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The eighteenth century is usually held in high regard amongst Scottish historians. By generously dispensing labels such as “Empire”, “Enlightenment”, and “modern”, they seem to agree that progress was a generally observable phenomenon, and that Scotland took her fair share in all its benefits. Accordingly, Scotland’s economic performance has normally been assessed in positive terms, too. After a turning point, suggestions for which have ranged from 1740 to 1780
, a transformation of the economy towards a modern and industrial framework is thought to have occurred, within which trade has occasionally been attributed a crucial role. Yet a meaningful answer to the question of whether, when and to what extent there was intensive economic growth
 depends upon the chronological and conceptual framework chosen. In this context, overseas trade renders itself most useful for an economic analysis: it is the only component of national income for which detailed statistics have survived. More crucial, therefore, than establishing the mere commercial long-term fluctuations, is the correct assessment of trade’s share in economic activity (GNP). The present paper thus contributes to an as yet largely inconclusive debate regarding the time framework of Scotland’s eighteenth century economic development.

The following paper is divided into two parts. First, the quantitative framework of Scottish overseas trade fluctuations 1700-1783 will be established (with a focus on 1700-1760). This discussion will be supplemented by a static and dynamic analysis. Its “static” components will analyze the composition of the Scottish trade volume (mainly exports). The “dynamic” analysis will examine the closeness of movement between overseas trade fluctuations and available index figures for domestic economic activity over time. The conclusions will be:

(a) Prior to at least 1760, overseas trade fluctuations and fluctuations in domestic economic activity were only weakly correlated. Therefore,

(b) trade could not have a large impact on per capita income growth, partly because

(c) the sustained increase in the Scottish volume of trade, driven by the colonial trades, between 1736 and 1776 coincided with times of macro-economic stagnation and depression.

(d) The considerable commercial dynamics would not alter this situation, as the exports-to-GNP relation was too tiny in order for it to act as a stimulus to the economy.

I

Between 1700 and 1770, the Scottish overseas trade volume increased by c.600 per cent. Commercial expansion was marked by the characteristic eighteenth century cycle (1736-1776), only interrupted by a short, yet considerable slump 1753-55 (figure 1).
 Although following a largely identical cyclical movement, Scotland’s and England’s overseas trades developed on a radically different scale (figure 2). The Scottish trade volume did not normally exceed five per cent of the corresponding English figure. The resulting per capita trade differentials were considerable. In 1755, for instance, the average English(wo)man handled four times as much trade as his (her) Scots counterpart. This raises certain questions as to the degree of Scotland’s economic backwardness up to c.1760, and the significance of overseas trade as a contributing factor to economic growth. Furthermore, without going into detail, Scottish commerce was biased in three important ways: (i) commodities (tobacco); (ii) ports (Glasgow); (iii) the distribution of the trade volume by countries. Two distinct economic areas emerge from the database compiled by the present author on the basis of a full set of Scottish customs accounts (1755): the “east” and the “west” of Scotland. Glasgow dominated, with a total of 52 per cent of gross total trade handled (figure 3). Glasgow’s commerce however, was based on the importation and re-exportation of unprocessed tobacco and sugar. According to this skewed distribution of gross total trade, America accounted for c. 40 per cent of Scotland’s gross total overseas trade (c.1760). Since the American trades have sometimes been named as a stimulus for eighteenth century Scottish economic development, the examination will now focus on possible links between fluctuations in the overseas trades – dominated by the colonial trades – and Scottish economic growth.

II

Possible mechanisms of trade being an “engine of growth” have been discussed elsewhere.
 The bottom line of these discussions is: (a) an increase in the numbers and incomes of the colonial population stimulated export demand for British goods; (b) trade fuelled domestic economic growth by ways of re-invested profits (in the vicinity of a dynamic port). The following sections will demonstrate that neither scenario obtained for Scotland in the period under consideration. The discussion will commence with structural aspects, i.e. the size and composition of the Scottish trade volume.

(1) In 1755, Scotland’s per capita trade volume was small. It amounted to £0.79 Sterling, or one-fourth of the English figure (£3.23 Sterling).
 Figure 2 suggests that this coefficient is representative for the long run. But what are the implications of this in terms of trade’s share in total economic activity?

(2) The share of total exports in hypothetical Scottish GNP was far too small to have had a significant macro-economic impact. If it is accepted that Scottish per capita GNP could by no means have exceeded the figures imputed for England, the Scottish exports-to-GNP ratio obtains at five to six per cent (1755-59).
 Trade was, so to speak, a marginal economic activity.

(3) Moreover, the structure of the Scottish volume of exports overseas (and by the same token imports) was biased in terms of a limited range of commodities traded and an extraordinarily high re-exports-to-total-exports quota of >50 per cent.

Table 1: The Composition of the Scottish Volume of Exports in 1755-1759

NA, Custom 14. Averages for 1755-1759. Figures for England calculated from R. Davis, ‘English Foreign Trade, 1700-1774’.

	
	
	% of domestic exports
	% of re-exports
	% of total exports
	% of total exports, England (1752-4)

	Grocery, Beverages
	Tobacco
	0%
	79%
	42%
	8%

	
	Sugar 
	1%
	5%
	3%
	1%

	Total Grocery 
	
	1%
	85%
	46%
	

	Textile Inputs
	
	1%
	0%
	1%
	

	Textile Manufact.
	Narrow German
	
	5%
	2%
	

	
	Plain Scotch
	19%
	
	9%
	

	
	Plain Irish
	
	5%
	3%
	

	
	Handkerchiefs
	7%
	
	3%
	

	
	Sailcloth
	1%
	
	1%
	

	total Linen
	
	34%
	11%
	21%
	2%

	
	Woollens
	16%
	
	7%
	33%

	
	Haberdashery
	3%
	
	1%
	

	Total textiles
	
	56%
	11%
	32%
	46%

	Grain
	
	2%
	3%
	2%
	8%

	Base Metals
	Lead 
	12%
	
	6%
	1%

	
	Iron Manufact.
	3%
	0%
	1%
	

	Minerals: Coal
	
	2%
	
	1%
	1%

	Fish
	Herring
	8%
	
	4%
	

	
	Salmon
	6%
	
	3%
	

	
	Cod & Ling
	2%
	
	1%
	

	Total Fish
	
	16%
	
	8%
	1%

	Leather Manufact.
	
	4%
	
	2%
	

	Other
	
	4%
	1%
	2%
	

	Total
	
	100%
	100%
	100%
	


In 1755-1760, re-exports (80 per cent of which was tobacco) accounted for 54 per cent of Scotland’s total exports overseas. Both the patterns of supply of, as well as demand for these were determined on foreign markets. These goods entered and left Scotland without (much) further processing; the links to domestic production were accordingly weak. England was different: Tobacco and sugar accounted for only nine per cent of total English exports (Scotland: 42 per cent). This was only partly due to a generally lower English re-exports-to-total-exports ratio (30 per cent, Scotland: 54 per cent). It is also clear that English overseas trade was more firmly based on domestic output than Scottish commerce at that time, with textiles accounting for 46 per cent (Scotland: 32 per cent), and manufactures for 63 per cent (Scotland: 35 per cent) of total exports. Iron and leather manufactures, which have often been named as important within the “colonial trades(domestic economic growth argument”, only accounted for three per cent of total Scottish exports. These industries did not yet benefit from a large exports-to-output ratio that would allow formulating a scenario of trade-led economic growth.

(4) And finally, a word of caution: Scottish overseas trade, as captured in the available statistics, falls short of the overland trade to England. It probably captures only c.75-80 per cent of total Scottish “foreign” trade in 1760. As exports to England had obtained at c.50 per cent of total Scottish exports in 1707 and thereafter were subject to dynamic expansion similar to the one observable in the overseas trades, it is clear that they must have retained a weight similar to the colonial trades 1707-1760.

(5) As late as 1760, therefore, three-fourths of total Scottish exports still went either to England, the rest of the British Isles or to Continental Europe – and not to America.

Thus, the static view seems to suggest that the expansion in the overseas and overland trades from tiny initial figures was super-imposed on a traditional, largely self-sufficient pre-industrial economy. The dynamic analysis, by comparing output and trade fluctuations over time, will demonstrate that trade did in fact have a negligible impact on Scottish economic performance.

III

In the absence of suitable national income accounting material, excise yields can provide a tentative proxy for fluctuations in domestic output provided the socio-economic and institutional framework is formulated correctly. The Scottish economy remained a predominantly agrarian one 1700-1760, with more than 80 per cent of the population employed in and earning the main components of their income from agricultural activity. Prior to the 1760s, change in farming methods and organization was slow and erratic; productivity levels for the staple crops remained low.
 If there was no or only little per capita output growth in agriculture, the “index number problem” rules out the possibility of significant increases in per capita national income. Thus, the output of select branches of agricultural activity can be expected to have moved in unison with total agrarian output, which in turn is likely to have moved in unison with national income.

(1) Between the 1720s and 1750s, the main branches of total agricultural activity (approximated by the output of beer, ale, malt, candles and hides) appear to have declined or stagnated (figure 4). As population increased slightly, there was also a decline in per capita agrarian output. Under the framework suggested above, this works out at a stagnation (“optimistic scenario”) or decline (“realistic scenario”) of Scottish per capita national income c. 1728-1758.

(2) A long-term decline or stagnation in per capita agricultural output would also have caused export margins for cereals to decline over time. This is exactly what can be observed (figure 6). This decline in net-exports became particularly pronounced after 1740. The same applies to real wages.

(3) The basic assumption is that in the long run per capita national income and real wages moved in a similar direction and that both stagnated or declined c. 1730-1760, the time in which the characteristic eighteenth century trade cycle ran its growth course. Real wages can be approximated by the purchasing power of documented wages with regard to oats (based on the assumption that oats was the main source of calorific intake for the “average Scot”).
 In Scotland, “real wages” were on the decline between 1700 and 1760 (figures 7-8), even bearing in mind all kinds of unquantifiable socio-economic parameters that could have partly offset the observable tendency in the graphs.
 The decline was, however, least visible during the first three decades of the eighteenth century, at the end of which (1740) the parameters would be set for an increasingly unfavourable development.
 If there was a transformation of the economy commencing at that time, it was a negative one towards an impoverishment of the masses.

IV

Certain economic parameters changed in Scotland in and around 1740. These changes are not yet fully understood, but they point towards declining per capita incomes and living standards. In this way Scotland fits the continental European evidence.
 Presumably, the 1738-41 harvest crisis and the Rebellion 1745-6 had their part in halting Scottish economic development between c.1740-1760. Macro-economic stagnation, perhaps kicked off initially by the adverse supply shock of 1724/5 and lasting for ~30 years, prevailed, only to be interrupted by phases of acute depression (1738-41
, 1745-6). It is the more striking that this development coincided with rapid growth in the overseas trades.

But trade was a marginal economic activity. It was dominated by the colonial link and biased towards the importation and re-exportation of primary, unprocessed products. It was confined to a limited range of economic actors and products whose markets were located abroad. These trades in a sense bypassed the Scottish economy. They were neither dependent upon trends in the domestic business cycle, nor did they in any way influence its movements. Commercial expansion failed to offset the negative trends in aggregate supply. In the absence of a large and growing industrial sector and markets for manufactures, the framework of aggregate supply and demand was determined by fluctuations in the harvest cycle. The latter was subject to the dictatorship of a Malthusian framework well beyond the 1760s. Thus for the period under consideration trade can be ruled out as an “engine of growth”.

Figure 1: Scottish Overseas Trade, 1708-1783

Source: Imports, exports, Scotland: National Archives (henceforth NA), Custom 14, missing totals for 1763, 1769: National Library of Scotland (henceforth NLS), Ms 60. Customs yields Scotland: National Archives of Scotland (henceforth NAS), E501/1-76, money and bonds.
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Figure 2: Scotland’s and England’s Overseas Trade Compared, 1708/1755-1783 (£Sterling)

Sources: as Graph 1. Left axis: England; right axis: Scotland.
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Figure 3: Rank Distribution of the Scottish Outports by Gross Total Trade, 1755 (£Sterling)

Scottish Customs accounts, NAS, E504. Commodities valued at 1755 prices in NA, Custom 14.
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Figure 4: The Development of Select Branches of Agrarian and Industrial Output, Scotland 1728-1746

Source: NAS, E551/3-4
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Figure 5: Yields of Old Subsidy and Excise (totals), 1708-1783

Old Subsidy: as in Fig. 1. Excise Yields: NAS, CE6/15.
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Figure 6: Scottish Net-exports of all Cereals (excl. rice), 1708-1776.

Bald, A. The Farmer and Corn-Dealer’s Assistant (Edinburgh, 1780). 
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Figure 7: Real Wages: Skilled Labour, 1700-1780

Left axis: Price level (oats purchasing power), un-weighted average of fifteen price series incorporating oats of different qualities quoted at nine different locations; average 1700-1704 = 100; Right axis: Daily wage for skilled labour, £Scots per diem.

Source: A. J. S. Gibson and T. C. Smout, Prices, Food and Wages in Scotland 1550-1780 (Cambridge, 1995), 305-319
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Figure 8: Unskilled Labour
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� On which the textbooks disagree. R. H. Campbell, Scotland since 1707. The Rise of an Industrial Society (Oxford, 1965), 29. H. Hamilton, An Economic History of Scotland in the Eighteenth Century (Oxford, 1963), 1; C. A. Whatley, The industrial revolution in Scotland (Cambridge, 1997), 20-24; I. D. Whyte, Scotland before the Industrial Revolution. An Economic and Social History c1050 – c1750 (London / New York 1995), 328-333; S. G. E. Lythe and J. Butt, An Economic History of Scotland, 1100-1939 (Glasgow / London, 1975), 102f., 162; T. M. Devine, ‘The Modern Economy: Scotland and the Act of Union’, in: Id. and C. L. Lee and G. C. Peden, eds., The Transformation of Scotland. The Economy Since 1700 (Edinburgh, 2005), 13-33. The latter sees a transformation of economy and society having gained momentum since c.1740. The present analysis will demonstrate why such a view cannot be maintained.


� Per capita GNP growth.


� For a detailed discussion of methods and conclusions see the present author’s forthcoming thesis.


� K. Morgan, ‘Atlantic trade and British economic growth in the eighteenth century’, in: P. Mathias and J. Davis, eds., International Trade and British Economic Growth from the Eighteenth Century to the Present Day (Oxford / Cambridge, Mass., 1996), 14-33.


� This figure might be revised downwards to 3:1 without altering any of the implications and subsequent conclusions. Source and discussion: see working paper (n. 1).


� England: Deane and Cole, Growth, 64, 72, 156, 279, 282. Crafts’ estimates quoted in C. L. Lee, The British Economy Since 1700. A macroeconomic perspective (Cambridge, 1986), 109. See extended paper (n. 1).


� See n. 2.


� The methodology is developed and discussed at length in the present author’s forthcoming article on the 1738-41 macro-economic supply shock in Scotland.


� Pastoral farming might have expanded, but the assumption is that arable farming needs to be assigned a higher weight in total agrarian output.


� Abel, W., Agrarkrisen und Agrarkonjunktur in Mitteleuropa vom 13. bis zum 19. Jahrhundert (3rd ed. Berlin / Hamburg, 1978); P. K. O’Brien and C. Keyder, Economic Growth in Britain and France 1780-1914. Two Paths to the Twentieth Century (London, 1978), 68-76.


� Such as a certain degree of flexibility in the negotiable, non-monetary component of wages which could be manipulated in order to circumvent labour statutes.


� Linear trend (price level) 1707-1739: y = 0.3173x + 98.627; 1740-1780: y = 1.1551x + 69.076.


� Abel, Agrarkrisen.


� Discussed at length in a forthcoming article by the present author.
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