoj 
gubernii za 1878 god. Tula: Tipografija Gubernskogo pravlenija, 1879. P. 7-8; Obzor Tul’skoj gubernii za 
1880 god. Tula: Tipografija Gubernskogo Pravlenija, 1881. P. 6-7; GU GATO. F. 52. Op. 1. D. 236. L. 91-
93; GU GATO. F. 52. Op. 1. D. 370. L. 202-219; Obzor Tul’skoj gubernii za 1890 god. Tula: Tipografija 
Gubernskogo Pravlenija, 1891. Ved.21; Obzor Tul’skoj gubernii za 1894 god. Tula: Tipografija 
Gubernskogo Pravlenija, 1895. Ved.16; Obzor Tul’skoj gubernii za 1897 god. Tula: Tipografija 
Gubernskogo Pravlenija, 1898. Ved.10. 
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1. Introduction 

‘Assessing the “importance” of institutions relative to other factors such as geography or 
democracy assumes a separability that may be ahistorical’.304 

If you are living in the 1820s and you have some guilder and kreutzer leftover that you 
would like to spend in order to satisfy your avidity for luxury products, you might either want 
a pair of extravagant leather shoes or a nice briefcase (portefeuille) made of leather. Chances 
are then high that your luxury good was produced in one of the following four places: Paris, 
London, Vienna or Offenbach on the Main.305 The first three places will be familiar to the 
reader. This paper is about the fourth city and its success story regarding industrialization in 
the nineteenth century. The evidence of the contemporaneous literature leaves no doubt: when 
the industrialization wave swept over Germany, Offenbach was able to use the new 
possibilities much better than comparable regions. One pillar of this success was a leather 
industry of world rank.306 Offenbach, a city belonging to Hesse-Darmstadt and later to the 
Grand Duchy of Hesse, underwent major liberal (inclusive) reforms between 1819-28 
followed by an unparalleled increase in GDP. First, in 1819 Offenbach received the privilege 
to set up factories without the need of getting granted a governmental concession. Second, in 
1821 guild coercion was abolished. Third, in 1827 the central government of Hesse-
Darmstadt reformed the tax law, switching from a poll tax to a tax based on revenue. Fourth, 
in 1828 Hesse-Darmstadt joined the Prussian Custom Union (Zollverein) culminating in the 
ability to access a large market. These institutional reforms established a coherent liberal 
institutional framework. From an institutional point of view, by 1828 Offenbach became a 
liberal island not only within Hesse-Darmstadt, but also compared to other regions on the 
right-hand side of the river Rhine. Offenbach can thus be considered as a nineteenth century 
special economic zone. Therefore, the development of the city of Offenbach throughout the 
nineteenth century provides an ideal example for a case study to investigate the question of 
whether it is more the geographical component or a liberal institutional framework that 
influences a region’s long-run growth perspectives. 
 

2. Related literature 

There is widespread consensus among both economists and historians that institutions play a 
major role in generating long–run economic growth. The idea that the degree of the 
inclusiveness of political and economic institutions determines to a large part whether a 
country can jump on a path of continuous growth, is gaining increasing support. 

In this particular field of economics under the headline of the institutions versus 
geography debate,307 economists are still searching for the holy grail of economic growth, the 
deep determinants that mainly influence the growth trajectory of (usually) a country. In this 
respect, this paper supports the view that the answer to the question of whether it is 
institutions or geography economists should primarily pay attention to is: yes, it is institutions 

                                                 
304 Mokyr (2008), p. 100. 
305 See Hager (1905), p. 16. 
306 See Beißer (1857), p. 46. 
307 See i.a. Acemoglu et al. (2001), Gallup et al. (1999). 
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and geography. The case study of Offenbach from the nineteenth century delivers strong 
arguments that looking at geography in association with institutions seem to be more 
promising in order to grasp the full understanding of successful growth stories.308 

Second, in the field of development economics, under the headline of special 
economic zones (SEZ), economists are discussing the effectiveness of such zones with respect 
to economic growth, especially in terms of trade volumes and foreign direct investment. 

This paper is related to this strand of literature. The institutional reforms by the central 
government of Hesse-Darmstadt in association with the privilege granted only to Offenbach 
in 1819 effectively established Offenbach as a liberal island in a world of medieval guild 
structure, a truly nineteenth century special economic zone. 
 

3. Data 

First and foremost, Offenbach’s privilege of 1819, the tax reform of 1827 as well as the 
establishment of the Prussian-Hessian Tariff Union in 1828 simply fall into the pre-statistical 
era. This means that Hesse-Darmstadt did not systematically collect data about economic 
variables. 

To circumvent these problems, this paper resorts to population data. Data on 
population for both cities and regions are rather well available as far back as 1800. Therefore, 
the paper uses population in order to approximate GDP.309 It is rather common in development 
economics to use population, especially in the form of urbanization ratios, as a proxy for 
economic performance. 

The first dataset consists of population data for 20 cities from 1800 to 1910. The data 
consist of Offenbach, the treatment unit and 19 control cities in Offenbach’s geographical 
vicinity. The control cities constitute the donor pool in order to create a synthetic control unit 
for Offenbach. Table 1 shows the chosen cities and figure 1 shows their location on the map. 
 

Table 1: Cities chosen as comparison units 

City  Country City  Country 
Aschaffenburg Kingdom of Bavaria Höchst Duchy of Nassau 
Bensheim Grand Duchy of Hesse Kassel Electorate of Hesse 
Darmstadt Grand Duchy of Hesse Limburg Duchy of Nassau 
Frankfurt on the Main Free City of Frankfurt Mainz Grand Duchy of Hesse 
Friedberg Grand Duchy of Hesse Mannheim Baden 
Fulda Electorate of Hesse Marburg Electorate of Hesse 
Giessen  Grand Duchy of Hesse Offenbach Grand Duchy of Hesse 
Hanau Electorate of Hesse Wetzlar Prussia 
Heidelberg Baden Wiesbaden Duchy of Nassau 
Hersfeld Electorate of Hesse Worms Grand Duchy of Hesse 

 

                                                 
308 This point was recently stressed by Berker (2017). 
309 This implies a Malthusian era of growth since GDP per capita will remain the same as GDP (approximated by 

people) increases. 
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Figure 1: The 20 cities that were chosen to establish the donor pool 

Source: Leibniz-Institut für europäische Geschichte 
 

The cities were chosen as comparable units in the sense that the chosen cities had an 1800 
population just above or just below the 1800 population of Offenbach. Cities in Prussia as 
well as cities left of the river Rhine were ignored since these regions were already reformed 
by the time Offenbach’s institutional reforms began. 
 

4. Descriptive statistics 

This chapter compares the different counties of Hesse-Darmstadt, one of which is the county 
of Offenbach. The idea behind this is that, since all of the counties belonged to Hesse-
Darmstadt, the reforms of 1821, 1827, and 1828 affected all counties of Hesse-Darmstadt. 
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Table 2: Population size of counties in Hesse-Darmstadt, 1817-61 

Counties 1817 1834 1846 1861 CAGR % 
Province Starkenburg 
Darmstadt  33,203 45,457 54,011 57,936 1.27 
Bensheim  21,966 25,428 29,147 29,239 0.65 
Dieburg  39,431 46,547 51,787 49,780 0.53 
Erbach  16,285 20,733 24,456 23,028 0.79 
Groß-Gerau 20,152 24,054 27,596 28,917 0.82 
Heppenheim 16,694 20,621 24,387 25,275 0.95 
Lindenfels  24,763 31,204 36,682 34,668 0.77 
Neusstadt  13,058 16,749 18,535 17,123 0.62 
Offenbach  29,369 38,642 46,224 52,989 1.35 
Wimpfen  3,424 3,858 4,295 3,792 0.23 
Province Oberhessen 
Giessen 33,779 39,155 44,048 44,711 0.64 
Alsfeld 30,050 33,798 35,264 33,190 0.23 
Biedenkopf 28,475 31,720 35,617 34,889 0.46 
Büdingen 15,076 18,302 19,698 17,857 0.39 
Friedberg 28,588 32,548 38,063 37,867 0.64 
Grünberg 15,813 17,734 19,550 18,816 0.40 
Lauterbach 27,156 29,930 31,339 29,873 0.22 
Nidda 29,700 34,409 35,991 33,707 0.34 
Schotten 18,528 20,194 21,826 20,257 0.20 
Vilbel 16,460 19,531 22,571 21,879 0.65 
Vöhl 5,196 5,472 5,994 5,924 0.30 
Province Rheinhessen 
Mainz 41,888 53,795 62,508 70,978 1.21 
Alzey 28,416 36,018 38,313 36,807 0.59 
Bingen 21,301 27,453 29,465 31,739 0.91 
Oppenheim 31,137 41,188 44,027 43,177 0.75 
Worms 37,246 46,866 51,132 51,790 0.75 
Total  627,157 760,704 852,679 856,907  

 

Table 2 shows the development of the population in all 26 counties for the years 1817, 1834, 
1846, and 1861 as reported in Beiträge zur Statistik des Großherzogtums Hesse. The final 
column of table 2 reports the compound annual growth rate (CAGR) for each city from 1817-
61. As table 2 shows, Offenbach county is the county in Hesse-Darmstadt with the highest 
compound annual growth rate of 1.35 realized between 1817-61. 
 

5. Method 

The paper applies the synthetic control method as introduced by Abadie & Gardeazabal 
(2003) and Abadie et al. (2011). The method was explicitly designed in order to choose 
comparison units and to allow for quantitative inference in small-sample comparative studies. 

What distinguishes Offenbach from all other cities (including other cities in Hesse-
Darmstadt) is the fact that by 1828 Offenbach had a complete coherent liberal institutional 
framework, i.e. Offenbach became a liberal island. According to the synthetic control method, 
Offenbach is our treated unit. The other 19 cities (see section 4) constitute the donor pool out 
of which to form a synthetic control group to approximate Offenbach, i.e. a synthetic 
Offenbach. The period from 1800-28 is the preintervention period, the period from 1829-1910 
is the postintervention period. 
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6. Empirical results 

Calculation of the weights for W* by applying the synthetic control method to the setting of 
comparing Offenbach’s population development with the population development of other 
cities in the region around Offenbach, delivers the following weights that are assigned to each 
unit in the donor pool: 
 

Table 3: Weights W* assigned to each unit in the donor pool 

Weight in % Cityα Weight in % Cityα 
4.1 Aschaffenburg 4.5 Hersfeld 
6.5  Bensheim 1.7 Mainz 
2.2  Darmstadt 2.1 Mannheim 
1.0  Frankfurt 4.1 Worms 
14.9  Friedberg 29.0 Limburg 
3.6  Fulda 1.8 Kassel 
4.3  Giessen 4.6 Wiesbaden 
3.1  Hanau 4.3 Marburg 
2.8  Heidelberg 5.4 Wetzlar 

 

Figure 2 shows trends in population of Offenbach and synthetic Offenbach using the above 
weights W*. The vertical line indicates the year 1828 in which the liberal framework first 
became available to Offenbach. 
 

Figure 2: Gap between Offenbach and synthetic Offenbach 1800-1910 

 
As expected, shortly after Offenbach was equipped with a completely new institutional 
framework, Offenbach starts to positively deviate from its control group, indicating that the 
institutional reforms had a positive effect on Offenbach. This means that the reason why 
Offenbach was more able to use the opportunities later provided by the onset of the industrial 
revolution can be traced back to its earlier liberal framework. 

In order to strengthen the arguments made in favour of Offenbach’s institutional 
framework, it is possible to run so called ‘in-time placebos’ and ‘in-space placebos’. On the 
one hand, in-time placebos refer to a situation in which the researcher pretends as if the 
treated unit was exposed to the treatment earlier than it actually was the case. The expected 
outcome would then be to observe no systematic deviation immediately after the pseudo 
treatment took place. 
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Figure 3: In-time placebo with the new institutional framework available in 1816 

 
As expected, we do not observe a systematic deviation of Offenbach from its synthetic group 
after a hypothetical year. On the other hand, in-space placebos refer to a situation in which the 
researcher pretends that another unit was exposed to the treatment, i.e. one of the units in the 
donor pool is receiving the treatment. The expected outcome would then be to observe, again, 
no systematic deviation of the new treated unit from the new donor pool. 
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Figure 4: In-space placebos 
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Figure 4: In-space placebos (continuous) 

 
The vertical line in figure 4 is set back to the year 1828. The continuous line represents the in-
placebo city and the dotted line represents the in-placebo synthetic city. Figure 4a) shows the 
case of Aschaffenburg, 4b) shows the case of Darmstadt, 4c) shows the case of Hanau, 4d) 
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shows the case of Giessen, 4e) shows the case of Wetzlar, and finally 4f) shows the case of 
Worms. As is obvious from these examples, the outcomes are as expected: none of the in-
space placebos shows a systematic deviation from its synthetical group which would indicate 
that the institutional reforms also had an effect on those cities. 
 

7. Causes explaining Offenbach’s success story 

As the previous chapters have shown, the growth performance of Offenbach was outstanding 
in comparison to other cities in the larger region and as compared to other counties in Hesse-
Darmstadt. This chapter explores and puts together reasons in order to elucidate the driving 
forces behind this success story and assigns them to four distinguished categories typically 
known from the economic history literature. 

Geography. Offenbach has an ideal location with respect to transportation and sales 
opportunities of mass-produced goods since it is located at the large navigable river Main 
with many tributary rivers. In addition to this, the river Main can be used as a water reservoir 
and to get rid of industrial waste water. 

Geopolitical context. It is undeniable that the proximity to Frankfurt not only in a pure 
geographical sense but also in association with Frankfurt’s institutions was of importance to 
Offenbach. Especially Frankfurt’s hostile attitude towards modernization in terms of 
economic liberty plays an important role for Offenbach. 

Religion. Offenbach had been Protestant since the Reformation and many Huguenots 
settled in Offenbach since the revocation of the Edict of Nantes in 1685. That Protestant 
regions generated higher economic prosperity than Catholic regions is known in the literature 
as the Weber-thesis. This is however questionable, as shows a recent study by Cantoni (2015) 
who uses population figures of 272 cities in the years 1300-1900 and does not find any effects 
of Protestantism on economic growth. This would strengthen the argument put forward in this 
paper that institutions and geopolitics account for Offenbach’s success story. 

Institutions. Offenbach is a case in point to illustrate that sometimes institutional 
reforms are complementary to each other. Offenbach was not only able to set up factories. 
Businesses were taxed according to their sales volumes, basically enabling businesses to be 
viable. Furthermore, businesses were able to sell their products without additional and 
prohibiting custom duties to a large market. 
 

8. Concluding remarks 

The main points the paper stresses are that: 

1. A single reform, be it even as liberal as the introduction of full economic liberty, may 
only become effective if it is accompanied by a set of complementing reforms. 
Consequently, only a coherent liberal institutional framework might be growth-
promoting. 

2. Even the most favourable combination to growth of work ethic and human capital has to 
fall on fertile ground, that is, it has to be able to operate in a coherent liberal 
institutional framework to become effective. 

3. The geopolitical context matters, i.e. geographical and institutional variables go hand in 
hand and are hardly separable. 

4. Industrialization is a highly region-specific process. 

In essence, the paper provides a rich case study which can easily be linked to different strands 
of literature. It can be used to shed some light on an ongoing debate in the profession of 
economics about the importance of inclusive institutions for long-run growth. It can further be 
used to shed some light on what might be important reforms in order to establish a successful 
special economic zone, a debate especially going on in the field of development economics. 
Above this, the case study can be used to shed some light on the institutions vs. geography 
debate which is still going on in both the field of economics and the field of economic history. 
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Finally, the case study can be used in the field of history since it not only confirms but also 
complements the earlier, mostly qualitative finding by historians of regional history. 
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The Colombian National Railway Company: 
Political stability and company profitability, a case study 

 

Andrew Primmer, University of Bristol 
(ap13720@bristol.ac.uk) 

Supervisors: Professor Matthew Brown & Dr Julio Decker 
 

The economic historiography of Colombia exhibits a strong focus on factor endowments. 
Within this the role of export agriculture in the insertion of Colombia into the world economy 
in the late nineteenth and early twentieth centuries is particularly prominent.310 Foreign 
investment in the railway sector has been viewed through this lens, as part and parcel of the 
process of the development of the export economy. Colombia attracted far less investment in 
its railway sector than other major nations in the Latin American region. The general 
explanation posited for this lack of development has been geographical factor endowments in 
the shape of the country’s mountainous terrain.311 The national historiography has long 
understood that Colombia’s economic history was characterized by fiscal mismanagement, 
misallocation of fiscal revenue, budget deficits, hyperinflation of the ‘papel moneda’, and 
repeated sovereign debt default.312 However, whilst there is a keen understanding of how these 
factors impacted development from an internal perspective, there is little recognition of how 
these factors moulded the perception of Colombia in the exterior, and how this inhibited 
investment in the railway sector. Moreover, of the British investment which occurred in the 
sector, there is no study which establishes the experiences of the companies and explains the 
lack of expansion. This paper addresses this historiographical lacuna. The experience of the 
CNRC demonstrates foreign investment was highly prejudiced by an unstable local 
environment and poor performance of sovereign debt management.313 In addition, the paper 
establishes that, in spite of these problems, foreign investment could be attracted through 
institutional modifications such as government profit guarantees on securities floated in 
London. 
 

                                                 
310 José Antonio Ocampo, Colombia y la Economía Mundial, 1830-1910 (Bogotá: Siglo Vientiuno, 1984); Luis 

Sierra, El Tabaco en la Economía Colombiana del Siglo XIX (Bogotá: Universidad Nacional, 1971); 
William McGreevy, An Economic History of Colombia 1845-1930 (Cambridge: Cambridge University 
Press, 1971); Frank Safford, and Marco Palacios, Colombia Fragmented Land, Divided Society (Oxford: 
Oxford University Press, 2002); Ocampo; Marco Palacios, Coffee in Colombia, 1850-1970: An Economic, 
Social and Political History (Cambridge: Cambridge University Press, 1980). 

311 Frank Safford, ‘El Problema de los Transportes en Colombia en el Siglo XIX’, in Economía Colombiana del 
Siglo XIX, ed. by Adolfo Meisel Roca and María Teresa Ramírez (Bogota: Banco de la Republica, 2010); 
Álvaro Panchón and María Teresa Ramírez, La infraestructura de transporte en Colombian durante el siglo 
XX (Bogotá: Banco de la República, 2006) p. 48. 

312 Roberto Junguito, La deuda externa en el siglo xix: cien años de incumplimiento (Bogotá: Banco de la 
República, 1995); Mauricio Avella Gomez, ‘El financiamento externo’, in Economía Colombiana, ed. by 
Meisel and Ramírez; Ocampo. 

313 Thoughout this paper the following abbreviations are utilized: CNRC: Colombian National Railway 
Company, BRC: Barranquilla Railway and Pier Company, DRC: Dorada Railway Company. 
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Figure 1: Colombian sovereign debt bond prices on London Stock Exchange, 1822-99 (% of 
par value) 

 
Sources: Course of the Exchange, 1822-1869; Investors Monthly Manual, 1870-1899 

 

Figure 1 presents Colombian sovereign debt bond prices traded on the London capital market 
during 1822-99. These demonstrate Colombia’s performance maintaining its credit overseas 
throughout the nineteenth century. Throughout the nineteenth century, Colombian 
governments engaged in a doctrine known as la verdad de la deuda (the true debt).314 This 
doctrine maintained that the nominal value of debt should be adjusted to reflect its market 
value. In accordance with this doctrine, national governments agitated for reductions on 
capital outstanding. This policy resulted in a successful renegotiation of the Colombian 
national debt in 1873.315 British investors were initially optimistic, believing Colombia would 
become a reliable debtor nation. This optimism was exemplified by the increase in bond 
prices in the mid-1870s. However, Colombia quickly returned to its characteristic behaviour 
as a repudiating nation. According to a director of the CNRC, this meant British investors 
viewed the country at the beginning of the twentieth century ‘as the grave of all capital which 
anyone was foolish enough to invest in’.316 
 

                                                 
314 Colombian finance minister Jorge Holguín published an exposé on the doctrine in 1908 as part of the 

Quinquenio regime’s attempts at a reorientation of Colombia’s relationship with international capital 
markets: Jorge Holguín, Desde cerca: Asuntos Colombianos (Paris: Librairie Générale et Internationale, 
1908). 

315 Corporation of Foreign Bondholders, Twenty-Sixth Annual Report of the Council of the Corporation of 
Foreign Bondholders for the Year 1898-9, (London, 1889) p. 82. 

316 F. Loraine Petre, The Republic of Colombia, an Account of Its People, Its Institutions and Its Resources 
(London: Edward Stanford, 1906) p. 2. 



  New Researchers - Session II / D 
 

 163 

Figure 2: Colombian, Argentine, Brazilian and Chilean sovereign debt bond prices on London 
Stock Exchange, 1869-99 (% of par value) 

 
Sources: Course of the Exchange, 1869; Investors Monthly Manual, 1870-1899. 

 

Figure 3: Difference between Colombian bonds price and regional average, 1870-99 (% of 
par value 

Sources: Investors Monthly Manual, 1870-99. (The graph is computed by subtracting the equally weighted mean 
for the bonds of Mexico, Chile, Brazil, Argentina and Peru from the price of Colombian bonds.) 
 

Figures 2 and 3 demonstrate how Colombia’s conduct as a debtor nation compares with other 
countries in the region competing for British investment. Throughout the last three decades of 
the nineteenth century, Argentina, Brazil and Chile maintained an exemplary record of 
sovereign debt repayment. This record was important for attracting railway investment, since 
as Summerhill, Lewis & Miller demonstrate, governmental financial support for railways was 
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indispensable to railway development in Latin America.317 In addition, as Tovar & Esteves 
have shown, sovereign default could have long lasting implications for private sector 
investment.318 In spite of the financial crises of the late 1870s and the 1890s, each country 
maintained their sovereign debt bonds at between 60 and 100 per cent of par value. In contrast 
to the records of Argentina, Brazil and Chile, throughout the last three decades of the 
nineteenth century, Colombian bonds traded at between 20 and 40 per cent of par. Colombia’s 
performance as a debtor declined throughout the 1880s. By the turn of the century, 
Colombia’s bonds traded at 40 points below the equally weighted mean of the region. 

In 1904, there was a major change of administration in Colombia. President Rafael 
Reyes’ Quinquenio sought to emulate the Mexican porfiriato, revolutionizing the relationship 
of Colombia with international capital markets. By signing the Holguín-Avebury agreement, 
which resumed payments on the sovereign debt, and recognized cumulative interest, Reyes 
and his finance minister Jorge Holguín overturned almost a century of adherence to the 
verdad de la deuda doctrine. This agreement opened up the country to large scale foreign 
investment for the first time since independence, but led to significant hostility from a 
segment of the political elite.319 The long-term impact of the Quinquenio is visible in figure 4. 
Colombian bonds continued rising until the late 1920s. Although the authoritarian regime was 
short-lived, its policies became the orthodox position in subsequent decades. The 
administration implemented a system of profit guarantees to encourage railway expansion. As 
a result interest on the CNRC’s third and fourth issuances of debentures were underwritten by 
the national government. By 1909, when the Quinquenio ended, the railway was completed. 
 

                                                 
317 Colin Lewis, British Railways in Argentina 1857-1914: A Case Study of Foreign Investment (London: 

Athlone, 1983), p. 16; Colin Lewis, Public Policy and Private Initiative Railway Building in Sao Paolo 
1860-1889 (London: Institute of Latin American Studies, 1991); Summerhill, Order against Progress 
Government, Foreign Investment, and Railroads in Brazil, 1854-1913 (Stanford: Stanford University Press, 
2003); Miller, Rory, “The Making of the Grace Contract: British Bondholders and the Peruvian 
Government, 1885–1890,” Journal of Latin American Studies, 8 (1976), 73–100; Rory Miller, Britain and 
Latin America in the Nineteenth and Twentieth Centuries (London: Longman, 1993). p. 133. 

318 Rui Esteves and JoãoTovar Jalles, ‘Like Father Like Sons? The Cost of Sovereign Defaults in Reduced Credit 
to the Private Sector’, Journal of Money, Credit and Banking, 48 (2016) 1515–1545. 

319 Significant hostility to the agreement was spearheaded by the publication of an exposé on the treaty in 1907 
by a vocal critic: Santiago Pérez Triana, Desde lejos, (London: Imprenta de Wertheimer, 1907). 
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Figure 4: Long term impact of the Quinquenio and Holguín-Avebury agreement on sovereign 
debt bonds, 1900-29 (% of par value) 

 
Source: Investor Monthly Manual, 1900-29. 

 

Figure 5 demonstrates the shareholding patterns of three British railways in Colombia. The 
BRC and DRC were dominated by a few large shareholders. These had been financed through 
the subvention system, which consisted of a cash payment per kilometre of track constructed. 
The British Foreign Office commented subventions were ‘most unfortunate … for the 
country’, attracting ‘an unsound class of speculators’ who hoped to complete the railway 
‘without any expenditure of capital on their part’.320 Once these railways were completed, 
their ownership was invariably dominated by the principal concession holder, and associates 
who provided working capital in return for share capital. Over time the concession holders 
sold shares in London, generally to a small group of British ‘gentlemanly capitalists’.321 
Figure 5 shows how the shareholder pattern stimulated by the profit guarantee system in the 
CNRC was decidedly different. Small and medium sized investors controlled more of the 
share capital than the ‘gentlemanly capitalists’. These small and medium sized investors often 
came from lower and upper middle-class professions.322 Whilst large shareholders held over 
91 per cent and 77 per cent stakes in the BRC and DRC, they controlled only 27 per cent of 
the CNRC, a stark contrast. 
 

                                                 
320 Welby to Larcom, 30 September 1903, TNA, FO55/415 f. 229 v. 
321 Cain, P. J., and A. G. Hopkins. “Gentlemanly Capitalism and British Expansion Overseas II: New 

Imperialism, 1850-1945.” The Economic History Review, 40, 1987, 1–26. 
322 TNA, BT31/16224/62637; Companies House, Company No. 26163 (Barranquilla Investments Ltd), 

Shareholder Registers 1913; Companies House, Company No. 84226, Ashtead Holdings Limited [Dorada 
Extension Railway Limited] Shareholder Reports for 1913. 

Start of Quinquenio 
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Figure 5: CNRC shareholder groups 1913 

 
Source: TNA, BT31/16224/62637; Companies House, Company No. 26163 (Barranquilla Investments Ltd), 
Shareholder Registers 1913; Companies House, Company No. 84226, Ashtead Holdings Limited [Dorada 
Extension Railway Limited] Shareholder Reports for 1913. Within the calculation shareholder groups are 
defined in the following terms: Small Shareholders £1-£200, Medium Shareholders £201-£2,000, Large 
Shareholders £2,000+. 
 

The Colombian civil war la Guerra de los mil dias determined the future viability of the 
CNRC. As a result of the civil war, railway construction was delayed for three years and 
seven months. During this time, £129,000 of interest was incurred on the £600,000 of 
debentures raised in 1899 to finance construction.323 Additional debentures were floated at a 
20 per cent discount in 1907. This resulted in £161,250 of additional debt. This led to 
£135,450 additional interest between 1907 and 1922 when the railway became financially 
self-sufficient. 

Table 1: Debt issued against the railway 

Item Type of Security Date Issued Value 
First Debentures Mortgage against railway 1899 £200,000 
Second Debentures Mortgage against railway 1899 £400,000 
Third Debentures Government guarantee 1907 £430,000 
Fourth Debentures Government guarantee 1908 £450,000 
Source: Guildhall Library, Stock Exchange Reports, Box 1469, ‘The Colombian National 
Railway Company, Limited. Balance sheet, 31st December, 1916’. 

 

Table 2: Financial Impact of the Civil War on CNRC 

Item Working Impact 
Interest incurred during civil war £600,000 at 6% for 3.583 years £129,000 
Interest incurred on new bonds  £161,250 at 6% for 14 years £135,450 
Total Increase in debt £161,250 raised at 80% to net £129,000 £161,250 
Total Debt of Company £200,000 + £400,000 + £430,000 

+£450,000 
£1,480,000 

Percentage increase in debt £161,250 / £1,480,000 12.2% 
Increase in annual interest £161,250 at 6% £9,675 

Source: ‘Republic of Colombia, Colombian National Railway (1908) Customs Guaranteed 6% Debentures’ The 
Times, 26 October 1908; ‘Claim of the Colombian National Railway Company, Limited’ TNA, FO55/415, f 
244. 

                                                 
323 ‘Claim of the Colombian National Railway Company, Limited’ TNA, FO55/415, f. 244. 
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Table 3 presents finances for twenty years following completion of the line. Operationally, the 
railway was profitable almost from the outset. However, high debt levels, and the 6 per cent 
interest, which with a 20 per cent discount on debentures represented an effective interest rate 
of 7.5 per cent, put a significant strain on the enterprise. The interest rate was influenced by 
Colombia’s sovereign debt performance. Interest incurred during the civil war increased the 
CNRC’s debt burden, as did construction delays which increased the time required for the 
railway to become financially self-sufficient. As table 3 demonstrates, the railway’s net 
receipts rose above debenture interest in FY 1922/23. Since railways in the country followed a 
predictable pattern of freight development, without the war, this would have happened 3.583 
years earlier, likely in FY 1918/19. This resulted in additional 3.583 years of debenture 
interest at £318,170. 
 

Table 3: The Colombian National Railway Company Accounts F/Y 1909/10-1929/30 

The Colombian National Railway Company 

F/Y 

Gross 
Receipts 

(£ - Pounds 
Sterling) 

Working 
Expenses 

(£ - Pounds 
Sterling) 

Net 
Receipts 

(£ - Pounds 
Sterling) 

Capitalization Capital Costs 

Rate of 
return on all 

invested 
capital 

1909/10 £24,963 £27,476 (£2,513) £2,380,000 £29,600 -0.11%
1910/11 £61,672 £61,355 £317 £2,380,000 £88,800 0.01%
1911/12 £76,435 £58,554 £17,881 £2,380,000 £88,800 0.75%
1912/13 £100,034 £50,286 £49,748 £2,380,000 £88,800 2.09%
1913/14 £127,595 £5,695 £70,645 £2,380,000 £88,800 2.97%
1914/15 £123,634 £78,625 £45,009 £2,380,000 £88,800 1.89%
1915/16 £128,358 £66,796 £61,562 £2,380,000 £88,800 2.59%
1916/17 £144,647 £85,361 £59,286 £2,380,000 £88,800 2.49%
1917/18 £143,904 £86,919 £56,985 £2,380,000 £88,800 2.39%
1918/19 £150,470 £87,097 £63,373 £2,380,000 £88,800 2.66%
1919/20 £182,707 £91,715 £90,992 £2,380,000 £88,800 3.82%
1920/21 £252,975 £118,628 £134,347 £2,380,000 £88,800 5.64%
1921/22 £233,591 £150,900 £82,691 £2,380,000 £88,800 3.47%
1922/23 £235,467 £131,988 £103,479 £2,380,000 £88,800 4.35%
1923/24 £261,372 £148,559 £112,813 £2,380,000 £88,800 4.74%
1924/25 £266,545 £119,052 £147,493 £2,380,000 £88,800 6.20%
1925/26 £330,688 £146,050 £184,638 £2,380,000 £88,800 7.76%
1926/27 £342,928 £159,679 £183,249 £2,380,000 £88,800 7.70%
1927/28 £454,949 £237,505 £217,445 £2,380,000 £88,800 9.14%
1928/29 £507,726 £295,629 £212,097 £2,380,000 £88,800 8.91%

Sources: F/Y 1909/10-1921/22: Guildhall Library, Stock Exchange Reports, Boxes 1115-6, 1167, 1217-8, 
1267, 1318-9, 1369-70, 1420-1, 1469, 1512, 1557, 1602, 1647, 1693. F/Y 1921/22-1928/29: Ferrocarril de 
Girardot: informe del gerente al Ministro de Obras Públicas correspondiente al año 1929 (Bogotá: Arboleba 
y Valencia, 1930). 
 

Figure 6 displays a counterfactual analysis of company finances, with and without the civil 
war. The analysis is conservative, only considering two variables. The first amendment 
deducts the total interest incurred during the war from total debt, meaning a deduction of 
£9,675 in annual interest. The second amendment moves the finances of the company back 
four years, meaning counterfactual figures for 1909 are replaced with the actuals for 1913. 
This change reflects the impact of the construction delays on the development of the 
company’s freight and revenues. The true impact of the war was likely much greater. The 
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physical damage to railway property has not been factored into the calculation. In addition, 
the war devastated the economy of Colombia, significantly impacting the amount of freight 
available to the railway. The model demonstrates clearly that the war was the difference 
between solvency and bankruptcy for the enterprise. In the counterfactual, the railway 
becomes self-sufficient by 1914, and cumulative deficits never go above £100,000. By 1919 
when the railway was finally in a position to pay interest on debentures from its own 
revenues, the railway company was already so indebted to the national government, that the 
railway was forced into bankruptcy proceedings, and resulting in nationalization. 
 

Figure 6: Counterfactual analysis of railway finances - Cumulative deficit/surplus over time 

 
Source: TNA, BT 31/16224/62637; ‘Republic of Colombia Colombian National Railway (1908) Customs 
Guaranteed 6% Debentures’ The Times, 26 October 1908; ‘Claim of the Colombian National Railway Company, 
Limited’ TNA, FO55/415, f 244. 
 

Conclusions 

This paper has demonstrated several important points. Firstly, the conduct of Colombia as a 
debtor severely prejudiced the investment of capital in the railway network. This in turn 
substantially raised the level of profitability necessary for a railway project to be successful. 
From an operational perspective, the CNRC was a profitable enterprise from the outset. 
However, it struggled to service the effective 7.5 per cent interest rate. With regards to the 
profit guarantee system, the case of the CNRC demonstrates that poor sovereign debt 
maintenance did not preclude investment if the right institutional adjustments were applied. 
The profit guarantee enabled a substantial amount of capital to be raised for the project. The 
paper has shown that in contrast to the manner it was viewed by contemporaries, the profit 
guarantee system created a less concentrated shareholding pattern than the alternative 
subvention system. In Colombia, this system of finance did not result in monopolization of 
infrastructure by a small group of investors from the upper echelons of the capitalist class. On 
the contrary, it encouraged investment from small and medium investors in the middle 
classes. 
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Underemployment and inter-regional labour frictions: 
The origin of mass unemployment in interwar Britain 

 

Ivan Luzardo, London School of Economics 
(I.Luzardo-Luna@lse.ac.uk) 

Supervisors: Professors Christopher Minns & Joan Roses 
 

The labour market in interwar Britain is puzzling. On the one hand, it showed a great degree 
of resilience during the Great Depression, as unemployment did not reach the huge level of 
other industrialized countries such as the United States or Germany. On the other hand, 
unemployment was persistently high throughout the whole period despite a significant 
expansion of real income, which means that there was significant structural unemployment. 
This dual scenario has led observers to put forward explanations such as labour frictions 
(Booth & Glynn 1975) (Benjamin & Kochin 1979) (Eichengreen 1988) (Hatton & Thomas 
2012), what are the transaction costs between the two sides of the labour market: unemployed 
and vacancies. However, the nature and magnitude of such frictions has not yet been 
quantified, nor the way they interacted among them. 

This paper uses a matching function framework to estimate the level of labour 
frictions in Britain for the period 1920-1934. The econometric results show a downward 
structural break in matching efficiency in the middle of the 1920s, which is related to a great 
industrial reshuffling that came about as a result of the decline of the export-oriented staple 
industries. Since these industries were mainly located in the North, Wales and Scotland, there 
was a major increase in the average distance between the unemployed and vacancies in the 
South, which triggered high structural unemployment in interwar Britain after 1925. 

This article also estimates the monthly matching functions for the North-eastern, and 
Midlands regions. The former was calculated for the period between August 1923 and 
November 1929, while the latter was estimated for the time between August 1923 and 
December 1928.  This is because the records for 1929 have not been located. The results show 
that the matching efficiencies followed different trends in these regions than what was 
observed at the national level.  Such results pointed out the relevance of inter-regional 
frictions as the main driver of interwar unemployment. 

To the best of my knowledge, this paper is the first that estimates matching functions 
in interwar Britain. 
 

I 

The matching function is a concept analogous to the production function. In this case, the 
unemployed and job vacancies are inputs to the number of matches (successful vacancies 
filled), which constitute the output. Matching efficiency is the capacity of the labour market to 
transform the unemployed and vacancies into labour matches. In other words, matching 
efficiency is a measure of the labour market frictions. 

The matching function could be represented by the equation 1: 
 

 [1] 
 

Where M is the number of matches, Ut is the number of unemployed, Vt the number 
of vacancies, Ω an efficiency factor and ξ is the elasticity of the unemployed over the number 
of matches. The equation 1 has a Cobb-Douglas structure, which implies that it has constant 
return of scales (Petrongolo & Pissarides 2001). 

The constants Ω and ξ are essential parts of the matching function. The former is the 
matching efficiency, which captures the degree of labour frictions or the number of matches 
that are not explained by unemployed and vacancies. This constant could be interpreted as the 
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technology at what unemployed and vacancies become new matches. On the other hand, ξ 
measures the sensitiveness of the number of matches to change in the number of unemployed. 

Equation 2 denotes the job-finding rate, which is the rate at unemployed are hired: 
 

 [2] 

Combining equation 1 and 2, we have 
 

Where  [3] 
 

Where , called the market tightness 
 

Taking log in 3 
 [4] 

 

The monthly matching efficiencies are calculated as the deviations from the average 
aggregate matching efficiency Ω. This is described by the equation 5: 
 

 [5] 
 

Where  is the expected value of , in which Ω is estimated in equation 5. 
Equation 4 was estimated using an Ordinary Least Square model. The data used in the 

estimation (unemployed, unemployed flows and vacancies) were taken from the Labour 
Gazette. These statistics came from the labour exchanges, which were government offices in 
charge to facilitate the matching between unemployed and firms for the population affiliated 
to Unemployed Insurance. The coverage of this scheme was around 66 per cent and remained 
stable for the whole interwar period. For this reason it is plausible to assume that it is a large 
enough sample to be representative of the labour force. 

Monthly was used data between January of 1920 and June of 1934. In this last month 
the Labour Gazette stopped providing information about unemployment flows, which is 
essential to the matching function estimation. The Labour Gazette does not show information 
about unemployment flows between May 1926 and May 1930, what this variable was 
estimated using the exponential smoothing technique of Holt-Winter. A model excluding 
these years yields similar results. 

Both series, the logarithm of the job finding rate and the logarithm of market tightness, 
were evaluated for stationarity using the Dicky-Fuller test. In both cases, the null hypothesis 
cannot be rejected, which is why they are stationary in grade zero. 

The monthly matching efficiency is presented in figure 1. It can be observed that the 
efficiency level increased during the first half of the 1920s, particularly after the 1921 crisis. 
As was expected, there was a substantial decline in matching efficiency after the Great 
Depression, as was observed after the Great Recession in 2009. 

Despite the sharp decline of matching efficiency after 1929, it recovered late in 1931. 
Nonetheless, matching efficiency started to descend again in late 1932 and continued in the 
same direction during 1933 and 1934, when the unemployment rate was already recovering. 
This additional decline is very likely associated with the rise of long-term unemployment, 
revealing the importance of the heterogeneity across workers factor, but it does not explain 
why late in 1931 matching efficiency moved to a level similar to that of the late 1920s. 
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Figure 1: Matching efficiency by month (February 1920 - June 1934) 

 
 

II 

To evaluate the existence of a structural break in the matching efficiency a set of tests were 
implemented, with the results shown in table 1. The first indicator is an unknown date 
structural break test, which estimates the month with the highest structural break value or 
when the Wald’s coefficient is maximum. The second indicator is a standard Chow test, 
which examines if there is a structural break test in April 1925 (the restoration of the gold 
standard). Finally, the third test examines the existence of a structural break test in the period 
between April 1925 and April 1929. 

The results show that there is a matching efficiency trend shift in the second half of 
the 1920s. According to the first test, the highest structural break occurred in April 1929, 
which means that the labour market was deteriorating before the Great Depression. On the 
other hand, the second and third tests confirm that the two halves of the 1920s were different; 
the second half had a lower degree of matching efficiency. This outcome is in line with the 
fact that in the second part of the 1920s there was a coexistence of a high unemployment rate 
in the Northern districts, Wales and Scotland and a low unemployment rate in London, the 
Southern districts and to a lesser extent in the Midlands. This difference in unemployment 
incidence was exacerbated following the Great Depression, but the results of matching 
efficiency and the structural break tests indicate that the level of labour frictions were not very 
different between the late 1920s and the early 1930s. 
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Table 1: Structural break tests 

Unknown break date (Wald) 

Test Statistic p-value 
swald 290.011 0.000 

      
Ho:  No structural break 
Number of obs: 172   
Full sample:  March 1920 -June 1924   
Trimmed sample: May 1922 -  May 1932   

Estimated break 
date: 1929m4   
      

Wald test for a structural break: Known break date 
chi2(2)      =  60.0583   
Prob > chi2  =   0.000   
      
Ho:  No structural break 
Sample:        March 1920 -  June 1934  
Break date:    April 1925   
Exogenous  
variables:            lnvu   

Coefficients  
included in test:  lnvu _cons   
      

Wald test for a structural break: Known break date 
chi2(4)      =  287.6686   
Prob > chi2  =    0.0000   
      
Ho:  No structural break 
Sample:        March 1920 -  June 1934 
Break date:   April 1925  April 1929 
Exogenous  
variables:            lnvu   

Coefficients  
included in test:  lnvu _cons   

 

III 

The results for matching efficiency and the structural break tests are useful for solving the 
puzzle of unemployment in interwar Britain. They indicate that there was a significant change 
in the second half of the 1920s which generated two different groups and which affected 
unemployment in opposite directions. The first was the workers with a high job finding rate, 
which to a great extent were located in the South. Within this group, there were many workers 
who successfully moved to industries such as retail, characterized by low entry barriers in 
terms of skills, in the first half of the 1920s. This is why the retail revolution was at the core 
of the British labour market resilience during the Great Depression. 

Between 1921 and 1925, a significant share of the unemployed came from industries 
with low geographical concentration. In July 1921, engineering, iron-founding and metal 
trades were the industries with the highest share in the insured unemployed pool (29.5 per 
cent). However, in July 1925 this share was only 16.9 per cent and continued to decline in the 
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second half of the decade to up to 13.3 per cent in July 1929. These industries reduced their 
number of insured workers by more than 450,000 between 1921 and 1925. Although many of 
them left the labour force, others probably migrated to industries with better prospects such as 
retail. In the same period, distributive trades increased their number of insured workers by 
more than 490,000 individuals. 

The second group was those workers with a low-job finding rate, many of them 
located in the North and working in the great staple industries. In the second half of the 
1920s, the unemployed came mainly from industries highly concentrated in depressed areas. 
Two industries, mining and textiles, accounted for around one-third of the unemployed 
between July 1925 and July 1929. However, it was the former which contributed more to the 
structural break in matching efficiency. In the first half of the decade, the unemployment rate 
in this industry was below the national average. However, in 1925 problems in this industry 
began, leading to the general strike in May 1926 and the coal stoppage in most of 1926. In 
July 1927 and 1928, the unemployment rate in coal mining was 19.9 per cent and 26.8 per 
cent, respectively, while the national rates were 9.1 per cent and 11.6 per cent. In those two 
years, almost one in four unemployed came from coal mining, many of these were temporary 
stopped which after 1929 became wholly unemployed, planting the seed of a bifurcated labour 
market. These workers were not able to move to more resilient industries in the 1920s, which 
left them in a fragile position for the strong shock of the Great Depression. 
 

IV 

The significant decline of the matching efficiency in the second half of the 1920s could also 
be explained by intra-regional frictions. This means that the unemployed faced transaction 
costs to move from depressed toward prosperous industries within the same region. 

Figure 2 shows the monthly matching efficiency for the Northeast and Midlands 
regions for the periods August 1923 and December 1928 and August 1923 and November 
1929, respectively. As in the case of the national matching function, data from labour 
exchanges were used as the source of information. Both series followed a very similar trend, 
but they are significantly different than what was observed at a national level. Such results 
pointed that inter-regional labour frictions were the main driver of interwar unemployment. In 
that case, geographical mismatch had a significantly higher impact on unemployment than 
industrial or skill mismatch. 

Intra-regional labour frictions appear as a marginal factor for interwar unemployment. 
Beside major shocks as the return to the gold standard in April 1925 or the general strike in 
May 1926, the matching efficiencies were near to its long-term trend in those two regions. 
This indicates that the unemployed were able to migrate from depressed industries to those 
with job opportunities, and high unemployment in the Northeast, and, to a lesser extent, in the 
Midlands, which mostly can be explained by fluctuations in the business cycle rather than 
labour frictions. 
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Figure 2: Matching efficiency by Month (August 1923 - November 1929) 

 
 

V 

The analysis of the labour frictions through the matching function offers a plausible 
explanation for both the structural unemployment in interwar Britain and the labour market 
resilience throughout the Great Depression. 

The industrial reshuffling in the 1920s led to a significant change in the distribution of 
the labour force between British industries. This process increased the distance and mobility 
costs between unemployed and vacancies in terms of geography. These inter-regional 
frictions appear as the structural determinant of the worsening of matching efficiency after 
1925, and ultimately the reason behind the high structural unemployment in interwar Britain. 
The unemployed in the first half of the 1920s had a different profile than those in the second 
half. Throughout the whole decade, the unemployed came from mid-skill groups, but after 
1925 they started to a large extent to emanate from specific regions in the Northern districts, 
Scotland and Wales. 

Considering the cases of the North-eastern and Midlands regions, intra-regional labour 
frictions had a minor role in interwar unemployment, leading to the conclusion that industrial 
and skill mismatch between unemployed and vacancies were not significant sources of labour 
friction. The high incidence of unemployment in the North was largely influenced by the 
problems in coal mining and the textile industry, but its persistence is probably explained by 
unemployed who preferred to remain in their own regions, and essentially, the low migration 
flows to the South. 
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Shadow of a taxman: 
How, and by whom, was the Republican government 
financed in the Irish War of Independence? (1919-21) 

 

Robin Adams, St Peter’s College, University of Oxford 
(robin.adams@spc.ox.ac.uk) 

Supervisors: Professors Kevin H. O’Rourke & Senia Pašeta 
 

Introduction 

Seán O’Casey’s play Shadow of a Gunman was the first major work of fiction based on the 
events of the Irish War of Independence (1919-21). Much like the realm of fiction, the 
historiography of the Irish War of Independence has tended to focus on the romantic armed 
struggle personified and satirised in O’Casey’s eponymous gunman. As a result of this 
limelight, a shadow has fallen over the financial side of the war, leaving it neglected by 
historians and largely unknown to the wider world.324 The revolution had to be funded 
however, and the way in which it was funded is the focus of this paper. The paper first sets 
out the circumstances in which the funds were raised, and then investigates the identities of 
the donors, yielding fresh insights into the nature of popular support for Irish independence on 
the eve of its realization. 
 

I. Background 

The 1918 U.K. general election resulted in a landslide victory in Ireland for the separatist Sinn 
Féin party, gaining 73 of the 105 Irish seats in Westminster. With a manifesto of abstention, 
the Sinn Féin representatives boycotted the Westminster parliament and formed their own 
assembly, Dáil Éireann, in Dublin. They also set up a parallel judicial system and consular 
service, supported by an underground government with a skeleton staff. At the same time, the 
paramilitary Irish Volunteers, renamed as the IRA and reconstituted as the army of the Dáil, 
pursued a guerrilla war against the forces of British government in Ireland, principally the 
Royal Irish Constabulary (RIC). As a result of these actions, Sinn Féin, the IRA, and Dáil 
Éireann had all been declared illegal by the British government by September 1919. 

Eager to project itself as a sovereign state, the underground Irish republican 
government decided to seek funding via the issue of war bonds. Known as the National Loan 
and sold in denominations of £1, £5, £10, £20, £50 and £100, this bond promised a return to 
investors only when the British forces had left Ireland and an independent Irish Republic was 
internationally recognized.325 The bonds could be purchased in instalments, and syndicates 
were formed enabling more cash-strapped supporters to subscribe.326 As with other war bonds, 
the aim was to raise funds from as many people as possible, in order to galvanize public 
opinion in support of independence.327 
 

II. The collection of subscriptions 

The National Loan campaign ran from August 1919 to July 1920, a period that began 
relatively peacefully but escalated in violence, with IRA attacks on RIC barracks and post 
offices, and ambushes of RIC patrols increasing in frequency. In March 1920, the mass 

                                                 
324 The one exception is Carroll, Money for Ireland, but it was limited by a lack of available source material at 

the time of writing and concentrated mainly on litigation that followed independence. 
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statement of J.V. Lawless, p.284. 
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burning of around 300 RIC barracks, as well as courthouses and tax offices, left swathes of 
the country un-policed.328 It was in this context that the National Loan was raised.  

Each locality followed a similar strategy. First, the most likely subscribers, who were 
loyal to the cause, relatively wealthy and carried local influence, were invited by their local 
Dáil representative to attend a meeting at which the loan was promoted.329 The smaller 
subscribers were approached later via a door-to-door canvas by local members of Sinn Féin 
and the IRA.330  

Promoting the loan to a wider audience was a challenge, as the avenue of press 
advertisement was largely closed to the National Loan. Initial attempts to advertise in the 
press led to the suppression of 22 newspapers by the British government, leaving the 
remaining newspapers reluctant to publish.331 As a result, the loan relied on more direct forms 
of marketing. Some 400,000 copies of the National Loan prospectus were sent out from head 
office to the local organizing committees, as well as three million leaflets.332 For maximum 
impact, posters were put up before dawn on Sunday mornings, ready to be seen by local 
people on their way to church.333 Of course there was a risk attached to open canvassing for 
the National Loan and capture was an occupational hazard for the loan organizers. However, 
the capture, trial, sentencing and release of National Loan collectors, recorded in the local and 
national press, garnered free publicity that the loan’s organizers were keen to exploit. 
Analysis of the Dáil’s propaganda organ, the Irish Bulletin, reveals a concerted effort to 
publicize these arrests.334 

This dangerous, anti-establishment image was tempered by endorsement from senior 
members of the Roman Catholic clergy, something actively sought by the National Loan’s 
organizers.335 One of the loan’s three trustees was a bishop, and two archbishops spoke 
publicly in favour of it.336 At local level, most of the treasurers were parish priests and curates, 
lending further respectability to the venture.337 

Nevertheless, there was a dark side to the National Loan’s collection. The door-to-
door canvassing often took place after dark and, using parliamentary registers as a guide, the 
canvassers kept records of those who refused as well as those who subscribed.338 Against the 
background of a guerrilla war and in the context of a tightly knit rural community, it is easy to 
see how this could be viewed as an intimidating situation. Police intelligence reports 
described coercion in four counties in the south and west and, in the privacy of his diary, even 
a Sinn Féin activist complained of colleagues ‘threatening people to subscribe’.339 It is 
impossible to quantify the extent of intimidation in the selling of National Loan bonds; the 
lack of specifics in most reports leaves this as an unanswered question. However, to omit it 
from any account of the National Loan would be to gloss over an important part of the story. 
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III. The subscribers 

A number of attempts have been made to investigate the identities of IRA members in the 
Irish War of Independence, including Fitzpatrick, Hart, Coleman, and Augusteijn.340 
However, as noted by Augusteijn, the IRA members were a tiny minority of those in 
sympathy of Irish independence and were, in their willingness to take up arms, atypical from 
the general population.341 In a similar vein, Fitzpatrick has conceptualized a spectrum of 
nationalist activity, ranging from casting a vote, to organizational membership, to political 
violence, each with a higher degree of commitment than the last.342 Referring to a previous 
Irish republican fundraising campaign, NicDháibhéid has suggested making a financial 
contribution is another median point, requiring a higher threshold of commitment than simply 
casting a vote but lower than organizational membership or taking part in violence.343 As the 
only nationwide fundraising campaign carried out by the Dáil during the War of 
Independence, the National Loan provides the perfect opportunity for putting this 
conceptualization into use. 

The National Loan closed on 17 July 1920, having raised £371,849 from c.140,000 
subscribers.344 Based on a thorough audit of the archives, it is reasonable to conclude that the 
national register compiled for repayment of the National Loan has since been destroyed. 
However, three local registers have been found in the course of this research, one in an 
archive and another two in the hands of a private collector, listing the names, addresses and 
subscriptions of subscribers in South Monaghan (1,605), Longford (2,927) and East Tipperary 
(1,210) (figure 1).345 

Initial observations are telling: The median subscription in both Longford and South 
Monaghan was £1, while East Tipperary’s median subscription was £2, suggesting the goal of 
raising large funds with small donations was accomplished. Indeed, 89 per cent of subscribers 
in both South Monaghan and East Tipperary subscribed to bonds of £5 or less, and this figure 
was as high as 95 per cent in Longford.346 The subscriber lists are dominated by men, 
however, with only 12 per cent of subscriptions made by women. 

Going deeper, it was possible to identify 49 per cent of the subscribers in the 1911 
Census of Ireland, unlocking information on their age, literacy, religion, and occupation. 
Further details were gleaned by cross-referencing with police intelligence reports, newspaper 
reports, previous fundraising lists, published and unpublished memoirs, and the testimonies of 
IRA veterans in their witness statements and pension applications.347 The picture that emerges 
is a nuanced representation of public opinion at the time, confirming some elements of the 
historiography while challenging others. 

The first surprise comes in the ages of subscribers. Based on the 899 subscribers in 
South Monaghan for whom age could be determined, 48 years was the median. Analysis of 
the Longford register tells the same story, with a median age of 48 based on 1,429 
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subscribers.348 Similarly, in East Tipperary the 459 identified subscribers reveal a median of 
45 years old.349 This is at odds with the historiography that claims the shift of support from 
moderate nationalism to Sinn Féin was a generational one.350 
 

Figure 1: Locations of South Monaghan, Longford and East Tipperary, 1918 constituencies 

 
Drilling down further into the detail, a number of subscribers can be found that complicate the 
narrative of the Irish War of Independence. One subscriber in Longford, for example, had a 
son who died in the Great War, serving the British army.351 Two subscribers in South 
Monaghan had daughters who married British soldiers stationed there during the War of 
Independence.352 Perhaps most surprising is the presence of RIC pensioners and their families 
among the National Loan subscribers. The RIC was the principal target for IRA attacks at this 
time and the Dáil publicly advocated an official policy of ostracizing policemen and their 
families.353 Death threats from the IRA to policemen and their associates were a common 
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occurrence in all three constituencies.354 Five RIC pensioners could be identified among the 
subscribers and a total of 14 had personal or familial relationships with the RIC. Most 
startlingly, the Longford register contains the wife of an RIC constable who was serving at the 
time of the National Loan.355 Whether these people subscribed out of genuine support for the 
movement or as a result of pressure is impossible to say.  

The role of sectarian division in the Irish War of Independence has been well 
documented, with the minority Protestant population less likely to support independence than 
their Catholic neighbours.356 The data from the National Loan registers support this 
assumption. South Monaghan had a large Protestant community, comprising 17 per cent of 
the total, but only three Protestants could be identified in the constituency’s National Loan 
register, just 0.44 per cent of subscribers. The smaller Protestant minority of Longford had 
greater representation in the Nation Loan register, but as 10 per cent of the population, they 
only made up 2.2 per cent of subscribers. Meanwhile, Protestants were entirely absent from 
the National Loan register for East Tipperary. The scarcity of Protestants is not surprising. 
Given the risks associated with soliciting for the National Loan, it is unlikely the loan 
collectors would waste their time approaching those deemed unlikely to subscribe. The larger 
representation from the smaller, more vulnerable, Protestant minority of Longford could be 
interpreted as an indication of coercion, but in the absence of explicit evidence this is mere 
speculation.  

Finally, using the census returns of the general population in these constituencies 
(35,796; 43,875; and 46,647 respectively) as a control group, it is possible to investigate what 
might have determined a person’s likelihood of subscribing to the National Loan. Controlling 
for religion and gender, preliminary results reveal publicans and shopkeepers to be likely 
subscribers in each constituency, and also likely to subscribe in large amounts. Farmers and 
graziers were also likely to subscribe, but agricultural labourers were not. This turns on its 
head historiography that claims the wealthier farmers held aloof from the movement, although 
the fact that the National Loan was a financial contribution must be borne in mind.357 
Geographically, urban dwellers were less likely to subscribe, confirming accounts that the 
‘country was always ahead of the towns’ when it came to republican activity.358 Turning to 
political ideology, preliminary results for South Monaghan (an English-speaking 
constituency) suggest a strong association between filling out one’s census return in the Irish 
language in 1911 and subscribing to the loan in 1919-20, confirming a link between cultural 
and political nationalism.359 Contributing to a fund to resist conscription in 1918 appears to be 
another strong predictor of subscribing to the National Loan, reinforcing historiography 
linking the threat of conscription in Ireland with radicalization of public opinion.360 
 

Conclusion 

The limited space available prohibits detailed analysis of the National Loan registers, but their 
value to the historiography is clear. By revealing the identities of the Dáil’s financial backers, 
analysis of the National Loan adds a civilian element to a historiography that too often 
focuses on combatants. The findings of this paper have reinforced a number of arguments in 
the historiography while challenging others, and have provided a nuanced picture of public 
opinion in Ireland at this pivotal point in the country’s history. 
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The First World War was won by the side most able to marshal resources of men, armaments 
and equipment and hold on to these the longest.361 Indeed, the Central Powers did achieve a 
victory on their eastern front in February 1918, but fought to a stalemate in the west as food 
and supplies collapsed at home and in the trenches. It was Britain’s ability to raise the capital 
that armed and fed its forces and civilians that enabled the Allies to win.  

This research is based on data from ledgers held by the Bank of England and is part of 
a project into the investors who supplied that capital. Overall, they paint a picture of an 
investing public that may have been motivated by patriotism, but was equally likely to have 
sought the highest risk-adjusted returns possible. The ledgers allow investigation of whether 
the professions, industries and geographic locations likely to have received the greatest 
benefits from the wartime economy were among the most significant investors. 

The literature suggests that almost from the outbreak of war, the capital markets – 
domestic and international – became a ‘war front’ in the way that civilian populations formed 
a ‘home front’, while trenches marked the military front. Domestic capital was not negligible; 
of the £7,280 million postwar debt, over four-fifths was raised in Britain. It came from 
financial institutions, companies, trusts and individuals.362 The war altered the way Britons 
held wealth, too. War debt grew so rapidly that it rose from one-fortieth of the value of all 
private property in Britain before 1914 to a quarter by the end of 1918.363  The war also 
changed how investors stored wealth; by the end of the war, the value of quoted, tradeable 
government-issued securities rose to 32 per cent by 1920, up from 9 per cent prewar.364 

Britain signalled almost immediately that its capital markets formed part of its war 
effort by banning enemy aliens from raising capital by selling sterling-denominated securities. 
Later, it banned capital raising in London – the centre of the global capital market – by nearly 
all international and domestic entities without approval of Treasury.365 These restrictions 
escalated as war dragged on, ultimately forcing British private investors in certain foreign 
securities to surrender these to Treasury in exchange for sterling.366 As a result, investors 
habituated to purchases of tradeable securities found themselves with spare sterling securities 
or cash. These could be re-invested in tax-advantaged War Loans. 

This research concentrates on one aspect of that ‘war front’; that is, the battle to 
persuade British citizens to save rather than consume, using all unconsumed capital for the 
war effort. For the first time, ledgers have become available which detail the identities of 
investors buying successive issues of War Loan between 1914 and 1918, and in the crucial 
period thereafter until a restructuring of debt by Britain in 1932. The ledgers cover both 
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primary and secondary market transactions. For this purpose, three samples of investors were 
taken from ledgers of the first borrowing, the 3½% War Loan of 1925/28, from the mammoth 
5% War Loan of 1929/1947, and from the ledgers of secondary trading of that War Loan 
during the years 1920-32.367 

Each entry contains the name, address, date and amount of first and successive 
purchases and how the purchase was financed. It also records disposals. For men, the 
investor’s occupation is included while entries for women show marital status (Married, 
Widow, Spinster). These details allow us to draw some conclusions about where and from 
whom investor capital came from (table 1). Broadly, the analysis suggests that while investors 
in the first War Loan (the 3½% of 1925/28) was a very narrow group consisting of wealthy 
individuals and financial institutions, that pool broadened out to include a wider group of 
professional occupations and eventually skilled workers. These findings are intended also to 
address three other questions that bitterly divided political opinion during and after the war; 
first, to what extent were investors in war loan wealthy rentiers who lived off their investment 
returns and did not work for a living? That they were, formed the basis for repeated demands 
for a wealth levy, echoed not only by the newly-emergent Labour Party, but also by eminent 
economists such as J. M. Keynes and George Paish.368 The second question it helps us to 
address is that of profiteering: were those made wealthy by war then recycling those proceeds 
into tax-advantaged war loan? A further question I address is: were the working classes really 
made wealthy by sharp rises in wages during the war, allowing them to join the ranks of the 
investing class?  
 

Table 1: Investors and investment characteristics of three samples of War Loan 

3½% War 
1925/28

5% War 
1929/47

Converted to 
3½% War 

    

Total Investors in sample (n) 2165 1938 1357
Total Capital Raised in Sample £2,224,957 £2,216,901 £1,747,792
Mean Investment £1,028 £1,401 £1,287
Median Investment £200 £300 £400
Standard Deviation 7,990 6,801 4,246
    

Male Investors (n) 1260 1125 650
Men as % of All Investors 58% 58% 48%
% Capital from Male Investors 46% 77% 62%
Mean Male Investment £820 £1,401 £1,664
Median Male Investment £212 £300 £500
    

Female Investors (n) 859 794 680
Females as % of All Investors 40% 41% 50%
% Capital from Female Investors 13% 20% 30%
Mean Female Investment £335 £569 £772
Median Female Investment £200 £211 £315
    

Institutions as Investors (n) 46 19 19
Institutions as % of All Investors 2% 1% 1%
% Capital from Institutions 41% 1% 8%
Mean Institutional Investment £19,637 £1,328 £7,095
Median Institutional Investment £2,400 £421 £2,668
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The sampling exercise showed that Britain remained dependent for capital through the 
war years and after on a small number of large investors. The analysis of investors in the very 
first War Loan (the 3½% of 1925/28) underscores the narrow pool of potential investors. The 
£91 million of securities sold to the public fell far short of the £350 million that Treasury 
hoped to raise, and the fact of that failure was kept from the public for decades.369 Nearly 41 
per cent of the total capital raised came from just 2.1 per cent of investors sampled in the 
ledgers, and over half of these were companies and stockbrokers, In addition, the combined 
investor group hints at some of the rapid profits that some were able to accrue as the result of 
significant price increases from war-related demand, and in particular, within two industries 
that were among the most reviled as profiteers by the public: shipping and flour milling.370 
The ledgers show Clyde Shipping Co Ltd of Glasgow and Ireland-based Cork Steamship Co 
as investors of £100,000 and £25,000 respectively in the 3½% War Loan while a hand-written 
list of large investors at the Bank of England records two separate large purchases by Parsons 
Marine Steam Co and C A Parsons respectively.371 Also within the sample is a more modest 
purchase of £4,500 by three self-described ‘Gentlemen’ in Cardiff, all of whom listed their 
home address as ‘Spillers & Bakers, Cardiff; naming one of the most notorious producers to 
have seen magnificent profit increases. Indeed, the outcry over this company’s soaring profits 
was among the instigators for what became the Excess Profit Duty aimed at stomping out war 
profiteering.372 Historians of the war period note that although government demand for 
shipping services may have led to large profits for that industry, most of the rising profits 
accrued to businesses not directly producing for war.373 For example, 18 of 1,125 male 
investors in the 5% War Loan 1929/47 called themselves ‘Manufacturer’ of goods ranging 
from glass, to joinery equipment to boots. The median investment in War Loan by this group 
is £402, slightly above the average for all men. Another investor group which stands out is 
that of the legal profession; it accounted for just under 4.0 per cent of male investors by 
number and by capital contributed for the 3½% War Loan 1925/28. Sampling of ledgers 
covering the 5% War Loan show the legal profession accounted for 4.7 per cent of male 
investors by number but nearly treble that – 13.6 per cent – of all capital invested by men. It 
may be significant that Excess Profit Duty was levied on businesses, not individuals, and that 
a solicitor charging higher fees would not have these clawed back by the state. Between 
1911–13 and 1922–23, median earnings of solicitors roughly doubled.374 

Farmers, too, were a growing presence in the ledgers. This occupation was among the 
biggest beneficiaries of rising food prices and generous tax treatment.375 Farmers only account 
for 1.7 per cent of male investors in the first War Loan and provided only 1.2 per cent of the 
capital. But by the time of the 5% War Loan 1929/47, these accounted for 4.7 per cent of male 
investors and nearly 2.0 per cent of capital. 

One complication is the number of men citing their occupation as ‘Gentleman’, or 
‘Esquire’, titles assigned to those living on investment income. The Census for England and 
Wales 1921 notes that anyone describing their occupation using that term is not considered 
‘gainfully employed’.376 These ‘Gents’ and ‘Esquires’ account for the largest share of male 
occupations in the 3½% War Loan 1925/28, representing 54.5 per cent of male investors by 
number and 58.7 per cent of all capital provided by men. By the time of the 5% War Loan 
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1929/47, that percentage by number had fallen to just under half of all men, but the 
percentage share of the total capital invested by all men was even higher at 60 per cent. In the 
after-war years, the percentage of male investors describing themselves as ‘Gents’ fell to 36.5 
per cent of the total, but these still supplied just under half – 47.5 per cent – of the capital 
provided by men. However, when these men can be matched with the 1911 Census, a 
different picture emerges. Harold Frederick Anderson, identified as a London-based 
‘Gentleman’ in ledgers as investing a total of £1,400 in the 5% War Loan 1925, making his 
first purchase in March 1917. But the 1911 Census, shows he was a 25-year old law student 
living with his parents and two live-in servants. His father’s occupation is ‘ship broker, agent 
and owner, suggesting that Mr Anderson has had a privileged upbringing and is likely to be 
receiving some investment income.  

In determining the source of capital, the role of ‘Gents’ and ‘Esquires’ becomes even 
more significant because they are disproportionately among those making the largest 
investments of £1,000 or more. For example, while Gentlemen are just under half of all male 
investors in the 5% War Loan, they are over half of all large investors. William Rogers Coe, 
Gentleman of Swaffham, Norfolk – with a £1,142 holding, – is revealed to be a corn, seed and 
wool merchant and likely beneficiary of high war time commodities prices.  

One source of political tension in the aftermath of war was that between the middle- 
and working-classes, with rising taxes on the former deeply resented, especially since workers 
were beneficiaries of growing political power and wages.377 The ledgers certainly suggest that 
a broadening pool of largely skilled workers indeed become investors in the War Loan, rising 
to 8 per cent of male investors by the decade before 1932. Given the attractions of a low-risk 
5 per cent investment return at a time of falling prices – and with no income tax deducted at 
the time dividends were received – skilled workers might well have been attracted to the War 
Loan. Yet by that decade, skilled workers accounted for 3.5 per cent of the capital raised and 
had median average investments of £250 each. That sum is lower than the median for any 
other male profession and indeed, lower than average median investment for women. 
 

Table 2: Regional distribution of capital 

Region 3½% War 1925/28 5% War 1929/47 Converted to 3½% 
 £ capital % capital £ capital % capital £ capital % capital 
East 58,364 2.6% 91,306 4.1% 35,932 2.1%
East Midlands 43,473 2.0% 99,562 4.5% 70,391 4.1%
Ireland 64,441 2.9% 25,118 1.1% 32,877 1.9%
London 1,121,467 50.4% 961,672 43.4% 162,445 9.5%
North East 136,571 6.1% 113,306 5.1% 308,360 18.0%
North West 223,193 10.0% 234,443 10.6% 244,871 14.3%
Scotland 166,306 7.5% 83,963 3.8% 446,022 26.1%
South East 150,311 6.8% 316,942 14.3% 101,485 5.9%
South West 64,018 2.9% 116,245 5.2% 58,261 3.4%
Wales 34,858 1.6% 38,101 1.7% 92,381 5.4%
West Midlands 167,740 7.5% 126,246 5.7% 149,934 8.8%
Non-U.K. 1,824 0.1% 11,487 0.5% 8,649 0.5%
Full Sample 2,224,597 100.0% 2,218,319 100.0% 1,711,608 100.0%

 

The samples show significant geographic shifts in the sources of capital consistent 
with the expansion of industries that benefited from war-related economic spill overs (table 
2). They also reveal a broadening of the occupations of War Loan investors. The geographic 
shift is in line with significant changes in the way ownership of government securities were 
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recorded that cut transaction costs for those living far from London and the South East.378 
Indeed, research on investment patterns in the late nineteenth century suggests government 
securities formed a negligible percentage of wealth at death for investors in the North, 
Yorkshire, North East of England the entirety of Wales.379 But by the third sample, roughly a 
quarter of all War Loan holdings by value was held by investors in Scotland, home to 
shipbuilding, extractive and engineering industries that would have been boosted by war. The 
broad outlines of the research suggest that increasingly generous investment terms, previously 
unthinkable tax privileges, and restrictions on alternative investments, induced a large group 
to invest in securities they once shunned. After Armistice, wealthy investors bought these 
securities even when alternatives became available. Moreover, the changing nature of both the 
geographic distribution of ownership and the widening range of occupations to whom these 
appealed allow us to form a picture of how war changed not only Britain’s economy but its 
social structure as well. 
 

This research is supported by an AHRC Collaborative Doctoral Award, AH/M006891/. 
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Dining with the state: Wartime state intervention in food 
consumption, and popular responses in Colonial India 

during the Second World War 
 

Abhijit Sarkar, University of Oxford 
(myabhijit@gmail.com) 

Supervisor: Professor Rosalind O’Hanlon 
 

Using primarily the files of the Food Department and War Department of the British colonial 
government in India during the Second World War, and some private papers, this paper 
explores how various state agencies shaped popular food consumption in wartime India. It 
demonstrates that intervention in quotidian food-affairs allowed the colonial state to go 
beyond the conventional public sites, and penetrate into more intimate sites of collective 
existence, namely, the household. This happened mainly through two phases. In the first 
phase, from the start of the war until roughly 1942, the colonial central government feared 
that intervention in indigenous food cultures would stir up popular hostilities during the years 
of Britain’s greatest weakness in the Indian colony. As long as the war efforts could be 
continued without intervening in civil food consumption, the colonial state’s engagement with 
food was limited to efforts at manipulating the already existing local cultural and religious 
customs vis-a-vis food to have an opposition-free provisioning arrangement for the army. 
Therefore, though the colonial state’s engagement with the connection between food on the 
one hand, and religion and caste on the other, increased considerably, yet, it did not disturb 
the connection or try to change it. In this phase, there was an official acknowledgement that 
feeding of the poor, and feeding of relatives, neighbours, and friends on the occasions of 
marriages and deaths were necessary religious obligation amongst the Indian communities. 

This official acceptance of the relation between religious practices on the one hand 
and food consumption on the other widened the space for religion to have an influence on 
government food policies.  However, as the war progressed, the rapidly worsening civil food 
situation forced the state to re-think its theoretical position vis-à-vis food. Now curtailing civil 
food wastage, and ensuring somewhat equitable distribution of available supplies became a 
precondition for securing enough for the army. Also, prevention of popular outrage around the 
issue of hunger was a wartime compulsion. These calculations forced the colonial state to 
enter a second phase, roughly in 1943-44. In this phase, the colonial government entered the 
arena of civil food with the whip of stringent food laws and various ‘austerity measures’ 
designed to reduce excessive feeding extravagance during social and religious occasions in 
order to stop wastage of food. These laws resulted in a drastic and sudden increase in state-
control over everyday life, they brought the state directly into the kitchens (domestic as well 
as commercial) of the colonial subjects. This paper therefore explores how the quest to 
regulate food sale and consumption resulted in the colonial state’s penetration of Indian 
households, small commercial food outlets, and religious kitchens. It further explores the 
economic, political, and socio-religious repercussions of state-imposed austerity measures in 
food and popular resistances to them, for instance, how Indian households defied the austerity 
laws and how some religious communities branded state restrictions on food distribution by 
religious organizations as interference in indigenous religious matters. 
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Liquidating Bankers’ Acceptances: International crisis, 
personal conflict and American exceptionalism in the 

Federal Reserve, 1914 – 32 
 

Marc Adam, Freie Universität Berlin 
(marc.adam@fu-berlin.de)  

Supervisor: Professor Irwin Collier 
 

Days before 1931 had ended, Max M. Warburg, director of M.M. Warburg in Hamburg, 
Germany, asked his nephew James P. Warburg, president of the International Acceptance 
Bank in New York, if he would extend a new line of acceptance credits between the two 
banks. James Warburg’s answer leaves no doubt about his feelings about granting new credits 
to the German arm of the family business: ‘I absolutely disagree about new business even if it 
is, as you say, absolutely first class and self liquidating’.380 

This rejection represents a breach in the Warburg family’s business history of banking, 
which spans generations and oceans, with deep roots in the city of Hamburg. It also resembles 
an attitude of a wider American public, which was increasingly frustrated with a Germany 
located at the centre of a ‘Dark Continent’. Caught between revolution and counter-
revolution, Europe, after World War I, seemed dominated by violence, class struggle and 
racialized and anti-Semitic discourses. This development was carried to the extreme in 
Germany in the 1930s, leading to the horrors of the 1940s. For these horrors the old world had 
no one to blame but itself. This is the ‘Dark Continent hypothesis’.381 

In light of the Dark Continent hypothesis it is clear why the concept of American 
exceptionalism spread soon after World War II. Compared with Europe, the United States 
seemed extremely resilient to the economic crises of the interwar period. Indeed, the term 
originated in the late 1920s when Jay Lovestone, leader of the Communist Party in the U.S., 
explained to Joseph Stalin that because of her economic strength, a Soviet style communist 
revolution would not be feasible in America. Stalin accused the Lovestoneite faction of a 
heretical deviation from orthodox Marxist theory, coining the term ‘the heresy of American 
exceptionalism’.382 

On the opposite site of the spectrum of explanations stands the hegemonic instability 
hypothesis, most famously advanced by Charles P. Kindleberger (1986). This line of 
interpretation argues that the system needs a hegemon to ensure stability. The crisis of 
interwar democracy can then be interpreted as a failure of U.S. leadership. 

Adam Tooze (2014) provides a synthesis of the two explanations that treats the period 
as a trans-continental development. While he stresses American responsibility for not 
assuming leadership, he also highlights the radical new modernity after World War I, which 
required leadership beyond the old framework of imperialism. Because in such a transatlantic 
context, choices made by one country condition those available to others, the violent class 
struggles on the Dark Continent only reinforced the ideology of American exceptionalism, 
which was progressive but inherently national. 

This paper concurs with Tooze’s narrative, but focuses on Federal Reserve 
interventions in the market for bankers acceptances’, so called “real bills”, from 1914 to 1932. 
I show that labelling large part of Fed officials, academics and politicians as ‘adherents of the 
real bills doctrine’, as in Meltzer (2003), misses insights about important political decisions 
on monetary issues. A better doctrinal concept to explain Fed behaviour in the early 1930s is 
American exceptionalism. 

                                                 
380 See James P. Warburg Papers (December, 30, 1931). 
381 See Tooze (2014) and Mazower (2009). 
382 See Pease (2009). 



New Researchers – Session II / F 
 

 188 

1. Origins of the Fed and the market for bankers’ acceptances 

American banks started to provide trade financing only after the passage of the Federal 
Reserve Act of 1913, when regulations on branching abroad were relaxed, the dealing in 
acceptances was permitted and the newly created reserve banks were given the power to 
purchase bankers’ acceptances. 

It was the goal of the founders of the Fed to create a deep and liquid market for dollar 
acceptances, which would provide the United States with an ‘elastic currency’. Paul M. 
Warburg deserves major credit for this development of the Fed’s early monetary policy 
framework. 

Another reason for the passage of the Reserve Act was the popular success of the “real 
bills doctrine”, which had been worked into the bill by H. Parker Willis. The doctrine asserts 
that there should be unrestricted discounting of ‘real bills’, backed by real goods, and 
dismisses monetary policy that relies on ‘speculative’ credit such as government bonds. 

Because acceptances arising out of commercial transactions were considered real bills, 
the doctrine resembles the economic thinking of Paul Warburg. Yet, monetary historians 
diverge on how far people in the Fed were guided by this doctrine. While Meltzer (2003) 
accuses Paul Warburg, Carter Glass and Benjamin Strong of having followed the real bills 
doctrine, other authors have classified them differently.383 I extend the analysis of doctrinal 
influences within the Fed and focus on a clash between the Warburg doctrine and the Glass-
Willis doctrine. The aim is to carve out divisions among actors about the course the Fed 
should take in the early 1930s that go beyond adherence to the real bills doctrine.  
 

Figure 1: Dollar acceptances outstanding (Mio USD) 

Sources: American Acceptance Council (1919-1935); Statistisches Reichsamt (1936) 
 

Figure 1 shows total dollar acceptances outstanding, dollar acceptances based on goods 
shipped between and stored within foreign countries and German Warenvorschüsse 
(acceptance credits granted to German firms by foreigners). Other scholars usually attribute 
the explosion in the volume of dollar acceptances between 1927 and 1930 to increased 
competitiveness of American trade finance products (Ferderer 2003). Instead, I argue in the 
longer version of this paper that this development results from the increased demand for 
short-term dollar funding to recycle the war debt reparations cycle, after long-term credits to 
Germany dried up. This development was supported by regulatory changes that relaxed 
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eligibility requirements on “foreign” dollar acceptances (based on trade between foreign 
countries).384 

At the height of the German financial crisis in July 1931, acceptance credits extended 
to Germany by U.S. banks were 396 million USD, roughly a quarter of all dollar acceptances 
outstanding. Consequently, the financial crisis and the capital controls put in place in central 
Europe delivered a blow to the American acceptance market. Other causes of the decline in 
acceptances include the price decline in agricultural commodities, the decline in international 
trade and the withdrawal of the Fed as a dealer of last resort. 

Ferderer (2003) and Eichengreen & Flandreau (2012) show that active purchases by 
the Fed contributed to the growth of the acceptance market between 1914 and 1931. 
Deregulation and an active monetary policy of favouring acceptances in order to promote 
New York as the centre of international finance is at the core of the Warburg doctrine. 

The decline of the acceptance market is therefore also the result of the Fed 
withdrawing its support from the market after 1931. In other words, it is a result of the death 
of the Warburg doctrine. The reason for the success of the Glass-Willis over the Warburg 
doctrine is the subject of the next chapter. 
 

2. Liquidating the acceptance market 

Archival material suggests that the Federal Reserve withdrew its support in response to 
criticisms by Glass and Willis. When the Fed bought sterling acceptances between October 
1930 and January 1931, this caused suspicion among politicians and led a senate 
subcommittee to study the operations of the Fed. Chairman Glass and technical advisor Willis 
took interest in the acceptance market and were highly concerned about acceptances being 
rolled over, thereby losing liquidity and substituting for the decline in long-term German 
lending.385 

This criticism escalated in the summer of 1931 when the Fed started to buy bills 
payable in foreign currency to support the central banks of Austria, Hungary, Germany and 
England. For Glass it was ‘utter nonsense for anybody to contend that Congress had any such 
purpose ( … ) to buy foreign finance bills ( … ) for the purpose of aiding dangerously 
extended foreign banks. This sort of thing had its origin in the assumption of New York 
Federal Reserve Bank officials that their institution is “the central bank of America”‘.386 

Although Glass’s emphasis on finance bills confirms his adherence to the real bills 
doctrine, this is overshadowed by the deeper ideologies inherent in the zeitgeist of people like 
Carter Glass, Parker Willis, Andrew Mellon, Governor A.C. Miller or Governor Hamlin. 
What mattered more was that speculative excess extended from New York banks to the 
European continent. The United States was succumbing to the model of the Dark Continent 
by means of the New York Fed trying to evolve into the central bank of America. 

What was needed was to curb this speculative excess by liquidating existing lines of 
credit and not to support foreign central banks through purchases of foreign bills. The doctrine 
that led to the fall of the acceptance market comprised the liquidationist view and the 
exceptionalist view that the Federal Reserve is not a central bank. This is the essence of the 
Glass-Willis doctrine.387 

A more forceful foreign exchange intervention by the NY Fed in the summer of 1931 
was impeded by the Glass-Willis doctrine, which conceived it as a bailout of German banks 
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and their U.S. counterparts, in particular the International Acceptance Bank of the Warburg 
family. 

Whereas in that sense public institutions were constrained from granting new credits 
to stabilize the German financial system, private sector was not. 

In August 1931 James Warburg, son of Paul Warburg, embarked on a rescue mission 
to Germany and set up a scheme to save the Danat bank. Having convinced renowned 
American firms to participate in the rescue plan, he presented it to the German chancellor. 
Brüning declined the offer, in order to avoid the disclosure of a financial scandal involving 
the Danat bank and President Hindeburg’s son, Oskar. This experience of ‘German 
cowardice’ and ‘Teutonic thick-headedness’ made James Warburg turn away from engaging 
in new business in Germany. ‘It was now more than ever clear [to him] that Hitler’s accession 
to power was only a matter of time’.388 

Whereas in July 1931 the failure of U.S. leadership can be blamed for the financial 
collapse, by late August the Dark Continent ruined what hopes remained to stabilize the 
German banking system. After the Standstill Agreement was enacted, American banks wanted 
‘a gradual liquidation ( … ) along commercial lines’. But Reichsbank President Luther 
insisted that ‘treatment of reparations must precede [liquidation]’. Harrison’s indignant replies 
to Luther show the increasing frustration even among NY Fed officials with the Dark 
Continent tendency to entangle commercial and political debts.389 

There was thus a common denominator between Washington (Glass-Willis doctrine) 
and New York (Warburg doctrine): The Federal Reserve was not a European style central 
bank. But Washington and New York emphasized different features that distinguished the Fed 
from other central banks. 
 

3. What Central Bank? Whose Central Bank? 

The statement that ‘the Federal Reserve is not a Central Bank’ represented a cornerstone in 
the Fed’s founding process and this statement was constantly reaffirmed throughout the 
interwar period.390 The hollowness of this consensus can be grasped by considering how 
Washington and New York interpreted it. 

Glass and Willis in the tradition of Jacksonian democracy were concerned with 
concentrated financial power of Wall Street in New York and insisted on a federal structure. 
Paul Warburg, on the other hand, had wanted a more centralized system from the very 
beginning. For New York, the danger of a Central Bank came in the form of a government 
bank. 

Disruption of this consensus started when Benjamin Strong endeavoured to stabilize 
pound sterling between 1925 and 1927. This attracted criticism by Glass, Willis and Miller 
who accused Strong for acting as the head of a central bank instead of being one member of a 
system.391 

While Strong and Warburg were internationalizing the dollar, Glass was first to 
publish his memoirs on the founding of the Fed.392 In the book Glass claims major credit for 
founding the Fed, which led Paul Warburg to write his own extensive two-volume book on 
the origins of the Federal Reserve.393 

A personal conflict between Glass and Warburg started to develop over who deserves 
credit for founding the Fed. In order to preserve a visible legacy, how the institutional 
structure of the Fed would evolve was crucial. When Warburg was briefly considered for the 
board of governors in 1930, this met heavy resistance from the Glass faction. Glass, Willis 
                                                 
388 See James P. Warburg papers, James Warburg (1964) and Chernow (2012). 
389 See McGarrah papers (Harrison to Luther, November 17, 1931) . 
390 See Meltzer (2003, p.470). 
391 See the discussion on the Chicago rate controversy in Meltzer (2003, p. 223). 
392 See Glass (1927). 
393 See Warburg (1930). 
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and Hamlin deemed it unacceptable that Warburg became a member of the board again. 
Despite ‘being of practical banking experience’, he was ‘a German imperialist’ and ‘the 
central figure’ in the advocacy for a central bank.394 

This personal conflict coincides with Glass’s and Willis’s suspicion towards the 
acceptance market. By 1930 dollar acceptances were rivalling the mighty sterling bill and this 
put New York in a position with responsibilities for the global financial system. Those who 
feared that the New York Fed would evolve into the central bank of America eyed this 
development with suspicion. 
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Dirty float or clean intervention? The Bank of England on 
the foreign exchange market, 1952-72 

 

Alain Naef, University of Cambridge 
(an445@cam.ac.uk) 

Supervisor: Dr David Chambers 
 

Understanding central bank foreign exchange intervention is essential today when over 80 per 
cent of countries are in a fixed exchange rate system (Taylor 2010, p.370). Intervention in this 
context is defined as monetary authorities buying or selling foreign currencies in order to 
influence the exchange rate. Many of the countries in fixed exchange rate systems intervene to 
defend their currency. Yet, our understanding of central bank intervention is limited by the 
unavailability of data as central banks keep their intervention records secret. This paper 
unveils intervention data on over 6,000 trading days to better understand central bank foreign 
exchange market intervention.  

This paper is the first to register daily Bank of England intervention episodes from 
1952 to 1972 to understand how the Bank managed sterling. I argue that, while the Bank of 
England managed to keep the exchange rate within the Bretton Woods bands, foreign 
exchange market intervention cannot be described as successful. Before 1958, offshore and 
forward foreign exchange data show that the official exchange rate was not credible as 
investors feared a devaluation. After the introduction of convertibility in 1958, sterling 
entered a period of crisis forcing the Bank of England to progressively manipulate its official 
reserve data. 

Economic literature has long been sceptical of the effect of sterilized intervention 
(Dominguez & Frankel 1993).395 Yet, central banks around the world have constantly been 
intervening on the foreign exchange. And new research by Fratzscher et al. (2017) suggests 
that intervention might be more effective than previously established. Most of these study 
samples rely on recent episodes; however, few studies have presented large historical samples 
such as the one presented in this paper. 

This paper is also relevant for understanding the functioning of the Bretton Woods 
system. Despite being only a secondary reserve currency, sterling played a major role as the 
first line of defence for the dollar during that time, as argued in recent literature (Bordo, 
Monnet & Naef 2017). Sterling was a major American preoccupation (Coombs 1976) and the 
U.K. used American concerns to negotiate substantial swaps and loans with the U.S. (Schenk 
2010). Understanding how sterling was managed is central to understanding the functioning 
of the Bretton Woods system. 

The approach in this paper is novel because it uses a synthetic offshore exchange rate 
to understand the credibility of sterling during the Bretton Woods period. Additionally, it is 
the first paper to reveal in detail, by using secret ledgers, how the Bank of England used 
window dressing to deceive market participants by publishing misleading reserve data. 
Finally, this paper provides over 40,000 new daily data observations from archives from the 
Bank of England, the Federal Reserve Bank in New York, the Swiss National Bank and the 
Financial Times. 
 

Why did the Bank of England intervene? 

When looking at the daily reports the Bank of England currency dealers wrote, it seems clear 
that the Bank’s dealers intervened to avoid sterling depreciation against the dollar. The 
dealers monitored both the official exchange rate in London but also transferrable sterling in 

                                                 
395 Intervention is considered to be sterilized when the monetary authorities simultaneously engage in 

government bonds sales and purchases to avoid affecting the amount of currency in circulation. 



  New Researchers - Session II / F 
 

 193 

New York and Zurich. To understand which exchange rate fluctuations prompted intervention 
by the Bank, a reaction function is estimated.396 

The reaction function relates several exchange rates to Bank of England intervention. 
To reduce issues associated with multicollinearity, the explanatory variables which relate to 
exchange rates are differences from the lower band instead. By taking the difference from the 
lower band (which was 2.78 until 1967 and then 2.38 after the devaluation), the right-hand 
side variables are no longer correlated with each other. The explanatory variables used are 
different types of exchange rates. Below is the reaction function, which is similar to other 
reaction functions in the literature: 
 

+ɛ	
 

where It is intervention in dollars taking a positive value for purchase of dollars and a 
negative value for sales of dollars, is lagged intervention to allow for autocorrelation, 

is the difference between the exchange rate at day t-2 and t-1 which is used in most 
reaction functions. The remaining four terms are the difference between the Bretton Woods 
lower band (2.78/2.38) and the four exchange rates considered: London spot rate, transferable 
sterling, Swiss banknote cross rate and 3-months London forward rate. Transferable sterling 
was a specific type of sterling which, because of capital controls, could only be used in non-
dollar countries. 

Unit root tests suggest the variables are stationary. Three regressions are run, one for 
the full sample, one before and one after the introduction of current account convertibility in 
December 1958. 
 

Table 1 

Dependent variable: Bank of England intervention 
 (1) 

Pre-convertibility 
including transferable 

sterling 
(1953-58) 

(2) 
Post convertibility to 

devaluation 
(1959-67) 

(3) 
Whole sample 
(1952-1972) 

Intercept -3.35 (0.63)*** -9.81 (1.97)*** -2.89 (1.36)** 

Exchange rate (spot in London) 171.01 (33.97)*** 326.08 (97.23)*** 171.62 (82.98)** 

Transferable sterling rate 28.31 (9.75)***   

3-month forward rate 0.95 (25.67) 217.37 (85.90)** 47.49 (57.51) 

Swiss offshore banknote rate 3.98 (3.33)  5.30 (3.22)* 

Lagged intervention 0.35 (0.07)*** 0.38 (0.03)*** 0.35 (0.03)*** 

Previous day difference 513.10 (162.90)*** -260.70 (55.85)*** -283.39 (70.97)*** 

Adjusted R2 0.321 0.258 0.194 

Observations 1000 2249 4966 
Standard errors are reported in parenthesis and they are robust to heteroscedasticity and autocorrelation using a 
heteroscedasticity and autocorrelation-consistent (HAC) estimators, using a Newey-West correction. *** 
signifies statistically significant at the 1% level of significance; ** at the 5% level of significance; * at the 10% 
level of significance. 
 

Results in table 1 show that the Bank of England mainly intervened following the 
depreciation of the spot and transferrable sterling exchange rate. Both offshore and 3-month 
forward rates seemed to not prompt intervention by the Bank. The Bank was reacting to an 
increase in the spot exchange rate by buying dollars and to a decrease by selling dollars. A 
                                                 
396 This function is mainly inspired by Ito and Yabu (2007). 



New Researchers – Session II / F 
 

 194 

decrease in spot rate by 0.01$ per sterling (for example $2.80 to $2.79 per sterling) would 
have led to the bank spending $1.71 million on any given day, all else remaining constant. 
Post-convertibility, the Bank would spend $3.26 million for a similar decrease in the spot rate. 
The direction of this relation was expected and is found to be the case in all three regressions. 

The monetary authorities also reacted to transferable sterling before the instauration of 
convertibility. This is consistent with findings by Klug & Smith (1999) during the Suez crisis, 
even if they find transferrable sterling to have a bigger impact. For the pre-convertibility 
sample, the coefficient for the transferable sterling exchange rate is significant but 6 times 
smaller than the one for official London sterling rate. This is consistent with narrative 
evidence from daily phone conversations between the Fed and the Bank of England. In these 
conversations, the Bank explained mainly focusing on the London spot market.397 

Changes in forward rates triggered no reaction before convertibility, as the coefficient 
is not significant (row 1). Post-convertibility, forward rates seem to play a role but the 
coefficient is barely significant (row 2). This highlights the intervention strategy of the Bank 
of England, shying away from any forward market intervention (and this makes it a good 
proxy for market sentiment as used in the next section). This legacy from the reign of 
Governor Montagu Norman who saw the forward market as a ‘dominated by speculators’.398 
The policy of the Fed at the time was dramatically different as it intervened almost 
exclusively on the forward market (Bordo, Humpage & Schwartz 2015). 

Finally, a more surprising result is that the offshore banknote cross rate in Switzerland 
does not seem to be a factor influencing monetary authorities’ decision making. This could be 
due to the fact that this is a constructed cross rate and not a rate that was quoted on a market. 
 

Was the pound credible? 

During the Bretton Woods period, the Bank managed to keep the pound in check as the spot 
rate stayed within the Bretton Woods bands. That is the official spot exchange rate in London 
was always between a lower ($2.78 per £) upper band ($2.82 per £). This was achieved thanks 
to dollar sales by the Bank of England, spending $21.88 billion cumulatively between 1959 
and 1972 ($185 billion in today’s money). The Bank engaged a great deal of resources to 
defend the currency, but was the Bank credible by intervening? 

To determine the credibility of a currency within exchange rate bands, economists and 
economic historians have used forward exchange rates.399 The novelty of this paper is that on 
top of using forward rates as done in previous literature, I compute an offshore rate. This rate 
is obtained by dividing the price of sterling banknotes against Swiss Francs by the price of 
dollar banknotes against Swiss Francs. This creates a synthetic offshore rate which is a good 
proxy for the pressure on the currency. The offshore rate is better than the forward rate as it 
was mostly outside the influence of the Bank of England. In Zurich, the Bank only intervened 
on 172 occasions during the period or less than 3 per cent of the working days. And the Bank 
never intervened with Banknotes. Therefore, Switzerland was the biggest market and mainly 
free from intervention; it offers a good proxy for pressure on sterling. The figure below plots 
the forward exchange rate against the Bretton Woods official exchange rate bands. Every time 
the forward rate drops below $2.78, it means that the policies by the Bank of England were 
not credible as it shows the market expecting future depreciation of the currency. 

                                                 
397 Archive of the Federal Reserve New York, phone conversations between Bridge and Sanford, boxes 617015 

and 617031. 
398 Quotations are from Sayers (1976, 420). 
399 For example, Svensson (1993) and Bordo, MacDonald & Oliver (2009). 
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Figure 1: Financial Times spot and forward exchange rate data 

 
The forward rate shows the lack of credibility of the currency around key events such as the 
November 1957 Suez crisis or the October 1964 sterling crisis in the context of the election of 
Labour. From 1949 to 1958, the 3-months forward rates were below the band 28 per cent of 
the trading days, a way for the market to express that sterling was overvalued. This is further 
supported by the fact that the Bank mainly refused to intervene on the forward market. 

After current account convertibility was introduced in 1958 until the 1967 devaluation, 
the forward rate breached the official bands 16 per cent of the trading days, showing the 
British currency performing slightly better. However, after the devaluation this percentage 
moved to 41.3 per cent of the trading days, showing that sterling was not credible. The 
offshore rates offer even more staggering figures. From 1949 to 1958, the offshore sterling-
dollar rate was below the official parity for 91.1 per cent of the trading days. The Bank 
reacted to this by manipulating published accounts. 
 

If nothing else works, there is always cheating 

How did the Bank deal with the decline of the pound, once even intervention was insufficient 
to reassure the markets? The chart on the next page compares private data from the Exchange 
Equalisation Account (EEA) ledger with public data from the Bank’s Quarterly Bulletins. 
Until 1968, public and private figures seem to be matching relatively closely, exposing only 
minor differences probably due to reporting errors. After 1968, however, the actual reserves 
of the EEA ledger drop far below the published reserves. This was done through short-term 
swaps and loans and only made possible by publishing only the asset side of the EEA’s 
balance sheet in the Quarterly Bulletins, not the liabilities. 
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Figure 2: Official reserve publication from the Quarterly Bulletins compared with actual 
reserves from the EEA ledgers (Bank of England reference 2A141/1-17) 

 
How did window dressing work in practice? The Bank would borrow dollars shortly before 
the actual reporting day by drawing on swap lines. Swap drawings could be as short as 
overnight. Table 2 illustrates how window dressing worked using numbers from the EEA 
ledgers. On Friday 31 May 1968, the Bank borrowed over £450 million. This represented an 
increase of reserves by 171 per cent. The swap operation was then reversed the next working 
day, and on Tuesday the reserves level was back to what they were before reporting. 
 

Table 2: Daily entry in the EEA ledger showing how window dressing worked (Bank of 
England reference 2A141/1-17) 

Date 
Reserves on the 
EEA account (£)  

Change in 
reserves  

Tuesday, 28 May 1968 28,679,676  
Wednesday, 29 May 1968 31,362,587  
Thursday, 30 May 1968 31,426,358  

Friday, 31 May 1968 499,552,966  
Reserve 

publication day 
+468,126,608  

Monday, 3 June 1968 499,552,966  
Tuesday, 4 June 1968 25,928,909  -473,624,057  
Wednesday, 5 June 1968 20,733,531  

 

The details of these operations have not been analysed before, and this is a key contribution of 
this paper. But more broadly, this paper also illustrates the cooperation with the Federal 
Reserve. The Fed was aware of window dressing and proactively helped the Bank, not only 
by providing funds through swaps but also with help covering the Bank’s tracks. Before 
publishing the minutes of the FOMC, the Fed sent the excerpts of the minutes to the Bank of 
England so they could edit out anything mentioning window dressing. Charles Coombs from 
the Fed wrote: 
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‘we invited you to look over selected excerpts from the 1966 FOMC minutes 
involving certain delicate points that we thought you might wish to have deleted 
from the published version. We have subsequently deleted all of the passages 
which you found troublesome. Recently, we have made a final review of the 
minutes and have turned up one other passage that I am not certain you had an 
opportunity to go over. I am enclosing a copy of the excerpt, with possible 
deletions bracketed in red ink.’400 

 

Coombs suggested deleting passages of the minutes where some FOMC members criticized 
window dressing; Mr Mitchell from the FOMC suggested that the Bank of England would get 
better results ‘if they reported their reserve position accurately than if they attempted to 
conceal their true reserve position’.401 
 

Conclusion 

Using archives form the New York Federal Reserve Bank, Swiss National Bank and Bank of 
England and more than 40,000 data observations, I show how the Bank of England intervened 
heavily on the foreign exchange market. Despite intervention, forward and offshore exchange 
rates indicate that the official exchange rates lacked credibility in the eyes of market 
participants. The Bank ended window dressing or manipulating official accounts in a 
desperate effort to support the pound, in inexorable decline. 
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Manipulation of long-term interest rates from 1961-64: 
How Britain discarded ‘Operation Twist’ 
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Supervisors: Professor Richard Roberts & Dr Michael Kandiah 
 

This paper explores how, from 1961 to 1964, the U.K. came to pursue a watered down 
manipulation of long-term interest rates in the context of historical institutional factors and the 
development of ideas in politics. 

The outflux of gold from the U.S. in the late 1950s led to the development of 
countermeasures in order to avert the dissolution of the international monetary system, 
anchored by the U.S. dollar. Under President Kennedy’s administration, one of the monetary 
countermeasures, known as ‘Operation Twist’ (OT), aimed to encourage business investment 
through reduction in long-term interest rates and to attract short-term funds from overseas 
with an increase in short-term interest rates. The U.S. intended to break its economic aporia – 
expansion of the domestic economy and defence of the dollar – through the development of 
an eclectic scheme without slowing down its economy. 

The U.K. grappled with a similar dilemma: to enhance sterling and encourage exports. 
The Prime Minister, Harold Macmillan, and his government also considered lowering long-
term interest rates. However, while the U.S. was able to introduce OT, in the U.K., 
governmental intervention in the management of long-term interest rates was eviscerated.402  
 

I 

Under OT in the U.S., the yield curves of governmental bonds flattened (figure 1). However, 
incredulous eyes were cast on OT regarding its effect. Tobin argued that Regulation Q, which 
capped various interest rates on deposits at commercial banks, significantly affected the 
interest rates structure.403 Moreover, the rates of U.S. long-term governmental bonds were 
regulated with a cap of 4.25 per cent.404 Therefore, the decrease in long-term interest rates of 
governmental bonds can be assessed as a means of financing the government by containing 
interest rates of bonds below this ceiling.405 Meanwhile, the U.K. focused on the Bank Rate in 
order to control short-term capital outflow and did not embark on manipulation of long-term 
interest rates. The spread between the rates of short and long-term gilt-edged securities 
fluctuated irregularly from 1961 to 1963 (figure 2). 
 

                                                 
402 For the discussion within the BOE over long-term interest rates, see Capie, F., The Bank of England: 1950s to 

1979 (Cambridge, 2010), pp. 282-90. 
403 Tobin, J., Essays in Economics Volume 1: Macroeconomics (Oxford, 1971), p. 343. 
404 Second Liberty Bond Act section 1 regulated interest rates on U.S. government bonds, the maturities of 

which were longer than 5 years, up to 4.25%. This regulation did not cover discount government bonds but 
coupon rates on the bond.  

405 For the congressional discussion over Second Liberty Bond Act section 1, see United States Congress, Joint 
Committee on the Economic Report, Recent Federal Reserve Action and Economic Policy Coordination 
(Washington, 1966), p. 124. 
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Source: Board of Governors of the Federal Reserve, Selected Interest Rates. 
 

 
Source: T326/371, Debt Management. 
 

II 

Before the U.K. government considered manipulation of long-term interest rates, in 1961, 
Macmillan was ‘most anxious’ to seek means to encourage export through change in the 
structure of market interest rates.406 The proposed scheme was called finance for exports. 
However, the interim report by the Treasury expressed a dim view of the possibility of 
persuading banks to offer medium-term fixed interest rates credit or concessionary rates for a 
specific area of exporters.407 Conversely, the interim report considered a ‘special cheap rate of 
                                                 
406 BT213/145, Prime Minister’s Personal Telegram to the Chancellor of the Exchequer, 24 October 1961. 
407 T312/260, Cost of Export Finance, from Sir William Armstrong to Leslie O’Brien, 17 August 1961. 
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interest’ which was considered since 0.5 per cent below Bank Rate ‘would have to be made 
good’ by the government. 

On 6 October 1961, the Working Group on the Cost of Export Finance investigated 
possible methods to encourage export. These consisted of concessional rates provided by 
banks, export finance from public funds and a subsidy from the Treasury to commercial 
banks.408 Regarding establishment of public funds to subsidize, the working group was 
concerned that this would entail the necessity to create legislation and permanent institutions. 
In addition, the group was concerned that governmental subsidies would amount to possible 
breach of international rules.409 While the U.K. considered accession to the EEC and played a 
leading role to eliminate trade barriers, subsidies were not considered the course to be 
pursued. Export finance was on course to be managed not by a governmental institutional 
scheme but rather conducted in the market as lending.410 

On 13 January 1962, after the Bank of England (BOE) faced significant pressure from 
Macmillan, who was keen to establish a preferential interest rates scheme, it reached an 
agreement with the London Clearing Banks, Scottish Banks, and with insurance companies 
over preferential interest rates. The banks agreed to provide credits for exporters at a fixed 
rate of 5.5 per cent for between three and five years. Insurance companies also agreed to 
provide credits at 6.5 per cent up to £100 million for longer than five years.411 

In April, the Treasury discussed whether the U.K. government should decrease long-
term interest rates to support business investment.412 It was noted that the succeeding 4-5 
years of government expenditure was ‘built in’ so it became necessary to consider means of 
funding government debt. On the other hand, it was stated that relatively high long-term 
interest rates would be beneficial for ‘attracting increased investment and in discouraging 
borrowing by overseas countries’. Consequently, this discussion concluded that ‘somewhat’ 
of a fall in long-term interest rates in the circumstances ‘may be appropriate’. It is clear from 
the minutes of this meeting that discussion over long-term interest rates was embedded in the 
trichotomy composed of funding the government, encouragement of export and managing the 
balance of payments deficit. 

The BOE then provided a new perspective on local government funding.413 Cromer, 
Governor of the BOE, pointed out that high interest rates for local governments suppressed 
the funding condition of local authorities. Conversely, it attracted ‘possibly £100 million of 
foreign money’. This meeting weighed arguments over the reduction in long-term interest 
rates, however, it was agreed that further issue of long-term government bonds would be 
necessary to enable the BOE to control the end market in the long-term and continue funding 
policy. William Armstrong, Permanent Secretary to the Treasury, argued that an attempt to 
pull down long-term interest rates to between 5 per cent and 5.5 per cent in two years would 
be ‘a mistake’ and that its rates should be let be in the market force.414 However, Macmillan 
stressed the ‘political importance of trying to get down mortgage rates on houses’.415 Building 
societies competed with local authorities over funding, and their borrowing rates were linked 
to gilt-edged rates, thus the argument over long-term interest rates also related to the 
arrangement of interest among building societies and local authorities. Macmillan asserted to 

                                                 
408 T312/261, Working Group on the Cost of Export Finance: Report to Ministers, 6 October 1961. 
409 EFTA prohibited grants from the government and its agencies of export credits. Governments were 

prohibited from bearing costs incurred by exports. GATT prohibited export subsidies for manufacturers. 
410 BT213/145, Differential Interest Rates for Export Credits, from the Chancellor to the Prime Minister, 31 

October 1961. 
411 T312/261, The Cost of Export Finance, from Sir Frank Lee to Hubback, 15 January 1962. Statement by the 

Chancellor of the Exchequer, 23 January 1962. 
412 T326/39, The Long Term Interest Rates from Sir Frank Lee to Hubback on 19 April 1962.  
413 PREM11/3760, Note of a Meeting, 25 April 1962. 
414 T326/39, From Willam Armstrong to Hubback, 3 May 1962. 
415 T326/39, Letter from Sir Frank Lee to William Armstrong, 25 May 1962. 
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Selwyn Lloyd, Chancellor of the Exchequer, ‘You know how keen I have been to try to get 
the long term interest rate down. This has been largely for social and political reasons. I was 
thinking of mortgage etc.’, and urged Lloyd to ‘seriously consider the necessary technical 
steps to achieve a lower long term interest rate, even if it is not possible yet to make any 
further reduction in the bank rate’. 416 Macmillan detailed that lowering long-term interest 
rates would bolster the economy through reduction in the cost of industries and reduce the 
cost borne by local authorities in a critical market condition to raise funds in a period of high 
long-term interest rates. 

In June of 1962, the draft report of the BOE and Treasury on Macmillan’s proposed 
scheme argued that building societies determined borrowing rates according to their chief 
competitors: local authorities. Conversely, local authority rates offered to investors were 
influenced by gilt-edged rates. It asserted that even if the lowering of long-term interest rates 
was accomplished, the rate offered by building societies would decrease along its trend so that 
the effect of lowering long-term interest rates would be limited. Moreover, it was stated that 
the lowering of interest rates by building societies would lead to reduction of income tax relief 
on its interest for borrowers, which would not benefit borrowers. The report cast a sceptical 
view on the effect of lowering long-term interest rates due to these potential paradoxical 
results. It assessed that low long-term interest rates would be compatible with international 
cooperation over foreign exchange, and would be beneficial if the U.K. joined the EEC. 417 
However, Lloyd considered that this would make the City markedly less attractive for foreign 
investors.418 If interest rates were to swiftly take the opposite turn, it would ‘destroy’ the 
appeal of gilt-edged securities and make management of monetary policy ‘needlessly more 
difficult’. The Chancellor concluded that the best course was ‘to continue to allow the 
increasing demand for gilt-edged to be reflected primarily in rising prices rather than in sales 
by ourselves’ and ‘to maintain firmly our anti-inflationary policies’. 
 

III 

Over the course of 1962, in the aftermath of the ‘Flash Crash’ and with the U.S. economy 
slowing, U.K. gilt-edged securities attracted funds and its prices continued to rise (table 1). 
Strong demand on gilt-edged securities surpassed supply. Leslie O’Brien of the BOE 
informed the Treasury that the BOE lost stock of long tap, decreasing from £260 million to 
£120 million in just two weeks from September to October.419 The BOE then considered new 
issue of long-term bonds. Consequently, Alan Whittome, Chief Cashier of the BOE, 
explained the strategy that the bank would, if necessary, purchase short-term against sales of 
long-term gilt within a range of 5 per cent to 5.5 per cent in order to maintain the yield 
curve.420 
 

Table 1: Interest rates of gilt-edged securities in 1962 

 
Source: T326/40, From Slater to Burdett, 15 October 1962. 
 

                                                 
416 PREM11/3760, Prime Minister’s Personal Minute to the Chancellor of the Exchequer, 14 June 1962. 
417 T326/39, Letter from Sir William Armstrong to Sir Thomas Padmore, 3 July 1962. 
418 PREM11/3760, From the Chancellor to the Prime Minister, Long-Term Interest Rates, 11 July 1962. 
419 T326/40, From Goldman to Padmore, 15 October 1962. 
420 C40/1160, From Whittome to Cromer and O’Brien, 16 October 1962, and T326/40, From Whittome to 

Radice, 17 October 1962. 
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Cromer proposed his own schemes: the ‘Governor’s Technical Device’ and forward market 
operation.421 This proposed that the BOE would lend to the discount market at 0.5 per cent 
above the Bank Rate in the circumstances that the Bank Rate reduced. Cromer asserted that 
this would keep the cost of the discount market high and increase the Treasury Bill (TB) rate. 
Influence would be placed upon short-dated gilt-edged and local authority borrowing, which 
were linked to the movements of the TB rate, therefore, the drain on foreign funds would be 
abated. Cromer explained that the bank advance was strongly connected to the Bank Rate 
rather than the discount rate, so this scheme would not hamper credit provision of banks. 
Furthermore, the BOE considered sale of dollars in the forward market to reduce the cost of 
risk hedging without provocation of a backlash from the U.S., which had sought to maintain 
the value of dollars. Therefore, the BOE attempted to increase short-term interest rates to 
bolster foreign reserve without pulling down credit provision and harming the relationship 
with the U.S. Thus, the initiative on manipulation of interest rates was taken by the BOE. 

In January 1963, when the Bank Rate reduced from 4.5 per cent to 4 per cent, which 
was predicted to provide further damping of long-term interest rates, the BOE sought to apply 
the brakes. O’Brien analysed that this lowering in long-term interest rates would create capital 
gains, favourable in the eyes of the public.422 In March, the Treasury and BOE agreed to pull 
the long-term interest rates back to 5.5 per cent. However, the BOE accepted neither the firm 
target rates nor further commitment required by the Treasury. Rather, the BOE took the role 
of applying brakes in the low interest rates period. 423 

Early 1964 saw the control of interest rates enter a new phase, which required 
negotiation with the U.S. Prime Minister; Alec Douglas-Home informed Reginald Maudling, 
Chancellor of the Exchequer, that Lyndon Johnson, the U.S. President, expressed his concern 
over the possible increase in the Bank Rate.424 The President urged Douglas-Home to refrain 
from increasing the Bank Rate by 1 per cent to mitigate speculative pressure surrounding the 
dollar. In order to avoid this ‘unpalatable choice’ of either defending the dollar or expanding 
the domestic economy, the President put direct pressure on the U.K. government. Maudling 
responded that he advocated the 1 per cent increase, which would create ‘elbow room’ in the 
Budget. Despite these discussions, Douglas-Home increased the Bank Rate from 4 per cent to 
5 per cent in February 1964. 
 

IV 

Through direct manipulation in the lowering of long-term interest rates, Macmillan sought to 
stimulate business investment, easily finance local authorities and spur building societies to 
lower mortgage rates. This move can be argued as one endeavour to conquer the ‘stop-go’ 
stalemate and can be considered the U.K.’s attempt at a version of OT. While the U.K., 
supported by the BOE, succeeded in setting concessionary interest rates to exporters rendered 
from the clearing banks and insurance companies, other aspects of OT, such as debt 
management policies were discarded. 

Macmillan’s attempt to develop a structure of interest rates to replenish exports and 
business investment without the drain of foreign reserve was fettered by the Treasury and 
BOE. These institutions perceived potential disarray of the gilt-edged market, recurring 
inflation, the outflux of foreign reserve caused by the artificially established structure of 
interest rates, and above all there existed a recusant attitude of the BOE toward direct market 

                                                 
421 T326/405, Letter from the Governor of the BOE to Sir William Armstrong, 18 October 1962, and Differential 

Interest Rates, 18 October 1962. 
422 C42/7 and T326/111, From O’Brien to Sir Denis Rickett, 27 February 1963. 
423 T326/111, From Goldman to Rickett, Talk With Governor, 12 June 1963. Cairncross, A., Managing the 

British Economy in the 1960s, A Treasury Perspective (Basingstoke, 1996), p. 250. 
424 PREM11/4772, Prime Minister’s Personal Telegram to the Chancellor of the Exchequer, 13 February 1964 

and Prime Minister’s Personal Telegram, private wire from the U.S. President to the Prime Minister, 25 
February 1964. 
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intervention from the government. When the BOE and Treasury agreed to control the long-
term bonds rate within 5 per cent and 5.5 per cent, the BOE achieved an increase in the prices 
of gilt-edged securities. Cromer retracted the agreed rates and rejected any further coercive 
target rates imposed by the government. As a result of the political manoeuvres between 
Macmillan and the Treasury, with involvement from the BOE, the scheme subsequently fell 
into the hands of the BOE, to be conducted within the market. 

Concerning the causal factor behind the limited acquisition of Macmillan’s aim, it can 
be argued that this partly hinged on the configuration of the U.K.’s political structure. 
Macmillan failed to secure concessions from the BOE and Treasury over the manipulation of 
long-term interest rates due to the absence of an institution to counteract or balance them. 
Moreover, when officials considered the impact of change in the structure of interest rates, 
they paid significant heed to the institutional aspect. Decrease in long-term interest rates was 
considered not directly influential on lending rates of building societies and clearing banks 
due to their lending customs and instutionalized structure. In addition, relations among 
building societies, local authorities and gilt-edged market disturbed straightforward influence 
from the policy change. Furthermore, international institutions through which the U.K. 
government aggrandized in the world market and its foreign reserve position placed constraint 
upon the U.K.’s own policies. Akin to U.S. aims behind OT, the U.K. sought to enhance its 
currency and encourage export and thus embarked on manipulation of interest rates in the 
early 1960s. The interaction of factors explored above, consisting of the political structure 
within the government, the intrinsic domestic market system, the U.K.’s position in the 
international arena, and the ideas of the policymakers reflecting social demand directly 
impacted policy outcomes.  
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Economic and social integration of minorities: The Effect 
of the Second World War on racial segregation 

 

Andreas Ferrara, University of Warwick 
(a.ferrara@warwick.ac.uk) 

Supervisors: Professor Sascha O. Becker & Dr Luigi Pascali 
 

Prior research has argued that the long-lasting trend of economic and social segregation of 
blacks in the U.S. was broken by the Civil Rights Act of 1964 (Wright 2013). This paper 
shows that this break already occurred during and due to the Second World War. The recent 
literature on the labour market effects of the war has mainly focused on women (see Goldin 
1991; Acemoglu et al. 2004; Goldin & Olivetti 2013), and hence the effect on African 
Americans has been overlooked. 

This is surprising given that labour economists at the time already noticed the war’s 
importance for the changing economic status of blacks. Wolfbein (1947, p. 662) found that, “a 
significant shift occurred from the farm to the factory as well as considerable upgrading of 
Negro workers, many of whom received their first opportunity to perform basic factory 
operations in a semi-skilled or skilled capacity”. The data support this view. Until the war, 
blacks were concentrated in mostly rural, low-skilled jobs with little workplace exposure to 
whites who were mainly employed in semi-skilled occupations in the cities (see figure 1). 
 

Figure 1: Skill composition of black and white men over time 

 
Note: Author’s computations from the Decennial U.S. Census using the occupational definitions by the Census 
Bureau of 1950. Shades in black represent low-, grey semi-, and white high-skilled occupations. 
 

This paper makes two contributions. First, it uses a natural experiment provided by the war by 
exploiting quasi-random variation in the county level casualty rate among semi-skilled whites 
to explain the skill upgrade of blacks from low- to semi-skilled jobs at mid-century in the U.S. 
South. For this I build a unique dataset for race- and skill-group specific WWII casualty rates 
and combine these with county level employment information from the U.S. Census for 1920-
70. 

Second, the influx of blacks into semi-skilled work increased the workplace exposure 
of blacks and whites. Using individual-level survey data for 1,031 Southern black and white 
respondents in 1961, OLS and IV results show that the casualty-induced increase in interracial 
workplace exposure had positive effects on black-white social relations. Individuals living in 
high-casualty rate counties have a higher probability to report interracial friendships, positive 
attitudes towards integration, and reduced repercussions against blacks for political activity. 
Most importantly, the survey was taken before the major Civil Rights legislation and court 
rulings were enacted. 
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The relevance of these findings extends beyond the historic context. The results 
provide evidence that minority groups can be integrated with the rest of society by first 
integrating them into the workplace. This potentially has important policy implications for 
countries with segregated minority groups or for the current influx of refugees to Europe who 
will need to be integrated with their respective host societies. 
 

WWII and the skill-upgrade of black workers 

To construct the casualty rate for semi-skilled whites at the county level, I digitized and 
combined two data sources. These are the WWII Enlistment Records and the WWII Honor 
Roll of Dead and Missing. The enlistment records contain information on the prewar 
occupation, race, and county of residence of 8.5 million soldiers. The occupational 
information follows the 1950 Census Bureau classification which classifies jobs into low-, 
semi-, and high-skilled occupations. The casualty records provide information on 310,000 
fallen soldiers by county. Both datasets contain soldiers’ unique Army serial numbers. This 
makes it possible to accurately merge the data. 

For each county , the casualty rate among semi-skilled whites is computed as: 
 

 
 

Rather than taking the total number of semi-skilled white workers as denominator, using 
the number of semi-skilled white soldiers’ accounts for unobserved deferments and changing 
draft age thresholds. Which denominator is chosen does not alter the results. Figure 2 maps 
the spatial distribution of the WWII casualty rate among semi-skilled whites. 
 

Figure 2: Spatial distribution of WWII casualty rates among semi-skilled whites 

 
Note: The average casualty rate is 3.129 with a standard deviation of 2.211. Coloured shades represent the 
quintiles of the casualty rate distribution. 
 

The casualty rate is combined data on Southern counties from the decennial U.S. Census for 
1920-70. Only Southern counties report occupational counts by race. Reliable employment 
information is not available before 1920 and after 1970 significant definitional changes 
occurred. The outcome variable of interest is the share of blacks in semi-skilled jobs for 
county  in decade . To estimate the effect of the WWII casualty rate of semi-skilled whites 
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on black employment in this skill group ( ), I run the following 
difference-in-differences (DiD) regression: 
 

 
 

The casualty rate is standardized to have unit variance and is interacted with a postwar 
indicator which equals one for 1950 onwards and is zero otherwise. The coefficient of interest 
is  which estimates the effect of a one standard deviation increase in the casualty rate on the 
outcome. 

Time invariant determinants of the outcome are absorbed by county fixed effects  
whilst time fixed effects  account for aggregate shocks that affect all counties the same over 
time. The controls in  include the county level WWII draft rate, WWII spending by 
county, the share of blacks, share of rural population, information on the manufacturing and 
agricultural sectors, as well as variables specific to the Southern context such as the number 
of Rosenwald schools per 1,000 blacks and the number of lynchings between 1900-30 per 
1,000 blacks. All other unexplained outcome variation remains in the error term . 

The identifying assumptions are that the share of blacks in semi-skilled jobs evolved 
in a parallel fashion for high- and low-casualty rate counties before the war, and that there are 
no time-varying unobserved variables which affect the relationship between the outcome and 
the casualty rate. The first assumption can be tested by interacting the casualty rate in [2] with 
decade dummies rather than the postwar indicator, leaving out one decade dummy as 
reference category. Table 1 reports the results from estimating [2] under different model 
specifications. 
 

Table 1: Difference-in-differences results, 1920-70 

Outcome: share of semi-skilled jobs held by blacks (% semi-skilled blacks) 
 (1) (2) (3) (4) (5) 
Casualty rate 1.144*** 1.213*** 1.129***  1.218***  1.304*** 
 (0.265) (0.314) (0.320) (0.330)  (0.475) 
Controls      yes      yes      yes 
1940 controls × time       yes   
Flexible state time trends        yes  
Linear county time trends          yes 
Observations 7,737 5,713 5,692 5,713 5,713 
Counties 1,388 1,320 994 1,320 1,320 
Adjusted R2 0.855 0.877 0.873 0.883 0.915 
Effect size in % 9.200 9.785 9.078 9.797 10.490 
Note: All regressions include county and decade fixed effects. The casualty rate is interacted with a post-WWII 
indicator. The casualty rate for semi-skilled whites is standardized to have unit variance. Standard errors are 
clustered at the county level, significance levels are denoted by * p<0.1, ** p<0.05, *** p<0.01. 
 

A one standard deviation increase in the casualty rate among semi-skilled whites is associated 
with a 1.1 to 1.3 percentage points rise in the share of blacks in semi-skilled occupations. 
Relative to the 1940 mean of the outcome, this corresponds to a 9.2 to 10.5 per cent increase. 
This finding is robust across different specifications and is always significant at the 1 per cent 
level. The inclusion of control variables, and state- or county-specific time trends leaves the 
coefficient of interest unchanged. 

To put the estimates into perspective, a recent study by Miller (2017) has shown that 
firms affected by the affirmative action policies under President Johnson in the mid-1960s 
raised their share of blacks by 0.8 percentage points. The estimated casualty rate effect here is 
thus one and a half times larger than the affirmative action policy effect. 
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To provide evidence for the parallel trends assumption to hold, figure 3 shows the 
coefficient plot from regressing [2] but where the casualty rate is interacted with decade 
dummies, leaving out 1940 as baseline year. 
 

Figure 3: Dynamic difference-in-differences coefficient plot 

 
Note: DiD regression of the share of blacks in semi-skilled jobs from 1920-70 in Southern counties on the WWII 
casualty rate among semi-skilled whites, controls, county and decade fixed effects. Error bars around casualty 
rate coefficients show 95% confidence intervals. Standard errors clustered at the county level. 
 

The casualty rate has no effect prior to the war which shows that the outcome for high- and 
low-casualty rate counties evolved the same over time. This strengthens confidence in the 
parallel trends assumption to be satisfied. The postwar effect corresponds to the estimated 
coefficients in table 1 and persists until the end of the sample period. Miller (2017) also finds 
a persistent effect of the affirmative action policies. 
 

Interracial workplace exposure and social relations 
How did white workers react to this sudden influx of blacks into semi-skilled occupations? At 
first, this was met with resistance. During the war, white workers went on strike when, for 
instance, the Philadelphia Transport Company disbarred blacks from semi-skilled work. Only 
threats by the Army to re-consider draft deferments of striking workers resolved the matter 
(see Collins 2001). 

Theories on intergroup contact assert that new exposure of groups involves an initial 
period of unrest (Allport 1954). Hence the war years are too early to make an assessment. To 
study the medium-term effects of the increased workplace exposure on social relations, I use 
the Negro Political Participation Study of 1961 by Matthews & Prothro (1975). They 
collected information on 523 black and 508 white Southerners to study racial differences in 
political participation. Beside standard socio-economic characteristics, they also recorded 
information on respondents’ racial attitudes including interracial friendships, their opinion on 
segregation, and others. 

These responses are coded as binary outcomes and seek to capture the social relations 
between blacks and whites. To estimate the effect of the black skill-upgrade, taking the influx 
into semi-skilled jobs as measure for intergroup workplace exposure, I regress: 
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where  and  index individuals and counties, respectively. Due to the cross-sectional nature 
of the data, the main regressor is the change in the share of blacks in semi-skilled jobs from 
1940 to 1950 to make use of both pre and postwar information on this variable. The variable 
is standardized to have unit variance. 

The controls in  include information that potentially influences both social 
outcomes and the racial inclusiveness of the local labour market for semi-skilled workers, 
such as respondents’ age, sex, gender, marital status, income, education, veteran status, 
occupation, years lived in the current county, the share of blacks in the county, state fixed 
effects, and location of the dwelling (rural, urban, sub-urban). The latter accounts for sorting 
of whites who have a distaste for living near blacks. Such sorting would exaggerate the 
estimate of  given that in areas with a stronger local black influx only those whites would 
remain who are more open-minded. 

To counter further endogeneity concerns, such as omitted variables like unobserved 
racial sentiment, or issues of reverse causality, I instrument the change in the share of blacks 
in semi-skilled jobs with the WWII casualty rate of semi-skilled whites from [1] using the 
first stage: 
 

         
 

The identifying assumption is that WWII casualties are a sufficiently significant predictor of 
, and that they do not have a direct effect on social outcomes in 1961. 

This would be violated, for instance, if blacks and whites served together in the war, hence 
veteran status is an important control variable as it makes the instrument conditionally 
exogenous. 

A limitation is that the 1,031 individuals reside in only 22 counties which complicates 
statistical inference. The wild cluster bootstrap by Cameron et al. (2008) is used to correct for 
the small number of clusters which otherwise would bias the standard errors downwards. 
 

Table 2: Effect of economic integration on social integration 

 Interracial Friend Interracial Friend at Work 
 (OLS) (IV) (OLS) (IV) 

     0.099**   0.088*     0.030**   0.034* 
 (0.041) (0.052) (0.015) (0.020) 
Outcome mean 0.526 0.048 
Outcome st. dev. 0.500 0.215 
R2 0.213 0.213 0.169 0.169 
 Favour Integration Punished for Polit. Activity 
 (OLS) (IV) (OLS) (IV) 

     0.076**     0.125***    -0.059***    -0.058*** 
 (0.041)      (0.042)      (0.003)      (0.004) 
Outcome mean 0.343 0.075 
Outcome st. dev. 0.475 0.263 
R2 0.571 0.571 0.311 0.311 

Note: All outcomes are binary. The regression sample contains 523 black and 508 white Southern individuals in 
1961. Regressions include controls and state fixed effects.  is instrumented with the 
WWII casualty rate in the IV regressions. The first stage F-statistic is 48.612. Wild cluster bootstrapped standard 
errors are clustered by county. Significance levels are denoted by * p<0.1, ** p<0.05, *** p<0.01. 
 

Table 2 reports OLS and IV results from estimating [3]. A one standard deviation increase in 
the change in economic integration of blacks, as measured by , makes 
respondents 8.8 to 9.9 percentage points more likely to report interracial friendships, and 3.0 
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to 3.4 percentage points more likely to have such friendships at work. OLS and IV results are 
indistinguishable, implying that endogeneity issues in the relationship between economic and 
social integration of blacks are of a lesser concern. A one standard deviation increase in  

 increases respondents’ probability to favour integration over 
segregation by 7.6 to 12.5 percentage points, and they report less frequently (-5.8 to -5.9 
percentage points) that blacks are punished in their county for political activity. All results are 
statistically significant at conventional levels despite the few-clusters adjustment. 

Overall, the results point towards a positive and significant causal effect of increased 
economic on social integration of blacks. This is not to say that these Southern counties are 
not racist anymore at all. Rather they are less racist than what they would have been in the 
absence of the increased interracial workplace exposure in the semi-skilled jobs group. 
 

Conclusion 

The Second World War has marked a turning point in African American economic history. So 
far, this fact has received little attention in the literature which has focused on the labour 
market effects of the war on women, and on the Civil Rights movement for blacks. Using 
quasi-random variation in WWII casualty rates among semi-skilled whites as natural 
experiment, this paper has argued that the war had a substantial effect on the skill upgrade of 
blacks from low- to semi-skilled jobs. This upgrade increased interracial workplace exposure 
among semi-skilled workers which in turn led to improved social relations even before the 
major Civil Rights legislations and court rulings were implemented. These findings provide 
evidence for intergroup workplace exposure to be a potential channel to improve social 
relations across groups. The relevance of this argument extends beyond the historical context 
as it can apply to countries with segregated minority groups in general, however, more work 
in this area is needed given the historic nature of this study and its external validity. 
Nevertheless, results indicate a positive and significant effect of economic on social 
integration of minority groups for African Americans in the U.S. South during the 1960s. 
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The road home: The role of ethnicity in Soviet and post-
Soviet migration 
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(y.jang1@lse.ac.uk) 

Supervisor: Professors Christopher Minns & Oliver Volckart 
 

Ethnic identity can be one of the most important determinants of migration decision and 
destination choice. The growing literature supports this idea in three mutually non-exclusive 
reasons as follows. Firstly, as argued by Akerlof & Kranton (2000, 2005), people tend to feel 
happier and safer when they are surrounded by those who have the same identity as theirs. 
Ethnicity usually comes up to the surface as an important element of identity when people 
consider migration. Secondly, migrants would benefit from a specific kind of network effect 
when they move to the place where their compatriots have already settled, for example, an 
access to informal employment. Lastly, policymakers might also want to avoid high ethnic 
diversity since it is often claimed that ethnic fragmentation is harmful to economic 
performance unless there are fine institutions that can deal with the problems arising from this 
diversity (Alesina & La Farrera 2005). Therefore, it is possible for governments to adopt 
policies favourable to majority groups and discriminative to minorities. These may affect 
migration. 

The USSR and its successor states after the dissolution offer a fruitful ground to see 
whether this ethnic factor has worked or not. The Soviet Union had been home to over 100 
ethnic groups and many of them had enjoyed a certain extent of autonomy which was enough 
to keep their ethnic identity for several decades in a socialist country. The administrative 
divisions were based on ethnicities (often called nationalities in the Soviet era) and each of the 
15 union republics and 20 autonomous republics was named after its one dominant titular 
nationality. However, these dominant groups were not confined to their own national 
territories, but were continuously encouraged, or forced, to move to other parts of the vast 
territory of the Soviet Union under the slogan of balanced regional development and ethnic 
equalization. Just before the collapse in 1991, the number of Soviet people living outside their 
own “national” territory was 73 million (Brubaker 1994, p. 57). 

The dissolution of the Soviet Union brought many changes to the status of these ethnic 
groups who were spread across the country, including changes in citizenship status and the 
lifting of migration restrictions. Facing freedom of movement in the land where they had 
become diaspora,425 many decided to move out of their residence to the destinations which in 
many cases were their own historical homelands. When many members of non-titular ethnic 
groups returned to their national territories, they often moved from more developed to less 
developed regions. This may imply that factors other than economic conditions, one of which 
can be ethnicity, have worked to determine migration patterns. 

Nonetheless, the previous literature has not studied the ethnic aspects of Soviet 
migration systemically, possibly due to data limitations. The previous works have room for 
improvement in three major areas. Firstly, little attention has been paid to the distinctive 
migration patterns which each ethnic group has shown. Secondly, none of them has included 
both pre- and post-dissolution periods altogether. As a result, it was hard to directly compare 
the different characteristics between pre- and post-collapse migration patterns and their 
determinants, which may show how institutional changes shape migration movements. Lastly, 
the analyses on regional migration patterns tend to concentrate on the Russian Federation. 

                                                 
425 Being diaspora involves discriminative policies against non-titular ethnic groups formed during the state-

building process in the 90s. For example, most Central Asian independent FSU states explicitly 
discriminated the Russian-speaking population in employment or education. For more details, see 
Korobkov 2003. 
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Since the inter-republic migration accounts for over 95 per cent of total migrants during the 
Soviet period and around 80 per cent even after the dissolution, it is crucial to include non-
Russian states for a more accurate understanding of Soviet migration patterns. 

To improve upon these points, I attempted in this paper to construct a novel dataset as 
to the migration patterns of major ethnic groups in late- and post-Soviet periods and to verify 
the importance of ethnicity in determining them by econometric analysis. The rest of the 
paper will proceed as follows. The next section will construct the main dataset, the regional net 
migration of ethnic groups, discussing the estimation method and its results. Then I move on to 
the quantitative analyses testing the hypotheses as to the two major determinants of migration, 
economic conditions and ethnic affinity, in the post-Soviet context. The last section will 
conclude. 
 

Estimation of regional net migration 

My paper begins with constructing a dataset on the regional net migration of major ethnic 
groups using the Soviet and post-Soviet census data and administrative vital records. Since I 
have ethnic composition data at the regional level, it is possible to calculate the regional net 
migration of ethnic groups provided that the comparable data for natural increase (birth minus 
death counts) are available. However, since all these natural increase data are not available at 
the ethnic level, I needed to make some assumptions to estimate the natural increase of each 
ethnic group in a region and in the whole USSR, summarized in the equations below: 

 

 
 is 10-year total net migration,  is beginning of the year population and 

 is the natural increase from 1979 to 1989, which are all of ethnic group i in 
region r. Using the 10-year crude births ( ), crude deaths ( ) of a 
particular region and the share of each ethnic group in the region’s population ( ), I estimate 
the natural increase of each group. Since ethnic groups have different fertility rates, the 
contribution of each ethnicity to regional birth counts is adjusted for fertility weight ( ), 
calculated as the ratio of the number of births per woman of the group to the average of the 
republic to which it belongs. The same method can be applied to the post-Soviet period. Most 
censuses conducted in the FSU states around the year 2000 reveal the information about 
ethnicity, often at the regional level. 

From the maps below, we can see the regions where the members of major ethnic 
groups migrate to and from, and how the patterns changed before and after the collapse. 
Figures 1 and 2 show the annual net migration rates of selected ethnic groups at the level of 
low administrative divisions, oblast. Dark oblasts have net out-migration and bright ones have 
net in-migration, whereas grey means net migration near zero. 

The net migration patterns dramatically changed in the 1990s. One interesting feature 
of the post-dissolution migration patterns compared to pre-dissolution ones is the repatriation 
of other titular nationalities. The map of net migration for the titular nationalities (top right 
corner, figure 2) reveals that most ethnic groups residing in their titular states have positive 
net migration rates whereas it was mostly negative in the late-Soviet period (top right corner, 
figure 1). The pattern of repatriation can be vividly observed in the maps of two major titular 
nationalities, Ukrainians and Kazakhs, where the net migration is positive only in their homes 
and negative in all other regions. Ukrainian and Kazak cases are especially interesting in that 
the post-Soviet trend had shown a dramatic reverse, as they decided to leave relatively 
affluent Russia and Baltic countries for less developed Ukraine and Kazakhstan. 

The migration trends revealed in my dataset shed light on the motivation of the 
migrants during the transition period. Firstly, it can be inferred that ethnicity played a role in 
population redistribution. Migrants are likely to have considered the share of their own ethnic 
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groups in the destinations when deciding to move, especially after the dissolution. Secondly, 
the fact that the regions with the highest wages and living conditions tend to have positive net 
migration might suggest that conventional economic factors also had some influence on 
migration patterns. Lastly, the regions suffering from civil wars and political conflicts show 
the highest level of net out-migration. It is arguable that migrants wanted to avoid conflicts 
and decided to leave the place. 
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Figure 1: Regional net migration rates of major ethnic groups, 1979-89 

 
 

   Note: Each map has a different legend.
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     Note: Each map has a different legend. 

 Figure 2: Regional net migration rates of major ethnic groups, 1989-2000 
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Econometric verification 

I select eight major ethnic groups, including Russians, Ukrainians, Belarussians, Armenians, 
Kazakhs, Tatars, Jews and Germans, to include in my specification. I gathered the dataset 
regarding the share of major ethnic groups in each region and the performance of different 
regions so that I can compare their relative impacts on the net migration patterns.  
 

 
                                   [2] 

 

The dependent variable is net migration per 1,000 persons. I assumed that these 
regional net migration rates of an ethnic group  are determined by two major factors, 
the ethnic share in the region and economic conditions. The economic conditions of a region 
can be measured by the level of wages and employment426. Besides these main variables, 
ethnicity dummy and other control variables are also included427. 

The OLS estimator may be biased because of a sample selection problem. I selected 
only eight out of over 120 ethnic groups residing in the Soviet Union and even for the major 
groups, the net migration data are not available for some regions. To avoid this problem, I 
applied a two-step Heckman selection model, with the main selection variable of log regional 
population for the first step probit regression. The use of regional population as the main 
selection variable seems to meet both relevance and exclusion criteria, as will be shown in the 
results table.  
 

 

                  [3] 

 

Table 1 is the results of OLS and Heckman 2-step estimations. In this version, I only included 
the table for the post-Soviet sample but will discuss the pre-collapse results to emphasize the 
change in the determinants of migration following the change in the regimes. If you look at 
the results from OLS estimations first, ethnic share in a region turns out to have a positive and 
significant effect on the net migration of the ethnic group, as shown in column (1) of table 1. 
This implies that a person who has a certain ethnicity tends to move to a place where his or 
her co-ethnics account for a high share in the regional population, and/or not to move if he or 
she is already living in such a place. The result remains unaffected by the choice of wage 
growth or food consumption (column (2) and (3)). In an econometric sense, one standard 
deviation change in ethnic share raises the net migration rates by 10.0 to 10.6 per 1,000. 
Though it has not been seen in this version, these results survive multiple robustness checks. 

All the economic and conflict variables also have significant coefficients with 
predicted signs. Lagged wage growth and employment did have a positive impact on regional 
net migration. When replacing wage growth with log food consumption, it also turns out to be 
significant and well explains the net migration rates. The relative contributions of food 
consumption in terms of standardized coefficients, 11.4 - 12.3 rises in net migration rates for 
1 SD deviation, seem larger than those of growth (4.2 - 5.2). 

Though not reported here, the pre-collapse sample also provides some noteworthy 
results. The sign of ethnic share variable is positive this time, while the significance is still 
very strong. This implies that “ethnic mixing” was still occurring until the end of the Soviet 
period. Also, the role of economic variables was again apparent, as the coefficients of wages, 
food consumption and employment share are all positive and significant. Another interesting 
finding is that the variables related to the living standards of residents, namely house space, 

                                                 
426 Food consumption is included to supplement the wages because the use of official wage data is often 
discredited. 
427 X includeshouse space, number of schools, hospital beds, January/July temperatures, crime rates etc. 



New Researchers – Session II / G 
 

 216 

education or weather, had little influence on migration patterns during the Soviet period, 
possibly due to the lack of autonomy in choosing destinations. However, the post-Soviet 
specifications show that living conditions began to have a stronger impact on migration 
decision. 
 

Table 1: OLS & Heckman 2-step estimations, after the collapse 

Dependent Variable:  
Net migration  per 1,000 

(1) 
OLS 

(2) 
OLS 

(3) 
OLS 

(4) 
Heckman 

(5) 
Heckman 

(6) 
Heckman 

Ethnic Share 
0.35*** 0.33*** 0.32*** 0.35*** 0.32*** 0.32*** 
(6.07) (5.77) (5.76) (6.23) (5.87) (5.88) 

Wage 
1.27***  0.79** 1.35***  0.90*** 
(4.86)  (3.02) (5.14)  (3.44) 

Food consumption 
 68.67*** 62.62***  67.77*** 60.43*** 
 (8.56) (7.61)  (8.13) (7.08) 

Employment 
1.58*** 2.27*** 2.02*** 1.67*** 2.30*** 2.01*** 
(9.24) (14.75) (11.53) (9.50) (14.69) (11.41) 

Selection equation  
(DV: Ethnic Share over 0.05%) 
Regional 
population 

  0.24*** 0.24*** 0.24*** 
   (3.93) (3.93) (3.93) 

Port 
  0.63*** 0.63*** 0.63*** 

   (5.58) (5.58) (5.58) 
Distance to 
Moscow 

  -0.14** -0.14** -0.14** 
   (-2.90) (-2.90) (-2.90) 

Total observation 824 824 824 1029 1029 1029 

R2 0.61 0.63 0.64   

Censored  obs.   284 284 284 

Inverse mills ratio  
 -18.83** -12.14* -12.50* 

   (-2.52) (-1.70) (-1.76) 
Note: In parentheses are t-statistics (z-statistics for Heckman estimators). ***, **, * denote the significance level of 
1%, 5%, 10% respectively. 
 

Conclusion 

In this paper, I have tried to find out the key determinants of net migration during the 
transition period. While the conventional migration literature emphasized the role of 
economic motivations, I have argued that ethnicity also exerted a significant influence on the 
migration decision and destination choice. 

Using the newly constructed dataset, I conducted OLS and Heckman 2 step 
estimations on the pre- and post-dissolution periods separately. The role of ethnic share turns 
out to be negative in the late-Soviet period and positive in the post-Soviet period. This result 
confirms that the trend of ethnic mixing occurring in the Soviet period was reversed after its 
dissolution and following the abolition of migration restrictions. Economic variables, notably 
wage, employment and food consumption, seem to explain migration patterns quite well for 
both late- and post-Soviet periods. 

I would like to highlight once again the improvement of my method and data 
compared to the previous literature. First and foremost, it has enabled us to include the ethnic 
aspect in migration analysis. Second, the sample spans both pre- and post-collapse periods, 
which has never done in previous quantitative analyses. Last, it captures the effect on long-
term migration, which occurred between two census periods usually having a 10-year gap. 
Though annual data might be useful in observing short-term trend changes more easily, my 
data can be useful to find out the fundamental determinants of migration. The methods and 
conclusions suggested in this paper not only contribute to the better understanding of Soviet 
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and post-Soviet migration patterns but also can be used in the analyses of migration patterns 
for different regions or periods, as the literature looking at the determinants of migration from 
the ethnic perspective has been rare. This research combining with future similar studies, I 
believe, may enhance our understanding about the recent rise of nationalism and 
policymakers’ intention to increase or decrease ethnic homogeneity in a country by 
controlling immigration. 
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A Union of ‘Subsidized’ Socialist Republics? 
The case of Tajikistan’s 1980’s cotton revenues 
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Supervisor: Professor Vladislav Zubok 
 

I. Introduction 

This paper represents a preliminary attempt to address the issue of Central Asian “subsidies” 
during the Soviet period.  While long a point of vexing and heavily politicized public and 
academic debate, the issue has not been quantitatively investigated in any convincing way in 
either the Soviet or post-Soviet periods, leaving the issue ‘essentially unresolved’.428  Without 
reference to economic or statistical data, most accounts of the late Soviet period in Central 
Asia instead tend to rhetorically claim the region to have been ‘heavily subsidized’ or 
‘colonially exploited’ on the basis of perception data, memoirs, or other equally unreliable 
sources. 

By using the Tajik Soviet Socialist Republic (Tajik SSR) as a case study, this paper 
hopes to provide some initial answers to this controversy. The Tajik SSR has been chosen in 
light of both its reputation as a particularly subsidized Soviet republic and the fact that its 
economy was especially monocultured on cotton, thus simplifying the number and scope of 
necessary calculations. Comparing the two figures of total transfers made to the Tajik SSR 
from the Soviet centre and other republics against the total tax and export value of the Tajik 
cotton harvest, it is possible to arrive at a more accurate annual ‘balance of transfers’ figure 
for the republic.   If this figure shows significant amounts of value being transferred annually 
to the Tajik SSR, this may provide evidence in favour of the republic having been 
‘subsidized’; if the transfer of wealth flowed in the opposite direction, this may speak of a 
more colonial relationship.   As the figures in this study will show, however, in fact neither 
model may be appropriate for the Tajik SSR.  Instead, the balance of transfers was in many 
years close to even, providing support for the Soviet Union’s stated policy of broad economic 
development and ‘equalization’. 
 

II. Monetary transfers and the ‘real’ value of cotton 

The official budget figures published by the Tajik SSR did make it appear as though the 
republic had been significantly subsidized.  Tajik budgets throughout the 1980s made no 
secret of the influx of central funding, and annual ‘funds from the central budget’ grew from 
around 170 million to more than 500 million roubles over the period.  This amount, moreover, 
consistently made up between 10-20 per cent of the total republican budget (see figure 1). 

                                                 
428 Deniz Kandiyoti, “Introduction,” in The Cotton Sector in Central Asia: Economic Policy and Development 

Challenges, ed. Deniz Kandiyoti (London: SOAS, 2007).  Also: Adeeb Khalid, “The Soviet Union as an 
Imperial Formation: A View from Central Asia,” in Imperial Formations, eds. Ann Laura Stoler, Carole 
McGranahan and Peter C. Perdue (Santa Fe, 2007), 133; Laura Adams, “Can we Apply Post-Colonial 
Theory to Eurasia?” Central Eurasian Studies Review 7 (1), 2008; Sally N. Cummings. Understanding 
Central Asia: Politics and contested transformations (London, 2012), 46. 



  New Researchers - Session II / G 
 

 219 

Figure 1: Budget transfers429 

 
 

Nor did these budget transfers constitute all of the funds sent from elsewhere in the USSR to 
the Tajik SSR.  In the 1980s, the Tajik SSR’s republican budget was equivalent to only 35-45 
per cent of the republic’s Net Material Product (NMP).430  The other approximately 60 per 
cent of NMP was made up of the industries, salaries, and economic activity outside of the 
direct control of the budget.  Here, too, a notable portion of the total monetary value of the 
republic’s economy came from outside of the republic: on average, around 10-20 per cent (see 
figure 2). 

Figure 2: Tajik SSR NMP and external percentage431 

 

                                                 
429 Calculated from: Gosudarstvennyi biudzhet SSSR 1981-1985. Statisticheskii sbornik (Moscow, 1987) (1983-

1985); TsGART, f. 18, op. 8, d. 3649, l. 39 (1986); f. 306, op. 40, d. 1146, l. 3 (1987); Gosudarstvennii 
biudzhet SSSR 1990 g.: kratkii statisticheskii sbornik (Moscow, 1990) (1988-1989).    

430 Rather than calculate “Gross National Product” (GNP), the USSR worked with “National Income Produced” 
(NIP) and “National Income Used,” (NIU).  The latter calculated the total value of all goods, services and 
funds used or acquired in a particular territory.  In the West, this was also referred to as “Net Material 
Product” (NMP), as it demonstrated the total growth of value in the system.   

431 Calculated from: GARF, f. 5446, op. 162, d. 176, l. 27; RGAE, f. 1562, op. 68, d. 1773, l. 1-3; Masaaki 
Kuboniwa, “National Income in Postwar Central Asia,” Hitotsubashi Journal of Economics 39 (2), 1998, 
69; Misha V. Belkindas and Matthew J. Sagers, “A Preliminary Analysis of Economic Relations Among 
Union Republics of the USSR: 1970s-1988,” Soviet Geography 31 (9), 1990, 635. 
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In 1985 for example, the ‘gap’ between the national income produced in the Tajik SSR and 
the total republican NMP was approximately 815 million roubles; this rose to more than 1 
billion roubles in 1987 and 1988.  Since these figures also included budget transfers, the total 
potential ‘subsidy’ for the republic each year could be comfortably represented as this ‘gap’ 
between NIP and NMP, much as it was in late Soviet statistical analyses.432 

What these official ‘subsidy’ levels failed to take into account, however, was the 
factual export and tax value of the raw goods produced in Tajikistan.  The Soviet pricing 
system was notorious for undervaluing raw goods.  Goods were priced not on the basis of 
market values, relative scarcity, or demand – but instead on the basis of long-term planning 
decisions. In this framework, the price of Tajikistan’s cotton was kept down to benefit Soviet 
textile manufacturers and ease the production of clothing.  The payments made to the republic 
for each kilogramme of cotton, moreover, were also much less than price at which the 
USSR’s central economic organs were able to export it abroad for hard currency. 

At the same time, the vast majority of Soviet cotton was not exported but instead used 
internally in the USSR to produce cloth, clothing, and other consumer goods.  These goods 
were then subject to the ‘turnover tax’ (nalog s oborota), which was levied at varying rates 
(generally, between 5-20 per cent) against consumer goods.433  Turnover taxes were then 
distributed between the republican and federal Soviet budgets. When cotton goods were 
produced with Tajik cotton, they were also taxed in this fashion – but the taxes were then 
passed to the republic where the producing factory was located.  Since the absolute majority 
of factories processing Tajik cotton and using it to produce cotton goods were located in 
Russia and Ukraine, it was these republics that received the associated taxes.434  For example, 
if a cotton suit was sewn in Ukraine using Tajik cotton and sold for 25 roubles, including five 
roubles of turnover tax, Soviet law dictated that 2.75 roubles be sent to the Ukrainian budget 
and 2.25 to the Soviet federal budget.  Since raw materials were excluded from the turnover 
tax, no taxes were levied against the production of cotton in Tajikistan, and the republic was 
left without an important source of revenue. 

Thus the Tajik SSR was providing revenue to the central Soviet government and other 
republican budgets in two important – and unaccounted – ways.  First, there was the revenue 
from the export of Tajik cotton, and second, the turnover taxes levied on products made from 
Tajik cotton.  By calculating and adding these two figures together, it should be possible to 
determine the total value of Tajik cotton production that had been otherwise removed from 
Soviet balance sheets.  This figure can then be compared against the annual level of official 
NMP ‘subsidies’ sent to the Tajik SSR to determine the factual provision or expropriation of 
value from the republic in any given year.    
 

i. Export 

While it is impossible to know exactly what proportion of Tajik Soviet cotton was exported 
each year, statistics show that Tajik cotton consistently made up around 11 per cent of the 
total Soviet harvest.435  As a result, it would be reasonable to cede to the republic an 

                                                 
432 Doklad Goskomstata “O proizvodstve i ispol’zovanii valovogo obshchestvennogo produkta po soiuznym 

respublikam za 1989 god,” GARF f. 5446, op. 162, d. 176, ll. 27-29.  
433 Turnover tax rates were also reviewed and modified annually. See Dokladnaia zapiska Ministra finansov 

SSSR ot 12.05.1986 “O stabil’nosti stavok nalog s oborota.” GARF f. 5446, op. 147, d. 121, l. 1.  
434 RGAE f. 4372, op 67, d. 9340, l. 253.  Up to 95% of cotton from republics like Tajikistan was processed 

elsewhere; see RGAE f. 4372, op. 67, d. 7785, l. 54.  
435 Consistent for the years 1984-1989; in 1983 it was 9.6%.  See: Narodnoe Khoziaistvo SSSR v 1984 godu 

(statisticheskii ezhegodnik) (Moscow, 1985), 210; Narodnoe khosiaistvo SSSR v 1985 godu (statisticheskii 
ezhegodnik) (Moscow, 1986), 210; Narodnoe khosiaistvo SSSR v 1987 godu (statisticheskii ezhegodnik) 
(Moscow, 1988), 189; Goskomstat SSSR.  Narodnoe khoziaistvo SSSR v 1988 godu (statisticheskii 
ezhegodnik) (Moscow, 1989), 426; Goskomstat SSSR. Narodnoe khoziaistvo SSSR v 1989 godu 
(statsiticheskii ezhegodnik) (Moscow, 1990); Goskomstat Tadzhikskoi SSR. Narodnoe khoziaistvo 
Tadzhikskoi SSR v 1989 godu (Dushanbe, 1991), 224.  
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equivalent proportion of the cotton export: even if the entire Tajik harvest were processed 
internally, this would have meant that a greater proportion of other republics’ cotton could be 
exported.  The following equation [1] shows the annual export revenues derived from Tajik-
produced cotton: 
 

Annual export revenues from Tajik cotton: 
 

 
 

Where x = annual cotton production in the Tajik SSR (metric tons of raw cotton); y 
= annual cotton production in the USSR (metric tons of raw cotton); and z = 
annual total Soviet export revenue from cotton (roubles).                                     [1] 
 

In 1987, total Soviet revenue from cotton exports, for example, was equal to 869,483,000 
roubles; the Tajik SSR’s portion was 95,643,130 roubles. 436 Throughout the 1980s, 
approximately 85-100 million roubles of annual budget revenue – and especially valuable 
budget revenue, which could be used to purchase foreign currency, equipment, or goods – 
were being provided to the Soviet Union through the sale of cotton grown and harvested in 
Tajikistan. 
 

ii. Turnover taxes 

Cotton also brought significant revenue in the form of “turnover taxes,” which accrued to the 
Russian, Ukrainian, and federal Soviet budgets. For many years the exact value of turnover 
taxes acquired through the processing of Tajik cotton was left unstated, but in 1988 
economists in the Tajik Gosplan decided to run the numbers.  Determining that local cotton 
that year would produce a total of 283 thousand tons of cotton lint, they then calculated that 
251 thousand tons (or 88.7 per cent) would be sent out of the Tajik SSR.  This was enough, 
based on the standard figure of 150.3 grams of cotton lint for one square meter of cotton 
fabric, to produce 1.67 billion square meters of fabric.  The economists then cut out the 16.5 
per cent that would not be directly taxed as part of consumer goods, which left 1.395 billion 
square metres.  On average, the cost of one square metre of fabric carried with it a turnover 
tax of 78.8 kopeks, which meant that the total taxes would be 1.099 billion roubles.  Not all of 
this revenue was due the Tajik SSR, though – only 57 per cent, based on calculations showing 
the amount of the labour involved in producing cotton cloth before its processing.  This left 
626.6 million otherwise uncalculated roubles due to the Tajik SSR.437 

There were some problems with the Tajik economists’ calculations.  First, they had 
failed to account of the percentage of Tajik cotton that would have been exported in 1988. 
Second, the estimates they were using for total cotton production in the Tajik SSR for 1988 
were preliminary – final numbers only became available later in 1989. Finally, they had over-
calculated the amount of turnover tax due on one metre of cotton cloth, while simultaneously 
undervaluing the pre-processing labour percentage.  Upon review of Tajikistan’s calculations, 
in fact, the central Gosplan office in Moscow had upgraded this latter figure to 66 per cent.438 
If the calculations are adjusted accordingly, however (by removing the cotton that was sent to 
export and working with updated production, tax, and labour percentage figures), the 
following equation [2] emerges: 
 

                                                 
436 Vneshnie ekonomicheskie sviazi SSSR v 1988: statisticheskii sbornik (Moscow, 1989), 28. 
437 Spravka svodnogo otdela gosbiudzhetov Gosplana TSSR, TsGART f. 306, op. 27, d. 1130, l. 79.  
438 On Gosplan’s evaluation of the Tajik calculations, see RGAE f. 7733, op. 65, d. 5443, ll. 1-13, 21. 
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Annual turnover taxes due to the Tajik SSR on cotton production: 

= (.835)(z)(.57) 

Where x = annual cotton production in the Tajik SSR (metric tons of raw 
cotton); y = annual cotton production in the USSR (metric tons of raw 
cotton); z = annually established rate of turnover tax on one meter of cotton 
cloth using Tajik cotton (roubles); and a = annual total Soviet export of 
cotton (metric tons of lint cotton).439 [2] 

 

Even with the adjusted formula, however, the total amount of uncalculated revenue remains 
largely the same.  For 1988 the adjusted equation arrives at a figure of 541.84 million roubles; 
if export revenues are added, the total is 637.9 million roubles.  If these calculations are 
applied to the whole of the mid-to-late 1980s, moreover, the following picture emerges: 
 

Table 1: Outstanding Tajik SSR revenue. All figures in millions of roubles440
 

1983 1984 1985 1986 1987 1988 1989
Adjusted outstanding 
turnover tax 413.51 512.65 522.88 445.79 463.12 541.84 447.34
Outstanding export revenue 84.98 89.45 83.36 88.73 95.64 96.06 101.28
Total uncalculated revenue 498.49 602.1 606.24 534.52 558.76 637.9 548.62

Total federal ‘subsidies’ 369.4 484.7 815.4 1,092.8 1,177.4 802.4 882.6

Difference between subsidies 
& uncalculated revenue 

-
129.09 -117.4 209.16 558.28 618.64 164.5 333.98

Tajik SSR NMP 4,766 5,001 5,248 5,388 5,532 5,680 5,700
Difference as % of TSSR 
NMP -2.7% -2.3% 4.0% 10.4% 11.2% 2.9% 5.9%

 

These adjusted figures clearly demonstrate that the factual divergence between the income 
produced in the Tajik SSR and the total income spent there (NMP) was far smaller than 
represented in official Soviet documents.  Rather than representing 10-20 per cent of the Tajik 
SSR’s NMP, monetary ‘subsidies’ from outside of the republic made up at most between 3-10 
per cent (see figure 3). In some years, moreover, the Tajik SSR may have even sent the 

                                                 
439 In line with Soviet and international norms, it has been calculated that 3 kilograms of raw cotton (khlopok-

syrets) are processed into 1 kilogram of lint cotton (khlopok-volokno). 
440 Calculated from: GARF, f. 5446, op. 162, d. 176, l. 27; RGAE, f. 1562, op. 68, d. 2104, l. 59; d. 1773, l. 1-3; f. 

7733, op. 65, d. 1731, l. 9; d. 2957, ll. 10, 84; d. 3568, l. 8; d. 4639, ll. 65, 67; d. 5056, l. 40, 42; TsGART, 
f. 306, op. 27, d. 1130, l. 79; Goskomstat SSSR, Narodnoe Khoziaistvo SSSR v 1984 godu; Goskomstat 
SSSR, Narodnoe khosiastvo SSSR v 1987 godu, 189; Goskomstat Tadzhikskoi SSR. Narodnoe khosiaistvo 
Tadzhikskoi SSR v 1984 godu (Dushanbe, 1985); Goskomstat Tadzhikskoi SSR. Narodnoe khoziaistvo 
Tadzhikskoi SSR v 1989 godu (Dushanbe, 1991), 224; Vneshiaia torgovlia SSSR v 1984 g. Statisticheskii 
sbornik (Moscow, 1985), 22; Vneshnie ekonomicheskie sviazi SSSR v 1988, 28; Ministerstvo vneshnikh 
ekonomicheckskikh sviazei SSSR. Vneshnie ekonomicheskie sviazei SSSR v 1989 godu: statisticheskii 
sbornik (Moscow, 1990), 31; I.N. Ustinov, L.A. Feonova, and D.S. Nikolaev. Ekonomika i vneshnie 
ekonomicheskie sviazi SSSR: spravochnik. 3-oe izdanie (Moscow, 1989), 132-133; Kuboniwa, “National 
Income,” 69; Belkindas and Sagers, “A Preliminary Analysis,” 635. 
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equivalent of tens of millions of roubles to other republics and the Soviet centre, equal to 2-3 
per cent of its own annual NMP. 
 

Figure 3: Revenue transfers to/from the Tajik SSR 

 
 

III. Preliminary conclusions 

While restricted to the Tajik SSR, the figures arrived at in this paper have important 
implications for the study of the late Soviet Central Asian economy as a whole.  First and 
foremost, they demonstrate that the Tajik SSR’s economy in the 1980s was neither ‘heavily 
subsidized’, nor ‘colonially exploited’, as it has been argued by competing political and 
academic factions since the early 1990s.  Instead, the Tajik economy was provided in some 
years with a modicum of development funds – on a percentage basis, in fact, less than is 
provided on average to less developed states in the United States.  In other years, depending 
on the vagaries of the cotton harvest and market, moreover, the Tajik SSR actually provided 
overall value to the Soviet budget. 

If the republic most frequently cited as a subsidized outlier was in fact far more of a 
balanced element of the Soviet budgetary system, this may have notable implications for the 
study of other Soviet Central Asian economies.  It should also engender a reconsideration of 
the much-maligned policy of equalization, which, contrary to academic discourse, seems to 
have been central to funding decisions made in relation to the Tajik SSR in the 1980s. 
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I/A   The Restoration Hearth Tax and the Poor In Marginal 
Landscapes 

 

Andrew Wareham (University of Roehampton) 

Taxing ‘a thing of such absolute necessity in a cold country’, 1662-64 

In March 1662 Sir Richard Temple MP criticized the proposal for the institution of a new 
hearth tax. He regarded it as an unreasonable imposition not only because it was levied on a 
necessity (i.e. hearths), but also because there was no basis for the claim from the political 
arithmeticians ‘that the same rent in any man’s hands does bear the same proportion with 
another for chimneys’. But the Cavalier Parliament, wishing to resolve the problem of filling 
the king’s purse free from parliamentary control, overrode these objections. The political 
pressures contributed to the unusual features of the Restoration hearth tax when compared to 
its medieval predecessors, which had been levied since the tenth century by the ‘emperors of 
Britain’. First, the Restoration hearth tax was a direct tax on property; second, it was granted 
in perpetuity to the Stuart monarchy; third, records of assessment and payment had to be 
updated every six months; and fourth, data were compiled on households that who were too 
poor to pay on the same basis as the paying households. The hearth tax was an effective tax 
from a fiscal perspective, providing the king with an annual revenue of around £230,000, out 
of an estimated annual requirement of £1.2 million, until its repeal in 1689. 

There have been many studies of the problems of collecting the hearth tax and its 
unpopularity in rural and urban environments, but less attention has been given to considering 
the political and legislative circumstances which led to the grant. This paper will investigate 
the sources and the nature of the policy advice which led to the grant, problems with the tax at 
the design and emendation, and the impact of these decisions upon the success of the hearth 
tax as a new-and by contemporary standards-progressive tax. In recent years opposition 
parties or a junior coalition partner have put forward occasional proposals for new taxes on 
property, including a mansion tax (Liberal Democrat motion 2012-14; Labour Manifesto 
2015) and a land value tax (Labour Manifesto 2017, p. 86), but these proposals have not made 
it into legislative form for Parliament to consider, partly because of reservations over new 
taxes on property in addition to local property charges. The hearth tax ran into similar 
problems because of the principle that the ordinary revenues of the ruler and the state should 
be met only from indirect taxes, such as customs and excise, while direct taxes on property 
and people, such as the hearth tax, should be used only for extraordinary expenditure to be 
granted by Parliament on an ad hoc basis to meet emergency needs. This raises the question of 
how was the Restoration government able to overcome this principle in establishing a new 
and effective annual tax on property free from Parliamentary control, and what were the 
political and fiscal consequences of those decisions? 
 

Evelyn Lord (University of Cambridge) 
Poverty and the single hearth in the Huntingdonshire hearth tax 

In every hearth tax assessment for England and Wales the majority of tax payers were 
assessed for one hearth. Huntingdonshire was no exception to this. In the 1674 Michaelmas 
assessment 54.7 per cent potential tax payers were assessed for one hearth 441 Was an 
assessment for one hearth necessarily a badge of poverty, and a worse standard of living than 
neighbours with two or more hearths?442 The extent of poverty as shown in the hearth tax 
returns is represented by those exempt from paying the tax. 

                                                 
441 TNA E 179/145/2. 
442 This could be assumed as William Petty one of the draughtsmen of the original Hearth Tax Act described it 

as ‘natural justice’ with each man ‘paying for what he enjoys’. C. Hunt ed., Economic Writings of Sir 
William Petty, (Cambridge University Press, 1899) Vol. 1, p. 94. 
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In theory exemption from the tax was enshrined in the Hearth Tax Acts, but only one 
clause in the original act exempted on the grounds of poverty. ‘No person who by reason of 
his poverty, or the smallness of his estate is exempted from the usual taxes, payments or 
contributions to church or poor, shall be charged or chargeable with any duties by this act 
imposed’.443 This clause was removed in 1664, but two other clauses remained. Exemption 
was available to anyone living in a house with a value of not more than 20s p.a., nor having 
land, tenements, goods and chattels to the value of £10.444 In practice in the early stages of the 
tax when it was being administered locally, the Huntingdonshire return and assessment of 
1662/65 shows that the clauses were often misinterpreted or ignored.445 

What is missing from the hearth tax returns can be as important as what is included. In 
the case of the 1662/65 return for Huntingdonshire this was many of the exempt tax payers. 
Fortunately, the exemption certificates for Huntingdonshire have been catalogued recently, 
and can be used to add to the number of exempt householders.446 The return for 1665 shows 
18 per cent of tax-payers exempt, which rises to 25 per cent when those with exemption 
certificates but not on the return are added. This was 51.6 per cent of those with one hearth. 
By 1674 exemption certificates and those exempt on the Huntingdonshire assessment are a 
match. The percentage of exempt tax payers in 1674 was 22.7 per cent, but this was 37 per 
cent of those assessed for one hearth. The number of tax-payers had risen by 3 per cent 
between 1665 and 1674, but the number assessed for one hearth by 14 per cent. 447 

Hidden in the hearth tax returns are individual one hearth householders juggling to pay 
a tax of 2s a year. In the 1665 return for Huntingdonshire this was 49 per cent of one hearth 
households, and 60 per cent of one hearth assessments paid in 1674. Given the seasonality of 
wages rates in Huntingdonshire, this must have been a struggle, especially for the Lady Day 
collection, coming at the end of winter when wages for the agricultural labourer fell to 1d a 
day. 448 Seasonal trends in the ability to pay cannot be recovered from the hearth tax returns.  
The obvious source to remedy this are accounts of the Overseers of the Poor, but apart from 
Kimbolton these are sparse and fragmentary for Huntingdonshire for the period when the 
hearth tax was active, and details of household economies during the hearth tax period non-
existent. Nevertheless, some indication of the personal wealth and possible living standards of 
one hearth assessments can be estimated from probate inventories. 

One hundred and three inventories have been identified that can be securely matched 
to entries on the hearth tax. This figure is close to the 101 inventories Margaret Spufford 
related to the Cambridgeshire hearth tax, and 103 for the East Riding 1672-3 return.449  Fifty-
nine of the Huntingdonshire inventories were for one hearth tax payers. These will be 
analysed in the paper.450 

This discussion on poverty and the single hearth is set within a county of open fields 
with pockets of old enclosure. Much of the county was over-laid with heavy clay, with lighter 
soils in the Nene and Ouse valleys, and about 80,000 acres of peat fen. It was on the fens that 
the landscape and economy of the shire had undergone dramatic change with the completion 

                                                 
44311. Car c 10 Quoted in T. Akell, ‘Printed instructions for administering the hearth tax’ in K. Schurer and T. 

Arkell, Surveying the People, (LPS and The Leopard’s Head Press, 1992, p. 39. 
444 Arkell, p. 39. 
445 TNA E 179/122/226. 
446 TNA 179/122/231 ff. 1-192. Many thanks to Peter Seaman who sorted the certificates and compiled the 

catalogue. 
447 TNA E179/122/231 ff.1, 5, 11, 12, 16, 18, 20, 24, 29, 34, 40, 45, 59, 63, 68, 69, 81, 111, 125, 126, 129, 131, 

132, 134, 139, 145, 146, 150, 153, 154, 156, 162, 167, 169, 178, 183, 188, 191, 192. 
448 Wages rates for 1675 are included in the Constables’ Accounts for Great Gransden HA HP 36/5/1. 
449 M. Spufford ‘The significance of the Cambridgeshire Hearth Tax’ (Proceedings of the Cambridge 

Antiquarian Society, Vol.lv 1962) pp. 53-64; D. Neave, S Neave, C. Ferguson and E. Parkinson eds., 
Yorkshire East Riding hearth Tax 1672-3, (The British Record Society, 2013) p. 27. 

450 Despite the limitations of inventories for most of the Huntingdonshire settlements these are the only 
additional source available for enhancing the hearth tax assessments and returns. 
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of the Middle or Great Level drainage. This is illustrated by Jonas Moore’s 1658 map of the 
drained fens which shows that much of Huntingdonshire fenland had been allocated to 
adventurers.451  A short case-study on Stanground in the fens using rate books which list rents 
and land use and can in most cases be related to the number of hearths in the hearth tax will 
add to the discussion of the single hearth and poverty. 

In conclusion the paper will draw together the cumulative strands of the distribution of 
one hearth assessments with the number of exempt one hearths, and will argue that although 
one hearth assessments were more likely to be exempt than those with more hearths, in 
material terms one hearth was not always a badge of poverty.  
 

Catherine Ferguson (University of Roehampton) 
Behind the hearth tax exemption figures for Surrey: a tapestry of local variation, 1664-73 

The 1664 Surrey hearth tax reveals wide differences in the proportions of those listed as non-
chargeable for the tax in each parish, with figures ranging from zero to 77 per cent of total 
households exempt. In some parishes, a higher (or lower) percentage might not be 
unexpected, but in others the figures defy an easy explanation: contiguous parishes sharing 
comparable topography and similar economic experiences might have widely differing figures 
(Oxted 27 per cent and Limpsfield 47 per cent; Newington 77 per cent and Bermondsey 40 
per cent).  

Furthermore, when comparing the 1664 and 1670s hearth tax documents, some 
parishes reveal substantial changes in the numbers of exempt, with Shere and Camberwell 
recording a fall of around 65 per cent and Croydon down by 50 per cent, yet the number of 
exempt more than doubling in Walton-on-Thames, Weybridge and Bermondsey. The parish 
of Chiddingfold experienced a rise of 170 per cent in number of exempt whilst the adjacent 
parish of Dunsfold experienced a fall of 58 per cent.  

The objective of this paper is to seek to understand why these variations might occur 
and it focuses on the non-metropolitan parishes of the county. Surrey was a multifaceted 
county, with isolated villages south of the Downs but with the metropolitan parishes, 
including Lambeth, Clapham and Southwark, to the north.  Complex geology complicated the 
agricultural picture, whilst the development or decline of industries along the Tillingbourne 
and Wandle rivers added to the economic diversity. To what extent, for example, might the 
contrasting Chiddingfold and Dunsfold figures mentioned above be related to the decline in 
the former’s glass industry some years earlier? 

The paper examines additional influences which may have caused the exemption 
figures to differ at parish level and suggests that the number of exempt was affected not only 
by economic factors. There were several changes in the administration of the hearth tax across 
its history and officials struggled to impose uniformity against a background of the muddled 
wording of the legislation. There was a shift in emphasis at government level across time, 
from the individual poverty clause in exemption regulations in the 1660s (which was hard for 
government to control) to the property rental value clause in the 1670s (much easier to 
control), but this was unevenly applied at local level with some officials continuing to grant 
individuals exemption on grounds of personal poverty. Some of the Surrey 1670s certificates 
are particularly illuminating on this matter which would otherwise be a ‘dark area’ of decision 
making. 

In addition, the paper examines the developing and finely-balanced relationship 
between the administration of hearth tax and poor relief at local level. For those parishes 
where poor relief documents survive, they show a much larger population at the lower end of 
the socio-economic spectrum than are visible in any hearth tax returns or exemption 
certificates, with significant implications for population estimates. These documents also 

                                                 
451 Jonas Moore ‘Mapp of the Great Levell of the Fenns, 1658’ (facsimile edition Cambridgeshire Records 

Society) 2016. 



Academic Session I / A 
 

 230 

permit an exploration of why some received a certificate of exemption (and so appeared in the 
hearth tax records) and why some did not. They also permit comparison with a national trend 
where the increasingly efficient management was concentrating more on catching every liable 
householder rather than spending unproductive time on those from whom little or no money 
would be forthcoming. 

In some parishes, evidence of local administration errors, evasion and even 
suggestions of corruption add further levels of complexity. Householders self-declared their 
hearth numbers in 1664, but by 1673 their dwellings were inspected by official receivers, so it 
might not be surprising to discover that in Woking parish 32 per cent of householders listed 
with one hearth in 1664 were listed with two in 1673. In Cranleigh, 34 per cent were in a 
similar situation. A surprising number of parish constables granted themselves exemption for 
the years in which they were responsible for assessing the tax. 

To explore this tapestry of local variation, the paper draws on the full range of Surrey 
hearth tax returns and its 280 non-metropolitan exemption certificates, together with poor 
relief, parish and charity records, probate documents and the Loseley Manuscripts. These 
materials have been used to build up databases of inhabitants for those parishes where 
document survival permits, in order to track the patterns of exemption across the hearth tax 
period. 
 

Keywords: hearth, tax, Surrey, exemption, poor. 
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I/B   Social and Commercial Networks 
 

Edmond Smith (University of Kent) 
Commercial networks, decision making and financial practices in early modern England, 

1575-1630 

From the middle of the sixteenth century the participation of English merchants and investors 
in overseas activities expanded at a revolutionary pace. New trades, colonial enterprises, 
exploratory voyages and manufactures rapidly altered the shape of England’s commercial 
community.  This paper will examine how merchants responded to these changes. First, it will 
outline the commercial networks that criss-crossed these ventures globally; second, it will 
consider the myriad ways merchants made decisions about where, what and who they would 
invest in; and third, it will consider the implications of these changes on financial practices. In 
doing so, it will demonstrate how early modern English imperial and commercial expansion 
were intricately interlinked and suggest how networks and network analysis can be applied to 
understand this expansion more thoroughly. 

The first two sections of this paper will each be drawn on extensive quantitative 
analysis.  In the first, a database of 6,136 merchants sharing over 3 million connections will 
be presented using network visualization tools to reveal the revolutionary growth of 
participants in overseas activities from 1575.452  Showing the complete network year-by-year 
during this period not only shows expansion but also enables us to consider the motivations of 
individual merchants by considering decision making in aggregate.  As such, we can do more 
than rely on outdated assessments of a ‘Levant-East India Company combine’ or 
presumptions that the Atlantic grew out of Ireland with a more holistic understanding of the 
mercantile community.453  This is an important foundation for the second half of the paper as 
it outlines the importance of questioning historiographical assumptions about the role of 
merchants in early modern society and provides considerable quantitative evidence to support 
the re-assessment of mercantile activity that does not presume social standing or political 
ideology were the key motivators in how people made business decisions.454 

The second section of the paper details how different merchants made decisions about 
their participation in overseas activities.  While the first section presents a degree of decision-
making based on attempts at diversification or consolidation, this takes a more detailed look 
at the importance of neighbourliness, sociability and family in the formation of financial 
practice.  First, the role of living spaces and neighbourhood in decision making are 
approached through a database containing leaseholders of Livery Company properties across 
London between 1600 and 1630.  Containing almost 1,000 properties, ranging from small 
apartments to large mansions, these data show the patterns of rental markets in London and, 
when cross-references with the first database, show how individuals’ investment decisions 
were influenced by the people who lived around them.  In particular, it will demonstrate how 
a nexus of properties around Bishopsgate can be used as means for assessing neighbourly 
influence and nuances our understanding of information transfer, business relationships and 
investment mentalities in the early modern world.455  In a similar vein, sociability will be 
noted by considering the influence of social corporations, the London Livery Companies, on 

                                                 
452 This material is drawn from material relating to all trading, colonial and exploratory ventures during this 

period and is supplemented with data from Livery Company, parish, City of London, state and private 
records. 

453 Robert Brenner, Merchants and Revolution: Commercial Change, Political Conflict, and London’s Overseas 
Traders, 1550-1653 (1993); Nicholas Canny, Kingdom and Colony: Ireland in the Atlantic World, 1560-
1800 (1988). 

454 Brenner; Theodore Rabb, Enterprise and Empire: Merchant and Gentry Investment in the Expansion of 
England, 1575-1630 (1957). 

455 A similar approach has been used in relation to the East India Company’s ship captains in Asia - Emily 
Erikson, “Social Networks and Port Traffic in Early Modern Trade” in Social Science History (2015).  
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investment decisions.456  As dense social networks in their own right, these companies drew 
together merchants in numerous ways and were an important locale for merchants to share 
ideas about new commercial opportunities.  Specifically, I will compare investments made by 
members of the Drapers’ and Clothworkers’ companies and reveal how two similar 
institutions had divergent effects on their members.  Finally, building on the former sections, I 
will examine family networks through an examination of the Osborne and Barnes families.  
Each family crossed over numerous social and business networks and the role of family in 
their business decisions offers interesting avenues for considering family ties within the 
multiplicity of networks that underpinned commercial activities in the early modern world. 

Across this paper, therefore, I will present early modern English commercial networks 
through a variety of methodological lenses with particular attention paid to how network 
analysis can help us understand how merchants made decisions about where, what and who to 
invest in.  In doing so we can question a number of enduring historiographical perspectives 
about trade, empire and finance in early modern England. 
 

Aske Brock (University of Kent) 
Company directors’ social networks: Economic change and continuity during the 17th century 

This paper will examine what characteristics trading company directors shared across the 
seventeenth century based on a database consisting of information on 1,257 trading company 
directors who shared thousands of connections. The directors were important intermediaries 
between different institutions, different places and different ideas. These key individuals’ 
networks within the durable format of the trading company provided both innovation and 
continuity in society. The data are primarily from the court minute books of the individual 
companies, but also from probates, court cases, institutional records, personal papers and 
online databases. The database makes it possible to investigate trends across the century, and 
makes it possible to see continuity and connections where others have seen breaks and 
fractures within the commercial community. The paper applies social networks analysis to 
change our understanding of the continuities in the commercial community in the seventeenth 
century. Andrea Galeotti and Sanjeev Goyal have pointed out how individuals’ decisions and 
choices are shaped by colleagues, friends and neighbours created though clustering and by the 
diffusion of ideas in a community.457 By understanding how directors were embedded in 
different networks, it is possible to illustrate how shared interests and diverse experiences 
influenced companies’ strategies and created continuities in the commercial society during the 
seventeenth century. 

Trading companies have received considerable attention regarding the economic 
performance and their connection to modern corporations. Following the focus on economic 
performance, connections between political developments such as the English Civil War, the 
Whig and Tory divide and the Glorious Revolution were investigated in detail with varying 
success. Commonly, differences between company merchants and independent merchants 
have been deemed ideological and as causes for disruption in not only the commercial 
community, but in society as a whole.458 In his oft-cited book Merchants and Revolutions, 
Robert Brenner argues that the division between established company merchants in the 
Levant and East India Company and independent traders in the Caribbean fanned the embers 

                                                 
456 Using network analysis to build on the work of, for example, Phil Withington, The Politics of 

Commonwealth: Citizen and Freemen in Early Modern England (2005); Ian Archer, The Pursuit of 
Stability: Social Relations in Elizabethan London (1991).  

457 Andrea Galeotti and Sanjeev Goyal, “Influencing the Influencers: A Theory of Strategic Diffusion,” RAND 
Journal of Economics 40, no. 3 (2009): 509. 

458 Robert Brenner, Merchants and Revolution: Commercial Change, Political Conflict, and London’s Overseas 
Traders, 1550-1653 (London: Verso, 2003), Gary Stuart De Krey, A Fractured Society: The Politics of 
London in the First Age of Party 1688-1715 (Oxford: Clarendon, 1985), Steven C. A. Pincus, 1688: The 
First Modern Revolution (New Haven, CT: Yale University Press, 2009). 
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of the English Civil War.459 In Brenner’s view, barriers and finite networks, which ultimately 
led to an ideological split, plagued the larger commercial community.460 Instead of focusing 
on continuities and connectivity in the commercial community, Brenner emphasized conflict 
and division. 

More recently, Steve Pincus has emphasized how the differences between, on the one 
hand, the East India and Royal African companies, and on the other those promoting free 
trade, led to a revolution in economic ideology in the period before and after 1688. In Pincus’ 
view, there was a sharp difference between Tory chartered companies and free-trading Whig 
individuals and partnerships. The chartered companies allied themselves with the monarchy 
and shaped James II’s economic policy, while the Whiggish merchants allied themselves with 
parliament and fought the monopolies.461  The focus on political differences between 
companies and merchants overlooks the general economic progress in the period, and fails to 
account for the continuity created by corporate governance and the advantages of corporate 
trade. The paper will offer a new understanding of the relationship between commerce, 
politics and society in seventeenth-century England, and will demonstrate the development of 
company directors as socioeconomic agents, emphasizing the social nature of the early 
modern trading corporation, which in turn leads to a reconsideration of the early political 
economy. 

By examining snapshots of the directors’ networks at times of seeming conflict across 
the seventeenth century, the paper accentuates continuities and provides new ways for 
understanding corporate sociability, as well as cultural and social exchanges in England. For 
instance, the existing narrative of the commercial community during the Interregnum, as 
mentioned above, details how one group of new merchants pushed out old merchants and 
dictated new commercial strategies in the East India trade. However, in 1657, the East India 
Company was re-chartered and the so-called new merchants become the new corporate 
merchants working with the existing directorate. Their networks were intertwined before the 
re-chartering and were formalized by the new company charter. Through analysis of directors’ 
social networks, the social composition of trading companies are better understood, which in 
turn nuances our understanding of institutional as well as individuals’ behaviour. 
Demonstrating how connections between directors of overseas trading companies changed 
over the course of a transformative century provides important insights into how the 
commercial community evolved and how the political economy was formed. 
 

Keywords: trading companies, directors, social networks. 
 

Carol Beardmore (University of Leicester) 
Doctoring Derbyshire: A case study of Edward Wrench, rural GP, 1862-1912 

This paper will, through the diaries of Edward Wrench, further explore and develop the ideas 
of Anne Digby in ‘The Evolution of General Practice’. These diaries of Edward Wrench, who 
lived and worked in Baslow Derbyshire between 1862 and 1912, act as a prism through which 
to study the socio-economic world of the General Practitioner in the latter half of the 
nineteenth century. This paper will examine the difficulties of establishing a successful 
practice and the necessity of a multi-plural income through the monopoly of local 
governmental posts, medical clubs or non-medical incomes. Wrench’s diaries are at times 
almost obsessive about making enough money to keep his house and wife, to bring up and 
                                                 
459 Brenner, Merchants and Revolution, 317. 
460 For a significantly more nuanced analysis of the commercial community in early seventeenth century, see 

Edmond J. Smith, “Networks of the East India Company, C. 1600-1625” (Magdalene College, University 
of Cambridge, 2016). 

461 Pincus, 1688, 372-373. Steve Pincus’s representation of the relationship between Charles II and Josiah Child 
has been scrutinized in Scott Sowerby, “Pantomime History,” Parliamentary History 30, no. 2 (2011): 242. 
Here he points out that the relationship in all probability was not as deep and profound as believed by 
Pincus.  
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school his rapidly growing family, as well as maintaining an assistant and sufficient servants 
to run the house, grounds and care for his horses. Wrench sent his bills out annually but some 
might take several years to settle and the more aristocratic the patient the less likely he was to 
actively seek remuneration. The diaries reveal the importance of securing the patronage of the 
gentry and aristocracy in a given locality. In this case, the local landowner was the powerful 
and influential Duke of Devonshire. Wrench’s house Park Lodge was rented from Chatsworth 
estate and was situated at the gates to the park. He used all his social and business skills to 
ensure that he was the first choice for any estate workers who needed medical treatment. 
Besides their economic importance the diaries reveal the type of cases treated, the difficulties 
of leaving a practice for holidays or family occasions and the amount of time that might be 
spent on horseback traversing upland terrain during adverse weather conditions. Overall this 
paper will concentrate on four broad socio and economic themes. It will explore the income of 
the rural GP, examine the detailed socio-networking which was essential to succeed in 
practice, investigate the impact on family life and survey the types of cases which might be 
treated. Together the diaries provide a unique snap shot and constitute an important source in 
the development of the professional middle class during this period. 
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I/C   Urban History Group Session: 
New Research in Urban History 

 

Anna Feintuck (University of Edinburgh) 
The geography and economics of cartographic publishing in the late 19th century 

This paper explores the dispatches and distribution networks of John Bartholomew & Co. 
between 1890 and 1900 and shows that the distribution of maps can be clearly understood in 
spatial terms. A specific focus on one decade allows the detailed archival material of 
Bartholomew’s dispatch books to be analysed in depth, albeit within the broader context of 
the period c.1880 to c.1920. This decade represents the peak of Edinburgh’s printing and 
publishing industries, when both the number and size of firms were at their greatest, making it 
a particularly fertile period for analysis. It is also the point at which the market for 
Bartholomew maps significantly expanded beyond the previously dominant centres of 
London, Edinburgh and Glasgow. This is the focus of the first section of the paper. Following 
an analysis of the national market for maps, the paper goes on to investigate the Edinburgh 
market, from two interlinked perspectives. First, it looks at the nature and spatial distribution 
of the customer base, which is shown to be diverse but, importantly, consistently so. It then 
focuses on the content of maps sold in Edinburgh: although the customers did not vary 
significantly, the type of maps they ordered did. The demand for local maps decreased, while 
series sheets of Britain and global maps increased. In this respect, the paper shows a clear 
overlap between production, both physical and intellectual (that is, publishing-based decisions 
which related to content), and sales. Overall, the paper demonstrates overlap between 
publishing decisions and sales decisions, as well as interactions between cartographic, socio-
economic and political perspectives. 

Bartholomew’s pattern of dispatches in the 1890s reflected broader industry trends of 
the period, in which printed material came to be dispatched further afield. Prior to this, during 
the eighteenth century, the market for maps in England and France, for example, rarely 
extended beyond the urban centre of their making – that is, London and Paris. Distribution 
networks and, crucially, methods, were not sufficiently established. The market for this 
inherently global (in content) product was, at this point, largely local. By the middle of the 
nineteenth century, the delivery of printed material was possible on both a national and 
international scale; in studies of Britain, this is largely credited to the development of the 
railway system and steam-powered transport. Explanations of growing networks of printed 
material place a primacy on practicalities: changing technology in both production and 
distribution, along with developments in the British postal system, allowed for the delivery of 
books, newspapers, periodicals and maps to take place on a larger scale than ever before. 
There is a clear link between mass production and the expansion of distribution networks. The 
capacity to systematically reproduce greater quantities of maps – linked to the growth of 
lithographic printing techniques – meant there was, quite simply, more need for transport able 
to carry goods in bulk. Alongside this, new transport networks increased the amount of 
potential customers, thereby encouraging larger scale production. More specifically, railway 
systems in particular necessitated in themselves the development of new, specialized maps to 
aid users. Essentially, the period saw spatial horizons broaden. This can be understood both in 
terms of the increasing production and availability of maps, and as a function of widening 
social horizons in the context of broader trends such as increasingly national markets for 
leisure and tourism as well as consumer goods.  The relationship between the production, 
distribution and consumption of maps is multi-faceted and evidently has a spatial dimension. 
Since Mary Sponberg Pedley’s study of the eighteenth century, however, there has not been a 
sustained attempt to understand cartographic markets from a geographical perspective. This 
paper rectifies this omission by considering ‘a range of geographies at a series of scales’ – 
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from the local particularities of production, to further-flung distribution and the eventual 
location of maps – in order to better understand the nature of cartographic production. 
 

Malcolm Noble (University of Hertfordshire) 
The political economy of municipal boundaries: rates, responsibilities and rivalries – 

Edinburgh and Leith, 1830-60 

By the middle of the Victorian era, the boundaries of urban government had been refashioned 
and redrawn in response to a range of pressures. The population of Britain was not only 
growing but was increasingly concentrated in expanding towns. Neither the resources 
available nor the municipal boundaries met the urgent needs for regulation of urban life, or 
management of public health. The challenges presented by the externalities of 
industrialization did not respect political boundaries; neither did infectious diseases; nor did 
criminals stop. The provision of basic services and government had been developed on an 
incremental basis and would come to be seen by many as irrational and inefficient; others 
sought to resist the expansion of the state and the wastefulness of public expenditure.  

Between Edinburgh and Leith there was – and still is – considerable civic rivalry. The 
passing of burgh reform in Scotland in 1833 presented Leithers with a choice: to push away 
from Edinburgh and forge their own path as a substantial independent port town, or to join 
with their bigger neighbour. Unsurprisingly local autonomy and independence were chosen 
over immediate access to Edinburgh’s financial resources. Extensive legal wrangling took 
place in order to determine what ought to be apportioned to Leith, with final settlement only 
reached with parliamentary intervention and sanction in 1838. 

The issue of boundaries flared up again, as Edinburgh Corporation sought to expand 
its borders and merge the police commission powers to tax with the 1848 Police Bill. This 
aimed to simplify administration, reduce the number of authorities, and by expanding political 
borders to reflect the reality of the size of Edinburgh. The proposed bill was an expensive 
failure. It would be nearly a decade later that legislation was passed to merge police powers 
and expand municipal boundaries, and only after prolonged negotiations with a range of 
political bodies and public meetings. An important first step toward unitary authority was 
achieved by this consolidation of powers and expansion of jurisdictions. 

In line with the political culture of the time, extensive discussion took place at various 
meetings and in print – pamphlet wars. These can be seen as framed around a series of 
dynamics, as the arguments for and against consolidated administration reveal much about 
state expansion – both about the apparent logic underpinning it, and anxieties in response to 
it. At institutional and individual levels alike, responses were focused around choices about 
identity, autonomy, responsibility, efficiency, tax burdens and public services. The most toxic 
issue was the hated Annuity Tax which paid the stipends of Church of Scotland ministers. For 
non-conformists, this was intolerable, as they were required to pay again to support their own 
faith. 

This paper demonstrates how complex debates around government were, and prevents 
a framework in which to understand them. By considering discussion of taxation, services and 
location, much is revealed about the political economy in which decisions were made. 
Undoubtedly the fundamental aversion to paying rates underpinned much of the discussion, 
and doubtless resonates with many today; but the reality was much more complex, and by 
considering the motivations, a great deal can be understood about attitudes to state power in a 
formative period in the transition towards unitary authority. 
 

Denise McHugh & Lucy Faire (Open University) 
Urban thrills: Experiencing structural and technological innovation in postwar city centres 

Town centres have long been locations for excitement and novelty; seeing and experiencing 
the latest developments or products both drew people in and made the experience of the town 
centre qualitatively different from either suburbia or the wider hinterland.  From the postwar 



  Academic Session I / C 
 

 237 

era until the devaluation of sterling in 1967, British city centres were sites of rising interest, 
investment and activity.  Reconstruction or redevelopment actively promoted infrastructure 
innovations while rising consumer spending and increasing leisure time saw people spending 
more time and money in city centres.  Local authorities, retailers, developers and planners 
responded with innovations designed to make this space more attractive, more efficient and to 
increase the levels of transactions. 

This paper examines urban innovations in provincial British city centres including 
Coventry, Birmingham, Leicester and Sheffield 1945-70.  Large-scale developments such as 
shopping centres, urban motorways and supermarkets and small-scale automated novelties 
such as vending machines, are considered from the perspectives of the public who used them.  
The experiences of shoppers, commuters and children are revealed through film, photographs 
and testimony to provide insight to city centre usage and responses to urban innovation in this 
period.  We examine the everyday experience of novelty and innovation in the city centre; 
how people used infrastructures and buildings as well as little daily thrills and eye catchers 
and we see city centre users beginning to interact with newly-installed ‘push button’ 
technologies. 

Many city centre innovations including new pedestrian precincts, drive-in services 
including banks, under-cover shopping centres and automation were designed to introduce a 
democratized ease, glamour and novelty to everyday urban life.  Some new technology was 
used to encourage people in the town centre to navigate the space, interact with sources of 
information (in the interests of efficiency) or to promote products and services; other 
innovations were designed to keep commerce and business flowing freely.  How successful 
were these? Did people like them? Did such innovations and novelties reinforce the status of 
the city centre and ensure continued expenditure or did they undermine the local character and 
collective habits producing ‘identikit’ city streetscapes overly focused on retail activity? 

Planning records, local authorities and official sources all suggest that these changes 
were embraced by the public, but film and testimony from city-centre users suggest that their 
responses were dependent on multiple individual factors such as age, time, gender, life stage, 
financial means and people’s reasons for being in the centre.  Collective testimony from social 
media reveals the varied uses and functions of city centres in this period and the importance 
of their roles as transport hubs, leisure locations and spaces for play and pleasure as well sites 
of financial transactions.  The rise of car ownership, increasing mobility and the expansion of 
suburban shopping precincts and commercial property provided increasing choice for 
consumers and threatened city centre sales by the end of the 1960s.  Looking back from the 
current concerns about the future of our High Streets, at the economic crises of the 1970s and 
the mixed results of regeneration in the last decades of the twentieth century, the postwar 
period was possibly the last era when many city centres were places of excitement and long-
term investment; this may have also been the last time that people regarded the city centre as 
‘local’ and felt a collective sense of belonging in this space.  This paper suggests that the 
excitement of the ‘urban thrill’ and the economic were inextricably linked. 
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I/D   Migration 
 

John Killick (University of Leeds) 
Return migration from the United States to Britain, 1815-60 

It has been conventional wisdom for many years that very few migrants – possibly only 1 per 
cent – returned to Europe in the sailing ship era because of the hardships of the voyage. 
Raymond Cohn summarized the best sources in his recent book. ‘Mass Migration under Sail’ 
(2009, pp. 10-11), and concluded that migration ‘in virtually all cases was permanent’. The 
long and hazardous outward voyage made return unlikely, and often there was little to go 
back to. 

Nearly all migration historians agree with this low rate of return, but a minority have 
suggested there was a larger return migration. In particular, Wilbur Shepperson, ‘Emigration 
and Disenchantment’ (1965) researched the biographical accounts of 75 returnees – including 
many famous names – Cobbett, Kemble, Nuttall, Trollope etc. to show what they thought of 
the U.S., and why they left. This is convincing as social analysis, but is too small a number 
for statistical conclusions. Shepperson shows how they came in many varieties – farmers, 
mechanics, professionals etc. – each with personal reasons for return, but it is arguable they 
were a special literary group. 

The aim of this paper is to buttress Shepperson’s case from more mundane sources– 
first from the Cope packets which kept passenger lists from all their eastbound packets – 
about 25,000 names over 50 years. Secondly, by checking the British press for return 
passenger details more fully – which I assume in the pre-digital age Shepperson was not able 
to do, and thirdly from some British government reports in the mid- and late 1850s not yet 
thoroughly utilized. For this see the final section of my article ‘Transatlantic steerage fares, 
British and Irish migration, and return migration, 1815–60’, Economic History Review (2014). 

My thesis is that the return migration was larger than previously thought, and was 
strongly tied to general trade and migration conditions. A small proportion of those attracted 
by the booms fled during the crises and subsequent depressions. This has implications for 
what we think about the transatlantic crossing pre steam – less arduous and horrific than often 
painted – the new packet ships after 1818 made return relatively easy, and even re-emigration 
possible, and on the relative U.S. to Britain contrasts – less marked economically in the east, 
but more socially, than often suggested – with huge differences between groups of course. 

The two charts that follow suggest the hypothetical story based on the Copes’ 
evidence. 

 
Sources: Cope eastward passenger lists; Albion, ‘Square Riggers’, pp. 276-283; Cutler, ‘Queens’, pp. 371-413 
give different versions of packet numbers. 



  Academic Session I / D 
 

 239 

 

The chart above giving return migration as a percentage of immigration is dramatically 
different from the accepted story with a very high return ratio after the panic of 1819, 
substantial returns after the panics of the late 1830s and early 1840s, and a large return in the 
mid-and late 1850s after the huge migration of the late 1840s early 1850s. The high 
percentage peaks are produced by low emigration in depressed years combined with high 
returns. The series are derived by multiplying the numbers of eastward passengers in Cope’s 
passenger books by estimates of the total numbers of U.S. packet ships – from Albion and 
Cutler – and then expressing this as a percentage of total British immigration to the United 
States. 

This account is immediately qualified by inspecting the second graph and 
remembering that migration only really started to swell from the early 1830s. Supposing 
Copes’ figures are representative, return migration was about one-tenth of in migration 
throughout the period, but even when the proportion was very high in several years in the 
1820s the total numbers returning were very small – too small to have large demographic 
effect – though interesting in terms of how both contemporaries and later historians perceived 
the United States. However from the mid-1840s on the actual numbers returning were 
substantial, and were possibly large enough to have significant demographic effects. 

 
Sources: Cope eastward passenger lists; Albion, ‘Square Riggers’; Cutler, ‘Queens’.  

 

These series generally fit well into the general trade cycle of the period except that the peaks – 
in 1822-5 – perhaps come too long after the 1819 crisis. This could resemble an earlier 
version of the 1850s return peak which came several years after the inward peak as 
presumably migrants discovered their mistake. However the Cope Line and several New York 
lines only commenced an organized service in 1822, before which most eastward passengers 
were carried by a regular ships, and their numbers not recorded. The return peak in 1822 may 
therefore have started in 1819. The return peaks in the 1830s 40s and 50s appear to fit well 
with the trade cycle history of the period. 

The large remaining task for this paper is to support the Cope figures from more 
general sources. Can a reasonable case be made that they are representative? Unfortunately 
there are no British equivalents of the excellent U.S. Passenger Lists until the late nineteenth 
century. However the British press did make occasional brief references – hidden in long 
dense columns – to returning migrants. I have therefore searched digitally for as many 
references as possible using combinations of the search terms ‘emigrants’, ‘return’, ‘New 
York’. Fortunately more and more London and provincial papers are now on line for 
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genealogical purposes, and these produce a substantial number of short notes documenting 
return migration. It was often a political issue because the British Tory press loved to repeat 
stories of returned migrants failed in the wicked democratic U.S. returning to Old England. 
These provide some support for a substantial return migration from 1816 to 1820, are thin in 
the 1820s and early 1830s, but increasingly convincing from the mid-1830s.  Substantial 
returns are well documented in government records in the mid- and late 1850s. 
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Gaspare Tortorici, Gaia Narciso (Trinity College Dublin) & Rowena Gray (UC Merced) 
Globalization, agricultural markets, and mass migration, 1881-1914 

The consequences of rising import competition for labour markets have been extensively 
explored in the recent literature. This paper uses a historical case of market opening, and 
shows how market globalization forces interacted with international migration choices 
between 1881 and the outbreak of the First World War. We present new data on historical 
Italian emigration at the province level and document that emigration rates varied 
substantially by locality, which has been largely unexplained in the literature. Indeed, 
provinces were differentially exposed to global forces according to their initial-year crop 
intensities. We explore the determinants of these outflows, focusing on globalization forces 
alongside more traditional explanatory factors such as migrant stocks and landholding 
structures. We find that migration was positively related to an index of exogenous global 
prices, which we interpret as an indication that most Italians were still in a poverty trap and 
lacked the funds to migrate unless agricultural incomes reached a sufficient level. 
 

Keywords: Age of mass migration, determinants of migration, agricultural shocks. 
JEL Codes: N93; N13; F22; O15 
 

Kentaro Saito (Kyoto Sangyo University) 
Two integration processes in the labour market of skilled workers: British engineers, 1865-

1914 

In standard theories of economic growth, markets are thought to be integrated as 
industrialization proceeds. Recently market integration is one of the well-researched areas in 
studies of economic history, and analytical techniques for it are being expanded 
considerably.462  However, while most of the researches have explored product and financial 
markets, there are relatively few studies on labour markets, focusing only on traditional types 
of workers, such as carpenters and agricultural labourers.463  Against this background, this 
paper deals with a more modern section of skilled workers, engineers; one of the typically 
skilled in the British industry of the nineteenth to the early twentieth centuries. The major 
target of this paper is to illustrate that labour markets of engineers were being almost 
continuously integrated throughout the period, and then, to demonstrate that this integration 
process can be divided into two dimensions. Market integration is certainly a “multi-faceted” 

                                                 
462 G. Federico, ‘How much do we know about market integration in Europe?’, in Economic History Review 65, 

2(2012). 
463 G.R. Boyers and T.J. Hatton, ‘Regional Labour Market Integration in England and Wales, 1850-1913’, in G. 

Grantham and M. MacKinnon (eds.), Labour Market Evolution: The Economic History of Market 
Integration, Wage Flexibility and the Employment Relations (London, 1994). 
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process and this paper discusses that the two dimensions were led both by market forces and 
by institutional ones, using newly developed time-series statistics, such as multiple structural 
break test.464 

This paper shows the discussions above in mainly the following three sections. Firstly, 
we document and explore the movements in wage rates of skilled engineers, i.e., fitters and 
turners, in more than 70 British cities and towns from 1865 to 1914, based on the archives of 
the Engineering Employers Federation (EEF), to show patterns of inter- and intra- regional 
integration. Although the EEF was established in 1897, it had a statistics department and 
collected wage-data of employees in their federated firms, tracing back to the middle of the 
nineteenth century. We have examined the integration of engineers’ labour markets both on 
the level of nominal and real wage rates over the years, and then, applied multiple structural 
break tests to both series, with a result that two structural breaks, 1879 and 1896, are pointed 
out in the integration of the real wage level. 

Secondly, we consider the link between labour market integration and skilled workers’ 
migration. Migration of workers between regional labour markets is thought to have been a 
strong impetus for market integration on the national level. And, the migration of skilled 
workers between towns, or ‘tramping’ has been well-documented by previous research.465 
However, this research has not been thoroughly combined with data for wage movements. 
This paper demonstrates data constructed from the travel records of the Amalgamated Society 
of Engineers (ASE), which recorded about 254,000 sets of travels of its members over more 
than 500 cities and towns in England, Scotland, Ireland and overseas countries, from 1865 to 
1914. Thus, we explore how and why the skilled workers travelled around responding to 
economic situations in the labour market and other social factors. There have been many 
discussions to link between craftsmen’s tramping with unemployment while some other 
stressed its cultural backgrounds.466 On the other hand, this paper examines the relationship 
between integration and migration, focusing on the first break, 1879, which was a peak of the 
industrial recession for the engineers. 

Finally, we consider the integration from the view-point of institutional and 
governmental factors. In the late nineteenth century, a new collective bargaining system was 
introduced at national and regional levels and began to influence drastically the labour market 
in general, and then on that of engineers. Here, the second break, 1896, was a symbolic year 
and has an actual meaning because there were considerable changes taking place in 
institutional and governmental aspects of industrial relations in engineering around this year. 
We discuss how the establishment of new institutions, such as the EEF, and state intervention 
in industrial relations, such as policies by the Board of Trade, influenced on the labour 
market, pay-determination and the labour market integration.467 

By discussing these points above, with the newly constructed data and new statistical 
techniques, this paper aims to add new dimensions to the discussion of labour market 
integration, and market integration in general. 
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I/E   Gold Standard 
 

Paolo di Martino (University of Birmingham) 
Re-thinking the geography of the International Gold Standard, 1870-1913 

The standard narrative of the International Gold Standard argues that in the decades up to the 
First World War the vast majority of economies linked their currencies to a fixed amount of 
gold, establishing a de-facto system of fixed exchange rates. Countries, especially at the 
periphery, often suspended currency convertibility, but the stability of the core represented a 
powerful magnet towards which all countries tended to gravitate. 

This view, however established, relies on two pillars: firstly, the system tends to be 
observed from what happened at its core (France; Britain) rather than in the totality of the 
world economy; secondly, gold convertibility is usually analysed as a fixed situation in which 
paper money was convertible into a given amount of gold, a metal in which banks of issue of 
various countries kept their reserves. It is on the basis of this definition that the property (true 
or alleged) of the gold standard have been traditionally analysed and discussed. 

This view forgets two very important facts: the first one is that, for the majority of the 
countries of the world, the gold standard years are characterized by continuous tensions and 
difficulties with the result that formal adherence to the system was, at best, sporadic. Even 
more importantly, what we defined the “gold standard” was not a standard situation, rather a 
system of creative and ingenious adaptations to a rigid rule. In fact, at the periphery, the “gold 
standard” meant very diverse things such as metallic convertibility of bonds but not of paper 
money, shadowing of the exchange rate without formal adherence to the system, use of two or 
even three metals as guarantee, and so on. 

The full understanding of the functioning of the international gold standard thus needs, 
first of all, a re-thinking of its geography that goes behind the standard view.  The aim of this 
paper is to provide such “geography” by looking at when and, more importantly, how 
countries on the periphery or semi-periphery of the world economy joined the system.  

The paper uses an original source (Société de Législation Comparé, Annuaire de 
législation étrangère, 1872 to 1956) available electronically from the French National Library 
and reporting, for each year, the main laws and legal changes that occurred in all countries of 
the world. On the basis of this information, the paper provides a database analysing when 
countries adopted a given standard (gold; silver; bimetallic) and the rules about reserves to be 
kept, in terms of amount but also in which metal. 

The paper shows that the standard view of the gold standard hides a much higher 
degree of diversity than we usually think, opening the door for more complex explanations of 
its functioning. 
 

Alba Roldan (University of Barcelona) 
Why was the European Southern periphery unable to remain inside the Gold Standard? 

In the wake of the European Southern periphery problems, economists around the world have 
focused on the experiences during the gold standard in order to learn lessons from them. In 
this respect, the study of common structural economic problems in the Southern economies in 
this period draws renewed attention in order to solve them. Have these economies the same 
problems? How are they recovered in economic depressions? 

This paper is an attempt to draw an overall picture of the real possibilities that these 
peripheral countries had to enjoy the gold standard.  The main objective of this study is to 
analyse the common structural problems of Italy, Portugal, and Spain between 1865 and 1913 
(Classical Gold Standard period). 

Between 1865 and 1913, major world countries had the gold standard as a monetary 
system. Portugal, Italy, and Spain were incapable of being in the gold standard for a long 
period. All these countries had recurrent deficits in budget balance and in their current 
account balance. Having these problems made it impossible to follow the gold standard. 
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Because of that, they had a higher price level and the exchange rate suffers devaluations in 
different periods. 

Problems in the balance of payments made it difficult to obtain gold. The control of 
the balance of payments was an important element to maintain the stability of the exchange 
rate. The insufficiency in the Treasury resources was the other main factor that made the 
linking of the periphery with the gold standard unviable. The fiscal deficit helped to 
unbalance the external accounts that were paying off with repeated exits of cash. On the other 
hand, the situation of the state finance subordinated the monetary policy to the fiscal needs 
(Tortella 1994, p. 325). This could affect the exchange rate in the form of depreciation 
because the amount of money in circulation depended, above all, on the loans of the different 
issuing banks to the government. 

Spain did not implement the gold standard because of the panic that its politicians and 
the Bank of Spain had that the deficits of the balance of trade and the budget caused a massive 
exit of gold if it adopted a monetary system of free circulation of capital (Tortella 1994, 
p.324). 

In Spain, it can be observed that, as the debt increased, the exchange rate depreciated 
due to the increase in the circulation of money and, conversely (Sarda 1936, p.34, Tortella 
1994, p.325). The deficits and the need to finance the debt caused an increase in money in 
circulation. Money in circulation followed a very similar behaviour to the evolution of public 
debt due to the need to finance the debt (Sabaté, Gadea & Escario 2006, p.328). 

Spain suffered recurrent deficits in the balance of payments with two exceptions of 
four years each. Prados de la Escosura (2010) has explained these. Sarda (1987 p.205) and 
Llona (2001 pp.156 and 168) consider that the problem of the exchange rate was in the 
balance of payments and that the difficult situation of this derived from the position of Spain 
as a debtor country. Sardà (1987 pp.184, 185, 193 and 210), and Tortella (1974 p.480), point 
out that this made access to the gold standard impossible. 

The agrarian crisis put an end to the role of agriculture as an engine of exports in Italy 
(Pitocesi & Rinaldi 2014). Accumulated trade deficits represented an important percentage of 
the national product. Frattiani & Spinelli (1984) and Spinelli (1988) focus the explanation on 
the balance of payments in the difference between the effective money supply and the desired 
money supply within the framework of the monetary theory of the balance of payments. 

Fenoaltea (1988 and 2011) highlights the role of the decisions made by investors in 
the core countries on the profitability and risks of the national investment and foreign 
investment. According to Fenoaltea, the lira remained strong when there were trade deficits 
and capital inflows. On the contrary, it was weak when trade deficits and capital flows were 
low. The movement in the real exchange rate tended to be parallel to the movement in the 
commercial deficit and the capital flows and the trade deficit was determined mainly by 
capital imports. 

Frattiani & Spinelli (1991) point out a direct relationship between the fiscal balance 
and monetary policy. Budget deficits were financed by an increase in public debt. Favero and 
Spinelli (1999) and Gallo and Otrando (1998) find that the growth of the money supply was 
endogenous to budget deficits. The large budget deficits were the culprits of the abandonment 
by Italy of the gold standard. 

Portugal was not a member of the gold standard with standard behaviour. Between 
1850 and 1891, it suffered deficits in both the budget and the balance of payments. Portugal 
did not monetize the debt and use long-term borrowing in the domestic and foreign market. 
Between 1863 and 1887, the percentage of debt over GDP in the long term doubled. Capital 
inflows through the increase of remittances from emigrants living in Brazil improved the 
balance of payments (Reis 2007, p.9). The economy was a receiver and exporter of gold from 
the money supply in circulation (Lains 2007, p.495). The state suffered a crunch of liquidity 
in the spring of 1891 and abandoned the gold standard by resorting to the Bank of Portugal to 
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increase the number of bills in circulation. The bank could not acquire more gold and 
suspended the payment of the debt in 1892 (Mata & Valerio 1998). 

They are three countries with a low level of industrialization and little manufacturing 
export capacity. Thus, the agrarian crisis of the last century caused a serious problem for their 
economies. The three economies enjoyed greater stability and growth during the first years of 
the twentieth century. The problems were the same for the three economies; however, 
Portugal would have a different behaviour due to the management of its debt and its 
subsequent suspension of payments while Italy and Spain monetarized the debt. All benefited 
from remittances, although Italy and Portugal did so largely. My analysis sheds new light on 
what happened in the Southern European periphery during the Classical Gold Standard. It 
shows that they have common weaknesses. 
 

Jagjit Chadha & Jason Lennard (National Institute of Economic and Social Research) 
The great slump and depression: Can we explain the U.K. interwar experience? 

Using the outputs of a new dataset put together as part of a project at the U.K. Economic 
Statistics Centre of Excellence (ESCoE) we examine the causes of changes in interest rates 
and output in the interwar period and assess contemporary debates and also that between 
Freidman and Schwartz and Temin.  We find a dominant role for shifts in the money market 
(LM) schedule rather than the IS (spending) schedule in the period leading to the return to the 
gold standard and also following the Wall Street crash.  The interpretation though is complex: 
in the period of the Great Slump monetary policy contributed to the depth of the recession but 
after 1929, monetary policy may have alleviated the worse effects of the global slowdown. 
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I/F   Innovation and Industrial Revolution 
 

Anton Howes (King’s College London) 
The spread of improvement: How innovation accelerated in Britain, 1547-1851 

In the three centuries after the reign of Henry VIII, the British Isles emerged from civil wars, 
invasion threats, and religious strife to become the world’s technological leader. How did 
innovation accelerate? I studied the people responsible, the innovators themselves, using a 
sample of 1,452 people in Britain who innovated between 1547 and 1851. The sample is the 
largest of its kind, fully incorporating older lists and adding almost six hundred new names 
from a variety of sources. It also provides a fuller picture of innovation before the “classic” 
period of the industrial revolution by including innovators of the late sixteenth and early 
seventeenth centuries. The sample is, moreover, the most closely researched: it goes beyond 
the use of biographical dictionaries to also include information found in memoirs, letters, 
newspapers, genealogical records, and other archival sources, thereby allowing for the 
recovery of information about hundreds of hitherto near-anonymous innovators. It has also 
allowed for the collection of new types of data, including innovators’ locations, the content 
rather than just the level of their education and training, their actions to share innovation 
further, and their connections to other innovators. The paper thus presents the most detailed 
and comprehensive portrait to date of the innovators responsible for the British industrial 
revolution. 

The paper charts the emergence and spread of an improving mentality, identified in 
innovators’ memoirs, correspondence, and other writings. I then trace the transmission of this 
mentality from person to person and across the country. The educated – savants – often 
acquired it when they read about and understood innovation in the abstract, adopting 
accompanying beliefs about progress. As Margaret Jacob and Joel Mokyr have identified, 
they spread these beliefs (along, I argue, with the mentality), to those who were more 
practical, the fabricants. But the mentality also spread without necessarily taking with it the 
beliefs that it originally rested upon; the paper documents how it was transferred through 
emulation, from fabricant to fabricant. What was transferred between these practical people 
was not just useful knowledge, or even some skill or special understanding, but the practice of 
innovation in general. Useful knowledge spread too, but what the paper identifies is the 
spread, alongside it, of a mentality that could be applied to anything: innovators saw room for 
improvement where others saw none. The paper shows that the mentality could be received by 
anyone, and it could be applied to any field – anything, after all, could be better. But what led 
to innovation’s acceleration was not just that the mentality spread: over the course of the 
eighteenth century innovators became increasingly committed to spreading the mentality 
further – they became innovation’s evangelists. The paper outlines how by creating new 
institutions and adopting social norms conducive to openness and active sharing, innovators 
ensured the continued dissemination of innovation, giving rise to modern economic growth in 
Britain and abroad. 
 

Harilaos Kitsikopoulos (Unbound Prometheus Program / Democritus University) 
Coke blast furnaces and steam power in Britain, 1774-1800: A study on the diffusion of 

complementary technologies 

The British iron industry was in a precarious position at the dawn of the eighteenth century 
facing stiff competition from lower cost Swedish and Russian imports. In contrast, by 1800 it 
was at the forefront of technological innovation and one of the driving engines of the 
industrial revolution. The key developments behind this transformation were the introduction 
of two complementary technologies, coke blast furnaces and the utilization of steam power. 
This paper traces the determinants in the diffusion of the former technology which, in turn, 
became the platform for the diffusion of the latter one. 
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The diffusion of coke furnaces started in earnest c.1750, accelerated from the 1770s 
on, and came very close to entirely displacing charcoal ones by 1800. To appreciate the 
contours of this diffusion path we have to compare the Average Total Costs (ATC) and the 
prices of the two types of furnaces. Coke furnaces not only had to achieve lower cost but the 
price of their pig iron had to be lower by at least £1-2 given its inferior quality; its higher 
silicon content raising the production cost of bar iron in the forge. Data on ATC show that 
charcoal blast furnaces produced at a lower cost through the 1740s with the tide turning by the 
next decade. However, the price of coke pig iron fell to the desired level during the last 
quarter of the century ushering the acceleration in the diffusion of coke furnaces. Behind the 
decline in the cost and price of coke pig iron was the dramatic increase in physical 
productivity. Mean annual output doubled during the course of the latter half of the century 
driven by technological innovations such as the introduction of cylinder blowing machines 
and steam engines. On the other hand, charcoal furnaces scored some imperceptible and short-
lived improvements in productivity with the exodus of the least efficient producers before 
returning to their mid-century levels by 1800. 

The technological improvements introduced in coke furnaces raised the entry cost in 
this sector. The paper quantifies the threshold level of output at which MC = MR which rose 
during the last quarter of the century. Specifically, the introduction of technological 
innovations and the growth in the size of furnaces raised the amount of time it would take to 
defray the higher cost of the initial investment, from 2.3 to 3.2 years. However, this higher 
entry cost did not prove to be a major obstacle for the diffusion of coke furnaces operating in 
the context of firms which had achieved gigantic sizes through vertical and horizontal 
integration financed by very robust returns on capital. 

Steam power was an indispensable technology to coke furnaces. It provided a much 
stronger blast and boosted annual output by decreasing drastically the amount of time 
furnaces were idle due to maintenance. The diffusion of steam power moved, as one would 
expect, along parallel lines with the diffusion of coke furnaces. The number of acting coke 
furnaces added during the last quarter of the century slightly exceeded 100. The total number 
of steam engines added to power these furnaces during the same time reached 65, a figure 
which certainly underestimates the degree of penetration of this technology since there are 
engines in a revised version of the Kanefsky database whose function is not known and others 
which are specified as “water-returning” some of which must have been used in blast 
furnaces; and in light of the fact that many engines powered more than one furnace, one 
appreciates the nearly complete dominance of this power source in iron smelting. 

In terms of specific models, Newcomen engines held the lead in preferences due to the 
familiarity of potential adopters with their working mechanism and the fact that their annual 
operating cost was a bit lower compared to Watt engines if coal could be fetched from short 
distances which was often the case. Watt engines, on the other hand, were chosen when 
maximum blasts were desired or when the engine was called to power more than one furnace. 
 

Keywords: eighteenth-century Britain, technological diffusion, coke blast furnaces, steam 
engines. 
 

Karin van der Beek (Ben-Gurion University), Joel Mokyr (Northwestern University) and 
Assaf Sarid (Haifa University) 
Wheels of change: Skill biased factor endowments and industrialization in 18th-century 

England 

This study offers an explanation to Lancashire’s prime role in the industrial revolution based 
on a theoretical and an empirical spatial analysis of England’s geographical features and of 
the evolution of its mechanical labour force. The study emphasizes the important role played 
by the general expansion of the English textile industry in the eighteenth century and its effect 
on the evolution of a highly skilled mechanical labour force, and argues that this was the main 
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force behind the significant technical improvements in this period. We claim that England’s 
industrialization eventually came to be heavily concentrated in Lancashire (and in the West 
Riding) rather than in the other major textile centres (i.e. Norfolk, Suffolk, and 
Cambridgeshire in the east, or Devon, Gloucestershire, Wiltshire, and Somerset in the south-
west), because Lancashire had both the necessary natural resources for the implementation of 
mass production technologies (i.e. appropriate river flows for watermills, and coal provisions 
for steam) and it happened to specialize in cotton, which fibres were more suited for 
mechanical handling and therefore benefited more from the implementation of mass 
production technologies. Thus, Lancashire’s industrialization was the result of its 
specialization in cotton combined with its availability of natural resources. 

We use various sources of data to show that textile production, as a whole was more 
extensive in agriculturally fertile counties. The early textile industry depended amongst other 
things on agglomeration and on machinery operated by mills (mainly fulling) and agricultural 
areas were suitable as they were both more heavily populated, and more abundant in 
millwrights, a group of highly skilled mechanics whose occupation is planning and building 
mills or setting up their machinery.468 Using the potential for wheat growing as an 
instrumental variable we also find that the number of wrights increased with the general 
expansion in textile production while technical improvements were also taking place. Since 
for various reasons cotton textiles were more strongly affected by these improvements, their 
price declined rapidly, increasing exports and the benefits from the implementation of mass 
production technologies. Soon, spinning machinery was housed in water-powered mills on 
streams and the need for more power stimulated the production of steam-powered. Although a 
number of counties had one of the necessary conditions for industrialization, only Lancashire 
had all of them. 
 

                                                 
468 Merriam Webster. 
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I/G   Regional Integration 
 

Luciano Segreto (University of Florence / Gdansk University of Technology) 
The magic triangle of Gdansk: Forests, timber traders, and international markets, 1870-1939 

The geographical position of Gdansk on the south bank of the Baltic Sea, at the mouth of the 
Vistula River, the mixture of different kinds of professionalism (merchants, traders, insurance 
companies, shipping companies, etc.), the presence of business men of different nationalities, 
religions, and languages (German, Polish, English) having business and personal contacts 
with foreign partners in Western Europe has historically given the town and its port a huge 
importance since the era of the Hanseatic league. Symbolic and effective meeting point for the 
outlet of many commodities (until the early nineteenth century mostly grain and cereals) 
coming from Pomerania and some other regions of Poland, from the mid-nineteenth century 
the port of Gdansk played an important role also in international timber trade. The destination 
of the timber shipped from Gdansk was first of all London. Great Britain has been the biggest 
wood consumer for centuries, while a series of countries around the Baltic Sea (today’s 
Scandinavian countries, Poland, and Russia) also contributed to provide the same 
consumption market.  The role of the Nordic countries has been studied quite well, 
particularly in the early modern history (sixteenth-eighteenth centuries). By contrast, the 
importance of Poland and of its forest resources, particularly for the period between the first 
globalization (1870-1914) and the Second World War, when timber became part of the 
industrialization process in advanced as well in peripheral countries, has been totally 
neglected by the literature on the international timber trade. The basic research question of 
this research project is to outline the complex relations existing between the forests 
administration in the Pomeranian region (until 1918 managed by the Prussian government), 
the timber merchants, and the articulated organization of the timber exports to the 
international markets.  The paper will outline also the price dynamics, the complex 
relationships between local traders and the international partners in London, as well as the 
impact of the timber trade activity in the Pomeranian region, both during the Prussian period 
and during the interwar years. After the Treaty of Versailles and the birth of the League of 
Nations, the port of Gdansk, fundamental economic asset of the Free City, was challenged in 
its monopolistic position by the decision, taken by the Polish government, to develop a new 
port in Gdynia, only 10 miles away. The entire organization and the commercial and financial 
network were reorganized. However, the geographical position of Gdansk, directly connected 
with the Vistula River, gave the town and its port some structural advantages. 

The research is using many archival resources starting from the Gdansk State Archive. 
Other archival sources include British ones (because of the role of the English market), the 
Swiss, the Swedish, and the Finnish public and business archives (because of the international 
agreements among the timber traders). A wide grey literature and a series of international 
business journal of that period, such as the weekly “International Timber journal” are 
completing the list of sources of this research. 
 

Mikael Olsson & Mikael Lönnborg (Södertörn University) 
Trade and foreign direct investment in the Baltic Sea Region, 1990-2015: lessons from 

attempts at regional integration in post-communist Europe 

It has been suggested that regionalism is defined “as an economic process whereby economic 
flows grow more rapidly among a given group of states [in the same region] than between 
these states and those located elsewhere”.469 In this paper we approach the economic 
underpinnings for the Baltic Sea Region by analysing the developments with regard to trade 

                                                 
469 Mansfield, E.D. & Milner, H.V. (1999), “The New Wave of Regionalism”, International Organization, 

53(3): 589-627 (p. 591). 
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and investment in the quarter of a century that has passed since the fall of the communist 
regimes that divided the European continent. 

The paper offers a novel use and presentation of data on two potentially important 
factors for regional integration; that is, trade and foreign direct investment. It adds to our 
understanding by combining national data with insights offered from case studies. The main 
question asked is whether developments with regard to investments and trade are in 
congruence with the notion of the building of an integrated region? In short, does it make 
economic sense to talk about a Baltic Sea Region or is the east-west divide still omnipresent? 

The question of what drives integration is pertinent against the backdrop of current 
discourse where globalization and factor mobility are increasingly being questioned. In the 
light of this it is of interest to see what lessons can be drawn from this very recent experiment 
in (re)uniting a once divided continent. For example, to what extent have the developments 
with regard to foreign direct investments proved sustainable? What sectors are leading the 
way and which are lagging? What divisions remain to be tackled? 

The structure of the paper is such that it starts off with an introduction followed by an 
overview of the policy initiatives taken to (re)unite this particular part of Europe. In the 
section to follow, the starting point for potential integration is outlined as we look at the 
economic reforms that moved the region from Cold War isolation to a process of economic 
transformation. The main thrust of the paper then comes in a section where developments 
with regard to trade and foreign direct investment, in turn, are analysed through a novel use of 
existing sources. 

The concluding section summarizes the lessons learned from this episode of 
(attempted) regional integration. In particular we believe there are important insights with 
regard to the relevance of existing theories on foreign direct investments. Also, the post-
communist developments cast new light on the (side) effects of the much heralded policies 
with regard to mass privatization. 
 

Jakob Schneebacher (Yale University / University of Oxford) 
Governance in heterogeneous societies: Lessons from 19th-century Switzerland 

The choice between federal and unitary states is understudied in economics. This is especially 
true for states that are ethnically or otherwise heterogeneous. In this paper, I adapt the 
Alesina-Spolaore jurisdiction-size model to understand the optimal level of public good 
provision in heterogeneous societies. I show that public goods with strong economies of scale 
and no identity component should be supplied at the federal level, and public goods with 
strong identity characteristics at a lower level. Homogeneous subdistricts will supply these 
goods at a higher level of government than heterogeneous ones, and will supply larger 
quantities of the public good. If the government can commit to giving subdistricts the ability 
to reappropriate responsibilities in case of increasing identity salience, more public goods will 
move to the federal level. Empirically, I test these predictions in the context of nineteenth-
century Switzerland, where the Constitution of 1848 introduces both a federal structure and 
the power to change the locus of public good provision via direct democracy. Using close 
referenda during 1848-1914 as event studies, I show that the data supports the predictions of 
the model. Additionally, I find that exogenous shocks to ethnic salience in Switzerland are 
associated with efforts to shift public good provision, and that time trends across levels of 
government are consistent with the model. 
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II/A   England’s Old Poor Law at Local Level 
 

Richard Hoyle (University of Reading) 
How bureaucratization created a problem: poor relief in Shrewsbury and the liberty of 

Shrewsbury, c.1629-40 

Drawing on an unnoticed archive, this paper adds further weight to a developing orthodoxy 
which suggests that the 1630s were of especial importance in the development of poor law 
institutions in Midland and northern England. The borough of Shrewsbury can be shown to 
have had developed poor law institutions before 1600. In the 1630s the borough authorities 
insisted that formal relief institutions were established in the liberty of Shrewsbury (the rural 
area over which the borough had jurisdiction) and annual accounts submitted to the mayor of 
audit and approval. These initially uncovered informal arrangements for the support of the 
poor which were converted into money payments; rates were levied for the first time. That 
this was a new initiative is revealed by objections from some of the villages who resented the 
intrusion of the borough into their affairs. The consequence was that poor relief became 
monetized, but also that many more individuals became caught within its net. In this respect it 
may be said that bureaucratization and formalization of arrangements both discovered but also 
helped create a problem. 
 

Henry French (University of Exeter) 
‘Repairing the roof in a hurricane’: The limits of retrenchment in three English parishes, 

1765-1834 

William Windham’s phrase about constitutional reform in the wake of the French revolution 
also applies to parishes’ attempts to limit relief expenditure during the Napoleonic war and its 
aftermath. Policy debates about rising relief levels are well-known, but this paper looks in 
detail at the practical efforts of three parishes to arrest or slow down the increases in relief, 
and assesses the severity of poverty in this period by illustrating why these restraints were 
unsuccessful. 

It examines all relief recipients in Terling, Essex, Butleigh, Somerset, and Cannock, 
Staffordshire in this period, and analyses the changing age and gender composition of relief 
recipients, and variations in relief levels and per capita payments. The study is based on 
311,888 relief payments to 3,773 individuals. These three parishes provide an effective cross-
regional comparison, because although they had populations of broadly comparable size (1-
2,000) and with similar dynamics, they were located in very different regions. By the 1760s, 
Terling, near Chelmsford, had become an ‘estate-village’, controlled by the Strutt family. 
Agriculture and associated rural crafts were the only sources of employment, and the late 
eighteenth-century decline in the East Anglian cloth industry dramatically reduced the 
employment available to rural women and children. Butleigh, near Glastonbury, was also 
largely under the control of landed families, and primarily agrarian in character. Unlike 
Terling, the parish was not a nucleated settlement, and was split between Butleigh village and 
manor, owned by the Grenville and Neville-Grenville families, and the detached hamlet of 
Butleigh Wootton in its north-west corner, owned by the Hood family. By contrast, Cannock 
was already on a very different economic trajectory to the two southern parishes. Settlement 
was dispersed between Cannock itself and the hamlets of Hednesford, Leacroft and Cannock 
Wood, and all abutted the rising wood-pasture terrain of Cannock Chase. Like Terling and 
Butleigh, agriculture remained the primary occupation, and the Marquises of Anglesey were 
the major landowners in the region. However, extensive, but small-scale coal mining was 
being conducted in the later eighteenth century. By the first decade of the nineteenth century 
edge-tool manufacture had begun at Wedge’s Mill. The town was also a posting halt for 
coaches travelling from London and Birmingham. 

The scale of poverty was greatest in Terling, which formulated the most elaborate 
policy responses, including direct food-aid 1800-1, family allowances after 1808, and 
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roundsmen-type systems after 1822. Cannock overseers attempted to restrict outdoor relief 
after 1802, and used the parish workhouse extensively. By contrast, Butleigh experienced 
fewer acute increases in relief, and retained a traditional system based largely on pensions, 
with no parish workhouse. The paper places these efforts in the context of growing demand 
for relief, rising working-age underemployment and wage insufficiency, and illustrates how 
efforts to restrain or reduce expenditure were reasonably effective until they were undermined 
by the unprecedented economic conditions experienced between 1815 and 1819. 
 

Samantha Shave (University of Lincoln) 
‘I am more than ever convinced of their utility’: The role of the land steward in the 

establishment of the early 19th-century deterrent workhouse 

Recent research has demonstrated how important networks of knowledge were in spreading 
both policies and ideas of ‘best practice’ under the poor laws. Shave (2017) identified that 
there were several mechanisms by which ideas about the old poor laws spread from place to 
place. There was a stream of correspondence flowing between overseers, workhouse 
committee Guardians and contractors, exchanging information and ideas. These men also took 
to their horses and boats with their notebooks, visiting particularly successful workhouses and 
implementing new ideas on their return. Publications, in the form of pamphlets, were also 
important and there is clear evidence that they were read and their ideas were applied. What 
remains somewhat under researched, however, is the role and methods of land stewards in 
obtaining knowledge to establish workhouses for landowners. Using a rare bundle of very 
detailed letters between a land steward and a landowner establishing a new welfare regime, 
this paper sheds light on these processes. The workhouse was established on the Sapcote 
Estate in Leicestershire by John Turner Frewen, who resided in Brickwall, Northiam in East 
Sussex. Frewen was in correspondence with William Spencer, his land steward based in 
Leicestershire, discussing motivations for establishing a workhouse, the policies and practices 
to implement, and also the reception of the workhouse amongst their parishioners and the 
impact it had on requests for relief. There are some key policy transfers, between the East 
Sussex and Sapcote workhouse regimes, as well as policy transfer between other workhouses 
which Spencer corresponded with and visited. The case study provides us with an idea of how 
important land stewards were in the economics and politics of parish welfare regimes at a 
time of crisis in the national system. Furthermore, this paper furthers the thesis that there were 
clusters and islands of particular types of relief regimes across England under the Old Poor 
Law, a perspective which questions and complicates the idea that welfare during this time was 
regional in character. 
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II/B   Capital and Empire 
 
 

Nadeem Aftab (University of Northampton) & Tehreem Husain (UCL) 
Agency house crises in India: What role did indigo play? 

In British India, a system of agency houses evolved under the auspices of the East India 
Company (EIC). Those agency houses played an important role in the evolution of 
commercial and industrial enterprises, for instance commodity trading and banking in India, 
and also had their share in systemic commodity and financial crisis. 

With the advent of EIC, India became a global trade destination for several 
commodities including cotton, silk, indigo, saltpetre and tea. To meet growing demand for 
bank finance, the EIC diversified its business and introduced agency houses in Calcutta 
which, amongst others, performed banking functions of receiving deposits, making advances 
and issuing paper money. Their responsibility of note circulation crucially helped them in 
carrying out their diversified lines of businesses as ship-owners, land owners, farmers, 
manufacturers, money lenders and bankers (Cooke 1830). 

These agency houses faced a test of their endurance in the early nineteenth century. 
During the 1820s they used low cost borrowings to make heavy investments in indigo 
concerns, a crop considered as the only profitable means of remittance in Europe. The 
excessive demand of indigo fuelled its prices, encouraging increased production, which 
eventually led to a glut in the market and sharp decline in its price. Facing extreme price 
volatility, several agency houses failed in 1827 and that shook investors’ confidence. A 
notable case is that of the agency house of Messrs. Palmer and Co., known as the ‘indigo king 
of Bengal’, which faced heavy withdrawals from their partners and eventually led to the 
closure of their private bank and finally their own demise in 1830. This panicked the market 
and led to further withdrawals of capital investments. 

During that period, agency houses made desperate appeals to the government for 
financial relief and highlighted their importance, especially in the Indian financial system. 
Though loans were granted to these houses, the wave of their failures continued unabated. 
Notably the relief package came under stringent conditions that agency houses would 
withdraw their bank notes from circulation and end their banking operations (Savkar 1938). 
This further multiplied the crisis and in a short span of four years, seven great agency houses 
of Calcutta failed. 

Though a good amount of literature on the emergence and progression of agency 
houses from home (British) perspective exists, there is a gap in research on the relationship 
between agency houses and commodity and financial crisis in British India. This proposed 
study would fill that gap by taking example of the origins, nature and impact of one of the 
early commodity crisis, the Indigo price bubble. In this proposal, we argue that speculation in 
Indigo and mixing of trading and agency business were the pivotal reasons behind the failure 
of the agency houses, which, in turn, had a phenomenal impact on the structure and 
establishment of business enterprises in the wider economy. 

(A version of this proposed abstract was published on the EHS blog in March 2017. 
https://ehsthelongrun.net/2017/03/14/agency-house-crises-in-india-what-role-did-indigo-
play/) 
 

Aaron Graham (UCL) 
Banking, compensation and the aftermath of slavery 

Among the many consequences of the end of slavery within the British Empire in 1834 was 
the payment of £20 million compensation to former slave-owners by the British government. 
Although some remained in Britain to discharge debts run up with imperial merchants, much 
of it trickled down to slave-owners throughout the West Indies, South Africa and the 
Mauritius. Although the social impact of this process has been studied in detail by Catherine 
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Hall, Nick Draper, Kathleen Butler and others, the economic consequences on these territories 
have been overlooked. The influx of liquidity disordered established commercial and 
agricultural equilibria and led to undue speculation by locals, not least in colonial banks, 
which emerged in all three territories during this period and helped to recycle this money back 
into the economy. Yet the differing social conditions between ‘old’ and ‘new’ sugar territories 
in the West Indies, such as Jamaica and British Guiana, let alone between the West Indies and 
South Africa, meant that the economic outcome varied, and a closer study can therefore serve 
to clarify how social and cultural conditions affected economic development in the mid-
nineteenth century, on the verge of globalization. 

This paper will therefore compare and contrast the trajectories of four important 
colonial economies – Jamaica, British Guiana, South Africa and the Mauritius – as they dealt 
with the impact of this liquidity surge and struggled to adapt their agriculture and commerce 
to new social conditions. It will focus in particular on the role played by the colonial banks 
founded as a result, using several shareholder lists discovered in the course of my research 
and cross-referencing these with Legacies of British Slave-owning database at UCL to assess 
how the payments received flowed into these banks, the composition and distribution of their 
shareholders, and how this affected their impact on the economies of their respective 
territories. It will argue that social and ethnic divisions directed the compensation money into 
certain banks who then worked to serve the interests of former slave-owners, while other 
banks were the product of commercial speculators who simply rode the tide of liquidity 
unleashed by the compensation money to set up banks intended to serve the mercantile 
community. Consequently the former found themselves exposed during the economic crash of 
1847 and frequently went under, while the latter managed to ride it out successfully. 
 

Frank Tough (University of Alberta) 
Financializing a junk charter?: British capital and the survival of the mercantilist Hudson’s 

Bay Company during the age of high imperialism, 1870-1914 

In contrast to the East India Company, the British state (i.e. an 1857 Select Parliamentary 
Committee) declined to direct the affairs of the Hudson’s Bay Company (HBC) or terminate 
its rule in Rupertsland.  The HBC survived the assault on chartered monopolies and it 
continues to operate some nearly 350 years after its humble origins in a nepotistic 1670 royal 
charter.  Yet the Company’s operations and territory could not remain detached from the 
currents of the global system or economic changes in the metropolis. 

Given the perceived values of the HBC Territory, especially the agricultural potential 
of the lands designated as the Fertile Belt, as well as a wary concern for territorial expansion 
by the United States, British-based railroad and financial interests realized that the HBC 
charter rights were not only a barrier to expansion, but also an investment opportunity.  The 
International Financial Society (IFS), an investment bank created by influential banking and 
railroad interests in 1863 to promote and manage the export of British capital, cleverly 
secured control over the HBC during its first year of operations.  The IFS acquisition of the 
HBC purportedly represented a strategic interest in the agricultural potential of the prairie 
west, the construction of railways and telegraph links, and the concomitant speculation in 
land.  An attractive buyout of the Company not only changed share ownership, but also, the 
charter rights had been acquired by finance capital which had little interest in the trade in 
pelts.  A vent for surplus and speculative capital had been manufactured in an insignificant 
far-off corner of the Empire.  Nonetheless, the IFS engagement with the HBC proved 
ephemeral.  After securing new investors through a refloating of the HBC stock, the IFS 
divested immediately. 

This paper will focus on the valuation of the HBC assets and charter rights during the 
buying out by the IFS (1863) and later when Canada negotiated directly with HBC, mediated 
by patient officials from the Colonial Office, over its acquisition of the territory (1868-69).  
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How and to what amount did the IFS, the Governor and Committee of the HBC, and 
Canadian cabinet ministers appraise the charter rights, lands and territory? 

Response to the HBC prospectus to refloat was strong and new investors anticipated a 
rapid realization of their investments.  However, governance required to develop the Fertile 
Belt did not exist.  Not until 1870, following long, tripartite negotiations, did the HBC 
reluctantly exchange its antiquated charter rights to secure a large grant of fertile lands and a 
cash payment of £300,000.  During the long depression, no rapid development of the Fertile 
Belt ensued.  Eventually, its sizeable stake in what became a “virgin” land market paid out; 
this fur-trading company made an efficacious transition out of the mercantile era.  It achieved 
a revenue stream that would not have been possible with its long-established trade in furs 
(stagnant prices, low volume business).  A comfortable conduit to the Age of Empire was 
possible because the HBC successfully financialized a dubious mercantile charter just as the 
Age of Capital was concluding. 
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II/C   Political Economy and Distributional Effects 
 

Cyril Milhaud (Paris Sud University & Paris School of Economics) 
Financial repression as a debt management tool: Evidence from late 18th-century Spain 

Historically, early modern Spain was pointed to as a serial defaulter and scholars have 
stressed the repeated restructuring of its public debt (Reinhart et al. 2003; Drelichman & Voth 
2014). This soon becomes a drama when the sovereign’s reputation is undermined. But debt 
can also be reduced through financial repression, a set of economic policies (or regulations) 
aiming to ease the financing of fiscal deficit and public debt. The idea that governments use 
financial repression tools to help raise funds is a conventional one among financial historians. 
Reinhart & Belen Sbrancia (2015) showed how it was widely used by the majority of 
industrial countries in the post Second World War Period, and Drelichman & Voth (2008) 
attributed the success of eighteenth-century England on its European counterparts to its debt 
management through financial repression. 

In the case of Spain, Philip II’s financial crises have attracted considerable attention 
and much has been said and written on Spanish “debt intolerance” (Reinhart et al. 2003; 
Alvarez-Nogal & Chamley 2014; Drelichman & Voth 2014). Instead, the late eighteenth-
century financial crisis has received little attention whereas it is deemed to be responsible for 
the “bankruptcy of empire” (Marichal 2007). Relying on the record rise in public debt caused 
by the Napoleonic wars, I propose a new interpretation of Spain’s pre-modern debt 
management which was not that different from England’s. Just like its European counterpart, 
Spain implemented a wide range of direct and indirect rules to channel money to the 
government, which allowed Spain to fight four wars within a span of 25 years. Despite its 
dramatic fiscal position, Spain suspended payments on part of its long-term debt only once in 
1799. 

Yet, financial repression came at a cost. In the Spanish case, two major effects can be 
distinguished. A first effect is short term: excessive borrowing to finance the Crown’s wars 
had a large crowding-out effect on private lending. The second one is long term: the 
progressive alienation of the Church’s wealth to finance the growing debt provoked a huge 
contraction of private lending for many years. 

Let us begin with the crowding-out effect that I observe. Economic historians have 
addressed this question by studying the British case, especially regarding the consequences of 
higher government spending and borrowing during the French wars. These contributions, 
however critical they may be, are hardly conclusive. Through a Spanish lens, the crowding 
out effect was potentially of crucial importance since public debt increased six-fold between 
1759 and 1808 (Fontana 1971). War borrowing has often been charged with having negative 
repercussions on the private credit market in Spain. To my knowledge, however, this study is 
the first to measure its real impact. Using a newly built database on mortgage loans in Madrid, 
I show that whenever public borrowing goes up, private lending goes down (figure 1). 
Instrumental-variable estimation suggests that a 1 per cent increase in government borrowing 
reduces private lending by 0.4 per cent. This is not the 1:1 effect observed by Williamson 
(1984), but is comparable with what Temin & Voth (2005) found for Britain. 
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Figure 1: Public borrowing versus private lending, 1768 – 1807 (in reales) 

 
Note: War years are in bold. 
Sources: To reconstruct private lending, I used the Mortgage Registry of Madrid. Government 
borrowing is derived from Merino (1987).  

 

But beyond short-term turbulence, financial repression also had long-lasting repercussions on 
private credit markets. Like elsewhere in Europe, the Crown decided to progressively alienate 
mortmain assets when its fiscal position was particularly dramatic at the end of the eighteenth 
century. Known as the desamortización, these measures brought significant structural 
changes. They were not only behind many social transformations in the nineteenth century but 
they also brought a crucial change in the structure of the private credit market. Indeed, one 
striking peculiarity of Spanish long-term credit markets was the predominance of 
ecclesiastical institutions as financial intermediaries and lenders (Ruiz 2016). Prior to the 
outbreak of the war in the 1780s, these institutions received over 70 per cent of all private 
annuity revenue. Two decades later, they had stopped their lending activities and had 
completely disappeared from the credit market scene, wherein the stock of long-term credit 
plunged fivefold for four decades (figure 2). The withdrawal of the ecclesiastical institutions 
from the private credit markets left a significant vacuum where uncertainty and higher interest 
consequently held sway (Tello 2001). 
 

Figure 2: Real annual stock of mortgage credit in Madrid, 1768 - 1853 

 
Source: Mortgage Registry of Madrid. 
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Pamfili Antipa (Sciences Po) 
Monetary policy regime changes: Political economy and distributional effects 

I analyse the policy choice of resuming the gold standard after the French Wars (1793-1815) 
in the face of an exceptionally high debt burden. The choice was not based on economic 
rationale. Rather, it hinged on the identity of public creditors and the geographical distribution 
of economic hardship and political representation. Resuming the prewar parity of the pound 
induced large scale deflation and recession. This outcome was politically feasible because the 
franchise was limited and political repression was comprehensive. Means and causes of the 
resumption were political. The paper informs current policy choices between maintaining a 
fixed exchange rate and restructuring an outstanding debt overhang. 

Public expenditures can be financed by levying taxes, emitting debt, issuing money, or 
any combination of the three. The distribution of political power governs the exact policy mix 
used to fund outlays by determining the identity of those who pay – taxpayers, public 
creditors, or both. That is to say, politics rather than economics determine the “who’’ and the 
“how’’ of funding public expenditures (Mill 1865).The policy mix that can be implemented 
also hinges on a number of more or less structural characteristics of the polity. The framework 
for conducting monetary policy, the monetary policy regime, is one of them. Monetary 
financing of public expenditures is easier under certain monetary regimes. Changes in the 
monetary regime to facilitate public spending are based on fiscal and thus political calculus. 
Britain returned to the gold standard in 1821 after the French Wars (1793-1815). Resuming 
the gold standard in the face of an exceptionally high debt burden secured a sought-for return 
to the prewar wealth distribution at the admitted price of a less efficient allocation of capital 
and a higher real debt burden for tax payers. 

In these circumstances, severe social tensions erupted. Social discontent manifested in 
calls against resumption of the gold standard and in favour of parliamentary reform. The 
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return to the gold standard at the old par was seen as part of a fiscal system that extracted high 
taxes and that used the revenue to finance the military establishment and rentiers living on 
income from government loans (Daunton 2001). The calls against resumption and for 
parliamentary reform were both symptomatic of the same issue: the waning consent with the 
fiscal constitution. My reading of events contrasts with the existing economics literature, as I 
have sought to analyse decisions made in light of the information available to, and the beliefs 
held by, policy makers in real time (Blaug 1990). To do so, I extensively rely on primary 
sources and hand-collected data. In particular, I analyse verbatim transcripts of parliamentary 
debates. I also examine parliamentary reports that contain witness evidence provided by 
contemporary experts and specifically prepared and hitherto unexploited data. 
 

Jerome Greenfield (King’s College London) 
The economic crisis of 1846-48 in France 

This paper reappraises the economic policy of the July Monarchy. It draws on new archival 
material to argue that the regime, generally regarded as committed to laissez-faire, was much 
more economically interventionist than the existing historiography suggests. Faced with a 
harvest failure in 1846 and a financial crisis in 1847, the French government acted to mitigate 
their effects. Import duties on grain were reduced, local and central government resources 
were used to subsidize bread prices and to reinforce the efforts of private charity and, in 1847, 
the government financed a bailout of troubled railway companies. Despite these efforts, the 
government’s capacity to intervene was constrained by criticism of the state of the public 
finances. Heavy government borrowing in the 1840s, to finance railway construction, 
heightened military and naval spending and the conquest of Algeria elicited criticisms that the 
regime was fiscally irresponsible. As a result, much of the government’s response to the 
economic crisis was piecemeal and incoherent. This, though, does not detract from the fact 
that the government sought to modulate the impact of the crisis, and with some success. Bread 
remained affordable in all major cities, for example, blunting attempts by the government’s 
opponents to exploit the crisis to orchestrate unrest. Instead, the 1848 revolution, which 
overthrew the regime, originated more from the agitation for constitutional reform than from 
any discontent arising from economic malaise. Nevertheless, while other factors contributed 
to the collapse of the regime, the fear of unrest increased the pressure on the government for 
an interventionist economic policy, developing a pattern of state interventionism that did 
much to shape the economic development of modern France. 
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II/D   Whole-population Analysis of the ‘Business Censuses’ of 
Entrepreneurs, 1851-1911 

 

Robert Bennett (University of Cambridge) 
What makes an entrepreneur?  Big data assessment from the 1851-1911 censuses 

This paper first provides an overview of the ESRC project led by the author and introduces 
the database that has been developed and deposited, and analysed in the three papers in this 
session. The papers show how ‘big data’ analysis can be used to extract from the whole 
population those who are entrepreneurs: defined as business proprietors who are employers, 
own account self-employed and company directors.  For each census year the entrepreneurs 
number 150,000-500,000 employers and 500,000-1.2m self-employed. These ‘big data’ open 
the way for entirely new interpretations of economic and business history. In particular they 
allow analysis to move beyond individual business histories, small scale and local case studies 
to whole-population analysis. Having the whole population allows inclusive analysis of all 
individuals permitting their business characteristics, industry sector, gender, family structure, 
and location to be examined and compared with each other. This allows comparison of 
important differentiating business characteristics to be fully analysed: for example the true 
distinctiveness of female compared to male entrepreneurship; the effect of placement within 
family structures; the distinctive roles of different sector markets within the 797 occupational 
types identified; nation-wide differentiation of local environments of entrepreneurship; etc. 
The three papers overview three dimensions of the analysis being undertaken in the large-
scale ESRC project on ‘The Drivers of Entrepreneurship and Small Business’, for which the 
database has been constructed, which will be deposited in 2018 allowing all researchers to 
develop this material further. 

The paper then presents an analysis of the features of entrepreneurial choices made by 
individuals in nineteenth- and early twentieth-century Britain and how these relate to theories 
of entrepreneurship. Individuals could attempt to operate as ‘own account’ self-employed 
businesses that employed no-one else; as employers who employed others; as directors of 
companies; or as waged labour.   The distinctions between these groups, and their evolution 
over time, are important aspects of business change in industrializing economies. In 
nineteenth-century Britain there was profound economic change but it has not been possible 
previously to understand how this influenced choices in business form and organization for 
developing one’s own business or taking waged employment. It has not been possible to 
move beyond the early comments from Clapham (1936) using the single published table from 
the 1851 census on employers, which has been the only early census tabulation of the census 
question on employers, whilst there has been virtually no previous analysis of the limited 
published census tabulations available for 1891-1911.  As a result, theoretical and empirical 
analyses have not previously been able to resolve how the shifts between business categories 
actually developed over the period. The paper outlines how a whole population analysis is 
possible by extracting business descriptors at the individual level from the censuses 1851-
1911 derived from I-CeM and other sources.  Within the censuses, employers and own 
account proprietors were distinguished explicitly from wage employment over 1891-1911, 
and over 1851-81 employers were distinguished together with their employee numbers to 
which identification of the self-employed can be added. Using these sources the paper gives 
an overview of the evolution of entrepreneurship, showing the rise and then decline in self-
employed and employer proportions over the period.   Changes over time indicate important 
sector shifts, especially concerning the role of entrepreneurship in farming.   The main part of 
the paper presents influences on choice at the personal level (age, gender, marital status), at 
the family relationship level within the census household, at the geographical level (urban, 
occupational and entrepreneurial characteristics of the Registration Sub-District, including 
population density), by business sector, and effects of human capital. Gender, age, marital 
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status, business sector, spatial location and human capital are shown to be major determinants 
of entrepreneur choices. The analysis also shows that potential regional heterogeneity is less 
significant than local economic characteristics. The locality, urban opportunity, age, gender, 
and marital status are the main influences on entrepreneurship choices for the period.   
 

Harry Smith (University of Cambridge) 
Family firms from big data assessment from the 1851-1911 censuses 

The family firm has received considerable attention from historical and contemporary 
scholars. There are extensive and ongoing discussions about the efficiency or otherwise of 
family firms. Some scholars argue they represent sensible responses to economic and social 
uncertainty and others detect the origins of economic decline in the inefficiencies and often 
non-economic motivation of the owners of family firms. Chandler argued that Britain was 
dominated by family firms and that this had a deleterious effect on the performance of the 
British economy (Chandler 1990). Alternative views and criticism has been contested by 
many authors notably Roy Church (1990) and Payne (1984). However, all these studies have 
tended to focus either on the largest businesses or on the twentieth century where data on 
ownership is more readily available. For the Victorian and Edwardian periods, the taxation-
based datasets used in studies of more recent periods are absent. Studies of the family firm in 
the nineteenth century have had to rely on case studies of firms and locations to evaluate the 
prevalence or otherwise of family ownership and the quality of those businesses. As such 
characterizations of the Victorian and Edwardian economics as dominated by family firms 
rely more on qualitative sources than quantitative data. 

This paper presents a study of a sample of family owned businesses identified in the 
1851-1911 censuses of England and Wales. The data used in this paper are drawn from a 
database of all employers and the self-employed in England and Wales between 1851 and 
1911. The employers and self-employed are extracted from I-CeM, the recently created 
electronic version of the nineteenth- and early twentieth-century censuses. This database 
allows the characteristics of entrepreneurs (age, gender, occupation, family structure, location 
etc.) to be examined in detail on a national scale for the first time. Consequently, households 
in which business owners employed members of their own family can be identified. While not 
a complete set of all family firms in nineteenth- and early twentieth-century England and 
Wales, this sample is far larger than any previous examined and covers the entire country, 
instead of focusing on a particular location. It highlights two main aspects of this type of 
family firm. First, they were common throughout all areas of the economy, save for the 
professions, mercantile commerce and mining. Secondly, the life cycle of members of the 
business-owning class were central to the characteristics of these firms; the tendency for co-
resident family members to be employed in a family firm was determined by marital status, 
rather than age, with family members working for the business before marriage, at which 
point they left home. This paper will provide the first quantitative survey of an important 
topic for both historians and economists. 
 

Gill Newton (University of Cambridge) 
I-CeM England and Wales censuses 1851-1911 as a resource for panel studies: methodology 

and results of tracking entrepreneurs and business growth 

Opportunities to track individuals between U.K. historical censuses at the scale of the whole 
population have opened up with the release of full electronic versions of the Census 
Enumerators’ Books. The Integrated Census Microdata (I-CeM) dataset created at Essex 
University by Schürer, Higgs and colleagues allows searches for individuals en masse in the 
censuses of 1851-1911. This paper outlines a methodology for algorithmic mass panel 
tracking, considers the success and limitations of automated search and record linkage 
approaches, and presents the results of an application of the methodology. 
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The specific case examined is of entrepreneurs, defined as business proprietors 
identified from occupational declarations in the England and Wales population censuses of 
1851-1881. The starting point is prior extractions of self-identified and imputed 
employers/entrepreneurs and the numbers of their workforces where available, constituting 
upwards of 200,000 persons per census year.  The paper first sets out the method used to find 
the same individuals with businesses in the following census. The panel sample of 
entrepreneurs obtained from this can be used for a wide range of longitudinal investigations 
into business growth, family and other forms of succession within business, and changes in 
the character of a business in terms of sector(s) of activity.  

Names, ages, locations, occupational sector and other identifying variables in the I-
CeM historical censuses dataset are used to propose and evaluate potential matches that link 
records of the same individuals in chronologically adjacent censuses. Matches can be 
achieved with a high level of confidence for only 10-20 per cent of the 
employers/entrepreneurs, but the large scale of the data makes it possible to generate samples 
of linked records that are sufficient for further analysis.  It is important, however, to give 
proper consideration to sampling biases that may result from intentionally non-universal 
record linkage and the greater certainty of matches that feature less common values of key 
variables. 

Matching proceeds pairwise between two sets of pre-identified candidate 
entrepreneurs, one at a given census date and the other at the next or preceding census date. 
This is later widened (with caveats) to include pairings between sets of candidate 
entrepreneurs and the wider population at the next or preceding census date. To achieve a 
tractable level of computational efficiency, blocking by birthplace county, sex and age range 
is applied. Preliminary investigation of smaller record linkage runs without these constraints 
indicated that only a very small proportion of true matches would cross these boundaries. 

We heavily prioritize minimizing the false positive rate over reducing the false 
negative rate, by discarding all potential matches where a minimum confidence threshold is 
not met, or multiple competing possibilities of equal strength exist. Rather than calculate all 
possible matches for each individual and then take the best available, the matching algorithm 
instead follows an iterative process, finding the best-matching records first and removing 
them from further consideration, then using the remaining records to make fuzzy potential 
matches of decreasing strength.  

Names are compared using Jaro-Winkler distances calculated between the original 
strings combined with fuzzy name frequencies, so that matches between common strings 
(such as the surname Smith and its congruents) are penalized in order to ensure they are 
accepted only where there is a very high degree of agreement between other variables. Other 
key variables including birthplace and occupational sector are initially compared through 
encoded standardizations of the original string obtained by preprocessing. This preprocessing 
builds on I-CeM data enhancements through further correction and standardization. 

Preliminary results of the record linkage suggest that entrepreneurs were highly likely 
to remain part of the same community from one Census to the next, with over four-fifths 
residing in the same subdistrict. Most entrepreneurs also remained active in the same 
occupational sector. While some of this stability doubtless reflects the age profile of traceable 
entrepreneurs, which is concentrated in the middle years of adulthood, it is nonetheless a 
noteworthy quality, and potentially a distinguishing feature, particularly in urban areas that 
were otherwise experiencing high levels of growth and population turnover. Community 
stability is relatively even across all sectors, and not restricted only to entrepreneurs pursuing 
occupations associated with high levels of investment in plant and premises, such as millers 
or blacksmiths. 

The pool of entrepreneurs naturally divides into farmers, and non-farmers. Farmers are 
more challenging subjects for record linkage because of their ubiquity, especially in 
predominantly rural regions including much of Wales. Those with large and growing 
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workforces and acreages were more likely to be unambiguously traceable from one Census to 
the next, suggesting a bias towards more successful farm enterprises. Non-farmers are a much 
more diverse group, and no comparable overall bias appears to exist among the panel of non-
farmers.  
 



  Academic Session II / E 
 

 263 

II/E   Capital Markets 
 

Imil Nurutdinov & Eugenia Nazrullaeva (University of California, Los Angeles) 
Discrimination, market entry barriers, and corporations in Imperial Russia, 1890-1913 

The incorporation process in the late Russian Empire was highly politicized. No general 
incorporation law existed at the time. Each individual corporate charter had to be approved by 
authorities, both at the central and local levels, and signed by the tsar. Since 1890, the tsarist 
government had started to include discriminatory anti-Jewish clauses in some corporate 
charters that banned Jewish entrepreneurs from buying shares of such corporations or 
purchasing property. Similar restrictions, which had been imposed earlier and intensified in 
the 1890s, existed against foreign nationals. What could explain the timing and intensity of 
discriminatory restrictions against Jewish and foreign entrepreneurs? 

Ethnic prejudice and xenophobia alone fail to explain the variation in the number of 
discriminatory restrictions. We argue that some producers were able to lobby the government 
to impose restrictions in the capital market appealing to nationalist rhetoric, which in turn 
limited entry of new firms as Jewish and foreign entrepreneurs were not able to create and 
invest in corporations in certain industries. 

Which industries? Prior to 1889, a large share of Russian private capital was invested 
in state and state-subsidized assets. Between 1889-94, the government suddenly decreased the 
interest on bonds and forcefully repurchased shares in railroad companies, thereby freeing up 
large amounts of capital that needed to be reinvested in the private sector. We argue that these 
policies unintendedly created competitive pressure, especially in the industries with relatively 
high entry costs before the shock (i.e. capital-intensive). 

We test the lobbying hypothesis on the sample of all manufacturing corporations 
created in 1891-1913 using the RUSCORP database (Owen 1992) and novel datasets on 
Russian factories and major merchant guilds that existed in 1890. Using individual-, 
corporation-, and industry-level data, we show that restrictions against non-Russian 
entrepreneurs were more likely to be imposed in medium capital-intensive industries than in 
high capital-intensive industries, in which influential non-Russian incumbents enjoyed 
governmental protection. To construct our measure of capital intensity, we use data on more 
than 15,600 factories in European Russia in 1890 that we manually classified according to 3-
digit SIC industries. We exploit the information on the number of steam engines, total 
machine power, total number of workers, and total output (in roubles).  

We address the possible selection problem at two levels. First, we provide evidence 
that the change in the government policy and hence discrimination against Jewish 
entrepreneurs were not anticipated by the market. Using St. Petersburg Stock Exchange data, 
we show that stock returns of corporations owned by Jews outperformed stock returns of 
other corporations before 1890 but underperformed after. 

Second, the RUSCORP database does not include corporate charters that were not 
approved. Apart from the risks of discrimination, consideration of charters by the government 
could take anywhere between six months and ten years, which may have disincentivized 
entrepreneurs from attempting to create a corporation. Therefore, we need to construct a valid 
counterfactual: entrepreneurs who might have incorporated but decided not to. To address this 
issue, we identify unique owners of all manufacturing corporations created in 1853-1913. 
Then, exploiting the fact that these owners had to be registered with a merchant guild, we 
collect information on potential founders – members of the 1st and 2nd merchant guilds of St. 
Petersburg, Moscow, and Odessa, the three major cities of imperial industry and commerce, 
as of 1890. This snapshot of guild members – more than 11,400 in total – constitutes the 
universe of all entrepreneurs who could create a new corporation. We match these data with 
the data on corporation owners. Finally, we match guild members with factory owners in 
1890 to control for initial capital endowments. Using the information on ethnicity and 
national origin of guild members, we test whether Jewish and foreign entrepreneurs were 
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differentially less likely to create new corporations after 1890, on average and 
heterogeneously across industries. 

Finally, to further explore the nature of competition between Russian and non-Russian 
entrepreneurs, we test whether Jewish and/or foreign entrepreneurs had a competitive 
advantage in technology and skills before 1890. For incorporated factories in 1890, we 
calculate various measures of productivity, including revenue per worker, total factor 
productivity of revenue, and the probability of adopting a steam engine. We do not find a 
statistically significant difference in productivity of factories owned by Jews. This provides 
additional support for the hypothesis that discrimination against Jewish entrepreneurs 
originated in the capital shock rather than the technological catch-up or improved skills of 
their Russian competitors. Foreign entrepreneurs, however, did have higher productivity in 
terms of revenue per capita. 
 

Marvin Suesse (Trinity College Dublin) & Theocharis N. Grigoriadis (Free University of 
Berlin) 
The economic geography of late industrialization: Local finance, markets and the cost of 

distance in Imperial Russia 

To what extent does the location of banks affect industrial development? 
Prior to the outbreak of World War I, the Russian Empire occupied 15 per cent of the 

world’s land mass. Capital was scarce, and banks were largely restricted to a few urban 
centres. Our hypothesis is that this constellation helps to explain Russia’s late 
industrialization: 

1) The geographical distance between banks and firms decreased the volume of credit 
extended by banks, due to:  

a. Increased costs to banks of screening loan applicants and monitoring existing 
loans. 

b. Increased costs to firms of applying for loans. 
2) The low volume of credit extended empirically explains the poor performance of 

Russian manufacturing firms, in terms of their low use of machinery, small size, and 
low profitability.  

 

The classic hypothesis that banks are a vital engine of industrialization is due to Alexander 
Gerschenkron (1962). Gerschenkron hypothesized that in the presence of weak markets, large 
banks could act as coordinating agents fostering growth in manufacturing industries. In those 
cases where private banks were too small due to a lack of capital, the state could step in and 
direct investment where it was needed. In Gerschenkron’s view, Russia’s state-run banking 
system was a prime example of this. Our data allow for an empirical test of Gerschenkron’s 
core prediction. 

More recently, Guiso, Sapienza & Zingales, QJE, (2004), have argued that local 
financial development is positively related to various economic outcomes, including growth 
and entrepreneurship, in contemporary Italy. However, their analysis is limited by the 
difficulty of finding an instrument for local financial development that is plausibly 
exogenous. Our approach, which exploits the peculiarities of a state-run banking system 
where branches were allocated according to fixed rules, is better suited to estimating the 
causal effect of local finance on development. 

We start out by setting up a theoretical microeconomic model of the market for 
enterprise credit, where both demand and supply of credit are negatively influenced by travel 
and information costs that are a function of geographic distance. The model shows that less 
credit is taken up in a world where geographic mobility is costly, as it was for the case of the 
Russian Empire. 

We then proceed to the empirical part of the paper. We digitize a dataset of industrial 
establishments (the Imperial Manufacturing Census of 1908) that allows us to map enterprises 
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into third level sub-national units (volosts) for the entire Empire. We combine this with a 
unique dataset on the location and lending activity of branches of the Imperial Russian State 
Bank (Gosudarstvenniy Bank Rossii). We are thus able to determine the geographical distance 
of each enterprise to the nearest source of credit. 

This dataset allows us to run a set of regressions where the location of an enterprise, 
its profitability, its size or its use of machinery is predicted by its distance to the bank branch 
interacted with the lending activity of the branch, subject to controlling for enterprise specific 
covariates, as well as industry and region fixed effects. These fixed effects allow us to control 
for a multitude of confounding factors that might influence the location of industries in a 
region, such as access to markets or natural resources, or the availability of transport links. 

A key methodological concern is to identify the causal effects of finance on enterprise 
activity. Firstly, we compare distances of enterprises to the regional bank controlling for 
region-fixed effects, thus circumventing the endogeneity of credit supply to local economic 
conditions. Secondly, we leverage the administrative criteria used by the Gosbank in 
establishing local branches. These administrative rules ensured that cities of a certain 
administrative status or population size had to operate a bank branch irrespective of their 
economic importance. We can then compare cities just under the administrative cut-off for 
population size with those just above the threshold in a Regression Discontinuity Design 
(RDD). Thirdly, the establishment of bank branches proceeded in waves, with many cities 
being allocated a branch at the same time. Only comparing the effects of branches within each 
wave controls for the possibility of bank branches being allocated first to more economically 
prosperous regions. 

Overall, our results permit an analysis of the determinants of industrialization in 
Imperial Russia, as well as a more general assessment of the benefits of a geographically 
dispersed banking system in developing countries. 
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Christophe Farquet (University of Geneva) 
Determining the extent of capital flight: Archives evidence on Germany after the First World 

War 

It is a well-known fact that after the First World War in Europe, massive amounts of capital 
took refuge in foreign financial centres. The reasons for this capital flight are obvious: every 
former warring country experienced political disturbances and monetary depreciations, while 
the tax burdens became much heavier because of the need to cover the debts and deficits 
generated by the costs of the war and the new demands for state interventionism. Thanks to 
their relative political and monetary stability and to their fiscal attractiveness, neutral 
countries transformed themselves into tax havens and welcomed huge amounts of this evaded 
wealth. With its banking secrecy and the high degree of deregulation of its financial centre, as 
well as its geographical position in the centre of Europe, Switzerland was at the forefront of 
this rise of offshore activities after the First World War. However the phenomenon was so 
widespread that all the big financial centres, such as Great Britain for instance, took part also 
in this new flourishing business. 

At the beginning of the 1920s, Germany was, among the great powers, the country 
that suffered probably the most from capital flights. After the revolutionary turmoil at the end 
of the war, German capital-owners and companies delocalized massively their assets, above 
all in the Netherlands and Switzerland, because of the enormous level of inflation and the 
introduction of a capital levy. The delocalization of wealth was facilitated by the fact that the 
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capital controls and the enforcement by German administration of the laws against capital 
flight were very lenient. Surprisingly, it was not before the start of the hyperinflation, in 
spring 1922, that serious measures were implemented to hinder the export of assets and the 
monetary speculation against the mark. This leniency was interpreted at the time by French 
leaders as proof that German authorities facilitated, or at least tolerated, the capital flight as a 
means to escape the payment of the Reparations due to the Entente. 

However, even if it is quite evident that German capital flight was not a simple 
fantasy, one question remains: is it possible to quantify correctly the amounts of the evaded 
assets? The answer provided by this paper is very simple: yes, it is! Despite the opacity of this 
kind of financial transaction, by using a large spectrum of sources, we can formulate some 
coherent hypotheses on the extent of German capital flight between 1914 and 1923. In order 
to do this, the paper is based on balances of payments, banking statistics, contemporary 
surveys written by financial experts, and, of course, archival sources from the Financial and 
Foreign Ministries, as well as the central banks from Germany, Switzerland, France and Great 
Britain. It is true that the results remain hypothetical, but, as the paper argues, this 
quantification is not worse, or maybe is even much better, than the statistics on international 
investments on which economic histories of the interwar years based themselves. 

The paper thus provides new estimates on the German foreign wealth at the beginning 
of the 1920s, as well as on cumulative capital flights from 1914 to 1923. The results are 
higher than it is usually admitted. German wealth amounted probably to around 12 billion 
gold-marks, two-times more than the estimates of the McKenna Committee. Seven billion 
resulted from the evasion of capital from 1914. 
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II/F   Trade and Economic Complexity 
 

Giacomo Domini (Sant’Anna School of Advanced Studies) 
The specialization and economic complexity of countries through the lens of universal 

exhibitions, 1855-1900 

This paper explores the possibility of employing data from the catalogues of universal 
exhibitions to describe the patterns of specialization and levels of economic complexity of 
countries in the second half of the nineteenth century. While previous research has devoted 
attention to the role of exhibitions for innovation, and used data from their catalogues to 
proxy innovative activity (Moser 2005, 2011, 2013; Khan 2013, 2015; Domini 2016), the 
present work focuses on the commercial motivations underlying participation in those events. 
In particular, it argues that the items displayed at universal exhibitions reflect a wide range of 
products that participating countries promoted on international markets, exploiting the 
worldwide visibility that those events provided. Based on this view, exhibition data may 
reveal valuable insights on countries’ productive and commercial activities. 

The paper employs data from five universal exhibitions, held in Paris at regular 
intervals during the second half of the nineteenth century (1855, 1867, 1878, 1889, and 1900), 
which were among the most important, in terms of size, exhibitors’ participation, and visitors’ 
turnout. Their catalogues list all exhibitors, divided by country and product class. Based on 
information on the number of exhibitors at the country-class level, it is possible to build 
specialization indices along the lines of Balassa’s (1965) ‘revealed comparative advantage’, 
comparing the shares of each product category in a country’s exhibits and in total (‘world’) 
exhibits. In turn, specialization indices represent the input from which Economic Complexity 
Indices can be computed. The latter measure, introduced by Hidalgo & Hausmann (2009), is 
based on the idea that different products require different (levels of) capabilities to be 
produced and exported; hence, knowing what products a country is specialized in allows 
evaluation of the capabilities it possesses and its level of economic ‘complexity’. To my 
knowledge, this paper is the first application of the Hidalgo-Hausmann methodology to 
historical data. 

The analysis of specialization patterns and complexity indices reveals worldwide 
economic development trends over a long and particularly relevant period, characterized by 
the so-called first globalization and by the emergence of the technological paradigms 
associated with the second industrial revolution. The evolution of countries’ specialization 
patterns and the emergence of new economic players are unveiled. Consistent with the 
findings of the existing literature, it is observed that complexity is generally correlated with 
the level of income. A relevant exception to this rule, however, is represented by Latin 
American countries, notably Argentina, which couple low complexity with high income. With 
the support of hierarchical clustering analysis, it is shown that those countries can be grouped, 
in terms of human capital and innovative capabilities, together with poorer countries 
characterized by low complexity. This confirms the validity of the complexity index as a 
measure of countries’ capability levels, and shows that it can be a better indicator of that than 
the level of income. 

This is an exploratory work, the purpose of which is to suggest a new interpretation 
for exhibition data and to show its potential. Among its main advantages should be listed the 
expos’ universal product coverage (encompassing both primary and manufactured products) 
and detailed classifications; and the worldwide perspective ensured by the participation of 
countries from all the continents. All the more so, exhibition data may provide unique 
insights, about certain products and countries, for which production and trade data might be 
scarce or missing over the observed period. 
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Jan-Otmar Hesse (University of Bayreuth) 
Missing a currency shock: West German exports in the 1970s 

Germany’s “economic miracle” of the 1950s has been justifiably attributed to an undervalued 
currency by many scholars (Giersch 1992, Lindlar 1997). Because exports were 
comparatively cheap, German industry was able to increase the share of exports in domestic 
production and paved the way to become a global “export champion”. The balance of trade 
was positive for most of the years after 1951. As early as in the 1960s however, the country 
came under pressure to revaluate its currency by its global competitors. Not surprisingly, 
politicians together with businessmen tried to resist. Only a tiny appreciation was archived in 
1961, but domestic and international debates continued. It was especially heavy industry that 
wanted to keep the more favourable rate, joined by conservative politicians, banks and trade 
unions. With the acceleration of domestic inflation in the 1960s this consensus weakened and 
economists as well as a few politicians supported the idea of a currency adjustment, if not the 
return to a flexible exchange regime, which was thought to provide more effective protection 
against inflation. However the consensus was powerful and it was not before the 1970s, when 
a revaluation was finally archived in the context of the breakdown of the Bretton Woods 
Systems. The German currency increased more than 50 per cent in value against the dollar 
within the few years between 1969 and 1974, which, in theory, should have put an equal 
pressure on export prices. However, exports apparently were harmed and could even increase 
over the 1970s. The paper will first discuss the nature and history of the very powerful 
coalition against a currency revaluation in Germany and the reason for its final collapse using 
archival material from the Ministry of Economics. In a second step it will elaborate on the 
base of descriptive statistics, why the expected decline of German exports eventually did not 
became reality and how that changed the attitude of German industry towards globalization. 
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II/G   Trade and Empire 
 

Emine Zeytinli (University of Leicester) 
A British merchant in Turkey: Freeman of the Levant Company and Consul Donald Sandison 

at Bursa, 1795-1868 

Great Britain was effective in influencing the Ottoman Empire with commercial interests. 
Anglo-Ottoman commercial practices strengthened diplomatic relations and early British 
merchants carried diplomatic mission as well through the British Levant Company. This 
ended by the 1820s with the abolishing of the Levant Company. British merchants operating 
in the Ottoman dominions increased after the second decade of the nineteenth century and the 
Anglo-Ottoman Commercial Agreement of 1838 made a positive contribution to this increase 
in coming decades. Moreover, diplomatic missions extended to the inland trade and 
production centres. 

Donald Sandison was one of the British/Scottish merchants settled in Constantinople, 
the capital of the Ottoman Empire, and operated his commercial activities from the early 
nineteenth century. However, before engaging in actual commercial activities in 
Constantinople he might have landed in Smyrna as his brother, James Sandison was a 
merchant in Smyrna. He established business partnerships and provided protection to some 
local Christian and Armenians through the British Embassy. He was initially a representative 
of the British East India Company and later admitted to be a member of the British Levant 
Company in 1817 and therefore, he was one of the privileged freemen of the company prior to 
his consular post. 

Sandison’s business as a merchant in Constantinople probably shaped his family life. 
He married Mary Zohrab, daughter of Constantine Zohrab, a merchant and partner of Mr. 
John Cartwright who became the British Consul General in Constantinople in 1817. 

Sandison applied to be the Consul of Salonica but he was unsuccessful. He was 
appointed consul for Bursa after operating as a merchant for more than two decades. He acted 
as the first consul to Bursa, one of the earliest industrial cities, between 1838 and 1868. 

British foreign policy to the Ottoman Empire was largely economic within the 
commercial convention after the 1840s shaped by the information of consuls in a certain city 
or region, it aimed to keep the post for long years to have reliable and continuous information. 
The role of consuls in the Levant was mainly observing commercial potential and agricultural 
production of the region or the city. They were both diplomatic and commercial agents 
providing this information for shaping the commercial strategy of Britain for a particular 
region. Therefore, reports were essential for British manufacturing seeking raw materials from 
the Ottoman market or aiming to penetrate the Ottoman market with semi-finished or finished 
goods. 

Sandison’s consular post was very significant as Bursa was a caravan terminal for the 
silk trade route and a silk cultivation centre that provided domestic and international demand 
of raw silk and silk fabric. British existence at Bursa was important during the period of 
Sandison as the reeling silk industry developed due to the demand from European weavers 
and appreciation of British silk textile products in the Ottoman market. Sandison also was one 
of the foreign merchants provided technology and for the industry to local weavers and 
carried out trade between British and Ottoman market. 

This bibliographic study focuses on an overseas British community member in 
Constantinople as a merchant by the first quarter of the nineteenth century and then a 
prestigious position, consul of Bursa for the commercial interest of Great Britain by the 
second quarter. Therefore, his life history and professional career is analysed in two periods; 
the first period covers Sandison’s commercial operations as a merchant of the Levant 
Company in Constantinople after the second decade of the nineteenth century. His business 
was closely related with the economic and political fluctuations of the Ottoman Empire as 
well as operations of the British Levant Company. Dissolution of the Levant Company in 
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1825 and uprising and later abolition of military units called Janissaries in 1826 necessitated 
him to reshape and re-establish his business at the end of 1820s. 

The second stage of his professional life had close connections with the Anglo-
Ottoman Commercial Agreement of 1838. This agreement gave certain privileges to British 
merchants and free movement of goods was allowed in Ottoman dominions. British 
commercial interest in the inland centres resulted in the appointment of their own consuls. 
The significance of silk in Ottoman manufacturing brought a great opportunity to the Western 
traders in the clothing industry. It is observed that the appointment of Sandison in Bursa had a 
positive contribution to both the export of raw silk, its competitiveness in the international 
export market as a raw material and the silk cloth industry of Britain as finished goods. 

This work is believed to be filling a gap in the current research literature on the 
commercial relations between the Ottoman Empire and Western countries, namely British 
involvement and how certain branches of the Ottoman economy was affected or developed. 
Previous research was carried out and analysed the intervention of Western mercantilist 
communities in some well-known port cities such as Constantinople, Salonica and Smyrna 
where British consuls were appointed initially before the nineteenth century. Consular posts 
were appointed in inland cities with the treaty of 1838 and Bursa was one of them. However, 
the city and appointed British consuls, their careers and standing in domestic and international 
trade were insufficiently researched. 

Methods used in the paper are Sandisons’s correspondences with the Consul-General, 
the British embassy at Constantinople, the British government, and other archival materials 
such as state papers. Ottoman archival documents were also analysed for economic activities 
and the family history of Donald Sandison. 
 

Keywords: Donald Sandison, British merchant, Levant Company, Consul, Bursa, trade. 
 

Brian Varian (Swansea University) 
The economics of Edwardian imperial preference: what can New Zealand reveal? 

During the Edwardian era, policies of imperial preference were adopted by Canada (1897), 
South Africa (1903), New Zealand (1903), and Australia (1907). These policies accorded 
preferential treatment, with respect to tariffs, to imports either from Britain exclusively or 
from any part of the British Empire. Did these pre-WWI policies divert the imports of the 
Dominions toward the Empire? 

On this question, the scholarly record is inconsistent. Russell (1947) took the rising 
value of British exports to the Dominions in the first decade of the twentieth century as prima 
facie evidence for the efficacy of imperial preference. Mitchener & Weidenmier (2008) found 
that a preferential trade policy was a statistically significant, positive, and large determinant of 
intra-empire – though not necessarily intra British Empire – bilateral trade flows during the 
period from 1870-1913. However, Magee and Thompson (2010) argued against any trade 
diversion resulting from the pre-WWI policies of imperial preference instituted by the 
Dominions. In support of their argument, they offered the following observation: in the 
Dominions, the share of income allocated toward the purchase of British goods, normalized 
for the share of income in industrial Continental Europe allocated toward the purchase of 
British goods, did not register an increase when the Dominions adopted policies of imperial 
preference. Rather, they argued that the already high share of Britain in the imports of the 
Dominions was sustained into the early twentieth century, due to common consumption 
patterns and networks. 

Focusing on the case of New Zealand, this paper offers the first dedicated econometric 
analysis of the effect of Edwardian imperial preference, albeit for just one of the Dominions. 
New Zealand’s policy of imperial preference, codified in the Preferential and Reciprocal 
Trade Act of 1903, was unique insofar as it extended preference to only certain commodities. 
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Thus, the case of New Zealand offers valuable cross-commodity variation in the application 
of preference. 

On 32 dutiable commodities, the Preferential and Reciprocal Trade Act imposed an 
additional import duty, equal to one-half the value of the normal duty, on imports from 
outside of the British Empire. On 11 non-dutiable commodities, the act imposed an ad 
valorem duty of 20 per cent on imports from outside the Empire. Thus, New Zealand’s policy 
of imperial preference involved raising the tariff on non-Empire imports, rather than reducing 
the tariff on Empire imports; this approach to imperial preference ensured no reduction in the 
protection afforded to New Zealand’s domestic industry. 

This paper relies upon a purposely constructed database of 4,344 commodity-year 
observations of New Zealand’s imports for the period from 1899-1906. Revisions over time in 
the commodity classifications reported in the Official Statistics of the Colony of New Zealand 
necessitate several adjustments to the data, mainly involving the aggregation of commodities 
to match the 1899 classifications. For each observation, there are data on the share of Empire 
in imports, the share of Britain in imports, the absolute margin of preference, and the relative 
margin of preference.  

Using a fixed effects model, this paper finds that the margin of preference, whether 
measured absolutely or relatively, had a statistically significant effect on neither the share of 
Empire nor the share of Britain in New Zealand’s imports. Next, the paper considers different 
categories of commodities covered by the Preferential and Reciprocal Trade Act. Irwin (2003) 
claimed that, because of a shift in the Anglo-American relative price or iron ore, the United 
States emerged as a major exporter of iron and steel commodities in the 1890s, resulting in 
close competition between the United States and Britain in third markets. However, this paper 
finds no statistically significant change in the share of the Empire (or Britain) in the 18 iron 
and steel commodities covered by the act. In view of the research of Huberman et al. (2017) 
on the trade of late nineteenth-century Belgium, it might be expected that any trade diversion 
arising from the act would have been concentrated in the relatively undifferentiated 
commodities. Nevertheless, this paper finds that the act had no statistically significant effect 
on the share of the Empire in the relatively undifferentiated commodities. 

New Zealand’s initial policy of imperial preference – it was expanded over the 
following decades – resulted in no diversion of its imports toward the Empire. With respect to 
trade diversion, New Zealand’s initial adoption of imperial preference in 1903 contrasts 
greatly with Britain’s initial adoption of imperial preference in 1932, which de Bromhead et 
al. (2017) estimated to have accounted for the majority of the growing share of the Empire in 
Britain’s imports. 
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Federico Tadei (Universitat de Barcelona) 
Colonial power identity and trade structure in Africa: Were the British colonizers more 

favourable to free trade? 

The specific structure of trade relationships between Africa and Europe during the colonial 
period has often been blamed for current African underdevelopment. The general view is that 
the organization of trade depended on the identity of the colonial power. According to most of 
the literature, the British were more favourable to free trade, while the French made great use 
of their political power in order to establish trade monopsonies and acquire African goods at 
prices lower than in the world markets. 

However, given a lack of data on colonial trade, this claim has been difficult to test. 
Were British policies effectively more relying on free trade? Did producers in Africa who 
lived under the British rule benefit from the higher competition among trading companies by 
receiving higher prices than those living under the French? 

To answer these questions, I measure the degree of competitiveness of trade under the 
two main colonial powers by computing profit margins for the colonial trading companies 
which bought goods from the African coast and resold them in Europe. The intuition behind 
this methodology is simple. If the colonizers relied on free trade, then the prices at the African 
ports should have been equal to the difference between world market prices and trading costs. 
Thus, by measuring the gap between these theoretical competitive prices and the actual prices 
at the African ports, we can quantity the magnitude of colonial control of trade. 

To do so, I use data on African port prices from a variety of agricultural commodities 
exported from British and French colonies between 1898 and 1939. In addition, I also collect 
data on world market prices for these same commodities and estimate trade costs from Africa 
to Europe, including shipping, insurance costs, and customs duties. 

The results suggest that the use of monopsonies and the level of profit margins 
depended more on the kind of exported commodities and the location of production than on 
the identity of the colonial power. If profit margins were lower in East Africa, West African 
colonies experienced substantial control of trade both under the French and under the British. 

To interpret these findings, I explore how the implementation of monopsonies was 
affected by the level of commercialization in each region and on whether local producers 
were European settlers or African farmers. In West Africa, the longer history of trade and 
higher level of commercialization reduced the operational costs of monopsonistic trading 
companies. At the same time, most agricultural production was based on small African 
farmers, with little political power and ability to oppose monopsonistic trading companies. On 
the other hand, in East Africa production was often controlled by European settlers, who had a 
much larger political influence before the colonial and metropolitan government, increasing 
the cost of enforcing trade monopsonies. 

Together, the evidence suggests that the British colonizers did not necessarily rely on 
free trade more than other colonial powers and that they did so only when a stronger control 
of colonial trade was not a viable option. 
 

 



  Academic Session II / H 
 

 273 

II/H   Market Integration 
 

Nektarios Aslanidis (Universitat Rovira i Virgili), Pilar Nogues-Marco (University of 
Geneva) & Alfonso Herranz-Loncán (University of Barcelona) 
The making of a national currency: Spatial transaction costs and money market integration in 

Spain, 1825-74 

Nineteenth century European industrialization was largely rooted on long-term processes of 
domestic market integration, and those countries in which integration was delayed fell behind 
the leading economies. Among the many dimensions of market integration, the integration of 
the money market performed a crucial role in igniting industrialization by facilitating the 
consolidation of efficient national systems of payment. A well-integrated national money 
system is therefore a substantial component of financial development and economic growth 
(King & Levine 1993; Neusser & Kugler 1998). Under insufficient money market integration, 
the scarcity of means of payment for interregional transfers increases transaction costs in the 
economy. Together with other factors such as high transport costs or chronic political turmoil, 
a fragmented payment system may represent a serious constraint for the development of 
national markets, specialization and structural change. 

Historically, the main push to monetary integration came from the nationalization of 
payment systems, which accompanied the construction of liberal nation-states during the 
nineteenth and early twentieth centuries in many countries (Helleiner 2003). Some of the 
main elements of national payment systems were the establishment of nationwide issuing 
banks, based on paper currencies circulating within the whole national territory, and the 
expansion of branch banking, together with an intra-national par transfer system. These 
allowed an almost perfect integration of the money market and the reduction of the costs of 
moving money across national territories practically to zero. By contrast, before their 
nationalization, European monetary systems were defined at a city level. Interregional money 
transfers were based on commercial finance, i.e. on bills of exchange trade between cities 
(Flandreau et al., 2009). Thus, any factors constraining the development of commercial 
finance would reduce the degree of monetary integration and provoke situations of shortage of 
interregional means of payment, substantially increasing, as a consequence, domestic 
transaction costs in the economy. 

In this paper, we use daily prices in Madrid of bills of exchange payable in a sample of 
several Spanish cities between 1825 and 1874 to estimate a band threshold autoregressive 
(Band-TAR) model. The Band-TAR measures simultaneously convergence and efficiency. 
This approach has already been used by several authors to measure money market integration, 
for either the international gold standard or medieval and early modern monetary systems 
(e.g. Canjels et al., 2004; Volckart & Wolf 2006). However, to our knowledge, this is the first 
time this model has been applied to study the integration of a domestic money market in late 
modern times. 

Our estimation results provide a mixed picture on the evolution of money market 
integration in nineteenth-century Spain. There was substantial progress in price convergence 
during the century, which actually started before the construction of the railway network. 
However, market efficiency tended to decrease in most of the interregional links covered in 
the analysis. Interestingly enough, these opposing trends of convergence and efficiency in the 
Spanish money market are consistent with results obtained by Jacks (2006) for the wheat 
market in Spain and other European peripheral countries, such as Russia and Norway. This 
author suggests that, while the progress in convergence could be associated to global 
improvements in commerce, communication and transport, the evolution of market efficiency 
rather reflects each country’s level of economic development. More specifically, for the case 
of the Spanish money market we suggest that the early start in price convergence might be 
largely explained by government investment in the main road network and the organization of 
a regular and more efficient postal service. By contrast, efficiency did not improve over time, 
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despite the reduction in transport costs, due to a highly restrictive legal framework, explicitly 
addressed to discourage speculative behaviour. This prevented arbitrage opportunities from 
being fully seized, and slowed down the adjustment of the money market to exogenous 
shocks. The efficiency of the Spanish money market remained relatively low until the 
establishment of the Bank of Spain’s transfer system and the complete integration of the 
system in the early 1880s. These results seem to support the hypothesis that legal systems 
may have a significant impact on economic development (La Porta et al., 1998), and, more 
precisely, that cross-country differences in legal systems may help to determine differences in 
financial development and economic growth (Levine et al., 2000). Thus, our results highlight 
the potential relevance of Spanish institutional backwardness as a factor retarding economic 
integration in the country, together with other long-recognized factors such as harsh 
geography, poverty, political instability and low government resources. 
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Laura Maravall Buckwalter (Universidad Carlos III de Madrid) 
Build it and they will come? Secondary railways and population density in French Algeria 

This paper examines the effect of gaining railroad access on indigenous and settler population 
density in French Algeria at the end of the nineteenth century. A growing amount of research 
shows that railway expansion at this time implied changes within the regional social and 
production structures, allowing previously marginalized regions to participate in international 
trade and thereby boosting growth. Yet few studies point out that it also increased 
marginalization and reinforced dual economies in areas that did not experience access to the 
infrastructure or that did not have the required economies to profit from and engage in 
international markets. By taking advantage of unique territorial population data at a sub-
municipal level and digitized historical colonization maps in the Constantine region, this 
paper measures the effect of gaining railway access in relatively isolated areas – areas in 
which the infrastructure arrived later – using a differences-in-differences methodology. 
Results show that the indigenous population responded positively to railroad infrastructure 
only in those regions where settlers were already located while the settler density did not 
respond to the infrastructure. As a robustness check to the results, this study restricts the 
sample to minimize selection bias and also provides an instrumental variable approach to 
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account for omitted variable bias. In line with literature on Algerian railways, the results 
confirm that the railway in Constantine was unfelt in many regions and helped reinforce 
regional inequalities. The results provide support to the hypothesis that indigenous population 
growth was partly a response to the colonial demand for labour. 
 

Pei Gao (NYU Shanghai) & Yu-Hsiang Lei (Yale-NUS College) 
Costs of information frictions: Evidence from the telegraph network in pre-modern China 

Trade across regions encounters two natural barriers: transportation cost and information 
friction. While the literature has mainly discussed the former, this paper focuses on 
information transmission and its interaction with transportation costs. When the information is 
scarce or delayed, traders are unable to engage in perfect arbitrage. Therefore, excessive price 
dispersion within and across markets would arise, and goods cannot be allocated efficiently. 
In this project, we try to understand “does information friction affect market integration?” and 
“how much can market integration translate into regional insurance against productivity 
shocks?” 

To study these questions, the telegraph network in pre-modern China provides an ideal 
setting. First, the adoption of the telegraph makes immediate communication feasible, which 
has an enormous impact on the speed of information transmission. Before the telegraph was 
introduced into China, information exchange relied on horse posts; even for the most 
important military information it took about 15-18 days from major cities like Chengdu to 
Beijing. Commercial information travels even more slowly that messages are transmitted 
together with goods through trade routes. The adoption of the telegraph significantly changes 
the speed of information exchange in China. Second, the telegraph lines are commonly built 
along the railway in many other countries, which affects both information friction and 
transportation costs at the same time. However, China had very limited railways built during 
the time when the telegraph was set up. This special time window between the late nineteenth 
and early twentieth centuries helps us to precisely estimate the effect of information friction. 

Using the setup in China, this paper first examines the effects of the telegraph network 
on grain trade. Then, we turn to look at whether the lower information friction helps to cope 
with productivity shock, such as extreme droughts and floods. Our empirical strategy is to 
utilize the timing of placing telegraph lines across regions to conduct difference-in-difference 
and two instrumental variable strategies. 
 

Literature review 

This project can fit in and contribute to the following literature. First, it has been well studied 
that the introduction of railway facilitates market integration (Fogel 1964), (Fishlow 1965), 
(Duranton & Turner 2012), (Herrendorf et al. 2012), (Fajgelbaum & Redding 2014), (Asturias 
et al. 2016), (Alder 2016), (Donaldson 2016), (Donaldson & Hornbeck 2016).) However, in 
most of cases, the telegraph line was also built along the railway. This means that the 
variation of railway lines not only pick up the changes in transportation cost but also those in 
information friction. One of the aims of this project is to understand holding the transportation 
cost fixed, whether the reductions in information friction alone can already explain some of 
the findings in this literature. Secondly, only few studies look at the effects of telegraph 
effects on trade. Lew & Cater (2006) examines the telegraph network and the worldwide trade 
arguing that the telegraph reduced transport costs by increasing the capacity utilization of 
shipping, which increased trade flows. Steinwender (2016) uses trans-Atlantic lines between 
New York and Liverpool to study trade activities between these two markets. This project will 
be the first to study a comprehensive telegraph network within a country which gives much 
variation in whether regions have that access to telegraph. It will also enable us to better 
understand the interaction between information friction and transportation costs. Finally, the 
market performance in China is also an important topic that we did not know well enough. 
(Shiue & Keller 2007) finds that grain markets in well-connected Chinese regions (river) 
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perform similarly as in Europe before the nineteenth century. This paper could provide further 
evidence on the level of market integration in China. 
 

Model 

In order to understand the effect of information friction on the market, we propose a simple 
model. Grains are inelastically supplied and therefore the price is determined by the demand 
and productivity. Demand is stochastic and shipping takes time. Therefore, traders need to 
form expectation of the future demand based on available information. After introducing 
telegraph connection, traders’ information can be updated more quickly and reduce the time 
lag. This simple model generates a few predictions. First, lower information friction makes 
better arbitrage across regions. Therefore, the price differences across regions are reduced. 
Second, the likelihood of extreme price becomes lower, so the price dispersion for telegraph 
connected regions will be lower. Third, the prices would be more volatile since information 
makes traders more responsive to other markets. Fourth, lower information friction makes 
regions better insured against productivity shocks. Finally, the effect is larger when regions 
are connected to other regions with lower transportation costs. 
 

Dataset 

To test these predictions, we explore the locations and timing of placing telegraph lines in 
China from 1870 to 1911 across 284 prefectures. We collect data on the location of telegraph 
stations from the Postal Map for the Qing Dynasty. The timing of the operation for each line 
is constructed using Wang’s (1988) work.470 As we focus on the grain trade, the Grain Price 
Database for the Qing Dynasty provides the maximum and minimum prices for all types of 
grains at the monthly frequency. Variables related to geographical information are based on 
the China Historical GIS. Extreme weather events, such as flood and drought, are based on 
those recorded by the Chinese Academy of Sciences. Soil quality data are constructed using 
data from the Global Agro-Ecological Zones database. A number of other socioeconomic 
indicators are also gathered from various resources. 
 

Empirical strategies  

In the preliminary stage, we examine the effects of the telegraph on price dispersion, price 
volatility, and its interaction with lower transportation costs. Our baseline specification is to 
exploit the location and timing of the telegraph with the difference-in-difference framework 
as follows: for prefecture i at time t, 

yit = β0 + β1Telegraphit + δi + γt + εit [1] 

where Telegraphit is an indicator for at least one telegraph station operating in prefecture i at 

time t.  yit  is the price dispersion measure for rice for prefecture i at time t. We calculate price 

dispersion measures for three qualities of rice. δi is prefecture fixed effects and γt is the time 

fixed effects. The unit of time is year-month pair. Standard errors are clustered at the 
prefecture level. Since the price observation only comes at monthly frequency, we use the 
same specification but change the time unit to year to test the predicted effects on price 
volatility. 

We then turn to examine if the telegraph effects are stronger for regions that are better 
connected to other markets. We use access to major rivers, Yangtze river and Jinghang canal, 
to proxy for the low transportation costs and estimate the following specification: for 
prefecture i at time t, 

yit =γ0+γ1Telegraphit+γ2Telegraphit×River Accessi+δi+ωt+ it [2] 

where River Accessi is an indicator for the prefecture to have direct access to the major rivers. 

                                                 
470 Erh-Min Wang (1988), “Governor Sheng Xuanhuai and His Telegraph Business in China” (Chinese 

translated). 
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Following this framework, we also estimate whether the telegraph helps to cope with 
productivity shock, such as flood by interacting telegraph indicator with flood indicator. For 
prefecture i at time t, 

yit = 0+ 1Telegraphit+ 2 Floodit + 3Telegraphit×Floodit+δi+ωt+ it [3] 
 

Preliminary results and future steps 

Our preliminary results confirm a few predictions from the model discussed above. First, we 
examine the effect of reduction of information friction on crop’s price dispersion. Using 
specification [1], we find a significant negative relationship between telegraph access and 
price dispersion for rice in all three qualities. The estimates share similar magnitude for all 
three qualities. On average, having access to the telegraph reduces the price dispersion by 
more than 10 per cent of its baseline mean. Then we turn to examine the effect of reduction of 
information friction on crop’s price volatility. Using a modified specification [1], we find a 
significant positive relationship between the telegraph access and price volatility for rice in all 
three qualities. The estimates share similar magnitude for all three qualities. On average, 
having access to the telegraph increases the price volatility by about 20 per cent of its baseline 
mean.  Regarding the heterogeneous effects of transportation costs, interacting with access to 
major rivers, the effect on price dispersion reduction is stronger while the heterogeneous 
effect on price volatility is not significant.  Our next stage is to incorporate productivity shock 
measures and to follow the specification to test the prediction from the theory. Also, two 
potential instrument variables that were constructed based on geographic information will be 
explored further as alternative identification strategy. 
 

Keywords: information friction, trade, modern technology, market integration. 
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III/A   Labour Markets and Management 
 

Judy Stephenson (University of Oxford) & Patrick Wallis (London School of Economics) 
Industriousness, income and internal labour markets in London construction, 1675-1725 

This paper uses a new source, the extensive call records of the reconstruction of St Paul’s 
Cathedral over the half century from 1675 to 1725, to investigate the income and working 
patterns of those employed directly as labourers by the clerk of works, responsible for the 
project management of this huge project. The paper offers new, unprecedented data on the 
number of days worked by men in the building industry in early modern London. We show 
that the distribution of employment was much more variable than assumed, and explore 
seasonal and long-term variation in hiring. We highlight the importance of internal labour 
markets and networks in giving building labourer’s access to days of work and other work. 
 

Kristin Ranestad (University of Oslo) & Sven Olofsson (Uppsala University) 
Management and institutional reforms in Scandinavian copper mining: A comparison of 

Røros Copper Works and Falun Copper Mine in the late 17th and early 18th centuries 

Managing large-scale copper mines in early modern Scandinavia was highly challenging. 
Hundreds of miners and smelters worked at the mines, smelting plants and did transportation 
work and large amounts of capital and raw materials were needed. Literature about the 
business development and management stresses the many managerial challenges which 
developed in larger production units in the seventeenth and eighteenth centuries, especially 
joint-stock mining and manufacture corporations. According to Sidney Pollard, such 
enterprises ‘came to grief almost without exception’ due to technical difficulties, accountancy 
problems, work discipline, inefficient ore management, poor supervision, bribery, inability to 
raise enough capital, fraud by managers and farmers, mismanagement, etc.471 

Scandinavian copper mining corporations seem to represent remarkable historical 
cases. Røros Copper Works and Falun Copper Mines were large-scale mining organizations 
set up much like joint-stock companies which operated for several hundred years. This paper 
explores the complex management systems and managerial problems which developed in the 
late seventeenth and early eighteenth centuries in Falun and Røros, and how these challenges 
were overcome. Røros and Falun had many of the managerial problems that Pollard 
addresses, which led to deficits, starving workers, operational difficulties, and – in the case of 
Falun – mine collapses. Both places, people in different positions and social level – for 
different reasons – were accused of abusing their position and power for personal gain. 
Workers suffered economically and reacted to what they expressed as ‘unfair’ organization 
forms. They functioned as informants and, by this, pressured the state to act. 

In Falun, instead of salaried middle-managers, Falun Copper Mines used a 
management system in which owners were more directly involved in operation. Some of the 
owners – so called ‘guards’ – were responsible for supervising and controlling the practical 
work at the mines. Their income was based on their privilege to freely search for and mine ore 
at their own expense. After three years of mining, they turned over the remaining ore and 
mine constructions to Falun Copper Mines. The issue was that guards delegated areas with 
rich copper ore to sons and relatives. In other words, they made profit by taking the best part 
of the ore at the expense of the mining organization. Guards worked independently, which 
meant that there was a lack of work organization and little coordination between the different 
parts of the mine. Copper ore was removed randomly, and it was probably this which led to 
the ‘Great Cave-In’ in 1687 and a decline in production. The early eighteenth century 
reforms, introduced by royal commissions, were encouraged by miners. The reforms sought 
to overcome the inefficient guard-system and gradually replaced the guards with employed 
‘mine managers’. The new system sought to bring the opportunistic behaviour to an end and 

                                                 
471 Pollard, The genesis of modern management, p. 14. 
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involved a centralization of management and an increased control for Falun Copper Mines of 
the mines and the mining operation. 

Managerial problems in Røros were related to owners failing to fulfil their obligations. 
The Works depended on the personal economy of the owners as they were personally 
responsible for their shares and delivered food provisions, money for wages, provisions and 
operational inputs annually. The provisions were to be delivered before they were paid the 
corresponding copper. However, some of the largest owners did not deliver their 
corresponding provisions – and were still paid in copper – with the consequence that workers 
and farmers were not paid for several years, input materials lacked, mines were inundated, 
and food prices increased. Social conditions were precarious, and the Works suffered deficits. 
Workers and farmers pressured state officials and the King, who in turn established two Royal 
commissions in 1685 and 1688, which changed the management system. The Commissions 
implemented measures which changed the ownership structure, increased control functions 
between owners, the Director and middle-managers to ensure copper deliveries, wage 
payments and supply deliveries, and they increased the control of the state – through the 
Mining Office – on provision prices, supplies and copper deliveries. 

Røros Copper Works and Falun Copper Mines did not ‘come to grief’ and continued 
operation for centuries. In Røros, the economic and social situation was quite different after 
the tumultuous first decades. Workers and farmers were paid, and supplies were delivered 
regularly. The eighteenth century was marked by an increase in production, profit and 
improved social conditions. Røros became the ‘richest mining works in Europe’. In Falun, on 
the other hand, production continued to decrease after the reforms, and the business never 
recovered after the Great Cave-In, but the adoption of employed middle-managers facilitated 
improved coordination of the mine divisions. The reforms helped to solve the managerial 
problems, they prevented close-down, and they lay the institutional foundation for ongoing 
operation. 
 

References 
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Tim Barmby (Newcastle University) 
Labour contract auctions in 19th-century Cornish tin mining 

This paper considers the organization of labour in the Cornish Tin mining industry in the 
nineteenth century. It uses primary records of labour bargains made at Wheal Hearle mine 
near St Just in the early 1860s. One of the main points of interest is that these bargains were 
allocated by auction on a monthly basis. 

The mine captain would mount an elevated place where he would be visible to all the 
assembled miners, the work would be described and a price offered. The price would be given 
and if there was a taker at this price the captain would take a pebble from his pocket, throw it 
in the air, if someone called out a lower price before it hit the ground, the process would be 
repeated, until the bargain was set. 

The work was of two types, “tutwork” and “tribute”, tutwork was work involved in 
digging levels, shafts etc within the mine whereas tribute was the payment for the raising of 
ore. Tutwork would usually be a rate per fathom dug, Tribute was a sort of revenue share, in 
which the group of miners would get so many shillings in the pound (value) of the tin ore they 
raised. The paper will examine the relative variability of pay for the two types of work and the 
extent to which miners would switch between the two types of work. 

The paper will also consider further implications of these arrangements, using data to 
examine the extent to which miners were able to use knowledge (of geology) to make good 
decisions on which bargains to bid for. It will do this by examining the structure of the 
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distribution of earnings, and the extent to which groups of miners were able to earn 
persistently above the mean. 
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III/B   Prices, Wages and Inequality 
 

Cong Liu (Shanghai University of Finance & Economics) & Se Yan (Guanghua School of 
Management / Peking University) 
Grain prices, social conflicts, and public goods provision in 18th-century China 

In pre-modern societies, a common reason of conflicts is the lack of food. While a group of 
studies focus on grain prices and conflicts in the current developing world (e.g., Fjelde 2014; 
Bellemare 2015), less attention from the economic literature has focused on food and conflicts 
in history. Historians have long noticed the link between food and conflicts in the European 
context (e.g., Tilly 1971, 1983) and China (Wong 1997), but few studies have quantified the 
impact of grain prices and conflicts in history. 

This study documents a direct relationship between grain prices and conflicts using 
well-acknowledged grain price data in eighteenth-century China. Combined with measures of 
social conflicts from multiple sources, we examine the impact of price fluctuations on food-
related urban protests and large-scale riots. In addition, as government was aware of the harm 
of conflicts, potential preventions and their effects are also of interest. We separate public 
goods by its providers and compare the effect of public goods provided by the government 
and the ones provided by local elites. 

We combine data from multiple sources to build a panel dataset at prefecture level 
from 1742 to 1795. In the future, we plan to extend our study to the end of the nineteenth 
century. The grain price information originally comes from provincial governors’ reports to 
the central government, which is regarded as having high credibility (e.g., Chuan & Kraus 
1975) and widely used in previous studies (e.g., Shiue 2002; Shiue & Keller 2007a, 2007b). 
As there is no consensus about descriptions of conflicts yet, we use data from multiple 
sources to provide evidence on different types of conflicts, including urban protests and large-
scale riots. To address concerns on endogeneity, we use weather conditions to instrument 
fluctuations in grain prices. 

We then consider how public goods provision might have mitigated this problem. 
Since government was fully aware of potential harms due to bad harvest, they actively 
prevented food riots by building a series of institutions of famine relief (Will 1980). The 
institutions functioned well in most situations during the period we examine (Will et al., 
1991). Besides official institutions, we also consider granary and relief service provided by 
the local gentry. As candidate or retired officials, the local gentry had higher social status than 
commoners and participated in managing local affairs (Chang 1955, 1962). Recent literature 
also notices the role of clan in historical China (Greif & Tabellini, forthcoming). We use grain 
storage in government-managed granary system from Will et al. (1991) as a measure of public 
goods, and the density of jin-shi of each prefecture from original archives to proxy the power 
of gentry. 

Our preliminary results find that higher grain prices, compared with prices in previous 
years, were associated with more conflicts, especially protests due to food. This result 
confirms our conjecture that fluctuations of grain prices in pre-modern China caused social 
instability. In addition, both types of public goods were likely to reduce conflicts due to 
higher grain prices. 
 

Jeanne Cilliers & Erik Green (Lund University) 
Did it pay to be a pioneer? Inequality and wealth accumulation strategies in a newly settled 

frontier society 

The drivers of wealth inequality is a field of research that has received considerable attention 
by scholars (Piketty 2014, Jones 2015). Much of this research focuses on industrial 
economies, but significant levels of inequality are shown to have already existed in pre-
industrial Europe (Soltow & Van Zanden 1998, Bengtsson et al. 2017). Our knowledge of 
wealth inequality and its drivers in pre-industrial societies outside Europe is, however, 
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limited. This is especially true for Africa where research on inequality is hampered by severe 
data limitations. In this paper, we will contribute to the debate on inequality in pre-industrial 
Africa by constructing a unique dataset that allows us to provide robust estimates of wealth 
inequality while identifying different wealth accumulation strategies in a newly-settled, 
colonial frontier society: the Graaff-Reinet district in South Africa’s Cape Colony. The Cape 
of Good Hope Panel (CGHP) is an annual account of household production in colonial South 
Africa, while South African Families (SAF) is a complete genealogical register of European 
settlers and their descendants at the Cape. Both are unique in their size and scope across time 
and space and combined, they offer a longitudinal household-level account of the 
demographic and socio-economic behaviour of settler farming households. We use the dataset 
to analyse how initial conditions determined inequality or if the latter changed over time due 
to individuals’ accumulation strategies. From frontier settlement (1786) to frontier closure 
(1828), we trace the extent to which the propensity to accumulate wealth was determined by 
pioneer settlers’ ability to capture Ricardian rents through their access to the most fertile land, 
and their superior knowledge of land and market conditions (Gregson 1996). More 
specifically, by comparing the wealth and asset holdings of early-arrivers to those who settled 
later, we analyse temporal changes in the distribution and composition of farm household 
wealth and identify various wealth accumulation strategies. Controlling for the size and 
persistence of the pioneer-premium, we further disentangle the effects of changing household 
size (Chayanov 1986) and lifecycle savings (Kearl & Pope 1983) on the accumulation of 
wealth. In doing so, we are able to identify both the drivers of inequality and determine how 
they changed over time. 
 

Sara Torregrosa Hetland & Oriol Sabaté (Lund University) 
Income tax and war inflation: was the ‘blood tax’ compensated by taxing the rich? 

Major warfare and mass mobilization during the two World Wars were associated to 
increasing top rates in income taxes in most Western countries. Scheve & Stasavage (2016) 
argue that this was due to the use of ‘compensatory arguments’, as governments tried to 
respond to the greater battle efforts of poorer social groups by taxing the rich. Other authors 
have emphasized the ‘ability to pay’ principle and the redistributive goal of the income tax, as 
well as the enormous fiscal pressure exerted by military conflicts (e.g., Steinmo 2003). As a 
consequence, the literature has generally accepted that the tax system became more 
progressive in this period. For example, in the United States, the First World War  gave place 
to ‘soak the rich’ taxation (Brownlee 1996) and in the United Kingdom a fragile political 
equilibrium sought to increase revenue without imposing heavy consumption taxes on the 
working class (Daunton 2002). 

We argue, however, that the war-related effect on the progressivity of income tax is 
less clear-cut than previously thought, as wartime inflation could have exerted a counteracting 
impact. When exemptions and bracket limits are not adjusted for inflation, increases in 
nominal incomes push citizens into higher tax brackets, or include new individuals from the 
bottom of the income distribution into the tax rolls (the phenomenon known as ‘bracket 
creep’). This takes place even when there is no increase in purchasing power in real terms, 
and calculations with both modern and historical data have shown it to have a regressive 
effect (e.g. Smith 2001, Immervoll 2005). At the same time, inflation reduces the real value of 
family allowances, which tend to be relatively more important for taxpayers at the bottom of 
the distribution. Therefore, we hypothesize that during the two World Wars the progressive 
effect of increasing top marginal tax rates was partially compensated by the impact of 
inflation. 

Price increases were indeed acute during the two World Wars, and a cause of worries 
for policymakers. In the First World War they attained very high levels, with an annual 
average of nearly 10 per cent in the United States and 14 per cent in the United Kingdom for 
the period 1914-19. Non-belligerent countries like Sweden also experienced high rates of 
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inflation (19 per cent in the same period). During the Second World War the rates were not as 
extreme (Broadberry & Harrison, 1998), but they still were situated around 4-5 per cent 
yearly in the above-mentioned countries, clearly above prewar levels. This means the increase 
in prices was a non-negligible part of the growth in nominal incomes, above what has been 
the standard in more recent decades. 

In this paper we compile and analyse new data on tax rates, the distribution of income, 
and wartime inflation in a sample of developed countries, both belligerent and neutral during 
the First and Second World Wars. Our current dataset includes Sweden, the United Kingdom 
and the United States, but will be expanded to incorporate France, Germany and Switzerland. 
The main sources are original statistics of tax administrations and statistical agencies. These 
have been previously used by the top incomes literature (Atkinson & Piketty 2007, and 
related work), but only for a focus on the wealthiest, while here we look at the whole range of 
taxpayers – and indeed, at how taxes affected the whole population, as they expanded 
downwards over the period. 

We provide new insights about the historical evolution of marginal and effective tax 
rates by income levels, as well as indices of progressivity and redistribution. Our 
methodology relies on generating synthetic samples of taxpayers from the original grouped 
data, consistent with it in mean and distribution, following Shorrocks & Wan (2008). This 
allows us to work with percentiles of taxpayers, and enables comparability across time and 
countries. We will additionally simulate a range of inflation scenarios in order to isolate the 
effect exerted by bracket creep on the evolution of fiscal progressivity and redistribution. 

The preliminary results give support to our hypothesis that inflation partially 
compensated the progressive effect of increases in top marginal tax rates. Bracket creep 
contributed to shift the burden of the income tax from the very top of the income distribution 
to a broader segment of the population which, at the end of the Second World War, included 
middle and low incomes. For instance, the number of tax returns soared in the United States 
from 429,000 in 1917 to 7.3 million in 1921, while almost 40 million households started 
paying income tax at some point between 1939 and 1945. The increase in the tax burden for 
the middle ranks was far from negligible, even if the calculations to isolate the impact of 
inflation are still underway. 

Our results will pose new fundamental questions, such as the extent to which 
governments and political elites took these effects into account when committing to 
progressive fiscal reforms.  
 

Keywords: taxation, world wars, progressivity, bracket creep, fiscal legitimacy. 
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III/C   Working Class Poverty, Thrift and Financial Inclusion 
 

Samantha Williams (University of Cambridge) 
Paupers behaving badly: Punishment in the Victorian workhouse 

The New Poor Law ushered in a new era of the deterrent workhouse. Strict rules were 
employed for the good behaviour of inmates and any deviation from these rules could result in 
punishment, from the withholding of meals, to solitary confinement in the refractory ward, to 
whipping, to a spell in prison. This paper will explore the power held by guardians, masters, 
matrons, nurses, school masters and mistresses, and magistrates over workhouse inmates and 
the agency employed by paupers in the face of such a restrictive existence inside these 
‘Bastilles for the poor’. The paper draws upon over 1,000 cases from workhouse punishment 
extant for a range of English regions in Lincolnshire, Warwickshire, Nottinghamshire, Sussex 
and Cumbria. It analyses the cases quantitatively in terms of gender and age, type of offence, 
punishment inflicted, repeated offending, differences between workhouses, and change over 
time. 
 

Dave Postles (University of Hertfordshire) 
The fortunate few: thrift and the working class (again) 

Recent investigation has directed attention to the deposit accounts of savings banks as an 
indicator of the ability of and propensity for the working class to save (Perriton & Maltby; 
Maltby). In one sense, recourse to savings banks complied with the ideological constraints of 
social control and reflected inversely the different (moral) standards imposed on or associated 
with the middle class and the working class (Johnson). There is the possibility, however, that 
deposits in savings banks miss aspects of a working-class independent ethos. Such a potential 
difference – one of necessity, but also choice – was illustrated by Noonan in The Ragged 
Trousered Philanthropists and also through the relationships with pawnbrokers (Tebbutt): 
working class people ‘invested’ in household goods (‘assets’) which temporarily improved 
their lives, but were ‘realizable’: they were capital which could be liquidated in times of 
necessity. 

Accordingly, we might examine the Probate Calendar introduced in 1858 as an 
alternative source for the ability of the working class to accumulate as a prospective form of 
saving. The proposed paper is based on such data for Leicestershire. There are obvious 
caveats. The valuation occurred at death, at the end of the lifecourse, but we might suspect 
little adherence to a Chayanovian household lifecycle relinquishing of goods in later life, for 
these assets still provided a capital reserve (as well as inertia in their disposal). Secondly, the 
deceased have been divided into various categories of work, but we know from Noonan’s 
description of building work in Hastings that the employment of the various building 
craftsmen was often not in their particular skill, but whatever work was available, usually at 
lower rates. Thirdly, the numbers involved are low. One reason is that a vast realm of 
deceased has been excluded here because it is uncertain whether they were employed or self-
employed, so, for example, all painters, plumbers, glaziers, and so on, have been excised. 

The concentration is thus on ‘unskilled’ (labourers), semi-skilled (framework knitters, 
although a declining industry), and skilled (shoe operatives, engine drivers). What the data 
indicate is the possibility for the fortunate, diligent, but minority of, working-class employees 
to accumulate personal estate, in many cases comparable with the capacity of the lower-
middle-class retailer, who depended on their ‘aggregate (local) demand’ (Keynes) (a massive 
contrast with London’s People of the Abyss in the east end of the metropolis, less so Noonan’s 
Hastings). There are other categories which illumine the range of working-class opportunity. 
Workers in extractive industry had very poor potential. The new railway industry, in contrast, 
elevated a new ‘labour aristocracy’, particularly engine drivers.  Factory-based shoe 
manufacture had a potential impact also for skilled artisans (e.g. clickers). 
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Between 1858 and 1903, the estates of just over 23,400 deceased in Leicestershire 
were valued in the Probate Calendar. More than 7,500 pertained to women – widows, wives 
(after the Married Women’s Property Acts), and spinsters, which are all discounted because 
their occupational and class status are elusive (although more detailed investigation of 
women’s personal estate in the Probate Calendars would be rewarding and it should be borne 
in mind that some of these women contributed to the estate of male deceased). The 
representation of the ‘lowest’ classes is, of course, minimal. This paucity must be emphasized 
as a potential indicator of the inability of most of the working class to accumulate. A future 
stage in the analysis will relate the numbers of probate valuations to mortality returns in the 
local MoH Reports. 

The total number of labourers’ valuations, for example, just exceeds 500. The numbers 
of new skilled working-class estates are even sparser: 83 combined factory shoe operatives 
(clickers, finishers) and 56 engine drivers. The valuations of their estates are compared with 
those of men engaged in the drink trades (licensed victuallers, beerhouse keepers, and 
publicans) and retail provisioning (butchers, grocers, shopkeepers), with due attention to the 
gradations within these enterprises. 

Graphical representation of the quantitative data will be uploaded in due course at: 
http://davelinux.info/thrift/index.html to allow examination before the paper is delivered. 
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Rajalaxmi Kamath & PC Narayan (IIMB) 
Mainstreaming the financial inclusion agenda in India: Lessons from the South Kanara 

district of the Madras presidency of colonial India 

Over 21 per cent of the world’s unbanked reside in India. The Indian government envisages 
that by 2021, over 90 per cent of these, empowered by formal finance, will become active 
stakeholders in the economic progress of the country through formal banking channels.472 In 
2015, licences were granted to differentiated banks like the Small Finance Banks and 
Payments Banks. Financial Inclusion has always been a much ‘flaunted’ policy agenda since 
India’s Independence in 1947, but the outcomes have been very mixed. Post independence, 
the state played a key role through promoting cooperative credit societies, nationalizing big 
private sector banks and facilitating several supply side measures to ease access to credit. Post 
1990s, the focus was more on demand led private initiatives through self-help groups and 
microfinance institutions. Today, there seems to be a policy turn again towards formal 
institutions like Banks.  Given these policy reversals, the state seems to be grappling with 
implementing a sustainable agenda for mainstreaming financial inclusion through formal 
                                                 
472 Pradhan Mantri Jan Dhan Yojana (PMJDY) was launched in 2014 as a National Mission on Financial 

Inclusion to provide universal banking access with at least one basic banking account per household. 
https://en.wikipedia.org/wiki/Pradhan_Mantri_Jan_Dhan_Yojana, last accessed 21 August 2017. 
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banking channels. To this end, we turn back to a period of Indian banking history to derive 
lessons from the trajectories of the indigenous joint stock banking companies (Nidhi’s), often 
termed swadeshi banks that spontaneously emerged, especially in southern India, at the turn 
of the twentieth century.473 

This splurge in banking initiatives during the swadeshi movement, that saw a spurt in 
activities to gain independence from the British rule through the first half of the twentieth 
century, was at the behest of a few businessmen and professionals, especially in the smaller 
towns of southern India. Around 78 banking companies were registered from 1870 to 1948 in 
the state of Karnataka alone.474 Many disappeared due to lack of adequate capital (some banks 
had a paid up capital of only a few thousand rupees). The ones that survived went through 
several critical periods, both pre- and post- India’s independence in 1947, including 
‘nationalization’ (i.e. 100 per cent government ownership) of banks in two tranches – first in 
the 1960s and then in the 1980s. 

In this context, we focus specifically on the Dakshin Kanara district in coastal 
Karnataka (South Kanara of the erstwhile Madras Presidency of British India). Between 1880 
and 1935, 22 banking companies were established in coastal Karnataka. We take up this 
district for two reasons (a) Three nationalized banks of the country today, out of the total of 
21, had their origins in this period in two towns of this district – Mangalore, the 
administrative headquarters of the district and Udupi, a temple town 60 kms to its north. The 
Corporation Bank was set up in May 1906 in Udupi, while the Canara Bank was set up in July 
of the same year in Mangalore. In November 1925 Syndicate Bank started operations in 
Udupi; (b) All three banks were closely associated with a minority community in that district, 
namely the Gowd Saraswat Brahmins (GSBs). Many of the founders and initial Board 
members of the three banks were lawyers, teachers, doctors and philanthropists from this 
community. This community was predominantly a petty trading community, without any 
established history of indigenous bankers (shroffs/sowcars).475 

A ‘constellation of forces’ including religion, caste, psychological traits, colonization, 
state support post colonization and infrastructural facilities contributed to the emergence of 
business communities in India.476 Commissioned biographies of all three banks point to the 
ethos of this community (gameinscaft) in initiating these banking companies.477 These were in 
the nature of small finance banks of today, primarily catering to the needs of the community. 
The GSB community in South Kanara was an immigrant community, and their exodus from 
Goa during the early eighteenth century is a big part of its collective and kinship identity.478  
The importance of kinship in structuring commercial operations, especially during the 
colonial era, cannot be underplayed. However, we are more interested in understanding the 
concrete decisions taken by the founders of those three banks that helped stabilize and expand 
their operations (gesellschaft) – in terms of opening of branches, credit/deposit ratios, capital 
adequacy and appointment of workforce and Board members – when others around them were 
failing. This has to be seen in the background of banking laws of that era being weak, a fairly 
rigid liquidity position in the British colonial era of that time, and little or no supervisory 
oversight by a Central Bank / Monetary Authority until the late 1940s. 
                                                 
473 Seshadri, R. K. A. (1982). A Swadeshi Bank from South India: A History of the Indian Bank, 1907-1982. 

Madras: Indian Bank; New Delhi: Orient Longman. 
474 Thingalaya, N. K. (1999). The Banking Saga: History of South Kanara Banks. Corporation Bank, 

Mangalore. 
475 Ray, Rajat Kanta (2002): Indigenous Banking and Commission Agency in India’s Colonial Economy in 

Money and Credit in Indian History - From Early Medieval Times. (ed) Bagchi, Amiya Kumar. Indian 
History Congress. Tulika. New Delhi. 

476 Sheth, N. R. (1984). Theoretical framework for the study of Indian business communities. Business 
communities of India: a historical perspective, 9-25. 

477 Commissioned Biographies for all the three banks by the journalist late Mr. M.V. Kamath. 
478 Tambs-Lyche, H. (2011). Business Brahmins: The Gauda Saraswat Brahmins of South Kanara. Manohar 

Publishers & Distributors. 
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Our methodology will rely both on primary and secondary sources and oral histories 
dealing specifically with (a) the commissioned biographies of the three nationalized banks 
given above, (b) the socio-demographic, economic and banking data of South Kanara district 
for the relevant period, especially with regard to the expansion of banking companies, bank 
branches and mobilization of savings and (c) Narratives and recollections by the retired 
officials of the three banks. We will focus from the early nineteenth century (the time these 
banks had their origin as banking companies) to the 1970s, 10 years after their nationalization. 
India’s Independence and the Banking Regulation Act (BRA), 1949 will be another time-
marker. 

We propose to chronicle the ameliorating factors that made these three nationalized 
banks, which began their journey as small banking companies in the same district in the pre-
independence period, and grew to become key players in the banking sector of India. Those 
findings will help build a compelling narrative of what is really needed to achieve India’s goal 
of universal banking access in the current socio-economic context. 
 

Keywords: banking history, financial inclusion, South Kanara district, India. 
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III/D   Education 
 

Jaime Reis (Universidade de Lisboa) & Nuno Palma (University of Manchester) 
A tale of two regimes: educational achievement and institutions in Portugal, 1910-50 

An active debate has been taking place for some time concerning the determinants of 
schooling or of levels of human capital in different countries, particularly those where 
historically education has developed more slowly and recently. Although other variables, such 
as income and land inequality, ethnicity, religion, factor endowments and GDP per capita 
have been invoked to help account for these divergences, the prevailing view is that political 
and institutional factors are of prime importance. Studies have argued that countries which 
lacked democratic forms of government and where the suffrage was not widespread have been 
apt to have lower literacy rates and school enrolment. The link is that the supply of publicly 
funded mass education is a political decision and the elite minorities which hold political 
power do not favour a wide dissemination of human capital. Conversely, the story goes, the 
majority, who aspire to more education, lack the “voice” that will make this situation change 
(Engerman, Mariscal & Sokoloff 2009; Gallego 2008; Lindert 2004, 2010). 

This literature suffers from several shortcomings. It tends to underplay the fact that 
human capital is not just the consequence of policy decisions but also of investments made by 
families whose decisions are strongly influenced by a variety of economic circumstances 
(Boucekkine et al. 2007). Consequently it presents the provision of schools as the panacea for 
educational backwardness, forgetting that better access to education is only a necessary 
condition. While more favourable schooling policies will cause the appearance of more and 
better schooling facilities, which in the right context can lead to beneficial effects (Duflo 
2001), these expanded opportunities will not necessarily involve students more unless their 
families also want to send their children to them, and are able to do so. In fact, the historical 
record registers only few cases where the state was successful at coercing families in this 
matter. 

This suggests a need to consider the positive incentives which can determine 
individual decisions to invest in human capital and make the latter come into existence. There 
is a related debate in the development literature. Jeffrey Sachs considers poor countries need 
to have good schools provided by the government, even if market conditions for their 
provision do not exist (see for instance Sachs 2005). In opposition, William Easterly argues 
what is important is that there is strong demand for education driven by increasing returns to 
human capital, and that unless these conditions are in place there is no point in government 
supplying education (Easterly 2001). Banerjee & Duflo (2011) have a more nuanced view, 
arguing that some state provision is necessary but conceding that the role of underlying 
demand is also critical. Indeed, a number of empirical studies have confirmed the role of 
market conditions in providing the required incentives for people to choose to endow their 
children with higher human capital levels (Foster & Rosenzweig 1999; Jensen (2012); Oster 
& Millett (2010)]. 

As far as the economic history literature is concerned, results have mostly been 
obtained by means of panel data, and encompass a large number of countries over fairly 
lengthy time spans. In these specifications, explanatory variables often have to be aggregated 
and therefore miss out a lot of information. Dependent variables are all too often broad 
measures such as school enrolment or educational expenditure as a percentage of total 
expenditure or of GDP. A further difficulty in studying a large collection of countries over 
time is that this approach does not lend itself to exploring more deeply cross-sectional 
institutional differences which are crucial to the debate (Lindert 2010). 

In this paper we follow a different methodology. We use individual-level data from 
one country only. Our dataset includes detailed information on the completed school careers 
of several thousand individuals, as well as about the circumstances facing their families 
during childhood. We consider different generations and gather observations at benchmark 
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years using a new source: unpublished military recruitment registers. This allows us to 
employ a dependent variable which measures years of schooling as well as exam results 
directly, an attractive feature relative to the more ordinary usage of enrolment data.  Our 
dataset therefore evaluates “scholastic achievement” rather than the system that produces it 
and thus brings the analysis closer to the ultimate issue of relating education to economic 
performance. Another advantage is that it invokes a useful though generally ignored 
discussion on the literacy versus illiteracy dichotomy and draws attention to the diversity of 
contents which can be present in the concept of being “literate”. 

The choice of Portugal as a case-study is justified by two circumstances. One is that 
ever since official statistics have been gathered, it has been one of the worst performers in the 
field of educational attainment in the Western world (Lindert 2004, Reis 1993, Amaral 2002). 
At the beginning of the twentieth century, its illiteracy rate of 75 per cent of the population 
over 7 years of age was among the highest in Europe – in Spain it was only 53 per cent, in 
Italy it was 46 per cent. In 1940, this was still 50 per cent and only fell to a quarter as late as 
1970. The other is the succession of political regimes which it experienced during the 
twentieth century, which assumed disparate stances on the questions of schooling and the 
extent of permitted political participation. In this context, an especially significant contrast 
opposes the 1st Republic (1910-26), a “limited” parliamentary democracy with an elected 
head of state; to the corporatist dictatorship of the Estado Novo (1933-74), which denied the 
population any possibility of freely exercising the suffrage. For Portuguese historians and 
public opinion, this opposition between the two regimes is the most important of all and 
epitomizes the main political and ideological struggles which have marked the twentieth 
century. 

We have chosen for the present exercise the period 1910-1950, a period in which there 
was a marked rise in literacy in Portugal. This enables us to compare the efforts at producing 
human capital by these two regimes over similar time spans (16 and 24 years, respectively), 
while controlling as much additional factors as possible. Interestingly, during the entire period 
of our sample, the skill premium was falling. The fall in skill premium is suggestive evidence 
that fast accumulation of human capital does not need to be driven by rising returns to human 
capital. It is seems possible the number of people accumulating human capital at this time 
grew faster than did the available jobs requiring such skills. Our proxy for the school 
premium is the ratio of a worker on the textile sector relative to the raw labour wage rate. 
Hence is a real measure. While this is evidence for one sector only, textile sector output grew 
in real terms 63 per cent between 1924 and 1940, while male literacy for those of 10 or older 
years old grew from 1.6 to 2.9 million during the 1920-40 period, which corresponds to a net 
growth of 81.25 per cent. So perhaps the decline in skill premium is not that surprising. We 
suggest that some of Estado Novo’s policies were targeted towards expanding the educational 
opportunities of the poor worked, and hence led to some social convergence. 

In this paper we consider if institutional conditions, in particular with regard to the 
openness of the political process, had the effect on educational policies which the common 
political economy view leads one to expect, that is, that less democratic systems should be 
strategically less interested in educating the masses. A related question is whether a model 
which comprises both policy and family-based decision approaches provides a valid 
complementary explanation for variations in the supply of human capital over time to one 
focused mainly on institutional and political conditions. We must keep demand-side 
conditions constant before we can make any definite conclusions about the importance of 
state-sponsored supply. A related point is that we must control for confounding by keeping 
economic growth constant in some way, since it affects both supply and demand over the long 
run. In this paper we suggest and implement procedures which take into account each of these 
considerations. 

The evidence shows that while the economic elements which shaped family decisions 
on education were critical and cannot be dismissed, supply mattered too, and on this matter 



  Academic Session III / D 
 

 291 

the more “democratic” Republic was substantially less successful than the authoritarian 
Estado Novo in expanding elementary education (even if under the dictatorship average 
quality of provision may have been lower). It is also the case that poor individuals which had 
limited political voice under both regimes benefited the most from new educational 
opportunities, but this effect is much stronger for the Estado Novo. 
 

Rinchan Ali Mirza (University of Namur) 
Forced migration and development: Evidence from Pakistan through Partition 

The partition of British India in 1947 into India and Pakistan resulted in one of the largest 
mass migrations in human history. Around 17 million people were forced to migrate in the 
wake of the riots that ensued between Hindus and Muslims on either side of the newly created 
partition border. Given that the partition was based along religious lines, the main factor 
influencing migratory flows was religion. While Indian districts lost a substantial proportion 
of their Muslim population, Pakistani districts experienced the almost complete expulsion of 
their Hindu and Sikh populations. Hindus/Sikhs who left Pakistan were replaced by Muslim 
migrants coming from India, whereas, Muslims leaving Indian districts were replaced by 
Hindu and Sikh migrants from Pakistan. 

Using data on Muslim migrant presence as a proxy for the intensity of forced 
migration in Pakistan, and district level data on literacy and urbanization between 1891 and 
2009, I find that areas where forced migration was more intense have experienced faster 
growth in urbanization and have seen greater improvements in literacy in the long-run. Using 
pre-partition data, I show that the placement of migrants is uncorrelated with literacy, 
urbanization, and local infrastructure prior to 1947; thus providing evidence that the observed 
effects are not solely explained by the selection of migrants into districts that were pre-
disposed to economic development. Muslim migrants forced to move to Pakistan differed 
from the resident population in terms of their education and occupation. I provide evidence 
that the long-run impact of forced migration is attributable to the permanent change it induced 
in the educational status and occupational structure of districts across Pakistan. The sources I 
employ for collecting data on urbanization and literacy include the census reports of British 
India, district gazetteers of British India and district census reports of Pakistan. Data on the 
presence of Muslim migrants after partition comes from the 1951 census report of Pakistan. 
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III/E   Great Depression 
 

Natacha Postel-Vinay (London School of Economics), James Cloyne (UC Davis) & 
Nicholas Dimsdale (University of Oxford) 
The impact of fiscal policy on interwar British growth: A narrative approach 

There is still surprisingly little agreement on the consequences of fiscal policy on economic 
activity in the developed world. Theoretical arguments both for and against fiscal stimuli 
abound. As a result, many have turned to empirical methods to assess its role. Interestingly, 
interwar Britain stands out as a particularly contentious case (Broadberry 1986, Hatton 1987, 
Dimsdale & Horsewood 1995, Crafts & Mills 2015). The focus on interwar Britain may be 
due to its high relevance for today’s policymakers – indeed, with its high overhanging debt, 
turbulent business cycle, and low interest rates at the time, interwar Britain resembles many 
economies today. Whether fiscal measures had any impact at the time is a relevant question. 

The lack of empirical agreement on the British case may have to do with the sizeable 
challenge that economists and historians frequently have to confront when trying to answer 
the general question of the impact of fiscal policy on growth: while fiscal policy may affect 
the economy, the state of the economy also influences fiscal choices. In such circumstances, 
causation going from fiscal measures to growth may be hard to identify. 

In this paper, we apply a narrative approach to solve this problem for interwar Britain. 
Romer & Romer (2010) first adapted this solution to postwar U.S.: by looking at the narrative 
record behind fiscal policy moves, one may be better able to isolate exogenous ones. Their 
idea was to analyse policymakers’ motivations to differentiate choices that were directly 
related to the state of the economy from those that could be seen as more independent. Cloyne 
(2013) was the first to look at Britain, but focused on the post-1945 era. So far, no one has 
applied the narrative technique to interwar Britain. 

In the 1920s and 1930s, Britain stuck to budgetary orthodoxy and delivered austere 
budgets in most years until rearmament. This has led some – most notably Keynes (1933) – to 
advocate a fiscal stimulus to combat rising unemployment. While later scholarship often 
agreed that such a stimulus would have been beneficial (Broadberry 1986, Hatton 1987, 
Dimsdale & Horsewood 1995), especially in the low-interest environment of the 1930s, others 
eventually suggested that there was no missed opportunity. 

Indeed, Britain’s heavy national debt burden could have in theory reduced any 
multiplier effect through the Ricardian equivalence, and thus weakened the case for a 
stimulus. Crafts & Mills (2013, 2015), in particular, followed Ramey & Shapiro (1998) and 
Ramey (2011) by analysing unexpected changes in military spending, and estimated a 
multiplier below unity for the rearmament era. 

In this paper, we ask whether any kind of tax measure in the whole interwar era had an 
impact on economic activity. To find out, we explore policymakers’ motives for each tax 
change in depth, isolating only those that seem unrelated to current fluctuations in output. The 
fact that fiscal policy was generally not used for stabilization purposes until the postwar era 
suggests potentially useful variation at first sight. 

As in Cloyne (2013), we make use of Budget speeches from Hansard (1919-39). 
Budget speeches gave abundant information about the nature of changes and their motives. 
We also make extensive use of the historiography surrounding Budget decisions (e.g. 
Middleton 1985, Middleton 1996, Moggridge 1972, Peden 2000, Short 1985, Tomlinson 
1990). This allows us to make confident choices about the classification of tax changes, and 
build a detailed quarterly narrative of British interwar fiscal policy. 

Using local projections, we find that a one percentage point cut in taxes as a 
percentage of GDP increased GDP by 0.8 per cent on impact, rising to around 3 per cent after 
four quarters. It is therefore possible to infer that the tax multiplier in interwar Britain 
followed that in other periods, and was not greatly reduced by the economic circumstances of 
the time. Although multiplier estimates across the recent literature are lower than Keynes and 
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Henderson initially posited in their 1929 pamphlet Can Lloyd George Do It?, they still 
suggest that greater stimuli to the economy may have been beneficial. 
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Rebecca Stuart & Garo Garabedian (Central Bank of Ireland) 
Could a large scale asset purchase programme have mitigated the Great Depression? 

In the wake of the recent global financial crisis, central banks in many advanced economies 
cut interest rates sharply and engaged in large scale asset purchase programmes with the aim 
of restoring inflation and economic growth. Although asset purchases were considered ‘non-
standard’, they are not without historical precedent. In particular, the Federal Reserve 
purchased U.S. government securities during the Great Depression. Against a background of 
soaring unemployment and sharp deflation, the Fed purchased almost $100bn in U.S. 
government securities over the course of four months between April and July 1932. 

This episode has raised debate about the Fed’s policy at the time. Friedman & 
Schwartz (1963) argue that the 1932 asset purchases were successful in slowing the decline in 
money supply, prices and the real economy. This implies that the failure to extend these 
purchases was a ‘missed opportunity’. The question arises, could the Fed have prevented 
some of the hardships of the Great Depression had it purchased securities on a large scale? 

In this paper, we seek to answer this question using a Bayesian VAR framework 
which incorporates 17 variables that capture prices, output, the labour market and financial 
markets (Banbura, Giannone & Reichlin 2010). The literature indicates that by including a 
larger set of variables than would be possible in a classical framework, Bayesian VARs can 
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improve forecasting performance. We use the model to estimate forecasts conditional on 
alternative policy scenarios. These techniques have been used to study the effect of recent 
asset purchase programmes on economic and financial variables. In principle, they can be 
applied to the Federal Reserve’s purchases in 1932 to answer similar questions, however, to 
our knowledge no similar study has been undertaken. 

The baseline scenario we employ entails more aggressive monetary policy action by 
the Fed: a reduction in interest rates to the zero lower bound, and a continuation of the 
average level of purchases for a further 12 months. Alternative policy scenarios show how 
asset purchases could have improved economic outcomes compared to interest rate cuts, and 
the impact of purchase programmes of different sizes. 

Our findings suggest that this policy would have had a significant positive impact on 
the economy. Specifically, prices reverse their deflationary trend more quickly than 
otherwise, measures of output begin to grow again sooner, and measures of financial stress 
show a marked decline. 

In conjunction with this, we show that asset purchases would have increased the 
money supply substantially. This is unsurprising, but in line with Friedman and Schwartz’s 
prescription for the time. However, we show that this expansion of the money supply would 
have had a large impact on the exchange rate, most likely forcing the U.S. off the gold 
standard earlier than otherwise. In this respect, we also add to the literature which discusses 
the limiting role played by the gold standard on the Fed’s actions at this time (Hsieh & Romer 
2006; Bordo, Choudhri & Schwartz 1999. 
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III/F   Technological Change and Transfer 
 

Felix Selgert (Universität Bonn) & Alexander Donges (University of Mannheim) 
The consequences of a radical patent regime change: Evidence from a natural experiment 

This paper analyses the consequences of a radical patent regime change by exploiting a 
natural experiment: the compulsory and immediate adoption of the Prussian patent system in 
regions that were annexed by Prussia after the Austro-Prussian War of 1866. 

In the nineteenth century, patents were used in large parts of the Western 
industrialized world to protect technical inventions for a specific amount of time. The right to 
reap the gains from ingenuity should create incentives for innovation, but recent research has 
questioned this view. Cross-country studies suggest that the design of the patent system 
shaped the direction of technical change rather than stimulated innovation per se. It is 
however difficult to analyse the effect of the patent law on innovation, because the specific 
design of the patent law is itself a result of country-specific characteristics that could affect 
innovation and the direction of technical change. Likewise, a change in the domestic patent 
system, such as the abolition of patent laws in the Netherlands (1869), might be driven or 
correlated with past innovation or developments that affected innovation. In contrast to the 
existing literature, our setting, which takes advantage of a natural experiment, allows us to 
isolate the effect of a patent regime change from other developments. 

The analysis is based on a novel hand-collected panel dataset, including all patents 
from Prussia and four German states that were annexed by Prussia at the end of the Austro-
Prussian War of 1866 (Kingdom of Hanover, Electorate of Hesse, Duchy of Nassau, and Free 
City of Frankfurt am Main). We use a panel dataset with yearly observations on the level of 
administrative districts for the period 1846-77. In the first step of the empirical analysis, for 
which we use a linear fixed-effects model, we find that, after 1866, the number of patents per 
capita decreased significantly in regions where the former law was more patent-friendly than 
the Prussian system. On the other hand, there seems to be no significant change where the old 
patent regime was similar to the Prussian law. We can rule out a series of potential alternative 
explanations. By using additional data on economic development, we show that the decline in 
innovation is not driven by an overall decline of economic activity in the annexed territories. 
Furthermore, we can exclude the systematic discrimination of inventors in annexed territories 
as well as migration as alternative explanation for the observed effects. In the second step of 
the analysis, we ask whether the patent regime change affected innovation. To test the effect 
on innovation we use two proxies: first, patents that were filed by inventors from annexed 
territories in the Grand Duchy of Baden, which is one of the medium-sized German states in 
the South, where the patent system did not change; second, we use district-level data on world 
fair exhibits. 
 

John Murray (Rhodes College) & Javier Silvestre (University of Zaragoza) 
Transatlantic technology transfer: Coal mine ventilation, 1870-1910 

We document and analyse a new technology, mechanical mine ventilation, and its diffusion in 
two distinct streams from Europe to America. Our previous work (Economic History Review 
2015) found that mechanical ventilation in France and Germany significantly reduced fatal 
accident rates due to gas explosions. In this paper we use systematic mine surveys collected 
several years apart to show: (1) diffusion of an early ventilator from Belgium to eastern 
Pennsylvania, and (2) a later design from Scotland to western Pennsylvania. The Belgian 
technology dominated throughout our period in eastern anthracite mines. The later British 
technology became merely one of several in the western bituminous fields, where furnaces 
remained the single most common method of ventilation. 

Until the mid-century, mines were ventilated either naturally by temperature 
differentials or by use of a furnace. The furnace proved tenacious in much of Europe and 
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America, especially if miners themselves had a say in the matter. A furnace had no moving 
parts, had proved itself over the decades, and burned an endless supply of waste coal. 

From the mid-century, inventors sought to force greater currents of fresh air through 
mines with machines. The earliest methods emerged from Belgium, where ubiquity of 
methane in mines demanded new ventilation methods. The engineer Théophile Guibal (1814-
88) created a centrifugal fan with an exhaust chimney that widened as it rose. The Guibal 
ventilator rapidly diffused through Belgian mines and then to nearby fields, dominating the 
Ruhr fields 1870-90. After being licensed to the Vulcan Iron Works of Wilkes Barre, 
Pennsylvania, the Guibal was adopted widely in the anthracite region. By the turn of the 
century over 90 per cent of anthracite mines used fans for ventilation and of those, nearly 90 
per cent used Guibal fans. 

The successor technology was British. The Anglican cleric George Marie Capell 
(1845-1915) attached a disc-propeller fan to the outside of a centrifugal cylinder. The Capell 
fan was smaller but by revolving faster proved more cost-efficient than the Guibal. Despite 
scepticism among mining engineers, success in field trials led European mines to adopt the 
Capell. At the turn of the century the Capell was by far the most common ventilator in the 
Ruhr and was rapidly expanding its market share. Capell’s experience in the United States 
was less successful than Guibal’s. He leased production rights to the Clifford Fan Works of 
Pennsylvania but became embedded in litigation common in technology licences. In western 
Pennsylvania the Capell was one of many methods, ventilating only a tenth of mines, while a 
third still used furnaces. 

We compare diffusion of the Guibal ventilator in eastern Pennsylvania to the Capell 
ventilator in western Pennsylvania in a rough difference-in-differences structure, by using as 
baselines the diffusion of Guibal fans in Belgium and of mechanical ventilation in general in 
Scotland. We show that the diffusion of technology can vary considerably across small 
differences in scale economies, law, geology and engineering. 
 

John Singleton (Sheffield Hallam University) 
Baking a new technology: Breathing apparatus for mine rescue in Britain, c.1890-c.1930 

Although overall fatality rates in British coal mining were declining by 1900, occasional large 
explosions of coal dust and/or firedamp still claimed dozens or even hundreds of lives. Not 
until 1915 was there scientific confirmation that the best way of preventing the ignition of 
coal dust was to spread inert stone dust through the underground workings. In the meantime, 
mining engineers and their collaborators focused on the design of rescue equipment, an 
alternative (and in the event inferior) response to the challenge of explosions. Rescue stations 
were opened in each mining district, at first on private initiative, and later to comply with 
legislation. Rescuers needed breathing apparatus that would let them work safely in a 
poisonous atmosphere. 

Half a dozen or so varieties of breathing apparatus were used at any one time in the 
U.K. in the early twentieth century, though by the 1930s there was growing standardization 
around a couple: the Proto (compressed oxygen) and the Aerophor (liquid air). Many 
ingredients went into the mix, hence the baking metaphor. In fact the key ingredients were not 
rubber tubes, mouthpieces or breathing bags, but rather the individuals and groups, from 
tinkerers to academic scientists, from commercial companies to the Institution of Mining 
Engineers (IME), involved in the process of invention. 

Empirical research was conducted in the archives of several rescue stations and TNA, 
and extensive use was made of the Transactions of the Institution of Mining Engineers. For 
this paper, the records of the Rotherham rescue station were the most useful. Research was 
driven by an interest in mine rescue, and only after the evidence was collected was it framed 
in relation to the economic history literature. Work on collective invention (Robert Allen), 
open source technology (Peter Meyer) and user innovation (Eric von Hippel) enables us to 
organize and interpret the rich empirical detail on mine rescue apparatus. If anything, the 
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present case highlights the messiness of the inventive process: some but not all ideas were 
shared and some but not all participants were public spirited. 

The IME and its journal, the Transactions, were pivotal to the circulation of 
information about different types of breathing apparatus and their pros and cons. Striving for 
greater safety was a founding principle of the IME, and mining engineers (like academics) 
probably felt more loyalty to their discipline than to their current employer. High-quality 
papers were contributed by inventors and manufacturers, by users at the rescue stations, and 
by experts asked to evaluate different models. The Transactions also reported in detail on 
discussions of those papers at regional gatherings of mining engineers. In essence, the 
Transactions constituted a draft recipe book for improvers of breathing apparatus. 

One of the key participants in this network was W.E. Garforth, chairman of Pope & 
Pearson collieries at Normanton, inventor of coal-cutting machinery, coal dust investigator, 
mine safety campaigner, and designer of the Weg breathing apparatus. Garforth patented a 
special valve used in the Weg, but was far more anxious to spread the mine rescue gospel than 
to profit from it, even though the Weg had cost over £1,000 to develop. Siebe Gorman of 
London, makers of diving apparatus and mine rescue gear, and their German counterparts, 
Draeger, occupied the other end of the spectrum, focusing on sales and protecting their 
technologies. Standing partially above the fray was John Scott Haldane, a celebrated Oxford 
physiologist, who combined his university position with directorship of the Doncaster Coal 
Owners’ Research Laboratory. Haldane conducted rigorous evaluations of rescue apparatus 
for the government and for the Doncaster Coal Owners, who naturally enough wanted help 
choosing a safe and reliable model. Another academic, Henry Briggs of Heriot Watt College, 
engaged in government-funded research into breathing apparatus, and collaborated with the 
Mining Engineering Company of Sheffield to design the Briggs-Meco apparatus. Engineers 
and staff associated with rescue stations – tinkerers – made significant modifications to 
equipment. For example, W.C. Blackett, a prominent Durham mining engineer, and chairman 
of the Durham and Northumberland Collieries’ Fire and Rescue Brigade, made several 
modifications to the Aerolith, the earliest type of liquid air apparatus. There were also friendly 
links, at least until 1914, with leading German designers of mine rescue apparatus. In the 
1920s, the flow of articles on breathing apparatus in the Transactions more or less ceased, 
suggesting that consolidation was occurring. The government was starting to test and approve 
mine rescue apparatus, and some older types, including the Weg, were deemed obsolete. 
Siebe Gorman were now market leaders, not least because their Proto sets were used 
successfully by the British Army in the Great War. 

Breathing apparatus developed in an idiosyncratic way. Ideas were exchanged and 
evaluated by a variety of actors (some of whom wore several hats): there were mining 
engineers, coal owners, rescue station officials, engineering companies, civil servants, 
government consultants, and academic scientists. Patents were taken out for some 
improvements, but they mattered more to a firm like Siebe Gorman than to an enthusiast such 
as Garforth. The breathing apparatus story is broadly consistent with the behaviour discussed 
by Allen, Meyer, and von Hippel in their work on collective invention, open source 
technology and user innovation, but there are many rough edges because of the complex 
motives of the actors. The paper establishes the centrality of the Institution of Mining 
Engineers to the sharing of mine safety technology, and offers a new perspective on 
collaboration between the professions, business, academia, and the state in the development of 
new technology in early twentieth-century Britain. 
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III/G   Trade and Globalization 
 

David Chilosi (University of Groningen), Giovanni Federico (University of Pisa) & 
Federico Antonio Tena-Junguito (Universidad Carlos III de Madrid) 
Terms of trade during the first globalization: an empirical analysis 

Terms of trade are a major issue in international development economics. An alleged 
worsening in terms of trade has been considered a major hindrance to economic growth of 
peripheral countries since the 1950s. In recent times the focus has shifted on the negative 
consequences of de-industrialization and volatility. Historical data have widely been used in 
the debate, but the results have been inconclusive, as they are obtained with a motley 
collection of relative prices rather than with actual terms of trade. This work sets the record 
straight by using a newly compiled set of actual terms of trade for all polities from 1800 to 
1913. We find significant variations in trends across core and peripheral areas, small and 
inconsistent differences in the level of volatility between core and periphery and widespread 
and significant, albeit discontinuous, falls in volatility. These patterns match into falling 
prices of both primary products and manufactures, small differences in their levels of 
volatility and significant falls in volatility for both groups of goods. The next task is to 
examine how terms of trade’s trends and volatility relate to the composition of trade. So far 
the results suggest that a re-evaluation of the role of terms of trade in the great divergence is 
in order. 
 

Jamus Lim (ESSEC Business School) 
Global trade imbalances in the classical and postclassical world 

In 2016, the bilateral trade deficit between China and the U.S. amounted to $347 billion, a 
staggering amount just slightly less than the deficit the U.S. incurred against the rest of the 
world combined. Nor is this deficit between two of the world’s largest economic powers a 
one-off phenomenon: the U.S. has maintained this negative balance for more than two 
decades. What is most surprising about this persistent imbalance is that – in contrast to 
standard theory – the flow is occurring counter to endowments, with capital flowing from the 
labour-scarce economy to the capital-abundant one. 

While this circumstance of counter-endowment external imbalances – where an 
established global power maintains a deficit against a major emergent economy – is puzzling 
from a theoretical perspective, it is not novel. Indeed, the historical record of imbalances in 
the nineteenth and twentieth centuries indicates that such large deficits are not uncommon, 
and may even portend financial crises (Jorda, Schularick & Taylor 2011). However, evidence 
of similar episodes from earlier periods in history remains relatively underexplored, and there 
is little work that considers the matter of counter-endowment imbalances across episodes over 
earlier periods of global economic history. 

In this paper, we ask the question: how common was the pattern of large imbalances 
between two major economic powers prior to the industrial revolution? We seek to 
supplement the literature from the modern period (Jones & Obstfeld 2001; Jorda, Schularick 
& Taylor 2011; Taylor & Williamson 1994) by documenting common features surrounding 
instances of large global imbalances over three episodes during the Classical to Postclassical 
periods (1-1500 CE): the imbalance that began between the Roman empire and pre-Gupta 
India circa 1 CE, the imbalance between the Abbasid caliphate and Frankia under the 
Carolingian dynasty that started early in the ninth century, and the imbalance between the 
Western European kingdoms and the Byzantine empire that likely emerged around the 1300s. 

Our hypothesis is that major trading imbalances between major economic powers have 
been a semi-regular feature of the global economic system across history. Such “global” 
imbalances are typically sustained with counter-endowment flows between an established 
economic power – especially past the peak of its global economic influence – and a rising 
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economic entity during its period of catch-up development (Dooley, Folkerts-Landau & 
Garber 2004; Dooley, Folkerts-Landau & Garber 2009). 

Due to data limitations, our approach relies on imposing a precise theoretical 
framework on the limited quantitative data available. In particular, our analysis builds and 
interprets the evidence base surrounding the standard current account identity. Using this as 
an organizing principle, we collect textual and physical evidence related to components of this 
identity to determine the extent to which large counter-endowment bilateral trade and uphill 
capital flows existed between each dyad and the economic status of each entity in the dyad. 
We also offer some inferences on how long these imbalances may have persisted. 

We find that such imbalances between a more developed centre economy and a less 
developed peripheral one not only existed between 1 and 1500 CE, but among the three cases 
we examine, textual, archaeological, and numismatic evidence also suggest that these 
incidences persisted for extended periods of time, lasting at least several decades. 

These findings have clear implications for our understanding of existing global 
imbalances in our time, most notably the large trade imbalance that currently exists between 
the United States and China. Based on our historical research, we are led to conclude that 
such imbalances are not necessarily anomalies inherent to modern international economic 
organization, but rather are more inherent to the global development experience. 
Consequently, there is less reason for undue concern that the U.S.-China bilateral imbalance – 
essentially one between a rising economic power and an established one – may yield 
outcomes that threaten the stability of the global economy. 
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IV/A   Fiscal Administration and Public Credit 
 

Hanhui Guan (Peking University) & Jie Mao (University of International Business & 
Economics, China) 
The Silver Standard as a discipline on money over-issuance: The mechanism of paper money 

in Yuan China 

The Yuan was the first dynasty both in Chinese and world history to use paper money as its 
sole medium of circulation, and also established the earliest silver standard.  This paper 
explores the mechanism of paper money in Yuan China using data from original annual 
records of money issuances in Treatise on Food and Money of Yuan History (Shihuozhi of 
Yuanshi).  The findings of this paper are as follows. In the first stage of the Yuan monetary 
regime (1260-76), the value of paper money was stable due to the constraints of the silver 
standard, but after the middle stage (1277-1341), the central government had to finance fiscal 
deficits by issuing more paper money, and inflation was thus unavoidable. Empirical research 
also finds that the fiscal pressure from multiple provincial rebellions was the most important 
factor driving the government to issue more paper money. The issuance of paper money will 
increase by 84.06 per cent-103.03 per cent when multi-provincial rebellions happen compared 
with no multi-provincial rebellion, and will increase by 42.03 per cent-51.52 per cent when 
one more province is involved in multi-provincial rebellions, depending on different 
specifications of estimation. 

Contrary to the traditional view of most historians, the largesse of the emperor had no 
significant impact on the over-issuance of paper money. However, a strict silver standard 
could alleviate the over-issuance of paper money resulting from the fiscal pressure of military 
expenditures. Therefore, the experience of Yuan China proved that metal standards could be 
served as a discipline on paper money over-issuance once again, which has been found in the 
era of classical gold standard. The paper money in Yuan China experienced three stages: the 
stability of monetary value, inflation, and then hyperinflation. This experience can also be 
generalized to other dynasties. 
 

Richard Werner (University of Southampton) 
Sacred mysteries of the Exchequer: Public sector performance management in the Exchequer 

audits – an early and successful form of quantitative easing 

England under Norman rule was one of the richest countries in Europe. The institutional 
design of accountability to and control by the Exchequer, centring on a sophisticated system 
of performance measurement and management, using a formal accounting-based audit, 
controls and court-level legal judgment, was a key factor in England’s prosperity. The system, 
which was based on the visualization, tangibility and transferability of audit tools celebrated 
in an annual cycle of elaborate accounting and judicial ritual, enabled the government not 
only to increase the efficiency of fiscal administration far beyond the standards of other 
European nations, but to free itself from prior fiscal constraints in what amounts to an early 
form of ‘quantitative easing’. 

This argument solves the puzzles in the literature about the (a) lack of concern by 
exchequer officials about balancing the budget, and (b) issue of ‘fictitious loans’. It is found 
that the exchequer system was at least as sophisticated as that operated by contemporary 
China, which used state paper money (as opposed to the English wooden accounting money), 
and lasted longer than that of China, likely because of its stronger in-built controls. This 
administrative machinery remained in place for over seven hundred years, until the nineteenth 
century. It must rank as one of the starkest examples of the catalytic role auditing and 
accounting can play in delivering administrative and economic performance, innovation and 
in influencing society in many ways over the largest part of a millennium. 
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Keywords: assignment tallies, audit, control, credit, exchequer, fictitious loans, money 
supply, performance management, pipe rolls, receipt rolls, tally sticks, treasury, wardrobe. 
 

Patrik Winton & Peter Ericsson (Uppsala University) 
Politics of credit: The market for government debt in Sweden, 1715-60 

Scholars working on the growth of public credit and the expansion of capital markets during 
the early modern period have for a long time focused on developments in England, the Dutch 
Republic and France. Especially developments during the first decades of the eighteenth 
century, mostly associated with the concurrent “booms” of the South Sea Bubble in England 
and the John Law affair in France have attracted considerable scholarly attention. Less known 
however is that similar expansions of credit took place in more economically peripheral parts 
of Europe around the same time. For example in Denmark, the government issued 
government bonds and paper money on a new scale and in Sweden the regime issued large 
amounts of fiat coins and paper bills as well as government bonds. When the Swedish system 
was fully operational in 1717 and 1718, almost all people in the country were affected by it. 
In particular the fiat coins were widely spread to all sectors of society. Concurrently, a market 
for the government debt instruments was created. It was the Great Northern War and the 
demand for more resources that drove the political regimes in Scandinavia to expand liquidity 
and to expand the number of creditors to the Crown. However, at the end of the war liquidity 
was reduced by dismantling the expansionist policies. In our paper we will explore how the 
market for government debt in Sweden functioned and what impact it had on the broader 
development of credit. In particular, we will focus on how the regime tried to establish itself 
as a credible debtor, and how the reduction of liquidity was handled both economically and 
politically. We will also examine the different strategies actors involved in the market for 
government debt adopted to cope with the changing government policies, and the shifting 
market conditions. Additionally, we will compare the Swedish developments with trends in 
especially Britain, the Dutch Republic and France. By examining Swedish developments we 
will not just gain a better understanding of how the financial techniques introduced in the 
seventeenth and eighteenth centuries spread across Europe, but it will also improve our 
comprehension of the economic, political and social prerequisites for an expansion of 
financial markets in general. 
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IV/B   Trade and Shipping in the Long Eighteenth Century 
 

Spike Sweeting (V&A Museum) 
A reappraisal of the Ledgers of Import and Export (Cust 3) using 18th-century regional data 

The Ledgers of Imports and Exports, 1697-1780, known as Cust 3 are staples of discussions 
of eighteenth-century English and Welsh commerce despite their many shortcomings. 
Historians have paid particular attention to the problems caused by the ossification of the 
official values used by the Inspector General in about 1710 and their subsequent divergence 
from market prices as a result of inflation. Although questions have been raised, far less effort 
has been put into testing the internal consistency of the Ledgers against variations in the 
collection of the taxes due to the endemic corruption of the customs or shifts in demand 
caused by new manufacturing process. As S.D. Smith has warned, mechanization radically 
altered the profile of cotton consumption in ways barely registered by the customs’ official 
values. In order to rectify this oversight, the proposed paper will compare the official values 
in the Ledgers with regional “real value” measures of trade for London and the Outports 
drawn from Exchequer Receipts and records of overseas shipping tonnage. While the Ledgers 
have already hinted at the increasing importance of regional trade, the alternative measures 
used here suggest very different rates of growth, the most telling being retained imports. 
These show that significant differences existed between the per capita contribution to taxation 
of London and the regions, and that variation between regions was also pronounced. 
Nevertheless, the most spectacular advances in per capita taxation were linked to northern 
urbanization and population growth, suggesting efficient marketing and coal were great 
stimulants for legal trade. In this respect, the paper argues that high rates of smuggling in 
consumer goods persistently distorted the Ledgers, though these became less important to the 
trading profiles of England and Wales as the century wore on and native manufactures took 
hold. Paradoxically, industrial demand, including demand for energy, seems to have been 
crucial in contributing to a process of market integration that made the customs more efficient 
as a fiscal instrument while making the Ledgers less and less accurate guides to the 
transformation of the late-eighteenth-century economy. 
 

Elisa Tirindelli (Trinity College Dublin) & Guillaume Daudin (Université Paris-Dauphine) 
The futility of mercantilist wars: A case study of France and Hamburg, 1713-1820 

Is mercantilist warfare effective in its own terms, by crippling trade of defeated powers? Our 
paper explores the Anglo-French experience during the eighteenth century and contributes to 
understanding why that was not the case. 

Jefferson famously noticed that European nations “were nations of eternal war”, 
(1823). Indeed, from 1700 to 1825, two years out of three experienced conflict between major 
European powers (https://ourworldindata.org/war-and-peace/).  Rivalry between Great Britain 
and France was central, so much as the period between 1688 and 1815 was called the “Second 
Hundred Years War”, 1688-1815. War has many causes. Yet, especially after the death of 
Louis XIV, it cannot be denied mercantile rivalry was an important motivation of Anglo-
French wars (Crouzet 2008, Wallerstein 1980). Each nation was jealous of the other’s 
commercial success. The British believed war was a good way to curtail them. The French 
partly agreed and were more wary of wars because they did not have much naval success. 

Here is the long list of wars between France and Britain after the death of Louis XIV: 
War of the Polish Succession (1733-38), War of the Austrian Succession (1740 [naval 
hostilities started in 1744]-1748), Seven Years’ War (1756-63), War of American 
Independence (1775 [French involvement started in 1778]-1783), French Revolutionary Wars 
(1792-1802) and Napoleonic Wars (1803-15). Yet, all these wars were in vain before the 
1790s, as French trade was resilient and was not moved out of its pre-1744 trend (Figure 1). 
Things changed after 1807. 
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Figure 1: Total French trade and Anglo-French wars 

 
Source: TOFLIT18 database. Note: inflation was low before 1792. 

 

Why did the pre-1792 wars not have a lasting effect on French trade? This is important to 
understand the effect of wars in general, the geopolitical history of the eighteenth and 
nineteenth centuries and the globalization/deglobalization cycle from the 1490s to the 1840s. 

The existing literature looking at the impact of wars on neutral trade comes to mixed 
results. Barbieri & Levy (1999) for example, analyse the impact of war from 1870 to 1992, 
and find that the general impact of conflict on trade is not particularly strong and mostly only 
temporary. Anderton & Carter (2001), on the other hand, look at the effect of wars on global 
trade, and find that when major world powers are at war significant pre and postwar effects 
are observed. Finally, Rahman (2007), using British trade data from the eighteenth century, 
finds that it is warfare between naval powers that brings disruption to trade. In contrast, the 
resilience of French trade has long been remarked by historians (Riley 1984). 

We use a new database of French trade statistics to explore this question 
(http://toflit18.hypotheses.org).  Our contribution is to distinguish trade with neutrals, allies 
and foes (focusing on Hamburg, which was neutral during the period) and to look at sectoral 
levels of trade. To our belief we are the first ones to look at the effect of wars on good-
specific bilateral trade flows. We are looking in particular at coffee and sugar, which are the 
major colonial goods, and at wine and eau de vie, major European products. We focus on the 
particular case of Hamburg for two reasons. First, it offers import trade statistics that allow 
double checking the French data (figure 2). Second, it was an important trade partner, a 
neutral gateway to Germany whose trade was mainly directly affected by war. We then repeat 
the experiment on all French trading partners as an aggregate. We also explore whether the 
effect of war depends on the identity of the victor and the belligerent status of trade partners. 
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Figure 2: French exports to Hamburg (or «Le Nord») measured by Hamburg (or French) 
statistics (1787=1 in both cases) 

 
 

We find a general negative impact of war on French exports to Hamburg and all aggregate 
trading partners, yet, we observe big differences depending on the products. Wars have a very 
large and negative impact on colonial products, but a positive one on wine (and a very 
positive one on eau-de-vie). This suggests that trade of some specific products was benefiting 
from wars. Furthermore, we find little long-term effect of wars before 1793. It was not 
possible for the United Kingdom to cripple French trade before the ideological wars that 
started after the Revolution. 
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Table 1: The effect of war on French exports to “Le Nord” 

 goods FE 
and time-
trends 

goods FE and 
time-trends with 
break in 1795 

goods FE 
and time-
trends 

goods FE and 
time-trends with 
break in 1795 

War # Coffee -3.35*** -1.51***   
War # Eau de vie 0.32 0.31   
War # Sugar -1.65*** -1.05***   
War # Wine -0.57 -0.49   
War # Other -0.10 -0.10   
Land_war # Coffee   -4.16*** -2.34*** 
Land_war # Eau de vie   -0.27 -0.24 
Land_war # Sugar   -0.03 0.20 
Land_war # Wine   -1.10* -1.08* 
Land_war # Other   0.31 0.32 
Mercantilist_war # Coffee   -1.90*** -1.88*** 
Mercantilist_war # Eau de vie   0.26 0.16 
Mercantilist_war # Sugar   -0.92* -1.80*** 
Mercantilist_war # Wine   -0.12 -0.21 
Mercantilist_war # Other   -0.30 -0.33 
R&N_war # Coffee   -5.12*** 1.62 
R&N_war # Eau de vie   0.90 1.22* 
R&N_war # Sugar   -5.61*** -0.84 
R&N_war # Wine   -0.73 -0.45 
R&N_war # Other   -0.17 -0.08 
Observations 409 409 409 409 
R-squared 0.39 0.65 0.51 0.68 

 

Keywords: international trade, eighteenth century, France, Hamburg, warfare. 
 

Caroline Withall (National Maritime Museum) 
The forgotten boys of the sea: Marine Society merchant sea apprentices, 1772-1854 

The Marine Society was a significant charitable organization in the London philanthropic 
scene of the eighteenth and nineteenth centuries, playing a pivotal role in supplying the Royal 
Navy during its various manpower crises.  This supply of boys to strengthen the nation’s 
defences at sea is a function that has been documented by Pietsch and Levene.479  My research 
shines the spotlight on a lesser known aspect of the charity’s work, as from 1772 it also 
recruited boys to be apprenticed to merchant vessels.  These forgotten boys were just as an 
important focus of the Society’s work, in fact becoming the main endeavour from 1820 
onwards.  Using the Society’s Register of apprentices sent to merchant ships, data has been 
gathered on approximately 22,000 boys and analysed quantitatively to develop not only a 
missing piece of maritime history, but also consider a number of important themes with wider 
significance to social and economic history.480 

For example, the registers provide insight into the supply and demand of the 
commercial shipping sector.  Employers ranged from small scale fishermen taking a few boys 
on a regular basis, to the patronage of the East India Company, which accounted for 10 per 

                                                 
479 Pietsch, R., The Real Jim Hawkins: Ships’ Boys in the Georgian Navy (Barnsley: Seaforth, 2010) and also 

‘Ships’ Boys and Charity in the Mid-Eighteenth Century: The London Marine Society (1756-1772)’, 
University of London, Ph.D, 2003; Levene, A., ‘Charity Apprenticeship and Social Capital in Eighteenth-
Century England’, in N. Goose and K. Honeyman (eds.) Childhood and Child Labour in Industrial 
England: Diversity and Agency, 1750-1914 (Farnham: Ashgate, 2013), pp. 45-70. 

480 National Maritime Museum, Marine Society ‘Register of apprentices sent to merchant ships’, MSY/Q. 
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cent of all bindings.   The registers recorded the ports the boys were sent to, both home and 
abroad, together with the type of trade they were engaged in; so popular trade routes can be 
identified, with coal and the East Indies dominating.  The registers are comprehensive in 
recording the boys’ background details, such as where they were from; the majority from 
London, a deliberate recruitment policy of the Society, but in times of high demand the net 
was widened.  Parental livelihoods, including mothers who worked, were noted, offering a 
raft of occupational data.  Sometimes social circumstances were also noted, such as those who 
were orphans, or in receipt of poor relief or in the workhouse, highlighting the charity’s links 
with the Poor Law and its administration.  The material provides a unique lens to view the 
child and young adult labour market of the time, as the registers record not only the ages the 
boys were sent to sea, but also their previous occupations and in some cases, how long they 
had been working for, pertaining nicely to key issues in the historiography of child labour.  
Apprenticeship premiums & wages were recorded, providing useful comparative data to other 
types of apprenticeship, and raising the interesting discussion of risk versus reward; as the 
registers document deaths in service, it is possible to consider survival rates and contemplate 
the level of jeopardy. 

The quantitative data is brought to life by the Society’s treasure trove of 
correspondence and, together with contemporary newspaper reports, enables reflection on 
recent themes in social history.  For example, the boys’ own agency in their placement; skills 
they learned both in training and once at sea; and their care and monitoring post placement.  
The register data and correspondence combined prove a fantastic source to track social 
mobility and apprenticeship outcomes, as there are details of further employment at sea, 
shipwreck, absconsion, discharge, illness, injuries, and in some instances, a grisly end. 

The intention of this paper is to draw attention to these forgotten boys, and present a 
broad overview of some of the economic and social themes the research pursues.  It will 
demonstrate the changing purpose of the Society, from one which was conceived to rid 
London’s streets of delinquent boys, to an apprenticeship device utilized by the respectable 
poor.  Along the way there are some individual tales of tragedy and triumph that reveal what 
life was truly like for the boys who rode the crest of the wave; from harrowing accounts, such 
as that of Edward Kelly, who was so badly beaten he almost lost the use of his arm, to success 
stories like George Byworth, who enjoyed a long career at sea with the East India Company 
after first being placed with them by the Society.  It is narratives such as these that add the 
human interest dimension to the wealth of economic and social information. 
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IV/C   Land Ownership and Management 
 

Markus Lampe (Vienna University of Economics & Business) & Paul Sharp (University of 
Southern Denmark) 
‘Rational farmers’, accounting, and the discovery of comparative advantage: Denmark 1800-

90 

We trace the development of bookkeeping and recordkeeping in Denmark from the early 
nineteenth century until the emergence of the cooperative creameries in the 1880s to trace the 
emergence and impact of a data collection device on the specialization of individual estate 
owners, the building of a cluster of ‘rational farmers’, and eventually a whole country of 
specialized dairy farms and butter producers. Widespread book-keeping and accounting was 
thus a key element in the unusually rapid and successful agricultural transformation in Danish 
agriculture during the second half of the nineteenth century. 

We present unique ‘real time’ data on the process of the development of accounting 
and the practical discussions surrounding its uses for farm management decisions as well as 
the acceptability of the data these are based on. We observe that economic actors (like Thaer 
in Northern Germany and Gyllembourg in Denmark) first argued for the introduction of 
modern accounting at a time of crisis during the Napoleonic Wars and immediately after, but 
in this time of crisis proscriptive arguments on accounting and the implications for farm 
organization offered failed to take hold. Then, in the 1850s and 1860s, a group of ‘rational 
farmers’ (in the tradition of Thaer) – owners and administrators of landed estates – made a 
second attempt. During this latter period, they succeeded in spreading their ideas: initially to 
their peers, but later even to the peasantry through the cooperative movement, thus 
transforming agricultural practice in their wake. We analyse this process of sense-making 
during a period of uncertainty, when practical estate owners and administrators offered 
interpretations of what to do based on their normative understanding of reality and notions of 
validity created through accounting and the presentation of real farm results and their 
implications for profitability of certain practices, technologies and specialization paths. This 
became finally institutionalized first through standardized accounting books and survey 
articles presenting standardized data from different farms to compare with, and then through 
for example established programmes in dairy science which included classes on accounting 
and bookkeeping, which also served to establish the narrative of the emergence of rational 
farming in Denmark, and its connection to rational farming and the cluster of estate owners 
protagonizing it. This narrative also received backing from international observers at the end 
of the nineteenth century, who found that agricultural accounting at estates and common 
farms was superior at the time to anything used abroad. 

We thus demonstrate how bookkeeping helped to ‘discover’ Denmark’s comparative 
advantage in butter production and how it contributed to make the spread of this 
specialization acceptable among a wide group of farmers, and with it the adoption of 
innovations in practices and technologies. At the end of the process, cooperatives could 
benefit from this knowledge and acceptance of scientific/academic arguments, allowing the 
process to continue into the twentieth century. 
 

Silvia Conca Messina & Catia Brilli (‘La Statale’ University of Milan) 
Nobility and agricultural innovation: Agri-business, management and investments in 

Northern Italy, 1815-61 

Traditionally, scholars have underlined how, for much of the nineteenth century, the 
endurance, or survival, of the nobility’s social and economic power was still based on large-
scale land ownership, which usually represented the majority of the nobility’s assets and in 
many cases was extended or reinforced (e.g. thanks to public sales of former common 
properties or of expropriated Catholic Church estates). Nevertheless, the contribution of 
nobility to the improvement of land and production has been undervalued, as élites mostly 
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tried to maintain the old agrarian structure exploiting peasant work and conserving their social 
power as long as possible. 

By contrast, according to our research results, it seems that until Unification, in the 
northern area, a large proportion of capital, investments and improvements in the agricultural 
sector and agro-food production (as well as, increasingly, in railways and infrastructures, 
industrial and financial sectors) – came from noblemen. Many of them aimed to expand 
Italy’s trade, fostering economic progress and applying scientific and technical innovations to 
agriculture. Some played a natural leading economic role, as they were the richest, heirs to 
large properties and estates and to complex administration systems originating from early 
modern times and updated to meet the new managerial necessities. Finally, they all belonged 
to wide, national and international social (and political) networks which could be useful for 
their business and which still deserve an in-depth attention and a broader investigation. 

The main objective of the paper is to reassess the contribution of nobility in nineteenth 
century Northern Italy economic transformation (particularly, but not only, in Lombardy), 
focusing on their investments in land and innovation and their involvement in agri-business. 
The aim is to propose new evidence that noblemen followed an entrepreneurial behaviour, 
supported the progress of science and techniques, and influenced the foundation of new 
enterprises and economic institutions. 

Through an ongoing wide and long research on primary sources as fiscal sources, 
notarial deeds and family archives (part of a research project led by Silvia Conca Messina and 
jointly funded by Cariplo Foundation and Lombardy Region), the paper will address the 
question of whether nobility involvement in the agri-business was only a means to achieve 
rents with less effort, maintaining their social status, or was instead – as we affirm – the result 
of an entrepreneurial behaviour laying on a sort of class-expertise. The essay will first focus 
on the management of properties and large estates, where noblemen acted as a sort of ‘chief 
manager’, governing a complex structured enterprise. Then the paper will concentrate on the 
role and type of investments aiming at the improvement of land and cultivation, livestock and 
production. Moreover, the contribution will enlighten how and why landlords introduced 
agriculture innovations and experimentation (silk and wine, especially), according to the 
transformation of the local and international demand and markets. 
 

Janet Casson (Independent scholar) 
Women in control? Ownership and control of land by women in 19th-century England 

Recent research has established that women owned (singly or jointly) approximately 12 per 
cent of land in England in the nineteenth century.  This paper extends this research to examine 
how much control women owners exercised over their land.  A high degree of control 
indicates that women had personal autonomy over their property rights whereas a low degree 
of control indicates that they were constrained by the interests and rules imposed by others. 

Control of land is subject to legal constraints, parliamentary and governmental 
decisions including compulsory purchase, and the wishes of co-owners. With no central land 
registry and information from legal documents relating to land widely dispersed, subject to 
transfer bias or now unavailable, trying to assess ownership and control of land in the 
nineteenth century is very difficult. However the road, canal and railway companies had 
powers of compulsory purchase and had to produce maps and books of reference listing 
ownership of the land which they needed.  Over 600 women landowners were identified from 
such books and, by linking that information to population censuses, wills etc., detailed 
profiles of 348 women and their property portfolios were constructed. The study involved 
women from four large regions centred on London, Oxfordshire, Yorkshire and County 
Durham. To assess the geographical diversification of a woman’s land ownership portfolio, 
information relating to property owned in geographical areas not covered by this study was 
included if available. 
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The profiles form the basis for this paper which uses both quantitative and qualitative 
methods and considers the size of property portfolios held by women, the geographical 
dispersal of those portfolios, the extent to which the women shared ownership, the extent to 
which they shared with family members, and the extent to which they shared with women 
rather than with men. 

Size of portfolio indicates the amount of land over which a woman exercised control, 
her personal wealth, and her potential influence over other people. Geographical 
diversification measures the extent to which a multi-plot property portfolio is spatially 
dispersed and indicates whether a woman’s influence was local, regional or even national. 
Sole ownership gives the greatest control. Co-ownership reduces control, especially as the 
numbers of other owners increase, and can be influenced by the nature of the other parties i.e. 
whether male or institutional. 

Co-ownership, size of portfolio and geographical diversification are distinct but 
related.  A woman may face a trade-off between exercising strong control over a few 
properties which she could manage herself; or weaker control over a large number of 
properties where she might have to bring in co-owners to share the administrative burden. 
Similarly a trade-off exists between owning a large number of local properties or a smaller 
number of geographically diversified properties where co-owners might be necessary to 
provide the local knowledge and input to maximize the economic return on the plots. 

The pattern of ownership was established for each plot using three categories of land 
owner: a woman, a man, and an institution. Four main ways to categorize ownership were 
established as shown in table 1. Many women owned plots in more than one ownership 
category, and were counted in each category as applicable. Women who owned with men 
were regarded as having little or no control over land. Married women were constrained by 
common law: they could own real property, but lost independent control of its management, 
and the use of any rents or profits associated with it. Not until the 1882 Married Women’s 
Property Act did wives have all forms of real and personal property as their ‘separate 
property’. Women who owned with an institution had least control or influence over land 
given that institutions had statutory powers and their decision-making was often protracted.  
 

Table 1: Classify of ownership and co-ownership of a woman-owned plot 

Additional plot owners 
Men Institutions Other Women 

No Yes 
No No Sole owner Plus women 

Yes Plus institutions Plus women and institutions 
(designated ‘plus institutions’) 

Yes No Plus men Plus men and women 
(designated ‘plus men’) 

Yes Plus men and institutions 
(designated ‘plus institutions’)

Plus men, women and institutions
(designated ‘plus institutions’) 

 

The size of property portfolio varied across the four regions. Property portfolios were smallest 
in the London region, possibly reflecting the high price of property there and the significant 
number of single women living in the suburbs. By contrast, the largest portfolios were in 
County Durham where a number of women owned large national portfolios financed, in some 
cases, by local mineral wealth. 

With regard to geographical diversity the majority of multi-plot owners held a local 
portfolio (average 61.4 per cent), especially in London (77.5 per cent). Semi-local portfolios 
were the second commonest in Oxfordshire and Yorkshire. County portfolios were mainly 
concentrated in Yorkshire, large national portfolios in Durham, and modest regional portfolios 
elsewhere excluding Yorkshire. 
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An average of 23.6 per cent of plots was held by single-plot-owing women. However 
the typical portfolio comprised 2-5 plots (37.6 per cent). Larger portfolios of 10 or more were 
also fairly common (24.1 per cent). Large portfolios were often geographically dispersed – 
some across a county, some across a region and some nationally. 

Many women held all their property as sole owners (average 35.5 per cent), but where 
they owned jointly it was usually with men (average 42.0 per cent). It was unusual to share 
ownership exclusively with other women.  Sole-owners were sufficiently confident to own 
large portfolios by themselves and co-ownership did not increase with the size or dispersion 
of portfolios. 

The picture that emerges from this regional analysis of size, ownership and 
diversification was that many women as sole owners enjoyed considerable autonomy in the 
control of their portfolios. Where they relied on others, they typically relied on men. 
However, as the diversity of their portfolios increased, women did not increase their 
dependence on men but chose to retain their autonomy instead. Women it appears, valued 
their autonomy, and did their best to maintain and protect it. 
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IV/D   Bubbles and Financial Crises 
 

Ronan Lyons (University College Dublin) 
U.S. housing prices since 1890: New evidence on forgotten bubbles and crashes 

Particularly in the aftermath of the Great Recession, the importance of housing and land is 
clear. To macroeconomists, housing is central to understanding fluctuations in the broader 
economy, with households spending more on accommodation than any other type of good and 
housing the main asset on household balance sheets. To urban economists and economic 
geographers, location matters – with outcomes in housing and land central to capturing 
economic conditions at the local level. Nonetheless, long-run data series on housing markets 
are scarce and even the thin evidence base that exists has been challenged, typically because 
the data are of poor quality and only basic analytical methods are employed. For example, the 
Shiller index of U.S. housing prices dates back to 1890 but prior to 1934 is based solely on a 
1934 survey of owner valuations, while from the 1930s to the 1950s, it relies on simple 
medians from very small samples for five cities. 

Using newly digitized newspaper archives, this paper employs modern methods of 
analysis and index construction on a dataset of almost half a million real estate listings. The 
dataset covers both sale and rental sectors, for the period 1890-1990, for five major cities in 
the U.S.: Boston, Chicago, Los Angeles, New York and Washington DC. The primary output 
is a series of city-level quarterly housing price indices, 1890-1990, for both sale and rental 
prices, as well as a new national housing price index for the U.S. In addition to the new sale 
price index replacing the existing Shiller index, the rental index is a new addition to the 
repository of quantitative economic history. Both have implications for CPI and the measured 
standard of living in the U.S. over time and are central to the debate surrounding Bob 
Gordon’s argument on the rise and fall of American growth. The paper also introduces new 
series on the gross annual yield on housing for 1890-1990 and an index of residential land 
values. 

The creation of such a collection of datasets enables a large body of follow-on policy-
relevant academic research. The construction of housing price series, both sale and rental, at 
the city level at quarterly frequency enables significantly more detailed research on housing as 
an asset and how it compares with other assets, such as equity and debt. It is a first step 
towards a richer understanding of housing as a system, as housing prices can be joined up 
with long-run high-frequency and high-quality series on construction, regulations, income and 
credit. The granular nature of the dataset also allows analysis of applied microeconomic 
questions, including the determinants of neighbourhood change over time, such as Great 
Migration and white flight, the impact of land use restrictions, the effect of transport 
infrastructure, the role of innovations to credit, and the estimation of local government 
multipliers as captured in the value of housing and land. 
 

David-Jan Jansen (De Nederlandsche Bank) 
How the 2010 U.S. Flash Crash affected equity markets in Latin America 

The global crisis that started in 2007 has rekindled interest among historians and economists 
in the propagation of financial market shocks. A natural approach is studying the historic 
record regarding earlier crises, such as the Wall Street crashes of 1929 and 1987. Sometimes, 
however, it may also be instructive to look at more recent experiences. This paper focuses on 
the 2010 Flash Crash in U.S. markets. This crash has so far received little attention among 
economic historians. However, due to its largely exogenous nature, the Flash Crash seems 
particularly suited to study international financial contagion. 

The Flash Crash was a short period characterized by exceptionally high volatility in 
U.S. financial markets. On 6 May 2010, shortly after 14:30, prices on U.S. markets 
unexpectedly took a sharp downward turn. Within minutes, the Dow Jones Industrial Average 
(DJIA) had lost more than 6 per cent of its value. Market activity increased drastically, with 
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over 20,000 trades taking place at prices more than 60 per cent away from pre-crash levels. 
The idea that markets could suddenly move that erratically for no apparent reason did not sit 
well with market participants, financial regulators, and academics. 

Taking the U.S. events of 6 May as a starting point, this paper studies the intraday 
transmission of the Flash Crash to international financial markets. In particular, this paper 
uses data on a minute-by-minute frequency for 148 firms traded in four major Latin American 
equity markets, that is, those of Argentina, Brazil, Chile, and Mexico. Latin America is a 
natural choice for studying international echo effects of the crash, as markets in other 
continents were closed at the time. 

Using this intraday dataset, this paper wants to contribute to the literature in three 
ways. Firstly, this paper contributes to the debate on the Flash Crash by documenting that its 
immediate ramifications were larger than commonly discussed. Secondly, this paper 
contributes by studying the precise nature of the international transmission of the crash. Using 
the exogenous nature of the Flash Crash from the perspective of Latin America, this paper 
provides real-time insight into financial transmission channels. This adds a new perspective to 
the existing Flash Crash literature, which mostly focuses on the transmission of the crash 
from the E-Minis market to the broader U.S. financial system. Thirdly, and in the broadest 
sense, this paper connects to the literature on financial contagion. In particular, our paper is 
related to previous work studying the international fall-out of the U.S. crash of October 1987. 

To distinguish empirically between contagion and interdependence during the 2010 
crash, the paper follows Bekaert, Ehrmann, Fratzscher, and Mehl (2014) in estimating a three-
factor model for stock returns. Using this model set-up allows us to measure normal 
comovements (i.e. interdependence) of Latin American markets with U.S., global, and 
domestic pricing factors. To study the extent to which the Flash Crash led to contagion in 
Latin America, we then focus on the changes in comovements with the U.S. pricing factor 
during and after the crash on the afternoon of 6 May 2010. 

Overall, this paper concludes that there is little evidence of financial contagion to 
Latin America of the U.S. Flash Crash. The estimations of the three-factor pricing model 
generally show no evidence of a significant increase in comovements with U.S. markets 
during or after the Flash Crash. However, there was a substantial echo of the crash in Latin 
American markets. We document peak-to-through price declines of more than 4 per cent 
within minutes after U.S. markets crashed. We also find that market volatility increased and 
trading activity was higher. Overall, the estimates for the three-factor model suggest that this 
echo should be interpreted as driven by interdependence rather than financial contagion. This 
conclusion is corroborated by an analysis looking into firm characteristics. There is no 
evidence of contagion for firms with particularly strong links to the U.S. economy. 

Overall, this paper adds to the narrative evidence of events before, during, and after 
the crash on 6 May. In doing so, it shows that the international fall-out of sudden crashes may 
well be larger than has so far been discussed. As such, the evidence presented in this paper 
underscores the importance of further understanding the causes of flash crashes.  
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IV/E   Industry and Innovation 
 

Cristián A. Ducoing481 (Lund University) 
Machinery and horse power prices, 1850-1913482 

The debate on industrial revolution (IR) has been focused on the incentives behind investment 
decisions and how the preliminary conditions to allow this phenomenon was situated in 
England. One of the most famous and original theories to explain IR is that developed by 
(Allen 2012, 2009b,a), who taking into account a vast literature on organic fuels and the 
transition to fossil fuels (Wrigley 1962, 2013), argues that the reason why IR was British is 
the unique combination of expensive labour and cheap energy. This combination produces the 
incentives to invest in labour saving machinery. Several works have proved the existence of 
cheap fossil fuels during the nineteenth century, determined by the introduction of coal. 
Figures and indicators on wages and energy are broadly accepted, however, machinery price 
indexes are at least discussed and the elaboration of the most used index is based almost 
completely on the iron price (Feinstein 1972, 1988). To prove the Allen hypothesis, we 
require a better index on machinery, measuring horsepower prices, relative costs and 
international changes in their trade. Using novel data on merchants’ catalogues, several 
international trade statistics plus all the price indexes available, in this article is presented an 
improved machinery price index for the U.K. in the period 1850 - 1913; given the influence of 
British Machinery & Equipment in the world market until 1913, this price index could be 
useful to understand relative costs transformation in several regions. 
 

Keywords: machinery prices, industrial revolution, technological change. 
JEL Codes: N13, N63, N70, O13, O14, O33. 
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François Lafond, J Doyne Farmer & Diana Greenwald (INET, Oxford) 
The impact of experience on cost: Comprehensive evidence from World War II 

The experience curve hypothesis states that increases in cumulative production lead to 
decreasing unit costs. While this has proven useful to predict technological progress, its use 
for ex-ante evaluation of a policy intervention is potentially jeopardized by the possibility of 
reverse causality: decreasing costs can also lead to increasing demand, making causality 
difficult to determine.  In this paper, we collected data on U.S. military production during the 
Second World War, using the existing literature and novel sources, to evaluate the validity of 
the experience curve hypothesis in a context where we know that demand was largely 
exogenous. 

More specifically, during World War II the demand for military products was driven 
primarily by battlefield needs, and was therefore largely exogenous to prices. This dataset is 
also exceptional because U.S. production of war materials rapidly rose and fell.  This is 
distinct from most of the time series that have been studied, where typically costs drop 
exponentially while production increases exponentially (Nagy et al., 2013).  This makes it 
difficult to distinguish the experience curve hypothesis from the competing hypothesis that an 
exogenous time trend explains much of the decrease in costs of production (Nordhaus 2014).  
The fact that our data dramatically departs from this usual pattern allows us to isolate the 
effect of experience and demonstrate that it explains a significant portion of the decrease in 
total unit costs. 

During the war, military production was a significant share of the total U.S. economy 
and a serious effort was made to collect data about armament efforts.  We take advantage of 
several diverse sources of data to assemble an unprecedentedly detailed dataset on U.S. 
military production during World War II.  The first constituent data source is a publicly-
available document that gives the number of units produced per month for almost all products 
procured during the war. The second source, a so-far unexploited document in the U.S. 
National Archives, allowed us match this production data with costs. Specifically, an “early” 
and “late” value for the unit cost of each product. After cleaning, we are left with a two-
period, unbalanced panel dataset on total unit costs for more than 450 products. While the 
time series dimension of this data is not perfect, it does provide a good level of granularity 
and interesting cross-sectional variation. This novel dataset is central to our analysis. A 
second dataset, culled from documents available online, also provides total unit costs, but has 
the opposite coverage; it gives production volume and a contract price index for ten 
aggregated subsectors, but with long balanced monthly time series for the period January 
1942 to July 1945.  Finally, to complement these sources about monetary costs and 
production, we also aggregate data about labour productivity and cumulative production. We 
combined two already-published product-level datasets – Alchian (1963) and Searle (1945) – 
with original archival data from Ford Motor Company’s archives to generate about 150 
experience curves for man-hours per unit instead of total unit costs. For each of these three 
datasets we make an important correction to the data: estimations of initial experience (i.e. at 
the beginning of the war, when our data on production starts). Based on extensive archival 
and historical research, we provide estimates of initial experience at the highest level of 
disaggregation possible. 

Our preliminary findings confirm that unit labour requirements fell dramatically 
during the war. By contrast, total costs feature a substantially lower rate of progress, in line 
with previous findings from the literature indicating that most of the growth of labour 
productivity during the war is largely explained by an increasing capital stock (Thompson 
2001). We also find that the growth of experience does explain a significant part of the 
decrease in total unit costs, although other factors captured by the time trend also had an 
important effect. 
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Fabio Lavista & Carlo Brambilla (Insubria University) 
The effectiveness of incentives to innovation: the Italian Applied Research Fund, 1969-98 

Understanding the effects of technological development and the impact of incentives to 
innovation is today a major issue for governments and international institutions. Both 
technology assessment, which focuses on the upstream governance of science and technology, 
and impact assessment, which is centred on the downstream governance of the impacts of 
specific policy options, are important elements in the creation of an effective national 
innovation system. The paper aims at contributing to the debate on the evaluation of 
innovation incentives analysing the long-term effects of the Italian Applied Research Fund, a 
financial incentive system managed between 1969 and 1998 by Imi, a major state owned 
quasi-bank devoted to industrial long-term funding. The paper is the first output of ongoing 
research aiming at providing a deep insight on the technological development of Italian 
industry during the second half of the twentieth century. In particular, using a new dataset, it 
aims at evaluating the effects of one of the major instruments of intervention established by 
the Italian government in the field of innovation. The dataset, based on the records of the Imi 
Applied Research Fund, allows us to assess the effects of the incentive system both in terms 
of creation of intellectual capital (considering the number of patents registered abroad [U.S.] 
by Italian recipient firms as the result of the funding of specific research projects) and in 
terms of economic performance of the funds’ recipients. In fact, Imi’s records report the 
characteristics of the funded projects, the amount of the funding and the name of the 
recipients. Crossing these information with the data coming from Mediobanca’s Le principali 
società italiane (published in 1966), that publishes the annual financial statements of large 
Italian industrial companies (and that has been recently digitalized by the authors of the 
paper), it is possible to assess the effects of public incentives to innovation on firms’ 
economic performance. Considering the whole amount of funding, it is also possible to draw 
some conclusions on the effects of the Applied Research Fund in terms of structural 
development of the Italian industry and, more generally, on the effectiveness of incentive 
systems. 
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IV/F   Colonial Legacies in Africa 
 

Felix Meier zu Selhausen, Alexander Moradi (University of Sussex) & Remi Jedwab 
(George Washington University) 
The economics of missionary expansion and the compression of history 

One of the most powerful cultural transformations in Africa’s modern history has been the 
rapid growth of Christianity from the mid-nineteenth century onwards. A recent, yet 
extensive, literature uses Christian missions established during the colonial period as a source 
of exogenous variation to study the local effects of human capital and religion on long-term 
economic development. Most of these studies claim to provide strong evidence in favour of 
the path dependence hypothesis. However, the same studies often underestimate the 
endogeneity of missionary expansion. Using a new panel dataset on the location of missions 
in Ghana from 1832 to 1932 (figures 1 and 2), we show that: (i) an adverse health 
environment may not have influenced Christianisation after the widespread use of quinine 
after the 1850s (figure 3) and the Africanization of the mission lifted the constraint for 
European survival; (ii) locational decisions were driven by economic factors (i.e. cash crop 
areas, population densities, urbanization, and transport infrastructure), thus invalidating the 
hypothesis that missions were randomly located. While the earlier missions were located in 
more pacified and non-malarial areas, the later missions were created in more developed 
areas; (iii) these factors may spuriously explain why the locations with missions in the past 
are more developed today, a result which we also confirm using replication data from two 
major studies. We also show that previously created datasets of the geographical location of 
missions in Africa only map European residence stations. This may lead to overly optimistic 
accounts of missionary influences on long-term African development and fails to 
acknowledge the fundamental importance of African agency in the Christian diffusion 
process. More generally, our paper highlights the risks of “compression of history” arising 
from the use of historical shocks as sources of identification. 
 

Figure 1: Geographical expansion of Christian missions in southern Gold Coast, 1932 
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Figure 2: Number of missions in the Gold Coast, 1840-1932 

 
 

Figure 3: European missionary mortality rate in the Gold Coast, 1750-1890 
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Yannick Dupraz (University of Warwick), Denis Cogneau (Paris School of Economics) & 
Sandrine Mesple-Somps (IRD / Paris-Dauphine University) 
Public finance and investment in the French colonial empire, 1870-1960 

State capacity is seen as crucial for economic development, but comparative data of colonial 
states and their evolution is scarce. We collected public finance data for most regions of the 
French Empire during the entire colonial period. Our database comprises sources of external 
and internal revenue, allocation of expenditure, number and wages of civil servants, as well as 
a set of public investment outcomes. 

We first examine structural differences linked to the precolonial context, the presence 
of European settlers, and the form of political domination (French département, protectorate, 
or colony). Differences in public expenditure per head reflect what we know of differences in 
GDP per capita: in 1925, public expenditure per capita in North Africa was more than twice 
that in Indochina and Madagascar, and four times the expenditure in West and Equatorial 
Africa. When we attempt to express these figures in terms of GDP per head, continental Sub-
Saharan Africa stands out by its low public expenditure—about 5 per cent of GDP versus 
around 10 per cent in Madagascar, Indochina and North Africa. In the settler colonies of 
North Africa, the financing of the colonial state relied to a larger extent on modern tax 
instruments like income tax, while the rest of the empire relied heavily, at least until the end 
of World War II, on Ancien Régime tax instruments like the head tax, state monopolies and 
forced labour. Yet, in all colonies, expenditure patterns were more similar. In particular, 
investments in infrastructure were high in all colonies, representing between a third and half 
of total non-military spending. 

We then analyse changes across time. The most striking fact that we uncover is a very 
large structural break after World War II. From the beginning of the colonial period until the 
end of World War II, French colonies were fiscally autonomous, with very few net transfers 
from the metropolis. In contrast, the end of World War II brought a very large structural 
break. In a few years, public expenditures were everywhere multiplied by a factor of 3 to 5 in 
real terms, as in the metropolis. French non-military public expenditure went from 9 to 28.2 
per cent of GDP from 1925 to 1955, while in Sub-Saharan Africa, it increased from 5 to 16 
per cent. After World War II, The French government started large programmes of 
infrastructure building in the colonies financed by loans and subsidies, in the hope that a 
developmental big push would allow preservation of the Empire in Africa, as Vietnam was 
already fighting for independence. Domestic tax revenue also boomed, primarily through 
customs duties resulting from the boom of imports (largely induced by public investment), 
secondarily from export taxes and from head tax rates increases. The independence years 
1956-62 do not seem to have brought any new discontinuity: at the beginning of the 1970s, 
the new independent States had maintained the same size, and remained dependent of French 
aid for 15 to 25 per cent of their expenditures. 
 

Jutta Bolt (University of Groningen) & Leigh Gardner (London School of Economics) 
Legacies of indirect rule? Native authority spending and local economic development in 

British Africa 

There is growing evidence that investments by the colonial government and associated 
institutions have shaped post-independence development outcomes in sub-Saharan Africa, 
influencing both national averages as well as sub-national distributions of population and 
income. However, existing research has largely neglected an important layer of colonial 
institutions, namely native authorities established under colonial policies of indirect rule. 
Native authorities varied widely both between and within colonies in terms of the resources at 
their disposal, and their capacity for providing local services. This paper uses new data on the 
expenditure of native authorities across four British colonies (Nigeria, Ghana, Malawi and 
Kenya) to investigate the contribution of native authority investments to current patterns of 
local economic development and the ways in which they interacted with other factors. 
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V/A   The Medieval Economy 
 

Jordan Claridge (London School of Economics) 
(Real) wages in the middle ages: Working and earning in medieval English agriculture 

This paper uses a new method for computing real wages (income adjusted for cost of living) 
for agricultural labourers in medieval England. An accurate understanding of these wages is 
critically important for our conceptions of historic economic development, especially as 
existing scholarship on medieval wage rates are incompatible with the most recent estimates 
of historical GDP data and therefore our understanding of precisely how, when, and why 
Western Europe grew rich while other parts of the world did not. 

The systematic analysis and quantification of wage levels or the medieval period has 
been frustrated by the relative lack of records, or, even where records might be plentiful, by 
the inconsistency or obscurity in the ways in which wage levels are framed. As a result, 
current scholarship on wages and labour before 1500 A.D. tend to be highly extrapolated from 
a range of benchmarks regarding the consumption patterns of medieval labourers and the 
length of their working year, which not only lacks the bite of more systematic analyses 
grounded in precise evidence, but also leads to the divergence in results that we currently see 
in the literature. 

This project attempts to break through this impasse by adopting a new method for 
determining the wage profile of workers on medieval English demesnes (the home farms of 
lords as against those of their tenants). It uses uniquely detailed agricultural accounts from 
these demesnes, which survive in tens of thousands for the period of this study (c. AD 1250 – 
AD 1450). The method depends on connecting wage rates to precise data on the number of 
days worked by individual labourers and the prices for the goods that these same individuals 
needed to purchase. This approach promises to facilitate the creation of a wage series for 
medieval England based entirely on historical data both over region and over time and to 
allow surveys of the degree of both female and male labour evident in medieval demesne 
agriculture. 
 

Alex Brown (Durham University) 
Management and conflict in a Benedictine cell: Lytham Priory, 1300-1540 

This paper explores the complex history of management and conflict within a small dependent 
cell of Durham Priory, that of Lytham Priory in North-West England. Much like other small 
landowners in the late middle ages, the priors of Lytham were in regular conflict with their 
neighbours: in 1320, Prior Roger complained that William de Clifton had invaded the priory 
with 200 armed men and rescued impounded cattle; in 1428, the prior accused Sir John Butler 
of threatening to dowse him in the sea, assaulting his servants, and allowing cattle to destroy 
his crops; and again in 1530, the tenants of the Butlers were indicted for pulling down a 
boundary cross bearing an image of St Cuthbert and removing the priory’s cattle. This 
culminated in the commissioning of two competing maps in the 1530s, showing the disputed 
boundaries between the priory and their gentry neighbours. Unlike other small landowners, 
however, the institutional dimension of the priory’s existence often added a level of 
complexity to these disputes: as a dependent cell, priors were subject to recall to Durham and 
many of them protested against this often sudden withdrawal. This in turn made implementing 
a consistent policy towards their tenants and neighbours all the more difficult. By comparison, 
Prior William Partrike (1431-46) tried an altogether different strategy by aligning himself 
with local magnates against the motherhouse and tried, unsuccessfully, to detach Lytham 
from its dependence on Durham entirely. Although often thought of as simple appendages of 
their motherhouses, this case study of Lytham Priory will provide a range of insights into the 
complexity of rural conflict and estate management in a small Benedictine dependent cell. 
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Robin McCallum (Queen’s University Belfast) 
The Crown’s ecclesiastical creditors: State loans from the English Church, 1307-77 

As the English Crown pursued an expansionist foreign policy in the late thirteenth and 
fourteenth centuries, so it came to rely on credit to fund its wars with France, Scotland, and 
Wales. Late medieval English kings had two types of loan at their disposal: the commercial 
loan and the state loan. The three Edwards largely financed their wars by negotiating 
commercial loans with either the Italian banks or merchant syndicates. But following the 
collapse of the Bardi, Peruzzi, and merchant syndicates in the 1340s, Edward III explored 
alternative means of supplementing royal income and turned to his subjects for state loans. 
During periods of national crises, the legal doctrine of necessitas permitted the Crown to 
approach nobles, towns, burgesses, and clergymen for emergency state loans to finance the 
defence of the kingdom. These were neither forced nor usurious, but advanced with the 
subject’s consent and of a value in accordance to their standing within society. 

Whilst the state loans from the City of London and provincial towns, Richard, earl of 
Arundel, and the merchant community have received considerable analysis, historians have 
generally overlooked the involvement of the English Church in the Crown’s credit operations 
in the late middle ages. This paper thus explores the state loans from the clergy between 1307 
and 1377, tracing their origins to the political crisis of 1310-11, and in particular to the 
Ordainers’ curtailment of purveyance and the Crown’s struggle with the Church over taxation. 
Personal animosities between the king and nobility propelled the realm to the brink of civil 
war in 1311 when Thomas, earl of Lancaster, and his fellow Ordainers presented Edward II 
with the Ordinances, a series of demands intended to reform the governance of the realm. 
Clause ten prohibited purveyance, the Crown’s right to seize victuals from its subjects without 
providing payment during wartime. The tense political atmosphere of 1310-11 and the 
Ordainers’ curtailment of purveyance forced Edward II to request loans from his subjects to 
subsidize the Scottish conflict. Royal pleas for clerical loans in 1310-11, 1313, and 1315 were 
met with indifference and disinterest; and Edward II only borrowed a major sum (£6,867) 
from the Church in 1314 following the disaster at Bannockburn. After receiving a plea in 
1315, the clergy responded by issuing an ultimatum to the king claiming that they would 
contribute neither loans nor taxation until he confirmed a list of grievances. Edward II’s 
experimentation with, and abandonment of, clerical loans was a sign of his political weakness, 
financial desperation, and deteriorating relationship with the Church. 

Having traced their origins to the early years of Edward II’s reign, this paper explores 
when and why state loans became a regular demand upon the clergy; how they were 
negotiated and repaid; and reveals the identities of the Crown’s ecclesiastical creditors. An 
analysis of the clerical loans to finance military campaigns in France in 1346-7, 1356, 1359, 
1369-71, and 1376-7 illustrates how Edward III incorporated the Church into the sphere of his 
credit operations. But although letters were sent to around 200 clergymen for loans at any one 
time, Edward III relied heavily upon the liquid capital of three bishops: Thomas Hatfield of 
Durham (£4,000), William Wykeham of Winchester (£3,066), and William Edington of 
Winchester (£2,612). These individuals were the Crown’s most important ecclesiastical 
creditors, providing loans that dwarfed those from their counterparts. A similar trend can be 
drawn from an analysis of the state loans from religious houses as the Crown borrowed 
substantial sums from a few abbeys such as Glastonbury (£699), St Mary’s York (£536), and 
Abingdon (£466), but only received loans worth an accumulated value of £50-£100 from most 
abbots and priors between 1307 and 1377. 

This paper argues that the clergy were not prolific royal creditors as they lent around 
£40,000-£50,000 between 1307 and 1377, a sum equivalent to 1 to 2 per cent of the total 
expenditure on war during these years. Emphasizing the marginal value of their loans, 
however, only overlooks the motives that influenced the clergy’s decision-making process, as 
well as the wider repercussions upon Crown-Church relations. Regardless of their value, 
clergymen faced a conundrum when approached for loans: how, if at all, would they benefit 
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by financing military campaigns? Many clergymen contributed loans out of a sense of public-
spiritedness, patriotism, or moral duty to king and country, in addition to a desire to protect 
churches from enemy raids. But there were other private motives at work, some of which 
were far removed from the public declaration of protecting the common good. Loans eased 
the acquisition of royal charters for many abbeys, as well as proving to be an effective 
weapon when persuading the king to respond to their petitions. Moreover, those abbeys that 
were in disputes with townsmen over local government and burgess privileges were some of 
the Crown’s most generous ecclesiastical creditors. As the abbots’ of Abingdon and Bury St 
Edmunds established reputations as royal creditors, so it is conceivable that their primary 
motive in doing so was to protect the rights of their institution by maintaining the king’s 
support. If this was indeed the case, then self-interest occupied a central role in the decision-
making process of many clergymen when approached for credit. A detailed study of the state 
loans from the English Church between 1307 and 1377 reveals that the Crown’s credit 
demands had far wider ramifications than simply increasing royal income during wartime. 
These loans altered the Crown’s political and financial relationship with the clergy, affording 
the latter an opportunity to protect their interests and privileges. 
 

Harmony Dewez (University of Poitiers) 
Dealing with inheritance: A 15th-century Oxford burgher’s quarrels about family property 

Property provides a useful entry point for uncovering the fabric of society, maybe all the more 
so when it becomes a source of conflict. Such is the case with Nicholas Bishop, an Oxford 
burgher who around 1432 pens the last word of a compact, 318-folio-thick “book of 
evidences” tracing the history of his family’s property over six generations. Nicholas’ father, 
Bartholomew Bishop, is an Oxford taverner and Nicholas himself owns a brewery in town. 
Bartholomew dies in 1394 and Nicholas, together with his brother Hugo, challenges the 
distribution and estimation of his inheritance. However, the bulk of the book is concerned not 
with his father’s property, but with his mother’s, also deceased: documents and memoranda 
copied by Nicholas Bishop go back to the time of her great-great-grandfather Robert 
Molinarius and his wife Mathilda. This lengthy record reveals not only an exceptional outlook 
on urban property, but also glimpses of the family’s network and conflicts with neighbours. 
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V/B   Credit Networks and Contract Enforcement 
 

Esther Sahle (University of Bremen) 
The Quaker meeting as a Court of Equity: Contract enforcement in colonial Philadelphia, 

1682-1774 

In the late seventeenth and early eighteenth centuries, the Atlantic witnessed an 
unprecedented expansion of trade. Economic historians often attribute this growth to 
institutional innovations. The same institutional changes are also held responsible for the 
succeeding diverging economic development and present day global inequality. Details of 
these transformations however remain disputed. During this time, London and Philadelphia 
became the two largest ports in the Western hemisphere. They also became home to the two 
largest single communities of Quakers, a group that for almost 400 years has enjoyed a 
reputation for being disproportionately successful in trade. Quakers occupied a central place 
in business when Britain emerged as the world’s leading trading nation. London and 
Philadelphia in this period displayed completely different institutional characteristics: while 
merchants in London had access to litigation in an array of courts to enforce the payment of 
debts, public institutions in the colony were underdeveloped and the enforcement of contracts 
notoriously difficult. In consequence, we would expect the development of Quaker 
institutions to diverge, as well. Indeed, the records of the Monthly Meeting of Friends in 
Philadelphia show that it mediated business disputes between its members. This activity 
figures prominently in the records: aside from marriages, mediations are frequently the only 
entries in the minutes for any one month. In this the Philadelphia Meeting differs strongly 
from Quaker Meetings in London, which rarely became involved in their members’ 
businesses. Based on data derived from Philadelphia Quaker meeting records, Pennsylvania 
court records, and Quaker merchant correspondence during the period 1682-1772, this paper 
argues that the Philadelphia monthly meeting developed its capacity to mediate business 
disputes in order to fill the institutional vacuum that existed in the newly founded colony. It 
shows that meeting mediations substituted courts for solving commercial conflicts and 
thereby secured property rights, facilitating the expansion of trade within the region and the 
wider Atlantic world and supporting Philadelphia’s rise to the primary colonial port by the 
second half of the eighteenth century. 
 

Meng Wu (London School of Economics) 
Powerful private orders in a weak legal environment: A study of the Chinese Shanxi 

piaohao’s governance structure 

In 1823, in a small town in Shanxi, there emerged a firm named Rishengchang. For the first 
time we see a firm naming itself a piaohao, which means a business enterprise [hao] that 
specializes in transmitting drafts [piao]. Following this, a group of piaohao sprang up in three 
towns in the same province, Pingyao, Qixian and Taigu, which quickly opened branches all 
over China. As China’s first financial intermediaries specializing in remittances, these Shanxi 
piaohao for decades played an important role in the Chinese financial market. However, 
almost a hundred years after they set up, their whole system collapsed and the piaohao 
disappeared from history. 

During their existence, the Shanxi piaohao made a great contribution to the Chinese 
economy. By establishing a nationwide remittance network, these piaohao transferred and 
advanced hundreds of millions of commercial, governmental and private funds. The service 
they provided not only met the demands of a remittance market cross the country, but also 
accelerated the flow of commodities, alleviated the government financial constraints and 
enabled ordinary people to transfer money. 

Besides their contribution to the economy, the piaohao also formed a unique 
development trajectory. As native-born financial institutions, the piaohao formed with their 
own business strategies and wisdom, inherited from a century of business experience. They 
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over-depended on neither the government nor foreign banks, and therefore their history to 
some degree reflects the achievements and destinies of typical Chinese merchants at the time. 
Moreover, their institutional arrangements are also important for us to understand how a 
traditional Chinese merchant group solved the agent problem in their long distance business, 
avoiding expensive court fees and the weak enforcement of judicial decisions. 

Although the Shanxi piaohao is important in Chinese economic history, systematic 
studies have been hobbled due to a lack of data. Piaohao are often juxtaposed with other 
contemporary financial institutions as an illustration of the Chinese financial history at the 
time. Neither their development trajectory nor institutional arrangements have been 
comprehensively studied. Drawing on a wealth of firm level data, this paper examines the 
piaohao’s governance structure under the theory of firm. 

To study the piaohao’s governance structure, this paper examines the piaohao’s 
control and incentive mechanisms respectively. When exploring their control mechanism, the 
paper investigates the piaohao’s personnel arrangements, promotion process and guild system. 
In examining the piaohao’s incentive structure, the article studies employees’ income 
structures as well as comparing the lifetime income of the employees who had different 
positions and career choices. 

My study reveals that by investigating the employees’ background and training and 
promoting employees within the firm, the piaohao head managers had sufficient time to 
observe employees’ morality and ability. A centralized management structure allowed their 
networks to expand but prevented the head managers from losing control of the firm. In 
addition, by sharing employees’ performance and imposing collective punishment on cheating 
employees, the piaohao further encouraged employees to be loyal for the sake of their future 
career opportunities. 

Besides a rigorous control system, the piaohao also designed a compelling incentive 
mechanism. They invented expertise shares and granted them to employees with long tenure 
and good performance. Expertise share is important in lifting piaohao employees’ total 
income and about 20 per cent of the employees were entitled to this share. When comparing 
the piaohao’s incentive scheme with that of the modern banks, this paper finds that for non-
expertise shareholders it is optimal for them to hop to modern banks when the piaohao’s 
dividends began to slump. For expertise shareholders, it is better for them to stay unless the 
piaohao is on the brink of insolvency. 

Shanxi piaohao’s governance structure was effective when they operated on a medium 
scale without competitors. However, as their business network expanded together with a more 
unpredictable business environment, a centralized management structure began to show 
diminishing returns. Similar with its management structure, piaohao’s incentive structure 
malfunctioned when they suffered loss and faced competition from modern banks. Although 
the Shanxi piaohao declined at last, their unique governance structure offers us a glimpse of 
how Chinese merchants supervised and incentivized distant employees by informal 
institutional arrangements without seeking protection of the formal laws and regulations. 
 

Luis Zegarra (CENTRUM Católica Graduate Business School) 
Informational asymmetries and private credit in Lima, Peru, 1825-65 

This study explores the effects of informational asymmetries in the private credit market of 
Lima in 1825-65. Relying on more than 2,000 notarized loans, the study analyses the impact 
of informational asymmetries on the allocation of loans and the cost of credit. The study relies 
on a large sample of notarized loans. Notarized loans provide useful information to study the 
role of personal connections. The study also relies on tax records. Tax records are useful to 
determine the wealth and income of people and so whether the recipients of credit were part 
of the elite. 

Mortgage banks started to operate in Peru from 1866. Prior to the creation of banks, 
individuals and companies granted funds to a wide variety of borrowers. Our sample of 
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notarized loans shows that merchants, proprietors and others loaned money to merchants, 
proprietors, agriculturists, employees, military personnel, among other types of borrowers. 
Loans were secured with real estate, merchandise, leasing contracts and even wages. 

In the absence of financial intermediaries, lenders may face informational asymmetries 
by lending to borrowers they have connections with. The study shows that only a small 
portion of loans in the sample were contracted within the same family. Lenders usually loaned 
money to members of other families. In addition, only a limited number of loans were granted 
by lenders to borrowers with the same occupation: an important number of loans were 
contracted between individuals with different occupations. Nevertheless, most lending was 
contracted between limeños (individuals living in the city of Lima). It seems that information 
asymmetries were too large for inter-regional lending. 

On the other hand, as members of the elite were well known by lenders, it is 
reasonable to expect that the elite received a large share of loans in a world with important 
informational asymmetries. Consistently, a large portion of loans went to the elite. The elite 
accounted for a small portion of the population of Lima, but for a large portion of the loans. 
On the other hand, the evidence shows that informational asymmetries played a role in the 
cost of credit. In particular, interest rates were much smaller for borrowers with personal 
connections, especially for non-elite borrowers. For members of the elite, personal 
connections did not have a significant impact on the cost of credit. As members of the elite 
were well known by the society of Lima, personal connections did not play a role for them. 
Personal connections played a role for those who were not as well-known as the elite. 

This paper constitutes an important contribution to the literature. First of all, it relies 
on micro-level data to determine the influence of information asymmetries on the allocation 
of credit and interest rates. For Latin America some micro-data studies have dealt with credit 
markets in the nineteenth century, but not with the impact of informational asymmetries. 
Second, it discusses the role of information asymmetries during the guano era, an important 
period in Latin American economic history. 
 

Bishnupriya Gupta (University of Warwick) 
Community origins of industrial investment: Evidence from India 

The transition from agriculture to trade and the subsequent transition from trade to 
manufacturing are key stages in the development process. In countries where a substantial 
manufacturing sector exists, a few small communities often dominate it.  This paper examines 
theoretically and empirically, the role played by community networks in the transition from 
trade to industry in the nineteenth century. Our case study is the Indian cotton textiles 
industry.  Indian trade in agricultural commodities in the nineteenth century was in the hands 
of trading communities defined by caste and religion based social networks. The American 
civil war increased raw cotton exports from India. With the end of the civil war, exports and 
prices of raw cotton collapsed. We find that trading profits increased with rising exports and 
fell sharply at the end of the war, creating conditions for diversification from trade. Many 
trading groups entered into industrial production in Western India. 

We document the entry of social network based trading groups that engaged in cotton 
trade into cotton textiles production as trading profits declined. Industry is divided into 
upstream and downstream activities. The first refers to jute baling and the second to textile 
production. Using a new dataset of entry into industry at the level of the entrepreneur, we find 
that Parsis, as a community, were the pioneers in both upstream and downstream industries 
followed by Hindu trading groups. The British had a significant presence in the upstream, but 
were not so important in the downstream. We also find that individual entrants were more 
likely to join a firm where the majority of the directors belonged to the same community. 

We make comparisons with the entry of Marwari jute traders into the jute industry 
after the First World War in Eastern India. This was an industry dominated by British firms 
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and the entry pattern of Indian traders though community based remained much less 
important. 
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V/C   Health and Inequality 
 

Nicola Tynan (Dickinson College), Werner Troesken (University of Pittsburgh) & 
Yuanxiaoyue [Artemis] Yang (Harvard University) 
London’s mortality decline 

Between 1848 and 1920, crude death rates in London fell by nearly 60 per cent. Between 
1869 and 1920, typhoid death rates, initially low by urban standards, fell nearly 300 per cent. 
Improvements in water supply played an important role in these mortality declines. During 
the same period, Chicago experienced a similar 60 per cent decline in crude death rates and 
even steeper decline in typhoid mortality. The connection between improved water supply and 
reduced typhoid mortality has been clearly established (Cutler & Miller 2005). Chicago 
provides confirmation of the longer term benefits of improved water supply as suggested by 
the Mills-Reincke phenomena. Discrete improvements in water quality deliver both a large, 
immediate, decline in typhoid fatalities plus longer-term declines in infectious disease and 
infant mortality (Ferrie & Troesken 2008). 

Chicago’s discrete improvements in water quality make for easier identification of the 
connection between water quality and mortality. By comparison, London experienced a 
continuous improvement in water quality during the second half of the nineteenth century. 
Eight water companies supplied London with water from both surface and groundwater 
sources. The companies implemented quality improvements at different times, adding sand 
filtration between 1829 and 1856 and constant service between 1847 and 1913. The 
Metropolitan Water Board, successor to the eight companies, introduced chlorination in 1916, 
while construction of London’s intercepting sewers started in 1856. 

Until recently, development metrics for improved water supplies have focused on 
access, water source and treatment. The World Bank’s new Water Supply, Sanitation, and 
Hygiene (WASH) poverty diagnostic has added frequency of delivery as another measure of 
water quality. Regularity of supply varies substantially across locations and recent 
epidemiological research suggests that intermittent supply increases water-borne illness 
(Ercumen et al. 2015). Anne Hardy (1991) argues that the move away from intermittently 
supplied water resulted in improvements in household water quality that contributed to 
London’s decline in mortality at the end of the nineteenth century. 

By 1869, the starting date for having reliable typhoid mortality data, all London water 
companies had moved their intakes to cleaner waters and all filtered surface water prior to 
delivery. We provide confirmation of Hardy’s argument and show that increased frequency of 
supply reduced typhoid mortality and significantly reduced waterborne disease mortality in 
London between 1876 and 1913, contributing to a decline in the crude death rate over this 
period. Idiosyncratic delays in the negotiation process between companies and property 
owners generated substantial variation in the timing of the transition across London. Rapid 
population and housing growth required the expansion of the water network and companies 
found it easier to introduce constant service in new neighbourhoods. Retrofitting older 
neighbourhoods proved challenging and risked a substantial waste of scarce water. Exploiting 
the variation in timing, and using data on water supply regions, rates of constant service water 
supply, and district mortality, we find that a 1 per cent increase in a local population with 
access to constant service decreased local deaths from waterborne diseases by nearly 0.6 per 
cent and reduced typhoid deaths by 0.2 per cent. Results are robust to the inclusion of controls 
for district wealth and population density. 

Our paper also contributes to the literature on poverty, water supply, and mortality. 
Poverty and population density matter for a broad measure of gastro-intestinal diseases, with 
poorer, crowded districts experiencing higher mortality, although poverty matters less for 
typhoid mortality during in late Victorian London. Overall, our findings suggest that 
increased frequency of water supply has the potential to deliver further reductions mortality in 
developing countries beyond the initial gains from improved water sources and treatment. 
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Vellore Arthi & Myra Mohnen (University of Essex) 
Sewage infrastructure, labour markets, and inequality in 19th-century London 

Background 

The expansion of water supply and sanitation infrastructure in the U.S. and Britain during the 
nineteenth and early twentieth centuries has been the focus of a series of recent papers in 
economic history. These studies, such as Alsan & Goldin (2014), Beach et al. (2016), Cicak & 
Tynan (2015), and Troesken (2006), concentrate largely on the public health effects of 
improved water supply (e.g., Ferrie et al. 2012), or on the political economy concerns related 
to the provision of public goods (e.g., Chapman 2016). Few of these studies, however – 
largely for lack of granular data on the spatial distribution of infrastructure – have examined 
the capacity of infrastructure to reshape the local labour force, and consequently, the 
geography of inequalities in health and income. These questions are not only central to 
historical debates on city growth and urban living standards, but they are also relevant to 
understanding modern processes of urbanization in low-income and industrializing settings. 
We overcome these data limitations by using newly-collected and highly detailed archival 
maps of London’s water infrastructure. 
 

Data and empirical approach 

The Metropolitan Commission of Sewers, formed in 1848, was one of London’s first steps 
towards creating a uniform sewage network and drainage infrastructure. They created a series 
of sewer plans which, together with documentation on the system’s construction, provide 
detailed information on the spatial and temporal rollout of this new infrastructure (e.g., 
capacity, catchment, etc.). We exploit this variation in combination with rich data from a 
variety of sources on labour and health, several of which we have newly digitized. 
Specifically, we ask: How did the expansion of water supply and sewage infrastructure shape 
the local labour force? To tackle this question, we employ a differences-in-differences 
strategy that relies on spatial (parish- and registration district-level) and temporal (annual and 
quarterly) variation in cohort-level exposure to the rollout of sewage and water supply 
infrastructure in nineteenth and early twentieth century London. Early-stage analysis is 
currently underway; accordingly, in lieu of preliminary results, we present below an outline of 
our ongoing work. 
 

Human capital complementarities in access to sanitary infrastructure 

We hypothesize that the system’s rollout may have raised the returns to schooling, due to 
complementarities between health and educational investment. It is well documented that 
sanitation improvements led to reductions in waterborne diseases such as diarrhoea, cholera, 
typhoid, etc., which were leading causes of infant and child mortality. These diseases could, 
by drawing energy and biological resources away from normal growth and development, lead 
to stunting and cognitive deficits (Cutler & Miller 2005, Ferrie & Troesken 2008). 
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Furthermore, studies like Bleakley (2007) and Glewwe et al. (2001) have suggested that 
improvements in general health and nutrition raise the productivity of time spent in school. 
We might expect this effect to manifest both in short- and long-run outcomes. Accordingly, 
we test for the impact of access to clean water in early life on two outcomes: children’s 
contemporaneous school enrolment, and their labour market outcomes (employment status, 
occupation, implied income, etc.) in adulthood. 
 

Walker Hanlon (NYU Stern School of Business) 
London fog: A century of pollution and mortality, 1866-1965 

From Beijing to New Delhi and Mexico City to Jakarta, cities around the world continue to 
struggle with high levels of air pollution. This pollution represents a trade-off between 
encouraging economic growth and protecting health and the local quality of life. Our 
assessment of this trade-off depends, in part, on our understanding of the health effects of 
pollution and how these change as countries develop. 

This study advances our understanding of the impact of air pollution by analysing the 
acute impact of air pollution exposure in London across the century spanning 1866-1965. This 
period was characterized by high levels of pollution as well as dramatic improvements in 
public health infrastructure and medical technology, allowing me to study how the impacts of 
pollution evolved as the city developed. 

My main focus is on the acute effects of exposure to high levels of air pollution, by 
which I mean exposure leading to death within a few days or weeks. To identify these effects, 
I exploit London’s famous fog events, which trapped polluted air in the city, substantially 
increasing exposure. Because the development of fog depends on a complex set of conditions, 
I argue that the timing of the onset of fog is as good as random after appropriate controls are 
included, an argument supported by the patterns observed in the data. 

To identify fog events across the century covered by this study, I manually reviewed 
daily weather reports for over 31,000 days and identified any day in which heavy fog 
occurred. These fog data play two vital roles. First, they are central to my identification 
strategy. Second, they stand in for direct pollution measures, which are unavailable until the 
mid-twentieth century. This allows me to study the impact of pollution exposure in a 
consistent way across a much longer time-span than has been possible in previous work. In 
addition, I gather additional weekly weather data including temperature, humidity, rainfall 
and barometric pressure which can be used to model the onset of fog. 

To look at the impact of pollution on mortality, I digitize rich new weekly mortality 
data from the Registrar General’s reports. The mortality data contained in these reports allow 
me to track deaths, broken down by age group and cause of death, in a fairly consistent way 
across the century I study, except for breaks during the two World Wars. The data, which 
were hand-entered from original sources, cover over 4,500 weeks and contain over 350,000 
individual data points. To my knowledge these weekly data have never previously been 
digitized and analysed on a large scale. 

My identification strategy, together with the richness of the available data, allow me to 
study a number of aspects of the impact of pollution on mortality, some of which have never 
been studied before. This includes, (1) the aggregate mortality cost of acute pollution 
exposure in London across the century from 1866-1965, (2) how the mortality effects of 
pollution evolve across this period, (3) the distribution of deaths across age groups and how 
this pattern evolved over time, (4) the interaction of pollution with other causes of death, such 
as infectious diseases, (5) the pattern of acute (first four weeks) and medium-run (up to one 
year) effects of pollution exposure, and (6) the impact of in utero exposure on stillbirths and 
prematurity. 

My results show that the acute effects of pollution exposure caused over 30,000 deaths 
across the study period, accounting for one out of every 200 deaths in London during this 
century. These effects are present across all age categories, a pattern that differs from the 
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findings of some modern studies, though the effects were particularly severe among children 
and older adults. 

I also show that pollution exposure interacted with infectious diseases of the 
respiratory system or throat area, such as measles, scarlet fever, and tuberculosis (TB). This 
finding implies that public health improvements that reduced the infectious disease burden 
also reduced the effects of pollution exposure due to fog events. It can also help explain why I 
find pollution effects across all age groups, and why these patterns may look different than 
those found today. For example, the effects of pollution on prime-aged adults were due in 
large part to the presence of TB, while many of the deaths among children aged 1-5 were due 
to the interaction of pollution and the measles. 

The deaths due to acute pollution effects were not merely the result of the harvesting 
of individuals who would have died soon after. By use of the repeated nature of the events I 
can show that exposure to pollution as a result of fog events also raised mortality both in the 
short run and up to a year later. 

Finally, I show that London became a much less foggy place over the period that I 
study. Using my weekly climate data I show that this occurred because rising temperatures 
reduced the number of days in which conditions favoured the formation of fog. As a result, 
while the effect of fog events remained high into the 1950s and 1960s, the reduced frequency 
of fog lowered the overall mortality costs polluted fog events. 
 

Martin Dribe & Björn Eriksson (Lund University) 
Inequality in death and urbanization: Evidence from full-count micro census data 

All over the developed world there is a clear socioeconomic status (SES) gradient in health 
and mortality for adults, whether measured by income, education or social class (Elo 2009; 
Mackenbach et al. 2003; Smith 1999, 2004). These mortality differentials have also widened 
since the 1970s in the countries for which there are data. Michael Marmot calls this 
phenomenon “the Status Syndrome” (Marmot 2004). To the question where do we find a 
social gradient in health, he answers: “pretty well everywhere” (Marmot 2004:16). Our 
knowledge about conditions in the more distant past is much more rudimentary and uncertain 
and we do not know when and why the mortality gradient emerged. It is often assumed that 
differences were as large, or even larger, in the past, before universal health care and modern 
medical technology, when communicable diseases were more important for mortality and 
when nutrition and inadequate sanitation affected mortality to a much greater extent than 
today (e.g. Antonovsky 1967; Smith 2009). While the specific mechanisms varied over time 
as different diseases came to dominate mortality, the higher SES groups were always able to 
avoid premature deaths since they had better access to resources, according to one influential 
model (Link & Phelan 1996). The empirical support for these claims is rather weak, however 
(see Bengtsson & Van Poppel 2011). To a large extent this is due to lack of data allowing an 
individual-level analysis of SES and mortality before the introduction of modern, digitized 
population registers. 

In this paper we study differences in life expectancy at age 40 and age 60 by gender 
and SES in a number of Swedish cities around the turn of the twentieth century. The analysis 
is based on individual level mortality data covering the entire population of Sweden, which 
have been linked to the full count Swedish censuses of 1880, 1890, 1900 and 1910. Linkage is 
based on probabilistic linking methods. Using data on occupation we measure SES by 
HISCLASS (Van Leeuwen & Maas 2011) and HISCAM (Lambert et al. 2013). New findings 
for men in Sweden as a whole show that the upper- and upper-middle class had shorter life 
expectancy at both age 40 and at age 60 than the working class, and that farmers had the 
longest life expectancy of all groups. For women, the pattern is quite different, with only 
small differences in life expectancy across SES groups, but where the better off had longer 
life expectancy than the working class. These diverging patterns are likely be related to SES 
and gender differences in life style, most notably smoking, diet and alcohol consumption. The 
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results are robust to the inclusion of spatial controls, including urban residence, and support 
previous research, which has suggested that today’s pattern of mortality inequality by SES is 
of a recent origin coinciding with the development of modern medicine and the welfare 
society. 

In the present study, we focus the analysis on urban areas and study how SES 
differences in adult life expectancy for men and women developed within different city types 
in the period of industrialization. Cities in Sweden are grouped by size and economic structure 
and life expectancy for different SES groups are compared across the different city types. This 
more disaggregated analysis yields important insight into the determinants of SES differences, 
and specifically the relationship with urban living conditions during industrialization. In this 
way, the study provides new and important insights into the interaction between urbanization 
and social inequality with special reference to health and mortality. 
 

References 

Antonovsky, A. 1967. ‘Social class, life expectancy and overall mortality’. The Milbank 
Memorial Fund Quarterly 45: 31–73. 

Bengtsson, T. and van Poppel, F. 2011. ‘Socioeconomic inequalities in death from past to 
present: An introduction’.  Explorations in Economic History 48: 343–356. 

Elo, I.T. (2009). ‘Social Class Differentials in Health and Mortality: Patterns and 
Explanations in Comparative Perspective’. Annual Review of Sociology 35: 553-572. 

Lambert, P. S., Richard L. Zijdeman, Marco H.D. Van Leeuwen, Ineke Maas and Ken Prandy 
(2013). ‘The construction of HISCAM: a stratification scale based on social interactions for 
historical comparative research’. Historical Methods 46:77–89. 

Link, B. G. and Phelan, J. C. 1996. ‘Understanding sociodemographic differences in health - 
the role of fundamental social causes’. American Journal of Public Health 86: 471-473. 

Mackenbach, J.P., Bos, V., Andersen, O., Cardano, M., Costa, G., Harding, S., Reid, A., 
Hemström, Ö., Valkonen, T. and Kunst, A.E. 2003. ’Widening socioeconomic inequalities 
in mortality in six Western European countries’. International Journal of Epidemiology 32: 
830-837. 

Marmot, M. 2004. The Status Syndrome: How Social Standing Affects Our Health and 
Longevity. London: Bloomsbury Press. 

Smith, J. P. 1999. ‘Healthy bodies and thick wallets: the dual relation between health and 
economic status’. Journal of Economic Perspectives 13: 145-166. 

Smith, J. P. 2004. ‘Unraveling the SES-health connection’. Population and Development 
Review 30 Suppl.: 108-132. 

Van Leeuwen, M. H. D. and Maas, I. 2011. HISCLASS. A Historical International Social 
Class Scheme. Leuven: Leuven University Press. 

 



  Academic Session V / D 
 

 331 

V/D   History & Policy Session: 
Transformational British Budgets: 1853, 1909 and the 

1970s 
 

Martin Daunton (University of Cambridge) 
Gladstone’s free trade budgets 

In 1852, Disraeli’s budget failed and the government fell.  Disraeli’s proposals had threatened 
to divide classes against each other by differentiating income between earned (or 
‘industrious’) and unearned income, and making concessions that were unbalanced between 
groups of society.  In his 1853 budget, Gladstone rejected differentiation and used the fiscal 
system to integrate classes to create a more stable fiscal constitution.  He offered a tax break 
to everyone who wished to purchase life insurance, thus rewarding prudential behaviour 
across the classes.  He also aimed to show that the income tax was not a means of funding 
militarism and aristocratic waste.  On this view, the correct approach to national finance was 
retrenchment that would make the income tax unnecessary, while also allowing customs and 
excise duties to be reduced.  Gladstone therefore turned the income tax into a means of 
constraining the state and militarism; taxpayers were also electors with a vested interest in 
cheap government.  If they showed restraint the income tax could be abolished.  In this 
budget, and above all those of 1860 and 1861, Gladstone reduced customs and excise duties – 
both by removing differentiation between foreign and colonial goods, and by reducing the 
overall level of the tariff.  He kept ‘revenue duties’ on items of universal consumption (such 
as tea) that did not protect domestic producers or differentiate between foreign and colonial 
producers.  On this basis, taxation was both direct and indirect.  The intention of this fiscal 
balance was to purge politics of corruption of special interests, and to make Palmerston’s 
programme of fortifications redundant. 
 

Avner Offer (University of Oxford) 
The 1909 peoples’ budget 

The novelty of this budget comes out in comparison with current conventions.  It applied 
three ideas from pre-neoclassical economics, namely progressive taxation, a higher tax on 
capital income (the ‘unearned increment’), and the taxation of economic rent in the form of 
land values which took the form of a rudimentary capital gains tax.  It introduced the social 
democratic principle of insurance against lifecycle dependency by means of progressive 
taxation.  This was justified (as during the more recent postwar decades) on grounds of 
national security and approaching war.  None of this was entirely new, but it was perceived as 
a challenge to vested interests.  After two general elections in quick succession resistance was 
overcome by means of the Parliament Act of 1911 which eliminated the House of Lords 
budget veto and introduced salaries for MPs.  The timing of the reforms was bad, at the 
bottom of a deep slump in property and fixed-income asset values, of which the policy makers 
were not fully aware. 
 

Duncan Needham (University of Cambridge) 
‘Abandoning Keynesianism’ in the 1970s? 

In his memoirs, Denis Healey claimed to have ‘abandoned Keynesianism’ with his 1975 
Budget.  Having boosted the economy ahead of the second 1974 election (despite the recent 
oil shock), Healey acted upon the Permanent Secretary’s warning that ‘there is no longer any 
official support for existing policies’ and set about reducing the deficit, then estimated at 10 
per cent of GDP for 1975/76.  He raised income tax rates, VAT on luxury goods, and excise 
duties.  With the cabinet reluctant to cut public spending, officials formulated a policy of 
‘fiscal policy through the monetary policy backdoor’.  The largest counterpart of monetary 
growth in the mid-1970s was the government deficit, so monetary targets were reformulated 
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to provide a constraint on public spending.  In his 1976 Budget, Healey further restrained 
spending by extending ‘cash limits’ to the majority of departmental spending.  The loss of 
Labour’s thin majority and the IMF loan agreement forced the Chancellor to walk a fiscal 
policy tightrope in 1977-78.  Nonetheless, Healey could claim that in 1977-78 he was one of 
the few postwar Chancellors to preside over a growing economy, falling inflation, falling 
unemployment, and a balance of payments surplus.  In key respects he was also laying the 
groundwork for the subsequent Thatcher government’s macroeconomic policy. 
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V/E   National Debt and Central Banks 
 

Kilian Rieder (University of Oxford), Michael Anson, David Bholat, Miao Kang & 
Ryland Thomas (Bank of England) 
Frosted glass or raised eyebrow? Testing the Bank of England’s discount window policies 

during the crisis of 1847 

The traditional narrative links the transformation of the Bank of England (BoE) into the first 
modern central bank, including the adoption of lender of last resort (LLR) policies, to the 
development of an anonymous dealing with its day-to-day counterparties on the London 
money market. Capie (2002: p.310) famously suggested that the Bank’s discount window was 
“made of frosted glass and raised just a few inches”. According to Capie, “the central banker 
does not know, nor does he care who is on the other side of the window; [h]e simply 
discounts good quality paper or lends on the basis of good collateral” (Capie 2002: p.311). 
Flandreau & Ugolini (2011, 2013, 2014) challenge this conventional account. In their view, 
the identity of counterparties was crucial for lending via the discount window. The authors 
argue that the very nature of bills of exchange meant that all the names written on the bill 
submitted – the acceptor, the discounter and the original drawer – were important as they 
were all jointly responsible for its payment. “The ‘value’ of a bill of exchange consisted of the 
names written on it and of those names alone. Exposure was to names, and this meant that 
[…] ‘what’ and ‘whom’ were the two sides of the same coin” (Flandreau & Ugolini 2014: 
p.85). Flandreau and Ugolini argue that the BoE used an extensive system of transaction 
ledgers to monitor its exposure towards individual discounters and acceptors. The framework 
enabled the Bank to check not only its exposure but also whether certain market participants 
had overextended credit. In other words, the BoE would at least “raise an eyebrow” to check 
and record the identity of the counterparties on the submitted bills. 

In our paper, we first put these opposing hypotheses to an empirical test. To the best of 
our knowledge, we are the first to use disaggregated bill-level data to test the factors which 
determined access to the Bank’s lending facilities. By the mid-nineteenth century, the BoE 
had put in place an extensive bookkeeping and monitoring system which recorded every 
single discount transaction in a twofold manner (Anson et al. 2017). Discount loan applicants 
submitted bills in parcels containing several bills at once. Every day, these parcels were first 
recorded in the “daily discount ledger” for each discounter, including information on the total 
number and value of bills in the parcel, the total number and value of bills rejected from the 
parcel, and the discount rate charged for the parcel. Subsequently, the parcels were 
“unpacked” into individual bills in the separate “customer with and upon ledgers” where they 
were classified under the name of their discounter and acceptor alongside several other 
characteristics at the bill-level (place of origin, maturity, amount etc.). We collected the entire 
population of discount window transactions for 1847 (9,209 submitted packets) and we 
unpacked a sample of these parcels. 1847 is a natural starting point for testing the two 
hypotheses: it is the first crisis year following the introduction of the ledger system in the 
mid-1840s. It is also the first year for which the BoE started to systemically record the bills 
(and their characteristics) it rejected at the discount window (rejected bills are recorded in yet 
another, separate ledger). 

Our tests are undertaken at several levels. First, we show that outright rejections of 
entire parcels were rare relative to the number of times the BoE accepted only some fraction 
of bills from a given parcel. Second, using (conditional) logistic regressions we test at the 
parcel level whether some types of discounters were more likely to get bills from their 
submitted parcel rejected than others, controlling for date fixed effects and parcel 
characteristics. Since we frequently observe that, from any given parcel submitted, some bills 
get rejected while others are accepted, discounters’ names alone cannot be an entirely 
convincing explanation for rejections. Hence, in a third step, we use the bill-level data to 
check econometrically whether the BoE’s decisions to reject bills can be explained by the 
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quality of acceptors and/or other characteristics of the bill (unrelated to the names) once we 
control for discounter and date fixed effects. In all our tests we check for differences between 
normal times and periods of crisis. 

The “frosted glass” vs “raised eyebrow” debate is typically framed in terms of 
rejections of bills. Yet, an analysis of the discount ledgers suggests the Bank also used 
another tool to steer its lending activities. The BoE actually lent at a wide range of different 
discount rates in 1847, even on any single day. Rates were for the most part applied to the 
whole parcel. Bank Rate was hiked during the crisis, but counterparties frequently borrowed 
above and sometimes even below this rate in both normal and crisis weeks. In Bagehot’s 
terms, some packets were more “fined” than others – while others still appear to have been 
subsidized. Deviations from Bank Rate have been known for a long time (e.g. King 1936), 
but, to the best of our knowledge, we are the first to systematically and empirically document 
the considerable dispersion of rates charged by the Bank in the 1847 crisis. This dispersion is 
enticing, not least because on the European continent, in contrast to the BoE, statutes 
prohibited central banks from charging rates different from their publicly announced discount 
rate. 

In the second part of our paper, we ask why the BoE charged a range of different rates 
and what factors determined whether a loan was charged below, at or above Bank Rate. As a 
first step, we employ an approach analogous to our rejection regressions. Second, in order to 
establish whether bill characteristics drove rate differences, we employ the following strategy. 
We generate a sample containing all counterparties which submitted bills for discount twice 
on a given day but got charged different rates on their submissions. For these packets of bills, 
we collected bill-level information from the Bank’s customer ledgers (e.g. maturity, amount, 
location, acceptor) to exploit this information in a conditional logistic regression with 
counterparty-date fixed effects. 
 

Keywords: central banking, Bagehot, lender of last resort, financial crises, interest rates, 
Bank of England. 
 

David Gill (University of Nottingham) 
Unexcused default: The United Kingdom’s unpaid wars debts to the United States of America, 

1917-80 

The United Kingdom accrued considerable financial debts to the United States of America 
during and immediately after the First World War. Repayment formally began in 1923. In 
1934, however, the British government defaulted on these war loans, leaving unpaid debts 
exceeding $4.7 billion or £866 million. Progress towards non-payment was nevertheless 
reluctant and gradual. The United Kingdom only decided to cease repayment eighteen months 
after France and many other Europe states had already defaulted, making one full and two 
token payments prior to Congressional approval of the Johnson Act, which prohibited further 
partial contributions. The British government therefore continued to spend millions of dollars 
repaying its war debts when most of the Continental powers had ceased to make such costly 
efforts. Economists and political scientists typically attribute such hesitation about default to 
concerns about economic reprisals or the costs of future borrowing. Historians have instead 
stressed that delay reflected either a desire to protect transatlantic relations or a naive hope for 
outright cancellation. Archival research on both sides of the Atlantic challenges most of these 
claims. There is no evidence that the United Kingdom was deterred by, or that the United 
States even seriously contemplated, direct reprisals for non-payment. Nor did the British 
government appear seriously worried about reputational damage in terms of future borrowing. 
Furthermore, British concerns about relations with America or hopes for cancellation were 
secondary influences on national policies of debt management. The British cabinet’s principal 
concern was that many states owing money to the United Kingdom might use its default on 
war loans as an excuse to cease repayment on their own debts. Such fears are understandable 
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given that the United Kingdom was the world’s second largest international lender, after the 
United States. In addition, ministers feared that refusal to pay would profoundly shock a large 
section of public opinion thereby undermining the popularity of the National government. 
Eighteen months of continued repayment therefore provided the British government with 
more time to manage these risks. 

The United Kingdom’s unpaid war debt to the United States represents one of largest 
sovereign defaults of the twentieth century. The consequences of the United Kingdom’s 
decision to cease repayment have nevertheless attracted curiously limited attention. 
Economists and political scientists tend to assume dire political costs to incumbent 
governments as well as significant short-term economic shocks in terms of external 
borrowing, international trade, and the domestic economy. None of these consequences apply 
to the National government or the United Kingdom in the years that followed. On most 
metrics, default proved beneficial. The National government would subsequently reverse 
heavy increases in taxation as well as cuts in allowances and went on to secure another large 
majority in the election of November 1935. In the five years between ceasing repayment and 
entering the Second World War, there was strong and sustained growth in gross domestic 
product and the pound remained historically strong against the dollar. Capital markets reacted 
strongly to the defaults of the 1930s, to be sure, but there was no statistical relationship 
between the severity of default and the ability to borrow immediately after World War II. Yet 
there were significant and long-term diplomatic costs associated with this sovereign default. 
Many historians mistakenly consider the United Kingdom’s unpaid war debts to the United 
States to be largely irrelevant to the course of domestic and international politics within five 
years. Yet archival research reveals that they continued to play an important role in British 
and American policymaking for at least four more decades. During the 1940s, the issue of the 
United Kingdom’s default arose on several occasions, most clearly during negotiations 
concerning Lend-Lease and the Anglo-American loan, fuelling Congressional resistance that 
limited the size and duration of American financial support. The legacy of default therefore 
helped to weaken Britain’s long-term economic position in the postwar world. Successive 
American administrations also struggled to resist growing Congressional pressure to use these 
unpaid debts as a diplomatic tool with which to address growing balance of payment deficits 
from the 1950s to the 1970s. In addition, British default presented a formidable legal obstacle 
for the United Kingdom’s return to the New York bond market in the late 1970s, threatening 
to undermine the efficient refinancing of the government’s recent loans from the International 
Monetary Fund. The consequences of the United Kingdom’s default on its First World War 
debts to the United States of America were therefore longer lasting and more significant to 
policymaking on both sides of the Atlantic than widely assumed. 
 

Keywords: sovereign default, First World War, United Kingdom, United States of America. 
 

Marianna Astore (Bocconi University) & Michele Fratianni (Indiana University) 
‘We can’t pay’: How Italy cancelled war debts after Lausanne 

The paper deals with the history and the accounting of Italian interwar debts against the 
rancorous international context that made it difficult to resolve simultaneously reparations 
imposed on Germany at Versailles and inter-Allied war debts. Italy, part of the Alliance, was 
burdened by a large foreign debt, an experience shared by other European countries such as 
France, Germany, and the United Kingdom. A reduction of Italian public debt came in the 
mid-twenties as a result of two restructuring agreements, one with the United States in 
November of 1925 and the other with the United Kingdom in January of 1926. The 
Washington and London agreements constituted undoubtedly a financial and political success 
for Italy: the country obtained an average haircut of 84 per cent. 

Italy was treated particularly well in comparison to other countries that also reached 
foreign debt agreements with the United States. For example, the United Kingdom received a 



Academic Session V / E 
 

 336 

haircut of 30 per cent, Belgium of 50 per cent, and France of 60 per cent (Migone 1980:72-
73). Debt renegotiations occurred at a time when U.S. financial markets were overflowing 
with funds and the macroeconomic fundamentals justified capital outflows. Europe was a 
natural outlet for these outflows. As to the favourable treatment accorded to Italy, it should be 
noted that Mussolini was well regarded abroad as a leader who could ensure social stability, a 
condition that would have facilitated U.S. economic expansion in Europe. Mussolini had also 
developed a good relationship with the U.S. financial industry and the influential Benjamin 
Strong, President of the Federal Reserve Bank of New York, who inspired the Italian premier 
to reestablish a regime of stable exchange rates (Fratianni & Spinelli 2001:293). According to 
the bulk of the literature, the remaining portion of Italian war debts was eliminated at the 
Lausanne conference of 1932. 

Two main conclusions emerge from our work. The first is that the Lausanne 
conference did not put an end to inter-Allied war debts because the United States refused to 
forgive its foreign claims. This conclusion stands in contrast with much of the literature that 
instead treats Lausanne as an act of forgiveness. After Lausanne several attempts were made 
by the debtor countries to renegotiate the terms of their debts, but they were unsuccessful 
because an isolationist climate permeated the American public’s mood. The Johnson Act of 
April 1934, prohibiting access to U.S. financial markets to all foreign governments that had 
defaulted on debts owed to the U.S. government, made it patently clear that the United States 
did not consider debt forgiveness as an option. As a result, the United Kingdom decided not to 
make a token payment on its June 1934 deadline; and all European debtors, including Italy, 
followed suit. 

The strong antagonism to foreign debt forgiveness of U.S. public opinion in the 1930s 
stands in sharp contrast with the significant concessions obtained by major debtor countries in 
the 1920s. The concessions of the 1920s were “sold” to the U.S. electorate as debt 
restructuring and not debt forgiveness, even though one implies the other. Furthermore, the 
economic climate of the 1920s differed markedly from that of the 1930s: the Great 
Depression brought protectionism and isolationism.  For the U.K., the story is more complex 
because there was no formal default but rather a de facto debt suspension. The U.K. 
government, for political reasons, did not agree on “debt forgiveness” at Lausanne, but at the 
same time it never pushed for the resumption of full payments with its own debtors. The 
reason is that a resumption request by the United Kingdom would have strengthened a 
corresponding demand by the United States to the United Kingdom. Therefore, the Lausanne 
conference can be considered as the terminal date of the Italian debt vis-à-vis the United 
Kingdom. 

The second conclusion concerns the revision of the foreign debt series and the timing 
of Italian debt cancellation. We present a new time series on Italian foreign debt from 1925 to 
1934, a series that is consistent with the unfolding of relevant historical events and then we 
compare our foreign debt series with two others, one by Salvemini & Zamagni (1993) and the 
other by Francese & Pace (2008). The opaqueness of the accounting treatment of Italian 
interwar foreign debt has made our reconstruction of the debt series particularly labourious. 

The structure of the paper is as follows. Section I introduces the topics of the paper; 
Section II discusses war reparations and war debts and the different attitudes of the United 
States and the United Kingdom with respect to debt forgiveness. Section III deals with the 
specific treatment of Italian war debts. Section IV looks at the data and compares our 
reconstruction of the other foreign debt time series. Section V, in addition to summarizing the 
main results of the paper, advances a different interpretation from the literature on war debt 
cancellation and offers an assessment on the transparency of the official data on Italian 
foreign debt between the two world wars. We have also added an annotated appendix. 
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Ella Kavanagh (University College Cork) 
Evolving Central Bank thinking: the Irish Central Bank, 1943-69 

The lens through which a Central Bank views the economy and macroeconomic policy affects 
their analysis of economic performance, their assessment of government policies, their role as 
policymakers and ultimately economic growth and performance. Economic ideas matter. In 
keeping with this idea, this paper examines how the thinking of the Irish Central Bank 
evolved over a period of major transformation (1943-69) in the Irish economy and intellectual 
developments in monetary theory and policy. In doing so, the paper seeks to address the gaps 
identified by Brownlow (2010) in our understanding of “the precise intellectual influences on 
the development of the Bank’s economic thinking” and to evaluate whether or not “Ireland’s 
monetary authorities merely copied British policy practice rather than considered the 
implications for Ireland of the emerging academic research within monetary economics” 
(Brownlow 2010, p. 320). 

This paper adopts an interpretivist approach to the Bank’s Annual Reports from their 
introduction in 1943 until 1969 to uncover the Bank’s evolving thinking. In this regard it 
extends the narrative work completed by Moynihan (1975). We adopt the view that the annual 
reports, in terms of the data that the Bank collected and published, the evidence it used, its 
analysis and its commentary on the Irish economy and international events reveal evolving 
thinking and understanding of how monetary factors affect the economy, how government 
policy interacts with monetary matters and the role of the Bank and monetary policy in a 
small but open economy. Where relevant, we also support our analysis with archival research 
from the papers of Joseph Brennan, the first governor of the Bank, the Department of Finance 
and the newly opened Central Bank archives. 

Our preliminary analysis points to an evolution in the level of analysis, critique and 
the application of economic ideas. Although the Bank’s governors were initially influenced by 
U.K. Treasury thinking, they were also guided by international economists. We note that over 
time the Central Bank became progressively shaped and influenced by international academic 
developments in monetary theory and policy, which repositioned them away from U.K. 
monetary thinking. 

While the Central Bank Act 1942 required the Bank to “publish informative material” 
regarding monetary and credit problems, we find that the content of the reports evolved very 
rapidly. The Governor (and subsequent governors) began to publish an annual report 
immediately and by the second report, the Bank had started to comment on macroeconomic 
conditions.  By 1947 the report began to review government policy. In this regard they 
provide clear evidence that the Irish Central Bank differed significantly in how it perceived 
itself and its role, from the Bank of England at this time.  The latter’s reports did not include 
either analysis or commentary as it wished to ensure that its interpretation of events and their 
exposition of current problems, would not cause embarrassment to the government. 
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V/F   Institutional Change 
 

Juliane Czierpka (Ruhr-University Bochum) 
European integration from an economic historian’s perspective: The Ruhr’s mining industry 

and its power struggle with the High Authority of the ECSC 

Even though economic integration was a crucial part of the process of European integration 
that took place after 1945, economic and business historians have treated the European 
institutions like the poor cousin of the nation states. Based on the hypothesis that the 
European Coal and Steel Community’s (ECSC) High Authority was too weak to stand its 
ground against the interests of the steel and coal companies and the national interests towards 
these industries, most economic historians have dismissed the High Authority’s influence on 
the development of the iron and coal industries in the 1950s and 1960s as negligible. While 
the weakness of the High Authority has been analysed for the Ruhr’s iron and steel industries, 
the question of the distribution of power between the mining companies of the Ruhr and the 
supranational High Authority has not yet been empirically addressed.483 In the absence of 
empirical studies of the relationship between the ECSC’s executive institution and the Ruhr’s 
mining industry, the High Authority’s role in the economic development of coal mining in the 
Ruhr region after 1945, is neglected or treated as an external factor rather than as the result of 
a continuous negotiation process between the High Authority, the German government and 
the companies.484 

My study of the Ruhr’s mining industry within its European context, however, shows 
how the High Authority managed to succeed in establishing competition between the local 
mining companies and therewith ended a long tradition of cartelized coal sales in Germany. 
During the negotiations over the Schuman-Plan, the representatives of the Ruhr’s coal 
community had fought fiercely for the preservation of their traditional centralized system of 
coal sales. Such a cartelization was opposed by most of the other participants as well as by the 
U.S.-Americans, who watched the negotiations closely. After a compromise was reached, the 
question whether the coal mining companies at the Ruhr were allowed to sell their coal – that 
accounted for about 40 per cent of the ECSC’s overall coal output – jointly, was transferred to 
the High Authority. This led to a struggle between the High Authority and the representatives 
of the Ruhr, who were usually supported by their local and national governments. During the 
following fifteen to twenty years, the Ruhr’s mining companies continued to fight for a 
centralized sales organization. Even though it was not until the year 1967, the High Authority 
finally succeeded, and the sales companies started to compete against each other. 

My paper analyses the goals of the mining companies, the German government and 
the High Authority and addresses the question of how the High Authority influenced the 
evolution of the organization of coal sales in the Ruhr area. The research is based on archival 
sources from the High Authority and the mining companies as well as from the German 
government, mainly the Ministry of Economics. This compilation of materials allows us to 
address the question raised, as a set of principal-agent-problems: The High Authority had to 
establish mechanisms that were able to hinder the mining companies’ attempts to collude with 
each other. At the same time, the High Authority was forced to deal with another of their 
agents, as they had to find a way to make the German government act in accordance with the 
ECSC treaty. The German government itself was not only the ECSC’s agent but also a 

                                                 
483 For the case of the iron and steel industry see Witschke, Tobias: Gefahr für den Wettbewerb? Die 

Fusionskontrolle der Europäischen Gemeinschaft für Kohle und Stahl und die “Rekonzentration” der 
Ruhrstahlindustrie 1950-1963, Berlin 2009. 

484 See e.g. the contribution from M. Farrenkopf to the handbook of the history of the German mining industry: 
Farrenkopf, Michael: Wiederaufstieg und Niedergang des Bergbaus in der Bundesrepublik, in: Dieter 
Ziegler (Ed.): Rohstoffgewinnung im Strukturwandel, Münster 2013, S. 183-302. 
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principal trying to gain control over the mining companies, which acted as the government’s 
agents. 

By tackling the question in this way, one can gain not only new insights in the 
conditions of development of the mining companies of the Ruhr but also in the distribution of 
power between the supranational High Authority, the member states’ governments and private 
businesses. Research into this triangular relationship can also shed light on the acceptance of 
early European Institutions. Therefore, my research underlines the importance of studies that 
put the Ruhr’s mining industry in its European context rather than dismissing any influence 
from the ECSC, while also showing the benefit of an economic historian’s perspective on the 
early stages of European integration. 
 

Luciano Amaral (Nova School of Business & Economics, Lisbon) & Filipa Santos 
Machado (Collège d’Europe, Bruges) 
Institutional shocks and competition in Portuguese commercial banking in the long run, 

1960-2015 

The Portuguese economy was affected by two radical institutional shocks in the period 
ranging from 1960 until the early twenty-first century. The first shock took place in 1975, 
when a massive nationalization programme led to one of the largest transfers of private 
property into public hands in Western Europe. The second occurred in the early 1990s, with a 
shift of a totally opposite sign, thanks to one of the largest privatization programmes ever. 
These shocks made the economy pass through three different periods of strongly contrasting 
regulatory frameworks: from 1960 to 1975, from 1975 to the early 1990s, and from the early 
1990s to 2015. In each period the issue of competition was dealt with in a completely 
different manner. In the first period, the purpose of regulation in the various markets was to 
restrict competition heavily; in the second, such a purpose was even clearer, as a large part of 
the economy was in the hands of the state, with various public monopolies being created; in 
the third, there was a radical change in the spirit of regulation, now informed by liberalizing 
and pro-competition principles. 

These radical institutional shifts make the Portuguese case a particularly interesting 
one. The country can almost be seen as a laboratory case of the effect of the main political 
ideas of the twentieth and twenty-first centuries on the functioning of the economy: the 1960-
1974 period corresponded to the last fourteen years of a long lasting authoritarian regime 
(starting in 1933) which was very suspicious of free markets and competition and regulated 
the economy accordingly; 1974 was the year of a coup d’état that overthrew the authoritarian 
regime and initiated a revolutionary process of communist or socialist tendencies, eventually 
leading to the nationalization of large swathes of the economy in 1975, including the entire 
commercial banking sector; this lasted until the late 1980s and early 1990s, when a 
liberalizing wave swept the country and reverted virtually all previous nationalizations and 
the country entered into an institutional environment that should have been more favourable 
to competition. 

The banking market was directly affected by these changes. The commercial banking 
sector was entirely nationalized in 1975. Until 1989, a constitutional norm prevented the 
sectors nationalized in that year to be re-privatized. In 1989, however, that norm was 
abolished and, during the 1990s all commercial banks were re-privatized. The purpose of this 
paper is to assess how competition in the commercial banking sector evolved throughout 
these drastic changes. What we do is to assess the impact on competition in commercial 
banking of the mentioned three different institutional settings. In order to do so we use a 
statistical test developed by James Rosse and John Panzar (Rosse & Panzar 1977, and Panzar 
& Rosse 1987), allowing us to measure and classify competition. According to these tests, 
competition can be classified in three categories: perfect competition, monopolistic 
competition (a form of competition with a similar outcome to perfect competition in the short 
run although not in the long run) and monopoly or colluding oligopoly. The main point of the 
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model is to verify how a change in input prices affects revenue. In this case the purpose is to 
assess the sensitivity of revenue to joint changes of input prices. A monopoly or a perfectly 
colluding oligopoly imply that an increase in input prices affects revenue and output 
negatively; perfect competition implies that an increase in input prices does not affect revenue 
and output; monopolistic competition implies an intermediate behaviour. Panzar and Rosse 
use a measure of competition that corresponds to the sum of the elasticity of revenue with 
respect to the input prices. 

We would expect competition to be very limited in the first period, verging on non-
existent; we would also expect competition to virtually disappear in the second, as all 
commercial banks became state-owned, and to re-emerge strongly in the third, with 
privatization and a nominally competition-friendly new environment. However, as we will see 
below, that is not what happened. According to some of the tests, there are signs of perfect 
competition in the 1960-75 period, despite the heavily restrictive institutional setting, and 
signs of a colluding oligopoly after the 1980s, despite the increasingly liberalizing framework. 
The tests suggest furthermore that commercial banking presented stronger competitive signs 
during the period of integral state-ownership between 1975 and the mid-1980s than 
afterwards, when banks were privatized and the legislative setting had the explicit objective of 
promoting competition. 

These results are counterintuitive and we present some preliminary explanations for 
them. A very important issue arising from those explanations is that of the differentiation 
between the purpose of the law and the actual behaviour of the agents in the market, which 
seem to have been able to circumvent the limitations of the legal and institutional 
environment. 
 

Keith Allen (Institut für Zeitgeschichte) 
Privatization and foreign investment after 1989: New evidence from German archives 

My presentation will analyse the behind-the-scenes politics of foreign investment in the years 
immediately following the demise of Soviet-imposed state socialism across east-central 
Europe. I exploit new archival access to define how and why Germany’s privatization 
authority, the Treuhandanstalt (trustee agency, also known as “Treuhand”), sought to lure 
foreign capital to particular enterprises in eastern Germany. Unlike in neighbouring countries 
in east-central Europe, in Germany the primary method used to privatize the economy after 
1989 was the sale of firms by the federal government to western – mostly western German, 
but also foreign – enterprises. 

To court foreign investors and fend off charges of protectionism and xenophobia in the 
wake of national unification, Germany’s federal government took extraordinary measures. 
The Treuhandanstalt, a sub-ministerial holding entity granted less than half a decade to sell, 
liquidate, or restructure eight and a half thousand erstwhile state-owned enterprises employing 
more than four million individuals (nearly half of total employment in eastern Germany), 
drew heavily on the expertise of international investment bankers and consulting firms in 
crafting its strategies. They encouraged the Treuhand’s president and senior staff to enlist 
foreign representatives in western European capitals, to set up offices in New York and 
Tokyo, persuade foreign venture capital funds to mount dozens of controversial “management 
buy-ins,” and to hire non-Germans to staff the Treuhand’s Berlin headquarters in an English-
language division dubbed “Investor Services.” Even according to the imperfect statistics put 
forward by federal officials, these initiatives proved only modestly successful in directing 
foreign capital to eastern Germany via the purchase of a Treuhand-owned company; they 
yielded foreign direct investment on a scale not substantially greater than in the Czech and 
Slovak republics and Hungary. The long-term effects of restructuring the morass of East 
Germany’s planned economy included mass unemployment unknown since the 1930s and a 
precipitous decline in industrial production. Those responsible for the life-altering day-to-day 
implementation of rapid privatization were elected officials, high civil servants, business 
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leaders, and trade unionists, but also an entourage of handsomely remunerated advisors and 
investment bankers who have hitherto been far less studied. Linking new archival collections 
in Germany to declassified documents in other countries, this project explores how decisions 
to engage consultants and foreign employees shaped political and social life in newly unified 
Germany – and beyond. 

Privatization in Germany, as in other nations, consisted of overlapping regional, 
national, and foreign dimensions. Pronounced commitments to national unification on the part 
of the Treuhand’s supporters, and criticisms of the Treuhand’s shortcomings through 
unflattering comparisons with western Germany, should not obscure the fact that the complex 
dynamics subsumed under the post-socialist mantra of “transformation” recast relationships 
between markets and governments. By examining privatization cases both within and beyond 
the most economically dynamic regions of the newly unified Federal Republic, my enquiry 
reveals how state-sponsored efforts to solicit foreign engagement in Germany bound together 
a wider range of lives and livelihoods, at home and abroad, than has previously been assumed. 
 

Di Guo, Tai Leung Chong (Chinese University of Hong Kong) & Danli Wang (Shanghai 
University of International Business & Economics) 
Land tenure legacy, property right institutions and economic development: Evidence from 

China 

Land ownership had been more concentrated in southern than in northern China for over a 
thousand years due to the variations in geographical conditions across the country. 
Consequently, local governance and property right institutions varied significantly across 
regions in history. Specifically, the constraints on local executives in the South were stronger 
than those in the North. This paper examines whether the land tenure structure and the 
associated property rights institutions existing thousands of years in history have impacts on 
contemporary property rights institutions and economic performance, even after the Chinese 
Communist Party (CCP) eradicated traditional land ownership in rural areas and implemented 
a drastic public system of public ownership in the early 1950s. If they do, how did such 
institutions survive the socialist regime and what are the channels through which they 
influence contemporary property rights and economic performance? To empirically estimate 
our argument, we integrate prefectural-level data from different sources. Eventually, we 
construct a dataset covering land tenure structure in the 1930s and the Northern Song Dynasty 
(960-1127AD), constraints on executives in the Qing Dynasty (1644-1912AD), 1950s during 
the agricultural collectivization under the CCP control, 2000s during the economic reform, 
and, data on contemporary economic development for 256 prefectures in China. These data 
comprise approximately 90 per cent and 79 per cent of the total sample of the nation during 
the Qing Dynasty and in 2014 respectively. 

The estimations demonstrate that the variations of land tenure structure and the 
consequent varying patterns of constraints on executives throughout Chinese history persisted 
over time and survived the communist control that led to the divergence of contemporary 
property rights institutions after the economic reform in China. Contemporary property rights 
institutions, in turn, determined the economic development across prefectures.  Moreover, our 
examinations suggest that the property rights institutions persisted through the coordination 
capacity of the local land owners that is closely related to the land tenure structure across 
history. 
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V/G   Women’s Committee Session:  
Early Modern Gender and Space 

 

Amanda Flather (University of Essex) 
Women, work and the parish church: gender, space and the material culture of religious 

change, 1550-1640 

Scholarship on early modern women’s religious experiences has focused primarily on elite 
women who were literate enough to leave written records of their ideas, beliefs and practices 
or who were written about by the elite men who knew them. A good deal of historical 
attention has also been paid to women who joined radical religious groups especially during 
the tumultuous decades of war and revolution. Most women, however, were not literate and 
not radical and practised their religion in their local parish church. This paper examines the 
neglected topic of women’s contribution to parish life through their varied contributions to the 
maintenance of the fabric of the church. Using evidence of patterns of expenditure and 
investment in wills and church wardens accounts, primarily although not exclusively from the 
county of Essex between 1560 and 1640, it explores the profound influence of religious 
material culture on women’s modes of religious thought and behaviour and the ways in 
which, through their active engagement in the care of church fabric, women exerted influence 
over the meaning and use of sacred space. 
 

Charmian Mansell (University of Oxford) 
Beyond the home: Servants and space in early modern England 

This paper will present data gathered from the church court depositions of South West 
England between 1550 and 1650 to present a new history of early modern women in service.  
Service was a typical and defining experience for young women.  Around 60 per cent of 15- 
to 24-year-olds were employed in rural and urban, rich and poor households across the 
country in exchange for wages and bed and board.  Yet despite their ubiquity, we still do not 
have an accurate picture of the practices of everyday life for female servants.  Historians have 
typically conceptualized service within a dichotomous gendered framework, placing the work 
of male servants within an agricultural context, and situating female service within domestic 
space.  The household therefore stands as the primary space in which female service was 
performed, and as such, the experiences of women in service are presented as playing out 
almost exclusively within their employer’s homes.  Female servants’ relationships with 
masters, mistresses and fellow servants have received significant attention in work by Bernard 
Capp, Tim Meldrum and Roger Richardson.  However, female servants remain peripheral 
characters on the village stage and their interactions with people and space beyond the 
household have been largely neglected. Although the ‘separate spheres’ model is now 
generally understood as an unhelpful way of categorizing individual experiences, it continues 
to underpin the way in which female servants are studied. 

This paper firstly challenges this domestic framework in which scholarship on female 
servants confines itself.  It does so through quantitative analysis of depositional evidence of 
the spaces in which female servants were recorded. The most significant conclusion to be 
drawn here is that these women spent almost as much time outside their employer’s homes as 
they did within them. Their working and social lives frequently took them beyond the home 
and the court depositions provide rich evidence of the variety of spaces that female servants 
moved between.  I argue here that this quantitative approach raises important questions about 
how female service has been studied in the past. 

Although the home itself was neither private nor closed-off – neighbours, friends and 
suitors were among an assortment of people who passed in and out of the home on a regular 
basis – the paper focuses on female servants’ experiences outside their employers’ homes.  It 
presents the range of working and social activities that took place in the fields, streets, 
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churches and the homes of others in early modern England that brought women in service into 
contact with diverse sorts of people.  This paper shows that service for women was not the 
self-contained, isolating experience that scholarship suggests.  Friendships as well as other 
social and economic connections were built with members of the community and these 
relationships persisted even after female servants left a parish either for a new position in 
service or for marriage. This paper therefore places servants at the heart of the 
neighbourhoods in which they lived and the communities to which they belonged, and in turn, 
re-evaluates our understanding of both service and the early modern community. 

The final part of the paper will briefly consider important questions raised by the data: 
how could household patriarchy function beyond the home?  How was a master to control his 
household beyond the household?  While evidence of the dynamics of patriarchal authority of 
masters over servants is plentiful within church court depositions and in other sources, what 
happened when employers were absent?  The patriarchal model does not adequately explain 
or account for female servants’ appearance in community spaces or their interactions with 
individuals beyond the household.  This paper therefore calls for a re-evaluation not only of 
female service but also of our understanding of household patriarchy in early modern 
England. 
 

Anne L. Murphy (University of Hertfordshire) 
‘Go enquire among the shopkeepers’: The work of an early modern wife 

The nature of women’s contribution to the early modern economy has been generating lively 
debate for nearly a century. We know that women’s work was essential to the household 
economy and that their contributions were made both through unpaid and waged labour. Nor 
was this work confined to lower status occupations and to the periods before and after 
marriage. Erickson’s findings show that, in London at least, the proportion of married women 
not involved in the labour market was small and that women did not necessarily work in the 
same occupations as their husbands. Indeed, women from all strata of society operated 
autonomously in business and displayed competence both in running their own enterprises 
and contributing to those operated by others. Yet there still remains a significant gap in our 
knowledge of how early modern women contributed to their husband’s business while those 
husbands lived. It is clear that a significant proportion of women did labour alongside their 
husbands and anecdotal evidence shows that their labour was valued. Yet, perhaps because of 
the difficulties of locating sources in which their work is revealed, little is known about the 
specifics of wives’ contributions to the work of their husband. The Jeake family of Rye in 
East Sussex, therefore, can provide us with a unique and informative case study. 

Drawing on a series of more than 30 letters from Samuel Jeake to his wife Elizabeth 
written between 1696 and 1699, this paper will provide a detailed reconstruction of 
Elizabeth’s economic activities. It will offer a telling insight into the various ways in which an 
early modern wife’s labour contributed to the marital economy. It will show that Elizabeth 
worked within the home, including conducting business with visitors to the home and she 
worked outside of the home, engaging in networks of information and business within the 
town of Rye. Elizabeth’s work was skilled requiring literacy, numeracy, complex decision-
making and knowledge of the wider business environment. She received instructions from her 
husband but was also required to use independent judgment and to exercise authority over 
hired men and with business connections. 
 

Amanda Capern (University of Hull) 
Gender and the negotiation of house use and space 

This paper uses the records of the Temple Family of Stowe from 1580 to 1680 to track the 
movement of family possessions over this time. The family owned several houses in 
Buckinghamshire – Stowe, Burton Dassett, Water Eaton and Wolverton – and had 
connections with several others through their kin/marriage network. The paper uses household 
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inventories, lists, accounts and correspondence to follow the journeys of things over time 
between the family houses. The paper pays particular attention to the gendered symbolic 
meanings of the material objects, asking questions about why things were located in the 
places that they were over time. The possessions themselves were enormously important: they 
helped to ground and locate the family in place and comprised a form of ‘moveable wealth’ 
which became increasingly important to them as the family estate became horribly 
encumbered with debt. The solace in their possessions became a form of financial security – 
or at least a pretence to it – one that was based on the solidity of wealth vested in the material 
objects themselves. The agency of particular family members can be seen rising and falling 
alongside changing rooms and their contents. Indeed, whole rooms of furniture and 
possessions moved from one house to another as the agency of one member of the family or 
another rose or fell according to relative levels of wealth. Crucially, ‘the family bank’ that 
was the deeds cabinet or chest holding the ‘writings’ (i.e. property deeds, conveyances, 
mortgages and bonds) also travelled about, its location indicating where the head of 
household (whether male or female) was domiciled. However, even the hidden and discarded 
items in the family’s possession were more than just things – they represented the family’s 
claim to place and possession over ‘time immemorial’, so acting as genealogical markers in 
family life. The main methodology of the paper is anthropological, or a form of Geertzian 
‘rich description’. However, it is one that uses temporality to track gender and social identities 
in one family unit to explore change over time. 
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Economic History Society Annual Conference 
 

5 – 7 April 2019 
Queen’s University Belfast 
Call for Academic Papers 

 

The 2019 annual conference of the Economic History Society will be hosted by Queen’s 
University Belfast from 5 – 7 April. 

The conference programme committee welcomes proposals on all aspects of economic 
and social history covering a wide range of periods and countries, and particularly welcomes 
papers of an interdisciplinary nature.  Scholars are not expected to present a paper in more 
than one session (including as a co-author) and, when slots are limited, priority will be given 
to those who did not present at the previous year’s conference. Those currently studying for, 
or who have recently completed, a PhD should submit a proposal to the New Researcher 
session; please contact Maureen Galbraith (ehsocsec@arts.gla.ac.uk) for further information. 

The committee invites proposals for individual papers, as well as for entire sessions of 
1.5-2 hours duration; (no more than 4 papers will be accepted for any one session).  Please 
note that 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. 

Proposals should please be submitted online via the Economic History Society website 
(www.ehs.org.uk).  You will be asked to submit: 
 

For single paper submissions: 

 The title of the paper proposed. 
 A short abstract of the paper proposed (300-500 words).* 
 Up to five keywords to help the conference coordinating committee allocate papers 

between sessions. 
 Contact details (name, affiliation and e-mail address; including those of co-authors). 
 A brief C.V. 
 

For sessions: 

 The title of the proposed session. 
 The rationale for the session (up to 100 words). 
 The titles of each paper proposed. 
 A short abstract for each paper proposed (300-500 words).* 
 Contact details for each speaker (name, affiliation and e-mail address; including those of 

co-authors). 
 A brief C.V. for each proposed speaker. 
 

* The abstract(s) should explain the background to the paper; the questions it addresses; the 
sources and methods it employs; and likely conclusions. 
 

For full consideration, proposals must be received by 3 September 2018.  Notices of 
acceptance will be sent to individual paper-givers by mid/late-November 2018 when they will 
be asked to provide the following: 

 A revised abstract of the paper (750-1,000 words) for inclusion in the conference booklet 
(by 14 December 2018). 

 A brief non-technical summary of the paper (if requested) for the ‘Media Briefings’ 
section of the Society’s website (by 15 February 2019). 

 An electronic copy of the full paper, or a web address where the paper is available for 
consultation (by 1 March 2019). 
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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. The completed application form must be submitted by the 
September deadline as later applications for support will be considered only in exceptional 
circumstances. 
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Economic History Society Annual Conference 
 

5 – 7 April 2019 
Queen’s University Belfast 

 

Call for New Researcher Papers 
 

The 2019 annual conference of the Economic History Society will be hosted by Queen’s 
University Belfast, from 5 – 7 April. 

The annual conference opens with papers presented by new researchers.  They offer 
those completing (or who have recently completed) doctorates the opportunity to present their 
own, sole-authored, work before professional colleagues and to benefit from informed 
comment.  Speakers who have participated in a new researcher session at a previous 
Economic History Society annual conference should please submit a proposal to present a 
paper in the Academic Session. 

The session will be held on the afternoon of Friday, 5 April 2019.  Those wishing to be 
considered for inclusion in the programme must submit an application via the Economic 
History Society website (www.ehs.org.uk) by 3 September 2018. This should provide: 

 A short CV, which should include academic qualifications, current position and/or 
programme of study, conference papers, and publications 

 Abstract title 
 Abstract summary (max 500 words); this should include: 

o Outline of the question to be asked 
o Summary of methods and sources 
o Probable conclusions 
o Research progress 

 Intended date for submission of the thesis 
 

A supporting statement from the supervisor must be emailed separately to Maureen Galbraith 
(ehsocsec@arts.gla.ac.uk).  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, 2,250-
2,750 words in length, by 14 December 2018 for circulation in the conference booklet.  Each 
new researcher will have the opportunity to speak for 20 minutes, followed by 10 minutes of 
discussion.  Up to two prizes of £500 will be awarded for the best paper(s) presented in the 
new researchers’ session.* The procedure for judging papers will be circulated to all 
participants. 

The Economic History Society is able to offer a financial contribution to assist new 
researchers to attend the conference when this is not available from their institution.  Any 
monies awarded would not cover travelling expenses. 
 

Any queries should please be directed to: 

Maureen Galbraith 
E-mail: ehsocsec@arts.gla.ac.uk 
 

* New researchers, who have achieved their PhD by 31 December in the year preceding the 
conference, will not be eligible for the New Researcher Prize. 
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Economic History Society Annual Conference 
 

5 – 7 April 2019 
Queen’s University Belfast 

 

Call for New Researcher Posters 
 
 

The Society welcomes sole-authored posters from graduate students at an early stage of 
pursuing their PhD; collaborative work is not eligible.  Graduate students who have presented 
a poster will be eligible to apply to present a paper in the New Researcher session in a 
subsequent year, but may present in a poster session only once during their graduate career. 
 
The poster session will be held during tea/coffee breaks, for the duration of the conference, 
and will be located adjacent to the publisher exhibition.  It offers students an excellent 
opportunity to showcase and gain feedback on early-stage work in a supportive environment.  
Those wishing to be considered for inclusion in the programme must submit an application, 
via the online system (www.ehs.org.uk), by 19 November 2018.  This should provide: 

 A firm title 
 A short abstract (maximum 250 words) 
 A current CV 
 A supporting statement from the supervisor must be emailed separately (to Maureen 

Galbraith: ehsocsec@arts.gla.ac.uk). 
 
Detailed guidance notes can be found overleaf. 
 
Any queries should please be directed to Maureen Galbraith (ehsocsec@arts.gla.ac.uk). 
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Guidance Notes for New Researcher Poster Presenters 
 
 
 

• A prize of £100 will be awarded for the best poster.  Poster presenters will be 
responsible for providing an electronic copy of their poster in advance of the 
conference, together with a copy of the abstract submitted in response to the call for 
posters.  This is to allow the panel that will judge the posters to review them in advance 
of the conference. 

 
• If selected for the poster session, presenters will be responsible for bringing a printed 

version of their poster (A0 size, vertically-oriented, and in colour) with them to the 
conference. Materials for displaying the posters (i.e. poster stands) will be provided by 
the EHS. 

 
• Limit the text to roughly one-fourth of the poster space, and use ‘visuals’ (graphs, 

photographs, schematics, maps, etc.) to tell your ‘story’. 
 
• Text should be under 800 words. Be prepared to give a brief oral introduction to the 

project and answer questions. 
 
• A banner displaying your poster title, name, and department should be positioned at top-

centre of the board. 
 
• Leave some open space in the design. An open layout is less tiring to the eye and mind. 

 
• Make it clear to the audience how to view/read the poster. The poster generally should 

read from left to right, and top to bottom. Numbering the individual panels, or 
connecting them with arrows, is a standard ‘guidance system’. 

 
• Simplicity is essential. Keep to the point, and don’t try to cover too many things. 

 
• Tell the audience what question you are asking, why it is interesting, and what answer 

you propose. 
 
• Think of your poster as an advertisement of your paper, not as the paper itself. Your 

goal is to engage people in conversation. 
 
• Use a minimum font size of 26 pt. for the body of the text, and 46 pt. for the main title. 

 
• Cite and reference any sources of information other than your own, just as you would 

do with a research paper. The ‘References Cited’ is placed at the end of the poster. 
 
• The posters will be displayed for the duration of the conference. There will be 

designated times when poster presenters are asked to be with their posters; namely: 
tea/coffee breaks. 

 
• Do not forget to bring along handouts that summarize your presentation; these should 

include your name, affiliation and email address. 
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