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The object of this paper is to point out some of the shortcomings in
recent studies of capital formation and to indicate from work in a
particular region how these weaknesses may be overcome.' These
aims are based on the premise that the study of capital formation has
both a measurable aspect, concerning the increase of capital stock
over time, and a narrative dimension, concerning the explanation of
the process by which capital formation has taken place.” Most
previous studies have concentrated on the first element to the neglect
of the second, and this narrowing of the subject has resulted in a loss
to our understanding in both respects — to the quantitative aspect
because this would benefit from a greater infusion of empirical
evidence than it has so far been given, and to the study of the process
of capital formation because this has hitherto received little attention.
This over-emphasis on measurement is particularly regrettable for
the crucial years of the British industrial revolution, as the
documentary evidence for this period is too insubstantial to bear
interpretation by a quantitative approach alone. It has recently been
observed that in going back beyond the mid-nineteenth century, data
limitations weaken the value of quantitative national accounting
approaches relative to other methods.?

The paper begins with a review of general issues in order to
indicate the inadequacies of the conventional approach to this
subject, and from a survey of north Somerset 1750 to 1830 an
interpretation of the process of capital formation will then be
suggested. The emphasis is on the general framework and hence
there are no tables of figures.

The process of capital formation is of acknowledged significance, for
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as a recent analysis has pointed out, it is as important to ask how
capital investment was motivated and financed as to know how much
of the growth of output was attributable to such investment.* Yet
there have been no comprehensive answers to the first question.
Well-funded investigations of Merseyside, and of the national eco-
nomy through a project based at the University of Sheffield, have
both produced only preliminary results.’ Smaller studies such as that
by D.T. Jenkins on the West Riding, Ian Donnachie on Scottish
brewing, and J.R. Ward on canal finance, have identified sources of
capital but say little on the processes of its formation.® Business
historians seem primarily concerned with profits rather than with the
composition of total capital employed.” C.W. Chalklin and R.S.
Neale have described the context of capital formation in building, but
are limited to that industry and by their urban settings.® Other studies
on a regional basis are similarly restrictive, especially in concentrat-
ing on a post-1830 or even later period, because of data limitations.’
This suggests that although such deficiencies may be masked by
statistical techniques, the availability of data determines the areas,
periods, and sectors chosen in this field of research just as much as for
the more traditional ‘source-oriented’ historians. A.G. Kenwood’s
study of north-eastern England exemplifies this point.'® C.H. Fein-
stein, although outstanding in his contribution to national aggregative
analyses of capital stock, nevertheless excludes the savings and
finance aspects and thereby ignores the processes of capital
formation.!

There is no lack of challenge in seeking to find out how capital was
formed, and the matter is of importance to economic theory as well as
to empirical economic history since it involves analyses of the flow of
savings, the role of financial intermediaries, and the act of investment
in the creation of capital assets. Conceptual problems arise less from
the difficulty of importing ideas from the study of economics into the
different discipline of history, than from the disparity between
concept and evidence to be found in both fields. In economics this is
indicated by the theoretical problems inherent in the measurement of
capital, as well as in the more practical difficulties involved in the
construction of estimates in developing countries. One eminent
economist has remarked that ‘it is of no use framing definitions more
precise than the subject-matter to which they apply’'? and a doyen in
this field has stated that ‘No standard definition of capital formation
exists at pesent; and I doubt whether one is desirable now’ for in the
pursuit of ‘different analytical purposes and problems’ different
definitions may be appropriate.'* This flexibility of approach is
desirable in the historical context too, if the possibilities of develop-
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ing our knowledge of the processes of capital formation are not to be
constrained.
A definition of capital formation as:

Additions made during a particular period of time to the stock of
goods which are for use in future production. These are both fixed
assets, such as buildings, items of plant and so on, and work in
progress, stocks of raw materials and finished goods.'

has been generally accepted by economic historians, rather than
debated.’> However, if ‘additions’ can be taken to cover both
measurement of capital incrementation and the processes by which it
was made, then it is perhaps a useful definition and preferable to one
substituting a more ambiguous term such as ‘investment’."®

The pre-occupation of some economic historians with the applica-
tion of the economists’ skills of measurement at the macro-economic
level, devising approximations and aggregates to overcome deficien-
cies of data, may account for the neglect of the process of capital
formation. Kuznets defends the concentration on the national eco-
nomy on the grounds that the sovereign state formulates policies,"’
but historians are not for the most part concerned with producing
analyses for policy making, and there are cases where the region is a
much more appropriate and ‘real’ unit for the investigation of
economic change. It may ‘reveal critical relationships far more clearly
than national studies’.'®

The dangers of ‘an excessively aggregative approach’ have also
been stressed, for:

With structural, sectoral and regional change being so pronounced
during the early stages of industrialization . . . national aggregates
and averages can be more than usually misleading.'’

Not only may the national aggregates be misleading, but to employ
capital formation as simply an aggregative concept is unacceptable.
Despite widespread practice, aggregation is no necessary part of any
recognized definition of capital formation: rather it is a chosen
method, which has led to the neglect of alternative approaches.
Research into the process of capital formation requires a continuity
of evidence which is often lacking. Stanley Chapman’s study of cotton
spinning in the east Midlands found sufficient documentation for an
analysis of the financial structure of one firm, and even then for only
thirteen continuous years.’ These difficulties are widely
acknowledged,?! and caution has been urged in the presentation of
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findings which are based to some degree on ‘conjecture and
speculation”.?? Yet some historians have converted speculative con-
clusions into dogmatic assertions, as an example of which Feinstein
has cited R.M. Hartwell’s restatement of the findings of Deane and
Cole on the movement of the investment ratio in the eighteenth
century.?® Even more serious is the insufficient distinction between
historical and statistically derived ‘facts’ to be found for example in
work on the ratio of investment to national income in the nineteenth
century American economy. ‘Dramatic increase’ is claimed, but data
pre-1840 is notoriously deficient on both increases in capital stock and
the size of the national product.?* Such studies demonstrate the need
for more factual information, not only because the available data
have been overstretched in the pursuit of national aggregates and the
testing of hypotheses, but also to ensure that the concept of capital
formation should not be confined within a narrow and restrictive
interpretation which fails to take into account the historical dimen-
sions of the subject.

II

The northern third of the old county of Somerset stretches from the
southern edge of the Mendip hills northwards to the River Avon, and
lies between the mouths of the Rivers Avon and Axe on the west
coast and the towns of Bath and Frome on the east. Although the
application of the term ‘region’ to this physical entity is fraught with
difficulties it is not proposed to argue the case on this occasion, other
than to say that the designation is not an arbitrary one for the area
has both historic credibility and economic cohesion. It was defined by
John Billingsley in the 1790s in his review of the county for the Board
of Agriculture,” and although it had links with both the rest of
Somerset and the port of Bristol (accorded county status in 1373), it
remained separate from each.

Somerset had long been regarded by contemporaries as a rich and
populous county.?® Its wealth rested on agriculture and woollen
textiles, to which must be added for the northern third, paper
making, lead, calamine, stone and coal mining, and the flow of
visitors to Bath. At the beginning of the eighteenth century it was one
of only six English counties with an estimated population of more
than 200,000. By 1831 this had risen to more than 400,000 and the
county then ranked eighth.?”’” More significant than these overall
figures however was the density of population, and in this Somerset
ranked second relative to other counties in 1700 and fourth in 1750,
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although by 1801 it was ninth.?® This loss of rank accords with
estimations of migration and natural increase, which show that
despite Somerset’s doubling of population during this period there
was a continuing loss by migration, particularly during the three
decades after 1751.%° The Census returns by parish show that 45 per
cent of the county’s population lived in the northern third in 1801,
and 47 per cent in 1831.%°

Apart from the Mendips there was in the early eighteenth century a
good scattering of villages in north Somerset, especially around Bath,
described by Camden as ‘a flourishing place, both for the woollen
manufacture, and a great resort of strangers’,>" and south of Bristol
where the settlement had begun to assume a suburban aspect.
Shepton Mallet, Frome, and the ecclesiastical centre of Wells were
already established woollen textile towns. The development of coal
mining centres such as Radstock and Midsomer Norton and leisure
resorts such as Weston-super-Mare and Clevedon lay in the future.
The growth of the former came in the second half of the eighteenth
century, and of the latter in the early decades of the nineteenth
century.*?

The stability of this long established settlement was unaffected for
good or ill by the strong influence of any great noble families. Like
the rest of the county the northern third was governed by a broadly
based gentry whose manor houses were well distributed in the region,
though not in the more inhospitable parts. Several of these families,
like the Eltons of Clevedon Court, had their origins as Bristol
merchants and maintained links with the city and its port. More
rarely others, such as the Stracheys of Sutton Court, established a
political and commercial base in London. Most of the gentry
however, like the Moggs (later Rees Moggs) of Farrington Gurney,
were content to function within the region, furthering both private
and public interest through their activities as, for example, turnpike
trustees, enclosure, and sewerage commissioners. The impact of the
idea of progress and the spirit of improvement in such a society is
difficult to determine, except in so far as such notions were institu-
tionalized in bodies like the Bath and West Agricultural Society,
founded in 1777 and widely supported as its membership lists and
journals show.3* The Society provided a forum for the gentry, clergy,
and men of science and medicine, as well as activists such as John
Billingsley who rose from humble dissenting origins to become a
clothier, landowner, improving farmer, enclosure and sewerage
commissioner, turnpike trustee, and canal and coal proprietor, as
well as writing the report to the Board of Agriculture already
mentioned.
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Important though it was, this growth of amateur, gentlemanly
concern would have been ineffective without a parallel development
of professional expertise. Surveyors and engineers were of growing
importance towards the end of the eighteenth century, but even more
important and from an earlier date were the attorneys, for their role
in the process of capital formation was crucial. Perhaps due largely to
its earlier wealth, and to the tradition of settled, orderly develop-
ment, there was in the county by the second half of the eighteenth
century a body of lawyers sufficiently numerous to meet the increas-
ing demand for their legal services, and with enough professional
awareness to form two of the earliest provincial law societies.>*

Any claims as to the appropriateness and value of an historical
approach to the study of capital formation in a region such as this
must now be tempered by an acknowledgement of the difficulties
involved, and here three constraints must be mentioned. The first
relates to timing, for it is only from the mid-eighteenth century that
there begins that accumulation and continuity of primary evidence
which has been judged essential for a sustained analysis of capital
formation. But although the period of detailed research has been
influenced by this practical requirement, the signs of an earlier
economic activity may nevertheless be found amongst the later
material. For example, although the annual balance sheets of the
Woolley gunpowder mills are available for analysis only from the
later 1740s, partnership agreements show that the works were
founded in the 1720s.% Similar indications for other manufacturing
and mining concerns suggest the importance of the 1720s and 1730s in
this region, especially as these years saw also the founding of the
Bristol Turnpike Trust (1727), and the construction of a tramway
(1731) for the transport of Bath stone to the newly navigable River
Avon (1727).%° Indeed, although there is insufficient evidence to
study these decades in detail, the founding of these ventures in a
relatively stable society with a functioning legal system and security
of property, and a considerable degree of craftsmanship and spe-
cialization, suggests that by the early decades of the eighteenth
century this region had reached a stage of readiness for more rapid
economic development. This responsive environment may then have
encouraged further change by providing both an expectation of
growth and a context within which it could take place, for there was
in north Somerset none of that ample endowment with natural
resources which stimulated the development of some other regions.

The second constraint relates to the range of evidence available,
for this is inevitably limited by special circumstances. Thus primary
sources may have survived because they were of an institutional
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nature (the papers of turnpike trusts, improvement commissioners),
because they constituted a legal claim or title to land (enclosure
awards), because they authorised the collection of a rate (drainage
commissions), or because they had been filed with family or estate
papers (mining and manufacturing concerns). Not only does this
mean that the detailed and continuous evidence being sought has
rarely survived for significant areas such as residential building,
routine agricultural investment, and many manufacturing concerns,
but also that even amongst the most fruitful sources such material is
unlikely to be comprehensively available. For example, although the
papers of the Bath Turnpike Trust have been well-preserved since the
renewal Act of 1757, almost nothing survives for the neighbouring
Bristol Trust before the official returns of the 1820s and 1830s. To
some extent these difficulties can be eased by reference to secondary
sources, but there remains a great problem of assimilation, of judging
the weight of generalization which can be borne by the possibly
untypical evidence. However these problems may be no greater than
those of the aggregation of data on a statistical basis, and there are
even certain advantages, for the precision of the particular is not lost
within the aggregative whole, and the extent of the generalization is
likely to remain clear.

Thirdly, much of the material which does survive is often not in a
form capable of yielding easily the kind of information being sought.
This problem may be illustrated by reference to the financing of
enclosures, and of the turnpike trusts. Evidence on the former
seemed to be entirely lacking for this region, for in only one case was
an enclosure award accompanied by commissioners’ accounts, and
very little extra-award material survives. But a close study of the
awards has shown that in almost all cases the enclosure was financed
by the sale of land, the recorded details of which include the capital
sum thus raised. It may seem a sleight of hand to transmute this land
transaction into a capital investment, but when allowance has been
made for administrative costs the expenditure of the sum remaining
served to extend the capacity of the commons and waste lands in
terms of space and time. In the one case for which a full and orthodox
financial account is available, the capital sum raised by land sale
tallies exactly with that spent on the enclosure.?’

The documents put to fresh use for the turnpike roads are the
mortgage deeds of the Bath Trust. These have survived because when
paid up they were stored by the clerks to the Trust, in bundles
according to their final ownership. These collections can be unravel-
led, for each individual deed carries details of the initial transaction
on its face, with all subsequent changes of hand in what may be
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regarded as a secondary market, recorded as endorsements. Again
there is the problem of administrative costs, as well as the matter of
repairs as opposed to new works, but because the mortgage deeds
show when capital sums were actually raised and not merely when
they were authorised, this material provides evidence of investment
in the roads which is more satisfactory than that derived from Acts of
Parliament. The understanding of investment decisions is enhanced
by evidence from the minute books.>®

These examples have a two-fold interest, for not only do they show
how unpromising material may yield significant information, they
also suggest that regional evidence may open to question some
accepted generalizations on a subject. Thus the evidence from north
Somerset challenges the view of some modern agricultural historians
that enclosures were rarely financed by land sale. It also raises the
possibility that waste land enclosure costs were high because large
capital sums could be raised more easily by land auction than by the
imposition of a rate, and not simply because of topographical
problems as is generally thought.>. In the case of the turnpike roads,
the foundation of Feinstein’s aggregates is acknowledged to be the
work of J.E. Ginarlis, whose estimates are based on a backward
extrapolation from the 1820s with guidance from a number of trusts
for which details of expenditure are available. The crucial assumption
behind this procedure is ‘that trust mileages had remained constant
over the period 1750-1822 and that expenditure patterns similar in
the 1820s did not change from 1750°.*° But this ignores the signi-
ficance of the renewal Acts. The Wells Turnpike Trust is included in
the sample through which Ginarlis justifies this assumption yet its
mileage rose from 26.25 to 37.0 miles in those years. This was not
unusual, for that of the Bath Trust more than doubled in the same
period, from 20.15 to 48.47 miles.*' The fact that no turnpike
network in this region emerged fully-fledged in the year of its
inception has important implications for the continuing construction
of new and amended roads.

The value of this factual, historical evidence is more than that of a
corrective to generalizations and aggregations at the national level
however, for despite the constraints of the primary material there are
several ways in which it can make a positive contribution to the
understanding of the process of capital formation. First, the rela-
tionship between the sources of capital, the mechanisms by which
funds were channelled into capital projects, and the particular form
and structure of the assets thus created may be identified. Second,
any archival material capable of providing a continuity of evidence on
the financing of individual undertakings in the major sectors of the
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regional economy may be retrieved and reconstituted, and then
analysed in order to measure such features as the increase in physical
stock, the costs involved in the creation of fixed assets and their
distribution, the relationship between fixed and circulating capital,
and the returns to productive investment. Such an approach, it may
be noted, overcomes the narrow concern of aggregative studies with
fixed capital alone. Third, the relationship between capital invest-
ment and the overall pattern of economic change may be explored as
a matter of importance for the region itself, and as a basis for
comparative analysis, though this exercise is handicapped by the lack
of similar studies for other regions in these years.

II1

Several generalizations in support of these three contentions may be
drawn from a study of this subject in north Somerset, though the
detailed evidence on which they are based lies beyond the scope or
intention of this article. On the first matter, although the ‘plentiful-
ness’ of capital and the range of investment opportunities were both
important, the existence of specific outlets for capital from particular
sources was of greater practical significance. These linkages were
largely shaped by the legal provisions authorizing different undertak-
ings. Some were quite specific so that, as already noted, parliamen-
tary enclosure was financed by the compulsory sale of land. Others
allowed for the channelling of small savings into particular outlets,
through for example the risk-free and marketable institutional mort-
gages offered by the turnpike trustees and improvement commission-
ers. The importance of this linkage may be seen from the fact that
although those who managed these public bodies (eg the gentry,
coalmasters) gave readily of their time they rarely made a financial
investment, perhaps because unlike the small urban savers (eg
upholsterers, lodging house keepers) they had better alternative uses
for their funds.** The linkages offered by the agreements under
which mining and manufacturing partnerships operated were flexible,
but no less important. The interlocking partnerships of the coal
proprietors for example allowed the costs of new ventures to be offset
by the profits of established pits, and it may have been the failure of
the free lead and calamine miners to develop such supportive
networks which left them unable to come to terms with their capital
requirements, especially in the matter of drainage.** The woollen
industry in contrast was dominated by independent, often large-scale
clothiers, able to meet their capital needs from within the industry
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chiefly because of its long-standing importance in the countryside,
especially in the eastern part of the region where it flourished as part
of the larger West of England cloth industry, and its well-established
trading patterns.**

The importance of creating appropriate legal entities for the
handling of funds and the formation of assets must also be noted. The
sewerage commissioners for example were repeatedly reassured by
counsel that their powers extended to the undertaking of comprehen-
sive new drainage schemes, but they declined to put this opinion to
the test because they feared that the creation of new works towards
which proprietors had no traditional obligations might jeopardise
their personal finances. An Act of Parliament authorising a separate
body of commissioners to finance and execute the new work had
therefore to be obtained in each case.*> The commissioners of sewers
evidently felt themselves less well-protected than others such as
turnpike trustees and enclosure commissoners, who were similarly
involved in public capital investment but without the fear of private
assets being placed at risk. Of course the view as to what constituted
an appropriate legal entity might change over time. Thus the
pre-Bubble Act unincorporated joint stock Bristol Brass Company
with its several branches in north Somerset was thought to have
become so unwieldy by the 1780s that it was re-formed as a
partnership. This move was made possible by the fact that the funds
previously recruited from a large body of shareholders had become
available from other sources, namely the Harford merchant family of
Bristol, and the Bristol Fire Office.*®

Further, because the pattern of linkages here described constituted
an imperfect capital market, this would seem to be unfruitful ground
in which to look for movements between for example agricultural
profits and transport investment. It can be shown that individuals
took advantage of opportunities which would bring them practical
benefits as well as financial returns, as when some coal masters
invested in the coal canal.*” But although evidence is limited it
appears that changes in financial returns alone were not always
enough to attract funds from other uses. Thus, although the con-
tinuing investment in coal mining, canals, and enclosures in the 1790s
suggests there was then no overall shortage of capital, yet savings
were not forthcoming for the Bath Turnpike Trust in the years after
1793 until 1801, despite the raising of the rate offered from 4.0 per
cent to 4.5 per cent in 1793 and to 5.0 per cent in 1797.*® The
situation with regard to several manufacturing concerns in the region
was more open, chiefly because of the interest of the Bristol merchant
community in this outlet for surplus funds, and the network of
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personal and institutional contacts through which long-term capital
investments could be made. Short-term finance was also important as
it allowed for considerable mobility of funds. Of the sum of nearly
£80,000 borrowed in the course of the 1760s by a copper company
working on five sites in north Somerset for example, one-third of the
loans came from banks and were held for an average of 44 months,
and two-thirds came from other Bristol sources (mainly merchants,
tradesmen, and women) and were held for an average of 4 years.*
Reference must also be made to the activities of attorneys in the
process of capital formation. Their importance rested in general upon
the devising of an appropriate legal framework within which bodies
could operate, and in particular upon the development of financial
instruments through which savings could be channelled. The raising
of funds on the security of land was a long-established method of
easing financial constraints, but even when this was extended to land
containing paper mills or coal mines, it is likely that these transac-
tions continued to take place within a personal market in which
attorneys matched the needs of their different clients.>® But from at
least the mid-eighteenth century the importance of attorneys in north
Somerset extended beyond this role, for they actively promoted the
growth of an impersonal capital market. This was achieved through
what will here be described as the institutional mortgage, by which as
a result of advertisements on turnpike gates and later in newspapers,
funds were recruited from unknown clients for investment in public
utilities. There were two important consequences of this develop-
ment : it facilitated the building up of the infrastructure of the region,
most notably the road system, and it promoted the growth of a local
securities market for these financial instruments were in small easily
sold units. The volume of such transactions (in 1764 mortgage deeds
of the Bath Trust to the value of £5,850 were re-sold, representing
nearly 50 per cent of the total mortgage debt of £12,000), and the
number of deeds held for only short periods, suggest that this
financial market may have performed a quasi-banking function.’!
On the second question, some tentative generalizations may be
made despite the difficulty of achieving a breadth and continuity of
evidence on the increase of capital stock in the region. For example,
investment in the turnpike roads was most active in the three decades
after 1750 and again in the 1820s and 1830s. With some exceptions
due to the circumstances of individual trusts it remained low in the
intervening years, although from the 1790s the rate of investment in
agriculture (through enclosures, drainage, and farm making) and in
canals was increasing. A continuing low rate of increase of capital
stock in mining and manufacture indicates the small annual incre-
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ments through which such activity could be maintained. The rela-
tionship between fixed and circulating capital can be satisfactorily
studied for the manufacturing concerns only, but here some interest-
ing evidence emerges. The organization of the woollen cloth industry
on a putting-out basis, especially before the introduction of spinning
mills from the 1790s, suggests that circulating capital was likely to
have an importance relative to fixed capital which would distinguish
this form of manufacture from others in the region. But such a
generalization is difficult to sustain because these proportions varied
so greatly in the more integrated undertakings. Thus at the brass and
copper works raw material stocks were generally high, so that at the
former in the years 1779-84, fixed capital represented only 12 per
cent of the combined assets. Yet at the gunpowder works, which had
to carry large stocks because of the importance of its foreign suppliers
and customers, this proportion was more nearly 40 per cent. Perhaps
the fixed capital embodied in water-powered mills was of greater
significance relative to circulating capital than has generally been
thought, and if this was the case for the powder mills it was probably
even more true for the grain and paper mills of the region with their
more local trading networks.

An investigation of the profitability of the capital employed
prompts the question of whether there was some optimal point in the
relationship between fixed capital and stocks which was most likely to
promote an efficient use of the physical assets. Evidence is limited,
and enterprises are in any case likely to have had different ‘ideal’
positions because of variations in the cost and supply of raw materials
and in conditions of sale. Nevertheless it is possible to suggest
tentatively that when fixed capital was 20 per cent to 25 per cent of
the total inventory assets (as at the re-formed Bristol Brass Com-
pany, after the new partners had taken immediate steps to slim down
stocks in the late 1780s), then this was a proportion likely to promote
efficiency as judged by the profitability of the capital employed.

Third, there is the matter of the relationship between capital
formation and economic change. The pattern which emerges from
the evidence on north Somerset is that of two levels of economic
activity in these years : first, the general internal developments which
may be termed land- or resource-based, and second, the externally
financed manufacturing enclaves which may be termed capital- or
trade-based. The former include the enclosure, drainage, coal min-
ing, river, canal, and road transport undertakings, all related to local
needs and mostly financed from within the region. On the whole
these were large in structure, but the capital input was either built up
slowly (mining and farm making), compiled from small separate
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contributions (turnpike mortgages, canal shares, drainage rates), or
even realised by the sale of assets (enclosures). Although one of these
spheres of investment (agriculture) was perhaps as profitable as those
at the second level, and another (the coal canal) was certainly so,
returns were generally lower because of the need to offset gains by
losses (mining), and through the limits on the institutional rate
(turnpike trusts and improvement commission). There is no evidence
that banks played a role of any importance in these undertakings until
the early decades of the nineteenth century. Loans enabling enclo-
sure schemes to get underway came from local gentry, and turnpike
finances were handled by trustees (eg a wine merchant). There was a
network of local suppliers (eg of candles and gunpowder for the
coalmines), but there is no evidence that credit was an important
factor in their operation, and indeed surviving accounts show the
regular settlements of debts. This may have been because the
undertakings in this first group were labour rather than capital
intensive, and although the end product was a significant item of fixed
capital (a mine or a new road) there was a long period of construction
during which wages and other small payments had to be made.
The manufacturing ventures at the second level of economic
activity (gunpowder, copper, brass, and glass making) were not
themselves necessarily large in scale, but they were part of an
extensive network of foreign and coast-wise trade, credit facilities,
merchant capital and banking support, centring on the port of
Bristol. To the merchants of that city, north Somerset offered scope
for investment and expansion on accessible, water-powered rural
sites. There were of course other, longer-established manufacturing
concerns in the region (woollen textiles, paper making, brewing,
distilling, and iron founding), but apart from the first these are to be
classified with resource-based developments, using local capital and
supplying largely local customers, rather than as part of Bristol’s
shipping and credit network. It is unfortunate that there is little
surviving evidence about them to suggest exceptions to this gener-
alization, but perhaps the very fact that the records of local paper
makers or iron masters were less likely to survive than those kept
‘ship-shape and Bristol fashion’ by entrepreneurs engaged in a wide
range of ventures, may serve as a further indication of the distinction
here being drawn. In the case of the woollen industry classification is
more difficult, but to regard it as capital- or trade- rather than
resource-based would seem appropriate. This is because although in
the period under consideration English wool was still widely used,
and the home market was gaining an increasing precedence, yet
foreign (chiefly Spanish) wool continued to be of great importance in
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a system of manufacture which was enmeshed within a network of
international trade, and which was controlled by capitalist clothiers
through their financing of both the domestic and factory stages of
production. Indeed the fact that in the mid-fourteenth century this
industry began to move from its manufacturing and trading base in
the port of Bristol, into the countryside in search of water power and
a freedom from restrictions, makes it a forerunner of the pattern here
being described for later years.

Two areas have received less attention than they deserve in this
analysis : general investment in agriculture, and residential building.
In both cases primary evidence is hard to come by. However, nothing
in the secondary literature on farming conflicts with the observations
already made about the financing of land-based developments from
within the region, whilst Somerset’s earlier high ranking in terms of
population numbers and density, and the later absence of great
industrial concentrations, combine to suggest that the growing
population may have been housed within the existing stock or in
small locally financed housing developments (eg housing for miners).
Because larger-scale projects were also developed on local initiative
(eg at Weston-super-Mare by the Smyth-Piggots and Clevedon by the
Eltons), then residential building may in general be accommodated
within the proposed analysis. There remains the problem of Bath,
where the importance of aristocratic entrepreneurs like the Duke of
Chandos and the Earl of Bath, and of the great web of credit
involving builders, attorneys, and bankers, has now been revealed by
Chalklin and Neale. The wealth of detail in the latter’s recent book
makes it difficult to retain a sense of perspective about the city, but it
is necessary to do so because when viewed in its regional setting
Georgian Bath seems to have been as detached from the life of north
Somerset in the eighteenth century as is the esoteric. Bath Festival
from the generality of local life to-day. It provided a market for local
produce (food, coal, stone) but undertook little reciprocal investment
in the region. Yet despite this detachment, from the point of view
of this investigation its buildings may be seen as land-based, but
financed from the metropolis as well as from within the city itself.

In seeking reasons for the presence of trade-based manufacturing
enclaves in north Somerset it may not be necessary to look beyond
the difficulties of industrial expansion in Bristol and the opportunities
provided by rural locations and a growing population. But it is of
interest to consider other factors which may have influenced both the
nature of this investment and its timing. The lack of interest by
clothiers in ventures distinct from the textile trade®? may be ex-
plained by the long stagnation of the woollen industry from the 1720s
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to the 1760s,> but the development of the Bristol interest in these
years is less easily accounted for unless an explanation is sought in
peculiar factors outside the traditional pattern of commerce. Perhaps
the most important of these was Bristol’s involvement in the slave
trade, in which it was the leading English port from the 1720s to the
early 1740s. It is not intended to embark upon the vexed question of
slave trade profits, other than to note that their scaling down by
Roger Anstey was based on evidence from the second part of the
eighteenth century and not from the period of Bristol’s dominance.>*
To concentrate on these profits alone would be in any case to proceed
on too narrow a front, for as well as providing Bristol merchants with
surplus funds, the Africa trade also stimulated economic develop-
ment by the market it offered for manufactured goods. Accounts,
inventories, and correspondence all provide evidence of production
for this special market, for example in the distinction made between
Guinea powder for the Africa trade and Merchant powder for other
customers, as well as in the manufacture of such barter goods as
‘monelas’ of copper and ‘Guinea rods’ of brass.”® It may be argued
that under this stimulus there developed an interlocking network of
interests involving the port of Bristol, the Africa trade, the trans-
Atlantic plantations, and the manufacturing ventures of the region, in
a relationship which was largely dependent upon that city for the
provision of capital and credit, transport, raw materials and
markets.®

v

In conclusion, what was the influence of the two levels of capital
formation on the course of economic change in the region? It is only
possible to suggest an explanation, but it may be that the effect of the
trade-based undertakings was first to help stimulate but then to retard
the course of development. As has been noted, many of the essential
pre-conditions for growth were present in north Somerset in the first
half of the eighteenth century — a settled social and economic
framework in a traditionally wealthy and populous county, a growing
domestic market, access to a major port offering trading and credit
facilities, an active body of lawyers, and a large number of gentlemen
willing to combine public duty with private interest. In this situation
the enterprises financed by merchant capital are likely to have been
for much of the eighteenth century an additional factor for change,
perhaps stimulating the development of an infrastructure, especially
a road network, greater than was otherwise warranted. The quicken-
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ing of economic activity was however chiefly in traditional areas such
as agriculture, mining and transport, and with the failure of the
trade-based industries to develop backward and forward linkages, the
decline of the land-based industries such as paper making, and the
lack of great natural resources, north Somerset never achieved the
self-sustaining growth of another region of Bristol activity, south
Wales. This last reference suggests that it was not the Bristol link as
such which came to inhibit development but rather the fact that the
manufacturing ventures remained a part of the merchanting network
instead of becoming agents of industrialization.

The contribution of the woollen industry is here of particular
interest, since in the terms of the current debate on proto-
industrialization, the taking up of slack rural labour by putting-out
clothiers producing for external markets in a region of increasingly
commercialized agriculture, could have helped foster the transition
from a traditional rural culture to a factory-based industrial society.>’
Indeed, this change came close to realization, for despite the often
violently expressed opposition of workers to the introduction of
machinery from the 1770s on, there was a growing concentration of
production in water- and later steam-powered factories on the
eastern edge of the region, especially from the 1790s in Frome,
Shepton Mallet, and Twerton now a suburb of Bath. But although
some individual concerns continued to flourish, the industry in
general declined in the nineteenth century in the face of foreign and
regional competition. The reasons for this are difficult to determine
but they may be summarised as a deficiency of entrepeneurship,
whether this was manifested as a failure to persist with the introduc-
tion of machinery before the 1790s, as an inability to secure the
improved forms of transport which could have brought coal from the
nearby coalfield, or through inadequate marketing in the face of
determined salesmanship by the men of the West Riding of
Yorkshire.>® However this decline should be seen not only in contrast
to the success of outside competitors, but also in relation to the
general fortunes of the region. In that context the woollen industry
may be seen as part of the pattern whereby the manufacturing
enclaves re-inforced rather than challenged the traditional society
which therefore failed to undergo the structural changes necessary for
sustained economic growth. The result was that most of the manufac-
turing undertakings petered out in the course of the nineteenth
century and the region reverted to its land- or resource-based
economy, largely agriculture, coal mining, and quarrying.

As an example of capital formation in a regional economy there-
fore, north Somerset cannot be counted a success story. Nevertheless
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a study of the growth experience of the region is important, because it
is part of the kaleidoscope of change making up the shifting pattern of
the national economy, and because it touches upon several themes of
current interest in economic history. These include proto-
industrialization and economic retardation, both of which are illu-
minated by the experience of north Somerset. Even more important
than these justifications however, it is the thesis of this article that the
subject of capital formation can only be fully understood within the
context of the historical dimension as revealed by empirical studies.
The significance of this method goes deeper than the provision of
illustrative details, for through the exercise of an historical approach
(in particular, the reconstitution of data on investment in capital
stock, and the identification of the procedures by which this took
place), the basis of some of the accepted generalizations on capital
formation may be questioned, and the process itself may be analysed
and explained. Moreover, as the statistical evidence for the British
industrial revolution is too insubstantial to be interpreted by the
quantitative method alone, it is impossible to explore the subject of
capital formation!/in this period in a meaningful manner except by a
greater reliance on detailed historical research of the sort described in
this paper. It is accepted that there are disadvantages to this method,
such as the difficulty of investigating the investment ratio on a
regional basis, but against this must be set the many advantages
stemming from a broad concern with the whole matrix of capital
formation rather than with a restrictive concentration on the
measurement of its sometimes conjectural parts.> Not least, this
integrated approach to the subject should lead to an improvement in
the conceptual understanding of and the theoretical approach to the
whole matter of capital formation.
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