Mid-term exam: North American Economic History to 1914
Deadline:

Handed on: February 25" at 5pm

March 1% at 12pm

Format

Provide an answer of roughly 1500 words (-10% to +20%) to two of the four questions below. You
must rely on at least oze class reading to answer the question. You must also rely on o7e source beyond
the assigned readings. However, you are free to use additional sources as long as they are in published
journals, books or edited volumes (use google scholar with keywords associated with the question or
the topic, that will help). I will not accept Wikipedia, National Geographic or an article in the
Washington Post (points will be docked for such sources). All sources zust be cited.

Each of the questions is associated with a very short passage/text that you must read to situate the
question.

You are graded on the following dimensions: a) writing quality b) ability to demonstrate understanding
of the topic c) conciseness of the answer d) your use of class materials.

Question 1:

In the first text associated with this exam (Susan Previant Lee and Peter Passell. 1979. A New Economic
View of American History. New York, NY: W.W. Norton, pp. 30-35), you are given a description of
England’s Navigation Acts and a discussion of how burdensome these Acts were for the American
colonies. On page 31, Lee and Passell note that “this burden must be weighed against the benefits
accruing to colonial shipowners if one is to computer the net impact on the colonial economy”. While
Lee and Passell are only interested in the net effects, can you use the content of our theme on
institutions (week 3) to explain if there are other reasons for why we would be interested in who gains
from such an Act?

Question 2:

In the second text associated with this exam, you are given a passage from an old publication (1853.
Debow’s Review, Agricultural, Commercial, Industrial Progress and Resources, pp. 178-179). The text refers to
the production of cotton in Trinidad in the 1850s and how, even though the slaves had been freed,
the colony was failing to meet its potential. The author argued that it was a good idea to convince
superior workers from the US and Barbados to come to Trinidad to farm cotton. The underlined
passages speak to the “apathetic” peasantry of Trinidad (what the author refers to the as “the present
free negro population”) that is unsuited for farming cotton. From the perspective of what we discussed
in theme 2 regarding the rationality of economic actors, how would an economist/economic histotian
treat the claim of an “apathetic and lazy” peasantry?

Question 3:

In the third text associated with this exam (Jeffrey R. Hummel. 2018. Benefits of the American Revolution:
An Exploration of Positive Externalities.), the author questions articles that came out in the summer of
2018 celebrating the American Revolution. The author suggests that the Revolution was rife with



“positive externalities”. He makes his case by stating that “without the American Revolution, the
condition of Native Americans would have been no better, the emancipation of slaves in the British
West Indies would have been significantly delayed, and the condition of European colonists
throughout the British empire, not just those in what became the United States, would have been
worse than otherwise”. How can such inferences be made and why are they relevant? Considering
what we discussed in theme 1 of the class, how would the economic historians go about considering
the question of whether or not the American revolution was a good thing?

Question 4:

In this article by economic historian Joshua Rosenbloom (2018. The Colonial American Economy.
Working Paper), there is a description of the level and trend of American living standards during the
colonial era. Simply put, he argues that Americans were rich but that incomes were not increasing.
Considering his accompanying description of population trend, why is an interesting piece of
information? Consider what we discussed in themes 4 or 5 (concentrate on one only, but you are free
to choose which one) in order to frame your response.



30

from Dutch and Spanish colonie
ituted in the 1650’s and 1660
_|gation Acts. These acts can
First, to protect

r

s./A more complete

S, Em

British shipping inter
the Empire were banned from the co
colonial trade were required to employ a crew
hree-fourths British subjects. |
Second, a long, changing li
British colonies, in
could only be shipped to
goods bound for the continen
and then reshipped to their ultimate destination.
As part of a coherent m

not have made sense. The 0
of shipping through Englan
world markets, and thereby reduced op
exchange—that is, bullion—for Empire co
requirement worked like a sales tax or export tariff,

foreign buyers and lowerin

continental European demand for colonial exports
consumer prices with the associated lower volume
actually increased total Empire export

mand elasticities are not known, it is not possible
impact of export enumeration on foreign exchan
temporary mercantilist rationale for reexportre
esoteric economist’s argument, but the boost
shipping, ship construction, and port facilities.
tion generated healthy profits for En
warehousing and transferring cargoes.
may not have been an objectiv

olitics.

Third, there were
meration. Enumerated imports we
reloaded on British ships before
Along with boosting British commer
collection of stiff tariffs on imported goods tha
caped detection.

And, finally, the
ments to encourage imperia
production specialization alon
vantage.” England would produce manufactur
would produce raw materials.

consist

Britain. This meant that

they

controls on imports tha

they could be

re was a set of direct cont
1 self-sufficiency.

to export wool textiles and f
And, subsidies (bounties) for
dustry in South Carolina w

A NEW ECONOMIC VIEW OF AME

bodied in a set of laws called the Navi- |

be boiled down to four general categories. \
ests, vessels owned or built outside
lonial trade and ships involved in

st of “enumerated” goods produce
cluding sugar, tobacco, indigo, furs,

¢ had to be shipped initially to England

ercantilist system, enumeration may or may
bvious disadvantage was t

d made colonial exports le
portunities to earn
ffers. But the enumeration

g the revenues per unit to
were

revenues. Since the relev

ge earnings. The con-
quirements werenotsome

Note, too, that enumera-
glish merchants in the business of
Keeping these m
e of mercantilist doctrine,

t mirrored export enus
re, by law, shuttled to England and

ce, the requirement
t might have otherwise €=

rols and incentive Pajs
The grand design Wa
g rather sensible lines
es, while the colonies
To that end, the col
ur hats, even from one colony to a
exports of indigo to England create
here none had previously existed.

RICAN HISTORY MERCANTILISM AND THE AMERICAN REVOLUTION

Systen was in i Economic Impact on the American Colonies

Frinesiln ikl !

thalt)e;;a;t}l]i§lsjl%lroizl:n(;'eased t.he income of some colonists, decreaseu

v boostéd i tsaizeengﬁl\tJ side, protection .against non-British com-

o e e oh. ew England’s ship building and shipping

S s shipyards, dose_ to the forests of upper New
: costs compared to English shipyards. And once built

[
ing of no less than f

in 1‘Kmel 1can CO]OHIdl Shl g W l) [) ]) y
& pS fa]. f.‘d 611 m Em 1re com i ’
d eti1t101 articular
1 d ﬂ']"al stores betweell I ]EW E.Ilgld]’ld and the H est Iﬂdl(?b. AS Shepdl d dan al“)]l
even eI]”[l]_ela[ed pOIUt OUE, CO]Onla] crews COU!d be pdld Off and dlSIl]lSSEd at l (d) W O
5 1ome P rt;

English ships wer
S e forced to bear the ex g i
S i e xpense of frequently idle deck-
A number of ¢ i 1
. olonies benefited fr i idizi
nial production that complemented hlc?rlr;ﬂ . pOlf]CY il
; e manufz iX
‘:Pel-POund bounty on indigo paid af p eyt
go paid after 1748 represented {
‘cent of the wholesale price of LA S
| e oot pt {C(;Od the goods on the dock in Charleston, but
| ma Z elieve 1t had a critical i ’
i : cal impact on the growth of the in-
?]umb{); lgrcz)umll\?s on other_products*notably tar, pitch% turpentine a:;]d
ik é:ss 2; chCel'oiI-ma’s forests—generated cash payments some
’ e indigo bounty. And finall i £
‘} 45 : s 4 , colonial e -
| unsubsidized goods benefited indirectly from Y‘ antili e .
protection afforded them in the En l'yh d mel_CdItht | Bl e
ports sold for a higher price in Britgai]rsl b e i o
‘ 4 ecaus i iti
plotilgucts bore special, high tariffs. ¢ competing non-Britsh
alan i
2 Firsfe(tzlhigaul"tst lthese benefits were the burdens of the Navigation
k. fm;n i COBOF".StS had to pay higher prices for most goods im-
. thmz-g hn}tgsh lsoudrces, since a long list of these imports had to
ngland. Enumerated itish i
ey un non-British imports repre-
b 1}‘);3.[ 15 percent of colonial imports. Americans werep also foxi:t:ed
3 [hi . g}l]?]olz}: 1ce5.forhEnghsh manufactures protected by enumera
erwise have be rchas : i
. en purchased from low-cost Continen-
I Analog i i
- Fow rg%tci)us E;) the import burden is the export burden generated b
. g,ree()){n ‘cts. Most of t.he_ tobacco and rice produced in the colo)i
i ported from Britain, and a large portion of the reexport
highe: pric‘;snfe byheou-thern p!an[ers. Finally, colonial exporters paid
e of(}r s ipping services than they might otherwise owinp to
. n} ¥ OIe;gn \.zessels to compete for the colonial tl'acie Pargt of
o lon oreign consumers forced to pay higher prices. But
. ~Ut}[)é)‘ly of colomal.exports and the demand for colonia.l im
. sharedl &; unl;"esponswe to price changes—an unlikely notion—
Bt at 'urden. Note that this burden on export producers
g aglamst the benefits accruing to colonial shipowners if
Historians }l];evz]le net(;mpact on the colonial economy
on it
g debated the effect of the Navigation Acts on

hat the extra cost
ss competitive in
foreign

raising the price to
domestic sellers. If
inelastic, higher
of sales would have
ant de-
to calculate the net

provided to British

erchants happy
but it was good

shipped to colonies.
facilitated thes

of “comparative ad-

onies were forbidder
nothel
d anif




A NEW ECONOMIC VIEW OF AMERICAN HISTORY

32

e character of the debate,
e of the gross burdens and
ir importance.

9.1, is limited to the

the colonies. Lawrence Harper changed th

however, by offering actual estimates of som
benefits in place of qualitative judgments about the

Harper’s analysis of the burden, shown in table
direct costs of enumeration—the costs of rerouting exports and imports

through England. The wide range of estimates for the year 1773 is
about the burden of enumeration per

derived from varying assumptions
of goods affected. Harper also com-

unit traded and the total volume
putes one portion of the benefits of the Navigation Acts, the total sub-

sidies paid on colonial exports of indigo, naval stores (tar, pitch, turpen-

tine), and lumber.
Writing two decades 1
the impact of colonial regu
counterfactual model of what
out the British presence. Thomas
of the burden of British Empire membership

would only have led to domination by another powe
After 1763, however, American independence was, at least in theory,

practical. The French and Indian War resulted in the loss of Canada by
France and Florida by Spain, spelling the end of significant continental
influence over the lives of North American residents.

ater (1965), Robert Paul Thomas recomputed
lation, working this time from an explicit
economic life would have been like with-
argued that 1t was unrealistic to speak
before 1763. Separation
r—TFrance or Spain.

TABLE 2.1

HARPER’S ESTIMATE OF BENEFITS AND BURDENS
OF NAVIGATION ACTS
(million $)

Low Intermediate High

Export Burden
Tobacco 2.18 2.43 3.40
Rice .19 23 .52
Import Burden B2 1.00 344
total® 2.88 3.66 7.36

Bounty Benefit
Indigo A2 J2 12
Naval Stores .18 .18 18
Lumber .03 .03 .03
total * 32 32 32

#Columns do not sum due to rounding errors in the individual
entries.
“The Effect of the Navigation Acts on the

Source: Lawrence Harper,
cheiber (ed.), United States Econemic

Thirteen Colonies” in Harry S
History (Knopf, 1964), p. 37
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for lumber and naval stores was equal to

that (1) the supply elasticity
no indigo at all would have been €x-

one, and (2) without bounties,
ported.

SHIPPING BENEFITS AND BURDENS

The Navigation Acts tended to increase
shipowners by blocking direct competition from non-Empire vessels.
They tended to decrease ship earnings, however, by reducing the total
volume of foreign commerce. In the absence of data needed to quantify
these effects, Thomas ignores them. This is equivalent to assuming that

the benefits equaled the burdens.

Table 2.2 summarizes Thomas’s results.
Although calculated quite differently, the magnitude of Thomas’s

estimate of the gross burden of the Navigation Acts isn't very different
from Harper’s “intermediate” estimate. What makes Thomas's net bur-
den so much smaller is, of course, the offsetting military defense benefit,
included to provide a more realistic measure of the overall impact of

the earnings of colonial

mercantilism.
TABLE 2.2
ANNUAL NET BURDEN ON
COLONIAL FOREIGN COMMERCE
(million $)
1770 1763-1772
Burden
Exports
tobacco 1.63 1.04
rice .60 .70
other 27 .18
Imports 61 A2
total® 3.10 2.63
Benefit
Tariff Preference 28 .20
Bounties 14 .18
total ® 44 37
Net Burden 2.66 2.26

*Columns do not add up due to rounding errors in the

individual entries.

Source: Robert Thomas, “A Quantitative Approach to the

Study of the Effects of British Imperial Policy on Colonial
Weifare,”joumal ofEccmomz'c History 25 (Dec., 1965), p. 626.
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Benefits of the American Revolution: An Exploration of Positive
Externalities
By Jeffrey Rogers Hummel

It has become de rigueur, even among libertarians and classical

liberals, to denigrate the benefits of the American Revolution.
Thus, libertarian Bryan Caplan writes: “Can anyone tell me why
American independence was worth fighting for?... [W]hen you ask

about specific libertarian policy changes that came about because of

the Revolution, it’s hard to get a decent answer. In fact, with 20/20

IS
s

e

hindsight, independence had two massive anti-libertarian

) '-‘ L

consequences: It removed the last real check on American

aggression against the Indians, and allowed American slavery to

avoid earlier—and peaceful—abolition.”: One can also find such
challenges reflected in recent mainstream writing, both popular and

scholarly.

In fact, the American Revolution, despite all its obvious costs and excesses, brought about
enormous net benefits not just for citizens of the newly independent United States but
also, over the long run, for people across the globe. Speculations that, without the
American Revolution, the treatment of the indigenous population would have been more
just or that slavery would have been abolished earlier display extreme historical naivety.
Indeed, a far stronger case can be made that without the American Revolution, the
condition of Native Americans would have been no better, the emancipation of slaves in
the British West Indies would have been significantly delayed, and the condition of
European colonists throughout the British empire, not just those in what became the

United States, would have been worse than otherwise.

It’s true that the American Revolution had some mixed results from the standpoint of
liberty. Like all major social upheavals, it was brought off by a disparate coalition of
competing viewpoints and conflicting interests. At one end of the Revolutionary coalition
stood the American radicals—men such as Samuel Adams, Patrick Henry, Thomas Paine,
Richard Henry Lee, and Thomas Jefferson. Although by no means in agreement on
everything, the radicals tended to object to excessive government power in general and not
simply to British rule. They viewed American independence as a means of securing and

broadening domestic liberty, and they spearheaded the Revolution’s opening stages.
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At the other end of the Revolutionary coalition were the American nationalists—men
such as Benjamin Franklin, George Washington, Gouverneur Morris, Robert Morris, and
Alexander Hamilton. Representing a powerful array of mercantile, creditor, and landed
interests, the nationalists went along with independence but often opposed the
Revolution’s radical thrust. They ultimately sought a strong central government, which
would reproduce the hierarchical and mercantilist features of the eighteenth-century
British fiscal-military State, only without the British. Of course, any such sharp distinction
entails some over-simplification. These differences were arrayed along a spectrum, and
individuals over time might alter their perspectives. Thus, John Adams started out as a

radical but became a nationalist, whereas James Madison evolved in the opposite direction.

Domestic Benefits

Caplan asks what specific benefits came about because of the American Revolution. There
are at least four momentous ones. They are all libertarian alterations in the internal status
quo that prevailed, although they were sometimes deplored or resisted by American

nationalists.

1. The First Abolition: Prior to the American Revolution, every New World colony, British
or otherwise, legally sanctioned slavery, and nearly every colony counted enslaved people
among its population. As late as 1770, nearly twice as many Africans were in bondage
throughout the colony of New York as within Georgia, although slaves were a much larger
percentage of Georgia’s population. Yet the Revolution’s liberating spirit brought about
outright abolition or gradual emancipation in all northern states by 1804. Vermont, which,
despite participation in the Revolution remained an independent republic until it was
permitted to join the union in 1791, was the first jurisdiction to abolish adult slavery—in
1777.In 1786, the Confederation Congress also prohibited the extension of slavery into the
Northwest Territory.

There is a tendency to minimize this first emancipation because slavery had been less
economically entrenched in the northern colonies than in the southern colonies and
because in many northern states slavery was eliminated gradually. But emancipation had to
start somewhere. The fact that it did so where opposition was weakest in no way
diminishes the radical nature of this assault upon a labor system that had remained
virtually unchallenged since the dawn of civilization. Of course, slavery had largely died

out within Britain. But the Somerset court decision of 1772, which freed a slave brought

from the colonies, had a limited reach. Masters continued to bring slaves occasionally into
the country and were able to hold them there. Parliament did not formally and entirely

abolish the institution in the mother country until 1833.
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Even in southern colonies, the Revolution’s assault on human bondage made some
inroads. Several southern states banned the importation of slaves and relaxed their nearly
universal restrictions on masters voluntarily freeing their own slaves. Through resulting
manumissions, 10,000 Virginia slaves were freed, more than were freed in Massachusetts
by judicial decree. This spawned the first substantial communities of free blacks, which in
the upper South helped induce a slow, partial decline of slavery. By 1810, for instance, three

quarters of African-Americans in Delaware were already free through this process.

2. Separation of Church and State: Unlike the case of slavery, the revolutionary separation
of church and state was more pronounced in the South than in the North. Although the
British colonies prior to the Revolution already practiced a relatively high degree of
religious toleration, only four of thirteen colonies had no established, tax-supported
church: Rhode Island, New Jersey, Pennsylvania, and Delaware. As a result of the
Revolution, the five other southern states and New York disestablished the Anglican
Church. With the adoption of the Constitution and then the First Amendment, the
United States become the first country to separate church and state at the national level.
Several of the New England states, however, retained their established Congregational
Church, with Massachusetts becoming the last to fully abolish tax support as late as 1833. In
our modern secular age, it is too easy to take these accomplishments for granted, but they

were unprecedented.

3. Republican Governments: As a result of the Revolution, nearly all “Virginia reduced the number
of the former colonies adopted written state constitutions settingup  of capital crimes from twenty-
republican governments with limitations on state power embodied  seven to two: murder and

in bills of rights. Only Rhode Island and Connecticut continued to  treason.”

operate under their colonial charters, with minor modifications.
The new state constitutions often extended the franchise, with Vermont being again the
first jurisdiction to adopt universal male suffrage with no property qualifications and
explicitly without regard to color. Going along with this was a reform of penal codes
throughout the former colonies, making them less severe, and eliminating such brutal
physical punishments as ear-cropping and branding, all still widely practiced in Britain.
Virginia reduced the number of capital crimes from twenty-seven to two: murder and

treason.

4. Extinguishing the Remnants of Feudalism and Aristocracy: This is probably the most
diffuse of the Revolution’s radical consequences. Quit-rents, a feudal land tax that had
been paid either to colonial proprietors or to the Crown, had been due in all colonies
outside of New England and were now terminated. All the new states abolished
primogeniture (the sole right of inheritance to the firstborn son) and entail (a prohibition
of the sale, break up, or transfer to outside the family of an estate) where they existed,

either by statute or by constitutional provisions. Doing so not only eliminated
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economically inefficient feudal encumbrances on land titles but also was a blow against
hereditary privilege and the patriarchal family, because it undermined traditional patterns
of inheritance and facilitated the rights of daughters and widows to possess property.
Anyone who has read a Jane Austen novel is aware that these legal props for the landed
gentry still persisted in Britain into the nineteenth century. At the same time, all states

except South Carolina liberalized their divorce laws.

Even the egregious treatment of Loyalists during the Revolution indirectly contributed to
the erosion of feudal entitlements. The claim that only one third of Americans supported
the Revolution, one third were neutral, and one third were opposed is still frequently
repeated, but it is a misreading of a letter written by John Adams in 1812 referring instead to

American attitudes about the French Revolution. The consensus of historians is that

between 40 and 50 percent of the white population were active Patriots, between 15 and 20
percent were Loyalists, and the remainder were neutral or kept a low profile.z Obviously
these proportions varied across regions and over time. Yet all the new states passed laws
confiscating Loyalist estates. Since many of these estates were proprietary grants to royal

placemen, s the confiscations entailed a redistributionist land reform.

The U.S. Constitution’s prohibition on titles of nobility may seem trivial and quaint to
modern eyes. But such titles, still prevalent throughout the Old World, always involved
enormous legal privileges. This provision is, therefore, a manifestation of the extent to
which the Revolution witnessed a decline in deference throughout society. No one has
captured this impact better than the dean of revolutionary historians, Gordon Wood, in

his Pulitzer Prize winning The Radicalism of the American Revolution. He points out that in

1760 the “two million monarchical subjects” living in the British colonies “still took it for
granted that society was and ought to be a hierarchy of ranks and degrees of dependency.”
But “by the early years of the nineteenth century the Revolution had created a society

fundamentally different from the colonial society of the eighteenth century.”4

One can view this transition even through subtle changes in language. White employees
no longer referred to their employers as “master” or “mistress” but adopted the less servile
Dutch word “boss.” Men generally began using the designation of “Mr.,” traditionally
confined to the gentry. Although these are mere cultural transformations, they both
reflected and reinforced the erosion of coercive supports for hierarchy, in a reinforcing
cycle. In the Revolution’s aftermath, indentured servitude for immigrants withered away,
and most states eliminated legal sanctions enforcing long-term labor contracts for
residents, thus giving birth to the modern system of free labor, where most workers
(outside of the military) can quit at will. Contrast that with Britain, where as late at 1823
Parliament passed a Master and Servant Act that prescribed criminal penalties for breach

of a labor contract.s
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Wood concludes that “Americans had become, almost overnight, the most liberal, the
most democratic, the most commercially minded, and the most modern people in the
world.... The Revolution not only radically changed the personal and social relations of
people... but also destroyed aristocracy as it had been understood in the Western world for
at least two millennia. The Revolution brought respectability and even dominance to
ordinary people long held in contempt and gave dignity to their menial labor in a manner
unprecedented in history and to a degree not equaled elsewhere in the world. The
Revolution did not just eliminate monarchy and create republics; it actually reconstituted

what Americans meant by public or state power.”/6

Would all of these outcomes have happened without a War for Independence? Surely
some and possibly many of them might have eventually, but the real question is whether
the American Revolution played a crucial role in initiating and accelerating these
developments. Those denying its significance inevitably point to Canada, which remained
under British rule and, indeed, harbored many fleeing Loyalists. Today it is a free,
democratic polity, with a high standard of living, and as liberal as, or in some respects more
liberal than, the United States. To understand why the case of Canada does not prove the

point, we need to look back before the Revolution and examine the factors that ignited it.

British Designs

The British colonies of North America, through most of their early history, enjoyed a
relatively mild imperial regime that Edmund Burke described as “salutary neglect.”
Britain’s mercantilist restrictions were either not strictly enforced or non-binding. But in
the mid-eighteenth century, as the colonies became more populous and more integral to
the British economy, there emerged among imperial officials a clique who wished to
impose tighter control upon the colonies. Finally at the end of the Seven Years’ War in
1763 (what in the colonies was referred to as the French and Indian War), in which the
British drove the French out of North America, this clique implemented a new colonial

policy.

The primary features of the new policy were: (1) stationing in North America during peace
for the first time a large standing army, numbering never less than 7,500; (2) issuing the
Proclamation of 1763, drawing a line along the western boundary of the colonies beyond
which settlement was prohibited; and (3) imposing taxes to help defray the cost of the
army. All of these measures aroused the colonists’ suspicions, suspicions that were often
quite valid. A 1763 internal memo within the British bureaucracy, for instance, proposed
that “under Pretense of regulating the Indian trade, a very straight line be suddenly drawn
on the Back of the Provinces,” which “now surrounded by an Army, a Navy and by Hostile
Tribes of Indians” will make it easier to “exact a due obedience to the just and equitable

Regulations of a British Parliament.”'7
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Unfortunately for the British, the Proclamation line also alienated those who would
become American nationalists, helping to throw them into coalition with the radicals.
Until then, major land speculators such as Franklin and Washington had revered the
British empire and been enthusiastic supporters of its expansion. But now the fruits of a
victory to which they had contributed during the recent war were being denied them. Nor
did the Proclamation line presage better treatment of Native Americans. After all, it had
been the British army that had helped provoke and then ruthlessly crush Pontiac’s Indian
rebellion after France had abandoned the region, even resorting to smallpox-infected
blankets to spread disease during the siege of Fort Pitt. If there was ever going to be any
real check on settler aggression against the indigenous populations in North America, it
had already vanished with the French defeat.

Indeed, it is hard to identify any British settler colony where the aboriginal peoples were
not driven from their homelands or otherwise harshly treated. Maybe so in New Zealand,
but certainly not in Australia. British acquisition of South Africa in 1806 did result in the
abolition of slavery and some restraints on the Dutch-descended Boer population but the
country still witnessed ongoing military campaigns against the Xhosa natives, then the
Zulu War, and the ultimate emergence of apartheid. As for British Canada, the
dispossession of Native Americans was less bloody than in the United States but almost as
thorough. The marginalization of the Mi’kmaq of Nova Scotia was completed to provide
land for arriving American Loyalists after the Revolution. Canada had two violent
uprisings among the Métis, people of mixed French and indigenous ancestry, the first in
1869-1870 and the second in 1885, both suppressed and led by Louis Riel, who was therefore
hanged for treason. Beginning in 1847, the Canadian government forcibly removed
aboriginal children from their families to boarding schools for assimilation in order to “kill
the Indian in the child,” in the words of historian John S. Milloy.8 Canadian Prime

Minister Stephen Harper ultimately apologized for this program in 2008.

Following the Proclamation of 1763, the relations between the colonies and the mother
country went through three consecutive crises: the first over the Stamp Act (1765-1766), the
second over the Townshend Duties (1767-1770), and the third over the Tea Act (1773). The
first two involved British efforts to impose new taxes on the colonists, provoking colonial
protests and resistance. In both cases, imperial authorities backed down, ushering in
temporary but tense lulls. Once colonial opposition effectively nullified the Tea Act,
however, the British government responded harshly with a series of Coercive Acts, and

outright military conflict erupted in 1775.

Colonial objections to the Tea Act can be puzzling, because the act itself did not directly
tax the colonists. Instead it was essentially a bailout of the British East India Company, the
quintessential mercantilist monopoly, which was struggling financially. Before the act’s

passage, the company was required to sell its tea exclusively in London where it paid a
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duty. Tea destined for shipment and eventual sale in North America would be purchased
by private merchants. The colonists then had to pay an additional import tax on tea, the
one Townshend Duty that had not been repealed in 1770. Under the Tea Act, the company
was now given a monopoly on re-shipment of tea to the colonies along with a rebate of the
British duty. The act, therefore, had the ironic effect of reducing the price of tea in the

colonies.

The colonists nonetheless defied the Tea Act for several reasons. Radicals, who had been
boycotting the legal importation of tea, viewed the act as a clever ruse to get the colonists
to accept Parliamentary taxation in principle. The act hurt American merchants, not just
those importing tea legally, but also, because it undercut the price of smuggled Dutch tea,
those doing so illegally. Most important, the East India Company embodied the colonists’
worst fears about British plans. If the company could be given a monopoly on tea, it could
also be given a monopoly on other activities. The colonists were well aware of the
company’s horrendous record in India, where its control over taxation in Bengal had
contributed to a massive famine in 1770 that had killed up to ten million people, one third

of Bengal’s population.

John Dickinson of Pennsylvania, a conservative who would later oppose the Declaration of

Independence in the Continental Congress, put it this way: “Their conduct in Asia, for

some Years past, has given ample Proof, how little they regard the Laws of Nations, the
Rights, Liberties, or Lives of Men.... Fifteen hundred Thousand... perished by Famine in
one Year, not because the Earth denied its Fruits, but this Company and its Servants
engrossed all the Necessities of Life, and set them at so high a Rate, that the Poor could not

purchase them. Thus,... they now, it seems, cast their Eyes on America, as a new Theatre,

wherein to exercise their Talents of Rapine, Oppression and Cruelty. The Monopoly on
Tea is, I dare say, but a small Part of the Plan they have formed to strip us of our

Property.”\s

If the colonists needed any further evidence of British designs, Parliament, along with the
Coercive Acts, passed the Quebec Act in 1774, establishing a new government for the
former French territory. Although the act granted full religious toleration to Catholics, it
also extended the province’s boundaries into the northwest territory, reinforcing the
Proclamation line. With respect to governance, it vested all authority in a royally
appointed governor and council, with no provision for a colonial assembly; it re-instituted
compulsory tithes to the Catholic Church; and it restored the French seigneurial system,
with its feudal privileges for distributing and managing land. Even the colonies’ French

peasants (known as habitants), who constituted an overwhelming majority of the

population, resented the act’s aristocratic features.
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In short, there is ample evidence for a claim that historian Leonard Liggio emphasized.
Without the American Revolution, British hard-liners intended to fasten on North
America an imperial regime in many respects similar if not identical to British rule in India.
As Justin de Rivage concludes, a group that he identifies as “authoritarian reformers” had

seized control of policy to implement a sweeping “transformation of the British Empire.”/w

Global Repercussions

The potentially deleterious impact of these foiled British designs on North America is
hinted at in a short article by Nobel Prize-winning economist Robert Lucas. The article was
a response to an essay in which Harvard historian Niall Ferguson, based on his several
books on the British Empire, glorified the empire’s role in spreading economic
development. Lucas responded with the obvious. The only colonies to enjoy sustained
economic growth were Britain’s settler dominions: Canada, Australia, and New Zealand.
Looking at other colonies in Africa or Asia, Lucas concludes: “The pre-1950 histories of the
economies in these parts of the world all show living standards that are roughly constant at
perhaps $100 to $200 above subsistence levels.” British imperialism thus failed “to alter or
improve incomes for more than small elites and some European settlers and
administrators.” India is the premier case, not experiencing significant sustained growth
until the late twentieth century, and Lucas could have also included among the colonies

that remained poor the British West Indies and Ireland.=

The impact of the American Revolution on the international spread of liberal and
revolutionary ideals is well known. Its success immediately inspired anti-monarchical,
democratic, or independence movements not only in France, but also in the Netherlands,
Belgium, Geneva, Ireland, and the French sugar island of Saint Domingue (modern
Haiti).2 What is less well understood is how the Revolution altered the trajectory of
British policy with respect to its settler colonies. Imperial authorities became more cautious
about imposing the rigid authoritarian control they had attempted prior to the Revolution.
Over time they increasingly accommodated settler demands for autonomy and self-
government. In short, the Revolution generated two distinct forms of British imperialism:

one for native peoples and the other for European settlers.

This was immediately apparent in Canada. Parliament’s Constitutional Act of 1791 divided
Quebec into two colonies, Upper and Lower Canada, each with its own elected assembly.
The act also ended quit-rents. Paradoxically, contributing to these outcomes was the influx
of American Loyalists, many of whom embraced republican principles despite opposing
independence. Nova Scotia, half the population of which was already from New England,

had a representative assembly as early as 1758, and the Revolution’s outbreak forced the
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royal governor to propose reforms in order to maintain the colony’s loyalty. Nova Scotia
received three times as many Loyalists as Quebec, leading in 1784 to the partitioning off of

New Brunswick, with its own assembly.

Although Australia upon initial British settlement in 1788 began as a penal colony with
autocratic rule, agitation for representative government emerged early and was
consummated with the Australian Colonies Government Act of 1850. British New Zealand
was originally part of the colony of New South Wales in Australia, but it was separated in
1849 and got a representative government three years later. South Africa fell under
sustained British rule in 1806. By 1854, the Cape Colony had its own parliament. Even in
the slave colonies of the British West Indies, as the Revolutionary crisis still raged, the
colonial assemblies asserted co-equality with the British House of Commons. As Sir Guy
Carleton, commander-in-chief of British forces in America during the war, complained: “It
is not in the Revolted provinces alone that a Republican spirit is to be found, but the tint

has ... has spread to other parts of America and to the West Indies.”n

That brings us back to the question of slavery. A Parliamentary act of 1833 abolished
slavery throughout Britain and its colonies, effective in 1834, although with an explicit
exception for territories controlled by the East India Company. The act’s passage had
partly been assisted by a major slave revolt in Jamaica during the previous two years, along
with a tight symbiotic relationship between American and British abolitionists. The oft-
repeated argument is that, without American independence, this act would have
simultaneously abolished slavery in what became the United States. But this ignores the
facts that British emancipation had to overcome the stiff political opposition of West
Indian planters and that emancipation, by precipitating a collapse of production in the

sugar islands, was costly for the British economy.

The only conceivable way Britain could have held on to all its “Thus it is likely that, without

American colonies was through political concessions to colonial {7 g independence, slavery
elites. If American cotton, tobacco, rice, and sugar planters had still  would have persisted in both
been under British rule, they inevitably would have allied with ~ North America and the West
West Indian sugar planters, creating a far more powerful pro-slavery ~ Indies after 1834 and, indeed,

lobby. Moreover, by 1833 American cotton had become more possibly after 1865.”

essential to the British economy than Caribbean sugar. Bear in the

mind that it was the spread of cotton cultivation in the United States in the early
nineteenth century that had reversed what little anti-slavery impulse had emerged during
the Revolution in the southern states, inducing slaveholders to cease apologizing for
slavery as a necessary evil and start defending it as positive good. Thus it is likely that,

without U.S. independence, slavery would have persisted in both North America and the

West Indies after 1834 and, indeed, possibly after 1865.
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Conclusion

Any revolution that brings about benefits for a large sector of the population faces serious
free-rider problems. Revolutionary activity is extremely risky and, once the revolution
succeeds, excluding from any general benefits those who did not participate is difficult if
not impossible. This explains why revolutions are always so messy and produce mixed
results. It also explains why so few revolutions actually bestow genuine benefits. Gordon
Tullock, in a classic 1971 article, contended that “Historically, the common form of
revolution has been a not-too-efficient despotism which is overthrown by another not-
too-efficient despotism with little or no effect on the public good.”= Nonetheless,
sometimes people will eschew the free-rider incentive to bring about a better world,
bearing costs that exceed any individual material gains. The anti-slavery movement, first

sparked by the Revolution, is one clear case.

The American Revolution is another such case. The embattled farmers who stood at
Lexington green and Concord bridge in April 1775 were only part-time soldiers, with daily
cares and families to support. Their lives were hard. The British redcoats they faced were
highly trained and disciplined professionals serving the world’s mightiest military power.
Yet when they fired the “shot heard ’round the world” that touched off the American
Revolution, they initiated a cascade of positive externalities that not only U.S. citizens but
also people throughout the world continue to benefit from today, more than two centuries
later. They had no hope—indeed no thought—of charging for these non-excludable
benefits. Nonetheless, they took the risk. What better reason to celebrate the 4th of July?
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Introduction

Reflecting the dominant themes in the cliometric literature, this chapter is concerned with the
economic history of those British mainland North American colonies that became the United
States in 1776. Itis important at the outset to acknowledge the backward-looking nature of
this selection criterion. During the seventeenth and eighteenth centuries Britain established a
number of other colonies in the Americas, including parts of coastal Canada and the West
indies. Atthe same time, other European nations were also engaged in colonization efforts in
North America. The Spanish had established colonies in parts of the Southwest and Florida,
France had colonized Quebec, and until the 1660s the Netherlands controlled parts of what
would become New York and New Jersey.

Focusing on European colonization also diverts attention from the experience of the indigenous
peoples who had occupied North America for millennia prior to the arrival of European
explorers. For this latter group, European colonization proved profoundly destructive.
Exposure to European diseases, such as Smallpox, decimated native populations. Natives were
exposed to these diseases through contact with European fishing expeditions even before
permanent European settlements were established. Thus, when the first permanent European
settlements were established they encountered indigenous communities that were already
disrupted, encountered less resistance than might otherwise have been the case, and were
often able to occupy lands that had been cleared by native inhabitants.

Despite the merits of these different perspectives in informing historical understanding of the
colonial era, the cliometric fiterature has mostly adopted a vantage point that casts the history
of this phase of American economic development as background for the subsequent
development of the United States, asking how developments in the years leading up to
American independence from Britain shaped the subsequent evolution of the U.S. economy.
This chapter will largely follow this approach.

JEp—
o em hore
ctonomic Performance and Living Standards

Income at the End of the Colonial Period

Quantitative data on which to base measurements of income in the colonial period are quite
limited. Nonetheless, recent scholarship has shed additional light en incomes near the end of
the colonial period suggesting that by this time free white residents of North America enjoyed
living standards that compared favorably with Britain, which, according to Maddison’s
estimates {Bolt and van Zanden 2013) had the highest per capita income in the world at the
time,

Allen, Murphy and Schneider {2012} have gathered time series of unskilled wage and the cost of
living for workers in three British North American colonies as well as in a number of other
locations around the world. Converting nominal wages in each location into their equivalent in



grams of silver, and then deflating these by the cost of subsistence, they have computed
comparative welfare ratios for each location. These comparisons are depicted in Figure 1. By
the time of the American Revolution, laborers in Philadelphia had the highest earnings of any
location represented in their data, roughly 25 percent higher than laborers in London. Laborers
in Boston and Maryland, which had lagged behind London were by the 1770s quite close to
London and well ahead of their counterparts in South America and China.

Peter Lindert and Jeffery Williamson {2016a, ch. 2} have undertaken the more ambitious task of
constructing estimates of national income by combining social tables, describing the
occupational and class structure of the population with estimates of labor and property income
for each group. Their approach allows them to construct aggregate per capita income estimates
in 1774 for the colonies as well as to examine the distribution of income within the colonies.
Their estimates show that per capita incomes were higher in America than England by 1774,
and much more equally distributed. According to their estimates, the Gini for free American
colonists was 0.4, well below the average of 0.57 calculated for four Northwest European
countries at the time. Even including the enslaved, their North America Gini rises only to 0.44.
As they acknowledge adjusting for exchange rates and cost of living differences is challenging at
this time, but what seems clear is that while incomes at the top of the distribution remained
higher in England, the colonies offered considerabie economic opportunity for those further
down the income distribution, a fact consistent with the rising tide of British immigration to
North America in the decades before the Revolution.

Economic Growth

Estimating longer run trends in Colonial Incomes is more difficult. Demographic evidence
attests to the robust extensive growth in the colonial era. The first permanent British
settlement in Colonial America was established in 1607, at Jamestown, in what is now Virginia.
A second settlement was established in Massachusetts in 1621, By the time the American
colonies declared their independence in 1776, the population of colonial America had increased
from a few hundred settlers to approximately 2.5 million. Nonetheless, this population
remained confined primarily to a relatively narrow strip of land along the Atlantic seaboard
stretching from present-day Georgia, in the South, to what is now Maine, in the North.

The growth of the European and African populations was accompanied by a decline in the
indigenous population. Estimates of the size of the pre-contact indigenous population vary
considerably, but there is little question that Smallpox and other European diseases hit the
native population quite hard, Ubelaker {1988, pp. 289-94} estimates that the Indigenous
population east of the Mississippi River fell from about half a million in 1600 to 254,485 in 1700
and 177,630 in 1800.

Relying on a variety of censuses, tax rolls and other documents, historical demographers have
been able to work out reasonably detailed estimates of the growth of European-American and
African-American populations. High rates of fertility, early marriage, and relatively small
numbers never married combined to produce rapid rates of natural increase throughout the



colonies. Voluntary migration and the importation of slaves further increased population
growth rates. Together these factors contributed to population growth rates close to 2.8
percent per year, on average, for most of the Colonial period. This rate was sufficient to
produce a doubling of population every generation. One contemporary observer, Thomas
Malthus, characterized the rate of increase as “probably without paraliel in history,” and used it
as support for his contention that in the absence of constraints population would increase at a
geometric rate {Galenson 1996, p. 169).

Figure 2 plots regional growth in population numbers on a semi-log scale. Growth rates in the
first few decades of settlement were guite rapid, reflecting the contributions of immigration to
an initially small base, but then slowed as natural increase became the dominant source of
growth. Asthe regions of earliest settlement, the Chesapeake and New England accounted for
virtually all of the colonial population through the end of the 17t century. After 1680,
however, the Middle Atlantic colonies {New York, New Jersey and Pennsylvania) attracted
growing numbers of immigrants and expanded rapidly. Settlement of the Lower South (the
Carolinas and Georgia) did not begin in earnest until nearly 1700, but thereafter the region
grew quite quickly, though the population of this region remained much smaller than the other
colonial regions.

The early colonists experienced extreme hardships as they adjusted to a new land. Shortages of
food, the challenges of adjusting to conditions and the disease environment ali contributed to
initial high rates of mortality (Perkins 1988, p. 6). As colonial settlements became more
established, however, living conditions improved and mortality rates declined. Quantifying
early living standards has, however, proved difficult.

Based on the robust growth of colonial population and the diversifying economy it supported,
early accounts assumed that per capita incomes must have been rising in the colonial period.
McCusker and Menard (1985, pp. 52-57), for example, in their influential assessment of the
state of colonial economic history suggested that per capita incomes in the 18" century must
have grown at least as fast as Britain and might have grown twice as fast--leading them to
suggest that per capita income growth was in the range of 0.3 to 0.6 per cent per year.

More recent scholarship has, however, argued on the basis of new data and more refined
analytical techniques that after overcoming the initial challenges of settlement the pace of
aggregate economic growth was quite small. In view of the limited quantitative data available
for the Colonial period these estimates rely largely on back-casting income levels based on
indices for a few key indicators. Mancall and Weiss {1999} applied the method of controlled
conjectures to construct per capita GDP estimates for the period 1700-1800. They began with
the identity that per capita GDP is equal to output per worker times the labor force
participation rate. That is:

(1) QP ={L/P)*Q/L)
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Where Q is GDP, P is population, L is the labor force, L/P is labor force participation and Q/L is
output per worker.

~Qutput per worker can then be decomposed into a weighted sum of per worker productivity in

different economic sectors:
{2)  Q/P = (L/PY*[(1-Sa)*(Q/L}n + Sa(Q/L)a] = (L/PY*(Q/L)al{1-Sa)k + Sa]

Where the subscripts a and n denote agriculture and non-agriculture, respectively, S, is the
share of the labor force employed in agriculture, Q/L is average output per worker, and k is the
ratio of output per worker in non-agriculture to agriculture.

Beginning with known values of per capita GDP in 1800 and assuming that relative labor
productivity, k, was constant at its 1800 level, it is possible to project backward per capita
income on the basis of estimates of just three series: labor force participation, the sectoral
distribution of labor and labor productivity in agriculture. While the first two series can be
derived primarily from available demographic data, Mancall and Weiss derived estimates of
output per worker in agriculture primarily from evidence about food consumption by different
segments of the population {e.g, children, adult males, adult females and slaves) and net
exports.

Based on the constancy of military rations over time, their baseline case assumed constant
levels of consumption of agricultural products over time, and, in turn, implied that per capita
income {expressed in 1840 prices) increased only from $64 in 1700 to $68 in 1770 and then fell
to $67 in 1800. This is a growth rate of just 0.08 percent per year for the shorter period and
0.04 percent per year for the entire century. Mancall and Weiss explicitly acknowledged that
they could not definitively measure agricultural production; nonetheiess they noted that their
estimates of per capita GDP were constrained by the range of plausible values for domestic
agricultural consumption.

Assuming a more rapid rate of growth of agricultural production would produce higher rates of
per capita GDP growth, but even assuming that agricultural consumption grew as fast as it did
in the first half of the nineteenth century would result in a growth rate of per capita GDP of
only about 0.2 percent per year, well below the range posited by McCusker and Menard. Yet,
assuming this rate of growth, and accepting the levels of GDP in 1800, implies that vaiue of food
consumed by free colonists in 1700 would have been lower than the value of the diet
consumed by slaves in 1800, Mancall and Weiss argued that this implication seemed
implausible and so concluded that likely rates of per capita GDP growth could not have been
higher than 0.1 percent per year and were likely closer to zero.

In subsequent work, Mancall, Rosenbloom and Weiss (2004} and Rosenbloom and Weiss (2014)
have constructed similar estimates for the colonies and states of the Lower South and the Mid-
Atlantic regions, respectively. Applying the method of controlled conjectures at a regiona! level
allowed them to incorporate additional, region-specific, evidence about agricultural



productivity and exports, and reinforced the finding that there was little if any growth in GDP
per capita during the eighteenth century. Lindert and Williamson (2016b) have also attempted
to backcast their estimates of colonial incomes. Their estimates rely in part on the regional
estimates of Mancall, Rosenbloom and Weiss, but the independent evidence they presentis
consistent with the view that economjc growth was quite slow during the eighteenth century.

—_— ~jep here

Wealth Accumulation

One of the richest sources of information about colonial living standards is provided by probate
inventories. In one of the first studies to utilize these data, Jones {1980) drew a sample of 899
probate inventories from randomly selected counties in each region of the colonies in 1774,
After adjusting the age distribution to reflect that of the population, and reweighting
observations to reflect the fact that wealthier descendants had a higher probability of entering
probate she was able to construct estimates of per capita wealth holding by region. These are
summarized in Table 1.

The first column of Table 1 shows average total net worth per free capita by region, On this
basis, there appears to be a wide gap in wealth accumulation between colonial regions:
residents of the southern colonies had accumulated nearly twice as much wealth as residents of
the Middle Atlantic colonies, and almost 2.5 times as much as residents of New England. This
difference, however, reflects almost entirely the effects of slavery on the distribution of wealth.
As the second and third columns show, most slave wealth was concentrated in the South, and
regional differences narrow considerably if attention is confined to non-human wealth., When
the definition of the population is broadened to include the enslaved as well as free residents,
as shown in column 4, regional differences in non-human wealth per capita are nearly
equalized. Thus, one can conclude that while slavery allowed the free residents of the southern
colonies to amass a greater concentration of wealth, much of it in the form of property rights in
labor, physical capital accumulation was remarkably similar regardless of region.

While Jones was able to provide a detailed cross-sectional snapshot at the end of the colonial
period, several other studies have sought to use probate inventories to illuminate trends over
time. The results of these studies largely support the picture of a relatively static standard of
living. Main and Main {1988} analyzed the economic growth and development of southern
New England using a sample of over 16,000 inventories from 1640 through 1774. Figure 3 plots
the evolution of estate values and their major components in constant prices. There was, as
they concluded, “no doubt that wealth in southern New England was growing in real terms, and
the principal category in which that growth occurred was in land and buildings” {p. 36). Indeed,
the per capita value of many other categories of wealth was actually declining over time. Thus,
while New Englanders cleared land and invested in additional improvements to this land there
was little growth in other markers of material well-being. Lindert and Williamson’s (2016b)
recent reanalysis of these probate data further reinforces the impression of a relatively static
economy. Using regression techniques to control for age, location and occupation they
conclude that only farmers in the later-settled hinterland regions experienced significant gains





