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PREFACE

A MaNUAL of 8 big subject like the economic history of mod-
ern Europe is very properly judged according to its useful-
ness as a key to the main ideas and the most important
literature. Perhaps it is needless to add that the facts and
sources-included are very much restricted by the limitations
of & single volume.! The proper guide in selecting this ma-~
»terial was felt to be the needs and wants of the particular”
readers for which the book waa designed. Two of the authors
have been more or less habitual teachers of introductor;i
economics, as well as of economic history. As A.uierica;_
college curricula are organized at present, an introductor
class in economic history contains a large percentage it
future specialists in economies or business. The other iel
portant contingents come from the fields of history ¢ .,
sociology or social economics. Our own experience natur, <,
extends to only a few institutions, but the publishers have
made a systematic inquiry as to the situation elsewhere.
The facts indicate that we should miss the mark if we did not
give most weight to the interests of the students of econo-
mics. It seems clear to the writer of this preface that the
nature of the subject also demands the emphasis indicated
above, and that the specialist in history loses nothing be-
cause the conventions he is used to are sometimes ignored.
Any departures from the orthodox arrangement are due to
the fact that we are examining the development of a specific
group of institutions, mainly for people who are not profes-
sional historians.
It is not necessarily a sad reflection that wo institution is -
changeless, or perfectly logical in itself at any given time.

¥ As 8 compact introduction to the present volume the same publishers
brought out, in 1026 an Economic History of Europe to the End of e Middle
Agw, by M. M. Knight. .
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PREFACE

1f the pessimist caninYist that every age carries the seeds of

its own.déa'&s(",%ﬁe,bli' t is on as solid ground in remarking
that these _sepds g,r'o 0 thode of new growth, better adapted
»@ the ﬁﬁms!tt’ Because we can discover some of the

mégnmigret4iings in what they have been, and at least real-
“Xe that more is hidden in what they are in the process of be-

" Mg, history will never be entirely useless. This peren-~
cage of the present with the knowable past and the
\ future means that all divisions into periods are
Commercial institutions in the age of exploration
tinued to adapt the earlier ones of Venice, Genoa,
Hamburg to the changing conditions. The in-
1 specialization of economie life which was
e a feature of the so-called *expansion of
rly modern times was not new. In the eco-
e expansion itself, as well as the growth of
 had been going on at least since the beginning

@& ‘ of this preface has gone over the manusétipt
*em’:napters on modern times here presented, and has
attempted to make every reference to earlier periods self-
_explanatory. It may do no harm to add several positive
| cautions to be observed in looking backward at the Middle
Agas. There was a good deal of what we would call ““ capital-
ism” in the late medieval towns, especially in connection
with ‘those export industries dominated by the eommercial
gilds. TFortunately, it is no longer common to think vaguely
of the period in general as “dark” or “backward.” Many
industrial processes, notably those connected with metal-
working, were far superior to the corresponding ones used in
antiquity., It would be hard to estimate the gﬁects of the
appearance of paper, printing, gunpowder, and the compass
in Europe, all of which oceurred before what we call modern
, times. Especially in the organization of business and of
‘labor had improvements taken place, the long-time conse-
quencenof which could hardly have been dreated of in 1500,
Medieval towns, as Ernest'Nys has so well stated it,\“did
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even what antiquity had not done — they ennobled labor.”
Human society is based on life as well as materials, and the
important developments are not always the mechanical ones.
In dealing with the Industrial Revolution as a very natural
outgrowth of centuries of commercial change, we have merely
carried over into & manual the view which has been estab-
lished by many monographs during the. past twenty-five
years. Besides a great development of industry on’the
mechanical side during about a century following 1750 (a
date which has no particular merit except convenience), a
significant shift took place from the domination of industry
by commerce to something very near the contrary. While it
would be absurd to ignore the Industrial Revolution, or to
deny that any such thing occurred, the older dramatic con-
ception of the movement, as springing from a few mechanical
inventions, is no longer permissible. Neither at the begin-
ning nor at the end of the hundred years or so just men-
tioned were the changes purely English, or anything like it."
Any manuscript prepared by a number of authors is likely
to lack the unity needed in a textbook. The writer whose
initials appear below was asked by the editor and the pub-
lishers to check the finished material in order to supply
omitted items, eliminate duplications, and harmonize the
method of treatment as much as possible. This gives him
an added responsibility, which he cheerfully assumes. ‘Che
sole aim in writing this volume has been to make the course
of European economic development, as intelligible as possible,
in the space at our disposal. To those honest critics who
. aid us in correcting our mistakes, or who may help others in
avoiding them, we offer our humble share of the gratitude
of the profession.
M. M. K.
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ECONOMIC HISTORY OF EUROPE
IN MODERN TIMES

CHAPTER 1
THE BEGINNINGS OF EUROPEAN EXPANSION
ORIGINS OF MODERN SOCIETY )
In tracing European expansion the present tendency is td’
lay much less stress than formerly upon such dramatic events
as the fall of Constantinople in 1453 and the great culfural
and religious movements popularly termed the Renaissafice
_and the Reformation. Constantinople suffered a long de-
cline before the Ottoman Turks finally captured it.’ Its
eclipse whs due to slow but very great changes in European
economjic organization which curtailed its monopoly of tar-
kets, and to certain military movements in Asia affecting its
sources-of supplies. The Renaissance, or intellectual awak-

ening of the fourteenth and succeeding centuries, is now :

generally regarded as a mere acceleration of & movement al-
ready well under way, and having its roots far back in the
Middle Ages. Its economie, social, and intellectual atmos-
phere was derived at least as much from the contemporary
European situation as from the classical revival which has
given the period its name. There is no divorcing it, as &
factor in modern history, from the material facts which un-
derlay and surrounded it. Chief amongsthese are the eco-
nomie life of the Italian eities, the invention of printing, and
the great expansion of Europeanm economic contacts which
began with the crusades, merged into the “overseas explora~
tions and colonixing projects, and is still going on as the
exploitation 6f backward regions of the earth. .
Neither the Renaissance nor the Protestant Revolt was in

»
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any true sense a ‘“cause” of the great changes in European
life which followed — both were dramatic but incidental
factors in a general situation. Historians of the Reformation
“are interesting themselves more and more in such economic
;matters ay the effect of the rapid development of trade and
{ industry upon peasant life, politics, and the point of view of
Europegns generally. It is impossible to consider the zevolt
from the Church separately from the flood of printed books
and pamphlets which would not have been possible without
the inventions of the preceding century, or to peruse the
pamphlets themselves without perceiving the driving force
of the economic issues they raised. 'The bourgeoisie or'enter-
¢ prising middle class of the towns, and the national state, had
sttained a potential force which was bound to assert itself
before very long. Whenever this should take place, the
overturn of the medieval system was inevitable, through the
wplay of forces which it had itself produced. From the
crusades to the present, the most impressive and constant’
factor in the changes which have appeared is theexpansion
< of trade. Durmg the Middle Ages, this exerted itself chiefly
on inland seas, rivers, and caravan routes. In early modern
times, before the age of railways, the oversea phase was the
most striking. This eumulative growth of cemmerce meant
much more than a mere quantitative change, It altered
rhpidly in character also, breaking out of the bounds of the
older organization., Eventually, it built for itself the very
different structure of business which we know as modern
capitalism.

<
< ¢

\ THE BEGINNINGS OF MODERN CAPITALISM
Caplta.l defined as a Rroducmg surplus created by man,

‘has existed almost, {rom fhe m&w It
has even been accumulated in fluid negotiable form ever

since the development of coined money. .

Capitalism means a good deal more thaa the mere amass-
ing.o%capxtal. For idstancey the socialist, who wishes to
destroy the capitalistic organization, would usually admit

. -
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the need of fully as much capital in prod'ixcmg under the
system he advocates, It goes Without saying that a produe-
ing surplus, or capital, must first exist; but the real earmarks -
of capitalism are the form. in which this caplta.l is acumu-
lated and the method of applying it.
Whﬂe there was a good deal of commemal and fi ﬁnancxal
rise for private profit in the wm,__wnﬂd. 111 was
greatly restricted, as compared with the situation in modemn
times. 'This capitalism — for such it wag —— ha.r__gl!_tg\l(m{
mdus’cry The preyalence of glavery and of a domestic or:
household system of production partially accounts for this.
Moreover, the a.ncxent imperial governments frowned upon
purely prwate b iness on a large scale as a possible enemy”
of that type of tate. FKluid or pegotiable capital was
amassed largely in connection with public or semi-public
enterprises. In Rome there was hardly a shadow of ﬁhe\
organization of banking and credit as we know it. The
considerable bulk of ¢ommercial and financial operations
. should not betray us into forgetting its relative mmgmﬁca.nce
in the vast areas and populatlons concerned. | *
When the Roman Empire in the West broke up, such '
forms of enterprise as might be called capitalistic disappeared
- for a time, and landed property stood almost alone. Capital
began again to accumulate, first in southern Europe, a.long
the trade routes from the East. In the medieval world, asln
\the ancient, it was chiefly applied to large-scale commerce -
and finance, not to industry. Such industries as grew up
along the trade routes to provide exports were definitely
dominated by the organizations for commerce.
. For example, the Florentine arti di Calimala dealt in cloths
from the north of Europe, and also refinished them. The -
were real wholesalers, moving goods in quantity
to and from both northern Europe and the Near East. In-,
stead of shifting precious metal to make their payments, they:
developed an elaborate banking technique, using bills of |
exchange. . 2RI
There were also specialized bankers and money-changers
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in medieval Italy. * As in ancient times, these professional
financiers paid particular att¥ntion to public business. They
founded branches in northern Europe, got concessions to
collect Papal revenues, and built up their general business
around this steady flow. . Sometimes they made loans to
mona.rchs& recouping themselves by the exploitation of mo-~
nopolies and concessions. Flgrentine bankers did this in
the Kingdom of Naples, and the great Bank of St. George at/
Genoa had a similar origin.

The Church’s prejudice against private profit and interest
was largely inherited from ancient times. In the end,
medieval Europe was more than twice as large as the Roman
bart had been. The importance of the trade routes from the
Levant and the looseness of medieval governments made the

iregulation of large-scale commerce and the accompanying

;" financial operations particularly diffieult. During most of
the medieval period there was friction between the Papal
Government and both the commercial towns and the weakly
organized Holy Roman Empire. The very chaos of small
states and feudal eurrencies made the money-changer indis-
‘pensable and complicated the problem of controlling his
activities. Small industry, for local markets, was in a strait- -
jacket, but export industries shared some of the power and
immunities of the great commercial gilds for which they
wbrked.

With the rise of national states, the financial capitaﬂsm
which had grown up in nerthern Italy began to look less like
that of the ancient world, and to take on an aspeet more
familiar to us. Monarchs like Philip the Fair of France took
advantage of both the financial strength and the wide. ex-

. perience of such bankers as his Italian advisers, Biccio and

Musciatto. This was nearly two hundred years before the

times cotiventionally spoken of as “rdodern.” )
The great ing towns, some of which manufactured on a

considerable scale before 1500, would have been-evan more

radical ¢han the nationdl states in freeing business from the

Cht:rch’s restrictions, had they possessed the power. As
» .

. L]



-THE BEGINNINGS OF EUROPEAN EXPANSION 261

soon as the states had securely established their authority
* over the towns, the medieval system, already toppling, found
this additional disruptive force released against it.

Calvinism, which began in that urban environment, hag
been particularly blamed (and praised) for the assertion of a
pew ethical code which has been defined as turmng the
medieval sin_of covetousness into the moderr economie

- principle of “spatching to hoard and hoa.rdmLto snatch.”
This is not fair to the early Calvinists.  As members of
mercantile communities, they found themselves obliged to
depart in many ways from the strict principles laid down for
a simpler soeiety which no longer existed around them.. They
strove heroically to preserve the good — one might say th

Christianity — of the old system, by a rigid discipline of rich

and poor. 'The economic forces they liberated proved less

amenable to control than they seemed at the time, but these
factors really dated far back of Calvinism.

Luther’s revolt against the Church aided only incidentally
in the triumph of the new spirit of private enterprise. Him-~
self of peasant origin, {he founder of the new sect reasoned -
from the ¥illage, not the commercial town, as the basis of
society. A new economic order was appearing, regardless of
all the Calvins and Luthera. Calvin, the hard-headed town
lawyer, recognized the change as an accomplished fact, which
be tried to reconcile with what seemed to him fundamentalin

. medieval Christianity. Luther, the peasant and mystie, saw

" rather the terrible abuses incident to the great change which

was taking place, and fought the economie innovations which
threatened the class and country be knew.

Men who deal with such vast forees, converging in certam
periods to produce transformations which nobody can foretell
always do a good deal which they donot intend. For exarm-
ple, the use of paper, & cheap and plentiful writing material,
had been spreading over western Europe for some two hun~
dred years. We haye been taught to think of it chiefly in
connection with the printing press, which it made praﬁtxgable
To some extent, this habit has blinded people to the i impor-_
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tance of the introduction of paper in commerciat and financial
transactions. Nobody suspected or could have suspected,
the force of propaganda and counter-propaganda unlocked by
.{the appearance of printing. This is one of the reasons why -
uther, loofcmg backward at village collectivism, incidentally
ave & grept impetus to the growth of nationalism and eco-
‘nomie individualism. Calvin, as sincerely opposed as Luther
‘to the medieval sin of covetousness, got his name attached
to a type of economic ethics of which a medieval thinker
would have regarded covetousness as themain characteristic.
Neither man had more than a glimmering notion of the means
human nature would eventually discover for making this new
fociety as humane and tolerable as we find it. If either could
hdve looked down four centuries to conditions just before the
begifining of factory legislation in the nineteenth, he might
have regarded his forebodings as justified.

Only the erudest beginnings of the stock company had been
made at the opening of modern times. Some of the finaneial
houses, such as the Fuggers, were quite rich, but they were

* larggly family concerns. There was capital enough to start
the great enterprises of oversea trade and exploration.. These
ventures were badly organized and financially unsafe at the
outset. It was during the course of the great moveinent

. which has been called the expansion of Europe that the dis-
" | tidetively modern type of capitalism appeared.

An outstanding eharacteristic of the new capitalism was to
be the use of readily negotiable ghares of stock which re-
presented the eapital in great enterprises. This was made

. necessary by théir size, and also by the permanency of the
investment. Once the trade with distant regions like the
East and West Indies became established, and its flow. fairly
regular, the capital required for gathering and digtributing

vmerchandise was quite large, and difficult or impossible to
assign to partigular voyages. With a joint-stock organiza—
-tion, more people could participate. A fre¢r negotiability of
the shaves tended to placé the coutinuity of organization above
the lives and fortunes of particular individuals or families.
. ¢ Y '

kN
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Controversies have raged for many years around the origins

* of modern capitalism. We cad minimize these by following

the thread of the evolution of business organization rather
than the more obscure, and for us less important, one of the
accumulation of the capital itself. Since it undoubitedly came
from various sources, no single explanation would suffice in
any case. lInternatlonal commerce, interest and_usury,

mining, and the revenues from landed estates all played their
foles. ' For our purpose, the main fact is that capital existed

‘&t the opening of the sixteenth century, in such forms and

quantities that the “adventurers” — largely self-made men
— could get their hands on it and apply it to the new oppor-
tunities.! There have been so many *commercial revolu®
tions,” and they have differed so much one from another,
that the expression itself is objectionable; but the fact re-
mains that the growth of commercial capitalism which ac-
companied the expansion of Europe during the first two
modern centuries changed the medieval economic order be-
yond all recognition.

"
MOTIVES OF OVERSEAS EXPANSION

Some four general reasons have been assigned for the ap~
pearance of the great age of discovery and colonization which
charscterized European society from the middle of the fif-
teenth century to the close of the eighteenth. In the fitst
place, there was the strong economie impulse to get more and
better contacts with the' sources of Eastern commodities.

- The growth of commerce had & cumulative influence in stimu~

lating demand, and thus increasing the desire for a bettep
source of supply. Besides the general motive of commercial
gain, there was a special incentive on the part of western
European cities to break down the Italian monopoly over the *
direct trade with the Near East. In the political field, there
were also strong incentives for overseas expansion. The
greater states of Kurope felt that their prestige at home would

1 See the “Note on the Rise of Modern Capltalusm" at the close Jf ths next
ehapwr (p. 337-341).
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b: enormously advanced by adding distant lands to their
European domains. There Was also the ever-pregent relig-
7 jous motive — a desire to convert the aborigines or pagans
who sat in darkness. Finally, we must not underestimate
¢ the set of psychological influences revolving about the ele-

- ment of curiosity and the spirit of adventure, which was able
to overpower the natural reluctance to risk one’s life in the
real hazards of navigation, as well ag the more horrible
imaginary dangers of voyages to uncharted regions.

. By the time these influences had become operative, certain
* improvements in nautical seience had made possible fairly
succesaful navigation out of sight of land. Most important
< Jf all these developments was the mariner’s compass. Sup-
plemented by crude instruments for reckoning position at
sea by.observation of sun, moon, and stars, the compass made
it possible for the mariner of 1500 to locate himself at sea
even after a number of days’ voyage from the coast. ‘The
absolutely indispensable instruments for deep-sea navigation
had appeared.

“  The common statement that overseas expansion was ren-
dered necessary by the capture of the Eastern trade routes
by the Turks has been disproved by Professor Lybyer. Sta~
tistics of European trade and prices in the fifteenth and six-

!tegnth centuries prove that the Turks did not in any impor~

& tant way interfere with the old trade routes. In fact, they

" made heroie efforts to arrest a decline which had already set
in, They did not occupy the southern route through Egypt
and the Red Sea until 1520, a generation after Columbus had
discovered America and Vasco da Gama had reached India
via the Cape of Good Hope. ~Fiirthermore, the earliest at-
tempts to establish overseas contacts with the East began
even before the eapture of Constantinople in 1453,

"~ Asusua), the real explanation is undoubtedly a composite
one. Improvepents in navigation and geographical know-
ledge gave the spirit of adventure, long-standing missionary
yearnings, and the desiré for new opportunities for profitable

‘trade & chance to express themselves. While the Turkish

L] - *
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.. expansion may not have seriougly cut down the volume of
trade between Asia and Europe, it must be remembered that
the European demand was increasing, that caravan traps-
portation meant high prices, and, finally, that the Italian

. monopoly was held largely responsible for those prices. The
period of discoveries and colonization is assoeiated with the
rise of the independence and prosperity of the states and
cities of the Atlantic seaboard in Europe, and the accompany-
ing decline of the commercial and economie importance of the
Italian peninsula and the Eastern Mediterranean.

GENERAYL, NATURE OF THE DISCOVERIES OVERSEAS®

The first important western European state to take anf
interest in overseas exploration was Pqrtugal. Under the
auspices of Prince.Henry the Navigator, the Portuguese
sailors began, before the middle of the fifteenth century; to
discover and explore the islands in the Atlantic lying off the
coast of Portugal as well as the northwestern coast of Africa.
A generation after this, Diaz, kirting along the western
coast of Africa, discovered the mouth of the Congo River,
and later the southern extension of the African continent,
around what we now call the Cape of Good Hope. Finally,
in 1498, Vasco da Gama at last achieved the century-old
aSpifation for a direct oversess route to India. In May gf
1498, he arrived at Calicut, after having sailed around the
Cape of Good Hope and across the Indian Ocean. Two
years later, Cabral discovered PBrazil and laid the founda-
tions of the great Portuguese Empire in the New World.

Even more important were the discoveries carried on under
the auspices of the Crown of Spain. A daring and persistent
< Italian, Christopher Columbus, received the support of the
Queen of Spain for his project, and in 1492 reached what he
supposed to be some outlying island of the East Indies. In
later voyages he not only discovered more islends, but also
touched the maintand of the western, continent. The Span-
inrds were lucky enough to find precious metals in Mexico
and Peru, but northern Europeans generally continued for

. Y L]
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A Y
generations to regard the North American continent as an ir-
ritating obstacle in the way'of a successful westward voyage
to the East Indies. Most of the navigable rivers, estuaries,
and bays along the Atlantic coast were entered by one or
more Eurcpean navigators in the hope that a voyage of a few
days would show them a passage to the coveted goal. The
most striking of the Spanish explorations was that of Magel-
lan, one of whose vessels completed the first circumnaviga-
tion of the globe in 1522, Though Magellan was killed in the
Philippines, some of hig sailors returned to Spain with the
first incontrovertible proof that the earth is round. Magel-
lan’sfeat was repeated (1577-80) by Sir Francis Drake, com-
‘mander of an English plundering expedition to the Pacific
which was cut off by the Spaniards and could not return by
the regular route.

Following on the heels of these Portuguese and Spanish
explorations were those initiated by the French, English, and
Duich, as a result of which the European knowledge of the
eastern coast of North and South America, the coast of
Africa and southern Asia, and the islands of the East Indies
was notably inereased. The explorations were, of course, -
but the antecedents of colonization. Each country made
extengive claims to regions which its navigators had touched
even superficially. In many cases, the real nature and ex-
tént of the lands involved remained practically unknown for
a century or more. The extreme breadth and vagueness of
some of these early elaims is perhaps best exemplified by the
famous division of the world between the Portuguese and the
Spanish by Pope Alexander VI in 1493,

About thig'same time, the Russians began to move over the
Ural Mountains into the great area of Siberia, the occupation
ofrmmaot completed until the close of the nineteenth
century, Likewise, they turned to the southeast and re-
newed an attempt begun five hundred years earlier to reach
the Mediterrancan. The Byzantine Greeks had chécked
them before. The renewed struggle with the Ottoman Turks,
successors of the Byzantines at the Straits, was destined to

* -
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]
last into the twentieth century, to involve every first-class
" power in the world, and to lehve Russia as far from the

<

coveted city of Constantinople ss ever. Russia was im- .
portant, but her territorial expansion, like that of the United
States, has been chiefly by land, a fact which gave her a
secondary place until the age of the great sea adventures had
passed.

THE RIVAL COMMERCIAL EMPIRES: PORTUGAL

The general history of Europe and the world from the mid-
dle of the fifteenth century to the close of the eighteenth can
best be organized about the story of the rise, ascendancy, and
decline of what Professor Cunningham has called “the rival
commercial Empires of western Europe.” The first of these
western European states to aspire to empire was the, little
seaboard country, Portugal. Vasco da Gama and his fellow
explorers gave the Portuguese the great advantage of priority
in the race for commercial supremacy. Portugal, with vast|~
possessions in the East Indies and South America, was far
shead of all her competitors; but the foundations upon which *

¢ this power rested were far too frail to support so pretentious

an edifice. The Portuguese were without experience in
colonial administration and had no trained body of colonial

. officials and administrators. Graft and corruption, private

profit and favoritism at the expense of national interests, add
a shorb-sxghted policy of frightfulness in dealing with' the
natives made needless and interminable trouble in the East
Indies and invited competition. Little attempt was made to
organize the sources of supply.

Equally great difficulties in selling the Oriental goods to
the European markets were dealt with in the same haphazard ,
way. Lisbon’sland connections with the rest of Europe were
poor. No Portuguese organization existed for distributing
the products, and no consistent effort was made to create one.
The result was that buyers came from northern Europe to

* Lisbon for the goods and carried them. off to enrich,old

markets such as the cities of the Low Countries. ‘This not
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onl\y ceut down the: possibilities of profit, but it also endan-
gered the monopoly. In tihe, the northern Europeans were
certain to sail pagt Lisbon snd attempt to tap the Eastern
?sources of supply. Portugal’s monopoly rested upon a mari-
: time suprémacy which ber population and resources were too
‘small to maintain. The customs of the time regarded as per-
fectly normal such depredations of commercial rivals as would
now be called piracy. Before long, the vital drain of the East
India trade began to be felt in the form of a shortage of
sailors. Peasants who were sent to sea bad to be replaced by
African slaves, and an actual decline of the Portuguese popu-
Jatiog set in. For over a half-century after 1580, Portugal
was under the Spanish Crown. During this period, Spain
greatly neglected opportunities in the East Indies in order to
become practically supreme in the New World. TheDatch,
who had just achieved their substantial independence, cap-
tured the leadership in the importation of spices from the
East.

. SPAIN e

‘When, in 4358, Philip II succeeded his father Chales I
(better known as Charles V of the Holy Roman Empire) as
King of Spain, there seemed every prospect that Spain would
remain what it then was, the most powerful of the modern
states. It was fortunately situated geographically with re-
spect to overseas expansion both in Africa and in America.
Sailors under Spanish auspices had taken an important part
in the discoveries, and Spain had marked out. vast claims.
At home, the country had been united, at least in name, by
the work of Philip’s ancestors, particularly Ferdinand and
Isabella. The kingdoms of which it was composed jeal.
ously clung to their ancient privileges, however, and any at-
tempt to create an adequate national system of taXation was
almost dertain to start a eivil war; but it seered likely that
real consolidation would in time take place.

In addition to Spain,Ehilipcontrolied the richest section
of northern Europe, the Netherlands; including what is to-
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day both Belgium and Holland. By ties'of history and fa.mily
* relationships, he was lhede the greatest political organiza-
tion of central Europe, the Holy Roman Empire. Further-
more, Spain had at thls time the most powerful navy pos-
sessed by any European state. By 1550 her revehues in gold
and silver from the New World had already surpassed the
total output of the old. The insistence of the Germans which
had led to the separation of the Empire from Spain on the
abdication of Charles V (Charles I of Spain) in 1556 had
really been a Godsend to the latter. During the Protestant
Revolt, which had come to a truce the previous year at Augs-
burg, the German lands had been a millstone around the
Spanish neck, drawing off forces and revenues which a newly
united country with great internal problems yet to solve
could ill afford to spare. In fact, Philip’s great-grandfather
Ferdinand had moved heaven and earth to prevent the
original union of Spain and the Empire.

Spain’s strength in 1556 was potentially very great, but
actually less than it appeared. An enormous work of eco-
nomic consolidation was necessary before this strength eould '
be safely exerted. Charles’s wars with the Turks, the French,
and the Protestants had been expensive. Ferdinand’s ex-
pulsion of the Jews in 1492 had left Spain without experienced
financiers, and the increasing persecution of the Moors was
destraying the most important industrial class. They ware
not finally expelled until 1609, but Philip ejected them from
the prosperous yegions and made them worse than useless to
the State. ~ Aragon was poor and rebellious, and had to be
subdued by a Castilian army in 1591. Portugal was brought
under the Spanish Crown in 1580, but never yielded revenues,
military strength, or affection. The first serious attempt
really to unite the countries led to a successful Portuguese re-
volt in 1640.

Three important sources of revenue remainedt Castile,
the Americas, and the Netherlands. Castile needed long and

“patient economic reconstruction to teplace the contributions
of Jews and Moors: Moreover, it had never been organized

N et
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a8 tl‘le center of a commercial empire. Most of the treasure
from America enriched privhte individuals rather than the -
royal treasury. Quite the opposite of his father, Philip had
grown up in Spain, considered himself & Spaniard, and was
unpopular in the Netherlands. The zeal of his religious per-
secutions was at least understandable in racially conglomerate
Spain, but the application of the Spanish Inquisition to the
urbanized Low Countries was the last straw to a proud com-
mercial people already exasperated by heavy taxes and
clumsy foreign rule. The local nobles and burghers took the
name of “beggara’” from a foolish remark of one of the ad-
visers,to the Regent (Philip’s half-sister), when a group of
them came to court in 1566 with a serious petition. This be-
eame the catchword of national sentiment, and people in the
cities put on as insignia tiny replicas of the beggar’s wallet
and bowl. The movement, at first national and economie,
got out of control. Mobs of Protestants began smashing re-
ligious relics, invading monasteries, and persecuting zealous
Catholics. Philip sent the Duke of Alva with an army to re-
store order and punish heresy. )
Spain’s economic difficulties now began in earnest. Alva’s
activities in the southern Netherlands, the highly industrial
ized part, ruined the prosperity of the region and drove
thousands of refugees abroad. His heavy and ill-advised
takes were as bad as his persecutions. Revenues fell off and
it was necessary to increase taxes in Castile. The Govern-
ment at home was corrupted by the general introduction of
half-annates — officials surrendering one balf of the first
year’s salary. Titles wete sold, s well as taxed in transmis-
sion from father to son. The coinage was debaged. The
Church was muleted of enormous sums (over $6,000,000
annually after 1561), ostensibly to equip galleys for fighting
the Turks. - Many people bought their way into the tax-
exempted cla,ss of hidalgos, and important government reve-
nues were petma.nently alienated for ready cash. Passing
over_the alcabala or sdles tax, which drove innumerable
werchants out of business, the stamp taxes, the confiscations

‘ [
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for supposed offenses against religion, ‘and some amusmg

. sources of income such as selliflg legitimacy to people born

\

out of wedlock, we come to the limosna al rey, or *“alms for
the king,” which suggests the desperate straits of the Govern-
ment. A house-to-house canvass was made by g¥ntlemen of
the court, accomparged in each case by a parish priest and a
friar, and each citizen was asked to give what he could spare!
The rapid rise of prices in Spain put the country in a position

‘faintly analogous to that of a gold-mining camp, where the

precious dust is no more easily got than spent.

By 1560 Spain owed Flemish, Italian, and German bankers
about $100,000,000. The current rates of interest were from(
15 to 30 per cent, and much of this debt drew even more thad)
the latter rate, due to the fact that it had not been paid when\
due. Finally, Philip IT was unable to meet his interest, and
the Italian bankers cut off his credit, the Genoese relenting
when he assigned to them certain specific revenues of the
Spanish State. The armies were chronically unpaid, and
often in revolt, leading to such untoward events as the sack
of Antwerp, Maestricht, Ghent, and other cities in 1574.
Philip’s unwise financial practices played into the hands of(
the Duteh. Frankfort, Genos, and other places at first’
profited by the fall of Antwerp. The Genos fairs declined’
after about a Half-century, and Frankfort gradually fell under
the domination of Amsterdam. This city eventually fell héir
to much of the old financial greatness of Flanders — Antwerp
in particular.

Not only the system of taxation, but the general economid
policy of the Spanish Government as well, tended to dry up
the sources of wealth. Philip’s various wars drew off large
numbers of sailors and injured the fishing industry. The
seven million sheep of the Mesta or privileged gild* of wool
growers fed foreign mills for the most part — all Spain- did
not produce gs much woolen cloth as the single city of Bruges.

1 This iation of wool prod was really a trade gild, as Dr, Julius
Klein has clearly shown in his grea work, 'ﬂw Mesta, The fact that the
product in which monopoly was aoughc waa of country origin tmust 6t be
allowed to suggest anything

. - .
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iAfter the expulsion of several hundred thousands of Moriscos,

[ Spain was not even self-stipporting agriculturally. The *

privileges accorded the Mestz prevented the extension and
intensification of agriculture. Laws were even passed com~
pelling the'testoration to grazing of lands which had formerly
been used for that purpose. Laho%)%ng ,_scarce, wages
reached such levels that great numbers of French agricultural
laborers drifted in. This purely temporary immigration did
not greatly help the situation in the regions, such as Granada,
where the need was for intensive agriculture. Spain’s back-
wardness in tadustey led to s great influx of French #ftisans
also, , Like the laborers, these failed to take root, working to
siccumulate money and return home. Descriptions of gilds
and fairs in Spain at this time remind us very much of north-
ern France at a far earlier period.

Spain of the sixteenth century, a grazing country with in-

| sufficient agriculture, lagging industries and & population of

-

some seven millions which was increasing very slowly, did not
have the financial and industrial organization to serve as the
nucleus of a great permanent empire. Numbers were want-
ing to found colonies and to man fleets and armies for defend-
ing them on 8o vast a scale. During the seventeenth century,
population fell off and, like that of Portugal earlier, the whole
Spatish social fabrie began to show signs of disintegration.

Not a few contemporary writers and statesmen saw the:

difficulties, but it was physically and morally impossible to
solve them with the means at hand. Such fortunes as were
quickly amassed in the colonies made the slower and more
permanent labots needed in the home country seem all the
more irksome. The lure of a military career drew a great
many, and used them up, Manual labor was in disrepute,
due to feudal traditions, to the enormotsly 1ot history of
slavery in Spain-from Roman times, and to the mixture of
races and rehgxons. Tens of thousands turned vagabond,
and other tens of thousands went into religious orders.
Meraantilism, which nvolved state eontrol of all forms of
industFidl dhd commercial life, was developed to a far highet
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and more absurd degree in Spain thaw in other European
. states. Partly as a result of a feneral theory that the State
should rigorously control economic life and maintain the
largest possible balance in treasure, partially due to the
necessity of protection from English and other"privateers,
Spanish commerce was most thoroughly controlled and
closely watched by the mother country, Merchants were
not allowed to sail whenever they pleased, but were compelled
to send their ships with a great fleet which left Spain for
America or the American colonies for Spain at stated inter-
vals. Insome cases the voyages were separated by a year, or
. even more. Though this system was later somewhat modi-
fied, and the trade which it envisaged was supplemented by
‘much smuggling, the total amount of commerce between
$Spain and the New World remained quite inadequate, »
Thg@ammamhantrhampered by such a system of regu-p”
latlons, could achieve little in competition with the relativel;
free and daring merchant of the Netherlands or England
Too much stress was laid upon the mining of precious meta.ls%
and too little upon the development of & healthy economie lifet »
in the colonies. These were forbidden to produce many such
commodities as wine, which might compete with Spanish
goods, but which Spain was unable to furnish in the quantities
demanded. The Spanish, like their French cousins and co~
religionists, practiced more social and racial admixture with
the natives than did the English and Dutch in Ameriea, yet
this assimilation did not prevent them from exploiting the
native population.
' Spain came into sharper collision with England over the
Americas than with any other one power. The destructlon
of the Spanish Armada by the sailors of Flizabeth in 1588 is
sometimes Taken as the crucial event in the decline of Spanish’
prestige in Europe. Under the tutela.ge of the Continental
which wes not yet too old, complicated, or Gnadaptable to
. changing conditions. MMsh were & fairly united ,peo-'t
ple as to language and ciistoms without the necessity of any i
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such purging operations ag ro!obe'd Spain of valuable economic
elements. Moreover, England’s position next to both the
Atlantic Ocean and the seas and river mouths of north-
western Europe gave hw&mmgyanmge which told
more and nlore heavily a8 ocean navigation developed.

Too little attention has b&ér paid to the geographical dis-
unity of the Iberian peninsula and to its relative poverty in
natural resources as factors in its slow economic development.
The difficulty of establishing interior lines of communication
hampered the growth of national industry, the Mediterranean
ports are cut off by near-by mountain ranges, and the Atlan*
tic seaboard cities are too far from the great markets of
Hurope. England’s isolation and comparative freedom from -
attack were Important, particularly during the period when
she Wwas practically self-sufficing economically. On the other
hand, Spain’s too-rapid enrichment through American pre-
cious metals made her peculiarly vulnerable, especially since
other nations displayed more ingenuity in developing navies
at a time when great innovations were taking place. Many

* of the phenomena of actual inflation occurred in Europe
through the-swift-increase in the fioney metals themselves,
and were naturally mare manifest in Spain than elsewhere.

The Spanisff Government i8 not to be criticized on moral
grounds for a policy of colonial exploitation which was quite
gfhersl at the time. Ti'is the economic unwisdom of the
system, in the light of results not fully visible then, which
lcommands attention. The Spanish colonies, hampered by
regulations and inadequately served by the fleets from the

. other country,‘established an immense, mutually profitable
smuggling trade with the commercial peoples of noxthwestern
Europe. .

Bince it is so frequently mentioned and so seldom described,
a brief glance at the Spanish colonial trade organization might
be profitable. , At the head was the Casa de contratacion,
created in 1502, with its headquarters in Séville, but moved
to Cadis in 1517, Tts activities were a strange mixture of
the commercial and the political, though the former were
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supposed to predominate. ‘Wés, the averia and the
almojarifazgo, were imposed upon cargoes both outward from
Spam and homeward from the colonies. The captains-general
in the colonied enjoyed a jurisdiction which some neglected
and othersabused. As in Spain herself, the Chufch exercised
vast powers in the colonies, held much land, and spent large
sums in the rearing of great buildings in the midst of an ap-
palling general poverty. Latin-American historians, them-
selves perfectly loyal Roman Catholics, have accused the
religious orders of those days of fostering a willful ignorance
‘which was fatal to economic development, hoping to prevent
the spread of heresy.

Nathing escaped regulation..to: develop na.tura.lly in thls
pew and strange world; yet this control was split up among
conflicting and overlapping authorities. From Floritla or
California through the entire tropical belt to Cape Horn,
every variety of condition had to be met. - Any bureaucratic \
system, striving for something like uniformity of administra- |
tion and policy, would have been bad, and this one was not
even the least of evils. Some of the Spanish territories in the *
New World were already fairly densely populated. Others
possessed climatic and soil conditions which invited the im-
portation of slaves. These added the diseases and some of
the customs d&f Africa to what would have been a medley of
discords in any case. The Spaniards were not severe with
their slaves, in comparison, for example, with the French.
Many were liberated in Spanish Santo Domingo, and the re«
mainder practically lost their African religion and customs,
whereas in French Saint-Domingue (now "Haiti) there are
copious vestiges of Africanism to this day. Santo Domingo ’
was exceptional, as a colony which did not pay, but any
general charge that the Spaniards neglected what they con-
sidered to be their duty toward more primitive peoples would
be unfounded.

Every coloniaP system must have a good deal of flexibility
in it somewhere, to meet varying ¢onditions. The British
hit upon a considerable degree of autonomy — largely by
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sccident. Franee’s possesséoné were less extensive than
Spain’s, and less manageable than those of Great Britain, in
the latter case largely because of the climates, the proportion
of natives, and of inferior accessibility in thé particular in-
stance of the North American mainland. French industry
,was better developed than Spanish, the resources of the home
iland were greater, and the country was more fortunately
isituated relatively to the markets of northern Europe. For
these and other reasons, the French colonial administration
was better organized, and far better manned, than the Span-
ish, though very little if any less bureaucratic. The Spanish
system, as it appears on paper, could not possibly have
worked, but it gained a flexibility largely by being tempered,
if not honeycombed, with corruption.

Précious metals were, in theory, reserved for the Spanish
,Crown. In fact, the Government was defrauded of a large
part of this revenue. This was true also of the heavy taxes
which the Casa de contratacién was supposed to collect, keep-
ing elaborate accounts of all cargoes. The temptation to

" officials not to enter items proved too great, and as early as
1660, the taxes were replaced by a fixed payment (790,000
ducats).

Ordinarily, the galleons went from Cadiz to Cartagena
(13'9w in Colombia), stayed about four months, and then pro~
ceeded to Porto Bello, on the Isthmus of Panama, to dis-
charge and receive the cargoes to and from Peru, far down the
West coast of South America. After about two months, they
proceeded to Havana by way of Cartagena. The trip to
Vera Cruz, in Mexico, was made either from Havana or direct
from Cadiz, When there was any danger, which was the
usual thing, the Spaniards tried to have very powerful con
voys from Havana to Cadiz, ss the return cargo was ex-
tremely valuable, ,

Foreign integlopers - English, French, Dutch, and Genoese
especially — broke into this supposedly cloged circle of trade
at almost every point. * They® carried merchandise to and
from one Spanish colony to another, which was forbidden,

p . .
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and also, to some extent, to and from'their home ports.

“*Treasure ships and fleets of metchant ships were attacked
and pillaged, in time of peace. One of the most important

- leaks was the eqrruption of Spanish officials at Cadiz, allowing
merchandise from northwestern Europe to go to the Spanish
colonies without paying the heavy dues. Professor Sée*®
cites a memoir of 1691 which estimates that more than ninety
per cent of the merchandise shipped from Cadiz at that time
was of French, English, Dutch, Genoese, and Flemish origin,
passed under Spanish names or through Spanish commis-
sioners,

The above date (1691) is, of course, more than a century
beyond the greatest effort of Spain to subdue the Dutch and®
crush the English. Queen Elizabeth had more or less openly
aided King Philip’s revolting Dutch Protestant subjects.
English privateers practiced what would now be classed as
piracy upon Spanish merchant fleets and trading stations
If an excuse was deemed necessary, Philip’s eminence as a
royal supporter of the hated Roman Church was called to
mind. . »

When the English and Dutch practically closed the Chan-y#
nel to Spanish ships, thus blocking the only practicable route
to the Netherlands, Philip collected a grand fleet, the
mada, to break™through. His plan was to establish connec-
tions with the army in Flanders and then to launch a gres¥ -
naval and military attack against England. 'I’_l;g_ex,pgdicion .
of 1588 failed disastrously because of poor strategy, unfavor-
able weather, and the grester speed and range of thé English
fleet. Instead of crushing the English navy and overturning,
the Government, the expgdition reduced Spain 10 . second-
class sea power, laid her colonies and commerce open to
greater depredations than ever, and practically assured the
success of the Dutch struggle for independence. Leadership
in ocean commerce, backed by the power of fleets and imagi-

+

a »
¥ Loz Origines du Capitalisme Moderne, p. 5% The best single source for
Spanish colonial trade is probably Clarence Haring: Trade and Navigation
between Spain and the Indios in the tims of the Hapsburgs.
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native economic organization at home, gradusally passed to
the English and Dutch. The southern part of the Nether- -
lands, which remained in Spanish hands, was largely ruined
in the struggle, and France was relatively strengthened by
the mj Spain. The long age of southern European
economic leadership was drawing to a close.

THE DUTCH

The withdrawal of the hexring industry from the Baltic
into the North Sea was a blow to the Hanseatic League, but
it helped lay the foundations of Dutch commercial greatness.
In this industry, the Dutch and English were fated to be
‘rivals because of geographical position. While less dramaticl
and romantic in appeal than the struggles between the trad-
ing companies, the North Sea fisheries remained one of the
chief bones of contention between the two nations until the
issue at arms was finally joined in Cromwell’'s time. The
inevitable relationship between North Sea fishing and Baltie
trade is seen in the history of both of these successors to the
German Hansards.

During most of the seventeenth century, the Dutch were: -
the compercial leaders. Though they had strong rivals,
especially at the 6pening and the close of this century, we,
must avoid making their rise and decline too dramatie. A :
fiumber of cities in the Protestant Netherlands had been im-
portant earlier, though overshadowed by those of Flanders, |
The northern or Dutch part profited enormously by the
Spanish ravages of the southern in the reign of Philip II. Not,
\;nly artisans, but merchants and bankers as well, emigrateds -

rom Antwerp and Bruges to Amsterdam snd JRotterdam,
earrying the business with them. By 1625 the last two were
among the leading commereial cities of Europe, which had
been far from the case a half-century earlier. In still another
twenty-five years they had surpassed all their rivals, .

Viewed historically, therefore, the Dutoh first attract our
attgntion as traders irf the North, Baltic and White Seas,
and, as noted above, in the réle of interlopers in Spanish

i
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colonial trade. 'The Thirty Years’ War (1618-48) ruined the
" German Hanseatic cities and thus played into the hands of
their rivals. English competition for the Baltic commerce
might have been much more severe but for the diffjculties of
the first two Stuarts with their Parlxaments, which were al-
ways niggardly with ““ship money.” Cromwell’s first naviga~!
tion Act of 1651, which led to the actual conflict, was really
a firm and dextrous application of the commercial-naval
policy of Charles I. What a king had failed to do, and the
great Civil War had again postponed the dictator was able
to carry out.

In addition to the rivalry in the North and Baltic Seas and
in Russm,, both the Dutch and the English had active trading
ventures in the Levant. Finally, the better-known struggl les
in the East Indies and in America grew steadily in nnportance l
The Dutch East India venture began in 1§02 in six semi-inde-
pendent groups representing as many cities, with a loose and
somewhat vague general administration to join them. Not
until 1652 were they organized into a smgle company”
worthy of the name — the reason for this union being that
competition between them had been disastrously effecting
prices. Amsterdam furnished half the capital and one third
of the directors of the new East India Company. The most
important plantations were in Java, Macassar, TematezJ

Amboyna, and Ceylon. The struggle for the mainland o!
India finally narrowed down to Engla.nd and Fra.nce, but the
- Dutch werg too solidly in possession of the spice trade of thei
1sla.nds to be uprooted. In our age of world tra.de, steam
étransport, and refrigeration, the importance of their virtual
monopoly of the one product, pepper, is very difficult to ap-
precmte ngland, the chief rival, gave up the competition
in the mla.n "before the end of the seventeenth century.
Other than econornic reasons figured in this. The two

. countries were allies against the French, stood,more or less
together as Protestants, and even had their crowns united
for a time after the flight of Jatnes IT from Engla.nd in 1688.

Only after decades of unsatisfactory sttemptsto finance voy-



280 ECONOMIC HISTORY OF EUROPE

ages separately did a real jqint-stock enterprise emerge, with
pooled capital, continuous corporate directorship, and ade-'
quate permanent facilities for handling the trade at both ends.
i he Dutch East India Company was in many ways the model
of thelarge number of privileged trading companiesestablished
by other countries during the seventeenth and eighteenth
centuries. It bad both shares of stock and what we should
call bonds, or guaranteed obligations, these latter paying 3%
per cent interest. Stock dividends, like the market price of
the stock shares, varied enormously. The yield sometimes
reached 25 per cent, and 15 per cent was not unusual. Spec-
ulation in the shares was rife, false news was skillfully manu-
“factured and sprung upon the exchange to force the price up
and down, and men dealt in what we would call futures, -~
agréeing to take or deliver certain amounts at future times,
without the slightest need of handling any actual stock what~
ever. As a general thing, only those with a certain amount
of ability and knowledge survived at this intricate game.
Thus speculation tended to stabilize rather than unsettle the
pri¢e, and whole years went by without & variation of more
than 2 per cent in the value, By the end of the seventeenth
century, the original investment of 600,000 florins had in-
creased a little over ten times in market value. The organi-
gation of the Company was not unlike that of a state. It had

s Directors, its Asserobly of Seventeen, and its General of
the Indies to carry on the work vn the ground, besides a
erowd of well-paid officers and functionaries, who often mis-
appropriated its funds in spite of their fat pay envelopes.

. ThgBank of ‘Amsterdam, founded in 1608, was not a bank
of issue. Neither was it, strictly speakmg, & cresdit institu~
tion, elthough it loaned much money to the East India
Company, and some also to’ the city of Amsterdam. Se
important did it become as a bank of deposit, however, that
a merchant was practically obliged to have an account there,
and to make and receive his payments by iransfers of depos-
itsy in order to enjoy fitst-rate eredit. “Bank money” com-
manded a premium over coin, The premium was partly
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naturel, for much of the coinage was llght weight, and partly
artificial, for it depended upon the price (in “bank money’’)
at which the bank would buy and sell coin. Instead of
handing checks to the payee to collect, the dmwer, if a
private person, was obliged to go to the bank 'himself, or
send an accredited agent to have the transfer made. The
bank dealt in foreign bills of exchange, and handled the pay-
ments of the East India Company. After the middle of the
seventeenth century the bank made loans, notably to the
East India Company and later to the city of Amsterdam.
These loans were secret, and ultimately led to the bank’s un-
doing. This bank was by far the most important which had
existed thus far in the world. It was thoroughly interknif!.
with the maritime commerce of Holland. There appe:
eventually, in connection with the system of which it waé th
center, most of the charactéeristic phenomena of modern v
capitalism: stock companies, stock speculation, dealing in
futures, and the purchase and sale of commodities by stand-
ardized samples without the necessity of seeing the actual
goods.

The Dutch West Indxa. Company likewise began with a
number of disconnected ventures. Sir Henry Hudson was
sent out by oneof themin1609. The New Netherlands Com-
pany was chartered in 1615, particularly to monopolize the
fur trade of the New World as against all other Dutchmen.
Those groups operating west of the Cape of Good Hope
were fused into the West India Company in 1621, It wasted
a good deal of energy in futile attempts to conquer Brazil and
various Spanish possessions in South America, but it held a»
section of Guiana, and the island of Curagao furnished a mar-
velous base for the contraband trade with Spanish America.

Holland’s chief asset was her geographical position. A
curious series of historical accidents undoubtedly aided her
in making the most of this. As already noted,, English com-
petition was heldback for nearly a half—century at the most
eritical time by quarrels between the'early Stuart Kings snd
their Parliaments, Louis XIV of France was unable to con-
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quer the Free Netherlands inya series of wars after 1667. This

was partially due to the naval and commercial strength of the

Dutch, even after a decade of English assaults upon Dutch
trade and,the taking of some colonies, of which the New
Netherla.n(fs (New York) was the most important. The
long-continued commercial greatness of the Dutch after the
attacks, one following upon the other, by two powers each
possessing much greater natural resources is partially ex-
plained by the rivalry of the aspirants with each other. Eng-

- land could ot afford, either as a Protestant eountry or as a
trading country, to allow a complete conquest by France.
Morevver, France was also in trouble with Spain, and the
| Bpaniards were glad to strike a blow at the French by throw-
‘ing a highly lucrative trade to the Dutch. Before the end of
the dentury, the titanic struggle between France and England
was on. It was destined to last, with brief intermissions,
until 1763. Besides being the allies of the English in the
early stages, the Dutch were left to pursue their commerce
‘mote or less tranquﬂly until the end — sometimes actually
' lproﬁtmg by wars in which they were neutrals. Their pre-

eminence in the grain trade to southern Europe was one of
the strongest pillars of their economic structure.
! Dutch commerce continued to prosper, and even to grow in
yolume, until about 1730, after which it remained practically
i statlonary While no absolute decline occurred, the rapid
‘increase in England’s trade put her decidedly in the lead by
1750, If we remember that the economic decline of the
Netherlands was merely relative, mueh of the mystery which
das been woven around it disappears. The population of
these two countries did not differ greatly in numbers during
the seventeenth century. More than helf of the Dutch
jpeople lived in towns, probably less than & quarter of the
.English, This means exactly what it seems to: that the
1 Dutch Nethedands were in advance of England in economic
‘organization. It also means, however, that the Dutch popu-
latiofi Was much nearer its maximum. England alone, with-
out counting the rest of the British Isles, has four times the
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area of the Netherlands, and js vastly richer in natural
resources.

Moreover, the insular poaltlon of England spared her much
military expense and gave her a security from i invasion and a\
fréedom ‘of development not possessed by any Continental
country. This is particularly true of the Netherlands, in an
exposed position by both land and sea. Taken alone, the d
pendence of the Dutch upon sea communications was a we:
ness. In the case of England, this was more than compen~
sated for in the days when she was self-sufficing by the ab-
sence of dangerous land frontiers. Finally, the want of a+
unified policy, either political or economie, in what amountedf
pra,ctxcally to & loose union of city-states, placed the Dutel?
at a serious dxsa.&'vantage in the three-cornered contest with
England and France. Much of this goes back to the funda~
mental factor of the lack of natural resources at home. The
Dutch owe their contmued and éven revived, economie im-
portance to-day to the profitable remnant of their colonialy”
empire, fo their hlghly developed dairying. industry, to the
growth of their carrying trade in the nineteenth century,and
to & few important manufacturers who are able to maintain
themselves in spite of dependence upon foreign raw materials,

A real attempt was made by the Netherlands to build up
‘industries to match the growth of commerce. 'This was aided
by the immigration of persecuted Huguenot capitalists and
artisans from France. That it did not succeed any better is
undoubtedly due largely to relafive poverty in natural re-
sources. In other words, the charge that the Dutch were too
purely commercial in their cepitalism to® keep up with,
countries which industrialized themselves more rapidly may
be true, but this does not mean that the situation arose from
their short-sightedness. It is easy to eriticize their economie
organization. Chartered companies were given too much’
power by & loose home government inclined to ghirk the task
of establishing shtisfactory political connections with the
colonies. Thus government was subdrdinated unduly to ego~ -
nomics, andtha-evlénists had little feeling of loyalty or re-
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sponsibility toward a state in whose policies they shared
hardly at all. The result was reflected in the alacrity with'
which the Dutch at New Amsterdam surrendered to the
British fleet, the paid governor and staff standing practically
alone in their loyalty.
! The Dutch East India, .Company grew more and more
;corrupt and Unprogressive, actually borrowing money at last
in order to hide its bankruptey. Itslast dividend was paid in
1782, and when it was dissolved in 1798 it was found to be
- over fifty million dollars in debt. During the half-century
following the Napoleonic wars, Great Britain gave back all
the Dutch possessions captured while that great struggle was
‘going on, with the exception of Ceylon and Cape Colony.
The East India trade and plantation system was carefully re-
. bonstructed during the nineteenth century, first as a govern~
‘ment-controlled monopoly and later with more freedom of
wrivate enterprise.
'Other Teutonic peoples of the Continent lagged far behind
/the Dutch in the race for overseas dominion, Had the Great
” Hlector (1640-88) been followed by a line of successors with a
vision equal to his own, Prussia might have developed con-~
siderable importance as a colonizing and commercial power
some two hundred years before the awakening under Bis-
marck and William II. The Great Elector estaBlished a -
Fmall colony on the Cuinea coast of Africa, and laid the
foundations for a German navy. His suecessors, however,
sold his colony to the Dutch in 1720 and did little in the way
of increasing thg Prussian fleet. . .

THE STRUGGLES OF ENGLAND AND FRANGE

oThough the eventual mscendancy of England over the
Dutch seems to us pretty definitely assured by the time of the

- Stuart Restoration in 1660, it was by no means so certain
that she would triumph over all contestanta for overseas do-
minion and commercial supremacy. To uiodern eyes, Eng-
/land, with her vast colonial efapire, is likely to appear a far
- stronger power than France, but the situation in the middle of
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the seventeenth century was practically thé reverse. Francé).
was g wealthy, powerful and welfl-centralized state, with a
population of some fifteen millions, while England was a
small country, with six or seven millions. The explanationt
of the fact that after s hundred years of struggle Enpland was
able thoroughly to defeat France in the race for colonial em-
pire must be found on other grounds than a comparison of
apparent strength and material resources at the beginning.
Even the trained observer might very well have classed
France above England in industrial development, on the
basis of what he could see. Peter the Great of Russia, who
visited western Europe at the close of that century, made no
such mistake, but Peter was no ordinary student. English «
political institutions turned out to be better suited to a pro-
gram of expansion, and the type of colonial administration
which she developed in the areas overseas proved more vital
and adaptable. More obscure but probably quite as much
to the point is the fact that her social development and con-,
dition at the time provided a surplus of farmers and artisans -
willing to move permanently with their families to & strange -
but promising land.

Earlier than any other major European state England had -
broken away from the medieval economic and political system,
The Wars of the Roses practically finished feudalism, and a
strong national monarchy appeared as early as 1485, wher™
Henry VII founded the Tudor line. The economic and socia.h(
foundations of the feudsl order were already pretty thor-.
oughly disintegrated. Manorialism had been undermine
by the rise of the towns, the growth of the wool trade, thq
various effects of the Black Death, and the rise of the Eng:
lish corn market. The way had thus been prepared for the‘
free peasantry and the aAge of yeomanry that was to last)
until the great penod of enclosures following 1740. .During
the Hundred Years' War many Flemish weavers had come

-to England and Ed the foundations of a great woolen in-
dustry. From that time on, England had been a Qowerful
competitor of the Continent in the cloth business.
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" 'The English gild system had become so weakened by the/
fifteenth and Fixteenth cehturies that it could put up littlef
opposition to the new industrial developments, and a dxf«]
ferent system of organization appeared in certain industries.
Thig is Khown as the “domestic” or “putting-out’ system,-
This new type of industrial 6rder involved the intervention
of & capitalist or organizer between craftsman and consumer
— a man who owned the raw materials, and often the tools,
hired the workman for wages and made his living by market~
ing the goods at a profit. This new system, plus the growth

pof the weaving industry and the greatly increased develop-
ment of sheep-raising, combined to make the period of the

{ fifteenth and sixteenth centuries in England a sort of earlier
“industrial revolution” (under eommercial leadership), to
which England owes the beginning of ber present supremacy
in textiles. In the latter part of the sixteenth century,
English commercial and maritime enterprise was still further
developed. A result of the growth of English privateering-

! was that it stimulated individual enterprise and also enriched

« ¢ the privateers and the royal Treasury.

In addition to her commercial and indugtrial development,
England’s policy with respect to Continentsl warfare was
one from which she profited as compared with France, Spain,
or the Holy Roman Empire. After the Hundred Years'

“War, England relied mainly on diplomacy and financial aids
and participated little directly in the wars on the Continent,
thus saving resources in men and money which were lavishly
wasted by her competitors. Thes the Continental powers
did not do likewise is of course no moral stigma upon them.
« It was Epgland’s. fortunate geographical isolation which
enabled her to fight or stand aloof at will, to specialize eco-
nomically and yet be reasorably free from the menace of a

4 large industrial population likely to be suddenly shorn of its
ools or markets. Moreover, the future proved to be with
[:he nation which eould put & la.rge volume of staple goods
Qn the market at s small margin of profit on each article.
This program presupposes an enormous amount of tools, &
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wide distribution of such skill as is required, and long periods
-. of relative peace and stability if which to accumulate both.

While Frange appeared for the moment to be far stronger
than England, her political and industrial situation was b,
no means as promising for the future. The feurtal system|
- retained its bold upon France politically until the middle of
the seventeenth century, when it capitulated to the assaults
of Richelieu and Mazarin, Even after this period it retained
many of its economic and social aspects until the French
ng_qlg%gn Furthermore, the economic system of gilds and
monopolies still prevailed in France though the character of
the monopolies was changed through the ereation of some
and the fostering of others by the State. There was nothin
like the same degree of freedom for the individual manug]
facturer and merchant that prevailed in England dunng.thm
period.
. France devoted a great deal of hex,gnergy to dynastic and *

terriforial.quareels. Often in spite of the best advice of -
ministers, the Bourbon monarchs, bent upon humbling the
rival Hapsburgs of central Europe, refused to devote them-
selves consistently to the problem of improving the economie
life and colonial system of France. The military-minded .
social order, the traditions of “grand monarchy” and the
presence of a fabulously luxurious court at the very heart of
the national Life tended to turn French industrial geniuvee
unduly toward luxury goods. Whatever theif artistic merit,
these were not calculated to bind the country economically
to eruder lands across the oceans.

In their policies overseas, the English showed a correspond-
ing superiority in program and achievements. In part due’
to the fact that the French discoveries in North America
were at first practically confined to the region of the St.
Lawrence, the Great Lakes, and the Mississippi, France was
able essily to penetrate into the heart of the continent and to
take up great claims, Being either unwilling or unable to
send large numbers of Frenchmen inte the New World, it was
inevitable that the system of colonization should be the
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extensive occupation of & large region by a small and scat-
tered population. By the $niddle of the eighteenth century .-
it is estimated that there were not over 90, 000 Frenchmen in
the vast area of Canada, the Great Lakes, and the upper
Migsissippi Valley.

By means of a series of fortified posts, the French were
able to maintain a semblance of control over the heart of the
North American continent, The typical French settler of
the North American mainland was either a soldier or a
trapper. In the West Indies he was a planter, or an artisan
or merchant in one of the few towns, surrounded by a horde
of black slaves. There was little possibility under such cir- -
scumstances of building up a real New France, a permanent

d well-solidified society. Finally, the French failed to
show the wisdom of England in allowing their eolonists s
relatively large degree of autonomy and self-government.
Aside from the loss of incentive and enterprise involved, the
wisest ministers in far-off France could not visualize the
myriad of practical problems which demanded solution in
the-strange environment of the New World.

In the long run, the great mountain barrier of the Appa~
lachians proved a fortunate thing for the English settlers.
It prevented their spread too rapidly into the West, and
forced them to concentrate upon the narrow coastal plain of

whe Atlantic, The restricted aize of this ares, and conditions
at home which caused a large migration to the New World,
resulted in & chain of fairly compact, well-organized English

colonies, These had a population, of about 1,500,000 by the
mlddle of thereighteenth century. The French colonies
' sould boast of no such numbers, cohesion, or permanency of
organization. Furthermore, England began — particularly
after the Revolution of 1688 — to work out an elaborate and -
fairly wisely conceived system of colonial administration,
rwhich for a time succeeded in effecting a remarkable com~
promise between the principles of local self-government and
xmpenal supervision. Again, the commercial policies of the
two states. reflected credit upon the superior wisdom of the
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English. French mercantilism, somewhat like that of Spain,
-+ was of a more thoroughgoing anfl restrictive sort, tending to
repress rather than stimulate commercial enterprise. Though
at many points the English regulations were no milder on
paper than those of France, they were enforced® very im-
perfectly down to 1763, As a matter of fact, the commerce
of both mother country and colonies probably was advanced
rather than retarded by the English mercantile system. Fin-{.
ally, of all the European states at the time, England was
most successful in working out a happy balance between
territorial expansion and commercial gain. This tended to
give her a twofold supremacy in both the political and,com-
mercisal realms. v
It was more or less evident that when the great struggle
gshould come between England and France, the supsrior
pational strength of France would have to reckon with the
more flexible commercial and colonial system of England,
After a series of indecisive conflicts, from the close of the
seventeenth century, the final struggle broke out in 1756.
France remained true to the weaknesses of her earlier
policy. She devoted far more attention to strengthening her
forces which were fighting in Europe than she did to adequate
support for her generals and admirals in India and America.
Neither France nor England had sent any great number of
colonists to India. Dupleix for France and Clive for Engw
land played the military game in Hindustan with great
" ability and slender resources, using largely native Spahis or
“gepoys” for soldiery. Of the two, Clive got more material
support from his Government at home, and it was the
English who remained in possession at the end. England®
kept aloof from the Continental conflict, with the exception
of sending money and supplies to aid the enemies of France.
- She concentrated her attention upon the East Indies and
the New World and, with the aid of very effective colonial\
troops, was able completely to break the French power.
As a result of the Treaty of 1763, France surrendered practi
. cally all of her overseas possesswns to Great Britain and,
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88 8 colonial empite, gank into a third-rate position, from
which she has emerged only since the founding of the Third
Republic after 1871,

The effort to dislodge the French from the West Indies
failed. Their colony of Saint-Domingue (now the Republic
of Haiti) was the one great world source of sugar up to the
French Revolution. Ruing of magnificent irrigation works
are still visible, bits of stone chiteaux still peep out of the
jungles, and Cape Haitien (once Cap Frangois) is an amazing
skeleton of what was once a noble city. The tax on sugar
which was s great factor in bringing on the American Revolu-
tion grose largely from the indignant consciousness of British
statesinen that it was the illicit trade of their thirteen col-
onies with the French West Indies which had nullified their
attempted blockades and made the conquest impossible.
Even in the eighteenth century, Europeans still had a great
desl to learn about the commercial forces which their own
activities had released. The lesson was destined to cost
them most of their possessions in the New World.

ENGLISH TRADING COMPANIES

English trade, as well as that of the Netherlands, profited
greatly by the decline of the Hanseatic League. After the
final expulsion of the League from London in 1597, the

«Blerchant Adventurers held a virtual monopoly of the export
of manufactured cloths to the Netherlands and northern
Germany. It may be recalled that the Merchant Staplers
of the Middle Ages had been exporters chiefly of English

, Taw madterials, uch as wool, tin, lead, and leather, first work-
ing with the Flemish Hanse, but independently after the
middle of the fourteenth century. As England became more
and more of & manufacturing country, the character of the-
trade changed accordingly. Finally, during the period when
‘the enormous new flow of specie from the Spanish colonies
was taking place, and when medieval prectices were being
‘ripidly undermined by modern capitalism, the Staplers dis-

" appeared altogether. "The Merchant Adventurers may be

¢ «
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called theur successors in the sense that both were engaged in
"+ the Contiental trade.

The dream of making England s first-class maritime and *
naval power goes as far back as Henry VIII's reign, early in
the sixteenth century. That monarch’s hands wére rather I
full of other matters, including & secession from the Church,
His daughter M_agy made a marriage alliance with the Crown
of Spgin, temporarily stopped the interloping trade, and
turned English efforts in other directions. The Muscovy -
Company sent its first expedition into the White Sea in 1553,
and received its formal charter a little over & year later. It
secured an important share of the Russian trade, a}\d is
notable”as the first great joint-stock company. Ahothers
thrust in the same general direction was the Eastland Com-
pany, or Merchant Adventurers in the Baltie, chartered in
1579. Dutch competition proved too strong for it in the:
end.

In the meantime, Queen Elizaheth had ascended the
throne. She had none of Mary’s reasons for respecting
Spamsh mteggsta a.nd w1$hes Engla.nd now struck out,
with more vigor than ever, for the main prizes. Whatever
Elizabeth’s own abilities, she was ably served by her min-
isters. A strenuous attempt was made to develop new eco- ¢
nomie resources, especially to make England as nearly inde-
pendent as possible of foreign shipbuilding materials anc
ship stores. A thorough study of the ports was made, repairs
and enlargements being then undertaken. Burleigh saw
that, after all, the one great need of a maritime power is
experxenced sailors. To provide them, the fishing industry
was encouraged, everything up to outright piracy agamst
the Spaniards was applauded, and interloping on the slave
‘trade was authorized.

Government charters and encouragement to new ventures
in oversea trade were merely items in the above program.
Lest this consciows phase of the development seem t00 ime
portant, however, we should wconstently remind ourselves®
that the whole was a product of the new opportunities.
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Private enterprise‘and state policies were th

foree” greater thar themselves, just as the exoansion of

Europe in general and the so-called * commereial revolution”

at home were different but interdependent phases of the
. same movement.

All these English trading companies founded in the latter
part of Elizabeth’s reign were on' the general model of the'
Muscovy Company of 1554. It was the Dutch, more than|
anybody else, who were to perfect the stock company during
the following century, in connection with the East India
trade. The Merchant Adventurers had appeared shortly
aftery1400, organized rather as a gild than as a modern com-
mercial enterprise. Each member traded on his own account,
there being no collective capital. The advantage of organi-
zation was, of course, regulation, which also carried with it
, the possibility of protection. Ngt until 1553 did a group of -

merchant adventurers set up what we should call a real
" eompany, with a collective capital. Trade had simply out-
grown individual enterprise. This new company, chartered
in 1554, was the Muscovy Company mentioned above. If
Ibegan with 240 shares of stock each valued at £25 sterling.
Each voyage was financed separately, the stockholders divid-
ing the profits at the elose in accordance with the invest-
ments. Other companies of the same type were the Levant
- “%r Tyrkey Company, mentioned above, and the Hudson’s
Bay Company.  The African Company grew out of a series
of sporadie expeditions dafing from 1562, when Hawkins set
out with three ships in search of sldves. Its first charter was
 granted twenty-five years later. The Guinea Company,
which attempted really to regulate the slave trade, did not
appear until 1618.

Ralph Fitch went on a long and eventful journey to India
for the Levant Company, returning in 1591. Lo the practi-
cal effects of his observations and contacts were added an
incalculable impression made by the trip ipon the minds of
‘Eaglish people. Nine ‘years later appeared the British East
India Company, Like the others of the period, it began with
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- 8 loose and av'vz n;n ganizatign by separate voyages, only
" gradually outgr . o it.
The British E4 A - ndia Company, formed in 1600, sent out

its first expediti‘gu, to Java, in the following F#ar. Eight
years were required to wind up the afiairs of this voyage.
In the meantime, others were organized, each a financial
unit. Sometimes the same men had money in several voy-
ages at once, but the only connection between them at the
outset was through the general court or board of governors
which maintained certain regulations under the charter.
Even a summary of the vicissitudes of this Company during
the first half-century or more of its existence would either be
impossibly long for a treatise of this kind, or so simple as t¢
appear absurd. We must therefore confine ourselves to a
few observations which seem necessary by way of expina-
tion of the struggle with Holland and France which was to
follow. ’ :

At the outset, the spice trade with the islands, most of
which are far to the southeast of the peninsula of Hindustan,
waas regarded as the important thing. Dutch competition
wagsevere, In fact it finally triumphed, and the whole char-
acter of the original British venture was changed. Since
English manufactures were to grow up only with the trade,
it was found necessary to pick up cargoes on the mainland of
Hindustan, including the raw silk, calicoes and other goodB%‘
which the Spice Islanders demanded. A trading post was
founded at Surat in 1609 and more permanently organized in
1612, A considerable capital, separate from any particular
voyage, was needed to maintain such collécting organiza~,
tions, and also for the disposal — oftentimes quite slow — of
the cargoes which wers brought back to Europe. The East
» India Company became a real joint-stock enterprise in 1622.
Another half-century or so intervened before the extreme _
crudities of organization were eliminated. -

Much trouble Was experienced with interlopers - people
who remained outside of the Compény and its regulatious,
but actually organized voyages to the Indies. These men
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often had no interest in tl}e solid fut thrthe trade, and
did not hesitate to make trouble with \ thives or rivals if *
they could immediately profit by it. Th ytruggle with the
Dutch in the Spice Islands during the early part of the seven~
teenth century was but one phase of a much broader one
between the two rival commercial empires. England’s real
future in the East India trade was to lie on the mainland
rather than in the islands. This “division of labor’’ with
the Dutch was becoming visible by about 1630, though a
half-century was yet to roll by before it became definite and
" complete.

A gammercial empire being s system of outworks connected
with the central organization, one must always consider any
part of it in relation to the others which obviously affect it.
Thereactions of the cloth and indigo trade upon industry and
finance played an important réle in producing the “commer-
cial revolution’ at home, which will be mentioned in more
detail in the next chapter. Conversely, economic develop- -
ments in England profoundly affected the commerce with the
East Indies. Even at the risk of seeming intricate, the
remark must be made that English ventures in the New
World during the same period affected the East India trade
through the home organization, and vice versa. The East
India Company underwent a great transformation in the

- “gighteenth century, and was not finally disestablished until
1858.
England oceupied Barbados in 1605, Bermuda in 1612,
Bt. Kitts in 1622-24, and finally Jamaica in 1655, after a
Jutile attempt fo capture Santo Domingo itself, the oldest
of the Spanish colonies in the New World. The Eondon and
Plymouth Companies which loom so large in American
history were joint-stock enterprises. By 1624 the total
capital of English companies for exploiting North American
colonies was_about £300,000 sterling, the Virginia venture
alone representing roughly two thirds,  *
Spanish statesmen did not-take the Virginia settlement
very seriously as an economio enterprise at the outset, but
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they were very much' concerned over its possibilities ag a
. base of operations against their tPeasure fleets and territories.
James I at first side-stepped any responsibility for the pro-
tection of the colony, avoiding war with Spain by the assur-
ance that it was purely private.' The Spaniards dié not want
to provoke a war, so they avoided any openly hostile move
against Virginia. Besides the Thirty Years’ War and other
distractions in Europe, this desire on England’s part not to
seem too aggressive in the New World started her American
colonies in an atmosphere of unusual freedom from regulation
for those times. Not until nearly the end of the century was
any thorough and systematic interference attempted by the
mother country. K3 .
This and the origin of the English colonies under the
auspices of advanced types of business organization con-
tributed to a singular freedom from the lumbering vestiges
of the medieval European economic and social system which
handicapped Spain so severely — France to & lesser degree.
In the case of the Massachusetts Bay colony, the general
court (or board of directors, as we would now call it) was
removed to America, and the newer economic flexibility of
the stock company was carried over in part into the field of
government. The capture of New York from the Dutch
put England in & very strong position. The very want of
any organized system of governmental control at the outset.=
which might have led to a crippling uniformity in defiance of
local conditions, was not, in the end, to prove a source of
weakness,
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CHAPTER II
THE “COMMERCIAL REVOLUTION"'
GENERAL NATURE OF THE CHANGES

Ir it is ever permissible to use the word “revolution” to
designate a series of changes requiring decades to complete,
this is perhaps one of the cases. We need to be fairly definite,
however, as to what was overturned, and also as to what ap-
peared in its place. An attempt was made in the last chapter
to show that the seeds of modern capitalism were affeady s
springing up, here and there, by 1500. In fact, if we look at
particular businesses; or even towns, in Italy and the Low
Countries long before that time, their appearance is seen to
be quite modern in many respects. Modern capitalism long «
resembled medieval as regards the domination of industry
by commerce. . When real industrial capitalism had reached
such a stdge of development that it could turn the tables
and put trade in a dependent position, the commercial revo-
lution was over. This did not occur until the eighteenth -
century.

The object of a definition, if we take the word literally and
exactly, is merely to fix bounds. In trying to sketch a move-
ment in time and space, it is almost infinitely preferable to
deal with the positive forces which produce change and con-
tinue to appear, rather than merely to record the disap-
pearance of this or that factor which once seemed important
—- or perhaps actually was so. Thus we can postpone fixing
the forward boundary of the “Commercial Revolution” for
the moment, merely noting that another step in the economic
development of western society, to which the name “In-
dustrial Revolution” seems to have become thoroughly
fixed, overshadowegd the more strictly commercifl phase.

How we date the commercigl revalution is of no great
consequence. Dating it at all is merely a matter of con”
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venience. Even'if we e the period very long — say
roughly from 1500 to 1750 — there will still be students of -
the origins of modern capitalism to remind us that many of
the phenomena go back at least to the crusades. Others will
complain ‘that a long time elapsed after 1750 before machine
industry and the organization of business which went with
it really predominated. Still others — and the size of this
group is increasing ~— will point out that it was the organ-
ization which led to the machines rather than the converse,
and that some of the most important factors were at work
long before 1750, All of these people are right, and there
is ng real quarrel between them.

' It would be misleading to state that the changes in com- -
mercial and financial organization were either the cause or
the effect, in any mechanical sense, of the expansion of Eu-
rope. The two went hand in hand. They were contempo-
raneous agpects of the same course of economic evolution.
If we separate them somewhat arbitrarily, it is merely for
simplicity and convenience of trestment.” Only jf this fact
is borne in mind can the aim be achieved without distortion
.or misunderstanding. In dealing with the so-called *“com-~
‘mercial revolution,” the main emphasis must be placed
upon changes in business organization within the skeleton of
historical eventa roughly sketched in the last chapter.

¢ Great improvements in Won and shipbuilding con-
tinued to take place. A series of inventions in the field of
nautical instruments appeared, from the earlier compass and
astrolabé T Ths development of the mariner’s log in the sev-
. enteenth centﬁry and of the chronometer in the eighteenth,

t The provision of quadrant and sextant, telescopes, and other
accessories enabled navigators to find their way at sea far
more safely and effectively. Maps, charts, and tables were
constantly improved, hght.houses built, harbors cleared of
natural obgtacles and pilot services ms.ugurated The rise
of natxonal govemments marked the end.of medieval sirand
laws, “which Bad practically conferred upon localities the
right to pillage strinded vessels. Along with these improve-
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 ments went the development of better and more geaworthy

“ships. At first the tendency was to concentrate upon in-
‘¢tehsed size. The galleon and carrack appesred — vessels -
of from two to five decks, well armed to beat off privateers
and pirates. Ships of these types proving unwieldy, the
Dutceh and British specialized in craft somewhat smaller but
far swifter, more seaworthy, and more reliable. North
European practices had long been different, due partly to
peculiar conditions, including the weather, and the newer
builders were also less bound by tradition than the old.
Venice was still a great naval power, and the Turkish Em-
pire rapidly became one. Spain could not have igdored,
Mediterranean conditions if she had wished. All these -
maritime developments were significant in respect of the
changes of business organization which sccompanied them,
The shift from Mediterranean commercial supremacy to,
that of the Atlantic seaboard towns and states was closely\
related fo the superior cheapness of the single, direct haul *
by sea.

From this vantage-point we can see the outsta.ndmg
features of the commercial revolution. The yvolume of}’
Europeen trade increased rapidly, changing its nature, as is- \

always the case. The widened geographical scope of this {
commerce was a vital factor in the changes. At first, Euro- . -
peans naturally sought the goods already in dema.nd.
Cheaper ways of transporting them ineressed the amounts
moved and lowered the prices relative to other goods. New
wants appeared. Articles which had been ,consumed ex-
clusively by the rich began to reach the lower social strata. »

. New methods oj_pg,xr_nent had to be developed to cover the
greater bulk of importations from the East. Here the new‘
supply of precious metals from America played an important;
role. Asin the Middle Ages, when the crusades had stimu-"
Jated the demand Jor Oriental producte, many of the goods
were imitated in Europe, giving rise to Dnew industries. Wares
were also manufactured to trade for those demanded botit

from the Orient and from tl}e New World, As sea trans.
. . .
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portation became more efficient and cheaper, goods of less
value for weight could be moved over the long distances,
revolutionizing the character of the trade in both directions.
We read.s great deal about the effects of Europeans and
European produets in developing civilization in the New
World. The Oriental world was of course much more popu-
lous, better organized, and more resistant to Occidental
ways, but profound, though more subtle, changes took place
there also.
) The dislocation of prices in Europe, which was particularly
"lapparent in the steenth ventury, was due only in part to the
» incrdased supply of precious metal from America. Especially
during the second half of this century did the rapid rise at-
‘tract attention. There are no complete and convincing
indexes, but most of the estimates vary from 100 to 200 per
cent, with a rough consensus of opinion, if it is permissible to
call an average of such variegated results by that name, some-
what below 150 per cent. It is a real disloeation, not a uni-
form rise, some goods changing in price out of all proportion
«fo others. The increase of banking and credit facilities, the
growth of stock and produce exchanges and the improvement
of transportation facilities were all factors in the shift.
Europe was gradually approaching a veal price economy.
; Bpeculation and moncpolies got a good deal of the blame for
the increase — in the case of the first, it is safe to say much
more than its just due,

Jean Bodin was perhaps the keenest contemporary analyst
of these phenemena.! Carefully read, his works give rise to
only one major criticism in the mind of the modegn economist.
‘The analysis of the value of one money in terms of another is
extremely shrewd. Bodin was inclined, however, to lay -
stress too exclusively upon the quantity of precious metal ag
a ‘““cause’ of prices and the accompanying phenomena. The
expansion df eredit and other inereases in the efficiency of the
w1 Bspecially his Discours sur le réh 2 et la dimnution des ies,
1568, The deatructive religious wars made France to some degree 8 special
cana. - i




o m‘} ( CIAL REVOLUTION sty

.. financial and commaq yéﬂ systerd may easlly make 8 given
quantity of metal serve for more transactions, with the same
general effect on prices as though the actual amount in cireu-~
lation had been increased.

Other striking features of the commereial revolutlon which
should be mentioned before proceeding to details were mer-
cantilism, the stimulation of manufacturing, and the trans-
formation of social classes. The last of these is hard enough
to analyze at any time. The first had its own peculiar mean-
ing in its day and under the prevailing conditions which is
often missed by later writers because they do not look care~
fully enough at the historical background. All were td con-,
tribute to & new age of industrialism which, it is safe to say,
was not foreseen by those whose labors did most to usher it in,
As Bishop Bossuet aptly put it: “Men do otherwme than they
intend!"

‘What the ecommercial revolution overturned - or rather
finished overturning - was the medieval system of societ; 3
with its hierarchy of gilds, Tt D678 o Tess olated manors
and villages, its town units in commeree, its notions of just
price and condemnation of interest and profits, and its com«
parstively meager trade along generally north-and-south
lines, financially daminated from the Mediterranean north-
ward. Perhaps most important of all was the overthrow of
the_stereotyped social.order, and the recognitidh that the
creative power of 5 myriad of personal ambitions is sus-
veptible of some control. It is dangerous, like all great forces,
but it was always so to the lower classes. .Modern Euro+
pean society has gradually released it, dubbed it personal
initiative in its chastened and approved form, and attempted
regulation,

~

THE DEMAND FOR NEW GOODS )
Hitherto, the trade of Europe with the rest of tite world had
. been limited rather strictly to the products of the Orient,
hmﬂy spices, silks, tapestries, precious stones, perfumed
oods, and commodities of thissort. Most of them, with the

. .



sbe ECONOMIC HIS1 ‘Ex@m: N

notable exception of spices, wereng. W cof luxury rather than
those of common consumptxon W2 sshe opening-up of new'
areas, particularly in the New World and the East Ind:es,‘
the supply was greatly enlarged and a whole new range of
commodities added. The European demand repidly in-
\cressed for such thmgs as tea, coffee, cocoa, and other non-
Elcohohc beverages, wine and rum, sugar, and various types
t)f vegetable foodstuffs. Among these were potatoes, lima

beans, yams, and tapioca. Tropigal.fruits — for example,
emons, limes, oranges, bananas, and pineapples — arrived
in ever-increasing quantities. Among the other goods de~
(manded were ca.rpet.s rugs, wall paper, Eastern [furniture,
china, new fornis 75 of Orental diessasid adornment, ostrich
fea.thers, furs from the colder regions, exotic drugs and medi-
cines. Tobacco was one of the largest single imports from
the New World for a considerable period of time.

For early modern times there are no trade statistics broad
enough in scope and compiled with sufficient care and under-
standing to be worth quoting. We have to visualize the
extent of economic progress chiefly in other ways. During
the first two modern centuries, Europe’s habits of consump-
tion were vastly changed by the influx of new goods. Upper-
class life was already profoundly affected as early as 1600,

Lbut the amount of innovation varied greatly from one loeal-
ity to another, The new states had not yet achieved highly
organized or unified economie systems, and internal lines of
 communication were still poor for the most part. By 1700
'the middle classes, particularly in England, Holland, Spain,
Porfugal; nd France, had generally changed thejr mode and
standards of consumption —— the labonous magses of the

}people much less, “Tt not ¢ eighteenth eentury
that the effects of the commerclal revolution penétidted to
the very foundations of European society, helping to bring
on the so-cidled “Industrial Revolution,” which altered the
conditions of human Jife more than any other period of
gimilar length in hxsbory}/

In the seventeenth century, England had a Jarge fishing

- = .
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trade with New England and the West Indies. With the
"*southern colonies she had a highly developed trade in to-
baceg.and rice, and had laid the foundations for a flourizh-
ing commerce in naval stores. She did a lucrative fur busi-
ness with the North Atlantic colonies and Canads, es well as.
importing from this area iron, lumber, codfish, and oil. With,
“the West Indies she had an immense trade in sugar, molasses,
rum, dyes, spices, cotton, tropical woods, and tobacco. She
divided with the Dutch a slave trade between the western
coast of Africa and the Aérican colonies. West Africa also
furnished gold, gum arabic, ebony, rare woods, ost.richﬂ\1
feathers, and ivory. From the Far Esst and the East Indies
came an impressive group of commodities, enumerated ag
follows by a contemporary historian: ’ )
Books, canes, drugs, gums, oils, indigo in large quantities; cochi-
neal, China-ink, galls, turmerie, seed-lack, shell-lack, stick-lack,
ivory, fans, cane-mats, cinnamon, ¢loves, mace, nutmeg, pepper,
cayenne pepper, ginger, sago, sugar, tea, rice, coffee, preserved
fruits, mother-of-pear! shell, and spoons made of it, saltpetre, ar-
rack, cotton, cotton yarn, raw silk of Bengal and China, calicoes
and muslins, cassia, ebony, sandal, satin and sapan woods, porce- s,
laing, japanned cabinets, ornamental furniture, tiger skins and
precious stones. .

Set off against these imports from oversea were the leading
English exports of leEE, woolen and cotton cloth, hard-
ware, gunpowder, and various trinkets which ‘were used in™
the trade with backward peoples.

The situation at the opening of the eighteenth centiry is
very well illustrated by coffee, 8 commodity very rarely used |
in Europe fifty years earlier., Consumption doubled between
1710 and 1720, and again in the following decade; but in the
next five years, 1730-35, it almost trebled. This commodity
was getting to the breakfast tables of the middle classes in
large quantities. Coffee is only a suggestive illustration of
the general situation. (IOt was to prove far more impor-
tant because importation was destined to give way to man-

1 Botsford, J. B., English Sociely in the Bighteonth Century, pp. 34-35.>
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- ufacture. Cloth-making was a big factor in bringing iron §
and coal to the fore, and these have revolutionized the mod-
-~ ern world.

In the course of European expansion oversess, the com-
merce of the Western World passed from the coasting type,
tnainly along inland seas, which had endured for some five
thousand years, to the stage of oceanie or world-wide traffie.
Only a relatively small fraction of the habitable parts of the
world was reached by the earlier explorers, but they enor-

« mously extended the range of European geographie know-
ledge and contacts and laid the foundations for the coloniza~
tion and discoveries of the nineteenth century. The whole
period of four centuries has been relatively brief, but it has
opened up to western Europe practically all the land areas of

e planet. The speed and efficiency of our world-wide

El;sten‘l of transportation and intercommunication is one of
he most characteristic material aspects of present-day
' civilization.
~Tagtes and customs underwent great changes with the
s, introduction of vast quantities of new commodities. The
psyghnlogmauactor of demand is as important as it is subtle
in econdmic activity. The kinds and quantities of goods
which people of various social classes feel themselves entitled
to comes pretty close to being a fundamental element in
w=haping the material structure, as well as the mental outlook,
of a society. Before the end of the commercial revolution,
. middJe-class houses were not considered comfertable without
glass windows, wooden or tiled roofs, carpets and rugs, and
upholstered furniture. Wall paper was introduced from
China, and lacquered ware from Japan, The hammock came
from the West Indies. More comfortable and serviceable
types of clothing came into gaperal use with the cheapening
of both cotton and linen cloth. " Cotton in particular became
much more plentiful. Underclothmg and bedeclothing made
of these mat,e;xba.ls now considered pecessarie§ by all classes,
.had never been genemlly' used «n Europe before the com-
merdial revolution. Silk culture, introduced from the East
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during the Mlddle Ages, was greatly developed in northern
Ttaly and southern France.

Parasols and folding fans appeared, in imitation of the
Orient. At first, the parasol was mainly an object.ef ostenta~
tion, being associated with royalty in the lands of its origin.
It ceased to be a mere sun-shade in the eighteenth oentury,
when the eollapsible umbrella for protection against rain was
developed. Luxm;[goods such as perfumes, furs, and ostrich
feathers need only be mentioned. 'Td add to the appesrance
of dwellings, already revolutionized as to furmshmgs, con-
siderable attention was paid to gardeps, in which were
planted various new trees, shrubs and fowers, brought from,
distant lands, Among these were the Virginia creeper, aster,
dahlia, nasturtium, sunflower, magnolia tree, century plant,
pepper plant, coral tree, and locust tree. The breeding of
these in Europe, as well as the observation of them in their
native habitats, were vital factors in bringing about a new
attitude toward biological science.

The range of foods consumed in Europe was greatly in-
creased. Spices were demanded in larger quantities, even-
tually reaching even the lower classes. The potato was
brought to Europe in the sixteenth century. It was eaten by
some of the poorer people at the end of the seventeenth, but
its value as a staple article of human diet was realized only iq:
the time of Napoleon. S__ggr had been a medicine and a rare
luxury until modern times. Cane cultivation became an
enormous industry in the West Tndies in the eighteenth cente+
ury, the demand for sugar being stimulated by the introduc- »
tion of tes, coffee, and cocoa. Indian corn or maize, like thes
potato, took hold very slowly in Europe as human food, and
has never been as fully appmciated there as in America. The
turkey is an American fowl, given its name aupposedly be- .
cause of ite outlandish appearance.

« "Therdle of coffpe-honses or cafés, and of thé use of tobacco,
in undermining the home as, an airtight compartment in
society, in political intrigue, a8 gatherings for business and the'
promotion of lit%rature, is familiar enough not te require dis-
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cussion in detail. Rum, leraon drinks, and tea may be men-
tioned in the same connection. Of the medicines, quinine
and opium should certainly head the list.

Europe’s structure of social classes was to be pretty thor-
oughly transformed during this period of some two and a half
centuries. In this process, the inevitable results of the mere
fact that an expansion took place should be remembered
while considering more subtle explanations. The new trade
was accompanied by great improvements in the economie -
organization at home, and both worked together to permit
of the support of a much larger population in Europe with

igher rather than lower standards of living. Many people’
also emigrated, particularly to the New World. Some were
idnapped, criminals and indentured servants were sent to
work: out their freedom in one way or another, and more still
ﬁft voluntarily., This steady drain of the European popula-
ion has continued. No arrangement of social classes can be
really stereotyped where the restless can get out and strike
a different level if they succeed and choose to return. Many
- did come back rich, especially from such regions as the East
and West Indies, where & white European is not likely to
spend his whole life willingly, The increase in population,
which is often too strictly attributed to the Industrial Revo-
Jution, got a good start in this earlier period.
More striking, if not actually more significant, for Euro-
-, pean history than emigration was the ingrease.in numbers,
,wealth and power of the middle.class.or bourgeoisie, Be-
sides t:tose engag&i Th trade, finance, and industry, the pro-
« fessional group in the middle class grew in numbers and in~
fluence. In the new states the lawyer class was relied upon
by monarchs as one of the chief bulwarks of absolute mon-
archy —not so much against popular tendencies in the earlier
period as against the traditional privileged classes of an older
order. The-rise of the bourgeoisie must be viewed against
the general background of European expansion, but it is best
explained in terms of economie changes in Europe berself. Itis
- & product of the growth of modern eapitalism, The vast im-
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« provement of the home market was an important factor in the
* eventual shift from commercial to industrial capitalism, and
was closely associated with the displacement of social classes,

PRECIOUS METALS AND PRICES .

At the opening of modern times, northwestern Europe had
actively resented the financial domination by bankers from
the Mediterranean regions for more than two hundred years,
As in areas similarly placed in any age, including our own, it
was commonly believed that more money was needed,
‘Whether the mere existence of more precious metal in Europe,
or in this part of it, would have made any difference worth
mentioning is a hard question, if not an impossible one, tos
answer. Generally speaking, the quantity of money is-
sufficient to handle the transactions, and raises no great-pro-
blems as long as it remains fairly stable. A strong tendency
for the supply to move in one direction may of course create 8
secarcity or a surfeit locally.

There can be no doubt, on the other hand, of the advantage !
of producing a universally acceptable commodity of gold or
silver — that is, of increasing the supply which may be traded ™
for other goods. It is quite possible that northern Europe
tended to be short of money metal during the Middle Ages,

- because of the importation of Southern and Oriental goods
into a relatively primitive economie society, the movement of =
Papal taxes, and the exactions of Italian financiers. The
““shortage,” if any, was thus merely a manifestation of eco-
nomic dependency and crudity. Medieval Europe as a
whole may have suffered more or less from the effects of pay-
ments to the Orient. The great distances, the. numerous"
stages in the journey, and the high cost of transport em-
phasized the need of moving only the most valuable commod-
ities for their weight.

Toward the end of the Middle Ages, & good deal of silver
and gold was mined in central Europe. This new souree of
wealth, and particularly of fluid wealth, was one of the,
facbors in the growing ascendancy of German finanée rela~
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tive to Italian. The vast number of laws and regulations
pgainst the export of coin could hardly have arisen except -
to counteract a real and quite general tendency. People are
sometimes tempted to forget that medieval business men and
statesmen ‘were not operating in 8 modern environment and
to attribute to them a simplicity or folly which was not
actually theirs, Northern Europe could break awsy from
southern domination only by accumulating capital in forms
suitable for investment. 'To do this in the face of an estab-
lished flow of trade and investment required some ingenuity
and no little arbitrary interference.

Europeans had been making increasingly successful efforts
4o duplicate or find substitutes for Oriental imports, and to
develop produets of their own to exchange in this trade, ag
well a8 to mine and mint money metal., At the opening of
the sixteenth century, the money situation was already
somewhat ameliorated. Europe was producing annually
some $500,000 to $750,000 in precious metals, and & similar
amount was being drawn from the West Coast of Africa.!
If we accept the usual estimates of $170,000,000 to $200,~
000,000 as the amount of coinage in circulation in Europe in
1492 or 1500, $250,000,000 is not an improbable figure for
1520, Accumulation went on constantly in spite of the
\dmin eastward, and both European and African production
eof precious metals was stimulated in every possible way.
This acceleration in output continued to about 1600, after
which time the dearth was less acute and the flood of gold
and silver from America had so rajsed prices and wages as
to render many*Old World mines unprofitable. In addition
'to the gold and silver in circulation as coinage about 1520,
there was also a considerable amount in the form of plate and
other works of art, and much was hoarded in the form of
bars, coins, ete. Nothing much better than a blind guess at
the total wgﬂd be possible.

1 These estimates were taken from a number of European sources, which
roughly agree, Acvording to Soetbeer’s estimates, quoted below, they would
b, much too low. The guestion is § highly techmical one, and the exact
figures ure not of particular importance for our purposo here,
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Shortly after 1520, the Spaniards got lerge Jump sums by
the pillage of AZtec and Inca treasures, and also developed
& steady supply.of precious metals by working the mines of
Peru, Bolivis, and Mexico. The angial output of the world .
was toughly tnpled between 1500 and 1550, and by the
Intter date the ATerican mines were supplying more than
all the others combined. A tripling of the yearly output does
not mean, of course, that the total European supply was
increased in proportion. Gold and silver are very durable
and the stock of 1500 represented the accumulations of
thousands of years.

Production at such a rate was certain, however, to tell in
time. Over a billion dollars’ worth of new money metal wag, «
mined between 1520 and 1600, and it is likely that a muchi
Jarger percentage of this went into circulation as coins than
was true of the stock in existence at the earlier date. We can -
only speculate as to the total effect of the new monetary
situation in putting the old plate and hoards into circulation,
and there are no reliable figures as to the amount of silver
which flowed out of Europe to the Orient. The usual asti-
mate iz probably conservative enough: that the coinage of )
Europe increased about twelve-fold during the sixteenth cen-
tury. A quantitative impression of the increase in precious
metals from the discovery of Ameriea to the beginning of the
Industrial Revolution about 1760 may be gained from the.
table on page 310.

Several things about this table strike the eye immediately.
Firat, it represents only the increases, not the total supply,
by periods. Second, the production of silverat first greatly
outstripped that of gold. Finally, the accumulation for the
whole course of the commercial revolution adds up to a really
stupendous figure. Even if credit facilities had not been
multiplied, the effect on prices — and of these upon business
organization and the distribution of wealth — would have
taxed the imagingtion. One should note that"the figures
are for pmductxoynot circulation.

4 Condensed from Soetbeer's esti upmtedmthamuﬂnporﬁor
the Divector of the Mt _
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Worrp Provucrion ox Gorp anp Sruves, 1493-1760
(Forty-year periods, with the exception of the first)

Pamon TM?V";? o i I;mu) Tw‘("‘h}m in M) sl
1493-1520. ... .. ooee $107,931,000 $54,703,000
18211860, ... .00vss 204,697,000 207,226,000
1561-1600. ......... 189,012,000 597,244,000
1601-1640.......... 223,572,000 678,800,000
1641-1680. ......... ,655, 584,691,000
1681-1720.......... 313,491,000 579,869,000
1721-1760. ... .. veor 580,727,000 801,712,000

4 Totals........... $1,859,085,000 $3,584,245,000

The average annual accumulation about 1500 was around

$5 000,000. A half-century later it was three times as great.
“For the last twenty years of this (sixteenth) century, the
average was over $22,500,000. It fell off slightly during the
next. fifty years, and then rose again in the period to 1760,
being a trifle over $38,500,000 for the final twenty years.
During this part of the eighteenth century, just before the
Industrial Revolution, the increase of gold relative to silver
wag as striking a8 the converse had been in the earlier part

of the commercial revolution.

For instance, the value of

gold produced in the period 1561-1600 had been only about
314 per cent of that of the silver, whereas in the forty years
up to 1760 it was roughly 72} per cent. This changmg ratio
w, between the two metals produced its own series of financial
dxsturbances, and gradually forced the modern solution:
monometalism, or the single gold standard. It may be noted
here that after 1760 the situation changed again, silver pro-
duction gaining on that of gold for a long period. If we give

« the Industrial Revolution its older conventional.dates, 1750
to 1830 or 1770 to 1830, it can be seen at a glance that it was
not accompanied by any such rise in the volume of money
metal as characterized the period of 1500 to 1750. The
» average annual output from 1750 to 1830 was only about
$40,000,008, a slight increase over the previous forty years.
In fact, the yearly average for the last half of the period was
ks than for the first, and about equal to that of the forty
years just before the Industrial Revolution.



THE COMMERCIAL REVOLUTION s1r
Without attempting to make this astounding increase in

" the supply of money metal an isolated “cause” of the great

.

economic changes which went with the expansion of Europe,
we can still note the obvious fact that it is a egpvenient
vantage-point for viewing a good many of them. Gold and.
silver being commodities, they follow the general rule that
an increase in supply is accompanied by & decrease in ex-
change value against other goods. This decrease — or rise |
in prices, if viewed from the other angle— is part of a very
complicated process, and is not rigidly proportional. We
must not be surprised to find that the rise in the quantity
of money metal is not exactly parallel or relative to that of
prices and wages, from year to year or even from decade to
decade. Nearly all economic tendencies require a certain
amount of time to express themselves, and they are usually
counteracted, retarded, or reénforced by other factors, among
which the deliberate purposes of men are often not the least
potent.

Such was the situation in the sixteenth century. The
mounting volume of precious metals which might be con~
verted into specie tended to reduce the purchasing power of
a given amount of gold or silver. Governments — for ex-.
ample that of Elizabeth — legislated on wages, in a not
altogether unsuccessful attempt to hold them arbitrarily low.
Both private trading companies and states which were inter-
ested in imports from overseas made ingenious attempts to
keep the prices high. Foreign trade was regulated in a way®
caleulated to attract and keep precious metals,

The mereantilist philosophy which lay back of this eoin~
cides with the modern arguments for protective tariffs at
many points. Before condemning such regulation as a
whole, it is well to remember that gold and silver were practi-
cally the only money, that few-nations had enough to secure
the full advantages of a money economy, and thzs the total
amount of these mdtals was changing rather rapidly. Some

“eredit facilities existed even at tHat time, but they are hardly

comparable to those of to-day. All the western European
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countries had a large residuum of manorial and other non-
monetary economic life, and hence could absorb vast
amounts of precious metals simply in changing over to a
money .geonomy, without producing any proportionate
change in prices or wages. One agpect of this situation wag,
that an increase in the number of cash purchases and sales'
which oceurred at the same e &5 the growth in the money
supply must have tended in part to cancel the effects of the
latter upon. prices,

While the data preserved for us are fragmentary, the
general trend of prices from the thirteenth century to the end

, of the sixteenth is fairly clear. The thirteenth-century
author of Fleta gives the average price of wheat in England
“at six pence or about twelve cents per bushel, a figure which
checks up fairly well with those of J. E. T. Rogers in his
History of Agriculiure and Prices.! Between 1261 and 1400
the average price was 5s., 13d. per quarter of eight bushels,
or nearly fifty per cent higher than the quotations given
ahove. ILeaving out certain periods of famine or exceptional
crops, we find the price creeping up gradually until about
1380, when it fell off for two decades, but not nearly back to
the thirteenth-century level. Of course, there were fairly
violent temporary ﬁuctuatxons at the time of the Black
Death.

From a little over 53. per quarter just before 1400, the
price rose until about 1470, when it slumped for some twenty-
five years. Rogers's quotations. for 1500-01 are mostly be-
tween 6s. and 8s. The figures increase steadily up to 1550,
when they range between 9s, 64. and 16s. 1d., with many en-~
tries near the higher level. 'While his quotations for 1575-76
are extraordinarily varied — from 10s. 8d. to 29s. 4d. — &
rough average ean bestruck around 153, For 1583-84, the Ox-

% Gioorges ' Avenel's Hisioira dconomique de la propriéié, des salaires, des
denrées el des priz de Van 1200 & Van 1800, in five vglumes, performs s mmﬂar
task in French. There are many briefer treatments of this pnee movement,

= some dealing more or less confidently with the slippery question of sctual
purchasing power; e.g., G. A. Steffen’s Studien sur Geschichis der Englischen
Lohnarbeiter,
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ford average was 18s., and the twelve-month period he chooses

"in 1501-92 was the last year in which the average price was
below 20s. Most of the quotations for 160001 are between
30s. and 40s. This represents a good deal of a mgvement
from the 7s. or thereabouts of & century earlier and the 4s. oi,
the thirteenth century. Other things such as eggs and liv:
stock tell the same general story. Schapiro ! gives a brief
summary of the increase in the prices of such goods as foods,
clothing and spices in Germanic countries. For instance,
beef rose 15 per cent between 1500 and 1525; clothing 50
per cent, wheat and oats over 100 per cent, and many spices
still more.

The extent of the change so early in this century is ample
evidence that other factors besides American gold and silver
were at work. There was certainly something in the charge
of eontemporary writers, including Luther, that vast mono-
polies existed, and that society in general had not yet learned
to protect itself against the newer business methods which
had long been pushing up through the ruing of medievalism.
Moreover, America was far from being the only factor in the
inereased production of precious metals early in the sixteenth
century. .

This great increase in prices, coupled as it was with th
accumulation of eapital, the growth of stock and produce!
exchanges, and the weakening of older economie restrictions
stimulated trade and speculation. It increased the profits of
the industrial and merchant classes, Had it not been fo
the effects of the vestiges of gild restrictions on the wages of
journeymen, the wage-earning population would undoubt~
edly have benefited much more than it did. The landed
nobility who received their rent payments on long-term
Jeases in kind were much less adversely affected than those
who had reduced the dues to cash, since the prices of farm
produce rose, while the purchasing power of a givem amount
of money fell off. The sguires who owned and worked their
own farms generally shared in tHe prosperity because of the »

* Social Reform and the Reformation, E-hap. 1

M L]
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rise in the prices of the things they had to sell. Long-term
lease-holders and peasants whose dues had been commuted
to cash tended to profit at the expense of their landlords. In
many ipgtances, governments took cognizance of the price
changes and attempted regulation, but, as in the old Statutes
of Labourers, such opposition to general economic tendencies
was usually unsuccessful

THE RISE OF MERCANTILISM

Like nearly everything else in the early modern world, the
¢ gtate policies known collectively as “mercantilism’ had
their origins in the Middle Ages. If one factor is to be chosen
' a8 more central and essential than the others, it must be the
-growth of the national state at the expense of the authority
of towns, nobles, and Church. Of these three, it is the first
especially which holds our attention. The central Govern-
ment of the State did not merely supersede the maze of
practically autonomous towns, with their conflicting regula-
tions and ambitions. It had to incorporate them into itself,
getting rid of the absolutely indigestible elements in their
organization and doing the best it ecould to harmonize the
‘others with its own purposes — really with its own existence
at the outset. If we remember this, we can afford to ignore
a good deal of the eriticism which hag been leveled at the
mercantile system.

Regulated monopoly had permeated the medieval system
from center to circumference. ‘The central Governments
weakened it considerably in the course of establishing their
. Supremacy over the towns and gilds; more than they intended
to, infact. New forces were at work, such as the cheapening
of long hauls and the growth of money economy. Both led

« to territorial specmhzatlon, and hence to an interdependence
of widely separated regions which was destructive of the
older gndeearrower system of monopolies. The first concern
of a state is to maintain its authority Gver its territories,

«which eulls for revenues to*support its forces and adminis-
trative pessonnel. If the fiscal autonomy of the towns had

¢
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not already outlived its usefulness, undermined by the de-

" velopment of commerce, it is hard to believe that the central
Governments would have triumphed.

The medieval practice of collecting duties on goods camed
from one town or district to another was not summfmly abol«
ished by the central Governments. Towns still had to have
revenues, and it was quite logical for the states to preserve
such sources as they could, collecting a share whenever
possible. Duties on goods coming from abroad became the .
province of the central Government, but port towns often
collected special revenues or fees on the same articles.

, Municipal taxes of this kind are not unknown even in the
contemporary world. For example, they havt/given rise to
loud complaints on the part of shippers to the West_India
port of Santo Domingo in the twentieth cexyt«ury The fact
has been noted above that heavy taxes on )oth imports and
exports were levied at Cadiz, on goo sing to and coming
from the colonies, foreign products p&ying more than Span-
ish. Revenue was the main objegt of the duties at first, but -
the protection of commerce and industry from foreign coin-
petition attracted the attention of the central Governments’
more and more as they took the place of the towns, which'
had pursued the same end with even greater zeal during the
Middle Ages.

_Exports as well as imports were taxed, England being less
inclined to the practice, and abandoning it earlier, than the
Continental countries. There is a general feeling in the.
United States, doubtless arising from our. uniform policy,
that export taxes are in some way sbnormal.! Yet such a
tax on coffee is one of the chief sources of revenue in Haiti,
under the American protectorate. Whatever the economic
objections to them, such dutiés are levied by Governments
when they need the income. England did not have the -
system of interior customs lines which until 1789 eomplicated
French taxation. *She found out earlier than France that .
import duties are more practical than those on exports, for!,
purposes both of revenue and of protection to industry.’



*316 ECONOMIC HISTORY OF EUROPE

The English Government preferred regulation to taxation
as & means of preventing the export of needed raw materials,
Of all the various things which the mercantilist policies
tried to accomplish, the one which has attracted most atten~
\"(;ion wad the accumulption and copservation of precious
ls, Spain’s amazing rise to wealth and power in the
sixteenth century was believed to be due chiefly to the silver
and gold she drew from the New World.. If this is not the
correct explanation, we might still ask what is. That she
should attempt to monopolize the supply in her own colonies
was accepted as a matter of course. The North European
interlopers who pillaged her treasure ships or traded sur-
* reptitiously with her colonists wanted the same thing.
» Whatever theoretical objection may be raised to turning
any large share of a nation’s energies towards accumulating
precious metal as a form of wealth, the fact remains that it
would pay debts to Lombards or Fuggers, buy goods, and
serve a8 a basis for securities and credit in the rise of capi-
talism. -
‘None of the great commercial powers were well consoli-
dated when the expansion of Europe began. Vestiges of
1 medieyal local autonomy were everywhere. For instance, it
is almost ineredible to the present-day student that a central
Government as loosely organized as that of the Netherlands
could survive at all. Financial supervision was one of the
-weapons for wearing down these local privileges, as well as
the one means of guaranteeing an income to the State. In-
» the period of incomplete national consolidation and only
partial transition to money economy, States lived more to
themselves than they did later. They oftén carried ‘'on
hostilities against each other, especially at sea, even in time
of “peace.” Violently fluctuating currencies and prices and
the suspension of the free movement of international pay-
ments in gpecie do not seem 8o abnormal to-day as they did
to the student before 1914, -
I Another thing which atiracts our attention is that the
. period of mercantilism coincided almost exactly with that of
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the rapid increase of the supply of precious metal, If Europe
‘had only $200,000,000 circulating in the form of coins — or
even twice that amount — at the beginning of the commer-~
cial revolution, the additions of a single decade in the le-
teenth century were a respectable fraction of the whole, ' .
Production had reached a sort of plateau by 1750, and the
annual accretion of some $40,000,000 was a very small per-
centage of the total accumulation of some five billions since
1493 — without taking into account the original supply.
The rise of capitalism was even more rapid than the growth
of the stock of precious metal would indieate, for this was
accompanied by a growth of credit facilities, especially in
the latter part of the period. As manufacturing developed,
the European market became more important, and as the
rate of increase in the total supply of money metal died down,
the purchasing power of the existing stock became more
stable. No longer was it a foregone conclusion that the
nation which did not add to its coinage at about the rate of
1 the general increase would see its total existing supply de-
crease in purchasing power. The mercantile system died af:
natural death when the conditions under which it had arisen
and flourished passed away. Even this hasty sketch of the
economic environment of mercantilism may serve to make
the equally brief definition of principles to which space
limitationa confine us seem less crude and unreal,
Mercantilism reached its peak as a recognized system iny
the seventeenth century, and declined from the eighteent‘gl
into the nineteenth, National states made it their aim to
attract and keep as much precious metal as possible, both
in their treasuries and in the hands of private citizens. The
art of war was making great strides in efficiency and expen- ,
siveness, and any nation might have to practice it on a
moment’s notice. Funds in available form for such emer-
gencies were highly necessary. Certain manufgptures in «
connection with firearms, shipping, and clothing had to be
maintained within the country which aspired to be a great
power, or even to protect its independence. Sea power was
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vital to make up deficiencies, as well as to carry the destruc-
tive operations abroad, or keep them there. This was one of -
the reasons for the violent nationalism of commerce — it was
the marmme nation which could exert naval strength in
time of War. Not only was this peace-time basis necessary
to train sailors and keep up ports, but the specialized warship
itself only gradually replaced the converted merchantman.
Even after the change, privateering was a scourge to com~
merce.
 Economic power was as much coveted ag military strength,
In sweeping away a mass of local restrictions, the national
states had to feel their way to a new system of regulations
which would guarantee revenue and economic stability, as
well as military safety., As early as the reign of Elizabeth,
I protection was a recognized aim in compiling tariff schedules.
The British East India Company was hardly launched when
dendnciations of it began to appear, based partially on the
charge that it sent more bullion to the Indies to pay for its
cargoes than it brought back. Thomas Mun answered this
iridictment in 1621 with a discussion of the balance of trade
as a whole, arguing that the single case of the East India
trade could not properly be considered separately. This
defense of the Company was elaborated in a “petition and
remonstrance’ to Parliament in 1628, and especially in his
famous pamphlet of 1664, England’s Treasure by Forraign
Trade. Balance of trade, he argued, is & complicated eco-
nomie fact, made up of a number of debit and credit items.
Only one of these is the payment of bullion. Parts of the
sums due fof excess of imports are canceled by charges for
shipping services, and some of the bullion actually paid is
recovered later, perhaps several fold, upon the resale of the
imports eoncerned. The sums due for imported goods are
affected by every payment, direct or roundabout, between
the countries concerned, including remittances of all kinds,
the expenses of travelers and smbassadors, and even war
expenses and indemnities. ¢

. The English Navigation Acts of 1651 and following years
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preceded the more famous protective tariffs instituted in
France by Colbert, Louis XIV’s Treasurer, these latter be-
‘Binning only in 1664, Symptoms of distress in the English
¢woolen industryy appeared about the time of the Stuart
Restoration (1660). The trouble was at first aseribed to
French competition — France being unpopular anyhow be-
cause of religious and national issues. A pamphlet settidg
forth this view brought one Samuel Fortrey a momentary.
popularity. It soon became obvious, however, that the
main difficulty lay in the competition of East Indian and
Persian stuffs with English woolens. There followed a
battle between the vested interests, the woolen industry
clamoring for the exclusion of Eastern cloths and the East
India Company working by pamphlet, Parliament, and more
gubterranean political channels to keep its imports on.the
approved list. Later, the growmg cotton manufacturing
interests formed a third party in the discord.

A compromise between the warring English economic
groups was effected in 1702, in the Methuen Treaty with
Portugal. Portugal was an important buyer of woolens,
and her colonies made her an even more valuable customer.
Moreover, the double blow at France was popular, the bitter

- contest over the succession to the Spanish throne having just
broken out. France had been a bidder for the Portuguese
woolen market, and the treaty also hit her wine trade by
admitting port wines into England at & third less duty.
This gave rise to much smuggling, as the English preferred
French wines to the heavier Portuguese product. The lower
classes could afford neither, but managed to get fashionably
drunk — ““ag drunk as a lord,” the saying went — by the
use of rum and Holland gin. Another aim of the Methuen
Treaty was to tap the Brazilian gold supply.

A Calico Act of 1721 prohibited the use of painted, flow-
ered, or dyed calicoes, but not of white goods. Cotéon manu-
facturers prospered so greatly that by 1735 this industrial
group was able to force through the Manchester Act, exermpt-
ing it from the terms of the 1721 Calico Act. This brings us
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“Ito the period of the industrial inventions, which put the
English eotton industry in & few decades beyond the need
of government protection. Thus mercantilism was not at
all the simple formula about treasure and the balance of
trade which it is sometimes made to appear in summary

. accounts, but an extremely complicated policy for dealing
practically with both foreign competition and rival economic
groups at home.

England, France, and the Netherlands all had ample
reason for trying to attract some of the new flow of precious
metal from Spain and Portugal, having no considerable
mines of their own. Spain’s economic weakness was so great
that the competition was mainly among the three “have

"nots” of northern Europe. Spanish mercantilism was very
different partly because of a surfeit of the very thing the
others lacked. Trying to attract the surplus, they built up «
their manufactures and eommerce at the expense of Spain’s,
while her incentives in the same direction wanted & certain
immediacy and vitality.

The Epglish Navigation Act of 1651 was aimed mainly at
the Duteh. It provided that goods from Asia, Africa, or .
America must arrive in England by English ships or those
with maioly English crews, and that goods from Europe
must be brought either by English vessels or those of the
country of origin, A new act of 1660 listed certain colonial
products, including sugar, ginger, tobacco, cotton, indigo,
and dyewoods, which the English colonies could export only
to each othey or to the mother eountry. The list was ex-
tended in 1706 and 1722. In the meantime, an act of 1663

’required all European goods for the English colonies to pass
i through England. This legislation affected France as well
ag the Netherlands.

Colbert was no less convinced than Mun that Spain’s
power rested upon the treasures of the Indies. ‘“Manu-

ffactures,” he wrote, “will produce returhs in money, which
is the single aim of commeree and the only means of increas- .
ing the greatness and power 'of the State.” He established
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the East India and West India Companies in 1664, and a
Senegal Company in 1673. Great difficulty was encountered
in raising the capital, and the results were mediocre. Louis
XIV’s long series of Continental wars, with their digsipation
of eapital and energy, was a factor in this, but the failure was
apparent even before Colbert went out of office and the most
destructive of the struggles began. Only in the West Indies
(Saint-Domingue, Martinique, and Guadaloupe) were the
results completely satisfactory. The French Guines Com-
pany was given the slave trade with the Spanish colonies in
1701, but it was withdrawn and awarded to the English
twelve years later in the Treaty of Utrecht, together with the |
privilege of sending out one cargo a year. French trade with
the West Indies was repeatedly interrupted by the wars with
Great Britain down to 1763, and much of it went to- the
thirteen British colonies on the mainland, serving later to
embroil them with their mother country.

To discuss the decline of mercantilism in detail at this
point would force the introduction of some historical factors
out of their proper order. It must suffice for the moment toy*
state that the decay wag due to the development of capital-
ism, the expansion and intensification of trgde, and the
gradual transformation of the industries which fed foreign
commerce. Europe got over her real or fancied dearth of
money metal, both by increasing the supply and by evolving
other aids to the accumulation and application of capital.
In this situation, less of an actual ‘“treasure chest” was
needed to meet the possible emergency of a war. No longer
were one or two nations able to throw into circulation in a
decade a large fraction of the existing amount of specie. As
North European countries became industrialized, they turned
their attention to the more positive factor of finding markets
for their manufactured wares. In a sense, the European
market was rediscovered, and nations made treaties with
each other to promote exchanges advantageous to both}
parties. Protective tariffs have continued, but they are®

better understood and more repsonable. The rise of popul
. (] , Lo
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government has pixt the general consumer in 2 position where
his feelings about prices have a decided effect upon legislation,

‘v, DANKING, CREDIT AND EXCHANGES

Interest rates at the beginning of the commereial revolu-
tion were still high and erratic, the question of proper security
remained unsolved, and financial operations were greatly
hampered by inherited traditions and practices. Many of
the banks succumbed through the defalcation of princes too
strong to be coerced. Others decayed with the families
which controlled them, because the joint-stock company was
not yet well enough worked out to bring in new blood and
drop outlived policies,

" The Peruzzis of the fourteenth century had a eapital of
some $800,000, the Medicis of the fifteenth perhaps $7,500,~
000. By 1500 the Fuggers of Augsburg, well north of the
Alps, were the richest banking house in Europe. They had
erected their business largely through the aid of Bobemian,
Styrian, and Carinthian gold. Already, in 1511, before their
section of Europe had become seriously involved in oversea
ventures, they had a capital of 196,760 gulden, a sum which
had increased to 2,021,202 gulden? by 1527. At this time,
they were making about 55 per cent annually on their invest~
ments. :

During the first century of European expansion, the
Spaniards carried on their banking operations mainly with
the aid of old established houses in the Low Countries, Italy,
and Germany, The growth of commerce and the enormous
increase in specie were accompanied by a mych.wider use of
bills of exchange, and credit was extended on a vaster scale,
leading in many cases to heavy loss and the disruption of
old banking concerns. In its earliest forms, the stock com-
pany was not particularly well adapted to banking.
werp _was-the center of infernational exchange, its most

.

! Representing a purcha;sing power of some $20,000,000 in our money.
This figure must be practically doubled for the peak of their prosperity, about

1R4R — Pa_—
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famous financiers being the Marans or converted Portuguese
'. ‘Jews. The founding of the hourse or stock exchange there
in 1531 was an event of the first order in the ]:ustory of
Europeap. capitalism.

If we remember the extreme crudeness of the Jomt-stock
company in the sixteenth century, we shall not make the
mistake of reading any very strict resemblance to our stock
exchanges into this Antwerp Bourse. ‘A continuous fair,”
it was called, and the characterization describés 1t pretty
accurately. There were practically no stock shares on which
to speculate. The betting — for many of the operations
were practically that — was Iargely on the prices of actual}
capital goods, on exchange, and on insurance. Arbitrage, or]"
dea.hng in the differences between prices or rates of exchange
in different places, was a favorite form of speculation. This
had been done in the medieval ltalian towns, but never on
any such scale as at Antwerp. Maritime insurance had also
been practiced in Italy, and later in Portugaf It Erew o
eniofmously in Antwerp that in 1564 six hundred people were
making what one writer calls a “fat living” out of it. There
were no companies, but a number of people often insured the
same vessel. Premiums became more or less standardized~
Frauds were so common that an attempt was made in 1559
to regulate the business by law. Life insurance was also in
uge, | limited chiefly to. fixed periods, such as the duration of a-
journey by land or sea. This also Jed to frauds, and even
to crimes.

Such an atmosphere was the breath of lifg to promoters
and adventurers, as well as to captains of industry, finance,
or commerce. Lotteries flourished. People could be found
to bet on anythmg, including such matters as the sex of
children yet to be born. Some transferable “gecurities”
appeared to represent capital, and commodities were also
sold by grades, without even the use of samples. Negotiable
stock did not precéde bourses, however — the evolution was
rather” the converse. It was ‘the trading in these early

bourses, of which there were a great many, which led to the
N .
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development of securities of the modern type, and these in

turn made possible the establishment of stock exchanges of

the kind familiar to us, in the seventeenth eentury. A new

“ ytype of kank was made necessary by the enormous growth of
commerce and credit, and also the growing traffic in bills of
exchange, but the form these institutions were finally to
assume waited upon government aid and the development
of the joint-stock enterprise.

» The early attempts to float stocks and bonds were not
)partlcularly happy. Most of the banks were of deposit
vonly, and the laws rarely prevented the banker who was so

Jinclined from using the funds for speculation. A famous

‘ease was that of f Hochstetter, who tried to corner the mercury

‘market and ruined his depositors. Cardinal de Tournon got

the banks of Lyons to concentrate their deposits in a fund

with which he hoped to regularize the public eredit, promis-
ing 10 per cent interest, which did not materialize. Bonds
were issued by the same city in 1554, to be sold in the various
bourses and privately subscribed for. We are told that they
were taken even by servants and foreigners. The enterprise
turned out to be a veritable “bubble,” a century and a half
before the “South Sea” and “Mississippi” débdcles.
Interest was generally legalized in Europe in the sixteenth
century, Philip IT made 12 per cent legal in Spain, Henry

VIII fixed the rate in England at 10 per cent, by an edict

which was abrogated during the Catholic reaction under

Mary, but restored in 1571, over the violent protests of the

Anglican Chugeh, There was money to be had on the Con- -

« tinent at 6 per cent, and even less, for safe ventures. Capital

s getting fairly plentiful, in other words, at the end of the

sixteenth century. One of the consistent aims of Colbert,

and also of English governments of his time, was to keep
interest rates as low as possible.

The rise of the Bank of Amsterdam, the first of the great

" modern banks, wasgketched in the tehapter Its enormous

»power and prestige were pabtially founded on the fact that
. it wamwm‘t_@g, founded by the City Council
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and having its offices in the City Hall, The use of paper
" ‘gecurities was much _more general in Amsterdam than m\
Antwerp 8 half-century earlier. It was \ere, accord.mg to
Professor Sombart, that credlt first became rep!,ly “im- -
personal.” that, economie lif6 " Was_* coramercialized.” i
that the capitalistic spirit or mentality appeared. Still, the
bourse at Amsterdam, like the earlier ones at Antwerp and
elsewhere, was rather a permanent fair than a modern
exchange. The first of these, organized around the central

1idea of dealing in shares of stock, appeared at London in

141698, 'The Bank of England had been founded four years
earlier, to agsure the credit of the reorganized Government
under William and Mary, born of the bloodless revolution
of 1688. By 1724 when the Paris Bourse, also a true stock
exchange from 1ts inception, was founded, that of Amsterdam
had achieved the same general structure by evolution. It
continued to be far more important than that of Paris down
to the French Revolution.

The differentiation of stock exchanges, about 1700, from
the older bourses, which had been largely produce exchanges,
attracted public attention to the new possibilities for specula-
tion. Public loans were the favorites down to the nineteenth
century, when the canal and railway companies began to
put their stock on the market. The trading companies
generally preferred to sell their bonds through private
channels.

Engla.nd and Scotland together had 140 joint-stock com~
panies at the end of the seventeenth century, with a total
capital of £4,250,000. Neaxly three fourths "of this capital
belonged to six of them: the East India, Afmca.n, Hudson’s
Bay and New River Companies, the Bank of England and
the Million Bank, The prices of some of these shares fluctu-
ated enormously. Those of the East India Company fell
from £200 in 1692 to £37 in 1697. During the same period,
those of the Africsh Company dropped from £52 to £13 and
of the Hudson's Bay Company fom £260 to £80. A number
of stock-jobbers got prison sentences, with no visible effect

N L]
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on the price movements. Another erisis occurred in 1708, .
following a period of speculation and inflation, and a large
number of companies foundered. It was just after this that
the most famous “bubble period” opened. The capital of
- the Bank of England, Txed originally at £1,200,000 and
raised to £2,200,000 in 1697, was raised to £5,559,000 in
1710. We must always see these financial misadventures of
the eighteenth century against their background of war, and
especially of an amazing commercial expansion.
e South Sea Company was created in 1711, with a
nominal eapital of £9,000,000, lent to the Goverrinent at
. 8 per cent. Under the terms of the Treaty of Utrecht (1713),
the English obtained a monopoly of the slave trade with the
‘Spanish-American colonies, and also the right, which was
grossly abused, to send one shipload of merchandise per year.
These privileges were handed over to the South Sea Come
pany, Itadded whale-fishing and other legitimate venturea
to its activities, and finally offered to take over the national
debt at a lower rate of interest. Shareholders exchanged
their holdings for stock in the Company, and all seemed to
be going well until the public got a sudden passion for the
shares and bid them up to ten times their actual value, on
the bagis of the interest yield. This boom was accompanied
by, or to be more exact, largely composed of, the flotation
of a large number of bogus stock enterprises. People bought
stock in companies for making perpetual-motion machines,
for putting alchemy on a commercial basis, and so on. A
famous one was “for an undertaking which shall in due time
. be revealed,” ° - -

South Sea stock rose 36 per cent from January to May,
1720, reached 600 per cent in May, was over 1000 from June
to August, and fell to 121 in December! In this last period,
Bank of England shares fell from £265 to £132, those of the
East India Company from £449 to £145, and those of the

_ African Company from £200 to £45. léng]ish finance re-
{dcovered from the crash in & few years, however, and resumed
its growth.
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France did not get off so lightly from her simultaneous
“bubble,” which is associated with the name of the Scottish
financier, John Law. He had a plausible scheme for re-
organizing French banking and public finance. , Ifnfortu-
nately, it wag combined “With a speculative venture for
developing trade between France and the New World. An
era of almost insane speculation followed, rendered doubly
disastrous by the fact that the three billions in paper money
issued by the Bank was inseparably involved with the affairs
of the trading concern. The shares of his company rose over
900 per cent before the crash came. For a long period after
this, the French public was suspicious of negotiable stock,
which was called simply ““paper,” and the growth of credit *
was undoubtedly retarded. The “old régime” in France,
with its tax-farmers, privileged classes, interior customs-.
lines, and non-parliamentary government, was so much of &
unit that it is hard to be confident about attaching specific
weight to one factor or another in her later economic mig-
fortunes,

.

{™THE EVE OF THE INDUSTRIAL REVOLUTION

Besides the stirring events of the struggle between great
powers for economic and military supremacy, certain more
general developments,> not confined to any one or two
countries, attract the attention of the student of any phase
of European life early in the eighteenth century. The,
modern wars which followed each other in dreary succession
down to 1763 were not fought on nothing, or, for no object,

, but rather were a phase of the enormously increased wealth .
of Europe and were fought for the largest possible shares in
‘it. This cannot be doubted for & moment by any one who
will reflect that the expansion went right on, in spite of all the
destruction. The uses and abuses of capital in its most;
fluid or mobile form of paper instruments, and of the in-(
struments themselves, during the “bubble period” were
merely the surface phenomena &f a vast sccumulation. .
While the percentage of in?rease in foreign trade was less
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in the eighteenth century than at some earlier short periods
in the commercial revolution, the growth in actual tonnage’
was unprecedented, As in the amassing of precious metal
and many, other similar phenomena of economic expansion,
we always have to think of the"fale in two different sets of
» terms: first in_dollars, tons, or some such units of measure-
. ment; second in_percentages of the whole — as added, in
both cases, within given periods of time. A third vital con-
sideration in figures on economic growth is the ares involved.
For instance, & comparison of wheat produetion, or of the
growth of it, in Great Britain, Russia, and the United States
,to-day would rest upon two_ seta of figures, one giving the
mounts per acre, the other the amounts per person. In
this way, the modern statistician is able to get at some of
“he qualitative differences as well as the quantitative ones.
Alder statistics are often unconvineing, or even obviously
unrejiable, because those who gathered them did not con-
eeive their possible uses when economic science should
become more highly developed, and thus left out a great deal
which we should like to know. These are among the reasons
why the economist is so chary of using old figures.
The outward-bound tonnage of English foreign trade in
1700 was approximately 317,000, It rose to 448,000 in 1714,

to 661,000 in 1751, to $59,000 in 1783, and to 1,958,000 in -

1821. From this it is obvious that we should avoid any
romantic dizziness about the immediate effects of an “in-
dustrial revolution” beginning about 1750, 1760, or 1770.
In value, England’s iraports were about five sixths of the
exports in 1700 and about three fourths in 1800. ., We cannot
get figures for exactly the same years in England and France.
The total trade of England, in round numbers, was about
$60,000,000 in 1700, and about $364,000,000 in 1800. That
of France was roughly $43,000,000 in 1716, and $231,000,000
in 1787. French trade with the continent of North America
had not been large, so that the loss of terrifories there in 1763
-was not & heavy blow to conimerce. The French East India
Company, as reorganized in 1723, after the collapse of Law’s
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. system, had yielded annual profits of about $14,500,000 in
the period 1743 to 1756, closed by the outbreak of the final
struggle known as the “Seven Years’ War.” In 1768 these :
returns were only $3,600,000, and the Company’ was sup
pressed the next year. ‘The revolutionary period, beginnin,
in 1789, soon disorganized the French navy, and the events
of this era tended to enhance Great Britain’s commercial
advantage at France’s expense. Fnglish imports increased
from $80,000,000 in 1785 to $150, 000 000 in 1800,

This factual background of the Industrial Revolution
should make us cautious about treating the mechanical in-
ventions as primary causes. The value of France’s foreign,

rade increased a little over five times between 1716 and

g 1787, that of England not very much more. Plenty of com-
petent authorities can be found to dispute the common ¢

/ statement that Great Britain was more industrialized than
France in 1750. The enormous smuggling trade of the
eighteenth century must add to our caution in accepting
official ﬁgures on commerce too literally.

Mantoux, in his Révolution industrielle au XVIII® s'Lécle,
has given us the classic proof that the stimulation of industry
came from the exporters. One must remember that in thel."
eighteenth century, England’s exports chronically exceede
her imports, the reverse of the situation in recent times.
Commerce still dominated industry, a fact which is particu-
larly obvious s regards foreign trade. Most of the goods .
consumed in England were produced there, however—
Hobson’s estimate is fifteen sixteenths. It wes the importa~ -
tion of the raw materials from the Orient which made pos- *
sible the development of the cotton and silk industries.

! The tonnage statistics are safer than those in terms of values because of
the rise of prices during this century. It was qguite upeven for different goods,
agricultural product.s rising most and some manufactured wares actually falling.
The general rise may have averaged b8 hlgh a« 50 per oent for all Europe,
though any esti y be g he figures in
the text are merely to md in & rough cpmparison. All money estimates of
rates of growth are of rourse magnified in 8 rising market of this sort. It be->
ing England’s lt‘yplcnl products which rose least, in price, we would tend to
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New commercial centers arose. Liyerpool, a fishing vil-
lage In the seventeenth centuiy, became a great port in the’
eighteenth. Her tonnage rose from 27,000 in 1700 to
140,000 in, 1770, her population from 5000 to 34,000 during
the same period.  Nantes, Bordeaus, aid Te Havre in France

, had a similar, if somewhat less striking growth, and
Marseilles became a center of world commerce rather than
merély of Mediterranean trade., Lyons declined in relative
importance, especially after the débdcle of the Law system.
Mercantilism, whether “good” or “bad” (if these words
have any place in economics), had its effects. For example,

«: the Dufch, who had carried on largely a commission trade

“for others and had no great natural resources of their own,
relatively declined. " "I'Ki5 must have been due in part to
protective policies elsewhere, as well as to the more im-~
personal economie forces.

Manufactures grew up near such ports as Liverpool, «
favored by a good climate for the textile industries as well
as by nearness to water power and supplies of minerals.
Whether the commercial development “caused” that of the
industries, or the converse, is rather a futile question. It ig .
enough for us that they were associated, and that the com-
mercial capitalism of the importer-entrepreneurs was the
older. :

Another proof — besides the growth of credit, exchanges,

nd the mobilization of capital in the form of stock shares —

- fithat the costs and risks of business enterprise were becoming
tabilized and, organized is seen in the development of in-

Ysurgnce, Maritime insurance was already old, as we have

geen. It was in line with the general development of col-
lective enterprise to spread out the risks among a number of
people, so that all would lose a little instead of one losing/
everything. One simple way of accomplishing this was by
means of anpgreementypmong codperating merchants to dig-
tribute any losses incurred. All would'sign their names

»beneath the agreement, froth which practice arose the term

“underwriting.” Greater specialization and organization
x . ,
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. were inevitable as business grew more complicated. Mer-
chants developed the habit of meeting — for example in the
great colfee-hotises 6f London, especially at Lloyd’s — and

- arranging for the insurance of ships. The next’step was
the organization of companies. By 1725 most of the mari-
time business in England was in the hands of two stock
companies, the London Company and the Royal Exchange.
In 1706 appeared the Sun Fire Company, following a long -
development of fire insurance since the great fire of 1660.
The Friendly Society, & mutual life insurance organization,
had been organized in 1684, but the first great companies
were the Amicable (1706) and the Equitable (1762), both of,
which historie English concerns are still in existence.

In_France, the Compagnie d'assurances marilimes was
founded 1n 1750, and was broadened out in 1753 into the
Compagnie d'assurances générales, which also insured houses
against five, Strangely enough, furniture was not included.
A new concern, the Compagnie d’qssurances contre Dincendie,
createl in 1786, covered furnishings, but not jewels .and
securities. It disappeared in 1793, a victim of the general
circumstances of the French Revolution, and particularly of
a foolish and ill-timed scheme of the Constituent Assembly
for establishing a system of social insurance. The competi~
tion of the stock companies was fatal to the business of the’
individual insurers. Systematic tables of risks had not been
developed in the eighteenth century. The more legitimate
business was hampered for a long time by its traditional
association with speculation and outright gambling.

All through the eighteenth cenjury, the price level creptt”
up, but more rapidly during the second half. It was mosn
*anevenly scattered over different kinds of produets. Thisis
evidently one reason why its effects on different countries
were not the same, either in force or in kind. We can con-
fidently attribute, the stability, and in some cases the fall,
in the prices of manufactured goods to industrial progress.
. Against the background of rising agricultural prices, includ-’
ing that of the land itself, these special cases are arresting.

. % E
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Various explanations of the general rise were offered. Arthur
Young, observing French conditions just before the Revolu-
tion, attributed it to the inerease of population. The amount
of precivug metal steadily rose. Few people at the time
suspected one of the first factors which would occur to a
present-day economist: the multiplication of credit facilities
which accompanied the accumulation of actual capital good
and enabled what money there was to carry on more trans-
actions. All these factors were spread over the entire cen~
‘tury, and are by no means to be attributed solely to the In-
‘dustrial Revolution, the economies of which rather combated
}ha.n accelerated the general price tendenecy.

THE OLD REGIME AND THE NEW IDEAS

Dramatic interest in the French Revolution hag led to a
detailed study of the “old régime’” in France which preceded
it, and to a tendency in the minds of those who read history
to assume that the conditions so eloquently described under
that title were more strictly limited to the Continent than
was actually the case. Important vestiges of the strip .
system of agriculture, of the village organization which went
with it, and of gild restrictions in the towns survived in
England even into the nineteenth century. Ancient class -
privileges and prohibitions had yet to play important rbles
before the ““reforms”’ were complete — in so far as they have
been achieved to date. While the conventional approach
offers overwhelming advantages as to convenience and brev-
ity, we must keep the mental reservation that the boundaries

+are thus made too sharp — that the method caries with it
8 certain distortion, like the error in the best of compasses,
which could do damage if the user were not aware of it.

In the France of the second half of the seventeenth century
and the first half of the eighteenth, the Parliament or States
General had come to be regarded as an ancient and closed
episode in an outlived system of government. This fact was
patiently explained to the British in 1713, while the ratifica-
tion of the Treaty of Utrecht was being discussed. At that

. .
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time, the body had not met for ninety-nine years. France

‘was governed by a privileged bureaucracy, arranged in |

classes. So was England, for that matter, but her system:.
gave the new economic leaders, who were genuinely“impor-
tant in the national life, much more influence. There were
more vestiges of feudalism in France, but French agriculture -
wasg prosperous, and the peasant was probably as well off as
any in Europe. Of the cloud of specific abuses which need
not be catalogued here, all were linked in one way or another
with the costly and relatively unadaptable administrative
system. The Treasury was chronically in trouble, especially
after the military expenses and misfortunes which culminated
in the disastrous treaty of 1763. '

Treasurers of the central Government and of the provinces,
tax-receivers and tax-farmers (collectors on contract), and
financiers whose main business was the traffic in advanees to
the Treasury, tied private finance to the State — and hence
to the abuses. Parlisans or fraitants could acquire the right
to collect some tax or to hold some office for an advancg in
time of need. When the revenues did not suffice, which was
often, those of the following year would be discounted for
ready money. Even in Colbert’s time, such a series of con-
tracts for $2,884,000 was discounted at a loss to the Govern-
ment of more than a sixth, and Boulainvilliers claimed that
of $200,000,000 advanced between 1689 and 1709, the specu-
lators retained $53,200,000, or more than & quarter. Profit~
eers in munitions and other war materials made fortunes at
the expense of the Government. Huge amoupts in the form
of incomes for life or in perpetuity (rentes) weighed upon the
royal Treasury, the Church, and the various provinces, By
1789, there were $12,400,000 of these from the Treasury and
around $30,000,000 from the Church, not counting those of
the provinces, ‘ )

In a country whose offices were apportioned by class dis-
tinctions, many of which eould be purchased, fortunes or
incomes thus sttained tended t0 disappear from the normal »
economi¢ channels, The Church, which was fabulously
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swealthy, did not nominally pay taxes, but made “ contribu-
i Itions,” to which strings were often attached. Owing to restrie-"
tions, interior customs lines, and local privileges, goods did
not move freely to market, even within the country. Every
attempt to correct one of these abuses, often recognized ag
such, met with resistance from some privileged class, person,
or locality. The business public was beginning to feel decid-~
{ edly that it had "’nlt}gaLrights,” dictated by certain prin-
ciples of common sense and rational administration. It was
no longer possible to put all the people who were able to
demand recognition on a budget already swollen to the point
of bankruptey. By “the abuses,” complaints of which filled
“ the air, wag really meant “the privileges,” which kept a
group of incompetent people, many of them indifferent to
administration on principle, at the head of state and society.
In an age of capitalistic expansion, such a government was
in a dangerous position.

The situation was no better in most of the Continental
countries. Oftener it was worse, for of all the states which
had copied French “Grand Monsrchy,” not many were as!
rich as France. Even in England, old economic regulations .
and prejudices were overcome very slowly, and after bitter-
contests at every step. Dealing in futures or contracts on} -
the stock exchange, without delivery, was repeatedly delj
nounced in the House of Commons durieg the eighteent
century. Speculation was condemned by both David Hume
and Adam Smith, neither of them in any sense reactionaries.

Publicity, including advertising, made great strides during
the eighteenth century. Both the Dutch and.the English

(had practiced(commercial advertising)in a limited way at the

close of the previous one, Such methods of actively solicit~
\ing business were generally greeted as unfair competition.
The business man was supposed to sit quietly in his shop or
office and wait for customers to seek him out. Neverthe-
- less, the contrary practice grew. Pasgive resistance to com-
«petition gradually came to %spell ruin, and the whole code
of business ethics was overturned. This little-worked field

1 . .
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of economie history is one of the most inviting for serious;

"detailed research. France was much behind England and

the Netherlands in the spread of advertising. A Paris ordi-
nance as late as 1761 condemned a group of menchgnts for
spreading circulars announcing the sale of goods at & reduced
price.

Mercantilism assumed the need of a degree of protection] .
which was outgrown by one industry after another ag pro-i-
cesses were improved. Thercottons group)in Great Britain,
for example, began to grow extremely restive about the

. middle of the eighteenth century, feeling that the legal re-

strictions were more & hindrance than the protection was a
help. In the end, those who wanted greater freedom of .
competition triumphed. The objections to the mercantile
systermn were formulated as a new set of “principles” by the
French Economistes, better known ss the ‘“Physigerats.”
Turgot, who became Louis XVI’s Finance Minister in 1774,
was 8 pupil of Quesnay, the outstanding leader of the group.
They believed That governmental restrictions should, be
strietly limited to the protection of men’s ‘natural rights”
to make the most of their capacities. Their stress upon
agriculture, as the only truly productive kind of effort, since
it added to the supply of primary materials, did not make
them intolerant of commerce and manufacturing. Adam.
Smith, whose Inquiry inlo the Nature ind Causes m
Weallh of Nations was published in 1776, was not a Physio-
crat, but his views were influenced by those of his French
contemporaries, .

This really great treatise is too broad nd detailed to lend
itself to brief summary. It merely criticized some of the |
inconsistencies of the Physiocrats, but delivered the deadliest
kind of an attack on mercantilism, by adopting an entirely
different, systematic approach to the subject-matter of eco-
nomics, more in, harmo.;}vﬁgﬁ*‘za:%ﬁﬁons as they had
become. To Adam Spety he govern¢mental regulation of *
business was not foup) g Lpon,abstrwﬁ prineiples, such as*
justice, but Upon €%, fiency alone. Betiter than any other
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- -economist of his day, he appreciated the practical advantages
of a wide territorial specialization — broader even than the -
confines of nations — each region or country exploiting its
own peculiar advantages. In this way, one nation could
profit by the rational development of another along certain
lines, provided the movement of goods were reasonably free,

“each exchanging the things it eould best produce. Such 8
liberal policy would not necessarily abolish all the protective
; {ariffs erected by the mercantilists, but it would reduce them

{ to the narrower confines of obvious, and often temporary,

" expedieney. The later Manchester School of economists -

. allowed laissez-faire to run almost into a political dogma of
rampant individualism, opposing even perfectly necessary
public interference to prevent sbuses. Adam Smith himself,
as his writings reveal him, was 00 sane and realistic to have
been led to any such extremes. '

Turgot’s attempts moderately to liberalize the French state
regulations soon procured his dismissal at the behest of the
vested interests affected, and France swept on toward the
financial distress which was one of the main immediate fac-
tors in overthrowing the old régime. The loss of the thirteen .
}N orth American colonies in 1783 was only one of a group of
jcoincident incentives for Great Britain to modify her tariff
policy. A large part of the restrictive system, as affecting .
cotton goods, had disappeared on the eve of the American
Revolution, as a result of the claxor of the industrialists them-
selves. The effects of the technical advances associated with
the Industrial Revolution were already beginning to be felt
by 1783, Various duties were cut, and in 1786 a.commercial -
"treaty with France was signed. British woolen and cotton
textiles and hardvménwere admitted into France at fairly
low ad valorem rates in exchange for reciprocal concessions
. on French wine% brandies, oils, and other products, The
writings of the & - mopvsiavsr zd of Adam Smith certainly
sided in mobilizihg Th?&frm*‘ which the economio
*changes themselves fwere bringing fo*'d-
Much of the sysfematio literature oﬂ\the French .Revolu-

L}
[N
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tion, which more or less erystallized opinions about it, was
written in the middle third of the nineteenth century, under
the influence of “economie liberalism,” including a wave of
enthusiasm for free trade. Careful students are ngt, so sure
to-day of the practical benefits of this tariff agreement of
1786. English competition was at least partially responsible
for a considerable amount of distress and unemployment in
the textile centers of northern France, Coinciding with lean
harvests and other factors, this aggravated a concentration of
uprooted poor people in Paris which furnished an unfortunate
atmosphere for solid work on the pa.rt of the Constituent
Assembly.

«'t  NOTE ON THE RISE OF MODERN CAPITALISM /

In the last chapter, a brief attempt was made to sketch the
‘background and beginnings of the modern form of capitalism.
After noting the fact that controversies have arisen as to the main
sources of the capital and the identity of the religious, national, or
other groups which have been most active in developing its present-
day organization, this formal approach was dropped. It seemed
mote logical, especially in the space available, first to set down the
main facts-about the expansion of Europe and the more obvious
ways in which this process affected the search for larger, more
flexible types of organization. In dealing more specifically with
the development of these types in the present chapter, the emphasis
bas again been placed on the less controversial points about the
growth of capital and the accompanying changes in methods of
applying it. There is 8 more formal and sociological approach to

the same problem, of which every student of economic history
should be aware. Because it is formal, dealing with general defini-
tions of phenomena which were not uniform at différent times and
places, no one of the writers of its vast and bewildering literature
agrees exactly withany of theothers. Some of thern have developed
such different attitudes and dealt with such distinct materials, in
their various works, that they seem at times to disagree with them-
selves,

What are the essential features of the “capitalist régime” of to-
day which distinguish it Trom its predecessors? “One of the out=
standing facts about it, from the pngle of organization, is thei*
presence of capital in the form of negotiable stock, viewed as an in~| *
vestmend to yield inferest. Before & talicized words themselves
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acquired their present definite meaning, strong national states
arose, joint-gtock companies were perfected in the atmosphere of
international trade, and machine industry underwent & considerable
development. National regulation superseded local, and finally
political ¢8ntrol was weakened to a shadow of its former self by the
growth and toleration of economie competition. The family and
the gild gave way to the individual as the final unit, at the same
time that the individuals were being organized mto much larger
productive groups than either of the first two, Not until the final
triumph of machine progesses in the nineteenth century had trans.
formed the whole organizafioh of labo¥, aRd with it the structure
of social classes, did capitalism achieve its present form. Con-
sxdenng this long Historical process a3'a sort of drama, many at-
'tempts have been made to pwk out the leading actors and assign
them their roles.

Professor Werner Sombart, who has probably written more on the
subject than any other one person during & quarter of a century,
‘was not very clear at the outset as to just what he meant by capitale
ism. In the first edition of his Der Moderne Kapitalismus (1902),
he was seen to be enormously impressed by the mere accurnulation
of capital, and by rent as s fact the process. He later multi-
plied studies on  war, the Jews, and finally the entrepreneur or busi-
ness man, amvmg eventually at a multlple or eclectic explanation.
Of Sombart’s various theories concerning the development of eapi-
talism in modern times, most attention has been given to his claim
that the emigration of Jewish financiers, first to Amsterdam at the
close of the sixteenth century and a litile later to Epgland, accounts

‘or the ascendaney of the-Duteh and British, Some of his “ proofs”
are quite fanciful —including those of the role of the Jews in
colonization ~— and have been undermined by careful research.

Max Weber thought that it was rather the Continental Calvin-
ists and English Puritans who supplied the competitive capitalist
spixit or mentality (Geist), Tawney, Sée, and others have noted
that there are many common elements in the attitude of the Jews
and the various Calvinist groups.! In developing his contention
\that the English Puritans contributed much more than the Con-
jtinental Calvinists toward the triumph of the “economic virtues”

1 R H. Tawney, in his Religion aml the Rise of Capitabism (London, 1926),

i the e parts played by rel.lgxoua groups. The
value of this work as s well-bal v is d by the fact that its
author haa & podition of his own. For example, itt outlining that of Max
Weber (pp. 319-21), he gives little, idea of its real breadth, as developed in
Weber's Wirlschafisgeschichts and bis study of Die pmlesumtuche Ethik und
der Geisl des Kapitalismus, George O'Brien, in bis Kssay on the Eeomomsc Eﬁecu
of the Reformation (London, 1023), reaches concluaionf much like ';‘awney s

-
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over medieval prejudices sgainst the “sin of covetousness,” Tawney
\'deals very plausibly with the historical setting of the movement,
Besidesliving in 8 highly commercialized and individualistic society, «
the Puritans had before them & clear picture of what they did not
like, in Charles I's “Colbertist” state capitalism, agaif®t which
they revolted. Both the Anglican and Catholic churches also
opposed the growth of individualism and economic competition on
principle. The final opponent which aided in erystallizing Puritan,
views was the titled, landed, and privileged nobility. Later on,
England was in & peculiar situation because of her leadership in
the Industrial Revolution. Englishk economic society, Tawney -
holds, thus developed with the interests of the city in the fore-
ground, while those of the State were emphasized in Germany, and
French thought was dominated rather by the speculations of phi-
losophers than by the exigencies of business. bl

The very plausibility of the conflicting “ religious group” theories
is disconcerting, since they cannot all be true. Any detailed men-
tion of the long list of writers on the evolution of capitalism, to-
gether with their views, would merely distract attention from the

y main points to which & very brief sketch must be limited. All of

i these people either frankly or tacitly acknowledge the force of

+ another group: the national state, It was as such that Eng-
land, Holland, and France achieved their eminence in modern

| economic life, whatever the religion of the financiers and traders at

" the outset. Lujo Brentano prefers to go back to the crusading
period and follow the evolution of competitive trade as his thread
of continuity,

Every one of these theories is also obliged to lay some stress on)
the trading town as the cradle of modern capitalism; particularly;*
those ¢aseywhers the-towirwas alsoan iiportint financial center.’
It continued to have its own interests and point of view, even after
its power to regulate economic life bad been curtailed by the na~
tional state. We might remark that both Jews and, Calvinists were -
a part of this trading atmospherg, rather thadi that of the village or
country — the first perforce town dwellers because they were Jews,
ahd the second perhaps Calvinists because, among other reasons,
they were first townsmen and traders. Economic competition was
not the only expression of rising éndividualism, which Sée goes so
far as‘to call the one issue, “whether we consider the progress of
capitalism or the brewing of the Renaissance and the Reformation.”

So invariably do these trains of thought about broad social groups
and their general economic. philpsephies come back to the geo-
graphic and historical realities of the town as the modern age in-
herited it, that one is often tempted to brand them as mere intel-
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lectual excursions, Doubts of their solidity as explanations of
economic change are not allayed by the amount of non-economia
controversy t.hey introduce. Oftentimes the issue between the
conﬁlct;ng views seems to be largely one of taste, The writer who
disapprova of the ethics and procedure of modern competition is
likely to deplore those currents in the evolution of commerce and
finance in the towns, during the crusades and later, which ushered
in eontemporary capitalism, It is not strange that this same per-
son should dislike the Calvinists or Jews who took so active a part
in the process,

This introduetion of an element of moral judgment is a source
of confusion. The i mcreasmg emphasm upon geogmphy in the
newer work on economic history is undoubtedly due in part to a
desire to keep close to things which ean be defined with consndemble
accuracy, weighed, measured, and checked. To explain the rise of g
modern capitalism in terms of religious groups leads to the dra.ggmgl
in of other controversies which have not proved very fruitful. Fori
example, it brings in the old dispute, which has filled many volumes,’
as to whether the Protestant Revolt was an attack upon a fine
type of society, snsceptible of indefinite improvement along the
main lines already laid down, or a liberating revolution against in-
tolerable conditions, maintained by a sacerdotal tyranny, The
way is thrown open to another series of assaults upon the ethics,
rather than the economies, of modern competition, vividly exem-
plified in A. J. Penty's A Guildsman's Interpretation of Hislory.
Very likely much that was “good” dieappeared in the too rapid
overthrow of the medieval economie system; but this is a dangerous
question to inject into evonomie history, which, to be of much use,

" must concern itself mainly with what actually occurred, and how.

Professor Henri Sée has done economic history an admirable
service in his little popular book entitled Les Origines du Capital-
1sme Moderne.! It is not an analysis of the theories of previous
writers on the subject, 50 much as an arrangement of well-authenti-
cated historical facts. In recommending this work,<wve venture to
suggest that its main outline is pretty sure to stand. When eapital-
ism is traced from one place or phase to another, the emphasis is
placed upon such geographic realities as advantages in resources or
position, as these affected the inherited structure of economic so-
ciety and the policies of men.

If we adopt this point of view, it is easy to find flaws in the type
of argument criticized above. Leaving Professor Sombart's various

. and sometimes slightly muddy theories to the host of critics already
in the field, it may be profitable to glance at Professor Tawney’s

1 In the Collection Armand Colin, Peris, 1926, $10 pp.

“~
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argument concerning the réle of Puritanism, as sketched above.

" *To begin with, it is open to doubt if English town society was more
commercialized or individualistic than that of the Continent at the
time of the rise of the Puritans. Carefully analyzed, do Charles I's
mercantile policies suggest “Colbertism” or “state eafitalism”
any more than those of Cromwell, under whose régime the first of
the Navigation Acts was passed? As to Anglican and Catbolie
opposition, were they not on exactly the same grounds? No con-

- vincing proof is presented that such moves as the legalization of
interest were more (or less) delayed on the Continent than in Eng-
land because of religious opposition. If the resentment of the busi-
ness community against the nobles burned hotter in England, or
was more effective, it was certainly not primarily because their
privileges were greater; nor is it to be admitted offhand that their
resistance to change accelerated it. Was Puritanism a “céause’ or
8 mere incident of the growth of English cities, with their com-
merce, industry, and typically urban point of view?
. The final two items, comparing England with Germany and
France, are perhaps the most dubious of all as explanations. Once
Germany’s political disunity was eured, capitalism made as rapid
strides as anywhere in Europe, which suggests at least one tangible!
reason for any earlier backwardness, Moreover, her case takes us’
back to the main religious argument. The most bighly industri-
alized regions of modern Germany are divided between Catholicism
and Protestantism, depending, it would seem, upon natural re-
gources and location. Likewise, the industrial region of porth-
eastern France is Catholic. And how about Belgium, whose in-
dustrial concentration is hardly surpassed in Europe? It is not
proved, and seems hardly susceptible of proof, that French thought
is any less individualistie than English. Before we attach too much
weight to its being dominated by the speculations of philosophers,
we should demand both definitions of the terms and substantial
evidence as to the facts,

SUGGESTIONS FOR FURTHER READING.

" 'This chapter and the previous one covering the same period of time, the
sourees naturally overlap. Note particularly the references above to the
works of Hauser, Sombaxt, Strieder, Tawney, and Weber on the origins of
capitalism. We might add Sombart’s books, The Jews and Modern Cap-
ttalism, and The Quinlessence of Capitalism.

Abbott, W. C.: The Ezpansion of Eu;‘opc, vol. 1, chaps. x, xx1.
Ashley, W, J.: The Economic Organization of England, lectures rv-vr.
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CHAPTER 11
THE INDUSTRIAL REVOLUTION

INDUSTRY ABOUT 1750

TaE emphasis upon commereial and financial development
between 1500 and 1750 should not be allowed to obscure the
fact that industry had also grown enormously. This growth
i had carried with it considerable changes in organization and
itechnique. In the Low Countries, many industries had
.woread from the towns to the countryside, where by the gix- .
teenth century they had undergone a degree of capitalistic
organization by “merchant-manufacturers.” Among these
were the cheaper grades of carpets, some linens and laces, and
& light, inexpensive cloth known as worsted, made from
Spanish wool. The rural artisan produced on a small scale,
and usnally marketed through a middleman or entrepreneur,
Offentimes this *“merchant-manufacturer” or “clothier”
also furnished the raw material. As fully developed during
the two centuries just before 1750, with the various processes
divided among different households, coming together in the
clothier and reaching the market through him, this was called
the “putting-out”’ system. It was very common in the textile
industries of England, the Low Countries and France, as well
a8 other places where cloth-making for the market was im-
portant. .
There is a certain suggestiveness in the division of the in-
-dustrial work carried on in homes into independent and de~
pendent types — remembering always that they are not to be
mistaken for general economie “stages.” For example, in
Brittany, a poor agricultural region without extremely active
urban centers, the merchant capitalist remained such, instead
of ¢ ‘p% out” raw or partially worked materials and
gradually igetting control of the industry itself. The same
was true of the Belfast region of northern Ireland until after
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1750, Likewise, there was a great deal of really. indelseqd_ent
‘rural industry in the English county of Yorkshire clear into
the nineteenth century. The artisan was free to buy his own -
wool and to sell his finished cloth in the markets of Beadford,
Leeds, Halifax, or Wakefield. Under such conditions, where
the independent artisan might and could compete with the
clothier, or where the industrial eapitalist did not exist at all,
life under the domestic system was often quite attractive.
It was in many cases a mere adjunct to agriculture, carried
on by renters (or even owners) orrrainy days, or in seasons
of little farm work. ]

Rural industry expanded in other regions for quite different’g
reasons. Where the soil was rich, proprietors were partic-
ularly tempted to apply capitalistic methods to agriculture. ;
The social prestige of landholding Jed many men who had
made fortunes in commerce to purchase estates, and there .
was a certain carry-over of their earlier methods into their
later sctivities. Many peasants and small renters increasedf;.
their holdings. Technical improvements were also made.
The name of Jethro Tull (1674-1740) is associated in Eng- ;
land with the introduction of machinery for drilling in grain .
instead of sowing by hand and for mo¥é thorough cultivation.
About the same time, Lord Charles Townghend experimented
with clover, turnips, and other crops which could make rota~
tion possible, eliminating the fallow year. With the solution

, of the problem of winter forage, more and more attention was

' paid to stock-raising for profit. The attempts of such men as
Robert Bakewell to improve the breeds of cajtle and sheep

led to renewed agitation for enclosurey— the strip system,

with common pastures, being irreconcilable with specialized

pure stock, which must be kept apart. Drainage and fextil-

ization were also studied by men like Thomas Coke, ai

myriad of experiments yielding surprising results.”

Back of all this, as the most positive factor of all, was an
expanding market. France had a road system in 1750 which
should cerfainly command the Mspect of any American who
can remember our own of 8 hundred and fifty years later. If

‘ . : .
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English roads of the eighteenth century were often criti
cized, it was partially because of the enormously increased
demands made upon them. A few detached sentences from
the writipgs of travelers like Arthur Young are sometimes
permitted to cloud the fact that some improvements had
been made.
. 1y The gradual destruction of the old village system by the
‘ronsolidation of holdings and the introduction of more effi-
l&ient farming methods left propertyless many peasants in
'the richest localities. Especially in regions where this con-
dition was associated with considerable urbanization, the
- rural artisan was often left practically at the mercy of the
* clothier, who became a real industrial entrepreneur. Some
‘such situation had arisen within Flemish towns at a much
earlier period, but never to anything like the degree that it
developed in the countryside of the same region in the eight~
eenth century. Oftentimes the clothier distributed the ma- .
terials, owned the tools, controlled the market, and even ven-
ured to some extent to supervise the processes. In eastern
- France before the French Revolution, machines were in-
" #halled in some cases to carry on these rural industries — for
i example, in cotton-spinning — and the competition was dis-
+ astrous to old established towns, Before the general intro-
duection of power-driven machinery, there was an evident
tendency, both in England and on the Continent, to group
the various processes under the same roof where local condi-
tions and the nature of the industry made it practicable.
The .obstacles were considerable, especially in the case of
. jrural industries, often outweighing the advantages of im-
. proved supervision and the saving in trabsportation.
Enclosure went on at an increasing rate in England after
1740, and in & hundred years the village syatem had largely
. disappeared. Much as we read about the enclosures under
‘the Tudor kings, less land was involved in the movement for
the whole period than was enclosed during some single years
« of the later century mentiofied above. To illustrate by two
fairly representative decades :’:‘169 enclosure bills were passed

¢
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bl the decade beginning with 1790, aﬁectmg 858, 270 acres;
‘and in the decade following 1810 853 bills permitted the con-
solidation of 1,560,990 acres., After 1801 it was easy for
private individuals to get such bills through a docileParlia~
ment and to oyst the peasants, who had enjoyed some pro-
tection up to that time. The old régime in France did retard; -
the application of capitalism to agriculture— how much,
it is hard to say, for the system was not at all uniform an
some change took place, even in its strongholds, long before
1789.

In teying to appraise the influence of the export, market' s
overseas before 1750, it is perhaps no fairer to state that this' -
wtimulated manufacturing than that the inoreased industrial
‘output expanded the market. The colonists were far more
important as buyers than the natives. In the single year
1658, no fewer than 24,000 pairs of shoes were sent to the
Virginia colony alone. There was a limited market for
textiles in the North American colonies, but hardware was
in steady demand., Among the goods sent out were muskets,
hoes, nails, swords, tools, lead, pewter, and tinware. - Wool
and cotton manufactures were the largest iters in the Total,
ieIdiGE the-vomtistes with the Orient; iron and steel pro-
ducts iaﬂ’x_ngxt The gunpowder industry was an im-
portant one. Shipbuilding was greatly stimulated by the
growth of this 8xporE trade. Increases in Europe’s populas
tion and in the range of goods demanded also constantly

built up the home market.

We know now that the amount and variety of goods Whlch
the world market could be made to absorb were capable of
an expansion which nobody would have dreamed of in 1750.
The commereial revolution had already opened up enough of
this market to indicate vast possibilities, Perhaps the most

» important changes which had taken place were in the realm
, of ideas, beliefs, and incentives—where nobody but a very
simple-minded person will use scales or 8 measuring-stick
with any confidence. The medieval craft gild system had .
pever been, stnctly speaking, 2 form of mdustrml organiza~
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tion, but merely a method of regulation. In suppres?lﬁg‘ ’
competition it had curbed individualism, enterprise, and to
8 very large extent active demand. By curtailing changes .
in the'wariety or rate of output and by stereotyping social
classes, this regulative system had also prevented radical in-
creases in demand, since wants which would generally be :
futile if entertained are not likely to bring actual goods into "
the market, and the base of multiplying wants was thus kept |
artificially narrow. That demand tends to be indefinitely
extensible where competition is general and wants are freely
expressed is axiomatic in modern economic thought, because
it is an observed fact. Given these two conditions, it follows
inevitably that the wants must tend to outstrip the limited

;supply of goods. No perfect equilibrium is possible, but a

practical, working balance between wants and supply can be

“achieved by keeping the wants down and forcing up the sup-

ply. The first of these correctives predominated in the
medieval system, and the modern one has perhaps over-
stressed the second. Once the medieval hierarchy of the
“spiritual”’ over the “temporal” was overturned, competi-
tion unfettered, and the acquisition of wealth made respect-
able, a stupendous force for change was unchained.

This background of expanding middle- and lower-class de-

.’mand was a vital factor in the growth of rural industry which

{preceded the Industrial Revolution, The putting-out system

was particularly adapted to the rougher, less expensive types
of cloth, for both home and foreign markets. Those coun«
tries and regiqns which specialized in these grades had an ad-
vantage in that their market was developing more rapidly.
When the new textile machinery appesared, this was even -
more marked. It is easier to make a fairly coarse or loose
cloth by machinery than it is & fine one. Especially is it
easier tobegin doing so, Once a start was made and the profits

-

began to come in, there were both funds and experience for
i improving the machines, which were thus enabled to en-
.+ eroach more and more upoh the handieraft monopoly of the
higher grades of goods. As between nations, England had
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speemlmed more in the types of eloth wh1ch lent themselves

- to mechanical processes than had Frange.
. England’s political, legal, and military situation was like-
wise favorable to the growth of the new mdustrmhsrg, She1
had developed the basis of representative governthent and
parliamentary supremacy at least a hundred years earlier
than France. Her merchant classes had become able to in-
fluence political policy and adapt both domestic institutions
and international relations to their needs. Arbitrary royali
interference with economic activities and personal property
rights bad been suceessfully terminated by 1689 Excessive™
and inequitable taxation, contrary to the wishes of the voting
classes, had been brought to an end. Laws had been passed
guaranteeing the security of property and the freedom and
sanctity of contract, A large degree of freedom in industrial
and commercial action had been secured. The average
English investor was perhaps freer than any otber to make
use of his commercial and industrial sagacity and foresight
without fear of political interference. Even diplomacy had
been colored by the new economie spirit after the revolution
which dethroned James IT in 1688, In the early part of the
eighteenth century, Walpnle directed English foreign relas
tions largely in the interest of investors and.merchants, set-
ting & precedent which was widely followed thereafter,

Finally, the Industrial Revolution was barely under way,
when the old régime fell in France, precipitating a quarter
of a century of disturbances on the Continent, This period
proved as favorable to British industry as it was destructive
of that of her rivals, It was partw,lly in recognition of this :
fact that Napoleon attempted to ruin England economically ¢
with his Continental Blockade, designed to keep British.
products from the nea.r~by European markets.

By 1750 the textile industries had undergone vast changes
in organization and considerable slteration in technique.
The growth of the putting-out system, in both country and
town, together with the emphasis on new types of goods, had
disrupted the restrictive medieval economic order, body and

. '
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spirit, and its fragments were fighting a losing battie'for
existence, Considering the eagerness for mechanical im. -
provements, we might even be surprised at the smsall number
which appeared in the first half or more of the eighteenth
century.

The mechanical developments which were to make the
most difference in the long run were not, it now appears, the
ones which attracted the most attention at the time. At the
openm&pﬂhat eventful century, textiles were king in the
Qonormc realm. All the metal trades pu put together were a
poor third in commercial ranking, if we separate cottons and
wgolens for the first and second places. That obscure me-
chanics were doing clever things along seemingly banal lines

-like the toy industry did not seem very important. Even

o the experiments in new processes for making iron and steel
did not receive much general notice until they reached a
highly practical stage. This was just at the time when a
succession of (textile inventions:put a new emphasis upon
metals for the construction of machines which paid enor-
mously. If we look at the mechanical revolution of a century
or so following 1750 more or less separately from the sccom-~
panying economic changes, we must surely admit that it was
a much bigger thing than a series of improvements in the
‘methods of ma.kmg cloth. The reaslrevolution was a very
broad one in man’s 1an’s power over Nature, by making her work
for him. I;_,gg¢cod were to be the trump cards in this
game.

. TEXTILE MACHINERY -

“Machine” is g very loose term which it scems best to use
here in its restricted sense of a train of mechanism or an in-
strument for the conversion of motion, thus distinguishing it
from &’simple tool or implement like & chisel or an axe. The
¢ spinning wheel)which was in use before the Industrial Revo-
lution, was undoubtedly a machine. Pefhaps thewld hand
loom, which was little more than a frame for holding the warp
or lengthwise threads while the woof or weft was being drawn
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through crosswise, hardly deserves the title. It became a
machine, strictly speaking, however, with the addition of
John Kay's “flying shuttle,” patented in 1733. A simple
spring device thréw the shuttle to and fro, saving mare than
half the labor previously required for weaving certain kinds of
cloth, and speeding up the process. Even before this time,
the weavers had tended to press upon the spinners for yarn, -
A whole industry, the most important in England, was
hampered in its growth for the moment by the inadequacy
of one process. Note the phrase “hampered in its growth,”
Back of the whole situation was the commercial factor of an
increasing demand for cloth,

Attempts were made by many ambitious inventors to de- -
vise a better spinning machine than the simple wheel, and
prizes were offered. One device of Wyatt and Paul, which
appeared shortly after Kay's invention, seems to us now to
have needed only & little perfecting to have made it success-
ful. About 1767 James Hargreaves developed a machine ,
which was practically a spinnitiz Wheel with multiple spindles.
The story goes that he had noticed a spinning wheel continue
to revolve after it had been turned over on itg gide, and thus
congeived the idea of standing the spindles up, driving a
number of them with a belt from one wheel. His earliest
models had eight spindles, but before his death the number
had been increased to eighty. Hargreaves’s machine was at
first quite light and easy-running. As it increased in size, the
problem of power arose; but by that time other important
developments had taken place. The “jenny,” as it was
called, had the further defect that it would spin only the
coarser and looser yarns, calling for a mixture of flax with the
cotton,

Both the simple wheel and the jenny were intermittent
spinning devices. They did by hand- or foot-propelled ma-~
chinery what the spinner had done for ages with the thrown
spindle: drew out h quantity of fiber, twisted it, and paused
to wind it before drawisg out ahother. The first practical o
continuous spinning machine was called the “water frame,"}

4
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because of the necessity of using power to turn it, on account
of its size and cumbersomeness. Richard Arkwright’s name
has been associated with it, though he purloined the ides
from = mpan named Highs, getting it from the maker of the
Iatter’s model, Highs, whose model took & prize in 1767, had
used the general principle of the earlier machine of Wyatt
and Paul, which had failed because of a high tension which
( broke the yarn. Arkwright's first machine was finished in
11769, It was run by horse power, but his Cromford mill,
set up in 1771, used water power. The fiber was pulled out
by successive sets of revolving rollers, the later ones turning
more rapidly, and then twisted into yarn. This yarn was
firmer than that produced by the jenny, making the use of
“linen in the weft of the cloth unnecessary.

While the{roller-spinnenis still practicable for the yarn used
in making some grades of eloth, it did not solve the multiple
problem of hardness, fineness, and amoothness., Arkwright’s +
most important contribution was the commercially success-
ful application of power on a considerable scale. It wag
Samuel Crompton’s hybrid “‘gpinning mule” of 1779, com-
bining the qualities of the earlier devices, which made it
possible for the more expensive English labor to produce the
finer grades of goods in competition with the East Indies. A
modified form. of Crompton’s mule has remained one of the
most significant and widely used of the mechanical spinning-
devices to our own time.

' Eli Whitney, an American, made the first successful cotton
ﬁ_m 1792, It consisted of a spiked cylinder, rotating
ugh & bed-piece also equipped with rows of spikes, for
mechanically separating the seeds from cotton fiber. This
machine brought shout.a-revglution in the whole cotton in-
dustry, by making possible the production of fiber ready for .
spitning in vast quantities and at a relatively low cost..
Without it, the other inventions would have been much less
important, and the enormous increase iff cotton-growing in
the United States could hardly Rave taken place, Our ex-
ports increased, in round numbers, from 200,000 pounds in
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1791 ;ﬁo 2,000,000 pounds in 1800, and the'amount gr:aw pro- -

"gressively. The consequences for agriculture in the Amer-
ican South were vast and complicated, the new industry
gerving more than snything else to revive the, declining
enthusiasm for negro glavery. Nearly a century elapsed
before the value of cotton seeds was recognized, and formed
the basis of new industries. e,

The flying shuttle was a relatively efficient device. About
forty years passed by after the great inventions in spioning
before any power loom was sufficiently perfected to become a
serious competitor. Edmund Cartwright, an English clergy-
man, devised one as early as 1785, and had a working model
by 1787, which was patented. It was quite elumsy, and
never had any commercial success. A long series of im-
provements by Johnson, Radeliffe, Horrocks, and others
paved the way to the first real commercial success in 1822,
An autgmatic loom for making the finer cloths had to wait
until metallurgy and machines of precision in general had
reached a higher stage of development. The Kenworthy
and Bullough model, which appeared in 1841, marked the
transition to the present-day type.

There were many other mechanical innovations in the
textile field, such as the use of roller devices in printing cali-
coes. Without denying the importance of the sum total of
changes in cloth-making up to about 1840, however, the morg
we look at the Industrial Revolution as a whole, the more we
are convinced that it did not consist of these. The next
chapter may be anticipated by the remark that industrial

+ capitalism had already made beginnings under the putting-
out system, and that the single proprietor or partnership,
rather than the then joint-stock company, characterized the
earlier textile mills. Even if we regard the Industrial Revolu-
tion chiefly as a mechanical one, which is rather an obsolete
view, we cannot fail to note that before the improvements in
cloth-makiog went very far, they encountered the general
problems of power, machine design, and metallurgy for pro-
viding suitable materials,

A
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IRON, SBTEEL, AND COAL
To take up the development of the commereially successful

¢ steam engineyat this point would force us constantly to refer

to the progtess, or the want of it, in iron- and steel-making,
Buch a mechanism obviously has to be made out of materials
of certain kinds, sizes, and shapes. Watt’s difficulties con-
sisted not so much of a dearth of ideas as to what he wanted
done, as of the want of suitable materials and of known pro-
cesses for getting them into the desired forms. Castings of
the required size, quality, and precision would have been im-
possible & few years earlier. Finally, the definite conception
of a complicated mechanism does not drop full-blown into
the mind from nowhere. The Newcomen pumping engine -
with,which Watt began had been devéloped because it was
peeded in coal mines, These had become common because
of a growing scarcxty of wood; and one reason for this was
-that the increasing demand for iron took a great deal of char-
coal.

It will be recalled that the expensivgness of the minimum
organization required for oversea trade led to the perfection
of the joint-stock company, and that the high cost was due
only in part t.o.t.hamecjmnicaluequiprqe‘p}. For instance, the
demand for permanency was a big factor, the initial or pre-
paratory investment being large and the operations neces-
sarily spread over a considerable period of time. Mining
wasg the one eighteenth-century industry which most nearly
duplicated these conditions; particularly coal mining. By
1750 it had generally outgrown the stage of profitable ex-

¢ ploitatjon on a small scale. The sinking of shafts, the con-
! gtructon of side galleries, ventilation, pumping out, raising

. the €aal to the surface, and the accompanying engineering

affd tbol-making services were among the operations which
requxred 8 large capital investment. They also called for
scientific mabagement, Such orgamzat)nn, applied to such
problems, was a first-rate factor in the development of in-
dustrial capitalism and also of machine processes. It was
a the Newcomen pumping engine of 1705, as perfectged in the

-
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mines during more than a half-century, which formed the basis
for Wett’s more famous invention. In 1756 the Sociéié
&' Anzin, a French.coal-mining- compa.ny, had a thousand
miners, besides half as many workmen in its shgps. By
1789 the total number had risen to four thousand, and it was
using a dozen steam engines.

Entirely new vistas opened before this industry about
735, when iron was first successfully smelted with, coke.
onsxderable progréss had been made in fumace desxgn gn dur-

ing the Middle Ages, and the mechanism fr -furnishing the air
blast had been greatly improved. The Moors had been the

as well as the rulers in the Spanish peninsula,

and after the religious persecutmns many remained behind,
converted either nominally or in fact. Catalonia was.a
great source of iron and steel, and the swords of Toledo'were
almost as famous as those of Damascus. A blowing device
was developed'in Spain which used the air forced from a great
tube by & descending column of water. Technical progress
continued down to the eighteenth century, the Germa.ns in
particular greatly enlarging the furnace and i xmprovmg 'its
design. Theirs was fed from the top, and insulated by air-
chambers to prevent the escape of the heat. Two great'
difficulties remained: first, the heat was still insufficient
thoroughly to liquefy the ore, and second, the chemistry of
iron and steel was not understood. Bteel is merely pure or
mallesble irgn with a small percentage of carbon added — or
rather remaining behind, in the earlier processes. We now
add about one per cent of carbon and various metals such as
vanadium, nickel, and chromium, Too much carbon —
above two per cent — gives cast iron instead of steel. Differ-
ent kinds or grades of iron and steel were produced separately
by takmg an ore whose behavior when heated was known by
xpenence and treating it by rule of thumb. The general
solution had to wait upon the growth of the seience of chem-
gwtry in the eightdenth and nineteenth centuries. In the
- meantime, it was discovered that steel could be made by re-

heating and further refining cast iron in a special furnace.
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A number of attempts were made as early as the seven-
! teenth century to use coke or coal instead of charcoal in fir-
ing. Dud Dudley, an Oxford graduate, took out a patent in
1622, which was later annulled. His competitors persecuted
him, wrecking one of his plants after an earlier one had been
destroyed by flood, We cannot be certain now as to the de-
tails of his process. The growing searcity of wood for char- .
coal led to new attempts along the same line in the eight~
eenth century. The elder Darby used coke for preliminary
heating about 1708, and his son made the venture a commer-
cial suceess after a quarter of a century by employing a water-
wheel bellows, using a Newcomen engine to hoist the water.
Smeaton’g ¢ylinder blower, introduced in his Carron Works
in Scotland in 1760 to replace the bellows, was almost as
important as the Neweomen engine in paving the way for
Watt’s great invéntion. It led to a great deal of mechanieal
improvement in the making of cylinders, pl‘stons, valves,
packing, ete., and called for specially refined and polished
steg]l for the moving parts. At first it was operated by
water power, but Smeaton later connected it with the beam
of a huge Newcomen engine.
- Smeaton’s machinery Iargely solved the problem of making
’p_ig iron. To make good steel in quantities, however, it was
still necessary to find some method of removing more of the
carbon. After & number of lesser improvements had been
made, Peter Onions brought out his puddling process in
1783. This consisted of reheating the iron In a special fur-
nace until it was soft like paste, and then stirring, providing
oxygen with & cold blast. The remainder of the cinder or
georia (carbon, ete.) was hammered out. Henry Cort re-
fined the puddling process and made it 8 commercial sue-
cess. In this way a good grade of malleable iron was made
commercially available at an unprecedentedly low price.
He end Purnell perfected the rolling mill, for saving labor
dnd turning out bigger pieces than was possible by ham-
mering, and also for making sheets, This revolutionized the
atem;_poiler, the crudeness o{ which, eoupled with the diffi-

o
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eult:ea of manufacture, had been one of the great handicaps '
‘to the commercial building of steam engines. An engine
which must transport itself, together with its boiler, as in a
steamship, must be exceptionally efficient for its weight. Itis
. fair to say that the steambont entered the realm of com-
mercial feasibility about 1785, A number of attempts were
immediately made, and ‘within less than twenty-five years
one of them succeeded. Eventually, the plates which the
rolling mill made available at & moderate price were applied
to the construction of iron, and later steel, ships. In fact,
« the first iron vessel, s canal boat, was builfin 1787.

The next Tundamental invention in steel-making, that of
Sir Henry Bessemer, belongs to the second half of the nine-
teenth century.” Of courSe, & multitude of refinements in the
processes took place in the meantime. As we shall see when
we take up that period, Bessemer’s experiments were
prompted by his discovery in connection with another in-
vention that the vast development in machine technique had
absurdly outrun the facilities for producing steel in the
needed quantities and forms,

STEAM POWER AND MACHINES OF PRECISION

There was nothing new about the idea of using the expan~
sive power of steamn to produce lateral or rotary motion.
Hero of Alexandris is known to have construcm
steam toy 88 early as the second century ®.c. Nevmen,
whose pumping engine was pa.tented in 1705, did not orlgln-
ate either the idea of a piston moving in a cylinder or that of !
s separate boiler for generating the steam, Degys Papin, a
professor of physics in the German University of Marburg,
had employed the first, and Thomas Savery the secondy
There are many other names and experiments in this con-
nection which might be of antiquarian interest if space were
available for taking them up. As noted above, Newcomen's
invention answeréd very well the purpose for which it was
designed, and was widely used for pumping out mines, The
remains of a very large one still lie on a hill above the Arti-
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borite River in Haiti, where it wag evidently installed late
in the eighteenth century by some French planter for raising’
irrigation water. The Newcomen engine did not have any
crank or produce rotary motion. Its chief source of power
was the vacuum created under the piston by condensing
steam wifh a jet of cold water. It required a good deal of
attention and was extremely wasteful of fuel. Wastefulness,
it should be observed, is a relative term. The device sur-
vived for decades, in competition with the other means of
accomplishing the same ends, which is sufficient proof that it
was practicable in terms of the fuel and labor supply at the
time. .

', damesWatt, an instrument-maker in the University of
Glasgow, was given a model of the Newcomen engine to re-
pair in 1763, His attention was drawn to the loss of heat,
‘and hence of power, entailed in cooling the cylinder at every
stroke to condense the steamn. He thought of providing &

- separate condensing chamber. Later, he had the really revo-
lutionary idea of eliminating the vacuum principle entirely,
closing both ends of the cylinder, and applying steam pres-
sure on each side of the piston alternately to force it back and
forth. This would eliminate the waste of cooling at each
stroke and enable the engine to be driven at a much higher
speed than the Newcomen. The invention took on a crank
and fly wheel, and finally a set of mechanically timed valves
for admitting the steam.

The model was only the beginning of Watt’s troubles,
which throw a great deal of light on the nature of the mechan-
ical revolution, It is especially interesting fo compare
Watt’s facilities with those of Sir Henry Bessemer about
three quarters of a century later. Even with our present-
day mechanical engineering knowledge and shop equipment,
it is often a long way from a small, soft-metal model, embody-
ing the idea of a machine, to the full-sized, commercially
practicable machine itself. Smeaton regarded the invention

. 88 very remarkable,” but his opinion was that it could “never
be brought into general use.” Though himself a distin-

«
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gmshed inventor, and in the closest touch with the iron and
" steel business, the reason he gave for his judgment on the
engine was the “ difficulty of getting its parts manufactured
with sufficient precision. ” .
| There were no cylinder-boring machines or lathes with
tool-holders, and casting was still a erude process. Some of
the cylinders made for Watt were an eighth of an inch wider
at one end than at the other, and one eighteen inches in
diameter was three eighths of an inch out of true. The rod
which earried the thrust of the piston through one end of the
eylinder had to have a stream-tight packing which would
withstand both heat and sodking. Little was known about
bearings capable of working continuously at the speed and
pressure required for such parts as connecting reds. Lubri-
cation was another vexing problem in the days before petro~
leum oils, specially adapted to heat and other peculiar
conditions.

After the bankruptcy of one firm, Watt had the good for-
tune to get as & partner Matthew Boulton, whose financial
backing and long experience in manufacturing and marketing
mechanical toys were invaluable. The Newcomen engine
was simpler and cheaper to build. To compete with it for -
pumping, the Watt and Boulton product had to be made both
reliable snd quite durable, in addition to its advantages as a
fuel-saver. There ia doubt as to just when the last Newco-
men engine was constructed, but the one mentioned above
in the French colony of Saint-Domingue (Haiti) was appar-
ently not quite installed when the slave insurrection began
in 1791,

On the other hand, in industries where rotary motion was
required, Watt and Boulton had to compete with water
power. Their greatest advantage lay in sites where other
conditions of manufacture were favorable but where falling
water was uns.vagable. Even here, it was sometimes pos~
sible to raise the water with & Newcomen engine, as at the
Carron Works before 1775, letting it turn wheels afterward.
That this competition was not severe is indicated by the

. Y .
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fact that in the year mentioned Smeaton attached his
blowers directly to & Neweomen enginé. Watt and Boulton
added a governor which maintained A fairly even speed by
regulating the flow of steam, mcre g it when the pull of
machinery began to check the apeed and cutting it down
when & lightening of the load produced the opposite effect.
The Watt engine was supreme almost immediately where
artificially generated power was necessary for turning shafts
equipped with multiple belt wheels. Its first application to
a cotton mill was made at Papplewick in 1785.

‘Where iron snd coal deposits lay side by side, as in north-

ern and central England, the Watt engine solved the problem

* of putting the power where it was needed. The impetus of
the various new processes was felt more and more in the ma~
chine-building industry, especially after about 1800. Often-
times it was of overwhelming advantage to place the machine
shops far from natural water power, in order to get them near
the other industries they served.

Until the appearance of the steam turbine about a century
later, the development of the Watt engine was rather in the
nature of refinements than of changes in general prineiple.

. The compound engine merely added one or more cylinders
for using waste steam. Great increases in size and power
oceurred as better matetials became available. Better design
added to efficiency as engineering practice improved and fuel
grew more expensive.

Steam- and water-driven machinery gave a new impetus
‘to the mining of jron. Coal mining was also stimulated by

+ the new demands for generating steam, and espesially by the
‘use of coke for smelting; but this inerease was less immediate
and i unpressxve than was the case with iron. The use of the
steam engine did not spread much to the Continent until

_after 1815. There iron was still quite generally smelted with
charcoal, especially in Germany, where the type of ore gave
that fuel an advantage. England’s iron production had in-

« creased about 400 per cent between 1740 and 1788, amount~
ing to about 68,000 tons in the latter year. A good deal of
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this incre&ge wasg due to the replacement of Swedish and-other
‘imported material. During the twenty years following 1788,
another increase of about 300 per cent occurred. ‘This was
also in part a relative English advance rather thanes general
European one, the importation difficulties incident to the
French wars being added to the factors already at work.
During the past few years there has been a growing real-
lzatlon of the exaggerations of earlier wnters on the Indus-

mdgment arose from a number of sources, one of which hag
been mentioned above : underestimation of the developments
before 1750. Two other very general ones, each of which
could be analyzed into several worthy of separate mention
were: (1) other factors at work between about 1760 and 1840
besides the mechanization of industrial processes were slighted
or ignored; and (2) new methods were assumed to have been_
predominant at much earlier periods than they actually were.
As to the first of these, we cannot ignore the fact that the
£ social vpheaval and war)on the Continent from 1789 to 1815,
* coupled with England’s insular position, was a8 unfavorable
to the spread of her technical innovations abroad as it was
stimulating to their development at home. Great Britain
was able practically to cut the communications of her two
chief commercial rivals with their colonies and other oversea
markets, and to appropriate these, to some extent, for her
self. With reference to France, this process did not begin
with the French Revolution, but dated from 1763, or even
eaxlior, Furthermore, it must not be forgotten that France
lost the Napoleonic wars in the end, and with them the
Belgian Netherlands, where some of the most intensive eco-
nomie efforts of the First Empire had been concentrated; or
that & new competitor, the United States, had in the mean-
time got on its fee} commercislly and started a little indus-
trial revolution of its own. While the structure of Conti.
nental society was, on the whole, doubtless more favorable u;\
economic change after 1815 than before 1789, a quarter of &

=
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century was a good deal of time to lose at the propitious mo-
. ment for hitting a hot iron, Finally, the long period of re-
action and fear of radical change which bring to mind such
names as that of Metternich and such arrangements as the
Holy Alliance did not provide a bealthy atmosphere for swift
economic evolution. England was less affected than the
Continent because earlier developments and the peace of
815 left her with the trump cards already in her hand for the
game which was, in reslity, only just beginning.

This suggests the second capital error which has pervaded
much of the literature on the Industrial Revolution, and still
does some of it. Such inventions as the steam engine, the «
puddling process, the rolling mill, and the power-driven
spinning machinery appeal to the imagination, and their
long-time effects were tremendous; but they did not iname-

. diately transform even their own industries. Mechanical
- spinning was by no means triumphant by 1815, even in Eng-*
land. In the whole textile industry of Great Britain, not to
mention that on the Continent, the putting-out system still
produced most of the cloth. ‘The financial strain of the wars
had retarded the accumulation of industrial capital, and
wery little tendency toward financial concentration had yet
.;appeared. England counted seven hundred and fifty coun-
try banks, but most of them were either private or run by
very small companies. Some official recognition of the
;changing social structure had been made. Justices of the
jpeace had lost the right to fix wages in 1813, and the regula~
tion of apprenticeship had been abolished in the following
year. These were war-time measures, and it is very hard to
say just what réle purely industrial motives played in them.
Furnaces of the newer types bad been multiplied, but Eng-
land was still dotted with the shops of amall artisans, makers
, of hardware, tools, ete.

It was in the period from 181510 1840 that power-driven
machinery achieved itsactual predominance in England. We
can leave the details until later, but the production of coal
may be mentioned here as a suggestive index. The estimated
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figure of ¢44000,000 tons for 1850 is about four times the out~
‘put immediately after the peace of 1815. Sir Humphry
Wmm;) weg, introduced.iae4815, “I1ts enclosed
e was prevented from coming into contact. with the
gases in the mines, Machine design and construction ma~
terials became largely standardized in a single generation. A
¢ylinder-boring device had appeared in 1785. Though
terials had been turned for a very long time to give them per.
fect roundness, the lathe weas developed into a practical
chine for iron work at the end of the eighteenth century:
Nasmyth and Maudsley are among the names associated
with it. The prototype of the simpler present-day forms was
made by Clement about 1818, Really efficient tools for
working steel appeared gradually during the decades which
followed. This feature of the Industrial Revolution is as
lacking in popular or dramatic interest as it was vital to the
changes as a whole.

Professor Usher gives a telling illustration of the revolu~
tionary progress in machine work between about 1770 and,
1840. At the earlier date, James Watt was struggling with
the incredible erudities of smith-work which threatened with
failure 8 machine which would not have been thought compli-
cated at the later one, In 1843 Bessemner and his brothers-
in-law set. up & machine for making TES Bronze powder used
in gilt lettering. The process was secret. “Though the
partsWere machined in different shops, these men assembled
them with a set of tools, and the machine actually ran for
forty years without the necessity of anybody else entering
the factory! What might very properly be called the *Ne
Industrial Revolution’ was impending, based upon machine
f prerision, which were to grow more and more automatic
and {ipon the vast new deyelopments in steel-making wi
which Bessemer's name is associated.

TRANSPORTARON FACILITIES

The growth of industries, even under the putting-out sys:
tem, in some regions to supply the needs of others, including
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a perforce

the movement to seaports for shlppmg abroad, v

accompanied by improvements in the means of [ transporta~
tion, Some account of this is necessary for even the most
summary,explanation of the Industrial Revolution in Eng-
land. Especially in the great expansion and mechanization
of industry after 1815, the increasing application of some of
the great inventions to this field called attention to the fact
that the making and movement of goods are only different
aspects of the same general problem of territorial specializa~
t.ion

> A series of ! turnpike acts” following 1663 marked the first
determined effort to improve English highways. Individuals, .
corporations, and communities were authorized to build toll

} foads as commercial enterprises. The amount of progress
achieved during the next century is a subject of dispute.
From the standpoint of the gentleman traveler in a coach,
there was evidently material for vociferous complaints,
That the situation was as bad in the eyes of the trader, who
was glad to be able to move his goods at all, even by pack-
horse, is not go certain. Macaulay’s extravagant account
has been bolstered up by scattered and quite unrepresenta-
tive quotations from Arthur Young, referring to the latter
part of the eighteenth century, in attempts to prove that the

_groads were practically impassable, and remained 80, There

‘-Fvere well-surfaced and properly drained roads in France,
where a modified form of Roman methods had long been fol-
lowed, but scientific construction in England began with the
work of Thomas Telford (1767-1834) and John Macadam
(1756-1836).

Telford’s method was gimilar to the French one. His
foundation consisted of a series of heavy flagstones, laid side
. by side and bound together with pitch. The surface was
formed by adding smaller stones, carefully selected and rolled
smooth. This made a wonderful road, but the process was
expensive. Mgeadam merely laid dovm'a series of stone
coatings, béginning with very coarse material at the bottom
and shading off to a surface almost as fine as dust, then roll-

.
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ing the road quite smooth and herd. Both Telford and;
Macadam laid great stress on the careful preparation of the
roadbed, ineluding provision for adequate drainage. The}-
need became so pressing that central and local goyernments§ ¢
co&perabed and by 1850 England had an adequate network of 14
main roads.

England’s backwardness in canal-building was even more) "
marked. France had & considerable gyster in 1750, an
there had been other canals, used purely for transportation}
elsewhere in northern Europe even in the Middle Ages.
notable example is the one connecting Litbeck with the Elk‘:g
and thus with Hamburg. Doubtless the faet that the ind
tries involving heavy hauling had developed late in Eng-
land is related to this situation. She imported much of her -
iron from Sweden clear down to the Industrial Revolution,
and worked it up within reach of the sea. Textile manufac-
tures could get along very well with pack-trails as auxiliaries
to the rivers and sea communications before the volume
grew too large and machines began to come in. They
needed this kind of a network, however. At this poinf we
can be pardoned for a great deal of skepticism concerning the
arguments that no considerable development oceurred before
1750,

The first English canal was built to serve the comparas
tively new coal industry, following & parliamentary author-|
ization in 1759, It was only seven miles long, connecting the
Duke of ﬁﬁakewater s collieries at Worsley with Manchester.
The builder, James Brindley, was not s trained engineer, and
seems to have worked without any reference at all to Con- .
tinental experience. Yet the difficult enterprise — involving
locks, viadycts, tunnels, and extensive cuts — was success-
fully completed. The achievement was, after all, rather

“insignificant eompared with the French Cansl du Mld_;,(
one hundred and fortymght miles in length, built under
Louis XIV in the"previous century. A considerable network .
of canals spread over England, Scotland, and Wales by 1840, .
when this form of transportation began to be overshadowed
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* by the raillway. There were about three thousand miles of

canals in England by that date, or more than three fourths

of the present system. Of course, many of them have been
greatly enlarged.
Where beavy bayling was necessary before the develop-
ment of good roads or canals, the English sometimes em-~
wloyed the so-called “tramway.” Two rows of timbers were
1aid down to serve a8 Tracks, and, later, these were sometimes
protected by strips of iron to prevent excessive wear. Event-
uzlly, as iron became cheaper, it tended to replace wood for
track construction. Besides the private tramways of mine-
owners, manufacturers, and merchants, some public ones
were built and operated on the toll principle. The perfecting
of the steam engine, and especially its success in the steam-
boat, led to many efforts to make a self-propelled vehicle.
Some of the machines were designed to run on roads or pave-
ments, others on tracks; but it was the adaptation to the
tramway which succeeded. Richard Trevithick, William
Hedley, and George Stephenson were among the pioneers.
Vi Stephenson ’s first reasonably successful_lt_)%)g@_iye was
completed in 1814. 1In 1825 the Stockton”and Darlington
ilway was opened, the first on which steam power was used.
he speed was about ten miles per hour. Five years later,
the Liverpool and Manchester line, thirty miles long, was
completed, the first to inaugurate & passenger service. Ste-
phenson’s Rocket, one of its locomotives, performed the un~
heard-of feat of attaining & speed of twenty-nine miles an
hour for a short distance. Twenty miles an hour was main-
, tained on schedule in 1838, on the new line from London to
Birmingham, a distance of one hundred and twelve miles.
y 1855 there were over eight; thousand miles of railroad in
'Wge in the United Kingdom. At first it was thought that the
‘Pailroad could be operated in the simple manner of the turn-
pikes, being rented to any person who would pay the tolls.
The necessities of management soon led o’ the operation of
, trains and the maintenance of the right-of~way by the same
people, usually organized as a joint-stock company.

’ .



THE INDUSTRIAL REVOLUTION 367

The earlier railways bore little resemblance to ours of the
* present day. In time, the various forms of track gave way
to the flexible roadbed, with cross-ties laid in stone ballast.
At first there were no telegraph lines. The tiny cars were
built chiefly of wood, and such safety sppliances as the air-
brake and block-signal system were wanting. None of the
great mechanical inventions of the period under discussion
had vast and immediate effects — perhaps those of the rail-
Wy were realized the quickest of all.
1 Although the idea of & gteamboat was an obvious one
after the appearance of N’zm:s engine in 1705, and
many inventors worked to realize it in practice, a century
went by before Fulton achieved undoubted commercial
success. By 1785 the Watt engine was & perfected mechan- -
ism of proved worth, and Cort’s improved rolling mill made
available iron plates suitable for portable boilers and fire-
boxes. We may say that the steamboat now became a cer-
tainty, to be realized sooner or later. John Fitch built one’
which actually carried passengers on the Delaware River for'
several months in 1790, It was mechanically erude, Kow-
ever, and he was too poor to perfect it — or even to use the
best materials then known, The enterprise was & commer-
cial failure. Perhaps it was still too early, & little more time
being required to perfect the machinery specifically needed,
and also machine work in general, For example, the slide
rest for the lathe was invented between this venture and the
next notable one,.

Beventeen years after Fitch’s steamboat, which ran but/.
failed to make money,,Robmﬁmed adequate ca.pl{
tal to a similar attempt and suceeeded. First-rate builder
were hired to construct a hull, and & Watt and Boulton en-
-gine was imported from Engla,nd. . The hoat wag christened
the Clermont and launched on the Hudson River, where it
made the voyage upstream from New York to Albany in
1807. Fulton ard his partner, lemgston, secured a virtual
mohopoly of the traffic on American rivers, which they main-
tained for many years before the United States Supreme

- .
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- {Court declared it uneenstitutional. The Savannsh, a sailing
ship with an suxiliary steam engine, crossed the Aflantie in -
11819; but for many yesrs longer the greutest use of steam
vessels wags on rivers or in other places where currents, close
quarters, and wind-breaks made sailing diffieult.

The first truly successful trans-Atlantic voyages made by
steamships were those of the Sirlus and Great Western,
which crossed in eighteen and fifteen days, respectively, in
1838. A year later, the Cunard Line wag established, the
first of the great trans-Atlantic steamship companies. Eries~
son perfected thé serew-propeller about this time. In an-
other quarter of & century, wooden construetion was gen-
erally giving way to iron, and steel gradually replaced both.
This transition became possible only after the Bessemer pro-
eess came into use after the middle of the century.

THE NEW INDUSTRIAL REVOLUTION
(A) BTEEL

The expression * New Industrial Revolution” is used here
purely for convenience of description, in the hope that it may
suggest the nature of a change and acceleration which took
place in the process we have been following, especially after
the middle of the nineteenth century. There is always some
advantage in retaining the conventional boundaries of perioda
like the Industrial Revolution, which grows rather than
diminishes as time and eriticism put readers on their guard
against over-sharp definitions and terms which imply too
much., Looking at the three main aspects of the Industrisl
.[Revolution — the mechanical inventions, the rise of the
actory system, and the accompanying triumph of industrial
oapitalism -— 1850 is perhaps less objectionable as a closing
date than 1840 or 1830, The extent of the transition was
fairly elear by 1850, which boundary in time includes the
more important early factory acts. Machine industry and
industrial capitalism had also undergone a‘considerable de-
. velopment in Belgium by that time, and some of the im-
portant facts about the spread of the new order outside of
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England were visible. Finally, while little shops were still
numerous in England herself, most authorities would prob-
ably agree with Professor Sée that “large»sca.le capitalistie
ipdystry already played a preponderant réle.”” The spread
of the Industrial Revolution to the Continent of Europe and
elsewhere, especially after 1850, was one of the big factors in
bmngmg on the new phase of it. This aspect is more ob-
vious in connection with organization than with the processes
themselves, and it lends itself only to the detailed treatment,
which will be undertaken in later chapters,

A new era in machinery was opened by Bessemer’s process,
which made godd steel available in huge quantities, at a
greatly reduced cost. Steel is one of the most vital keys oo‘
the new industrial developments of the second balf of
nineteenth century. Much stress has been laid upon the'
larger castings, bars, rods, plates, and rails, together with
» their effects on railways, factory machinery, structural ma~
terials, and ships. On the other hand, refinements in smaller
parts and tools made practicable such machines as automatic
lathes, which could turn out innumerable pieces exactly

. This eliminated most of the labor of fitting and made
possible the assembling even of complicated devices by a
series of workmen, each performing a simple operation with

.a few tools on an accurate time schedule. Harvestin
chinea went through the revolutionary transition’in methods
- of manufacture, and the chgap automobile is the classic ex-
ample of the new bechmqua At The beart of the ohauge lay
the unprmzement,s in the steel industry; leading to precision
in the moving parts of machines, as well as to amazingly
durable fine tools for cutting metals. The uniformity of
product made poesible by automatic machines has already
produced results in many fields suggestive of the effects of the
pnnting press in its field.

Smﬁm Bessemer was already an inventor of note, and

pa.ui some altention to the Cort process for making mal-
leable iron, when his attention was forcibly drawn to the
- soarcity and cost of good steel. A projectile on which he was.
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working just after 1850 stood the tests made by military
people; but it required a high muzzle velocity and hence a
heavy charge of powder in the cannon which fired it. As~

. sured that the invention was impracticable because of the
eost of making guns light and strong enough to handle it, he
turned his attention to correcting this condition in the steel
industry. Neither his many trials nor the technical details of
his new converter belong to this narrative. The main pro-y
blem which he solved was to get the ore hot enough to by
out the silicon and substantially all The esrbon, whereupon
steel could be made by adding the desired amount of car-
bon. Aided by a hot blast, sufficient heat was generated in
the converter which he designed to set up internal combus-
tion in the cast or pig iron. His process reduced the cost of
steel to about thirty-five dollars a ton, or less than a seventh

- of its former price.

< It was found that Bessemer’s process would not work with
ores which contained more than a very small percentage of
.phosphorus. This difficulty was finally overcome by what is
called the Siemens-Martin or open-hearth process. It was
in use before 1870, but was improved later by Thomas,
Gilchrist, and others. Its outstanding feature is a basic lime- «
stone lining which absorbs the phosphorus from the molten
iron. Both of the above processes are still in use. Some-
times they are combined in what is known as the “duplex”
process, in which the iron is conveyed directly from the blast

" furnace to & Bessemer converter, and from. it to the smaller

. open-hearth furnaces. Of late years, electric furnaces have

« been_widely used, espegially for quality productjon of the
ifiner steels,

Perhaps the most impressive change wrought in the physi-

. ¢al appearance of the modern city by cheap steel is in the
buildings themselves, The so-called “sky-scraper” would
be impossible without its frame of structural steel. Even
the floors of the better buildings are made &f reinforced con-

» crete, covered with wood if pecessary. Factories, railway
terminals, and bridges show the same influence. Many of

3
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. theaccessory developments are familiar to any one who has
watched the erection of a modern factory, office building, or
apartment house: such as power riveters, hoisting machinery,
steam heating systems, and ponderous sheet-metal fagades
made to resemble stone work.

The ships which were considered huge before 1850 would
have been amall at the end of the eentury, and they would
seem even smaller to-day. The Great-Western-of.1838 wag
too large to be practicable: 236 feet long, drawing about
1340 tons and with a horse power of 440. Steel construction .
has so incressed the possibilities for size and speed that we
bardly know what the limits are. The Majestic and Le-
viathan, sister ships taken by the British and Americans from
the Germans, are over 900 feet long, develop about 100,000
horse power, and draw over 58,000 tons. They cross the
Atlantic on a six-day schedule, which is-nearly two days
longer than the record time, whereas the Great Western took
fifteen. Since the construction of the Lusitania and Maure-
tanis in 1907, the stearn turbine has come into favor for the
larger vessels, instead of the reciprocating engine. It would
have been useless to invent the turbine in 1850, because of
the expense of turning out its myriad of parts by the methods
then in vogue. ) :

THE NEW INDUSTRIAL REVOLUTION <
(B) NEW SOURCE$ OF POWER
The coal industry itself, including mining and'distribution
by both land and ses, has undergone what might well be
called a mechanical revolution since 1850, During the last ;
quarter of the Tineteenth century, the petroleum jndustry
rose to first rank.  Since then, the emphasis has passed ffgx'nj
illuminating oil, with lubricants always important, to motor i
fuel. Certain grades of fuel oil have been found cheaper in .
the long run thgn coal for use on the ocean liners mentioned
nbove. Because of the greater cruising range and the smaller
crews required — economizing in room for quarters — all the »
great navies have been changing rapidly from eoal to oil,
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Railways, especially in oil-producing countries, have also
Jiscarded coal-burning locomivtives in' many cases. The
growth in the use of oil for generating steam was not a pri-
mary development, however, but incidental to the rising
demand for the more highly refined petroleum produets for
inbemal;qggnllgstion motors. As the consumption of gaso- ¢
1ifié B increased, a growing supply of the residual products
“of petroleum has been thrown on the market, to be absorbed
at a price which can compete with that of other fuel. Qil is
relatively easy and cheap to handle, whether by pipe-linesand
tanks on lahd or by tank steamers and lighters on the water,
Qtto and Langen put on the market the first practical gas
} eg@g_iu%g the decade before 1870, This type of motoF -
grew up with the petroleum industry, aided from time to time
by developments in machine technique and scientific know-
ledge. For example, the wide use of bicycles helped to'
evolve the pneumatic rubber fire, the chisin transmission, and
the wire wheel, with its power-economizing ball bearings, all
of which were useful in the emrly experiments with auto-
mobiles. Ignition troubles seemed almost insurmountable
until the development of electrical appliances pointed the
way to the solution. Such a growth is cumulative: use
pointing out defects in eonstruction and design, the corree-
tion of these leading to wider use, this finally to the cheapen-
ing of production, and so0 on.
Before 1900, Dr. Rudolph Diesel, a German scientist, had
> invented afd considerably perfected the type of internal-
) combustion engine which was to prove best adapted 1o tise
« in ships. "It takes a heavier and cheaper fuel tham gasoline,
which is sprayed into the cylinders and ignited by the heat
resulting from compression. The Diesel engine has proved
highly practicable for small freighters, especially those mak-
ing long voyages to out-of-the-way places, Worries about -
! coaling stations are eliminated, the cruising range is very
great, and a small crew suffices. The expense of keeping up
» gteam is avoided in case of long waits in rough roadsteads
or. badly equipped harbors. Most of the world’s freight on
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the seas, it should be noted, is still carried by coal-burning
* gteamers of considerably less than 10,000 tons, without ﬁxed
‘schedules — that is, they are not “liners.”

Especially since the World War, air traffic has undergone &
prodigious development in Europe. The figures mount inte
the millions of pounds of merchandise and the hundreds of
thousands of passengers. They would be unimpressive rela~
tive to those for railways, motor cars, and ships. Without
such a comparison, their meaning would be quite uncertain;
A critical analysis could not yet be made anyway, for the
industry is so new that nobody can tell to what extent it is a
competitor, and in what measure a mere auxiliary, of the
older system. For the airplane to become a really first-rate’
factor in European transportation, many technical improve~
ments would have to be made: in the machines themselves, in
weather prediction, in the number and equipment of landing-
fields, connections of these with the cities, ete. There are
regular passenger and express services between the principal
capitals; which by no means include all the important cities,
‘Where the distance is considerable, the load light, and speed
the all-important consideration, the airways promise to be[
supreme, for speed does not multiply the cost and danger agit}_
does on the ground.

Germany was supposedly crippled by the peace treaty, but -
he hea Torged ahesd of all her rivals ~— largely because the
military restrictions limited her to the purely commeroial
types of aireraft, while France, Great Bnta.m, and Ttaly were
left free to aim at two birds with one stone. , The factor of -
possible use in war inevitably stands in the way of much .
needed international regulation, On the other hand, a
strikingly large fraction of the present routes cross frontiers.
Governments have cut red tape to facilitate this, hoping to
encourage the industry, with war needs in the backs of their
minds. If ra.\lways, automobiles, and boats eould offer the
same facilities for non-stop runs, with efficient inspections at.)
the terminals only, Tt 5 toncelvable that airplanes might lose
some business which they now get.
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8o far, thg motor car is & mich h more serious competxtor of
[the railway. Its mobility gives it a 2 great a.dvanta.ge where
good roads and pavements already exist, since the load can
often complete its journey without being ghifted, instead of
stopping at fixed stations. It hag played an important rdle
in the newer expansion of Europq Instead of requiring a .

«big initial outlay, it can develop traffic considerably and begin
to tap its income on relatively cheap roads with fairly steep
grades and improviged bridges. This is especially true
where the climate is dry during the seasons when the traffic

- is heaviest — ag, for example, in North Africa. .

Detailed mention will be made in later chapters of the re-
newal of interest in water power, especially in those coun-
tries, like Italy, Switzerland, Sweden, and France, where the

.- coal supply is inadequate and power sites are plentiful, The
newer developments are along quite different lines from the
old. Nature has placed a large percentage of the good power
sites in rough or actually mountainous country, where manu-
factures would encounter transportation difficulties. The
railway furnished only & partial solution. A revolution has -
taken place with the perfection of the electnc d_ynamg and
motor, which permit of gencrating the power in an easily

\tranmasxble form and using it many miles away. General
plans for electrifying the railways have appeared in a number
of BEuropean countries. These bave not been limited to
places where water power is plentiful and coal scarce. Many
of them contemplate the generation of the electric current by
burning coal ip steam engines.

"« Thegleobric mators an illustration of the fact.that the in-
creasing mechanization of ‘nduséry since the middle of the
elghteentli century ‘has not tended uniformly toward con-
tentration, Standardization in a myriad of things — such
88 machine threads, sockets, drills, wire, wheels and tires,

{ spool cotton, the collar sizes in clothing, and so on almost
! infinitely, including the vast numbers of comphcated devices

« | like sewing machines, phonographs, and automobiles made by

single manufacturers, so nearly exactly alike that the parts
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will interchange — has created new fields for narrow special-
‘ists.  Some of these make parts for the manufacturers them-
selves. Others sell them to the consumers direct, either to
replace worn or broken parts or as accessories, to perform
some special service. Dises for phonographs, blades, strops
or stropping devices for safe afety razors, and the multiplicity of
attachments for motor cars are examples. No specialty is so
small that its maker cannot install an electric motor and buy
power as he uses it. Even big factories have in many cases
abolished overhead shafting, which keeps on turning even at
the moments when half the machines are idle. The electric
dynamo and motor are back of our street railway systems,
including subways and elevated tracks and the elevators in
our tall buildings. These illustrations will at once suggest\
many more of the devices impossible in 1850,

While it is not a power device, the electric light has been
constantly associated with the above dévelopments. The
candle and the crude lamp burning sperm or whale oil were
practically supreme in the field of artificial lighting in 1850.
Cities began to install gas plants on a considerable scale about
that time. The use of kerosene became general about
twenty-ﬁvg yearslaleT. A practicable arc light bad already
appeared, and the incandescent bulb was invented shortly
afterward. The economie significance of electric hghtmg,‘

especially as perfected.since. 1900, can hai ted,
All'the older s solutions were mere makeshifts in comparison
Ims,gme that it is only four-thirty in a late November afber—
noon in northern France, Night will have fallen a half- hour
ago, so far as close work is concerned. 'Tens of thousands of
machines in the Paris region alone are going on just the same
under clear, soft lights, which appear at the snap of a switch.
Some of them will change shifts a little later, and run all
night. For two months yet, the days will average shorter
than this one. A steamer is docking just now in Cherbourg, -
with a trainload of passengers and mail for Paris, as we knew
this morning from a wireless message. She is a blaze of
light. So are the docks and the custom house, and so will be
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the train, A translation of this cagual fragment of a mtuahon
into the terms of 1850 will bring out a contrast which grows
more striking as we accompany the passengers into their taxi-
cabs in Paris and start off at a miraculous pace to cover more
of the city in an hour than their grandfathers could have
done in a day. _

The mention of gireless telegraphy reminds us that elec~
tricity has revolutionized life in other ways since 1850. At
that date, the telegraph was still in its earliest infancy. No
ocean cable had been laid. A quarter of a century was yet to
elipse before the invention of the telephone. In another
quarter of a century, the wireless telegripwas still a scien-
tific plaything, but telephones were being installed in villages
and farmhouses. The wireless telephone was never a com-
mercial success until after the World War; but in the mean-
time, intercommunication at sea had been revolutionized by
the wireless telegraph,

‘ oﬁ;é& SUMMARY

It is impossible entirely to avoid dramatizing the Indus-
trial Revolution, The term itself is dramatic. But we can
keep clear of sonie of the most misleading conceptions of the
earlier dramatists, which have been pointed out by the later
ones. This way of viewing the events concerned has done
‘good, for it has enticed people to look at them with some
imagination, and even critical judgment, a little of either
being better than none. The Jndustrial Revolution did not; -
burst upon a stereotyped and unsuspecting world in 1750,
1770, or at any other time. Professor Ashley’s characteriza-
tion of it as & “‘rapid and irresistible evolution” is quite
strong enough to suit the critical mind, ~Too much attention
has been paid to a few textile inventions. Often the steam
engine iteelf has been dealt with as though it were a mere
convenience, produced in the nick of time for turning cotton
mills. This has led to & neglec} of the general development
of the machine technique whiclyis so typical of contemporary
industry. In this brief chapm]r we have attempted roughly

Lo
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to sketch what might be ealled the mechanical revolution,
‘not as & story or drama complete in itself, but in such a way
as to Tarnish the essentisl background against which the-
changes in organization must be seen. To avoid scattering
a supposed “revolution” over a century and a half on the
one hand, and thus destroying all sense of time, or giving the
impression, on the other hand, that the process was somehow
worked out and finished about 1830, 1840, or 1850, a sum-
mary of a new phase has been added, traced in even less de-
tail than the conventional one. For example, no mention at
all has been made of the typewriter, or of the newer printing
presses which turn out our%}ﬁ@ﬂﬁandﬁonthly adver-
tising with a fringe of news or fiction to aid in attracting the
attention. Whether either of these movements should bef
called a revolution is & question, but they bave to be calle
something, Anybody who will use a little informed imagina~
tion in comparing the appearance of, and the activitiesand the
goods consumed in, London, Paris, or New York to-day with
the same picture in 1850 cannot be much offended by the
term “revolution.” If he will then perform the more difficult
operation of comparing the actual, visible facts of life in 1850
with those of a century earlier, he will feel much the same
way, Those people with appetite for culture who have
understandingly read good contemporary literature produced
by the two earlier periods have an advantage in making these
solid, humdrum comparisons which cannot be quite gained
in any other way,

SUGGESTIONS ¥OR FURTHER READING

The omission of a number of works often cited perhaps calls for a word
of explanation. Several of them will be found in the list at the close of the
next chapter, on “The Factory System.” By the time both are read, the
practical reason for this division should be elear. Others of these works
are not given because their historical point of view is so much opposed to
that of the newer and more detailed studies that it would be confusing.
For this point see Usher, Industriol History of England, p. 249, and the
review of Dr. Knowles's book (cited below) by Professor Clapham in the
Eeonomic Journal, vol. xxxx, p. 229. The preSent chapter and the next
being intended in part as an introduction to the more detailed ones which

0 Y »

»
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follow, it has been thought advisable to avoid both crowding and repeti-
tion by deferring the treatment of many facts until later, This has also -
postpoued the mention of some books.

*Ashton, T. 8.: Iron and Steel in the Industrial Revolution.

Baines, B.: History of the Cotlon Manufacture in Great Britain, O, but
still useful.

Ballot, Ch.: Intreduction du machinisme dans Vindustrie frangaise,

Bessemer, Siv H.: An Autobiography.

Bowdean.: Industrial Society in England towards the End of the Eight-

eenth Cendury.
Boyd, R. N.: Coal Pits and Pitmen, chaps. 1-v.
Briggs, M.: Economic Hi istory of Engla.nd pp. 93-140.
Cantrill, T. C.: Coal Mining, chaps. 1, v-X.
‘Chapman, 8. J.: The Lancashire Cotton Industry, chaps. 1-vir.
Clapham, J, H.: The Woollen and Worated Indusiries, chap. 1v,

An Eeonomvic History of Modern Britain, chaps. v-111, v, V1.

Cleveland-Stevens, E.: English Railways: Their Development and their
Relation to the State, chape. 1-v.

Cunnmgham, W.: Grouwth of English Industry and Commerce in Modern
Times, part 1, chap, Xv; part 11, chaps. 1, 1. (Also included in the par-
tial reprint entitled The Industrial Revolution.)

British Industries, pp. 173-95.

*Curtler, W. H, R.: A.Short}lutom of English Agricullure, chaps. XIv-xIx,

"Da.mels G. W.: The Early English Cotton Industry. The Introduction,

by the late George Unwin, is especmlly illuminating.
Forbes, U, A., and Ashford, W. H, R.: Our Walerwoeys, chaps. vir, vur.
Galloway, R. L Hislory oj Coal M ining in Great Britain.

*Griffith, G. T.: Population Problems of the Age of Malthus.

‘Halévy, E.: A History of the English People in 1815, book 1,.chap. 1.

*Hamilton, H.: The English Brass and Copper Indusiries io 1880, chaps.

X-XI1,
Hammond, J. L. and B.: The Rise of Modern Indusiry, part 1t.

*Heaton, H.: Yorkshire Woollen and Worsted Industries, chaps. vio—xir.

wakmr, W. T\t The Development of Transportation in Modern England.
2 vol

*Jeans, W. T.: The Creators of the Age of Steel.

Kirkaldy, A. W and Evang, A, D.: The History and Econdmics of Trans-
port, chaps. 1-III.

Knowles, L. C A.: The Industrial and Commercial Revolutions in Great
Britain during the Nineleenth Century, 2d edition, 1922,

Lipson, E.: History of the Woollen and Worsted Indusiries.

*Lord, J.: Capital and Steam Power,

*Mantoux, P.: La Révolution industriclls au aviii* sidcls.

Marshall, L. C.: Readings in Industrial Society, chip. vir,

‘Meredmh H 0.: Qulines of the Economic History of England, book 1v,
chaps,

MoﬂEil;, L W. + England on the Eve of the Industyrial Revolution, part 11,
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Moss, K. N., and others: Historical Review of Coal Mining, chaps. 1-vir.
Published for the Mining Association of Great Britain,

Pratt, B. A.: A History of Inland Transport and Communication in Eng-
land, chaps, x-xv1,

Preble, G. H.: Hislory of Steam Navigalion, chaps. 1-IIl.

Prothero, R. E. (Lord Ernle): English Farming, Past and Present,
chaps. VIt-XvI.

Smart, W.: Ecomomic Annals of the Nineteenth Century: 1801-1820,
chap. 1.

Smiles, S.: Lives of Boulton and Wall,

Lives of the Engineers.

Thurston, R. H.: History of the Growth of the Steam Engine, chaps. 1-v1.

Unwm, G., Hulme, A., sod Taylor, G.: Samuel Oldknow and the Ark-

‘Usher, A P.; Induatrial History of England, chaps, x—xn1.

Webb, 8. and B.: English Local Government: The Story of the King's
Highway, chaps. v--vim,

lelm.ms, J.B.: A Guide to Some Aspects of English Social History, 1260~

Wood, H.T.: Industrial England in the Eighteenth Cenlury.



CHAPTER 1V
THE FACTORY SYSTEM

QUESTION OF INTERPRETATION

How far back in human history “factories” can be traced is
a moot question, the answer depending largely upon how the
word “factory’ is defined. The controversies which have
arisen about it do not concern us very much here, a8 we are
/dealing with the modern factory system, which did not exist
_before the eighteenth century, and was still in its infancy,
‘even in England, at the opening of the nineteenth. If we ,
define a factory as an industrial enterprise in which at least
one person is completely specialized to management, control,
or direction, some examples could be found in both ancient
and medieval times. Admitting the logie of this common
definition, the word ““factory” has nevertheless been avoided
in the earlier part of this treatise, simply because it invites a
comparison with present-day conditions which might lead to
confysion. It seemed just as logical, and less dangerous to
clear thought, to call the earlier concentrations merely central
shops. .

The picture of a factory which comes into our minds when
the word is used includes automatie or semi-automatic ma-
chines driven by power. Even if only & single model of one
article is manufactured, production will be broken up into
processes, and these into taska, Take the very simple case
of a small heating stove, made of sheet iron with cast iron
top, doors, grate, and base. Cutting, bending, and possibly
gtamping the sheet iron will be entirely separate from the
cast work., Besides the larger castings, there will be a
number of small ones, such as a shaker for the grate, and
probably sliding or revolving ventilators for the doors. A
good deal of drilling, assembling, and finishing roust be done
after these pieces are provided.
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Leaving mechanical details aside at this point, we have al-
‘ready been thinking of the workmen, each with his own task,
paid by the day or by the piece. They must be regimented o
14 in no earlier manufacturing system, so that the power and
the expensive time of the supervising personnel may not be
wasted, and one process not lag behind the others, Some of
the most distinctive features of this picture arise from the
1 presence of relatively-expensive machinery, representing an
 initinl énvestment which will pay only if the plant keeps up a
! fairly steady output of salable products. Each part, such
83 a gtove door, is just like the last and the next. For
example, the workman operating the specially constructed
end adjusted drill for making the holes in the door hinges
never bas to stop and think. He does not require a seven-'
year apprenticeship to learn the process. A day or two will .
probably suffice for ‘‘breaking him in,” especially as the one '
highly skilled operation of sharpening his drill bits is per
formed in the machine shop in another part of the factory,
This reference to the drills brings up another aspect of the
contemporary factory system., The small revolving tool
which carries the cutting edge of the drilling machine is not
made by the man who keeps it in order, but is produced in
large quantities and standard sizes by another concern, being-
purchased in the market by the various manufacturers and
repair men who use it. Neither does the stove manufacturer
make his own bolts and nuts. These are made and marketed
in standard sizes, with standard threads. Thus a thousand
bolts of one make could be ordered which would fit the holes
made by the corresponding standard size of drill, regardless
of manufacture, and take pny one of a thousand nuts pro-
duced by a third maker. This illustration is meant only to
8 whole, which is assumed when it is not formally eonsidered
in looking at the organization and division of labor in the
particular factory. Qur stove manufacturer certainly would
not make his own sheet iron, and might even order some of
his castings outside. Similarly, the automobile factory does
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not make its tires. Usually it buys its wheels, bearings,
electric equipment, etc. — often its bodies, and not infre-
- quently even its engines. This mere glance from s factory
window at the industrial and marketing organization outside
suggests also that the disposal of finished products is quite a
different process from what it was in the eighteenth century.
Al thig is by way of labeling the itéms which appear before
the twentieth-century mind at the mention of a factory, in
order to be sure that they do not follow us too closely and cut
off the view, when we move a hundred years or more away
from them to look at & simpler order. The factory system is
evidently not merely the product of a series of mechanical
inyentions, any more than it i of a number of other factors,
To state that the inventions made it possible calls for the re-
tort that they themselves became practicable only at certain
points in the growth of capitalism and the division of labor.
/ But capitalism mayberetmmercial, industrial, Fimnvisl, or
all of these combined. Furthermore, the capital may belong
to one person or partnership, it may be borrowed by such a
one from financial concerns (as was commonly the case in the
early cotton mills), or it may be jointly subseribed by people
who hold the stock and participate in the direction of the
enterprise. In dealing with the rise of capitalism, we should
alwily 2 'try to keep our minds clear as to whether we mean the
accumulation of eapital, the growth of those forms of organ-
ization which were to triumph later, or something else.
Finally, the phrase “the division of labor” needs to be
employed with more than the lisusl. ¢éaution and exactitude.
Increasing specialization may lead to the breaking-up of an
industry into special trades, as in the case of the wool weavers
of medieval Florence. The rise of the putting-out system
and its spread to the country in Flanders, England, and else-
where in northern Europe much latér was another example
of actual dispersion accompanying a “ division of labor.” On
4 the other hand, the fectory system is charficterized by a con-
centration of personnel, by dividing up the tasks rather than
the trades, A marked tendency to concentrate the work-
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ers and the processes was visible before the appearance of
‘power machinery. Although themechanical inventionsstim-
ulated this, if either was a primary ‘‘ cause,” we must pick the
one which appeared first. Territorial specialization is also a
division of labor, and usually signifies that others are taking
place.

Two other influences in the rise of the factory system may
serve to feed a healthy skepticism concerning this word
“cause ” and a type of historical reasoning which it too often
represents. Professomﬂg_&nglm is quite right in emphasizing
the importance of the vast increase of the European popular
tion in bringing about the final triumph of modern capitalism.
This rise dated at least from the beginning of modern times,
and was greatly accelerated after the middle of the nine-
teenth century. It is another factor which antedated the
Industrial Revolution, and doubtless helped to bring it on,
but was reinfofeed in its turn by the new order.

. The case is similar to the application of capitalism to agri-
culture, & phase of which, in England, is called the enclosure
movement. Even in Fra.nce, where the decay of “the old
régune was more retarded than in England, it was noted thg-
the puttmg—out system of cloth manufacture. ﬁourg(,
particularly in those regions where dispossessed p

were numerous. This system had already outgr the
stage of incressing diffusion before the onset of the Industrial
Revolution, and had begun a concentration which would, no
doubt, have been much less complete but for the added incen-
tive of the new machinery. Once this inceptive had ap-
peared, the developing factory systemm its turn reacted upon
the enclosure movement.

We are now in a position to see the source of a good deal of
the overdramatization of the Industrial Revolution. The
term itself was popularized by Blanqui, who used it in 1837.1
This was in the midst of a series of factory acts which recog-
‘nized a new order of things and attempted to make some

 Cf. Anna Besanson: *“The Early Use of the Term Industrial Revolution,”
in Quarterly Journal of Economics, vol. xxxvi, pp., 343 ff,
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necessary adjustments. Not only did the factory workers
obviously need protection, but the hand weavers outside
were suffering even more from low wages and poor living
conditions. Looking at the factory system at that stage in
its growth, its most important feature seemed to be the ma-
chinery. Riots in which machines were broken up had
taken place in England, notably in 1811-12 and 1835, but
others earlier and later. They seem to have been entirely
suspended in France from 1789 to 1815, but appeared again
after the peace, though never to the same extent as in Eng-
land.
One school of writers on the Industrial Revolution has al-'
ways defined it in such mechanical terms that it appears as
“the “cause” of the factory system. The two are, of course,
as inseparable as a Sccesston-of hens and eggs, and the injec-,
tion of the idea of “‘cause” is merely a source of confusion in
thought. This highly mechanical explanation of the rise of
the factory system is still with us in the well-thumbed works
of many writers.!
There are two other main types of special explanation of
~<the economic changes of the past century and three quarters.
one. mentioned above owes much of its logical com-
yleteness to the emphasis placed by the others upon the ma-
; chines; In these latter, however, particular stress is laid
. upon enterprise and organization. Both grew up amid the
actual, visible benefits and evils of the new order in a period
of fairly rapid change. They had an intellectual atmosphere
) also, which iy somewhat foreign to us after the passage of
years. At the elose of the present chapter, we shall briefly
take up some of the more formal doctrines in their relation-
ship to the process of economic development. For the pre-
sent, we may remind ourselves of the wave of individualism
and impatience at state regulation which swept over western
Europe at the end of the eighteenth century, and of the

% Professor Usher singles out Gibbins by way of illustratién. Another
example is Charles Beard’s delightfully written book on the Industrial Revo-
lution, which atill has & wide circulation, though it waa a product of his youth
and does not coincide with his mature views.

‘ [
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French Revolutionary enthusiasm for “liberty,: equality,
*fraternity”; that Adam Smith lived and had followers; and
that the early nineteenth century, like every other period,
had its own way of thinking about human society. Ours,
perhaps more than many of us realize, tries to follow a type
of reasoning which biological science has found useful in its
field during the past fifty years more or less. A century ago,
thought about social or economic processes was less likely
to follow the methods of laboratory scientists than those of
the current philosophers, among whom Hegel was extremely
prominent. The idea of “evolution’’ — perhaps *“progress”
would be a better word — was- present; but it tended to
picture history as moving in some “moral” or “spiritual”
gense toward human freedom and higher types of organiza-
tion. This would be no place to attempt any explanation of
the importance then ‘attached to the logical completeness
of systems of thought, or to give any account of the corre
spondence deemed to exist between the “thought process”
or idea and the real world or obJect T
Liberty became identified in many minds with extreme
individualism, which, earried far enough, becomes anarch-
ism. Reacting from the restrictions of the older mercantile
policies, the doctrine of lajssez-faire or economic liberty went
pretty far in the other direction. The suggestive name
. “Econgmie Liberalism’’ has been given to a school of thought
from which sprang the second of our three general types of
interpretation of the Industrial Revolution. All state inter-/+
ference with private enterprise, including regulation by
tarifls, was condemned on principle. This attitude was often
tempered by a humenitarianism which admitted at least 2
tempnmry Dpecessity for some pubho interference in economic »
matters, for example in the passage of factory acts to protect
women and children, Nevertheless, a certain moral convie-
tion remained that somehow the course of evolution would
vindicate economic freedom and individualism and the
temporary wrinkles would be smoothed out. The Industrial
Revolution was an obvious subject for economic sermons of
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this type, showing how the processes of history had been
leading inevitably to laissez-faire. / Toynbee’s Lectures on the
Industrial” Revolution of the Eighteenth Century in England
form one of our contacts with & late and intellectually re-
gpectable version of this view, which also appealed to Cun-
ningham, himself originally & clerie,

A third and much more variegated type of explanation
was Bivengreit Vogue by, Karl Marx, the German socialist,
though the real kernel of it is held by many who dissent en-
itirely from his general economic philosophy. That kernel is
the interpretation of the Industrial Revolution as a phage of
the rise of modern gapitalism. Marx criticized Hegel * for
‘assuming a sort of mystical directing spirit back of history,
and trying to get in touch with it through the processes of his
own mind rather than by careful observation of historical
reality. Ostensibly, Marz’s own system was founded firmly
and golely on such observation, and this contention was made
the basis for his claim to have introduced a new “material-
istie conception of history.” KEven those who suspect that
he found what he was looking for can hardly deny that the
method of procedure suggested is sound if carefully and
judiciously pursued. Marx’s materialistic conception of
history, however, included much more than practical direcs
tions for historical research, Except for the moral or “spir-
itual” bias, he kept most of Hegel’s elaborate scheme of
reasoning by piling up negations or antitheses. Whatever
bis motives in picking the rise of modern eapitalism a9 the
avenue for approaching and traversing the Industrial Revo~
lution, and however wrong his conclusions mey have been,
the method has been exceptionally fruitful as pursued by
more recent scholars, This is not because of its merits as
8 special explanation, but largely because, if conscientiously
and thoroughly followed, it partakes less of that nature
than the others. Historical perspective, becomes possible,

1 In the preface to the second edition of Das Kapital. The attempt to reform
Hegel's *dialectic,” and hence the germ of the *materialistic conception of
history,” dated from Marx’s Einleitung sur Kritik der Hegelschen Rechtaphilosos
phie, published in 1843,
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.and the sbsurd detachment of the Industrial Revolution
from the conditions which led up to it is partially avoided.

Later writers like Sorbart and Mantoux owe Marx more
than is apparent at a glance. For if the development of
business organization is to be the main theme, there is no
need to begin the Industrial Revolution in midair with the
invention of & flying shuttle, a spinning jenny, or a steam
engine, If any of these, or all of them, had actually ‘caused’’ »
the appearance of the factory system, it would still be neces~
sary to explain the “cause” of the cause, or admit that the. -
account was very unsatisfactory as history. On the contrary, -
to any one who has read a little about the earlier period of
European expansion, it is clear that capitalism bad a long
course of development before it became predominantly in-
dustrial, and that the transition was not sudden.

The historical explanation of the rise of industrial capital.
ism which has steadily gained ground in the past few years is
not that of Marx, though it owes him a good deal for its
central idea. It deals with the rise, and later the decline,
of loissez-faire individualism merely as facts to be noted.
While the effects of the ‘mechanical inventions are not neg-
lected, neither is the perfecting of machine processes torn
from its setting of organization and turned into a *moving
finger” which writes history by itself. In other words, this
explanation is multiple or eclectic, not special. If it chooses
one path mth'éi’iﬁsﬁﬁﬁther for threadihp-its way through
the maze of events, it is merely because that one seems to be
the most convenient and on the whole to offer the best view.

THE RISE OF INDUSTRIAL CAPITALISM

The distinetion between extractive and other industries is
artificial from the standpoint of organizetion in many cases,
and to be respected largely because of its age. For example,
a coal mine is no¥ called a factory, though it may be run
largely by machinery. As slready noted, because of the
required outlay of capital many mines became joint-stock
enterprises at a period when most of the cotton mills were
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not. This factor of necessarily large initial investment and
heavy overhead expense in the rise of industrial capital-
» ism could not exert its full force in the textile trades until
power-driven machinery had achieved a crushing superiority
in efficiency, threatening first the profits and then the liveli-
_hood of competitors. Neither the flying shuttle nor the
" Epinning jenny forced the concentration into factories. Both
were hand devices, as useful in rural as in urban industries.
/This was not true of either the watér frame or the mule.
3 Even these did not affect the wool industry much at the out-
set. Its general concentration took place decades later,
, especially after the development of commercially suceessful
i power loomns.

Marx laid a good deal of stress upon the réle of the manu-
facturer in the rise of eapitalism — far too much, it is now
conceded.! Charles Ballot has made it clear that Colbert’s
favors to royal and privileged manufacturers did not lead to
much industrial concentration, Even at this time there was .
8 recognized distinction between the craft master in the
Lyons silk industry and the merchant master who put out
his work. The particular year for which we have the text of
& regulation as proof is 1667. In 1744 — nearly a century
later — the salaried dependence of the craftsmen upon the
merchants was legalized. Asin the case of cotton, an expand-
ing market gave the advantage to the man who could keep

 Though Marx’s atress on the réle of developing capitalism was in » sense a
spnng-board for others who have done much toward bringing up the facts and
amngmg them muo a more reali of modern indug-

own' P of the process was la.rgel ly wrong. Labor, he

thought, had to free itself from its outgrown shell of medievabrestrictions; but
the disintegration of the system liberated forces which were seized upon by
capitalists to place new restrictions upon laborers, aided by the States. The
concentration of capital in the nineteenth century was, to his mind, proof that
italism was itself app ng a break-up, freeing newfomea likewise created
bylabor He did not seem to appreciate that lism was also
part of the ization which outgrew its medieval shell, and that the early
modern restrictions were not only the lineal descendanta of the medieval ones,
but were setually less rigid on the whole. ther didMarx recognire the vast

difference b early mod italism and the ing indus-~
trial capitalism of hlu own ume History was thus dramatised by slurring over
a multitude of sinall, g in order to eollect them into & couple

of big, mvoluuonary ones — ong of them still in the future
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in touch with it and the one who could put up the required
" capital. Convenience tended to bring these two together in
the same person. 'The gilk market was against the craftsman
in another way. Fluctuations in style made it increasingly
difficult for the man of small eapital to assume the risks.

The first considerable application of power-driven ms.-l
chines to the textile industry was in the silk throwing mills!
for taking the fiber from the cocoons. TCooke-Taylor quotes'
& statement, that one John Lombe brought this device ta
England from Italy about 1715, Building himself a factory
an ¢ightD of a mile in length on the banks of the Derwent
which turned out over three million yards of organzine a day.
Mechanieally, silk lent itself, like cotton, to machine pro-
cesses; but the market for it did not prove capable of any such
extension. Perhaps it would be more realistic to state that
the supply of raw silk was more deﬁmtely limited and re-
quired more  Jabor to” get; that the price was, therefore,
necessarily too high to compete with cotton in quantity pro-
duction, and that it was in this field that machinery was
to be supreme. The French Revolution also burt the greatq
centers of the silk industry, like Lyons.

Arkwright’s first water wheel of 1770 marked the beginning
of power machinery a8 an tiflueice in concentrating the cott
ton industry. Power devices had entered glass and paper
mwanufacturing in a sma!l;,way, and Smeston’s cylinder
blower, together with coke firing, had begun its centralizing
pressure upon the iron business. Most of the concentration
which took place béfore 1770 was evidently forother reasons.
A few big shops have attracted a good deal of attention.
Professor Sée tells us that over half of the eloth manufacture
of Reims was carried on in this way, and still more in Lou-~

., viers. The main reasons were to save transportation costs
and facilitate supervision. These cases of concentration were
not caused by pqwer machinery, nor did they immediately
lead to its use. The organizers were still primarily merchant
capitalists, The putting-out system was far more general,
and even the gild hierarchies survived in some places.
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- Certain technical peculiarities of the cotton goods in-
dustry, which manifested themselves undes.the putting-out
system, had a great influence upon the swift growth of eapi-
taligtic methods. These peculiarities themselves, as well as
the form of organization which they stimulated, tended to
produce concentration, and the whole situation as thus
shaped was favorsble to the advent of power machinery.
fThe printing, bleaching, and drying of cotton goods for the
petual market as it then existed required a great deal of space
and fairly expensive equipment. Furthermore, these finish~
ing operations ealled for considerable stocks of materials, in~
cluding cloths and coloring matter. Back of it all was an in-~
creasing volume and diversity of demand which kept splitting

. up the skilled operations and creating new ones.

* This growth called for more and more eapital, which was
applied at the end rather than at the beginning of the long
series of processes; but this finishing end of the series was
also the one nearest the market. The result was a quasi-
commercial, quasi-industrial capitalism — a sort of transition

 Stage. For at least a century before 1770, urban society had

ibeen increasingly dividing itself into laborers, wage-earners,
or proletariang on the one hand, and on the other an employ-
ing class of capitalists for which they worked. Ag industry
grew in importance relative to commerce, and concentration
set in, this tendency increased, but it was no more a simple
product of power machines than the machines were of it.
The introduction of water frame and mule spinning gradu-
ally upset the business organization as well as the technique
of ¢otton manufacturing in 8 curious way. Instead of being
st the marketing end of the series of processes, spinning was
almost at the opposite end. - Pirenne ! haa pointed out that
the new industrial eapitalists who grew up with this formerly
1 “Btages in the Social History vf Capitalism,” American Historical Review,
April, 1914, vol. xx. See also George Unwin: Samusl Oldknow and the Ark~
wrights. Charles Ballot, in his L'introduction du maciSnisme dans Vindusiris
frangaise, comments on the same situation in France, Pirenne emphasises the
importsnoe of new blood in all the trunsition periods during the rise of enpital
ism. idently the self-made American captain of industry is not & unique
figure in economic history. |, , -
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despised process were quite generally self-made, not the mer-.
* chant-manufacturers who had been prominent in the cotton
industry or their sons, Some of the men who founded cotton
mills had been prominent in other industries. For example,
the Frenchman Frangois Perret, who set up a cotton factory
at Neuville in 1780, had been a silk manufacturer in Lyons.
In times of swift change, old firms are often handicapped by
the very size of a business with established connections and
traditions.
. In the last chapter mention was made of a tenfold in-
crease in Ameriean eotton exports during the decade before
1800, at the opening of which the eotton gin was perfected.
During this decade, English exports of cotton manufactures
rose in value from £1,662,000 to £5,406,000. This was just,
at the time when France was handicapped, relative to Eng
land, by revolution and war. = Cotton was given a sudde
increase in advantage over silk, which industry was further
hampered by the events of the period. England’s substantial
and growing supremacy at sea from 1793 to 1815 put her in
& peculiar position 1o réspect of & growing industry which
| depended upon imported raw material and needed export
i markets. She made the most strenuous attempts to keep her
improved textile machinery from reaching her competitors,
enjoyed a monopoly of the one practicable type of. steam
engine, and was the one country which had considerably de-

veloped iron smelting with coke, Her command of the gea f

perpetuated itself in war-time by keeping open to her and
“largely closed to her enemies the best world sources of naval
stores and shipbuilding materials.

For decades the greatest advantages of power machinery
accrued to the earlier processes in cotton manufacture —
notably¢ ginning and spinning)y— rather than to the later
ones, nearest to the marketing end. Just how much influ-
ence this exerted upon the growth of distinetively industrial
capitalism in the business is hard to estimate. The industry {
was split into two camps. 'While the merchant eapitalists
who clung to the putting-out system held a large share of the

. . :

“.

-
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‘market, they depended upon the industrial captains of the
spinning machinery for their yarn, Of course, this depend-
ence was mutual. As the industrialists grew wealthy and
the volume of their production increased, they clashed more
and more with the merchant-manufacturers, The milla
extended their operations further down the series toward the
market for finished cloth. Thig amounted in practice to a
growing domination of eommerce by industry.

v The decisive stage of the transition in England was between
about 1820 and 1840, when the putting-out system encoun-
tered the deadly competition of power-driven looms.. We
may. say that the factory system was fully established in
ﬁ;illand by the later date and certainly predominant in the

. textile industries by 1850. The perfection of weaving ma-

hinery enabled this system to establish its supremacy in the
ool and silk trades, a8 it had already done in most grades of
tton and Tinen.

. LABOR CONDITIONS
There is no more intricate tagk in economie history than to
trace the effects of the rise of the factory system upon social
classes.  As early as the thirteenth century, even in northern
Europe, the(wage-earning journeymenyin some trades had
shown a sufficient consciousness of their common interests, as
opposed to those of their employers, to form associations snd
attempt concerted action. Laws and regulations were passed
against the practice. In other words, neither group in the
growing division was entirely unconscious of it.) A real
» proletariat existed in some of the Flemish towna which manu-
factured for export at the end of the Middle Ages, dependent
upon its wages from employers for its daily bread. As re-
marked ubove,(:the spread of the putting-out system, es-
pecially in the seventeenth and eighteenth centuries, but
¢also in the sixteenth, greatly increased the numbers of the
proletariat, and the weakening of the older form of appren-
ticeship tended more and more to fix this class in its purely
wage-earning role, -
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Every age has had its changes. It is these rather than
any sort of stable conditions, however bad, which bave pro-
duced unrest. Whenever the changes have been swift, they
have brought dislocation, misery, cries of ruin, and beliefs
that what went before was better, Not to go back to John
Ball, we may recall Thomas More’s labors and writings to
check enclosure (sixteenth century), and Goldsmith’s De-
serled Villoge (eighteenth century). Labor conditions under
the factory system fall under & number of different though
related subjects, which should be treated separately to avoid
confusing them. TUnfortunately, the most important one
historically is the one on which we have the least information:
the exact effect which the concentration and mechanization
of industry produced upon working-class life as 7 actually was
just before the Industrial Revolution.

We can state positively that the factory system took the
labor of men, women, and children out of the housebold.)
The concentration enables us to see conditions in the factory
with exceptional clearness. About such vitel questions in
the comparison as the labor of women and children under the
putting-out system, we do not-know as much as we should
like. How much worse off, if any, were the early factory
workers than their more numerous competitors outside?
Both were mainly wage-workers, Just before 1840, in Eng-
land, when the commercial capitalism of the weaving process
was engaged in a losing fight with the rising captains of
industry, the wages and conditions outside the factory were
probably the worse, on the whole. To what extent were
both due to the fact of swift change incident to the rise of the
factory system rather than inherent in the new order itself?

Even if we could answer all these questions positively, the
general comparison suggested at the outset would involve a
pretty detailed knowledge of the conditions under which the
fathers and grandfathers of these workers of 1820 or 1840 had.
lived and labored. We should see immediately that these.
differed enormously between industries, and from Yorkshire
to Kent or from Brittany to Flanders. Much of the literature
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"Don this subject partakes of the nature of propaganda, and
avoids setting up or acknowledging any resl standards of
comparison. ‘The historical vice of suddenly beginning a
narrative like that of the rise of the proletariat in the middle,
and of failing to suggest what it is that is being compared, is
that there is always an implied standard: that of the reader,
who lives in a different age and place, and probably belongs
to quite another social stratum. To give a mild but perhaps
suggestive example, some volunteer American relief workers
in Europe during the decade of the World War regarded a
peasant ag in misery if he did not have leather shoes.

‘Where the putting-out system was rural, and in the regions
where the peasants involved still had cultivable land, real
misery does not seem to have been very general on the eve of
the Industrial Revolution. Conditions were likely to be
worse where the workers were landless. Another factor was
the amount of concentration. Even an enterprise which
was chiefly centered in a village, and formed the source of
livelihood of most of the (villagers, might still be called
“rural.” In using the word *craftsman’’ for this period, it
should be recalled that the man designated may very well be
# wage-earner, working at home for a clothier. Still another
situation presents itself where the putting-out system oper-
ated in a town, and a fourth where it was much modified or
abolished by collecting the workers in a central establish-

’ {ment. All things considered, the order in which these four
T

ough categories of workmen and conditions is given would
fseem to be the correct one in & descending scale of well-being,
"The first class tended to lose its land, the second to be col-
lected in a town or an industrialized village (which is the
! game thing except, perhaps, for less diversification of in-
\dustrial and commercial life), and the third to be concen-
*!trated in & central workshop. What the new machinery did »
was to increase the amount of dislocation and the movement
of population toward the centers where the workers were
subject to more discipline and regimentation. Ouly those
who had land bad been independent, as a class, before.
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There were still vestiges of_ crafts which had not fallen under
the sway of the ] putting-out system. These now had to
struggle against a new form of capitalism as well as the old
one, to maintain their independence.

As long as work continued.to be done in the homes, the
women and children worked chiefly with the men of their own
families. They were certainly overworked, undernourished,
and badly treated at times. In organization, the putting-
out system resembled nothing in the contemporary world so
much as the sweatshop, which can be tolerable or very bad.
‘If misery was not always increased by the introduction of
“factories, it was at least massed and made conspicuous.
Eventu}a.lly, this fact helped to bring about protective legis-
lation.

{ When the workers entered the new industrial towns, they
did not find well-eqmpped dwellings, but rather hastily
erected shacks and tenements,? The factories themselves
had arrived so swiftly that most of them were crudely built,
from the standpoint of safety and health as well as of com-
fort. For the first time, women and children were employed
on 8 large scale in work which separated them from their
homes during the entire working day. 'Great as were the
abuses of woman labor, the most dxstmssmg aspect of the
new factory system lay in the genega_l | employment of young
children, Much the worst evil was that con;uecbed with the
utilization of pauper appmntlees. ';

@ireat numbers of poor children/were to be found in the
cities of southern England, Gupported out of the poor-rates.)
As soon as the demand for child labor developed, poor-*
authorities began to{farm out these apprentices to manu-
facturers in the northern townsostensibly as “apprentices” )
to learn & trade. Once the authorities of London, for ex-
ample, had sent these children out of that part of the coun-
try and given up control over them, there was no one to look
after their interests. The only curb upon the oc¢asional
employer wha was devoid of humanitarian sentiments was °
the fear of starys,tion, epidemics, or a mortality so terrific as

L
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actually to create & scarcity of labor. Various cases of work-
- ing days of fourteen to eighteen hours for children under
fourteen. years-of-age were found by factory investigations,
and the wages paid were pitifully low.) The following testi-
mony of a father of two working boys, given to the factory
commissioners in 1833, is a sample of the worst conditions:

My two sons (one ten, the other thirteen) work at the Milnes’
factory at Lenton. They go at half past five in the morning; don’t
stop at breakfast or tea time. They stop at dinner half an hour.
Come home at a quarter before ten. They used to work until ten,
sometimes eleven, sometimes twelve. They earn between them
6s. 2d. per week. One of them, the eldest, worked at Wilson's for
two years at 2s, 3d, per week. He left because the overlooker beat
him and loosened & tooth for him. I complained, and they turned
him away for it. They have been gone to work sixteen hours now;
they will be very tired when they core home at half past nine. I
bave a deal of trouble to get 'em up in the morning. I have been
obliged to beat ’em, with a strap in their shirts, to pinch ’em, in order
to get them well awake. It made me ery to be obliged to do it.

(Thg following table, condensed from one in Bowley’s
Wages in the United Kingdom in the Nineteenth Century, indi~
cates the amount paid per week to leading types of English
laborers between 1795 and 1833:

1796 1807 wu 1833

. 4 . 4 d. . 4

London srtisan...... IS 25 0 30 0 3 0 8 0
inei i . 17 0 2 0 24 0 22 0
12 0 14 0 8 0 4 0

9 0 130 9 8 10 6

+It will be noted that the changes, in terms of money, were not
great for the period. These figures are for men, ‘The pay-
ment to women and children was much lower, averaging from
four to nine shillings per week. With the low wages, the
absence of healthy forms of recreation, and the long working
day, it is not surprising that immorality was prevalent, as
about the only method of breaking the monotony of in-
* dustrial life, The drawing of women and children into the
factories on a really large scale in England was stimulated by
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the Napoleomc wars, when men were harder to get, but the
practice was continued because it paid.

Even the most elementary hygienic laws were ignored.’
Ventilation and heating were often absent or inadequate.
No provision was made for rest rooms, or the other comforts
now common in well-equipped factories — or the medical
services now prescribed by law. Machinery was generally
unprovided with guards, (Fatal accidents were frightfully
common, and maiming even more so. The relatives of the
deceased and the injured were rarely able to collect darages,
a8 the common law required proof that the employer was
directly responsible for the accident.) Aided by a good at~

- torney, he could usually lay the blame upon the employee

himself or invoke the negligence of a fellow servant, which
was also sufficient.

* Labor conditions in the mines of England at this time were
even worse thap in the factories. Women and children were
extensively employed in underground pits from twelve to
gixteen hours per day. Wothen were ttilized to push or
draw coal carts, particularly in places where the roof was too
low to allow a donkey to pass through., Children of four and
five years of age were used in the mines as “trappers,” open-
ing and closing doors for the passage of carts of coal, ghe
wages paid to these women and children were scandalously
low, averaging from 2s, 6d. for the young children to 123, per
week for the very best women.)

It would be easy to charge such conditions to the inherent
moral turpitude of industrial eapitalism, and easier still to
attribute them to the swift rise of the factory system, We
must be slow about measuring the amount of humanitarian-
ism at the opening of the nineteenth century by the stand-
ards of our own time. Penal codes were still frightfully
severe. Public torture of convicted criminals had hardly
gone out of fashion, and the idea that people should not be.
tortured to get ‘confessions before conviction was still new.

(The same combination of circumstances which enormously ,
stimulated child and woman labor — the effects of the French
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and Industrial Revolutions — abolished slavery in the end,
passed sweeping lahg_.leglslatlon,‘softened eriminal proced- '
ure, and created a world in which acts would be considered

trocious which passed as s matter of course in the eighteenth

eptury,

{Moreover, conditions were worse, on the whole, in the
Ismaller enterprises than in the big ones, and things now al-
most incredible went on outside. For example, we may take
the notorious and terrible case of the chimney sweeps. Many
of the chimneys were Jess than a foot square ingide, Children
were taken at three or four years of age — and sometimes
stolen — for this work. They were pushed up through the
chimneys, often while still hot, Many were burned to death,
lost in side flues or smothered. Permanent disfigurement or
loss of eyesight was commoner than death outright. The
hardiest child could not get used to the work for many
months, These unfortunates were treated practically like
animals, having their food t.hrown to them and bften going
unwished for years. Serious atiempts to abolish the evil by
law were initigted as ea.rly as 1804, but théy repeatedly died
in Parhp,mggfj especially in tﬁ"“'m)use “of Tords, the strong-
-hold of the landed interests rather than the industrialists,
In fact, & majority of the larger employers supported the re-
form legislation, including the factory acts. Adolph Blanqui
noted more than three quarters of a century ago that it was
particularly smaller, poorly equipped manufacturers who had
to cut wages and grind their help in order to compete with
the bigger, better organized plants.?

The factory system involved so many different elements,
gome old and familiar, others new and strange, that even
those who recognized a situation which would have to be
regula.ted were at firat unable to see the problem as a whole.

he wage system had crept in as a feature of the puttxng-out

ystem. / As the capital investment necessary for mining in-
treased, and machinery such as pumps became more general,
the problem of regular hours and discipline arose. In the

1 Des classes ouvridres pondant Vannde 1848, pp. 4245,  Paris, 1849,

- «
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,occasional central shops of the cloth trade the situation was
similar. The factory with power-driven machinery rendered -
discipline and regimentation absolutely inevitable, if con-
fusion and chaos were to be avoided. A supervision based
upon personal contacts would not meet the situation created
by the bringing of scores or hundreds of workers under one,
roof. Rules had to be made defining the hours of labor, the)
assxgnment of individual tasks, the attitude of the employee,
in his relations to the employer, details of conduct within the

actory, and even the matter of orderly entering and leaving,
Arkwright was one of the first to devise an adequate code of
factogy discipline, and his system was so successful that it

{ was widely copied, becoming the basis for-much more elabo-
rate ones later} So intricate has the code become in some
places that its complete and literal application would paralyze
the operation of the plant. This situation has been seized
upon by certain radical labor organizations, which have
practiced peaceful sabotage solely by carrying out the rules
with great thoroughness and literalness.

(Two general sets of problems, coming together at vanoua
poirits, arose from the very y pature of the facw -First, it
was an économic institution; involviig an investment in
machinery which must be kept turning, Second, it was a
social_institution, aflecting all the others, mcludmg the
faxmly and the State. ) Evenasa competing economic unit, it
had to find by experience what the limits were beyond wlnch
& ruthless exploitation of the workers did not pay., This
was not one problem, but an intricate series of problems,
What would pay one manufacturer, temporarily, might not
profit him in the long run, or another at all. The perma- .
nent interests of all the manufacturers put together were
more bound up with the well-being and purchasing power of
the workers as consumers than was at first realized.( Finally,.
the State, as the guardian of the common and permanent in
terests of everybody within a large area, including the gen-
erations yet to come, found it It necessary to | to mgulate many-
factunng.
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‘When this necessity became apparent, which was pretty
early in the history of the factory system, it found in the way
not only private interests and prejudices, but also a vgst np-

,gt,aj,mx,aa.tg what kind_of regulation was required. The
working class itself was at first quite conservative, seeking
protec_gsm #nd relief in the application of old laws such as
the Elizabethan Statute of Artificers in England. From the -
start, there was a hostility toward the machines themselves,
which were sometimes broken up by mobs when the misery
became acute, as in the case of the I?u_@i_te_g?_numuz. Y
Reformers from the more fortunate classesalso directed their
efforts mainly to the correetion of specific abuses, beginning
with the condition of the apprenticed children in the cotton
mills. These waifs from the workhouses were supposed to
be learning a trade, but were often actual industrial slaves.
In a peculiar sense, they were the wards of the State. For
that reason, the State could regulate their treatment by em~
ployers without making a frontal attack on laissez-faire sus-
ceptibilities or stirring up the ery that it was invading the
sacred precinets of the family. Nevertheless, there was no
logical place for public control to stop, once started. It
spread to other groups of children, to women, t0 men, and
from one industry to another, until eventually it dawned
upon people that there was a principle involved.

EARLY LABOR LEGISLATION

The changes in the economic and social structure of society
which matured in the factory system were at least revolu~
tionary enough to render obsolete the mass of 13bor legisla-
tion accumulated through centuries. Apprenticeship, which!
bad been so important in medieval and early modern regula~
tions, had ceased to exist in some of the new industries. In:
others it did not inean at all the same thing which it had in
earlier times. A large and permanent clasg of wage-earners -
wag one of those disconcerting things known as facts, which
have to be recognized sooner or later. ' This class had its
peculiar interests, some of which it gradually came to regard

» !
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asrights. These have a way of becoming Jegal when a great
many people agree upon the same ones. For the aspirations
of a group to become law, there must be leaders. 'We should
probably pick Robert, Peel and Robert Owen as the two men
who did most to bring the need of Iactory regulation before
the English people up to 1820. Both were manufacturers, |
Besides various sanitary and educational provisions, Peel’s '
“Health and Morals Act”” of 1802 forbade the apprentice-
ship” of children under niné in the mills, limited child labor,
fo twelve hours a day and prohibited night labor altogether.)
It did not touch the smaller establishments with not more
than three apprentices or twenty people in all. Neither did
it prevent parents from taking their children to the mills to
‘work. War with Napoleon broke out again almost im-
mediately, and the law was largely 3 dead letter during the
trying times of the next dozen years./ Itsscope was too nar~
ow, and the loose system of inspection provided might have
broken down even under more favorable conditions. During
the very month in which the battle of Waterloo oecurred,
Peel proposed to the House of Commons that the earlier act
be extended to include non-apprenticed children. This was
not done, but a parliamentary committee was appointed in.
1816 to investigate the whole subject.

In spite of the trials of a reconstruction period fEeeland
Ovwen, armed with the findings of the oommittee,(succeeded
in foreing through a new Factories Regulation Act in 1819)
This measure brought all ¢hildren under the provision of the
earlier one, establishing nine years es the minimurn sge of
employment in cotton mills. The twelve-hour day now in-
cluded one and a half hours for meals and applied to children
up to sixteen years of age, and nine hours was fixed as the
maximum on Saturdays. There was a gréat deal of opposi-
tion to this act, and it was badly enforced, in spite of special
provisions passed.ater. It interfered with the exploitation
of children even by their parents. {Laissez-faire sentiment
in economic thought was growing, given a peculiar turn by
Malthus’s views on population and those of a rising school of
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AY
economists on wages; Malthus had suggested in his famous,
essay that a population which multiplied must tend to press
upon resources which he thought could be increased only by
addition under the conditions then existing. Some econo-
mists were a little hasty in deducing from this that wages
would hang around a level of bare subsistence, since if they
were improved the slack would be taken up by further in-
creases in numbers. Short hours were frowned upon as
breeders of idleness and vice. Neither the employment of
women and childrén nor the approval of it was new, Defoe
bad rejoiced s century earlier to see in a Yorkshire town

‘““searce anything above four years old, but its hands were

sufficient for its own support.”

Adam Smith had contributed to the late eighteenth-century
enthusiasm for scrapping economic regulations in general,
and commercial ones in particular. e prohibition of wage-
earners’ (journeymen’s) associations in earlier times had been
part of a system of regulation which also forbade combina~
tions of employers (masters) to control an industry?and main«

‘tained & minute supervision of commerce and prices. er-

chants had more and more broken away from this during the

&commercial revolution, and at the end of the eighteenth

\century many people deemed free trade possible, even be-

1 tween nations. This tendency and spirit had spread in in-
dustry during the long growth of the putting-out system,
which was dominated by merchants. (Early in the nineteenth
century, there was a general failure to recognize that the
creation of a .permanent wage-earning class which had to

. bargain with ever larger and stronger industriil and com-
mercjal units must inevitably lead to organization sooner or
later) ¢Combinations of workers were forbidden, not only by -

\the English common law, but by an ancient body of statutes.

well.

... (Thirty-four of these ncts, the accumulation of centuries, «
were abolished in 1824, and an act authorizing peaceful
combinations set it their place) {I'his new law was replaced
the following year with one which withdrew most of the

X "

-
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privileges it conferred, but the mass of old legislation was
‘dead. Revolutionary and Napoleonic France bad been
equally severe with workingmen’s associations for bargaining
purposes, and had shown some of England’s laxity in per-
mitting other combinations to spring u BSI There were sur-
vivals of the old compagnonnage of the gild period, and also
of the mutualité of pre-Revolutionary times. Both had more
or less ritual. The traditional function of the first was to pro-
vide hospitality and companionship for wandering journey-~
men, and the second was an organization for mutual aid, as
the name suggests. By about 1825, the factory system was
beginning to take hold in France. This growth was accom- |
panied by the rise of a new type of association, the ““resistance
soclety”’ (société de résistance)}, which was frankly a combina-
tion for bargaining strength.
is early growth of unionism was a factor in the whole
problem of labor legislation, not so much because of anything
the unions could openly do as of the solidarity which they
manifested and promoted. - Unions were not permitted by law'
in France until 1884, but enjoyed sixteen years of “tolem-‘
tion” previous to that time) Since the Government did not
allow them to do anything more immediately practical ing
their own interest, they weng in for sogialism, the real cradle
of which was rocked in France, Later, they founded co-
operatives by hundreds, but the Government suppressed
these in 1851, . The English proletariat was as much more
important than the proletariat of France as the English
factory system was more general. Unionism grew until
1834, when a decade of remewed governmental severity
turned the interest of the working classes into more general
Programs. Chartlsm) a vast but unsuccessful agitation for
sweeping reforms in the Government which have largely
been achieved since,(was in part a product of suppressed
* unionism. Many took part in the Anti- AW, MOVe-
ment, and there was a good deal of experimenting with co-
operation, as in France. After this decade, English trade-
unionism entered a period of steady and conservative growth,
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but its directly traceable effects upon labor legislation be-
long to a later time.)

Even fourteen years is a good while in a period of rapid
industrial development like that which separated the factory
acts of 1819 and 1833, The perfection of the power loom in'
1822, which made it an undoubted commercial success, gave\
the factory system a general superiority. 1t steadily invaded

 the whole textile field, gradually forcing the abandonment of

| the putting-out system. This was accompanied by & general
mechanization of industry, including the gpread of steam
engines and a vast increase in the mining of coal and iron,
Not, only did the business of the old merchant-manufacturers
-pass over largely to the new industrialists, but the weavers of
wool and cotton goods employed by the former suffered
everything up to actual death by starvation in the process,
If the struggle between the two forms of capitalism had been
actually hand to hand, conditions might not bave been so
hard for the workers, or so confused; but the industry was
moving at the same time. Oftentimes the starving hand
weaver could not hireout to thenear-by factory, because there
was none near, the centers of the old industries being in
different parts of the country. Regulation was more difficult
in new factory towns than it would have been in older centers
of population where the element of outsiders was larger. Life
was certainly more stark and ugly, if not actually less com-
fortable. The mines and collieries were the most isolated,
but they did not attract much attention until later,

Michael Sadler precipitated a great deal of agitation into
action by introducing into Parliament a bill fot & universal
ten-bour day in 1831. It was lost, but the ferment con-
tinued, borrowing enthusiasm from the crusade to eliminate
slavery in Great Britain’s West India colonies. The next
‘year & parliamentary commission was appointed, with Sad-
ler s chairman, to make an investigation of factory condi- -
tions, After a terrific political gtruggle, the most famous of

~ all the factory acts was passed in 1833. Lord Ashley, a young
scion of onéof the most eminent and aristocratic families in
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England, was largely responsible. The act applied to textile
‘poills generally, with some concessions to the silk industry.
, With this one exception, the labor of children under nine in
l factories was forbidden. No person under thirteen could be}v
worked more than nine hours a day or forty-elght in & week,
including an hour ‘and a half per day out for meals. For
" persons under eighteen, the limits were twelve hours a day,
sixty-nine per week.
Night work was precisely defined as that between 8.30 p.m.
and 5.30 A.M., and no young person (under eighteen) was per-

v

mitted to doit. On the positive side, the act preseribed twa;
hours' schooling per day for all factory children. Reallyy

adequate inspection was made, by bringing in inspectors from
the outside and giving them the widest discretion, backed by
law, in geeing that the provisions of the act were fully ob-
served. They could enter any factory, suramon any person
as a witness, and even pass supplementary regulations which
they deemed necessary to enforce the measure. A system
of conferences and reports laid the foundation for a body of
expert knowledge, which would be available whenever it

should be found necessary to extend or change the original

act.

To the person who has been looking at the twentieth~
century industrial order, or steeping himself in the records
of medieval gild regulations, this result of more than thirty
years of agitation looks rather mediocre. Labor leaders did

. not shed any tears of joy over it as a substitute for Sadler’s

ten-hour day measure, No restrictions were placed upon
the employment of women, not to mention men, workers.

\Moreover, it was me _mlmimto,x:y_ act, and did not touch the

. 1equally disgraceful conditions in mines, collieries, and various
" lother branches of industry. Considering the general spirit
of impatience at any suggestion of government interference
at that time, howeyer, the act made some significant breaches
in the laissez-faire policies. These were not so large as they
were well placed to grow. A partial acknowledgment bad
been made of the fact that the home was no longer the unit of

\
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industrial production, and that the family no longer fully
sufficed to protect and educate its members. '
Almost incidentally, Parlisment in 1840 accepted Lord

Ashley’s suggestion to create a general Children’s Employ-

.. ment Commission. "The Coal Mines Regulation Act of 1842

" followed its first report, and the second, covering various

other industries, bore fruit in succeeding years in a long

series of regulatory measures. From cotton manufacturing,
the field of government regulation had been expanded first to
textiles in general and then to industry in general. It was

- not until 1878 that the Factory and Workshop Act classified{
all industies-and provided a thoroughly knit fabrie of labor
law, but the real victory had been won Iong before.

. Afactory act of 1844 made various minor changes in the\
regulations for child labor, gave women the - same protection
83 young persons (between thirteen and ey elghteen years), re- -
quired the enclosure of dangerous machinery and provided
for money compensation in case of preventable injury by
maghines not properly guarded. The__T____,]:Imu:s.,B:ll for
women and children in textile mills was passed in_1847.
Lesser reglﬂatnons and new provisions for enforcement con-
tinued. New industries were brought within the growmg
gystem until finally, in 1867, even, the workshops were given
8 special set of rules, in the same gpirit but adapted to their
special conditions. By that time, even isolated labor was -
regulated, and the broad lines of a complete policy were laid «
down. The labor unions were influential in bringing about
this legislation of the sixties.

France adopted a child-labor law in_1841, after years of
agitation. It was similar to the one then in force in England,
though more liberal on the whole. Trouble was encountered
in enforcement. Other scraps of legislation up to the war
of 1870-71 with Prussia may be passed over, as they were not
enforced. The *‘June Days"” of 1848, a reyolt in Paris which
followed the discontinuance of the national workshops,
helped to discredit labor reforms. Beginning with 1874, a -

11t was & system of temporary relief rather than of real workshops, set up

~ ¢
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_series of laws established government regulation of labor

conditions in industry generally. Belgium, more advanced

industrially than France, went through this process “ghout

the same time as England. 'The Germans were somewhat-

ahead of the French in this matter, even in the period before

German industrial expansion had got under way, and while
ance still held Alsace-Lorraine.

Factory legislation after the fiftiesreally belongs in & differ- |,

ent category, and should hardly be ealled “early.”’ In the
last chapter, the perfection of Bessemer’s steel process was
taken as an important fact illustrating and influencing the
rise of & new phase of industrialism. Even in the earlier
period, the narrative continuity of the spread of regulation

evolution of economie organization, of which an inseparable

is somewhat artificial. The main stream of events was the {

part was the increasing mechanization of processes. Bad!
labor conditions were a heterogeneous by-product of this.
So confused were they that the working classes did not even
develop their own leaders in the movement for regulation at
the outset. Before the triumph of industrial capitalism
about the middle of the century, the factory and out-work
parts of the proletariat were hardly connected. Even in the
strictly industrial branch, we have seen that there was no
close relationship between groups, the regulation of condi-
tions in mines coming forty years after the first factory act
and nearly a decade after the one of 1833, when the abuses
in the mines and eollieries were fully equal to the ones
corrected.

The growth of both unionism and socialism * after the mid-

*~during the revolutionary crigis and carefully slated for failure by the enemies of
Louia Blanc, who had & totally different scheme for “social workshops” which
he hoped might revolutionize economic society.

* Socinlism is extremely hard to define, as it represents the more or less con-
flicting hopes of various people and groups for tmnsformmg mdustm,l society,

, In general, it plates the sut of p and

ment of the great materihl instruments of product.lon for the (caplta.hst) system

{ of private property, enterprise, proﬁta, and rent. Historically, it bas
developed its own bodies of theory, dial 3 and d for the intexp

of economic facts, which have their plwe in the history of doctrines. The
term “scientific socislism,” a8 applied to Marxism, arose from a remark of
. -

o

¥
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dle of the century was very closely associated with the tri-
umph and the increasing consolidation of industrial capital-

. ism.] The ecall for proletarian unity by Marx and Engels in
the Communist Manifesto of 1847 was an admission that it
did not exist as well as an expression of the hope that it might
appear. enty years later, it was substantially a fact in
England, so far as the attitude of protective legislation was,
concerned. This was the year in which Karl Marx, who was
living in London, published the first volume of Das Kapital,
fl‘he putting-out system had largely disappeared. There
was still an unorganized agricultural wage-earning class,
but the industrial workers were no longer helpless, leaderless,
or inarticulate.)

Still, the much-heralded social revolution did not show its
head on any near horizon, If integration of a kind bad made
amazing strides, it was not at all the simple process which the
social revolutionaries of the forties had expected. (On th
Continent, the unions were more or less related to the social{”
ist aovement, but in England, the home of the Industri
Revolution, they were much more specialized to particu
trades. A national association of 1845 lived for fifteen years,
but never included many of the largest unions. After a

- newer industrial revolution had arisen from the triumph of

. industrial capitalism, cheap steel, and other factors, the re-

" lations between British trade uniona tended to be more
sporadic. Instead of the proletariat forming one class, it was
divided into many, the interests of which were often not the
same. Town and country clashed without adhering strictly
to any class lines. In England, the town point of view in-

¢ fluenced the Government more than in agricultural France.

+-Some workers were also investors in capitalistic enterprises,
some shared in cobperatives, and still others were fairly
satisfied with their condition.) However little besides their
Engels in 1877, who based the claim on the materialistic conception of history
and the theory of surplus value. The latter will be briefly discussed at the close
of this chapter. The C ist Manifesto of 1847, written by Marx and
Engels, is an extremely brief but astonishingly satisfactory ition of their
position. We should call it a socialist manifesto now.

-
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chains they may have had to lose in 1847, in later years
some of them felt that they had a considerable stake in the
existing order. CUnions tended to be definite and practicall’
rather than revolutionary in their choice of labor legislation, i
and their interests expressed a variety similar to that of;
groups of capltahstse)

(Unionism and socialism competed as often as they co-
operated. Both found it very difficult to ignore national
boundaries or to organize across them. Socialism as well
as unionism split up into groups with conflicting interests. )
Revolutionary fervor lost some of its heat, with the passage
of time and the failure of the gocial revolution to materialize,
Then people who did not want any revolution began to join
the movement, and some socialistic groups to codperate with
those which did not even pretend to be socialists. Many of
the practical results of socialist aspirations were achieved in
this way.

In the field of labor legislation and organization there is
also a certain reality to the conventional ending of an In-
dustrial Revolution about the middle of the nineteenth cen-
tury. Loissez-faire commercial capitalism lost its economic -
leadership to a latssez-faire industrial capitalism already
tainted with government regulation, and facing the necessity
of tolerating some organization of the wage-earning classes.
By easy stages, already begun, these workers were also to
gain the vote. They were destined to exert s profound in-
fluence during the second half of the century, not only upon
the laws governing their own sort, but also upon economic
policies in general.

" 1 The Communist Manifosto declared that the proletarians hiad “nothi

to lose but their chaina,” and that the communist (socialist) sims could be
achleved “only by a violent overthrow of the existing social order.” Ita battle
ory, “ Workingmen of all lands, unite!” has been repeated innumerable times
since. This militant attitude must be viewed against a background not only
of the pem;)x;al experignces of t.he two exiles, but of many failures to overturn

g regional nuclei or of socialists, and of the
to widespread i in matters of detail.
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NEW ECONOMIC IDEAS
(A) ORTHODOX ECONOMICS

" Adam Smith's ideas were written down fairly early in the

Industrial Revolution. Some of them were, of course, formed

long before 1776, either in his own mind or in those of others.

The Physiocrats had favored free trade, the freedom of Iabor,

and a great reduction in state interference generally. Their

world was a world of law, and to them the laws of nature

were, on the whole, beneficent. A system of free competi-«
tion, they thought, would find the price levels most advan~

tageous for everybody, since personal interest must seek

what is best for it, and the good of all is merely the sum total

{ of that of the individuals. It must be remembered that they
g were upper-class, cultured people, living in France under the

iold régime, Their stress upon extractive industries (and in .

most cases upon agriculture alone) as the sole true creaiors
of new wealth was largely a product of their environment.
Turgot, who stood halfway between these Hconomistes and
Adam Smith, was free from many of the earlier vagaries
- about production, but not all. Smith found some really clear
thought about the distribution of wealth (income, rewards),
and there was some which he did not find — notably that of
Condillae — which wag more in line with our present views
than his own. His greatest. contributions were his analysis .
of production and his synthesis of the whole field.
"THE appearance of his Wealth of Nations was exactly timed
to give it a profound influence upon the attitude toward
problems in connection with the rise of the factory system,
still in its early infancy. He transmitted to economics as
g rising science the eighteenth-century enthusiasm for a
“patural order,” including an optimistic view of the supposed
natural organization of economic society under the pressure of
personal interests, if these were allowed to exert themselves.
To his broad culture in the thought and institutions of the
past were joined great powers of observation and analysis
and a happy faculty for expressing himself. Considering
that he was a philosopher, already well known for a treatise
. .
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on ethics, the superiority of his ideas on the production of

* wealth over those on its distribution is a little puzzling, as'it
is in the latter field that most of the ethical questions arise.
Professor Rist suggests an answer to this problem.! In
Smith’s course at Glasgow, before he went to France and
came into contact with the Physiocrats, he dealt almost ex-
clusively with production. The background for this part of
his thought was thoroughly British. The important parts
on distribution are founded more upon Continental idess.
On the whole, they are perhaps less clear, digested, and inde-
pendent of their origin, While he organized the treatment
of the distribution of wealth by distinguishing between its
sources as wages, rent, and interest, he never rounded out his
doctrine by dealing with labor, land, and capital as three
factors in production. This familiar approach was added..
by one of his interpreters, the Frenchman J. B. 8ay.

With telling practical examples like the famous one of the
makers of ping, Smith argues that a nation should be viewed
86 g vast workshop, in which the basis of wealth is the divigion
of labor. The growth of specialization to tasks leads, he as-
serts, to greater dexterity and inventiveness on the part of
the individuals, and a great saving of time is achieved in
avoiding constant changes of occupation. Later, he has a
flash of pessimism, reflecting that a workman specialized on
a simple detail may become stupid and ignorant in the me-
chanijcal routine. He foreshadowed Malthus, Ricardo, and
Marx in suggesting that the supply of laborers depends upon

1 Gide and Rist: A Hislory of Economic Doctrines from the Time of the Physio-
cvats to the Present Day, English translation, 1917, from the second French edition
~—iaf. 1913, pp. 50-66. Some such work as this — and this is the best which has
appeared 8o far — is an indispensable companion to the study of the economic
history of the past hundred and fifty years. In emonmc lustory proper, whem
the main atress must be upon actual i tment ex-
cludes the attention to the special subject of the Mcompmymg growth of the-
onea and progmms which it deservea, Even in the above work of 648 pages, the
P ize for the dons in the history of dootrines, which
they mgard as only a “distinot branch" of economic history. If they must also
regret “ the coxaparative neglect of the economic hmtnry,” which is our main
subject, we can at loast feel easy about economising space on a branch of it
which they have treated so well.

(3
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the demand for labor, with poverty and misery as checks,
The well-known parts of his doctrine concerning the ““nat-
ural” freedom. of enterprise and trade have been mentioned
above. They are largely transmissions of the current eight-
eenth-century view.

Smith’s more or less conflicting theories of the nature,
source, and measure of value helped to split his successors
into irreconcilable camps of *classical economists’ and so-
cialists - to mention only two, and these in their broadest
‘outlines. Labor was, he stated, not only the one source but
also “the real measure of the exchangeable value of all com-
modities.” This proved unsatisfactory in dealing with the
.more developed societies, so he varied it and added to it as
the case seemed to require, leaving his theory of value more

_or less obscure, a8 a whole. In one place, the “real price”
is assumed to be based upon labor; but in another it is the
cost of production, including wages, plus inferest and rent on
the capital and land which have cobperated in the process.
Elsgwhere, he treats interest and rent as deductions from the
value which labor alone creates. As to the day-to-day price
of the market ! he admits that it fluctuates with the quantij-
ties demanded and offered.

Malthus, like Smith, was widely traveled and a cleric and

! We might illustrate the difference between the two prices by the crop of
American cotton. Though the quantity is known, once it is picked and the
amount of labor for that year settled, the price, say on Janvary 20, may be 20
per cent above or below the average one for the crop, Present-day economists
would deny that even | t,lxa market value of the whole crop is dewrmmed by the
. of labor d to produce it. It d ds upon d d as well as

supply, and demand is determined by & lnghly complex graup of factors, in-
cluding conditions in the cotton manufacturing industry (which are in turn
affacted by those in other industries), rent, interest rotes, ete., ’ns well as wages.
Even in the apparently slmple case of & crop whose sive is ﬁmd and kmown by
years, the market value is affected by t.ho amount left over from previous
seasons, opinions as to the ble during the eurrent season before
it is all matured and ginned, and also by estimates of the next ¢rop, with which
some of the present one will have to compete. Obviously, labor cannot be &
very useful measure of value under s régime of private property (which Adam
Smith assumed), if it doea not correspond to the actual market price of one bale
of cotton or the average market value of all of them. Smith had his doubts on
cl;ila gubject, but they did not lead hins completely to clear up bis doctrine of
value.
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philosopher, not a business man. Among his various con-
tributions, the one which had most effect was his study of
population, especially of the tendency to overpopulation.
In the society which he observed, just at the turn of the cen~
tury and in the midst of the French wars, he did not regard
the prospect of increasing the means of subsistence faster than
an arithmetical ratio as promising. Since population, if
unchecked, doubled in about twenty-five years, he thought
checks must be found, and favored ““moral restraint” as an
alternative to misery.

David Rigardo was a broker who had amassed a fortune on
the stock exchange. He was not university trained. The -
emphasis in his difficult and eontroversial writings is on the
distribution of wealth, whereas Smith had stressed pro-
duction. Smith’s optimism and eighteenth~century back- v
ground had led him, in his explanation of rent, to stress a
sort of special bounty of Nature, whereby more people could
live on the earth than were required to till it. Malthus had
suggested that the pressure of population tended constantly
to tax this bounty, and added that the owners of the more
fertile land got a speeial profit because of that advantage.
This “differential rent,” as it wag later called, was considered

- & just reward for the “strength and talent” of the original
proprietors. As to the later ones, they were assumed to have
exercised similar virtues in amassing the purchase price.

Ricardo took the view opposite to Smith’s, holding that|:
rent comes not from Nature's bounty, but from her niggardli-i
ness! Rent arises only “when the progress of population
calls into cultivation land of an inferior qua,hty or less ad-"

~eantageously situated.” The cost of raising grain on the
-poorest (or marginal) land fixes the price, and those who hold
better land can get a profit or bonus, which is the basis of
rent. It is evident that there is a simultaneous pressure to
cultivate more intensively the lands alrendy in use — giving
an “intensive margin® of cultivation also, as we call it, as
well as an “extensive” one. Ricardo saw, as Turgot had
before him, that this leads to diminishing returns — that is,
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that the product from a given piece of land eannot be inde-
finitely doubled by doubling the expenditure. Ricardo said
little about the distance from market, leaving this feature of
production cost to be developed by the German, von Thiinen.

According to Ricardo’s analysis, rent could not increase
the cost of grain in the market, being itself entirely depend-
ent upon the price. Therefore, let us have free trade in
graint—He refuséd to treat capital as a separate factor, in~
sisting that it was 8 mere creation of labor, to give it effect.
For him, as for Adam Smith at his simplest, labor was the
measure of value. Smith had admitted that this was strictly
true only of primitive societies, and brought in both capital

_and rent in dealing with the others. Ricardo assumed that
the amount of capital employed in producing goods is “pro-
portional” to the amount of labor employed and eliminated
rent as a source of value,

Ricardo had struck a terrific blow at the moral prestige
of the landlord class, His great confidence in man’s pro-
ductive capacity did not suffice to cover up an ominous note
of pessimism in his attitude toward Nature and the popula-
tion problem. By 1817 when his great general treatise ap-
peared, there was more than grumbling about the factory
system, grain prices, and enclosures; and most of the laissez-
JSaire enthusiasts saw no charm in an attack on prineiple upon
the whole idea of a bepeficent ‘“‘natural” order, even by a
friend of the existing one.

It is not so easy to trace the effects of Ricardo’s important
contributions to the theory of money and international trade
as it is of his doctrines concerning rent, value, wages, and
profits. His friend James Mill took the logical consequences
of his rent and value theories and advocated the appropria-

- tion of rent by the State through taxation. Thus he was &
forerunner of Henry George, of “single-tax” fame, among
others, Ricardo’s labor-value theory! was one of the foun-~

1 Note that Raenrdo, like Smith, assumed a régime of private property, and
was merely trying to explain its operatmn Hu labor-value doctrine became
something entirely dm'emntmthnhanda the socialists, who discarded his
primary assumption.

. ‘
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dation stones of Marx’s socialistic doctrine. Between Ri-
1 cardo and Marx were Blane and Proudhon. Blane wanted
to set up “‘social workshops,” by means of which the whole

laboring class would get what he conceived as its produce;
but his theory was confused by a dﬁ@ﬂw{
according to needs rather than production within the class

( Proudhon was clear on the idea of a surplus value which labor «
reated and did not get. ~Marx won his first honors as &
theorist in 1847 in an attack upon Proudhon — not for his
ideas about labor as the source of value, but for hig extreme
tendencies toward individualism. This aspect of Proud-
hon’s thought, which was practically laissez-faire liberalism
gone to seed, led him to be classified in the end as one of the
founders of modern anarchy.

Ricardo was a free-trader, but not identified with the
“Manchester School,” though he greatly influenced James
Mill and, through him, his greater son, John Stuart Mill.
As Professor Gide remarks concerning what may be called
the main stream of economic thought: “The thirty years
which separate the publication of Ricardo’s Principles of
Political Economy (1817) from Mill's book bearing the same
title are occupied by economists of the second rank, who ap-
ply themselves, not to the discovery of new principles, but
to the development and codrdination of those already formu-
lated.”* John Stuart Mill clung to the idea of the “‘unearned o
advantage” in rent — one of various elements which gave
his thought a certain slant toward socialism. Rejecting the
notion that the distribution of wealth is governed by im-

b O the so-called “optimists,” Carey may be omitted as an American, but
“word should perhaps be inserted about the Harmonies Economigques, the best-
known work of the Frenchman, Frédéric Bastmt (1801—50) His soundest

ik ‘was his hasi upon the standpoint of the , bath for
derstanding and for I je ph Incidentally, this
stresses demand rather than supply. He had an optimistic but doubtful idea
(to be combated by the socialist Rodbertus) that labor’s share of its produce
in cotiperation with eapital tended to increase as time went on. His argu~
ment was based upon the decline of interest rates. What escaped his notice was
that 8 drop, eay from 5 to 8 per cent, represented nn ncreass in capitalization
oftener than a decrease in yield, and also that the accuraulation of profits and
dividends, as well as the original capital, must be considered,
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mutable economijc laws, he thought that human iiltg_rfer-
yence could do a great deal toward introducing codiperation

. and mitigating the evils of the wages system, Hig adherence

to laissez-faire was strong but moderate. To him it was a
good general guiding principle, to be ignored where the acts of
individuals were obviously harmful to society. Especially

* did he think it necessary for governments to afford organized

L]

protection to the interests of the consumers as such, This
attitude encouraged many other moderates to lend their
support to advaneced labor legislation, including social insur-
ance, often classified as the policies of “State Socialism,”
which came into vogue toward the end of the century.
~ John Stuart Mill, who lived from 1806 to 1873, is the out=
standing figure of his time in what may be called the main
line of development of orthodox economic doctrine from
Adam Smith through Malthus, Ricardo, and James Mill to
Jevons and Alfred Marshall. His influence upon the stream
of events was due not so much to any resolution of the pro-
blems which troubled his predecessors as tohis sensitiveness to
both current issues and the thought of others. To Malthus’s
ideas on population be merely added an emphasis on other
than “moral” restraints. His anxiety to protect the con-
sumer had been shared by Bastiat. Bentham's utilitarian-
ism is not materialism with Mill, who is careful to distinguish
between different kinds of happiness. That he did not get
any farther than he did from Ricardo’s notion of value may
have been due in part to the influence of Continental social-
ists. Early in life, Mill had fallen somewhat under the in-
fluence of the Saint-Simonian school, and at the time of his
death had written part of a book on socialism. There 1s
hardly a period in history so full of economic changes, and of
ideas about them, as the three quarters of a century following
the sppearance of Adam Smith's Wealth of Nations. John
Stuart Mill was the man of similar breadth and reasonable-
ness to whom fell the task of restating the position in the
light of the new facts and the new knowledge.
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NEW ECONOMIC IDEAS
(B) CRITICISM, INCLUDING EARLY SOCIALISM

In the detailed chapters following this one, we shall have
oceasion repeatedly to notice that a great change took place
toward the end of the nineteenth century in the attitude
toward lawsez—fazrc vs. government regulation, Besides the
material basis for this, it had a background of systematic and
widely accepted ideas which ought not to be entirely ignored.,
Even if we consider the labor legislation, social insurance
measures, and tariffs simply as expedients, we need not
forget that the statesmen who pushed them did so with one
eye on the conscious groups they were supposed to benefit,
placate, or undermine. Among these there were others
besides the orthodox economists, a~very few of whom have
been mentioned above.

Great Britain differed enormously from the Continent —
perhaps more so after the Napoleonic wars than in the time
of Adam Smith. France never went through anything like
the English enclosure movement, but remained a predomi-
nantly agricultural country of peasant villages and compara-
tively small holdings. Manufacturing occupied quite a dif-
ferent position in her national life and thought as & whole, as
it still does, and early in the nineteenth century she had
nothing to correspond very nearly with the British middle
class. This last element wag even more strikingly absent
in Germany until recent years. {The Continent provided
more fertile soil for the growth of a proletarian class with
socialistic leanings. Germany in particular did not find
that the economie doctrines of a nation of foreign traders and
msufacturers for export fitted her needs and aspirations
particularly well,

Between 1840 and 1860, a group of German scholars, led -
by such men a3 Roscher, Hildebrand, and Knies, founded a
Wau@t Their successors ~
have included Schmoller, Biicher, and Sombart in Germany,
and Leslie, Cunningham, and Ashley in England, to mention
only a few outstanding names. This movement represented
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a really serious revolt against the abstract economies of Ri~
ca.rdo, for example 1ts founders were deeply convineed of
Ithe fut!hty of mixing broad generalizations with fancifully
perfect imaginary situations to build up dogmas. Their

- idea was to indulge in very little speculation, develop a sound
historical method, and use it to accumulate a reliable fund of
information, descriptive of the immediate past of yesterday
which we call the present, and also of its inheritance from a
remoter one. Respectable, university economics in Ger-
many was very little prejudiced against a degree of state
interference which would have caused a Manchester School
economist to turn in his grave.

Friedrich List's emphasis on the unwisdom of neglecting
historical perspectives when determining national policies
allies him to the historical school. He had lived in the
United States, a protectionist country, and done well there
in a business way. His plea that free trade was absurdly
favorable to the nation, Great Britain, which had the lead
in manufacturing did not have its effects until many years
after the publication of his National System of Political Eco-
nomy in 1841; but his friendliness to state regulation fitted
in too well thh some of the current socialistic doctrine to
escape notice.

In sketching merely the socialistic ideas which produced
some undoubted effect, either directly upon institutions or
upon later thought which bore fruit, we can completely
ignore everything down to Owen, Saint-Simon, and Fourier
in the early part of the nineteenth century. The French
Revolution followed Rousseau in a respect for private pro-
perty which was almost pious. Frangois Babeuf’s communist
plot had practically no connection with later theories.!
stmondl who lived from 1773 to 1842 and began writing
~economics in 1801, was hardly less bitter than Owen, or even
Karl Marx, in his criticism of the existing order. Nor was
he much more popular with the “Orthodox” school, as he

1 Louia Blane followed Saint-Simon, Fourier, and Sismondi wmainiy, but is
known to have read the writings of Buonarotti, a survivor of the Bnbeuf plot.

- %
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dubbed writers like Malthusg, Rieardo, and Say. “We might
‘almost say,” he exclaims, “that modern society lives at the
expense of the proletariat, seeing that it curtails the reward
of their toil.” Yet he never made an ecopomic attack on
the institution of private property. He was not a socialist.

Socialism in one of its aspects was a revolt against some
of the most fundamental principles of the French Revolution:
These were written largely in the language of the Physio-
erats, good bourgeois Economistes. To the Revolution, all ¥
forms of association were anathema and private property
was sacred. The early socialists set out to destroy private
property by means of associations — communities, pha-~
langes, etc. ’

If any one doubts the force of ideas, or thinks that this
bears any close relationship to their soundness or original
intention, let him trace the(labor-value doctrine,) fore-
shadowed by Adam Smith and erystallized by Ricardo.
Nobody believes it now but the socialists, and some of them
repudiate it. We find echoes of it in Sismondi, who was
Ricardo’s antagonist, and who, though not a socialist him-
gelf, came very near to writing a source book of their most
important doctrines. Robert Owen based his theories upon
it. The Irish socialist, Williamn Thompson, elaborated the
labor-value doctrine into something very like the form used
by Karl Marx decades later. Rodbertus confined himself -
to the assertion that labor was the-real source of every .
product, and mentioned the equality of its value with the
quantity of labor expended &s an “ambitious ideal’” —
though he never denied it as a fact. 'The labor theory of \
value was the keystone of the Marxian arch, and Lassalle
preached it far and wide 8s the “brazen law of wages”
(“iron law,” we say in English). There is & certain humor *
in contemplating the use of a doctrine of Ricardo the banker
to kindle revolutions, and finally, in the twentieth century,
to overturn a great empire.

Thompson was perhaps the clearest thinker of these
Utopian socialists, but we cannot be certain that his writings
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had any great lasting effect.! Both Owen and Fourier gain_

& certain picturesqueness from their personal activities. Of
the more famous Fourier phalanges, the stove and grate
factory of Jean Godin at Guise survived, and Brook Farm in
Massachusetts did not. A number founded later in France
still exist. Owen’s original factory community at New
Lanark prospered under his personal guidance, but others
failed, including one at New Harmony, Indiana, in the
United States. Perhaps his strongest claim to immortality
is the part he played in establishing the Rochdale cosperative
stores, which he regarded as a minor feature of his work.
His influence in the passage of factory acts has been men-

‘tioned above.

i Owen wanted to abolish profit, which he thought pre-

-

*yenm' the laborer from repurchasing the product of his toil,
led to overproduction, and thus led to such economic crises as
had just ocourred in 1815. He tried out a very foolish scheme
for issuing labor-currency in place of money. This scheme
has appeared in the writings of later socialists from time to
time. Fourier would have tolerated interest as legitimate.
After sll, Fourierism was at bottom a scheme of codperation
and profit-sharing. If we are willing to accept a few modifi-
cations, we can say that it still bas an enormous vogue in
France, and might very well have had a greater one but for
the onset of Marxism.

Saint-Simon’s own influence was chiefly personal, but a
group of his immediate followers gathered up and systema-
tized a really important body of doctrine after his death.
Interest and rent were regarded as a tax levied upon the
labor of others, but the profit of the entrepreneur is regarded
merely as payment for his labor of direction, and therefore
just if it is not excessive. ‘To them wealth was an instrument
of social production, and they railed at the idea of its trans-
mission by inheritance without regard to the fitness of the
recipient to fulfill the implied obligations to society. Their

1 The moat important of his works was: An Inquiry into the Principles of the
Diatribution of Wealth most Conducive to Human Happiness, 1824,

(N

.
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+ socialistic State would be a sort of bank or repository of the
wealth of the country, passing it out to people according to
their capacity and special talents. Note that it did not con-
template equality, except in the Napoleonic sense of & “ career
open to the talents,” Saint-Simonism in its final form was |
socialism, not the communism sometimes distinguished as !
“Utopian.” Marx was an abler man and & better scholar
than any of its promoters, but the claim of his socialism to
be more ‘“scientific” is open to dispute. Engels reproached
them with their failure to anticipate the doctrine of surplus
value, a rudimentary form of which, we might remark, was
a source of weakness to the thought of Owen. The Saint- .
Simonians had a system of historical stages to prove the
advent of socialism. It differed from Marx’s, but can hardly
be called less evolutionary or “positive.” * This group was
proseeuted for illegal association in 1831 and practically
broken up. The new leader, Enfantin, had already carried
the movement off into ethics and religion.

All these early socialistic movements seem to have’ got
into more or less trouble about their handling of the problem
of the family and the position of woman. Leaving their
practices and some of their more radical schemes aside, we
may note that items which would hardly attract attention
to-day were then considered scandalous and revolutionary,
For instance, Thompson wrote & tract in 1825 entitled: An
Appeal of one Half of the Human Race, Women, against the
Pretenstons of the other Half, Men. Unexciting as this looks
now, one simply did not say such things in those days, before
the rise of organized feminism. John Stuart Mill, a student
of the early socialists, much later expressed similar views in
a famous essay.

Louis Blane was one of the “little men of great influence”
who are continually eropping up to remind us how impossible
some things would be to predict, snd how difficult even to

1 Sa.mb—Sxmon ] suggemon that the feuda.l laga.l, and indu.stn&l periods in
the d P d to th , and
scientific régimes haa led to & claim that he, not Auguste Comte, was the real
originator of the posluve philosophy."”
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explain plausibly after the fact. He was a journalist of no
particular distinetion who had made some attacks on the -
corrupt “July Monarchy” of Louis Philippe (1830-48). By
1840, the Saint-Simonian movement had definitely died
down, and the associationists like Fourier, Owen, and Thomp-
son were obviously not making any great headway against
the current economic organization. The Organisation du
T'ravail for which Blane is known appeared as an article in the
Revue du- Progrés in 1839, was published as & pamphlet in
1841, and immediately ran through many editions.

The central theme is a condemnation of competition which
reminds us of Sismondi, whom Blane had read. Competi-
tion must be destroyed, root and branch, or it would exter-
minate the proletariat and ruin the bourgeoisie. His cure
was little more than the simplest type of voluntary producers’
codperative, formed of men of the same trade. It had al-
ready been proposed by a Saint-Simonian named Buchez,
with the difference that he was interested in smaller industries
and.did not regard public assistance as necessary, The
Government was to aid in launching these ‘‘social work-
shops.” Supposedly they would be so efficient as to drive their
competitors out of business, and general socialization would
be the eventual result., Blane's vogue was evidently due to
the extreme simplicity of his scheme and the timeliness of his
agitation. No great effort and no special machinery were
to be required. The State was asked to give a trifling and
momentary aid to start & movement destined to destroy it.
This idea of state responsibility was to be a powerful weapon
in the hands of Lassalle, and an important item in the reason-~
ing of Rodbertus. Blane did not originate it, but he popular-
ized it. For that reason we must count him among the
fathers of state socialism. He himself was thrust into the
foreground by the revolution of 1848 in France, hoodwinked
and baffled by his enemies, and dropped into obseurity.

_Proudhon’s book, Qu'est-ce que la Propriété (1840), ap-
peared at approximately the same time as Blane’s best-known
one, snd was also widely read. Its tamous Thesis, that “all

« t
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‘property is theft,” was made the basis of & general attack

* upon existing economic society, with emphasis upon the
exploitation of labor. He was an extreme individualist, and ¢
is best known as one of the founders of modern anarchy.
In a sketch of a solution, he foreshadows Kropotkin’s ideas
on mutual aid. He had one of the most brilliant minds of
his time.

It is quite possible, in spite of the conventional view, that
Proudhon’s greatest influence was exerted through the social-i
ists. Nothing could be more scathing than his eriticism of
Saint-Simon, Fourier, and even Blane. Communism was to .
him “The religion of misery.” It was Proudhon’s Systéme
des contradictions é tques, published in 1846, which led
Karl Marx, as a socialist, to attack him the following year in
a book entitled La misére de la philosophie (“ The Poverty of
Philogophy **). Proudhon’s objection to the existing institu-\.
tion of private property was on the ground of its failure to
recognize the primary factor in production, land and capital
being useless without it. Property must be retained, but¥
purged of its elements of unearned income, of the exploita-.
tion of Iabor, and of the restrictions it placed upon the free-|
dom of work and exchange. Muarx’s ideas resemble Proud-
hon’s at so many points that he has often been charged with
borrowing as well as refuting. In justice to Marx, it might
be asked if any idea can ever be “new’’ except in the sense of
correcting and rearranging previous ones.

Karl Rodbertus (1805-75) belongs both to the period when
socialist economic theory was being formed — let us say, for
convenience, up to 1848 — and to the later one of more per-
manent organization, He was an “early” socialist in the
sense that his Die Forderungen der arbeilenden Klassen, con-

\tra.dict.ing Bastiat’s notion that the share of the working
class in the fruits of production fended to increase, was
finished in 1837, and other important work on economie
doctrine appeared before (as well as after) the middle of the
century. His réle in the later organization period was al-
ways that of thinker and counselor. Both personally and
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through his writings, he influenced Lassalle, Bismarck’s
friend and a great figure in the development both of state and -
of revolutionary socialism. Due in part to Lassalle, Rod-
bertus was recognized and his work highly esteemed by some
of the best-known economists of Germany, notably Adolf
Wagner, who was to play a leading specific part in the
growth of state socialism. Because he was not personally
an organizer or a propagandist, it is harder to estimate the
influence of Rodbertus upon events than that of Lassalle or
Karl Marx.

While this is no place to go into the nice details of systems
of thought, the remark should be made that Rodbertus need
pot be the mysterious figure in socialist doctrine which he is
often pictured. Most of the mystification of those who so
view him is due to the clearness of his own reasoning. En-

Jarging upon Adam Smith’s idea, he regarded human society
{as a kind of organism, resting upon the division of labor.
¢ Considering the individual as merely a contributing and not
at all self-sufficing factor from the economic point of view, he
;eondemned *economic liberty”’ as a fallacy, and picked upon
ithe State as the historic institution best fitted to become a
Jconacious covrdinating ageney. To his mind, effective de-
mand, expressed in terms of money, was entirely insufficient
s a control of produetion, since only those with purchasing
power could make their wants felt. What he wanted was a
system in which social need would play a larger réle in calling
goods into existence, perhaps in the end entirely supplanting
money power as the controlling factor.
He stressed manual labor as the characteristic sacrifice! of

% Like the other socialists, Rodbertua was little unpmmed with the “sacrie
fice” of the “lolling capitalist.” In N, W. Senior's Outline of Political Evon~
omy (1836), the word “‘abstinence’ had been used to explain the acoumulation
of capital. By thie he had meant s “delay of enjoyment” on the part of those
possessing property, leading to use in production instead of its immediate con-
sumption. This was an important addition to Ricardo’s notion of value, and
quite in line with it, sinco the emphasis was laid upon limited supply as 8
source of value,

Rodbertus also daveloped 8 theory of cnm. foreshadowed in the writings of
Bismondi and Owen, he thought, b of the re
strioted purchasing power of the workers, due to their deoreasing share in the
produce of their labor,

-
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irreplacesble time and energy back of the creation of goods,

" and criticized the existing machinery of exchange for allowing
exploitation of the workers. Unlike Marx, he avoided mix-
ing the working principles of the system before his eyes with
those of the one he hoped might appear. Ideally, labor ought -
to command its entire produce, which would make it the
measure of value, but he never said that it was the measure
of value in the existing economic order. To achieve this,
private property and individual production would have to
disappear. Rodbertus was a landowning liberal rather than .
a revolutionist. He had no confidence in the judgment of
the masses as to what was good for human society, and hence
for them in the long run, His system of wage-coupons/

. whereby the State might immediately guarantee to t};j
workers a certain share in the general progress will not be
analysis. Considering that he objected to ‘‘economic lib-
erty” and thought that as much personal freedom would
exist under his ‘“ Christian-Social” State as under those exist~
ing, there is nothing particularly inconsistent about his toler~
ance of the idea of monarchy. He was a sort of ‘‘Fabian
State Socialist,” though he objected to the state socialism
of the Eisenach conference of 1872, which will be mentioned
in a little more detail below. While he did not like the doe-
trines of actual state socialism, hig thought did a great deal
toward forming them.

NEW ECONOMIC IDEAS '
(C) ORGANIZED SOCIALISM

The mention of Christianity and of the rising nationalism
of eponomists like List brings before us two new schisms in
socialist thought which were largely to replacé those of the
early or formative period. Both drew their organized
strength from institutions already in existence. The prestige
of the Church was old and deeply founded, and the national
state, that “most august creation of man,” was coming into
its own at a rate suspected by comparatively few people even
in 1850,
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Christian Socialism, or “‘Social Christianity,” as some of
its various exponents have preferred to eall it, can be men-
tioned only in passing. Some of its adherents have wanted to
make peace with the more radical movements of the nine-
teenth century and aid in establishing a world of workers,
without, the direction of private eapitalists. Others would
not greatly change the material aspect of the existing order,

- but want to set up Christianity as a vital moral authority
over all classes, able to resolve their confliets. Between
these, there are numerous shades of opinion. Almost the
only common elements in the vast number of programs have
been their hostility to the laissez-faire economic liberalism of
about 1850 and their desire, as Christians, to avoid the mate~
rialism which characterized the maturer socialist movement
beginning about that time.

A Protestant might call himself a Christian Socialist merely
because he recognizes that individual salvation is inseparable
from social environment. A Catholic may not, like a Pro-
testant, be an out-and-out gocialist. Many Social Catholies
have objected strongly to state socialism; The commonest
idea has been to orgenize corporations or unions resembling
the medieval type, with the hope of somehow connecting
these associations with.a reorganized State. Any movement
of the working class alone radically to change its status is
frowned upon from Rome as actusl socialism. Protestant
socialists bave accomplished a good deal individually and in
groups, but the organized movement is certainly not'an im-
portant factor to-day, so far as appearances go. Even
Catholic socialism is not really united as to aimi. Its incon-
spicuousness, even in most Catholie countries, is not bard to
explain. To rejuvenate the existing order, it would have to
have o dependable majority — including converts to its social
program . from interest or moral conviction and Catholies
smensble to religious discipline on economic matters. There
may be some prospect of such & revival, but to deal with it
here would be doubtful prophecy. or idle speculation.

State socialism represents & strange mixture of antidote,
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. synthesis, and compromise. The German historical school
of economists was fairly friendly to it, and some members
finally championed it. Lassalle was one of its founders only]
in the sense that he wished to use the State to introduce an
order which would eventually be real socialiam, which state
socialism is not, inasmuch as it rests upon private property.
Rodbertus was a founder in that same sense, although be
was more of an economist and less of a political compromiser.

Ferdinand Lassalle (1825-64) had been a Marxian (even’
in the intimate sense that both were profound students of
the philosopher Hegel), and probably retained most of his orig-
inal intellectual preferences to the end. He wanted to bea
political leader, however, in Germany. For that purpose, he
bad to bave a definite and immediate program which would
not cause his expulsion from the country, alienate the liberal
reform element or frighten a large fraction of the working
class. When he returned to politics in 1862, after fourteen
years of other preoccupations, his two main proposals were
universal suffrage and state support of producers’ associa~
tions. On the political side, he could count on the liberal
discontent with Bismarck’s new forceful policies. His attack
on the economic order was based, like Marx’s doctrine, on
Ricardo’s “iron law of wages.”’

Cooperation was & timely issue just then — Schulze-
Delitzsch had waged a more or less successful campaign for
establishing codperative credit societies among artisans sinee
1849. As pointed out above, state interference was not so
unpalatable to German economists as to most of the others.
Lagsalle built up the prestige of Rodbertus to strengthen this
advantage. German nazt’i}alism had been given an economie
turn by the Zollverein o’customs union and the protection-
ism of such men as List. However remote it may seem to-
day, Hegel’s epic of the long struggle of mankind for liberty,
waged agninst natural forces, oppression, want and ignorance,
eternally striving for the highest forms of union as tools to
work out the destiny of the race, is not to be ignored as a
coirdinating p:igciple which touched all these reform schemes
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of the late nineteenth century. Lassalle’s General Associa-
tion of German Workers, founded in 1863, seemed to be a
conquering army in the making, when he suddenly left it lead-
erless the next year, as the result of a duel. What of its forces
were not dissipated were to be gathered up by the Marxians,
the state socialists, and otbers, and used in a different way
than he had intended. The great German Soeial Democratie
Party dates its origin from 1863, and acknowledges Lassalle
a8 its founder.

In the very year of Lassalle’s death, Marx founded his In—)
ternational Workingmen's Association in London. Two of/
its representatives, Wilhelm Liebknecht and August Bebel,
succeeded in winning over the Schulze-Delitzsch societies,
which had been codperative and educational, to socialism.

{In 1869, the Social Democratic Party had its formal beginning.
It was divided and more or less discredited by a group of
anarchists, led by Bakunin, and finally joined forces with
Lassalle’s General Association of German Workers in 1875,
keeping the Marxian name but dating its origin from 1863.)

« [ Btate socialism in practice dates from Bismarck’s attempts
to suppress the socialistic propaganda of this group, under-
mining its mora! influence at the same time by imitating the
program of Rodbertus and Lassalle, Its formal beginnings
had taken place earlier. The German historieal school of
economists had been issuing a journal since 1863, to propa-
gate its idea that economie prineiples should be sccepted only
with broad reservations as to time, geography, and circum-
stances. A conference of economists, professors, adminis-

* trators, and jurists had met at Eisenach in 1872, issuing a
manjfesto against the latssez-faire school and in favor of the
State as a great moral and educational institution, adapted to
‘‘enable an increasing number of )people to participate in the
highest benefits of eivilization.” / A Verein fiir Sozialpolitik
had been organized to prepare the way. Professor Schmoller
drew up the manifesto, and Professor Wagner plunged into
the composition of his Grundlegung, which appeared in 1876,
to support thg program.

¢
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[ Bxsmarck used the exa,c'\ ount and kind of the proposals
of The state socialists whicl&uited his purpose of combating
socialism proper and tying the working classes to the Imperial
Government. In 1881 he began his campaign to establish .
accident, sickness, and, later, old age insurance which led to
the laws of 1833-89.) He frankly avowed his purpose of_
creating 700,000 ennuitants among the very people who
think they have nothing to lose, but who sometimes wrongly
imagine that they might gain something by a change.” Be-
cause it did not seem to offer the same practical advantages,
his attitude toward industrial regulation proper was rauch
cooler. It had to wait for the enthusiasm of a new Emperor,
William II. State ownership of certain great public utilities
was accepted on principle in Germany, rather than judged by
standards of convenience, even against a %landicap of doc-
trinal prejudice, as in some other countries.

Marxism, as economic doctrine, offers curious contrasts
and similarities to the contemporary but rival explanations
of the same phenomena. Karl Marx was a8 many-sided
person. As s philosopher, he was very proud of his material-
istic revision of Hegel’'s method. He knew a great deal about
English industrial conditions and their immediate historical
background; but he has been eriticized for the sources of the
earlier history which he used so freely to establish the trend

. of evolution, and for his imperfect grasp of the newer scientific
thought.! As a theorist, it has been suggested that his work
might be regarded as an attempt to correct, round out, and
therefore supplant, that of Ricardo. Finally, not only was
he associated with Engels during the most productive period
of his life, but the latter brought out two of the three volumes
of Das Kapital itself, and we do not know exactly what shape
the material was in when it changed hands. The title

T

o

* Seo (reorgen Sorel’s preface to the French translation of A, Labriola's Karl
Marz, L'Bonomiste, Le Socialiste, Purie, 1623, pp. xix ff,, a.nd the mfemnw;
to Sorel's earlier articles. Veblen has ted on the
and Darwinian evol ht in Marxism, in his easay on *“The Socislist
fao;nomu of Karl Mm," in The Place oj Science in Modern Civilization, pp.
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“geientific socialism’ was deed . from an expression of
quﬂs in 1877, who based the)! ‘aim for Marx on two dis- -
.|coveries: the materialistic concephon..of history. and the
Itheory of surplu.s value.

"Since we are here concerned only with doctrines whxch
produced indisputable effects, perhaps the task of selection
is not so hopeless as it seems at a glance. Back of the two
suggested by Engels lies the idea of a class struggle between
exploited and exploiters. This had more or less died down
when the Russian Revolution and various others incident to
the dislocations of the World War brought it to the fore again.
‘Whether or not the Bolsheviks are true Marxians does not
alter the fact that the call of the Communist Manifesto
for proletarians to unite, throw off their chains, and gain
the world reached them across the decades and produced
effects.

The materialistic conception of history is a terrain avoided
by all prudent angels, and one approaches it with a sense of
its pitfalls and possibilities for ambush. Whatever Hegel’s
shortcomings before the Marxian reconstruction, we can at
least appreciate his famous remark that history teaches us
that it can teach us nothing; which meant, in its original
setting, that reflection on what people think history bas
taught them does not inspire to optimism. If Marx banished
any brooding or indwelling spirit from history, he at least
kept the Hegelian dialectic or method of reasoning. .In the
preface to the second edition of Das Kapital, Marx asserts
that Hegel's “Idea’ — a sort of personified thought-process
— was conceived as ‘“the demiurge of reality, which is only
the phenomenal form of the Idea'; whereas he, Marx, held
the movement of thought to be merely the reflection of the
material world in the human brain. Having removed this
“mystic side” of Hegel’s method, Marx proceeded to use it
in what he called its “rational form,” to prove that a “posi-
tive conception” of the existing order betrayed its negation
and inevitable destruction.

Bernstein, who was none other than the literary executor
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of Engels, split socialist doetrine wide open and started a re-
- visionist movement in 1897, through attacking the use of
this ponderous and antiquated Hegelian method of historical
reasoning by wading through contradictions to get at truth.!
This would have involved throwing overboard the historical
proof of the inevitable downfall of capitalism, turning oppor-
tunist and letting the final goal take care of itself. Kautsky
wrote & book defending orthodox Marxism 2 on the ground
that Marx would not bave put his views on the future of
capitalistic property in the dialectic form without having first
observed the march of irresistible forces in contemporary
history. ‘“What would remain of the Marxian method,” he
asks, “robbed of the dialectic which has been its best working
tool and its sharpest weapon?’’ Nevertheless, revisionism
was practically supreme in Germany within a few years.
This dispute brings up a very broad question as to the fune-
tion of history, the usual answer to which a century ago was
that of Marx, whereas to-day it is oftener that of Bernstein.
One view is that history is simple enough to be arrangedin
trends for use in making fairly broad prophecies about the
future. The other is much humbler in the face of the com~
plications which present themselves. It often takes a highly
trained and intelligent worker years to bridge one little gap in

1 To the Hegelians, truth, bemg % synthesis of various vxews with elements of
falsehood in them, must be d by passing ls
ilustrated this by taking a quantity ¢, making —a of it by denying it, and then
multiplying —a by —a to get -ifa? or the original gquantity raised one degree .
for having passed through the Degation,

* Berpstein first wrote a series of articles in Die Neue Zeit in 1897. He was
profoundly mﬂuanoed by Webb and the English Fabians with whom he had
become acq during his resid abroad. His book appeared in 1899,
‘The English translation (London, 1909) is entitled Revolutionary Socialism; o
Cn.lwu-m and an Mrmatum. Kautsky s yeply was entitled Bernstein und das

i 7 s eine Antikritik, Bemmm '8 criticism was | timed
just after a defeat az the polls in G . Openly had
been aeverely repressed by law from 1878 t0 1890, The Social . Democrats had
met m 1891 and drafted & new political program, known as the * Erfurt Prow
gram,” revising the Gotha document of fifteen years earlier. The revision
drope all the earlier histi and includes some items which sug~
gest the of state sociali For a good brief summary of socialism
m German poht.lu, soe Ogy: Beonomic Development of Modern Europe, chap.
xxn. See also Dawnon: Evolution of Modern Germany, chap. xxm.




432 ECONOMIC HISTORY VF EUROPE

our knowledge of the past, with fairly solid ground to build
on at each side and many fragments to indicate what has
been. What kind of an enterprise, then, would it be to pro-
ject the whole vast theme of history, including the unrecorded
and misinterpreted millions of events, into the still empty
gpace of the future, with no pillars but the clouds for the other
end of the span and not even débris for a guide? The
economists who made these queries would rejoice to see the
inherited part of the present better understood, and even
8 little light thrown upon the immediate future for which
practical provision must be made. It is pleasant to dream of
seven-league boots, and some day we may possess them, but
the first need is to learn to walk straight. We bave had so
many logical and geometrical general formulag for history,
ending in “Q.E.D.’s,” that we have grown wary and begun
to demand accurate work on concrete problems.

This attitude would lead to two comments on the Marxian
labor theory of value and the multitude of preceding labor-
value doctrines: First, the amount of labor which enters
into the production of an article is not a reliable or useful
megsure of its value under the present régime of private
property. Economists are pretty generally agreed about this.

» Second, it cannot be stated positively what the measure of

value will be in any future system which can be set up and
made to work, until it is in operation, and thus made subject
to actual detailed observation.

Such ecriticisms do not destroy the value of Marx’s work ag
economic doctrine. Some of his analysis is extremely pene-
trating, and has not always been properly appteciated by
those who are skeptical about his dialectic. On the other
hand, Kautsky did not underestimate the latter as a tool for
shaping conviction or a weapon in the war of interests. Tools
and weapons grow dull from constant use, however, and com-~
petitors rise up to make them obsolete. The most immedi-
ately dangerous rival in this case was state socialism, By
attacking the practical problems in detail, it tended to split
the actual socialists into groups, and to organize these as
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_political parties. At first, some of them refused to codperate

in working for practical aims, for fear of thinning and com-
promising the pure doctrine of the founders and jeopardizing
the “coming revolution,” In the end they gave in, almost
without exception, with the result that the moverent became
more political than economie in western Europe, many people

. voting “socialist” tickets who neither looked forward to a

o

proletarian revolution nor had any deep convictions about
the abolition of private property. We shall be obliged to
sllude from time to time to this new type of political his-
tory, founded on pretty clearly defined economic interest~
groups.

This leads to & final remark about the “materialistie con~
ception of history.” Many socialist writers still cling to it in
the modified form of a rigidly “economic interpretation.”
All motives are traced back to economic ones, which thus be-
come practically ‘ causes,” in the mechanical sense, of events
and changes. In this extreme form, the “economic inter-
pretation” rests upon a ‘‘conception”; and a general ““con-
ception of history”’ is for all practical purposes a “ philosophy
of history” under a slightly different name. Even where the
method of research is truly scientifie, in the sense of being ac-
curate, properly controlled, and fruitful, this does not in itself
demonstrate the soundness of the philosophy (conception, or
system of general assumptions) — or disprove it. Avowed
philosophies of history are a little out, of fashion, but actual
ones are with us still under various,sseudonyms.

SUGGESTIONS FOR FURTHER READING

*Ashley, W. J.: The Economic Organization of England, lectures v, v,
Beer, M. A.: History of British Socialism, 2 vola,
Bernstein, B.: Evolutionary Socialism: a Crilicism and an Afirmation.
*Bland, A. E., Brown, P. A., and Tawney, R. H.: English Economic His-
try, Select Documents, part T, sec, X
*Clapham, J, H.: An Emomic History of Modern Britain, chaps. IX,

X, XIV.

Clarke, A.: The Effects of the Factory System.
Cooke-Taylor, R. W The Modern Padory Syslcm
Daweon, W, H.: k and State S




434 ECONOMIC HISTOR¥ OF EUROPE

Da.wson, W. H.: German Socialism und Ferdinand Lassalle.
The Evolution of Modern Germany, uhap XXII,
Dunlop, 0. J., and D R. D.: h Apprenticeship and Child

Ely, R. T French and German Socialism in Modern Times,
Engels, F.: The Condition of the Working Clase in England in 1844,
Ghio, Paul: La formation historique de U'économie politique, chaps. 7, 8, 9,
Gibbins, H. de B.: Economic and Industrial Progress of the Cmtum,
chaps, XEXIX~XLIV, LKL,
*Gide, C and Rist, C.: A History of Economic Doctrines from the Time of
the Phymcrw to the Present Day, book 1, chaps. 11, 111; book 1, chap.
11; book v,
Ha.mmond J. L. and B.: The Town Labourer, chaps. 1, 11, vin, rx,
The Skilled. Labourer, chaps. v-xu.
part I
HaldA Zwet Bucher sur Soz England:
: Hobson, J. A The Evolution of Madem Capttalmn, chape. 11, Iv,
Hutchins, B. L., and Harrison, A.: History of Faclory Legislation, pp.

142,
Hutt, W. H.: “The Factory System of the Nineteenth Century,” in
Economics, March, 1926,
Kirkup, T.: History of Socialism,
*Labriols, Arturo: Karl Marz, V¢ iste, I8 socialiste. Introduction
by Geo es Sorel.
*Lewinski, Ja,n 8t.: The Founders of Political Economy.
‘Macg-regor, D.H.: The Evolution of Industry, chaps, 1~m, vi, IX.
*M I, L, C.: lings n Industrial Society, pp. 45169, 569-633,

782-823
*Marx, Karl, and Engels F The Commmmt Manifesto. Reprinted in
s A

nnch )

Marx, Karl: Capital, vol. 1, chap 15 (and passim).
Menger, A.: The Right to the Whole Produce of Labour. With a notable
introduction by H. 8, Foxwell,
*Meredith, H, O.: Outlines of the Economic History of England, book rv,
chaps, 11, 1v, V1
*Perris, G, H.: Industrial History of England, chape. 11, 1.
Schultze—Gaevermu, G. von: The Cotton Trade in Enykmd and on the
Continent, chaps. 1, 11
Seligman, E. R. A.: The Economic Interprelation of History.
Simkhoviteh, V. G.: Marziem vs, Socialism.
Skelton, O. D).: Socialism: a Critical Analysis,
Slater, G.: The Making of Modern England.
Smart, W.: Economic Annals of the Ninetoenth Century, 1801-£0, chap.

XXX,
Sombart, W.: Socialism and the Social Movement,
Spargo, J., and Arner, G. B, L.: Elemenis of Socialism.
Tawney, R. H.: The Acgquisitive Society.
Toynbee, A.: Lectures on the Industrial Revolution of the Eighleenth Cen-
 bury in England, chap. v, ' ‘




THE FACTORY SYSTEM 435

Ure, A.: The Philosophy of Manufactures,” London, 1835,
' *Usher, A. P.: An Iniroduction to the Industrial History of England,

chap. xIv,
Veblen, T.: The Theory of Business Enferprise, chaps, 1, 11, Ix.
s The Instinet of Workmanship, chaps., vi, vir
Wallas, G.: The Life of Francis Place.
*Webb, 8. and B.: History of Trade-Unionism, pp. 24101,
Weber, A, F.: The Growth of Cities in the Nineleenth Century,



CHAPTER V

DEVELOPMENT OF ENGLISH AGRICULTURE
SINCE 1800

By 1850 the separation of industry from agriculture was an
agcomplished fact. Factory production had gradually taken\'
the place of the domestic system. The enclosing of land -
for agricultural purposes, which had begun on a formidable
scale during the second half of the eighteenth century, had
resulted in an almost complete elimination of open-field
culture.  Although great improvements in agricultural
technique had been introduced previous to 1850, it was also
true that many forces which had beneficially influenced
agriculture in earlier days had almost completely disappeared.
Thus the small tenant class, for centuries an important
factor in agricultural progress, had been largely eliminated.
Moreover, large-scale production in agriculture took & firm
hold and even threatened the complete extinetion of small
boldings. But the larger problems with which English
agriculture had to contend during the nineteenth century
were the inevitable result of improvements in the means of
communication which opened up growing markets for the
products of English industry while enabling England to get
.in exchange the cheap food products and raw materials of
the new lands across the seas.

The growth in population following the Industrial Revolu-!
tion stimulated an ever-expanding market for agricultural
products. To & surprising extent English agriculture was able
to supply this growing demand, yet imports of wheat and
wheat flour rose from an annual average of more than 600,000
quarters ! in the decade 1801 to 1810 to about 458,000 quarters
from 1811 to 1820 and from 534,000 quarters in the decade
1821 to 1830 to 507,000 from 1831 to 1840, finally reaching

3 A quarter in eight bushels,

-~

‘
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2,588,000 quarters from 1841 to 1849, a condition explained

- in part by the precarious food situation resulting from the
potato famine in Ireland. The following table presents &
comprehensive picture of the increase in English imports of
wheat and wheat flour from 1776 to 1842.' For comparison,
the exports are included. It will be noted that the reliance of
the British consumer on foreign-grown foodstuffs inereased
steadily.

Exrorm Turonrs
(qurters) (quarters)

20,578
3,915
51,463
59,339
112,656
469,056
879,200
1,424,765
84,880
1,567,126

884,475

787,606
1,109,492
3,110,720
3,111,200
price which the English farmer
received for his products. In the five decades from 1770 to
1819 the average annual price of wheat rose, but this fact
must not be taken as an indication in itself that the condition
of the English agriculturist was improving, for violent fluctua-~
tions in the price of this cereal did much to interfere with his
continued prosperity. Deﬁcienclﬁin the harvest raised the
price of wheat to 113s. 10d. per bfiperial quarter in 1800, to
119s. 6d. in 1801 and to 126s. 6d. in 1812. The harvests of
the next three years were more favorable, and prices again
decreased to 65s. 7d. in 1815,

The decline in the price of sgricultural products which;
began during the Napoleonic wars produced a condition ma‘
England which was extremely critical. Whatever artificial}
aid the English agriculturist had received from the isolation
caused by these wars was withdrawn once peace was restored

1 McCulloch's Commarcial Dicfionary (1847), p. 438, R
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on the Continent. It was urged by many that the severity of
the depression faced by tenant farmer and landlord would be’
- mitigated by the imposition of heavy import duties on farm
products. In an attempt to protect the interests of these
classes the famous Corn Law of 1815 was passed. By the .
terms of this act, foreign wheat might not be imported unless
the domestic price was 80s. or more per quarter (about $2.50
a bushel). Other cereals likewise received protection. Be-
cause of poor crops in 1816 and 1817, prices rose, reaching
/963, 11d. in 1817. A decline followed which, with the excep-
‘tion of a few years, continued until the outbreak of the World
, War. It should be noted that the low prices for cereals did
'not seriously endanger the position of the agriculturist until
‘after 1875.1
"\ In 1828 the Corn Law of 1815 was modified to permit the
importation of wheat upon payment of a tax of 36s. 84. when
the price rose to 50s. If the price advanced to 73s. the tax
was to be reduced to 1s. Again in 1832 the rates were modi-
fied to the extent that importation of wheat could take place
upon payment of a tax of 20s. if the price rose to 50s.; should
the price increase to 65s. the tax was to be lowered to 7s.
The. protection which the Corn Laws extended to the:
grower of cereals was in itself insufficient to improve thei
general condition of agriculture.  The smell proprietors and;.
tenant farmers were sorely distressed by high rents and by,
their inability to obtain necessary credit. Rather than con-
tinue a meager existence or incur indebtedness, many gave up
their lands, this adding still further to the concentrated hold-
ings which were now increasing rapidly throughout England.
In the late thirties changes in agricultural technique began to
exert a distinet influence. Improvement in the means of in-{*
land transportation - extensive road and eanal construetion, | -
but particularly the building of railways — greatly facilitated
the distribution of agricultursl products. It was thought
that these developments, combined with a policy of protec-
- ‘“tiqn, would enable England to become completely indepen-
3 Curtler, W. H. R.: A Short History of English Agriculture, pp. 350-53,
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dent of foreign foodstuffs. & 1 Iﬁ .‘cy of making> the country
self-sufficient through the of a burdensome system of
protection was, however, s §o /to be abandoned.

FROM THE REPEAL OF THE CORN LAWS TO 1875

The history of English agriculture from 1849 to 1914
divides itself into two distinet periods. The first began w with
the elimination of the Corn Laws (1846-49) and ended in the
seventies; the second began in the seventies and lasted until
the outbreak of the World War.

The repeal of the Corn Laws, which had long been agitated
by Richard Cobden and the Antj-Corn Law League, marked
the conclusion of a distinet epoch in English agrarian history.
These laws, looked upon by the agrarian interests as their
only safeguard against complete annihilation, were with-
drawn in the face of bitter opposition, and England entered

- an era, of extensive trade liberation. That the supporters of
the Corn Laws had exaggerated their true significance may
be seen from the fact that agriculture prospered after their
repeal, even though prices temporarily dropped in 1849 and
remained low until 1853. The domestic producer, however, «
was no longer able to support the rapidly growing industrial
population, and the home-grown products were supplemented,
though not as yet displaced, by foreign products. It is well to
bear this fact in mind, since the conditions of this competi-
tion changed in later ya;:ka.nd became a source of grave
danger to the prosperity of English agriculture.

Scientific methods of drajpage, introduced in the thirties,
were rapidly extended after 1850, Wider use of miﬁcial\
fertilizers was made possible through the unportatxon of
gua,np from Peru and of bones from the prairies of South
America, the former used in n the grain fields, the latter for
fertilizing root @rops. New crops were introduced and the
practice of crop rotation was greatly extended. Equally |
significant improvements in farm machinery were made.
Harrows, clod—crushers, grubbers, plows, cultivators, drills /
and mowing, reaping, and threshing machines of improved

N .
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construetion were put into Yo by, Yion. It is largely owing to,
-fthese innovations that Engli gnculture was able to main-
tain a fair degree of prospent antil the last quarter of the
nineteenth century. With ¢ e exception of the year 1860,
the harvests were good. Prices, though at times low, were
remunerative, partly due to the increased supply of the

standaximedlum_ofmkﬂnge attendant upon the gold dis- -

coveries in California and Australia, which greatly stimulated
trade and indireetly benefited the agricultural interests.

‘THE AGRICULTURAL DEPRESSION

In the last quarter of the century a serious agricultural de-
‘pression swept over England, Of immediate importance in
lbringing about this situation were the devastating effects of
: sheep rot, cattle plague, and poor crops. The first indication
of immediate peril came in 1875. Previous to 1874, the
competition met by English agrieultural products had been
largely restricted to wool and the more important cerenls.
+Up to that time Enghsh wheat fields had not seriously de-
clined in area. But poor harvests in 1875, 1876, 1877, and
especially in 1879 worked great hardship on the entire rural
population. In 1879 nearly 3,000,000 sheep were lost through
the rot. Foot and mouth disease and pleuro-pneumonia
ravaged the herds of cattle, and the production of agricultural
¢rops was below any figure reached since 1800.

This condition might have been overcome without unusual
exertion on the part of those most vitally affected if it had not
been of long duration, but the continual recurrence of disaster
was bound to undermine the foundations of the agricultural
life of the country. Under normal conditions it would have

been possible to import foreign foodstuffs until the losses °

which had been incurred through poor harvests had been re-
. paired; but the weakened home producer soon found it in-
creasingly difficult, if not impossible, to enter the competitive
struggle on equal terms with countries which had better
. facilities for growing agricultural products. His position was
made infinitely worse by a general reducti?n in the price of
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. cereals, a logical conraequé'@bl the rapid increase in the

world supply of agricultural¥.$ducts. From 1866 to 1870
the average annual price of \wheat (per imperial quarter)
was 54s. 7d., increasing in t’l% next five years to 5de. 8d.;
but dropping as low as 47s. 6 \ from 1876 to 1880.! Until
the last half of the following decade prices were still reason-
ably remunerative, but conditions became extremely critical
after 1884, From 1891 to 1895 the average annual price was
slightly below 27s.2

Hitherto, poor erops had meant high prices, but foreign ¢
competition had completely altered this condition. Improve-
ments in shipping facilities and' the }ewering of transporta-
tion costs on land and sea brought the products of foreign
countries muchcloser to the English market, thus adding to
the already numerous difficulties of the home producer.
Prices remained low until after the opening of the twentieth
century, although some slight improvement is to be noted
after 1894. A similar tendency is also to be observed in the
case of rents.

Foreign competition, as we have seen, had early been a
matter'ol" public concern in England, Agricultural interests!
had demanded and had received vital assistance in the strug-
gle against this actual or imaginary enemy. When danger*:
seemed to be more real than ever before, protective meas-
ures were withheld, and the agricultural interests of England |
were compelled to enter the competitive struggle on a basis
very different from that of earlier days, and at a time when
foreign countries were extending their output far beyond the
needs of their own people, and tendering part of their surplus .
in exchange for the products of British industry.

In the United States the vast wheat-growing areas were
just beginning to influence the world market. Labor-saving
deyices, which were futroduced during the Civil War to over-
come a labor shortage, were now used to increase the surplus

1 The same ns in 1861 to 1865,

*In 1894 the price dropped to 22s. 10d. per quarter, the lowest point evers
reached,
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of agricultural products for e .‘h‘; and railway eonstruction

" reached to the remotest cornes of the country. The wheat -

fields of Argentina, of India,of Egypt, of Russia, of the
Balkans and, more recently, oflAustralia and Canada, were

- also rapidly adding to the world’s food supply.

Aversen ANNUAL IMPORTS OF WHEAT AND FLOUR'

Yeans

189118895, .
1896-1000. -
1901-1905

* Curtler, op. cit, p 849,

Aslong as the costs of transportation were sufficiently high
to offset any advantage which foreign countries might pos-
sess in agricultural production, competition was not to be
feared. Freight rates declined, however, with the result that
the domestic products were not merely supplemented but in
part displaced by foreign-grown products. The reduction in
price, already referred to, brought with it in time a reduc-
tion in rents, although at first the landowners refused to
lighten the burden of the hard-pressed tenant farmer.

If the acreage under eultivation and the yield had con-
tinued even as before 1875, there would possibly have been
little cause for alarm in the long run. As matters stood, &
steady reduction took place in the acreage devoted to cereals,
with heavy additions to the land already set aside for
grazing. In 1871 just before the period of depression, the
total number of acres of arable land under cultivation in the
United Kingdom amounted to approximately 18,400,000.
By 1914 this had been graduslly reduced to 14,300,000
acres. The area devoted to wheat dropped from about
8,056,000 acres in 1879 to 1,456,000 in 1895; that of barley

“from 2,932,000 to 2,346,000. The increase in prices since the
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nineties did not prevent arable lands from being turned into

‘ permanent grass, the latter increasing from 15,065,000 acres
in 1883 to0 17,335,000 in 1912} At the same time the acreage
devoted to wheat-raising alone increased from 1,456,000 in
1895 to 1,901,000 in 1900, an increase made possible by bring-
ing under cultivation lands formerly devoted to the growing
of other cereals. During the next ten years considerable
fluctuation in the wheat acreage occurred, ranging from
1,408,000 acres in 1904 to 1,972,000 in 1912, The necessity
for an increased food supply during the World War caused a
substantial addition to the wheat acreage, the highest point
being reached in 1918, when 2,796,000 acres were devoted to
the raising of this one'cereal. After the war emergency bad
passed, the total again declined — to 1,979,000 acres by
1920,

JRURAL DEPOPULATION

Beginning with the late seventies, and accentuated in re«
cent times, migration from rural districts was out of propor-
tion to the actual acreage of arable land which had been with-
drawn from cultivation, and to the displacement of labor
through machinery., In 1851 the total number of agri-
cultura] laborers in England and Wales exceeded 1,713,000.
Twenty years later, it had dropped to 1,457,000, Each sue-
ceeding decade witnessed a further diminution. By 1881 the
number had dropped to 1,352,000; between 1891 and 1901
it decreased from 1,285,000 to 1,192,000.

THE REMEDIES PROPOSED

With conditions as described, it was natural that innumer-

able proposals for overcoming some of the difficulties of the

. *Total arable land devoted to grain crops, roots, potatoes, clover and rota-
tion grasses and other crops, including bare fallow:

Yiarg
{nverage)

DOD--|
TN
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farmer would be made -‘-both’a,nactlcal and visionary, eme
anating from the Government and from private individuals.
It is significant that, wherever in recent times the need hag
been felt for improving agricultural econditions, the proposals
have almost invariably been strikingly similar, which would
indicate that the roots of the problem are much the same.
{Plang for making rural life more attractive,iiprovision for
isma].l holdings for the purpose of drawing part of the in-
dustrial population back to the land, duties on imported food-y;;
stuffs (both raw and manufactured), facilities for general and
more technical education, promotion of combinations of ;
agncultural laborers, and organization of codperative enter-.;
prises; including eredit institutions, are probably the most
‘important measures which have been suggested as giving
some hope of relief to an apparently desperate situation. But,
after all, such remedies can be justified ultimately only if
- there is present a sound underlying basis for the existence of
the industry which is thereby being stimulated. The adverse
fortunes which English agriculture has encountered have been
part of the costs of an extensive, and on the whole probably
beneficial, adjustment of England’s economie activities and
her economie structure to a new world situation, which offered
vastly greater opportunities to English industry than to
English agriculture. A proposal which plans to increase the
production of a given article at the expense of the consumer is
usuelly economically unsound. To consider such agrarian
measures independently would betray an entirely too narrow
i conception of their real significance. With the possible ex-
ceptions of restrictive laws pertaining to importation of
(foreigu products and to nationalization of land, they might, if
guccessfully carried out, help to make it possible for some
types of English agriculture to compete more successfully
with foreign producers, especially in the domestic market.
-'The arable lands of England, even were they to be intensively
cultivated, could not make her independent of foreign food-
stuffs. Even if it were within the power of the Government
to make such & condition possible, England would be the
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Joser. ' She would forfeit her share in the advantages of an

‘international division of labor — a division of labor without

which the great industrial countries of the world would find
it impossible to continue to develop along the lines best suited
to their national temperament, their climate, and their natural
Tesources.

EXTENT OF LANDHOLDINGS

By the middle of the nineteenth century the open-fieldi
systerm, which was almost universal in England at one time,
had practically disappeared, and enclosures had consolidated
the most fertile regions of the country. All told, from 1700
to 1760, about 334,974 acres wer}.cnclosed, from 1760 to
1843, approximately 7,000,000 acres. Landholdings were
also increased by bringing moorland and heath under cultiva-
tion and by careful drainage of lands which otherwise would
have remained waste. In the century or more preceding the ..
agricultural depression of the seventies, the tendency toward
coneentration of holdings was very evident. The advantages
of production on a larger scale — the greater economies that *
could be effected and the opportunities for experimentation -
made it profitable for the small landholder to sell his land
in order to becorme a tenant farmer on a more pretentious
scale. Thesmall proprietor or tenant undoubtedly possessed
certain advantages as against the large producer, but the dis-
advantages were increasingly greater. For a while produe-
tion on a large scale finally threatened to undermine the small
landholder and tenant farmer completely. Only in recent
years has this tendency been checked.

ALLOTMENTS AND SMALL LANDHOLDINGS

As a partial solution of the problems arising out of the
agricultural depression, it appeared desirable to make pro-
vigion both for individuals who wished to supplement their

-livelihood by agriculture and for those who wished to en-

gage in agricultural activity as a sole means of support. Ef-
forts of private individuals and of the Government have\.
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« been directed toward increasing allotm:gts and ¢ sgngll hold-

. Distinction must be made between the allotment and the
small holding, terms which have received a rather precise
‘connotation in the laws of Great Britain. _An allotmpent is an
» area of land only large enough partially to support the culti-
vatomccordmg to the Acts of 1802 and 1907 it ranges from
‘quiarter acre, or even less, to five acres; whereas the small
olding, which may be bought or lea,sed will usually vary
_from one to fifty acres. Allotments had early been made by
private individuals who either expected to receive some
economic advantage or were guided by charitable motives.
- Sporadie, unorganized efforts of this sort were not sufficient
to relieve the situation to any appreciable extent. During
the latter part of the eighteenth and the early part of the
nineteenth centuries, the allotment system was closely con-
pected with the functions of the poor-law authorities, to
,whom was entrusted the purchase or lease for allotment
purposes of lands sufficient to care for the most pressing
,needs of the community. It wag late in the nineteenth
' century, when the agricultural condition of the country had
become eritical, that the Government finally took steps to
introduce legmlatlon which it was hoped would increase the
number of small cultivators,
In 1882 the Allotment Extension Act was passed, the evi-
~ dent purpose of which was merely to supplement the private
allotment system which had made considerable progress in
some parts of the country. It soon became evident that the
law was entirely too narrow in its scope and that it provided
inadequately for-the proper execution of its terms. New
legislation was passed in 1887 which attempted to remedy
some of the defects of the earlier laws. The law of 1887
provided that the local sanitary authorities could compel the
owner to sell or lease such lands as were needed to provide
sufficient allotments, That this procedure was unususl, and
that far-reaching results might follow such a precedent, was
* probably little realized at that time. Usher states: “The

. «
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pringiple of compulsion that was applied to this small problem
‘has been gradually applied in a constantly widening field, and
the notion of the superior ¢laims of the general social interest
has thus become embodied in much important legislation.”
Following the passage of the Act of 1887, the number of allot-
ments increased rapidly. Thus, while there had been ap-
proximately 857,000 in 1888, the number rose to 455,000 in
1890. By 1895 it had reached a total of about 579,000, In
spite of this apparent success, there were many observers
who were pessimistic of the results which had been at-
tained. Provisions for compelling the landholder to sell were
essential to the successful operation of the allotment system.
On the other hand, the indifference.or williul disregard of the
law by the parish authorities who administered its provisions
also had to be taken into account. Not until the passage of|
the Small Holdings and Allotments Act of 1807 was this par-
ticular defect remedied. By the terms of this act, local
suthorities were compelled to provide allotments in numbers
sufficient to meet actual need. This act was consolidated
with earlier laws in the Small Holdings and Allotments Act
of 1908. Thus the allotment system evolved, until to-day it
has become a factor of some consequence in the economic life
of England. Whatever its eventual results, it furnishes an
interesting illustration of the difficulty of even guiding the
main stream of economic development.

With the building-up of an allotment system hss come in
more recent years the growth of the small holdings movement>
It was hoped that such holdings would add permanently to
the rural population of Great Britain by giving to those other-
wise unable to cultivate the soil an opportunity of obtaining
land from the government authorities on reasonable terms.
With this object in view, an act was passed in 1892, known a3
the Small Holdings Act. The defects of the early allotment
system are also to be observed in the provisions of this act.
County councils were given the power to buy land from pro-
prietors who voluntarily agreed to sell. The extent of such

1 Introduction fo the Industrial History of England, p. 242.

.
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land purchases, it should be understood, was left entirely to
the local authorities, Such an arrangement was foredoomed-
to failure. As before, lethargy or willful disregard of the law
became glaringly apparent/\(The Small Holdings and Allot-
ments Act of 1907 substantially modified the principle upon
1 which the ‘entire system rested by introducing compulsory
. measures which did much to overcome the inaction of the
past. Not only were the county councils themselves given
the power to compel an unwilling landlord to sell, thus elim~ *
inating one of the alleged reasons for inability to extend the
small holdings, but the newly created Small-Holdings Com-
missioners could in their turn direct a county council to take
.action upon plans which might be drawn up either by the
council or by the Board of Commissioners. The original
» purpose of the small holdings movement was to sell plots of
land, ranging from one to fifty acres, payments if necessary
to extend over a period of years. It was not intended to
encourage leaseholds, The history of the Small Holdings
Acts has shown that the sale of such lands to settlers has been
insignificant as compared with the amount which has been
let out.! While this fact may be regretted by some, the form
of tenancy provided for hardly deserves eriticiam, The land
acqujjed by the county councils, either through purchase or
lease, has been added to rapidly since 1908, and the total
number of small holders has shown some increase. The ideal
embodied in the Small Holdings and Allotments Acts has
been furthered in recent years by several organizations,

1 F. W. Hirst, writing in 1912 (Porter’s Progress of the Nation, new ed., pp.
205-206) observed that *The chief hindrances to its [the Sgall Holdings Act
of 1802] effective working lay in the inability of the county council to lease
holdings over ten acres in sise, in the absence of powers of compulsory pur-

hase, and in the ity for ic and sy hetic administration of
the Act by county councillors who had had extensive agrioultural experience.”

“ But,” he added, “ it is no doubt also true that small holderain the United King-

dom have o a great extent been lacking in that spirit of co-operation which iy

—

essential to their success, and to which the strength of the small holder in France,

Germany and Denmark is largely due. The backwardness of England in thi

respeot hoa been partly caused by the relatively great number of large estates
which renders co-operation between the smaller a more difficult matter.”
Economio changes following the war have given a notable impetus to the break-
ing-up of these large estates.
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notably the Allotments and Small Holdings Association of
" England, While the agrarian situation may have been im-

proved somewhat by these measures, there are many who

hold that the solution of the agricultural problems of the

country calls for an even more far-reaching program. The

Labour Party has declared for a policy of land paticnaliza~

tion, and an important wing of the Liberal Party is willing to
. &0 quite as far.}

DEVELOPMENT OF EDUCATIONAL FACILITIES '/s°*

In an age of severe competition the need for new and better
educational facilities becomes pressing, The simplicity of
method which characterized economiic activity in early days
no longer exists. In industry, to be sure, division of labor has
resulted in a lessening of skill on the part of the individual
Jlaborer, but organization as a whole has become vastly more

\intricate. In agriculture the Wion to-day is not unlike

that which prevails in industry. ¥ Science hag been applied to

j the preparation of the ground, to the selection of erops best

suited to the chemical properties of particular soils, to com-

w bating plant and animal diseases, and also to the administra-

tion of the farm through'the introduction of better business
methods, such as accounting systems. L4

A knowledge of these and other facts quite essential to sue-
cessful farming requires not only practical experience, but
careful study as well. Education of a formal nature hag
therefore become increasingly important. Countries where
competition only slightly affects the agriculturist need give
less thought to this question than those where the competi-
tive struggle is keen. As early a3 1793, 8 Board of Agricul-
ture, a subsidized agricultural society, for the advancement
of agricultural technique, wag established in England, un-
der the secretaryship of Arthur Young. In 1822 this organ)
ization disappeared, but the Royal Agricultural Society later
(1838) assumed many of its functions. The present govern-
ment Board of AgricultureA was not established until 1

 Cf. Rural Repori of the Liberal Land Commiltes (1923-25).
B »
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when agricultural conditions had become eritical. ‘This
newly created board, in conjunction with the Board of Educa-~
tion, has recently been instrumental in earrying out an ex-
tensive program.of education throughout Great Britain.'

= Funds have been provided by both central and local govern-
ments for the equipment of experimental stations and col-
leges. Of the earlier agricultural colleges the one established
at Cirencester in 1845 and Th& Aspatria College in Cumber-
land, organized inqi'874, were the most influential, although
both colleges have since been discontinued. Beginning with
the successful efforts of Sir J. B. Lawes in the forties and en-

ouraged by the efforts of the Royal Agricultural Society (in-
orporated in 1840), agricultural experimentation has ad-
y;"yanced rapidly in recent years. Since 1909 the Development
" Commission hag formulated a far-reaching program of agri

eultural research. Substantial government subsidies hav
been granted to a number of existing experiment stations and
colleges to conduct research in plant pathology, plant-breed-¥
ing, fruit-growing, dairying, agricultural economics, and allied
problems. The number of institutions giving courses in agri-
cultural subjects has been greatly increased. Yet educa-
tional facilities still remain inadequate, a fact to be aecount:i
for in part, at least, by the conservatism of the English
farmer. Nevertheless, judging by the amount of produce
they get from an acre of land there is no evidence that
English farmers are less efficient than those of other coun-
tries.}

i ORGANIZATION OF AGRICULTURAL LABORERS

The future of the agricultural laborer may depend largely
upon his ability to combine for purposes of mutual better-
ment, both economic and social. That this constitutes no’
mean task is clearly shown by the history of such organiza-
tions in countries where the attempt has been made to bring
together the scattered forces of agricultural labor. The

t The ovidk is ably reviewed by Prof D. H. Macgregor, in the
E. ‘e Journal, S ber, 1025 (vol. XXXV, pp. 380-87).
¢

~
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migratory nature of this class of workmen resulting from the:.
" seasonal character of its employment, and the fact that.
only relatively small numbers of such laborers are found in '
any one locality, are obstacles which usually militate against
successful organization. These obstacles, however, have not
prevented the experiment from being tried in Great Britain,
The National A%%‘cultural Laborer’s Union, organized in

1872 unde the leadership of Joseph Arch, had a remarkable
biit hort-lived existence.! Singe.1914 the organization of
agricultural laborers has proceeded rapidly, as indicated by
the membership in the National Xgriculiural Labourers’ and ;/
" Rural Workers’ Union, which in 1920 had a total enrollment
of approximately 200,000. Howc(er, due to the_economie
depression of 1921-23, the membership declined considerably.

It has often been maintained that only through such
organizations will the agricultural laborer’s condition be
raised generally to the level of economic and social decency.
This statement can hardly be refuted. If we agree with
those who believe that the difficulties of organization are in-
superable, then little hope exists for the agricultural laborer
unless the Government, through legislation, provides him _

ith the essential safeguards. Such messures as minimum
age laws, bousing laws, insurance against the ordinary and
xtraordinary hazards of his employment may go a long way
oward solving his problem.

Passage of the Corn Production Act in August, 1917, pro-
vided for a basic minitpum wage of 25 shillings pex, week for
agricultural laborere. The responsibility of enforaing the
minimum wage was placed in the hands of the Central Agri-
cultural Wages Board, and a careful plan for the administra-
tion and fixation of such wages was adopted. A basic mini-
mum wage was established from time to time, and after in-
vestigation definite rates were determined upon for the vari-
ous counties. On October 1, 1921, the Corn Production
Acts (Repeal) Bill became effective, and the machinery for

1 horehi

_ p in this organisation declined from spproximately 86,000
in 1874 to 1100 in 1894.
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regulating and enforcing minimum wag% rates was abandoned.

- To take the place of the Central Agricultural Wages Board
and loeal boards, the organization of voluntary local con-d
ciliation ¢ommittees was recommended, to determine wa.gei
rates! Which could be legally enforced if necessary. By the'
end of 1921, approximately fifty-seven of these committeesv
had been organized. The industrial erisis of 1921-23 how-
ever, caused a sharp decline in agricultural wages which offset
most of the advantages gained during the prosperous yedrs
previous to 1921.

v+ & COOPERATION
- Cobperative undertakings have long played an important
part in bettering the lot of the agricultural population of &
number of Continental countries, but in this respect. England
has been decidedty-backward, In many countries of Europ
where landholdings are relatwely amall, notably in Franc
in Denmark, in Italy and in certain sections of German
this movement has been well organized and has accom:
plished excellent results. In England and Wales, on th
other hand, in spite of the establishing (1901) of an organiza~
tion for the express purpose of fostering cobperative under-
takings in the rural sections, it has been difficult until quite -
recently to maintain agricultural credit and supply associa~
tions. This s all the more astonishing when we consider that
* ecobperation in retailing has been remarkably successful ih
English urban communities. Despite their early failure,
«farmers’ codperative associationsyappreciably increased their
membership from the early part of 1919 to January, 1920.
That this form of cofperation may ultimately become a
factor of importance in the agricultural organization of the
country is not unlikely,

‘OTHER REMEDIES
/ _It has also been suggfested that England revert to her for-
» mer pohcy of protection in order to combat the serious effects
of forelgn agnctiltural compet:txon.) Ths.t such a proposal

[N
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_ meets with the suppo;t of those who represent landlordisrd -

is not surprising, for the argument in support of protective *
tariffsin England is just as alluring as in other countrigs where

. the spirit of national self-sufficiency still prevails. earlys,

as 1903, s movement-way Etarted throughout Great Britain,

" under the leadership of Joseph Chamberlain, to regstablish a

general profective faxiff, with colohial preference. Bup-
ported by the Unionist Party, but bitterly opposed by by the
Liberals, this program made considerable progress in the
years preceding the World War! There was little to be
gained by denying the claim of the protectionists that the
landlords would profit by an increase in the price of food-
stuffs which would follow if duties wefe imposed upon cereals,
flour, and the products of the dairy industry. But whether
the English consumer would benefit was another matter, *

v Higher prices would acerue to the advantage of those directly

interested in sgriculture, but the consumer would pay dearly|-
for the landlords’ prosperity, and after all the Governmen
had to take cognizance of the fact that the industxial popula~
tion far outnumbered the agricultural. A protective tariff,
moreover, by raising the cost of living, would ultimatelyv~
affect wages, and hence the price of industrial produets. This

. would in turn react upon the economie relations with all parts

of the Empire, making some sort of preferential treatment for
PBritish exports necessary. The repercussions of dny English «
tariff act would be so complicated, and its long-time effects
upon traditional policies so revolutionary, that the political
parties have generally looked upon it as a dangerous issue.

(Finally, among the rerpedies suggested for the agrioulturall
depression, land natxonahzatlon has been put forward as 8, ¥
feasible solution. T Wwtiomalization of a country’s landed '
resources is at most, & dim and doubtful possibility for the fu-
ture.) In the meantime, practical 1 and effective steps — even if
they appear to be merely “temporary palliatives’” — must be
taken if agriculture s to retain even it# present importance in
England’s national economy. Perhaps the most important
of these remedies are those which look toward attqi;xing

» - s
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; 1 better living conditions and a largef meaum of economie
' security for those engaged in agriculture. “It appears likely
that the right road for the immediate future leads toward

permanently securing a minimum wage for agricultural *

laborers, enacting and enforéing hoiising laws, and providing

redit, facilities liberal opportunities for landholdings.h

i we have seen, the Government has already taken some
important steps along this road.

Proof that opportunities exist for the further expansion
of English agriculture, it was thought by some, was given
during the war, when the produetion of wheat alone inereased
thirty-two per cent (in 1916) over the annual average of the
period from 1904 t0 1914 The acreage devoted to the cereals
(wheat, barley, oats, and rye) in England and Wales in-
creaged from an annual average of 5,294,286 in the years
1905 to 1914 to 5,637,190 in 1917. CThe efforts of the Govern:
ment in 1917 to increase the food supply through legislatio
resulted in adding to the total arable lands considerably ovegv
one million acres by 1918, But, as in the Napoleonic wars,
the stimulus of high prices was the main factor in bringing
about an increase in British erops.’

.In order to guard the interests of the producer, the con-
sumer, and the Government, the Corn Production Act was}-
put into operation in August,1917. The act provided mini-}"
mum pricesefor wheat an%loa.ts) If the Biice dropped below
thesé Minimg, Which wéré £ be changed from time to time,
the Government stood ready to pay the difference. But in
place of a fixed minimum per bushel, the law provided that
the farmer should receive payment or compemsation based
. upon the acreage under cultivation, In deseribing the opera~
tion of the system, Reginald Lennard states: “If the average
price of a quarter of wheat or oats for seven months from the
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beginning of September in any year was less than the guar-
‘anteed minimum price for that year, the farmer was entitled
to be paid four times the amount of the difference for every
acre planted with wheat and five times the difference in the
case of oats for every acre planted with that grain, - The pay-~ -
'ments to the farmer might, however, be reduced or withheld
altogether if the land had been negligently cultivated.” *

Owing to the high price of cereals, the regulations of the
Government were ineffective, excepting in so far as they en-
couraged the extension of the cultivated area. The Govern-
ment in December, 1917, also fixed maximum prices, through
provisions contained in the Defence of the Realm Act. From
the standpoint of the producer thif regulation was disad- -
vantageous, since the maximum prices were actually below
the current or market quotations.

- {'The minimum price guaranty for wheaj and 'oatl, it should {
be mentioned, was again provided for inithe Agriculture Act ) »
which went into effect on January 1,1921,)as was likewise the
provision for Ghe minimum wagw,@ixt‘bﬁth of these measures
were withdrawn through the rewgﬁcgnmggggluction v
Act which became effestive on October 1,921} Not alone
the agrieultural laborer, but the farmer as well, has therefore
been deprived of the benefit of government protection. The
result has been that both classes have guffered financial

osses which it will be difficult for them to repaiw.

Even before the repeal of this legislation, much of the war-
time gain in productive area had been lost. {By the end of
1922, England found herself with only about 300,000 scres
more than at the beginning of the war, a(oss of about a mil-
lion acres)or approximately seven ninthsjof the increase as it
had appeared at the time of the armistice. In brief, the
United Kingdom has gone back to something very near the
agrieultural situation of 1914, producing about two fifths of f :
the food supply at home and tending to ke§p a high percent-
age of grass lands relative to those tilled.

No gingle explanation of the persistence of a system of huge
1 Journal of Political Economy, vol. xxx, p. 609,
. »
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holdings, as compared with France and Belgium, can be
made. Great Britain’s position in world trade and manu-
facturing evidently has much to do with if, but this item be~
comes less convincing when we include intensively industrial-
ized Continental countries in the comparison than it would
if we chose France alone. That the gituation is not at all sat-
isfactory is generally recognized. Un gpite of all that has
‘been done. to encourage amall holdmgs and allotments, it
teannot be said tha.t any promising ocure is in sight, The
development of “éducational facilities for technical treining
yis sorely needed, and & good deal could be done to foster

“fural credit institutions. ) As Germsan writers often in-
sisted before the war, it is possible that Great Britain’s
relatively swift rise to her dominant position in world
trade, industry, and finance has been due in part to for-
tunate combinations of circumstances. Whatever the rea~
sons, agriculture has paid a certain price for it. It would
be rash to predict what kind of economic readjustment may
take place with the growth of industry and commerce else-
where, but if Great Britain’s relative predominance should be
affected, she might very well have to grow a larger percentage{
of ber food supply instead of trading for it abroad. Wise
measures could accomplish something in the meantime, but
in the absence of any great economie pressure or any assured:
economic advantage, the results of attempts to force people
onto the goil have not been particularly encouraging,
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{ CHAPTER VI
AGRICULTURAL DEVELOPMENT OF GERMANY
SINCE 1800

ABOLITION OF SERFDOM

vannsrnr of climate, differences in the fertility of the soil,
ang racial and political conflict have played an important
i part in the development of agriculture in Germany. The ;
struggle from serfdor, to freedom wag successful only after -
‘centuries of conflict:” In England the disappearance of the "
manorial systery was gradual, but certain and continuous.
Not so in Germany, for in some parts of her territory serfdom
disappeared early, while, at the same time, a highly developed
manorial system continued intact elsewhere. 'The reasons
for this situation are to be found in the conditions under which
the manorial system flourished and decayed throughout Ger-
man lands — conditions which were largely controlled by the
gquraplncal regions in which, respectively, they developed.
" In the e southwest, the manorial system early showed signs *
“of decayw ommutation of services, notably during the
fifteenth and sixteenth centuries, gradually led to a decline in
serfdom, until, by the middle of the seventeenth century, it '
had largely disappeared as a factor in the economic life of the
people, even though, legally, serfdom was not abolished until
much later'and unimportant remnants of manorjal organiza-
tion continued into the twentieth century.« The scattered
manorial possessions in many parts of the southwest gave
little opportunity for the development of landlordism. This
lagk of territorial continuity frequently enabled the serf to
secure his freedom through commutation of manorial obliga-
tions, and possibly to gain possession of one of the numerous
seraps of land which cox/mtituted part of the holdings of his
lord. Thus, in time, the relatively independent peasant be-
agme a domipant fi in the rural organization of this ter-
ritory, .
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“ In the northwest, landholdings had been more extensive
than in the south since the early Middle Ages. They were !
never minutely subdivided, the real manaorial order did not .
take hold, and serfdom was abandoned as unprofitable before |
modern times. Fairly large tracts were leased to farmersg.
and the peasants were chiefly agricultural laborers. Thi
region was near Holland and the Hanseatic towns, and much *
of it was in the path of Duteh colonization eastward, as a -
multitude of family names still shows. In comparison yith
eastern Germany,-however, individual holdings were rela,-r
tively small!

Pressure of foreign influences and severity of climate largely
determined the history of the terrisory which lies east of the
Elbe. The enervating influence of serfdom and its numerous
appendages had practically vanished from the greater part of
Germany by the time that, with retarded vigor, serfdom was
universally established in the east. For this confused state
of affairs, Slavie invasions were partly responsible. The re-
colonization of this territory by Germans, Dutchmen, and
others in the ninth and tenth centuries had been supported by
concessions of land and also of freedom from the prevailing
system of personal obligations. Opportunities of exploitation .
under a manorial system were, however, too great to allow &’
free and unhindered development of this territory., By the
seventeenth century, serfdom had become well established,
its conditions often extremely severe, bordering, in some cases,
on abject slavery. This situation prevailed until the early
part of the nineteenth century and can be accounted for by

» the desire of the landlords to increase their power through dis- -
possession of the small landowner, 8 policy which was ruth-
lessly carried out until the greater part of the land in the
northeast was brought under their immediate control. It
was not a difficult step to bind the population to the soil and -
to establish serfdom once the free peasant had beén tarn from |
what he thought to be his rightful possession. Many ac-
centuating forees entered into this struggle. The Thirty

'. Sartorius von Waltershausen, A.: Deutsche Wistschaflsgeschichte, p, 13,
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Years’ War (1618-48), with its attendant confusion, gave the
large landed proprietor an opportunity of imposing still '
severer terms on his helpless subjects, until finally the “rule
of custom,” which had previously regulated the services de-
manded of the serf, disappeared, and the lord was able to
impose his own terms.

At the opening of the nineteenth century the need fo
legal emancipation was particularly pressing in eastern
Prussia, where economic and political forces which had led>
to the dissolution of feudal institutions elsewhere were as
yet not in evidence. A national ealamity of the most
disastrous nature was required to destroy the legal founda-
tion of serfdom in Prussia. The victories of Napoleon in «
1806 maiked TRe Beginniig of great reforms. A defeated
Prussia conceived a program of reorganization in which the
abolition of serfdom was but a part. Shortly after the far-
sighted administrator, Stein, had taken office, the Emgneipa~
tion_Edict of 1807 was issued. This edict provided for a
' complete emancipation of the serf by 1810. At the same time
'the caste system, which had prevailed for so long and which
‘had worked such endless hardships, was abolished. Laws

which had closely regulated the economic activity of the
various classes were withdrawn, thus allowing the nobility
to engage in activities which were formerly permitted only
to a citizen, and allowing citizens, in their turn, to engage in
the pursuits of the peasant. TFurthermore, the restrictions
%d in the way of landholding were withdrawn.

ad the emancipation proclamation been carried out as!
originally intended, one of the greatest obstalles to the
agricultural development of Germany would have disap-
peared at one stroke. Legally the serf had been freed, a.lt
though he wag still kept in a condition of semi-serfdom{™ ™
Three forces contributed to destroy the full effect of the
Edict of 1807: the general backwardness of the peasanti.
population, the attitude of the Government, and the opposi-|
tion of the lords. The manorial system had not as yet been
displaced by a new and more vigorous organization. In
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a0t

England, manorialism had disappeared gradually, making
roomn for a new form of economic activity, which proved to be.
extremely profitable; namely, sheep-raising. The severance

of the bonds of serfdom was carried out in later days,

not

always without protest, but at least more willingly than in

Prussia. Emancipation came in Prussia at a time when

the -

msnorial organization was still firmly established and still pro-
fitable to those who were fortunate enough to reap its bene-
fits. The struggle to overthrow manorialism showed the in-
herent strength that rested in the landlords. Their influence

was responsible for the inclusion of agricultural laborers in

the

Gesindeordnung (Servants! Ordinance) of 1810. This or:ij B
nance circumseribed the freedom of/4 large number of pe:
ants who were supposed to be domiciled with the landiord,
by restricting their right in the matter of contractual rela-

tions with the lord. Thus a separate code was set up

for

the express purpose of allowing a continuation of many of
the manorial customs which the Emancipation Edict had
intended to abolish. It is a significant fact that this ordi-
nance was enacted only shortly after the Ediet of 1807 had

become fully operative. The history of the peasant and

the

agricultural laborer in Rrussia in later years is closely related

to that of the Servants’ Ordinance of 1810. While

the

industrial laborer gained his economic and political freedom,
the agricultural laborer was held in virtual bondage through
the strict interpretation of the ordinance. Similar laws were
put into effect in other German States, although from time

to time their severity was mitigated by amendments to
original acts.
But in Prussia legislation affecting the condition of

the

the

newly created peasant had only begun. The manorial lords
in many instances stubbornly refused to acknowledge that
serfdom had come to an end, and exerted their influence with
the Government to introduce legislation which would ward
off, to some extent at least, the possible future dangers to
their interests which emancipation th.eatened to produce.
In the years immediately following the Edict of 1807, laws
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were passed which in some respects weakened, and in others
strengthened, the position of the peasant. During the["
Hardenberg Ministry a law was enacted (1811) which allowed l’
the peasant to own the lands which he held, but provided for
o an adjustment between the landlord and the peasant where-
by the latter was to cede a certain portion of his holdings to
the lord in compensation for the losses which the lord sus-
tained by relinquishing many of the feudal rights that he had
. exercised in days gone by. The law of 1811 grouped the
peasants into two classes: those who held their lands by /
heritable rights, and those who did not possess such rights.
It provided that the former should eede one third of their
holdings to the lord, and that the others should cede one
half, the remainder to become the property of the peasant.
However, “a royal declaration of 1816 limited the applica-
tion of the principle to men who did Spanndienste, the full
peasants who had plough oxen and a share in the regular vil-
lage fields. All below them were excluded, left to the old law,
liable to be called upon for services. Now the declaration
of 1816 remained in foree till 1850, and most of the work of
rearrangement was done under it for those peasants whose
land was not heritable. The higher grades were more for-
tunate. They bought off their cld obligations by a sacrifice
of land, or by an agreefnent, to pay a rent without sacrificing
land; and there were no great delays in concluding the
transaction.”
“But the (‘regulated’ peasants,as the tenants of non-
heritable holdings eame to be called, fared badly in the
long run. Their lord could make any arrangement he liked
with them before ‘regulation’ began. As it did not begin
until they asked for it, he could buy out their interest in the
-land under the free trade legislation of 1808.”*
The Act of 1811 also provided that those who held ex-
tremely small plots of land, where subdivision would have
resulted in the creation of holdings insufficient for a liveli-

2 Clapham, J. H.: The B ic Develi ¢ of France and Germany, 1815~
1914, pp. 4445,

-
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,hood, should be given' the opportunity of paying rent to the
landlord. A further difficulty encountered by the small
peasant resulted from the fact that the law did not provide
for automatic separation of his holdings. In every case it
was necessary for the peasant to request that such division
be carried out, which obviously was a slow process.

As a result of this legislation, new lines of cleavage de-
veloped within the rural population. For those who did not
possess heritable rights, the servile relationship existing
between lord and serf often continued as before emancipation,
Even the modifying influence of legal freedom, which carried
with it a circumseribed right of migragion (a privilege which
was of doubtful advantage owing to/fhe political and econo-
mie confusion which existed throughout a large part of the
German lands in the early nineteenth century), did but little
to change the position of & considerable number of the rural
population until 1850.

In the same year (1811) the regulatory features of ea,rly
enactments were extended to include certain elements of
the rural population which formerly had been neglected.

. Even so the lowest class in the rural population remained
at the mercy of the landlord. This class (laborers and
tenants-at-will) was still in & semi-servile state, rendering
services as of old when called upon to do so. With a com-
munal council interested and willing to defend the claims of
the landed proprietors, who still resembled the manorial
lords of earlier days, little mercy was shown in demanding
such services.

An inevitable result of the emancipation of the serf im

f

eastern Germany was the further concentration of land+¥

oldings, which was made possible through the separa,tion

{ of peasant and manorial lands and through additions to the[‘

{ landed estates of areas bought from the smaller peasants.:

¢ After emancipation, these possessed the right of disposing of

their property at will and often did so, owing to their in-

ability or unwillingness to carry of:agriculture independ-
ently.
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That the peasant, even after he had gained complete pos-
session of his land, would continue to cultivate his fields as
he did before emancipation was to be expected, for ecommon
rights among the peasantry were maintained. This condi-
tion was greatly deplored by contemporary writers, who saw
in the perpetuation of these rights & serious handicap to the
newly created peasamntry. 'The history of agriculture in
Germany showed that their fears were not mere illusions.
ﬁ’togress in the consolidation of peasant holdings was ex-

remely slow. The Prussian law of 1821, however, gave it
an impetus and other German States passed legislation with
the same end in view. Gradually the retarding influence of
ancient methods of agriculture was overcome, sometimes
by the efforts of the peasants themselves, but more fre-
quently through legislative enactment.

The early disappearance of serfdom as a vital factor in
agricultural development in the southwest and in the north-
west hag been referred to elsewhere. Remnants of serfdom
still existed in these districts long after serfdom had been
legally abolished. However, the system of landholding
which prevailed in the southwest made impossible a settle-
ment between the lord and the peasant on the principle
adopted in Prussia, namely, that of eeding to the lord part of
the peasant holdings. Instead, the peasant was required to
make payment over a term of years, gaining unrestricted
freedom and possession of his property only after the terms
of the financial settlement had been fulfilled. Some States
made more rapid progress than others in eliminating the
servile dues which had been inherited from the past. In the
great majority of cases, this matter had been definitely
disposed of by the end of the nineteenth century, only a few
remnants of such dues still lingering on into the second
decade of the present century,

PROGRESS OF AGRICULTURE TO 1875

German economic life during the eighteenth century:|
!centered chiefly around agriculture. Only here and there ;

(3
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were industry and trade followed as exclusive or independent
fctivities. The great commercial centers, which in centuries
%pa.st had furnished outstanding examples of efficient organi-

o disorganized Germany, broken into many States, eac
struggling for economic independence. The Industrial
Revolution, which had already deeply affected the economic

life of England, had not as yet greatly influenced Germany.
1 As late as 1816 a large majority of the people, approximately
i three it fourths, was distinctly rural in character.!

zation bad completely disappeared; all that remained waq.

Dunng the Napoleonic wars agricultural production had )" -

-been seriously hampered. An unduly Jarge output followed
the conclusion of hostilities. By thé twenties produetion
had become excessive, culminating in a serious crisis. The

+ growth of industrial activities, beginning in the thirties,
resulted in an increased demand for agricultural products;
prices rose and the position of the agricultural population
was greatly strengthened. Crop rotation was extensively:
applied, improved agricultural implements were introduced,”
and the application of chemistry to agriculture received the
careful attention of German scientists.

Edycation, which had become increasingly important as
geientific knowledge was brought to bear upon the solution
of agrmultura,l problems, wag encouraged by the establish-
ment in Prussia of a number of agncultural colleges, begin-
ning in the thirties, and by the inclusion in university cur-
ricula of scientific courses in agriculture. Agricultural pro-
duction now demanded a technical knowledge which had
been unnecessary as long aa strip cultivation prevailed, with
its fixed and limited rotation of crops. The production of

<beet syganalone, which had become an important industry
by the middle of the century, required considerable skill.
In order properly to develop this industry and others that
depended for sucoess upon application of scientific knowledge,

1 it was necessary to provide technical training and suitable

' machinery. These new demands ¢ the agriculturist were

1 Bartorius von Waltershausen, op. ait., p. 6.

. .
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met with an initiative which was all the more remarkable
when the general backwardness of agriculture throughout
Germany is taken into account. Interest in agrarian pro-
gress is also shown by the number of gxhibitions of cattle and
of machinery which were held quite regularly after 1835.
The importance of improved methodg of bookkeeping, in-
troduced. by-the large landholders, likewise should not be
_averlooked, for success in agriculture as in any other econo-
:mie activity depends in part upon an accurate system of
accounting. 'The benefits of scientific knowledge accrued
&t first only fo the proprietors of large holdings, who alone
had the necessary capital which expensive equipment called
for and the concentrated holdings which were needed for
experimentation. For this reason eastern Prussia, where
landlordism predominated, became the center of agricultural
progress during the nineteenth century.

Encouragement to the small peasant came at first not so
much from the application 6f tiewer and better methods of
agriculture as from improvements in the means.of com-
munieation:- After the fifties the railways spread a network
of rapid and cheap transportation in all directions, thus
rousing the small peasant from his lethargic state. New
fields of endeavor were opened to him, and his economic
dependency upon the landlord was diminished.

German sgriculture continued to show signs of fairly
continuous progress until the last quarter of the nineteenth
century. The ares under cultivation grew steadily, surplus
commodities were accumulated, and the export of agri-
cultural prgducts became an mcreasmgly impdrtant factor
in_economie life.”

°

7/ AGRICULTURAL DEVEROPMENT SINCE 1875
Among the many economic problems which Germany
encountered following the Franeo-Prussian War was a
serious agricultural dep_ressxon A victorious Germany,t.
politically and economically strengthened, emerged from
this conflict, ready to undertake industrial reorganization
. )

-
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. on & scale never before dreamed of. Such a transformation
*could not be accomplished without & far-reaching readjust-
ment in the economie organization of the country. The
_period following the Franco-Prussian War was characterized
/by a feverish effort to achieve national greatness through
& policy of economic self-sufficiency. Previous to 1870
German agriculture had been able to maintain itself in a
fairly flourishing condition without government assistance.
The great wave of inflation which swept over the country
following & cultoinatiomof the war with France, and the
heavy indebtedness of the landholding class, which was
particularly pronounced in the eighties and the early nineties,
were in large measure responsible for/fhe difficulties now en~

« countered. Added to these problems was the sudden phe-°
nomenal growth in industrial activity, which drained the
rural districts of many laborers to meet the unprecedented
demand of the great industrial plants for labor. This in-
creased demand meant a rise in wages, which the landowner,
in turn, had to meet, even in the face of the falling prices
which followed after inflation had run its course and deflation
had set in. Foreign competition, moreaver, affected the Ger-
man landlord to an alarming extent. The wheat fields even
of distant continents were brought into close competition
with those of western Europe, and thus & new source of
danger arose.

AGRICULTURE AND THE TARIFF

"The expanding industries of a newly born Germany almos({\i
immediately demanded protection, Competition with they
firmly established and well-organized industries of other na~
tions, it was claimed, would not allow an unhindered develop-
ment unless some security were provided. Protection
against the importation of foreign manufactures could not
be undertaken under conditions then prevailing in Germany

< without granting similar con¢issions to the agrarian in-
terests, which, rightly or wrongly, maintained that their
welfare also depended upon & protective tarifl. In previous

M .
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-years the export of wheat and rye had been fairly regular,
while the domestic market had been well supplied with home-
grown products. Why, therefore, should protection be
extended to the landlord? Without doubt, the agricultural
depression of the seventies had changed eonditions appreci-

. ably. The growth in the industrial population after 1875
had resulted in an increased demand for cereals which the
home producer was unable to provide. With the large
cultivators clamoring for assistance the Government soon
found itself helpless and allowed fairly substantial duties on
sgricultural products in the tariff of 1879. However great
the dangers may have loomed in the minds of those who
promulgated this tariff, it must be remembered that, so far,
German agriculture was not in a precarious condition, even
though imports of foreign cereals had already begun, notably
from Russia. While the cultivated ares and the total

- production slowly but steadily incressed, the demand for
foodstuffs rose still more rapidly. Hence, even though
prices did not immediately react to the stimulus of the tariff,
ultimately there was bound to be a rise, to the detriment of
the consumer.

"The large, not the small, producer benefited from this
protective legislation, But even with the former, the situa~
tion was not altogether satisfactory. The heavy demand of
the industrial plants for labor, as already noted, had brought
about a rige in the general level of wages. Furthermore,
despite the increased demand for agricultural products,

- world prices persisted in their downward trend. For years

¢ the pressure of falling prices, brought on by ax ever-increas-
ing production abroad, was the weapon used by the landlord
to force the Government to continue and to strengthen
legislative measures on his behalf. Once Bismarck had been
won over to the theory of an Agrarstaat, he became the poli
tionl spokesman of the great landlord class or country gentleh
men, the Junkers. So the policy of protection was con- -
tinued, not always with the same enthusiasm, but with
sufficient force to strengthen materially the position of the

«
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large propnetor If the influence of this class had not been
*so powerful in the councils of state, the history of agra.naxi
Germany would have taken a very different course.

Incresse in the duties on agricultural products continuedf T
until the early nineties, Reductions were then introduced,\.x\ i
which, however, did not materially change the general policy
inaugurated by Bismarck. High protection on agricultural
products was again provided in the Act of 1902 (eﬁ'ective in
1906),-when the tariff underwent a complete revision, In
addition to the duties imposed, various obstacles were now
placed in the way of the importation of a large number of
agncultural products. The landed proprietor thus gained
possession of a powerful weapon in hls ruggle aga.mst foreign
competitors.

In the years following 1906, the increase in the price of
cereals brought about a significant change in the importance
of agriculture. Coupled with rising prices, there was a
steadily increasing demand for land, which greatly advanced
its market value. In spnte of the still heavy indebtedness of
the landholding class, which resulted in part from the price
inflation of the period following the War of 1870, the condi
tion of the landlord was now much less precarious than'
during the latter part of the nineteenth century., He had'
given considerable attention to the production of rye and
wheat and his output had increased, yet he was by no means
able to meet the demand of the domestic market. Although
in the years just preceding the World War, the dependency
of the German consumer upon other nations had become
slightly less, the Government nevertheless estimated that in

. 1914 between one sixth and one fifth of the population was
obtaining its sustenance from abroad.

1 PropucrioN oF Rz anp Weear tv GerMany, 1880-1919

Trn-YEam Mwrage Toxs ¥ Mernue Toxe®
AveRaas ‘Whent
1880-1889. , 2,478,738
18901899 ,086,

1900~ 1908 3 8,624,259
1910-1919., . 274,804 3,205,782

'Ammomumﬂpoum
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RUBAL DEPOPULATION

* The danger of foreign competition was by no means the
only problem which faced the landlord and demanded the
attention of the Government. 'The tendency of the popula~
tion to concentrate in industrial centers became a serious
problem in Germany, particularly in the east. The agri-
cultural laborer was no longer closely bound to the soil,
although devious schemes, some of which became law, were
used to bind him more closely to the landlord. Rapid!
increase in urban population began in the third quarter of\,

the century, but even as late as the decade following the' -

Franco-Prussian War little change occurred in the numerical

.importance of the rural population. In the nineties, how~

ever, a decided decrease can be observed. From 19,225,455
in 1882, the rural population, including those engaged in
forestry and the fisheries, dropped to 18,501,307 in 1895.
By 1907 it had declined to 17,681,176 or 28.6 per cent. of the
total, as against 42.5 in 1882. Relatively and absolutely,
the population of rural Germany had declined. ; The in-
fluence of the jntroduction of farm machineryg.the spirit of
independence engendered by the revolutionary movements
of 1848, and later the greater security and opportunity of
self-development resulting from the establishment of na-
tional unity3 the increaged mobility of labor following the
introduction of the railway and other means of rapid inter-
communication ygreater opportunities for a more varied and
regular employmentgbetter living conditions in the cities,
due to the strict enforcement of social legislation — these
have been the main reasons for the decline®of the rural
population.

Moreover, wages were lower in the rural districts, often
considerably below those paid to the industrial worker. The
standard of living of the rural laborer was therefore corre-
spondingly lower. There existed, furthermore, a deplorable
lack of recognition of the civil rights of the agricultural
population. The relationship between the tenants-at-will
and the ggricultural laborers and their employers was still

-
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tinged with the spirit of the manorial régime. Even the
“smended Labor Code in Prussia (1869), the Imperial Civil
Code, and other liberal enactments of recent years which
benefited the industrial class, cautiously omitted the agri-
cultural laborer from their provisions. The rural exodus
was likewise encouraged by active propaganda on the part %
of agents, who made every effort to cause an influx to the
industrial centers. .

To take advantage of the greater opportunities in the
industrial sections of the home country was not the only
alternative left to the dissatisfied agricultural population.
The possibility, indeed probability, of economie success in
foreign lands was not to be overlooked, and at various times |
the agricultural distriets of Germany considerably swelled
the tide of emigration. It is well known that the revolu~ »
tionary upheavals in the forties had much to do with en-,
couraging emigration in the two decades following; but the
economic motive also was beginning to play an increasingly
larger part. Later, conditions in the United States during.
and immediately following the Civil War, and the industri-+
alization of Germany contributed to decrease the number
of those leaving for foreign lands. In the eighties, however,
temporary economic disturbances gave renewed impulse to
the wave of emigration. Only 35,888 left Germany in
1880; in 1881 the figure rose to 220,902. Increased indus-

o trial activity after 1895 again caused a remarkable decrease
in the number of emigrants, a condition which prevailed
until the outbreak of the World War. Following the war,
due to restrictions imposed either by the home Govern-
ment or by foreign ecountries, emigration has been reduced
to an extremely small figure.

Since the increase in tha population did not affect the
number of available agricultural laborers, the dependence of
the landlord on foreign labor became more pronounced, until
in recent years the German rural population, particularly in
the east, has been heavily supplemented by the foreigner,
coming, under close governmental supervision, from the

N .
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countries bordering on the German frontier. Owing per-
haps to the competition of this foreign element in the labor
supply, accustomed to a lower standard of living than that
maintained by the German laborer, agricultural wages did
not rise 8o rapidly as in the industrial centers, where this
competition was not present. - In 1907 the total number of
" migratory laborers, largely Russians, Poles, and Austrians,
\ reached a total of 257,329; by 1912-13 it amounted to
“ nearly 500,000.
Rural depopulation was also partly due to the seasonal

demand for labor and to the introduction of farm machinery |

which displaced a fairly large number of agricultural laborers.
. Foreign migratory laborers therefore filled o distinet need,
but still were not numerous enough to satisfy the demand of
the landlords. So at times recourse was had to the utiliza-
tion of soldiers in the harvesting of crops. Following the
example of the United States, proposals were even made to
introduce Chinese coolie labor. But this plan came to naught.
Introduction of migratory laborers into the native labor
supply should at best be regarded as a temporary measure;
certainly not as a desirable solution of the problem of labor
shortage. Outside of eastern Prussia the migratory laborer
was of relatively little importance, since elsewhere the local
labor supply, supplemented to a small extent by foreigners,
proved sufficient to cultivate the fields and harvest the crops,
Improvement in the general condition of the agricultural
population was distinctly retarded through the efforts of
the ““Agrarian Leagus,” which successfully exerted its in-
fluence Tupon the Government to prevent the passage of
legislation which would be detrimental to the financial in-
terests of its members and urged the enactment of laws which
would perpetuate the privileges which they already pos-
sessed. Compared with the eastern provinces of Prussia, the
lot of the rural population was much better in those sections
of the country where the small peasant ruled and where the
agricultural population was permitted to combine for mutual
betterment, as in Bavaria. The stubborn resistance of the

s t
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large landed proprietors to any serious attempt at reform was
directly responsible for the perpetuation of a system which
in many respects had become intolerable. The landlords
even went so far as to destroy some of the customs which
previously had mitigated the unsatisfactory condition of the
rural laborer, Thus the partial abolition of the method of
wage payment, whereby both a money compensation and a
payment in kind were made, severed a tie which had reacted
favorably upon the personal relationship of the landlord to
his laborers.

EXTENT OF LANDHOLDIYGS

One of the interesting facts in connegtion with the agrarian
problem of modern Germany has been the steady increase
which has taken place in the mumber of relatively small
holdings. The southwest, as we have seen, was never
troubled to any large extent with concentrated landholdings.
Even during the late manorial period, the lords’ possessions:
were well scattered, so that, once the bonds of serfdom were\
severed, many peasants found an easy access to the land.
Nor did this problem arise in the northwest, where individual
peasant holdings were larger than in the southwest, yet still
relatively small. The problem of large landholdings, as
pointed out elsewhere, was restricted almost entirely to
the northeast. For reasong which are not difficult to under~ -
stand, the small peasant paid little attention to the activities
of the landlords or Junkers. Fluctuationsin the price of the:
basie agricultural products had less significance for him:
since his interests were less specialized than those of the
landed proprietor. The labor problem which gave the large
landowner such grave concern was practically unknown
to the peasant, whose personal efforts, combined with the
efforts of members of his\.ousehold usually sufficed to
obtain the maximum results from the lands which be culti-
vated.

Since 1882 there has been a tendency for large landhold- !
ings to decrease, relative to the total agricultural area of
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the country, a tendency also noticeable in the case of ex-
tremely small holdings. Thus, in 1907, in Wiirtemberg
and Bavaria only two per cent of the total agricultural area
was occupied by holdings in excess of 250 acres. In the
Mecklenburgs, conditions were vastly different, about sixty
per cent of the total agricultural area being occupied by
estates in excess of 250 acres.* Of the total agricultural lands
of the country, previous to the war, holdings from 12} -
acres to 50 acres covered about one third of the total area,
those less than 12} acres only slightly in excess of ten per cent.
In 1890 and 1891, in the eastern provinces, the Prussian
Government attempted to improve the agricultural situation
by introducing the necessary legislation for the establish-
ment of small holdings. Both acts provided for the pur-
| chase by the Government of lands to be sold to permanent
-settlers, To safeguard the principles upon which this colo-
nizing scheme rested, the Government retained for itself a
certain degree of control over such lands by establishing
a permanent rent charge. This plan proved fairly successful,
and was later approved even by many of the conservative
Junkers, who saw in its execution both an opportunity of
selling to the Government lands which they no longer
wished to cultivate and a new source of labor supply, which
they sorely needed.” By 1905 the Government had pur-
chased approximately 600,000 acres of land and had placed
settlers on about 300,000 acres. Since a considerable portion
of the lands in which the vast estates of the large proprietors
were located was still governed by the laws of entail, which
applied to arable as well ag to forest lands, there was little
likelihood of & weakening in the position of the Junker.
Laborers’ holdings similar in some respects to the English
| allotments were provided for in subsequent legislation.
Other German States, including Bavaria and Mecklenburg-
Schwerin, introduced legislation with the same object in
view. In those regions which were predominantly Polish in
character, the establishment of small holdings was under-
* Clapham, op. cit., p. 200, o
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taken with an entirely different purpose in mind, namely,
the replacement of Polish pessants by German settlers, a
policy which at times was ruthlessly carried out, but in the
end failed of its purpose. This experiment must not be
confused with the small holdings movement, since political
rather than economic considerations were responsible for it.

/ AGRICULTURAL COOPERATION
t { The cobperative principle has been applied in Germany to.
jmany phases of agricultural activity. Of the various organi-
zations which have adopted it, the Raiffeisen banks bave
undoubtedly been the most powerflif/ These banks bear
the name of their founder, Fr‘i;edji@,&{‘%i_eigen, whose efforts
were responsible for the establishment of what became, in
time, the strongest group of agricultural credit associations
in Germany. Beginning in 1847 with the organization of
local consumers’ leagues, Raiffeisen extended the codperative
principle to rural credit in 1864, through the organization
of local credit banks. To render financial assistance to these
institutions, a central bank was established in 1876. With
the extension of the activities of the Raiffeisen associations
into fields other than that of agricultural credit, it became
necessary to combine these various activities into separate
central associations of which a large number were established.
Moreover, general associations of local codperative societies
were organized, those at Neuwied and Offenbach being the
two most important. These two associatiogs later (1905)
combined and formed a national association.

(One of the ontstanding characteristics of the Raiffeisen
banks is the provision for unlimited liability of its members. !
Originally the issuance of shares of stock was not provided
for. This poliey was even?.hally modified to meet legal
requirements, and nominal shares of stock were issued.
Essentially the Raiffeisen banks are engaged in providing
agricultural credit; but the codperative principle has been
extended so as to furnish to members many advantages pos-
sessed by the larger cultivators individually. Thus, co-
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operative supply associations, wholesale warehouses, and
local retail stores have come within the scope of their ac-
tivity. The ‘membership in these associations has been
estimated to be in the neighborhood of 2,500,000.

Other cobperative institutions have #lso been developed
with astonishing success. The Schulze-Delitzsch associa~
tions, although at first concerned primarily with the develop-
ment of the codperative principle in the towns, have in
recent years extended their activities to the field of agri-
cultural credit. Also, cobperative societies whose function it -
is to furnish the small landholder with some of the economies
of wholesale buying, have rapidly increased their member-
ship.! )

* It is surprising that, in a eountry which has such a we]l-\ -
developed system of codperative rural credit, the retaill
cobperative store has made but slight progress. In the field
of production, a few codperative dairies have met with some
success, particularly in Prussia, in Holstein, in Mecklenburg,
and in one or two other States. Throughout the country as
8 whole, however, this form of codperation is relatively
unimportant.

Following the leadership of Prussia, a number of successful!
State Central Codperative Banks have been established,]
whose function it is to extend eredit to societies whose mem-
bership consists of local codperative credit associations.
The success of the cobperative prineiple in the rural districts
of Germany offset in part the lack of civil liberty which
prevailed previous to the war, and its beneficial influence
in modifying the condition of the rural districts can hardly
be overestimated.

W@
We have already spoken of the trying experiences of the

German cultivator after 1875. The danger of overemphasiz-

ing the precariousness of his condition has sometimes been

overlooked by those who have steadfastly maintained that
185 iua von Waltersh , 0p. cib., pp. 433-35.

[3
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only thi-ough favorable legislation could his lot be changed.

. That industrialization would be followed by a greater depend-
ence upon foreign sources of food supply was to be expected.
It is therefore all the more remarkable that Germany wag\+
able to produce so large a percentage of the total supply of \
foodstufls which her population demsnded. The fact that
the amount of capital invested in agricultural activities
steadily increased in the quarter century preceding the war-
and the preponderance of landowning cultivators as ¢om-
pared with tenants were both indicative of the healthy state
of German agriculture.

In England industrial and eommercia} pursuits have be-
come the focusing point around which/all other economic
activities center. This is the logical outcome of a geogra-
phical division of labor, which, in the course of time, has
perforce become international rather than purely national
in scope. Moreover, it is one which we should not be unwill-
ing to accept.

A terrltormlly restricted country, if it wishes to attain
supremacy in the industrial field, usually cannot retain an
equal measure of supremacy in agriculture. While the -
output of the basic agricultural products may inerease
Jfhrough more intensive and scientific methods of cul-
tivation or possibly through bringing under cultivation
poorer grades of land as in Germany, during the war, the time
-must come when irresistibly the law of diminishing returns
will call & halt to further remunerative incresse in the pro-
duct, no matter how great the pressure of the population
upon the food supply. From a study of agricultural condi+o
tions in Germany we must conclude that there ste oppor.
tunities in some sections of the country to advance the point
of profitable endeavor still further through more intensive
cultivation and bringing new lands under the plow.,
Agrieultural production in Germany previous to the war’
showed consistent signs of slow but continuous progress:

" accompanied by a fairly steady increase in the totnl ares
under cultivation.
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The readjustment of the boundaries of Germany, as pro-
vided for in the Treaty of Versailles, hag in many ways dis-
turbed the agricultural organization of the entire country.
The effects of territorial losses were felt particularly in the
production of rye, where the loss amounted to over 1,133,
000 hectares, or 17.7 per cent of the rye lands previously
under cultivation. The cession of lands formerly devoted
to the cultivation of wheat and spring barley, while not
nearly so large in area, amounting to 292,458 and 270,829
hectares respectively, represented 14.8 and 16.4 per cent of
the pre-war aress under cultivation. The decline in the
production of wheat was serious, dropping from 4,656,000

_ meétric ToHS In 1913 to slightly less than 3,000,000 metric
tons in 1921. Besides, Germany lost more than 11 per cent
i of the lands previously devoted to the cultivation of oatsf”
This loss was particularly serious, since most of these lands
produced foodstuffs considerably in excess of local consump-
pion. Germany’s dependence upon foreign cereals has there-
fore been greatly increased-since the war. The problem of

ovigioning the nation has been further intensified by loss
A f lands devoted to the raising of beef and other meats. To
obtain an adequate supply of fertilizers was another graves
problem which eonfronted the agriculturist. *Soil mining” &
was quite prevalent’during the period of the war. The
natural result was a fairly rapid decline-in_productivity.
Although statistics show that great&r amounts of potash
and nitrogen were consumed in 1919-20 than in the years
just preceding the war, there has been a sudden and appre-
Leiable decline in the amount of phosphates used. This
decrease is in part to be accounted for by the unfavorable
rate of exchange, the decrease in the purchasing power of
the nation, and of course by the blockade during the war
(period. Thd position of the German agriculturist wase

particularly depressing after eyrrency inflation assumed such
ridiculous proportions as in 1923, Not willing to exchange
his produce for a steadily depreciating currency, the landlord
and the peasant preferred to withhold their crops from the
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markets in the towns, which ‘greatly aggravated the food
gituation in the populous centers. On the whole, althoughl
German agriculture has shown signs of remarkable strength
and recuperative power since the war, the total production
of agricultural crops to 1923 remained below that of pre-war
years.
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o""CHAPTER VII
AGRICULTURAIL, DEVELOPMENT OF FRANCE
SINCE 1789

As late as 1789 the serf still constituted a fairly important
element in the rural population of France, especially of the
northeast. Of greater importance were the censiers, “who

~held land by an ancient fixed quit-rent or cens. The most

favoured among them might owe cens and nothing else but
a fixed payment, akin to the fine in English copyhold tenure,
made when land subject to cens changed hands at death. As
cens and fine had usually been fixed generations or even
centuries back, and ag the purchasing power of money had
steadily fallen, the burden was singularly tolerable.”* In ad-
dition to the censiers and free peasant proprietors, a land ten-

‘ure known ss méfayage was common in pre-revolutionary

France. Under this system a division of the erop between the «
eultivator (métayer) and the landlord occurred, and in many
cages, under the guise of such tenure, ancient feudal obliga~
tions of a most oppressive nature were exacted. Tenant

* farming, unrelated to the restricted tenures of the censiers

.’—/\"‘

.and the métayers, had likewise gained a foothold; but large

estates were relatively ummportant as compared with

England. The decay of serfdom in France, it should be-
rémembered, was not followed by a general concentration

of la.ndholdmgs therefore the small peasant proprietor could

flourish,

The structure of French agriculture was only_slightly )
influenced by the Revolution. The rough edges were
smoothed down; inconsistencies in land tenure were removed;
but agricultural technique was little changed. The abolition
of serfdom was accomplished by the Revolutionary Govern~
ment without much diffieulty. The censiers, who had oc-
cupied such a unique position in the agricultural history of

1 Clapham, op. cif., pp. 13~14,
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Fra.ncé, were freed from the payment of quitrenis, and}-

‘gained unrestricted possession of their lands. The remnants

of feudal obligations which surrounded the métayers were
abolished, although otherwuse métayage was not interfered
with.

The Revolutionary Government also gave consideration
to the traditions connected with the use of the commons.
Thus, in 1792 & law was passed which required that most of
the commons were to be divided among those who held
common rights, but this measure was soon modified, making
division of such lands voluntary.! As a step in the direction
of liberating agriculture from ancient opligations, an enact-
ment was passed in 1791 freeing agricul/ure from the binding }
and minute regulations which in the past had destroyed in-
dividual initiative in matters of crop cultivation. The Gov-
ernment furthermore took steps to destroy large landholdmgs
through confiscation of the lands held by the Crown, the nobil- "
ity, and the Church. Ithasbeen estimated that in pre-revo-
lutionary days possibly one fifth of the area of France was
held by the nobility, and one fifth by the Church.  After their
confiscation a relatively small part of these lands was pur-
chased by the peasant, but a substantial area was absorbed
by the middle class, which let out its newly acquired Iands to
tenant farmers.” Despite the intention of the revolutionary
leaders, lands which had been confiscated from the nobility
were in part returned to their former owners or purchaged by
them after the turbulent days of the Revolution had ended
and the Napoleonic Government was firmly established,

. More than one half of the confiseated lands of this class was

probably thus restored by the end of the Napoleonic régime.
Of the land belonging ta.the Chureh, possibly a third or even
more was bought by private individuals, the remainder being
held by the State. In England, as we have seen, small peas- /
ant proprietors and tenant farmers were almost completely
eliminated by means of enclosures and by the existing system
of inheritance. France in pre-revolutionary days was also
3 In 1803, even the voluntary division of the waa prohibited.

»
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burdened with™entail and primogeniture, although egalitarian
inheritance (equal distribution of the property of the de-
ceased among his children) was frequently practiced. Both
the Revolutionary and the Napoleonic Governments made
the principle of partition obligatory. With the extension of
territory under Napoleon, this practice spread into other
parts of Europe where the Code Napoléon was in force,
Even to this day, in territories outside of France, its in-
fluence is noticeable in the prevailing land tenure. In
France egalitarian inheritance has notably contributed to,
the preservation of small peasant holdings, which to a certaini
extent has endangered agricultural progress, since the amal
peasant proprietor finds it difficult to obtain sufficient capital
with which to purchase labor-saving devices and install
other essential improvements., Besides, should he possess
the necessary funds, it is quite probable that he would have
comparatively little use for power-driven machinery because
of the limited acreage which he cultivates.

The Napoleonie wars greatly stimulated aggcultural
production. The exigencies of warfare led to an effort to!
increase output in three ways: through improved technique, .
extension of the area under cultivation, and the introduction
of new crops. From the defeat of Napoleon to about the
middle of the centux‘y, agriculture made considerable head-
way, but largely in the direction of an increase in the area
under cultivation rather than modification of agricultural
technique, although erop rotation was beginning to be sedu-
lously practiced by a large number of cultivators, and a few
new crops were introduced. Agricultural implements were |-
quite generally of the most primitive construction. The ‘
wooden plow was still in use and methods of planting and
harvesting were much the same as in previous centuries.

That the:small peasant proprietorsor tenant would be
unable to take advantage of many of the benefits of modern
improvements was to be expected. Herein lies one of the
real disadvantages of small holdings, inherent, too, in the law
of egalitarian inheritance, which gives the peasant access to

¢
-~
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the land, but simultaneously robs him of the possibility of
obtaining many of the economies which the larger producer
can easily afford. In comparison with newer countries,
where extensive production could be profitably carried on
without the expenditure of excessive amounts of physical
labor, but which required a greater amount of capital, the
French peasant was getting results which were not in pro-
portion to bis physical exertion. Thus, what the peasant
gained by his industry be often lost by the greater effective-
ness of foreign producers. | Improvements in technique, s,
involving’scientific rotation of crops, and better methods of
3 fertilization could be undertaken even Wy the small peasant;
and while he might not be able to afford expensive farm
machinery, at least he was able to buy a better plough and
& few of the less expensive implements of modern design.

The industrial transformation, which came over England
with remarkable rapidity after the newer industrial devices
proved their practicability, was slow in affecting France,
since the latter, in the early decades of the nineteenth

, century, was not in a position to undertake a reorganization

Vof its industries. By natural aptitude, France was best
fitted for perpetuation of an essentially agricultural state. {
Her laws of partjtion (egalitarian inheritance) and the love
of the land which so clearly characterized her peasant popula-
tion made even the smallest proprietor satisfied with a some-
what meager existence.

Fundamental changes were therefore necessary before
the self-sufficiency of the rural districts could be broken
down. Rural isolation was partially penetrated in the early
decades of the nineteenth century by the construction of

¢ roads and canalsybut was not completed until the railways
and the telegraph had spread their network of intercommuni-
cation into the remotest sections of the country, and thiz
was not fully accomplished until the last quarter of the
century. .

Although relatively slow progress was made in introdue-
ing labor-saving devices, increase in the total output of agri-

N »
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cultural products occurred. Between 1818 and 1889, the,
average yield of wheat lands per acre advanced from about
11 to 174 bushels. The per scre yield of oats and barley
likewise showed substantial improvement. Since 1831 the
increase in the average yearly production of wheat also gives
proof of the stability of French agriculture. While an un-
interrupted increase is not to be expected in the yield of any
agricultural erop, there hag been a fairly steady increase in
the production of wheat, in spite of a decrease in the total
area devoted to the cultivation: of this crop.

The inherent strength of French agriculture, as contrasted
with the weakened position of the English producer, is

“clearly shown by the import figures. Partly due to the

-

diversity of agriculture and the existence of small holdings,
and partly to the artificial stimulus of protective legislation,
imports of wheat from the early part of the nineteenth oen~
tury have been reduced to a very low figure. In fact, pre-

- vious to 1875 the average annual importation was negligible

in comparison with produotion. Not until the depression
in the seventies is any substantial increase recorded. From
1871 to 1875 the average annual importation of wheat
amounted to only 7.68 million cwt. For the next twenty
years, however, it fluctuated between 19.92 (from 1886 to
1890) and 26.34 million cw® (from 1891 to 1895). Importa-

. tion of cereals has from time to time been necessary because

of a deficiency in the domestic erop; but exportation of
agricultural products has been made possible on an increasing
scale through the diversity of French agriculture. 'The
average annusl value of agncultural exports‘from 1893 to
1897 amounted to 667,000,000 francs, increasing to 715,000,
000 francs from 1903 to 1907,

3 Within the present tetritory of France.
Propucmion or Wazar, 1881-1920

TrExv-Yean MiLrions oF Trv-Yran Mitzromns oy
AVERAGE HzcroLiTens * AVERAGE HecrouiTeRs
18811860 ITRTTRTPINOS -3 § 9011010, ¢4 wnvrnanannan 1154
1801-1000, .. 10100 LT 1007 FUTRES T IR 83

* A boctoliter is about 8.75 bushels
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. But the conditions under which French agriculture flour-

ished in the latter part of the nineteenth and the early

twentieth centuries were somewhat different from those of.
former days. Protection, as in Germany, had gained the

upper hand, Behind a tariff wall results could be a.tta.ined!
which were very different from those which could be hoped

for in & free-trade country like England. Among the wheat-

producing nations of Europe, France in 1914 held a place‘
second only to that of Russia. I total area devoted to

its cultivation, she exceeded by many millions of acres the

wheat fields of Germany and of England,

Next to wheat in impoifance comey viniculture and the
wine industry. Production of barley, maize, rye, buckwheat,
potatoes, and sugar beets also occupies an important position
in the agricultural organization, The cultivation of the
potato, “‘starting from humble beginnings esrly in the nine-
teenth century, bad become a staple crop everywhere by
1850. Once the peasant had overcome his prejudices, he
relied on it more and more, and the larger holders grew it
for urban markets. By 1882 there were over 8,000,000 acres
of potatoes in France, and by 1911 over 3,750,000 acres. . . .
Between the same two years the French total crop had in-
creased 66 per cent.; but this is not a decisive test owing to
the great fluctuation in the yieldgof the potato from year to
year. The erop of 1892 was over 50 per cent., but that of
1900 not much more than 20 per cent. beyond the level of
1882, Yet allowing for these variations, the general move-
ment was decisively in the right direction.”?

Difficulties in obtaining cane sugar from her foreign pos-
sesgions during the Napoleonic wars, induced the French
Government to undertans the systematic encouragement of
the beet-sugar industry, which later grew to immense propor-
tions, particularly in the early twentieth century. The
growth of the dairy industry and the increass in the number
of cattle since 1880 is further evidence of the progress of
French sgriculture.

! Clapham, op. cit., p. 175.
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THE DEPRESSION IN AGRICULTURE i

The disastrous effect on English agriculture of the depres-
gion which oceurred in the seventies has been referred to at
some length. Foreign competition, one of the chief reasons
for agricultural decline in Great Britain, also gave rise to
considerable alarm in France, although the full force of com~
petitive production never confronted the French agricul-
turist, thanks to the helping hand of -the Government.
Nevertheless, in the seventies and eighties the drop in the
price of agricultural products seriously interfered with his
prosperity. One of the causes for the depression is to be

- found in the withdrawal of ca capital from agriculture, New

[N

.opportunities for investment had made less profitable the use

of capital on land, and the agricultural interests suffered
accordingly. Minor factors in the depression were the direct
land texes, which at times were extremely burdensome, the
rige in wages resulting from the decline in the number of
agricultural laborers and domestic servants, and absentee
landlordism. The laws of transfer and inheritance of land
might be added, although French writers have frequently
denied that these factors entered into the problem. The
food supplies of the country were being fairly regularly supple-
mented by foreign products, a condition which in 1878 and
1879 was partioularly alarming, because of poor harvests.
The fact that wheat was being imported meant little in itself,
since in the twenty years from 1860 to 1880 a fairly regular
importation had taken place; but the sudden increase in
imports in the late seventies appeared to many to be the
prelude to a very serious situation.

A similar depression, beginning in the seventies, occurred
among the vineyardists. Following 1873 phylloxera and mil
dew ravaged the vine-growing districts of France. As th
plagues grew worse, dependence upon foreign wines increased,
especially from 1880 t0 1900, This situation was particularly
annoying to the vineyardists and wine manufacturers be-
cause of the unusual prosperity they had enjoyed just prior

- 0 1873
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ENACTMENT OF PROTECTIVE LEGISLATION

As soon as it was found that foreign products were being
imported and consumed in the home market to a degree
that endangered the future of domestic production, the en-
actment of protective measures was advocated on all sides.
To a degree, agriculture had been protected from out~
side competition from the very beginning of the century,
but the self-sufficiency of the country had made such meas-
ures relatively unimportant. A change in policy of a very’
radical nature occurred during the latter part of the nine-
teenth century. In so far as agricyitural products were
affected by the tarifi of 1881, prolection was distinctly
negligible. Theilarming drop in prices in the first years of
the eighties was sufficient argument to induce the Govern-
ment to establish fairly heavy duties on agricultural pro-
ducts in the tariff of 1885, the tax on wheat being increased
to 3 fr. per hectoliter. Duties were also imposed on a fairly
large number of other agricultural productg, including barley,
rye, and oats. Two years later the tax on wheat was raised
t0 5 fr. and in 1897 it was advanced to 7 fr. By the Méline
tariff (1892) and in subsequent legislation, practically all -
important agricultural products were given either partial or
complete protection.

These laws were unquestionably effective in building-up
domestie production. It is also true that the larger culti-l
vators reaped the greatest advantage from protection, asi
bad been the case in Germany. To be sure, the average
annual price of wheat, was higher from 1887 to 1891 (amount-
ing to 24 fr. 70 per hectoliter on the Paris market) than from
1892 to 1896, when it dropped to 20 fr. 20. In the next
decade it increased to 22 fr. 50. Although prices rose, the
consumer was at least partially protected by the regulation
of the price of bread by local government authorities. Con~
sequently the tariff was not in every case as detrimental
to the consumer as might be expected. Certain it is that the
tariff was unusually effective in eliminating the importation .
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of foreign products, which was one of its main purposes.?
After 1895 foreign importation decreased rapidly. The’
average annual importation of wheat alone fell from 26.34
million ewt. in 1881 to 1895, to 11.37 million in 1896 to 1900,
and to 4.97 million in 1901 to 1903. Whatever may have
been the immediate effect of the tariff, prices had to rise in
he long run. In the tariff laws of the twentieth century,
iculture received its full share of protection in spite of the
industrialization of the country, which demanded the serious
attention of the Government.

DEPOPULATION OF RURAL DISTRICTS

- In France, as in England and Germany, a tendency to-
ward rural depopulation is to be observed, although the es-
sentially rural character of modern France has prevented
a very rapid diminution in the agricultural population. As
late ag the middle of the nineteenth century, more than

. (three fourths of the total population was employed in agri-
culture. A quarter of a century later, when the population
bad increased to 36,905,788, the rural population alone
numbered 24,928,392 persons or 67.6 per cent of the total.?
The following table clearly shows the decline of the agri-
cultural population from 1846 to 1906:*

Torat Unsan Rozat
Poruration

Number Por cont Number Per cent

35,400,486 [ 6,646,733 | 24.4 | 26,753,743 | 75.6
.. 36,139,364 | 0,844,828 | 27.8 | 26,204,536 | 72.7
.| 88,087,064 | 11,595,348 { 80.56 | 26,471,716 | 60.5

8
. . 64.1
.| 88,617, 332 15, 025 812 | 39.1 | 23,491,520 | 60.9

.| 89,252,245 | 16,527,234 | 42.1 | 22,715,011 | 57.9

1 All this tariff legislation, as affecti ieultural products, must be viewed
in the light of the French pohcy of “taniff assimilation” of the oversea posseg.
ulons See Girault, Arthur: The Colonial Tariff Policy of France.

\g the population of of less than two thousand in«
hablumu

¢ Augé-Laribé, M.: L'évolution de la France agricole, p. 124,

-~
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Since 1846 there had been an absolute”dectease in the;
egricultural population. This decressé “was most pro-’
founced in the case of day laborers and domestic servants.
In the eourse of a single decade (1882-92), the number of
agricultural laborers dropped from 1,480,678to 1,210,081,
and the number of domestic servants from 1,954,251 to
1,832,174, On the other hand, proprietors, tenant farmers,{-
and méfayers increased in number. But the total increase}
of 144,189 was more than offset by the total loss, which
amounted to 250,369. The same tendencies are to be
observed in later years.

The causes of rural depopulation in France are much the
same as in other countries. While urbanization was under
way in France, the same conditions prevailed in England,
Germany, the United States, and for that matter.in all
countries that were expanding industrially. In certain of
the more prosperous rural sections of the country a decided
{decrease_gig»t_heml?j{tl_l-rate was in part responsible for this
decline, The growth of population in the urban centers is in
itself proof of the depopulation of the rural districts, since
the total population of France has remained fairly stationary
during the last few decades. In 1872 only 69 towns had a
population in excess of 20,000. The number increased to
104 in 1891 and about twenty years later to 120.

To offset the deficiency in the labor supply as it gradually
became more acute, it wag necessary for mapy of the larger
peasants to resort to the employment of'ﬁ)reign laborers.
This fact seems to prove conclusively that the displacement
‘of farm labor by machinery was by no means the funda~
- mental cause for the rurg] exodus. In France, as elsewhere,
the problem had deeper ramifications than appeared on the
surface.

BIZE OF HOLDINGS

Division of the larger landholdings in France began at
least as early as the seventeenth century and constituted an
important phase of the agricultural history of that country
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even before the Revolution. The establishment of egali-
tarian inheritance greatly encouraged the division of agri-’
cultural lands into relatively small holdings. The following
table shows the size of landholdings from 1862 to 1908:1

Sisx or Hovomon 1862 1882 1802 1008
Less than 1 hectare,......... - 2,167,667 | 2,235,405 | 2,087,851
From 1 to 10 hectares....... 2,435,401 | 2,635,030 | 2,617,558 | 2,523,713
From 10 to 40 hectares, .. ... 636,300 | 727,222 | 711,118 | 745,862
! 105,391 | 318,497

From 40 to 100 hectares ... { 154,167 142,088 ” 4
Above 100 hectares.......... 33,280 29,541
Total..eovnrererennnn. | s.672,007 | 5,702,752 | 5,505,964

increased from 1882 to 1892, but a decided decrease occurred
in the years following 1892. After 1892, holdings of from 1§
to 10 hectares decreased, as did larger holdings (in excess of
100 hectares). The number of holdings of from 10 to 40
hectares, however, showed an increase. Of the total land
holdings, possibly three fourths were cultivated by the owners
and the remainder by tenants and métayers. The increase in
the medium-sized holdings (from 10 to 100 hectares) has been
due in part to the thrift of the peasant, which has enabled
him from time to tirse to add new strips to his holdinge.
France to-day is distinetly a country of relatively small
holdings. The social distinction attached to landownership
has never played as important a réle in her history as it did
in England. There was seldom any displacement of agri-
cultural proprietors because of the desire for encl_osure:J

The number of extremely small holdings (below 1 hectare)l\

-_1:

Consolidation of peasant holdings was almost entirely the
result of voluntary action on the part of the proprieto:
themselves. From the standpoint of the nation and of the
individual eultivator, the absence of a large number of ex-
tengive landholdings had its disadvantages, but these we
more than offset by the advantages inherent in small peasan
proprietorships.

3 Augé-Laribé, op. ail., p. 103.

“~
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DEVELOPMENT OF COOPERATION

As pointed out in the preceding chapter, the benefits of
mutual aid through the organization of agricultural codpera~
tive societies have been clearly demonstrated in the agrieul-
tural history of Germany. (In France the restrictions upony,
professional organizations introduced in the early part of the
century were removed in 1884, with the result that labop
unions and other forms of federation were established.
Cobperative societies were thus able to gain a foothold
France has benefited by the experience of other nations in
matters relating to codperative enterprise, but she can also
recount many attempts which early gvidenced the success
of organized mutual effort. | Bocieties for spreading know-/,
ledge of improved agricultural technique and for extendingf
advice and aid to the agriculturist generally were formed
before 1850. Agricultural comices —i.e., local organizations
of cultivators — were likewise active in promoting the same |.
principles. Associations syndicales, which had as their pur-
pose codperation in the building, upkeep, and regulation of
systems of irrigation, drainage, and the like, represented
another distinct form of codperative endeavor, which more
closely resembled the eodperative ideal of to-day than did
the early agricultural societies and comices,

(More important from the standpoint of the agriculturists
are the syndicats, whose purpose it is to offer to the cultivator{ .
the advantages of codperative buying and selling. Essen-
tially, the syndicafs exist for the purpose of effecting the
economies which can be obtained through cobperative buying
of fertilizers, farm implements, seeds, and the like. Codp-
erative distribution of "S,gricultuml products through the
agency of the syndicat has also been a valuable service.
Membership in these associations is not restricted to those
who cultivate the soil, but frequently includes the agents of
landowners and even the manufacturers of agricultural im-
plements and artificial fertilizers, In most syndicats, how-
ever, the landowners predominate numerically, and definite_
restrictions are imposed upon admission to membership.
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Ghe services which these associations render are numerous_
and varied. Not to be overlooked are the efforts of the
symiwatsén promoting the general welfare of their members
through education. In addition to the syndicats proper,
special coperative marketing and producing societies have
‘been established, forms of cobperative endeavor which have
met with particular success in the dairy and wine-making
industries. .

The effectiveness of these associations has been generally
increased through the organization of district unions in which
local syndicats hold membership, and the Union Centrale des
Syndicals Agricoles, with which the local societies are also
affiliated. Originally the syndical did not concern itself
with mutual credit and insurance, but with the growth of
these societies their efforts were greatly extended, and co-
operative insurance and credit were added to their already
numerous functions. Among the organizations which ex-
ist solely for granting agricultural eredit, the Durand Funds,
(Caisses Durands), or communal aid societies, are of partic-
ularimportance. The functions of the French eosperative
rural eredit associations also have been greatly enlarged
through the financial support of the Government.

ORGANIZATION OF AGRICULTURAL LABORERS

The same difficulties which were encountered in other
countries when the organization of agricultural laborers was
first undertaken were also met with when attempts were
made to combine the agricultural laborers of France. In
England, the existence in the rural population of a fairly
large number of landless laborers resulted quite early in
attempts to organize the agricultural laborers. After many
failures these attempts, in recent years, have met with some
success. The stability and self-sufficiency of the French «
peasant population and the relatively small number of
agricultural laborers made organization oh a national scale
extremely difficult. Nevertheless, strikes have occurred,
from time to time, in the rural distriots of France, and the

~
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establishment of unions has frequently been the outcome. .
Between 1891 and 1904 serious labor disturbances occurred -
among the woodmen and vineyard workers, with the result
that a number of unions were organized. In the agricultural
distriets of Seine-et-Marne in 1906 and 1907, labor troubles
were again in evidence; in 1912 a strike also occurred among
the vineyard workers of the Champagne. Since the war
several labor conflicts of grave consequence have seriously
disturbed the agricultural sections of ‘the country. In spite
of the partial successes attained, agricultural labor associa~
tions have not, on the whole, met with the same success as
those in the industrial centers.

DEVELOPMENT OF EDUCATION AL FACILITIES

/ The Mlmst.ry of Agriculture in Frarce has been extremely
active in promoting education and offering advice to the -
agricultural interests -of the country, Other educational .
agencies have been the National Agronomic Institute, and
the special schools established by the; various departments
for the purpose of spreading advancec] technical knowledge.
The écoles pratiques d'agriculture have undertaken education
of a more elementary nature for the benefit of the poorer
peasants and other classes in the rural districts who may be
financislly unable to attend the larger agricultural colleges.

« FRENCH AGRICULTURE AND TE(}} WORLD WAR V

(Few countries were so sorely affected by the World War as)
was France. Hundreds of thousands of the most fertlle"
acres of the country were Il waste and permanent improve-:
menta valued at billions of francs were, destroyed. Added to ‘
this was the loss of movable propertiy on the farms located
within the area of active combat whiieh had to be replaced
before the peasant could be expected tio attain the production
reached in the years preceding 1914, (Before the war was
ended the probler of restormg the lands which had been laid
waste had been taken in hand and constructive measures
were passed looking toward their rehabilitation,) But the

. L]

[
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real problem came after the armistice. "The Government_
proceeded in this reconstruction with astonishing vigor.
Replacement of the peasants’ equipment called for indemni-

fication for losses suffered, and through the financial aid and

enterprise of the Government hundreds of thousands of

acres were recovered from the grim use to which they had

been put. Official figures indicate that out of approximately

3,337,000 hectares laid waste during the War,! over 95 per,

cent had been recovered by the beginning of 1925, and most

of the remainder was land of little value at the outset.

The rural labor shortage was particularly acute in France
during the war, about five million peasants being mobilized
altogether. Fertilizers were available only in much smaller
quantities and agriculture was otherwise demoralized. ’

< Wheat production fell off nearly balf, and a substantial
decline in the output of other grains, as well as of potatoes,
~occurred. Within a half-dozen years after peace was re-
‘stored, French self-sufficiency had been practically reéstab-
lished as in 1914, much as England had fallen back to her
pre-war dependency during the same period.. During the
war, colonial natives, particularly North Africans, were en-
couraged to come in as laborers, and many Spaniards and
other foreigners also seized the opportunity for high wages.
The shortage has econfinued, due both to the number killed
in the war and to an accelerated movement to the towns, >
The problem of Algerians, Tunisians, and Moroeeans is much
lessened by the fact that they usually return to their homes
after accumulating a little money, but that of the Italian em-
igrants has become acute in some sections particularly since
the recrudescence of violent nationalism has obstructed na-
turalization. France is in the dilemma of needing a minimum v
number of agricultral colonists for North Africa to keep’
her ciyilization and language there from being swamped by
Italians, Spaniards, and natives, but of being able to furnish
them only at the expense of making way for a dangerous
1 About gight and one fourth millions of acres. Only sbout half of this
presented serious diffioulties in restoration.

«
-
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amount of foreign immigration at home or seeing land aban-
"doned for want of cultivators. :

\In spite of complaints and eriticisms, French agriculture «
is in about as satisfactory a condition as any in Europe. v
The climate and soils are quite diverse, but a large percentage
of the surface is really exceptional land,) Adding Alsace-
Lorraine, a good agricultural country as well as a great in-
dustrial region, will not greatly upset the pre-war figures of
48 per cent arable, plus 4 per cent in vineyards, 19 per cent
forests, 12 per cent grass lands, and only 17 per cent classified
as ‘“‘unproductive” (which included the surface of town
sites and other residence aress, riversfand other bodies of
water, a8 well as mountainous, marshy, and otherwise
entirely unutilizable lands). The surface of Germany was
divided up about the same, as seen at a glance, but.her lands
were poorer on an gverage, and she had a population of 120
to the square kilometer, as compared with 74 for France,

| The United Kingdom had about 146 per square kilometer,
and over 65 per cent of her surface was grass land, only
sbout 13 per cent arable, and about the same fraction
unproductive as in France. >
(_Compared with her great northern neighbors, France isy)v/
seen as a predominantly agricultural eoyntry, more th
half her population actuhﬁvmg" “on and from the lan
Aside from certain tropical products, her soil can very o
nearly furnish the necessary food for her people, and there
are some agricultural exports to belp cover the imports.
While such an economic system may, of course, tax’ her
industrial resources and run her into debt during a war, it
has its decided compensations in the long run. As com-
pared with France, industrialized Central Europe, and even
victorious England, went through s fearful economic crisis -
in the period of world dislocation just after the war. Some

+ of France's freedom from unemployment was due to recon-
struction work, charged to the still-unhatched golden eggs of “
reparations, but this is far from being the whole story. A
low population density and & bighly developed, practically

»
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self-sufficient agrigultural society, make a valuable insurance
policy against unsettled times. Set off against this are the’
dangers of relatively'Weak man-power and martial industries -
on an armed continent, and the difficulties of pursuing emplre}
outside without any leaven of surplus population to send
LThe future of France’s agriculture, like that of Great
Britain, is inextricably bound up with her economic position
in the world. If she is to become more industrialized, as -
seems likely since her recovery of Alsace-Lorraine, the process

. must inevitably be accompanied by a drift of population
from country to town. In fact, this is already apparent.
_ Any considerable increase in the use of farm machinery
" would affect the system of small holdings, especially if
combined with a marked rise of manufacturing. Consider-
ing the low birth-rate, the relative well- belng of the peasfmt,
and the tenacity of French institutions in the past, it is
hard to see such & change in the immediate future or to ex-
pect its swift accomplishment. )
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CHAPTER VIII
GROWTH OF ENGLISH INDUSTRY SINCE 1800
GENERAL SURVEY OF INDUSTRIAL PROGRESS

Encuise industrial supremacy in the nineteenth eentury
rested upon a complex group of factors. All were closely
linked with two_historical facts, both associated with her
insular position: (1) the earlier occurrence of the Industrial]-
Revolution in England; (2) her territorial isolation from the
Revolutionary and Napoleonic wars of the Continent. By
encouraging the establishment of colonies, Great Britain
had been able to obtam ma.rkets which were not likely to be
influenced by the continually recurring political disturbances
on the European Continent. Her markets were therefore'.
reasonably stable and capable of expansion. If England had!
depended solely upon Europe for the disposal of her surplusi
goods, her commerce would have been far more frequently
interrupted and her manufdcturers would have suffered as
did their competitors on the Continent, who were directly
exposed to the deva.statmg effects of the wars of the nine-
teenth century,

The insular position of Great Britain has been a factor as
important in the almost uninterrupted progress of British
industry and commerce as it was in their early establishment.

| British markets have been easily accessible and her oppor-
| tunities for obtaining raw materials almost unlimited. In
the struggle for industrial supremacy, she was greatly sided
by the fertility of her soil, by a temperate climate, and by an '
‘absence of difficult geographical barriers to the development;
of the means of communication. The construction of canals
and of railways was for England a relatively simple matter in
comparison with other countries less favored. Moreover,
the two basic raw materials upon which modern industrial
organization largely depend, ¢ogl and iron ore, were found in

«
LS
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close proximity, thereby making possible’ a rapid extenslon

of the iron and steel industries once coke-smelting had dis-
placed the charcosal furnace. English industry also enjoyed
tke benefits that were to be derived from a liberal govern-
ment, policy, which gave the manufacturer an apportunity to
pursue his activities without the interferences which at times
handicapped his foreign competitors.

Favored by the advantages of an ea.\'ly start, English
industry forged rapidly ahead during the first half of the
niheteenth century and for a time held many of the most
desirable markets of the world. Her industrial plants -
produced commodities which had worii:v;de demand. The
quality of ber goods could not be surp: . In the applica~
tion of the machine process and the development of a mer-
chant marine, she maintained undisputed leadership until
the closing years of the century. Not until other countries
began an extensive exploitation of theirnatural resources and
undertook the production of goods on a large scale was a
disturbing element introduced into the peaceful expansion
of English industria.l enterprise
almost unmterrupbed throughout. “The eentury and revo-
lutionary changes in the means of communication, greatly
stimulated industrial activity. Practically every branch of
industry underwent expansion; the engineering industries
showed astonishing growth; an increased production of coal .
and iron ore kept pace with the ever-growing demand for
fuel and raw material; docking facilities were improved;
better and more economical methods of handling raw materi-
als and manufactured goods were devised. At the same time
fundamental developments were taking place in business or-
ganization. Large-seale production demanded the training
of efficient managers and the expansion of markets called
for improvements in the mechanism of exchange. By the
third quarter of the century exportation of manufactures be-
came of foremost importance, and the importation of raw
materials and foodstuffs grew steadily. The results of the
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revolution in the means of transportation were making
themselves felt and industrial conceniration became an
essential factor in economic growth,

The last quarter of the nineteenth century found Great
Britain facing the results of successful industrial enterprise on
the Continent and in Americe. The English manufacturer
suddenly realized that he was exposed to a condition not
unlike that already existing in agriculture. His position was
no longer secure as in the years immediately following the
Industrial Revolution; he now found himself compelled to
compete for his markets. The unwillingness of many Eng- .
lishmen to modify their business methods to meet these new
conditions was in part responsible for their loss of control in
‘recent times of the markets which they had earlier conquered
without serious opposition. Many English manufacturers
persisted in believing that foreign competition could be
overcome without a drastic revision of business tactics.
This lack of adaptability has been by no means a negligible
factor in the relative decline of English wares in the mar-
kets of the world. But it must not be assumed that English
manufacturers were wholly responsible for their predica~
ment, Exploitation of natural resources could be accom-
plished more cheaply in those countries not yet highly in-
dustrialized than in the older countries where the expense of
obtaining raw materials was frequently very much greater.
In competing with his European and American rivals, the
English producer was therefore at a disadvantage.

The final quarter of the century was a trying period for
industry in general, Great Britain being particularly affected
by its vicissitudes perhaps mainly because the bulk of her
business was so large. The increase of British trade with: .
the Continent wag only one feature of a growing interna~
tional economie interdependence.! Especially after the de-
pression of 1893, the competition of Germany and the United
States began to be felt. Protective tariffs, against which

! Memoranda, Statistical Tablss and Charts with Reference to British and
Poreign Trade and Indusirial Conditions, first series, 1903, (Cd. 1761).
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Great Britain could not retaliate because of her dependencé .

‘upon world trade, cut into the markets of some industries.
The most cursory survey of the industrial development of
Great Britain during the nineteenth century would show that
her prosperity rested upon a relatively small number of
industries. Foremost among these was the manufacture of
cotton goods. Both the flying shuttle and the spinning
jenny had been introduced with little necessity for immediate
readjustment in the existing economic organization. They

-

were easy to make, and could be used at home. The use of .

water power had caused some dislocation. Especially did
the spread of factory methods to new pfocesses and kinds of
goods emphasize the advantages of just the right kind of
climate for the handling of delicate fibers as automatically ag
possible.

Wool-combing and weaving were at first relatively unaf-'

fected by the machine technique. The Napoleonic wars
were in part responsible for the slow introduction of weaving:
machinery. - Prices were high enough to ensure.profits, and
the labor shortage was made up by putting women and

I

.children to work. The putting-out system was extremely -

tenacious in the woolens. - Its firms were old and often
strong, and the band-loom weaver fitted very well into their
commercial type of organization, Until safter 1820, the
power loorn was still imperfect, and not particularly impor-
tant even in the cotton industry. The usual estimate of the
total number in England at that time is around 12,000, as
against 2400 in 1813 and 85,000 in 1833. If we go back to
1806, we find only 8000 of the 466,000 pieces of cloth manu-
factured in Yorkshire turned out by factories.

L]

By 1840 the independent spinner and weaver had ceased

to be of any great importance, although the elimination of
the domestic worker was not yet complete. In some pro-
cesses, such as wool-combing, handiceraft methods maintained
an important position until much later, Homespun yarn
had been practically eliminated, however, and the remaining
weavers were largely settled in the vicinity of the spinning
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mills. The triuph of the weaving machinery was due both
to its savings in the cost of manufacture and to the willing-
ness of the market to absorb a larger volume of goods. 'The
remarkable development of the cotton industry is shown in
the increased consumption of raw cotton:!

o The average of 1800 to 1814
L The average of:1815 to 1829
oot The average of 1830 to 1844
1845, ot e e

At first the manufacturer depended largely upon the
limited supply of raw cotton which he could obtain from the
British West Indies and Turkey. Increase in cotton pro-
duction in the United States added considerably to the world
supply even before the opening of the nineteenth century.
The importation of raw eotton, which was by no mesns
negligible previous to 1850 now increased enormously:

Pouxos or Raw

Yran Corran Invortan
1856. ... 920,000,000
1860. . 1,086,400,000
1870 . 1,075,200,000

« *1,377,600,000
. 1,657,600,000
100 .0 <o 1,624,000,000
3 1,724,800,000

The English manufacturer took full advantage of the op-.
portunities offered and soom produced cotion goods far in
excess of the domestic demand. Exportation of these surplus
manufactures became essential to the success of the in-
dustry. From about £7,050,000 in 1801, the official value
of exports of cotton goods rose to above £112,000,000 in 1849.
A steady growth in the number of spindles also reflects the
prosperity of the cotton textile industry. From 37,516,000

t Porter, G. R.: The Progress of the Nation, p. 309, The figures for Amer-

ican cotton production below are from the same source,
£
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in 1874 the total increased to 43,905,000 in 1903; by 1913
‘over 50,000,000 spindles were in operation.

The inventions which had so remarkably influenced the
progress of the cotton industry likewise had a revolutionary

eflect upon the manufacture of woolen textiles. Previous

to 1850, the woolen industry had depended largely upon raw
wool grown in England, the supply of which had increased
onsiderably during the first half of the century. Before
;nodem methods of production had been introduced, the
raw material from this source slightly supplemented by
imports from abroad had been quite cient to satisfy the
demands of the handicraftsmen. e power machinery
had been introduced, the scarcity of the supply of home-
grown wool became acute at times, Fortunately for the
English wog] manufacturer, 8 new_source of supply was
created in the second half of the century, when Australia,
. Tasmania, Cape Colony, and to a lesser extent South Amer-
ics materially increased their exports to Great Britain.
The extent of Britain’s importation of wool is shown in the
following table:*

IurorTs or Woor
QuaxTrry
Yaam (!ndnd’x::‘ woolen V:an Ru—mm
. (s
74326778 | ......... 14,388,674

148,396,577 | 11,081,479 30,761,867
263,267,700 | 15,812,598 92,542,384
463,508,963 | 26,375,407 | 237,408,589
638,028,131 | 28,025,687 | 840,712,303
775379063 | 28494219 | 404935226
620,350,885 | 26,648,737 | 277,864,215
723,820,547 | 80,746,990 | 326,312,398

Another indication of the growing importance of the
woolen industry is to be found in the export of textiles.
In 1820 the declared value of such exports amounted to
£5,586,138, advancing to £7,693,118 in 1845. Francis W.

1 Parter, op. eit., p. 337.

.
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Hirst describes the development of the woolen industry in_
the following words: !

“The wool trade, like every other trade, has its ups and downs;
but the general movement has been from bigher to higher levels.
Its first stimulus eame from the repeal of the Corn Laws; its second
from the Cobden Treaty of 1860, under which the duties on British
woollens entering France were lowered, and the trade between the
two countries was stimulated. Next came the Civil War in the
United States, and the cotton famine from 1861 to 1865, which gave
another xmpetus to the wool industry, with a correspondmg infla~
tion of pnces, followed by a fall. Anpd, fourthly, the Franco-
German War in 1870-71, when, during the stagnation of production
in the countries engaged in the war, there was the greatest boom
_ever known in the British wool industry, which, however, was to be
surpassed in 1907, and again in 1909 and 1910. In many trades,
the profits made in these good years were invested in new buildings
and plant at & time when prices were at their highest, and, instead
of the prosperous times continuing as was expected by many, there
followed a severe shrinkage of values and of demand, both for home
and export, ir ified by a ch of fashion against the bright
goods of England and in fa.vour of the soft all-waol goods of France.
The loss of capital and employment towards the end of the ‘’seven-
ties,” resulting from over-expansion and the fall of prices, was the
greatest ever experienced in the history of the trade, and seriously .
retarded for some time the prosperity of the wool industry.

Twenty years later the Boer War caused a severe depression, but
if we compare our unprotected trade with the protected trade of our
chief rival, France, we shall see not only our greater strength in
surmounting tariffs, and finding neutral markets, but also our
greater recuperative power after periods of depression. In 1882
British exports of wool manufactures were valued at £22,200,000,
those of France at £17,700,000. In 1896 ours had increased to
£27,100,000, while the French had fallen to £12,906,000, In 1898,
under the Dingley Bill, ours had fallen to £21,800,000, and the
French to £10,100,000. In 1907, & record year of international
trade, the exports of our wool manufactures had risen to the rag-
nificent figure of £34,200,000, while those of France were valued at
only £12,100,000. In 1882, Free Trade Britain led Protectionist
France by only £4,500,000; in 1007 ghe had increased this lead to
22 millions. The truth is that where our workpeople are skilled, .
and our millowners enterprising, the cheapness of food, clothing,

. 1 Porter, The Progress of the Nation, pp. 333-34. Methuen Co., London, 1912.
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and of all other things which enhance the efficiency of workers, and
reduce the cost of production, make it difficult for foreigners to
compete.

Moreaver, an important development, consequent upon the ex-
tension of machinery in the German and other foreign woollen
industries, is our increased export of yarn, ...’

INDUSTRIAL ENGLAND
[ The Chief Coal Districts of
Eng] and Wales
721 Tha Region of Densest, Populstion,
in the eaxly XVIlIth Century,
wunThese linow enclose the Regions of
densest population in the XXth|
Century,
T Citiga wen e which had @ pepcistion off
X ver in 1910,
Hote e Tooxtions of tha cltiw with regard ts
e fon i, The shifting

in manufacturing, mede powsthle by
+ upsaing up of the cosl miom.

THE EXTRACTIVE INDUSTRIES
The condition of the extractive industries likewise reflects

the progress of British industry during the nineteenth
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century. The increased output of the mines, beginning
early in the century, was largely due to the extensive applica~’
tion of steam power to industry, which meant 2 large con~
sumption of fuel, and to the growing demand for metals used
in a great variety of manufactures. It should benoted that
the introduction of improved mining technique and better
transportation facilities which tvere rapldly perfected during
the nineteenth century, played asignificant part in the growth
of the output of the mines.

The inventions of Watt and Boulton (1765 and 1774), they
improvement of roads, and the construction of eanals and,
later of railways were of great importance in the extension i

of coal mining. Watt’s invention brought about a revolu-

1

tionary change not alone in the drainage of the mines, but
also in driving shafts and in removing coal from the pit.
Besides, many other improvements were introduced. The
use of coal pillars as supports in the mines was largely
eliminated, the wooden support being substituted.

Complete statistics for the production of coal during the
first half of the nineteenth century are not to be had. The
extent of the growth in coal production, however, is indicated
by the increase in the shipment of coal from Newcastle,
which in 1801 amounted to 1,331,870 tons and increased to
2,977,385 tons in 1849. Coal exports from several other
ports showed an equally remarkable growth. Beginning
with the second half of the century, the coal mines of England
yielded & constantly increasing output.!

THE IRON AND STEEL INDUSTRY .

In the production of iron and steel, progress has been no-
thing short of phenomenal. In 1796 official statistics show
that in England and Wales only 104 iron furnaces were in
operation with an output of approximately 108,000 tons.

* PropucTioN o Coan

(Ten-year averages)
NS Drcapw Tows
242,541,600

10001900, . .. ...
1910-1919.... . 256.5“ 819
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The opening of the ninetesnth century witnessed s period
of marked prosperity. An output of 1,200,000 tons was
estimated for the year 1836; four years later production had
increased to 1,500,000. Many factors contributed to the
expansion of the iron and steel industry in the years that
followed. Forembost among these was the steadily increasing .
demand for iron and later for.steel, in railway and steamship
construction, , That the intreased demand for iron ore which
followed far exceeded the available supply * from domestic ;
sources is shown by the fact that imports rose from 2,632,601
tons in 1880 to 6,297,963 in 1900; reaching 7,020,799 tons {en
years later. By far the largest single '#upply of foreign ore
was obtained from Spain, although ihports from Greece,
Italy, and several other countries have been by no ‘means
negligible.

The production of pig iron in England quickly responded
to the needs of industry, advaneing from 3,826,752 tons in
1860 to above 9,000,000 tons in 1908, 4,209,403 tons of
which were produced from foreign ores.

DEVELOPMENT OF MEANS OF COMMUNICATION

The development of internal means of communication in
England began in the eighteenth century with the extension
and improvement in road construction, following the suc-
cessful efforts of Macadam, Metealf, and Telford. The
growth of industry, especially the sudden shift of the more «
important industries to within close proximity to the coal
and iron ore deposits, greatly intensified the need for better
roads, and the increase between 1800 and 1850 in the number
and effectiveness of toll roads in every section of the country
bears witness to the rapid progress of road construction.

. The second phase in the evolution of the means of com-

t Production of iron ore in the United Kingdom since 1880:
Provucrion or InoN Oxe
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"munication -~ canal eonstruction — began with the comple-
tion in 1761 of the Bridgewater Canal, between Worsley
and Manchester. The successful operation of this canal
stimulated construction in other parts of the country. From
1760 to 1800 several private companies were organized so
that considerable progress was made even before the opening
of the nineteenth century., From 1800 to 1850 canals were of
importance in promoting the industrial development of the
country, since many bulky goods could now be carried not
only more chesply but with far less difficulty than beforej
The total length of English canals gradually increased to
nearly 4000 miles in 1906, but their relative importance had
greatly "diminished due to the competition of the railway.

< The latter, long before the steam engme was first introduced,
had demonstrated its feasibility in the form of tramways.
In the years immediately following the first successful efforts
to utilize the steam engine in locomotion, relatively little
was accomplished. -After 1836, however, the number of
railways completed, and those projected, increased to an
‘astonishing extent, By 1845, 2264 miles were in operation in
the United Kingdom. Then followed a penod of extraordi-
nary growth, the total mileage increasing from 6621 in
1850 to over 10,000 by 1860 and to 15,537 ten years later.
After 1870, while additions to the railway mileage were
fairly contmuous, it compared unfavorably with the develop-
ment in earlier years. This was to be expected, for even be-
fore the opening of the present century the country was well
provided with a network of rallways

* Manes oF Raruway v Oruparion (Umm Emianos)
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GROWTH OF BHIPBUILDING
Although the construction of the steamship had proceeded
rapidly after the successful experiments of Fulton in 1807, it
“was not until 1838, when the Sirius and the Great Western
crossed the Atmfthe triumph of steam navigation
waa fully assured: This success was followed by the estab-
lishment in 1840 of the first regular trans-Atlantic steamship
‘line. After 1840 the growth in the tonnage of steamboats
registered in the United Kingdom increased rapidly. By
1850 it amounted to 168,474 tons; twenty years later it had
increased to over 1,112,934. Yet the displacement of the
‘sailing vessel by the steamer did not\come, in the case of
‘Great Britain, until much later in the century.

GROWTH OF THE SHIPBUILDING TRADES

Smws Borur

Yxan BartiNa Brmam Toral

Number) Tons Number Tons  |Number| Tons

201,111 74 10,178 [ 1,370 | 211,289
119,111 68 14,584 | 680 | 133,695

117,092 | 438 | 225674 | 974 | 342,706
57,580 | 474 | 346,361 | 822 | 403841
123224 | 681 | 528,789 | 858 | 652,013
46,010 | 845 | 886,627 | 1,413 | 932,637
28,250 { 730 | 670,219 | 1,078 | 698,469

1 1840-50 vensels built and firet registered in the United Kingdom; after 1850 vessols built
TR e el for other countrios aad for the BavY.

Meanwhile there likewise occurred changes of fundamental
importance in shipbuilding. G. R. Porter was able to write
asearly as 1845: “The building of iron ships is fast becoming .
an important branch of national industry; it is one in which,
our mineral riches and our great mechanical skill will secure)
to us a virtual monopoly.”* The history of shipbuilding fully
justified this prediction. In the total tonnage constructed
by British shipyards the increase has been phenomenal, es-

1 Porter, op. 6it., p. 258,

»
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pecially in the last quarter of the century. From 342,706
tons in 1870 construction increased to over 932,000 tons in
1900. While not maintaining nearly as high a record as in
1900, the shipbuilding industry of Great Britain has con-
tinued to be one of great importance.

INDUSTRIAL CRISES

The fairly regular recurrence of periods of prosperity fol~
lowed by periods of depression is one of the outstanding
phenomens of modern economie history. Previous to the
opening of the last century, industrial crises were more local
in character, although overinvestment in speculative com-,
panies was frequently followed by serious economic disturb-
‘ances, and political upheavals sometimes endangered the
economic stability of more than one nation. Ease of com-
« munication has resulted in o much greater interdependence}
of nations through intensive specialization in production.
It is almost impossible to date these erises, as their passage
from one country to another is often delayed. Moreover,
one may prove severe in England and fairly mild on the
Continent, or the reverse. There is considerable evidence of
a looseness of definition; what seems a “erisis” to one writer
not being accepted as such by another.
Jevons gives 1815 as the date of the first important erisis in
England during the nineteenth century. This was rather a
. characteristic disturbance, involving as it did both an indus-
trial, commercial, and agricultural readjustment after s long
war and difficulties with inflated currencies. As far as the
disturbance in England was concerned, however, it is proba-
*ble that the troubles of 1810-11 were equally great. One of
the most obvious symptoms of a depression is usually the
Taccumulation of manufactured goods which the market re-
fuses to absorb, but it would be rash to call this a ‘‘cause.”
The statement will probably go undisputed that the one
- unfailing predecessor of a general crisis is inflation; but
inflation haes its industrial as well a3 its financial aspects.
Besides periods of world-wide depression, there are local

.
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erises, and those which chiefly affect particular mdustmes
For example; thie" English cotton industry had a very bad
time during the American Civil vil War, due to the gearcity of
the raw product. British iron and textile industries, as well
as finance, felt the American crisis of 1857, following a period
of overspeculation. The most familiar and recent case of
general depression is that followmg the World War. Note,
however, that it did not follow immediately, but only after
8 period of feverish industrial activity, speculation, and some
of the most amazing exs.mples of inflation. The factor which
we have given last was really first, ) ren;{mng over from the
war.

Some factors may be brought into play by the force of
extraordinary circumstances and yet continue to operate
afterward. Anexampleis the stimulation of Egyptian cotton
production because of the failure of the American supply dur-
ing our Civil War. Egypt has continued to be an important
source of cotton — especially of certain fine grades. This com-
mercial crop has had vast effects upon her whole economic
system, upon social classes, political ideas, and foreign rela~
tions. Similarly, the shortage of British coal during the
World War hurried the opening of mines in various quarters
of the globe. Some of these paid, once they were opened,
affecting the market for the British product after the war.
So it was also with cotton spinning in the Orient and in the
United States. The Germsan chemical industry suffered
permanent losses to Great Britain, America, and France,
strong nations which were inclined to protect their own fac-
tories, once establishéd — especially considering the military
importance of this class of manufactures. On the other'
hand, the coal mines developed in French North Africa dur-
ing the war were unable, in the main, to meet the post-war
competition.

UNIONISM AND SOCIAL LEGISLATION

"The Molestation of Workmen Act of 1859 made it lawful
“to persuade workmen by peaceful mesns to absta.m from
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working in order to raise their wages.”! Although much of
the ground covered had already been won in practics,
the passage of the Trade-Union Act and the Criminal
Law Amendment Act in 1871 marked a new era in the
legal position of labor combinations. The main provisions
of the Trade-Union Act were the definite legalization of
labor organizations and tbe withdrawal of common-law
restrictions which had been effectively used.at times. The
trade unions were now permitted to register as benefit
societies, to hold property, and to receive the protection of
the law in respect to their funds. At the same time, the
Criminal Law Amendment Act was passed, providing for
the prosecution of trade unions adopting a policy of molesta-
tion, intimidation, obstruction, or similar practices. Many!
of these restrictions were finally withdrawn in 1875 and |
1876.  Peaceful persuasion to abstain from work was af .
lagt: completely Iegahzed and it was provided that the actions’
of trade unions were not to be interfered with unless theu'
activities were illegal “when committed by an individual. ”
‘Following the passage of this legislation fnany new unions
were organized, trade-union congresses were held’ for the
purpose of formulating national policies, and a more unified
labor programi was laid out. (After 1875 the trade unions
gained steadily in membership and influence, and many of
the remaining restrictions which still existed were with-
drawn? Trade-usionism also became a political force, al-
though it was not until 1893 that any definite action was
taken to establish an independent labor pa.rty.'

The greatest single setback to British unionism proved to
' be merely temporary. It is usually known simply as the
Taff Yale case. The Welsh railway company of that name
© % Stone, Gilbert: A History of Labor, p. 236, A sketch of the earlier progress
of labor organization and legislation has been attempted in Chapter IV above,
where it was suggested that the general course of unionism in England was not
clearly apparent until about the middle of the nineteenth century.

1 In 1895 about 1,000,000 workmen were affiliated with the Trades-Union

Congmss _ By 1020 the mta,l bad increased to more than 6,500,000. The
1-23 resulted in & marked decline, tha total for 1922

being only a.llghtly in exeesl of 5,000,000

¢
-
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‘sued the Amalgamated Society of Railway Servants for dam-
ages resulting from a strike in 1900, and was awarded £23,000
(about $115,000) damages by the House of Lords. This
decision was given, reversed, and finally confirmed in 1901,
The principle involved was the liability of unions for the) s
acts of their members, and the right of an injured employer
to collect damages by law from funds amassed for other
purposes, which had been supposed to be immune from such
attachment. It was extremely important, as it made or-
ganized labor vulnerable even where the unorganized labor-
ers were not, since they usually had 4go Little property to
make a suit worth while. Since the Lords’ interpretation
of the existing laws was final, Labor went into politics to
secure such an amendment, of the Conspiracy and Protection
of Property Act of 1875 as to make decisions like that in the
Taff Vale case impossible. The opportunity arose at the

_end of 1905, when Labor helped the Liberals under Campbell- *
Bannerman to overturn the Conservatives, and was rewarded
in 1906 by the passage of the Trade-Unions and Trade-

isputes Act. Its most important provision was to put the)s
f of unions beyond damage suits because of the alleged
“‘tortious acts” of members on behalf of the organizations.
{In 1909 the House of Lords confirmed the so-called Os~:

borne Judgment, which forbade labor unions to assess their
members in order to pay members of Parliament. At that
time these members were not paid s salary by the State,'and v/
the only means of keeping poor but suitable representatives
in office was by such contributions. {The problem was partly -
solved in 1911 by the adoption of a salary of £400 a year. A
new Trade-Union Act in 121-3)redeﬁned such’ bodies as .»
temporary or permanent combinations with the principal
and statutory objects of trade regulation and benefits for
members. While its wordmg was so ambiguous as to give
rise to lawsnits later, it {established the principle that umons{
may accumulate political funds, provided the ends have been
decided upon by secret ballot and the contributions are not)
compulsory.
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“To protect its interests, the Labor group was gradually]
drawn formally into politics. Since the enfranchisement of
8 considerable fraction of the laboring class by the Reform '
Act of 1867, Liberal candidates had catered more or less to
the views of the new voters. T'wo avowed Labor candidates
were elected to Parliament in 1874 through a combination
with the Liberals. The groug rose to ten in 1885, the year
following a new Reform Act, further broademng the fran-
chise. (By 1892 the en%r: Labor contingent in the House of
Commons was sixteen, including a new element of genuine
radicals with socialistic leanings and an interest in the un-
gkilled as well as the skilled laborers. The Independent
Labour Party, founded in 1893, was distinctly socialistic in

“its avowed final aims,)and also had an immediate program
to which its members in the House of Commons were
strietly pledged. {This included sickness and old-age in-
surance, progressive taxation of unearned incomes, disarma-
ment, and later woman’s suffrage. The Fabian Society h
been founded in 1883, led in its early years by famous men
such as Sidney Webb, George Bernard Shaw, and Graham
Wallas. It was largely propagandist, and quite non-revolu-
tionary in its principles, as the name suggests. ‘The Demo<
cratic Federation, founded three years earlier, was strictly
Marxist and revolutionary.

The Labour r Party of to-day dates from 1900. At first, it
was unionist and non-socialistic. By 1905 it had twenty-
nine members in Parliament, in a total Labor contingent of
fifty-four, the remaining twenty-five consisting of various
socialistic and non-socialistic elements. The Labour Party
drew up a moderately socialistic resolution in 1907, and many
of jts members, such as J. Ramsay MacDonald and Philip
Snowden, were avowed socialists. Due to its flexible organi-
zation and moderate policies, and also to the growing weak-
ness of the Liberals and their dependence upon outside sup~
port, the party grew enormously up to the World War, in
spite of its socialistic leanings in & country traditionally
conservative. Emerging from the political truce incident to
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the war, the Labour Party became the most vigorous op-
position group for five years, and became the ruling )Goverm
ment for nearly a year, following December, 1923.

.As Labor has organized itself politically, and also affected
polities by voting or trading with less speclﬁcally laborite -
groups, loissez-faire has largely crumbled,. Whether social
legislation belongs mainly to political or to economic history,
it Bas had economic effects which cannot be ignored. There
is no sharp line of demarcation between the two fields, the
only question about incorporating such materials being the
practical one of the space they deserve at the expense of
other things. |Germany had been tlh;unear in social m o
surance legislation,~beginning with sickness insurance
1883, and developing a most remarkable system by the en:
of the century While the German scheme was violently*
criticized in Great Britain for twenty years, its amazing
practical success finally led that country into the same path, -
~ which she followed with an enthusiasm and thoroughness
equaled only by that of Germany herself,

_When the Liberal Party came into power, with Labor
support, at the end of 1905, it was pledged to a program of
old-age pensions and other social legislation as well as a law
to prevent such decisions as that in the Taff Vale case.
An Employer’s Liability Aet of 1880 had given British
laborers in dangerous trades substantially the same protec-
tion Which those of Prussia had enjoyed for more than forty
years. Its provisions were extended in 1897, 1900, and 1901,
to include more than half of the laborers of the country, em-
ployers being obliged to insure them against accidents.

/A really comprehensive program was begun with the pas-”.
; 8age of the Workmen’s Compensation Act of 1906. Instead
of dealing with classes of workers by name, it established in-
jury insuranee for all except manual laborers and those earning
over £250 a year, Some 13,000,000 workers were involved,

.1 The circumstances which led Bismarck to espouse this program have been
discussed in the final section of Chapter VI above, See Chapter IX on “Ger-
mrxan Industcy,” for a brief discussion of ita place in the German economic
order.

3
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instead of about 7,000,000 under the earlier legislation. The
- Yemployer was required to pay & maximum of £1 o week during’
ime out for injury, medical and funeral expenses in case of
death, and benefits for dependents, if any. While this was
not compulsory state insurance, in the German sense, it
accomplished much the same purpose, since employers

tended to shift the risk to insurance companies.

(Earlier schemes of relief for the aged were superseded or
systematized by the passage of the Old-Age Pensions Act of
1908. An amendment of the next year had the effect of

‘ﬁ)ol'mh_i,ng the older poor relief.” The newer legislation was
a pension scheme, pure and simple, for British subjects of
certain ages and income categories who had been residents
twelve years and citizens for twenty. (Unlike the German
system, the payments were provided for entirely from public[
funds, no eontributions from employers and employees being
required.’ In this respect the programs of Denmark and the
Australasian countries were followed. Sickness and un-
employment insurance were added by the National Insur-;
ance Act of 1911. Medical and maternity benefits and care
of an advanced and systematic type were features.

~The provision for unemployment insurance was s distinet
step in advance of the German program. Labor exchanges
had been set up in 1909, the year of the abolition of the old
poor-relief mechanism. Germany was handling this effi-
ciently, but had always bal}{ed at comprehensive unemploy-
ment insurance legislation. Realizing the possible scope of
the plan when it should develop, two groups, the building
and engineering trades, were singled out for a beginning.

['Contributions of employers, employees, and the State built
up & fund for each employee, who drew against it when out
of work through no misconduct or voluntary act of his own.

( During the course of the World War, over three millions of

“ workers were withdrawn from production. More than half

t The Widows, Orphansand Old-Age Contributory Pensions Act of 1925 ex~
tended the national insurance scheme, and put old-age pensions, so far s the
working population is concerned, upon a contributory basis.

.
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of these were replaced by women, about 70,000 came in from
outside, including the Dominions, some 700,000 were re-
leased from military service, and there was still a deficit of
more than three quarters of a million. Under these cir-
cumstances, conscription was established in 1916, with a
special view to regulating the assignment of personnel to
military or economic servige according to the supreme needs
of the Government.’ -

(Stnkes assumed enormous proportions after the war, it
bemg estimated that 85,800,000 working days were thus lost
in the single year 19217 Following tie onset of the industrial
crisis at the end of 1920, ¥ast numberk found themselves out
of employment.) The figure rose to more than two and a half
million during the summer of 1921, and stayed above a mil-
lion for over two yesrs. (Added to the huge burden of war

loyment situation has brought into sharp relief certain

tensions and allowances, the weight of this post-war unem- !
P

asic issues concerning the assumption of such risks by the ~

State: (a) Can the State bear the financial burden? . (b) If
80, is the money to be raised by taxation, or at least in part
from some arrangement whereby each industry assumes
special responsibility for its own unemployment? (¢) Can
any system of unemployment allowances be devised which.
will be adequate and yet avoid demoralizing the worker?
(d) Granting that all these problems can be solved by publie
unemployment insurance should the assistance take the
form of payments without work, or of arranging a schedule of
public works to be pressed whenever times a.\'e dull, or some
such modification to a system of “doles”? /

. Various extensions in the National Insurance Act of 1911
brought the number who came under the unemployment
provisions up to about 12,000,000 by the time the crisis of
1920 set in. Within six years after the armiStice, the total
cost of unemployment insurance from public and private

- gources was well over £350,000,000.' Of course, the situation
of this period was abnormal. French writers repeatedly
charged that British workmen spent & great deal of time
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across the Channel, living in comparative luxury on either,
doles or strike benefits at 8 time when the franc was weak and
the cost of living low in France. How can Governments'
fix wages and give compensation for unemployment in in-
dustries over which they have no control or interfere in
management without fundamentally altering the whole
fabric of private enterprise? No system of government
insurance can be any stronger than the Government con-
cerned, or any safer than the investments of the funds per-
mitted by law. So far this has been a German rather than
a British problem, since Germany lost the war and inflation
went almost infinitely farther there. Inflation and changes
in general price levels both affect any such system, however.
If the cost of living rises to a point where the rates of pay-
ment contemplated when the funds were accumulated will
buy only half as much, the system is ineffective to that
extent, and it is unsafe in proportion to the probability that
this will oceur. There is no getting around the fact that
such funds, in 8o far as they are raised by taxation, are sub-
jected to the interested political influence of those who do
not pay as well as of those who do. The whole theory of
business enterprise is affected by this separation of the ac-
cumulation of wealth from the power to decide about its
distribution. We are slready a long way from laissez-faire,
and not very certain as yet whither we are bound.
(Theueral strike declared by the Trade Unions Council |
of Great Britain in n May, 1926, to support the cause of the
gtriking miners, brought forward some fundamental msues)\
This move was supported by funds from abroad as well as
at home. Though the Government tried to avoid all other
questions save the one of whether the tying-up of the whole
economic gystem by a fraction of the population was or was
not revolution,! there were others quite visible in the back-

* The “Triple Alliance,” orgmued in ].QM, ;oumed the Miners’ Federation,
the Transport Workers Fed ional Union of Railwaymen.
Buch s combination of specially tramed peoplo in key positions may obviously
threaten, and might conceivably bring about o stoppsge of the national
economic machine, which would affect millions of people not paxnee to the
dispute. ]
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ground, which did not disappear when a compromise wag
effected. (The miners’ strike continued for months, causing
enormous loss to various industries) Under world conditions ,
at the time, it appeared that(the cosl mines conld not pay )
what wag generally conceded to be(s decent wage to all the
workmen)who habitually followed that trade without running
at & loss. (Many people asserted that this need not be thei
case if the mines were nationalized. Here is a typical di-}

e T T ‘e . v
lemma for which our generation hag no positive solution.
How is a Government to ensure that a vast industry will
pay a decent wage to a given nfynber of people, either
through regulation or direct management? If it cannot
be done, how is tbe difference to be made up? Who is
to decide whether the condition is temporary or perma~
nent? If a wage is fixed which the poorer units cannot pay
and they go out of business, what is to be done for the
workers who are trained for one thing and obliged to turn to
another — especially at a time when there is little to turn
to? The older latssez-faire economist would have said un-
hesitatingly that the State must keep its hands off, letting
prices and wages find levels conceived as ““normal” through
competition. But both employers and employees are or- «
ganized on a vast scale, and such a struggle, even if peaceful,
might be intolerable to the consumers and paralyzing to the
pation in general. On the other hand, the socialist would
say with equal conviction that the State must step in com-=
pletely and end this destructive competition. The issue as
to whether private or public management would prove the
more efficient bristles with praetical and theoretical pro-
blems.Y If the State is to buy the properties, a great deal
depends upon the price, and if they are merely leased, the
conditions. of the arrangement with the owners, including
the guarantees given, are all important. To suggest only
one difficulty in evaluating a plant, either for purchase or
for the apportionment of revenues, an arbitrary decision to
abandon it would make it worth something like the value of
its equipment elsewhere, less the cost of moving; whereas

. .
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a totally different figure might result from calculating the
chance that conditions may improve and make it profitable
to use the machinery on the ground. (A rational reorganiza~
tion to get coal from the best-paying seams at the lowest
possible cost would presumably increase the quantity that
the market would absorb, but there is Do certainty that all of
the older mining personnel could be employed in such a
scheme.) .

( One factor eternally escapes formal regulation, and that is
‘population itself. If an industrial nation like Great Britain
suddenty Finds herself with several million more people than
the world demand for manufactured goods will provide with
work, and hence with food, what is to be done with the sur-
‘plus? To support these workers in idleness obviously puts
an additional burden upon the 5rmtion of the productivej
machinery which is still turning,/ Even if we say that the
Dominions are not erowded, that does not mean that farm-
ing countries can suddenly absorb vast numbers of miners
or factory workers, War and inflation are the enemms(
of economie stability, but the dislocations they produce!
are largely those of other times concentrated and magni-
fied.

INDUSTRY AND EMPIRE

While this opens a. subject which will be touched again in
o chapter on commerce, & word must be put down as a
reminder of Great Britain’s positiqr_x,ai_;vthe center of a world-
wide empire, and of her preéminence in world trade. These
facts serve to explain a land system at home with which a
more self-contained nation would starve. = The British
Empire includes about a fifth of the earth’s Iand surface and
roughly a quarter of itg population. In this medley of some
four hundred millions is scattered a handful of about ten mil-
lions of native stock from the British Isles.beyond their bor-
ders, and the surface of the United Kingdom is less than a
thousandth part of the whole. The great units of Canada,
South Africa, India, and Australasia absorb about forty per%

v
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cent of the exports of the United Kingdom, and furnish
ound thirty per cent of the imports.

It is the character of this trade, rather than its volume,
which draws our attention in connection with industry. :
Cergals and meats are imported from Canads and Australia/-
and also wool, hldes, and leather in large quantities from the”
latter. Cotton comes from India and Egypt, as well as from
the United%tates In and out of her possessions, Great
Britain has a tremendous grip on the world sources of rubbers
and pg!;_r_gleum Her initial advantage in supplies of “coal |-
and iron has never been entirely lod, though her mines are
getting deep, many of the coal s are thin, and competi-
tion is becoming constantly more serious. On the one hand,)
she is the great world market for foodstuffs and raw materia,ls{
on the other typically an exporter of manufactures, which
form more than three quarters of the total. Cotton goods
alone average around twenty-two per cent. Other important
items are iron and steel, woolens, construction materials,
chemicals, and nautical supplies. In general, the Empire is's
sparsely populated and agricultural, the home land densely
populated and industrial. s

In such a situation, shipbuilding takes on an importance
even disproportionate to the actual profits it yields directly.
1t is inextricably bound up with a gystem of naval construe-
tion, underlying the peculiar need of & nation which cannot
even temporarily feed its people or industries on home pro-
duce, to keep its lines of communication open in a world
where wars still occasionally break out. Great Britain is
not the only country with a(chromc excess of imports over
exports) but in her particular case this represents the return
En investments abroad and the profits from earrying goods

or others. The rise of other maritime powers, such as

ermany and the United States, affected Great Britain’s
commercial position in the world, and any such change is
immediately reflected in the industrial system. For instance,
American goods are very close to the Canadian market and
peculiarly adapted toit. Canada is practically independent.
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It is easy for American firms to set up what might be called
sub-factories there, inside the Empire, in combination with’
Canadian capital and management.

The fluidity of modern industrial capital constantly
changes the economic structure of the Empire in another
way. British capitalists set up cotton millsin India, tempted
by the saving in transport costs, the cheapness of labor,
and the freedom from labor legislation. In time the product
of these mills competes noticesbly with that of English
mills, and tends to throw British Iabor out of employment in
periods when the market is narrow. For practical as well ag

; humanitarian reasons, British labor leaders take an interest
in improving conditions and raising wages in India through
‘organization and legislation. Similarly, American labor
groups have paid more and more attention to Latin-American
conditions, particularly in Mexico. Another effect of such

., competition is Vincreasing specialization — a constantly
changing division of the processes and markets. Short-fiber
Indian cotton and the Oriental market for cheap, coarse
goods go together. British skilled labor and experience con-
centrate more and more on the finer grades. This is one
reason why the number of spindlesis not a particularly happy
measure of the importance of the cotton textile industry.
There is no unit for making striet comparisons between goods
made*from, different grades and kinds of & raw material like
cotton, under different conditions and for different markets,

There are limits to such specialization, but they are ex-
tremely hard to fix. In fact, they are constantly shifting,
and merely of a certain arbitrary, practical valye for the time
being. At the outset, the factory methods were especially
adapted to the coarser goods, It wasalong time before Great
Britain learned to compete successfully with the hand-made
calicoes of the East. Having finally destroyed that in-
dustry, she faced a rising competition in the grades which
had first established her supremacy. As the Oriental

* lworker becomes more skilled and improves his standard of
living, the mills in that part of the world can take on new
. .
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.
grades of goods which are not too difficult to manufacture
"pear to the market as it exists at the time. In the meantimde,
the West takes up new things like artificial silk, and always
tends to have a monopoly of certain products used in in-
dustry, such as the upholstering fabrics and enameled or
rubberized cloths employed in automobile manufacturing.
The “downfall” or *“ decline’’ of Europe has been predicted *
in various terms and forms by writers in our century, particu-
larly since 1914, and Great Britain is an obvious central target
for such gloomy prophecies. Every age is “modern” until
it is past, each successive “file of time/’ being the foremost
by definition while it lasts. Europe was apparently checked
in 1914 in the midst of a vast upward swing in population and
economic activity., Ten years later her trade was still far
below the pre-war volume snd her numbers about exactly
on a level with those of 1913, while both America and Asia
had swept ahead. This does not necessarily mean that
either Great Britain or Europe ag a whole has reached the
peak of economic development. Surely at least Great).
Britain, Germany, and Italy are densely enough populated
relative to their resources that a halt or slackening need not
‘be regarded as a disaster. Europe has never worked out
more than a fraction of the economie destiny which might be
hers, and she may yet do so. Her resources are roughly
comparable to those of the United States, but the temitorial
division of labor has remained extremely awkward and crude,
due in large measure to the hampering restrictions of nationalv”
systems. If these could be rationalized, enormous new &
possibilities would be unlocked. That Great Britain would -
be among the first to profit is indicated by the fact that, as

& free-trade country, she has much to gain and very little to
-lose. There is no doubt that the American mass production) v
which impresses Europeans so much is largely founded on a|
vast marketing area without tariff boundaries or hampering;

frontier restrictions.

It is too early to say that Europe is decadent, or that -
Great Britain has reached anything like the peak of her
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industrial production. These nations are each otherg’ best
potential markets, and often actual ones. Small or poorly *
equipped plants waste the energies of highly skilled workmen
where better machinery would be possible if the market were
not divided up into fragments. Possessions outside of
Europe are so organized, in many cases, as to become merely
fragments of the above fragments, and do not contribute
what they might to the prosperity of the whole Continent.
The wagte is apparent even without counting the direet cost
of rivaIE in the form of economic and military preparations
for possible wars, Many Europeans sre keenly aware of
these handicaps, and have a lively sense of what might be
accomplished if they could be removed or reduced. In this
frame of mind various conferences called largely to consider
specific problems gince the war have discussed far more
general reforms, The French industrialist and ex-Minister
Louis Loucheur aptly called the pre-war malady of Europe
“industrial disorganization,” and introduced a resolution in
the 1925 meeting of the Assembly of the League of Nations
calling for an international conference to study the post-war
phase of it in detail. This led to much preliminary work dur-
ing 1926, and finally to an international economic conference
ot Geneva in 1927. It can be nothing more than an initial
step, but it would be rash to fix bounds to the industrial
future of any European country until a thorough attempt
has been made to unlock and organize the real possibilities of
the Continent.
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CHAPTER IX
GROWTH OF GERMAN INDUSTRY SINCE 1800

! In the early nineteenth century innumerable restrictions so
interfered with the progress of German industry that even®.
}in France, preéminently agricultural, industry reached a
more advanced development than in Germany. ‘This can
be accounted for in part by thd'dlow disappearance of the
A ‘ gild system in different parts of the country. e western
lanids the liberal French code helped to weaken the gilds.
Their monopolistic character was further undermined, be-
-tween 1808 and 1811, by the licepsing of craftsmen. Even
80, the gilds eontinued for some time to exert considerable
influence in a few branches of industry, particularly outside
of Prussia. This can easily be explained if we remember that'
the mechanical inventjons were but slowly introduced in
many parts of the country. In some branches of industry,
gild control had been disrupted even as early as the sec-
ond decade of the century. Legislation»therefore merely
hastened its destruction. The persistent efforts of the gilds-
men during the first half of the century to maintain their
position of privilege showed how desperate their condition
had become. Another gerious obstacle to economic progress
; Was removed in 1807 with the elimination of a large number
% of jternal duties.
\/ﬁe:eason or this slow development of German industry
. |18 in part to be found in the geographical position of the :
% country. go'I'nhe devastating eﬁMmade the
. accumulation of capital difficult.) Inadequate means ofy
y .communication, deficient banking facilities, and the lack of § p
‘8 uniform medium of exchange greatly retarded the transi-
‘tion from handicraft to machine productiony Not until
« 1833, after the formation of the Zollverein, were currency re-
forms initiated, and roads that ecould withstand heavy traffie
- Mextensively constructed. In Wen En_@nsi,ll,ad in
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operation & railway system comprising 800 roiles, G
"had_completed less than 400 miles. Again, agriculture
shsorbed a very large percentage of the total populatlon)
durmg fully three quarters of the century. In Prussia alone,
it amounted to 73 per cent in 1804, As late as 1871 it was .
still 67.5 per cent. (For Germa.ny as a whole the percentage
was slightly less, although, in 1871, 63.9 per cent of the
population was still classed as rural\ No one factor was of
greater importance in retarding industrial progress previous
to 1871 than the lack of political unity. The formation of
the Empire was therefore of great importance in the evolu-‘
tion of industrial Germany. \_/
Summarizing the course of events during the first half of
the nineteenth century, Alfred Marshall writes:

“Misfortune followed Germany till about 1850. A few of her in-
dustries, especially in Saxony and the Rhineland, attained some sue-
cess; but speaking generally sheremained poor relatively to France as
well as England, and backward relatively to both of them as well as
to Belgium and Switzerland. But when one looks below the sur-
face, one can see that the true German spirit was merely overlaid
by incessant strife, If never.died: its revival was largely due to a
revolt against the slaughter of Germans by Germans under Freder~
ick IT and under Napoleon. Driven in on themselves by pohnca.l
failures their thoughts founded “an empire in the air,” that i 13, an
empire in philosophy, literature, and music. 'This empue in the
air was not Prussian. It was German. And the ideal empire wag
the foundation of the material,”

INDUSTRIAL PROGRESS AND THE BEGINNINGS OF CAPITALISM
Large scale production on an extensive scale did not begm
in Germany until the middle of the nineteenth century—w
certainly, not before 1840 — although a few examples of
enterprises conducted on & capitalistic basis are found
earlier. There were CWWMM@&
in the eighteenth cenfury, but industrial activity was lim-
ited and the influence of factory production almost negligi-
ble. During the Napoleonic wars the Continental l}lockadel
t Industry and Trade, p. 123,
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| did much to stimulate industrial growth. A number of
beet-sugar establishments and spinning mills, operated on:’
the factory system, were at that time organized. The heavy »
demands of the Napoleonic armies for textiles likewise had

« & stimulating effect upon cloth manufacturing, especially ini
Saxony. The blockade, moreover, extended the territory in
which German producers could dispose of their goods. But
the industrial organization of the country as a whole rested
upon an exceedingly weak foundation. As soon as the

-blockade was lifted afid English producers were again able
to market their surplus goods on the Continent, a severe
reaction set in, and the German manufacturer lost heavily,
ag did those of other countries.
( - The year 1821 marked an event of some jmportance in the
Bistory of German industry — the establishment by the
s (Prussian Government of the Gewerbe Institut (Trades In-
"stitute). It did much to spread information regarding the
‘newer technical processes and was also responsible for the
establishment of several factories. But these improvements
were only local in character and at first exerted relatively
little influence.

The transformation of the political and economie life of
Germany in recent years constitutes one of the most re-
markable chapters in modern industrial history. In the
words of W. H. Dawson:

“...The last fifty years witnessed the decay and end of th
old “subjective” epoch of self-absorption, of concentrated, self
centered national life, and the opening and the triumph of a ne;
“objective” era of external éffort, beginning with foreign-trade
ambitions and culminating in ambitious foreign-politics. This
more than anything else is the distinguishing mark of the Germany
with which the world to-day has to do — the abandonment of the
old national forms of life and the resolute pursuit of world-aims
wnd a world-career, with the determination, if not to win absolute
primacy among the nations and empires of modern civilisation, at
léast to dispute such primacy with any existing or potential claim~

) t."l
\ The Evolution of Modern Germany, pp. 1-2..
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This new epoch in the economic life of Germany was
marked by a rapid growth in the population of mdustm.lx
centers, as in the case of England after the Industrial Revolu~
tion. From only 8 cities with a population in excess of 100,-
000 in 1871, the number increased ten years later to 14; b
1905 it reached 41. Approximately 63.9 per cent of the
population in 1871 was engaged in agriculture and related ['¢
industries; by 1890 it was 57.5 per cent; twenty years later{
about 40 per cent. The rapid industrialization of modern
Germany is ikewise indicated by the increase in the number of
persons engaged in the more important,branches of industry
for the years 1875, 1882, and 1895:%

Traves axp [NvusTRIES 1875 1882 1895

947,000 1,354,000

211,000 255,000

197,000 262,000

138,000 106,000

91,000 70,000

821,000 430,000

X 1,115,000

542,000 555,000

. 39,000 58,000

Brick, tile, and potte . 145,000 227,000 307,000

+ Chemical 41,000 57,000 97,000

It will be seen from the foregoing table that particularly
heavy increases were made in the building trades, in mining,
in the iron and steel industries, in brick, tile, and pottery-
making, and finally in the chemical industries. Only in the
case of flax, linen, and silk indiistries is an actual decline to
be observed since 1875, although employment in the cotton
industry in the late seventies and early eighties decreased
seriously.

The ability of German industrialists to adopt methods
which had already gained a high degree of development inl
Great Britain was largely responsible for the success which

1 The Evolution of Modern Germany, p. 44,

]
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they in turn attained. ( That Germany gained distinet ad-
vantages from applying an already proved industrial method {
iwithout suffering the consequences of continued experimen-~
tation cannot be demed,) A considerable quantity of the
goods produced in Germany was at first consumed by her
steadily growing population. A general rise in the leve! of
wages, combined with lower prices resulting from production
on a large scale, gave the German manufacturer greater
opportunities of disposing of his wares than he had earlier

ogsessed, At the same time the number of persons solely
ﬁependent upon industrial earnings steadily increased.

"After the establishment of the Empire, German indust;
recelved encoumgement through steps taken by the Gover‘zg

nent to organize and develop the industrial resources of the!

"vountry. This policy was manifested in every phase of na~

tional economic life. In this respect the industrial history ¢
of Germany differed considerably from that of Great Britain, |
where a policy of laissez-faire was the recognized one after ;
1850. {German industry derived many direet and indirect
benefits'from the protective tariff and from the painstaking
care with which-the Government endeavored to direct the

- system of education into the channels that would yield the

greatest advantage to industrial and c¢ommercial effort.
Willingness to apply she best intellect of the country to
industry could not fail to influence beneficially her economie
growth. Mention should also be made of the megngg_f_
the ariny upon business organization. The period of in-
voluntary military service disciplined men and trained them
to the advantages of codperation, quahtles ‘which in them-
selves later proved highly important in developmg industrial
and trade combinations,

Asin agriculture much earlier, the introduction of imp)_'ove-)
ments in machinery became s vital factor in the develop-
ment of industry; and finally after the middle of the century
the accumulation of capital began to influence economic
organization. At first this was slow, but it gathered force.
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THE TEXTILE INDUSTRIES

' ~Spmm.ng and weaving, particularly of linen materials,
had been for centuries an important a.gmcultural by-industry. \
The peasant grew flax, spun his own yarn, did his own
weaving, and in some cases grew madder for dyeing purposes.
The weaving of linen was almost exclusively a by-industry,
& small percentage of the looms being operated by weavers
with no other occupation, Thus in Prussis, out of a total of
about 250,000 linen looms in 1831, approximately 216,000
were used by peasants whose main activity was agriculture.
In the spinning of linen yarn conditiong were much the same,
although in eastern Germany a large number of spinners
were exclusively so engaged. The coming of the railway,
which revolutionized so many industries, only sligE_tIy
affected the production of linen,

This industry suffered severely after 1815 through the { '

competition of cotton textiles and the persigtence with which|
it followed the older methods of production. A sharp de~
cline in the production of flax was an added cause for dis-
tress. Although the Zollverezn gave some encouragement,
the position of the industyy was most insecure, as is shown

: by the steady decline of linen exports and the precarious

. condition of the Silesian linen weavers in the forties. 'The
temporary elimination of the supply of American cotton
during the Civil War in the United States stimulated the
linen industry to renewed life, only to lose again in the com~
petitive struggle which followed. For at least the first four .
decades of the century, spinning persisted as an important)”
bandicraft. After 1840 the use of power and the establish
ment of spinning mills became extensive. The quarter
century following 1882 saw the almost complete disappear-
ance of handspun linen yarns. In linen weaving conditions
were essentially different, the handicraftsman persistently
maintaining his position. As late as 1882, when modern «
methods of spinning had become quite prevalent, there was
little indication of any fundamental change in linen weaving.
But the revollftion eventually came. Combined with for-
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eign competition, it caused a drop in prices which resulted in,
great distress among handicraftsmen, who still endeavored
to. comipete with the machine-made linen textiles. DMan
chinery was extensively introduced after 1900, but the Ger-f%'
man tnen industry has made little progress since the opening.
of the present century. Iroportation of foreign linen yarn
and textiles has been heavy in recent years, but the export
trade has been relatively unimportant.

In the silk jndustry progress was made even previous
to 1840, But the total consumption of the raw material
amounted at that time to only 600,000 pounds, as against
1,900,000 pounds thirty years later. This rapid advance
can be accounted for largely by the fact that in the produe-
tion of silk much depends upon the dyeing and ﬁnishin_g&

,, | processes, _Eyen before 1870 German seientists had deyel-
‘ \ oped.thesg. processes to a high point of efficiency. More-

over, the raw material was largely imported, the domestic
output constituting but a small part of the total consumed
by German silk producers. Silk spinning had been early .
organized on the factory principle, but as late as 1871 weav-"

ing was still carried on extensively in households. ~
In the manufacture of woolen textiles the number of
_independent master weavers who did not combine agriculture
with a handicraft was.considerable. Only approximately
one fourth of the woolen looms in Prussia in 1831 were
operated by peasants as a by-industry. So far, however,
- the power loom and the factory system had contributed
* Little to its growth. The use of modern methods of produc-
. [ tion became more important in the sixties, hut weaving
g was still a domestic industry as late as 1871. A moderate
increase in the output of raw wool occurred in the years
preceding the Franco-Prussian War; this was followed by
a slow but continuous decline in its relative importance.
The price of foreign wool dropped in the meantime, and the
manufacturer could afford to import his raw material in
large quantities. In the spinning of woolen yarn concentra-
tion and the usp of power had gradually supplanted the




GROWTH OF GERMAN INDUSTRY SINCE 1800 538

independent handicraft and the domestic systers. Within
‘twenty-five years after the close of the Franco-Prussi
War, spinning was almost completely controlled by th
machine. In the weaving of the.textiles, however, as late
a8 1895 modern methods of production had by no means
completely displaced the home worker. The factory system
made continuous gains in the years that followed. Even in
recent times the woolen manufacturing industry has had a
fairly wide distribution, although there has been heavy con-
centration in Prussia, in the provinces of the Rhineland and
in Brandenburg, in Silesia, in Saxony, and in Alsace-Lorraine,
Raw wool, semi-manufactured, and | manufactured wool
combined have also been of importance in the export trade.
In the year preceding the World War, woolen goods held
fifth place in the list of exports, surpassed only by machinery,
ironware, coal, and cotton goods.

In thesabton-and silk industries conditions were very \
different. Difficulties involved in obtaining raw materials
gave the middleman an oppqrtui]ity from the beginning prac-
tically to control both industries. As a cotton manuface
turing country, Germany entered the field much later than
Great Britain. Once a foothold was gained, progress was
exceedingly rapid. Between 1836 and 1840 the annual
consumption of cotton already amounted to 18,500,000
pounds, increasing to more than 56,000,000 pounds between
1851 and 1855, In the corresponding years of the next
decade (1861-65) it exceeded 97,000,000 pounds. Another
indication of the growth of prosperity in the cotton industry

.is found in the increase in the amount of domestic yarn
.used by the German cotton weavers. During the early
decades of the nineteenth century the cotton industry de-
pended largely upon English yarn. By 1850 this dependence
had been greatly reduced, with the total of domestic yarn
approximating the amount imported. A decade later «
homespun yarn exceeded the imported supply. By 1871 -
the former amounted to nearly 2,000,000 cwt., whereas
the foreign yarn imported was about 400,000 ewt. There
. »
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was also a steady increase between 1852 and 1867 in the
number of spindles and in the output per spindle. '
But the introduction of cotton textile machinery was
slow, especially in the case of weaving, Aslate as the middle
of the nineteenth century léss than five per cent of the total
number of cotton looms were power driven. From 1850
o 1871 the latter increased considerably, but the hand
ﬁoom was still preéminent. Spinning was much earlier in-
fluenced by the introduction of machinery, as we have seen.
‘With the growth of the industry it was the mill rather than
the handicraftsman that supplied the weaver with yarn; and
it was in this branch that the greatest advance wasg made
previous to 1871.
. Much of the increase in the output of the German textile
industry occurred after the Franco-Prussian War, when the
[ ills of Alsace-Lorraine were added to those of Germany,
This ferritorial acquisition particularly affected the cotton.
industry.” Between 1854 and 1856 German manufacturers
consumed on an average 37,500 metric tons of raw cotton.
The relative unimportance of the cotton textile industry
at this period is to be accounted for by the fact that, as
material for clothing, cotton was just beginning to come into
popular use. The annual consumption of cotton inereased
to about 127,500 metric tons in the years 1875 to 1877,
This increase, however remarkable, was insignificant in
comparison with that which occurred after the opening of
the twentieth century, when an annual consumption of
more than 370,000 metric tons was recorded. German
knitting machines and black dyes captured the market for
cotton knit goods, which were exported in quaxtlity even to
England. g

DEVELOPMENT OF COAL MINING
( German coal deposits were only slightly developed in the
eighteenth century,«charcoal,constituting the most important
fuel used for industrial purposes. Some activity in the ex- -
traction of coal in western Germany, notably in the Rubr /
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Basin, occurred early in the nineteenth century, but lack of
‘capital prevented mining on a large scale. It is significant,
therefore, that, beginning in the thirties, a few large mining
companies initiated projects for the exploitation of the coal
resources of the Rubr, and that by the middle of the century
these companies controlled the greater part of the output of
this region. {These efforts to increase production, while
significant, did not assume proportions comparable with the
success attained by Great ﬁBritain. The relatively slow
development of coal mining*can be accounted for by the
backward state of the iron and metallyrgical industries, the
. \inadequacy of the means of fransportaljon, and the scarcity
):)!; capital. England, endgyed with natural and artificial
waterways, was able to car™M’on an active coal trade as soon
a3 the demands of industry gyairanted an extension of coal
mining. In Germany, on the other hand, it was not until
after(184) that means of communication were sufficiently
developed (excepting along the rivers, where steamboats
began to play an important part as early as the thirties) to
exert an influence upon the economic organization of the
country. Besides, artificial waterways were still almost to~
tally lacking.” As late as 1846 the output of the coal mines
of Prussia amounted to only slightly in excess of 3,000,000
tons, (Moreover, practically all of the important German coal
deposits were located in Prussia or the Prussian provinces, in-
cluding those of the Ruhr, the Roer, the Saar, and Silesia.
By 1852 Prussia produced about 5,000,000 metric tons; less
than fifteen years later her output had increased 018,500,000
tons; by 1871 to 25,950,000
The efforts of industrial enterprisers were soon reflected
in the steadily growing output of the basic commodities and
the establishment of factories operating on a large scale.
+An expanding industrial organization and increased use of
railways and steamships after 1850 meant a more rapid ex-
ploitation of coal deposits. So far coal mining was still
1 The total production for G (including Tuxemburg) in 1871 amounted
t0 29,208,000 metyic tons.

»
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carried on in the same fields which had provided the nation
with the scanty supplies demanded early in the century.
The last quarter of the century saw an expansion of coal
mining in these districts, as well as energetic efforts to obtain
a greater output in Silesia, where coal mining had only
recently been developed extensively. From 1875 to 1900
the production of coal increased from 37,436,400 to 109,290,
200 metrie tons, not including lignite (brown coal), of which
about 40,498,000 metric tons were mined in 1900. 'Lignit
was obtained largely from mines near the rivers Oder, Saale,
Weser, and Elbe. In the year previous to the outbreak of
the World War, Germany’s production of anthracite coal
had increased to 190,109,400 metric tons; in addition 87,233,
100 metric tons of lignite were produced. ‘The most aston«
ishing phase of the history of coal production in Germany ,
was the rapidity with which the coal resources of the natmn
were exploited after 19002 |

 Only the ease and cheapness of transportation permitted
of the importation of English coal in 1913 by localities into‘
which it was difficult and expensive to ship the output of
German mines. A comparison of the production of the coal
mines of Germany with that of British mines indicates a
relatively more rapid increase in the former. Although a
fairly steady increase in French coal mining is also to be
observed, it was negligible after 1900 in comparison with the
progress made in Germany and Great Britain.’

( Approximately one half of the output of German coal in|-
1913 came from the mines of the Ryhr region, the remainder,
chiefly from Silesia and the Saa.r, with a relatively small
contribution from Saxony.' The 1910-19 averiges given in
the table above are fair as to lignite, most of the supply of

i Provucrion oy Coan

(Tan-yenr averages)
Mprric Tons MsTee Tove
Droaon Anthracite Lignite
1880-1389 . 87.039.860 148724 070
1890-1899 3| o;’s 310 25.124,230
1000-1909 &wan 010
1010-1919, , ., .- 258.170 970 86,206,150
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which Germany kept under the peace treaty. Note, how-
ever, that the figure of 158,470,970 metric tons of coal is
far short of that for the single year 1913 (190,109,400 metric
tons). Although she exported about $60,000,000 worth of
toal more than she imported in 1913, she has had to imgorg
onsiderable quantities since the war. Besides the coal
deliveries to France on reparations, she had lost the Saar
mines entirely, and the most highly developed part of Upper‘
Silesia was finally awarded to Poland. Moreover, the Rhen-
ish-Westphalian region, of which the heart is the Ruhr, had.
been developed in connection with the iron mines of Lorraine,
which went to France in 1918. Deprived of some 60,000,00
tons qf coal a year, or nearly a third of her pre-war output,
and left with less than two thirds of the amount of her pre-
war consumption, Germany's industrial position seemed com-
pletely changed at the very time when heavy reparation
payments were being demanded. In the Ruhr region,
however, she still retained the great, concentrated European
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source of coking coal together with a system of furnaces and
transportation so marvelously developed as to be able’
practically to decree profits or losses to the holders of the
Lorraine iron ores. It was the seizure of this district in
January, 1923, which practically separated French policies
from those of the greater war-time allies, and in the end
paved the way to the economic rehabilitation of Germany.
The Rubr was too important for one or two powers to handle):
against the will of its owners and without the cotperation
or sympathy of the other European nations,

IRON AND STEEL

The Rhenish-Westphalian industrial region alluded to
above has few rivals, In the degree of its concentrated,‘/
intricate efficiency, it is perbaps absolutely unique. This
is all the more commanding to the imagination when we
reflect that{no longer 2go than 1865, Germany was quite;.
disunited politically, and, in spite of her fiscal union or Zoll-\
verein, her industrial system was on the whole rather primi~ -
tive. Iron-making had been carried on as a peasant side:
industry during the eighteenth and early nineteenth cen-
turies, burning charcoal and using equipment which may
fairly be called crude. (The production of iron ore soon
felt the effects of the fispal union, trebling between 1848 and ¢
1857.) From 1852 to 1875 the iron furnaces of Prussia
- alone increased their output from 160,000 to 1,395,000 metric
tons. (The production for Germany as a whole showed a
similar growth, rising from 685,000 metrie tons in 1862 to
2,000,000 in 1875.)

(In the(eugmeemng industriesirelatively little®progress oc-
curred previous to 1850, A few sporadic efforts were made\
early in the century to establish machine works in the Rhine
provinces and around Berlin, / Whatever success was at-
tained was largely due to the policy of the Prussian Govern-
ment and the encouragement received from British indus-
trialists and workmen who established themselves in Ger-
. % From 13,874,509 owt. to 39,241,087,
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\ e
many. ' Some headway was made in the twenty years beforé
1870, but the machine works of Germany did not begin to .

.produce on a large scale until after the Franco-Prussian War.,

. The transition from handicraft production was made at first
almost entirely with imported English, French, and Belgian -
machinery.” Solingen was the eenter of a fairly important
cutlery industry even in the early part of the century. The
craftsmen generally worked under’ the putting-out system,
which was only gradually displaced after 1850,

{ Germany's military strength, as proved in 1866 and 1870,!
was the expression of a slow growth ¢f which the real signi-t
ficance was to become more apparekt in the domain of
economics later. The way bad been paved in part by an
efficient educational system. In building up the Zollverein
and getting rid of racially conglomerate Austria, the Germans
had builded even better than they knew, at a period when
free-trade theories were nearer their decadence, and nation-
’a.lism more of a force in Europe, than most people suspected.
“Their sobriety and discipline, the almost reverential attitude
toward science in their higher schools, and a certain habit of
state interference inherited from Prussia, were all parti-
cularly useful in the situation which gave birth to the Em-
pire. .

Some elements in this situation must be regarded as for«
tuitous. (France was weak in a military way after an unfor-
tunate adventure in Mexico and a long series of campaigns
in North Africa which had placed undue emphasis upon an
open style of fighting. European conditions were quite
different, and Germany was familiar with them from a
recent war with Austria. With typical German thorough-{-
ness, methodical study and preparation had preceded action)
The Americans had just fought a vast civil war, beginning
with many ideas brought by General Kearny and other ob-
servers from Algeria, but ending with the plodding siege
methods of a Grant. Both sides had nearly lost repeatedly
because of faulty knowledge of the terrain. (The Germans

turned out to have the best maps of eastern France, the best
N 3

«

I
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tactics and strategy for that kind of country, and the besf
materials known at the time. When it came to making
peace terms, they demanded all of Alsace and the part of
Lorraine then industrially developed and known to be rict
in minerals, besides a billion-dollar indepnity — a large
sum in those days.)

Both geography and a coincidence of fortunate eireum.
stances were kind to the Germans. The new provinces,
seized nearly two centuries earlier from the older German o
‘““Holy Roman” Empire, were largely bilingual and not dif-

o (ficult to assimilate. (Larmine’s immense deposits of phos-
phorous iron ore were just becoming available through the
development of *6pen-hearth smelting. German industrial
ists bought the Siemens process in 1881. The Rhine region
waa perfectly located to bring these and other ores together
with half the known coal deposits of Eurocpe. In many ways

«{Germany’s backwardness in 1870 was an advantage, be-

}cause her system of industrial and transport nuclei, once
lestablished, was remarkably free from obsolete organization

' and machinery. Her commercial situation, in the heart of

the Continent, was practically ideal; her statesmen and
economists were not prejudiced against state interference o
- tariffs designed to keep the country self-sufficient. Nor
-must we forget her growing “intellectual proletariat.” It
. has been estimated that there were five thousand university-
atmined chemists before the World War,S and that the services
of one of these doctors of philosophy could be secured for
about seventy-five dollars a month during the earlier part
of his career, when he was, nevertheless, perfectly com- -
petent. . ) h
(Modern Germany is often dated from 1881, when the -
English Siemens process was purchased. Previous to 1871
the output of iron ore was extremely small compared with
that of Great Britain, though the production of all the Ger-
man lands was slightly superior to that of France. ) {The
development of the Siemens-Martin,or basic_process, es-
pecially including the improvements added in' England in

[} o
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the seventies, put an entirely new evaluation upon thé
"phosphorous ores of Lorraine and Luxemburg, and raised up
the first great European rival of Great Britain in the iron
business. Early beginnings of a transformation under the
German Empire were perhaps especially exposed to inflation
because of the French war indemnity, and the depression of
1877 was severely felt. Then began a gradual increase in
tariff rates, aided by the growing parliamentary influence of
certain “infant industries’ —— notably iron and steel. Be-
hind the protecting wall the complex of favorable geographie,
scientific, and socigl factdrs produced an almost uninter-

‘frupted_expansion of the output of ‘Sqm ore, pig iron, and
steel.!

{Despite the rapid increase in production, imports began
after 1887, and about 22 millions of tons of ore came in
during 1913 (from Luxemburg, Sweden, France, Spain, ete.).”
If we include Luxemburg, which was largely integrated into
the German economic orbit up to the end of the war, the

! pig-iron output increased from 2.7 millions of metric tons in
1880 to over 13 million in 1910. ‘Steel production rose from
1.55 millions of tons to 13.14 million during the same period.
‘The decade ending in 1910 was decisive in the history of the
iron and steel industry. England still maintained a small
margin of superiority in pig iron, which was lost in the next
few years.. As early as 1900 Germany was turning out more
.steel than the United Kingdom, -

In 1913 the iron and steel output of the leading competitors

% The 10-year averagea for iron, in metric tons, were as follows:

Drcasw Inox One Piro Inow
' 1880-1889, . ,,,, reo. 8,962,640 8,619,590
1890--18%9 . 13,332,110 5,877,770
1900-1909, .o 22,448,170 10,660,000
1910-1919. , , - 19,917,300 11,940,000

Note that the 1910-1919 deeade esrried Germany from the pre-war and war-
time peak over into the post-war drop, and that the average thus tends to
cover up both. The 1913 figure was 28 millions of tons of ore, with 21 million
from Lorraine alone, and 17 million of iron, Thus with Lorraine was lost
three fourths of the ‘&e»wu total, to which was added the Saar basin and the
. special advantages ifiluxemburg,
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{as represented by the following round figures, in m:lhons
of metric tons:

Unrren Brares Garuany Enovaxn Faanca
Irom.....ooenees 31 7 10 5
Steel..ovvvaninnnn 31 17 7 5

/Cverman metallurgical production qus.drupled between 1872
and 1900, while that of England was mcreasmg only about
\ thirty per cent\ The history shut up in that sentence lies
back of volumes which have been written on the dramatic
rise of modern Germany. {She entered the World War as -

i the leading iron and steel manufacturer of Europe, only to

1 lose a large part of the advantage she had prepared and
then swiftly built up in a century of struggle.” With Lor«
raine went three quarters of her pre-war ore, and the tip¥

" of Upper Silesia, which finally fell to Poland, is another in-
tensely concentrated center of coal mining and metal-

lurgy
zEconochally, the Lorraine ores and the coal mines, fur«
naces, mills, and transport system of the Ruhr are insgpa~
rable. This fact, probably quite as much as disputes about .
reparations which furnished the occa,s:on, accounts for the
JFrench occupation of the Ruhr region in 1923, } The throaf,-
cutting competition of the period of irritation and fear fol-'
lowing the war was ruinous to all parties, and the above
. move, instead of putting an end to it, rather brought the
\ cqnth.mn that no foreible or one-sided solution was feasible.]
the end, time smoothed out some of the hatreds, and the
qecessxtxes of all pressed for a spirit of cobperation and sane
‘megotiation. (The so-called Davwes Plan, which was prac- :
tically the League of Nations scheme for the financial restom-}
tion of Hungary adapted to Germany, enabled the latter
country to stabilize her currency and stop the mad inflation
which was paralyzing reparation payments and dislocating
the whole economic fabric of western Europe. The Locarng .
Treaty and the admission of Germany into the League of +
Nations hoth expressed and helped to further a netv spirit
of conﬁdence,)thh the war fan‘.her than ever in the back-
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ground (A Franco-German Commercial Treaty was Slgned
in August, 1926, \a.nd the premiers got together at a trout
luncheon in Thoiry, where they ammbly talked over a com-
mercialization of reparation bonds. (At the end of September

an(international steel cartel) was announced. Its central
idea was to arrange the necessary codperation between the
Lorraine and other foreign ores and the coke production of
the Ruhr, and its avowed purpose to stop the ruinous com-
petition between the steel producers of different nations. \

“Normal” steel production was estimated at between 26
millions of tons a year as a minimugn and 30 million as a
maximum, and this output was appoktioned between the
interested parties in roughly the following percentages (of a
production of 29,000,000 tons):

.. 42,89

-

Such publicity and governmental supervision were provided
for, the organizers claimed, 8o as to eliminate any grave dan-
ger of monopoly prices. Great cartels for price-fixing andv’
apportioning production at the same time have always been
precarious in the past. There is no intention here to o.rgue‘
that this is or is not the correct solution. In a sense, it
carries Europe back to the pre-war period, when such com~
binations were often discussed. Some kind of international,

" codperation is absolutely necessary. The machivery for.
joint discussio'n, research, and action has been enormously’
developed since the war, and must still be greatly elaborated
in contact with such problems.

OTHER mmtmmcu INDUSTRIES AND THE PRODUCTION
T s oF MACHINERY

Practma.lly every’ branch'of the metallurgical industries
underwent expansion after 1870, Incressing amounts of
fron and stect. were absorbed by domestic manufacturers,
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until finally Germany was fairly independent in respeet of
such materials. She imported vast quantities of ore, but
was not obliged to do so, as war-time experience proved.
Due to the mines of Upper Silesia, she ranked second in the
world in the production of gine, with 280,000 metrie tons out
of a total of a million. Moreover, Belgium was third, an
important fact in connection with the war (the United States
being first). In lead, Germany ranked third, after the
United States and Spain. Her greatest weakness was in
copper.

Steel production proved adequate during the war, but,
strangely enough, Germany experienced some difficulty in
tummg out the needed amounts of coal. Other shortages
' fentered into this situation, It is hardly rash to state that
the war exploded the idea of the self-sufficing nation, though
a glance at the post-war tariff systems of Europe suggests

pihat this lesson has not been taken very much to heart.
¢+ Germany was extremely short of petroleum, even after over-
running Rumania in 1916. This fact, and the enormous ex-
pansion of the chemical industry, put a heavy burden upon
the coal supply. How to get the absolutely essential amount
, of copper was always a difficult problem. TEE Sutomobile
industry was continually embarrassed becausé rubber could
\ 1ot get through the blockade, and all manufactires involving
the use of fibers — cotton, wool, jute, and silk — were kept
in a mad search for substitutes, Germany might not have
eracked even under this strain had it not been for the peren-
nial and terrible dearth of food products which eannot be
done without permanently, \notably fats. Some of the in-
dustrial substitutes, such as r for leather, were highly
i mgemous. Everywhere the\ German armies went were
curious automobile tires, consisting of two steel rims with
coiled springs between them -4 these being made even for
bicycles.

Older competitors maintainefl. their superiority in the
manufacture of somse kinds of {machinery. For example,
American and British harvesters; threshers, traction engines,
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and farm tools continued to force their way info eastern
Europe, and even into Germany herself. German ships con~
tinued to mount British nautical instruments. Hardware
dealers in the Balkans carried stocks of German bolts, nuts,
and screws, but British plumbing supplies and related fix-
tures held their place in the market. The cutlery situa~
tion was especially interesting. Most industries abandoned
the putting-out system and bandieraft workmanship rather
rapidly after 1871, German cutlery split up into three dis-
tinet grades. First, there was, and still is, the old hand-
hammered handicraft produet, withdyt any superior in the
world, if indeed it has any equal. At the other extreme,
there was developed a very cheap imitation of the English
goods to which the market was accustomed — manufactured
by machine methods similar to those which enabled the Ger-
mans to capture the toy industry. In the middle was a
group of old concerns, notably some of the most famous at"
Solingen, which sufficiently mechanized the processes to
make cutlery and ingtruments only slightly inferior to the
hand-hammered grades, but at about half the cost.

Within the half-century preceding the World War, elec
tricity ‘was applied to practically every phase of human;
existénce — illurnination, transportation, communics,tion,h
heating, and industrial power. The manufacture of elec-
trical equipment kept pace with the expanding ¢ommercial
use of electricity, and by 1914 was one of the great industries;
of Germany, employing about 250,000 persons. Its organi-A
zation was representative of the highest type of industrial
efficiency, producing for export as well as for home consump-
tion. Leading factors in its growth have been its generation

of}{ﬁgg-_glggt%%__gggv_gk cheap transmission, and wide
distribution. The units grew particularly large, and no
industry has been subjected to more concentrated control.

In 1914 almost the whole of it was in the hands of two con-

cerns, Siemens-Schuckert a.nd the Allgemeine Elektrizitits
‘Gesellschaft, o
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‘THE CHEMICAL INDUSTRIFS - ‘

German preéminence in the chemical industries has beenf.
achieved partly through the application of scientific ! kqgw—(
ledge, and to a lesser degree through the possession of supe-
rior natural resources. In potash, she had something ap-
proaching & world monopoly after. 1871, but lost much of it
in 1918, Besides recovering the lost provinces, France has
opened up considerable deposits in North Africa. Impor-
tant deposits of mineral salts are slso found in the Harz
Mountains.  Sulphuric acid, potassium salts, sodium
chloride, sulpbur, and many other chemicals were sup-
plied in increasing quantities to the domestic and foreign

_ markets.

The most impressive case of Germany’s rise to leadership is
in connection with thui%gig.d_ugtry. This is only one of a
1group of_coal-tar ucts. In 1913 about three fourths of
the world's dyes were.made in Germany. Coal-tar or anilin
substitutes were developed for indigo, and another world-old
industry perished when a method was found for synthetically
duplicating the famous purple murex product. Agilin is
equally important as a basis for various medical preparations.
Finally, the Germans have long excelled in the compounding
of various sgrums, as well as the arsenates used in combat- *
ing tropical and other ameebie infections. During the war
other nations developed their coal-tar chemical industries,
both to meet military needs and to make substitutes for *-
German dyes and medicines. Both in the peace treaty and’
in subsequent tariff legislation, attempts were made to
prevent the Germans from regaining their old preéminence.
This was partly with military needs in mind, Likewise in
the optical industry, heroic attempts were made by the
enemy nations to duplicate certain fine grades of German

lgss, In this field, es in that of the chemical supplies for
photography, the export market is somewhat more friendly
to British and French goods than it was before the war or
immediately after the peace, but the Germans and Americans
seem likely to continue dividing most of it betvzeen them. .
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Concentration has been extremely marked in the Germad®
c¢hemical industry. Moreover, innumerable agreements
between. independent producers have been maintained.

POPULATION CENTERS AND DISTRIBUTION

(A study of the number of persons in the three most im:
portant occupational groups — agriculture (including for-
estry and the fisheries), industry, and trade and transporta~
tion — shows that fromi 1 to 1907 concentration was
particularly heavy in the case of the second group, where the
number of persons employed in and dependent upon industry
increased from 16,058,080 in 1882 Ys. 26,386,537 in 1907.
In agriculture, on the other hand, while from 1882 to 1907
the number of persons employed inereased from 8,236,500 to
9,883,300, the total number of persons dependent upon
agriculture, decreased from 19,225,455 to 17,681,176, In
trade and transportation, a pronounced inerease is to be
obgerved. The number actively employed rose from 1,570,-
300 in 1882 03,477,600 in 1907, and the total number depend-
ent upon these activities (including persons actually em-
ployed) increased from 4,531,080 to 8,278,239,

(An astonishing growth of population in the larger indus—\
trial centers also occurred during the same period.) The im-
portance of the tendeney of an increasing percentage of the
population to concentrate in the urban distriets is clearly
represented in the population statistics. In 1885 approx-
imately 8,600,000 persons lived in cities with a population
in excess of 20,000, representing 18.4 per cent of the popu-
lation of the country. Twenty-five years later (1910) the

-number had increased to 22,400,000 persons, representing
34.5 per cent of the population. Thus while the cities with
a population in excess of 20,000 were growing rapidly, con-
centration in the large urban districts was particularly pro-
nounced, inereasing in the case of cities with a population in
excess of 100,000 from 4,400,000 persons in 1885 to 13,800,000
in 1910. From 1885 to 1910 the number of cities with a
population in excess of 100,000 increased from 21 to 48, re-

/



548 - ECONOMIC HISTORY OF EUROPE

bresenting at these respective dates 9.4 and 21.1 per cent
« of the total population. '

INDUSTRIAL CONCENTRATION
creased concentration of eapital and Tabor in the hands
large enterprisers has been characteristic of German
economic organization since the eighties. By dividing
such enterprises into three groups; first, those employing
from one to five persons, second, those employing from six
to fifty, and third, those employing in excess of fifty-one
employees, the following statisties are obtained for the yeara
1882, 1895, and 19071

Grour 1. Enterrrises wita Frou 1 10 5 EmpLoyEEs

Yau mans st
1882......iiiiiints 2,882,768 4,335,822
1895, .. ..coiiinenn 2,034,723 4,770,660
1 3,134,108 5,353,576
Group II. ERTERPRISES WITH FROM 6 o 50 EmrrovEEs
Yaun Npemor Tok A
112,715 1,301,720
191,301 2,454,333
267,410 3,644,415

Grour III. Exterrrises wiTE Excess ov 51 Exrrovees

Yram Nuunsn or ‘Torat Nuunze
Congmexs or EneLovzes
I882. . ..iiiiiieniinnn . 9974 1,613,‘247
1805, ... ieiiiiiivanens 18,053 3,044,267
3007, ooiveiianninnne 82,007 5,350,025

It will be observed that a large inerease occurred in all
three groups, both in the number of enterprises and in the

1 Helfferich, Karl: Germany’s Economac Progress and National Wealth, 1588
1913, p. 40,
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number of employees. “The relatively slow industrializatidn

* of Germany previous to 1882 is indicated by the larger num?*
ber of small enterprises and the number of persons which they
employed.” For succeeding years an absolute increase oc-
curred, but relatively those in Group I lost heavily after 1882.
The second group showed remarkable growth, advancing in
number and in persons employed far more rapidly than the
smaller enterprises. The greatest advance, however, is to
be noted in the case of enterprises with more than 51 em-
ployees. A division of Group III into establishments em-
ploying less than 1000 men and those employing in excess
of that number furnishes additionalsvidence of the general
tendency toward concentration. With a total of only 127
concerns, each employing 1000 or more in 1882, the number
increased to 506 in 1907, employing all told 213,160 and
954,645 persons on those respective dates.

It is always well to be cautious in employing phrases like
““industrial concentration,” which have a way of creeping
over into a loose popular literature and there acquiring vague
meanings capable of deceiving the unwary. (The growth of

large plants like the Xrupp Works at Essen is to be expected
+ in an industry founded on concentrated deposits of high-grade
coal and very special transport conditions for bringing in
iron ore and carrying off finished goods. A similar case is
that of the chemieal industry around Mannheim, making
coal-tar products. )There is & great saving in spreading the
heavy expense of experimentation and testing over as large
an output as possible from the same group of raw materials.
. A point is reached even in such industries, however, where the
organization gets unwieldy, and there is a tendency to sub-
divide them — rather by products than by processes in our
day. This i pretty decided when the products become
standardized. Such & tendency toward decentralization
in war-time Germany was commented upon repeatedly, the
Government even taking steps to prevent it in the interest
of easy control. During the period of post-war conversion
of plants to feed a changed market, the opposite was the
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cise. The financial concentration of industry,’concerning
which a gomewhat romantic literature grew up around the-
name of Hugo Stinnes, is not necessarily the same thing,
It may be temporary, as in that case, facilitated by a coin-
cidence of inflation and & painful industrial readjustment.

There still exist in Germany ehough small and inefficient
plants to make some healthy concentration possible by lop-
ping them off. On the other hand, there are plenty of small

tones which are Iarge enough for the work they do.) An Amer-
ican illustration may be permissible to make this point clear.
Two brothers set up an ice-cream factory outside a Mas.
sachusetts industrial city, using the ice from their mill pond
and buying their milk from swrrounding farmers. The
product was immensely superior to that of the big plants

“which had to use extracts in bulk. They made a nice little
fortune out of the business. Then they began to take orders
from Boston, and almost immediately the demand outran
the supply. These brothers could enlarge their plant —
or rather build an entirely different one — and begin using
the ordinary commercial raw materials. In that way they
would change the quality of the product which had attracted
the orders and embark in an entirely new enterprise under
the same name; or they could continue ag before, limiting the
size of their plant by the local supply of ice and milk availa~
ble without heavy overhead costs. In this case, it was the
supply of raw materials which was limited, but in another it
might be the market. The one must be fitted to the other.
There is still a demand for the German “hand-smithed”
knife and razor, at twice the price of the excellent standard
brands from big Solingen firms. Here the supply is limited
by the number of particularly fine craftsmen, and this is in
turn more or less controlled by the demand at the prices
which high-grade, strictly hand work makes necessary.

The generalized picture of a mythically efficient German
which has been so widely circulated abroad for a quarter of
a century or more does not bear close inspection. It turns
out to be a blurred composite of many actual Germans,

.
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. some of them superior. There is the regimented, rule-of-
thumb German of the black knitted goods industry, backed
by the chemical seience of dye-making and cleverly designed
machinery. In sending these goods to England, the home
of machine-made textiles, however, he takes back other tex-
tiles which he could very well make himself. Side by side in
the market with the marvelously cheap mechanical toy from
a German factory is the product of a Schwarzwald peasant
who works by himself through the winter evenings. One is
often merely clever and the other more or less artistie, but
they do not belong in the same pistyre.

During the war the Germans meticulously copied the com-~
monest type of French rotary aviation motor ~~ with one
exception. A little valve dome, extremely difficult to eut out
and shape in one piece, was replaced by one simply stamped
by halves and these mechanically riveted together with prac-
tically no trouble at all, Here is an example of strict copy-
jng modified by some German’s detailed ingenuity. At the
same time the Germans were perfecting their own quite
different, type of motor — water-cooled and fixed instead of
air-cooled and rotary — and their enemies were copying it.
Of the picture of an entirely unoriginal German, it might be
remarked in the above connection that the generally ap-
proved design of aviation motor at the close of the war was
much more like his than the French as of 1914,

The mythical German of intricate financial organization
turns out to be equally commonplace when the various
models are examined instead of the picture. Many German
firms and branches abroad were liquidated by foreigners
a8 a consequence of war, sequestration, and confiscation.
American firms have branches in Germany, and German
firms establish branches in America, in peace-times. Fi-
nally, the study of the reparations question, especially in
connection with setting up the Dawes Plan, furnished a
special opportunity for intimate contact with German meth-
ods by those familiar with others. As to the infinitely regi-
mented, detailed efficiency of the lower ranks, German ac-
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counting was found bardly up to British and American
standards.

- French economists have often expressed the belief that
German. industry was structurally defective and unsafe at
the perxod when it presented the most imposing appearance,

1because it was deeply in debt and founded too much on
credit. Fioancially, this roeant that the capital of big
factories was often largely supplied by industrial banks,
which borrowed part of it abroad. The nature of a good deal
of the foreign market also called for & use of commercial
eredit which emphasized this economic peculiarity — a
sound and progressive one a3 the Germans saw it, but viewed
with less confidence by their competitors. For instance, a

- Berlin firm was glad to put large shipments of photographie
supplies on the shelves of a Rumanian dealer, transport
charges paid and rigk covered, being reimbursed in easy in-
stallments as the goods were sold. The practice built up
business, but British and French firms felt that the Germans
carried it beyond the limits of safety.

During the inflation period, and especially after swift
deprecmtlon of the currency assumed its record-breaking
pace in 1922, certain Germans like Hugo Stinnes practiced
what Tight well be called the science of going into debt,
In such a time & debt contracted for a  thing of permanent
value like real estate or working industrial plants keeps
getting smaller in terms of gold, and easier to pay as inflation
proceeds. -Stocks, being priced according to their yield,
rise much more slowly than the gold value of the paper
money declines — in terms of gold they actusally tend to fall
substantially, Stinnes bought 35,000 origina} shares of the
Berlin Commercial Company for a million and a half of gold
marks in 1922, though their value on the Bourse before the
war had been around fifty million, Starting with a capital
of a few thousands of dollars, be built up a consortium which
united over four thousand enterprises, some of them very
large. His heirs did not take his finsl advice to “pay the
debts,” and the consortium erumbled almost entirely during
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the stabilization period. The prices, in gold, which had been
‘absurdly low, swung over in the opposite direction -~
incidentally giving a new set of profiteers their chance.

During the first year under the Dawes Plan (ending
August 31, 1925), many of the new firms of the war and in-
flation periods foundered, and the following winter brought a
series of failures which constituted something like an eco-
nomic erisis. Conditions improved decidedly during the
spring and summer of 1926, and the second annual report of
the American Agent-Gieneral under the Dawes Plan (S.
Parker Gilbert) characterized the general economie situation
a8 the most satisfactory since stabilization. If we are hon-.
estly seeking the long-time trends, we must write off most of
the literature on the inflation period as merely confusing,
and banish from our minds any conventional picture of the
German as sharply distinguished from -other people. Ger-
many is & well-organized nation, with many skilled workmen
and trained business men. She still has vast resources, and
there is every reason to hope that she has a great future as an
industrial country yet before her. The nature of those re-
sources, together with their position relative to others and
the markets, suggests that the typieal unit of production
will continue to be fairly large. Beyond this, the historian
is silent, listening very guardedly to the prophets. -

There are still many independent handicraftsmen in Ger-
many, as in other industrial eountries. They are probably
a more important element, on the whole, than in Great
Britain. The putting-out system is still extensively used in
the larger industrial communities, although the exaet number
so employed is difficult to ascertain. In the case of a major-
ity of the rural craft workers of both types, their industrial
activity is still largely incidental to their agrieultural pur-
suits. The most conspicuous examples of the putting-out
system in 1914 were the clothing, embroidery, and lacemak~
ing industries. Both it and the factory system have made
inroads upon independent home work in the production of
cutlery, carved goods, toys, and musical instruments,
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CONSTRUCTION OF WATERWAYS

In Germany the construction of canals and of highways
which could withstand heavy traffic began later than in
France and England, although fairly extensive road systems
were built in the western gection of the country during the
Napoleonic period. The introduction of the railway came
at a time when industry was just begioning to assume im-
portance, and temporarily forestalled the development of
other means of communication. After 1850, however, the con-
struction of roads proceeded rapidly throughout the country.

The development of the railway system was likewise
responsible for the neglect of canal-building. The larger
navigable rivers of Germany, the Rhine, the Elbe, the Weser,
.| the Oder, the Vistula, and the Danube, had for many cen-
turies been important channels of communication. The
coming of the steamship had greatly increased their useful-

. ness. But canals were few and relatively insignificant until
after the formation of the Empire. Upon the completion,
from 1871 to 1903, of several extensive canal projects,
Germany possessed navigable waterways measuring in total
length nearly 9000 miles. A large percentage of this total
(5041 miles) consisted of navigable streams; canals totaled
1369 miles; channeled rivers about 885 miles, and the smaller
canals connecting lakes and other bodies of water, made up
the remainder. Of the more important projects undertaken

«» in recent years, the };J_eLQa.na;.;ommg the Baltic and the
North Seas, and the Dortmund-Emden Canal should be
mentioned. Before 1974 most of the important rivers of
Germany were connected by canals, so that the industrial
centers were provided both with water and rail transporta~
tion, permitting them to import raw materials cheaply and
to export their commodities into distant parts of the empire
or even into foreign countries without great difficulty.
Yet, in spite of the encouragement which has been given to
the development of the waterways and the large volume of
traffic carried, the canal projects of Germany, from a purely

financial standpoint, were unsuccessful.
L]
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BAILWAY CONSTRUCTION ’

The rapid urbanization of Germany mentioned elsewhere
in the present chapter would have been impossible had it
not been for the development of the railway with its ac-
companying advantages, cheaper transportation of goodsr
and greater mobility of labor. The first railway to be sue-
cessfully operated in Germany was completed in Bavaria in
1835, connecting Nuremberg with Fiirth, A line between
Leipzig and Dresden was opened four years later, and one
between Leipzig and Magdeburg in 1840. In fairly rapid
succession new lines were consbtsucted in various parts of
the country, connecting the more important industrial
centers. By 1871 many of the main lines had been com- .
pleted. The growth in the railway system since 1871 is
shown in the following table:

Ranway MILEAGE: GERMANY
Pm{unn Owxen Govlgzn_wmn- Qwazp

10,612 8,274
15,923 12,058
13,100 0,214
5,288 31,901
4,342 37,478
3,845 41,358
4,166 45,712
4,135 49,687
3,679 65,353
3,682 58,067
3,612 51,944
3,658 51,691

The problem of government ownership of the _Tailways/ »
faced the various Siates from the outset. In southern
Germany the policy of state ownership developed early
In fact, many of the railway projects in this part of Germany
were initiated directly by the Government and.continued to
remain in its hands. In Prussia, the Government at first] -
assumed the responsibility of chartering private railwa)j
companies, in & number of cases guaranteeing interest pay:
ments on their indebtedness. The early policy of Prussia
was therefore to encourage private rather than government
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ownership. The first attempt to construct a state-owned
railway was undertaken by Brunswick only three years after
the Nuremberg-Fiirth line had been completed. Almost
immediately similar efforts were made by other States. The
introduction of government-owned railways in Prussia eame
in 1848. Not, however, until Bismarck took the reins of
government was extensive nationalization tindertaken. It
+ was his intention to unify the railway system of Prussia and
eventually to ‘bring the railways of the various States under
imperjal control, which because of state opposition he was
unable to accomplish.
The annexation of Hannover and Hesse—Ca,ssel gave Prus-
/ sia control of the government-owned railway systems of
{ these two States. By annexation, again, Prussia gained
possession of the railways of Nassau, and of a section of the
Main-Neckar railway system; she was also able, through the
purchase of private lines, to bring within her control a large
umber of formerly independent railways. By 1879 the
russian Government owned and operated within her terri~
tory a total of 5300 kilometers and operated besides, 3900
kilometers which were privately owned. Thirty years later
the State owned and operated lines had increased to 37,400
kilometers, with only 2900 kilometers remaining in the hands
of private companies. Throughout Germany the extension
"Jof other state-owned railway systems also proceeded rapidly,
/8o that by 1914 practically the entire railway system of the
nation was owned by the various States.
After 1871 the central Government acquired control of
the railways of Alsace-Lorraine, although the management
was vested in the ha.nds of the Prussian Railway Admmmtra-

ways was secured through the establishment of the Impenal{
Railway Office, which was organized shortly after the forma-
tion of the Empire. 'Through this centralized control it was
possible for the central Government to exercise decisive in-
fluence with respect to the fixing of rates and the regulation
of matters of general interest to the railway system as a
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, whole. Thus, through unification and standardization of .
rates, the difficulties which normally arise under a system of
state ownership were largely overcome, and the railway
system of Germany was enabled to care effectively for the
growing industrial and commercial needs of the nation.

While this system maintained & singularly high level of;
efficiency during the war in spite of reduced personnel,
vastly increased demands, and the use of large amounts of
material beyond the frontiers, it was greatly disorganized
by the events following the armistice. Defeated Germany
was assessed 5000 locomotives\gﬂgi 150,000 freight cars at
the moment of the greatest strain of readjustment to peace-
time conditions. The various state lines were transferred s
to the central Government under the new constitution.

Railway transport was only one outstanding case of the
losses entailed by progressive inflation. Like postal rates,
passenger fares and freight charges can be readjusted by a
Government only periodically. When the value of the paper
money which it must accept is sinking from day to day, the:
loss goes on increaging until the time — usually at least a
month or two away — when new schedules of rates can be
published and put into effect. If this process follows the
purchage of lines at excessive prices and is accompanied by
general economic demoralization, worn materials and the
employment of much useless personnel, the deficit may soon
become very large.

When the Dawes Plan went into effect in 1924, the opera-
tion of these government-owned lines was turned over ;ﬁ ‘

: & joint-stock ecompany, and 11,000,000,000 in gold bon
issued to produce revenue for reparations. The directors
were chosen by the Government, the trustees of the above
bonds, and the private holders of the capital stock of 26,000,
000,000 gold marks, Thus the operation of the German e
railways is bound up with that of the Dawes Plan, concern-
ing which a word will be added later. After two years, dur-
ing which the interest on the obligations was met without

serious incident or strain, the system was giving better
. »



558 ECONOMIC HISTORY OF EUROPE ,

service than when the company took it over. 'This is, of
course, no argument one way or the other concerning the *
relative efficiency of private and public managemenp. If the
one worked well after the inflation period, so did the other
before.
J In few countries of the world has government ownership
ntered so extensively into commercial and industrial life
in Germany. In 1914 the Prussian Government owned
d operated mines, smelting and salt works, and railways —
having, as noted above, almost complete control of the rail-
way system of the state. The Governments of Bavaria and
Wiirtemberg operated railways, telegraphs, and wvarious
mining enterprises. ‘With few exceptions the different States
developed those industries which might be of fiseal value or
‘which were necessary adjuncts of other state activities. In
the case of the railways the additional argument of military
preparedness led to an aggressive program for the develop~
ment of means of communication throughout the Empire.
Lest this suggestion mislead somebody, it should be added
that the railway systems of all the Continental great powers
have been built with military needs in mind, and that Great
Britain is merely fortunate in possessing no land frontiers, so
that her commereial communications automatically adapt
themselves to both purposes.

THE LABOR MOVEMENT

, . Previous to 1800 the German labor movement developed
but slowly. The close affiliation of trade-unionism with
'socialism for a time seriously endangered the existence of
these organizations, for the Anti-Socialist Law-of 1879 also
threatened the status of a large number of labor combina~
tions. Many trade unions therefore came under the ban of \
the Government and were dissolved, Between 1878 and
1890, while the Anti-Socialist Law was in operation, the
trade unions of thmfga&ized, many unions -
*  assuming the form of friendly societies.; It should not be
understood that all labor combinations were eliminated with
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the passage of the Law of 1879, for many unions which were

*non-political in character were not interfered with. { With
the repeal of the restrictive legislation, trade-union aetivity
and metqbership increased and definite policies were for-
mulated. *

In 1914 four dlstmct types of labor combinations were in
existence. First, the hmwmgmtw deel
Unions, assocmted with the Social Democratic movement;
second, the Hirsch-Duncker unions, most of which had with-
stood the attacks against trade unioms dunng the late
seventies and eighties; third, the Christian unions; fourth,
the * Pacifist "’ unions, so-called; and fifth local and independ-
ent unions, The combined membership increased from
slightly more than 1,000,000 in 1901 to over 3,791,000 in
1911.  With the exception of the chemical industry, labor

. in nearly every branch of industry was subjected to formid-
able control. The most extensive combinations were found
in the mineral, metal,.and textile industries, in the building
trades and in transportation, The Free Unions as mentioned
above, were closely affiliated with the Social Democratic
movement, whereas the Hirsch-Duncker unions opposed the
prineiples of socialism; in fact they were organized with this
policy definitely in view. The influence of the latter was
particularly strong in the machine and metal industries,)but
their total membership only slightly exceeded 100,000 in
1911. ‘The non-Catholic Christian unions and the Cetholic
unions likewise exerted considerable influenge. The avowed

- purpose of the latter was to oppose the influence of the Social
Democratic unions. Theindependent trade-union movement
was particularly strong among the railwaymen, but it also
brought together many of the Polish workers’ in the coal
roines of Westphalia and Silesia. Of a very different charae-
ter weré the *“ Pacifist” unions, which opposed the use of the
strike. They were extensively subsidized by employers,
and can hardly be regarded as trade unions in the ordinary
sense of the term,) Their membership in 1911 was about
162,000, The purely local unions were of little importance; -



560 ECONOMIC HISTORY OF EUROPE

their membership in 1911 was only alightly in excess of 7000.

‘The Social Democratie or Free Uniong, with & membership
of some two and & half millions before the war, were by far

the most influential)

“Thus at the outbreak of the war, the situation of organized
labor in Germany was still a little obseure and uncertain.
Unions were recognized by law, but fiercely fought, and
even completely excluded, by powerful groups of industrial-

.ists., They were divided by regional, religious, political, -
- and even racial differences in their origins and programs.
To some extent they were undermined by the relatively
. high wages and good treatment accorded by the very em-
ployers who used the blacklist and boycott most ruthlessly,
. and affected also by the elaborate state system of social
‘insurance. During the early part of the war the unions were
inclined to be neutral, and in many eases even to codperate
with the Government against more radical elements which
weally opposed the contest and attempted strikes or sabotage.
_Complete and final recognition of their legal status was fol-
lowed by representation on government bureaus. For the
moment,) the antagonism with which employers bad often
lumped unionists and Socialists together in their pre-war
views seemed to have died down and/animosities were buried
in & common patriotism. Then a group of more radical
Socialists split off in 1916 and began to oppose the war.
Practically all the Socialists were urging the Government to
attempt a just peace after the Russian Revolution of March,

1917, and the declaration of war by the United States)

* Labor-unionism was obscured in the pronouncements,
struggles, and strikes from that time until the fall of 1918,
because it was revolutionary socialism which prepared and
earried out the overthrow of the Hohenzollerns. Once a
wave of proletarian resentment had swept away the old
JImperiel Government, the Moderate Socialists stepped in,
and eventually got control of the Provisional Government.!
There was some fighting, but the moderate group cosperated
with non-socialistic parties and trade-union leaders to head
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. off the attempt at founding a government of the Russian
soviet type. They were backed, there can be no doubt, by
the sentiment as well as the votes of the nation at large.

/One effect of the agitation of 1918 was to increase interest
and membership in the socialistic unions. In the course of
the revolutionary readjustment at the end of 1918 and the
beginning of the following year, many workers who entered
more radical organizations of the soviet type shifted to
others, ‘and the total membership rose to about 7,000,000 by
1920. This-was due partly to political manipulation, as
the unions were made the sole\xecognized representatives of

[ the working classes, and the older labor leaders succeeded in
joining the successful move for an eight-hour day with their
movement) It should be borne in mind also that €he new
republican atmosphere was favorable to the growth of trade-
unjonism, and that the general misey, coupled with a reac-
tion against an unsuccessful war, bad played no mean réle in
the momentary wave of radicalism) By 1923 there were
more than 13,000,000 organized workers,Yincluding some .
9,000,000 Socialists, 2,000,000 members of federated Chris-
tian unions, 650,000 Hirsch-Duncker (politically liberal, non-
socialistic) unionists, and roughly 700,000 organized rursl
workers, plus other smaller groups.

The new constitution of 1919 provided for & hierarchy of
labor councils, to form District Economic Councils in con-
junction with representatives of the employers, and finally
for a single Federal Economic Council for dealing with
problems affecting employment, labor conditions, and related
problems. } As far as this goes, it is functional or industrial :
representationf’ In practice, it has not gone very far. (Works
Councils and a provisjonal Federal Economie Council were’
set up in 1920, but the latter is merely an advisory body, and
it is in no sense an suthoritative branch of the Government,
with powers matching those of the political parliament or
Reichstag.’
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HOCKAL INSURANCE

f State socialism — which is not socialism, but rather an
attempt to, prevent it by inoculation — was ‘“‘made in
e Germany.”‘» Bismarck had in him a curious streak of
Christianity, which was on’exceptionally good terms with

i hig stolid patriotism. When the two spoke in unison, the
effect upon the rank and file of his countrymen must have
made him feel a little foolish, comparing it with his bootless
attempt to deal with socialism by force. -If only it eould be

~ made tolerably good business, it would certainly be sound
- politics to make the worker as sure of a job as possible,
secure him against sickness and injury, and make some
provision for helpless age. «Time has vindicated Bismarck’s,
.belief that such insurance must be as sound as the State.
Mechanical details have differed from one country to an-
other as the idea has spread, but as to the general principle
there is no middle ground. Perhaps what is sound business
in the end is also good politics — we may hope so, at least.

. He probably lived to see the dual success of this scheme

transcend his wildest dreams.

& 'The first measure offered to the Reichstag was an accident
insurance bill. This seemed logical and politically feasible,
a8 an extension of the idea of employers’ liability legislation.
Though introduced in 1881, it met unexpected obstacles,
and did not become law until 1884, becoming effective the
following year. In the meantime, a sickness insurance bill
which had been attached to it in 1882 was passed in 1883,
going into effect at the end of 1884) several months after its

1 companion had finally been passed. {The general plan was
¢ for employees, employers, and the State to cobperate in
the expense, with enough public supervision to guarantee
stability and eliminate any element of private profit.
( These bills, at first somewhat experimental, were amended
' from time to time to improve administration and take in
new groups of workers, An old-age and invalidity law was

1 Fora di jon of the background of socialist agitation, see the final sestion
of Chapter IV above,
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, added in @ggl to take effect at the beginning of 1891. { Afté
the scheme had proved itself, permeated the economic
mechanism of the whole Empire, and been copied by a large
fraction of the world, it was finally codrdinated and codified
in 1911. An enormously complicated mechanism was set
up for administering its elaborate provisions in the interest of
the millions of people affected, scientifically ealeulating the
risks involved, etc) /Unlike the English law mentioned in
the last chapter, fthe(accident insurance measure)was not
based on the direct liability of employers, but each con-
tributed to a fund administefed by a mutual association,
which calculated the risks, fixed schedules, supervised the
installment and use of safety devices, and paid indemnities.
/Again unlike Great Britain, Germany never adopted a
hational system of unemployment insurance, though she
was obliged to have recourse to unemployment allowances
after the war. The typical institution for handling this
problem has been the labor registry or exchange. Most of
the largest are municipal, though some are operated by
unjons, and even by private persons. Some of the States,
like Wiirtemberg, Bavaria, and Baden, have amalgamated
these agencies into systems.! Both in connection with the
exchanges and independently of them, there is a vast net-

- work of public and private lodging-houses to take care of the
unemployed at nominal rates — sometimes for work.. There
is some actual unemployment insurance in German munici-
palities, but this form of solution has not been very popular,

« Union funds for strike benefits, ete., might be called a
species of insurance. These were hard hit by the disastrous
peace of 1919 and especially by the inflation period, and the
system has been only slowly put into operation again. In
fact, the whole social insurance mechanism went through a
terrible ordeal. Those entitled to benefits suffered from the
depreciation of the currency, like the recipients of other fixed
payments.” Only those who have intimately observed one
of these waves of inflation can fully appreciate the misery
they entail. {People who had thought their old age secure

» .
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found themselves in the most abject povetty) Those with
a few pennies for bread waited interminably in lines, and
whole sections of the population existed literally for years on
a diet as tedious as tepid water, even if it had been sufficient.

STABILIZATION

"The terfitorial losses of Germany following the Treaty of
"Versailles, great as they were in terms of area, were unim-
‘portant in comparison with the loss of raw materials, Many

1! of the richest mineral deposits, especially iron and zine ore, and
important resources in coal were transferred with the cession

. lof territory. Germany lost the major part of her potash, and
also 8 large fraction of her cotton industry. The industrial
crisis beginning in 1921 further aggravated the already
‘serious economic situation. Note that the “losses” are such
only on the assumption of considerable sharpness of national
economic boundaries. All the plants, mineral deposits, and
transport facilities remain just where they were. There
need be nothing permanent about the disorganization of
the markets. What can be done with this machinery and
these resources depends upon Europe’s eapacity to organize
herself for production. The emotions remaining from the
war were naturally something of a burdle to be got over at
the start, but this can be raised or lowered.

So serious did the situation appear in 1923, after the oc-
cupation of the Rubr, that nothing short of the break-up
of Germany was predicted in many quarters. It was
gincerely believed by many Germans that this was France’s
real purpose, to be forestalled only by heroic resistance,
aided By the sympathy of other powers which feared lest
one nation become too strong. ““French pressure and Ger-
many’s costly passive resistance in the Ruhr,” wrote Joseph
iS. Davis, “heavily reduced German industrial productivity
'and precipitated a collapse of the German mark, in the third
quarter of 1923, which culminated in political disturbances,
8 brief period of acute economic breakdown, and a severe
.economic crisis. Thanks to & determined policy of currency

<
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and fiscal sanification, supported by the promise of cord-
"structive action upon reparation issues, the recovery has
been surprisingly prompt, though still incomplete and ac-
companied by a severe credit stringency.”’? The proposals

vof the Dawes Committee had been submitted in April, 1924,

According to the terms of the armistice, Germany was to/
make compensation for the physical damage directly caused’
by her aggression to Allied civil populations and propert '
Unfortunately, the wording was not such as to put its mean-
ing beyond legal quibbles, but the spirit was made partic-
ularly clear by Wilson’s Fourteen Points, upon which the
agreement was assumed to rest. Then British and French
politics got into the peace treaty. Pensions and separation o
allowances were injected into the interpretation of “all
damage to the civilian population of the Allies.” The docu~
ment was founded on the formal assumption that Germany

- was wholly responsible for the war. Defeated and disarmed,

she was in no position to reject this confession under duress.
A8 such, it could have no bearing upon any question of
moral guilt, and no standing as historieal evidence concerning
the facts; but the new interpretation of “civilian damages’
made it of enormous financial importance. To the German|
mind “reparations” had been doubled, or worse, by a jug-|
gling with language which was nothing short of a breach of
faith, and now included in fact what was repudiated in name:
a war indemnity. Furthermore, the sum was not even fixed,
but left for later consideration. President Wilson and the
American delegation at the Peace Conference of Paris ob~
jected to the change, but finally gave way, apparently on
the ground that it was impossible to get an agreement upon
a reasonable sum at Paris, and the matter had to be left
for time to show the unwisdom of demanding the impossible,
The American Senate failed to ratify the treaty, and the sum
assessed by the Reparations Commission in 1921 was 132
billions of gold marks, or about 33 billions of dollars. Bbnds

1 “Economic and Financial Progress in Europe, 1923-24,” in Review of
Boonomic Statistics, July, 1924, p. 207.

. L
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were to be issued by Germany to eover interest and principal

on 50 billions of marks, payments to begin immediately.
The remaining bonds (clags C) for 82 billions of marks, were
to be dealt with later, when there should be revenues to
cover them, or some of them.

Trouble began almost immediately, The Germans re-
garded the A and B classes of bonds, in the sum of 50 billions
of gold marks, as ample if not excessive total reparations,
and the imposition of the remainder as a deliberate attempt
to crush them economically. Without pronouncing on the
question of justice or good faith, the British were inclined,
on second thought, to agree with them as to the total sum
which it was feasible and proper to collect. France was the

. stumbling-block. Having arrived at a total on paper, she
held out for taking radical measures against her ancient
enemy or making any scale-down contingent upon reductions
in her own obligations to her allies (or acceptance by them
of Class C bonds in payment, which amounted to the same
thing). In the meantime, German economic conditions
seemed to be approaching complete chaos. A loan was
impossible because of the uncertainty that the fantastic
indebtedness eould ever be paid. Inflation went on apace
to meet the running expenses of the Government, the note
issues reaching five hundred times the 1913 figure before the
end of 1922, and capital was being sent out of the country
‘at an alarming rate. The Reparations Commission, dom-
‘inated by France, refused a moratorium. Delays in pay-
ments in kind furnished & technical excuse for joint interven-
tion.

In January, 1923 the French and Belgians occupied the
Ruhr the British refraining, and finally deciding that the
move was not permissible under the terms of the treaty.
+|Great Britain’s own economic situation was bad, and she
was more interested in reviving Germany than in crushmg
her. The mark plunged so fast that calculations of prices
became impossible without cutting off conventional numbers
of ciphers, and an article worth a million marks at the close

«
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of Saturday’s business would sometimes be priced at two

* millions Monday morning. Nobody saved any money, to
see its purchasing power halved in a few days. Early in
July a dollar exchanged for only 200,000 marks, at the close '
for nearly 1,000,000 end in September for 53,000,000. In:
that month formal passive resistance was.abandoned in the
Ruhr, where production was already practically at a stand-
still. The French found it an elephant on their hands, with
world sentiment against them and their chances of ever
realizing anything growing less daily. By November they
were ready to acquiesce in the appointment of two commit-
tees of experts. One of these studied the flight of German
capital and reported that the only promising remedy was
stabilization. The other, under the chairmanship of Gener:
Dawes, formulated a plan for balancing the budget and put- [t
ting the reparations payments on a business basis, out of *
reach of politicians.

+ The so-called Dawes Plan, which went into effect in Sep-
tember, 1924, is founded on the basic assumption that all
action must conform to the one necessity of holding the
currency stable. A loan of 800,000,000 gold marks was
floated, and a new rentenmark created, which hag been held
at the par value of the pre-war mark for pearly two and a
half years at this writing. This has been done by making all
payments on reparations accounts in marksg and within the
country, leaving to Germany’s ereditors the responsibility
of converting these into other currencies. Such transactions
are controlled in a way to prevent the rate of transfer from
becoming so rapid as to endanger the stability of the mark,

v Theoretically, this would mean the refusal to cash checks
except in cases where foreign credit balances exist to pay
them. In practice, it means a transfer committee of six’
members which jis constantly watching imports, exports,
and exchange, and undertaking no payments which cannot
be carried through. Thus creditor nations are obliged to
maintain such commereial relations as to make the transfers
possible, and the one insurmountable obstacle of the period
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before the Dawes Plan went into effect is removed. The
committee is composed of the American Agent-General, one’
other American, and one member each from Great Britain,
France, Italy, and Belgium.

Other features of the scheme are a German bank of issue
$und9r the supervision of the foreign group, a transportation
tax, provisions for diverting some of the customs and in-
ternal revenue to reparations, and the stock company men-
tioned above as baving taken over the German railway
systern. 'To this writing, the first annuity of 1,000,000,000
gold marks and the second of 1,220,000,000 gold marks
(about $300,000,000) have been made. The scale of pay-
ments provides for a gradual rise to 2,500,000,000 in the fifth
year. French and Belgian economic control of the Ruhr
ceased within two months, and the military evacuation
oceurred at the close of the first year — though the oceupa~
tion of the regular zones, as provided in the peace treaty,
continued. The evacuation of the Ruhr was perhaps
hastened by France's need of her troops in Morocco and
Byria, but it was bound to oceur soon, as the Dawes Plan
does not allow of independent intervention. The schedule -
of payments after 1928 is quite heavy, and calls either for
large borrowings by Germany or for a large increase of
German exports if the transfers are to be made over a long
1period of years. Borrowing, of courss, is no solution of
Germany’s problem, It merely postpones it and changes its
“form.

An important conference was held in Locarng in October,
1925, producing a general series of arbitration treaties be-
tween European nations and paving the way to Germany’s
_entrance into the League of Nations the following year.
In this mew atmosphere various commercial agreements
became feasible, including two preliminary Franco-German
ones signed in 1926 and plans for 8 much more sweeping
general arrangement requiring more time to work out. The
Dawes Plan and the necessity for tariff and trade readjust-
ments to which its operation bad pointed were factors in

.
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bringing to a focus the plans for a carefully prepared intér-
national economic conference in 1927,

Franco-German commercial relations must not only get
back to the most-favored-nation basis of the pre-war period,
but the reparations tangle, if it is to be resolved, will event-
ually force them beyond. France’s one-sided right to such
treatment under the peace treaty expired in January, 1925,
Their changed economic positions, as well as the one-sided
reparations transfers, raise new difficulties. Both are now
industrial nations. First the instability of German money,
and then that of French, produced temporary obstacles to
the smooth working of any tariff arcangement. Finally,
# French law of 1919 raised new obstacles to most-favored-
nation commercial treaties by adopting reciprocity as a
basis; that is, the tariff rates agreed upon were to be fixed
for each separate case, and any nation subsequently negotiat-
ing with France could have no guarantee that at the close
she would enjoy equal advantages with those having made
treaties earlier. .

Endless trouble would have been avoided by listening to
the American contention in-the Peace Conference, adhering
scrupulously to the spirit of the Fourteen Points and the
armistice agreement, and limiting reparations payments
by Germany to the covering of direct physical damages.
Those Class C bonds for 82 billions of gold marks are still
(1927) & thorn in the side of economic Europe, causing a
gore which festers and half heals by turns. The delay in
getting at the reparations problem by sound economic
methods postponed Inter-Allied debt settlements. Interest
went unpaid, and new loans for the post-war period got
entangled with the still unfunded ones for the war, which
were in turn a mixture of advances for actual war expense
with those for industrial and other purposes. Every attempt
to cancel or otherwise readjust the German indebtedness
represented by Class C bonds has come to be associated with
French claims that Great Britain and the United States
should take the loss by like reductions in the Inter-Allied
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débts. As European nations were drawn more and more to-
gether by their post-war hardships and probleins, this as-
sumed the form of propaganda against America as “Uncle
Shylock.” This provoked a lively and understandable
resentment on the part of Americans who remembered that
their delegation had objected on prineiple to the huge addi-
tional reparations claim which they were later asked to pay
indirectly by the cancellation of Inter-Allied obligations.
The mistakes have become history, however. Recrimina~
tions are useless, and there is little doubt that the whole
tangle will have to be cleared up eventually on the principle
of all-round capacity to pay.
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CHAPTER X
‘ FRENCH INDUSTRY SINCE THE BEVOLUTION

PECULIARITIES OF CONDITIONS IN FRANCE

To imprison the main facts concerning the industrial develop-
.ament of any country during a long period in a single chapter
is always difficult. Agriculture is in reality an extractive
' industry, which refuses to be aepa.rated particularly if it
happens to be relatively important, s in France. To set
.artificial, and the same remark holds good for sugar beets
| and the refineries which extract sugar from them. There
! are other, more serious reasons why the growth of industry
: in France gin j‘ the eighteenth century is unusually hard to
+ydeal with.\A series of wars, ending in those incident to the
'; French Revolution, deprived her of most of her colonial
" empire, crippled her foreign investments and trade, embar-
rassed her finances at home, and in other Wways radieally
‘ changed her position as an industrial nation. For example,
a series of inventions gave cotton textiles an enormous im-
petus at the very time when she was least in & position to
import the raw material and keep pace with the change.
Silk declined in importance relative tawotton, and absolutely
during the French Revolution itselfs.~The great blockade
affected the introduction of machinery and the growth of
the factory system in a multitude of intricate ways, at a
eritical time. Belgium was to proﬁt more than France from
what was sctually accomplished in the way of stimulating
mining and machine industry during the Napoleonie period. .
France was really setting out on a new and uncharted
course, in & changed European situation, after the Peace of
1815. The British capital and talent which had been a
factor in the previous century, now favored Belgium, and
later Germany to @ lesser extent, when they did not fiw
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overseas. They were still free to come, however, and often
did so during the first half of the nineteenth century when
the French situation made it possible to make money.
oth Great Britain and Belgium, with their superior natural
Fxources and ea{#' start, were quite near to France. She
a8 been relatively poor in coal, the “bread” of industry, s
ag the French call it, from the beginning. Though her pro-
duction rose from & little over 4 millions of (metric) tons in
1850 to 41 millions in 1913, this figure d(;es not seem 80 im-~
posing when compared with Germany’s 279 millions add
England’s 292.\/France slso lacked the iron ore to erect the
fundamental industry for turning Thizcoal into the great
machinery which is the brawn of the hew economic society.
At the very moment when the basic process promised to
correct this, Lorraine wag taken from her and she lost her
favored position in Tuzemburg, suddenly raising up on the
Rhine a new and more dangerous rival than Great Britain.".
t would not be just to characterize French industry as
“stagnant” during this middle period of approximately a
cenfury, after 1815. Her economic fabric was different -
from that of her rivals. The richness of her soil and the §+
sturdiest qualities of a great people tended to make her an
agricultural country, and the slow growth of population|
emphasized the tendency. Frenchmen could have their
“well-being’ without growding into smoky towns, and onf
the whole they were sajisfied to have it so. Moreover, they'
could practically feed themselves, a fact which hindered the .
development of an urge to world commerce and to the in-
dustry to support, it in the weak places. Nature seemed al-,
most unkindly kind to them as a people placed ‘among!
teeming and struggling world powers. French a,griculture‘ ¢
never developed the tendency toward big holdings and
capitalistic methods, so characteristic of England and pa.rts‘
of Germany. Inheritance lawg were held partly responsible -
t for this fact, alﬁmmﬁf“tghe slow growth of population., -
There are many explanations of this kind of thing which may ¢
be followed around in pleasant circles, but it seems best to
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refrain. "Of the many factors which swarm into the mind, we
frankly do not know which are ‘“causes” and which “ef-"
feets,” if it is possible so to divide them up, and any weights
which might be assigned are arbitrary.._ -~
In the struggle for power with other nations, France took
on a new and far-flung empire. It was not like the empires
of other powers which could people them, and had vast ex-
port industries to feed them goods and be fed by them. Of
. this curious colonial system something will be said later.
Finally, the new industrial France born of the World War
puts the earlief periods in a somewhat different light. Not
that the historical facts are altered, but different ones have
become important. The new France must be either a heavy o
. importer of coal or a great éxporter of iron ore, of which she
has nearly & guarter of the developed world supply, ranking
first in Europe by a wide margin, Already second only to the
United States in the production of silks, she has acquired the
cotton and woolen mills of Alsace-Lorraine and become one
! of the great competitors in the textiles. It is now absolutely
necessary to pay some attention to this new period in French
industrial bistory in order to pick out the important facts
about the earlier one; but both tasks are rendered extremely
difficult by the shortness of the present phase and the pecu-~
liar, not to say abnormal, conditions surrounding its begin~
nings. The three outstanding ones have been suggested in
dealing with Germany: the general diglocation of world trade, |
the situation arising from the retracing of the Franco-German |
frontier, and inflation.
French inflation after the war was much more gradual than .
German, and the appearance of prosperity correspondingly
more drawn out.! A period of years must transpire, after

1 The note circulation of 8,680,000,000 at the end of July, 1014, was backed
by about 71 per cent of that amount in gold and silver, and the remainder in
credits and securities, This flood of paper rose steadily to about 88,000,000,
000 at the end of 1919, intermittently to 40,000,000,000 early in 1925, and then
awiftly to over 56,000,000,000 in July, 1926, with a metal reserve only slightly
higher than in 1914, even if the part deposited abroad, and not readily available
was counted, .

. .
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an enormous shift of resources from one power to another;
before any very exact estimate of its significance can be
made. This should be obvious from a backward glance at
Germany 8s of 1871. Europe as a whole might become far
more prosperous than in 1914, and yet never recover her
relative economie importance in the world. Time and pa-~
tience are required to find the basis of Franco-German co-
operation most advantageous to both parties under the new
distribution of resources and the changed marketing condi-
tions. Finslly, it is always advisable to be cautious about
counting any apparent gains made during an inflation period
until sure that ample time has elapsed for all the effects of

stabilization to make themselves felt. The stimulus of arti-

ﬁcmlly low prices (in gold) to foreign trade and manufactur-
ing is nearly always false and temporary. ( France used her
expectation of huge payments from Germany to reconstruet
the industrial regions, among others, with new and far more
efficient equipment. At the same time the inflation period in
Germany was turning vast amounts into the physical form
of enlarged and improved plants. Between them, they found
‘themselves with more production facilities than the existing
market required. )

" THE PASSING OF GILD CONTROL

Turgot, Controller General from 1774 to 1776, took steps
to destroy the power of the gilds, but his efforts were only
partially successful. His downfall in 1776 gave an oppor-
tunity to those who favored the retention of the gild monopo-
Lies to advocate their reinstatement with some success, The
Revolution brought. with it drastie legislation for repressing
the gilds. The licensing of all craftsmen was made compul-
sory (1791). The Napoleonic Government, realizing the
advantages which in certain branches of trade gild control
offered in regulating production and distribution of vietuals
and other necessaries, was instrumental in 1801 in partially
reéstablishing gild monopolies. But the day of tbe gild had
passed. Despite these concessions, which were made largely

o
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for the purpose of allowing the Government to exercise a more
rigid control over the distribution of certain commodities and
gervices, gild organization never again assumed  leading posi-

“{ tion'in the industrial life of the country, Following the down~

fall of Napoleon, freedom to pursue a chosen trade was
' practically restored. The Printers’ Gild, the last of the
monopolies established by Napoleon, finally disappeared in
1870. , ’
The French Revolution and Napoleonic wars cost France
any advantages which she may have momentarily obtained
by the commercial treaty with England in 1786. This treaty

was especially encouraging to the glass and muslin industries, |

It affected commerce and manufacturing more generally, and
though some provisions might have had to be modified, the
move was sound in prineiple and the ultimate effects should

+ have been good. Napoleon’s conquests and the resulting
blockade temporarily enlarged the market for some French
goods on the Continent, but the net results were not en-
‘couraging. His efforts to encourage industry through the
direct aid of the Government brought surprisingly small re-
turns for a really impressive expenditure of thought, energy,
and even money. A society for this purpose was organized
and prizes offered by the Government for industrial inven-
tions, one notable product of which was the Jacquard loom.
Industrial exhibitions were also held, in the hopé of stimu-
lating interest in the newer mechanical devices.

These measures fell short of their intended mark, the need
being less for general interest than for the establishment of
conditions under which the machinery would pay. For ex-
ample, the supply of cane sugar was cut off, ereating a press-
ing market demand which erowned the attempts to establish
a beet-sugar industry with considerable snccess. The chem-
jeal industry made some headway also, for similar reasons.

Napoleon’s economic ideas were astonishingly crude and er~ -

roneous for a man of his ability in many other lines. A study
of this one factor in bringing about his failure would be in«
teresting. He entertained some of the worst fallacies of deca~
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dent Mercantilism, including the balance-of-trade theory in its
crassest foim. Even in setting up his famous Continental

. Blockade against England, he was indifferent to the idea of
cutting off her imports, believing that she would ruin herself
in paying for them if be could sufficiently embarrass her ex-
port trade. On the other hand, he tried to build up French
industry by exorbitant tariff rates, which hindered imports
and helped to cripple the whole economie system. France
would have been gafer with him at the helm if he had found
time to read Adam Smith carefully — or even Turgot. His
visionary scheme of organizing the Continent to shut out
English manufactures broke against~tiie strong and wide-
spread demand for them, raising up more enemies against
him than he eould put down.

THE INTRODUCTION OF POWER-DRIVEN MACHINERY

As noted in Chapter ITI above, the Newcomen type of steam
pumping engine was in general use in French mines in the
eighteenth century. In the same period the French took the
lead in developmg silk machinery, and some large plants were
set up, asin Italy and in Engla.nd Both the flying shuttle
and the spinning jenny found their way across the Channél
almost immediately after their appearance in England, and
there was also some apinning by power on the eve of the
Revolution. In the various mentions of “steam engines”
then used in France, no distinction was generaily made be-
tween the Watt and Newcomen models. "Most of them were
used in mining, and the presumption is that they were the

Newcomen type of steam pump. The latter were built in -

France also, and there was thus ho question of dependence

upon England. As late as 1810 the total number of “steam -

engines’ in the whole country was estimated at about fifteen,
a probable figure for Watt engines and quite too low to in-
clude both types.

Although France had been a leader, if not the leader, in
industrial concentration before the general introduction of
power machinery, the spread of the real factory system there

. L]
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was The machine printing of cotton goods was intro-

[uced in the great Oberkampf mills in 1797, Silk remained’
almost entirely a putting-out industry in spite of being one of
the very first to begin using power, as in the great Jubie mills
©of the eighteenth century. During Napoleonic times, cotton
ispinning became largely concentrated in the hands of big
industrialists. These mill-owners often took over other pro-
cesses, including weaving and printing, While this entailed
a fairly complete industrial capitalism, even as compared with
England, most of the weaving was put out in homes, only the
processes which demanded power machinery being carried on
by factory methods.! The existence of industrial capitalists
like Ternaux and Richard-Lenoir during this period, with
whole strings of factories in France, is proof that the pro-
cesses were familiar, and that there was no want of enterprise
to exploit them where they paid. Water was the great source »
of power everywhere, so the number of steam engines is of
httle significance.? The slow growth of the industry in
France, as compared with England, must be explmned in "
such general economie terms as suggested at the opening of |
Ithis chapter, plus specific difficulties like the scarcity of raw]

aterial, the narrowness of the market, mistaken tariff
gpohcles, the dearth of hands with huge armies moblhzed ands
g0 on.

All the early stesm engines were small, and the ones ex-
ported from England were doubtless below the average. The
size is casually mentioned in several cases belonging to the
Napoleonic period, and it is probable that most of the small
number in France developed not more than 10 horsepower,
the average being less than that. The 600 yeported in 1830
may have had an average horsepower of 10, which would

! Ballot, Charles: L'introduction du machinisme dana l’mduabw Jrangaise,
pp. 281, 'The other important source on the b
in this industry is Lévy, Robert: Histaire dconomique de l’wjuatm cotonnidre
en Alsacs. Ballot’s is a general work, published in 1923, under the auspices of
the Comité des iravauz historiques,
% Steam furnished less horsepower to industry than water until after 1857
See the table on page 65 of the Annuaire Staistiqus for 1924.
° ¢
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.make 6000 horsepower derived from steam in the whole
country. Apparently the old Newcomen type, or pompe 4
Jfeu, had entirely disappeared from the mines by that time.
It is not safe to accept any figures before about 1830. Engd v
lish export prohibitions on machinery were not withdmwnj
until after 1825. The practice of smuggling, the premium
which the import difficulties put upon the use of French
machines even where decidedly inferior, and the particularly
confusing element of the replacement of antiquated equip-
ment in the mines warn us against trusting any estimates
which could be made at this late date. A survey of 1847
placed the number of steam enging¥ 4t 4853 and the total
horsepower at 62,000 — or an average of 12} horsepower.
At the end of the century, French industry was using about
75,000 engines, developing over 1§ million horsepower. This
marked a vast and progressive growth, Note, however, that
the average size of the engines had hardly doubled in fifty
years, and that 1900 is rather a recent date.

This suggests again a certain persistence of the initial
peculiarities of French industry down through its whole
course of development. Fairly small hand looms continue to/.
weave goods of intricate and artistic design all over Francej
to-day, Paris included. These deviees are not “antiquated,”
On the contrary, they are perfectly efficient for the kind of
work they do. In America we do not specialize in the types
of goods which cannot be manufactured with power machin~
ery. French industry is not comparable with American,}«
German, or even English, merely in terms of size and quan
tity. There was nothing necessarily “backward’ about the
use of charcoal in making iron and steel by any country as
long as it continued in the good fortune of possessing the
wood. .

GROWTH OF THE TEXTILE INDUSTRIES

Since the onset of the Industrial Revolution there has been
a shifting *‘twilight zone'* between hand and power-machine
production, whe.re the two types might compete. ‘France



°

580 ECONOMIC HISTORY OF EUROPE

produced really wonderful linen in Flanders, Normandy, and,
Brittany in the eighteenth century by band processes. After

‘& temporary slump during the Revolution, this industry

again became prosperous, but the power-driver spindle was
gradually introduced,)it being found that this merely cheap-
ened the making of most grades of yarn without affecting the
quality. , Power machinery did not spread\to linen weaving
to any considerable extent until after 1850." It first began to
penetrate the region close to the Franco-Belgian boundary,
where ample coal supplies were available and the type of eloth
manufactured lent itself most successfully to machine pro-
duction. Normandy, and especially Brittany, kept on mak-
ing their former grades by much the same processes as before,
without feeling machine competition verg( geriously. ' Ex-
ports of linen yarn rose steadily after 1850, reaching a value
of 15,000,000 francs in 1859, and 24,000, 000 francs five years
later. (In the production of yarn or thread, power machinery
was general, the direct competition being on the basis of flax
production rather than method. Then the British began to
compete seriously, especially with the machine-made linen,
by marketing substitutes made partially or entirely of cotton.
French linen production showed an absolute decline after the

-seventies. It was the hand-woven grades rather than those

urned out by intricate machinery which survived. On the
ve of the World War, nearly half the French looms em~
loyed in linen manufacture were of the hand variety.
echanization took place rather in the cottons, which had
’usurped the place of certain grades of linen in the market,
Yn the divigion of lahor, France held her own best in the
ypically hand-made goods. >
(_Wool spinning and weavmg were distributed throughout
the country at the opening of the nineteenth century, indi-
cating the predom.mance of the mdependent—craft and put-
tmg-out types of organization. Some concentration was
found in. Rheims, Amiens, Evreux, Louviers, Sedan, and
Roubaix — somewhat less in southern France. ( Power spin-
ning and carding made more rapid gains than power weaving,



FRENCH INDUSTRY SINCE THE REVOLUTION 581

which was almost a negligible factor to the middle of the
century. 'This was in contrast with England, where a pro-
found change had taken place, as we have seen.) The French
manufactured many mixed textiles, eombining wool and cot~
ton, and also developed the worsted industry. [ Theix foreign
trade did not suffer greatly in competition with England,}
exports of woolen textiles increasing from 80,000,000 francs
in 1838 to 396,000,000 in 1865. -

. France produced an extremely high grade of wool.’ She
kept increasing the quantity, developing the best grades
particularly. 1 Up to 1835 she imported almost none. As the
textile industry grew, she had to impert more and more wool "
— half the amount consumed in the sixties and over seven
eighths on the eve of the World War. {Some of the wool was
reéxported, representing a growth in foreign trade rather than
industry)and also a certain fastidiousness as to the grades
which her peculiar market demanded. The worsteds made
the most rapid advance, though the weaving of heavier
textiles likewise made progress. ( Machine methods were ex-
tensively. introduced where the patterns and the number of
duplicate pieces warranted, but the hand loom continued to
dominate s field all its own. )

However much we may appreciate the peculiar place oc.
cupied by original and artistic design, and with whatever
firmness we may reject quantity as the sole measure of in-
dustrial progress, we should be foolish not to recognize that
the steady perfecting of machinery has left to hand work a
decreasing fraction of the total market. Thisis true in terms
of value, which is the one reliable measure in business. The
manufacture of silk goods furnishes an llustration of how this
has affected French industry. There is a narrow market at
high prices for distinctive new goods of real artistic merit, and
the function of creating them in the first place is an important
one in the world., Out of 46,000 factories and workshops of
the silk indusiry of twenty French départements in 1926,
about 5000 were specialized to this_type of prdduction.
Practically all of these Iatter used hand methods; and ma~
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chine production was almost as uniform in the others. While ,
the value of the output of these hand units was roughly pro-
portionate to their number, the quantity was of course an
extremely small fraction of the whole.

Since the element of fashion enters into the price of these
fine, new materials, comparatively few pieces of any pattern
will be absorbed by the first market, and the specialist does
not arrange for mass production. The consumers soon shift
to still newer designs which have been created in the mean-
time. But the really broad market in the eontemporary
world is at lower prices, and remains to be exploited after the
wealthier, and perhaps more discriminating, buyers have
moved on, Other manufacturers duplicate the product as

- nearly as posgible by machine processes, and it is perhaps cop-
ied several more times with cheaper materials and methods.
For example, a new type of printed silk, or silk mixed with
metallic threads, comes into vogue, first made by a French
firm. If other French manufacturers do not carry out the
ides on a larger scale, through cheaper grades, foreigners will
gather in the lion’s share of the total profits. Furthermore,

- the machines are getting so highly perfected nowadays that

, +they can do nearly everything but think. Machinery has
usurped these successive markets right up to the first and
smallest one, enlarging all of them, and even creating some,

Back of this is the long history of the draw loom, with its
obscure origing in China. A type of it made the Damask
or Damascus cloth, so highly prized in the Middle Ages.
From there the loom came to Italy, and then to France. The
general principle is simple.” To weave intricate patterns,
varying numbers of lengthwise or warp threads must be
raised to allow the woof or eross-threads of different colors or
textures to be drawn through. \ Several French inventors
simplified the still tedious process in the eighteenth century, 4

acquard’s loom, patented in 1801, revolutionized if, Dis-"
carding the maze of pedals for manipulating the warp threads,
he made it possible to control the most complicated designs
. automatically by a series of perforated cards. (The industry
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was quickly transformed.) There were 10,000 Jacquard

" looms in use in France in 1824, 42,000 in 1832, and 57,500 in,
1840.

(All were band looms up to 1860, when steam power was 1.
first applied.; In 1866 there were a little over 5000 power
silk looms out of a total of 120,000. The shift went on stead-
ily, the actual number of machines decressing slowly with the
swifter increase in the capacity of the average one. Of
. 40,766 silk looms in 1914, all but 5413 were run with power.

¢{ France’s raw-silk industry was practically ruined by pests
which appeared about the middle of the century. ) In place of
an output of nearly 434 million peunds at that time, about
three quarters of a million are produced to-day, of the 13
millions used in French mills, Japan produces two thirds of { -
the world’s raw (natural) silk - 87 out of 85 millions of tons
—and China and Italy most of the remainder.

' /France has lost her ancient leadership in silk productlon to\
the United States, which consumed more than twice as much : '
natural raw silk before the war. The x:use of artificial silk i
from its pre-war insignificance to more than fwice the volune
of the natural product in 1925 created new problems for the
French.} This material requires new methods, including
different dyes, tending to cancel the advantages of an old
industry. Of the 182.6 millions of metric tons produced in
1925, only 15.4 millions were consumed in French mills.

_The greater part of the sjlk industry is in southern France,
with Lyons as the center. Knit gands (including hosiery), are
produced &t Troyes, upholstery at Roubaix and Tours, lace at
Saint-Quentin, Caudry, and Calais, and other silk products,
notably mixed textiles, are turned out by other northern
places. There are some silk mills in Alsace. ;The transition
to power machinery behind a high tariff wall certainly points
to a tendency in the new France to abandon some ancient
peculiarities which are less profitable than of old.) In some
branches, such as solid-color silk hosiery, the machine is
supreme. Due to the tariff, there is practically no foreign
competition in the home market, but this makes for high
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prices, yhich in turn affect the ease of placing the goods
abroad. ' Continental tariff programs generally produce
dumping in its characteristic forms to a degree hard for an
American to appreciate — presumably because his domestic
market is broader and it is easier for him to achieve the
economies of mass production. It is considered normal for
the average export prices to be lower than domestic prices,
the argument being that the extension of the market leads to
economies which in turn eheapen the goods at home even
more than the amount of the tariff. Thisis plausible enough,
reasoning purely on a national basis, but there are too many
+“ifs” involved for conclusive proof, one way or the other.
From the standpoint of Europe as a whole, there is evidently
. 8 loss somewhere in 8 vast system of interference, with the
avowed aim of artificializing territorial specialization.

The Peace of 1815 removed the physical difficulties of im-\ -
porting raw cotton, and the industry was soon flourishing be-\
hind a wall of protection, While the independent master and
the putting-out system prevailed quite generally in the woolen,
Linen, and silk industries, the production of the cottons was
carried on under essentially different conditions. Depend-

» ence upon foreign sources of raw material afforded opportu-
nities from the outset for the establishment of power-driven
mills. Tn the northwest, also in Alsace, where the cotton
industry was highly developed, the power loom was intro-
duced early in the century.  Around Mulhouse, the number
of spindles more than doubled between 1828 and 1848, and

./ power looms assumed importance after 1830, although they
did not predominate until 1870. Conditions were less favor-
gble in other parts of the country, but on the whole the in~
ustry was remarkably successful. A threefold increase in
production occurred between 1815 and 1840. The exports
were valued at 664 millions of francs in 1836, rising to 165
wmillions in 1850, thus considerably more than doubling in &
decade and a half. 'While this did not match the growth of
the industry in England, it was solid progress. )
In thé readjustment of the cotton industry after the loss of
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. Alsace-Lorraine in 1871, the districts around Lille and Rouen
showed by far the greatest activity. The most significant
development took place in the nineties, when the full force
of the high protective tariff of 1892 exerted itself. This was
true of many of the important French industries. The
technique of spinning and weaving was rapidly transformed,
especially in Normandy and around Lille. As early as the
sixties, the hand loom had practically disappeared from
Alsace, but it predominated mouch later in some other sec-
tions of the country. All told, France operated more than
110,000 power looms in 1912.; The number of hand looms
was probably less than a fourth "g-farge, and their small
average size made them a relatively small factor in the total
output. The number of spindles in the same year was over
7 millions. { These figures compared somewhat unfavorably
with those for England, where there were more than five
times as many looms and nearly eight times as many spindles.
/ Cotton textiles ranked next to silke in the export trade of
Frageein 1913, with a total value of 385,500,000 francs., ULhe
cmustry had gone through a penod of slow growth in
the late seventies and throughout the greater part of the
eighties, incident to the general dislocation of that time the
world over. English goods had found their way into the
French market in spite of the comparatively low tariff of
1881, leading to the much higher one of 1892, Finally, the
loss of Alsace-Lorraine in 1871 must not be forgotten. French
textile products were 6T 88 8x%geptionally fine average guahty,
compared With those of competitors. rmany consumed,
on the average, a much larger quantity of both cotton and
woolen yarn, but a comparison of the value of the manu-
factured goods shows a much smaller discrepancy than the
mere quantities would suggest.

_Before the World War, France ranked fifth in the number
of cotton gpindles. She had (in Tound numbers) 7 millions,
as compared with Russia’s 8, Germany’s 10, America’s 28,
and Great Britain’s 56.) { The two million spindles transferred
from Germany fvith Alsace-Lorraine made France third in
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rank, but still left her far behind her two principal rivals. .
Especially since the war, some French economists and states-
men have expressed a good deal of agitation over the de-
pendence upon the United States for raw cotton. ) Attempts
have been made to develop cotton planting in the colonies.
There is much land which seems suitable, for example in
West Africa and Indo-China, but the effects of such a pro-
ject on the requu'ed supply of cotton would be negligible for
many years in any case.

COAL MINING
( The increase in France's coal output during the Napoleonie, .
period had been mainly due to the exploitation of mines
located in territory which was lost in 1815. On the whole,)
the remmmng deposits were not so well situated or so cheap
to mine as those of Great Britain, Production was always
{insufficient to supply the home market} as indicated by the
following round figures: *

1912-18. .. eeninninniens 41, 8l.

Some two hundred mines were put out of commission and
more or less damaged 2s a result of the Warld War, Coa,l
production dropped from around 41 millions of metric tons in {
1912-13 to 27% millions in 1914 and 19} millions in 1915,
(the first full year of war conditions). It was up to nearly 29
millions again in 1917, but fell off 2} millions\in 1918, Then

t Condensed from tables in Foville, A, de: L France économique; statistiqus
raisonnée et comparative, p. 208, and Théry, E.: Histoire dconomique de ' Ane
gleterre, de I Allemagne, des Buats-Unis et ds Ia Francs (1880-1900), p. 400,
and the Annuaire Smmlquc for 1924, p. 55, Note how nearly constant is the

ratio b aad p for almost & century,
in spite of & great inarease 'in both figures, and of course of the actual amount
of the shortage. France could always increase her production of coal to meet
the rising demand, but the relatively high coat of doing 8o is reflected in the lag,
which means imported coal.

/

{ .
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. Alsace-Lorraine was recovered, the mines of the Saar Basin
were acquired (to balance the destruction of French mines),
and the Germans were assessed 7 million tons a year, to be
eredited to reparations. ) Obviously, the figures after the war
#ire not quite comparable with the earlier ones, quite aside
from the economic crisis. Let us take the most important
elements separately.

First, {the two hundred damaged mines were back su
stantially to the pre-war level of productivity by 1925. P
tentially, they were more valuable, as the plants and organ-
ization were much improved, especially with reference to
handling by-products. ) Lorraine—ptoduced about 3% mil-
lions of metric tons before the war, and considerably more
afterward (around 5 millions in 1924 — France is shorter of
cosl than pre-war Germany was, and inclined to emphasize
this source more). The 9 millions or so of the Saar and the
reparation payments in coal are not counted in France’s own
supply. After the Locarno Pact of 1925, restoring some-
thing like peace-time normality in Franco-German relations,
a persistent agitation arose in Germany for the restoration
of the Saar Basin, Ten years of French rule were still due
under the treaty, and the mines had been definitely trans-
ferred, but the fact that the restoration of France’s mines had
required much short of the generation which had been pre-
dicted as necessary inevitably affected German feeling about
the question,

Taking the boundaries of the new France as the basis of

- caleulation, the average monthly output was as follows (in

That is, production was back to the pre-war level in 1924 —
and it continued torise. France's total output of coal in that
year was about 4 million tons more than in 1913f With any-
thing like normal conditions restored in Europe, it should be
at least 10 milli.ons more, with considerable possibilities of
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expansion, But the French need much more coal than they
did. For one thing, they got two thirds of Germany’s iron
ore. The fact that this cannof be fired with the kind of coal
near it and inside the French frontier was more or less related
to the Ruhr adventure of 1923, and the vital factor in bring-~ *
ing about the Continental steel trust in 1926. One acute
problem. in the coal situation is the group of chemical by-
products, so intimately tied up with potential war strength
well as with normal industry. {By the close of 1926 France
ad developed about a third of her potential 9 million horse~
power from hydro-electric sources, and become the first na~
tion of Europe in this respect. She is much better off than
she was in 1913, but still weak in coal. ) I Europe could be
definitively pacified, this would be unimportant, as no na~
tion can produce everything it needs in this age.

, IRON AND STEEL
¢ The growth of the French iron industry early in the nine- -

iron ore and eoke, and also by the distance which separated
the two. As late as 1850 the iron furnaces were still largely
using charcoal. This meant a wide distribution of the in-'
dustry, which necessarily had to be established as close as
possible to the forests where charcoal could be obtained
cheaply. Production was somewhat increased during the
Napoleonic period, but there was comparatively little change
in the processes. Between 1812 and 1828 the pig-iron output.
was approximately doubled, with about the same increase
during the next, two decades.} The figure for 1847 was 600,-
000 tons, as compared with a little over 230,000 in 1821,
' Coke made very slow headway against charcoal as fuel, the
number of charcoal furnaces increasing until about 18402 Of
approximately 470 furnaces in 1846, only 106 burned coke.
Tt was not until twenty years later that the two became really
“comparable in importance.

{ Tn the early history of the French pig-iron industry, the
!inﬂueﬁce of English experts and capital was considerable.
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Asg in Belgium, the foreign element was fairly important dur-
ing the whole first half of the century. /The sudden and very
remarkable growth in railway construdtion after 1845 (with
the exception of the years 1848 to 1852) caused a heavy de-
mand for the products of the iron mills. A good deal of the
material was imported, however, as domestic manufacturers
were not in a position to supply the demand. Gradually the
French industry adjusted itself to the new conditions, and a
period of expansion set in after 1852,
/ Extensive exploitation of the French iron ore deposits has
taken place only within recent years, Some progress was
made before the Franco-Prussian-¥ar, and in the years im-
mediately following, but nothing to compare with the rapid
advance which had been made in England and in Belgium:
+ The annexation of Alsace and a large part of Lorraine by
Germany meant the loss of important steel plants which had
previously turned out a large percentage of the total French
output. The chief loss lay in the retardation of the future of
the iron and steel industry, sinte the vast phosphorous ore
deposits of this region were not exploited until after the basie
process was introduced (beginning with 1878). From 1860 to
1907 the annual production of ore increased but slowly. It
,was only after the latter year that really effective develop-
ment began. )The growth is suggested by the following cone
densed table: ’

Frenca Propucrron oF Iron Orw, 1881-1913
18811800 (ten-y age, in tk ds of metric tons)... 2,934
18911900 (ten-y age, in th du of metrio tons). .. 4,208
1601-1910 (ten-y age; in th ds of metric tons)... 8,547
1911-1913 (three-year average, in thousands of metric tons), , . 19,258

Dueto the war and the German invasion, the figure dropped
from 21,918 in 1913 to 11,252 in 1914, and to only 620 in

. 1915, the firgt full year of hostilities. ‘The average for 1915—
18, inclusive, was 1502. /The part of Lorraine which Ger-
many had taken in 1871, ahd now returned in 1918, had alone

, produced‘?l,OO0,000 metric tons of ore'i@ 1913, or two thirds
qf the entire German output. 'This ispractically equal to

a
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the entire pre-war produection of France, nine tenths of which
‘came from the part of Lorraine left to her in 1871. ) When we
reflect that the iron of the Saar Basin, of which France got
control after the war, comes from another part of what is
really one field, the importance of this concentration in the
hands of one power becomes apparent. In fact, the control
turns out to be more or less fietitious in economic terms, and
the apparent importance of its being vested in one power
much greater than the actual one.

Ore deposits, and even ore on top of the ground, are not the
same thing asiron and steel. The quality and location of the
feoking coal in the Rubr region make the Lorraine ore more
valuable to GGermany than to France, especially in view of
*" the developed lines of communication and plants. The same
is true of the Saar, of much of the Luxemburg ore, and of
some of the Belgian, If the coal production of German Al-
sace-Lorraine a3 of 1913 was much below what it might have
been, on the other hand, the iron ore output was enormously
higher than it would be if strictly cut off from Germany —
that is, economically. ( The events of the disturbed period
just after the war indicated that the Germans could still make
iron in the Ruhr from imported ore more cheaply than the
French eould produce it in Lorraine with imported coke, if
the two were artificially cut asunder by hampering communi-
cations across a political frontier.” How great the disappoint~
ment of many politically minded Frenchmen was may be
indicated by leaving the ore figures aside and taking those
for raw iron and steel instead. Repeating part of a table
girlen in the last chapter, the 1913 situation was roughly as
follows: )

FruNCH AND GeRuAN TrON aND StERL OUTrUT, 1913
(Round numbers, in millions of metric tons)

K i
S 17 5

' Bteel....vuuiis s 17 5
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Let us now take the post-war boundaries, giving similar
round numbers for both pre-war and post-war produection
within them:

Tas Man Evrorean Sousces oF Izon AND STeEr, 1913 axp 1925

A. IroN
(Round numbers, millions of metric tons)

Fraxce
(present
Yran ((;p-:e‘g inugag L E T
exteot) | " Alsace oA
Lorraina
and Saac) :
B f N
1913....... 10.9 10.4 2.5 2.4 10.4 36.6
1925....... 10.1 9.9 2.3 2.5 6.3 31,1
B. Stexn
(Round numbers, millions of metric tons)
Yean g.:m"’g (Rﬁ';f:). l;m' Brrarom | Exonaen | Toran
1018....... 1.7 9. 1.2 2.4 () 82,

1925....... 12.2 9. 2. 2.4 7.5 33.1

* Subtract about 1.4 for iron and 1.5 for atee! to get the net French production within the
w;“ﬁ%‘d?::mﬁ‘:g mThudod' I ﬁ“g)" par url;rt‘&“l‘m::;m during the war period.
If we take out the Sear Basin to get at France's position
within her political boundaries, it appears as though produe-
tion was only a little below the 1913 level a dozen years later
in the territories involved, and that she had actually con-
i:olidated the gains made on paper in the peace treaty. That
hig is not the case is immediately seen by comparing her
position with Germany’s. France got the source of 21 out of
28 millions of tons of Germany’s pre-war ore, not including
the Sear, which means some 3 millions more. Leaving this
last item out, in spite of the fact that it was taken off one side
of the count and added to the other, it appeared at a glance
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28 though France was to have about 42 millions of tons of ore

and Germany 7. If we moved the figure for the Saar over,

the ratio would become approximately 44 to 4. (But Ger-

many produced more iron and stee] in 1925 than France did,

and her quota, as assigned under the Union internationale de

Vacier brut of 1926 was about a third larger. She had the
. geographical position, the experience, and the :mlls.\,

{The German producers of ceded Lorraine were indemni-
ﬁed, and much of this money was spent in the enlargement of
plants still within the frontiers of Germany during an infla-
tion period when it went very far. This entailed a loss of
gkill, experience, financial power, and market contacts for
Lorraine, as well as an enlargement of the German industry

-to substantially its pre-war capacity. . Luxemburg was a
more serious competitor than formerly, Japan bad greatly
enlarged her industry incident to the war, and many of the
lesser European powers had done likewise.! Finally, the
United States, which had produced about 5 million metrie
tong less iron” and a shade less steel in 1913 than the five
European nations of the preceding table put together, turned
out nearly 5 millions more of iron and 15 more of steel in 1925.
This does not mean that we took their market, but rather
that we were not drawn into the war until late and, far also
from the later crippling economic struggle, we managed to-
save something from the collapse of a period of magnificent
growth.

: Europe found her capacity for turning out steel enormously
greater than before the war, and the market hardly capable
of absorbing even the old quantities. With about 8 pre-war
equipment, Germany could place less than two thirds as
much, though she needed to find export markets more thanv
ever before, to cover reparation payments. Partly due to
lack of foresight on the part of the Allies in drawing up the
shipping provisions of the peace treaty, and partly because of
inflation, she threw much of this manufacturing power into
ships, at a time when they were rusting by thousands else-
where. 'The German Government was poor while the mark
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was rapidly sinking, so the market for such things s railway
" material was bad, and continued so under the economies of
the Dawes Plan. Moreover, disarmed Germany lacked the
steadying factor of a eall for military and naval supplies from
the Government. Her Russian and Balkan markets were
also below par, due to low purchasing power. The location
of what market existed was not 80 important as the fact that
the European steel producers had either to struggle for what
there was or divide it up, and also attempt to build it up.
Late in 1926, the greater Continental producers chose the
latter course.

The Continental Steel Combineldjinot solve the problem
immediately, or expect to. It had to acknowledge at the out-
set that its members possessed much more equipment than
the market warranted. The remaining Continental steel
producers, and above all Great Britain, should be in it in
order to regulate even the European output. To organize -

vorld production into a unit would be a problem of quite a
different order. With the exception of Russia, the domestic
markets of Europe would not seem to be susceptible of the
expansion which American mills may still expect, and Japan's
peculiar situation in the Orient makes ber a little less in-
clined to fix limits at all rigidly. Americans tend to under-
estimate the vital necessity of international economic co-
operation in Europe, and Europeans conversely to over-
estimate its immediate importance to the United States, each
continent naturally seeing its own situation best. In this-
matter of steel, American aloofness roust affect the possibili-
ties, or at least the difficulties, ‘of cosperation among Euro-
pean producers, On the other hand, a considerable success
there might easily give- Americans a much more vital practi-
cal interest in international cotiperation — and this is true of
other things as well as of steel.

Returning to the nation as a unit, and thus putting asidnx

~

the post-war shift in boundaries, it is apparent at a glance
-+that (France's importance in iron and steel increased enord
mously during the first quarter of the twentieth century.. The ¥
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production of pig iron rose from 2§ millions of metrie tons .
- in 1900 to a little over & millions in 1913 and 83 millions in
1925; of steel from 1} millions in 1900 to nearly 5 millions in
1913 and about 7} millions in 1925 (not including the Saar
Basin). This growth, before and after the war, was super-
vised by the Comité des Forges, the organization and concen-
tration of which has fully kept pace with the industry. )

MACHINERY AND SHIPBUILDING

Vanous peculiarities of France in respect of her require-
ments s to machinery have been suggested in the above sec-
tions. { Her railway material before the World War was much
lighter, on an average, than that of Germany. ! Hand looms,

* running at comparatively low speeds, are reflected backward
in the machinery which construets them. Attention is called
again to the low average horsepower of steam engines in
France, less than 13 in 1847, and only about 24 at the end of
the century. 7 To the economist, machinery represents not
merely, nor mainly, a group of scientific and technological
problems, but rather a means for providing the market with
those goods which it will absorb at a profit to the organizer of
production. Thus, when he turns from minute details to
seek for general tendencies, his sound impulse is to look back-
ward from the market to ita reflection in technique and
tools — gince this is just what the entrepreneurs have done
in getting up their plants. This is not so simple as it looks.
Besides the domestic market, which hag been protected in the
cage of France, there are vmoua foreign ones in which compe-
tition with other producers is'more direct. It is always felt
at home in certain goods which are produced in insufficient
quantities to meet the demand or not at all. For example,
before the war most of the cycle parts, such as wheel-hubs,
were of British manufacture.

Five million metric tons is a considerable quantity of steel.
We are not mistaken in supposing that pre-war France, with
such an output, had a considerable machinery industry, in-
cluding machine tools. The electro-chemical and electro-
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metallurgical plants alone used some 200,000 horsepower in
" the opening years of the twentieth century, nearly four times
as much in 1914, and about ten times the first figure a decade
“later. ; The imports of machine tools and machinery were
over two thousand metric tons by weight on the eve of the
war, and the exports slightly larger. A decade later the im-
ports had fallen off slightly and the exports nearly doubled.l
. This is partly a matter of growth and partly one of France’s
improved position in the steel industry as a result of the out~
come of the war. That French firms bid successfully against
foreign ones for such contracts as the huge Cernavoda btidgel
over the Danube in Rumanis, decades ago, is ample evidence
that the country was not to be di with a shrug even
in the production of heavy structural steel. There were two
industrial Frances, the second being merely emphasized by
the war, as well as by the trend of development in methods
the world over.

Perhaps the most suggestive illustration is one & little to
one side of the main branch of the machinery industry. (A
dozen years after the outbreak of the World War, the largest .
manufacturer of Butomobiles in Europe was the company
founded by André Citroén,} Foreigners had correctly re-
garded the pre-war French motor vehicle as a high-priced
product, carefully assembled with an amount of hand work
and non-automatic machining which was rare in Europe and
unknown in America., Citroén served his apprenticeship in
the old Mors factory, which was of that type. (During the
war there was much emphasis on the simplification of pro-
cesses and speed of production, with a decreased stress upon
details, and afterward many manufacturers went in for a
cheaper product which would nevertheless be solid and
practical.  Citroén’s scheme was conceived before the war,

, but not launched until immediately after the peace. With~
out going into his methods in detail, it is safe to characterize
them as an “ Americanization” of the industry to a degree

[ found nowhere in Europe outside of France. There is more
hand work than in an American plant, the cost of labor being
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Jess in Europe. Petrolewm products being higher-priced than, |
in America, the design emphasizes much lower horsepower
and greater fuel economy. In standardization of parts and
the use of handy accessories, the idea is the same, \

There is no broad field of manufacturing where the advan-
tages of territorial specialization are greater than in ma-
chinery, and few in which Europe has done so little to reap
them. /In spite of the difficulties raised by tariff legislation,
particularly at that time, machinery was the fourth item in
French exports to Germany in 1925 and third in German
exports to France. .

{ By the middle of the nineteenth century the English mer-
chant marine, with a total tonnage of about 3,565,000, was
‘ more than five times as large as that of France. Changes in
construction — the substitution of iron and later of steel for
wood and of steam power for gails — put the French at a
further dissdvantage. On the surface it might appear that
the French Government policy of granting bounties would
}ave materially aided the shipbuilding interests. But France
Placed import duties upon various materials which entered
into ship eonstruction, with the effect of increasing costs to a
degree which offset the bounties and hindered the develop-
ment of the industry. The result was that, while French
yards increased the tonnage constructed, a fairly large per-
centage of the growing merchant marine was purchased
abroad, : .

France had the second largest merchant marine in the
!world in 1880. By 1914 she had dropped to fifth place.
‘During the decade 1895-1905 there was a small improvement
of 7 per cent; but at the same time the merchant fleet of
Great Britain increased 13 per ce:?t?of Italy, 51 per cent; the
Netherlands, 68;/Germany, 78; the United States, 79; Rus-
gia, 115;/Denmar’(k, 129; Norway, 137; and Japan, 270, (On
the eve of the war France had about 500 steamers and 400
sailing vessels, with a total tonnage of around 1.4 millions.)
That of her steamers was surpassed by a single German com-
pany, the Hamburg-American Line. Qhe submarine took &
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heavy toll of French ships — around a million tons-— and
France’s industries were so strained by other needs that she
still further prejudiced. her relative post-war position by al-
lowing her allies largely to take care of shipping needs. In
spite of vessels taken from Germany and some building, the
situation continued to provoke serious thought, and some
alarm, in France after the war.} Naturally, those minds in
which world commerce and empire are associated feel the
most coneern, a8 it is not comforting for a Frenchman to
think where his country would have stood between 1914 and
1918 without the help of foreign ships, including navies. (Ac-
cording to Lloyd’s Register, Framﬁlhad 3% millions gross
tons of shipping in 1925, as against slightly less than 2§ mil~
lons in 1914, or an increase of about 50 per cent.

-

DEVELOPMENT OF MEANS OF COMMUNICATION
" The construction of well-built roads began in France some-~

what earlier than in other countries on the Continent. The
efforts of Napoleon to build an adequate network of roads may
be regarded as the beginning of the important changes in
transportation which were to occur later in the century.) It
must be emphasized, however, that the energetic steps then
taken were largely the result of military policy. At the same
time the self-sufficiency of these districts was now partly
broken down, and the products of distant sections of the
country began to be marketed over a much wider territory.
‘Canal construction had begun even earlier, so that by the
second decade of the nineteenth century some parts of the
country were fairly well provided with transportation facilities.
_In railway construetion, Continental Europe was some- v
what behind England; and this was notably true of France.!)
The Stéekton and Darlington and the Liverpool and Man-
chester lines were in operation and others were either under
construction or being projected long before railways were
seriously thought of in France, in spite of the need for more
rapid means of communication, { The first locomotive was
brought to France in 1832, and the successful operation of a
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ghort line between Lyons and St. Etienne marked the be- )
ginning of railway construction; but as late as 1841 France
could claim a total of only 360 miles.™
Throughout the Continent the question of & settled rail-
way policy received early consideration, especially in Bel-
gium, where a program for the construction of government~
owned railways was formulated fairly early. .In Francethe
same question attracted public attention. (yndecided as to
the best course to follow, the Government sdopted several
expedients, {Of the greatest importance was the plan formu-
lated early in the forties whereby the Government aided in
financing the railways by undertaking the building of the
roadbed, which was to remain in the hands of the State. The
" Government also constructed the necessary bridges and tun- -
nels, but chartered companies were left to lay the tracks and
provide the necessary rolling stock. In this way it was
hoped to encourage the development of a well-planned rail-
way system which in time would eonnect all of the important
Jeenters of population with Paris. Some progress was made
tin the execution of this formidable program even before 1848,
But political and financial obstacles were insuperable.) (The
Govemmenty"waa compelled to relinquish its original policy,
but - maintained a general supervision over railway con~
struction. .

. In the second half of the century railway-building was
fairly continuous, interrupted only by the forces that inter-
fered with industrial expansion generally, In place of the

+ extensive financial assistance which the Government had

earlier hoped to give to the railways, it was possible (1859)
merely to guarantee the interest on the indebtedness of some
of them. Yet, by 1860 France could claim a total of 9167
kilometers. ? This rose to 29,839 by 1885, to 38,109 in 1900,
and to 40,933 in 1913, This dropped to a little over 36,000
for the war period, and the total, including the annexed
territories, was 8 little over 50,000 in 1920. { In miles, this
means about, 25,600 in 1913, 22,400 during the war, and a
little over 31,000 in the new post-war France, )
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It should perhaps have been remarked earlier that mileage,
is not an ideal measure of either the actual or the relative ef-.
ficiency of a railway system. The ton-miles and passengere!
miles, as compared with other countries, would be too intri-.
cate for use here. Quite aside from the weight and capacity
of the rolling stock, the mere question of the average speed
of trains is a needed corrective for mileage figures over long
periods. ; For example, the average speed of French traing
quadrupled between 1835 and 1905. 'The whole French
system of internal transportation suffers from too much con-
centration upon Paris, due largely to its beginnings before the
economic life of the country developed as we now seeit. This
has been partially corrected with cross-lines and strategic
railways back of the eastern frontier, but it remains a fault.
In pre-war France there were also more than 7000 miles of
navigable waterways, with other important canal and canali-
zation projects under way, and these also cut across the
radial pattern of the railways in some casea.) )

The Government early provided for the transfer of pri
vately owned railways to the State, giving charters only fox:\
definite periods of years. Ultimately the French Govern-)-
ment may thus become the sole owner of the entire system.
The state (£fat) system consists chiefly of the lines of the
Western (Ouest) Company, taken over in 1908. / This serves
a country which is mainly agricultural, the lines were fairly
expensive to build, and the competition with the Seine
traffic to the Channel ports, as well as of the coasting trade
between Nantes and Bordeaux, has further increased the
difficulty of making the government-owned lines pay.

{A tremendous amount of work has been done during‘
three centuries to canalize French rivers, which are generally !
small, shallow, or swift, and to connect the whole into a;
system of inland waterwaya.) (On the eve of the World War
there wer@tabout 7000 kilometers of improved natural water-
ways and 5000 of lateral and joining canals —in miles, about
7460 altogether. This system carried 38 million tons of
merchandise annually before the war, as compared with 190
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millions on the railways, or-a fifth as much. The port of |
Paris alone handled 13 million tons of this traffic by ws,ter,')
putting it well ahead of the seaport of Marseilles in terms
merely of the volume of business, and giving it three times the
tonnage of the seaport of le Havre. These comparisons must
not be taken too seriously, as the value per ton of the mer-
chandise entered and cleared in the port of Paris was much
lower, being largely local trade.

CONCENTRATION OF POPULATION AND OF CAPITAL

The rapid concentration of population in urban communi-
ties which characterized the industrial history of England
. after the opening of the nineteenth century did.not appear in
* France to any marked degree until after 1850.) Concentra-

“tion in & few cities of political and commercial importance
dated from much earlier, of course. { Under the system of
économie organization which prevailéd during the first half of
the century, a wide territorial distribution of skilled laborers

lwa,s possible. The rural population was still about three

; fourths of the whole in 1850. } The extent of urban growth
can be visualized in the following table of the population of
ten important cities:

PoruratioNn GrowTa N TeN FreEncr Crres, 178918512

Ciruns 178 1821 1851
7,000 9,000 35,000
85,000 87,000 100,000
15,000 17,000 29,000
8, 26,000 86,000
65,000 68,000 96,000
! 52,000 93,000
50,000 64,000 76,000
g 89,000 131,000
76,000 109,000 195,000
139,000 177,000 149,000
1 Foyille, A, de: La France & que; statisti isonnde of comparative,

P 10,4
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Note that Roubaix, St. Etienne, Lille, and Lyons, at least,
may be considered industrial places. That Lyons did not
grow more rapidly must be set down largely to the actual
decentralization of the silk industry. As already noted, the
small workshop has shown an. extraordinary tenacity in
France. Of a total of 575,000 establishments no later than
1896, nearly 535,000 employed a working force not in excess
of ten persons. This type of plant was overshadowed some-
what more rapidly during the first quarter of the twentieth
century, for reasons some of which have been discussed
eerlier in the chapter. ’

The general tendency of heavy industries to concentrate
at the points where the conditions olransport and power arq“
most favorable has been visible in France in our century,,
That all French industry must do likewise does not neces-
garily follow. Somebody is going to make certain handicraft
products. The small electric motor has acquired a remark-
able vogue in France, where it is peculiarly adapted to com-
bat overcentralization. There are none too many French~
men in a country with vast agricultural wealth, so that pres-
sure is still unlikely from that direction, as in the past. A
strong spirit of nationalism rejects the idea of bringing in too
many Italians or Spaniards unless they are willing to become
naturalized, to which process, on any vast scale, their Gov-
ernments oppose obstacles, It isbard to see where the urban
population would come from for industrial concentration at
any dizzying rate, and not very clear {0 many minds just how
the majority of French families, now living in villages, would
profit by it.? )

+French industrinl organization did not require the elahorate mechanism for
handling loyment found in G , and the problem of social insur-,
ance haa beon simpler.© An Employers’ Liability and Workmen’s Compensas
tion Act of 1808 made all industrial employ ponsible.  Industrial insur
ance of this type has been almost universal in France for many years, and may
be taken out with either private companies or the State. A pension act for
the aged and the permanently inourable was passed in 1906, the cost to be
borne by the communes, the départements, and the State. At the end of 1921,
there were over 600,000 people registered for such relief and the cost was

158,989,000 francs (paper), not a very large increase over the 1912 figure of
55,487,000 francs (gold). The French Old Age Pensions Law of 1910 chlled for
. .
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LESSER INDUSTRIES

Industries are particularly hard to force into any rigid

claggification in a rich agricultural country like France.
Some of them, like flour milling and sugar refining, are closely
allied with agriculture, and do not export much. The wine
industry is usually classified under agriculture in French
books. The distilling of ligueurs is not in itself & major in-
dustry, such as steel or the textiles, but France is a large pro-
dueer of grain and beet aleohol — over 57 million gallons a
year. Even that figure leaves distilling in a secondary posi-
tion, as compared with sugar, of which France is the fourth
producer in the world.
There are a good y industries like this, important but
" not in the first rank.{_All the chemical plants put together
employed about 100,000 people before the war, and have

grown somewhat since) Germany’s potash monopoly was

founded on deposits in Alsace and also at Stassfurt in Prussia.
Their output was apportioned before the war, and controlled
by a syndicate, but the Alsatian field is much the more im-
portant in total resources, Mulhouse is the center of the
industry. LAn elaborate Franco-German accord, signed in
December, 1926, provided against invasion of each other’s
markets and fixed export quotas so as to end competition.
i Among the other important chemical products of France are
| sulphuric and nitric acids, synthetic nitrates, various eajeium
! and sodium products, and phosphates) Important deposits
of phosphates are found in™Tunis, Algeria, and Morocco,
where they are extracted and sent to France for preparation.
{_ Progress in the dye industry has been slow byt determined)
For it really to pay, it must be linked up with innumerable
other chemicals and by-products, and the technique of many
single processes is also extremely complicated and delicate.
The coal-tar derivatives are only the center of & vast complex,

contributions from both employer and employee, to which the State added
something, the amounts varying with the cases. People like independent
smmm, who were not compelled to insure, might do so voluntarily. The total

nunber registered at the end of 1922 waa 7,701,048, & large percentage of thoeo
eligible, but slightly fewer than in 1914,

. . ’.

°
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and the nation which wishes to compete seriously in the
single field of dyes must have a pretty. well-rounded and
quite highly developed chemieal industry. So important did
this prove to be during the war that France, like many other
nations, emerged with a determination to achieve it even at
considerable trouble and no little initial loss. The Germans
were the great pioneers in this field, especially the Badische
Anilin und Soda Fabrik, which in 1925 became the center
of the whole German dye industry, organized in a single
company as the J.G. Farbenindustrie Aktiengesellschaft, with
which nothing in France really compares.

French pharmaceutical chemistry is also considerably de-
veloped, the Poulenc and Usines dRhéne products, among
others, being known around the world. ) The foreigner is of ten
a little startled at first when be presents & physician’s pre-
seription and is handed out & rather gaudy sealed carton with
the manufacturer's name extremely conspicuous upon it.
French medicine and French law furnish the explanation.
The former emphasizes a comparatively small number of
standard remedies for use in ordinary practice, out of the vast
collection whose properties must be known by the physician
for emergencies and constantly experimented with and ex-
tended in the great laboratories. f Since Revolutionary times,
the law has been extremely rigid about the employment of
drugs which might be dangerous to the citizen, and quite con-
servative about multiplying the number of useless remedies.
Pharmaceutical preparations and the processes of manufac-
turing them are not protected by the patent laws as in most
other countries, the original idea having been to prevent
monopoly prices—a ‘‘commercialization of medicine.”
The expense of maintaining adequate laboratories, now that
a stage of enormous complication in chemistry has been
reached, makes this provision quite useless against mono-~
poly, and manufacturers complaixx that it merely hampers
the growth of & national industry.

Other examples of secondary industries are pottery, glasa,\\
paper, leather, and leather goods (including glov@)?””ﬁl_@ck—

U
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making is a winter oceupation in the mountains of Burgundy,
Savoy, and Alsace. Toy-making is carried on under similar
conditions, and there is also some diamond-cutting and other
work in precious stones in the Jura Mountains.} Many of
the millions of “‘Paris articles” are manufactured in the sur-
rounding region. These include some goods which are both
attractive and useful, besides those which merely prey upon
the holiday spirit of the visiting provincial or foreigner.

COLONIAL EMPIRE AND ““TARIFF ASSIMILATION "

Historically, two French colonial empires must be con-
gidered, the first ruined by the eighteenth-century wars and
the Revolution, the second beginning more or less by accident

- with the conquest of Algeria after 1830. Saint-Domingue
(now Haiti), which was finally lost under Napoleon, was the
veritable jewel of a tropical empire in the West IndiesS of

hich only unimportant fragments now remain. ( In the
eighteenth century two thirds of the external commerce of
France was with her eolonies. }{Just before the World War
the figure was & trifle imore than one tenth, having risen from
about one seventeenth since the proclamation of tariff au-
tonomy for Algeria in 1866. The eighteenth-century co-
lonial empire was constantly in the back of the French minds
occupied with creating & new one a few decades later, at the
same time continuing to administer certain fragments of the’

old.
tAnhur Girault ‘)who is probably the foremost authority on
France's colonial policies, [summarizes the ideas on the sub-
ject under three heads: subjection, autonomy, and assimila-~ .
tion. Political autonomy Hiag eirried with it tariff autonomy,
and a policy of assimilation tends to work through *“tariff
assimilatiou,? by which M. Girault means the attempt to
treat ““colonial territory as a part of the national territory.”
1 The Colonial Tariff Policy of France, printed by the Oxford University Press
in 1916 for the Carnegie Endowment for International Peace. His great work
in the Principes de colontsation et da Mgirlati loniale. The firet edition
(1895) was in one volume, the number increasing to five in the fifth edition
(1926), the fourth volume (on Algeria) being published in Junuary, 1927.
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This tariff policy, he declares, “has twice triumphed in
‘France because it was the logical consequence of a prin-
ciple.” { First the free-trade ideas of the Physioerats trif .
umphed’in the French Revolution. Then came Napoleon,
who reéstablished slavery and colonial exclusion, and lost the
oversea empire partly as the result of a monstrous attempti .
at economic isolation.” A policy of “mitigated exclusion”
fitted in with the era of protectionism which followed,) When
it was decided in 1834 to keep Algeria, 8 new problem was
created — an entering wedge of favoring provisions which
developed tariff policies along the general lines of their previ-
ous evolution. { The Second Empire (1852-70) established
the principle of autonomy, which worked very well with the
comparatively low tariffs of this period}

The mere fact that the Republic which still exists was
then set up may be put down as a minor and indeterminaté
factor in the co of development taken by the vast eco-
nomic empire. { A long and severe business erisis began in
1882, bringing with it a wave of protectionist enthusiasm.

" Parallel to the working-out of this new economie policy to-
ward the outside world went the growth of the empire, until
at the outbreak of the World War it had many more people/
than France herself, and covered twenty times as much of
the earth’s surface. As the French raised their tariff wall
thus tending to throw them back upon their home market, as
well as to protect it, the question of its boundaries became
acute. ‘‘To-agsimilate” the colonies into it meant to raise
tariff walls there also— as low as possible on the side of

ance and as high ag practicable elsewhere,

It was the high tariffs of 1892 which brought the practical 1
problems into the field of immediate action,* though earlier

1 Girault, The Colomial Tariff Pokicy of France, chap. v, especially p. 94 £. A
glance through the mass of technical material on the policies under the Third
Republie, covering over 200 pages of this work, will suggest the reason why any

iderable detail is impossible here. There ia a good brief summary of the
economic life of the colonies in Busson, Fdvre, ot Hawser: La France of ses colo-
nm (1920), pp. 490-688, with bibliographical suggestions, Girault's volume in
the Carnegie Endowmente French serles, promised for 1927, will deal with the
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regulations had paved the way.} Algeria is still treated ag a -
half-assimilated colony, though politically speaking it isnot s
colony at all. Tunis and Moroceo have a nominal independ-
ence as protectorates, with their own tariff systems, worked
out under French “advice,” to fit in with that of the protect-
ing country. They are under the Foreign Ministry instead
of the Colonial Ministry (established in 1894), and there bas
been endless trouble in connection with their trade with Al-
geria (whose Governor-General is under the Minister of the
Interior), as well as with the colonies proper. Thui_there
are three more or less distinet: systems of control in the over-
\sea possessions. Algeria, the protectorates, and the colonies
are usua%y dealt with separately in France’s commercial
treatles

" After the creation of a special Ministry for the Colonies in
1894, ““tariff assimilation” became a looser and more general
policy than had been envisaged in the purely academie and
logical stage. Tariff autonomy had been discredited by
abuses, and did not fit the new European system of econorhic
nationalism, but a modified form erept back under the name
of “tariff personality.’ Each colony is allowed to have cer-
tain peculiarities within the general aimg, which are watched
over by the Colonial Ministry in Paris, )

C North Africa feeds the milling industry of southern France,
and to a lesser extent certain others, such as slaughtering and
packing. French industry enjoys a threefold advantage in
that market. First, the mere fact that the administration is
French and much of the private business either French or
tied to France financially swings many contracts. Second,

. tariff legislationt in the two protectorates, d¥awn up under

French ““advice,” undoubtedly makes a difference. Finally,
France is really close to North Afriea, and enjoys many eco-
nomic advantages on account of the ease of communication.
Some of the other territories are not so satisfactory as exten~

war and post-war perioda. A\lgluunBemudbudomthuwrywaﬂfor
North Africa in chapter 1x of his volume in the same saries: L’A/nquduwd
pendant la guerre (1927),
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sions of the market for French industrial products. Indo-
"China is relatively close to China, Japan, and India, which
tend to take her heavier agricultural produce, such as rice.
This colony is also in the British, Dutch, and Japanese lanes
of maritime commerce. Besides taking ranufactures of
other than French origin, it has shown a decided tendency to
build up industries of its own, notably textiles.

In 1913 France’s trade with her empire was roughly one
eighth of the whole of her external commerce. All these|
possessions put together were less important as a market
than the United KingdomJTheir value as potential man-
power in case of war goes without.gaying. There is little
French blood to spare, snd these oéﬁrsea subjects remain
largely alien in language, customs, and religion. (The tariff-
assimilated colonies — three fourths of the whole in terms of
trade in the twentieth century!— have been almost uni-
formly dissatisfied with their lot, and the fraction left unas-
gimilated as uniformly contented. )As Girault remarks,? “ as-|
simllation” is a nice word for a mild form of the ancient
French policy of subjection, the chief distinction being that
protection hag taken the place of prohibition. A tariff im-
pediment to trade in Europe may hurt some competitor more
than it does the framer, but any distant colony to which it i
applied is the main sufferer. To shut out Chinese, or even
Japanese, goods from Indo-China means to raise prices, cut
consumption, and hurt Indo-Chinese trade. The exclusion
of English and German goods may even hurt French trade,
where the French merchant ean sell the foreign produet and.
not the domestic one at the prices asked. Finally, to hamper
British, Dutch, and German commerce may rebound upoh .
French industry, whose products they would be willing to
carry. China will use more French goods the freer trade is
with Indo-China. The net result of restrictions to com-
merce, where they substitute long hauls and high prices for

1 Some, especially i in Africa, had wﬁemhztoue (non-assimilated) because of

ted colonies was ex-
wn%a:, but ncvar made o0 oompleu.
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short hauls and low prices, is to keep the colony poor in order
that nobody may share in its prosperity.
Proteetionism in the contemporary world is used ostensibly

‘ for the purpose of building up home industries. Its defense

is that the good it does in this way outweighs any injury to
trade. When its walls are erected piecemeal around the
world, however, trade and transport inevitably become the
big factors, and 1t“ reminds us more and more of an older type
of Mereantilism. /
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‘¢ .CHAPTER XI
COMMERCIAL DEVELOPMENT SINCE 1800 — GREAT
BRITAIN, FRANCE, AND GERMANY

CHARACTERISTICS OF THE PERIOD

A rong course of historical development may culminate in
such a volume of change within a few decades as to constitute
almost a revolution. If the term ‘““Industrial Revolution”
is to continue in use, the safest and most conservative mean-

,ing to give it is the shift from the earlier domination of in-

"dustry by commerce to the domination of commerce by in-

.dustry. This had largely taken place by the middle of the

. nineteenth century. Extreme caution is necessary even if
the term is used in this restricted and rather definite sense,
We start with a predominantly commerecial organization of
business, and large-scale industry develops with the expan-
sion and intensive development of national and international
markets. The whole series of economic changes involved is
also inextricably bound up with improvements in transport
facilities. To separate industry from the commerce through
which its products are demanded snd taken is always arti-
ficial, though sometimes necessary for convenience. If we
remmember constantly that all business is enterprise, carried
on by people with the wants of other people in mind, the sub-
ject-matter of economic history need not break to picces in
our hands, even though we classify one activity as manu-
facturing, a second s trade, & third as transport, and so on.
Those who organized and carried on business in the seven-,

" teenth century had very much the same practical purpose in
view ag their successors to-day, and the change in the sum
total of methods and tools has been quite gradual. The'
constant thing is the one to follow. It never leaves us in mid-
air, ag might occur if we tried merely to trace the develop-
ment of a machine back to the time when it did not exist.

We have seen how maritime commerce outgrew the single
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voyage of a ship, or even a fleet, in the seventeenth century,
The great trading companies organized the markets at both
endswf their routes, keeping stocks of goods which were car-
ried away and replenished constantly. Bulkier things, of
less value for weight, were moved as the cost of transport fell,
This tendency increased, especially in the period taken as the
subject of the present chapter, though it was apparent long
before the Industrial Revolution. During the second half of
the nineteenth century, trade in the necessaries of life and in
those bulky articles which constitute the basis of modern in-
dustrial organization — such as coal, iron ore, and the pro-
ducts of the metallyrgical industriein—expanded as in no pre-
vious period, The railway and the steamship were vital
factors in this situation. Viewed as a whole, with its back-
ground of manufacturing, it constituted something like a
“new industrial revolution,” or whatever else we may choose
to call it.

Increased speed in transport; cheapening of freight rates
introduction of better facilities for handling beavy and bulky
commodities; the substitution of steel for iron rails; improve;
ments in the construction of locomotives; greater tonnage ca-
pacity of steam vessels (made possible through increased size
and the saving of tonnage space for fuel); the introduction off
refrigeration in land and ocean transport — these and many
other changes of recent years permit the wide distribution of
a8 variety of goods which could have been marketed only
within a comparatively emall area not so many years ago.
Changes in the pogtal services, especially the reduction in/
postage, and the extended utilization of the electric telegraph,!
cable, and wireless, have also contributed their share to com-
mercial progress. The development of the motor car has
brought the highway back into its own. '

The establishment of scheduled freight and passenger lines
both on land and sea has added regularity as well as certainty
to distribution, both of which were lacking in the early trade
relations of the world. Banking institutions for the finane~
ing of foreign and domestic shipinerts have been perfected

0 »
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and multiplied, and the prineiple of insurance has been vastly
extended. All this is reflected in an increased quantity and
Variety of goods consumed, and hence in an extension df the
market, which could bardly have been imagined in 1800,

< THE BASIS OF INTERNATIONAL TRADE

The basis of international trade is found in the relative
superiority, natural or acquired, of one nation over another
in the production of particular goods. This superiority is
rarely simple to calculate in practice. It may be founded on
the limited geographical distribution of certain natural re-
sources over the earth or on the climatic unsuitability of the
purchasing country, Even in such cases the obstacles to
production are often partial. It may be expensive but not
impossible to produce the commodity imported, in the quan~
titiesrequired. For example, France has found it practicable

- for many years to mine some of the coal her industries re-

quire, but impracticable to produce it all, though perhaps not
impossible. She can buy some of it cheaper abroad than she
could mine it under poor conditions. The positive side of
this is that her people are more profitably employed at other
things. Similarly, Great Britain’s advantages in other
things are greater than in wheat-growing, though she raises
_ some wheat. Her especially good climatic conditions for
textile production tell more heavily in some grades and types
of goods than in others. . Some possible competitors, as well
ag some importing countries, could do a good deal toward
duplicating them artificially within factory walls where the
difference is not too great. Distance may overcome such ad-
vantages, or tariffs cancel them so far as a foreign home mar-
ket is concerned. It should always be remembered that the
_bulk of the world’s commerece is either domestic or among the
great trading nations themselves. They are each other’s best
customers, There are many produects, such as coffes, tea,
gpices, and cotton, rubber, and various other raw materials,
which are restricted by climate and soil conditions. Coal,
iron, petroleum, and many other minerals are of course found
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only in certain areas. Some international trade is permanent
and unavoidable in the nature of the case.

Afsomewhat different situation arises when a nation be-
comes industrially powerful, not because of the possession of
natural resources, but rather owing to the acquisition of a
high degree of technical skill. This is rare in just this form,
since the skill usually grows up sround the resources, thongh
it may remain behind after these have largely disappesred,
a8 in the case of the French silk industry. Germany’s over-
whelming position in certain branches of chemical manu-
facturing before the war was due to both factors. The great
trading nations of the past, whexNommerce still dominated
industry, were of course essentially competitors in the distri-
i bution rather than in the production of goods. Exclusive of

those things in the production of which there is a natural
monopoly, competition exists to-day between nations which
come nearer than ever before to manufacturing the same
things under the same conditions. In so far as this is true, it
accounts for an intensity of competition unknown even at
the opening of the nineteenth century.

As long as only two or three nations were highly industrial-
ized — we might single out Great Britain and Belgium be-
fore the middle of the nineteenth century — production seemed
to be incapable of keeping up with the steady growth of .
world markets. The spread of manufactured wares was ac-~
companied by increasingly successful attempts to imitate
them in countries where imports had already built up a
market. This had been true even of Oriental goods in
medieval Europe. Colonizing countries in the seventeenth
and eighteenth centuries had also struggled in vain against
the rise of manufacturing where a steady demand had been
created, and one of the greatest initial obstacles of a purely
business type thus overcome already.

BRITISH TRADE AND THE DIFFUSION OF THE FACTORY SYSTEM

In a situation such as that deseribed above, there are al-
ways some pains of readjustment.. If the market continues
. .
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to grow, as the figures leave no doubt that it did throughout
the nineteenth century and beyond, the original producer
should be able o turn to other goods, where the naturaland
acquired advantages are decisive, and to still others when
these are successfully imitated abroad. The superiority,
which is relative, will tend to be ironed out in the long run,
but this generally turns out to be extremely long in practice.
A good deal of confusion may be avoided by considering the
Industrial Revolution always as a gingle series of changes in
relation to a world market. Thus there was no French,
German, or Russian Industrial Revolution, but only the
Industrial Revolution as it spread to those countries and ad-
justed iteelf to their peculiar conditions. These conditions

" were quite different from what they would have been had the

factory system not been introduced first elsewhere and con-
tinued to develop new aspects in the countries where it was
well established. On the other hand, the plaints of British
manufacturers and traders who eould not adjust themselves to
the changed situation must not, be allowed to obscure the fact
that Great Britain's economie structure continued to grow,
among others which robbed it of some of its solitary eminence,

England was the home country of the factory system. To
this early start, and the continuance of many advantages
which help to account for it, were added a commercial policy

- extremely well adapted to the needs of business men, and the

careful management of a growing eolonial empire. In spite
of the rise of American and German foreign trade, English
leadership was maintained throughout the nineteenth cen-
tury, even though British industry and commerce ¢ould not
hold their relative weight in an expansion which had spread
g0 widely over the world. At the opening of the nineteenth
century England was not-far from the possibility of self-
sufficiency; by the close she was irreparably dependent upon
trade for part of her food supply. This type of ressoning
applies only to wars and other emergencies, as no country can
continue self-sufficing in the modern W(urld without erippling
its economic development. /
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The growth in British import and export trade during the
first half of the century was notable. Beginning with a total
of £24,927,684 in 1801, the official value of the exports of
British and Irish manufactures and produce rose to £164,~
539,504 in 1849. In the same period imports of colonial and.
foreign merchandise advanced from £31,786,262 to £103,-
874,607.' During the second half of the century there was
an even greater increase in the total value and volume of
considerably.

Previous to 1860 the leading import commodities included
tobacco, rice, iron bars, wine, tallpw, flax, coffee, and spirits.
These were now displaced by meat'and meat animals, leather,
chemicals, cotton, wool, silk, flax, iron and steel manufae-
tures, iron ore, and paper. The changes in the export trade
were equally significant. A marked advance took place in
the export of cotton goods, With the increasing extension of
factory methods to the metallurgical industries, exports of
iron and steel products increased ‘appreciably — especially
after Bessemer steel began to come into the market. Woolen
and linen textiles, chemicals, leather goods, and pottery like~
wise assumed importance in the export trade.

As suggested above, the declining percentage of world-trade
enjoyed by Great Britain during the final two decades of the
century was to be expected. The way to clear up the mystery
about this common and confusing proposition is to turn it
around: it is really the rise of industry and trade in Germany
and elsewhere, looked at wrong side first. All of Great
Britain’s now numerous competitors put together enjoyed a
somewhat larger percentage of the trade with her own
colonies than formerly. The trade of these possessions in~
creased 80 enormously, however; and Great Britain's trade
with them at the same time, that it is impossible to accept
this as evidence of decadence. India was all the more pro-
sperous for her trade with Belgium, the Netherlands, Ger-
many, and France, and, far from being the loser by that pro-

1 Figures from Porter, G. R. (Hirst ed.): The Progress of the Naiton, p. 477.
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sperity, Great Britain profited by it in innumerable ways, be-
sides remaining in the first position by a very wide margin.

8o much for Great Britain’s relative position in world
trade. 'We must not make the mistake of thinking we are
comparing her with Germany as, for example, of 1914, when
we are really contrasting the Germany of 1914 with the
Germany of 1870. Other nations besides Great Britain .
forged ahead rapidly during that period mainly because their
natural advantages had rerosined undeveloped; she more
slowly because she had covered so much of this ground al-
ready, and found her potential and actual economic develop-
ment more nearly in line with each other. War-time and
post-war events, including the establishment of the Dawes

" Plan, enabled foreign experts to find out from intimate con-
tact how much German economic efficiency had been over-
dramatized. Foreigners had read the complaints — which
were sometimes merely the excuses of unsuccessful salesmen
— concerning the superiority of German methods, and paid
less attention to the similar complaints of Germans about
the inferiority of the same methods, with which the pre-war
files of such journals as Weltverkehr are replete.

Two factors in the rise of Germany were especially embar-:
rassing to British competitors: (1) A new factory system
naturally has less obsolete machinery in it than an old one.
(2) Germany could use tariff proteetion to an extent that an
old trading nation with & far-flung colonial empire could not.
The whole fabric of Continental tariffs affected that particu-
lar group of markets for certain British goods. Of the effects
upon the British export market as a whole, we cannot be so
certain. A tariffl may protect the home market at the ex- .
pense of keeping a fringe of relatively inefficient plants in
operation and raising the average cost of production. Dump-
ing is limited by the prices and quantities which the domestic
market will stand, and a relatively bigh average cost of pro-
duction may actually benefit the free-trade foreign competi-~
torin the longrun. There is no doubt that German salesmen
and agents made themselves particularly agreeable tq Latin~
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American, Asiatic and African clients, and extended credit
accommodations in some cases which British competitors
were unwilling to duplicate. These credit facilities were at
the expense of a certain sacrifice of safety. It is a more or
less disagreeable fact also that white Europe has superim~
posed her authority upon the peoples of Africa and Asia; and
it was easier for a European people not responsible for main-
taining that authority to be agreeable than for those which
were. . .

The commercial relations of Great Britain to the rest of the.
wworld have been vastly different from those of most other
nations. This is due largely to the age of her industrial order
and to the part played in it by carrying charges and the re-
turns on exported capital. The growth o:gdreign trade dur-
ing forty years up to 1920, and the exceSs of imports over
exports, are suggested by the following condensed table:

VaLug orF Brerse Inrorts anp Exvorrs, 188010192
Foreign and colonial produce included in exports (ten-year averages,

in thousands of pounds sterling)
TuronTe Exvowre
18801889, ., .0 000 vs se.vy 393,551 202,736
18901899 . 297,986
1900-1909. 409,537
1910-1919, 603,128

Francis W. Hirst ? puts the usual explanation of the sig-
nificance of the excess of imports over exports in simple
terms, following studies of the facts made by Sir Robert
Giffin in 1882 and 1898, and by the Board of Trade in 1902:

... The excess value of British imports over British exports
mounted from 132 millions sterling in 1893 to 184 millions sterling

1 To avoid the distortion of the figures for 1910-14 by the later ones of the
dacade, when the war and the fluctuations of the pound affected them, the
five-year averages for 1910~14 should be mentioned separately. For imports,
this average was 713,685, and for exports §70,198. The import balance, as
well a8 the imports and exports themselves, is of eourse exaggerated by ex-
pressing it in depreciated pounds. Y¥n 1924 the import balance was about two -
and & half times that of 1913, but the pound was not stabilized until May, 1925,
North Ireland was included in the statistics from April 1, 1923, The figures
are not atrictly comparable with those for 1918,

8 Porter, op. cit. (Hirst ed.), pp. 622 ff,

N L]
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in 1902, and the average for the ten years was 161 millions. In/y
most of these years we imported more gold than we exported, and,
the average annual excess of gold imports over gold exports was 6,
millions sterling. Taking the excess at 160 millions, about %
millions is on account of the earnings of our ¢arrying trade — bot!
shipowners and underwriters. This great sum of course does not
enter info the returns of foreign trade. Another 90 millions, ac-
cording to the estimate of Sir Robert Giffin in 1898, was repre~
sented by interest on investments abroad against which, however,
was to be set our new capital invested abroad every year. For just
28 the interest on investment comes in commodity imports (chiefly
of food and raw materials), so our new eapital exported abroad goes
in the form of commodity exports (chiefly of railway material,«”
machinery, and other manufactured articles), so that the excess of
imports over exports is swollen by the interest on our investments

" and reduced by our new investments. Supposing the shipping and
investment imports to remain stationary, it is certain that an in-
crease of imports will involve an increase of exports and vice versa,

Great Britain’s best customers in 1924 were first India,
then, following in this order, the United States, Germany,
Australia, France, the Irish Free State, Belgium, the Nether-
lands, South Africa, Canada, Argentina, Japan, New Zea~
land, China, and Italy. Expressed in millions of pounds
sterling, the first six were in the class of 50 and over, with
India at the top with 91.6. Of the fifteen mentioned, six
were in the Empire, occupying first, fourth, sixth, ninth,
tenth, and thirteenth places. 'While the political ties cannot

~be disregarded, their importance must not be overestimated.
If they were released overnight, with a perpetual guarantee
that they should not fall under the tutelage of some other

. power, these areas would continue to trade with Great Brit-
ain, and it is hard to believe that the volume would change
radically. Something will be said later concerning the in-
fluence, mild so_far, of “imperial preference.” The main
factors in her predominance in these markets, as in many

v others, would seem to be her old and highly organized com-
mercial system — backed by an equally powerful industrial
order and the accumulated habits and good will of her
customers. In spite of the inroads of the war and post-war
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riods, she still has enormous investments abroad, and is by
E):r the greatest ocean carrier of the world.

Only by comparisons can such astronomical figures as
those representing the millions of tons of British shipping be
made to serve even ss useful symbols of the actual and rela~
tive power over the movement of goods which they are sup-
posed to convey. We are only beginning to translate them
into terms of everyday experience when we watch one little
tramp steamer spend days in dropping a few hundred boxes
and bales of merchandise and taking on part of a cargo of
coffee or sugar for consumption thousands of miles and many

months away.

Of the 21 millions of tons of registered shipping in the world
in 1890, Great Britain had about 8 millions, Germany 1%,
and France 1. By 1914 the total was 49 millions, of which
Great Britain had 194, Germany 5}, and France 2§. If
we take steam tonnage alone, Great Britain had very nearly
half of it in 1914. Some idea of the growth of these three
merchant fleets since 1870 may be gained from the following

table:

Brrriss, GerMaN, Anp Frenoe Mercwant Fueers, 1870-1914
(Round pumbers, in millions of gross tons, steam and eail, vessels of
100 tons and over, a8 given in Lloyd's Regiater)

1870. .......

Note that Great Britain’s tonnage was about the same in
1925 as in 1914, though the world totsl had risen from 49
millions to over 64 millions. The British, French, and Ger-

THE MERCHANT MARINE

Unrrsn Knvanos Grnaaxy
...... 5.61 .98
Lo B.67 1.18
.her 1.43

. 9.30 1,94

. 13.66 2.9

. 19.26 5.46
21.03 3.22
18.83 .67
19.29 1.88
...... 19.44 3.07

)
)

2

EEEEE- 1

:
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man tonnage added together was about 27 millions in 1914,
and actually about & million less in 1925, Germany’s decline
more than making up for France'’s inerease. Obviously the
comparison is not complete without taking some note of
the powers which, put together, had gained over 16 million
tons.

The United States got nearly 7 millions of this. Wehad
about 44 millions tons in 1870, nearly 8 millions in 1914, and
15% millions in 1925 — or within about 4 millions of Great
Britain. Japan rose to third place during the war and recon-
struction period, in round figures from 1§ million tons to 4,
giving her much the largest percentage of increase. She was
not in the registry in 1870, and had only .03 (30,000 tons) in
" 1880. The following rough table of the shipping of other
powers will give an idea of the changes in the relative posi-
tions of Great Britain, France, and Germany since 1870:

Smreping oF OTEER Grear Manrrive Powess, 1870-1925

(Millions of tons)
1014 19%
7.92 15,37
1.70 3.92
. 1.7 3.02
Norway......coovvnnnn 1. 2.50 2.68
The Nethetlands. . ..... .38 1.49 2.60

Great Britain's ships were larger and faster than the world’
average st all these dates, so that her supremacy has been
more pronounced than the figures indicate. If we count the
French empire and the territories annexed after the war,
the growth of France as a world power has greatly outstripped
that of her commercial fleet. 'The most striking cases are
those of the United States, Germany, Japan, the Netherlands,
Norway, and Italy.

¥ BRITISH TRADE POLICY

Although s slight relaxation in the stringent regulations
surrounding British trade oceurred earlier, it was not until
1823 that steps were taken to liberate commercial activity in

»



COMMERCIAL DEVELOPMENT SINCE 1800 621

the Reciprocity of Duties Bill. By this act the Govemnmm;l
was authorized to enter into agreements with foreign nations'
for the purpose of eliminating the restrictions on foreign trade
contained in the Navigation Laws in return for the with-
drawal of similar laws against British merchants. In 1824
treaties were negotiated with Prussia, the Netherlands, and
Denmark; in the following year with the Hansa towns, with
Franee in 1826, and with Austria in 1829. The Navigation
+ Acts thus lost many of their obnoxious features.

Of even greater importance was the elimination of import
and export restrictions. For centuries British trade had\
been struggling under a plost burdensome system of protec-
tion. Hundreds of duties were collected at the opening of the
nineteenth century from both imports and exports. Popular
opposition to the tariff centered largely about the Corn Laws,

, but the restrictive system as a whole weighed heavilytipon
| consumer and merchant. Dutles imposed upon imported -
foodstuffs met with determined opposition owing to the food
shortage in Ireland, especially in the forties (1845-46). The
duties on manufactured goods were substantially reduced in
1825 and the years immediately following; the rates upon
raw materials were lowered, and at the same time export
duties were almost completely withdrawn. Gilbert Slater,
commenting upon the reduction of the import duty on manu-
factured silks, makes the following interesting observation

concerning conditions under the old tariff schedule:* .
. .. The importation of silk goods had been actually prohibitive;
ith the result that English ladies were so convinced of the superi-
rity of the French silks, which they were not allowed to buy, that,
in order to induce them to buy the native wares, merchants found
it necessary to take them out to sea and smuggle them back into
the country, Huskisson allowed importation of French silks at &
duty of 30 percént ad valorem, with a congequence that the British
silk manufacturer revived and even a flourishing export trade to
France began.

Under the leadership of Sir Robert Peel, duties upon hun-
dreds of imported commodities were either completely w1th-

1 The Making of Modern England, p. 75:

e
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drawn or substantially reduced between 1842 and 1845.
Peel's greatest accomplishment, however, was the repeal of
the Corn Laws (1846-49). In 1852 and again in 1860,
Gladstone earried the policy of: trade liberation to the point
where Great Britain practically enjoyed free trade, the few
dutiable articles that remsained. after 1860 (forty-eight in
number) being levied essentially for revenue purposes.
{The hope or expectation that all the nations of the world
would ultimately introduce a free-trade policy proved illu-

ssory. Alone among the largest commercial nations, Great
‘Britain has maintained her policy of free trade, even in the
‘face of opposition on the part of a few of her statesmen who

were digcouraged by the rise of protection abroad and who

" felt that British industry would be successful in a struggle

with foreign manufacturers only by similar means.” Such
agitation arose periodically before the war, underwent some-
thing of a revival during the struggle, and even figured in the
downfell of a Conservative Ministry as late as the end of
1923 ;{but the opposition to protection always proved very

. strong in Great Britain. Not only did it go against the tradi-

ERY

tional policy of the country, but the practical difficulties of
the change would be enormous and the long-time effects hard
to calculate. Besides the question of prineiple, there is al-
ways the stumbling-block of economic relations between the

" home country and the other parts of the Empire.

( Great Britain could hardly establish protection without

‘some kind of an adjustment at least with India and the Do-

minions, which are somewhat more than mere good custom-
ers. Proposals have been made to organize a customs union
to include the whole British Empire. Colonial preferences,
for admitting British goods at special rates, have been sug-
gested, and even adopted in some degree. One limit upon
this type of arrangement is imposed by the increasing indus-
trial development of the colonies. A sufficient market for

. such goods ¢an hardly be expected in the United Kingdom.

The colonies moust think of their home markets, and also
build up business with countries outside the Empire.! When
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a protective tariff is talked of in Great Britain, it does not
mean a whole system of protected manufactures, but rather a
freedom to make provision, together with the oversea pos-
sessions, for certain emergencies which keep rising because
there is protection elsewhere in the world. Such tariffs are
most effective in rapidly growing young industrial powers,
where almost, the entire emphasis is on keeping the home
market and conquering those in which some very special ad-
vantage exists, such as nearness or a particularly neat balance
of complementary resources. Very few serious students of
the problem in Great Brita.in{ doubt,_the advantages of free
trade among mature industrial nations, or for that matter in
the world at large, but some would abandon the rigid prinei-
ple in order to facilitate dealing with the details of 4 situation
in which ‘general free trade does not yet exist.) But the
dangers of such a relaxation are not imaginary. Poliisis a
realm of more or less rigid principles, on account of the clumn-
siness of public’ opinion in masses of people. U Protection
would itself tend to be exploited as a “prineiple” if admitted
atall. Industries would overexpand, and exert pressure upon
the Government through publicity and mass opinion when
the pinch came. There are innumerable special interests in'
any political unit which make protection like a snowball roll-{
ing downhill. In the end, it may lead to the maintenance;
of inefficient plants, high production costs, an artificial divi-
sion of labor, and serious trouble in competing for distant .
trade.>

¢('The posf-war situation presented special difficulties, due
to an abnormal state of the world market, reacting especially
upon British trade in cogl, a severe crisis following 1920, and
exaggerated protectionism on the Continent and elsewhere.
Continental protection was artificially supported for the time
being by currency inflation, enabling some countries to dump
goods into the world market without being able to estimate
‘the ultimate cost. Like her protectionist neighbors, Great
Britain was hampered in reaching the American market by
higher duties. American industry was in an extraordinarily

Y
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strong position because of the size of this market, undivided
by tariff walls; and the difficulties of exporting through the
single one which surrounded the United States were par-
tially compensated by the mass production which domestie
buying made possible. The main problem here for Great
Britain is a very serious one. She may have to improve her

¢ productive machinery and organization somewhat radically
in order to allow the advantages in exporting which free trade
gives her to balance the really vast power of American mass
production; but a move toward larger-scale methods needs a
particularly broad market, and this is just what the post-war
situation hag failed to provide.

GERMAN TRADE DEVELOPMENT AND COMMERCIAL POLICY

+ Though the Nepoleonic wars had brought about some con~
solidation and paved the way for much more, Germany was
still in fragments in the early part of the nineteenth century.

¢ Hampered by political subdivision and internal tariff walls,
she was still shut out from the economie position which her
resources and situation entitled her to expect. The rates set
up by the Prussian tariff of 1818 represented a fairly com-
plete reversal of policy. This law sought to attain moderate
protection for manufactures, combined with the free admis.
sion of certain raw materials. Owing to a government
moncpoly, the importation of salt and of playing cards was
prohibited; otherwise, the trade restrictions were far less op-
pressive than those imposed by other German States. Prus-
gia extended her economic influence by entering into agre::)
ments with Schwarzburg-Sondershausen (1819), Schwar
burg-Rudolstadt (1822), Lippe (1826), Sachsén-Weimar and
Eisenach (1828), and with & number of other small States. )

{"The advantages of s liberal trade policy were soon recog-'
nized outside of Prussia, and led to the organization of various
commereial leagues., Bavaria and Wirtemberg formed such
£ union in 1827, Another group comprised the States of
Brunswick, Hannover, Saxony, Nassau, and the free cities of
Hamburg and Bremen.) From time to time these alliances
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were able to induce other States to become members of their
respective organizations.
(Thm rapid consolidation of Germa.ny into formidable com-
mercial leagues was soon followed by a treaty, ratified in
1833, between seventeen States, including Prussia, Bavaria, .
and Wiirtemberg. Thus the famous Zollverein or tariff union
came into existence. Through the addition of new members,
its influence was gradually extended to include practically
all of German territory by 1852, Its aims were almost en~
tirely economie, though in theend it paved the way to com- .
plete national unity under the leadership of Prussia. The
elimination of internal trade restrictions gave encouragement
to the development of manufactures through the extension
of the domestic market, and opportunities for the expansion
of commerce soon opened. Previous to 1843 the tariffs
adopted by the Zollverein were moderate, closely tollowing
the provisions of the Prussian system set up in 1818.
Beginning in 1843 a policy of moderate protectionism wag |
followed for about ten years, supported by the arguments of ’
Frederick List, who ardently advocated protection a3 a means
of encouragmg new industries. In 1853 and subsequent
years, duties within the Zollverein were again reduced, and
liberal trade agreements entered into with Austria (1853) and
France (1862). The adoption of such a policy was undoubt~
edly regarded by Prussia as economically advantageous, but
it was also a political weapon which might be used in case of a
possible attempt on the part of Austria to become a member
of the Zollverein and wrest from Prussia her leadership. The
Zollverein was renewed every twelve years until the outbreak
of the war with Austria in 1866, A new agreement between
the members of the North German Confederation and the
Statea of southern Germany was successfully concluded in
1867.! Free importation of many raw materials and moder-
ate duties on imported manufactures were provided for. This
liberal trade policy was maintained until the tariff revision
following the Franco-Prussian War. T
1 Only B and Hamburg refused to becoms memb
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A low taniff seemed to be irreconcilable with efforts to
reate a strong industrial state. Protection became s vital
Essue in the seventies, when competition with foreign coun-
ries began to interfere with domestic industry. The unpre-
cedented industrial activity throughout Germany following
the Franco-Prussian War, succeeded by a serious industrial
depression, gave new energy to the advocates of protec~
tion. To. permit the infant industries of the country to
compete with their more formidable rivals, a revised tariff
was adopted (1879), which gave protection to industry as
well as to agriculture. Still heavier duties were imposed in
1890 and in 1902. The liberal trade policy of the Zollverein
had now completely disappeared and protection was main-
tained even after the infant industries had become firmly
jestablished. Behind a high protective wall German industry

“was thus left fo work out its own destiny.

COMMERCIAYL DEVELOPMENT OF GERMANY

&}erman commerce underwent a complete change during
the period of industrial expansion. Esportation of manu-
factures and importation of essential foodstuffs, raw ma~
terials, and semi-manufactured goods increased rapidly. It
soon became apparent that Germany would develop much the
same industries upon which the prosperity of England rested.
In so far as this was the case, commercial success de-

pended upon the ability to produce goods at lower prices.’

Exact duplication, or even near enough to it for the competi-
tion to be absolutely direct, will never apply in any actual
situation except to certain kinds of goods. Standard grades
of coarse textiles are an obvious example. High-grade cut-
lery, rubber vehicle tires, timepieces, shoes, motor cars, opti-
cal goods, and such standardized chemicals as those used in
photography are others which will come immediately to
mind.  Even in these lines there was always considerable
specialization. (Germany exported some cotton yarns even
to England and imported others from there. The perfection
of knitting machinery in Germany, coupled with her superi-

~
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ority in black dyes, led her to emphasize certain goods at the
expense of others, leading to a division of labor rather than to
cut-throat competition with Great Britain. Likewise in’
watches, the Germans went in for the cheap but solid grades
which adapted themselves to machine processes.) In the
American “dollar watch” type they were supreme in Europe,
and with this went an enormous development of the manu-
facture of desk, alarm, and light wall clocks. { Germany was
vstrong in the calicoes and machine-made laces, but weak on
ginghams, fine muslins, and embroidery.
Ward German commercial and industrial prospenty asv
growing at the expense of England was a one-sided view all;
too prevalent before the war. At the outset the Germans got}
rather a bad reputation for marketing extremely cheap imi-’
tations of standard products. They had to take what trade
they could get and make the goods they could sell4vhile the
market grew up and adjusted itself to their presence in it.
While they competed directly, with similar goods, in some
old markets, in general their foreign trade was a new and
added element in world commerce, not & mere diversion of
business to new channels. Germany had a natural advan
age in certain undeveloped markets, such as those of eastern
and southeastern Europe. In opening up new outlets for ex~ -
ports she also added new streams of imports to world trade,
buying about as much as she sold, and adding to the pro-
sperity of highly industrialized nations as well as the others.)
Much which has been popularized as peculiar in German
business organization loses its mystery if we seek the peculi-
arities in the markets she particularly eultivated. {Eastern
Europe needed and demanded different credit accommoda~
tions from those required by British India, Canada, or Aus-
tralia, for example. Both the credit machinery and the «
types of goods demanded by many of Germany’s customers
were in turn reflected in the organization of production. Fi-
nally, her richest industrial regions lay quite close to fron-
tiers. This affected both economic and military organiza-
tion and policy, especially after France and Russia made their.
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military alliance in the early nineties. Peace-time conserip-
tion, leading to nations of trained soldiers, was the standard
Continental policy. It was especially strong combined with
mass production in industry.?

The following table will give an idea of the growth of Ger-
man foreign trade after 1875:

VALUE oF GreMAN Exrorts AN IMponTs

(Special trade)
Turorms Exrorrs
(millions of (millions of
- marks) marks)
1875-1884 (10-year average)...... 3.45 2.98
1885-1894 (10-year average)...... 3.7 3.19
1895-1904 (10-year average)...... 5.43 4,34
18051913 (D-year average)....... 8.91 7.39

* Special trade i» net, exclusive of goods for retaport — that is, German producs erported
and foreign produce {including raw Is) & d for German

The figures for 1923 were 6.081 millions for imports and
6.079 for exports; for 1924, 9.38 for imports and 6.57 for ex-
ports. These are confusing because of the disordered cur-
rency and price situation. On the basis of volume, Ger-
many’s foreign trade from 1919 to 1924 was not more than
40 per cent as large as in 1913. The general post-war situa~
tion has been discussed above, in the chapter on *German
Industry.”

Germany’s excess of imports over exports before the war
was due to much the same elements as noted above in the
case of Great Britain, notably “invisible exports’’ such as -
ghipping services and foreign investments. Among imports
which stood out prominently at the opening of the twentieth
century were grain, wool, cotton, and timber. The more im-
portant exports were hardware, cotion manufactures, coal
(the only raw material extensively exported), beet sugar, and
the produets of the chemical industry. Owing to the produe-
tion of certain specialized commaodities, especially chemicals,v
Germany was able to carry on an active trade even with
those countries which had beeome highly industrialized.

As to shipbyilding, only one or two remarks need be added
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to what has already been stated.! German shipbuilding was
on the decline early in the nineteenth century, due to the
growmg searcity of available timber among other causes, re«
viving with the development of the iron and steel industry.
From the table cited above it will be seen that the tonnage
rose to nearly 5% millipns in 1914, but much of it was within
reach of the Allies during the war, the drop for the period be-
ing more than 2 millions. Under the provisions of the peace
treaty, Germany lost all vessels over 1600 tons, half of those
between 1000 and 1600, and a fourth of her fishing fleet and
trawlers. At the low point of 1920, she had less than 700,000
tons, of which total more than a third consisted of sailing ships, 12+
As the steam tonnage was rapidly built up by building and '
purchase, sailing eraft dropped to their proper position of in-
significance, making up less than 3 per cent of a total tonnage
of 24 millions in 1923. The 3 millicns mark was passed in
1925, the tonnage practically equaling that of 1918, but re.
*maining more than 2 million tons below that of 1914, Of the
quality of this new fleet, Joseph 8. Davis, a close observer of
the European situation since the armistice, wrote in 1924:%
““[The] German fleet approaches three million gross tons, as
compared with five millions before the war, but in adaptation,
efficiency, and economy it is superior not only to the pre-war
fleet but probably to that of any other nation to-day.”

FRENCH COMMERCIAL POLICY

‘France emerged from the Napoleonie wars with her manu-
facturers clamoring for tariff protection. It was granted in .-
1816 to the yarn, textile, and iron industries. To encourage
ool-growing a tax was imposed upon raw wool. These
.events were less the foreshadowing of a new policy than the
continuation of old ones. The various codes of Napoleon's
time had been compiled with serupulous attention to the
legislation of the Old Régime} In France of the Restoration
period, it is often impossible to tell whether the forces at work

1 See tables on pp, 819-20 above, and comments upon them, passim.
1 “ Eonomic and Financial Progress in Europe, 1923-24," in The Review of
Eeonamic Staastw. July, 1924, p, 220,
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were those of the eighteenth century systematized, those of
/xhe Revolution itself, or some obscure combination of the two.
_ Protection had its bitter enemiés as well as its spongors. The
“rates on iron and a number of other commodities were sub-
stantially raised in 1822, and again in 1826. In spite of a
strong free-trade influence — partially old French, Physio-
cratic and Revolutionary, partially English, following Adam
Smith and encouraged by the gradual disappearance of trade
restrictions across the Channel — it is safe to say that the
-Eoteetxomst _policy had the upper hand to 1848.

Under the Second Empu'e (1852-70) the above tendency
declined.) As noted in the last chapter, this was the period
of tariff autonomy in colonial policies. In the early fifties du~
ties upon foodstuffs, coal, iron, steel, and a number of other
raw materials were reduced. The Cobden Treaty of 1860

ith England marked a radical de _Qarture from the earlier
protectionism. It established reassonably low rates for nu-
merous commodities important in the trade between the two
countries. Within the next half-dozen years France entered
into commercial agreements with practically all of the more
important European countries. |

| (‘The disastrous effects of the Franco-Prussian War led to a.
renewal of agitation for protection. The loss of Alsace-Lor-
raine had seriously dislocated several of the more 1mportant
industries. Free trade was bitterly attacked as injurious to
the industrial interests of the nation. This agitation culmin-
ated in the passage of the Tariff Act of 1881, which imposed
fairly heavy duties upon manufactures. Most raw materials
were not included, nor were the interests of the agricultural
element looked after. The Government adopted a policy of -
paying bounties on domestic shipbuilding, and treaties were
again arranged granting “most-favored-nation” treatment
tg]; Jarge number of foreign countries. )

e in part to the eriais in 1882, followed by a period of de-
pressxon, there was much dissatisfaction with the new tariff,~
Many agriculturists had been in distress even earlier, and at-
tempts were now made piecemeal to improve their condition
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by legislation. The rates on manufactured goods were
deemed too low,)especnally the effective ones remaining after
the va.nous treaties had beeh negotiated. (Fmally, in 1892,
these'were raised, and agricultural produce was given ‘Tnore

systematic protection. The prineiple of maximum y and mini- fo

mum rate schedules was established, with the intention of
jgranting foreign nations the privilege of paying the lowest
duties on condition that they would remove or avoid diserim-
inating duties on French goods) This tarif marked a shift
in colonial policy also, as noted in the last chapter, the aim
now being *““tariff assimilation” rather than sutonomy.
{The Tariff Act of/lQL()jolIowed the general lines laid down
in 1892. The provisions for'maximum and minimum rates
were retained. Greater protection was secured through the
raising of the minimum charged the most favored nation; and
at the same time higher maximum rates were introduced,
operating as an added inducement in bringing foreign nations
to make terms,/ Some commodities which had recently be-

{
|

{

come important in trade were added to the protected list. (To ~

encourage industry, duties upon raw materials were generally
omitted, as in the case of the earlier acts.} The adequate pro-
vigion which had been made for the agricultural interests in
previous laws obviated the necessity of a general revision of
thét, part of the schedules.

uch was the situation at the outbreak of the war. Franco-{.

German trade was on the most-favored-nation basis, exclud-!
ing by treaty all possibility of its injury by elther pa.rtyg
through the adoption of special tariff conventions) The two’
countries were recognized as economically complementary.
_Even under those conditions there was much dissatisfaction
among bu,siness men in both nations at the difficulties which
remained; and f‘ widespread belief that tany of them could
be removed. ©A tariff congress was held in Paris early in
June, 1914, attended by prominent statesmen and business
men of both nationalities. Within two months the nations
were at each other’s throats, and the French Comilé back of
the movement foundered. In 1919 France adopted by law a

M —y—--
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" Laystem of commercial treaties based on the idea of separate
" reciprocity agreements instead of most-favored-nation treat-
iment. Under the peace treaty France kept her privileges in

German trade without reciprocity until 1925, when they ex-
pired. It was not until 1926 that the two nationgmade the
initial practical steps tofput their commercial relations on a
vireaty basis of mutual eooperation. Thus they found them-
selves again in sight of the tentative and unsatisfactory goal.
reached half a generation earlier.

Analysis of import and export statistics shows that in 1913
. France still imported many basic