THE CAMBRIDGE
ECONOMIC HISTORY
OF EUROPE

VIII. THE INDUSTRIAL
ECONOMIES:
THE DEVELOPMENT OF
ECONOMIC AND
SOCIAL POLICIES




THE
CAMBRIDGE
ECONOMIC HISTORY

GENERAL EDITORS: M. M. POSTAN, Late Professor Emeritus of

Economic History in the University of Cambridge; . c. COLEMAN,

Professor Emeritus of Economic History in the University of

Cambridge; and PETER MATHIAS, Master of Downing College,
Cambridge

VOLUME VIII

Cambridge Histories Online © Cambridge University Press, 2008



Cambridge Histories Online © Cambridge University Press, 2008



THE

CAMBRIDGE
ECONOMIC HISTORY
OF EUROPE

VOLUME VIII

THE INDUSTRIAL ECONOMIES:
THE DEVELOPMENT OF
ECONOMIC AND SOCIAL POLICIES

EDITED BY

PETER MATHIAS

Master of Downing College, Cambridge

AND

SIDNEY POLLARD

Professor of Economic History, University of Bielefeld

CAMBRIDGE UNIVERSITY PRESS

CAMBRIDGE
NEW YORK NEW ROCHELLE
MELBOURNE SYDNEY

Cambridge Histories Online © Cambridge University Press, 2008



Published by the Press Syndicate of the University of Cambridge
The Pitt Building, Trumpington Street, Cambridge cB2 1rP
32 East §7th Street, New York, NY 10022, USA
10 Stamford Road, Oakleigh, Melbourne 3166, Australia

© Cambridge University Press 1989
First published 1989
Printed in Great Britain at the University Press, Cambridge

British Library cataloguing in publication data

The Cambridge economic history of Europe.
Vol. 8: The industrial economies: the development
of economic and social policies.

1. Europe — Economic conditions
1. Mathias, Peter 1. Pollard, Sidney
330.94 HC240

Library of Congress cataloguing in publication data

The Cambridge economic history of Europe.
Include bibliography.

Contents: v. 1. The agrarian life of the Middle
Ages. — v. 2. Trade and industry in the Middle
Ages— — v. 8. The industrial economies.

1. Europe — Economic conditions. 2. Europe — History.
1. Mathias, Peter, ed.

11. Pollard, Sidney, ed.

HC240.C312 330.94 66—66029

ISBN O $21 22504 3

SE

Cambridge Histories Online © Cambridge University Press, 2008



CONTENTS

List of figures
List of tables

By Paui BairocH, Professor of Economic History, University of Geneva

I

III
v

VI

Vil

VIII
IX

CHAPTER 1

European trade policy, 1815-1914

Translated by Susan Burke

General introduction

The movement towards liberalism in the United
Kingdom, 1815—46

The influence of British liberalism, 1846—60

The phase of European free trade, 1860—79

The return to protectionism on the continent, 1879-92
The strengthening of protectionism in continental
Europe and the continuation of liberalism in Great
Britain, 1892—-1914

Protectionism and the development of institutions for
the promotion of foreign trade

Colonial trade policies

Labour movements and trade policies

Trade policies of the rest of the world

CHAPTER II

Commercial policy between the wars

page xii

xiii

23
36
SI

69
94
103

127
137

161

By CHARLES P. KINDLEBERGER, Ford International Professor of Economics,
Emeritus, Massachusetts Institute of Technology, and Visiting Sachar Professor of

I
I
111

Economics, Brandeis University

War and post-war reconstruction
Normalization of world trade
The disintegration of world trade

v

Cambridge Histories Online © Cambridge University Press, 2008

161
166
170



vi

v

II
1
v

VI
VII

VII

~ 1
II
I
v
\Y

CONTENTS

The disintegration of the world economy
World trading systems

CHAPTER 111

International financial policy and the gold standard,
1870—1914

By A. G. Forp, Professor of Economics, University of Warwick

Introduction

Basic gold standard elements

Institutional arrangements

Mechanisms of adjustment

Behaviour of monetary authorities

Stabilizing elements and British experience
Experiences elsewhere — France, Germany, Canada,
and Argentina

Conclusions

CHAPTER IV

The gold standard and national financial policies,

1913-39
By D. E. M0oGGRIDGE, Professor of Economics, University of Toronto
The war
Reconstruction

The operation of the reconstructed system
The slump
Disintegration

CHAPTER V

Taxation and public finance: Britain, France, and
Germany

188
190

197

197
197
201
206
215§
226

235
248

250

250
257
278
295
208

315

By D. E. SCHREMMER, Professor of Economic and Social History, University of

Heidelberg, and Director, Institute of Social and Economic History, Heidelberg

1I
11
v

Translated by Walter Stemn

Tax system and national budget in Britain

Tax system and national budget in France

Tax system and state budget in Prussia

The fiscal economy of the German Reich and the
relationship between Reich and member states

Cambridge Histories Online © Cambridge University Press, 2008

315
364
407

464



CONTENTS vii

CHAPTER VI

State policy toward labour and labour organizations,

1830-1939: Anglo-American union movements 495

By JouN H. M. LASLETT, Professor of History, University of California, Los

Angeles
I Introduction 495
II The character of the labour force 498
II First efforts at organization $OI
IV Developments in the American South and West 505
V  Utopian socialism and other reform movements 509
VI The growth of craft unionism on both sides of the

Atlantic S12
VII Trade unions and the role of the state 516

VIII Socialism and syndicalism: the Socialist Party of
America, the Labour Party, and the Industrial Workers

of the World 520
IX The First World War and the 1920s $27
X The great depression, the New Deal, and British

consolidation 535
XI Conclusions 543

CHAPTER VII
Labour and the state on the continent, 1800-1939  $49

By G. V. RIMLINGER, Professor of Economics, Rice University

[ Introduction 549
II Labour in early industrialization 550
III  Struggles over principles and ideologies 562
IV Advanced industrialization 580
V Developments in other countries 595

CHAPTER VIII

British public policy, 1776-1939 . 607

By S. G. CHECKLAND, late Professor Emeritus of Economic History, University
of Glasgow

I The four transitions 607

I Policy, industrialization, and war, 1776-1815 607

Cambridge Histories Online © Cambridge University Press, 2008



viii CONTENTS

IIT  Assimilating the industrial revolution, 1815—51 612
IV The Victorian apogée, 185174 616
V  The challenge of maturity, 1874-1914 619
VI War and the troubled peace, 1914-39 628
VII The policy pattern in 1939 638

CHAPTER IX
American economic policy, 18651939 641

By WiLiiam LETWIN, Professor of Political Science, London School of
Economics and Political Science

I The general character of American economic policy 641
I Branches of American economic policy 653
III Conclusion 689

CHAPTER X
Economic and social policy in France 691

By T. KeMP, former Reader in Economic History, University of Hull

I Introduction 691
II The legacy of the old regime 693
HI Economic and social policy in the revolutionary
decade 698
IV The Napoleonic imprint 706
V Liberalism, protection, and state intervention,
1815—50 711
VI State intervention and free trade under the Second
Empire 718
VII The apogée of economic liberalism, 1870—-1914 726
VIII  War, instability, and crisis, 1914-39 738

CHAPTER XI
German economic and social policy, 1815-1939 752

By VoLkER HENTSCHEL, Professor of Economics, University of Mainz
Translated by Walter Stern

I Introduction: principles of economic structure,

theory, and policy in Germany, 1815~1939 752
II  Economic and social policy in the states of the German
Federation 756

Cambridge Histories Online © Cambridge University Press, 2008



CONTENTS ix

Il Economic and social policy during the Empire and the

Weimar Republic until 1930 773
IV Economic and social policy during the crisis of 19303 801
V  Economic and social policy during the Third Reich:

continuities and new beginnings 806

CHAPTER XII

Economic policy and economic development in

Austria~Hungary, 1867-1913 814

By Scott M. EDDIE, Professor of Economics, University of Toronto
I Introduction 814
I Trade and tariff policy 824
III Financial policy 844
IV Agricultural policy 858
V Industrial promotion 865
VI Railway policy 876
VII Summary and speculations 882

CHAPTER XIII

East-central and south-east Europe, 191939 887

By Avrice TeicHovA, Emeritus Professor of Economic History, University of
East Anglia

I Introduction 887

I State policies: continuity and discontinuity 893

1III Land reforms 897

IV Promotion of investment and industry 904

V  The quest for capital 911

VI The quest for credits 927

VII The quest for markets 939

VIII Economic and social policies and infrastructures 962

IX Conclusion 982

CHAPTER XIV
Economic and social policy in the USSR, 191741 984

By R. W. Davies, Professor of Soviet Economic Studies, Centre for Russian
and East European Studies, University of Birmingham

The background: objectives and environment 984
I First steps to socialism, November 1917—-March 1918 990

Cambridge Histories Online © Cambridge University Press, 2008



X CONTENTS

I The attempt to consolidate, March—April 1918 994
IV War Communism, 1918~19 995
V The false start, 1920 1004
VI The introduction of the New Economic Policy,
1921—4 1008
VII Planning and the market, 19216 101§
VII The grain crisis, 19278 1024
IX Forced industrialization, 1928—41 1026
X Soviet socialism in perspective 1044

CHAPTER XV
Economic and social policy in Sweden,
1850—-1939 1048

By LENNART JORBERG, Professor of Economic History, University of Lund, and
OrLe KraNz, Professor of Economic History, University of Lund
i Translated by Paul Britten Austin

I Introduction 1048

II  Economic growth and fluctuations 1049
Il Pre-1870 1054
IV 187090 1059
V  1900-30 1066
VI Post-1930 1087
VII Concluding remarks 1103

CHAPTER XVI

Aspects of economic and social policy in Japan,
1868—194s5 1106

By SEYMOUR A. BROADBRIDGE, Professorial Research Associate, Japan Research
Centre, School of Oriental and African Studies, University of London

I Introduction 1106

II  Economic modernization, 1868—1914 1107
Il Foreign economic relations and their consequences,

1806—1914 199 £

IV Social policy 1122

V  The First World War and its aftermath, 1914—32 1127

VI Economic policy, 1932—45: the struggle for power 1136

VII Conclusion and epilogue 1144

Cambridge Histories Online © Cambridge University Press, 2008



CONTENTS xi
Bibliographies

Chapter1, p. 1146; Chapter 11, p. 1153; Chapter m, p. 1156; Chapter1v, p.
1158; Chapter v, p. 1165; Chapter vi, p. 1176; Chapter vi, p. 1181;
Chapter v, p. 1187; Chapter 1x, p. 1188; Chapter x, p. 1191; Chapter
xn1, p. 1196; Chapter x1v, p. 1199; Chapter xv, p. 1204; Chapter xvI,
p.1207.

Index 1211

Cambridge Histories Online © Cambridge University Press, 2008



10

I1

12

13
14

15

FIGURES

Great Britain: economic fluctuations, 1870-1914

France: balance of payments components,
1880—-1914

Germany: balance of payments and investment,
1880—1914

Germany and France: fluctuations in exports and
imports, 1880—1914

Canada: trade and capital formation, 190013
Canada: fluctuations in balance of payments
components and monetary responses, 1900—13
Indices of wholesale prices for industrialized
countries, 1924—38

Pitt’s form of general statement of income, 1799
Secular changes in the quotas of state expenditure
in Great Britain, France, Prussia, and the German
Reich

The Habsburg monarchy on the eve of the First
World War

Annual manufacturing production in Romania,
Hungary, Poland, and Czechoslovakia, 1913-38
Shares of total production and of employment in
Sweden, 1861—-1970

Export ratio fixed prices in Sweden, 1861-1975
Balance on current account and average Bank Rate
in Sweden, 1900—31

Percentage of unemployment in Sweden, 1911-75

xii

Cambridge Histories Online © Cambridge University Press, 2008

page

232
238
239

240
242

243
280
332
362
886
941

10§52
1053

1070
1077



TABLES

CHAPTER 1

1

I0

II

12

13
14

IS

16

17

Total population, Gross National Product and
exports of the European countries in 1840 and 1910
Share of intra-European trade in total European
trade

Summary of commercial policies in selected
European countries around 1820

Indicators of economic development of European
countries around 1860

Average levels of duties on manufactured products
in 1875

Annual rate of growth of different sectors
according to tariff policies and economic periods
United Kingdom foreign trade of manufactured
goods with industrial Europe

Share of customs revenues in total central (or
federal) government revenue for selected countries
Some indicators of import tariff levels in 1913
United Kingdom trade in manufactured goods
Annual rate of growth of exports and Gross
National Product by countries and periods in
relation to commercial policy change

Evolution of the numbers of active chambers of
commerce abroad

Evolution of the importance of colonies, 1826-1913
Type of dominant import tariff system in the main
colonies around 1913

Relative shares of colonial trade for mother
countries and for colonies in 1913

Indicators of tariff levels in 1913 in different types
of country

Ratio of import duties to imports in the United
States for significant commercial policy periods

xiil

Cambridge Histories Online © Cambridge University Press, 2008

page 3

36
42
44
53
59
76
85
90

98
10§

125
127
139

141



Xiv

TABLES

CHAPTER I1

18

Proportions of world trade balanced bilaterally and
multilaterally

CHAPTER III

19

20
21
22

Official gold, silver, and foreign exchange reserves,
1913

Official holdings of foreign exchange, 1913
Changes in Bank Rates

Annual changes in international and domestic assets,
1880—1913

CHAPTER 1V

23
24

25

26

27
28

29

30

31

Price changes, 1913/14—1920

Changes in international investment positions,
1914-19

International reserves, selected countries, 1913,
1918, 192§

Indices of prices and costs for selected European
countries and the United States, 1925—32
Changes in reserves for selected countries, 1925—31
Indices of prices and costs for selected European
countries and the United States, 1931-8

Indices of December exchange rates in dollars for
selected European currencies, 19308

Changes in gold reserves for selected European
countries, 19318

Changes in capital flows over two slumps

CHAPTER V

32

33
34
35
36
37

38

Financing of British public expenditure by loans,
taxes, etc., 1689—-1820

Key figures of (net) Great Britain budget, 1705—92
Approximate yield of some principal taxes, 17923
Estimated incomes around 1798

Structure of tax revenues, 1815

Change in the base of indirect taxation, excise, and
customs duties

Revenue and expenditure of the United Kingdom,
181642

Cambridge Histories Online © Cambridge University Press, 2008

189

204
205§
236

237

253
254
256

279
291

306
3o7

308
313

320
326
328
330
338

340

342



39
40
41
42

43
44

45

46
47

48
49
o)
sI
52
53
54
55
56
57
58
59

60
61
62
63

64

TABLES

Abatements and allowances from actual incomes,
1913

Normal and reduced rates of tax chargeable on
taxable income, 1913

Income assessed to, and receipts from, income tax,
1842-95

Calendar year estimates of taxable income,
1855—1914

Public debt and Gross National Product, 1820—1913
Tax burden per capita of United Kingdom
population, 1912/13

Revenue and expenditure of the United Kingdom,
1843-1913/20 budgets

Teachers and pupils

The British Empire, 1910-11: public budgets, debts,
area, and population

The French budget around 1780

Public revenue, 1813 (Napoleon’s last budget)
Public expenditure, 1814 (Louis XVIID’s first
budget)

Tax revenue, 1885

Structure of French tax revenue, 1913 and 1925
Public debt and Gross National Product, 18001913
French public revenue (résultats généraux des budgets),
1801—1913

French public expenditure (résultats généraux des
budgets), 1801—1913

Public expenditure on public works in France and
Britain

Public expenditure on education, arts, and science
in France and Great Britain

Expenditure of state and inferior local authorities in
France and Britain

Tax revenue of state and inferior local authorities in
France and Britain

The French Empire around 1913

Indicators of Prussian state finances, 1688—1806
General budget of the Prussian treasury, around
1740

Structure of Prussian budget revenue, 1800 and
1812

Prussia’s surface area and population

Cambridge Histories Online © Cambridge University Press, 2008

Xv

343
344
350

352
354

355

358
361

366
370
377

377
392
397
398
402
403
404
404
405
406
408
415
415

416
417



xvi

65
66

68
69
70
71

72
73
74

75
76

77
78
79
8o
81
82

86
87

88
89
90
91
92
93

94
95

TABLES

Yield of graduated tax, 1822—47

Contribution of the four classes to graduated tax
yield, 182138

Structure of Prussia’s tax revenue, 1816 and 1821
Prussia’s state budget, 1821

Prussia’s state expenditure, 1821-50

Prussia’s state revenue,1821-50

Average tax incidence on taxable aggregate income,
1890, 1893

Distribution of taxable incomes, 1900

Sources of taxable income, 1901

Incidence of direct taxes as percentage of earned
and unearned incomes, 1874 and 1914

Earned and unearned incomes in the German Reich,
1874 and 1914

Incidence of state and local authority taxation,
1900—8

Public debt and national income, 1794—1913
Prussia’s state revenue, 1847—70

Prussia’s state expenditure, 1847-70

Prussia’s state revenue, 1875—1913

Prussia’s state expenditure, 1875—1913
Percentage distribution of male population in
Prussia with no schooling (illiterates) and with eight
years of schooling, 1800—76

Male students in Prussia, 1822—1911

Public expenditure on education, 18641911
Financial settlement between Reich and member
states, 1872—1913/19

The Reich debt, 1877—1914

Indebtedness of major countries, 1914—18:
international comparison

Indebtedness of all territorial authorities in the
German Reich, 1914 and 1919

Last pre-war budget of the North German
Federation, 1870

First Reich budget, 1872

Total Reich expenditure, 18761913
Expenditure of Reich, member states, and local
authorities, 1907

Reich expenditure for civil purposes, 1872—1913
Ordinary Reich revenue, 18721913

Structure of public revenues of Reich, member
states, and local authorities, 1913

Cambridge Histories Online © Cambridge University Press, 2008

432

432
434
435
437
438

446
446
447

450
450

451
454
456
458
460
462

463
463
464

468
469

470
470
471
471
474
475
476
480

482



96
97

98
99

TABLES

Taxation systems of the German member states:
revenue according to the budgets of 1908
Cumulative budget for the African colonies,
1893—1913

Budgets of the German protectorates, 1914
Colonial possessions of European powers, 1914

CHAPTER VII

100
101

Trade-union membership in Germany, 1892—1913
First social insurance laws in continental Europe

CHAPTER XI

102
103

104

Public expenditure in Prussia

Share of public expenditure in Net National
Product, 1875—1930

Functional subdivision of public expenditure,
18751930

CHAPTER XII

105
106
107
108

109
110

ITI

112
113

I14
115

116

117

118

119

Comparison of rates of growth of real output

Net domestic product per capita

Share of various countries in total European exports
Austria—Hungary’s treaty relations with her major
European trading partners

Structure of Austro-Hungarian trade

Comparison of tariff levels, 1913

Distribution of central government income by
source

Distribution of central government expenditure
Grain imports into Austria—Hungary for milling
traffic

Growth rates of Austrian industrial output
Hungarian industrial production as proportion of
Austrian industrial production

Structure of production of five major industries in
Austria and Hungary

Comparative growth rates of Austrian and
Hungarian manufacturing

Annual average spent on direct industrial
promotion and industrial education

Expansion of railway network in Austria—Hungary

Cambridge Histories Online © Cambridge University Press, 2008

xvii

490
492

493
494

579
599

758
775

775

818
820
829
830
833
842

846
8s0

864
866

867
868
869

874
877



Xviil

TABLES

CHAPTER XIII

120
I21

122

123

124

125§
126

127
128

129

130
131

133a

133b

134
135

136
137
138

139

National income per head

Percentage distribution of the gainfully occupied
population in six European countries

Ethnic distribution and religious affiliation around
1930

Origin of foreign investments in joint-stock capital
of Czechoslovakia, Poland, Bulgaria, and
Yugoslavia, 1937

Comparative data of long-term foreign investment
in six east-central and south-east European
countries, 1937

Credit financing of aid deliveries, 31 December
1918—31 December 1923

Total foreign debt and its distribution in six east-
central and south-east European countries, 1931/2
Excerpts from balances of international payments
Changes in totals and per capita amounts of foreign
debt between 1931—2 and 1937

Size of trade decline during the crisis

General tariff levels in Europe, 1913—31

Trade of the area with Germany, France, Italy,
United Kingdom, United States, and
Czechoslovakia, 1922, 1929, 1933, 1937
Discrepancy between debt service and income from
foreign trade in east-central and south-east Europe,
1931

Germany’s trade with seven east-central and south-
east European states

Percentages of total foreign trade of seven states
transacted in 1929 and 1937

Shares of consumer goods in total imports

Length of railway lines per 100 km?2 and rolling
stock per 1,000 head of population between 1921
and 1936

Passenger cars, buses, lorries, and tractor trailers per
1,000 inhabitants, 1929 and 1937

Telephone extensions per 1,000 inhabitants, 1928
and 1937

Rural/urban distribution of population in Eastern
Europe

Comparative expenditure on public health,
education, and defence, 1928/9-1938/9

Cambridge Histories Online © Cambridge University Press, 2008

890
891

894

923

924

926

933
936

938

940
943

946

948
949
949
957
965
966
967
968

970



140

141
142

TABLES

Types and numbers of schools in six east-central
and south-east European countries between the
wars

Illiterate population, 10 years and over, both sexes
Infant mortality rate, hospital beds, and physicians
in six east-central and south-east European
countries, 1921 and 1937

CHAPTER X1V

143

144
145

Production per capita in the Russian Empire in
1913 and China in 1952

State grain collections in 1916/17-1922/23

Number of persons employed in selected sectors of
the Soviet economy

CHAPTER XV

146

147
148

149

150

Annual percentual per capita growth in Gross
National Product and total consumption

Net balance on current account of Gross National
Product, 1871-1910

Average annual increase in the total population of
Sweden and in the age-group 15—64, 1890—1950
Assistance given to the unemployed, according to
the Unemployment Commission and occupied in
public works

State and municipal expenditure on health and
medical care and social services, 1904—58

CHAPTER XVI

I51a

1s1b
152a
152b

Percentage of government expenditure on the
military

Percentage distribution of government expenditure
Index of industrial production

Index of employment

Cambridge Histories Online © Cambridge University Press, 2008

xix

974
975

978

988
993

1032

1050
1069

1076

1082

1086

1120
1120
1138
1138



Cambridge Histories Online © Cambridge University Press, 2008



CHAPTER

European trade policy, 18151914

I.  General introduction

The analysis of European trade policy in the nineteenth century is of
particular interest. This was not only the century in which the various
mechanisms, institutions, and theories of modern trade policy took
shape, but also a time when the growth of foreign trade was not just
extremely rapid, but actually exceeded the growth in production. It has
perhaps not been sufficiently recognized that at the end of the nineteenth
century (which we take to end in 1914, asis the usual practice) the relative
importance of exports in relation to the Gross National Product reached
alevel in Europe that it has not equalled since (if one excepts the period of
upheaval linked to the recent oil price increases).

The nineteenth century saw both the flourishing of liberalism in
theories of international trade, and the development of modern protec-
tionism. The nature and structures of tariff legislation changed consider-
ably. Former prohibitions on imports and exports disappeared almost
entirely, as did export duties and the very wide-ranging privileges
granted to national shipping interests. But, at the same time, new
networks of preference were set up, as a result of the creation of
numerous colonial empires.

The rapid expansion of trade was the cause but also partly the result of
these changes of policy. Between 1815 and 1914 the total volume of
exports in Europe probably multiplied by nearly forty-fold, whereas
during the previous century it had at the most doubled or trebled. In the
70 years after 1914 the volume of exports was only multiplied by a little
below 12 times. In terms of annual growth rates, this works out at 3.9 per
cent from 1830 to 1913 and 3.5 per cent from 1913 to 1986.! Whereas at
the beginning of the nineteenth century exports represented only some 3
per cent of the Gross National Product, in 1913 this figure reached 14 per
cent; in 1970, though, it was only 12 per cent (and only 6 per cent around
1938). It is clear that there have been considerable changes, and an

! The low rate for 1913 to 1986 is obviously largely explained by the effects of the two wars, the
crisis period of the 1930s and the partial withdrawal from world trade of the economies of

Eastern Europe. From 1953 to 1986 the volume of European exports increased by about 7.1 per
cent per annum.
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2 EUROPEAN TRADE POLICY, 1815—1914

understanding of European economic policy in this period is therefore
important.

In the first instance, the limits of this study must be defined, since the
term ‘trade policy’ is currently used in a wider sense than will be
employed in this chapter. Trade policy is dealt with at national level
rather than at the level of individual firms and industries. Similarly, we
are concerned with international commercial relations rather than with
the admittedly very limited area of internal trade policies. Since, in the
nineteenth century even more than today, international trade policy was
very closely linked with tariff policies, which therefore have an impor-
tant place in this study, all the more so since we do not have, at the
moment, any general tariff history of nineteenth-century Europe which
covers most countries.? It also goes without saying that the space given to
each country depends on its commercial importance rather than on its
demographic or even economic strength. As can be seen from Table 1,
these various factors do not necessarily coincide. In 1840, for example,
three countries (United Kingdom, France, and Germany) were responsi-
ble for 62 per cent of European exports, although their populations
represented only 36 per cent. In 1910, Belgium, with 7 million inhabi-
tants, exported more products than Russia with 153 million.

The chapter is not confined to a linear account of tariff policies in the
various European states, but tariff history is integrated into the analysis of
general economic development, in particular that of foreign trade and
the theoretical debates. Certain aspects that go beyond tariff policy
as such are also touched on, notably navigation policies and the
organization of institutions connected with foreign trade. However, this
chapter is neither a history of European foreign trade, nor an account of
international trade theories, still less a study of the relations during the
nineteenth century between foreign trade and economic growth — even
though part of the material used was collected for a study which had
precisely this aim.3

The next five sections of the chapter are based on changes in tariff
policies, since these form the core of the analysis.# Section 11 centres on the
movement towards free trade in the United Kingdom, and therefore
covers the period from 1815 to 1846, a period which saw the establish-
ment of British economic supremacy. The years 1846—60, essentially
marked by the efforts of the United Kingdom and of national pressure
groups to extend free trade policies to the European continent, are the
subject of section 11. Section 1v is concerned with what may be called the

2 The only exception as far as I know is the work of K. Graf, Die zollpolitischen Zielsetzungen im
Wandel der Geschichte (St Gallen, 1970). But only about 80 pages are devoted to nineteenth-
century Europe, and certain countries and problems are not discussed.

3 P. Bairoch, Commerce extérieur et développement économique de I’ Europe au XIXe siécle (Paris, 1976).

4 Ishould like to acknowledge the indirect collaboration of the students in my seminars on foreign
trade and tariff policy in Europe in the academic years 1972/3 and 1975/6.
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GENERAL INTRODUCTION 3

Table 1. Total population, Gross National Product, and exports of
European countries in 1840 and 1910

1840 1910
Gross Gross
National National

Population® Product? Exports’ Population® Product’ Exports’

Austria—Hungary 31.3 (8,100) 43 55.1 (24,600) 482
Belgium 4.1 (1,400) 29 7.4 5,700 629
Bulgaria (2.7) (s30) — 4.3 (1,300) 28
Denmark 1.3 (320) 7 2.8 2,100 131
Finland 1.4 (300) 2 3.1 1,400 55
France 34.2 10,700 150 39.5 26,100 1,160
Germany 31.2 (8,300)  (135) 64.6 47,700 1,760
Greece 1.0 (200) 1 2.8 940 25
Italy 22,0 (5,500) (60) 34.4 14,700 396
Norway 1.2 (310) (9) 2.4 (1,300) 71
Portugal 3.7 (1,000) 7 5.9 (1,900) 36
Romania (3-8) (760) (13) 6.9 (2,300) 11§
Russia (66.0) (12,200) 67 152.7 (46,000) 772
Serbia (1.4) (280) — 2.5 (700) 20
Spain (14.4) (3,800) (19) 19.8 7,900 186
Sweden 3.1 (780) 13 5.5 3,400 1831
Switzerland 2.2 (600) (40) 3.8 3,100 228
The Netherlands 2.9 (1,000) (20) 5.9 (4,100) 349
United Kingdom 26.5 10,750 254 44.9 43,300 2,049
Europe 257.8 67,000 870 464.4 240,000 8,650
United States 17.1 (10,600) 116 92.4 117,800 1,790
Notes:

4 In millions of persons.

b In millions of 1960 US dollars and prices (three-year annual averages).

¢ 1n millions of current dollars and prices (three-year annual averages).

The degree of rounding off of figures does not imply a correspondingly low margin of
error. Figures in parentheses have a higher margin of error than other figures for the same
periods.

—=Not available throughout tables.

Sources: Author’s computations and estimates from material assembled for P. Bairoch,
Commerce extérieur et développement économique de I’ Europe au XIXe siécle (Paris, 1976);
P. Bairoch: “World’s Gross National Product 1800—1985 (Computations Estimates and
Guesses)’; to appear.

liberal period in Europe, which goes roughly from 1860 to 1879, and in
the middle of which begins the ‘great depression’ of the European
economy. The years 1879—92 were characterized by a return to protec-
tionism in most countries on the European continent, and section v deals
with this. The period 1892—~1914, which saw an acceleration in the rate of
trade and production, was also a time of increased protectionism in most
continental countries; this forms the subject of section vi.
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4 EUROPEAN TRADE POLICY, I8I5—I9I4

Following these five chronological sections — which divide the history
of European trade policy into relatively homogenous periods — are four
sections devoted to problems which straddle one or more of these
periods. Section vil concerns the development of institutions for the
promotion of foreign trade. European colonial trade policies form the
subject of section viIL. Section 1x considers the position of the socialist and
labour parties with regard to trade policy. Finally, the last section deals
mainly with the trade policies of independent (and semi-independent)
countries outside Europe.

As can be seen from this summary, this study of trade policy is
concerned more with the relations between European countries than
with their links to the rest of the world, though the latter are not ignored
(see sections virr and 1x). This is because of the primordial importance of
intra-European trade in the past (and indeed today), when it represented
an average of two-thirds of all European trade during the nineteenth
century (see Table 2).

II. The movement towards liberalism in the
United Kingdom, 1815—46

If, to simplify matters, the sixteenth and seventeenth centuries are
described as an age of protectionism, then the eighteenth century is to be
seen as a period of transition. Policy during the first half of the century
was still closely linked with mercantilism, but after 1760 important
changes took shape. First with the Physiocrats, then with the theories of
Adam Smith, and above all with the Anglo-French commercial treaty of
1786, commercial liberalism, an integral part of laissez-faire economics,
was established if not all over Europe, at least in the trade between two of
its leading powers. But the unrealized hopes of the treaty of 1786, and
above all war, caused the eighteenth century to end with a return to
protectionism.

The wars which marked the period 1790~1815, and, in particular, the
English and French blockades which began in 1806, reinforced the
European tendencies towards protectionism at the level of government
commercial policy. However, so far as economic thought was con-
cerned, liberalism made progress. Book 1v of Smith’s The Wealth of
Nations (which, together with book v, is the longest) is essentially a
defence of free trade at the international level. Smith’s book became the
leading work in economics at the end of the eighteenth century. In
England it went through eight editions before 1800 (1776, 1778, 1784,
1786, 1789, 1791, 1793, and 1796). The first French translation dates from
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Table 2. Share of intra-European® trade in
total European trade (three-year annual
averages, except for 1986)

Exports Imports - Total foreign trade

1830 72.1 63.0 67.6
1860 67.5 61.0 64.2
1890 72.2 64.7 68.2
1900 71.1 60.7 65.5
1910 67.8 60.0 63.6
1970 72.7 71.7 72.1
1986 72.0 76.0 73.9
Note:

4 Trade between European countries.

1970 and 1986 not strictly comparable with preced-
ing data: derived from trade networks based on
destinations and origin of exports (in f.0.b. values).
Sources: 1830—1910: P. Bairoch, ‘Geographical
Structure and Trade Balance of European Foreign
Trade from 1800 to 1970°, Journal of European
Economic History, vol. m, no. 3 (Winter 1974}, pp.
557—608. 1970—86: Derived from United Nations,
Statistical Yearbook, various issues, and Monthly Bul-
letin of Statistics (June 1987; New York).

1779, and three more French translations were already made by 1802.5
The first translation into German dates from 1776—80, into Danish from
177980, into Italian from 1780, into Spanish from 1792, and into Dutch
from 1796.6

The direct or indirect successors of Smith all adopted a position
favourable to liberalism in international trade. In France in 1803 Jean-
Baptiste Say published his Traité d’économie politiqgue, which was very
largely inspired by Smith. In Britain as early as 1804 James Mill published
aliberal pamphlet while David Ricardo published his first works in 1809.

But this supremacy of liberal economic thought in Europe did not
eliminate the mercantilist type of protectionism, still less prevent the
development of a new type of protectionism. This new-style protection-
ism was related to the rising nationalisms of the early nineteenth century,
and still more important, it was the result of awareness of the process of
economic development resulting from the industrial revolution, and of
the advance of British industry. Frederic List’s National System of Political
Economy did not appear until 1841, but before this the works of the

5 C. Gide and C. Rist, Histoire des doctrines économiques depuis les Physiocrates jusqu’a nos jours, sth

edn (Paris, 1926), pp. 122—-3.
¢ Article ‘Smith’ in The Dictionary of National Biography, vol. xvin (London, 1909), p. 418.
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Table 3. Summary of commercial policies in selected European countries around 1820

Imports of manufactured

Average level

Protection of

Prohibitions  of duties (%)* agriculture Export duties Internal duties Navigation laws
Austria—Hungary Numerous ¢ Yes Yes Liberal
Denmark Rare 30 Moderate ¢ Yes Liberal
France Numerous b Moderate Rare No Protective
Portugal No IS Strict Yes ¢ Liberal
Prussia No 10 Moderate No No Liberal
Russia Numerous b Moderate Yes ‘ ¢
Spain Numerous b Strict Yes Yes Protective
Sweden (Norway) Numerous b ¢ Yes Yes ¢
Switzerland Rare 10 Moderate Yes Yes Liberal
The Netherlands (Belgium) No 7 Moderate Yes No Mildly protective
United Kingdom Rare 50 Strict Rare No Protective

Notes:

¢ Figures quoted are very approximate.
b Not at all significant in view of the importance of the prohibitions.

¢ Incomplete information or difficult to classify.
Sources: Author’s estimates from various sources.
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MOVEMENT TOWARDS BRITISH LIBERALISM, 181546 7

American Alexander Hamilton (1791), the German Adam Miiller (1809)
and the Frenchmen Jean Antoine Chaptal (1819) and Charles Dupin
(1827) should be mentioned. Most important of all, liberal thought was
attacked by a wider range of representatives of different sectors of the
economy, who, rightly or wrongly, considered it harmful to their own
particular areas of interest.

In the present state of research, it is impossible to establish accurately
either the relative importance of foreign trade in Europe in 1815 com-~
pared with that of the period before the wars of 1792—1815, or the
development between 1815 and 183 5. There was probably a fairly rapid
growth in the volume of European exports between 1815 and 1835:
around 3 or 4 per cent per annum. This rapid growth can be explained in
part in terms of a return to previous levels of trade, which was probably
achieved around 1830. What is more certain is that between 18368 and
1844—6 the volume of exports continued to increase very rapidly (3.5 per
cent per annum) compared to what probably happened in the eighteenth
century.

The situation as regards trade policy in the various European states in
1815—20 can be described as that of an ocean of protectionism surround-
ing a few liberal islands. Table 3 gives a comparative outline of the state of
trade policy in the main countries.

The three decades between 1815 and 1846 were essentially marked by
the movement towards economic liberalism in Great Britain. This
remained a very limited form of liberalism until the 1840s, and thus only
became effective when this country had nearly a century of industrial
development behind it and was some 40—60 years ahead of its neigh-
bours. A few small countries, notably The Netherlands, also showed
tendencies towards liberalism. But the rest of Europe developed a system
of defensive, protectionist policies, directed especially against British
manufactured goods. Of course, in addition to this geographical div-
ision, there were in varying degrees clashes of opinion within each
country between those in favour of, and those against, liberal policies in
foreign trade.

A. THE CORN LAWS AND THE INDUSTRIALIZATION OF THE
UNITED KINGDOM

In the United Kingdom the political struggle between the supporters of
free trade and those in favour of protectionism began more or less at the
end of the wars with France, in 1815; this was when the gentry voted in a
new Corn Law aimed at protecting local agriculture against foreign
grain imports. It should be noted that ‘Corn Laws’ were a quasi-
permanent feature of tariff history in most European countries. They had
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8 EUROPEAN TRADE POLICY, I8I§—19I4

always aimed at a precarious balance between protecting local agricul-
ture and preventing the price of bread from rising too steeply. In England
the first national laws of this kind date back to 1436. Until then imports
had been totally prohibited. From 1436, in certain cases, exports were
permitted and in 1463 certain small changes were made in the law. In
1663 the internal trade in grain was freed from restrictions and in 1670 an
embryo sliding scale was introduced. But the first law which sought to
reconcile the contradictory aims we have mentioned was Burke’s Act of
1773. This allowed the import of wheat with minimal customs duties
when the price of wheat on the home market exceeded 44 shillings per
quarter (a quarter of wheat was 217.7 kg).”

The law of 1815 fixed the price level of wheat above which imports
became free at 80 shillings, which meant that the price of food and
therefore also wages would be kept at a relatively high level. This did not
please the manufacturers who wanted to expand their exports still
further, through the combination of mechanization and low wages. This
marked the beginning of conflict between the interests of agriculture,
whose relative importance in economic life was declining, and those of
manufacturing industry, which was becoming the main sector of eco-
nomic activity. The balance of power between these two sectors and the
degree to which their interests converged was to determine the changes
in tariff policy not only in Great Britain but in practically all European
countries during the nineteenth century.

It is likely that pressure from industrialists, especially from the cotton
manufacturers, would have been greater if the government had not
abolished the East India Company’s trading monopoly with India in
1813 (see section vim). This change of policy opened up the huge Indian
market to British cotton fabrics. From practically nothing before 1813,
imports of British cotton reached § million yards per annum in 181618,
rising 20 years later to 73 million yards, in addition to some 9 thousand
million pounds of cotton thread.®

In the United Kingdom some of the most important and persuasive
economists championed free trade and hence supported the interests of
industry. In 1815 David Ricardo in his Essay on the Influence of a Low Price
of Corn on the Profits of Stock attacked the Corn Laws by emphasizing the
very high cost, to the economy as a whole, of too great a protection of
agriculture. From 1820 pressure from the advocates of free trade in-
creased, and was manifested in the so-called Merchants’ Petition drawn
up by the economist Thomas Tooke. This petition, whose real organiz-
ers were members of the Political Economy Club founded by Ricardo

7 'W. Smart, Economic Annals of the Nineteenth Century (London, 1910), p. 90; D.G. Barnes, A
History of the English Corn Laws from 1660 to 1846 (London, 1930).

8 M. Desai, ‘Demand for Cotton Textiles in Nineteenth Century India’, Indian Economic and Social
History Review, vol. vin, no. 4 (December 1971), pp. 33761 (especially pp. 347-8).
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MOVEMENT TOWARDS BRITISH LIBERALISM, 1815—46 9

and his friends to promote the ‘new’ economic thought, was presented to
the House of Commons by the influential banker, Baron Baring.

It was William Huskisson who, influenced, it seems, by the Physio-
crats during his youth spent in Paris, introduced the first liberal measures
in 1822. These led to the reduction of customs duties on raw materials and
industrial products, the suppression of import prohibitions and above all
the reform (mainly in favour of the colonies) of the notorious Naviga-
tion Acts introduced in the middle of the seventeenth century in order to
give British shipping the monopoly of British foreign trade. In 1825
there was a complete reorganization of commercial legislation; the new
tariff repealed more than 1,100 tariff acts, some of which went back to the
thirteenth century. In 1828 the sliding-scale Corn Law, which reduced
agricultural protection to a small extent, was passed. This sliding scale
was a customs mechanism, used by certain countries, whereby import
duties on corn varied in inverse relation to the level of grain prices on the
home market, and thus tended to reduce imports to the minimum, but
without provoking famines. On the other hand, when home prices
passed a certain threshold, exports of grain were prohibited so as not to
reduce the local supplies. As far as the United Kingdom was concerned,
the adoption of a sliding scale amounted to a certain reduction in
agricultural protectionism, since the lower limits of import duties were
distinctly below the general level of the period before the Corn Laws.

It should be noted that in 1822 an act had already reduced the price
level above which wheat imports (subject to customs duties, of course)
were allowed to 70 shillings per quarter, and had set up a preferential
system for Canadian wheat (allowing it to be imported whatever the
price on the home market, but subject to duties ranging from 1 to 12
shillings according to its local price). This could not lead to massive
imports because of the combination of very high transport costs and a
fairly limited supply. In 1830 Canada’s total cereal output was about
500,000 metric tons, in other words, about 4 per cent of the United
Kingdom’s output at the same period. Canadian exports to the United
Kingdom in the quarter century up to 1830 amounted to a mere 25,000
tons per annum.®

The general sliding scale in 1828 was as follows: 23s. import duty when
the home market price was 64s., 16s. 84. when the price was 69s., and 1s.
when the price reached or exceeded 73s. As the home price, though,
averaged §6s. 9d. in the decade 1830—9, and 56s. 84. in the years 18405,
and only once reached 69s., British agriculture was still protected since
imports were relatively unimportant. Even though the net balance of
wheat and flour imports in the two years following the 1828 law more

® Production figures: from M. C. Urquhart and K. A. H. Buckley (eds.), Historical Statistics of

Canada (Toronto, 1965), p. 384. Trade figures from M. G. Mulhall, The Progress of the World
(London, 1880), p. 206.
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10 EUROPEAN TRADE POLICY, 1815§—1914

than doubled compared to the five years leading up to it, it still only
represented 290,000 metric tons, or 17 kg per capita; which amounted to
only about 10 per cent of consumption.®

In other spheres, though, liberalism did make some progress. In 1833
certain reductions in import duties were introduced. As early as 1825,
Parliament again authorized the emigration of skilled workers, which
had been forbidden since 1719. On the other hand, the efforts of some
engineers to remove the ban on the export of machinery were not
successful at this time. They were opposed chiefly by the textile manu-
facturers who feared the competition such exports might lead to. This
did not, of course, prevent these same manufacturers from holding
liberal views as far as agriculture was concerned (see this and section B).

During this time British industry was increasing its lead over its rivals,
a lead which — since we are dealing with the first industrial nation — was
already considerable. Even if calculations are made for the whole of the
United Kingdom, which reduces the average level of industrialization,
this lead was remarkable. The United Kingdom, which between 1800
and 1830 contained about 8—10 per cent of the population of Europe,
produced in 1800 some 29 per cent of all pig iron in Europe, a proportion
which reached 45 per cent in 1830. The United Kingdom’s share of raw
cotton consumption went from §5—60 per cent in 1800 to 66 per cent in
1830. For the whole of the manufacturing industry United Kingdom’s
share in Europe went up from 15 per cent in 1800 to 28 per cent in 1830.
Even more important is the fact that the per capita level of industrializa-
tion exceeded in 1830 that of the rest of Europe by 250 per cent, com-~
pared to 110 per cent in 1800.1! From this we can understand the efforts
of the industrial lobby to establish a more effective system of free trade.

B. THE ANTI-CORN LAW LEAGUE AND THE ACHIEVEMENT OF
LIBERALISM IN THE UNITED KINGDOM

The main obstacle to effective free trade, however, was still the substan-
tial protection of agriculture. Since this aimed at high food prices and

10 Table of annual averages of foreign trade in wheat (and flour) in Great Britain (in thousands of

quarters):

Exports Imports Balance of imports
18237 64.8 652.4 587.6
1828-32 108.8 1,985.5 1,876.7
1833-7 191.0 973.9 782.9
1838—42 77-4 2,716.5 2,639.1

Source: J. R. McCulloch, A Dictionary of Commerce and Commercial Navigation (London, 1844),
p. 418. (Mulhall, Progress of the World, p. 134, estimates the proportion of wheat imported for
the whole period 1831—50 at 13 per cent.)

-
-

P. Bairoch, ‘International Industnalization Levels from 1750 to 1980’, Journal of European
Economic History, vol. x1, no. 2. (Autumn 1982), pp. 269—333.
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hence very low real wages, the strategy of the manufacturers, especially
those in the cotton industry, was to use the poverty of the workers to
strengthen their attack on the Corn Laws. The free traders also empha-
sized the point that by reducing the import of foreign foodstuffs from
countries with an agricultural surplus, the Corn Laws were thus reducing
the chances of exporting British manufactured goods to these countries.
The famous Anti-Corn Law League was founded in September 1838 in
Manchester.!2 Although it was a pressure group of manufacturers, the
league was led by sincere men: John Bright, and in particular, Richard
Cobden who was to be the true ‘apostle’ of free trade. The Anti-Corn
Law League quickly became very active, building its headquarters, the
Free Trade Hall, and launching into a vast programme of publications
(weeklies and others) and lectures.

The social motivation of the Anti-Corn Law League — in particular its
aim of reducing the price of bread to raise the standards of living of the
workers— was energetically disputed by the Chartists, who believed that
the campaign for cheap bread was merely an attempt on the part of the
factory owners to justify wage cuts. It should be remembered that the
years 1830—45 showed, on average, a very limited increase in real wages;
probably less than 0.5 per cent per annum. This by no means excludes the
probability of short periods when there was a drop in real wages, nor of
an overall drop in certain sectors. The position of other working-class
movements — or rather socialist movements in the widest sense of this
term — to the Anti~Corn Law League and commercial liberalism in
general, was more complex. As a general rule, the first socialist move-
ments were favourable to free trade; for, as Comby notes, ‘free trade
appears to be the corollary of a universal vision based on the abolition of
frontiers. National particularities and national conflicts are part of the
past which is to be swept away. It is impossible to imagine tariff wars
between Fourier’s phalansteries.’*3 We shall return to these problems in
more detail in section IX.

It goes without saying, however, that economic interests, and in
particular those of the cotton industry, were at the root of the action of
the Anti-Corn Law League. Bright, the son of a mill owner, went into
the family business at the age of sixteen; Cobden was first a commercial

12 There 1s often some confusion about the date of the foundation of the Anti-Corn Law League.
Three alternative dates are usually quoted: 1836, 1838, and 1839. A first association against the
Corn Laws was indeed founded in London in 1836 (the Anti-Corn Law Association). Most
important radicals in London belonged to this, but it did not have much success. In September
1838 (a year of poor harvests) an Anti-Corn Law Association was formed in Manchester. Its
initiator was John Benjamin Smith, and it quickly received the active support of Bright and
Cobden. This group organized a conference in London in 1839 at which it was decided to form,
in March, a permanent Anti-Corn Law League which would be based in Manchester.
N. McCord, The Anti-Corn Law League. 1838—1846 (London, 1958), pp. 16—53.

13 J. M. Comby, Les doctrines interventionnistes en politique commerciale du XVe au XIXe siécle; (Paris,
1930), p. 110.
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12 EUROPEAN TRADE POLICY, 1815—1914

traveller and then in 1831 he became, with two associates, the owner of a
calico printing plant. It was no accident that the Anti-Corn Law League
was located in Manchester. Moreover, thanks to mechanization, cotton
manufactured goods had become the major British export; whereas in
the decade 17609 these products represented 2 per cent of total exports,
in the decade 1800—9 they already accounted for 39 per cent, and 72 per
cent in 1830—9.14 In the 1830s, though, foreign markets began to level
off. Cotton exports, which according to the estimates of Deane and Cole,
accounted for $6.4 per cent of cotton production in 182931, fell to 50.4
per cent in 1834—6, and to 49.8 per cent in 1839—41.15

Next to these dominant socio-economic factors, we should not ignore
the implications for international politics suggested by the Anti-Corn
Law League, who saw free trade as an element in international peace,
thanks to the resulting prosperity and mutual dependence of nations.
Richard Cobden talked lyrically of this, and went as far as dreaming of
the ‘Commune’. However, we must not conclude that this undeniable
idealism was the only motivation of the free traders. As Semmel under-
lines very well, this group was by no means free from imperialist
aspirations.!® Did not Joseph Hume declare that by extending her
foreign trade, England could make all the world dependent on her?!?
There have been long debates over the reality and the extent and
importance of the ‘imperialist’ aims of the free traders, but it is difficult to
absolve them totally from this ‘sin’.

In April 1842 the Prime Minister, Robert Peel, introduced a fairly
liberal tariff reform which not only reduced import duties (even on
wheat) appreciably but also abolished the export tax on wool and, most
important, completely revoked the ban on exporting machinery which
had been in force since 1774. For manufactured goods, customs duties
were reduced to some 10 per cent for semi-finished products, and to 20
per cent for finished ones. These measures were part of a general reform
of finance — to which Peel was committed - by the reintroduction of the
income tax (abolished in 1815) which allowed the Treasury to compen-
sate (then and later) for the income lost through tariff reform. But it must
be said that Peel, despite his liberal economic views, had been elected in
1841 on a programme which included the commitment to maintaining
the Corn Laws. It was only gradually that Peel, who had a strong interest
in political economy, changed his opinion and not until December 1845
that he made his change of views public; he was then attacked by part of

14 P. Mathias, The First Industrial Nation: An Economic History of Britain, 1700—1914 (London,
1969), pp. 466 and 468.

15 P. Deane and W. A. Cole, A British Economic Growth, 1688—1959 (Cambridge, 1969), p. 187.

16 B. Semmel, The Rise of Free Trade Imperialism: Classical Political Economy, the Empire of Free
Trade and Imperialism 1750—1850 (Cambridge, 1970). 17 Ibid., p. 148.

Cambridge Histories Online © Cambridge University Press, 2008



MOVEMENT TOWARDS BRITISH LIBERALISM, 1815—46 13

the Conservative Party, and in particular by Benjamin Disraeli, the
leader of this faction, who accused him of having betrayed the principles
of their party.

In 1845 a new series of liberal tariff reforms were introduced. Import
duties on raw cotton and wool, which were already very low, were
abolished. Duties on tropical foodstuffs, meat, and dairy products were
greatly reduced. Grain imports, however, were still liable to a duty high
enough to keep them at a relatively low level. In the three years up to
1846, net imports of wheat and flour were very low indeed: about
239,000 tons per annum for the United Kingdom, or just 9 kg per capita.
In 18 50—4 there were 1,030,000 tons per annum imported, and in 1880—4
3,530,000 tons.18

In short, the main obstacle to a complete system of free trade re-
mained, although weakened, and it was because of the climatological
conditions of 1845 (a very wet summer and autumn), together with the
disastrous potato crop in Ireland, that the Corn Laws were repealed (law
of 15 May, promulgated on 26 June 1846). As Morley wrote in his life of
Cobden ‘it was the rain that rained away the Corn Laws’.1? This law also
abolished duties on livestock and on nearly all meat; it reduced or
abolished many duties on manufactured goods and led to a schism in the
Conservative Party, and hence, a little later, to Peel’s resignation (two-
thirds of the party did not support his position on the Corn Laws).

It should be noted that, contrary to what is generally thought, grains
remained liable to duties until 1869. These duties were, however, rela-
tively low and, most important, imports were permitted whatever the
price on the home market. In 1846 these duties varied between a
minimum of 4 shillings and a maximum of 10 shillings per quarter (but
there was still a preferential system of 1 shilling for British colonies). The
home price of wheat at this period was around s shillings per quarter.

The date 15 May 1846 is rightly held to mark the beginning of the free
trade era in the United Kingdom. And, by one of those common
historical coincidences, that year (six months later, in November) was
also that of the suicide of the ill and financially harassed Frederic List — the
most influential exponent of protectionism in the nineteenth century. If
the weather was the immediate cause of the repeal of the Corn Laws, it
merely accelerated a trend in trade policy that was in any case inevitable.
For if around 1810 agriculture’s contribution to the Gross National
Product in Britain still exceeded that of the secondary sector of the
economy by 70 per cent, around 1840 it was industry that exceeded
agriculture by 6o per cent.

18 Calculated from B. R. Mitchell and P. Deane, Abstract of British Historical Statistics (Cambridge,

1962), pp. 8 and 98.
19 J. Morley, The Life of Richard Cobden (London, 1882), p. 215.
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C. THE RISE OF DEFENSIVE PROTECTIONISM ON THE
EUROPEAN CONTINENT

At the same time as Britain was becoming aware of its industrial lead and
drew the logical conclusions from this by adopting a free trade policy,
the rest of Europe was becoming conscious of its backwardness and was
seeking in a new form of mercantilism — more defensive than offensive,
in short in what was from the 1840s to be called protectionism —a way of
catching up. It should be noted, and this is important, that for the first
time in history people began to argue, as we have already seen, in terms of
levels of development to be reached more or less quickly, rather than in
terms of taking the biggest share of total wealth.

1. France

In France, the fall of the First Empire (April 1814) was followed by a very
ephemeral liberalization of the tariff system which lasted only a few
months; in December 1814 a set of relatively protectionist laws was
introduced. Under joint pressure from farmers and manufacturers, the
law of 17 December 1814 was reinforced several times in 1816 and 1817.
In 1819, after a succession of increases of import duties on grain, France
introduced (or rather, reintroduced) the sliding scale for grain, that
keystone of agricultural tariff policy. We should note that a law estab-
lishing a sliding scale for grain had already been issued in 1804 (and
abolished in 1814). This sliding scale was reinforced still further in 1821.
At the same time, the l]aws of 1820, 1822, and 1826 increased protectionist
legislation for agricultural products as well as for manufactured or
mining goods. ‘A coalition of farmers and manufacturers imposed a strict
protectionism opposed strongly by a small proportion of manufacturers
of silk and printed cloth and merchants of the ports.’2¢

The tariff policy of the July monarchy (1830—48) at first showed a
slight relaxation of protectionism, in the sense that certain total prohibi-
tions were replaced by very high duties and certain duties were reduced
(the laws of 1834 and 1836). With regard to these reductions, given that
an important proportion of the duties were ‘specific’, it should be.noted
that the fall in prices between 1820—4 and 1830—4 resulted in real
reinforcement of protectionism.2! There are, it should be remembered,
two main ways of fixing duty levels. The first, or ad valorem, system

20 R. Schnerb, Libre-échange et protectionnisme (Paris, 1963), p. so.

21 Between these two periods, the price of manufactured goods on the home market had dropped
by about 20 per cent and the import prices by some 10 per cent. M. Levy-Leboyer, ‘L’héritage
de Simiand; prix, profits et termes des échanges au XIXe siécle’, Revue Historique, no. 493
(January-March 1970), pp. 108—9.
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consists of duties expressed as a percentage of the value of the product.
The second, or specific, system is calculated in terms of quantity (for
example, $3 per ton).

Still for France, let us note that the law of 31 March 1841 ‘raised more
tariffs than it lowered’.22 All the same, some prohibitions were lifted. For
the small percentage of manufactured articles which could be imported,
the level of customs duties in the new tariff of 6 May 1841 were about 40—
60 per cent.

The law of 19 June 1845, the last tariff law of this political regime,
again increased the protection of industry (in particular that of the
machinery industry). The protectionist nature of the legislation in force
in 1846 can be illustrated by the fact that imports of manufactured goods
accounted for only 6 per cent of total imports (but 70 per cent of exports).

2. Germany and the Zollverein

In Germany, List’s native land, the period 1815—46 was that of the
establishment of the Zollverein, whose basic economic philosophy was to
create a free trade zone, large enough to foster conditions favourable to
industrialization under the shelter of initially limited common tariff
protection. The idea of a customs union had been debated since 1816. List
was very active in this cause in 1819—20; especially in his éencouragement
of the creation of the German Trade and Industry Association (Deutscher
Handels-und-Gewerbsverein).23 In 1818, the union of the various Prus-
sian provinces marked the beginnings of the Zollverein. We must not
forget that Prussia — the biggest and most densely populated of the
German states — accounted for about 60 per cent of the population of the
Zollverein in 1846.

The abolition of internal customs duties in Prussia-was one of the
elements in the law of 26 May 1818 that established a new tariff
system which was liberal (for the period). In spite of the opinion of the
representatives of manufacturing industry, who sought a return to the
restrictive, pre-1806 system, the government opted for a customs policy
that excluded prohibitions and advocated a moderate protection of
industry which would not eliminate foreign competition.?4

This legislation irritated not only Prussian manufacturers but also
those in the other German states. The petition drawn up by List in 1819
declared that this new law had plunged the whole of Germany

22 E. Levasseur, Histoire du Commerce de la France, vol. u: De 1789 a nos jours (Paris, 1912), p. 170.

23 A. H. Price, The Evolution of the Zollverein: A Study of the Ideas and Institutions leading to the
German Economic Unification between 1815 and 1833 (Ann Arbor, 1949), pp. 26—46.

24 H. Richelot, L’ Association douaniére allemande ou le Zollverein (Paris, 1859), pp. 24—5.
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into the deepest consternation, for it appears to be directed less against French
and British trade than against that of Germany. It fixes duties according to
weight. Since foreign countries today mostly export finished goods to Prussia
whereas the neighbouring German states, whose industry had been held back by
British competition, only export common, heavy goods, the duty paid by the
foreigners works out at about 6 per cent, while the Germans generally pay
around 2§ to 30 or even 50 per cent which amounts to a prohibition.25

If the tariff unification of Prussia is, rightly, considered as the first stage
of the Zollverein, the second stage was that of the customs union between
Bavaria and Wiirttemberg, which took effect on 1 July 1928. This was
followed by other customs agreements linking various German states.
One of these had been agreed between Prussia and Hesse-Darmstadt in
February 1828, and in January 1832 this was extended to incorporate
Hesse—Cassel. The real beginning of the Zollverein, however, was 1 Jan-
uary 1834, the date of the treaty bringing Bavaria and Wiirttemberg
under the Prussian tariff system. In less than two months Saxony and
Thuringen also joined. At this point, the customs union represented, in
terms of population, some 83 per cent of the final Zollverein.2¢

The next stages were the inclusion of Baden and Nassau in 183 5 and of
Frankfurt am Main at the beginning of 1836. At the end of 1841 the
Duchy of Brunswick and a few other very small states joined, to be
followed by Luxemburg in 1842. Of the large states, only Hanover
waited till 1851 to complete what was already, for Europe, an enormous
customs union, since in 1850 the Zollverein had 30 million inhabitants,
compared with 27.5 million in the United Kingdom, 32.5 in Austria,
35.6 in France, 24.1 in Italy, 15.0 in Spain and 72.5 million in Russia.

While the Zollverein was expanding its territory, its tariff system was

25 Ibid., p. 34.
2¢ Population figures, in millions (for 1850), of the main states of the Zollverein. Frontiers are those
of the period, and the figures in brackets give the date of joining the Zollverein:

(1818) Prussia 16.6
(1828) Hesse—Darmstadt 0.8
(1832) Hesse—Cassel 0.7
(1834) Bavaria 4.5
(1834) Wiirttemberg 1.7
(1834) Saxony 1.9
(1834) Thuringen 1.0
(1835) Baden 1.4
(183s) Nassau 0.4
(1836) Frankfurt am Main o.1
(1841) Brunswick 0.2
(1842) Luxemburg 0.2
(18s1) Hanover 1.8

Others* 2.5

Whole of Germany 33.8

* Partly in the Zollverein.
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becoming more protectionist. In 1836 duties were increased on a series of
manufactured articles (the specific duties on wrought iron were trebled
and those on linen thread doubled). In 1842 new increases particularly
affected woollen and mixed fibre cloth. One of the characteristics of
German tariff policy was already emerging — a tendency to fix duties
according to the degree of transformation of the production (we shall
return to this later — see section viA1). Despite the increase in duties, the
tariff system remained relatively liberal, which can be explained by the
importance of Prussian agricultural interests. Cereals were one of its
major exports.2” Moreover, in the first half of the nineteenth century this
region was the main source of supply of grain to the United Kingdom.

3. Austria—Hungary

In Austria—Hungary the period between 1815 and 1848 shows a distinct
unity, not only in internal and foreign affairs, but also in trade policy.
Overall, this period was marked by a very strict mercantilist form of
protectionism. There were numerous prohibitions on imports and ex-
ports, and duties on both were very high. We should obviously make
allowance for the size of the Austro-Hungarian Empire, and for the fact
that it had only one sea outlet, at Trieste. This was the reason Austria—
Hungary was only the sixth largest country in Europe in terms of the
total value of its exports, even though in 1840 (see Table 1) it had the third
largest population and the fourth highest overall Gross National Prod-
uct. It is true that because of the existence of customs barriers between
Austria and Hungary (which were only abolished in 1851) one canin a
sense regard exchanges between the two parts of the Empire as foreign
trade. It should be noted here that Hungary’s tariff autonomy was
somewhat limited, for whereas Austrian products (especially manufac-~
tured goods) benefited from a preferential system in Hungary, the
reverse was not true.

The tariff law which took effect in February 1838, and which was in
force for most of the 1838—51 period, was considered more liberal than
the previous measures. It provided for ad valorem duties of 60 per cent on
most cotton, wool, iron, and earthenware manufactured goods, and very
high specific duties on everything else, not to mention the many remain-
ing prohibitions.

Prussia’s success with the Zollverein was not, of course, a matter of
indifference to Austria—Hungary, whose ambition was to take over the
leadership of all the German states. But the real efforts towards this end
took place after 1848, and will therefore be considered in section 1.

27 The quantity of cereals exported annually by the Zollverein was about 300,000 tons in 1840 and
about 700,000 tons in 1860 (sources from various sets of foreign trade statistics).
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4. Russia

After various vicissitudes in trade policy occasioned by wars, the new
Russian tariff of 1816 can be seen as the starting point of nineteenth-
century tariff history. This tariff was a step towards liberalization, given
the regimes that had preceded it. Nevertheless, its measures were highly
protectionist, there were numerous prohibitions and high taxes were
added to customs duties. After the violent reactions provoked by the new
tariff of 1819 (the most liberal in Russia in the whole of the nineteenth
century) an extremely restrictive tariff was introduced in 1822.
Numerous prohibitions affected nearly all locally produced manufac-
tured goods.28 This new legislation seriously restricted imports, which
had risen from 119 million roubles (paper) per annum in 1814~16 to 210
millions in 1919—21, leading to the disappearance of the surplus generat-
ed by the favourable balance of trade which was running at 72 per cent of
imports for 1814—16. During 1822—4, imports totalled 165 millions per
annum; the 1819—21 level was not equalled again till 1833—5.2°

The period 1823—44 was strongly influenced by the presence of Count
Kankrin as the head of the Ministry of Finance (which controlled internal
and foreign trade). His Ministry, as Portal observes,

was the very symbol of an industrial policy prompted by financial and social
considerations and characterized by undisguised timidity. His Ministry, to use
his own expression, was one of ‘progressive amelioration’. His encouragement
to industry, based chiefly on protective tariffs, was given in ‘homeopathic
doses’, to avoid ‘unduly accelerating the course of things’. Industry was in the
first place a source of revenue for the budget; the protection granted to it was of
course considered as a factor in its future development, but also —and primarily —
as a means of safeguarding its existence in the present, and avoiding unemploy-
ment and its attendant disturbances.3°

During these twenty years, the tariff system was amended some six
times, always in the direction of more efficient protectionism.

5. Spain

The new tariffs of 1816, 1820 and 1825 took Spain from the mercantilist
era of preceding centuries into the protectionism of the nineteenth

28 It must be emphasized that the number of prohibitions is not in itself an indication of the
prohibitive nature of a tariff. Indeed, a prohibition can affect either a very specific product (for
example cotton threads of a certain thickness) or a wide range of products (for example all
cotton manufactured goods).

29 P, A. Khromov, Ekonomischeskoye razvitiye Rossii v XIX-XX vekakh. 1800—1917 (Moscow,
1950}, pp. 435—6.

30 R. Portal, ‘The Industrialization of Russia’, in H. J. Habakkuk and M. Postan (eds.), Cambridge
Economic History of Europe, vol. v1, part n (Cambridge, 1965), ch. 1x, p. 804.
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century. Tariff laws had to be adjusted to Spain’s new situation as a
metropolis at the centre of a greatly reduced colonial empire, following
the independence of most Latin American countries. A very strict
protectionism was in force. In the tariff of October 1825, import
prohibitions were brought in on about 650 products (nearly all manufac-
tured goods) and customs duties on everything else were very high.
Besides this, strong preferential measures were taken to favour national
maritime interests: surtaxes ranging from 5o per cent to 300 per cent
were levied on goods imported in foreign ships. The decree of 30 April
1832 reinforced protectionism still further by suppressing a number of
privileges which had facilitated the import of manufactured goods
(notably cottons).

After the civil war (1833—9) the pressure of the free traders increased.
As everywhere else in Europe, the free traders included economists,
business, and agricultural groups whose products were exported (par-
ticularly wine-growers). Manufacturers were obviously protectionist
and since they were concentrated in Catalonia the conflict of interests
took on a regional connotation. The tariff of 1841 (like that of 1849) was
in fact extremely protectionist, although it was presented as a concession.
The prohibitions, although reduced to 93 items, affected virtually all
manufactured consumer goods and grain. On products which were not
prohibited, import duties ranged from 15 to 50 per cent ad valorem.

6. Portugal

The loss of the Brazilian market was evidently a severe blow to Portugal;
and the first real attempt to adapt to the new situation took place in 1820
when the Liberals came to power. The main change in tariff pohcy wasa
move to protect agriculture, especially cereals, whereas grain imports
had previously been encouraged.3! Because of high wine exports, di-
rected mostly to the United Kingdom,32 Portuguese industry was not
protected to the same extent.

In 1836 the Septembrists came to power, and this led to a radical
change in economic policy. The Septembrists, who represented the
manufacturers and artisans as well as the intellectuals, made changes to
the tariff system in 1837 and 1841 in order to protect industry. But when
the Chartists (representing the big merchants) came to power in 1842
there was a swing towards liberalism. In the same year a trade agreement

31 S, Sideri, Trade and Power: Informal Colonialism in Anglo-Portuguese Relations (Rotterdam, 1970),
Pp. 134-5.

32 Portuguese wine formed the bulk of British wine consumption, namely 75 per cent of the total
in 1786—95, 56 per cent in 1814—24, but dropping to 40 per cent in 1839—41 and to 25 per centin
1859-61. M. Halpern-Pereira, Livre Cambio e Desenvolvimento Economico: Portugal na Segunda
metade do Seculo XIX (Lisbon, 1971), p. 250.
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was signed with the United Kingdom, which had become Portugal’s
main trading partner since the Methuen treaty of 1703. In the first half of
the nineteenth century Portugal’s exports to the United Kingdom
accounted for 50—70 per cent of her total exports. Between 1842 and
1856 income from customs duties dropped from 24.5 per cent of the
value of imports to 19.0 per cent.3?

7. The Netherlands and Belgium

At the beginning of the nineteenth century, The Netherlands — which
until 1830 also included Belgium — was probably the most liberal
country in Europe. As far as import duties were concerned, the tariff of
1819 does not appear to have laid down any prohibitions, and duties were
very low. Ad valorem duties on iron manufactured goods varied between
8 and 12 per cent (averaging somewhere about 9 per cent); for textiles,
they varied between 1 and 12 per cent (averaging about 6 per cent).
Specific duties also appear to have been very low.34 The 1822 tariff
reduced many of these duties still further, and export duties only affected
a limited number of products. There were no duties on transit trade,
which represented a high proportion of Netherlands trade throughout
the nineteenth century.

In 1830 Belgium ~ the most industrialized part of The Netherlands —
became a separate nation. This was probably an important factor in The
Netherlands’ pursuit of liberal policies. The southern provinces’ decision
to separate from the rest of The Netherlands was no doubt partly
influenced by their awareness of their different economic interests, the
south being rich in coal and having early established textile and iron
industries, whereas the north depended on international trade. If the new
Dutch tariff of 1845 was a landmark on the way to almost free trade
(including the abolition of export duties), it must be said that there had
been a certain strengthening of the small degree of agricultural protec-
tion in 1822 and in 1824 when grain duties were raised, and again in 183§
when a sliding grain scale was introduced. 35

Belgium’sindependence led to a protectionist reaction in that country,
due to three main factors. First, there were the traditionally protectionist
tendencies of the Ghent cotton mill owners.3¢ Secondly, independence
resulted in the closure of the Dutch colonial markets to Belgian products.

33 Sideri, Trade and Power, p. 133.

34 H. R. C. Wright, Free Trade and Protectionism in the Netherlands, 1816—30: A Study of the First
Benelux (Cambridge, Mass., 1955), pp. 226—30.

35 A. Heringa, Freetrade and Protectionism in Holland (Haarlem, 1914), p. s.

36 Ghent manufacturers, annoyed by trade policy, refused to pay homage to King William during
his visit in 1815. E. Mahaim, ‘La politique commerciale de la Belgique’, Schriften des Vereins fiir
Sozialpolitik, vol. xLix (Leipzig, 1892), pp. 195—238; p. 198.
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Finally, the farmers demanded a greater degree of protection than that
provided in the Dutch tariff of 1822, which provisionally applied to
Belgian foreign trade. The law of 31 July 1834 introduced a sliding grain
scale, and raised duties on cloth made from linen, hemp, and tow from
1.5 per cent to I15.0 per cent.

In addition to these increases in duties, the government took measures
to encourage industrialization by means of subsidies aimed especially at
the coal and cotton industries. Moreover, the law of 5 February 1834,
backed up by that of 7 March 1837, refunded import duties on machin-
ery and tools to all manufacturers who moved their factories to Belgium;
and to any Belgian or foreigner who introduced new machinery and
tools into Belgium, either for the purpose of setting up a new industry or
to improve an existing one.??

It was not until 1842 that there were any real changes in the tariff
system, successive governments having opposed any attempts at protec-
tionism. This delay can partly be explained by the plans for a customs
union between Belgium and France which were discussed seriously
between 1836 and 1843. Between 1840 and 1842 an enquiry into trade
and industry was held, and this came out in favour of protectionist
measures. Nearly all manufactured goods and a wide range of agri-
cultural products were hit by high duties. Many prohibitions (on both
imports and exports) and export duties were introduced on a large
number of products. In 1844 (Law of 21 July) a preferential tariff was
brought in to benefit national shipping in order to promote direct trade.
In 1840 Belgian merchant navy shipping totalled only 22,600 tons, or 0.4
per cent of the European total, while Belgian exports accounted for 3.2
per cent of the European total.

As far as railways were concerned, Belgium was ahead in two respects.
It was the first country on the European continent to rapidly develop a
railway network: in 1841 it already had in use 33 s km of track, or 11.4 km
per 1,000 km?, as opposed to 1.1 km in Germany, 0.8 km in France, and
only 4.3 km even in Great Britain. Moreover, Belgium was one of the
few countries in which the railway network wasbuilt and run by the state
right from the start, although there was also a private network which, in
1890, accounted for less than one-third of the whole system.

8. Sweden and Norway

In 1814 Sweden received Norway from Denmark, in exchange for
Pomerania. Norway, however, retained some independence in internal
affairs, including customs until 1827, when a system was introduced

37 W. Loridan, ‘Esquisse de la politique douaniére de la Belgique (1830—1844)’, Revue Economique
Internationale, vol 1v, joth year (November 1938), pp. 313—49; especially p. 318.
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which led to the attenuation of the fiscal border between Norway and
Sweden for a wide range of products.

Until 1857 Sweden’s trade policy could be said to have been highly
protectionist. The tariff law of 1816 was still of a mercantilist nature,
since it contained 318 prohibitions on imports and 53 on exports. These
prohibitions were reduced to 194 and 28 respectively by the law of 1824;
but this modification, like a few others which followed later, did not
noticeably reduce the degree of protectionism in Sweden’s tariff policy,
nor the preferential system for her navigation.?® It was not until 1857
with the arrival of Baron Gripenberg at the Ministry of Finance that
there was a movement towards a more liberal trade policy in Sweden (see
section mi).

Norway’s trade laws were also extremely protectionist, but a slightly
earlier movement developed towards liberalism, with a noticeable drop
in import duties in 1842. This reduction applied particularly to
manufactured goods, duties being fixed at 2 § per cent for non-prohibited
products.3® From 1851 onwards, this movement towards liberalism
became more pronounced.

9. Denmark

The break with mercantilism happened very early in Denmark. It can be
dated from the edict of 1 February 1797, which removed all prohibitions
and limited import duties to 10 per cent. There remained, however, an
internal customs system which enabled the authorities to safeguard the
industries specific to each region. Without going into the problems
caused by war at the beginning of the century, we can consider the trade
laws of 1838 and 1844 as remaining within the general framework of the
provisions laid down in 1797.40

10. Finland

Although Finland had been ruled by the Russian czars since 1808, it
retained a certain degree of internal autonomy which also applied to
customs. However, this autonomy did not extend to relations with
Russia, and the czars also had the power to intervene in tariff policy.
From 1820, and almost continuously until 1917, nearly all Russian
products (or those coming from Russia) passed freely into Finland,
whereas only some Finnish goods benefited from a similar franchise.
Finnish tariff legislation with regard to the rest of the world was very
protectionist.4?

38 P. Drachmann, The Industrial Development and Commercial Policies of the Three Scandinavian

Countries (Washington, pc, 1915), pp. 38—43. 3% Ibid, p. 87. 4% Ibid, pp. 12-14.

41 N. C. Frederiksen, La Finlande: Economie politique et privée (Paris, 1902), especially pp. 240-50;

L. Harmaja, Die Einwirkung der Zollpolitik, ed. Kansantaloudellinen Yndistys II (Helsinki,
1933), pamphlet issued by Volkswirtschaftliche Forschungen.
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11. The rest of Europe

It is difficult to generalize about the tariff and trade policies of the other
European countries, which form a very heterogeneous group. Italy, for
example, did not develop either political unity or a unified tariff policy
until the 1860s. Before then the trade policies of the various states were
too divergent to be considered here. Switzerland only developed a federal
tariff in 1850, and there again the tariff policies of the 22 cantons were
very diverse. The period 1815—46 will therefore be discussed with that of
1846—60.

Of the Balkan states, Greece achieved total independence from the
Ottoman Empire in 1830, Romania in 1856, Serbia and Bulgaria in 1878,
and Albania in 1913. This does not mean that these countries showed no
earlier signs of autonomy in trade policy. Even so, the Balkan states
played a very minor role in European foreign trade, providing
collectively only 1.6 per cent of European exports in 1880, two-thirds of
the total coming from Romania. For this reason we deal only with
Greece here and return to Romania and other Balkan states in section vI.
The first Greek trade laws were fairly liberal, since import duties were
fixed at 10 per cent ad valorem (with some even lower specific duties) and
export duties at 6 per cent. On the other hand, there was a sliding grain
scale, by means of which duties varied greatly according to the price level
and the home market (for wheat, these duties ranged from 2 to 56 per
cent of the domestic prices).

III. The influence of British liberalism, 1846—60

While liberalism was gaining a stronger hold in the United Kingdom,
protectionism was being maintained on the continent, in spite of free
trade propaganda. The fact that the British continued to advance eco-
nomically was a great advantage to the supporters of free trade: the most
highly developed country had become the most liberal, which made it
easy to equate economic power with a free trade system, whereas in fact
this casual link had been just the other way round. After 1846, moreover,
the United Kingdom continued to pursue a liberal trade policy and her
economy went through a period of marked expansion in trade and
industry.

On the other hand, the period 1846—60 witnessed a number of
phenomena, which, although partly exogenous to economic life in the
strict sense, had important consequences for the economy, and especially
on the flow of trade. These included the dramatic reduction in transport
costs following the introduction of the steam engine to railways and
shipping; the very rapid expansion of the stock of precious metals as a
result of discoveries in North America and in Australia; and finally, the
beginnings of the mechanization of agriculture in the United States.
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A. CHANGES IN THE CONTEXT OF THE EUROPEAN ECONOMY

Even if the first public railway line to use steam had been opened in 1825,
the real development in this field only began in the 1840s. The period of
most rapid expansion in Europe, as in the United States, took place
between 1845—6 and 1873—4. In 1845 there were about 9,200 km of
railways in Europe, and 7,500 km in the United States (20,500 in the
world); in 1860 these figures had reached 51,900 km in Europe, and
49,200 in the United States (and 108,000 in the world). In 1874 they had
increased to 136,000 km for Europe, 116,000 km for the United States
and 282,000 for the world. In other words, in Europe between 1845 and
1874 the network increased by 6,700 km per annum, or by 15.2 per cent,
whereas in the period 1874 to 1913 these figures were 5,800 km per
annum, or 2.5 per cent. In 1874 Europe excluding Russia had an average
of some 25 km of track per 1,000 km?; or, in other words, on the
hypothetical assumption that these tracks were uniformly distributed, no
part of Europe would have been more than 10 km from a railway line.

Given that land transport costs were very high and that the railways
were used more as a link between regions without waterways than as a
complementary form of transport, the expansion of the railway network
led to a marked reduction in land transport costs. It is likely that between
1840—3 and 1870—5 the average cost of land transport dropped in real
terms by 75—85 per cent — a fourfold decline —and this is without taking
into account a tenfold increase in speed.

The introduction of steam had begun to have an impact on maritime
transport at about the same period. In 1840 steam ships made up only 4
per cent of the world fleet, or, in terms of carrying capacity (largely
because of their greater speed), 14 per cent of the total stock. In 1860 this
proportion had already reached 32 per cent, and in 1870 it was 49 per
cent. What is more, by 1860 the carrying capacity of the steam ships alone
was greater than that of the whole fleet in 1820. This, too, led to adrop in
transport costs — a reduction which had already begun before the
introduction of steam but accelerated afterwards. Between 1820 and
1840 the real cost of freight charges by sea fell by 1.5 per cent per annum.
Between 1840 and 1860 this had become 2.3 per cent per annum, as
opposed to 0.3 per cent between 1860 and 1880, and 2.0 per cent between
1880 and 1900. There was a further sharp drop of 3.3 per cent per annum
between 1900 and 1910.

The discovery of very rich gold deposits in the United States in 1848
and in Australia in 1851, and of important silver deposits in the United
States in 1859, led to a very rapid increase in the world production of
precious metals. The average production of gold went from less than 20
tons per annum in 1700—1847 to 198 tons per annum in 1851—60, and to
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206 tons per annum in 1861—70. Silver production went from 600 tons
per annum in 1700—1850 to 1,200 tons in 1861~70, and to 2,200 tons per
annum in 1871-80. In 1840 the value of precious metal production (gold
and silver) amounted to about 2.9 per cent of world exports; by 1860 it
was nearer to §.3 per cent—and the value of these exports had meanwhile
gone up from $1,410 million to $3,200 million (in current prices).

The mechanization of American agriculture may seem of secondary
importance compared with the other factors mentioned. All the same, it
had important consequences, given the role that cereal imports were to
play in bringing about changes in tariff policies and in the general
economic development of Europe. The reaping-machine was the major
innovation, since harvesting demanded an enormous labour force. This
determined the price of grain, especially since the country was short of
labour. In the United States in 1840 one acre of wheat required 35 man-
hours, including 23 for the harvest; in 1880 only 20 hours were needed, of
which 12 were for the harvest. This was largely due to the use of reaping-
machines, which began to spread from the early 1850s. The increase in
investment in agricultural machinery in the United States was more
pronounced between 1850 and 1860 (4.9 per cent per annum) than
during the other decades from 1860 to 1900.42 Between 1839 and 1859
wheat production increased by 100 per cent, whereas the population
only increased by 84 per cent, a discrepancy which led to the beginnings
of a vast export movement which developed after the civil war. Wheat
exports — which had risen to some 50,000 tons per annum, between 1843
and 1851 — reached 240,000 tons per annum between 1852 and 1861, and
2,140,000 tons per annum between 1872 and 1881.

B. LIBERALISM AND ECONOMIC GROWTH IN THE UNITED
KINGDOM

In 1849 the United Kingdom gave a supplementary proof of its liberal-
ism. Parliament repealed (by a small majority: 173 for, 163 against) the
notorious Navigation Acts with effect from the beginning of 1850. The
various Navigation Acts, the first one dating from 1651, had reserved the
bulk of foreign trade for British ships and largely contributed to the
supremacy of the British fleet in the eighteenth century.43 This maritime
supremacy had much to do with British commercial supremacy and the
success of colonial expansion.

The liberalism of British commercial policy continued during the

42 US Bureau of the Census, Historical Statistics of the United States: Colonial Times to 1957

(Washington, pc, 1960), pp. 281—5.
43 A ship where the owner, the captain and three-quarters of the sailors were of British nationality
counted as a British ship.
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years 1846—60. Customs duties were reduced still more, and in many
cases totally abolished. In the case of grains, duties were reduced to 1s. per
quarter from 1849, that is about 2 per cent of the price of wheat on the
home market (4s. 6d. for flour). After the reductions of 1846, a new tariff,
introduced by a law of 20 August 1853, abolished a large number of
customs duties, especially in the case of manufactured articles. The long
list of duty-free imports included virtually all manufactured articles.
Duties were extremely low on the articles not included in this list, 5 per
cent ad valorem in general, sometimes 10 per cent, and more rarely 20 per
cent. The list of duty-free imports was lengthened still further by the
1860 tariff.

All this naturally decreased the relative importance of customs rev-
enue. In the years 1841—5 it brought in £23.2 million per annum, which
represented 27.2 per cent of the value of imports (re-exports excluded);
from 1855—9 the total revenue was much the same (£ 23.1 million), but it
represented only 15.8 per cent of the value of the imports.#4 This stability
in revenue was a further argument for liberalism (for 1895—9 the revenue
was £ 21.2 million, but this was only 5.4 per cent of the value of imports).
This revenue came above all from the duties on tea, sugar, tobacco, wine,
and spirits; duties which, as Mathias notes, ‘became the remaining
contribution of the working class to indirect taxation by foreign trade’.45
For 1849—51 these four groups of products provided 82 per cent of
customs revenue; for 1859—61 this increased to 87 per cent.#®

A supplementary but important question needs to be asked about
liberal policies. One of the key arguments of the supporters of free trade,
such as the Anti-Corn Law League, was that free trade would lower the
cost of living in general and thus increase the standard of living for
workers in particular. Did this happen? On looking at this question, the
watershed is clearly 1846. In his first study on British wages, Bowley
concluded that within the period 1790—1914, the years 185270 were the
ones in which real wages increased most rapidly.#? In any case, the
available statistics reveal a noticeable acceleration in the rise of the
average standard of living after 1846. Both direct and indirect evidence
(Gross National Product and consumption per capita) indicate that
growth was four to five times quicker from 1841—5 to 1851~5 than from
1831—5 to 1841—s. So as far as the income of the working class was
concerned, progress was apparently less rapid. However, it is almost

44 Calculated from Mitchell and Deane, Abstract of British Historical Statistics, pp. 283—4 and 393—4.

45 P. Mathias, The First Industrial Nation: An Economic History of Britain 1 700—191 4 (London, 1969),
p. 301.

46 Calculated from figures given by W. Page, Commerce and Industry: A Historical Review of the
Economic Conditions of the British Empire from the Peace of Paris in 1815 to 1914 (London, 1914),
p. 62. Also Mitchell and Deane, Abstract of British Historical Statistics, p. 394.

47 A. L. Bowley, Wages in the U.K. in the Nineteenth Century (Cambridge, 1900).
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certain that real wages increased more quickly after the repeal of the
Corn Laws than before. It is important to note that the rises in both the
standard of living and of real wages were the result of more rapid
economic growth rather than the result of a fall in prices. The general
level of prices between 1841—5 and 1851—5 did not follow a very
different curve to prices between 1831—5 and 1841—5. In the earlier
period there was a very slight fall in prices, while there was a slight rise in
pricesin the later period. Even if the price of wheat fell after 1846, the fall
was very slight and in any case considerably slighter than had been
expected.#® Thus in this important field, the repeal of the Corn Laws and
the liberalization of trade achieved their aim in Britain, even if they did
not lead to a fall in corn prices. This result implies that the British
economy as a whole was advancing rapidly.

The analysis of annual statistics on exports and Gross National Product
shows that this major change in tariff policy was accompanied not only
by acceleration in the growth of foreign trade; but in the rate of growth
of Gross National Product more generally.

The expansion of exports was already extremely rapid in the ten to
fifteen years before 1846 (about § per cent per annum) and it accelerated
further after that date. From 1843—7 to 1857—61 the volume of British
exports increased by just over 6 per cent per annum. It is worth
emphasizing that this growth was the most spectacular ever achieved for
such a time-span in the whole of British economic history (at least
between 1697 and 1986). It is also worth emphasizing that the rate of
growth mentioned is not ‘artificially’ increased because we have chosen
to divide up the periods in terms of tariff phases, for if we had looked at
changes between 1846—8 and 1858—60 we would have found that the
annual growth rate of the volume of exports was 7.3 per cent. It should,
however, be noted that in other European countries in the nineteenth
century similar growth rates, or even slightly higher ones, can be found.
This was the case in France from 1850 to 1875, in Germany from 1898 to
1913, in Sweden from 1862 to 1874, and in Belgium from 1847 to 1864.

Economic growth was equally exceptional in this period. Between
1843—7 and 1857—61 the annual growth of the volume of Gross National
Product was 2.4 per cent. Since this period was marked by a very slight
demographic growth (0.2 per cent per annum) due to the fall in the
population of Ireland, the per capita growth of Gross National Product
was 2.2 per cent, which is the highest recorded for a period of this length,
certainly between 1800 and 1945, and probably from the industrial
revolution to 1945.

The share of British cotton sold abroad, which had begun to fall before

48 S. Fairlie, ‘The Corn Laws and British Wheat Production 1829—1876’, Economic History Review,
vol. xxxu, no. 1 (April 1969), pp. 88—116.
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1846 as we have seen, now rose again. The proportion of cotton goods
exported rose from 49.8 per cent of total production for 1839—41 to 60.8
per cent for 1849—51, and to 63.8 per cent for 18 59—61. From the point of
view of the international cotton trade, this meant a further rise in the
importance of the United Kingdom, which was already predominant in
this field. As far as iron was concerned, Britain’s share of European
production rose from 54.2 per cent for 1838—42 to 8.5 per cent for 1851~
62.

Despite the fact that these British economic and commercial develop-
ments led to an increase in the trade of the other European countries, and
despite the deterioration of British terms of trade, the share of Britain in
European foreign trade increased during this period. The United King-
dom already provided 29.1 per cent of European exports for 1839—41,
and this went up to 30.2 per cent for 1859—61. On the import side the
respective percentages are 29.6 and 3s.s.

It is clear that the global balance-sheet was extremely favourable to
Britain. Because of the liberalization of trade, British industry, which
had a technological lead, had found a much larger market. But this
market was essentially to be found outside Europe, especially in Asia and
Oceania. The value of exports to Europe increased by 4.5 per cent per
annum between 1839—41 and 1859—61, while those to the rest of the
world increased by 5.1 per cent. Exports to Asia increased by 6.1 per cent
per annum, those to Oceania by 9.9 per cent (to North America by 4.2
per cent, to South America by 2.3 per cent and to Africa by 4.8 per cent
per annum). This expansion of imperial trade reduced the importance of
Europe. In 1830 exports to Europe accounted for about 48 per cent of
British sales, in 1860 for no more than 34 per cent.

These last percentages highlight the fundamental difference between
the geographical structure of British exports and that of the rest of
Europe. Towards 1860 the continental European exports to other Euro-
pean countries represented 82 per cent of the total.4° The relatively small
proportion of British exports to Europe explains the attempts to convert
the Europeans to liberalism in the 1850s and is itself explained by the
protectionism of continental Europe.

C. REACTIONS TO THE BRITISH ACHIEVEMENT: RESISTANCES
AND SUCCESS ON THE CONTINENT

Already in August 1846, following the success of his ideas in his own
country, Richard Cobden had begun his European tours. He virtually
lived abroad till June 1859, carrying on the crusade he began in Manches-

4% P. Bairoch, ‘Geographical Structure and Trade Balance of European Foreign Trade from 1800
to 1970, Journal of European Economic History, vol. m1, no. 3 (Winter 1974), pp. 557—608.
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ter in October 1838. All over Europe pressure groups of manufacturers
and economists were formed to fight against certain tariffs which were
considered prohibitive. In France, the followers of Saint-Simon founded
the Société d’Economie Politique and ‘the Journal des Economistes; in
Belgium, the Société Belge d’Economie Politique and L’Economist Belge.
In Belgium in 1846 the Association Belge pour la Liberté Commerciale
was also founded, under the aegis of which met (in Brussels in 1847) the
Congrés des Economistes, which was in fact an international congress of
free traders. In Germany a great number of associations favourable to
liberalism were founded, notably the Freihandelsverein. It is interesting
to note that the leader of these German associations was an Englishman,
John Prince Smith, who had been living in that country since he was
21.50

The liberalization of British trade directly and indirectly fostered
foreign trade in the rest of Europe. The continent’s volume of exports —
which had grown by 1.9 per cent per annum between 1837—9 and
1845—6—increased by 6.1 per cent per annum between 1845—7 and 1857—
9. In fact for this reason these years were one of the three most favourable
periods for export growth in the nineteenth century. The second of these
was from 1857—9 to 1870—2 (5.8 per cent per annum) and the last
between 1893—5 and 1911-13 (4.2 per cent per annum). Between 1849—
s1 and 185961 Britain increased its imports from Europe by more than
85 per cent, but itis clear that this alone is not enough to explain the rapid
growth in continental sales, since Britain around 1860 absorbed only 16
per cent of the continent’s exports.

Besides this positive evolution of international trade the European
supporters of free trade did not fail to draw attention to the British
example itself. For example, the Association Belge pour la Réforme
Douaniére, which developed out of the Société Belge d’Economie
Politique, published in 1855 a manifesto for tariff reform which started as
follows, ‘Inspired by the results of economic science and by the exper-
ience of real facts, especially that of England, where, since the introduc-
tion of Sir Robert Peel’s reforms, agriculture, navigation and industry,
far from declining, have flourished in force and energy in the most
unexpected way . . .”5! In France, Michel Chevalier — who as we shall see
was responsible for the commercial treaty between Britain and France —
wrote in 1852—3, ‘Britain’s adoption of the principle of the freedom of
trade is one of the great events of the century. When such a powerful and
enlightened nation not only puts such a great principle into practice but is

50 W.O.Henderson, ‘Prince Smith and the Free Trade in Germany’, Economic History Review, vol.
1, no. 3 (1950), pp. 295-302.

51 Congreés International de réformes douaniéres réuni & Bruxelles (22—25 September 1856); Brussels,
1857.
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also well known to have profited by it, how can its emulators fail to
follow the same way?’52

It was generally at the instigation of these national pressure groups,
and sometimes under the more direct influence of the British as well, that
tariff reductions were made by the majority of great European states.
However, they were not very important until 1860. They did only a little
to weaken the thoroughly protectionist character of the tariff laws of the
major powers of continental Europe. Let us now look at changes in
commercial policy on the continent between 1846 and 1860.

1. The major continental European countries

In France, Napoleon III, who was in favour of free trade (see section 1v),
came to power in 1851. During the years 1853—5 there was a series of
small changes brought about by means of decrees,53 in the highly
protectionist system. But if the Chamber of Deputies endorsed most of
these decrees at the beginning of 1856, the bill of June 1856 was
withdrawn in view of the emotion it aroused. Basically, it had aimed
only at replacing prohibitions by import duties ranging from 30 to 50 per
cent. This shows in effect that until 1860 the highly protectionist charac-
ter of the tariff system remained almost intact. Prohibitions were in force
on nearly all manufactured goods, which, moreover, in 1858—60 rep-
resented only 3.8 per cent of total imports as opposed to 6.0 per cent in
1846—7.

There was no more important change in the field of navigation.
Between 1814 and 1816 a series of surtaxes replaced the very strict rules
governing the use of foreign ships laid down in the Navigation Act of 21
September 1793. The system became slightly less rigid, however, as a
result of navigation treaties with first the United States (1822) and then
with Great Britain (1826).54

In Germany, the movement towards protectionism in the Zollverein
continued at the end of the 1840s and through the 1850s. List, who had
returned from the United States in 1832, worked actively in support of
pressure groups — mostly of industrialists — demanding a more effective
protectionism. Political and economic rivalries provoked several crises
which almost broke up the Zollverein (notably in 1852). Prussia slowed
down this movement towards protectionism, probably for two reasons.
First of all, it was a less industrialized state;3% and secondly, it wanted to

52 M. Chevalier, Examen du systéme commercial connu sous le nom de systéme protecteur (Paris, 1853),
. 208.
53 {’Jndesr article 34 of the 1814 law, the head of state could, in an emergency, temporarily reduce
duties on raw materials necessary for industry.

54 A. Armnauné, Le commerce extérieur et les tarifs de douane (Paris, 1911), pp. 171-8.
55 'W. O. Henderson, The Zollverein (Cambridge, 1939), pp. 179—89.
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retain the leadership of the Zollverein, which would have been chal-
lenged if Austria had joined. One of the obstacles to a customs union
between Austria—Hungary and the Zollverein was the extremely protec-
tionist trade policy of the Habsburg Empire. Plans for such a customs
union, which had already been mooted in 1841, were put forward more
seriously from 1848 on, when von Bruck became Minister of Finance in
Austria. He was a rich shipowner from Trieste (although he originated
from Bonn, in Germany). His business activities led him to favour free
trade, and he worked towards this end during his time in government.

The tariffs of the Zollverein in force during the 1850s were distinctly
protectionist. The tariff promulgated on 4 December 1853 (and which
remained in force till 1865) provided for specific duties on cotton thread
amounting to about 20 per cent of the value of the finished goods. For
crude iron, duties were to be of the order of 25 per cent ad valorem, and
some 80—100 per cent for non-highly manufactured iron goods.

As we have just seen, thanks to von Bruck, Austria—Hungary
underwent a fairly thorough reorganization of trade policy, of which the
most important feature was the tariff of 1851. Until this new tariff
Austria-Hungary retained an extremely prohibitive tariff system. The
1843 proposals, which among other things included customs duties of 40
per cent on manufactured goods, had been rejected as too liberal. The
new tariff, passed on 6 November 1851 (and which came into force on
I February 1852) was the result of two years’ study. Nearly all prohibi-
tions were lifted and replaced by relatively low specific duties, which
amounted to a tariff of about 20—30 per cent for manufactured goods.
Export duties on nearly all products remained, however.

Even though von Bruck managed to conclude negotiations for a
twelve-year trading agreement with the Zollverein (signed 19 February
1853, to take effect 1 January 18s4), Austria—Hungary did not enter the
Zollyerein—and this despite the passing of a supplementary agreement by
the monetary union in 1857. In this context it should be noted that the
1851 tariff applied to the whole of Austria—Hungary.

In the same period, another plan for customs union — that of the Italian
states— suffered the same fate. The origins of this plan — which was clearly
influenced by the Zollverein — can be found in a series of articles published
in 1843 by Count Serristori. On 3 November 1847 the official Gazette of
Turin published a joint declaration by the Holy See, Sardinia, and
Tuscany announcing a customs association which it was hoped the other
Italian states would join. Austria, however, also hoped to involve the
Italian states in a customs union. In the end, the commercial unification of
Italy did not take place until its political unification in 1861.

In Russia, the protectionist policies drawn up by Krankin (between
1823 and 1844) remained more or less unaltered till 1857. For example,
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under the 1851 tariff, import duties on non-prohibited manufactured
goods were generally s0—75 per cent ad valorem (and there were also
many specific duties). The defeat of Russia in the Crimean War appears
to have been one of the factors which led in 1857 to reform in the
direction of a liberalization of trade policy. The list of prohibitions was
reduced (from nineteen to twelve), but those remaining affected very
loosely defined categories of goods. Customs dues were reduced by
about 30 per cent on a wide range of products, which meant that duties
on manufactured goods were about 35—50 per cent.

In Spain, the timid liberalization of the highly protectionist system
which had begun in 1841 was continued with the tariff of 1849. This
reduced the number of prohibitions to seven, but increased duties on a
large range of products.

The tariff in force after the law of 17 July 1849 (with modifications in
1849 and 1852) provided for differential duties according to the national-
ity of the ship. There was a surtax of 20 per cent for foreign ships. For
non-prohibited manufactured goods carried by Spanish ships, duties
averaged about 30 per cent. In 1856 a parliamentary commission was set
up to enquire into tariff reform, and this eventually resulted in a tariff
with liberal tendencies — but not until 1862. From the end of the 1850s,
associations were formed to support both liberalism and protectionism.

2. The small countries of continental Europe

As just seen, the major European countries on the whole stayed with
protectionist trade policies, but, in certain cases, eliminated what can be
called the surviving traces of the mercantilist system. In the small
countries, however, the movement towards liberalism was more
pronounced.

The factors which encouraged these countries to favour free trade
must be considered here. Their very size led most small countries into
economic specialization. This affected their trade policy in two ways.
First, they lacked certain sectors of production, so there was no need to
protect these products by import duties. Specialization also meant that
the share of exports from most sectors of industry in the small countries
was higher than that from the same sectors in the big countries. The
home market represented only a fraction of the outlets for these sectors,
and hence the protection of the home market was less important than the
expansion of overseas ones.

The most liberal of these small countries around 1846 was already The
Netherlands. The period 1846—60 was marked in particular by a further
liberalization stemming from the laws of 30 May 1847, 8 August 1850, and
1 September 1854. The law of 1850 again lowered customs duties and
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abolished the preferential system in favour of Dutch ships which had
been introduced by the law of 1816. Nevertheless, until 1872 The
Netherlands retained a preferential tariff for Dutch products in its
colonies (see section vm). In the 1854 tariff, customs duties — mostly ad
valorem — were about 2—6 per cent for manufactured goods in general,
and 1 per cent for almost all machinery. Duties on agricultural products
were equally low — specific duties on cereals came to about 3 per cent of
their value.

In Belgium from 1850 onwards a series of trade agreements (notably
with the United Kingdom in 1851, with the Zollverein in 1852, and with
France in 1854) led to a slight relaxation of the protectionism of the
1842—4 laws. At the same time, a series of laws adopted between 1850 and
1853 gave a more liberal slant to trade policy —especially the laws of 1852
which reduced some import duties, and of 1853 which abolished nearly
all export prohibitions. The tariff then in force, however, could not be
called liberal. Duties were about 20—35 per cent of the value for
manufactured goods, though it is true that under the previous tariff they
had averaged about 30—45 per cent.

Pressure against protectionism increased from 1856, when the Farm-
ers’ Association came out in favour of liberalism and joined forces with
pressure groups dating back to 1846 and the creation of the Association
Belge pour la Liberté Commerciale. A year earlier, in September 1855,
another free trade association, the Société Belge d’Economie Politique,
had been founded. On the protectionist side, an Association pour la
Defense du travail National was set up in 1856; this association was the
offspring of the iron, coal, and textile spinning industries.

The system of preferential duties for goods imported in Belgian ships
was abolished by the law of 19 June 1856. Although this preferential
system had not led to any very great expansion of the national merchant
fleet (from 1840 to 1856 the tonnage rose from 23,000 to 42,000) it should
be noted that its abolition was to lead to a recession, since in 1870 the
tonnage was only 30,100 tons.5¢ In terms of approximate carrying
power, the Belgian fleet’s share of the world total was 0.2 per cent in
1840, some 0.28 per cent in 1856, but only 0.19 per cent in 1870, whereas
Belgium’s share in world exports rose from 1.9 per cent to 3.0 per cent
from 1840 to 1870. A series of laws in 1857~8 liberalized trade policy as
much in the field of agriculture as in industry. All the same, it could be
said that tariff policy strictly speaking remained relatively protectionist
until the treaty with France in 1861. Import duties on manufactured

56 B. R. Matchell, European Historical Statistics, 1750—1970 (London, 1975), pp. 614 and 619; and
Annuaire Statistique de la Belgique 1885 (Brussels, 1886}, p. 380.

It should be noted that although the tonnage of sailing ships had fallen from 40,000 tons in

1846 to 21,000 in 1870, that of steam ships had risen from less than 2,000 tons to 9,500 tons.
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goods were on average about 15—20 per cent ad valorem; but only about 4
per cent was charged on grain.

Switzerland’s first federal tariff only came into force in 18 50. However,
we should not totally ignore the few measures taken and suggestions put
forward before that date. Already in 1816 a federal border tax was
introduced, with the sole aim of raising revenue. It was very low (1 batz,
or about 14 centimes per 50 kg) and did not apply to the major foodstuffs.
However, the cantons retained total customs autonomy, and since their
economic structures varied considerably, so did their trade policies. On
the whole, though, the trade policy of the cantons could be said to have
been liberal; in England in the 1830s Switzerland was even held up as an
example of liberalism.

After 1822, efforts to establish a true federal trade policy received a
boost from the presence of the industrialist Zellweger, as Inspector
General of Customs. He supported free trade. Many proposals about a
possible customs union were put forward, but the only one to be acted on
was that which linked 12 of the 22 Swiss cantons in 1847. The adoption of
the federal constitution of 12 September 1849 was to provide the legal
structure for the creation of a federal customs system. The preamble of
the bill shows a spirit of compromise, taking into account ‘a fair
distribution of burdens, the protection of national employment and the
principle of free trade’.57 This tariff, passed on 16 May 1849 and coming
into force on 1 February 1850, can be considered as more liberal than
protectionist. The number of tariff items was limited to ten, and as for ad
valorem duties, these varied from 2 to 10 per cent on imports and from 3
to s per cent on exports. By the law of 27 August 1851, which came into
force on 1 January 1852, this tariff was altered to provide for a slight
increase in duties. There was, moreover, a complete change and enlarge-
ment of tariff items (from then on, too, duties were expressed in francs
and centimes rather than in batz as in the past).

The shift towards free trade was very noticeable in Sweden. Baron
Gripenberg — who was Minister of Finance from 1856 — was entirely in
favour of free trade. As Heckscher remarked, Gripenberg probably saw
himself as Sweden’s Napoleon III.58 The changes introduced in 1857
were important: the abolition of prohibitions, and of duties on grain, the
reduction of duties on manufactured goods, and the abolition of the
preference previously given to Swedish ships.5°

In Norway, the tendency towards liberalism which was first noticeable
in 1842 became more marked between 1851 and 1857, when there wasa
series of cuts in duties on manufactured goods. Norway’s lack of impor-

57 R. M. W. Vogel, Politique commerciale de la suisse (Montreux, 1966), p. 73.

58 E. F. Heckscher, An Economic History of Sweden (Cambridge, Mass., 1963), p. 237.
5% Drachmann, Industrial Development and Commercial Policies, p. 44.

Cambridge Histories Online © Cambridge University Press, 2008



INFLUENCE OF BRITISH LIBERALISM, 184660 3s

tant industry explains the complete reform of her tariff system with the
aim of increasing revenue. This entailed an increase in duties on the
traditionally highly taxed products, in other words, on products for
which demand is not very elastic: coffee, tobacco, alcohol (and also
sugar, which is not entirely in this category). Further slight reductions in
the duties on manufactured articles partly compensated for these
increases.

Denmark was also continuing to become more liberal. In 1853 internal
customs duties were lifted. In 1857 the traditional sund toll (the
payments made to the Danish authorities for every ship passing through
the Sund Straits), which Denmark had levied ever since the fifteenth
century, were abolished. After an international conference Denmark
agreed to renounce her claim to these dues, in return for a single sum of
30.5 million rix-dollars — about twelve years’ revenue — paid by the
major maritime powers, and of which more than one-third was contri-
buted by the United Kingdom.

Finland did not change its protectionist policy. A fairer system of trade
with Russia operated from the czar’s decree in 1859 until the tariff reform
of 1869.

In Portugal, the period of 1846—60 was marked, on the whole, by the
pursuit of liberal policies reintroduced after the victory of the Chartists in
1842. From 1851, however, the reconciliation of the Chartists and the
Septembrists (reunited from 1852 in the Regeneradores Party) brought
not only a period of more than 40 years of internal peace (or armistice)
but led also to an economic policy with greater emphasis on develop-
ment. Fontes Pereira de Melo, who was Minister of Finance from 1851 to
1852 and Prime Minister from 1852 to 1856, was responsible for this
policy, which, we must stress, remained liberal in matters of foreign
trade.

The tariff of 31 December 1852 provided for quite high import duties,
but with little differentiation between various cotton manufactured
goods—duties on thread were much the same as those on cloth and made-
up garments. On cotton thread, these duties were around 20—40 per cent
of the value; and on cloth and garments they were 10—20 per cent. Duties
on iron manufactured goods, on the other hand, were progressive but
very low (about s—10 per cent).

From 1852 there was an active attempt to favour foreign trade
through an improvement of the transportation network. The conse-
quences of this opening-up of the country were a considerable worsening
of the balance of trade and a decline in the importance of the fleet. The
trade deficit, which around 1840 must have represented some 50 per cent
of exports, reached some 85 per cent around 1860. Between 1842 and
1888 the fleet declined from 81,000 tons to 78,000 and furthermore
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contained very few steam ships. As a result the Portuguese share in world
shipping declined from 0.9 per cent to 0.3 per cent.

IV. The phase of European free trade, 1860—79

As we have just seen, on the continent before 1860 only a few small
countries had adopted a truly liberal trade policy. These were The
Netherlands, Denmark, Portugal, Switzerland, to which we may add
Sweden and Belgium (but only from 1856—7 on, and even then they
maintained some degree of protectionism).

In spite of this success, which must not be exaggerated since the four
small free trade countries accounted for only 4—s5 per cent of the
population of the continent, the true free trade period only began in 1860
with the Anglo-French trade treaty. The concentration of the efforts of
the English free traders on France rather than on any other European
country can largely be explained by the fact that France was not only one
of the main European trading partners of the United Kingdom, but was
also the country with whom Britain had the highest trade deficit. From
1854 to 1860, British exports to France rose to $25.6 million per annum,
while imports from France reached $62. 5 million, leaving a trade deficit
of $36.9 million. British exports to Germany were worth $56.9 million
per annum, but the deficit was only $6.9 million.

The beginning of the 1860s, during which liberalism reached the
continent, was a time when the levels of economic development in the
countries of Europe were very unequal, above all their levels of modern
industrialization, but also of agricultural productivity. This was the time
of Britain’s greatest lead, but there were also important differences
between countries on the continent (see Table 4).

This period can be divided into two distinct economic phases. From
1860 to 1868—73 (depending on the sector) there was a positive phase,
which was to a large extent the continuation of the period of rapid
growth which began about 1850. From 1868—70 (for domestic produc-
tion) or 1873 (for trade) there began what may be called the great
European depression. This depression, which began in the middle of the
liberal period, lasted till the beginning of the 1890s. The problems which
this depression posed for trade policies are discussed later (pp. 45—51).
Meanwhile we shall examine the setting up of the Cobden treaties and
the main aspects of the trade policies of the different countries of Europe
from 1860 to 1879. If virtually the whole of Europe went over to
liberalism, individual countries did so at different speeds.
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Table 4. Indicators of economic development of
European countries around 1860

Per capita level of  Agricultural GNP per capita (1960

industrialization? productivity?  US dollars and prices)
Austria-Hungary IT 6.2 295§
Belgium 28 10.9 400
Bulgaria [ 6.0 215
Denmark 10 20.0 320
Finland 1§14 5.7 245
France 20 12.2 380
Germany 15 12.2 350
Greece 6 4.9 235
Italy 10 5.1 280
Norway II 7.9 325
Portugal 8 4.0 290
Romania 6 6.7 215§
Russia 8 5.9 200
Serbia 6 7.0 225
Spain 11 6.1 280
Sweden 1§ 8.3 300
Switzerland 26 9.1 415§
The Netherlands It 10.8 410
United Kingdom 64 18.0 57S
Europe 17 7.9 31§
Continental Europe 12 7.4 290
Great Britain® 80 23.0 630

Notes:

¢ 100=United Kingdom in 1900.

b Net production of agriculture per male worker in agriculture (expressed in millions of
calories).

¢ Figures derived from those of United Kingdom and less reliable data for Ireland.

Sources (with some complementary calculations): P. Bairoch, ‘International Industrial-

ization Levels from 1750 to 1980’, Journal of European Economic History, vol. X1, no. 2

(Autumn 1982), pp. 269-333; P. Bairoch, ‘Production yields and productivity of

agriculture of developed countries: 1800—1985’ to appear; P. Bairoch, ‘World Gross

National Product 1800-1985 (Computations Estimates and Guesses)’; to appear.

A. THE ANGLO-FRENCH TREATY AND THE NETWORK OF
COBDEN’S TREATIES IN EUROPE

What the supporters of protectionism of the period, that is the majority
of deputies, called the new coup d’état was revealed by a letter of
Napoleon III to the Minister of State. This letter, dated 5 January 1860
and published by the Moniteur on 15 January, presented a vast pro-
gramme of liberal reforms, including a declaration of intent on the part
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of the Emperor to sigh some commercial treaties. This letter made public
the secret negotiations the origins of which go back to the meeting in
Paris in 1846 between Richard Cobden and Michel Chevalier, a former
disciple of Saint-Simon and professor of political economy at the College
de France. When he became a member of the Council of State, Chevalier
played an important part in the semi-official negotiations which began in
October 1859 to bring about a commercial treaty between the United
Kingdom and France.%° It was signed on 23 January 1860, to last for ten
years. A way was found of avoiding the passage of the bill through
parliament, which would probably have been fatal to the project. Hence,
a group of theorists succeeded in introducing free trade into France, and
thus indirectly to the rest of the continent, although this was against the
will of the majority of people in charge of the different sectors of the
economy. The pro-free traders were strongly supported by Napoleon III
who had been converted to free trade ideas during his long stays in Great
Britain (first two and then six years) and who saw political implications
in this treaty. This was a liberal victory. As Lutfalla notes, ‘The free trade
agitation was one of the great tasks of French liberals in the first half of the
nineteenth century.’¢!

It took some time for the treaty to be put into practice in every field.
For coal and coke, the crucial date was 1 July 1860, and for iron and steel
(of the kind that was not prohibited before 1860) it was 1 October 1860.
For iron manufactured goods the date was 31 December 1860, for linen
and hemp thread, 1 June 1861, and for other manufactured articles, 1
October 1861.52

France abolished all prohibitions and replaced them with import
duties not exceeding 30 per cent ad valorem (2§ per cent from 1 October
1864). The United Kingdom allowed free entry to a large number of
French products, and abolished export duty on coal. Duties on wine
were reduced by more than 80 per cent; France had anticipated a
significant increase in British wine consumption, but this did not fully
materialize. The Anglo-French treaty contained the most-favoured-
nation clause, which was to play an important part in tariff history in the
second half of the nineteenth century. Indeed, we can talk of a return to
the use of this most-favoured-nation clause after an interval of some 30—
40 years, during which the reciprocity clause, or as it was also called, the
American clause, had been dominant.

The most-favoured-nation clause is a formula by which each of the
two signatories to a treaty agrees to grant the other any advantage,
60 A. L. Dunham, The Anglo-French Treaty of Commerce of 1860 and the Progress of Industrial

Revolution in France (Ann Arbor, 1930).

61 M. Lutfalla, ‘Aux origines de libéralisme économique en France. Le “Journal des Economistes”.

Analyse du contenu de la premiére série, 18411853, Revue 4’ Histoire Economique et Sociale, vol.

L, no. 4 (1972), pp- 494—517.
62 P. Boiteau, Les Traités de Commerce. Textes de tous les traités en vigueur . . . (Paris, 1863), p. 6.
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favour, or privilege with regard to trade or navigation that it granted at
the time of signing, or that it would grant in the future, to any other
nation. Such a clause had already been used in a vague form very
occasionally since the twelfth century. It became more frequent and
better defined in the sixteenth and seventeenth centuries, but with certain
limitations — the favoured countries were specifically named. The true
most-favoured-nation clause began to be used from the beginning of the
eighteenth century, notably in the treaties concluded by England. For
example the treaty of October 1706 between England and the town of
Danzig contained the following stipulation: ‘For what remains, if any
greater privileges, which any wise respect the persons, ships, or goods of
foreigners at Danzig, shall be hereafter granted to any foreign nation, the
British subjects shall in the like manner fully enjoy the same themselves,
their ships and commerce.’®?® From the second half of the eighteenth
century most European states included a most-favoured-nation clause in
their treaties.

It was the United States — for whom tariff problems had been a major
factor in their decision to become independent — who introduced the
notion of reciprocity into the most-favoured-nation clause. This reci-
procity clause implies that the most-favoured-nation clause only works
automatically in cases where the new benefit which is to be shared has
been obtained without a concession in return. If a state cannot obtain a
new benefit without making a concession in a particular area, it is
necessary for it to receive the same concession from the state enjoying the
advantage of the most-favoured-nation clause. This reciprocity clause
already figured in the first commercial treaty signed by the United States
(on 6 February 1778, with France). According to article 11, “The Most
Christian King and the United States engage mutually not to grant any
particular favor to other nations in respect of commerce and navigation
which shall not enjoy the same favor freely, if this concession was freely
made or on allowing the same compensation if the concession was
conditional.’64

Although the reciprocity clause was to be used systematically by the
United States and also by most Latin American countries from the early
nineteenth century, it did not reach Europe until about 1830. From the
early 1840s such a clause was to be found in most treaties signed between
European states.®> The Anglo-French treaty of 1860 (and in particular
the complementary agreement of 16 November 1860) reintroduced the
previous form of most-favoured-nation clause, in other words, without
restrictions.

63 C. Poznanski, La clause de la nation la plus favorisée. Etude historique et théorique (Berne, 1917),
p. 24.

64 S. K. Hornbeck, The Most Favoured Clause in Commercial Treaties: its Function in Theory and in
Practice and its Relation to Tariff Policies (Madison, Wis., 1910), p. 14.

5 Poznanski, La clause de la nation la plus favorisée, pp. 46-63.
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This Anglo-French treaty, which was very quickly followed by
further treaties between France and a great many other countries, led to
tariff ‘disarmament’ in continental Europe, mostly as a result of this
most-favoured-nation clause. Already in May 1861 a treaty was signed
between France and Belgium. In August 1862 Germany, or more
precisely, Prussia (in the name of the Zollverein) ratified a treaty with
France which led to a reduction in import duties of about 40—80 per cent
on cotton goods, 25 per cent on crude iron, 80 per cent on manufactured
iron goods, and 60—80 per cent on woollen clothes, etc. Between 1863
and 1866, by means of treaties with France, most European countries
entered the free trade network, or what has been called the network of
Cobden—Chevalier treaties. Italy did so in January 1863, followed by
Switzerland in June 1864; Sweden and Norway in February 186s; the
Hanseatic towns one month later; Spain in June 1865; The Netherlandsin
July of the same year; and, finally, by Austria in December 1866.%¢
Portugal and Denmark were integrated into the free trade network by
means of their commercial treaties with England. Only Russia remained
outside the network of treaties, since she did not sign a commercial treaty
with France until April 1874; in other words, as we shall see, only three
years before taking protectionist measures. Earlier, though, and particu-
larly in 1868, Russia did make liberal reforms in her tariff system.

B. THE LIBERALIZATION OF TRADE POLICIES

Although the network of Cobden treaties played a crucial role in the
liberalization of trade in continental Europe, we should not neglect the
changes in trade policies that took place in most countries between 1860
and 1877. Of course, the general tariff (that applicable to countries not
party to a treaty) has rather less impact when the network of treaties is as
wide as that in force at the end of the 1860s. But we now look briefly at
the most important changes in trade policy in the different countries.

In France, the law of § May 1860 (followed by a series of decreesin 1861
and 1862) abolished most import duties on the vast majority of raw
materials. The law of 15 June 1861 abolished the sliding scale for grain
and fixed import duties at a level of about 3 per cent of their value. The
1863 law removed a few prohibitions and nearly all export duties. Even
more important was the new general tariff of 1869 which exempted
nearly all agricultural products and raw materials from all customs
duties. As for navigation, nearly all discriminatory practices were abol-
ished between 1860 and 1872.

In Germany, the Austro-Prussian war in 1866 enabled Prussia to set up

66 L. Amé, Etude sur les tarifs de douanes et les traités de commerce, vol. 1 (Paris, 1876), pp. 1-36;
Arnauné, Le commerce extérieur, pp. 257—8.
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anew organization of German states, from which Austria was excluded.
This led to a reorganization of the Zollverein, and, in particular, of the
general congress of this union. In 1867 the individual states’ right to veto
was abolished and decisions were taken by a majority vote. Out of a total
of §8 votes, Prussia had 17, Bavaria six and the other 23 states from one to
four each.6” In 1868—70 this new Chamber of the Zollverein approved
some measures to extend the liberalization of trade policy. However, it
was after the foundation of the German Empire (18 January 1871) that
the liberalization process became really effective. In 1873 and 1875 a
certain number of import duties were reduced or completely abolished;
and the law of 1 January 1877 abolished import duties on nearly all iron
manufactured goods.6® Germany had virtually become a free trade
country, probably the most liberal of the major continental European
countries. In 1875 the average import duty on manufactured goods was
about 4—6 per cent, compared with 12—15 per centin France (see Table ).

Asfor agricultural products, the 1862 tariff made important changes in
a liberal direction. Cereals were no longer taxed, and duties on a wide
range of other agricultural products were considerably reduced.

Liberalization was much less obvious in Austria~Hungary, in spite of
the fact that since the 1867 Austro-Hungarian ‘Compromise’, Hungary —
more inclined towards free trade — had an equal share in decisions on
trade policy. Austria—Hungary was, moreover, to be one of the first
countries to revert to a protectionist system with the tariff of 27 June
1878. This tariff involved an increase of 80—100 per cent on average for
manufactured goods. It also involved the payment of duties in gold,
which meant an extra increase.

The unification of Italy in 1861 led to the application to the whole
country of the Piedmontese tariff liberalized by Count Carnillo
Cavour in 1851 and 1859. For certain states this involved a dramatic
reduction in duties —especially in southern Italy, where it meant a drop of
80 per cent. This drop probably contributed to the industrial setback in
this region. In January 1863 the signing of the treaty with France further

67 Henderson, The Zollverein, pp. 315-16.
68 To illustrate this, here are the figures for import duties on metallurgical goods (in marks per
1,000 kg):

1845 1865 1870 1873 1875
Pig 1ron 20 15 s o o
Bar iron 90—180 50—70 35—70 20 o
Iron plates 180240 70—150 50—70 20 [
Coarse cast-iron goods 60 24 24 ) 20 o
Coarse 1ron goods 360 80—-160 80 S50 o]
Fine iron goods 600—3,000 240—600 240—600 240—600 240—600

Source: P. Ashley, Modern Tariff History: Germany—United States—France, 3rd edn (London,
1920), p. 40.
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Table 5. Average levels® of duties
on manufactured products in 1875

Percentage

Austria—Hungary 15—20
Belgium 910
Denmark 15—20
France 12—-1§
Germany 4—6
Italy 8-10
Norway 2—4
Portugal 20-2§
Russia 15—20
Spain 15—20
Sweden 3-5
Switzerland 4—6
The Netherlands 3-5
United Kingdom o
Continental Europe? 9—12
Europe" 6-8

Notes:

4 Probable level of averages, but not
extreme ranges.

b Weighted averages (by value of 1869~
71 imports).

Sources: Author’s computations based on

tariff duties and prices for 14 different

manufactured products.

liberalized Italian trade policy. In the mid-1870s Italy had the second
most liberal tariff of the major countries of continental Europe.

One of the consequences of the 1868 revolution in Spain was to bring
into power in the government of the First Republic a group favourable
to free trade. The 1869 tariff made trade policy considerably more
liberal. Prohibitions were abolished and replaced by duties of 30—35 per
cent which it was proposed to reduce, over a period of twelve years, to a
maximum of 15 per cent. Differential duties were abolished and most
other duties were sharply reduced. This liberalization was short-lived,
however. The tariff reductions planned for 1875 did not take place and,
after the change of government in 1876, the return to protectionism
began (see section vcr).

Trade policy in Russia became noticeably more liberal with the 1868
tariff. It led, though, to a rapid increase in imports and hence to a
deterioration in the balance of trade. From 1866—8 to 1877—9 imports
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rose by 8.9 per cent per annum, and the balance of trade slumped from a
surplus of 5.3 per cent of the value of imports to a deficit of 15.2 per cent.

The two small, highly industrialized countries (Belgium and Switzer-
land) gradually achieved something close to a total free trade system. It
should not be forgotten that these two countries — which in 1870
accounted for only 2.4 per cent of the population of Europe — provided
8.1 per cent of all European exports and probably about 11.0 per cent of
European exports of manufactured goods.

In Belgium, because of the larger number of treaties, the special tariff
had become more or less the rule and the general tariff the exception. The
law of 14 August 1865 was to extend the provisions of the special tariff to
the general tariff.5® From 1873 (law of 3 January) there was free trade in
foodstuffs, and the law of 27 April of the same year abolished, among
others, the duties on linen, hemp, and jute thread. At the same period the
tolls payable to The Netherlands for navigation on the Scheldt estuary
were redeemed. These had been a serious handicap to the port of
Antwerp. At the beginning of the 1860s, the tolls amounted to 2 million
francs per annum (or about 0. § per cent of the value of imports) and they
were redeemed by the treaty of 16 July 1863 for 36.3 million francs, of
which Belgium paid one-third and the United Kingdom a little over
one-fifth.

Without really altering her general tariff (which was in any case fairly
liberal) Switzerland liberalized her trade policy by means of numerous
treaties containing the most-favoured-nation clause. Between Novem-
ber 1860 and August 1875 such treaties were signed with sixteen
countries.

In The Netherlands, the new tariff of 1877 marked a further stage
towards a completely free trade system. The Scandinavian countries and
Portugal were also moving in the same direction. In Scandinavia, the law
of 20 May 1874 (called Inter-Dominion) set up a free trade zone for local
products between Sweden and Norway. Denmark, which, like Portugal,
was linked to Great Britain by treaties containing the most-favoured-
nation clause, was integrated into the network of Cobden treaties from
1860. Finland made some liberal reforms in the 1869 tariff, but this still
remained highly protectionist. The liberal nature of Portugal’s trade
policy further increased with the signing, in 1866, of a trade treaty with
France and through two additional agreements with Great Britain (1876
and 1882).

To end this brief summary, we should note that in the United Kingdom
the government further strengthened its liberal trade policy. The very

%9 For brief definitions of the different types of tariff, see section vaA.
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Table 6. Annual rate of growth of different sectors according to tariff policies and economic periods (per cent)

Exports GNP Industry Agriculture® Population
Tariff policy periods (Europe)
Protectionist 1830—1844/6 3.5 1.7 2.7 (0.8) 0.6
British liberalism 1844/6-1858/60 6.0 1.§ 2.3 (0.9) 0.7
European liberalism 1858/60—~1877/9 3.8 1.7 1.8 0.5 0.8
Shift to protectionism 1877/9—1890/2 2.9 1.2 2.2 0.9 0.9
Protectionism 1890/2-1913 3.5 2.4 3.2 1.8 1.0
Economic periods
Europe
Slow growth 1829/31—1842/4 3.5 1.6 2.5 (0.8) 0.6
More rapid growth 1842/4-1868/70 5.0 2.0 2.3 (0.9) 0.7
Depression 1868/70-1891/3 2.8 1.1 1.9 0.7 0.9
Rapid growth 1891/3—1911/13 3.8 2.4 3.4 1.7 1.0
Continental Europe
Fairly rapid growth 1829/31-1868/70 4.3 1.8 2.0 (1.0 0.7
Depression 1868/70—1891/3 2.9 1.0 2.0 0.8 0.9
Rapid growth 1891/3—1911/13 4.0 2.6 3.8 1.5 I.I
Note:

9 For agriculture based on seven-year annual averages.

Figures in parentheses have a higher margin of error than other figures for the same periods.
The first starting dates have been chosen for reasons of availability of data.

Sources: P. Bairoch, Commerce extérieur et développement économique de I’Europe au XIXe siécle (Paris, 1976); and data assembled for this study.
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low import duties on wheat (about 2 per cent of the value) were
abolished in 1869. Duties on sugar, which had been reduced by half in
1870 and then by half again in 1873, were abolished in 1874. In 1875—7
import duties amounted to only 5.2 per cent of the value of imports, and
out of the total customs revenue, 97 per cent came from tea, coffee, wine,
spirits, and tobacco.

C. FREE TRADE AND THE GREAT EUROPEAN DEPRESSION

The period when free trade reached its height in Europe (before, that is,
the second free trade epoch in Europe of post-1962) was undoubtedly
during the twelve years 1866—77. In the middle of this period (around
1870—2) began what has been called the great depression of the European
economy.”?

As far as the volume of European trade is concerned, the reversal of the
trend began in 1873. Partly as a result of the rapid expansion of British
foreign trade, the volume of European exports grew very rapidly in the
period 1846—60: 5.6 per cent per annum from 1844—6 to 1858—60. The
first decade of the free trade period had already been marked by a
noticeable slackening in this growth (5.0 per cent from 1858—60 to 1870—
2), but the decrease was much less obvious for continental Europe (5.7
per cent from 1844—6 to 1858—60 and 5.6 per cent for 1858—60 to 1870—
2). From 1873, though, until 1893—4 there was a period in which the
volume of European sales only grew by about 2.3 per cent per annum.
For continental Europe this slowing down was even more pronounced.
Whereas during the two decades up to 1873 there were many periods
where the annual growth rates (calculated on three-year moving aver-
ages) exceeded 6.0 per cent (between 1848 and 1872 there were twelve
such instances, including five which exceeded 8.0 per cent), from 1872—
93 the maximum was 4.0 per cent, and only on seven occasions did this
rate exceed 3.0 per cent.

This serious decline in the growth of trade is obviously only one aspect
of the depression. In the case of growth rates of the economy as a whole,
the turning-point came a little earlier, in 1868—70, with recovery in
1891—3. The per capita growth rate of Gross National Product declined
from an annual rate of about 1.6 per cent for the 1850s and 1860s to 0.6
per cent for the next two decades. In other words, during this depressed
phase, European economic growth was even lower than it had been even
in 1830—40 (when it was about 1.0 per cent; see Table 6).

70 Thas term has been used particularly in relation to Great Britain, since until recently the statistics
for the growth of production and trade for the whole of Europe were not available. For these
statistics, see Bairoch, Commerce extérieur et développement economique. As we shall see, in the

period from 1871—3 to 1889—91, the great depression affected continental Europe much more
than Great Britain.
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The important thing to notice here is that the depression ended around
1892—4, just when, as we shall see in section v, the return to protectionism
in continental Europe had become really effective. This poses the impor-
tant problem of the influence of tariff policy on economic development.
How, and to what extent, could free trade have caused a depression in the
European economy, and how could protectionism have led to a
recovery?

A first clue to the role of trade policy can be found in the fact that the
depression was less pronounced in Great Britain, and that the economic
recovery mainly benefited those countries that had reverted to protec-
tionism. Thus, from 1870—90, compared with 1850—70, the decrease in
the growth rate of Gross National Product per capita was 30 per cent in
Great Britain (or from 1.6 per cent to 1.1 per cent per annum) and 80 per
cent for continental Europe (or from 1.1 per cent to 0.2 per cent per
annum). Moreover, whereas during the protectionist phase the economy
of continental Europe grew at an annual rate per capita of about 1.5 per
cent, in Great Britain this growth rate continued to decline and was only
about 0.7 per cent.”! Because of the continuity of British trade policy
from 1846 to 1913, concentration must be particularly on continental
Europe.

The second clue, which tells much more about the impact of changes
in trade policy on economic development, is to be found in the analysis of
the causes of the decline in growth in Europe in general, and in continen-
tal Europe in particular. As can be seen from Table 6, for Europe as a
whole, the slowing down in the growth of the Gross National Product
was mostly the result of a decline in the growth rate of agricultural
production. For continental Europe, growth in the volume of agri-
cultural production slowed considerably after 1870; between 1870—4
and 1888—92 agricultural production increased by only 0.6 per cent per
annum, whereas the population increased by 0.8 per cent. In other
words, there was a drop in production per inhabitant of about 0.2 per
cent per annum, compared with a growth of about 0.3—0.4 per cent
during the previous decades. This crisis in agriculture in continental
Europe can be almost completely explained by the influx of overseas
grain, itself the result of the drop in transport costs, and of the total
abolition of tariff protection which took place in continental Europe
between 1866 and 1872.

It should be noted here that as far as agriculture was concerned, tariff
‘disarmament’ was all the more complete because in this respect the
theories of the free traders and of the protectionists coincided. List did not
envisage a protectionist ‘learning’ period for agriculture. As we have

71 This analysis and these statistics are taken from Bairoch, Commerce extérieur et développement
economigue. Obviously, only the mam elements can be put forward here
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seen, the influx of American grain began at the end of the civil war, and
rapidly became very significant, even compared to total local European
production. In France, imports of wheat which had amounted to 0.3 per
cent of domestic production in the decade 185160, rose to 19.0 per cent
in 1888—92. In Belgium, the level of imports rose from about 6 per cent
around 1850 to more than 100 per cent around 1890. In the rest of Europe
the figures were usually somewhere between these two extremes. The
period of most rapid change was 1867—79. Imports of grain (and of flour
expressed in terms of grain) into Germany, Belgium, and France in-
creased from some 1.0 million tons per annum in 1862—6 to 2.7 millions
in 1867—71, 6.6 millions in 1876—80 and to 7.5 millionsin 1888—92. These
imports represented about 3 per cent of local production in these
countries in 1862—6, 20 per cent in 1876—80, and 22 per cent in 1888—92.
Moreover, whereas these countries exported significant quantities of
grain (about s per cent of production) in 1862—6, in 1888—92 these
exports had seriously declined (2 per cent of production).

In 1860—80, grain accounted for some 35—40 per cent of all agri~
cultural production in the industrialized countries of continental Europe.
In such a system, the substitution of 22 per cent of grain production by
imports in the space of 26 years represents in very simple terms a decrease
of 0.33 per cent per annum in the volume of total agricultural
production, assuming there was no exceptional increase in consumption
due to the availability of supplies.”? It does not seem that such an increase
in consumption took place in these countries. In France, the country for
which the most complete statistics are available, total consumption of
grain per head (including animal consumption, but excluding seed-corn)
increased by only 0.27 per cent per annum from 1855—64 to 1875—84,73
whereas it had grown by 0.75 per cent per annum between 1825~34 and
1855—64. Thus the rapid influx of grain itself explains in large part the
serious deceleration of growth in the total agricultural production of
continental Europe.

This influx of grain particularly affected the farmers because the low
price of the imports led to a drop in the domestic prices of grain and of
agricultural products in general. On the other hand, it should be noted
that the share of cereals in cash crops is more important than their share in
total agricultural production. As a result, the standard of living of
farmers in nearly all the countries of continental Europe remained static,
or even fell. This question of farmers’ standard of living is returned to in
section V.

72 If only the period 18626 to 1876—80 1s taken the figure reached 1s close to 0.5 per cent per
annum.
73 On the basis of figures given by J. C. Toutan, ‘Le produit de 'agriculture frangaise de 1700 i

1958, Cahiers de PISEA (Histoire quantitative de I’économie frangaise), series AF 2, suppl. no.
115 (July 1961), p. 238.
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The decline in the farmers’ standard of living clearly had important
consequences not only within the agricultural sector but also outside it,
because of the relative importance of this sector, which, at the time,
accounted for some 60 per cent of total population in continental Europe.
This decline affected the overall demand for industrial products, and for
the building sector. Its consequences on the European economy were
further aggravated by the fact that the United States had been the main
supplier of grain to Europe from the 1870s to the 18g0s. Because of the
protectionist trade policies of the United States — which hardened after
the victory of the North in the civil war (see section x) —additional grain
sales to Europe did not lead to a corresponding increase in purchases of
European manufactured goods, creating an unfavourable balance of
trade between Europe and the United States. About 1870, continental
Europe’s imports from the United States were within s—6 per cent of the
value of its exports to that country; in 1880 these imports exceeded
exports by 9o per cent.

The apparent contradiction between the negative effects of these
increased imports of foodstuffs in continental Europe and the positive
effects of this same policy in Great Britain some 25 years earlier is to be
explained essentially in terms of the different stages of economic devel-
opment reached by the two areas at the time this policy was adopted. In
Great Britain, the active farming population represented only about 22
per cent of the total active population in 1846, whereas the active
population engaged in manufacturing industry was about 37 per cent.
For the whole of continental Europe in 1860—2 about 63 per cent were in
the agricultural sector and some 18-20 per cent in manufacturing
industry. Even in the industrialized countries of continental Europe?4
some 52 per cent of the active population were engaged in agriculture,
and 19—21 per cent in industry. These striking differences suggest that the
transfer of man-power from agriculture to industry should have taken
place in continental Europe at a rate at least twice as fast as in Great
Britain, and at a time when foreign outlets clearly could not play the
same role as for Great Britain because of the latter’s established economic
lead. Two other structural differences emerge between the two types of
economy and the two periods. In 1846 Great Britain already had a higher
level of imports of foodstuffs than continental Europe (and even than
industrialized continental Europe) had around 1860;7> a situation — it is
important to note — which was the result of a very slow process which
had begun in 1770—80. This process had therefore already allowed a

74 In other words, Germany, Belgium, France, Sweden, and Switzerland.

7% Around 1840—s Great Britain imported 530,000 tons of grain annually, which represented 4—5
per cent of 1ts own production. Around 1860 continental Europe as a whole produced more
grain that it required, and the same was true (though to a lesser extent) for industrialized Europe.
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gradual shift in production factors (labour and capital) from agriculture
to industry. Secondly, around 1846 non-European grain was not yet
available in large quantities, and, moreover, the cost of transport made it
less competitive.

Climate is the only factor which could have reduced the responsibility
of the liberalization measures concerning food imports on the agri-
cultural depression in continental Europe. However, it is evident that,
even in such a case, it would not have meant much lower levels of food
imports, but less negative effects of those imports. In other words, only
an exceptional series of bad harvests could have reduced the
responsibility of the trade measures for the slump. There are, however,
no cases of outstandingly bad harvests, or even really unfavourable ones,
especially of grain. In France, wheat yields— which had increased by 0.15
per cent per annum between 1842—51 and 1862—71 — rose by 0.46 per
cent per annum between 1862—71 and 1882—91 (and by 0.75 per cent
between 1882—91 and 1902~11). Between 1872 and 1891 there were ten
years which showed a drop in yield over the previous year, but there had
been twelve years like this between 1852 and 1871, and twelve again
between 1832 and 1851, and there were nine between 1892 and 1911. The
data areless good for other crops, but they appear to show similar trends.

If we move to Central Europe we see that in Germany wheat yields —
which had increased by 0.70 per cent per annum between 1846—54 and
1862—71 —rose by 0.99 per cent per annum between 1862—71 and 1882—
91 (and by 1.45 per cent between 1882—91 and 1902~11). Other cereals
followed a similar pattern, with the exception of rye (which was the
main cereal crop grown in Germany). This showed a less positive trend,
since the increase in yields was only 0.45 per cent per annum between
1862—71 and 1882—91, as opposed to 0.81 per cent for the previous
period. In Northern Europe an indicator exists for Sweden which is
interesting because it excludes the effects of technical progress: an index
of the overall level of yields on a scale of 0 to 5, with 3 representing the
average harvest. This index is based on appreciations made in the period
itself. For the years 1869—92 the annual average of this index is 3.28,
compared with 2.88 for the preceding 24 years and 3.31 for the following
24 (and 3.13 for the 24 years between 1916 and 1939). On the other hand,
in the South, in Italy, yields remained stagnant. This was a long-term
stagnation linked to the country’s difficulties and was not due to climatic
conditions.

However, for Europe as a whole, it is likely that in the middle of this
period the years 1875—81 were rather bad as far as the weather was
concerned, particularly for wheat cultivation. Yields in this period were
a little lower than those in the years before and after it. In France, for
example, wheat yields were 10.42 quintals (1 quintal= 100 kg) per
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hectare in 1875—81, as opposed to 11.32 in 1868—74 and 11.88 in 1882—8.
In Germany wheat yields which had been 13.33 quintals per hectare in
1868—74 rose to only 13.65 in 1875—81, but to 15.11 in 1882—-8. In
Sweden, where climatic variations had more influence, the yield was
13.14 quintals per hectare in 1875-81, compared with 15.22 in 1868—74
and 15.12 in 1882—8. The drop is less pronounced in the case of the
indicator of the level of harvests: 3.17 for the period 1875—81, as opposed
to 3.24 for the period before and after this. For Great Britain (where we
do not have an annual series of yields before 1885) the year 1879 is usually
considered to have had the worst harvest of the century. All the same, the
relative impact of this factor is reduced by the extent of these decreases in
yield (8 per cent for France, 14 per cent for Sweden, but almost zero not
only for Germany, but also for Austria—Hungary and Russia) and by the
fact that the phase was short-lived. Moreover, a similar phase is to be
found in the United States during the years 1875—85: 8.24 quintals per
hectare in 1875—85, compared with 8.37 in 1868—74 and 8.53 in 1886~
92.76

As far as the climate of Europe in the nineteenth century is concerned,
the only available data are those of the average temperatures. What is
called the ‘Little Ice Age’ probably began in the fourteenth century and
ended around 185060, after which there was a warmer period which
apparently lasted until 1963. Within this cycle, though, in the years
1884—1889/97 there was a short cold spell, very probably caused by the
volcanic eruption of Krakatoa, in 1883.77 Almost the whole of the
nineteenth century, then, was a period of climatic change. But it goes
without saying that the influence of the climate on agriculture isnot just a
matter of average annual temperatures; much more important are the
seasonal fluctuations in temperature, the annual and short-term vari-
ations in the amount of rainfall and its phasing over the year.

It is clear then, that as the figures for foreign trade allow clearly to be
seen, the imports of grain were the basic cause of the agricultural crisis in
1870—90. Moreover, even if the climate had been responsible for the

76 Figures for yields and harvests from Annuaire statistique de la France (retrospective sections); W.
G. Hoffmann, Das Wachstum der Deutschen Wirtschaft seit der Mitte des 19. Jahrhunderts (Berlin,
1965), p. 278; Statistiska Centralbyran, Historisk Statistik for Sverige (Stockholm, 1959), pp. 44
and 60; G. Sundbarg, Apergus statistiques internationaux (Stockholm, 1908), pp. 210, 211,and 233.
For the whole of Europe, if one takes into account the long-term increases in wheat yields, the
increase in 1876—81 was 3 per cent above ‘normal’.

77 Derived from H. H. Lamb, Climate, Present, Past and Future, vol. 1 (London, 1972}, and
especially vol. n (London, 1977); E. Le Roy Ladune, Histoire du climat depuis I’ An Mil (Paris,
1967); S. W. Matthews, “What’s Happening to Our Climate?’, National Geographic Magazine,
vol. cv, no. s (November 1976), pp. s78—615; E. V. Rudloff, Die Schankungen und Pendelungen
des Klimas in Europe seit dem Beginn der Regelmassigen Instrumenten-Beobachtungen (1670) (Bruns-
wick, 1967); T. M. L. Wigley, M. ]J. Ingram, and G. Farmer, Climate and History: Studies in Past
Climates and their Impact on Man (New York, 1982).

Cambridge Histories Online © Cambridge University Press, 2008



PROTECTIONISM ON THE CONTINENT, 1879-92 S1

flattening in the curve of agricultural production, the consequence of this
for the agricultural sector would not have been so severe if free trade
policies for grain had not been operating. In that case, there would have
been a rise in the price of grain, and hence a more positive evolution of
the purchasing power of the farmers. This would have led to a higher
demand for manufactured goods. In 1875~81 — which, as we have seen,
was not a good period as far as climate was concerned — the price of grain
not only did not rise, but actually fell. In France and in Prussia the price
for wheat paid to the producer fell by 9. 5 per cent in relation to the period
1868—74, and in Belgium by 13.2 per cent. Let us remind ourselves that
the increased imports of cereals were not balanced by increased exports
of manufactured goods, mostly because of the protectionist policies of
the United States.

As we shall see in section v, the politicians of the period eventually
became aware of the consequences of the opening of the frontiers to
agricultural products, and the first protectionist measures were designed
for this sector. We shall also see, in sections v and v1, that as a general rule
these measures facilitated a recovery not just in agriculture but in the
whole economy of these countries.

V. The return to protectionism on the continent,
187992

As we have seen, economic growth slowed down a great deal on the
continent from 1870—2 on. This slowing down was caused by difficulties
in the agricultural sector which were due essentially to the influx of
foreign grain. Such a situation was bound to lead to a shift in trade policy,
inducing a return to protectionism.

This return to protectionism coincided with three factors closely
linked to trade policy. The most important of these in terms of its
immediate and lasting consequences was the colonial expansion of the
1880s and 1890s. This led to a considerable increase in European trade
with Asia and above all with Africa. The share of these two continents in
European trade between 1880 and 1910 rose from I11.1 per cent to 14.6
per cent for exports, and from 10.8 per cent to 14.5 per cent for imports.
More details on thisand on colonial trade policies are given in section viiI.

The second important factor was the rapid expansion of international
capital movements which was at once cause and consequence of the
expansion of international trade, but also in part a substitute for this
trade. Between 1870 and 1913 the gross stock of European capital abroad
passed from $8.8 to $40.0 thousand million.

The third factor was the rise of institutions for promoting trade, a rise
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which accelerated from the 1880s on (see section vi). The return to
protectionism was thus accompanied by profound shifts in economic
life, which obviously included more than the three factors just referred
to.

Germany was the first important country to make serious changes to
its customs policy, which it did with the new tariff of July 1879. This was
an important event. Just as the Anglo-French treaty of 1860 marks the
beginning of the free trade period, this new German tariff marks the end
of the period and the gradual return to protectionism on the continent. It
is true that in 1877 Russia (because of its new requirement that customs
dues should be settled in gold, which meant increasing them by 32 per
cent), Austria, and Spain (also in 1877) had all preceded Germany, but
these countries played only a minor role in the international trade in
manufactured goods. Besides, Austria had been led to this move by
Germany’s refusal to renew the trade treaty between them. It must also
be said that in 1878 Italy, too, moved a little way towards protectionism,
but this was not a serious modification of her policy. This modification
did not take place till the beginning of 1888 when the new tariff law of
1887 was put into practice (see p. 63).

This modification of trade policy coincided with an increasing sophis-
tication of tariffs. There are two main kinds of tariff. The first is called
‘autonomous’, or ‘statutory’, or sometimes ‘single schedule’, and it is a
tariff which can only be established or modified by legislation. The
second type is the ‘conventional’ or ‘multi-schedule’ tariff, which can be
established and, still more important, modified as a result of treaties and
agreements with other countries. In the case of the conventional tariff the
term ‘general’ tariff is used in the case of dues paid by countries with no
special treaty relationship, and the term ‘special’ tariff in the case of the
countries where special treaties apply.”’® From the years 1877—92 a
system of double tariffs spread, which was also known as the ‘minimum
and maximum’ tariff, a combination of autonomous and conventional
tariffs where the maximum tariff was paid by all states with which no
special treaties existed, while the minimum tariff was only granted after
negotiations for reciprocity.

It should also be noted here that nearly all tariffs which came into force
in the period 1879—1914 provided for specific duties. This trend was
partly because specific duties were much easier to collect (and there was
less risk of fraud) since it was only necessary to establish the nature of the
product in order to calculate the duties payable. Moreover a duty based

78 For an analysis of the tariff system, see in particular: G. M. Fisk and P.S. Pierce, International
Commercial Policies with Special Reference to the United States (New York, 1925); T. E. G.
Gregory, Tariffs: A Study in Method (London, 1921); M. Moye and B. Nogaro, Les régimes
douaniers, législations douaniéres et traités de commerce (Paris, 1910).
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Table 7. United Kingdom foreign trade of manufactured goods with
industrial Europe® (annual averages'in current [ million)

18547 1871—9 1898—1901 1909—13
Imports 8.5 42.4 71.9 98.9
Exports 20.3 41.2 42.4 65.8
Gross trade balance +11.8 —-1.2 —29.5 —33.1
Trade balance corrected for
transport cost? +14.6 +3.7 —25.3 —26.5
Notes:

4 Austnia~-Hungary, Belgium, France, Germany, Italy, Luxemburg, The Netherlands,
Switzerland.

b F.0.b. exports have been (in part arbitrarily) increased by 14 per cent for 1854—7, by 12
per cent for 1877—9 and by 10 per cent for the last two periods.

Source: Derived from W. Schlote, British Qverseas Trade from 1700 to the 1930s (Oxford,

1952).

on quantity increased the degree of protection when imported goods
dropped in price. From 1874 until 1897-8 the international price level
showed a falling trend, with a decline of about 3 5 per centin export prices
and about 40 per cent in import prices. This means therefore, that if
specific duties remained stable during this period, there was an increase in
the degree of effective protection of about 40 per cent. One other
important characteristic of the tariffs drawn up at this time was the
continual increase in the number of headings and subheadings in the tariff
schedules.

In continental Europe, the triumph of protectionist ideas was very
largely the result of the coalition between the interests of agriculture and
those of industry. The farmers, who were disappointed by the slow
growth of sales to Great Britain and seriously handicapped by the influx
of grain and other foodstuffs from overseas, thus supported the manufac-
turers, who had never really been convinced of the advantages of free
trade.

The arguments of the farmers carried all the more weight because in
most of the industrialized countries industry had not, in fact, suffered
from the tariff disarmament. The flood of British goods onto the
continent had not been as serious as the protectionists had feared, and, in
particular, the British market had been opened up to European manufac-
turers leading to increasing sales. On examination of the balance of
British trade with the industrialized countries of continental Europe, one
finds that although Great Britain did indeed double its sales of manufac-
tured goods to industrialized Europe between 1854—7 and 1877-9, her
imports of these same products from these countries increased fivefold
(see Table 7).
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If these figures are adjusted to take into account the cost of transport,
Great Britain’s trade surplus with industrialized Europe (so far as manu-
factures are concerned) decreases from some 15 million to about £4
million between 1854—7 and 1877—9. This seems at first sight paradox-
ical, given the British technological advance. It resulted essentially from a
symmetry of tariff disarmament affecting manufactured goods, since
manufactured goods moved freely into the United Kingdom whereas
very often in continental Europe duties were still around 15—20 per cent
(see Table s). This trend was to continue and even accelerate, since after
1879 the asymmetry in tariffs became even more pronounced.

Despite this, we should not underestimate the impact of the liberaliza~
tion of free trade on the influx of manufactured goods into certain
continental countries, in particular those which were least industrialized.
These countries faced unequal competition, not just from British indus-
try but also from the more highly developed countries of continental
Europe. Just before the liberalization of trade policies, for example, the
gap between Austria—Hungary, Russia, and Spain on the one hand, and
Germany, France, and Belgium on the other was greater than that
between Germany, France and Belgium, and the United Kingdom (see
Table 4).

As the title of this section indicates, the period 1879—92 saw a gradual
return to protectionism. This means that if continental Europe as a whole
is considered, a large part of this period can still be said to have been
characterized by predominantly liberal trade policies, using this term in
its nineteenth-century sense. The end of the liberal period can be dated
from 1892 with the adoption of the so-called Méline tariff in France.
That year was a watershed for tariff reform, since most treaties expired
then (the majority in February). If one counts the number of treaties
carrying an expiry date that were in force on Europe in 1889, out of a
total of 53 treaties, 27 ran out in 1892 (21 of these in February), 3 in 1890, 9
in 1891, 3 in 1893, 1 in 1894, § in 1895 and 4 between 1896 and 1901
inclusively.”®

We shall now consider how far the changes in tariff policy can be
regarded as, in part, a compensation for the fall in transport costs, and
then look at the trade policies themselves, with an analysis of the change
of direction in Germany and of the main aspects of what can be called the
tariff ‘contagion’ of continental Europe. Protectionist reaction in certain
circles in Great Britain (which came to nothing) are dealt with in the
following sub-section (section vI B).

79 Figuresderived from A. Eichmann, Recueil des tarifs conventionnels des douanes de tous les pays et des
traités de commerce suisses (Berne, 1889), pp. X—XXx.
It should be noted that, generally, even treaties drawn up with a fixed expiry date had to be
revoked twelve months before that date, otherwise they remained in force until one year after
the date on which one of the contracted parties revoked it.
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A. THE DROP IN TRANSPORT COSTS AND TARIFF PROTECTION

In a sense, the tariff measures adopted in Europe can be seen partly as a
means of compensating for the drop in transport costs. This is particu-
larly true for agricultural products, but it also applies to some extent to
manufactured consumer goods. In order to assess the real impact of this
factor, we have tried to estimate the influence of changing transport costs
on import prices of five representative products: wheat, two semi-
finished manufactured goods (cotton thread and bar iron), and two
manufactured goods (iron goods and cotton textiles).

Two sets of transport costs have been elaborated, one affecting
overland transport and the other transport by sea. As far as land transport
is concerned, the average cost per kilometric ton is estimated by examin-
ing three types of transport: roads, inland waterways, and railways. The
cost per kilometric ton of each of these means of transport has been
estimated for the following years: 1830, 1850, 1880, and 1910. These are
average costs based on often-disparate data for the main developed
countries. For each period the relative importance of the three forms of
transport has been postulated on the basis of the fragmentary data
available for some countries. For 1850, for example, we have assumed
that road transport accounted for ss per cent of transport, inland
waterways for 40 per cent, and the railways for § per cent; whereas for
1910 the percentages were s, 20 and 75 respectively. As far as maritime
transport is concerned, calculations are based on the transatlantic crossing
between the United States and England. The average length of land
journeys involved in international trade is estimated at 8oo km, which
may seem too low, but it should be remembered that internal trade also
necessitated transport. Here we are concerned only with transport
directly connected to international trade.

The average transport costs assembled are considerably affected by the
very low cost of transporting relatively heavy goods in bulk. The
information available shows that transport costs in the nineteenth cen-
tury, as is the case today, varied according to the density, value, nature,
etc., of the goods concerned. In the first scale of freight rates of British
railways, for example, the freight charges per kilometric ton varied from
one to three (or even more) times as high for some goods as for others;8°
the lowest charges were for goods like coal, sand, etc.; and the highest for
manufactured goods. In our calculations the average costs of transport
are applied to wheat and bar iron. These average costs are then increased
by 80 per cent for cotton thread and iron manufactured goods, and by
150 per cent for cotton textiles. Supplementary expenses such as insur~

80 See for example C. E. R. Sherrington, A Hundred Years of Inland Transport, 1830—1933 (London,
1934), pp- 31-5.

Cambridge Histories Online © Cambridge University Press, 2008



56 EUROPEAN TRADE POLICY, I1815—1914

ance, which in many cases was a significant item are not included. These
additional costs varied widely — for goods with a low specific value it
might represent only about s—10 per cent of the total transport costs, but
it could reach or exceed 100 per cent for goods with a very high specific
value.

The most representative series of prices have been used, whether they
relate to production or export. For manufactured iron goods and cotton
textiles the data are less complete and in certain cases these prices have
been calculated on the basis of a ratio of about 1:6 between bar iron and
iron manufactured goods; and from 1:2 between cotton thread and
cotton textiles.81

Let us now look at the results of these calculations. As far as wheat is
concerned, if one assumes a journey by both land and sea transport costs
are arrived at amounting to the following percentages of the cost of
production (in Europe): 1830, 76—82 per cent; 1850, 73—79 per cent;
1880, 39—43 per cent; and 1910, 25—30 per cent. Between 1850 and 1880,
therefore, the decline in transport costs alone could have accounted for a
fall of about 30 per cent in the price of imported wheat. It should be noted
that between 1830 and 1880 the decrease was mainly due to a fall in land
transport costs whereas after 1880 there was also a decrease in maritime
freight charges.

For bar iron, assuming that only land transport was involved, the
incidence of transport costs probably developed as follows: 1830, 89—94
per cent; 1850, 68—74 per cent; 1880, 313§ per cent; and 1910, 18—20 per
cent. If the cost of a transatlantic crossing is taken into account the figures
are about 94—100 per cent in 1850, and 27—31 per centin 1910. Transport
costs for cotton thread were relatively much lower. The specific value of
thread of average thickness and value was, on the whole, 15 to 20 times
higher than that of bar iron. For overland journeys the following figures

81 Jtisnot possible here to give all the 50 or so references necessary to establish all the parameters of
the present estimates (transport costs and prices of goods). However, the transport costs and the

prices of select commodities are given below (costs and prices in current US dollars, and
representing an average for all developed countries):

1830 1850 1880 1910

Average cost of land transport (per ton and per 100 km)

Roads 6.2 5.0 4.0 3.6

Rivers/canals 1.0 0.7 0.4 0.2

Railways — I.s I.I 0.8
Average cost of maritime transport (per ton) on the crossing

US/England 9.5 9.0 8.5 3.3
Reference price of commodities (per ton)

Wheat 54 45 45 36

Bar iron 36 35 30 34

Manufactured iron 216 210 180 204

Cotton thread 550 530 580 780

Cotton textiles 1,100 1,030 I,II0 1,450
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are obtained: 1830, 9—13 per cent; 1850, 710 per cent; 1880, 3—4 per cent;
and 1910, 2—3 per cent. If a sea voyage is taken into account, costs range
from 10-13 per cent in 1850 to 2—3 per cent in 1910. In this case the
decrease in transport costs did not have any very marked effect, but it
should be remembered that we are only dealing here with transport costs
as such, and have excluded a whole series of supplementary expenses
which in this case would probably have doubled these percentages.

For iron manufactured goods the relative proportion of land transport
costs developed as follows: 1830, 24—30 per cent; 1850, 19—23 per cent;
1880, 8—12 per cent; and 1910, s—7 per cent. If a transatlantic crossing is
included, these figures are 32—38 per centin 1830, 27—3 I per cent in 1850,
16—20 per cent in 1880 and 8—10 per cent in 1910. Finally, for manufac~
tured cotton goods land transport costs probably represented no more
than 6—9 per cent of their value in 1830, §—7 per cent in 1850, only 2—3
per cent in 1880 and 1—2 per cent in 19710. Including a transatlantic
crossing, these figures would be 8—11 per cent in 1830, 7—9 per cent in
1850, 4—5 per cent in 1880 and about 2 per cent in 1910. Here, the
comments about additional expenses are even more relevant than for
cotton thread.

Overall, it can be postulated that between 18 50 and 1880 the introduc-
tion of a supplementary import duty of about 25—30 per cent ad valorem
on agricultural products merely compensated for the effects of the drop
in transport costs which occurred during this period. For manufactured
goods, the degree of compensation is more difficult to estimate. For
metal goods, one can surmise that the average increase ranged from 10 to
5o per cent ad valorem depending on the degree of sophistication of the
product. For textiles, the corresponding figures are only 3 to 7 per cent.

Between 1880 and 1910 the fall in transport costs was about 60 per cent
of that which had taken place between 1850 and 1880, and this ratio can
be applied to the above-mentioned shares. All the same, it should be
noted that as far as countries outside Europe are concerned, the fall in
transport costs was greater after 1880. Similarly, in the peripheral coun-
tries of Europe (peripheral in relation to the most industrialized coun-
tries) the effects were greater than those estimated above. It should be
remembered that these calculations were based on the assumption of a
journey of 800 km. The distance from Paris to Bucharest or Paris to
Athens, though, is about 2,200 km, and from London to Moscow it is
about 3,000 km. These factors can partly, at least, explain the stronger
protectionist reaction of the most peripheral countries.

It can be concluded that to a large extent the tariff barriers set up
during the period 1880—1914 merely replaced the previous natural
barriers provided by high transport costs. However, importantly, tariff
barriers were more efficient than natural ones because they were adjusted
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to take into account the degree of sophistication of the goods (or in other
words the share of value added) or other factors, while in the case of
natural barriers (transport costs), their incidence decreases with the
degree of elaboration of the product.

B. THE CHANGE OF DIRECTION IN GERMANY

The liberalization of trade policy in Germany had led — as in nearly all
continental European countries — to a very great increase in imports of
grain. In 1861—70 760,000 tons were imported annually, but in 1873—7
the figure was 1,300,000 tons. In other words, Germany, which had
traditionally exported more grain than it imported, now did the reverse,
since in 1873—7 her exports were only 890,000 tons per annum. On the
eve of the first protectionist measures annual imports were 3,070,000 tons
(for 1877—9). If flour is included (expressed in its grain equivalent), the
figure for this period is about 3,800,000 tons, or in other words, about
20—22 per cent of home production, as opposed to 4—5 per cent in
1861—70.

The growth of the volume of value added of the agricultural sector,
which was 2. § per cent per annum from 1850—6 to 18 58—64, was reduced
to 0.4 per cent per annum from 1858—64 to 1874—80.%82 The effect of
these developments upon agricultural real incomes caused the farmers to
change their mind about free trade, and they pressed for a protectionist
system for agriculture. The landowners, together with the Agrarian
Party, were a powerful political force. The elections of 30 July 1878
returned to the Reichstag more than 200 deputies opposed to free trade.
In October 1878, 204 members of the Reichstag (out of a total of 397)
signed a declaration in favour of a reform of trade policy.

Bismarck, faithful to his Realpolitik, rallied to the idea of a limited
strengthening of customs barriers since, in addition to the economic
arguments, there were financial reasons for increasing duties. In Ger-
many, more than in other countries, customs duties were an important
source of revenue for the central government (see Table 8). This is a
situation peculiar to federal states. In 1872—4 these duties had provided 49
per cent of government revenue, but by 1877—8 this had dropped to only
41 per cent. The situation was aggravated by the fact that another source
of revenue — the large sum (about 5,000 million francs) paid by France as
reparations after the war — was coming to an end.

It should be remembered that of the major countries of continental
Europe it was Germany which had adopted the most liberal tariff for

82 Statistics for the period before 1850 are not available. Calculated from W. G. Hoffman (with the

collaboration of F. Grumbach and H. Hesse), Das Wachstum der Deutschen Wirtschaft seit der Mitte
des 19. Jahrhunderts (Berlin, 1965), pp. 204—5 and 321.
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Table 8. Share of customs revenues in total central (or federal) government
revenue (in percentages) for selected countries

18502 1862—4 18768 1892—4 191113
Belgium 10.6 9.6 7.1 7.3 9.34
France 10.0 7.9 7.3 12.6 15.2
Germany — — 42.2 3s5.8 43.9%
Italy — I1.3 12.2 13.0 10.8
Russia 14.6 9.8 12.4 15.2 10.6
Spain 12.9 9.7 9.3 18.4 16.7
The Netherlands 8.8 7.4 5.8 5.1 9.8
United Kingdom 38.8 34.0 25.4 20.3 17.§
United States 91.5 94.2” 49.1 49.0 44.6
Canada — —_ 71.7 70.1 82.9
Notes:
4 1910—12.
b g $9—61.

Sources: Author’s estimates derived from B. R. Mitchell, European Historical Statistics
1750—1790 (London, 1975s), pp. 698—726; US Bureau of the Census, Historical Statistics of
the United States: Colonial Times to 1957 (Washington, 1960}, p. 712; M. C. Urquhart and
K. A. H. Buckley (eds.), Historical Statistics of Canada (Toronto, 1965), p. 198.

manufactured goods. Around 1875 the average import duties on manu-
factured goods were about 4—6 per cent, compared with 12—15 per cent
in France, and 15—20 per cent in Austria—Hungary, Spain, and Russia.

The new tariff was passed on 12 July 1879, and was implemented in
stages until 1 January 1880. This tariff reintroduced import duties on
agricultural products in general. For grain, they were 10 marks per ton
(20 marks for flour), which was relatively low since this figure represen-~
ted about 6 per cent of the import value of wheat, and about 8 per cent for
other cereals. Import duties were also increased on manufactured goods;
for textiles they were fixed at 15—30 per cent ad valorem, which was again
fairly low.

The 1879 tariff (which was autonomous) was only one step towards
protectionism. The period 1880—90 was characterized mainly by a
steady reinforcement of duties on agricultural products. In 1885 (law of
15 May) import duties on wheat and rye (the two main cereals) were
trebled, reaching 30 marks per ton. In 1887 (from 26 November on) they
reached 50 marks, which represented about 33 per cent of the import
price of wheat, and about 47 per cent for rye (consumption of rye per
capita in Germany around 1890 was about 770 per cent higher than that of
wheat).

One of the arguments put forward for increased production of
agriculture was a military one — the risk of being dependent on foreign
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countries for foodstuffs. On the whole, the tariff reforms of 1885 and
1888 did not protect industry to anything like the same extent. Germany
was thus able to pursue a policy of renewing commercial treaties with the
majority of European countries which were little affected by this agri-
cultural protectionism. The United States, on the other hand, felt its
effects very keenly (see section X).

The protection of agriculture is the most striking feature of the shift in
German trade policy, but we must not altogether ignore a tendency
towards a return to the protection of industry too. Already in 1879, when
plans for the 1879 tariff were being discussed, Bismarck insisted that
German industry was being handicapped by the influx of foreign goods.
After expressing doubts about the likelihood of an extension of free
trade, he declared,

The only exception is England, and that will not last long. France and America
have both completely forsaken that direction. Austria, instead of reducing its
protective duties, has increased them. Russia has done the same, not only
through the gold coinage, but in other ways. Therefore no-one can expect
Germany to remain permanently the dupe of an honest conviction. Hitherto the
wide-opened gates of our imports have made us the dumping-place
[Ablagerungsstatte] of all the over-production of foreign countries. At present
they can deposit everything with us, and their goods, when once in Germany,
have always a somewhat higher value than in the land of origin — at least our
people think so —and itis the surfeiting of Germany with the over-production of
other lands which most depresses our prices and checks the development of our
industry and the restoration of our economic condition. Let us once close the
door and erect the somewhat higher barriers which are proposed, and let us see
that we at any rate preserve the German market — that market which, thanks to
our good nature, is not exploited by foreign lands — for German industry. The
question of a great export trade is always exceedingly precarious. There are no
longer any great countries to discover; the globe is circum-navigated, and we
cannot find any new mercantile nations of any great extent to which we can
export. The policy of commercial treaties is, I grant, under certain circumstances
very favourable, though whenever such a treaty is concluded it is a question of
Qui trompe-t-on ici? and it is only seen some years later who is really the
victim. 83

It was in particular the industrialists involved in the metal industries
(and especially Krupp) who were demanding protectionist measures.
Import duties on metals and on crude manufactured metal goods had
been totally abolished (see pp. 40—1). In the 1879 tariff import duties on
crude iron were fixed at 10 marks per ton, which was about 18 per cent of
the import value; for wrought iron, duties ranged from 25 to 60 marks

83 Quoted by W. H. Dawson, Protection in Germany: A History of German Fiscal Policy during the
Nineteenth Century (London, 1904), pp. 71-2.
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per ton. Duties were similarly increased for textiles. For cotton thread
they were levied at 120—480 marks per ton, depending on the thickness
of the thread (in 1878—80 the average value of cotton thread imported
into Hamburg was 2,690 marks per ton). Although, on the whole, duties
on manufactured articles remained relatively low, the 1879 tariff was an
important step towards protectionism. The tariff reforms of 1885 and
1888 particularly affected agriculture (see p. 59) but they also made
changes in some duties on manufactured goods.

Together these protectionist measures appear to have favoured a very
rapid expansion of the German economy. Between 1877—81 and 1893—7
Gross National Product per capita grew by 1.9 per cent per annum,
compared with only 1.4 per cent during the liberal period. During the
same period the volume of agricultural production per worker increased
by 1.6 per cent, while during the liberal period it remained stagnant.
Even more significant is the fact that, in relative terms (relative, that is, to
the rest of Europe) this growth was very swift. The production of pig
iron per capita, which in 1878—82 was 33 per cent higher than the
European average, was 79 per cent higher than this average in 1878~92
(in relation to Europe, excluding Germany, these figures are 40 and 102
per cent respectively). As regards foreign trade, though, the results were
not nearly so good. Germany'’s share of European exports, which had
been 18.2 per cent in 1879—81, dropped to 17.4 per cent in 1889—91. In
addition, the trade deficit increased from 2.5 per cent to 17.4 per cent of
imports between these two dates.

The fall of Bismarck (in March 1890) and his replacement by von
Caprivi was to lead to changes in economic policy both at home (notably
in relations with the working class) and in trade policy. These changes
were provoked by the rather unsatisfactory development of foreign
trade. However, the new trade policy should definitely not be seen as a
return to liberalism. Indeed, it was more of a geographical reorientation
of German foreign trade, and this was largely provoked by the protec-
tionism of the United States. Germany turned more towards the coun-
tries of continental Europe and towards the East for the supply of raw
materials and agricultural products, and she found here growing outlets
for her industrial products. Von Caprivi remained in power from March
1890 to October 1894, and encouraged the signing of a series of commer-
cial treaties, of which the first, and most important, was that of 6
December 1891 with Austria—Hungary. This took effect on 1 February
1892, and was to last for twelve years. It reduced duties on grain by about
30 per cent. Treaties with Italy, Switzerland, Romania, Belgium, and
Russia followed in the next few years (see section vi). North America,
which had taken 12 per cent of German exports in 1889—91, took only
9.3 per cent in 1899—1901, and 8.9 per cent in 1909—I1.
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C. PROTECTIONISM SPREADS ACROSS THE CONTINENT

In the rest of continental Europe the same causes produced the same
effects, modified by factors peculiar to each country. In the agricultural
sector the effects of the influx of overseas grain were determined not only
by the degree of liberalization in the importing countries, but also by the
ease with which these goods could reach the countries concerned. In the
industrial sector, the type of specialization and the level of economic
development were clearly important elements. Finally, political factors
should not be forgotten. Since in most countries changes in customs
legislation reflected a change of opinion amongst the parliamentary
representatives, the time-span between elections may have caused serious
delays in adapting economic policies to new situations. But, asa growing
number of countries modified their trade policies, resistance to such
changes diminished in the remaining countries. It became increasingly
easy to quote precedents, and even to point out the anachronism of
remaining a liberal island in a sea of protectionism.

The first countries to modify their tariff policies were usually those
where these changes did not have to be approved by parliament. Thus we
find that amongst the major European countries in this movement
towards protectionism Russia, Austria—Hungary, Spain, and Italy —
besides Germany — were ahead of France.

1. The major countries of continental Europe

Russia, which had been the last country to adopt a liberal trade policy
(and not such a liberal one at that), was the first to move towards
protectionism. Following the law of 18 November 1877 requiring
payment of customs duties in gold, which we have already noted in
practice amounted to a tariff increase of about 32 per cent, on 3 June 1885
duties were increased by 20 per cent, and a further increase of 20 per cent
was introduced in 1891. The new tariff of 1891, called the Mendeleyev
tariff after the president of the commission that prepared it,%4 was firmly
based on protectionist ideas specifically to promote industrialization. In
1892 subsidies were made available to encourage exports of manufac-
tured cotton goods (especially to Asia).

Austria—Hungary in a way imitated the Russian example by requiring
the payment of customs duties in gold under the tariff of 1878. It should
be remembered that around 1880 some European countries, including
Austria—Hungary, had not yet adopted the gold standard. From 18658
on, the relation between the price of gold and silver, which had remained

84 Mendeleyev was the well-known chemist to whom we owe the periodic table of the chemical
elements.
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relatively stable since the end of the seventeenth century, fluctuated
sharply. This resulted from a very different development in the relative
volumes of production of these metals (a drop in production for gold,
and a large increase for silver) over twenty years which led to the end of
the silver standard and therefore of the bimetallic standard. The price
ratio between the two precious metals rose from 15.4:1 in 1864—6 to
17.2:1 in 1874—6 (reaching 35.4:1 in 1911-13).

In 1882 the tariff was reformed in Austria—Hungary, but it was very
limited in both the agricultural and industrial sectors. On the other hand,
the tariff of 1887 (which came into force on 1 June), showed a more
marked return to protectionism, especially for agriculture, where import
duties on grain tripled, reaching 15 florins per ton (or about 18 per cent of
the value).

In Spain, a new regime came to power in early 1876 under
Alfonso XII, after the fall of the short-lived first Spanish Republic and the
flight of Don Carlos. One of its first measures was to draft a reform of the
tariff system. The new tariff of 11 July 1877 was the first example, in an
international context, of a double tariff, although there was a fairly
narrow gap between the maximum and minimum tariffs (in many cases
zero, and on average less than 10 per cent). The increase in import duties
in the maximum tariff compared with the old tariff was on the whole
fairly low for manufactured goods (in general less than 10 per cent) but
larger for agricultural products. In 1882 the tariff was revised to include a
clause providing for a progressive reduction of duties (over a ten-year
period) to 15§ per cent ad valorem. In 1886, however, this reduction was
revoked, as a result of hostile reaction from both farmers and manufac-
turers. The double tariff of 1 February 1892, which led to a very steep
increase in duties, marked the real return to a severe form of protection-
ism. The gap between the maximum and minimum tariffs was still very
small, but increases in the minimum tariff were around 80—100 per cent
for textiles (and there were even cases of 200 and 300 per cent). For iron
manufactured goods, duties increased three- or fourfold.

In Italy, the tariff of 30 May 1878 (which came into force on 1 July) is
traditionally held to mark the end of the free trade era. But it should be
pointed out that this tariff — which contained noticeably more items —
was only moderately protectionist. Duties on cotton thread, for
example, ranged from 180 to 600 lire per ton; which represented on
average about 7 per cent of the value. For cotton cloths, duties were
about 10—15 per cent, and for iron and steel about 30 per cent. The
protection of agriculture remained very limited: duties on cereals were
only 14 lire a ton (or about s per cent of the value).

As a result of pressure from manufacturers, and also the need for
revenue, the law of 14 July 1887 (which came into force on 1 January
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1888) increased almost all duties by about 15—20 per cent for cloth
manufactured goods and about 40 per cent for metal goods, and it
doubled the duties on agricultural products (though these still remained
relatively low). The introduction of this new tariff led directly to a tariff
war with France which was to last until January 1892 (see section vi).

The influx of American grain began later in Italy (thanks to the higher
transport costs) but it greatly accelerated in the years 1884—7. Between
these two dates, imports of grain rose from 3 55,000 tons to 1,016,000 tons
per annum. Thisled the government to pass a decree on 10 February 1888
(confirmed on 10 July) raising the duties on wheat from 30 to so lire per
ton, which brought them up to about 22 per cent of the value.

It is often wrongly thought that the new French tariff of 1881 marked
an important step in the return to protectionism in France. In fact this
tariff was intended to harmonize customs legislation by revising the
general tariff. This had become necessary since the latter still contained a
collection of disparate, antiquated provisions, some dating from 1791:
‘full of anachronisms and inconsistencies, it was due for a complete over-
haul’.85 In particular, there were serious discrepancies between the
general tariff and the conventional tariffs. Work on revising the general
tariff began in April 1875, when the Minister of Agriculture and Com-
merce issued a circular to find out the views of the chamber of commerce
and of the Chambres Consultatives des Arts et Métiers.

After long discussion and much modification, the new tariff was
promulgated on 7 May 1881. Altogether, the general tariff was fixed ata
level about 20 per cent higher than that of the conventional tariff. But,
given that most treaties were renewed and that, in any case, there were
very few changes in the agricultural sector, one can say that this tariff
merely reorganized existing legislation. Besides, if we look at the trend in
the amount of customs duties collected, we see how few changes were
made. In 1878—80, customs duties represented 6.5 per cent of the value of
imports. In 1882—4, they amounted to 7.1 per cent, or an increase of 8.7
per cent. By way of comparison, after the 1892 tariff the increase was 32.5
per cent. It should be noted that this kind of calculation tends to
underestimate the magnitude of the increase of customs duties, since in
nearly all cases a new duty would have an effect on imports. This happens
in two ways. First, there would be a relative decrease in imports of highly
taxed goods. Secondly — and more difficult to estimate — false declara-
tions would be likely either about the nature of the products (especially
with the same categories of goods) or about country of origin (where
commercial treaties existed).

The law of 29 January 1881 also introduced a double system of

85 Arnauné, Le commerce extérieur et les tarifs de douane, p. 288.
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bounties for shipping. The first applied to shipbuilding, and bounties
were graduated according to the size and type of the ship. The second
applied to navigation in its true sense: bounties for long-distance voyages
were granted to ships flying the French flag (for ships built abroad but
flying the French flag this was reduced by half).

The lack of any real changes in the regulations for the import of
foodstuffs meant that the influx of grain continued (1.2 million tons per
annum in 1881—4, compared with 1.3 million tons in 1876—80, and 0.6
million in 1871—5). This, together with the loss of wine production
caused by phylloxera, led to a drop in farm incomes. Whereas between
1845—54 and 1865~74 gross agricultural production (adjusting for self-
consumption) per capita had increased by 0.9 per cent per annum,
between 1865—74 and 1875—85 it decreased by 0.3 per cent per annum.8¢

Pressure for agricultural protectionism increased. Just before the elec-
tions of 188 5, the government—so as not to lose too many votes—passed a
law on 28 March altering import duties on a wide range of agricultural
products. For example, duties on wheat rose from 6 to 12 francs per ton
(and on wheat flour from 30 to 60 francs). Other grains, previously
exempt from duties, were now taxed at 15 francs per ton. The increase in
duties was sharp, but the level of protection remained relatively low,
since for wheat, for example, the increased duties represented only about
6 per cent of the price on the home market. Strong pressure from farmers
therefore continued, and on 29 March 1887 a new law was adopted. This
dramatically increased import duties on a wide range of agricultural
products — duties on wheat, for example, were fixed at 50 francs per ton,
or about 22 per cent of the price on the home market.

Work on the revision of the tariff began in 1889. Under joint pressure
from farmers and manufacturers, the majority of whom had never
ceased to advocate protectionism, a new, distinctly protectionist tariff
was passed. The tariff of 11 January 1892 (which came into force on 1
February) put an end (until the beginning of the 1960s) to the free trade
interlude in France. The tariff problem had been one of the major issues
in the 1889 general elections which returned a protectionist majority to
the Chamber. The new tariff — the previously mentioned Méline tariff —
retained the principle of the double tariff. Even the minimum tariff was
distinctly protectionist. According to the calculations of the customs
administrators, if the minimum tariff had applied to the imports of 1889
(which brought in 355.6 million francs in customs duties) customs
revenue would have increased by 115.5 million francs. As for the general

86 J. Marczewski, ‘Le produit physique de I'’économie frangaise de 1789—1913 (comparaison avecla
Grande-Bretagne)’, Cahiers de I'ISEA (Histoire quantitative de I'économie frangaise), series AF 4,
no. 163 (July 196s), p. LxXXmI.
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tariff, the surplus value would have been 212 million francs.®? In other
words, there would have been an increase of 32.5 per cent or §9.6 per cent
respectively — which gives us some idea of the extent of the increase of
tariff protection in France. France was thus the last of the major European
countries to go back to protectionism.

Import duties on grain were considerably increased. It should be noted
that the law of 2 July 1891 had reduced duties on grain, for example those
on wheat fell from 50 to 30 francs per ton. The new tariff (which came
into effect on 1 June 1982) restored the duties on wheat to so francs. A
wide range of raw materials, which until then had been allowed free
entry, became liable to duties. These included timber and related pro-
ducts, and a wide range of non-metallic minerals, iron oxide, etc.

In parallel with these increases in import duties, a series of measures
aimed at protecting different sectors was introduced. In particular,
bounties were offered for the cultivation of flax and hemp, as well as for
the production and spinning of silk. A law (of 30 January 1893) even
offered bounties for the production of shale-oil, in order to strengthen
competition against petroleum!

2. The small European countries

As we have just seen, all the major continental European countries
returned, sooner or later, to a fairly rigid form of protectionism. The
small countries, however, did not all develop trade policies in uniform
ways. The Netherlands, for example, persisted in her liberal policies. At
the other extreme, Sweden returned to being one of the most highly
protectionist of the small countries. The rest of the small nations came
somewhere between these two extreme cases, but all eventually adopted
some degree of protectionism. As already pointed out, it is not easy to
calculate the degree of protectionism or liberalism of a small country,
since it may be lacking in certain sectors, and hence in duties on certain
products.

Belgium and Switzerland may be said to have been the first small
countries to adopt protectionist measures in 1887. Sweden followed in
1888, and Norway in 1890. The Balkan countries did not do so until after
1892 (see section VvI).

In Belgium the return to power of the Catholic Party in 1884 was to
encourage the return to protectionism for agriculture, since this party
gained most of its support from the countryside. The farmers based their
arguments partly on an anomaly — the fact that there was completely free

87 Arnauné, Le commerce extérieur et les tarifs de douane, p. 3 30. Levasseur gives an erroneous figure of

144 million francs for customs revenue in 1889. This exaggerates the protectionist tendencies of
the law: Histoire du commerce de la France, vol. n (Paris, 1912), p. $85.
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trade for agricultural products (since 1873 foodstuffs were allowed freely
into Belgium) whereas a wide range of industrial goods were liable to
duties of between 2 and 24 per cent (the average was about 10 per cent). A
first law (promulgated on 18 June 1887) reintroduced import duties on
most agricultural products from temperate climates, and increased duties
on livestock and meat. This revision of the tariff, however, was relatively
limited, as indeed was the more important one in 1895 (see section vi).

In Sweden, pressure for a return to protectionism intensified from the
end of the 1870s. From 1885 the tariff problem became the main feature
of political debate. In 1886 manufacturers and farmers in favour of
protectionism even founded a political party. But the shift towards
protectionism did not take place until the tariff reform of 1888. In this
tariff it was mainly, but not exclusively, duties on agricultural products
that were altered. They were sharply increased, duties on the main cereal
crops being fixed at 2§ crowns per ton (or about 18 per cent of the value).

In Norway pressure from protectionists took a more organized form
with the 1879 petition drawn up by artisans and manufacturers. This
petition led to the formation of a commission which was, however,
dominated by free traders (8 out of 15 members). The tariff reform of
1881 therefore remained very limited and did not satisfy the manufactur-
ers who gradually gained support from the farmers. This joint pressure
resulted in the 1890 tariff which increased duties on both industrial and
agricultural products.

At the same time, pressure grew form tariff reform: during the 1880s
opposition grew to the Inter-Dominion law of 1874, which had setup a
free trade zone for local products between Norway and Sweden. The
law of 30 May 1890 modified the Inter-Dominion law, but not enough
to satisfy the Norwegians, and because the two parties could not reach an
agreement, this law in fact expired on 1 July 1897.

Denmark was the only country in continental Europe that really
adapted to the new situation created by the influx of overseas grain.
Specialization in butter, cheese and meat was very quickly increased.
Cereals— which still represented 25 per cent of her exports of agricultural
products in 1875—9 — fell to 2 per cent in 1900—9, whereas in the same
period butter rose from 23 to 47 per cent, ham and bacon from 17 to 26
per cent, and eggs from 1 to 8 per cent. In addition, the proportion of
agricultural products relative to total exports rose from 76 to a record go
per cent during this period. It should be emphasized, however, that by
concentrating on dairy products Denmark was not moving in a totally
new direction but merely intensifying an existing trend.

This adaptation meant that Denmark did not need to make serious
changes in her tariff system, particularly as far as agriculture was con-
cerned. All the same, we should not be deceived by the traditional image
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of a very liberal Denmark, since this country had in fact retained fairly
high duties on most manufactured goods (see Table s).

Finland — which, like Russia, had never really gone over to liberalism —
did not make any significant changes in trade policy in this period. In
1880 there was, however, an increase in duties on metal goods.

In Switzerland, in spite of a difficult period for industry during the
great depression, the majority of manufacturers still supported liberal-
ism. In 1878 plans for tariff reform were drawn up, but it was not until
26 June 1884 that a general tariff was promulgated. However, this tariff
proved the possibility of reductions in duties as a result of trade agree-
ments (the tariff commission of the National Council had envisaged a
double tariff). This tariff (which came into force on 1 January 1885)
moved towards a general increase in duties, but these duties could not by
any means be called protectionist. Import duties on manufactured goods
were only about 2—4 per cent.

From 1885 protectionist pressure from farmers increased in number
and became more radical. Thisled to the additional tariff of 17 December
1887 (introduced on 1 May 1888) which provided for an increase in
import duties of about 200—400 per cent on agricultural products, and
about so—100 per cent on industrial ones. This resulted in a fairly
extensive protection for processed agricultural products (meat, butter)
but only limited help for grain and manufactured goods. The lack of
protection for grain can be explained by the fact that Switzerland
traditionally imported more grain products than it exported. From the
beginning of the nineteenth century, these imports had accounted for a
significant proportion of consumption; and for the decade 1861—70
imports of grain (and of flour expressed in the equivalent amount of
grain) rose to 71 kg per capita per annum, which probably represented
one-third of total consumption.

Further changes were made in the tariff of 10 April 1891, which was
the first to be subject to a popular referendum (18 October 1891). The
initiative for this referendum had come from the League Against the
Rising Cost of Living, created in 1890. This league was opposed to
protectionism and included in particular representatives of the Griitli, 88
the Socialists and also the free trade members of the Radical Party (some
of whose members supported protectionism). However, s8 per cent of
the voters accepted the new tariff, which came into force on 1 February
1892, and led to a rise in import duties of 20—50 per cent on a wide range
of products, especially agricultural ones.

In Portugal between 1861 and 1889 the Regenerators (Regeneradores)
and the Progressives (Progessistas) agreed on a system of rotation of
power. This led to the continuation of the ‘fontist’ policy, which was

88 The Griitli was a cultural and political association (founded in 1838) which, from the 1880s, had
distinctly socialist tendencies and played an important role in Swiss hfe.
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based on economic development of foreign trade and was therefore
liberal, delaying changes in trade policy until 1889. In spite, or more
probably because of, this open policy the Portuguese share in European
exports fell from 0.72 per cent for 1859—61 to 0.52 per cent for 1889—91
(the Portuguese share in the exports of the small countries of Europe fell
from s.1 per cent to 2.7 per cent).

But this liberalism does not imply the absence of a policy of industrial-
ization based on protectionism in the case of the textile industry. How-
ever this was a moderate protectionism (with import duties of the order
of 20—25 per cent). It appears that limited industrialization took place
until the middle of the 1880s, when financial and, above all, agricultural
problems were among the causes of the exhaustion of the industrializa-
tion process. The financial problems, which were due to a large foreign
debt, came to a head in the crisis of 1892. They had been aggravated by a
sharp increase in chronic trade deficit. This deficit, which amounted to 22
per cent, of imports for 1868—72, rose to 36 per cent in 1878—82 and 47
per cent in 1889—91. Agriculture was seriously affected by phylloxera
from 1887 and from 1875—6 by the increase in grain imports (between
1870—4 and 1884—8 annual wheat imports rose from 24,000 to 110,000
tons). This evolution was made possible by a law of 11 April 1865 which
greatly modified the previous very strict controls on grain imports.
Pressure from farmers after 1889 led to restrictions on grain imports but
the true shift towards protection of industry took place in 1892.

VI. The strengthening of protectionism in
continental Europe and the continuation of
liberalism in Great Britain, 1892—1914

The period 1892—1914 raises some difficult problems for liberal theories
of foreign trade. The evolution of the European economy reveals a
disturbing correlation. Grossly oversimplified this can be expressed in
the following equations: protectionism = economic growth and expan-
sion of trade; liberalism = stagnation in both.

This contradiction, expressed in simplistic but dramatic terms, has
both a historical and a geographical dimension. In the first place, the
return to protectionist trade policies undoubtedly coincided with a
considerable change in the main economic trend, leading to a period of
growth unprecedented in European history (see Table 6). In the spatial
dimension, the expansion of production and trade in this period essen-
tially affected the countries which had returned to protectionism. Hence,
in spite of widespread European economic expansion, in the United
Kingdom, which remained liberal, Gross National Product and trade
grew much more slowly than it had done. Whereas for continental
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Europe between 1889—91 and 1911—13 Gross National Product increased
in real terms by 2.6 per cent per annum, for the United Kingdom the
increase was only 1.8 per cent (or in terms of growth per capita 0.6 per
cent and 0.9 per cent respectively). But perhaps even more significantly,
foreign trade in the protectionist countries grew more rapidly than in the
liberal countries: exports from the United Kingdom, which had rep-
resented 36.3 per cent of those from continental Europe in 188991,
represented only 32.0 per cent in 1913.

This problem of expansion of foreign trade (and also of the economy)
in spite of protectionism deserves analysis. This is considered at the end of
this section. We must first look at the development of European trade
policies, which were marked by an almost universal strengthening of
protectionism in continental Europe, and by the continuation of liberal-
ism in Great Britain. Increased protectionism was not confined to
continental Europe. Among those important trading partners of Europe
which increased protectionism were the United States, with the McKin-
ley tariff of 1890, Australia with its 1906 measures, and Argentina with its
1891 tariff etc. (see section x). From 1898, and more extensively from
1903—7, a zone of unilateral preferences (see section vIiI B3) was set up in
the British self-governing dominions. It should be noted that, if many of
these changes in tariffs made by non-European countries were justified
by the same tendency in Europe, they were in turn invoked in Europe to
justify a further turn of the screw over tariffs. In short, a vicious circle of
protectionism had replaced that of liberalism.

Another important characteristic of the years 1892—1914 was the
outbreak of numerous tariff wars, involving a large number of countries,
usually during the period of renegotiation of treaties. One of the two
partners, for reasons either directly connected with the negotiations or
for more general considerations, would decide to increase import duties.
These increases could apply either generally to the import of a range of
products which would affect the partner’s sales, or (and in this case there
was very clear conflict) just to the import of certain goods coming from
this partner. Reprisals generally followed, the trading partner adopting
similar measures. In such a war, peace obviously took the form of a new
trade treaty, more or less balanced, which would more or less reflect the
relative strength of the two partners. In certain cases, however, the
retaliatory measures could remain in force for quite a long time. Dietzel
remarked about this period, ‘As a matter of fact tariff policy is being
considered by various countries at the present day from the point of view
of “Retaliation”.’8?

The introduction of legislation designed to combat dumping, and
especially bounties on exports, should also be emphasized here. The

89 H. Dietzel, Retaliatory Duties (translated from German) (London, 1906), p. 10.
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overseas countries of European settlement were the pioneers in this. In
1904, however, Switzerland and Serbia took some measures in this
direction, followed by Spain in 1906, and by France in 1910.%°

All the same, it should be noted that since nearly all import duties were
specific,®! the price increases which began in 1896—8 led to a reduction in
their relative importance. Between 1896—8 and 1911—13, one can say that
export prices in Europe increased by about 1.5 per cent per annum, or
about 25 per cent over this time-span.

Before moving on to a rather more detailed analysis of these changes in
trade policy and their consequences, it is useful to remind ourselves that
this period also saw the first international convention whose aim was to
adjust the production and trade in one agricultural product: sugar.
Attempts to regularize international trade in sugar, which had been
disturbed by the large export bounties in force in most continental
European countries, date back to the European conference on sugar
which met in Paris in 1862. Eight of these conferences were needed
between 1862 and 1902 before there were any noticeable results. The
London conference (in July 1887) drew up a convention which was not
ratified, largely because of France’s refusal to sign it on the grounds of the
absence of the United States. The convention signed in Brussels on
March 1902 (which took effect at the beginning of 1903) aimed essen-
tially at abolishing direct or indirect bounties for the production of, and
trade in, sugar. The convention was ratified in February 1903 by the
signatories (Germany, Austria-Hungary, Belgium, Spain, France, Great
Britain, Italy, The Netherlands, and Sweden). In 1907 and again in 1912
this convention was renewed for five more years. Russia, an important
producer, joined in 1907, following some other countries (notably
Switzerland in 1905). This convention managed to prevent a fall in sugar
prices. In France, for example, the import price of sugar (calculated in
real terms and using a wholesale price index) actually rose by 3.9 per cent
per annum between 19013 and 1911~-13, whereas it had dropped by 3.3
per cent per annum between 1879—81 and 1901—3.92

90 League of Nations (International Economic Conference, Geneva, May 1927), Memorandum on
the Legislation of Different States for the Prevention of Dumping with Special Reference to Exchange
Dumping, pp. 10—20.

Inthe period 1892—1914 the only European countries where specific duties did not account for at
least go per cent of all import duties were The Netherlands (where most duties were ad valorem)
and Belgium (where a significant proportion of duties were ad valorem).

22 Sugar is one of the foodstuffs which, in the very long term, probably showed the greatest real

drop 1n prce in relation to other agncultural products.

Between the thirteenth and fourteenth centuries and today the relative price drop is about 190
to 1 in relation to products like butter, cheese, and eggs. As an illustration, here are quantities of
butter that could be purchased for the price of a kilo of sugar (at the retail price in Great Britain):
in 1259—1400, 29 kg; n 154182, 7kg; in 1583-1702, s kg; in 1937, 0.19kg; in 1968—70, 0.20 kg;
and in 1985, 0.23 kg. From P. Lyle, “The Sugar Industry’, Journal of the Royal Statistical Society,
vol. cxl, part 4 (1950), pp. $31—43 {p- 531), plus my calculations for 1968—70 and 1985, taken
from the ILO Bulletin of Labour Statistics, Geneva (various versions).
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Finally, it should be noted that the question of non-tariff barriers to
trade, which is an important issue today, was not seen as a problem before
1914. This is due to the fact that non-tariff barriers were extremely rare
(but not non-existent), and that tariff barriers were important and had
not fallen into discredit.

A. THE STRENGTHENING OF PROTECTIONISM IN
CONTINENTAL EUROPE

The years 1892—1914 can undoubtedly be described as a period of
increased protectionism in continental Europe, but different countries
did not all develop at the same rate, especially during the first ten years of
this period. The two major trading powers on the continent showed a
substantial contrast in their development between 1892 and 1902.

In Germany, Caprivi’s policy, which had begun with the treaty
concluded with Austria—Hungary in 1891, was to be continued. Treaties
with Italy and Belgium were signed in the same year, followed by ones
with Switzerland in 1892, Serbia and Romania in 1893, Russia in 1894,
and Spain in 1896. These treaties led to a certain reduction in protection-
ism, especially with regard to agriculture. France, on the other hand,
became more and more protectionist, first by the double tariff of 1892,
and then by numerous tariff revisions in the next few years.

1. Germany

Germany played a crucial role in the return of continental Europe to
protectionism, if only because of her commercial power which had
consolidated considerably. Although Germany was still behind the
United Kingdom as far as total trade was concerned, for intra-European
trade she had become more important. In 1889—91 Germany’s share in
the total intra-European trade (the average of intra-European imports
and exports) was 19.9 per cent, compared with 17.8 per cent for the
United Kingdom (which was more oriented towards overseas trade),
13.4 per cent for France, and 8.6 per cent for Belgium. For continental
Europe alone, Germany was responsible for almost one-quarter (24.3 per
cent) of the total intra-European trade.

The new trade treaties were not concluded without problems. They
provoked, in particular, two important tariff wars. The first, with
Russia, was a grim battle lasting six months (September 1893—February
1894). It led to a serious drop in German exports to Russia (179 million
marks annually in 1890—1 and 136 million in 1893). The tariff war with
Spain lasted longer: from the summer of 1894 to that of 1896.

As a result of the treaties concluded between 1892 and 1896, the
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protection of agriculture in Germany had been weakened. For wheat and
rye this meant in practice a drop of 30 per cent in duties, which had gone
from 50 to 35 marks per ton. Imports of grain, which before the tariffs of
1879, 1885, and 1887 had been checked, now showed a new upward
tendency.?? Although this upward trend had in relative terms fewer
negative effects than that of the 1870s, and the agricultural population
was smaller — it had dropped from 50 per cent in 1870 to 43 per cent in
1890 — nevertheless, farmers reacted angrily and created, in February
1892, the Agrarian League (Bund der Landwirthe). This league was
founded by Ruprecht, a small landowner, who aimed his propaganda at
people of his own social group. It was supported by the great Prussian
landowners and Junkers, and it very quickly attracted 200,000 members
and became a very active pressure group, holding annual meetings in
Berlin.

The action of the Agrarian League was strengthened by its amalgama-
tion, in 1893, with the Deutscher Bauernbund (a league of peasants
founded in 1885), and by an agreement it made with the group represent-
ing the manufacturers. Together, these two groups pressed for an
increase in the level of the minimum tariff. This was one of the factors
leading to the fall of Caprivi, who was forced to resign on 26 October
1894. He was succeeded by Prince Hohenlohe until 16 October 1900.

As far as trade is concerned, Chancellor Hohenlohe’s most important
action was perhaps what is held to be the first German navigation law
voted on 26 March 1898. This was to encourage further rapid expansion
of the fleet. Between 1898 and 1913 the tonnage of the steam ships in the
German merchant fleet increased by 180 per cent, as opposed to 70 per
cent for Great Britain and 97 per cent for France. The 1890s saw a distinct
recovery in German foreign trade. Her share in European exports went
from 17.4 per cent in 1889—91 to 19.6 per cent for 1899—1901. In 1913,
with 22.8 per cent of European exports, Germany had nearly caught up
with the United Kingdom (24.2 per cent). If the trends registered
between 1890 and 1913 had continued, Germany would have overtaken
Great Britain in 1917.

It was Chancellor Bernhard Heinrich Biilow who instigated a shift in
German trade policy with the new tariff of 1902. The liberals, and in
particular the French liberals, considered Biilow:

93 Quantties of grain imported annually (1n 1,000 tons):

1860—4: §70, before and around the liberalization of imports.
1875—9: 2740, before the first protectionist; measures.
1886-90: 2200, before the period of treaties.

1901—-5:  §630, before the 1902 tariff came nto force.
1909—13: 7270, after the 1902 taniff came into force.

Calculated from statistics provided by Mitchell, European Historical Statistics, pp. 339 and 341.
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one of the main creators of the complex political and economic situation that led
to the first world war . . . Under the illusion of prosperity, this pretentious
policy was to lead the country little by little to an impasse, at the end of which, in
spite of the applause of the ruling classes, whose basest motives were constantly
flattered by Biilow, there could only be war and ruin for Germany.%4

The new tariff, which was passed on 25 December 1902, only came
into force on 1 March 1906, in order to allow rearrangement to be made
to a certain number of treaties. The 1902 tariff noticeably increased the
general level of protection and extended the number of tariff headings
which resulted in a distinct increase in effective protection. It was a
general tariff, but contained a double tariff for wheat, rye, oats, and malt.
For these four cereals, the minimum tariff was slightly higher than the
general tariff of 1887 and nearly twice as high as the conventional tariffs
agreed by Caprivi after 1892. This guaranteed farmers a sufficient level of
protection.

As far as manufactured goods were concerned, import duties were to
be increased according to the relative importance of the added value.
This was made possible by an increase in the number of headings and
subheadings, which rose from a total of 391 to 1,459. The increase in
duties was around 40—80 per cent. Apart from the treaties which were
signed with about ten countries,®’ especially in 1904—5, and which did
not imply any great changes in the general tariff, German tariff policy
remained the same until the war. But within this framework German
manufacturers and businessmen were involved in some very aggressive
trade policies, obviously supported by the government (see next section
vi). In addition, Germany’s policy of colonial expansion, to which she
was a latecomer, was strengthened, especially in Africa (see section vim).
These two factors contributed to the very rapid expansion in the volume
of German exports which characterized the period between 1902—4 and
1911—13. They increased at a rate of 6.5 per cent per annum:

2. France

In France, the new tariff of 1892 remained in force until 1910. In the
meantime, however, it was subjected to numerous modifications. More
than 40 new laws were passed, or an average of two a year, the most
important on 27 February 1894 which again raised duties on wheat, this

94 A.Robinet de Clery, La politique douaniére de I' Allemagne depuis I'avénement de Caprivi jusqu’a nos
Jjours (18g0—1925) (Paris, 1935), pp. 126—7

95 Belgium (22 June 1904); Russia {28 July 1904); Romama (2§ September 1904); Switzerland (12
November 1904); Serbia (29 November 1904); Italy (3 December 1904), Austria—Hungary (25
January 1905); Bulgaria (1 August 1905). In 1911 treaties were also signed with Sweden and
Japan.
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time to 70 francs per ton (or about 37 per cent of the domestic price). This
increase in protectionism took place in spite of opposition from the
liberals and in particular from the Anti-Protectionist League led by the
economist Leon Say. Another relatively important law was that of 30
January 1893 which increased bounties awarded by the fleet for ship-
building as well as for navigation.

It should be noted that, by means of negotiation, all the European
countries (except Portugal) and a large number of countries outside
Europe (including the United States and Japan) came to benefit wholly
or partly from the minimum tariff. But this did not come about without
tariff wars, of which the most important were those with Italy and
Switzerland.

The conflict with Italy began, in fact, well before 1892 and originated
from Italy’s decision, in December 1886, to repudiate her treaty with
France in order to make possible the revision of her tariff. The tariff war
as such began at the end of February 1888, when Italy applied the general
tariff to French goods and France retaliated with the law of 27 February
1888, bringing duties on a wide range of Italian goods up to the level of
the Italian general tariff. By the decree of 29 February, Italy in turn levied
a surcharge of 50 per cent of the duties for goods coming from France.
This war lasted until January 1892, when France abolished her surtaxes
(Italy had adopted a more flexible position in December 1889). During
these five years, Franco-Italian trade dropped to less than half the level it
had been in the years before this conflict.

The conflict with Switzerland really began in January 1893, when
Switzerland decided to impose surcharges on some 200 French products
because the minimum French tariff was notably higher than her own
import duties. France retaliated by charging Swiss goods at the maxi-
mum tariff. The conflict lasted until August 1895, and led to a reduction
in trade of about one-third between these two countries.

On the whole, the changes in French trade policy achieved their aims.
Imports of grain fell sharply, from 1,490 thousand tons per annum in
1888—92 to 250 thousand tons in 1905—9.%¢ Imports of manufactured
articles had risen from 68 million francs per annum in 185660 to 606
million francs in 1887-91; which, taking into account the drop in prices,
amounts to an increase of about 9.3 per cent per annum in the volume of
these imports. Between 1887—91 and 1905—9, however, this increase was
only 2.7 per cent.%?

Work on the new tariff of 29 March 1910 (which came into force on 1

96 Ths can, however, be partly attributed to the series of good harvests which occurred in 1898
1907.

97 These volumes have been calculated with the help of the index of import prices of manufactured
goods drawn up by Lévy-Leboyer, ‘L’héritage de Simiand’, pp. 108-12.
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Table 9. Some indicators of import tariff levels in 1913 (percentage of value)

Olmport dl_mes as League of Nations’ indices Liepmann’s indices* British LCYCI of

% of special total manufactures duties on

imports (1909-13)  All products” Manufactures  All products” Manufactures (1914) wheat
Austria—Hungary 7.6 18 18 23 20 35¢ 3$
Belgium 5.8 6 9 14 9 10 o
Bulgaria 15.19 — — 23 22 — 3
Denmark 5.8 9 14 — —_ 18° o
Finland 12.14 — — 35 28 — )
France 8.7 18 20 24 21 22 38
Germany 7.9 12 13 17 13 17 36
Greece 26.6 —_ — — —_ 19° 37¢
Italy 9.7 I7 18 25 20 18 40
Norway 11.4 — — —_ — 12¢ 4
Portugal 23.7 — — — — — Prohibitive
Romania 12.14 —_ — 3o 28 14 I
Russia 29.57 —_ — 73 84 131° o
Serbia 14.8 — — 22 20 — 27
Spain 14.3 33 41 37 34 42 43
Sweden 9.0 16 20 28 29 23 28
Switzerland 4.4 7 9 I1 8 7¢ 2
The Netherlands 0.4 3 4 — — 3 o
United Kingdom 5.6 o o o ) — o

Notes:

@ Potential indices in the sense that those indices are calculated on a standard list of 144 goods imported (thus including some products normally not

imported).

b Excluding alcoholic drinks, tobacco and mineral oils (in general very high duties).
¢ 1904, and not strictly comparable with 1914 figures; in general they have to be reduced by some 30 per cent to be more comparable.
4 To general imports.
Sources: Import duties as percentage of imports (author’s estimates derived from various sources); League of Nations, Tariff Level Indices (Geneva,
1927); H. Liepmann, Tariff Levels and the Economic Unity of Europe (London, 1938); British manufactures, 1914: Great Britain Committee on
Industry and Trade, Survey of Overseas Markets (London, 1925), p. $43; 1904: Board of Trade, British and Foreign Trade and Industrial Conditions

(London, 1905).

Level of duties on wheat: author’s based on duties provided in Board of Trade, Foreign Import Duties, 1913 (London, 1913), pp. 1,065—6. Assumed
uniform import prices of wheat of $36 per ton (based on average import prices for selected European countries).
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April 1910) had already begun in 1903. This tariff had become necessary
more for technical than purely commercial reasons. It was necessary to
adapt the tariff headings to new products. The minimum tariff was left
much as it was, but the maximum tariff was increased. On the whole, this
tariff increased the effective protection of manufactured goods, but did
not alter the import duties on agricultural products. Since agricultural
products rose in price from 1901—5 onwards, this amounted to a reduc-
tion in real protection, which, together with the very poor harvest of
1910 and the mediocre ones of 191113, led to a sharp increase in grain
imports.

3. The other large continental European countries

There was a general trend towards increased protectionism in the other
main European economies. Russia, in 1890—1913, was the fourth com-
mercial power in Europe in terms of the total value of her exports (8 per
cent of exports). Although in 1885—1901 her trade policy was already
highly protectionist, this protectionism was steadily reinforced, espe-
cially in the industrial sector. Between 1893 and 1903 Count Witte, an
ardent disciple of List, was in charge of the Ministry of Finance (which
was responsible for foreign trade). He introduced the maximum and
minimum tariff system, and encouraged expansion of the railways and
the transfer of foreign capital to Russia. After Witte’s departure, Russia
did not significantly alter her trade policy, which, as far as industry was
concerned, was probably the most highly protectionist in Europe before
the First World War (see Table 9).

There is no doubt that from the 1890s, due particularly to these
measures, Russia industrialized very rapidly, even if the rapid growth in
population is taken into account. Thus, for example, the production of
pig-iron per capita — which had been 26.6 per cent of the corresponding
figure for continental Europe in 1888—92 — rose to 31.7 per cent in
1908—12 (and in relation to the whole of Europe the figures were 16.2 per
cent and 25.7 per cent respectively).

Italy, who had already increased import duties in 1878 and in 1887,
adopted a new tariff on 24 November 1895 (which came into force
immediately). Almost all duties on manufactured goods remained as
before. As these were specific duties, given the rise in prices, this meantan
effective increase of about 8 per cent compared with 1887; but this
increase was to be wiped out after 1896—8 when prices began to fall again.
Import duties on agricultural products, though, were sharply increased.
For grain, they rose to 75 lire per ton (or about 36 per cent of the value).

The low level of duties for industrial goods was the result of a
deliberate policy aimed at increasing the outlets for Italian agricultural
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products. It is in this context that we should place the treaties of January
1889, April 1892, and July 1904 between Italy and Switzerland, which
between 1888 and 1899 became Italy’s main outlet (more important than
France and Germany). Between 1888 and 1892 Switzerland took 20 per
cent of all Italy’s exports.

Various treaties signed during the period 1892—1904 resulted in a
further reduction in import duties on manufactured goods, even though
these were already relatively low. This, in the international context of
increased protection, led to protests, particularly from manufacturers in
the north. But there was no change of policy. Even the new tariff of 28
July 1910 hardly altered the level of duties. Italy thus retained a more
liberal tariff than most other large countries of continental Europe in the
period 1892-1914 (see Table 9).

In Austria—Hungary the adjustment of trade policies to the new condi-
tions produced by the tariff reforms of her commercial partners took
place with some difficulties. In this context the long tariff war with
Romania (from 1886 to 1893) must be cited. However, without seriously
modifying her tariff system Austria—Hungary succeeded, between 1892
and 1894, in renegotiating trade treaties with her main commercial
partners (Germany, Italy, Switzerland, Belgium, Romania, and Russia).
From the beginning of the twentieth century the pressure of the protec-
tionists grew stronger, due to a progressive change in the attitudes of
Hungarian farmers. But in fact Austria—Hungary did not join the ultra-
protectionist camp. Her trade policy just before the First World War was
midway between those of the most liberal and the most protectionist
countries of Europe (see Table g).

Added to these general problems was the delicate issue of the
divergences of interest between Austria and Hungary themselves. Nego-
tiations begun in 1895 ended at last in an agreement in October 1907
which provided for separate but identical customs tariffs for Austria and
Hungary to last ten years. This was considered the first step towards an
autonomous customs system for each of these two states.

Spain experienced difficulties in the renegotiation of new treaties after
she had adopted a protectionist tariff in 1892 (which provoked a tariff
war with France and Germany). The loss of her main remaining colonies
(the Philippines, Cuba, and Puerto Rico) in 1898 resulted in a decline in
exports to these countries from 3 5o million pesetas per annum in 1896—7
to 75 million in 19012 (or from 33 to 9 per cent of total exports). This in
turn led to pressure for increased protectionism, which resulted in the
double tariff of 1 July 1906. Import duties were sharply increased, and the
number of tariff items liable to duty raised to 697 (as opposed to 4101in the
1892 tariff). The tariff was revised again in 1912 (and included a plan for
periodic revision of import duties). Just before the First World War,
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Spain had one of the most highly protectionist tariffs in Europe (see
Table 9), with import duties on manufactured goods averaging about 40
per cent.

4. The small European countries

The development of trade policies in the smaller European countries was
more uneven than in the large ones. It is true that the general trend was
the same; but their protectionism took a less radical form, and there is also
the case of The Netherlands which did not at all follow the same pattern,
remaining faithful to a liberal policy. In 1895 the Dutch Second Cham-
ber rejected by 52 votes to 33 a motion putting forward very limited
protectionist measures. For the uncompromising liberals of Het Vreiye
Ruilverkeer (a Dutch free trade association) the § per cent ad valorem
duties affecting about 60 per cent of manufactured goods (the rest having
free entry) were protectionist duties.®® Even more significant is the fact
that in 1897 the Dutch Committee for Agriculture (Nederlandsche
Landbouw-Comite) declared itself opposed to any protection for grain.

The other predominantly agricultural small countries did not follow
the same policy. Those of Southern and Eastern Europe (Bulgaria,
Greece, Portugal, Romania, and Serbia) as well as those of the North
(Denmark, Finland, and Norway) considerably increased their duties
and widened their ranges of application. As in the large countries, the
degree of effective protection increased more rapidly than the average
level of duties.

In Portugal, the protectionist tariff of 1892 had very serious conse-
quences on the country’s industrialization and marked, after 189 yeats,
the true end of the Methuen treaty between Portugal and England, a
treaty which had prevented the creation of a mature local textile indus-
try. The domestic consumption of raw cotton which fluctuated around
0.5 kg per capita (or 18 per cent of the average European level) in
1860—80 reached 2.2 kg (49 per cent of the European level) as early as
1893—7. The tariff was modified somewhat in 1908 to facilitate the
export of greater quantities of wine. Wine still represented 33 per cent of
total exports (compared with 52 per cent before 1892). In the agricultural
sector tariff policy remained relatively liberal. The new measures taken
in response to pressure from the farmers (notably in 1899) were not
sufficient to reduce cereal imports.

When the Balkan states became independent they inherited a very
liberal tariff system from the Ottoman Empire. Import duties were not
only low bur also very uniform, which meant that effective protection
was in practice minimal. Gradually, however, during the 1880s, these

98 A. Heringa, Freetrade and Protectionism in Holland (Haarlem, 1914), especially pp. 7-8.
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countries adopted protectionist legislation, influenced by the trend in
continental Europe. Each of the four Balkan states (excluding Albania
which became independent in 1913) developed in different ways and at
different speeds.

Bulgaria, which became independent in 1878, did not modify her tariff
legislation until 1895, when import duties were increased from 8 to 11.5
per cent. In 1897 they were raised once more, but still remained relatively
low. Numerous treaties also helped to keep the level down. In 1904,
though, Bulgaria revoked all her treaties and replaced them with a
distinctly protectionist tariff.

In Greece, which had been independent since 1830, liberal legislation
remained in force a long time. In the years 1882—95 the almost uninter-
rupted presence of Trikoupes as head of the government meant an open-
door policy, and particularly a call for foreign capital. However, in 1892
Greece adopted a double tariff which was revised in 1893, 1904, 1910,
and 1911. On the whole this resulted in a progressive reinforcement of
protectionism. By 1913 duties on manufactured articles averaged 25 to
30 per cent. Pressure by farmers against grain imports grew stronger in
the first years of the twentieth century and led in 1904 to an increase in
duties which brought them to about 30—40 per cent of the domestic
price.

Although Romania remained under the suzerainty of the Ottoman
Empire until 1877, from 1874 she developed an autonomous trade policy
with a tariff which came into force with the law of 1 July 1876. The
commercial treaty signed with Austria—Hungary on 22 June 1875 (which
came into force on 19 June 1876 for a period of ten years) was even more
important. This treaty in fact allowed Austro-Hungarian products free
entry into Romania. It was followed by other treaties with Russia (3
December 1876), Switzerland (30 March 1878), Greece (6 April 1878),
Germany (14 November 1877), and England (24 March 1880). From
1885 onwards the Romanian government introduced some protectionist
measures, but these were fairly limited. The 1891 tariff contained about
as many increases as reductions in import duties. However, the 1893 tariff
strengthened protectionism, although it was not until 1904 that Romania
adopted a tariff aimed to encourage industrialization. This tariff was
drawn up by the Minister of Finance, Emile Ortinesco, who was a
manufacturer. It was adopted in 1904, and took effect from 1 March
1906. Apart from minor modifications (in 1911 and 1912) it remained in
force until May 1920. Between 1904 and 1914 Romania signed treaties
with 15 countries.®?

99 G.D. Cioriceanu, La Roumanie économique et ses rapports avec 'étranger de 1860 & 1915 (Paris, 1928),
PP- 13740, 266—70; C. B. Faust, La politique d iére de la R je des débuts jusqu’ & nos jours
(Neuchitel, 1934), pp. 13—24; V. T. Jordachescou, L’évolution de la politique douaniére de la
Roumanie de P'époque Dacie-Trajane & nos jours (Paris, 1925).

Cambridge Histories Online © Cambridge University Press, 2008



EUROPEAN PROTECTIONISM AND BRITISH LIBERALISM 81

The shift towards protectionism in Serbia (which became completely
independent in 1878) can be dated from the 1893 tariff, which was
revised in 1899, 1900, and 1902. The 1904 tariff went one step further
along the same road.

Between 1890 and 1913 the three non-industrialized Scandinavian
countries (Denmark, Norway, and Finland) experienced a period of very
rapid expansion of their economies and of their foreign trade. Their share
in total European exports rose from 2.2 per cent in 1889—91 to 3.3 per
cent in 1913, and the annual increase in their average Gross National
Product per capita was during this period some 2§ per cent higher than
that of the rest of Europe.

In Denmark, the tariff introduced in 1863 remained in force until 1908,
with only minor modifications. The new legislation was fairly liberal as
far as agricultural products and raw materials were concerned, but it was
quite severely protectionist with regard to certain sectors of industry
which Denmark wanted to develop. This was particularly true for
manufactured textiles, which were liable to duties of about 20—25 per
cent.

In 1897, Norway adopted a less liberal double tariff which increased
import duties on certain manufactured goods. In 1905 she took a more
decisive step. On the initiative of the Minister of Finance, Gunnar
Knudsen (who was a manufacturer in favour of protectionism), a tariff
which protected industry as well as agriculture was established.

In Finland from 1893 onwards the czar intervened several times to ask
the Finnish Senate to increase import duties so as to bring them into line
with those in force in Russia. However, in spite of a few modifications
(especially in 1906, 1908, and 1910) the gap remained; and just before the
First World War the average level of duties in Finland was about half of
that in force in Russia (see Table 9). This did not mean that Finland had a
liberal tariff — on the contrary, it was one of the most highly protectionist
of the small European countries.

Of the three small industrialized countries, Sweden remained un-
doubtedly the most protectionist. The trade policies of Belgium and
Switzerland could be described as moderately protectionist.

It was probably in Switzerland that plans for tariff reform aroused most
public interest. This was essentially because of a peculiarity of the
political system in this country. If a petition against federal laws and
decrees containing 30,000 signatures was presented, the government was
practically forced to submit its plans to a popular vote. As already seen,
this had already happened in the case of the 1891 tariff. This tariff was
hardly modified at all until a new tariff, known as the 1902 tariff, came
into force on 1 January 1906. It had taken a long time for this protection-
ist tariff to be drawn up and adopted, since as early as 1898 the Federal
Council had instructed the Vorort (the organization of manufacturers
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and business-owners), the Swiss Union of Craftsmen (Union Suisse des
Arts et Metiers) and the Swiss Union of Farmers (Union Suisse des
Paysans) to prepare reports to serve as a basis for tariff reform. The federal
bill, presented in February 1902, provoked lively discussion both inside
and outside parliament. The Swiss Consumers’ Union (the Union Suisse
de Cooperatives de Consommation) formed a ‘league against the cus-
toms tariff” which was supported by the Socialists. There were even
several demonstrations. The movement against the tariff, however, was
defeated on 15 March 1903 by 60 per cent of the voters (participation in
the elections had been amongst the highest up to that date).

This tariff increased the number of tariff items from 476 to 1,112 and it
was a single-schedule tariff. Compared with the previous tariff, it
increased duties on livestock by about 80—100 per cent, on meat by about
200 per cent, and on wine by about 120 per cent, but it did not alter the
duties on grain, which remained fixed at 3 francs per ton, or only about 2
per cent of the value, as opposed to 8—16 per cent for livestock (meat
animals) and meat, and 10—30 per cent for wine. For finished manufac-~
tured goods, the increase in duties was about 30 per cent (essentially for
textiles), whereas for semi-finished articles and iron manufactures the
increase was lower, which meant there was a relatively low level of
protection (see Table 9).

As in other countries, the adoption of this tariff (as had happened in
1891) necessitated the renegotiation of treaties with Switzerland’s main
trading partners. As was common at this period, there was a series of tariff
wars, notably with France (see p. 75) and with Spain (lasting only two
months, July—August 1906). The tariff was not altered until the 1921
reform (which came into force on 1 July). But the fairly large number of
trade agreements, which all contained the most-favoured-nation clause,
effectively extended the normal tariff to all countries.

In Belgium, the changes introduced by the 1895 tariff (law of 15 July)
were of little importance. This tariff, which remained in force until the
war, can be described as moderately protectionist. This was justified by
the size of the country, and especially by the outward-looking nature of
the main industries. As the preamble to the bill noted, the government
did not consider itself to be protectionist. For this government, protec-
tionism risked ‘hindering’ the exports of a country which cannot absorb
one-half of its metal production, one-twentieth of its glass, or one-third
of its linen.1%° Import duties on manufactured goods averaged about 9
per cent. In other words, together with the Swiss duties, they were the
lowest of the industrialized countries of continental Europe (see Table 9).

From 1892 (the year in which most treaties ran out) Sweden strength-

100 Quoted by M. Suetens, Histoire de la politigue commerciale de la Belgique depuis 1830 & nos jours
(Brussel, 1955), p. 127.
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ened her protectionism by a series of partial changes in her commercial
legislation. The most important change was that of 1895, which in-
creased import duties on grain by 160 per cent. The tariff was not revised
completely until the law of 9 July 1911 (the new tariff came into force on
1 December 1911). This tariff contained 1,32 items, and if the size of the
country is taken into account, had a very high level of protectionism (see

Table 9).

B. THE TEMPTATIONS OF FAIR TRADE AND TARIFF REFORM IN
THE UNITED KINGDOM

The reversal in the trends of commercial policy in continental Europe
which began in 1877—9, and also that in Canada (see section x), brought
inevitable repercussions in Great Britain, where the impact of these
events was enhanced by the new trends in the economy: from 1875—7
British economic growth slowed down considerably. Whereas the vol-
ume of Gross National Product had increased by 2.2 per cent per annum
between 1864—6 and 1874—6, between 1874—6 and 1882—4 it grew by
only 1.4 per cent (or an annual increase in Gross National Product per
capita of 1.3 and 0.4 per cent respectively). Between 1880 and 1884 there
was a period of near-stagnation, and hence a decrease in Gross National
Product per capita. At the same time, not accidentally, imports of
manufactured goods increased rapidly. In terms of value, this increase
was 4.4 per cent per annum between 1869—71 and 1879—81, which
represented an increase in volume of 5.0—5.5 per cent per annum. Finally,
and perhaps most importantly, during the 1870s the total value of
exports to Europe and to the United States fell, whereas those to the rest
of the world, and especially to the British Empire, noticeably increased.
Imperial markets rose from 25 per cent of total export sales in 1868—72 to
34 per cent in 1878—82. This increase was even more pronounced in the
case of manufactured goods. Empire markets for textiles, for example,
rose from 27 to 37 per cent of total exports between 1870 and 1880, and
crude iron and semi-finished iron goods from 22 to 31 per cent.1°1

1. The Fair Trade League 02

The combination of the above factors inevitably created a climate of
opinion which favoured a certain degree of protectionism and especially
a retreat to the Empire. This reaction crystallized in 1881 with the

101 W. Schiote, British Overseas Trade from 1700 to 1930s (Oxford, 1952), p. 166.

102 n fact the official name was National Fair Trade League, but the word ‘National’ was dropped
in use, perhaps to reduce confusion with the National League formed with similar aims in the
same year.
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creation of the Fair Trade League,!?3 which, it should be acknowledged,
did have a very strong influence on British public life. The Fair Trade
League was led by Farrer Ecroyd, a textile manufacturer and former
Member of Parliament. Its demands were fairly moderate and were
designed to restructure commercial policies. The League wanted to
impose retaliatory import duties as a prelude to negotiations for reci-
procity. In particular, manufactured goods imported from countries
which did not allow free entry to British manufactured goods would be
liable to duties of 10—15 per cent. Imported products which competed
with those coming from British colonies would also be taxed.

At the beginning of the 1880s the arguments put forward by those in
favour of a realignment of commercial policy came up against a very
convincing, because very simple, argument on the part of the Liberals.
Thus Gladstone, in October 1881 at the beginning of his second term of
office, could speak with pointed irony when he declared that,

An institution has been formed in the imposing name of the Fair Trade League.
What in the world, you will ask, does that mean? Well, gentlemen, I must say it
bears a suspicious likeness to our old friend Protection. (Cheers and laughter).
Protection was dead and buried 30 years ago, but he has come out of the grave
and is walking in the broad light of day, but after long experience of the
atmosphere underground, he endeavours to look somewhat more attractive
than he used to appear . . . and in consequence he found it convenient to assume a
new name (Laughter) . . . can you strike the foreigner hard by retaliatory tariffs?
What manufactures do you import from abroad? In all ,£45,000,000. What
manufactures do you export? Nearer /200,000,000 (cheers) — over
£200,000,000.104

Note here that Gladstone’s figures apply more to the situation in the
mid-1870s than in the early 1880s. Indeed, if the annual trade figures for
the export of manufactured goods drawn up by Schlote are exam-
ined, 195 one sees that it was only around 18735 that the corresponding
two figures and ratios (to be more precise, imports of £ 46 million a year
in 1873—35, and exports of £ 205 million) can be found. Around 1880 (see
Table 10) the balance between these two aggregates was already notice-
ably less favourable. But as nearly always happens (including today) such
polemical arguments are more likely to be based on the situation
prevailing five to ten, or even more, years earlier rather than on the
current situation.

103 Note, however, that in 1871 a ‘reciprocity Free Trade Association’ was created which lasted
until 1880. During the period 1879—81 other ‘protectionist’ organizations appeared and
disappeared. B. H. Brown, The Tariff Reform Movement in Great Britain 1881—1895 (New York,
1943), pp. 8-18.

104 Published in The Times of 8 October 1881. Quoted by N. McCord, Free Trade: Theory and
Practice from Adam Smith to Keynes (London, 1970), p. 132.

105 Schlote, British Overseas Trade, pp. 121-5.

Cambridge Histories Online © Cambridge University Press, 2008



EUROPEAN PROTECTIONISM AND BRITISH LIBERALISM 8s

Table 10. United Kingdom trade in manufactured goods
(current [ million; three-year annual averages)

Excess of exports

In In % of
Imports Exports value imports Re-exports
185§ 11.2 88.5 77.4 693 2.2
1860 15.7 114.6 08.9 630 2.6
1870 35.9 178.8 142.9 398 3.7
1880 §5.1 182.4 127.4 231 7.7
1890 71.3 206.5 138.1 189 10.0
1900 102.§ 213.0 110.5 108 11.7
1910 126.4 320.3 193.9 153 18.7
1912 145.3 362.9 217.6 150 19.7
1924 221.2 565.5 344.4 156 22.7

Source: Derived from W. Schlote, British Overseas Trade from 1700 to 1930s (London,
1952).

The Free Trade League reached its peak in 1887. From 1888 it turned
its attentions more towards the problems of the Empire. But its audience
declined. The League lasted until the beginning of 1891 when most of its
members joined the United Empire Trade League.196

It was not until the early twentieth century that a new pressure group
in favour of a change in British commercial policy emerged. Itis true that
in the meantime Gladstone’s calculations of a ratio of §:1I in favour of
British exports of manufactured goods had been replaced by a ratio of
only 2:1. Moreover, even this situation was essentially the result of the
large surplus of manufactured goods traded with the British Empire. As
we have seen (Table 7), at the beginning of the twentieth century Britain
had developed an unfavourable balance of trade with the industrialized
countries of Europe, so far as manufactures were concerned. Even in
extra-European markets, where British influence was very strong, Brit-
ish products faced serious competition from European rivals. If we look
only at the ten countries outside Europe in which about 82 per cent of
British capital was invested, we find that Great Britain’s share in the total
imports of these countries fell from so per cent in 1869—71 to 37 per cent
in 1894—6, and to 29 per cent in 1913.107

In short, it began to look as though a theoretical impossibility had in
fact happened — that an economic ‘heresy’ had proved fruitful. The

106 Brown, The Tariff Reform Movement in Great Britain, pp. 137-9.

107 Bairoch, Commerce extérieur et développement économique, pp. 215—16. The ten countries are:
Argentina, Australia, Brazil, Canada, Chile, China, Egypt, the United States, India, and the
Union of South Africa.
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protectionist countries experienced rapid economic expansion not only
in the home markets but also in their exports. On the other hand, the
Empire had become increasingly important as an outlet for British
industrial products, and especially for more sophisticated goods.

2. Chamberlain and the Tariff Reform League

It is in this context that Joseph Chamberlain’s campaign for tariff reform
should be seen. Paradoxically, when the Free Trade League was active,
Chamberlain’s task as president of the Board of Trade was to lead the
counter-attack. As Amery points out:

his reply to Ritchie’s motion in the House of Commons and his speeches in the
country were generally regarded as masterly expositions of the Cobdenite
doctrine. But his persecution of the Fair Traders proved to be the first step on his
journey to Damascus. It was while preparing his speeches in defence of Free
Trade that serious doubts first rose in his mind. Many years later, after the Tariff
Reform campaign had begun he was asked by Herbert Maxwell when it was
that he had first begun to doubt the application of Free-Trade doctrines. ‘Well’,
he replied ‘there is no reason why I should not tell you that it was in 1882 when,
as President of the Board of Trade, I had to answer a motion of Ritchie’s in
favour of retaliatory tariff’.198

Already during the discussion of the 1901 budget the return of certain
protectionist arguments may be detected from a small group led by Sir
Howard Vincent and by Viscount Lowther. In 1902 there was an attempt
to put forward an amendment in favour of protectionist measures for
agriculture (on grounds of military security), linked with a preferential
system for the colonies.1? In this context it should be noted that the
second colonial conference (known as the Ottawa conference) had
adopted a resolution supporting the principle of unilateral preferences of
25 per cent for British products. Although the fourth colonial conference
(London 1902) rejected the notion of imperial defence, it reiterated the
consensus in favour of a preferential system (for further details see section
VIII).

Given that the United Kingdom levied hardly any import duties, a
real preferential trade zone incorporating the whole British Empire
could not be set up unless the mother country introduced import duties.
Such a policy was cléarly incompatible with the free trade ‘dogma’.
Chamberlain, who did not succeed, during his time in office in various
governments, in introducing a true preferential trade system with im-
port duties on grain in particular,'1? gradually moved towards a more

108 J Amery, Joseph Chamberlain and the Tariff Reform Campaign, 2 vols. (London, 1969), vol. 1,
pp. 209—10.  1°° Jbid., pp. 20—21.

110 In fact from 15 April 1902 to 30 June 1903 cereals became Lable to duties again. While
Chamberlain was away (on a mission to South Africa) the British cabinet reversed the decision
to refund to the colonies the import duties collected.
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protectionist position. His speech in Birmingham on 15 May 1903
marked the beginning of what was to be a real crusade for tariff reform.
This reform was to further three aims: to increase revenue (in order to
finance social policies); to give some protection to industry; and to set up
a preferential system for the benefit of the Empire. This far-reaching
speech made a big impact and was followed by others giving further
details of what was to become the doctrine of the Tariff Reform League.
The League was formed on 21 July 1903 and Chamberlain appointed the
Duke of Sutherland as president, and Cyril Arthur Pearson as chairman.
It was a well-organized body with adequate funds, and became a very
powerful pressure group supporting Chamberlain’s activities, who re-
mained the key figure. Chamberlain stepped up his personal campaign
after his resignation from the cabinet as Colonial Secretary, which, after
being refused on 9 September 1903, was accepted seven days later.

Two propaganda campaigns for tariff reform are commonly distin~
guished, the first lasting from October 1903 to June 1904, and the second
from July 1905 to January 1906. The Tariff Reform League was propos-
ing only a limited form of protectionism: no import duties on raw
materials, 2 shillings per quarter on wheat (i.e., about 7 per cent of the
domestic price), 5 per cent on meat and dairy produce (with the
exception of bacon, the food of the under-privileged classes), and 10 per
cent on manufactured goods. In order to reduce the inflationary effect,
appreciable reductions were proposed in the import duties on tea and
sugar in particular. This, of course, was incorporated into a reciprocal
preferential system for the Empire.

The Liberals’ counter-attack took shape in 1903 in the report of the
economist Alfred Marshall, in reply to a request from the Treasury for an
analysis of the situation. He concluded:

The position, then, is this. On the one hand, England is not in a strong position
for reprisals against hostile tariffs, because there are not important exports of
hers, which other countries need so urgently as to be willing to take them from
her at a considerably increased cost, and because none of her rivals would
permanently suffer serious injury through the partial exclusion of any product
of theirs with which England can afford to dispense. And, on the other hand, it is
not merely expedient — it is absolutely essential — for England’s hopes of
retaining a high place in the world, that she should neglect no opportunity of
increasing the alertness of her industrial population in general, and her manufac-
turers in particular; and for this purpose there is no device to be compared in
efficiency with the plan of keeping her markets open to the new products of
other nations, and especially to those of American inventive genius and of
German systematic thought and scientific training.

Earlier, when discussing the substantial revenue from foreign trade
and also from the profits of British capital invested abroad, he made a
remark which sounds quite contemporary,
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Her people think that these, taken together, are enough; and prefer expensive
summer holidays to increasing still further above the German level their
consumption of oranges or silk. Who shall say that they are wrong?!!!

Marshall was supported by most important English economists of the
period, as can be seen from a letter to The Times of 15 August 1905 signed
jointly by fourteen economists, including Arthur Cecil Pigou and, of
course, Marshall himself.112

The economic stagnation — and even decrease in the volume of Gross
National Product per capita; a noticeable drop in real wages; and a
relative stagnation of exports —in the years 1900—4 lent support to those
pressing for tariff reform. However, the events of the year 1905, which
led up to the elections of 12 January 1906, were favourable to the Liberals.
In this year the total value of exports rose by 9.7 per cent (9.9 per centin
terms of volume) and the volume of Gross National Product by 3.0 per
cent (or 2.1 per cent per capita). The Liberals swept the board in the
elections, gaining 377 seats out of a total of 670. The Unionists (who
supported Chamberlain) gained only 157 seats and their defeat wasall the
more decisive since the election turn-out was the highest ever recorded:
on average 92 per cent. Six months after the elections (on 11 July 1906)
Chamberlain suffered a stroke (partial paralysis). Three days earlier he
had turned 70. He never really returned to active politics, and died on
2 July 1914.

Although the Tariff Reform League no longer had the benefit of
Chamberlain’s great talent as an orator and organizer, it did not abandon
its campaign. In the 1910 elections the Unionists made significant gains
(increasing their number of seats to 277). These gains are generally
attributed to the increase in the supporters of tariff reform. However,
improvements in the economic climate allowed action to be delayed. It
may be said that certain ideas of the Tariff Reform League began to be
applied from 1916 on. But these were war measures, and 1932 was the
real date of the abandonment of free trade (see p. 9I).

C. PROTECTIONISM AND THE EXPANSION OF FOREIGN TRADE

Despite what the title could lead one to believe, this section is not
concerned with an explanation of the development of European foreign
trade purely in terms of changes in commercial policy. Its primary aim is
to present facts that constitute real paradoxes to diechard supporters of
free trade: not only did the period of reinforcement of protectionism
coincide with a more rapid expansion of trade, but also, and even more

111 Quoted by W. H. B. Court, British Economic History, 1870—1914: Commentary and Documents
(Cambridge, 1965s), p. 467.  ''2 McCord, Free Trade, pp. 144—7.
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paradoxically, the most highly protectionist European countries exper-
ienced the most rapid expansion of their trade. Even if this cannot be
taken as proof that protectionism generates international trade, it at least
proves that protectionism does not always and necessarily hinder such
trade.

On the other hand, expansion in trade is not an aim in itself but merely
a way of achieving economic growth. It could even be argued that, if
identical levels of production of goods and services could be obtained
either with or without foreign trade, the quantity of goods and services
available for effective consumption would be greater (all things being
equal) without foreign trade, since in this case a reduced amount of
transport and fewer services would be needed to distribute the goods.

The data presented in section 1v ¢, and in particular Table 6, showed
how far the protectionist period facilitated a recovery not only in the
different sectors of the economy but also in trade: during the twenty
years after the re-introduction of protectionist policies, the annual
growth rate of volume of Gross National Product increased by more
than 100 per cent and the volume of exports grew by more than 3§ per
cent (compared with the previous twenty years).

If the statistics from Table 11 show individual variations, according to
country and period, it remains generally true that in all countries (except
Italy) the introduction of protectionist measures resulted in a distinct
acceleration in economic growth during the first ten years, and this took
place no matter when the measures were introduced. In the next ten
years, during which the protectionist measures were strengthened, there
was usually a further acceleration in economic growth. The years 1909—
13 —which fall outside this analysis— were marked in every country by an
even higher growth rate. (In continental Europe the annual real growth
rate of Gross National Product was 3.0 per cent in 1908—10t0 191113, as
opposed to 2.3 per cent in 1897—9 to 1908—10. In the United Kingdom,
on the other hand, there was first a period of stagnation, then a marked
decline in the growth rate.) Furthermore, in continental Europe the rate
of growth reached its peak from the moment all countries strengthened
their protectionism.

As far as foreign trade was concerned, an almost universal slowing
down of expansion is noticeable in the first ten years after the abandon-
ment of free trade, but in the second ten years the rate of growth in the
volume of exports in nearly all the protectionist countries was faster than
it had been in the ten years before protectionism was adopted (see Table
11). Moreover, and this is important, during these two decades the
expansion of trade was much faster in the countries which had adopted
for protectionism than in the United Kingdom which remained liberal.
Even if the unlikely possibility of a systematic bias in the calculations of
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Table 11. Annual rate of growth of exports and Gross National Product by
countries and periods in relation to commercial policy change
(based on three-year annual averages®)

To-year period Periods following protectionist

D preceding move

a;e protectionist

(1). move First 10 years  Second 10 years
policy

change Exports GNP Exports GNP Exports GNP

Protectionist countries

France 1892 2.1 1.2 1.9 1.3 2.7 1.5
Germany 1885 3.0 1.3 2.4 3.1 5.2 2.9
Italy 1887 0.4 0.7 1.7 0.§ 4.5 2.7
Sweden 1888 3.4 .S 2.8 3.5 2.4 3.3
Semi-protectionist
countries
Belgium 1887 4.9 1.2 2.3 2.0 2.7 2.8
Denmark (1889) 1.4 3.3 4.3 3.8 4.1 3.0
Switzerland 1887 0.4 — —0.6 — 3.8 —
Continental Europe  (1889) 3.0 1.1 2.6 2.3 3.7 2.3
United Kingdom (1889) 3.9 2.2 1.1 2.3 3.2 1.2
Europe (1889) 3.4 1.3 2.2 2.3 3.6 1.9
Notes:

4 Average of the three years preceeding the period, including the year when the policy
change was made.

b No commercial policy change at this date, but year used in the calculations of annual
growth rates.

Brackets indicate approximate dates.

Sources: See Table 6.

the volume of exports is taken into account, the value of Great Britain’s
exports represented only 31.1 per cent of those from continental Europe
in 190911, whereas they had accounted for 36.3 per cent in 1889—91. As
with economic growth, the expansion of trade became even greater
when all countries increased their protectionism.

D. A BRIEF OUTLINE OF THE TRENDS IN EUROPEAN TARIEF
POLICY, I19I4—5$0

To conclude this section a few words must be added about the main
trends in tariff policies between 1914 and 1950. The First World War
obviously caused an upheaval in trade which led to the adoption of
emergency trade measures. The years 1920—9 are usually, but wrongly,
described as a period of considerable reinforcement of protectionism in
Europe. One of the reasons for this confusion is perhaps connected with
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the meeting in 1927 of the International Economic Conference, one of
whose aims was to correct the tendencies of trade policies which were
thought to be moving towards protectionism. In fact, the weighted
average of customs duties in continental Europe came to 24.6 per cent for
1913 and 24.9 per cent for 1927.113 It is true that this overall stability
conceals divergent tendencies at the level of individual products and
countries. Reductions (in decreasing order of importance) had been
made in average import duties in Poland, Austria, Sweden, and Belgium;
and increases (in increasing order) in Italy, Germany, Hungary, Spain,
Czechoslovakia, Romania, Yugoslavia, Switzerland, and Bulgaria.

However, outside Europe the general trend was in the direction of an
increase in protectionism. On the one hand, the tariff autonomy regained
by certain semi-independent countries led to a radical change of policy in
the direction of protectionism (see section X D). On the other hand, the
tariff system set up in nearly all independent non-European countries
after the war was more restrictive. The same applied to certain colonial
possessions, in particular India. In addition, the increase in import duties
on manufactured goods was greater than that affecting other products.
During the 1920s Great Britain retained a series of import duties imposed
during the war — even though she did not actually abandon her free trade
policy until 1932. This was also one of the factors that helped to mask the
real character of the 1920s: in the years 1919—25 a certain number of
European countries retained restrictive measures (usually quotas) intro-
duced during the war, but most of these were abolished between 1923
and 1929.114

In 1928 and 1929, partly due to the recommendations of the Internat-
ional Economic Conference of 1927, some reductions in import duties
and some free trade measures were introduced. On the whole the period
1920—9 can be said to have been marked by a trend towards a liberaliza-
tion of European trade policy. It was also a very positive period as far as
international trade was concerned. The volume of world exports in-
creased by about 7 per cent per annum between 1921 and 1929, and even
by 6 per cent per annum between 1924 (the year in which the level of
1913 was reached again) and 1929. Such growth rates had never been
achieved before.

113 Calculated by adjusting the indices of H. Liepmann (Tariff Levels and the Economic Unity of
Europe (London, 1938), p. 415) for the value of the imports of each country at each period
(according to Statistical Yearbook of the League of Nations, Geneva, various editions). Great
Britain is excluded from this calculation for lack of data. On the basis of the League of Nations’
Tariff Level Indices (Geneva, 1927), the following trends may be observed:

General level: 1913, 13.2 per cent; 1925, 13.5 per cent (including Great Britain 10.2 per cent).
Manufactured goods: 1913, 15.0 per cent; 1925, 19.7 per cent (including Great Britain 14.5 per
cent).

114 For this, see League of Nations, Commercial Policy in the Interwar Period: International Proposals
and National Policies (Geneva, 1942) and Commercial Policy in the Post-War World (Geneva, 1945).
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In the United States, debates began in January 1929 about the possible
revision of the current tariff, in order to increase the degree of protec-
tionism (see section x). From this project the idea emerged of a new
International Economic Conference on tariff problems. Invitations were
issued by a resolution voted at the Assembly of the League of Nations on
23 September 1929 (before the first collapse of the stock market on 19
October). The aim of the conference was to conclude a ‘tariff truce’.

The conference was held in Geneva between 17 February and 24
March 1930115 in an economic climate very different from that of 1927.
The abstention of the United States contributed to the failure of this
meeting, which resulted in nothing but a rather general convention on
trade and a few recommendations of which the first among the supple-
mentary recommendations was a kind of draft of a ‘North-South
dialogue’ between Europe and the countries exporting raw materials. 116

The new American tariff was voted on 28 May 1930. By 1931 nearly
all European countries (except Poland and Sweden) had already signifi-
cantly raised their tariffs. In nearly all cases this was due to the prolonged
economic crisis and also to the American attitude. The average level of
import duties was about 39.5 per cent in 1931 (compared with 24.9 per
cent in 1927). When the United Kingdom abandoned free trade in 1932
the way was opened for what are known as the Ottawa agreements
concluded in August 1932, which established a reciprocal system of
imperial preference.

The tendency to try to overcome the depression by isolating the
national market increased in the following years, and the battery of
protectionist trade measures (especially the fixing of quotas) grew con-
siderably, in spite of attempts to draw up international agreements. The
problem was aggravated by monetary instability, and quite a large

115 The official title of this meeting was the Preliminary Conference with a View to Concerted
Economic Action. It is often wrongly called the Second International Economic Conference, or
the (Geneva) Taniff Conference.

116 Draft recommendations:

Having regard to the importance of the markets of overseas countries for the economic life of
Europe;

Considering that itis highly important for Europe to investigate all possible means of taking a
larger place in these markets;

Considering that the majority of the overseas countries are producers of raw matenals and
foodstuffs of which Europe is one of the main consumers;

Considering that, in order that the future negotiations contemplated by the present Confer-
ence may give the fullest results, it would be valuable to associate the overseas countries with
them to the greatest possible extent:

Recommends that the Economic Organisation of the League of Nations should undertake an
objective investigation into the means of establishing close co-operation between Europe and
the overseas countrics and, in particular, consider in what respect the trade relations between
Europe and the said countries might be improved to their mutual advantage.

League of Nations, Proceedings of the Preliminary Conference with a View to Concerted Economic
Action (Geneva, 1930), p. 71.
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proportion of trade took place through clearing agreements. The vol-
ume of European and world exports dropped by some 35—40 per cent
between 1929 and 1933.

Changes of economic regimes also affected trade policies and foreign
trade. In 1917 the Soviet revolution broughtin its train the withdrawal of
Russia from the network of international trade. In 1909—171 this country
had accounted for 6.7 per cent of exports from the developed countries,
but in 1928 the figure had dropped to 1.7 per cent (and 1.6 per cent in
1938). The autarkic policies of the Fascist (in Italy) and Nazi (in Ger-
many) regimes had similar consequences, partly hidden by their eco-
nomic expansion fed by rearmament.

Moreover, as Kindleberger has rightly pointed out,

the international economic and monetary system needs leadership, a country
which is prepared, consciously or unconsciously, under some system of rules
that it has internalized, to set standards of conduct for other countries; and to
seek to get others to follow them, to take on an undue share of the burdens of the
system, and in particular to take on its support in adversity by accepting its
redundant commodities, maintaining a flow of investment capital and discount-
ing its paper. Britain performed this role in the century to 1913 . . . part of the
reason for the length, and most of the explanation for the depth of the world
depression, was the inability of the British to continue their role of underwriter
to the system and the reluctance of the United States to take it on until 1936.117

All this led to a reduction in international and European trade. In 1938
the volume of European exports was about 70 per cent of the level of
1929; and this 1929 level was itself probably only 3-8 per cent higher
than that of 1913 (on a world scale, the level in 1938 was probably about
85 per cent of that of 1929).

In the middle of war (on 23 February 1942) an ‘agreement on mutual
aid’ was signed at the instigation of the United States between that
country and the United Kingdom. Article vi stipulated that they would
adopt measures ‘open to participation by all other countries of like mind,
directed to the expansion, by appropriate international and domestic
measures of production, employment, and the exchange and consump-
tion of goods . .. to the elimination of all forms of discriminatory
treatment in international commerce and to the reduction of tariffs and
other trade barriers’.118 And as soon as the war ended, the United States,
which had become an economic super-power, even in international
trade,!!? played an active part in the setting up of liberal trade policies.

After the failure of attempts to create an organization to liberalize
117 C. P. Kindleberger, The World in Depression, 1929—1939 (London, 1973), p. 28.

118 Foreign Office, British and Foreign State Papers, 1940—1942, vol. cxuv (London, 1952),

p. 1,044
119 The United States’ share in world exports rose from 14 per cent in 1938 to 22 per cent in 1948 (it
was I3 per cent in 1913).
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international trade, gradual liberalization of trade policies developed
after 1948 for the advanced Western industrial economies in the frame-
work of the General Agreement on Tariffs and Trade. In Western
Europe real trade liberalization began after the ‘Kennedy round’ of 1962.
The new situation created by movements towards economic integration
and the spread of centralized economic planning, together with the
unprecedented rate of economic growth which marked the three post-
war decades (1945—74) make this period a separate and highly specific
chapter in European commercial history which lies beyond the scope of
the present volume.

VII. Protectionism and the development of
institutions for the promotion of foreign trade

The return to protectionism played a significant part in the development
and creation of a set of institutions aimed at promoting sales of national
products abroad. These were private, public, or semi-public organiza-
tions which acted at national or regional level, or at the level of specific
industries.

The increase in tariffs was certainly one of the main reasons these
organizations sprang up but it was certainly not the only one. Amongst
the other important reasons we should mention the increase in the range
of products exported. In nearly all European countries involved in the
process of industrialization the relative share of textile exports, which
had been dominant until the 1870s, was reduced in favour of new
products. Whereas in the 1840s manufactured textile goods accounted
for some §9—63 per cent of total exports from the industrialized Euro-
pean countries (Belgium, France, Germany, Switzerland, Great Britain),
this proportion was about 52—54 per cent in 1860, about 44—46 per cent
around 1880, and only about 28 per cent around 1913. In countries like
Great Britain and Switzerland, where textiles accounted for more than
70 per cent of total exports in 1840, this proportion dropped to 40 per
cent, or even less, just before the First World War.120

The geographical diversification of trade was less marked than diversi-
fication in products. But it was far from being marginal, especially for
the continental European countries, as Great Britain had had a diversified
pattern of trade ever since the first half of the nineteenth century. For
continental Europe as a whole, exports to non-European countries
exceeded 15 per cent of the total in 1880, and reached 22 per cent in 1910.
For Germany this proportion rose from 12 per cent to as high as 26 per

120 Calculated from various national sources; the national series are not, however, strictly
homogenous.
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cent; and the proportion of exports to South America, Africa, Asia, and
Oceania rose from 6 per cent to 17 per cent. For Belgium the relative
proportion of exports to countries outside Europe (still between 1880
and 1910) increased from 7 per cent to 18 per cent, and for Switzerland
from 19 per cent to 25 per cent.t2!

These rapid changes in the geographical patterns of trade in Europe
and even more the diversification in the mix of products exported
implied changes in the structure of industry and also in commercial
organization. For obvious reasons we cannot deal here with alterations in
the commercial departments of individual firms. We shall concentrate
on institutions at the national level, or on those which were set up by
collective organizations. This period saw the foundation and/or the rapid
development of four types of institution. First, on the level of govern-
mental organization, commercial attachés and ministries of foreign trade
were set up. Secondly, chambers of commerce abroad were established,
especially after 1880. International trade fairs were promoted. Finally,
commercial museums and similar institutions were created. These four
types of institution will be examined below. The very important prob-
lem of the organization of foreign trade from the point of view of export
and import agents is not touched upon,*22 or the various policies of the
different banks with regard to export credits considered, since state
intervention in this field did not begin until after the First World War.

A. COMMERCIAL ATTACHES AND MINISTRIES OF COMMERCE

In its first phase, the expansion and diversification of foreign trade simply
led to an enlargement of the commercial functions of the consulates and
an increase in the functions of the ministries or departments responsible
for these problems. Gradually, however, it became necessary to create
new frameworks within which these functions could be exercised. It is
true that from their beginnings, and all through history, consulates had
always had a commercial function but the facts available show that this
function developed rapidly in the years 1880—90. In the United King-
dom, for example, commercial attachés began to be appointed to embas-
sies and to legatigns from 1880. In 1886 embeassies received instructions to
pay more attention to commercial interests, since British manufacturers
had complained that other countries were much more active in this role.
In 1896 the Commercial Intelligence Branch of the Board of Trade!23

121 Bairoch, ‘Geographical Structure’, pp. 557—608; p. 573.

122 For an account of the situation in this area at the end of the nineteenth century, see A. J. Wolfe,
Theory and Practice of International Commerce (New York and London, 1919).

123 *Trade Organization’, in Encyclopaedia Britannica, 13th edn, vol. xxvu, pp. 135—40, especially
p- 136.
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was created, under pressure from the chambers of commerce. The Board
of Trade itself dated from as far back as 1786.

The number of commercial attachés did not increase greatly before the
First World War when, according to statistics collected for twelve small
European countries, only 21 attachés and commercial agents were in
post.124 But of course this does not mean that the consular staff did not
increase their efforts to promote trade.

From 1880—90 ministries and/or departments responsible for foreign
trade were set up in a great number of countries. As a general rule, these
ministries were also concerned with other affairs — it was only after the
First World War that greater specialization took place. In France, the
Ministry for Commerce and Employment was created in 1881. Between
1869 and 1880 these functions were within the competence of the
Ministry of Agriculture; and before that trade and agriculture had both
been the responsibility of the Ministry of Public Works.!25 By a minis-
terial decree of 28 April 1883 a Bureau du Mouvement General et des
Expositions was created. But it was not until 1898 (law of 4 March) that
the National Office for Foreign Trade!2® was set up, thanks to the
concerted efforts of the Paris Chamber of Commerce and the Ministry of
Commerce.

In Belgium the Ministry of Trade was not established until 1895. Until
then, its functions had been the responsibility of the Ministry of Foreign
Affairs.'?7 But expenditure on political and consular agents had risen
from 0.6 million francs per annum at the beginning of the 1860s to 1.3
million in 1880 and to 1.5 million in 1890.128

In The Netherlands only in 1900 did a government commission draw
‘the attention of the Minister for Foreign Trade Affairs to the need to use
government organizations in foreign countries to meet the new require-
ments of foreign trade’.12® This project was inspired by the English
Commercial Intelligence Branch. It did not have much effect until 1907
when an autonomous section was created for trade within the Ministry
of Agriculture, Industry and Commerce (set up in 1905). This commer-
cial section included a central information service.

In Austria—Hungary the Ministry of Trade was established in 1853
(1867 in Hungary) but it was concerned essentially only with internal
trade. In Italy a Ministry of Commerce was set up in 1876 and, later on, a

124 A, Jacoby, Les institutions d’expansion commerciale en tenant compte plus spécialement de la Suisse
(Neuchitel, 1918), p. 22.

125 Annuaire statistique de la France, vol. xivn (Paris, 1932), p. 180.

126 A, Serre, L’Office National du commerce extérieur. Historique-fonctionnement (Paris, 1927), pp. 16~
17. 127 “Trade Organisation’, in Encyclopaedia Britannica, 13th edn, p. 140.

128 Annuaire Statistique de la Belgique, 1885 (Brussels, 1886), pp. 268—9 and 1911 (Brussels, 1912),
pp- 282—3.

129 J. A. Wever, Les institutions d’expansion commerciale des Pays-Bas (Paris, 1927), p. 22.
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consultative council was associated with it. The terms of reference of the
council were not limited to matters of external trade but included
industrial issues.

In Finland, a Department for Trade and Industry was set up in 1888,
before which such activities had been the responsibility of the Ministry of
Finance.!3° But it should be remembered that Finland was subordinate
to the Russian czars.

Spain, Portugal, Sweden, Norway, and Switzerland were amongst
those European countries which did not have a ministry or department
for trade before 1914.13!

Germany could also be included in this list. However, some of the
individual German states did have ministries of trade, some of which had
existed for a long time. That of Prussia, in particular, dated from 1848
and from 1880 onwards the Minister of Trade was advised by the
Council for the National Economy (Volkswirthschaftsrath).

Finally, in the United States the Department of Commerce was only
created in 1913. Foreign trade had previously been the responsibility of
the Department of Commerce and Labour, established in 1888.132 The
self-governing British colonies, on the other hand, possessed boards of trade.
Before 1914 about half of the independent countries outside Europe had
either ministries or departments specially concerned with foreign trade.

B. CHAMBERS OF COMMERCE ABROAD

Chambers of commerce were fairly long-established institutions (the
first was that of Marseilles founded in 1599)!33 but the establishment of
chambers of commerce abroad took place essentially in the period
covered here. It is significant that in the 1844 edition of McCulloch’s A
Dictionary of Commerce and Commercial Navigation only four lines (in
1,378 pages of 66 lines each) are devoted to the article ‘Chamber of
Commerce’.

The first chamber of commerce abroad was that set up by Belgium in
New York in 1867.134 In 1870 the Austrian chamber of commerce in

130 Finland: The Country, its People and Institutions (Helsinki, 1926), p. 398.

131 According to an analysis of data presented in The Statesman Yearbook, 1914 (London, 1914).

132 ‘Government Departments’, in Encyclopaedia Britannica, 1947 edn, vol. X, pp. §71—9, especially
p- 579-

133 In 1599 an office for trade (bureau du commerce) was set up in Marseilles on the initiative of the
town. This was made official by royal letter patent in 1600 and 1603. From 1650 this office
became completely independent from the town and took the name chamber of commerce.
B. Ippolito, Les chambres de ¢ ree dans éc ie frangaise (Bordeaux, 194s), p. 7.

134 In fact we should also mention the chamber of commerce founded in 1868 in Yokohama. But
this one included traders of various nations and this links it to similar institutions in countries
outside Europe which only allowed the presence of a limited number of foreigners (a type of
chamber of commerce which probably dates back to at least the sixteenth century).
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Table 12. Evolution of the numbers of active chambers of commerce abroad,
by country of origin

1880 1890 1900 1910 1913
France 2 21 27 34 36
Germany — — I 2 3
Italy — 11 12 18 18
Spain — s s 6
United Kingdom I 2 s 7 8
The Netherlands I I 2 9 10
Other European countries 2 4 9 19 20
Europe (total) 6 44 61 9s 102

Note:

The figures concern the number of chambers of commerce abroad in activity at the
beginning of the date indicated, excluding those created during this year.

Source: Derived from C.G. Drossinis, Les Chambres de commerce & I'étranger (Paris, 1921);
additional sources, see text.

Constantinople was founded, and in 1872 the British established one in
Paris. Two years later the Italians set up their first chamber in Alexandria,
and in 1878 the French followed suit with their first overseas chamber of
commerce in New Orleans.!3%

During this first phase, these chambers of commerce (apart from the
Italian chamber in Alexandria, which remained an isolated example until
1883) were the result of private enterprises. From the middle of the 1880s,
however, the state took over, and the main development of these
institutions dates from that period. The figures given in Table 12 are
possibly too low as a result of the lack of accounts for some chambers
which later disappeared, but the underestimate is probably not more
than s—10 per cent.

In Italy in April 1883 the Ministry of Agriculture, Industry and Trade
issued a report recommending that the state establish a network of
chambers of commerce abroad. This report was in a way the by-product
of the work of a commission set up by royal decree (of 29 May 1870) to
investigate the most satisfactory ways of encouraging the expansion of
industry and trade.136

In France, in the same month (April 1883), a commission was set up to
study ways of improving commercial representation abroad. It conclud-
ed that commercial attachés should be associated with embassies and
consulates, a recommendation not followed until 1908. Also in 1883
another commission was set up to deal more specifically with chambers
of commerce abroad; and, on 30 June 1884, a circular from the Ministry

138 C. G. Drossinis, Les Chambres de commerce a Uetranger (Panis, 1921) pp. 17, 26, 5§, 102-3.
136 Drossinis, Les Chambres de commerce & I'étranger, pp. 101-2.
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for Foreign Affairs to diplomatic and consular agents indicated that the
measures proposed by the commission had been approved.137 Because of
the rapid development of French chambers of commerce abroad, and
because of France’s prestige in matters of legislation, France served as a
model for a number of countries. This was particularly true for Spain in
1886.

Most other countries, though, left the establishment of these institu-
tions to private enterprise. This was true for Great Britain as well as for
Belgium, The Netherlands, and Switzerland — even though these coun-
tries were extremely dependent on exports. In such cases few overseas
chambers of commerce were established except in the case of The
Netherlands, where they developed quite rapidly, especially after 1900
(see Table 12). The three countries where the government played an
important part in this field (France, Spain, and Italy) were responsible for
84 per cent of all Europe’s chambers in 1890. In 1900 this proportion was
about 79 per cent, and it was still 60 per cent in 1913.

Germany was a special case. She had forbidden the establishment of
foreign chambers of commerce on her soil, and for a long time remained
opposed to the development of German chambers of commerce abroad.
Although a German chamber was set up in Brussels in 1894 (as a result of
private initiative), numerous bills (put forward especially by the deputy
Munch-Ferber) recommending this were rejected. One of the arguments
put forward by the government for the rejection of a bill in 1900 was that
‘as a result of reciprocity, the German government would find itself
obliged to allow foreign chambers of commerce to be established in
Germany, and would thus open the door to industrial espionage’.138 In
spite of a certain relaxation which came in 1904 as a result of a law
authorizing the setting up of councils (Beirdte) under consular control,
the government did not alter its position on this until after the war.

As far as the non-European industrialized countries were concerned,
the United States did not open their first chamber of commerce abroad
until 1894 (in Paris), and Japan opened its first in 1906 in Mukden in
China. This delay on the part of the United States should be seen in the
general context both of its foreign policy and also the type of products it
exported. At this period, even more than today, manufactured goods
were not the most important American exports. In 1879—81 manufac-
tured and semi-manufactured articles (excluding foodstuffs) amounted
to only 16.2 per cent of exports (in 1889~91 this rose to 21.8 per cent, but
in 1909—11 it was already 43.7 per cent).13°

137 Ibid., pp. 56—9; J. A. Pruniere, Origines et rdles des chambres de commerce frangaises a 'étranger
(pamphlet) (Paris, 1938), pp. 6—7.

138 Drossinis, Les Chambres de commerce & I'étranger, p. 172.

139 Derived from United States Bureau of the Census, Historical Statistics of the United States:
Colonial Times to 1957 (Washington, bc, 1960), pp. $44-5.
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C. UNIVERSAL OR INTERNATIONAL EXHIBITIONS!40

The history of international exhibitions may be linked to the fairs of the
Middle Ages, to go no further back. However, the essential difference
between the fairs and the exhibitions is that at the latter no commercial
transactions took place. There is a better case for linking them with
national exhibitions. The first national exhibition was, apparently, that
held in September 1798 in Paris, although an industrial exhibition had
taken place earlier in London in 1756. Similar exhibitions were held in
1806 in Antwerp and in 1808 in Trieste. The process accelerated after
1820. Between 1800 and 1819 there were probably nine or ten national
exhibitions; between 1820 and 1829 probably 20—25; between 1831 and
1839, 23—28; and between 1840 and 1849, 45—50.14! More than 95 per
cent of these exhibitions were held in European towns. In a few cases
some foreign exhibitors were admitted, but the first really international
exhibition was the Great Exhibition held in London in 1851.

This exhibition was explicitly part of the British policy of free trade. It
was organized by the Prince Consort, Charles, who emphasized its
international character. What was to have been a great national exhibi-
tion became the first universal one. Besides this, its scale was quite
different from that of its predecessors. Whereas the number of exhibitors
at national exhibitions reached a maximum of 4,500 (with an average of
about 2,000) and the number of visitors did not exceed 500,000, at the
Great Exhibition there were 14,000 exhibitors (some sources say 17,000)
and more than 6 million visitors.

International exhibitions took place on a smaller scale in Dublin and in
New York in 1853. However, the second truly international exhibition
was that held in Paris in 185§ as part of Napoleon’s free trade policies. The
real expansion took place after 1880. From 1851 to 1879 the number of
international exhibitions can be estimated at 12—1§; about 25 were
mounted between 1880 and 1889, and a further 25 between 1890 and
1898. The movement then slowed down noticeably with only about 10—
12 international exhibitions between 1900 and 1913, but that held in Paris
(in 1900) had 83,000 exhibitors and received about so million visitors —
making it the biggest exhibition of the nineteenth century.

This type of exhibition almost disappeared after the First World
War.142 The trend has been, on the one hand, towards specialized, more
140 This section is based on the following sources: J. N. H. Huynem, Trends in Trade Fairs (Utrecht,

1973); K. W. Luckhurst, The Story of Exhibitions (London and New York, 1951); R. Poirier, Des
foires, des peuples, des expositions (Paris, 1958); M. Tamur, Les expositions internationales d travers les

dges (Paris, 1939).

141 Calculated from the sources listed in note 140 above (which often vary).
142 The exhibitions that received the most visitors during the inter-war period were those in

Chicagoin 1933 (39 million) and in New York in 1939—40 (45 million). After the Second World

War the exhibition in Brussels in 1958 also had 45 million visitors; New York, 1964—5 (52
million), Montreal, 1967 (s0 million), Osaka, 1970 (64 million), Tsukaba, 1985 (20 million).
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directly commercial exhibitions and, on the other hand, towards export
sample fairs, whose origins can be traced to the famous Leipzig fair. Ever
since the 1830s this fair had gradually taken the form of a sample fair and
this was made official in 1894. The Leipzig fair was the only fair to
continue more or less uninterrupted since it began in the twelh century.

There is no valid analysis of the effect of the expansion of international
exhibitions in the period 1880—1900 on European foreign trade. This can
be explained by the methodological difficulties of this type of study. It is
certain that in most cases the exhibitions were organized for commercial
reasons and they probably had a positive effect on trade, although we
should not rule out the possibility that they were counter-productive; the
flows of technical information encouraged by such means might have
fostered the substitution of local production for imports.

D. COMMERCIAL MUSEUMS, INFORMATION BUREAUX, AND
EXPORT SAMPLE WAREHOUSES

It seems that the first commercial museum was that established in Vienna
in 1873. As was to be the case for other museums of its kind, it was created
asa direct result of the universal exhibition of Vienna, being at first called
the Oriental Museum of Vienna and subsequently becoming the Aus-
trian Museum of Trade in 1886.143

These institutions were primarily warehouses displaying samples of
various products from different countries so as to allow manufacturers to
adapt their products to the tastes and needs of foreign countries. Mu-
seums of commerce multiplied both inside and outside Europe, espe-
cially in Germany, in the United States, and in Japan. The Commercial
Museum of Brussels was founded in 1881 (after the national exhibition)
and this served as a model for numerous similar institutions. In addition
to its exhibits, it had an information bureau and a library. As a general
rule, from the 1880s on, central governments were responsible for the
setting up of these museums. The Berlin museum was opened in 1883,
and was followed by those of Stuttgart and Leipzig. The Budapest
museum was established in 1885.

Just before the First World War there were some twenty commercial
museums or similar institutions in Europe. They were distributed among
ten countries — but France, Switzerland, and Russia did not have any.144
In the United States the most important commercial museum (and
probably the biggest in the world) was established in Philadelphia in
1894.14% Apart from Turkey and Japan, no other country outside Europe
appears to have had such institutions.

143 Jacoby, Les institutions d’expansion commerciale, p. 9o.

144 From Jacoby, Les institutions d'expansion commerciale, pp. 90-2; and the article ‘Trade Organis-
ation’ in Encyclopaedia Britannica, 1oth edn.

145 Fisk and Peirce, International Commercial Policies, p. 243.
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Gradually these museums turned into what may be called information
offices, providing details of the state of foreign markets, and, as such,
were either wholly or partly public institutions. From the beginning of
the twentieth century nearly all European countries had set up such
offices, but in very different forms.

Export sample warehouses differed from commercial museums in that
they were exhibitions designed to display the range of local products to
potential customers, and were set up either in the home country or in the
foreign countries to which it was hoped to increase exports. The first
institution of this kind was opened in Stuttgart in 1881, being quickly
followed by others elsewhere in Germany (in Berlin in 1897) and by
bureaux established in foreign towns, notably in the Middle East.14¢
Other European countries followed the German example.

Export sample warehouses should be distinguished from sample fairs.
The main differences were the temporary nature of sample fairs, and
their more directly commercial function. Besides as we have seen above,
these sample fairs were only important between the two world wars.

This section cannot be concluded without stressing that, during the
nineteenth century, private enterprise probably played a more important
part in promoting foreign trade than all these sponsored institutions. For
one thing, foreign trade was probably more the result than a cause of
economic expansion. It is also certain that private enterprise — whether
that of entrepreneurs or commercial agents — was a decisive element in
each country’s trade growth. The case of Germany is significant here. As
we have seen, at this time Germany did not set up many institutions for
promoting foreign trade, but her exports increased rapidly from the
1890s. This increase can be explained by the rapid growth of her home
market and also by the dynamism of her commercial agents. As Wolfe
noted:

The most casual observer of foreign trade conditions cannot fail to be impressed
by the genius of organization, by the thoroughness, and by the adequate manner
of meeting existing needs which distinguish the export trade of Germany. There
isnot a nook in the world without a German importer and trader. And wherever
there is a German importer and trader there is also a very accurate knowledge of
what the local customer wants and a striking spirit of accommodation in
permitting these customers to pay as they can.14?

146 Jbid., p. 245.

147 A.J. Wolfe, Foreign Credits: A Study of the Foreign Credit Problems with a Review of European
Methods of Financing Export Shipments (US Bureau of Foreign and Domestic Commerce,
‘Washington, pc, 1913), p. 12.
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VIII. Colonial trade policies

Colonization was not a phenomenon exclusive to the nineteenth century
nor to Europe, but in the nineteenth century it did reach unprecedented
proportions and took a specific form. Both of these characteristics were
the direct result of the industrial revolution, which gave Europe the
means and the military resources to ensure that it remained politically
dominant, with technical progress and a high standard of living sufficient
to encourage a dramatic expansion of trade.!48

A. FROM ‘COLONIAL PACT TO INDUSTRIAL COLONIZATION
1. ‘Colonial pact’

We shall not attempt to analyse here the different trade policies for the
colonies before the nineteenth century. All we can do is pick out the main
elements in what is generally known as the colonial pact. This pact can be
summarized in simplified ideal terms in the following six rules:

1. Only goods coming from the mother country and, generally
speaking, also produced there, to be imported into the colony.

2. Products from the colonies should be exported exclusively to the
mother country, from which they could, of course, be re-ex-
ported. The mother country usually gave preference to products
from her own colonies over those from other colonies, but not to
the detriment of home-produced goods.

3. Goods should only be transported between the mother country
and her colonies, and between the colonies themselves, in ships
bearing the mother country’s flag.

4. The production of manufactured goods (and also of certain
agricultural products) likely to compete with those from the
mother country would be forbidden in the colonies.

5. Immigration of Europeans into the colonies was normally re-
stricted to citizens of the mother country.

6. Traderelations with the colonies were often restricted to compan-
ies enjoying a trading monopoly.

148 This section is based essentially on the following sources (at the beginning of each subsection on
individual countnes a list of additional sources is given if necessary): various articles in
Encyclopaedia Britannica, 11th edn (1910); McCulloch, Dictionary of C ce and C cial
Navigation (1844 and 1877 edns); C. D. Newdegate, A Collection of the Customs Tariffs of all
Nations: based upon a Translation of the Work of M. Hiibner (London, 1855); J. W. Root, Colonial
Tariffs (Liverpool, 1906); US Tariff Commission, Colonial Tariff Policies (Washington, pc,
1922) (a comprehensive study for the period 1890—1914); Statistical Yearbooks of the various
colonial powers; International Trade Statistics, various edns, League of Nations (Geneva).
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It is true that these rules were not applied with the same rigour by all
colonizing countries to all colonies; they also varied during the period.
The only rule to which there were hardly any exceptions was the one that
summarizes the six listed above; namely, that the interests of the mother
country override those of the colonies themselves.

2. Upheaval resulting from industrialization

Between 1770 and 1820 relations between Europe and the rest of the
world experienced a complete upheaval. This was the result of two
profound changes. First, there was the change in the political climate, asa
result of the independence movement which affected almost the whole
of America and transformed that continent — the most important Euro-
pean colony — into a set of independent states, one of which was to
become the leading economic power in the world by the end of the
nineteenth century. The second profound change which was to have
important consequences for the rest of the world was technological; and
included especially the mechanization of the textile industry and the
development of iron industries based on coal. As a result of the mechani-
zation of cotton spinning between 1770 and 1820 the gross productivity
of labour was probably multiplied by 100—200 times and the real price of
cotton thread dropped to one-fifteenth of previous levels. The consump-
tion of raw cotton in Europe — which had probably been about 5,000 tons
around 1770 — rose to 95,000 tons around 1820, and to 860,000 tons
around 1870. The freedom from dependence on renewable resources
(charcoal) and other technical advances allowed the European iron
industry to develop very quickly. In broad terms, in 1770 Europe
probably produced only 200,000 tons of pig~iron (of which § per cent
was produced by coke) out of a world total of about 600,000 tons; in 1820
this had reached 1,000,000 tons (of which 5o per cent was produced by
coke) out of a world total of 1,400,000 tons. In 1870 Europe produced
10,500,000 tons (about 95 per cent of which was produced by coke), the
United States 1,850,000 tons and the rest of the world 20,000 tons (this
last figure being very approximate).

These technological and economic changes allowed Europe both to
extend her colonial empire and to modify radically the nature of her
trade with the colonies. The expansion of the colonial empire particu-
larly affected the industrialized mother countries, especially Great
Britain (see Table 13). The colonial expansion should be measured in
terms of numbers of inhabitants rather than of surface area since the
possibilities of exploiting a colony depended on population. In 1750 the
European colonial empire had about 22 million inhabitants (including
about 15 million in North and South America). In 1826 this figure was
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Table 13. Evolution of the importance of colonies, 1826—1913

Area of colonies Population of colonies
(in 1,000 km?) (in millions)

Mother country 18267 1876 1913 18267 1876 1913
United Kingdom 9,000 22,470 32,860 190 250 390
France 100 970 10,590 I 6 60
Netherlands 1,200 2,020 2,020 10 25 50
Portugal 500 600 2,080 2 2

Spain 400 430 350 6 8 1
Germany — — 2,940 — — 12
Belgium — — 2,360 — — 7
Italy — — 1,530 — — 2
Europeb 11,200 26,500 54,800 210 300 530
United States — — 310 — — 12
Japan — — 290 — — 22
World 11,200 26,500 55,400 210 300 570

Notes:

¢ Effectively colonized, but very approximate data (probable margin of error: area 40
per cent, population 2§ per cent).

b Excluding Iceland and Arctic possessions of Denmark and Asiatic possessions of Russia.

Sources: 1826 and 1876: derived from A. Supan, Die territoriale Entwicklung der

Europaischen Kolonien (Gotha, 1906), especially p. 257. But, especially for 1826, some

figures derived from map and population figures from other individual sources. For

1876, the figures for Portugal and Denmark have been corrected.

1913: US Tariff Commission, Colonial Tariff Policies (Washington, pc, 1922), p. s.

about 210 million, and in 1913 about 530 million, without counting
virtual ‘informal’ colonies like China, in which case the figure would
have been 1,000 million.

From the beginning of the nineteenth century an ever-growing tide of
manufactured goods was exported to the colonies in exchange at first for
agricultural products, and then, increasingly, raw materials. Between
1800 and 1860 alone the volume of sales of manufactured goods to the
colonies increased tenfold, and then again fivefold between 1860 and
1913; in other words the volume increased fifty- to sixty-fold between
1810 and 1913. The periods of most rapid expansion were 1820—60 and
1890—-1913.

This very rapid expansion cannot be explained by technological
advances alone; it is also necessary to consider the trade policies pursued
by each of the European mother countries. The development of these
policies will be examined in section v ¢, but it is convenient to look first
at a few international measures concerning colonial trade policies.
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3. International measures concerning colonial trade policies

One can say that only three series of international agreements had any
significant influence on European colonial trade policies in the nine-
teenth century. These were the Congress of Vienna in 1814—15 (which
prohibited the slave trade), the Berlin Conference of 1885 (which
partitioned Africa), and the Brussels Conference of 1902 (on the sugar
problem).

The provisions of the Congress of Vienna with regard to the slave
trade followed a series of similar national measures. As early as 1792 a
royal decree in Denmark fixed 1802 as the date on which the slave trade
would end in Danish colonies. The British decision, taken in May 1807,
to forbid the landing of any slave in a British colony after 1 March 1808
had more important consequences. Again, in January 1808 the United
States forbade its subjects to participate in the slave trade and prohibited
the landing of slaves in the United States. Sweden abolished slavery in
1813, and The Netherlands in 1814. In November 1814 it was decided at
the Congress of Vienna that the slave trade should be abolished as quickly
as possible but that the exact dates were to be negotiated with the
countries concerned. In March 1818 slavery was finally abolished in the
French colonies (slavery and the trade in slaves had been abolished and
reintroduced several times between 1791 and 1815). Spain followed
France in 1820. Portugal reacted more slowly and less wholeheartedly:
not until February 1830 was the slave trade banned definitively and the
import of slaves into Portuguese colonies was prohibited only in 1836.
The Asburton treaty of 1842 whereby Great Britain, France, and the
United States joined forces to keep a flotilla off the west coast of Africa
dealt a crippling blow to the illegal European traffic in slaves (although
this trade did not cease entirely).

The numerous international meetings concerned with the ‘scramble’
for Africa resulted in a series of resolutions which affected trade policy.
The most important of these resulted from the Berlin Conference. Four
of the six provisions of the declaration adopted by the conference (signed
26 February 1885) dealt with trade policies. The most important aspect
was the ‘Declaration concerning the freedom of trade in the Congo
basin, its delta and the surrounding countries’, which prohibited any
differential treatment of goods or ships. Article 1 of this declaration was
quite explicit, beginning, ‘The trade of all nations shall enjoy complete
freedom.” Two provisions dealt with free navigation on the Congo and
Niger (with their tributaries) and another concerned the banning of the
slave trade. In 1890 this treaty was modified to allow ad valorem duties of
10 per cent to be applied, with higher import duties on alcohol (and from
IQIO on arms).
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The Brussels Conference of 1902 was the outcome of a very long
process of negotiation, begun in 1862, to try to solve the problem of
sugar production and trade. The history of this agreement has already
been examined briefly at the beginning of section v1, since during the
nineteenth century sugar had, thanks to beet, gradually become a Euro-
pean product. As far as colonial trade policies were concerned, the
conference of 1898 and the Brussels agreement of 1902 led to a whole
series of adjustments in the various policies dealing with colonial sugar.
At first (until 1898—1902) these measures, taken together, did something
to halt the decline in the relative importance of cane sugar in the total
production of sugar. In a second phase (from 1898—1902 onwards) they
led to a reversal in growth rates; the production of cane sugar rose faster
than that of beet sugar in this period.14° This reversal was accompanied
by a rise in prices (see section vI).

Altogether though, international measures had little effect on colonial
trade policies in the nineteenth century. But more important is the fact
that the trade policies of the individual countries developed in quite
different ways. For this reason we now move on to the analysis of
individual cases.

B. BRITISH COLONIAL TRADE POLICY!3?

The state of traditional British trade policy towards the colonies is
summed up well by Holland:

The old ‘colonial system’ was based on the idea of a self-contained and self-
dependent Empire, governed from London and regarded as an extension of
Great Britain treated as much as possible as a single State, subject to such
modifications as were made necessary by distance, varying circumstances, and
varying needs of revenue for local purposes. This empire was to supply, as much
as possible, all its own needs, the overseas dominions feeding the mother country
with raw material and food products and the mother country supplying these
dominions with manufactured goods. The Empire was to have its own com-
mercial marine and it was to exclude from its intra-imperial trade all ships of the
other Powers. That marine was supplied by Great Britain, and, if this monopoly
were disadvantageous to the Colonies, it was considered that they received
ample compensation in being freed from the whole burden of naval and military
defence, which was borne by the British taxpayer.151

14% From Food and Agriculture Organisation, The World Sugar Economy in Figures, 18801959
(Rome, no date), pp. 21—2.

150 In addition to the titles listed at the beginning of this section the following sources were used for
Great Britain: Brown, The Tariff Reform Movement in Great Britain; B. Holland, The Fall of
Protection 1840—1850 (London, 1913); R. M. Martin, History of the Colonies of the British Empire
(London, 1843); E. Porritt, The Fiscal and Diplomatic Freedom of the British Overseas Dominions
(Oxford, 1922); R. L. Schuyler, The Fall of the Old Colonial System: A Study in British Free Trade,
1770-1870 (New York, 1945); Smart, Economic Annals of the Nineteenth Century; J. B. Williams,
British Commerial Policy and Trade Expansion, 1750—1850 (Oxford, 1972).

151 Holland, The Fall of Protection, pp. 53—4.
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The loss of the American colonies proved to be very important in the
history of British trade policy, especially in regard to the colonies of
European settlement. It is true that one cannot talk of a sudden change in
trade policy after 1776. Much more important were the longer-term
effects this had on the autonomy of the white colonies.

The independence of the United States can, in fact, be attributed
directly to trade policies and a tax system that were prejudicial to the
interests of the white settlers. This fact largely explains the relative
commercial independence granted fairly early on to what were to
become the ‘self-governing colonies’ in the nineteenth century. This
independence finds its origin in the ‘Declaration Act’ of 1778, passed in
the middle of war, which provided for local administrations to be
established in the North American colonies, and also for an independent
financial system. By extension, this law was also taken later to apply to
Australia and New Zealand.

Major changes in British colonial trade policy in the nineteenth
century began in 1813, with the abolition of the East India Company’s
trade monopoly with Europe. (Its monopoly on trade between India and
China survived until 1833.) The war in the United States (18 June
1812—-24 December 1814) had led to a scarcity of raw cotton which had in
turn led to increased pressure from the cotton manufacturers to abolish
the East India Company’s monopoly — which in practice meant that the
Indian market was closed to British cotton manufacturers. It is true that
already in 1700 the manufacturers had succeeded in banning imports of
Indian cotton goods into England; but between 1769 and 1813 the
English cotton industry had become mechanized. This led to an enor-
mous increase in productivity in this sector, which was in turn induced
after a complete reversal in the structure of trade: India was forced to
switch from exporting manufactured goods (about 70 per cent of her
sales) to importing English cotton goods in exchange for raw cotton and
other agricultural products. As pointed out, this marked the real begin-
ning of this new type of commercial relations between Europe, which
was industrializing, and the rest of the world, especially the colonies,
which were, as a result of this, to de-industrialize. Already in 1830 the
Empire took 23 per cent of all British textile exports, and 30 per cent of
iron manufactured goods.

The history of British colonial trade policy between 1813 and 1914 can
be divided into two main phases. The first, which lasted until 18469,
was characterized by a reciprocal preferential system, and a shipping
monopoly. In 1846 the preferential tariff for colonial products in the
United Kingdom was abolished; and on 13 August in the same yearalaw
was voted allowing the colonies to abolish surtaxes on foreign goods.
This law was gradually put into effect. Finally, the act of 26 June 1849
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repealed the ancient Navigation Acts. The second phase lasted from 1846
to 1916, when a new preferential system was introduced. In 1898,
though, Canada led the return to a preferential system based on unilateral
concessions, by introducing a preferential tariff of 25 per cent for British
goods (see section vimI C).

1. The preferential system, 1813—46

Although the really important changes did not take place until 1846, a
noticeable liberalization of the system took place between 1822 and 1825.
In 1822 the colonies were allowed to trade directly with countries other
than the United Kingdom, and the Navigation Laws were made a little
less strict. In 1823 the rules governing the colonial navigation system
were further relaxed, notably by means of reciprocity treaties. Finally, in
1825 most of the prohibitive import duties on non-British manufactured
goods were reduced; import duties on woollen manufactured goods, for
example, dropped from 50 to 1§ per cent; on glass from 80 to 20 per cent;
on foreign iron from £6 10s. to £ 1 10s. per ton. The maximum tariff for
foreign manufactured articles was fixed at 30 per cent.

British products, however, did not pass into the colonies entirely
freely. To raise revenue, low import duties had been introduced in most
colonies. These varied from one colony to another. In India, for example,
by the tariff law of May 1836, import duties on cotton manufactured
goods were 3.5 per cent for British products imported on British ships
and 7.0 per cent for those imported on foreign ships, whereas for foreign
products these duties were 7.0 and 14.0 per cent respectively, depending
on the nationality of the ship. As a general rule, the preference for British
products was 50 per cent of the duties applied to foreign products. In spite
of the relatively low level of duties imposed on foreign products, the
United Kingdom in fact monopolized the colonial market for manufac-
tured goods. This monopoly was the result of a combination of the
preferential system and the effects of British technical superiority. We
must also take into account here, as in every colonial situation, the effects
of ‘indirect preference’, which resulted from colonization itself. In the
years 1833—5, only 0.02 per cent of goods imported into India came from
continental European countries (and 0.01 per cent from North and South
America); 47.5 per cent came from Great Britain and the rest from other
British colonies and neighbouring regions.152

In return for the preferences which British goods enjoyed in the
colonies, a certain number of products from the colonies received
preferential treatment in Great Britain. In this context we should first of

152 Marun, History of the Colonies of the British Empire, pp. 348—s0.
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all mention grain. For example, between 15 July 1828 and 28 August
1842 import duties on wheat from the colonies were 6d. per quarter
when the price on the home market was higher than 67s. and ss. per
quarter if the price was below this level. For foreign wheat duties were
from 1 to 18s. when the domestic price was above 67s., and 20 to 38s.
when it was lower. The extent of the preference should, however, be
seen in the context of the difference in transport costs, which at this
period were very high. Amongst the numerous other products benefit-
ing from a significant preference should be mentioned sugar. In the 1844
tariff, import duties on raw sugar were £3 ss. per cwt. (50.8 kg) for
foreign sugar, and (1 6s. 8d. for sugar from the colonies (or about 10 and
3 per cent of the value).

2. The free trade period

Before we look at the fundamental changes which took place in 1846 and
1849 the reforms of 1842 deserve mention. On the one hand, in spite of
the trend towards free trade, the preferential system for products from
the colonies was retained (out of 825 items, 375 were subject to prefer-
ences).'33 On the other hand, the general level of duties on imports of
British and foreign goods into the colonies was lowered, and a series of
high duties on foreign products which were not in competition with
British products was abolished.

The gradual abolition of the preferential system from 1846 onwards
and the repeal of the Navigation Acts in 1849 imply an open-door policy
in the British colonies. But from this date the differences in trade policy
between the so-called Crown colonies and the self-governing colonies
(Canada, Australia, New Zealand) became much more important. Most
of these self-governing colonies did not follow the British road to
liberalism and adopted relatively protectionist trade policies. Indeed,
these countries should be considered as independent as far as trade policies
are concerned. For this reason their commercial policy will be dealt with
in section x. Here we concentrate on real colonial trade policies and the
system of colonial preference.

The tariffs set up in the British colonies at the end of the 1840s were

153 But the important changes should be noted in the case of one of the two colonial products,
timber and sugar, which played an important role at the beginning of the nineteenth century.
From the time of the Napoleonic wars, in order to make the import of Canadian timber
possible, 1ts cost of transport being about three times that of timber from traditional sources (the
Baltic), extremely preferential tariffs were established in 1809: free for the colonies and 65
shillings a load (40 cubic feet of logs, or 5o cubic feet of planks) for foreign timber. In 1821 the
preference was reduced to 45 shillings (ss shillings for foreign timber and 10 shilhings for
colonial timber). In 1842 this preference was fixed at 29 shillings (30 and 1), and in 1843 at 24 (25
and 1).
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very low, but not uniform. The average ad valorem duties on manufac-
tured articles varied between 2 and 6 per cent: as a rule they were 3 per
cent for semi-finished manufactured articles and 6 per cent for finished
products. In a great many cases, the surtax on foreign products was
retained until the end of the 1850s. This was true for India in particular —
preferential duties were not abolished there until 1859.

Even if occasionally, for financial reasons, import duties on manufac-
tured goods were increased, the pressure from British manufacturers was
strong enough to reverse this quickly. The most significant case is that of
import duties on cotton goods in India. Under pressure from British
manufacturers import duties on these goods had been abolished in 1882.
In December 1894, for financial reasons, the Indian government decided
to reintroduce import duties of § per cent, but pressure from these same
manufacturers led to the introduction of a compensatory § per cent tax
on textiles produced in Indian mills.

The gradual abandoning of the system of imperial preference proved
the most difficult in the case of sugar. In 1846 the preference was still very
high; with import prices 33 shillings per cwt. at the time, duties per cwt.
were: 14 shillings for colonial sugar, 23 shillings for that from other
countries, with 63 shillings for sugar produced by slaves. It was not until
1854 that the preferential system for the colonies disappeared altogether,
but import duties remained relatively high: 1o shillings.

3. The movement towards a new unilateral system of imperial preference

This trend can be said to have become obvious at the end of the 1870s,
both in the colonies and in Great Britain. In Britain it was part of a
general movement towards a change in trade policy, of which the most
important aspect at the beginning of the 1880s was the Fair Trade League
(see section vi BI). In 1884 the Imperial Federation League was created.
This remained active until 1893. The United Empire Trade League, set
up in February 1891 (and revived in 1894 under the name of the British
Empire League), was more important, but this was more a movement in
support of the preferential system, as sought by the colonies.

In the self-governing colonies the first important sign of support for a
preferential system was the informal offer of reciprocal preference made
to the British government by the Canadian Prime Minister, John Mac-
Donald, in 1879. In the second half of the 1880s branches of the Imperial
Federation League were formed in several colonies. At this period the
problem of imperial preference was linked to that of expenditure on
imperial defence, the whole cost of which was borne by Great Britain
alone. From this came the idea of a political federation. This problem of
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imperial defence!54 was one of the two subjects (together with that of
promoting trade) discussed at what may be retrospectively called the
‘first’ colonial conference, which met in London from 4 April 1887, and
which marked the end of what Porritt calls ‘the second half of the era of
indifference’ of Great Britain with regard to her self-governing
colonies.!33

However, this first colonial conference, which already made clear the
self~governing colonies’ desire for a preferential system, did not result in
any concrete achievements. The second colonial conference met in
Ottawa from 22 June to 10 July 1804, at the suggestion of the Canadian
government who were disappointed by the British lack of progress
towards establishing a preferential system for the Empire. The sugges~
tions put forward by the colonies with a view to such a system were
rejected by Great Britain. The third colonial conference, held in London
in 1897 (on the occasion of the fiftieth anniversary of Queen Victoria’s
accession), did not make any real progress either.

Because of the virtually non-existent import duties in Great Britain
and the rise of protectionism in the self-governing colonies (see section
X), practical measures towards establishing a new preferential system
came from these colonies. The first concrete step was taken in 1898 by
Canada.'3% From 1 August of that year, British goods and those from
certain colonies benefited from a preference of 2§ per cent. In 1900 this
preference was increased to 33.3 per cent. These steps had an important
influence on the debates at the fourth colonial conference, which met in
London from 30 June to 11 August 1902. Politically it was a failure, since
the proposal to create a Council for the Empire was ignored, and
Chamberlain’s request for a contribution from the colonies towards the
defence of the Empire was rejected. However, as far as trade was
concerned, the idea of a preferential system made progress. Canada, the
prime mover, even offered to increase her import duties in order to
reinforce the effect of the preference for British goods. The final resolu-
tion, though, recognized that ‘in the present circumstances of the Colo-
nies, it is not practicable to adopt a general system of Free Trade as
between the Mother Country and the British Dominions beyond the

54 This was a problem that greatly preoccupied contemporaries. The expenses for the maintenance
of armed forces in the colonies represented about £4 mulhon in 1858—60, of which about 1o per
cent was paid by the colonies. (£3.5 million was about 6 per cent of total Bnitish government
expenditure at the nme.) From 1863—4 till 1871 more and more of these troops in the self-
governing colonies were sent home and the mulitary contribution of the self-govermng colones
was mcreased.

155 Thas is the title of the last part of Pornitt’s book, Fiscal and Diplomatic Freedom.

156 Note, however, that a few very marginal preferences had been included in the Canadian tanff of
1870. The tariff of 22 April 1897 provided for preference of 12.5 per cent for British goods.
Previously, though, Great Britamn had had to give her approval.
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Seas’, but the first article declared, ‘“That this conference recognises that
the principle of preferential trade between the United Kingdom and His
Majesty’s Dominions beyond the Seas would stimulate and facilitate
mutual commercial intercourse, and would, by promoting the develop-
ment of the resources and industries of the several parts, strengthen the
Empire.’157

In Great Britain the failure of Chamberlain’s crusade and of the Tariff
Reform League (see section vi B) delayed the establishment of a preferen-
tial policy for the Empire until the First World War.

A fifth colonial conference was held in 1907. Of course, the victory of
the free traders in the 1905 elections reduced the effect of the pressure
from the colonies, and in response to British pressure, the question of
imperial preferences was not even raised at the next conference of 1911.
Only as a result of the economic exigencies of the First World War was it
decided in 1916, and especially at the Imperial Conference in 1917, to
establish a system of imperial preferences after the war. It should,
however, be noted that under the influence of Chamberlain (who was
Colonial Secretary from 1895 to 1903) some preferential measures had
been introduced in certain Crown colonies, especially from 1903 on-
wards. These were not very important, and did not last long, except in
the case of South Africa which in 1903 granted a preference of 25 per cent
on British products, increased in 1906 in spite of growing opposition.
Meanwhile, the movement towards a unilateral preferential system,
which had begun in Canada, spread to the other self-governing colonies.
New Zealand was the first to follow the Canadian example, in 1903. Her
preferential system was established by means of two measures. On the
one hand, as far as manufactured articles were concerned, import duties
were reduced by 50 per cent on a wide range of articles coming from the
United Kingdom. On the other hand, machinery which had previously
entered freely, was taxed at 20 per cent if it came from outside the British
Empire.

Australia joined the movement in 1907. Her preferential system was
provisionally fixed to come into force on 9 August 1907, but in fact this
did not happen until the tariff revision of 1908, when the general level of
import duties was doubled. But it allowed a high proportion of British
goods (about 68 per cent) to be subject to ad valorem duties s points lower
than those levied on goods from other countries, which amounted to a
preference of about 20 per cent. All the same, the level of import duties
on British products was higher under the 1907 tariff than the general
level in 1902. In 1911 new products were added to the list of goods
entitled to preferential duties.

187 Amery, Joseph Chamberlain, vol. 1, p. 54.

Cambridge Histories Online © Cambridge University Press, 2008



114 EUROPEAN TRADE POLICY, I815-1914

C. OTHER COUNTRIES’ COLONIAL TRADE POLICIES

1. French colonial trade policy 158

After the revolt of Haiti (1792), and the cession of Louisiana to the United
States in 1803 and of Mauritius to the British in 1814, the French colonial
Empire in the period 1815—30 was limited essentially to the islands of
Martinique, Guadeloupe, and Réunion. From 1830 Algeria was added,
and this increased the French colonial Empire from less than 100,000 km?
and fewer than 1 million inhabitants (in 1825) to some 600,000 km? and 4
million inhabitants. In the 1880s there was a new phase of colonization
which resulted in the acquisition of Indochina, the black African territor-
ies, Tunisia and Morocco. This meant that in 1913 the French colonial
Empire had some 60 million inhabitants spread over an area of
10,950,000 km?2,

French colonial trade policy between 1815 and 1914 falls into three
quite different periods. The first, from 1815 to 1860, was marked by a
return to the traditional colonial pact. The second period, which ended
around 1884, saw the virtual abolition of this policy, with the colonies
being now regarded as an extension of France. After 1884 there was a
return to a new form of the colonial pact which was more subtle both in
its principles and in its geographical application.

The colonial pact had already been substantially modified during the
period of the revolution. The decree of 11 September 1793, which had
abolished internal customs in France, also abolished all customs duties
between the colonies and France, and in particular allowed the Assem-
blies in the colonies to fix local tariffs. At the same time, however, the
Navigation Act of 21 September 1793, which restricted coastal trade to
French ships, also applied to traffic between France and the colonies.
With the return of the monarchy in 1815 came a virtual return to the
colonial pact, with a few attenuations: in particular, a decree of §
February 1826 allowed non-French goods to be imported into the
Antilles, and the law of 12 July 1837 allowed the establishment of free
warehouses in the Antilles and in Réunion.

The customs and navigation regulations affecting other colonies did
not apply to Algeria. Until 1835 Algeria was considered a foreign
country as far as trade was concerned. The main principles of the system
established by the decree of 11 November 1835 were to temain in force
until 1867. These were as follows: French goods were to be allowed free
entry into Algeria, but partial exemptions only and only for certain

158 In addition to titles cited at the beginning of this section, the following sources were used for
France; Amauné, Le commerce extérieur, A. Girault, The Colonial Tariff Policy of France (W ash-
ington, pc, 1916); B. Nogaro and M. Moye, Le régime douanier de la France (Paris, 1931)
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Algerian goods into France, however those goods were freed from duties
completely by 1851 (law of 11 January); a special tariff was to be drawn
up for Algeria, and foreign ships were to be allowed to trade in Algerian
ports on payment of a surtax. As a general rule, Algeria’s tariff was more
liberal than that of France: in particular, there were no prohibitions on
specific manufactured goods.

As far as the other colonies were concerned, the law of 17 December
1814 reintroduced a preferential system for goods from the French
colonies on the French market. This law applied essentially to sugar. But
the law of 2 July 1843 put sugar from the colonies on the same footing as
beet sugar produced locally.

The beginning of the 1860s was a turning-point in French colonial
trade policy. By the law of 3 July 1861 the colonial pact was in practical
terms abolished: the principal colonies (but not Algeria) became subject
to French commercial law, and were considered as part of France. This
implied, on the one hand, that foreign goods would be allowed entry on
payment of the same duties as were in force in France, and on the other,
that French products would continue to pass freely into the colonies. In
return products from the colonies (but not all products) were allowed
free entry into France. In 1869 (law of 9 July) all discriminatory measures
against foreign ships were abolished, although these had already been
greatly reduced in 1861 and in 1866.

For Algeria, the important date is that of the law of 17 July 1867 which
introduced the free passage of goods with France. Until the law of 19
December 1884, however, Algeria retained her own customs tariff
which remained on the whole slightly more liberal than the French tariff.

After 1884 and more clearly from 1892 onwards, there was a return to
a form of colonial pact. By the law of 29 December 1884 Algeria was
virtually assimilated into France as far as trade was concerned. Thelaw of
2 April 1889, which did not come into force until 1893 because of existing
treaties, reserved transport between France and Algeria for French ships
alone in a trade which was more important than that between France and
all the rest of her colonies. This remained the case until the early 1900s.

After the law of 11 January 1892 the system known as ‘assimilation’
was extended to cover an important part of the French colonial Empire.
This meant that these colonies became subject to French commercial law.
Butnotall colonies were included in this system, and even in the so-called
assimilated colonies there were some tariff peculiarities. Although all
French products could pass freely into the colonies, the reverse was not
the case (except for Algeria). Most products from the colonies benefited
from a preference of about 5o per cent, rather than being imported
freely.

The main assimilated colonies were the Antilles, Réunion, Indochina,
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and Gabon. Algeria can be added and, from 1897, Madagascar. The main
non-assimilated colonies were those in Africa (except Gabon), Tahiti,
and the protectorates of Tunisia and Morocco.

Each non-assimilated colony thus operated a preferential tariff for
French products (except in certain Black African colonies where, as a
result of the Berlin agreements, a free trade policy was in force) and
benefited from the application of the minimum tariff when their goods
were imported into France. In the case of Tunisia, however, the general
tariff of 1890 applied in principle to both foreign and French goods, but
the decree of 2 May 1898 granted free entry to a large number of French
products (nearly all manufactured goods and a large number of agri-
cultural goods).

French colonial trade policy was hardly modified either by the law of
29 March 1910, or by that of 5§ August 1913. Because of the political status
of Morocco the tariff system in force there before 1914 did not grant any
preference to French goods, which were liable to low ad valorem duties
(either § or 10 per cent, plus a tax of 2.5 per cent).

2. Dutch colonial trade policy

We are essentially concerned here with Dutch policy with regard to
what in the second half of the twentieth century became Indonesia (or
Dutch East Indies) — the two main parts of which were known in the
nineteenth century as Java and Sumatra. Dutch colonial trade policy was
liberal to start with, and became increasingly so, with the law of 1858 and
the tariffs of 1865 and 1872.

The tariffs set up after the Dutch return to power (1814 in Sumatra,
1816 in Java) provided for import duties of 12 per cent for foreign
products and 6 per cent for those from the mother country. In 1819 the
preferential system was strengthened, since Dutch goods imported in
Dutch ships were allowed free entry into the Dutch East Indies. Between
1819 and 1858 the tariff system was modified several times, sometimes
increased, sometimes reduced, but it always remained fairly liberal.

In 1858 a decree reduced the shipping monopoly by opening sixteen
ports to general trade. But this did not abolish the preferential treatment
for goods imported in Dutch ships. The tariff which was in force until the
revision of 1862 only provided for some of the goods imported in Dutch
ships to benefit from a preference. Cotton and woollen articles, in
particular, were only liable to duties of 12.8 per cent,when imported in
Dutch ships, instead of 2§ per cent in other cases (rising to so per cent for
goods coming from countries with which The Netherlands did not have
reciprocity treaties). A similar type of preference was in force for certain
wines and spirits. On the whole, import duties were 6 per cent for
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machinery and equipment, 12 per cent for semi-manufactured articles,
and 24 per cent for finished products. Export duties varied between 4 and
12 per cent (with a very high proportion at 4 per cent); these duties were
reduced by half for all goods exported in Dutch ships.

Most of the duties in the 1862 tariff were ad valorem. For manufactured
goods these were between 6 and 20 per cent, most goods being liable to
either 6 or 10 per cent. In the few cases where Dutch products benefited
from a preference, this was worth four points (in other words, 6 per cent
instead of 10 per cent, for example).

However, the major step towards liberalization came in 1872. The
new tariff which came into force on 1 January 1872 completely abolished
the limited advantages granted to products from The Netherlands under
the 1862 tariff. Import duties remained essentially ad valorem. For textiles
(semi-manufactured and manufactured) these were 6 per cent, and for
other manufactured goods either 6 or 10 per cent. The range of products
allowed to enter freely included, in particular, rice, all machinery and
equipment, all crude or semi-manufactured metals, and all materials for
building and for shipbuilding. Specific duties, intended to raise revenue,
affected wines, spirits, tobacco, opium, candles, and matches (this last
product bringing in substantial sums).

The tariff system set up in 1872 underwent numerous modifications,
but only in matter of detail. We should note, however, the new tariff
promulgated in 1886 and that of 1895 which was concerned with the east
coast of Sumatra, which had always benefited from a special tariff system
asaresult of its more important relations with the British colonies known
as the Straits Settlements (Singapore, Malacca, and Penang). For
example, duties which were 6 per cent in the rest of the East Indies were
reduced in this case to 4 per cent and those of 10 per cent became 6 per
cent.

Export duties disappeared only gradually (and not completely) after
the end of the nineteenth century. Those on sugar, which had already
been suspended on several occasions, were abolished in 1898, and those
on coffee and indigo at the end of 1901. The basic reason for this was the
downward trend of price.

3. Portuguese colonial trade policies

After the definitive loss of Brazil in 1822 (which as a result of British
pressure had been opened up to international trade from 1808) the
Portuguese colonial Empire remained very limited until the 1880s. From
then on, Portugal acquired a new colonial Empire by extending her old
African territories towards the interior of the continent. In 1913 this new
Empire had a surface area of 2.1 million km?2, or about 22 times that of
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Portugal itself, but a population of 9 million only, compared with 6
million for the mother country.

From 1809 the colonial pact system was relaxed in the sense that from
that date all raw materials from the colonies could enter Portugal freely.
But the other terms of the colonial pact were retained. From 1837 the
import into her African colonies of foreign goods likely to compete with
Portuguese products was allowed, on condition that this trade was
carried on in Portuguese ships.

In 1844 and again in 1853 a fairly large number of colonial ports (about
30) were opened to foreign ships. But at the same time a preferential
system was established through the tariff of 12 December 1852. In
general, Portuguese products were liable to only one-tenth of the duties
that applied to other countries, which were about 10 to 30 per cent for
manufactured goods. The preference was even higher for certain Portu-
guese products.!5° The only exception concerned the import of machin-
ery which was exempt from duty, in the case of both Portuguese and
foreign products. Another exception was Guinea, which (because of her
small size and situation) had a very liberal tariff throughout the nine-
teenth century (about 10 per cent ad valorem) and enjoyed no preferential
duties until the decree of 21 April 1897, which increased duties on wine
and set up a preferential system for this product. The preference granted
to products from the colonies in Portugal was not so great: as a rule they
paid one-fifth of the usual rates. This preference was gradually reduced,
especially in 1861, 1870 and 1889.

This preferential system was also in force at the end of the nineteenth
century when the African colonies became more important. In Mozam-
bique (divided into three customs areas) the preferences for Portuguese
goods, which were 50 per cent from 1877 to 1892, were increased by the
tariff of 1892. But as a result of British pressure (especially during the
negotiations in 1882—4) the general level of duties on both imports and
exports was fixed at a very low level — about § per cent. The regime in
force in Angola was more protectionist and more restrictive, with the
exception of a free trade zone which, as a result of the treaty of Berlin,
was to be found in the little enclave of Caminda (in the interior of the
Congo). According to the tariff of 1892, Portuguese products paid only
10 per cent of the duties applied to other countries (and on the list of 24
products exempt from duty, eleven were exempt only if they came from
Portugal). Duties were in theory about 6—10 per cent for most manufac-
tured goods, but the majority operated as specific duties, which in many
cases implied a higher degree of protection.

159 In the African colonies, for example, leaf tobacco from Portugal was taxed at 25 reis per kilo,
whereas foreign tobacco was liable to 1,800 reis.
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4. Spanish colonial trade policy

Spanish colonial trade policy had already become a little less rigid during
the eighteenth century. In 1774, in particular, several colonies in America
regained the freedom to trade with other countries, but restrictions on
the manufacture of goods liable to compete with those from the mother
country remained in force.

The independence movement in Latin America considerably reduced
the importance of the Spanish colonial Empire. Around 1820 this Empire
consisted of only Cuba, Puerto Rico, the Philippines, the Canary Islands,
and a few other very minor colonies. In 1898—1900 the three main
colonies came under American rule; but at about the same period the
Spanish Empire in Africa was expanding. To the islands of Fernando Po
and Annobon, which had belonged to Spain since 1778, was added in
1885 the Rio de Oro region, and in 1900 part of Morocco. From the
middle of the nineteenth century (1842) Spanish influence spread gradu-
ally from the island of Fernando Po to the Guinea coast.

As a general rule, Spanish colonial trade policy in the nineteenth
century established preferential systems both for Spanish goods and for
Spanish ships. All the same, the structure of import duties and the extent
of preferences were not identical in the three main colonies left over from
the vast Spanish Empire (Cuba, Philippines, and Puerto Rico).

In Cuba, the 1848 tariff (which remained in force until 1 July 1868)
granted free entry to nearly all goods coming from Spain, apart from
those imported in foreign ships, which were liable to ad valorem duties of
between 17.3 and 21.5 per cent. Foreign goods were liable to the
following ad valorem duties: 24.5 to 30.3 per cent for goods imported in
foreign ships; 17.3 to 21.5 per cent for those imported in Spanish ships
and taken on board in foreign ports; and 13.3 to 16.8 per cent for those
taken on board in Spanish ports. On the other hand, machinery for
making sugar was imported freely. Export duties varied as a rule from
2.5 to 6.5 per cent, according to the nationality of the ships and the ports
of destination.

The Cuban tariff was revised three times before the loss of this colony;
in 1868, 1879, and 1892. In the 1879 tariff, which was similar to that in
force in the Philippines, import duties on foreign goods transported in
foreign ships were on average four times as high as those affecting
Spanish goods transported in Spanish ships.

In the Philippines, under the tariff of 14 December 1837, which
remained in force until 1891, Spanish goods were liable to import duties,
though these were low. For nearly all manufactured goods the ad valorem
duties were as follows: 3 per cent for Spanish goods if imported in
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Spanish ships, otherwise 8 per cent; 7 per cent for foreign goods if
imported in Spanish ships, otherwise 14 per cent.16? These import duties
were higher on wines and spirits, ranging from 3 to 10 per cent for
Spanish goods imported in Spanish ships to 14 to 60 per cent for foreign
goods transported in foreign ships. Export duties were very low, and
there was little or no differentiation according to nationality.

In Puerto Rico, Spanish goods transported in Spanish ships were liable
to only one-quarter of the import duties imposed on foreign goods.
Foreign manufactured goods were liable to import duties of about 14 to
20 per cent, depending on the nationality of the ship. For foodstuffs these
duties were about 24—26 per cent. Export duties were from 1 to 3 per cent
for goods carried by Spanish ships and from 2 to s per cent for those
carried by other ships.

The customs system set up in the African colonies was broadly similar
to that of the other colonies. In Guinea, for example, the 1893 tariff
granted free entry to most Spanish goods brought in Spanish ships,
whereas foreign goods and goods transported in foreign ships were liable
to duties. In the case of textiles, for example, there were no import duties
on Spanish goods transported in Spanish ships; foreign textiles transport-
ed in Spanish ships and Spanish textiles transported in foreign ships were
liable to duties of 12 per cent; and foreign textiles transported in foreign
ships were liable to duties of 15 per cent.1®! In addition to the preference
granted to goods from the colonies exported in Spanish ships, exports
from the colonies to Spain benefited from a significant preference. In
most cases (apart from local taxes) these goods entered freely.

s. Belgian colonial trade policy

Although Belgium’s colonial Empire was restricted to the Congo, we
should not forget that this was a territory of about 2.4 million km? (or 78
times the size of Belgium) with a population (in 1913) of about 15 million
(or twice that of Belgium). Between 1885 and October 1908, when the
Congo was virtually a personal colony of the king of the Belgians, the
application of the treaty of Berlin placed all countries on an equal
footing. This did not prevent Belgium from gaining a de facto dominant
position, since from 1896 to 1900 69.s per cent of all imports came from
Belgium, and 89.4 per cent of exports were sent to that country (for
cocoa, coffee, and rubber this level reached 100 per cent). Although in

160 [ et us note that for cambajas (coloured cloth used by the native population) duties were 3 and 20

per cent and 8 and 30 per cent respectively.
161 For alcohol other than wine import duties were 20—75 and 100 per cent respectively.
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theory there was complete free trade, in fact certain administrative
restrictions favoured Belgian traders and businesses so that in practice
Belgium had a de facto monopoly of trade and transport.

When the Belgian government took over the colony they took on the
obligations of the different international treaties. The customs system set
up was designed to provide revenue, and differential duties were low — 10
per cent at the most for imports and even less for exports. Monopolies
were gradually abolished between 1910 and 1912, but Belgium remained
predominant until the war; in 1912, 66 per cent of imports into the
Congo came from Belgium. Goods from the Congo did not receive
preferential treatment in Belgium. Even so, so per cent of exports from
the Congo were sent to Belgium in 1912. It was only after the war that
this trade diversified geographically, but not drastically. By 1926, only
51 per cent of the Congo’s imports came from Belgium, and only 45 per
cent of the Congo’s exports were sent to Belgium.

6. German colonial trade policy

We should remember that Germany was late developing a colonial
Empire and that it was relatively small and short-lived. German coloni-
zation is traditionally held to have begun on 24 April 1884, which was the
date of Bismarck’s official announcement that part of South West Africa
had come under German control. Just before the First World War,
Germany’s colonial Empire had the fifth or sixth highest population and
was the third largest on the African continent, but it only amounted to
3—4 per cent of all colonized territories (see Table 13) and to 2 per cent of
Germany’s population. Germany lost all her colonies under the treaty of
Versailles.

Germany’s colonial trade policy contrasted with her national policy:
the open-door principle was maintained throughout the period. It seems
that the different tariffs set up did not even contain concealed preferences
for German goods. Moreover, goods from the German colonies did not
enjoy any preferential treatment in the mother country. As far as this was
concerned, Germany’s policy was thus close to that of the free trade
countries such as Great Britain and The Netherlands. In addition to
political reasons, it is easy to believe that this liberalism resulted from the
fact that the German colonies represented only a limited market for
German goods, whereas the colonies belonging to the other powers were
important outlets. In 1913 German exports to British India and the
Dutch East Indies alone accounted for 2.5 per cent of all German exports,
while those to the German colonies accounted for only 0.5 per cent of this
total.
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7. Italian colonial trade policy

Italy was very late in acquiring a colonial Empire. Eritrea only really
became an Italian colony from 1882 onwards. Although four ports in
Somalia were leased to Italy in 1893, the interior was not significantly
colonized until after 1910. The most important part of the Italian colonial
Empire was Libya, where troops landed in Tripoli on 5§ October 1911,
but it took several years to conquer the whole country.

The governments of the various Italian colonies enjoyed a consider-
able measure of autonomy, and so the trade policy varied from one
territory to another. On the other hand, the system was quite uniform as
far as the treatment of goods from the colonies in Italy was concerned —
there were virtually no preferences (except for 1904 in the case of some
goods from Eritrea). One explanation for this absence of preference was
that Italy (or at least certain parts of it) had a similar climate to that of the
colonies.

The tariffs in the different colonies varied, but Italian goods enjoyed a
high preference everywhere. In Eritrea this was about 9o per cent, in
Somalia 70 per cent, and in Libya 5o per cent.!%2 The average level of
import duties on foreign manufactured goods was about 8 per cent in
Eritrea, 12 per cent in Somalia, and 35 per cent in Libya (but most
machinery entered freely into Eritrea and into Libya).

8. Colonial trade policies of the United States and Japan

The expression ‘colonial power’ might seem inappropriate to apply to
the United States, whose constitution was opposed to all colonization in
principle. In fact, however, a form of colonial status did exist. The
Supreme Court in 1901, by a majority of five votes to four, decided that
‘since, under the intent of the Constitution, the colonies were
“unincorporated” territory, ‘“‘appurtenant to” the United States, the
clause regarding uniformity of duties does not apply to them. Congress,
therefore, has the power to draw up distinct tariff schedules for the
colonies, and to impose duties on their products entering the United
States.’163 Within three years the United States had begun to establish a
kind of colonial rule in four important areas: Hawaii in 1897, Puerto Rico
in 1898, Cuba in 1899, and the Philippines in 1900.

Since Hawaii had been completely annexed, it was considered part of
the United States for commercial legislation. In Puerto Rico a tariff based
on that of the United States, but a little less protectionist, was promul-
gated on 20 January 1899. But from 1 March 1902 a free trade system was

162 These were often concealed preferences, taking the form of an underestimate of the value of
Italian goods. 163 US Tariff Commission, Colonial Tariff Policies, pp. 577-8.
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set up between the two countries; as a first stage (from April 1900) while
waiting for the establishment of an internal taxation system, import
duties were fixed at 1§ per cent of those normally collected by the two
partners.

In Cuba, a new tariff very similar to that in force at first in Puerto Rico
came into force as early as 15 June 1900. Import duties on manufactured
goods were about 40—45 per cent ad valorem. From December 1903 a
preferential system was established, on the basis of a reciprocal reduction
of 20 per cent of import duties, but with reductions of as much as 40 per
cent for certain American manufactured goods. America’s direct admin-
istration of Cuba came to an end on 28 January 1909.

As soon as the American army had taken possession of Manila, the
administration abolished the preferential system in favour of the Spanish.
As early as 10 November 1898 a single-schedule tariff replaced the
previous multiple tariff, but the level of duties remained the same. By the
treaty of Paris, sighed on 10 December 1898, Spain received the assurance
that for ten years she would benefit from the same privileges as the
United States. The tariff of 17 September 1901 (which came into force on
15 November 1901) was also modelled on the American tariff, but it
contained more specific duties and, as in Cuba, a lower level of protec-
tion. In October 1903 the Payne—Aldrich Tariff authorized the free
import into the United States of only limited quantities of sugar,
tobacco, and hemp. No counterpart arrangements were introduced at
this time for American products in the Philippines. One of the reasons for
this was the clause in the treaty of Paris which would have extended any
preferential system to Spain.

It was only the tariff law of 9 August 1909 which authorized the free
import of American goods into the Philippines and of all Filipino goods
into the United States, apart from rice (300,000 tons per year), tobacco
and cigars (1 million Ibs and 150 million cigars). Additional quantities
were allowed in, but were subject to the general tariff. Similarly, goods
from the Philippines containing more than 20 per cent non-local pro-
ducts were liable to the general tariff, which was an obstacle to the
establishment in the Philippines of industry intending to export to the
United States. A law of 8 March 1902 had already established a system
reserving trade between the two countries for American shipping. But
since the American fleet was not big enough, this law was suspended
several times and was never applied during the period covered here.

No sooner had Japan regained her tariff independence from the 1897
legislation (implemented in 1899) than she established an embryo colo-
nial system. In September 1909 Japan’s colonies were assimilated into her
tariff system. These colonies were Formosa (Taiwan), the Pescadores,
and Sakhalin. A more informal free trade system existed between these
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colonies and Japan before 1909. The annexing of Korea in 1910 was
followed by a pledge of an open-door policy to last for ten years. At the
end of this period, the Korean tariff was assimilated to that of Japan.

D. AN OVERVIEW OF THE COLONIAL TRADE POLICIES ON THE
EVE OF THE FIRST WORLD WAR

The two tables (14 and 15) — one describing the policies in themselves, the
other concerned with the consequences of these policies assessed by
comparing the relative importance of colonial trade — reveal the position
of colonial trade policies of European countries in 1914. The main
commercial options can be grouped into three categories, as far as
importsinto the colonies are concerned. The most liberal system is that of
the open door, with all countries having free access to the colonial
market. Next comes the preferential system, in which products from the
mother country benefit from varying degrees of advantage. Finally there
is the system that can be said to be the most exclusive — assimilation,
which implies a generalized and complete preferential system.

Table 14 gives an overall picture of the types of trade policy in force in
the main colonies.!®* As can be seen, different tariff regimes were
adopted not only by the different mother countries, but by different
colonies of the same mother country. It it clear that within each of these
three main types of tariff system there were important variations in the
level of effective preference enjoyed by the mother country. As far as
assimilation was concerned, the extent of preferential treatment
depended essentially on the level of protection of the national tariff
systems. 195 In practice, the degree of preference under the assimilation
system was 100 per cent, but the effect of this preference depended on the
level of import duties. For manufactured goods, for example, the aver-
age rate of import duties in assimilated French colonies was about 20 per
cent, whereas in Puerto Rico (an American colony) it was about 44 per
cent (see Table 9). In the case of preferential systems, the level of
preference varied according to the mother country and the colonies,
from a minimum of 33 per cent to a maximum of 95 per cent; with rates
of about s0—80 per cent on the whole. But here, too, the effect of the
preference depended on the level of import duties. Finally, even in the
case of the open-door policies, concealed preferences or de facto prefer-
ences resulting from particular situations have to be taken into account.
For all these reasons, itis important to examine the results of these policies
and we shall do this below.

164 The colonies not mentioned in Table 14 accounted for less than 1 per cent of all colonies in terms
of population (or of trade).
165 In some cases, however, import duties were not necessarily exactly the same.
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Table 14. Type of dominant import tariff system in the main colonies
around 1913

Mother country Assimilated Preferential Open door
Belgium — — All colonies
France Algeria West Africa Morocco
Indochina Oceania Somalia
Tunisia St Pierre and Miquelon West Africa
Madagascar New Hebrides
Guadeloupe
Gabon
Guinea
New Caledonia
Germany — — All colonies

Great Britain

Italy
Portugal

Spain

The Netherlands —

Non-European countries

Japan

United States

Taiwan
Karafuto
Korea
Puerto Rico

Self-governing colonies:

Trinidad
Jamaica
Barbados
Leeward Islands
Windward Islands
Honduras
Bahamas
Cyprus
Fiji
North Africa
All colomes except
open door
All colonies except
open door

Philippines
Virgin Islands
Guam

All colonies
except preferential

Rhodes
Macao
Congo
Canary
Morocco
All colonies

Kwangtung
Kiaochow

Samao
Canal Zone

Sources: Derived from US Tariff Commission, Colonial Tariff Policies (Washington, bc,
1922), pp. 36—9.

As a general rule, in return for the preferences enjoyed by goods from
the mother country in the colonies, exports from the colonies themselves
benefited from preferential treatment on the markets of the mother
countries practising either assimilation or preferential systems. Since the
colonies exported mainly raw materials, the great majority of which
passed freely into most countries, this preference was less important. In
addition, however, a whole series of factors tended to encourage exports
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from the colonies to the mother countries, such as the nationality of the
merchants and the owners of plantations and mines; shipping lines;
navigation policies, and so on.

National policies for shipping with regard to the colonies can be
divided into four types.1%¢ (1) The trade between the mother country
and its colonies and the intercolonial trade could be open to all vessels
without discrimination (this was the case with Great Britain, The
Netherlands, Belgium, and Germany). (2) This trade could be open to
vessels of all nationalities but with dutiable merchandise receiving the
preferential tariff rates only when transported ‘directly’ from the
country of origin (France and British dominions and colonies). (3)
Preferential tariff rates might apply only where goods were carried in
national vessels or might receive additional preferential reductions if so
carried (Portugal). (4) Colonial trade might be restricted to national
vessels independently of tariff regulations (Spain, and in part of the
United States, Portugal, and Japan).

In short, the way in which trade was concentrated between the mother
countries and the colonies (see Table 15) can serve as a relatively reliable
indicator of the degree of effective preference, especially if one analyses
the situation in the light of the four following factors: the size of the
mother country and its level of economic development, the proximity of
the colonies, and the size of the colonial empire. For obvious reasons, all
these factors tended to increase the level of trade between the mother
country and its colonies.

The pattern revealed is that, as far as the large countries are concerned,
France and the United States imposed the most restrictive regime on
their colonies; and Great Britain the most liberal. Germany, Italy, and
Japan come quite close behind France and the United States. There were
no very marked differences among the medium-sized or small countries:
on the whole these countries are to be classed with the group of large
countries following a restrictive policy.

The relative importance of the trade of the mother countries with their
colonies varied much more than trade in the other direction. Whereas
imports from the mother country varied between 31 per cent and 77.4
per cent (mean: 49.8 per cent; coefficient of variation: 31 per cent),
exports from the mather country varied between 0.5 per cent and 37.2
per cent (mean: 8.2 per cent; coefficient of variation: 138 per cent). The
essential difference lay in the situation of Great Britain compared to that
of the other colonial powers. Whereas 37 per cent of Great Britain’s
exports went to her colonies (20 per cent to colonies in the strictest sense,
and 18 per cent to the self~governing colonies) the proportion was no

166 US Tanft Commisston, Colonial Tariff Policies, p. 60.
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Table 15. Relative shares of colonial trade for mother countries and for
colonies in 1913

Mother country’s trade Colonies’ trade
Toral Share of trade Total Share of trade with
EXPOTtS  \yith colonies (%) €XPOItS  hother country (%)
(million (million

US$) Exports Imports USS$)  Exports Imports

United Kingdom 2,556 37.2 20.5 2,450 42.0 45.7
Self-governing® — 17.6 12.0 950 57.8 38.4
Others — 19.6 18.5 1,400 25.7 53.8
Continental Europe

Belgium 702 0.7 1.0 11 90.4'J 66.1°
France 1,328 13.0 9.5 320 50.0 61.8
Germany 2,403 0.5 0.4 57 20.7” 40.5b
Italy 485 1.8 0.2 3 42.8 43.0
Portugal 37 14.2 3.2 3$ 31.0° 31.0°
Spain 204 2.1 0.5 7 27.3 38.5
The Netherlands 413 5.3 13.§ 275 28.1 33-3
Non-European countries

United States? 356 5.2 6.6 70 58.8 62.7
Japan® 2,429 2.0 9.2 150 75-4 75.4
Notes:

4 Austraha, Canada (including Newfoundland), New Zealand, South Africa.

b 1912,

¢ Total of imports and exports.

4 Including Hawaii as a colony.

¢ Korea and Taiwan only (but those represent over 95 per cent of this trade).
Sources: Author’s estimates based on various national and international sources (mainly
statistical yearbooks of individual countries).

more than 4.1 per cent (weighted average) in the case of the other
colonial powers.

This section cannot be concluded without mentioning the importance
of colonial trade policy in the process of de-industrializing the colonies in
the nineteenth century. By opening up the ports to modern manufac-
tured goods, these trade laws led first to the disappearance of existing
crafts and later curbed the process of re-industrialization.

IX. Labour movements and trade policies

Labour movements in Europe did not show any consistent attitudes
towards trade policies, which can easily be explained in theoretical terms
as well as by the diversity and often contradictory nature of the interests
involved. As far as theory was concerned, it is scarcely surprising to find
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that nearly all the workers’ movements which claimed to be socialist
should have neglected this aspect of a society they were hoping to reform
radically and in such a way as to set the problem of international tradeina
very different (if undefined) context. At the level of practical short-term
action, the choice between free trade and protectionism involved some-
thing of a dilemma. Free trade, which promised lower food prices,
involved a risk of unemployment. Protectionism, which promised em-
ployment, risked increasing food prices. It also threatened to result in an
influx of foreign labour, although this did not seem to be perceived as a
direct consequence of protectionism.

On the whole, European labour movements, and in particular the
various socialist parties, opted in practice for free trade, adopting a more
liberal position for agriculture than for industry. However, despite this
general trend, fairly radical protectionist views were sometimes adopted
in certain areas and certain sectors. In the developed countries outside
Europe, especially in the United States and Australia, by contrast,
workers’ movements clearly favoured protectionism.

Only the main trends at the most critical periods in the most represen-
tative labour movements can be mentioned here. The term labour
movement is used here in a very wide sense to include parties, groups or
individual theorists concerned with the working class and viewing
themselves as closely associated with the working class.

A. THE CHARTISTS AND THE CORN LAWS

In Great Britain the labour movements’ attention to trade matters in the
period of the Anti-Corn Law League were dominated by the Chartists. It
appears that the Grand National Consolidated Trade Union, which was
set up in 1834 but only lasted a few months, did not concern itself with
the problems of trade policies. On the other hand, the Chartist move-
ment (which was particularly active between 1838 and 1843) did take up
this important problem.

It appears that before 1832 there was a frequent convergence of
opinion between the political representatives of the working classes (who
later formed the Chartist movement) and the groups which opposed the
Corn Laws. The disillusionment caused by the 1832 Reform Bill (which
in the counties, for example, only gave the right to vote to those paying
A 10 per annum in rent, a large sum which amounted to about 40 per cent
of national income per capita) led directly to the founding of the Chartist
movement, and also marked the beginning of a certain class division with
regard to trade policies. The Chartists were not originally opposed to the
Anti-Corn Law League, but from 1842 marked hostility developed
between these two groups. It should be noted that the Anti-Corn Law
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League was not against the working classes in principle, indeed its
proposals were designed to benefit all consumers through cheaper food,
even though it disapproved of the methods adopted by the Chartists. On
the other hands, Brown has argued that ‘The attitude of the Chartists to
the League was more complex. Unlike the members of the League, with
their centralized organisation and their remarkable consistency of propa-
ganda, Chartists had not even the appearance of unanimity. The basis of
their hostility to the League was the class antagonism.’167

One of the main factors in the Chartists’ opposition to the Anti-Corn
Law League stemmed from their purely protectionist attitude. More-~
over, as a general rule, but not systematically, the editorials of the
Northern Star — the mouthpiece of the Chartists — were protectionist in
tone, revolving round the theme of protecting local employment.
‘Chartist audiences were looking for a system which would ensure them
full and steady employment, and it was not clear to them how free trade
would do this.’1¢8

However, it seems that the Chartists did not come out against the
repeal of the Corn Laws on the eve of repeal. All the same, some of those
opposed to repeal, even outside the ranks of the Chartists, argued that it
would have a harmful effect on employment. Disraeli, in particular,
declared that, ‘the price of wheat . . . is not a question of rent, butitisa
question of displacing the labour of England that produces corn, in order,
on an extensive and even universal scale, to permit the entrance into this
country of foreign corn produced by foreign labour. Will that displaced
labour find new employment?’16® After 1846 the Chartist movement
declined, just when the problem of trade policy ceased to be a major
preoccupation for them, or for the other workers’ movements in Britain
(see section IX D).

B. MARX, ENGELS, AND FREE TRADE

Before we consider the attitude of the nineteenth-century Marxists to
free trade it should be recalled that the socialist writers who preceded
Marx did not hold uniform views on this matter. Fourier’s advocacy of
free trade for his utopian ‘phalanstery’ system cannot be regarded as
normative with regard to the existing economic system. The followers
of Saint-Simon were won over to liberalism and as we have seen (sections
m1 and 1v), in the 1850s and the 1860s their disciples played a decisive role
in the militant movements in favour of free trade on the European

167 L. Brown, ‘The Chartists and the Anti-Corn Law League’, in A. Briggs (ed.), Chartist Studies
(London, 1959; new edn 1965), pp. 342—71; especially p. 348. 168 [bid, p. 3s2.

169 G. M. Young and W. K. Hancock (eds.), English Historical Documents, 1833—1874, vol. xn(1)
(London, 1956), p. 466.
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continent. Proudhon, on the other hand, was inclined towards protec-
tionism — although inspired by the ideas of Saint-Simon. Robert Owen
declared himself in favour of free trade for cereals and cotton, if not for
free trade in general.

As far as Marx, Engels, and their followers in general are concerned,
their comments on these matters must be seen, of course, in the context of
the analyses of an economic system which they predicted, and hoped,
would disappear. Since the disappearance of the capitalist system would
not only resolve all contradictions within the state, but also cause the state
itself to wither away, the question of the place of foreign trade in the
socialist system of the future was not one which concerned the nine-
teenth-century Marxists.

Marx’s own position is set out in essence in his famous speech on free
trade delivered in Brussels on 7 January 1848. This speech severely
criticized the arguments put forward by the supporters of free trade,
concluding:

if the free traders cannot understand how one country may become rich at the
expense of another, we should not be surprised, for these same gentlemen do not
want to understand how, within a given country, one class can enrich itself at the
expense of another class. But do not think, gentlemen, that in criticizing free
trade we have any intention of defending the protectionist system.

Then, having emphasized that protectionism in fact led to free trade
within a given country, Marx finished his speech with this often quoted
passage:

in general, in our time, the system of free trade is destructive. It dissolves the old
national groups and sharpens the antagonism between the bourgeoisie and the
proletariat. In a word, the system of free trade accelerates social revolution. It is
only in this revolutionary sense, gentlemen, that I vote for free trade.17°

This relative ambiguity of Marx’s attitude is the obvious explanation
for the absence of true socialist doctrines concerning trade policy in the
second half of the nineteenth century. However, this did not prevent
Marx from taking up a more definite position when proposing solutions
to concrete issues. For example, in a letter to Engels written twenty years
after the speech on free trade, Marx noted that Ireland needed not only
independence from England and an agricultural revolution, but also a
protectionist policy directed against English goods in particular. In this
connection Marx recalled that the union of Ireland with Great Britain
had led to Irish deindustrialization.1’! However, these remarks were

17¢ K. Marx, Discours sur la question du libre-échange, a pamphlet published by the Association
Démocratique de Bruxelles (Brussels, 1848), reprinted in K. Marx, Misére de la philosophie (Paris,
1946), pp. 148—64, especially pp. 160—1.

171 Letter from Marx to Engels, dated 30 November 1867 in ‘K. Marx, P. Engels’, Werke, vol. xxx1
(Berlin, 1965), pp. 398—400 (especially p. 400).
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exceptional. Marx and Engels were only rarely concerned with trade
policies and the problem is not raised in Das Kapital.

This relative lack of interest in the problems of trade policy can be
found throughout nineteenth-century socialist thought. It is significant
that in the index to the five volumes of Cole’s history of socialist thought
the terms ‘commerce’, ‘trade’, and ‘international trade’ are absent, while
the term ‘free trade’ occurs only four times.172 Of these four references,
two are to Henry George, and a third has nothing to do with socialist
thought. In fact the entire area of international trade problems is com-
pletely neglected. However, the limited role played by commercial
issues in socialist thought in no way implies that the socialists abstained
from political debates on trade policy and, because free traders and
protectionists were very often equally balanced, the votes of the mem-
bers of socialist parties could be decisive. This is the justification for the
analysis that follows.

C. SOCIALIST PARTIES AND TRADE POLICIES IN
CONTINENTAL EUROPE, 1880—1914

In continental Europe we can disregard the attitudes and actions of the
labour movements before the first years of the 1880s as far as trade
policies were concerned. In any case, these movements had developed
much later than in the United Kingdom. In most countries, the various
laws preventing workers from associating were not repealed until
1860—70. It was quite natural that, in this first phase, they should have
concentrated on the more specific problems which directly concerned
the working classes.

In France, the few socialist members of parliament did not take any
part in the discussion of the 1881 tariff. On the whole, the few occasions
on which the representatives of workers became involved in tariff
problems between 1880 and 1890 were when they opposed potential
protectionist measures for agriculture.1?3 This tendency towards liberal-
istn may have been reinforced by the translation in 1888 of the free trade
ideas of the American publicist Henry George, who tended towards
socialism.'74 On the other hand, French-speaking socialist thinkers such
as Jules Guesde in 1887 and Emile Vandervelde in 1892 declared them-
selves against protectionism, which they saw as a form of nationalism
which conflicted with the international character of socialism.175 Also,
we should not forget that the protectionist measures planned or intro-

172 G. D. H. Cole, A History of Secialist Thought, s vols. (London, 1960—2).

173 M. Hollande, La défense ouvriére contre le travail étranger. Vers un protectionnisme ouvnier (Paris,
1913), pp- 79ff.

174 H. George, Protection or Free Trade: An Examination of the Tariff Question with Special Regard 1o the
Interest of Labor (New York, 1886). 175 Hollande, La défense ouvriére, pp. 83 and 84.
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duced during this period applied above all to agriculture, and thus
implied the risk of raising the cost of living, especially for the workers,
but without prejudicing directly the level of employment. In 1885 the
whole socialist press supported a demonstration in Paris organized by the
Popular League Against Import Duties on Wheat. At the time of the
discussion of the 1892 tariff law, the socialist deputies declared themselves
almost unanimously against the new protectionist tariff. Occasionally,
though, certain groups adopted protectionist positions, even as far as
agriculture was concerned. For example, at a local socialist congress held
in Nimes in 1886 a motion was voted according to which it was
unacceptable for ‘the state to take no interest in the fare of millions of
French farmers and leave them at the mercy of speculators in American,
Indian or Australian wheat’.176

Although the socialist deputies scarcely intervened during the discus~
sion of the 1892 law, they acted quite differently with regard to a bill in
February 1894 (concerned with an increase in import duties on grain) and
the tariff reform of 1909. In 1894, when presenting a counter-project,
Jean Jaures declared that ‘it is the first time that a socialist solution to a
tariff problem has been proposed’.177 This solution consisted of a state
monopoly of grain imports in order to fix prices on the home marketat a
level allowing the reconciliation of the interests of both farmers and
consumers. This opposition bill was attacked by free traders as well as
protectionists. We should note that Jaurés’ position was tied to that of the
Marxists, for in his speech presenting this socialist opposition bill Jaurés
declared that ‘protectionism and liberalism, like society itself (of which
we prepare the extinction), are relative and temporary phenomena’.*78

During the discussion of the 1909 tariff, the most active man in the
Socialist Party was Eduard Vaillant. On this occasion the party took a
free trade position. On 9 July, Jaurés, the last speaker, even managed to
have carried by 521 votes to I a motion inviting the government ‘to
organize an international conference of all the interested powers, with
the aim of gradually and simultaneously reducing import duties’.*7®
Jaurés’ main idea was that French agriculture could become an export
industry — ‘the greatest export industry’.180

It should be noted, however, that the doctrinal position of the French
Socialists was less clear than that of the German Social Democrats (see
below, p. 133). In the years 1907~14, especially in certain occupations
prone to unemployment (cabinet makers, glass makers, weavers, glove
makers, and miners), the trade unions adopted a distinctly protectionist
position. This protectionism as part of a major trend amongst certain

176 Hollande, La défense ouvriére, p. 97, from Revue Socialiste (1886), vol. 1.

177 Quoted by Hollande, La défense ouvriére, p. 120. 178 Ibid., p. 123.
179 Ibd., p. 134. 180 Arnauné, Le commerce extérieur, p. 344.
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labour movements, especially in Australia and America. They resisted
competition from foreign workers, whose acceptance of less favourable
working conditions could provoke a reduction in real wages in the
country importing their manufactured goods, or in the country which
welcomed such workers as immigrants. Albert Thomas (a member of
the Socialist Party and the future founder of the International Labour
Office) wrote an article in L’ Humanité of 1§ June 1907 called ‘Protection-
ism or Free Trade’ in which he declared in particular that ‘There is no
theory that can persuade us to allow ourselves to be suppressed without
protest.’181

In France, as in Europe in general, this protectionist movement
towards ‘foreign labour’ applied to goods rather than men and did not
lead (before 1914) to restrictions on immigration of the kind to be found
in overseas countries of European settlement. In those countries, such
restrictions at first applied only to non-white immigrants, as in 1855
when a tax of £, 10 was introduced on each Chinese passenger disembark-
ing in Victoria. The United States adopted similar measures in 1888.
Towards the end of the nineteenth century this form of ‘protectionism’
was supported and even instigated by labour movements in Australia and
America. From the beginning of the twentieth century these restrictions
were extended to European immigrants, especially those coming from
the Mediterranean basin. 82

From the 1900s there was an increased tendency towards xenophobia
among local workers’ organizations (especially trade unions) in most
European countries, even if it did not take quite the same form. This
xenophobia was in no way shared by the political leaders of the European
workers’ parties, who were dedicated to the internationalism of the
socialist movement. Apart from the notorious British Aliens Act (1905)
no restrictions were placed on immigration as such into Europe, butin a
great many European countries administrative procedures discriminated
against foreigners; these were very often supported and sometimes
instigated by local trade unions.

In Germany, the Socialists at first kept their distance from the contro-
versy over trade. The socialist congress of Gotha (1876) declared that:
‘The Socialists of Germany are indifferent to the controversy raging in
the proprietary classes as to Protection and Free Trade; the problem is a
practical one, and must be so considered in each particular case.’!83
Gradually, though, the trend towards free trade became stronger. The
founding of the Social Democrat Party in 1890 accelerated this trend. At
the Stuttgart congress (1898) the question of tariff policy was widely

181 Quoted by Hollande, La défense ouvriére, p. 214.
182 G, Prato, Le protectionnisme ouvrier (I'exclusion des travailleurs étrangers), trans. from Italian (Paris,
1912). %3 Quoted by P. Ashley, Modem Tariff History, p. 47.
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discussed and Karl Kautsky’s!84 very liberal views were adopted, with
the minor reservation that, in exceptional cases, the principle of ‘strict’
free trade could be relaxed. Later, the trend towards free trade was
stengthened still further.

In Switzerland, as we have seen (section vi), the ‘socialist’ party had
taken partin 1890 in the creation of a League Against Increases in the Cost
of Living. This league fought against an increase in import duties on
agricultural products. Similarly, in 1902, the socialists supported the
League Against the Customs Tariff which was opposed to a reform of
commercial legislation. In 1914, Jacob Lorenz (assistant secretary of the
Swiss labour movement) declared to the Swiss workers’ congress at
Luceme, “We want neither an agriculture nor a handicrafts industry
which are parasitic plants . . . what we do want are agriculture and
handicrafts industries that justify their existence in terms of their intrinsic
economic worth and the international division of labour.’185 It is true
that he added that, up till then, the Swiss working class had taken little
interest in problems of tariff policy.

In Italy, the socialist movement held extremely liberal attitudes to-
wards trade policy and migration. The classical economists, like Einaudi,
collaborated with the socialist journal Critica Sociale. The attitude of the
Italian socialist movement to trade policies was influenced (at least until
1914) by the doctrines of liberal economists like Pareto, Pantaleoni,
Einaudi, etc.18¢

In Belgium, Emile Vandervelde, who was one of the most influential
theorists of the Belgian Workers’ Party, held, as we have seen, liberal
views. In 1892 he declared, ‘the protectionist ideal is one in which every
nation is self-sufficient and turned in on itself; the socialist ideal is the
abolition of frontiers and international understanding assuring a guaran-
teed minimum to all producers’.187 In practice, the problems of trade
policy did not greatly interest the Belgian labour movement, or its
representatives in parliament. In general then, liberalism persisted, espe-
cially in the agricultural sector. The report of the parliamentary socialist
group to the 1913 congress of the Workers’ Party noted that, ‘the high
cost of food had made itself felt everywhere, but the protectionist
countries, including Belgium, have suffered the most . . . the protection-
ist measures which have been taken in our country are to the advantage of
the landowners alone and the closing of the frontiers against imports of

184 Karl Kautsky even published, in 1901, a book on tariff problems, Handelspolitik und
Sozialdemokratie (Berlin, 1901), which went through several editions.

185 Jacob Lorenz, ‘La classe ouvriére suisse et la politique douaniére’, in Rapports annuels du Comité
directeur de la Federation ouvriére suisse et du Secrétariat ouvrier suisse pour les années 1912 et 1913
(Geneva, 1914), p. 79.

186 G. Busino, L’Italia di Pareto (Milan, 1988).

187 Speech given at the Antwerp international Congress on tariff legislation and employment
regulations, 1892. Quoted by Hollande, La défense ouvriére, p. 83.
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foreign cattle also prevents the working classes from eating ade-
quately.’188

As a transition to section D below, let us note that at the International
Socialist Congress in Amsterdam (1904) the English Labour Party tabled
a resolution that was clearly in favour of free trade, stating:

That in view of the policy of the capitalist classes and the imperialist govern-
ments to divide the workers of the world from each other by tariff walls, and to
protect the economic interest of the landlords, the richer classes and the
monopolists by imposing import duties upon the workers’ food and by creating
market conditions under which trusts and cartels can derive exorbitant profit
from the home consumers, this Congress, representing the wage-earners of all
nations, declares that protection does not benefit the wage-earner and thatitisa
barrier to international disarmament and peace.18?

D. THE ‘LIBERALISM’ OF THE BRITISH LABOUR PARTY

For more than half a century British labour movements were absent in
the discussions of trade policies. This is the period between the decline of
the Chartists and the founding of the Labour Party — between the end of
the 1840s and 1900.1%% This absence can be explained by the distinct
improvement in the standard of living which benefited the working class
after 1846; by the lack of results from attempts at tariff reform before
1903; and also by the struggles within the various labour movements,
especially after 1886. It should be noted that, on the whole, the workers’
movements of this period tended towards free trade, unlike the Chartists
(see section IX A above).

In September 1903 the annual Trades Union Congress adopted, with
only two votes against, a motion disapproving of Chamberlain’s plans
for tariff reform. In February 1904 the Labour Representation Commit-
tee adopted, by an overwhelming majority, a motion condemning
protectionism.®! This was the beginning of an attachment to free trade
that was to characterize the Labour Party for at least 30 years.

In formal terms the Labour Party had no commitment to the doctrine
of free trade as such. However, its position was not far removed from
this, and the arguments put forward appear to come straight from a
breviary of free trade. In a pamphlet about tariff problems at the time of
the 1906 elections, the Labour Party, after having stressed the negative

188 Part1 Quvrier Belge, Rapports présentés au XXVIII Congrés annuel, 23—25 March 1913 (Brussels,
1913), p. 75.

189 Congrés Socialiste International ( International Social Congress) Amsterdam 1904: Resolutions (Brus-
sels, 1904), p. s4. We have replaced the terms ‘frusts en Kartels’ by ‘trusts and cartels’.

190 In fact the Labour Party was only founded in 1906 but in February 1900 the Labour
Representation Committee was created. This united the trade unions and sociahist workers’
groups, as the Labour Party was to do.  1°! Hollande, La défense ouvriére, pp. 271-2.
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aspects of protectionism, declared, under the title We Are More Than Free
Traders, that:

We do not, however, regard Free Trade as in any way offering a solution to the
problem of poverty. Itis economically sound, and so we support it at the present
crisis. It is right so far as it goes. Free Trade has enabled us to accumulate National
Wealth; a Labour Party must now supplement Free Trade to enable us to
distribute that wealth equitably.!92

In another pamphlet published by the Labour Party at the beginning
of the First World War, the conclusions to the examination of the tariff
problems were presented in six points. We give here the first, the third,

and the fifth:

Though neither Free Trade nor Protection will solve the unemployed problem,
all experience goes to show that, other things being equal, employment is
steadier and better under Free Trade.

Tariffs tend directly to reduce the quantity of employment by raising prices and
this limiting the effective demand for goods and the labour embodied in them.
Protection is not really designed to provide employment, but to raise prices.
This it effectively does, to the advantage of the ‘protected’ capitalist, but to the
injury of the worker.193

Even after the war, when the Labour Party came to power for the first
time (January 1924), among the measures taken during its brief period of
eleven months in office were the repeal of certain import duties. But
from then on this policy began to be contested within the Labour Party.
Penty wrote in 1926 that ‘Perhaps the most important of recent political
developments in this country is the revolt of Mr. Wheatley and certain
other members of the Labour Party against the Free Trade policy of their
party.’t%4 However, the change of direction did not occur until after the
1929 crisis. In June 1930 an American business weekly observed that
‘Britain’s Free Trade labor is turning protectionist.”*®> Even then only a
fraction of the Labour Party was involved. The official line remained
firmly in favour of free trade during the Labour Party’s second term of
office, June 1929—August 1931. Snowden’s speech as the Labour Party’s
Chancellor of the Exchequer in reply to a motion of censure on the tariff
question was even published by the Labour Party under the title The
Truth about Protection: The Worker Pays. In addition to the classic argu-
ments for free trade, Snowden stressed the fact that the increase in prices
which would result from protectionism would particularly affect the

192 McCord, Free Trade, p. 141.

193 B. Villiers, Tariffs and the Worker, publication of the Labour Party (London; undated, but given
the reference to 1913 as the last year of peace and the absence of certain statistical figures for 1913,
it is presumably 1914 or 1915), p. 8.

194 A J. Penty, Protection and the Social Problem (London, 1926), p. 1.

195 Business Week, 18 June 1930, pp. 31-2.
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lew income groups. When a series of protectionist laws imposing a
general tariff (in particular the new Corn Laws) — which in effect marked
the end of free trade in Britain — were adopted in February 1932, they
were only approved by a minority, break-away group of the Labour
Party known as the National Labour Group.

X. Trade policies of the rest of the world

The history of the trade policies of European states, including their
colonies, is in fact the history of an economic unit which accounted for
about 75 per cent of world trade in the nineteenth century. This is the
justification for the phrase in the title ‘the rest of the world’. This justifies
the inclusion of this section — it makes it possible to give an overall view
of world trade policies in the nineteenth century without extending this
study too much.

In this overall view the United States will obviously have a privileged
place, for it not only became the greatest economic power in the world at
the end of the nineteenth century but also, despite the rather inward-
looking nature of its economy, accounted for some 10—12 per cent of
world trade (or 42—46 per cent of the trade of the rest of the world).
Apart from the United States, the other countries can be divided into
two groups. On the one hand, there are the countries where economic
policy was made de jure or de facto by the population of European origin.
These included Argentina, Australia, Canada, Chile, New Zealand,
Uruguay, and also the rest of Latin America (apart from a few isolated
colonies which continued to exist after 1825; see section vin). The other
group is made up of African and Asian countries that were not formally
colonized but were nearly all subject to one form or another of imposed
commercial policies.

As far as trade policy was concerned, these three groups had their own
specific characteristics which can be schematized by the degree of protec-
tionism, ranging from the almost total liberalism of the semi-indepen-
dent African and Asian countries to the very strict form of protectionism
characterizing the United States. The countries of European settlement
came between these two, though this intermediate system was neverthe-
less extremely protectionist, relative to European policies. Table 16
shows the approximate degree of protectionism of the tariff systems in
these different countries at the end of the period which concerns us.

Section A concerns the United States, and Section B examines the
‘European settlement’ countries of the British Empire. Section c deals
with the independent countries of Latin America, and section p with
those countries that were not formally colonized but did not have true
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commercial autonomy. Because they include China and Japan, these
latter countries accounted for about 30 per cent of world population, but
only some 4—5 per cent of world trade.1%®

A. THE UNITED STATES: FROM HAMILTON’S PROTECTIONIST
THEORIES TO THE PROTECTIONISM OF THE HAWLEY—SMOOT
TARIFF!97

At the end of the nineteenth century, Callender could write, with no
exaggeration, that

Next to currency problems ng purely economic subject has aroused so much
interest in the United States, and played so great a part in political discussion
both in and out of Congress as the tariff policy of the federal government. From
the first measure of 1789 until the present time no generation of the American
people has escaped the tariff controversy.18

A legislator in the state of Pennsylvania suggested that man should be
redifined as ‘An animal that makes tariff speeches.”t®® What is more,
there is no exaggeration to say that the tariff question was one of the
causes of the American revolution.

The first tariff of 1789 (4 July) is often described as moderately
protectionist; in fact, an analysis of the levels of import duties shows it to
be one of the liberal tariffs. It is true that, compared with the previous
situation, this tariff was a step towards protectionism, and, in addition,

196 To illustrate this, here are figures showing how world exports were divided 1n 1913 (the
situation was obviously different at other periods):

$ mullion % of total world

(current prices) exports
Europe 10,500 56.8
European colonies 2,300(*) 12.6
United States 2,430 13.1
British self-governing colonies 950 5.1
Independent Latin American countries 1,400 7.6
Others(**) 910 4.9
World 18,560 100.0

(®Including the American and Japanese colomes (total 220).

(**)Semi-independent countries (especially China and Turkey) and Japan.

Sources: estimates and calculations from various national sources. The degree of rounding off of
the figures does not imply a correspondingly low margin of error.

197 In addition to certain titles mentioned in the notes, the following sources have been used here:
Ashley, Modern Tariff History, R. Mayo-Smith and E. R. A. Seligman, ‘The Commercial Policy
of the United States, 1860—1890°, Schriften des Vereins fur Sozialpolitik, vol. xL1x, no. 3 (Leipzig,
1892), pp. 3—74, F. W. Taussig, The Tariff History of the United States, 7th edn (New York, 1923);
US Tariff Commussion, The Tariff and its History (Washington, bc, 1934).

198 G. S. Callender, Selection from the Economic History of the United States, 1765—1860 (Boston,
1909); quoted by G. R. Taylor in G. R. Taylor (ed.), The Great Tariff Debate, 1820—1830
(Boston, 1968), p. v.

199 M. R. Eiselen, The Rise of Pennsylvania Protectionism (Philadelphia, 1932), p. 7.
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Table 16. Indicators of tariff levels in 1913 in different types of country

Import duties Approximate
as % of special average level Level of
total imports of import duties duties
(1908~-12) on manufactures on wheat

Developed countries
Continental Europe 10.4 19 2§
United Kingdom 5.7 o 0
Australia 18.2 16 22
Canada 18.7 26
Japan 9.1 25—30 18
New Zealand 16.6 15—20 3
United States 21.4 44 o

Non-developed countries
Selected independent (in 1913) countries

Argentina 21.6 28 o
Brazil 37.4 50—70 —
Colombia 49.1° 40—60 20
Mexico 33 .7" 40—30° 42

Selected semi-independent (in 1913) countries

China 3.3 4-5 o
Iran 8.0° 3—4 o
Siam 2.7"' 2—3

Turkey — s—10 It
Notes:

4 With 10 per cent for wheat originating from countries where US wheat is imposed.
b To total imports.

¢ 1910.

4 1910-13.

Sources: Percentages of import duties: author’s computations based on various national
sources.

Average level for manufactures:

Ranges: author’s estimates on basis of individual tariffs.

Other figures: see Table 9 and national sources.

Level of duties on wheat: see Table 9 for method of calculation. Additional sources were
used for this table.

the remoteness of the United States constituted a natural, protective
barrier. Whatever the circumstances, this first American tariff, which,
according to its preamble, was aimed at protecting local industry, did not
further Alexander Hamilton’s much more radical project; a project
which was to remain in the background of most plans for trade policy for
much of the nineteenth century.

In this first tariff most of the import duties were ad valorem duties for
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manufactured goods averaging about 7.5—10 per cent. After two
successive revisions {10 August 1790 and 2—3 March 1791) the tariff of 2
May 1792 increased duties on most categories of goods by so per cent.
Further slight increases were introduced in 1795, 1800, and 1808. Then,
as a result of the 1812 war, duties were doubled for financial reasons and
they did not, in fact, return to their previous levels. This meant that under
the 1816 tariff import duties were about 35 per cent for nearly all
manufactured goods, but, and this is important, there were no
prohibitions.

The opposition between the South, which, as an exporter of agri-
cultural products (cotton, tobacco), was liberal, and the North, which
was industrializing and hence protectionist, emerged already during this
period. The protectionist movement — supported by economists like
Daniel Raymond and, later, Henry C. Carey — was encouraged by
pockets of unemployment and by cyclical crises. From 1819 on associ-
ations were formed to press for industrialization to be achieved as a result
of protectionism. This movement was also well supported by
publications.200

From then on it is possible to divide nineteenth-century American
commercial history into three relatively distinct periods. The first, which
can be labelled a protectionist phase, lasted from 1816 to 1846. From 1846
till 1861 came a period which is sometimes said to have been liberal, but
should more accurately be described as one of very modest protection-
ism. The last phase, which lasted from 1861 to the end of our period (and
in fact to the end of the Second World War), was one of strict
protectionism.

After a few parliamentary vicissitudes, a series of modifications
adopted between 1824 and 1832 (especially in 1828 tariff) further
strengthened the protectionist nature of the 1816 tariff. Import duties on
woollen manufactured goods were 40—45 per cent, and those for cloth-
ing so per cent; but import duties on all manufactured goods averaged
200 Among these publications should be mentioned in particular the weekly Nile’s Register (in

Baltimore), which was founded 1n 1811 and was a semi-official mouthpiece of protectionism
during the 1820s and the 1830s. It had a very wide audience throughout the country. Another
important centre of protectionism was neighbouring Pennsylvania, where, in 1819, two new
protectionist socteties were formed (ibid., p. s2).

As far as contemporary opimions on this period are concerned, till very recently the dogma of
free trade was so strong that I have not seen any paper published n an ‘orthodox’ periodical
showing a positive 1mpact of protectionism on American industry in the first half of the
mneteenth century. The first of those type of papers 1s, to my knowledge, that of Mark Bls
whose main conclusion is that ‘My finding could hardly conflict more with the consensus view
on the economic importance of the tariff. The calculations above demonstrate that, as of 1833,
removing protection would have eliminated the vast majonity of value added in the cotton

textile industry” (M. Bils, ‘Tariff Protection and Production in the Early U.S. Cotton Textile
Industry’, Journal of Economic History, vol. x11v, no. 4 (December 1984), pp. 1,033—45).
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Table 17. Ratio of import duties to imports in the United States for
significant policy periods

Ratio of duties calculated to imports (%)

Total imports

(free and dutiable) Dutiable imports
1821—4 43.4 45.8
182931 50.8 $4.4
1842—6 25.3 31.9
185761 16.3 20.6
1867-71 44.3 46.7
1891—4 22.9 48.9
190813 20.1 41.3
1914 14.9 37.6
1923—7 14.1 377
19313 19.0 55-3
1935—8 16.4 39.8
19446 9.5 28.3
196872 6.5 10.1
1978-82 3.5 5.8

Sources: US Bureau of the Census, Historical Statistics of the United States. Colonial Times to
1970 (Washington, DC, 1975), p. 888; US Bureau of the Census, Statistical Abstract of the
United States, 1974 (Washington, pc, 197s), p. 801; and ibid. (1985), p. 823.

about 40 per cent. Several specific duties on agricultural products were
also increased: on many of these products duties amounted to more than
60 per cent of their value. On the basis of the importance of import duties
relative to import values—not a very reliable indicator — the tariff in force
after 1829 shows American protectionism at its height (see Table 17).

This development led to a fairly serious crisis, because of the oppo-
sition from the South: certain states declared the federal laws on these
matters null and void. The crisis was resolved by the adoption of the
Compromise Bill (which came into force on 2 March 1832). This
provided for a progressive reduction of the highest import duties,
leading up to a relatively unified level of 20 per cent in 1842. This
liberalization of trade policy reached its peak with the tariff of 30 June
1842 which reduced import duties on manufactured goods to an average
of about 25 per cent and increased the number of products that could
enter freely. However — and this was characteristic of American tariff
history — this tariff remained in force for a short period only: two
months. The emergence of the ‘whig’ party (which was highly protec-
tionist) and the crisis of 1841—2 led to the tariff of 30 August 1842, which
more or less restored the tariff levels of 1832.
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The return of the Democrats in 1844 led to the tariff of 30 July 1846
which reduced import duties by about 10—20 per cent and generalized
the system of ad valorem duties. The average ad valorem duty on the §1
most important categories of goods was 27 per cent (coefficient of
variation 45 per cent).

There were scarcely any modifications until the tariff of 3 March 1857.
According to contemporary observers this policy, which was half-way
between a very relative form of protectionism and moderate liberalism,
did not have any noticeable effect on economic life. “The critics of the
tariff legislation of 1846 cannot profess that it did more than slightly
retard the industrial process in the United States, whilst its warmest
supporters do not pretend that it did much to hasten the development. In
fact, its effect in either direction was probably only small.’2°! The data
available to us today do not enable us to be much more positive; the
statistics for the 1840s and the 1850s are unreliable enough, but those for
the period before 1840 belong to what has been called the ‘Statistical
Dark Age’.?°2 The data available on the volume of Gross National
Product per capita shows an annual growth rate of about 1.9—2.3 per cent
from 1820 to 1840, and about 1.7 per cent from 1840 to 1860. It is thus
probable that economic growth slowed down, but this growth was still
fairly rapid if one sees the 1.7 per cent per annum in relation to the
growth rates of other countries at this period (the rate in Europe from
1840 to 1860 was about 0.9 per cent).

It is during the period 1860—90 that the contrast between European
and American trade policies became most marked. Although the tariff of
3 March 1857 implied a liberalization of trade policy, that of 2 March
1861 marked the beginning of the policy which was to be followed in the
United States until the end of the Second World War. Import duties
were to be increased again during the civil war, and the victory of the
North brought increased protectionism. The tariff in force from 1866 to
1883 provided for import duties averaging 45 per cent for manufactured
goods (the lowest rates of duty were about 25 per cent and the highest
about 60 per cent). In 1867—71 import duties amounted to 44 per cent of
the total value of imports (see Table 17).

Without linking the two things, it is important to note that the period
1870—90, which was a time of serious economic depression in Europe,
was a phase of prosperity in the United States. In these twenty years the
growth of the American Gross National Product reached an average of
2.1 per cent per annum; that is to say a level which had not only never

201 Ashley, Modern Tariff History, p. 175.

202 p_ A. David, ‘New Light on a Statistical Dark Age: US Real Product Growth Before 1840°,
American Economic Review, Papers and Proceedings Lvnl (1967), pp. 294—306.
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been reached before, but was never to be exceeded again for a period of
this length.293

The way in which the United States caught up with, and even
overtook, European industry2°4 rendered obsolete the ‘infant industries’
argument for United States protectionism. The Republicans therefore
based their case for introducing the ce