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			CHAPTER 1

			MERCANTILISM

			 

			 

			Wealth is power, and power is wealth. The aphorism commonly attributed to the Englishman Thomas Hobbes, author of the great political philosophical treatise Leviathan (1651), was later invoked by Adam Smith in the greatest treatise ever written on commerce, An Inquiry into the Nature and Causes of the Wealth of Nations (1776).1 Smith was a Scot, not an American, but up until 1776, Scots and Americans shared something in common: both were subjects of the British Empire. In the Age of Commerce, empire and capitalism grew up together.

			For centuries, empires had long assessed their control over land, population, and taxable resources. In Europe by the eighteenth century, commerce had become the most dynamic generator of imperial wealth and imperial power.2 How states might best promote commerce was Smith’s focus in The Wealth of Nations, published the year the thirteen North American colonies declared their independence from the British Empire.

			Smith said Britain might let the colonies go, arguing that what he called the “mercantile system”—the imperial policies that defined the commercial relationship between Great Britain and its colonies, against which the North American colonists were then revolting—did not promote the wealth of nations. Smith admired the commercial character of British North America, and today many consider him to be something like a patron saint of capitalism, as, supposedly, he was critical of all government intervention into “the market.”3 That was not so.4 Smith was a theorist of political economy, of the relationship between the ordering of power and the generation of wealth. He made no categorical separation between the political and the economic, or state and market. The question for him was their relationship and the consequences of their complicated overlap. The wealth of nations could be the result only of good policy making.

			
			However, The Wealth of Nations does not begin with a policy analysis. Rather, book one lays out Smith’s explanation of economic commercialization. To understand the dynamics of preindustrial capitalism, there is no better place to begin but here.5 Book one of The Wealth of Nations holds the key to explaining the development of American capitalism from seventeenth-century English colonial settlement through the American Civil War, the era spanning the Age of Commerce.

			Smith explained how the self-interested pursuit of commercial gain, breeding more commerce, tends toward an increasing division of labor. When the “extent of the market” for goods expands on the demand side, spurred on by self-interest under the pressures of competition, producers specialize, and on the supply side the division of labor increases. So then does labor productivity. The ongoing search for “gains from trade” induces more capital investment. In the cumulative process, economic activity brings increasing returns.6 Everyone may gain from trade. The wealth of nations grows. This is what economists today call “Smithian growth,” the combined and interactive result of self-interest, the division of labor, and the extent of markets.7

			The analysis of commerce in book one of The Wealth of Nations is of great explanatory power, but it is incomplete. For the North American colonies, as well as their commercial character, were conscious political creations, in which politics and Smithian growth dynamically interacted. There was no capitalism in North America prior to the long-term British investment in imperial expansion. By force, states had to increase the “extent of the market.”

			The British project to do so was imperialist in character, of a mercantilist variety. Mercantilism had no fixed body of doctrine.8 Smith named his own enemy when he spoke of the “mercantile system,” as neither he nor anyone who came before him had used the term mercantilism. Nonetheless, during the seventeenth and eighteenth centuries, a common set of basic assumptions about the relationship between political and economic life held together that can usefully be labeled mercantilist.

			Foremost, mercantilists promoted an understanding of political economy in which there was no categorical separation between state and market. Smith inherited this legacy. But unlike Smith, mercantilists defined national economic prosperity as the existence of a positive “balance of trade” with other nations. Greater market access and more commerce were the sources of imperial wealth, but only when a nation exported goods of a value greater than it imported, including in relation to its colonies. More coin flowed into the nation’s coffers at the expense of its geopolitical competitors. “Foreign trade produces riches, riches power, power preserves our trade and religion,” insisted East India Company governor Josiah Child in 1681.9 Mercantilists took for granted a zero-sum global economy, occupied by warring states forever fighting over market access abroad.10 Not all nations could gain from trade, not all at once.

			
			In this economic combat—because so much commerce was seaborne, as goods, in this era, moved far more economically over water than overland—overseas colonies could be of decisive commercial importance. After the English Civil War, the Restoration English state moved to incorporate its wayward early North American colonies into its expanding imperial, mercantilist orbit. As it did, mercantilism transformed, and American capitalism was born.

			
				1. The First Earl of Shaftesbury

				The great pivot for British North American commercial development was the period after 1660, when Parliament restored Charles II to the British throne eleven years after the execution of his father in the English Civil War. Up until then, English colonization had been a haphazard affair, with early efforts leading to repeated failures—in terms of survival, let alone commercial gain.11 A few ventures had “planted” lasting settlements in the Caribbean, the Chesapeake, and New England, but these colonies were still afterthoughts back home. Asia, the “East Indies,” compelled much greater interest.

				The Restoration English state reasserted authority over the Atlantic colonies. Legislation, including a series of parliamentary “Navigation Acts,” sought to restrict much American colonial commerce to within the English Empire (and within the British Empire after the 1707 Act of Union between England and Scotland). The political-economic settlement was to last throughout the eighteenth century.12 The British Empire strengthened in the Atlantic, commerce flourished, and the North American colonies prospered.

				Among those who had crossed the English Channel to the Netherlands in order to persuade Charles II to return from exile was Sir Anthony Ashley Cooper, soon to be Lord Ashley. In 1672, serving as Charles II’s lord chancellor, Ashley became the first Earl of Shaftesbury.13 Shaftesbury was to be a leading figure in Restoration England. During the Civil War, he had played both sides, Crown and Parliament, before joining the victorious forces of Oliver Cromwell. After Cromwell’s death, Shaftesbury then helped to restore Charles II to the throne. But he remained a vocal critic of royal absolutism, becoming a founder of the liberal-minded Whig Party. He opposed Charles II’s wish for his Catholic brother James to follow him on the throne, and he fell out with the king in 1673. Eventually, in 1682, Shaftesbury fled England for his own Dutch exile. But he fell ill in Amsterdam and died in 1683.

				
				By then, Shaftesbury’s name had been dragged through the mud. When the king first broke with him, the earl’s nemesis, the great French mercantilist Jean-Baptiste Colbert, had reveled in the political downfall of “the most knavish, unjust and dishonest man in England.”14 Meanwhile at home, Lord Ashley’s political opponents accused him of tarnishing “Old Beloved Commonwealth Principles” for the sake of his own private commercial self-interest.

				A public figure, Shaftesbury did have a great number of private commercial interests. He was a “gentlemen capitalist” of the rising English Empire.15 As a member of the gentry class, Shaftesbury owned vast landholdings in Dorchester. Like many Whigs, and unlike many of their Tory political opponents, Shaftesbury was among the more enterprising of English lords. He sought to “improve” his lands and thereby increase their productivity and commercial yields. In that process, land became something more than the property and wealth that sustained gentry class rule. It also became a form of productive capital.

				Shaftesbury was also involved in many commercial projects abroad, although he avoided established lines of commerce with Europe and Asia. He took little interest in New England. If Hobbes famously called the state of nature “nasty, brutish, and short,” Cromwell called New England “poor, cold & useless.”16 Shaftesbury’s private commercial interests concentrated on the West Indies.

				Lord Ashley co-owned a 205-acre plantation in the British colony of Barbados, tended by white indentured servants and African slaves. He also co-owned a ship, The Rose, that participated in the African slave trade. Later investments included holdings in the islands of the Bahamas, Bermuda, and New Providence. Shaftesbury’s private interests sprawled over the West Indies. Not surprisingly, an active concern for Atlantic colonial affairs distinguished his public career. One of Shaftesbury’s biographers claims that after the Restoration, he was “better informed about colonial affairs” in America “than any man in England.”17 In 1672 Shaftesbury created the powerful Council of Trade and Plantations and became its president. For a time, the earl was the closest thing there was to an English minister for North American colonial affairs. In Shaftesbury, the entanglement of private interest and public power was nearly complete.

				
				The result was a propulsive energy. It is difficult to appreciate, after the fact, what a fantastical project the quest for an Atlantic empire was at the time when Shaftesbury and other gentleman imperial capitalists embarked on it. Nothing quite like it had ever happened before. Convention offered only so much guidance. Shaftesbury may have been better informed about America than any man in England, but a thick fog of uncertainty remained.18 At a minimum, any oceangoing commercial venture or empire-building endeavor took months, if not years, even to attempt to execute. No one, including Shaftesbury, could reasonably have expected fulfillment of the Atlantic imperial project within a single lifespan. Desire for power and glory, for piety and profit, and in individual cases who knows what else, all mixed together into the same cocktail of motivation to increase the reach of the English Empire across the Americas—and to make way for more commerce.

				Shaftesbury held one project dearer than others, and that was the colony of Carolina—his “darling.”19 In 1663 he was one of the original eight lords proprietors of Carolina. He had grand designs for the imagined expanse stretching 350 miles from Virginia south to Spanish Florida and by pronouncement westward to “the South Seas.” A decade later, before departing for exile, illness, and death in the Netherlands, the earl could be found frequenting London coffee shops, begging men to emigrate to the colony. The Ashley and Cooper rivers bear his name in South Carolina today.

				As Shaftesbury rose to power, he formed a like-minded circle around him. In 1666, then chancellor of the exchequer, Shaftesbury traveled to Oxford suffering from a liver ailment. A young physician installed a silver tap to his abdomen and likely saved his life. The young physician was also a philosopher, John Locke. Locke joined his new patron’s household in London, earning his keep as a secretary to the Council of Trade and Plantations. Locke even invested in the Bahamas projects, and together the two drafted the (never executed) Fundamental Constitutions of Carolina (1669). Decades after his patron’s death, Locke would go on to write the Second Treatise of Government (1690), a famous critique of royal absolutism that premised its philosophical argument on an archaic “state of nature” when “in the beginning all the world was America.”20

				
				Locke would later be considered a founder of modern liberalism. Indeed, Shaftesbury’s intellectual circle advocated religious toleration and freedom of conscience. Before the Restoration, a few members of Shaftesbury’s group had also been members of the Hartlib circle, followers of the philosopher and statesman Francis Bacon, and of the Prussian émigré polymath Samuel Hartlib, who believed in the possible infinite “improvement” of the world.21 Eventually these sensibilities would crystallize, and the refractions would become the eighteenth-century British Enlightenment. But when it came to politics, Shaftesbury’s circle was not against the exercise of state power. The Restoration was very much a state-building project.

				Among public officials, Shaftesbury stands out because he sought to make colonial American commerce specifically an “affair of state.” Benjamin Worsley, a Hartlibian before the Restoration and afterward a member of Shaftesbury’s circle, explained that the state’s interest in commerce was “widely different from the mercantile part of it.”22 For it was the duty of the merchant to consider not the public interest but rather only his “privatt profitt.” Shaftesbury agreed. The state should promote commerce, an ever more critical source of imperial wealth. But the state must also regulate private self-interest so that commerce might lead to a desirable public end. The paradox that state authority should encourage the wealth-generating capacities of private commerce yet still restrain commercial self-interest—a dangerous impulse that threatened moral and political order—defined mercantilism. It would define the Age of Commerce. The “privatt profitt” motive was not enough. Even when it was active, a long-enduring English political-economic tradition said it must never run unchecked.

			

			
				2. The Mercantilist Tradition

				Tightening the imperial bonds between England and the North American colonies, Shaftesbury and his circle would transform mercantilist doctrines and jump-start a long era of North American commercial development. These men had inherited a worldview, however, that in its fundamentals could already be characterized as mercantilist.

				
				English commerce was flourishing in the early seventeenth century, but in 1618 the Dutch rebellion against Spanish rule cut off the English cloth trade with the European continent, England’s main source of exports, causing a sharp English commercial contraction.23 The hard times encouraged early North American colonization, but at home debate about the causes of the bust focused the English mercantilist cast of mind. The result was three building blocks for Shaftesbury’s generation to work with: the ethical ideal of “commonwealth”; the state theory of “political economy”; and the economic doctrine of “balance of trade.”

				Mercantilism was first a political translation of the religious impulse at work in the concept of commonwealth. The commonwealth was an ideal vision of a “body politic,” consisting of interdependent and hierarchical ranks and orders. The dominant metaphor was anatomical. God was the head. Next came the nobility, down the chain of being. The poorest “sort” of commoners was at the bottom. Organically, the commonwealth functioned to achieve the collective interest of the common (or public) good. It had room for self-interested commerce, but individual acquisitiveness might upset it. The ultimate end of economic life was not private commercial gain. Rather, people should earn a proper share according to their function in the larger body politic. The commonwealth was not egalitarian. Nonetheless, it fulfilled an ethical-religious ideal of fairness.24

				Commercial self-interest was understood to be a formidable adversary, as moralists recognized that it sprang from a source within human nature that was perhaps inexhaustible. In Christian theology, “self-love” was a manifestation of original sin. But medieval scholastics also followed Aristotle, who wrote in The Politics that the natural universe was finite. But in commerce men might seek to “to increase their money without limit,” as human desire was “infinite.”25 Centuries later, in English commercial society, Hobbes noted in Leviathan “a perpetual and restless desire of power after power, that ceaseth only in death,” among men, as if he were stating the obvious.26 Altogether the commercial quest for profit might dangerously unleash infinite human desires. The limitless quest for something essentially finite would disrupt the natural harmony of the universe.

				By the time English colonizers first came ashore in North America, the genie of commercial self-interest might already have been let out of the bottle. English colonizers saw the fish, fowl, and nature of America as “commodities.”27 Reasonably enough, many Native Americans desired to trade with Europeans for things they themselves did not have or could not produce. On this basis, long-distance Native exchange networks, linking the Caribbean to the continent, had long existed.28 Nonetheless, some Indians noticed something different and strange about the English economic personality, and some Englishmen agreed. Thomas Morton, a New England fur trader, speculated that “[Indians] lead the more happy & freer life, being voyde of care, which torments the minds of so many Christians. They are not delighted in baubles, but in useful things.”29 The myth of the “primitive Indian,” unspoiled by commercial interest, was born. In fact, for Indian nations, commerce was inseparable from relations of kinship and friendship, but also from captivity and war-making alliances. Some English colonists attempted to flee their settlements and join indigenous communities. Far more got down to business instead.

				
				A historian once held that capitalism arrived from Europe in America with the “first ships” and that the entire project was little more than a commercial gambit.30 But various means to check capital’s quest for pecuniary gain also arrived that constricted that quest but also lent it validity. The ethical-religious notions at work in the commonwealth ideal traveled to colonial North America. The New England Puritan minister Thomas Shepard worried that commercial self-interest was a “raging Sea which would overwhelm all if [it] have not bankes.”31 The early-seventeenth-century Virginia colony, organized as a joint-stock company in 1606, was perhaps a near parody of commercial England, animated, according to one historian, by “the reckless and single minded pursuit of individual gain.”32 Nonetheless, seventeenth-century England and its colonies abounded with religious denunciations of unbridled individual “covetousness” and “greed.”

				The austere Calvinism of the early New England settlements was a response to the “covetousness” of commercializing England. John Winthrop, governor of the early Massachusetts Bay Colony, was a wealthy lawyer from Sussex, one of the most commercial regions in England. In 1630 he boarded the ship Arbella bound for America and sat down to write “A Model of Christian Charity.” Winthrop’s blueprint for a “city on a hill” was boilerplate commonwealth. God intended hierarchy: “in all times some must be rich, some poor, some high and eminent in power and dignity; others mean and in subjection.” Winthrop asked, “What rule must we observe in lending?” Sometimes it was appropriate to engage men “by way of commerce,” whereas other times it was not. Temptations of “pleasure” and “profit” could never secure moral order. But that did not mean there would not be commerce. There would definitely be commerce. The Massachusetts Bay Colony (1629), after all, was also chartered as a joint-stock corporation, with investors. The great problem would be to reconcile commercial self-interest with the “common good.”33

				
				New England Puritans tormented themselves about the proper balance. Robert Keayne was a London merchant and a member of the 1630s great migration of Puritans to America. In 1639 a fellow merchant accused him of selling six-penny nails for ten cents a pound, an exorbitant profit. Winthrop fined Keayne the extraordinary sum of £200, and Keayne was summoned before Boston’s First Church, where he publicly bemoaned his own “covetousness” while Pastor John Cotton scolded him for trading according to the “false” principle that “a man might sell as dear as he can, and buy as cheap as he can.” That was not “the just price.”34 What was the just price? Cotton alluded to communal norms and the intrinsic value of goods. No one could say exactly how much was too much, but one could have an anxious moral conscience about it.

				These tensions fueled more commerce. Religious scruples might limit commercial self-interest, but in the Puritan economic personality, they also moralized commerce, paradoxically inducing a greater investment in commerce—comprising a contradictory drive. Commercial success, always a matter of great uncertainty, might signal the predestined salvation of the soul. The possibility spawned a Puritan commercial initiative that was anxious but an initiative nonetheless—in the argument of the German thinker Max Weber’s The Protestant Ethic and the Spirit of Capitalism (1905).

				At the time when Keayne was bemoaning his covetousness, in England a translation of commonwealth principles from religious moralizing into government policy making was well under way. Moral denunciation could do only so much. Good laws backed by the coercive apparatus of the state were necessary to harmonize commerce and commonwealth. In this spirit, mercantilist market regulations, regulating everything from prices and wages to the quality of goods, filled many volumes.35 In this way, the state went about the work of “political economy.”

				In seventeenth-century thought, there was no such thing as “the economy” as a distinct sphere from other arenas of human experience, as it is known today.36 In the late eighteenth century, Adam Smith still wrote of “political oeconomy.” Oeconomy, which descended from the Greek root oikos, invoked the prudent management of a household’s economic resources. Smith described political economy as “the science of a statesman,” aimed at achieving “plentiful” resources for national consumption while supplying “the state or commonwealth with a revenue sufficient for the public services.”37 Political life and economic life were entangled. Emblematically, Shaftesbury, one biographer has stressed, was a man of “mixed character, acting from mixed motives” in his private and public lives, to the degree to which they could be separated.38 Political economy would retain this core attribute—the refusal to separate states and markets, the joint pursuit of public good and private interest—throughout the Age of Commerce, far into the nineteenth century. Even if it has not been so dominant thereafter, this foundational mercantilist principle lives on, over the ages, to this day.

				
				While inspired by the ethical need to maintain the domestic commonwealth, mercantilist political economy was born outward facing. Mercantilism was forged in the midst of a series of seemingly never-ending imperial wars among European empires, often over access to colonial commercial markets.39 Child, of the East India Company, defined commerce not in terms of mutual exchange but rather as “a kind of warfare.”40 In the Atlantic, the Iberian powers had first claimed dominion over the Americas. The English settled Barbados in 1625 in part because Spain neglected it. The English had to fight to gain and keep their Atlantic colonies. At war with Spain, Cromwell sent a fleet to the Caribbean in 1654, with the goal of conquering Hispaniola, but England would settle for the violent colonization of Jamaica.41 In the 1660s and ’70s, England fought a series of wars against the Dutch, explicitly over global market access.42 In 1664 Charles II dispatched a fleet to conquer New Netherland, which became the New York colony. English colonization in the Atlantic proceeded thus.

				After the Restoration, in the wake of (yet another) bout of pan-European religious bloodletting between Catholics and Protestants, England’s rulers shifted relatively toward thinking of empire in terms of commercial benefit much more than religious conquest.43 Enough religious slaughter, thought Shaftesbury, and besides, the earl wrote to Charles II, considerations of “trade” were “of far greater import now than ever.” The “Interest of Commerce,” if formerly “neglected,” had in “late years” become an “Express Affaire of State.” For it was “Trade and Commerce alone that draweth store of wealth along with it and its Potency at sea by shipping which is not otherwise to be had.”44 European nations began to suffer from what Adam Smith’s friend and fellow Scottish philosopher David Hume would call “jealousy of trade.”45 Without the wealth generated by Atlantic commerce, Shaftesbury told the king, the English would be powerless before the Dutch and the French (and maybe even the Swedes). It was a difficult and fraught balancing act to defend the commonwealth in the face of commercial expansion at home while promoting commerce abroad on behalf of the state’s geopolitical interests.

				
				In this context, the mercantilist economic concept of the “balance of trade” was a running scorecard tallying which imperial state was winning in the global zero-sum struggle over commerce. The doctrine had philosophical underpinnings, in the same neo-Aristotelian concept of a finite universe in which balance, not increase, was the natural state of affairs. Continuously over time, there could be no increasing returns to economic activity, of any kind—including commerce.46

				As an accounting framework, balance was borrowed from the commercial Italian city-states, such as Florence, Venice, and Genoa, where double-entry bookkeeping enabled merchants to balance their credits and debts, and where Renaissance aesthetic ideals of balance and proportion were prominent. Mercantilists sought to increase national wealth, but they did not live in a capitalist world of exponential economic growth. No one ever had. The concept of a finite universe, with a finite stock of wealth and commerce, reflected what must have seemed an inevitable brute material fact in an economic world where most populations struggled to scrape above subsistence. A surplus must simply come at the expense of someone else—or from untapped riches from a so-called New World.

				In its crudest formulation, a nation knew it was achieving a positive balance of trade when more bullion—gold and silver—flowed into it than was flowing out. The way to achieve that was for the home country to export more goods of a greater pecuniary value than it imported. In today’s economics, this is called having a “current account surplus.”

				Adam Smith would caricature balance of trade doctrine as the ham-handed equation of national wealth with a stock of bullion, as if the goal of mercantilist policies were to stack up as much gold and silver as possible. That was not a complete mischaracterization. “Let the foundation of a profitable trade be thus laid,” declared Francis Bacon, “that the exportation of home commodities be more in value than the importation of foreign; so we shall be sure that the stocks of the kingdom shall yearly increase, for then the balance of trade must be returned in money or bullion.”47 However, recent scholarship has emphasized that many seventeenth-century economic thinkers were far more sophisticated in their analysis of money—more sophisticated than some economists today, who believe money is but a “neutral” device for dispensing with barter, having no “real” effects.48 The most incisive mercantilists recognized that money is a dynamic factor in economic development. For in addition to being a medium of transaction, as well as a unit of account, money may also be a form of credit—and thus a form of pecuniary capital. Credit, at the very nerve center of capitalism, may finance, and thus draw out, more commerce, labor, and wealth-generating enterprise. Increasing returns to economic activity are unlocked.

				
				A quasi-myth, common in economic thought, has it that the origin of capital must be accumulation and savings, or abstinence from spending. The interest rate on loans is then the market price that equilibrates the supply of savings and the demand for investment. Savings can, of course, provide funds for investment. But credit—backed by trust, confidence, expectation, and imagination, if not outright sheer fantasy—can also fund capital investment in new enterprise. Enterprise then creates new wealth, resulting in more savings, and so investment is as likely to lead to savings as savings is to investment.49 Some economic thinkers in the latter half of the seventeenth century very nearly stumbled on this idea.

				Drawing from anatomical commonwealth metaphors, seventeenth-century mercantilists often lamented the scarcity of money by comparing it to a lack of “circulating blood.”50 In Leviathan, Hobbes, for instance, spoke of money as the “sanguification of the Commonwealth.”51 Drawing from prior European practices, English merchant-bankers were beginning to accept deposits of hard currency and issuing certificates in return against them. The certificates exchanged hands as money, thereby increasing money’s circulation. Or merchant-bankers might even make investments in excess of their deposits in reserve, or issue commercial loans in excess of those same deposits.52 Altogether, as if by some process of alchemy, the volume of “bank money,” or “credit money,” expanded. The quantity of money remained tied to the volume of minted, hard currency. But since coin backed the proliferation of bank money, more hard currency might lead to multiplying credits, more capital investment, and thus more enterprise and production for the community as a whole. Adam Smith well understood this process.53 In the United States, after the American Revolution, Alexander Hamilton would preach it.

				The pre-Restoration Hartlib circle of the 1650s, departing from neo-Aristotelian notions of a finite universe, became fascinated with credit money as a source of commercial expansion and civilizational “improvement.” In this revision of classical mercantilist thought, the goal was not to stack up and hoard coin. It was precisely the opposite, to increase the circulation of money and credit so as to multiply commerce and generate new wealth. For this reason, the circle favored low interest rates, which required expanding the quantity, or supply, of money. But demand for money may also determine interest rates. Anxiety during slumps could lead merchants to distrust the future. Out of precaution, they might increase the demand for money, as a safe store of value—rather than lending it out, as commercial capital. The result would be to push interest rates up.54 “High Interest decays Trade,” wrote one English mercantilist in 1621. “The advantage from Interest is greater than the Profit from Trade, which makes the rich Merchants give over, and put out their Stock to Interest, and the lesser Merchants Break.”55 Decades later Child argued in his Brief Observations Concerning Trade and Interest of Money (1668) that “reducing the Interest of Money to a very Low Rate” was nothing short of the “causa causans” of prosperity.56 Since ancient times, the historical record does not contradict the thesis.57

				
				In this context, laws banning usury—high, stifling interest rates—became mercantilist devices. The prohibitions expressed the religious origins of mercantilism. Excessive covetousness in the form of high interest was forbidden, as it threatened the ethical ideal of commonwealth. Yet usury caps also kept interest rates low, which prevented merchant-bankers from exploiting the scarcity value of coin. By undercutting mercantile precaution, the effect of state intervention was to induce greater commercial investment and risk taking. The legal rate of interest in England was 10 percent after 1571. In 1624 it was reduced to 8 percent. In 1651 it fell to 6 percent, where it stood until 1714. From what is known, in practice most English commercial loans hovered around 6 percent in the late seventeenth century.58 Child advocated that government push the English rate down further to the going Dutch market rate of between 2 and 3 percent. Of course, if there were more investments in commerce, and more wealth production, there would be more fiscal resources for interimperial war making—including for Child’s East India Company to fight for market access in Asia.

				All told, the way to ensure that hard money did not drain from the community, halting the multiplication of credit and commerce, was to ensure that exports exceeded imports—to have a positive “balance of trade.” But here again, if at times balance was fetishized, the mercantilists sensed important truths about economic development. The more states secured market access and demand for goods, the larger was the growth of specialized manufacturing. Then and since, manufacturing has been a more dynamic generator of wealth than agriculture. Thus export demand for industry may translate into what a later economist would call a “foreign trade multiplier,” as the extra amount of demand may redound and encourage greater production and innovation on the side of supply.59 Mercantilists supported those home industries that were capable of producing goods for export. Further, colonies could act as consumer markets of last resort, or “vents,” for manufacturers. For even as commerce and manufacturing expanded in unison, urban industry posed risks for the commonwealth—namely, poverty and unemployment if home industry ever slumped. “Rebellions of the belly,” Bacon chimed in, as if England’s rulers needed reminding, and they did not, “are the worst.”60 Mercantilists generally promoted subsidies, taxes, and tariffs to protect employment-intensive as well as hard-currency-earning manufacturing exports.61 They wanted more commercial investment, and they would also target its content—industry. Still today, policies that subsidize domestic manufacturers are called mercantilist.

			

			
				
				3. Mercantilism Transformed

				After the Restoration, Shaftesbury and his circle inherited this mercantilist tradition and transformed it. Policy doctrines, however, are not self-executing. States must build up the capacity to wield effective power. On its own terms, the extension of the English Empire in the Atlantic world was stunningly successful. It set the political and legal foundations for a century of North American commercial development and the first long American economic boom.

				The task was daunting. To put it mildly, mercantilist theory, of whichever vintage, then sharply diverged from practice in England’s North American colonies. No matter how absolutist the pretensions of the Crown were or were not, imperial sovereignty was more aspirational than accomplished. What historians call “composite” and “plural” rule, in which authority was dispersed to different institutions, was common, even inside England.62 Tellingly, joint-stock corporations—subsovereigns of a composite empire—which were owned by private investors, were first granted the task of colonizing North America and governing English subjects.63 The great theorist of unitary and exclusive state sovereignty, Hobbes, in a chapter of Leviathan on “Those Things That Weaken or Tend to the Dissolution of a Commonwealth,” referred to the “great number” of corporations, so many “lesser Commonwealths in the bowels of a greater, like worms in the entrails of a natural man.” Hobbes, it turns out, was a shareholder in the Virginia Company.64
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						European Zones of Encounter with Native Americans in North America, c. 1750 

						Despite European conquests, for centuries Native Americans controlled the vast majority of the North American continent.

					
				
				Of necessity, at the edges of empires especially, sovereignty, the authority to rule, was contested and shared. For in North America, there were indigenous powers. Early on, some European colonizers promoted the myth that Native Americans were vanishing, in order to promote European colonization.65 In fact, Native American nations would long possess the vast interior of North America and would continue to rule the major part of the coastlines long after European contact. Upon arrival, Europeans could ceremoniously plant a flag, erect a cross, and read a proclamation, but none of it meant much on the ground.66

				
				Only slowly did the English expand their enclaves. In 1636–38 the New England colonies, in alliance with the Narragansett and Mohegan nations, unleashed a devastating war against the Pequot, and in 1646 the Virginia Colony had conquered the Powhatan Confederacy.67 Deadly pathogens began to ravage some Native populations, as European power started to fan out from coastal and riverine outposts, whereupon it encountered indigenous political communities, which often governed long-existing Native commercial circuits. By far the most organized Native power in contact with English North America was the Iroquois Confederacy, which had established trading alliances with various Indian nations. Through a trade in animal furs, the Iroquois absorbed early European settler-colonialists into their preexisting commercial networks.68 The brute fact of Native power was one reason men like Shaftesbury focused on the Atlantic commercial relationship between the colonies and the home country. London imperial authorities imagined claiming dominion over the continental interior, but at first it was only a fantasy.69

				In fact, London authorities exercised a rather weak dominion over their own Atlantic colonies.70 In principle, colonial commerce existed to favor England’s balance of trade. The colonies should not produce manufactures but instead should import them from England, stimulating English employment and exports. The colonists must not trade with England’s enemies but must give the home country its commerce. Cromwell’s Navigation Act of 1651 codified a long-standing rule that all colonial trade be conducted in English ships. Few of these laws held sway. Barbados colonists greeted the Navigation Act of 1651 by more or less declaring commercial independence—a right to trade with all European powers. Jamaican colonists commonly traded with the Spanish, and Spanish “pieces of eight” minted from the silver mines of Potosí provided the initial “sanguification” of nearly all of England’s colonies. English colonists also sought out cheap Dutch credit and shipping.71 The violations committed by New England were almost comical. Massachusetts blatantly pursued its own mercantilist policies. The colony encouraged its own manufacturers, regulated its own prices and wages, and minted its own silver coin.72 New England’s commercial economy attempted to duplicate England’s. For this reason, Caribbean planter Ferdinando Gorges complained in a 1674 memorial to Shaftesbury’s council that New England was of limited value to the empire and more “Injurious” than “profitable to this Kingdome.”73

				
				Shaftesbury’s first order of business was to reaffirm imperial laws and norms already on the books. He also supplemented them. The Navigation Act of 1660 confirmed the principle that English colonial trade must take place in English ships. The 1660 act also mandated that an English ship must be owned and captained by an English subject, with a crew three-quarters English. In a departure, the act specified “enumerated commodities” that could be exported from the colonies only to England. These staples raised the most revenue for the Crown—sugar and tobacco, chiefly. The subsequent 1663 Staple Act declared that all goods passing in and out of the colonies to Europe, not just enumerated ones, must land in England first, where they would be taxed before reshipment. The preamble to the 1663 ordinance made its purpose clear. It sought to create “a greater correspondence and kindnesse” between England and its colonies, which meant subjecting the colonies to a “firmer dependance.” The new regulations would “farther imployment” in England, increase “English Shipping,” and “vent” English “manufactures” to colonial buyers.74

				The Navigation Acts established the imperial objectives. Shaftesbury had adversaries, in and out of government, who did not believe England should commit itself to the continued colonization of North America.75 It would be a mistake to exaggerate the earl’s influence. Yet until he fell out with Charles II in 1673, Shaftesbury was the driving force behind installing an effective American colonial policy. The touchstone was the mercantilist premise that the state must direct long-term commercial development for the good of the imperial commonwealth, however defined. Even when “the merchant trades for a great deale of Profit,” Shaftesbury reminded the king in 1669, it may still be possible that “the nation loses.”76

				The Navigation Acts required new imperial administrative and legal capacities to implement them. The colonies were increasingly brought under Crown authority, typically granted a colonial assembly but also a royal governor. Shaftesbury’s Council for Trade and Plantations began to meet twice a week.77 The council reviewed colonial charters and acts passed by colonial legislation and also heard colonial complaints. It issued instructions to royal governors. It sought to ensure that colonial exports might be of “greater value, worth and repute.”78 It gathered information to ascertain the balance of trade. A 1668 memo demanded to know “how a due and exact account may be kept of all the commodities exported from or imported into any of the ports or custom houses of this nation to the end that a perfect balance of trade may be taken.”79

				
				At the same time, Shaftesbury practiced a light touch. The colonists’ private commercial interests must not run free, but strategically they must be acknowledged. To ignore them completely would be to risk rendering English sovereignty a dead letter in the Atlantic. Shaftesbury was no absolutist. American commerce was all but left free of corporate trading monopolies (unlike in Asia, the East India Company’s jurisdiction) and opened to all Englishmen. Relatively, the colonists were taxed little. Shaftesbury’s advisers feared that New England was on “the very brink of renouncing any dependence of the crown.” Some recommended sending at the very least a “menacing letter.” In the end, Shaftesbury’s council sent a toothless fact-finding mission.80 He recognized that New England traded with other empires because commercially it had little choice. Probably, to get off the ground, Carolina would have to do the same. Shaftesbury never attempted to make the British imperial political economy a completely closed circuit. There would be “interlopers,” smugglers, and pirates, and the strict enforcement of the Navigation Acts might actually hinder the growth of English colonization and trade.81 Shaftesbury’s governing disposition approximated what Edmund Burke, in the throes of the American Revolution, would later christen “a wise and salutary neglect.”82

				Meanwhile the mercantilist concept of balance began to change. Different colonies must have their commercial interests acknowledged. Properly regulated, they might each contribute something unique to the imperial whole. Commerce was still a zero-sum geopolitical struggle. The Dutch, for instance, must be pushed out of the Atlantic carrying trade. But within the English Empire, burgeoning colonial commerce properly channeled could increase the empire’s economic pie. That was the benefit of “free trade,” in the original meaning of that term: free trade within the empire. Within a well-ordered imperial political economy, everyone might gain from trade, even if the home country enjoyed the positive balance.83
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						British Atlantic Commercial Patterns, c. 1750 

						The British Empire created the necessary political conditions for colonial North American commerce to flourish in the Atlantic Ocean. This is a basic picture of the major commodity trades.

					
				
				If subtle, this idea was nonetheless a momentous shift in consciousness of economic possibility.84 Shaftesbury’s Whig circle was appropriating pre-Restoration Hartlibian, soon Enlightenment ideas about “improvement” and the possibility that an ever-expanding material abundance might transcend scarcity. Locke, secretary to Shaftesbury’s Council for Trade and Plantations, would argue in the Second Treatise of Government that human labor and ingenuity were the true source of value and wealth. Thus Shaftesbury’s circle moved English mercantilism even further away from a strict equation of wealth with bullion. Glimpsed, if only glimpsed, was the possibility that greater commercial investment could lead to increasing returns and multiply wealth—exponential capitalist economic growth.

				
				Shaftesbury’s colonial agenda would reach full maturity only after his exile in 1682 and quick death. In 1685 the Catholic James II ascended to the English throne and attempted to reorganize the North American colonies into something more like his personal dominions. He promulgated more absolutist enforcements of the Navigation Acts. Revolts in New England, New York, and Maryland accompanied the 1688 Glorious Revolution and Parliament’s invitation of William and Mary of Orange to the English throne.85 The Whigs were back in power and favored the interests of commerce at the expense of the landed Tory aristocracy. An expanding public debt underwrote imperial wars abroad. The new Bank of England (1694) provided funding while organizing money creation on new principles. The publicly chartered, privately owned bank held the exclusive privilege to issue paper “bank money” as legal tender. The value of coin remained anchored to a fixed metallic standard, but credit money could nonetheless expand in excess of bullion reserves and fuel commercial investment. The expansion of money capital now hinged on bankers’ expectations of prospective commercial profit. Public and private power mixed, at once propelling long-term imperial expansion and commercial development.86

				
				Meanwhile during the 1690s, negotiations between the North American colonists and Parliament ended with a reversion, more or less, back to Shaftesbury’s status quo. British officers took up their posts in colonial customhouse offices. The Board of Trade—administrative inheritor of Shaftesbury’s Council for Trade and Plantations—was established in 1696. Locke was a member. By now, nearly two-thirds of English revenue came from taxes and duties on overseas trade, funding a powerful English fiscal-military state erected on the basis of wealth-generating commerce. Political-economic debates in England remained contentious, and during the 1720s, the original Whig coalition fractured. But by then Great Britain was primed to become the major Atlantic commercial power. The War of the Spanish Succession concluded in 1714 on terms favorable to the British, and Dutch power in the Atlantic was in retreat. For the next century, the British Empire would square off against the French. But the eighteenth-century British mercantilist political economy was now settled in place in the North American colonies. Colonization proceeded and commerce prospered.

			

			
				4. Roots of Smithian Growth

				From the Glorious Revolution of 1688 until the outbreak of the Seven Years’ War with France in 1756, the British Empire in the Atlantic enjoyed a remarkable institutional stability. The mercantile system induced a long commercial boom. The cumulative process was one of “Smithian growth.”

				When set in its proper imperial context, the concept of Smithian growth helps makes sense of colonial American commercial development. The Wealth of Nations best explains in theory how preindustrial economies might expand wealth production. It is a function of the “division of labor.” Smith famously provided the example of a pin factory. The factory can produce more pins if workers divide the tasks of making a pin among themselves, each specializing at one task. The division of labor occasions an increase in the “powers of labor” in production.

				
				What determines the division of labor? The answer is the “extent of the market,” or the scope for sales. That is, there must be sufficient transactional liquidity—ready markets for goods on the demand side. When markets expand for goods, producers compete for them. They specialize and invest more capital in search of the gains from trade. They do this because of a natural human propensity to “truck, barter, and exchange one thing for another.” It is commercial self-interest, or human nature, that is the mainspring of the division of labor. But the division of labor exists only in proportion to the “extent of the market.”87

				In sum, increasing returns to commerce are possible.88 There is a “Smithian commercial multiplier,” with respect to wealth production for a community as a whole. (The question of distribution within that community is another matter.) The requirements for Smithian growth are interactive and, as demand and supply interactively feed off of each other, self-sustaining. Unhindered, the circular process of Smithian growth would seem to take care of itself. Smith famously referred to an “invisible hand.”89 But how did Smithian growth in eighteenth-century North America first actually come about?

				Shaftesbury’s public and private interests lead directly to the slave plantations of England’s West Indian colonies. The eighteenth-century North American colonies rode their backs to commercial prosperity first. In large measure, the Age of Commerce in North America began with the English imperial commitment to black slavery. Without it, early American commercial vitality would have been greatly diminished.90

				Black slavery was not fated. It was a choice made by England’s rulers. If commerce was a “kind of warfare,” in essence the decision was tantamount to an act of continuous warfare against African and Afro-descendant people. At first, the American colonies were supposed to be a “vent” not only for manufactures but also for the excess population of England. The first waves of migrants were largely Englishmen, many indentured servants. But because of migration, plague, and civil war, the English population began to decrease. Many officials, Shaftesbury included, now argued that England should retain its population.91

				
				Colonization thereafter proceeded through the embrace of slavery. Over time, for various reasons, not all the leading voices in London were for it. Racial slavery’s advocates had to win an argument; there were different visions of empire at stake.92 American colonists had tried Indian slave trafficking first, especially in the Southeast, where the absence of an organizing power like the northern Iroquois Confederacy in the seventeenth century meant political instability—an environment in which slave raiding flourished.93 The joint-stock Royal African Company was reincorporated in 1672 with a trading monopoly on the west coast of Africa. Shaftesbury subscribed, a telltale sign of England’s imperial intentions. By the middle of the eighteenth century, commodities produced by black slaves accounted for 80 percent of all colonial American commodities exported back to the home country.94 Not only did commercial expansion depend on imperial expansion; the possibility of racial exploitation bolstered long-term expectations and spurred on the inducement to invest in North America.95

				The first commercial jewel of the English Atlantic was Barbados. Seventeenth-century colonial Barbados must have been one of the worst human societies to have ever existed. Free migrants simply would not go there. The tropical island, twenty-one miles long, fourteen wide, became riddled with deadly pathogens. The labor of planting and refining sugar was dreadful. Barbados imported 130,000 African captives between 1640 and 1700, and by 1660 there were already more blacks than whites on the island. The Barbados slave code of 1661, which secured common law property rights in human chattel, and set a legal precedent for other English colonies, was draconian.96 That was putting it nicely. Overseers hung disobedient slaves from trees in iron cages, leaving them to die of thirst as examples to others. By the 1710s, in not too dissimilar fashion, Jamaica—first a hub for English buccaneers—was producing more sugar than Barbados.97

				Adam Smith abhorred slavery. Nonetheless, he might have chosen a Barbados slave plantation, not an English pin factory, to illustrate the division of labor. Almost all economic production in Barbados was destined for sale in Atlantic markets. The large capital investment necessary for a sugar plantation was often made on credit, which forced plantation owners to maximize pecuniary revenues. Barbados planters specialized in sugar. The governor noted that every “foot of land,” up to the “seaside,” was in sugarcane.98 Plantations, each of which averaged 250 black laborers, maintained a detailed division of labor. Enslaved blacks were capital assets, priced competitively in Atlantic markets.99 They could be replenished through purchase. All things considered, it was often more economical not to worry over their rapid depreciation—in other words, to work slaves to death.100 The Enlightenment ideal of “improvement” took the form of racial domination.

				
				Barbados, specializing in sugar, had to purchase many necessary economic inputs elsewhere. For pious New Englanders, the Barbados market was a godsend. A good mercantilist, Governor Winthrop had wanted Massachusetts to “exgot” more than it “ingot.” But at first Massachusetts had little exgot besides animal furs bought from Native Americans. Winthrop worried that New England risked commercial collapse. But a Barbados planter wrote to him as early as 1647 requesting “trade for provisions for the belly.” The boom in Barbados sugar production increased the “extent of the market,” as Smith would put it, for New England fish, foodstuffs, timber, and livestock. Winthrop wrote in his diary, “It pleased the Lord to open to us a trade with Barbados.”101 Covetous Robert Keayne soon made his fortune in the West Indian trade. Whether brought about by the Lord or by the invisible hand of the market, both Barbados and New England gained from the trade. Commerce multiplied. West Indian trading credits assisted New England imports of English manufactures. The British Empire’s multilateral Atlantic commercial system of triangular trades began to take shape. After the Glorious Revolution, Puritan leader Increase Mather traveled to London to negotiate a new Massachusetts charter. The English political economist William Petty still suggested that New Englanders give up on their “unprofitable” errand into the wilderness and all relocate to the West Indies.102 But Mather lectured London officials that the West Indian colonies could not exist without New England provisions. Taxes on West Indian sugar flooded the English customs office with revenue. Mather’s logic proved irrefutable to imperial officials.

				British slavery continued to expand. In 1689 the Royal African Company’s monopoly ended, and the slave trade, like all Atlantic commerce, was opened to all Englishmen. The Iberian powers had long dominated the slave trade, and in sheer numbers they would never be equaled. Still, British enslavers brought a total of 2.6 million African slaves to the Americas, the great majority during the eighteenth century. An estimated 391,060 landed in North America, while more than 2 million arrived in the West Indies.103 Black slave labor capitalized a cascading series of export staple commodity booms in the Atlantic colonies.

				
				The southernmost North American colonies followed the West Indian route to commercial success.104 By 1700, Shaftesbury’s “darling” Carolina exported 400,000 pounds of largely slave-cultivated rice. In 1708, Carolina became the first North American colony to have a black slave majority.105 Echoing the 1661 Barbados slave code, Shaftesbury and Locke’s Fundamental Constitutions of Carolina had declared, “Every freeman of Carolina shall have absolute power and authority over his negro slaves.” As with the rule of subsovereign corporations, the authority of the white master was another aspect of “composite” imperial rule in the colonies. If empire always implied “governing different people differently,” as leading historians of the subject have put it, racialized slavery became one possible mode of rule.106

				In 1829 the English philosopher Jeremy Bentham would summarize Locke’s Second Treatise of Government: “Property the only object of care to Government. Persons possessing it alone entitled to be represented. West Indies the meridian for these principles of this liberty-champion.”107 By 1740, Carolina was exporting 43 million pounds of rice. Indigo was a second export staple. To the west, the Indian slave trade declined, as the Creek Confederacy emerged as a formidable power, and Native Americans began to contribute another commercial export staple, deerskins, which were exchanged for guns, horses, and metals.108 Rice and indigo stabilized sales at 75 percent of export earnings in Carolina and very soon in its neighboring colony of Georgia, as well.109

				In Virginia, planters rode a seventeenth-century commodity boom in tobacco to eighteenth-century wealth and power.110 Tobacco was indigenous to America, introduced to the English by Algonquians.111 To cultivate it, planters first relied on white indentured servants. Smaller landholdings, some owned and operated by emancipated white indentured servants, were common. But by the 1670s, available land uncontrolled by Indian nations was dwindling, and the export market in tobacco collapsed. Price volatility in export markets was the scourge of the colonial commercial economy.112 For a time, Virginia erupted into a triangular war among farmers, planters, and Indian nations.113 The result was an outbreak of Indian hating, and by the time the tobacco market boomed again, large planters had further consolidated their power by importing enslaved Africans. Black slaves became cost effective, relative to paying white indentured servants.114 By 1750 in Virginia, there were roughly 100,000 black slaves, about 40 percent of the population. An ideology of white racial domination hardened.115 The Chesapeake colony of Maryland and parts of Delaware followed a similar path to colonial prosperity.

				
				Slave plantations were thus the British Atlantic’s first commercial centers of gravity. Because of slavery, the southern North American colonies remained the wealthiest, after the West Indies. Every British North American colony had slaves. However, over the course of the eighteenth century, the middle and northern colonies, if less wealthy, became considerable commercial players and in some respects were more dynamic than the southern colonies.

				Northern and middle colonies developed more diversified commercial economies. Colonists “wove cloth, crafted furniture, etched silver, published newspapers, painted portraits, and built ships, barrels, houses and cities.”116 Coastal commerce among colonies was vigorous. On the land, barriers to the “extent of the market” remained high.117 Even in the northern colonies, commerce was overwhelmingly Atlantic facing.118 New England, consisting of the colonies of Connecticut, Massachusetts, New Hampshire, and Rhode Island, exported foodstuffs, livestock, fish, whale products, and rum. Its merchant class soon thrived in the Atlantic carrying trades, including the slave trade.119 By the mid-eighteenth century, the middle colonies—New York, Pennsylvania, and New Jersey—were more prosperous. With fertile soils, the middle colonies had more success in the Atlantic grain trade. Philadelphia and New York City had their own merchant elites and eventually superseded Boston as commercial hubs.120 In the northern colonies, over time, assemblies became more representative of the white male population. Relative to the South, greater political equality and a greater entrepreneurial dynamism appear to have emerged in tandem.121 By 1750 the northern and middle colonies were importing more consumer goods than was the South, which passed, despite poor roads, through far more dense local markets. “Slaves spend but little,” noted the Connecticut Reverend Jared Eliot in 1759.122

				Adam Smith did more than explain the process of commercial growth. He also wrote about the coming of a “commercial society” in which commerce—not status, fear, or violence—defined relationships.123 In such a society, every man would become “in some measure a merchant.”124 This was not a community of selfish egoists. Left alone, commerce would lead to an enlightened commonwealth, Smith argued. Eighteenth-century colonial North America, much more the North than the social disaster that was the early West Indies, began to reflect Smith’s moral vision. Coffeehouses, libraries, and theaters appeared. Colonial elites rushed to participate in a British Atlantic consumer culture, sustaining, in good mercantilist fashion, considerable consumer markets for English manufacturers. By the 1750s, North America was the fastest-growing destination for British goods.125 Commercial refinement became a marker of status.126 Pastor Cotton Mather, son of Increase and grandson of John Cotton, donned fashionable London wigs.127 Some religious leaders began to equate commercial gain with spiritual gain, during a wave of evangelical religious awakenings in the 1730s and ’40s, called the First Great Awakening. “Covetousness,” New Jersey reverend Joseph Morgan declared in The Nature of Riches (1732), “makes for the public good.”128 Only the commercial society that was colonial Philadelphia could have produced a character like Benjamin Franklin, the polymath and commercial moralist turned Atlantic celebrity. Franklin dined with Adam Smith in Scotland in 1759, urging him to write a book on commercial colonial policy and lecturing him on the benefits of “free trade” even outside the British Empire.129

				
				London always remained the commercial entrepôt, financial hub, and center of imperial authority. American planters first sold colonial staples on their own accounts, or consigned them to English commission agents, before, in some instances, as in the Chesapeake, local merchants set up country stores. All told, British creditors willingly financed the North American trade.130 The Bank of England oversaw the network of paper-money-issuing banks that funded the eighteenth-century Atlantic commodity booms. Price stability anchored an increasingly sophisticated English capital market for public and private debts. Low interest rates released credit to the colonies, as the 1732 Act for the More Easy Recovery of Debts in His Majesty’s Plantations and Colonies in America made it easier for English creditors to recover “real” property, including slaves. That solidified confidence in English colonial investments.131 Until the outbreak of the Seven Years’ War with France in 1756, short- and long-term interest rates declined in the first British era of “cheap money.” In 1714, the British legal rate of usury fell to 5 percent, but afterward reported market rates, including in the Atlantic trades, fell below that, indicating a willingness to part with money and thus confidence in the commercial future.
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						Interest Rates in the British Empire 

						Low interest rates historically correlate with commercial prosperity. In the eighteenth-century British Empire, they coincided with the “golden age” of North American colonial commerce.

					
				
				The commercial and financial sophistication of the British Atlantic, its chains of credit, bills of exchange, flows of information, and policies of insurance and reinsurance, was impressive. Because local changes in supply and demand reverberated across the ocean, some economic historians characterize the empire as exhibiting equilibrium dynamics.132 It could seem that British Atlantic commerce coordinated itself.

				
				The imperial economy was never a closed circuit. There was smuggling, and trading with imperial rivals was frequent.133 Nonetheless, trade within the British Empire became so mutually beneficial that the Navigation Acts became nearly self-enforcing. Colonists complained about the shortage of coin (colonial legislatures experimented with paper currencies in violation of imperial law), the empire’s refusal to support free immigration, and imperial prohibitions on trade with Latin America. Politically, most colonists sided with the “Patriot” faction of English Whigs, who looked favorably on American commerce and lent less consideration to West Indian sugar interests.134 On the whole, many prospering white eighteenth-century colonial Americans became proud British subjects. By its own standards, the mercantilist project of Shaftesbury and his circle had proved a dazzling long-term success.

			

			
				
				5. Mercantilism, on Balance

				In the final analysis, what is the legacy of mercantilism for the history of American capitalism?

				One legacy is the horror of chattel slavery and the birth of a modern racism that American capitalism has failed to rid itself of down to this day. In almost every human society in the seventeenth and eighteenth centuries, base forms of domination remained the norm. But slavery died out in western Europe. The rise of black slavery in the Americas was a choice made by European rulers and capitalists.

				What about the balance of trade? The eighteenth-century balance of trade between Britain and the North American colonies favored the home country, as mercantilist doctrine said it should. The American colonies usually had a positive balance with the West Indies, while Britain had a negative balance with the West Indies. While figures are impossible to determine with precision, it more or less all came out in the imperial wash.135

				Did it matter? The Smithian commercial multiplier triggered the expansion of wealth-generating enterprise. Flows of credit sustained commerce, drawing forth more production for markets. Adam Smith landed many body blows against balance of trade doctrine in The Wealth of Nations. He defined national wealth with respect to the “exchangeable value” of the goods that a nation produced, regardless of its trade balances. The standard later inspired more modern metrics, such as today’s gross domestic product (GDP). By that criterion, the British North American colonists grew very wealthy under the British “mercantile system.” The West Indies remained the wealthiest colonies, because of the market value and labor of their slaves. But North America closed the gap. In 1700, on a per capita basis, Barbados was 50 percent wealthier than the North American colonies. By 1800, it was only 20 percent wealthier than the new United States.136 The best rough estimate is that American colonists achieved per capita income growth somewhere in the neighborhood of 0.5 percent per annum, which, in preindustrial times, was a lot. The presence of conquered land and natural resources meant American colonists enjoyed even greater advantages in living standards. By the eve of the American Revolution, “the average American colonist ate better, was taller, and lived longer than did the average Englishman” and probably the average person anywhere.137

				
				Some historians pose a counterfactual, wondering if in the absence of mercantilist restrictions, the American colonies would have fared even better.138 The question abstracts too much from what actually happened. Smithian growth in British North America took place within the long post–Glorious Revolution political-economic settlement. The colonies had limited internal commerce or access to overland markets. They grew rich selling overseas to British markets that provided them a critical source of effective demand. Parliamentary legislation constantly aided colonists. A 1705 law favored New England ship timber over Baltic imports. A parliamentary bounty of 1748 subsidized Carolina’s production of indigo. At the same time, the imperial touch remained light. By 1750, without a murmur from Parliament, 80 percent of colonial grain exports were bound for southern Europe.139 The British Empire promoted investment in colonial North American commerce. Finally, from the perspective of the home country, colonial America made great contributions to British wealth and, arguably, to the coming of the industrial revolution.140

				Thus the imperial conquest of space instilled confident expectations over time. In the Age of Commerce, the Smithian “extent of the market” was largely a geopolitical phenomenon. In practice, preindustrial Smithian growth was spatial, achieved by the extension of commerce and production for markets across territory. What British mercantilism did was to transform the North Atlantic into a vast imperial trading zone. Expanding territory was what empires instinctively sought to do. Over history, empires have proved to be very effective extenders of commercial markets across space, thus ensuring market demand for their various subjects. Smithian dynamics appeared within all European empires, as well as in Mughal India, Tokugawa Japan, the Iroquois Confederacy, Qing China, the Ottoman and Persian empires, and the sub-Saharan Bornu Empire (and long before, it seems, in the Roman Empire).141 The historical record is very clear. “Free trade” has always been an achievement of the legal infrastructure of state power.142

				Adam Smith imagined what commerce would look like in the relative absence of the state, a rightly celebrated thought exercise but nonetheless only that. Smith himself knew that state policies mattered, and advocates of the “free market” today would do well to read past book one of The Wealth of Nations. Smith’s critiques of a “mercantile system” that, at times, equated wealth with bullion and, to some degree, became corrupt over the eighteenth century resonate to this day. But in their most sophisticated forms, many mercantilist precepts deserve a more balanced assessment. Money and credit have been, and are, the nerve centers of capitalist economic development—hardly “neutral.” In the course of economic development, manufacturing has proved to be a dynamic element. Barring the first industrializer, which was England, most every economy that would ever industrialize, including the United States, would do so under a protective tariff. For these reasons, in fact, while the British Empire triggered a long American commercial boom over the eighteenth century, by the end of that century it did limit North American economic development by proscribing the colonists from printing their own credit monies and encouraging their own manufactures. The colonists grew rich off what today would be called a global commodity “super cycle.” The larger point, however, is this: for good and for ill, states have illustrated the capacity to orchestrate long-term economic development.

				
				Lastly, we must consider the fundamental mercantilist assumption that denied the sphering of politics from economics, the public from the private, and the state from the markets.143 The notion that private interest and the public good might productively entangle would persist into the American Revolutionary era, but so would a deeply moralized suspicion about the tensions between the two. Already in Shaftesbury’s own lifetime, a familiar note sounded in the cynical uproar concerning less the results of his policies than anxiety about his motivations. The poet John Dryden’s Absalom and Achitophel (1681–82) poked the first Earl of Shaftesbury:

				
					The next for interest sought t’embroil the state,

					To sell their duty at a dearer rate;

					And make their Jewish markets of the throne;

					Pretending public good, to serve their own.144

				

				Was Shaftesbury a true commonwealth man or a conniving knave? Is it ever possible for individuals—especially those with immense power and considerable private interests—to really act disinterestedly on behalf of the public good? Or in the end, was Aristotle not right that once the genie of commercial self-interest is out of the bottle, we are all, the powerful and the powerless, slaves to our own limitless desires?
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