THE POWER OF POPULATION GROWTH:

HOW CHINA AND INDIA’S RISE AS TRADING POWERS MIRRORS

AMERICA IN THE NINETEENTH CENTURY

New research by an economic historian suggests that we should not be surprised at the rise of China and India in recent years. Paul Sharp has examined the rise of America as a global trading power in the nineteenth century, and suggests that this has little to do with globalisation, and was mostly the product of phenomenal population growth.

Indeed, it turns out that the increase in wheat trade between the UK and the United States in the nineteenth century had little to do with falling barriers to trade, but was in fact simply linked to a rise in production in the United States. This in turn was almost certainly the result of large-scale population growth as immigrants flocked to America and became farmers.

The statistical analysis shows that a 1% increase in US production led to a 3% increase in UK imports. US production increased well over 1,000% in the course of the nineteenth century.

Dramatic developments in the world economy at the time have caused modern economic historians to give the second half of the nineteenth century the epithet of ‘the first era of globalisation’.

Most people think of globalisation as a modern phenomenon, but in many ways the world was more globalised in the nineteenth century than it is today. There were very few barriers to the movement of goods and services. Nearly the whole world shared a common currency: gold; and passports and other obstacles to the mobility of labour were almost unknown. Two world wars and the Great Depression of the 1930s sent globalisation into a tailspin and it is only now that the world economy is recovering.

To understand the origins of globalisation it is therefore necessary to understand why it was that intercontinental trade started on a large scale in the nineteenth century. The funny thing is that economic historians don’t see increasing trade as evidence of globalisation in itself.

They want to see ‘market integration’: a fancy way of saying that prices of commodities in different countries and continents should be influencing each other and ultimately becoming equal to each other. If prices were different in two countries with no barriers to trade, then everybody would buy from the cheaper market to sell in the expensive market: a situation which obviously is unsustainable. This is of course only possible if there aren’t prohibitive barriers to trade such as tariffs and transport costs.

One of the first goods to be traded on a global basis was wheat. In 1829, Britain imported just 1 quarter (nearly 300 litres) of wheat from the United States. By the beginning of the twentieth century, this had increased to over 9,000 quarters and has been described as the ‘American grain invasion’.

It has previously been assumed that falls in transport costs, as shipping moved from sail to steam, caused the increase in trade in the nineteenth century. This meant that cheap grain from America was able to ‘invade’ densely populated Britain where prices were higher. And indeed, there is a wealth of evidence and research showing that grain markets were becoming more integrated.

But new research shows that the increase in trade in the nineteenth century had little to do with falling barriers to trade, but was in fact simply linked to a rise in production in the United States. This in turn was almost certainly the result of large-scale population growth as immigrants flocked to America and became farmers.

So the increase in trade had less to do with globalisation than with an increase in population in the United States. In fact, the statistical analysis shows that a 1% increase in US production led to a 3% increase in UK imports. US production increased well over 1,000 per cent in the course of the nineteenth century.

Does this conclusion have any lessons for the globalisation of today? We know that the world is much less globalised now than in the nineteenth century. Is it then surprising that China and India have burst onto the world stage in recent years?

Their populations have been outpacing those of western economies for years, so it should be little surprise to find that all your children’s toys and your electric appliances are manufactured in China, even though the European Union’s Common Agricultural Policy means that Britain is unlikely to be enjoying cheap imports of non-European foods any time soon: another way in which the nineteenth century world was way ahead of that of the twenty-first century.

ENDS

‘The Foundation of the Atlantic Economy’ by Paul Sharp was presented at the Economic History Society's 2007 annual conference at the University of Exeter Friday 30 March to Sunday 1 April.
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