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Preface

Britain had four different reasons to be interested in South America | -
| in the .1820' S. D1plomat1ca11y, she opposed the Holy Alliance in her tacit
approval of the breakaway of the: former Spamsh colonies and Brazil from -
their masters, and set out to ensure that no European power could in future
gain territorial advantages in South America. British recognition of the new
| . nations was as{crumal for the1r success as was the Monroe Doctrine. '
The second reason for interest was due to the current feeling in - |
Britain that she was the one great liberal power that could lend support to
those struggling for independence anywhere around the globe. Britain had
fought the peninsula wars to oppose foreign domination and white the new. |

liberal constitution in Spain was soon to vanish, Britain still had the ¢harce -

to encourage the liberalism in her crumbling colonia.l empire.
Th_trdly, South America was important to Britain as part of the world |
| struggie for economic influence. Britain had by 1815 won the supremacy of
L the Atlantic trade that she had fought for agamst France, Holland and Spam
B throughout the eighteenth century and was thus ina pos1t1on to exploit the
advantages for trade which her advanced economy gave her. Moreover, she
was desperate for new markets overseas, especially as the co-ntinent of

Europe was erecting high tariffs to keep out British goods. Cotton was the

first commodity that was mass produced for a large market and South

~America provided a new and exciting area of consumptmn for Brlt_ls,h Y
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exporters.

The fourth reason for interest was as a sphere for investment and
this represents the main field of enquiry for this study. At home, the
amount of money that was available for large scale investment had been
growing mainly because of the rapid growth of the National Debt throughout
the Napoleonic Wars, which resulted in the interest paymen';s on it accourlxt-
ing for over half the calls on the national exchequer. The redistributive |
effect of the National Debt, in taking money from the p.oor and giving it to
the rich, meant that n;ore and more was available for investment, and yet,
the actual mechanisms for investment,especially in home industries,were
poorly developed. It was in this era of low interest rates and few outlets
for investment that i3ritish investors turned to South America, in the form
of loans to the govex.'nments of the new nations, and through companies
formed in London to exploit the natural treasures of the continent.

Sevefal of the South American governments were indebted to British
merchants, shipowners, soldiers, and naval officers by the time tﬁey had
won their independence, and they continued their association by raising
money for their countries in the London capital market. The questions
.to be answered in this context c;)ncern the actual mechanisms of invest-
ment, the people involved, the often dubious méthods of share issue and
pfice raising, the possibility that the South American nations incurred too

heavy a debt for the sums they actually received and the reasons for the

early defaults on the loans. For a more detailed analysis of these problems
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the case-histories of loans to Colombia, Buenos Aires, Chile andﬂpoyaisﬂ
will be discussed. ‘

Loans to governments are one part of the picture; the other is the
formation of companies, almost exclusively mining compénies, for
operation in South America. The activities of these companies were more'
in evidence around the Stock Exchange than they were in South America,
as vast sums were made by the originators of the schemes and this study
is partly concerned with the methods of these men and the propaganda by -
which they succeeded in fooling an over-optimistic public. The basis for
the expectations of the investing public will be discussed and a close study
made of the Rio De La Plata Mining Association and the Chilean mining
associations in o;'dér that thé ”reasons for the failure of fhe companies
may be clearly seen.

The burst of speculation which reached its height and broke in 1825
reveaied the weaknesses of the existing laws relating to company forma-
tion and brought about the repeal of the Bubble Act which was the major
obstacle in this respect. Attempts in Pérliament by promoters of South
American mining companies to put joint-stock companies on a firm legal
basis tended to dissolve into discussions on the merits or otherwise of
these associations, as did disputes in law when their legality was
questioned.

Not surprisingly, the merchants and financiers of Britain connected
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with South America were the group most concerned that the British
government should recognize the new nations at the earliest .opportunity.
Their opinions expressed in petitions to the Crown and to Parliament
ére worthy of attention as a pressure group c;f some cons'itnierable
influence.

Lastly, the effect of the boom and the subsequent collapse of the
'mvesﬁnent process is considered both in its short-term consequence to
Britain and the nations of South America, and also in the imp ortance
-it had for the Anglo-South ;American relationship that was to flourish

later in the century.
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CHAPTER 1

' THE GROWTH OF BRITISH INTEREST IN SOUTH
AMERICA 1800 - 1825

."The Break-Up of the Si)anish and Portuguese Empires in South America

_ At the end of the eig.-te'enth:' century, the two countries of the Iberian

peninsula held complete sway over th e vast continent of South America

N

’I'wentyflve years la te- , the South Americans had gained almost total
economic and pol1t1ca1 1ndependence The emancipation of Latin America
from European control although it was to a large extent a product of the
revolutions in France and North America, may be ranked as 1mporuant as

. any in the world

The area affected, however, was far wider than that of ttxe thirteen

British North American coleonies which formed the United States, and the

total of inhabitants much greater. It extended not merely over South A'nerlca, X

but 1nc1uded the strategic cenire of Central America and a large undefined

area in North America. Spanish America had been subjected to far stricter

* control from Europe than Britain had ever exercised over her North Amer_ican

colonies and even at the end of the eighieenth century remained a closed and

almost an unknown continent to the rest.of the world. Its Governors

appointed from Spain had far more power than those in British North America.

The Church appomtments of a decply religious people were z2lso in the hands .
of the distant monarch: _._'.-'".:f,‘hrough the Church it was subj ected to the censor-
ship of the Index. Its population was more mixed thanhthat. of North‘America,
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s ince the- Spania:rds'shd Portugu.ese had never 'empleyed towards the native

L Indians the system of ruthless destruction which the Anglo-Saxons had tls_ed. 1
Even thotzgh its commerce was kept within rigid lines, South America .

_'was the source of much wealth. In the.eighteenth centﬁry it remained. the'

worla‘s greatest sonrce of su pply of the precmus metals, and it was not only

a source of supply but also a market of vast potentialities. Yet Spain failed

b ) . . . . . = 2
to exploit it and failed to participate in the commercial expansion of Europe.

The stream of gold and silver which flowed frorh the New World itself con- -
tributed to the perversion of her economic development and while she rigidly
applied a monopolistic systerz, she lacked the economic organization success-
fully to enforce it. In the colonies themselves the most serious efiects of -
this exclusive systerrl were not the restrictions imposed upon colonial manu-
factures: but_the increasing inefficiency ot legitimate sources of supply, atnd
the rise of prices. :The result w28 an enormous contraband trade. Cause ¥
and effect moved.in a victous circle.. The more debilitated Spain became,
the greater grew the contraband; the more the cetltraband, the gr_eater" -

Spain's debilitj and the wezker her empire. 3
t is remarkable that the small state of Portugal should ever have been
able to subject the vast area of Brazil to a control similar in kind to that |

exercised by Spain over her colonies. Though the rise of an aristocracy and

1. C.X. Webster Brlta-n And The independence of Latin Amerlca(1938)
Vol.I, p.3. R

2. R.A. Hump 1Teys, B-"ltls C ular Reports On The Trade And POllthS
of Latin America, - 1824-18 ( 940) p vii., . S

3. Ibid. ©
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the special position of Britain in the Portuguese economy made conditions |
.somewhat different, the trade of Brazil was a mon 10poly of the moiher
country, and B‘.re;zi.'ii an interests were subordinated to the necess 1..16:: of tne
Eurcpeal} mez;chants. &

Bven s0, the monopoly of the trade of the New Woﬂd claimed by
Spain and Portugal was chgllenged from the’seventeex th century onwards by
Holland, England and France. These three countries, besides férmin‘g
settlements in North As erica, esiablished bases in the West Indies for
tapping the rescurces of the Ibe riaﬁ possessions, and furnished the Pen-
insular states with th:ose commodii‘:i'es which ov)ing to economic limitations,
they lacked for the upkeep of their trans-Atlantic markets. Holland took
the lead in these movements in the seventeenth century, but thence-forward

the contest for the aveiues of trade lay between Great Britain and France.®

)

In the period before 1807, British interests predomingted in Portugal

and French on the whole in Spain. Great Britain, in addition, claimed the

major share of the trade in slaves to Spanish America and of the contraband

?

4. C,K. Webster, op- cn;., vol.1, p.4.
5. d.S.Jones, I—Iimo ca; Study of Anglo- Sm.th Americgn Trade, With
Special Refereice +0 tae Period 1807-1895, London university £n.D.,
1""34, Abstract. '
"Everthing during the eighteenth century worked to increazse the tension
. between Spain and the other kingdoms of her Empire."” Salvador de
Fal

e o
Madariaga, The Fzll Of The Scanish American Empire (1947), p.329.
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- with the mainland from the W est' 'indie.s. 8

From 1807 onwards. Greaz‘ Brfiam by treaty adreemem neld a

. direct intercourse with Brazil, and, ~under the protec‘tion of hé_'_r warships,

contrary' to the wishes of Spain, with the Spanish American provinces.

.As at the sa.me time she maintained, to an extent, her old connections

'through the West Indies and the Peninsula, she thus came to monopolise

to a large extent the external commerce of Latin Américeg..

The Spanish colonies were first thrown upon their own resources

in 1796, when Spain went to war with England for the fourth time in

fifty-seven years, and, with a brief interval, remained at war for twelve

~ years'more. A orlaf prosperity was succeeded by an intense depression.

7

L Threatened on the northern borderlands by the territorial expansion of the

'_'Eng;and the empire collapsed, and with Napoleon's invasion of Spain; ‘the ..

Lt Spamsh Amer:.can Revoluuon began.

~ United States, faced by the sea-power and the commercial expansion of . 'i.

!

Brltam s role in the wars oi mczependence was.an important one

- although her nnllta Iy POWer was used very little dlrectly in tne btruo*frle -,

after Sir Horne Popham s attack on Buenos A1res in 1806 and General

| Whitelocke's expedition, both of whlch ended in failure and ruled out any

ideas of physm;,l conquest by Brltan 8 What the British government "

was seeking was not terrl‘tory, bm. trade and bulhon. It also wished to

6. J.S.Jones,op. cit. ﬂ | TR
7. R.A.Humphreys, op. cit., p. vii. e T ‘ .
8. However as Salvador de T\/laaarmﬁa notes, "Ideas kepu pourmg in from

mnghbh ama;e ir conquerors’’, op. 01t., p.329. .
— \ e e R e - P
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_.]-px.'ojtéct Brazil and §revent the extension of French peWef-aﬁd inf‘uenee'v :
in ‘South-Arnerica Casdered gh from the nrst wished to avoid '"the
hopeless task of cenquermg this extensive coﬁntry. against the temper of
its population.." "Itn' looking to any scheme.for liberating South America, "
he advieed the .Ca-bine‘t "it seems indispensable that we should not pre- |
sent ourselves in ary o+her hght than as auxiliaries and p“otectors"

Britain had long been the prouector?r of Portugal and .t was by her
advice and with tpe e.sc.Ort of her ships in 1808 that the Portuguese i:oyal
E ' fami.ly.and many of the Court and upper classes emigrated to Brazil when _-; :
Napoleon in'vaded the Iberian peninsula. Until the end of the ﬁar, Britgin
practically governed as well as deiended Portugal and the price that she
asked and ebtained was; the rigit to trade at low duties with all the terri-
tories of the House of Braganza. ''One of the almost immediate eifecis of
this change wes to bring Creat Bri.tain for the first finie into direct
commerc.ial.contact with Brazil .... A convoy of merchants went out to.
Rio de ianeiro_v}ﬂere they arrived in July 1808, “to form cemrnercial
establiehments . Meanwhile there was formed in London a comm1ttee of
merchants trading to London and Brazil. 9

Similarly, the right to trade with the Spanish colonies, (although
how definitely it was given and with what time limit was latera matuer of

dispute) had to be granted by Spain when Br1fta1n became her glly agamst

9. J.S.Jones, .op.cit., pp. 90-91



'folloWed that Britain would not abandon the privilege to trade with Brazil '

=D

' Napoleon Spam was reluctant to give up her position of monopoly bun. _

by 1810 a new relatlo‘xshlp existed between Britain and the Lat1n-

American world. It is a major element in all the negotlatlons that

.and the Spanish' colonies, for as will be seen, 10 trade was increasing at

a prom‘ising rate However, there was no special reason why Brifain
should desire that her new trading pa.rtners be independent slatee ant.
she was ready and for a time anxious that the authority of tne Mother
Country be recognized by the colonies.

The Latin American states realized, though, that BflLa_l.n w1th
her m1ghty fleet was the key to their success. Only by means of the

British fleet could Spain have re-established her power; only by per-

mission of Britain could any other power have ass1sted her to do so. 1

As late as 1823 Bohvar the great liberator, could wrlte "Only England,

.' side of the emancipators. The growing liberal movement was, of course,’

mlstress of the seas, can pr‘otect us against the united force of European

reaction.’' w12 Public opinion in Britain was all the while forming on the

‘-. .

from the first deeply interested in their success. As early as 1809, the

Edinburgh Review published a long article, inspired by Miranda,. the

10. .See pp. l_ Aq
11, C.K. Webster, op.cit., vol I, p. 11
12. Quoted in Dexter Perkms J.he Monroe Doctrme 1823- 1826 (1927) R

p.154.
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; _gfeat Venezue?ap patriot, eﬁtitled., "South American Emancipation'.

In the years afte'r 1815, a ‘war_-weary Europe éaw in the lands .of tﬁe
,épanish empire g new El Dorad-e ;'He 'must indeed be more teﬁperate,
-he must be'a cold reasoner, " gaid Brougham in 1817 "wholqan'glénce'
'.'au those regions and not ,grow warm." 13 .

When the Napoleonic wats We:r-e over, and Ferdinand had fe-
estabhshed absoluusm and the _nqu151t1on in Spam the Spanish govern-
ment grew exceedingly unpopu]ar in England. Quite apart from any
commercial expectations, there was a real desire to see freedom
triumph in South America. The revolutionaries defended themselves
against Spain to z large extent with arms boughf with the money they
were able to raise in Loncien, while many British soldiers died on the
battlefields of South America, having travel.led out in the same spirit

that took others to fight for the independence of Greece. 14 A P

The British Recogmuon of lndependence

~Thus 11berahsm and commercial expans1on were umted in the
first quarter of the nineteenth century and both were on the side of the
new repubhcs. The resources of Britain's merchants and bankers, :

coupled with the even more important protection of her fleet, were of

13. R.A. Humphreys op.cit., p.ix.
14. See the gratitude for Br1tlsh ssistance recorded in the’ H1span1c- ;
American Historical Review, vol.vi, 1926, pp.190-191.- -

.....
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| initial imp.or‘lcanc‘e 1n the successful break-dway of the colonies. Britain S
. followed a strict_néutrality in her dea.lingé with tflle new states anc.i was
| always willing to mediate between Spain and (as it was becommg 1ncreas— N
B ingly clear) her former colomes. However, —she kept to a plain 1nt1mat10n '
~ made by Caigﬁl.ereagh in 1817, that_ iorce should never be emp.loyed against
the colonies by any other state than Spain. 'As Webster has put it,\.\"It is
not to'o much to say that once thés# declaration had'been msde, the in_— '
dependence of Spanish America was assured. For by refusing to allow |
Europe to intervene while the issue was still in- the balance, Castlereagh
made the i-mmediate t'i-iumph_ of the revolution certain. San Martin had -
- already, it is true, taken his army over the Andes, and had fought the '
ttle of Chacabuco on hebruary 12th 181'7 But his position ir Chile
‘was not consohdated 1.nt11 Maipt was won in 1818 while in the nortn
Bohvar was only ]ust getting control of the line of the Ormoco and the
: victory of-Boyaca which decided the fate of New Granada did not take place |
_ﬁntil 181'9.-' At this period, therefore, even a small European fofcé might‘
héve been decisive as to the immediate future, and the action of Britain-

15

in refusing to allow force was all important''. Henceforward, with

Y

revolution in Spain in 1820, even Wellington considered independence in-

evitable, and recognition of the new states was fegarded "rather a'? a

15. C.K.Webster, op.cit.; vol I, p.14..
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matter of time . rather than of principle.*'

it was not, ,however untll 1822 that Br1tam recoomzed the flags

of South American vessels an act whlch consruuted recogmtlon “de

facto", and it was not until October 1 893 that commissioners were

' "appomted to go to Coiombla and Mexmo to ascertain the actual state of

affairs in those two countries with a view to recogmtmn "de jure". At
the same ..1me consuls were appointed for Bt.enos A1res Montev1deo
Chile and Peru, and to accompany the Colombian and Mexican com-

missioners. Recognition of Buenos Aires, Colombia and Mexico led

treatles

. Recognition by Britain set the seal on nationhood and was well

o

received in thédw country, but rapturously in the new states. . For

example, when Sir Woodbine Parish left London in December 1823 for

the provinces of the Rio de 12 Plata, he was armed w1th very full in-

structions for the recocrmt1on of the repubhc and was welcomed heart11y

‘afterwards, Parish received instructions from Canning, the Foreign

Secretary, to treat with the government of the republic for the negotiationf

of a treaty "placinv on a permanent footing the commerical intercourse

" which has so long existed between H.M. subJecSIand those states.™ 17

the way in 1825, significantly in the form of the signing of commercial .

by the inhabitants who realised the 31gmflcance of his mission. Not long

1
N

[

.
'
1

16. F.O. 92/48 Earl BathLI‘St to the Duke of Wellington. C. K. Webster
- @p.cit.,~vol.II; p.71..

Un1ver51ty Ph.D., 1939 p. 7.

.17, E.L. Delcrado The Economic Development Of The Argentme London o
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Thé announcement of the -British Government's intention was made at a
-dinner party given by the 'Scottish residents in Buenos Aireé on St.
. Andrew's Day (l\lovember 30th) 1824 A scene ‘of the wildest enthusiasm
followed the dec]aratlon Pa,I‘lSh in descmbmg it says, '"We were a very
. numerous party. I beheve upwards of seventy- and I must say I never saw g
such a scene in'my 11fe as took place after what I told them ..... -hey _ i
appeared all mad, and I expected'that the tables a_nd chairs would have

followed the bottle  and glasses out of the windows, in true Spanish style.
Someé of the Buenos Aireans who were desirous to drink Mr.Canning's
health insisted upon having bottles of wine to drink it in, and yet they we'ref |

sober.”"18 | | . " 3

The -Growth:of British Trade to South America .
1800-1825 :

Well might the merchants have been enthusiastic over the prospecis

 of Anglo-South American trade in 1824, for trade had been on the increase_‘

for the past twenty years. 19 g is difficult actually to quantify it during

18. Reginald Lloyd, Twentieth Century Impressions Of Argenting (1911)
p.64. See also, Nina L.Kay-Shuttleworth, Sir Woodbine Parish and
. ~Early Days in Argentina (1910) p.292.

19 " called 2 new world into existence’, boasted Canning; but his claim
- .to fame rests on the recognition and ’not the creation of a new condiion.

To the British merchants, rather, and to their. American rivals,.
. belongs the credit for shaping the circumstances that called forth
.Canning's boast on the one side of the Atlantic and the Monroe Doc-
trine on the other, ' Goebel, D.B. "British Trade To The Spanish
Colonies, 1796-1823," Amer1can H1stor1ca1 Review, 43, (1938)
pp. 288- 320 -
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the first years of the century as it was carried on as contraband trade via

ithe West Indies. A resident British agent in San Domingo informs us in

' 1810.that smuggling into Spanish America from the West Indies was triple _

.~ the regular imports. 20 Apparently, passes for carrying ona clandestine

intercourse with the British islarids were freely grahted by the gOVernors.

The Spanish vessels cleared out ostensibly for Quadaloupe, Martingque and '

St.Domingo, then in possession of their gllies, and when returning irom

the British possessions produced false clearances-and fabricated papers by

way of form. These documents were obtained with astonishing easej pass- .

ports to any island, or ship's papers of any nation, could be obtained for g

trifle, especially at Curagad, which would deceive the most scrutinising

cruiser at sea. The officers charged with the prevention of this trade often

'shared in the profits. 21

Walton lees us an 1n51<rht into the type of cargo sultable for the
Spanish Amer1can colonies. HlS llSt of commodltles, running to close on
two dozen pages, reveals that there was no great demand for any ene
-article, and that the cargo to command a. quick and ‘profitable se,ie depended
on a wise selection of a hgge variety o'f goods, prominent amongst wﬁich
.' were linens. It was emphasised that the li nens should imitate the "_Gern'.xan,'
for which there was a strong pre‘ereﬁce and that goods and spicesllf'rom the .

EaSL Ind1es should be cheap, to avoid being uniersold by the U, S A. The

20 W.Walton, Present State Of Spanlsh Colonies ,: (1810) vol II P 164
21, Ib1d ' volII p.161. - B .
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articlés generally were to be .cheafp and showy, and made up in a‘ssorted
- packéges of a weight not exceeding 100 lbs., asall gooas had to be carried
into the interi'or on imules or the heads 6f, Indians. 22 ) | |

| After the whole coast of the South Arﬁerican cohtin_ent had beeh thrown
opén to Britain in 1809 when she bécame Spain's allly, a good deal of specula-
tion.was- indu-léed in with unhappy résu.lts . It was probably want of judgment, |
through lack of khowledge of the market conditions, in mgking up properiy
- balanced assortments for thé South American‘ markets, that was part cause
of the failuzl-es in the speculation period of 1809-11. Many of the cargoes
under such conditions could o_ply be disposed of partially. 23 More cotton
goods are said to have been sent to Rio de Janeiro in a fe{v weeks than had
been consumed there in the previous twents; years. 24 ‘Trade with the Soﬁth ;
Americaﬂ ;:.onti_nent, Ihowever, revived in '1812, and afferwards showed steaay
progres"'sl.: L y |

After 1815, South America provided one ray of light in the gioom of

England'é commercial depréssion-. .England vsnzlas rapidly changing into a
- ﬁmnufacturihg nation, and consequently becoming increasingly dependent - ..
upor; the sale abroad of her surplus productions to secure h_ef normal supp*ies:
. of food and raw materials. But the European nations, her principai? c'ustom-.;‘\

ers, 1mpover1shed by t e protracted struggles of Lhe war were unable to

22. Ibid., vol.I, pp.-327-34S. ' ;
23. J.S. Jones English' Foreign Trade In The First Half Of The Nineteenth- i

Century, Together With Some Observations On The War Period of 1793-
' 1814, LondonWmversuy M, Sc 1928, p 75 . :
24. Ib1d p.74.
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_take her goods in'ats_.large quantities as before, whilst at the same time they
displayed a tendency, as did the United States, to e.irtl at their e#clusion by
- fostering their own industries _behind high tariif wails. Crouzet has pointed
out that ._Britain' in 1815 wasin a. position to domihate the world econorhy, out
3 needed rtew expanding rtxarkets especially for her major export, cotton
ooods which was suitable for a mass market241n these conditions, the gr eat‘
-questmn of the time beCame therefore that of fmdmtr an adequate outlet for

the natlon S expandmg production, and this she sought in the first instance by :_"
“turning her attention, as indeed she had done during the Napoleonic We,rs, to
the possibility of.developin'g the Latin American marklets,. as well as those in
- the East. F
| The imgge that South Amerlca presented to many people in Brltam
_asin the rest of Europe, was that of the new "El Dorado". 'For’over 200
years it_had been known that great riches had.beer; ta,kenlout -_.of the continent |
by Spain". " Legends of a very 1mprec1se nature had grown up over South

| Amerman mmeral treasures in part1cu1ar althouch little was known in de-
- tail, for the Spamards had not encouraged fore1gners to explore theu- ]ands
in the New World .Many Britons firmly believed in the immense wealth of

- South America, but would have found it difficult to explain of wh'at";_ it con-
‘ eisted and where exactly it was to be found. . : j' 2 |

' . For an example of incfease in British activity in this perioci ‘attentio'ni
will be focussed on Buenos Aires and the States of the Rio de la Plata .

PL.F. eruzet. “"Wars, Blockade & Economic Change in Europe)'
379?*1815"  Journal of Ecomonic, Hlstorv, XXIV, 1964
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: Enghsh manufacturing towns 1nv1t1ncr them to send out cons1gnments of the1r ,

: trade Who.l-ly S0.

.: .‘ - _ -5

States were partlcu.ar \Y neglected by Spam partly due to the dlstance that

separated them from the Mother Country, partly to other pre-occupations

" of the Court of Castiile, and perhaps, as Sir Woodbine Parish says, to their '
| lack of gold and sﬂver 25 Britain had an unfortunate early clash w1th

B Buenos Aires in 1806 when Sir Horne Popham with a military force too;c

possession of the city for a short time. He 1mmed1ate1y saw the prospects

of the market'for F‘nchsh manufacturers and sent out a c1rcu1ar Ietter to

I

wares. By the time the British force dec1ded to evacuate Buenos A1res

the port was encumbered with vessels having more goods on board than the

country could consume in five.years.

Mr. Forbes, the U.S.A. Consul-General at Buenos Aires, in 1821 .
26,
acknowledced the immense prestige of the Bntlsh t‘lere and their rich trade.’

Exports to Buenos Aires had in fact doubled in the period 1817-19, havmg

grown from £330 ‘000 to £660, 000, 21 wh11e the sea- borne commerce of

Buenos A1res was almOSt entlrely in English hands and the river-borne

28 Forbes observed that of the 15, 000 foreigners o'n the

‘Plata, 3, 500 were sixid to be British, in whose hands lay the greater part

_ of the commerce of the region; most of these lived in the city of Buenos

Aires, but a number of them, on the other hand, owned large "estancios" '

| farther inland. - The majority of the merchants were Scottish. In Bﬂenos '

| 26. J.S.Jones; Ph.D., op.cit., p°283.

25. Sir Woodbme Parish, Buenos Aires And The Provmces Of The R1o De
La Plata, (1838) p.1. | . , .

27. Ibid., 'p.261, p.1.
_28. E. L . Delgado, op.cit., pp.13-14.
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: . Aires alone there were thirty-nine British commercial houses having

correspondents at Rio de Jane;rb a_r-ld Montevideo; whilst both there and in
the provincial towns 2 hosr of English and Scottish shopkeepers resided.
"Seireral.wealthy'trad'ers had become directors of local banks. It was partly
‘because of the fact that Eritish interests in the Plata had becorﬁe so extens-
iye that the British G-overnment sent out a mission to report on the d_ueetion
of vrhether a- stable gov'ernment worthy of recognitiorl existed there. 29
Consul-General Parish's reports give us further insight into British
‘involvement. Writing from Buenos Aires in April 1824, Parish co_nf"irmed :
| that British ihterests there exceeded all others, half 'the public debt and the
best part of the most valuable nropemy being in the hands of our subjects who' .
were universally respected and appeared to enjoy the good will of all
partiee. 30 Three months Iater he forwarded home an.extended r!eport,
drawn up by-the merchants there, on the trade of the river Plata. This
account wé_s divided into two secrions, rhe Import Trade and the Ex.po.rt '
Trade, both of which were treated to an exrent hisforicélly. Under the old
Spanish regime, it said, with its oppressive' re:'g"ulations, the trade of; |
Buenos Aires was monopoiised by a few individuals, who enhanced their '
-fortunes by charging high prices for goods imported and paying théir own
prices for the local produce exported. In 1796, Cadiz sent to the .poit
about 2.8 milhozr dollars worth of goode, and received in exchange 5 million .

in specie -and- produce, the latter accounting for 1.',' 075, 877 dol]é.rs.-Including _

29, J.S.Jones, Ph.D., op. cit, , b.283. 4 .
30. F.O. 6/3 25 Aprll 1824, Parish to F.O, /\ '7




~17-
the contraband trade the imports might have amounted in general to 3 million
'do.llars, it was thought, but British m‘anufactures':' comprised in these were

“trifling; the use of plain cottc_)n'goods was then almost unknown, French and

German linens being the articles used instead, and these, together with the

productions of 'Spain-, formed the principal importa of tne province. " In 1810
thé old exclusive privileges were entirely abolished, and-the tradexwas Lo
thrown open to foreignérs. The resulting intercourse was at first subject

to some f_luctnation owing to 'poli"cical causes, whilst over-enthusiastic and

incorrect reportis led to the Buenos Aires market béing glutted, as were

‘others at this time. In addition, the exaction of unreasonable duties, and

the importation of arficles bad.ly suited to the demand, here a3s elsewhere,
helped to contribute to cause losses to tnose first engaging in the trade. ’
Howéver with a growing knowledge of the muarket of Buenos Aires in

: Brltam. and the abandonment of high 1mport dut1es an extenswe and prosper—
31 '

ous trade grew up.

The amount of the imports at Buenos Aires from the opening of the

_ trade to 1816 did, though, fluctuate considerably. .Some improvement

fhen took place until 182‘0 when there was another temporary decline be-

cause of excessive trade in 1819 and the reduction of terrltory undt,r the

government of Buenos Aires. 32 The commerce of the port made ofr(-:‘at pro-

'
i

gress betwéen 1820 and 1824 owmg to the good administration of 1tspanb11c

affairs, the encouraéément given to trade, the rapid incréase of ponu.lation

31. For copies of the re ort, seeF 0,119 1 F O 6/4, P rlshtoF O.
30 July 1824, P 7L /4, Pa

32 F 0 119/1 fs 1'7 18

b
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mcludmg a great mﬂux of forelcners and a reducuon of prices for forelgn i
 articles together wnh a rise for the local produce. 33 Actually, by 1824 .
it traded with almosi: every part:of the world, though to the greatest extent
“with England, the ehie'i’imports' ffom which were plain and printed c'alicoes R
":and‘. el_oth. Indeed,l' the counfry popuiation at large was-almesf enti;-ely de-
pendent on ]éritlish manufactur.es, from which it was to be gathered that
British traée would maintain its superiority over all others, and henceforth
;;v'ould' not fluctuate greatly. |

In fatct _1824 was a boom year as can be seen frorri the following

' official declared values of exports from Great Britain to the States of the

River P.late: 34

1822 £ 981,000
1823 ' £ 664,000
1824 £1,142, 000
1825 £ 850, 000
1826 e 371,000
1827 £ 155,000

The flgure for 1824 is outstandmg and was not approached until 1849 ‘

: b
- when British exports more than do'_ubled ina ye‘ar to reach £1, 399, 5{30. 35 _ ‘
The increase in trade in 1824 was part cause, part effect, of t_he'feverish
.interest that anything South American was having ‘in England and the drastic
‘reversal in trade was an mdlcatlon of subsequent disillusionment. In 1824 |

‘however, further proof that commerc1a1 1ntercourse was growmg between

the two countr1es, was the estaollshmem of a regular monthly packet 'serv;ceif
- 33. J.S.Jones, Ph.D., op.cit., p.290. o
- 34. P.P. 1826, X, p.480. e N
35.. Sir Woodbine Parish, op.cit., p.360. - Lot S
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frorh Livsrpoc;l_ to‘lguenos Aires. 3.5
-Buenos Aires and the states of the Rio de la Plata were fairly re-
- presentatwe of the growth of British intsrests in South Ameriéa up to 1825.
" In fact though, of the sevef'al Latm American states our largest olealmgs
were with Brazn for under a treaty of 1810 which did not expire until
1825, Br1ta1n retained the advantage of 15% 1mport duty as against 24% paid |
by other nations. 31 This privilege enabled Britain practically to dommate

the trade of the coun‘rry Exports rose from just under £2 million in 1816 .

to over £4 million in 1825, whilst our imports from there similarly

" doubled (from nearly £1 million to nearly £2 million). 3 The principal
exports c;f Brazil were sugar, cofiee, cottsn, bu.llion—and' specie. The
sugar and the cotton were taken mostly by Great Brita,in_, which took in
addition some coiffee, tobzcco, drugs, dye'woods,- hides, gold, precious
stones ajnd spesié; in exchange.for cottons, woollens, Iineﬁs, glassand =~ -
earthenware, brass anti copper Wé.re, hardware and cutlery, and iron and
steel chiefly, with cottons accounting for over' 50% of the total. 3.9 ' -_‘

The revolutionary struggles at times seriously inconvenienced :

36. E.L.Delgado, op.cit.

37. J.S.Joenes, Ph D., op.cit., p.399.

38. The Brazﬂlan trade appears to have progressed fairly smootnly, for
official references to the commercial affairs of Brazil are rare, In
general, British merchants only approached the state departments
when they had grievances to bring forward. :

39. P.P,. 1820, I, -p,460, and 1826-1, XVIII p 404

J S. Jones; Ph.D. ) op cit.
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British trade with the South American states, particularly along the Pacific
- coast, where Chile generally had first call upon our merchandise, the surplus ”
E being afterwards sent forward to Peru. However British naval forces in thev
Pacific were able to ensure some protection for Br1t1sh mterests and in
December 1824, when the revolutionary forces entered Lima, the prospects -
) ef trade began to improve, and the west coast attracted .more attention from .
'British merchants.. Cohsequently we find that exports to Chile and Peru,
wh1ch had been growing slowly from £33, 000 ’n 1816 to £561 000 in 1822,

rose to £898, 000 in 1823, and an average of nearly £13 m1111on in 1824-5,

with a corresponding rise in imports, though these were on a much smaller
sce.le.40 The commodities sent to the coast were very much similar to those

shipped to the Plata, and the principal returns were bullion and specie.

From Chile, :in addition, our vessels carried copper and hides, the former
rnostly to India, and firom Peru, where English manufactures were in general
USe, come cocoa, cortex, hides, cotton and wool. Peru and Chile (as well as
Buenos Alres) had a growing trade with the East Indies,. and in both countries .
the prlnc:lpal part of the foreign trade was in the hands of the British. By
1825 there had been a great deal of over-stocking of the Pac1f1c coast wuh
British merchandise, particularly cotion goods.

| Besides the large commission agents, the English in Valparaieo seem
to have.».':'been a motley crew of traders, sailors and adventurers. '"English |

traders, shoemakers, saddlers and innkeepers, ' wrote Maria Graham,

40. J.S.Jones, Ph.D., op.cit., p.404
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"hang out their signs in every street; and the preponderance of the English
- iang'ua'ge over every other spoken in the cﬁief streets-,' would make 6he .
fancy Valparais§ a coast town in Britain, "4l According to J.Miers, many -
_weré "sailors, or .persons in Lne lowest .sphere of life;"“‘*2 -and Robert
Proc;c;)r, who like Miers was somewhat embittered by his experiences,
described the town as "full of English, many of them of the lowest descript- |
ion and of the worst cﬂaracters, **who acted as brokers and smugglers. 43
Our corﬁ'mercial connecti-ons with the northern coast of Souﬁh
'Ame'rica_,, with Centrai Americé., and with Mexico, continued for a great
part of the periéd up until 1825 to be conducted through the ol_d éhannels of
.the Wesf Indies. In these regions also, until the year 1822, the siruggles
of the rev'olutiona;ry movement were a cuse of hindrance to commerce, al-
though Britain maintained a strict attitude of neutrality. Privateers of the
contendmcT part1es (as well as oth ers) interfered with British shipping, but
- by admitting Spanish vessels and evnmloymg British ones, and using the
| services of our warships both for convoy and in bringing back to a large
extent thespecie received for our merchandise, Britain managedv,t.o kéep up
an intercourse with the mainland. 44 | |
| British trade with Colombia appears to have been particularly im"—,

pressive. '"The power of England, " observed a French traveller, "is

41. Maria Graham, Journal Of A Residence In Chile During The Year
1822 . (1824) p.131,
42, J.Miers, Travels In Chile And La Plata (1826) pp. 446-44T7. .
43. Robert ProcLor Narrative Of A Journey Across The Cordillera Of The
Andes, (1825) p.T09.
44. J.S.Jones, Ph.D., op.cit., p.405.
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: ﬁzitho'ut a rivaI; ne fle'eés but hers are.to be eeen'; her merchandises are bought |
:.’almost e_xclusive.ly; he'x'"commer‘cia.l agents, clerks and brokers are .every_
where to be met Withi "4_5 |

| Witﬁ the e;«':.eption of the years 1796 and 1798., our exports_to_the
Latin American coﬁntries hed been cemparatively small until 1806-7, when
Britain first established direct contact with the Southern Continent. They then
-rose, following a period of speculative irading, to an average of about £6-
r_hilliori in 1809-10, then dropped to rise again te €53 million in 1818, a:hd

following a second drc_ip, eventuglly ;eached £10 r;ﬁllion in 1825. Our imports
. from these countries were on the whole ratec{ much lower than our exporte ’eo

them,the difference being made up by shipments of bullion and specie. Brazil '

and the foreign West India Islands were Britain's best customers until tﬁe _
twenties, when’following the culmination of the struggles for independence,

the :Spar_lish"‘A*neric'an states came,;into pr.ominence |

The Latm A'nerlcan cou*1tr1es were pre emmeni.lly a market for

our cotton goods for these accounted for about 50% of our exnorts to them.
-Next in 1mportance came woollen goods and .11nens, forming roughly 25%, -

whilst the remainder were composed of glass, earthenware, hardﬁvare, .
. cutlery, si.lk'sl, iron and steel, millinery, beer and ale, brass, copper ;nd_ _

miscellgneous articles. Our principal imports in exchange were coffeé;'.-

cocoa, h1des sugar, cot*on cochineal, dyewoods and tallow bes1des :

- 45. G. Molhetu, Travels In The Repubhc of Colombla In The Years 1822 And
1823 (1824) pp 215-216. ‘ < .
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| bullion and specie. In addition to that resulting from'a direct trade, con-
' _ jSIderable quantmes of our m erchandlse must have passed as weTl to these
cou.ntrles through the Brlttsn West Indies, the foreign West India 1slands,
: Portugal, Spain, the U.S.A. and Gibraltar. | | |
| The great rise in the exports trorn under £33 million in 1819 to .over
£10 million in 1825 was followed by a crisis and declirle in trade, though a
recovery was made in 1828. The causes of the trouble were very similar to
those which led to the crisis ef 1810, that is, overstocking of the market by |
exporters whe were.not regular niercantile houses with branch connections,
- but manufacturers attempt ing to get rid of surplus stock which had been on
~ their hands for some time through slackness of trade in Eng]and. Their
_ speculations v;;ere_ injudtcious and badly managed, they had little know.ledge of _
the state of the country, and the specie and produce for makmg returns provecl

insufficient’ 46

Cotaclusion

' It is evident then that after striving for over two hundred yeare,
'~ Great Britain had suc_ceedeci by the 1820s in gaining for herself predominant |
comm;,nd of the Latin American trade: The persistent pursuit of this gcal
wa's by no meansﬂ an isolated incident, but rather it was part and parcel.-of the
wider struggle for world Lerrltorlal possessions and world commerce Both

dmlomatlcally and commerc1a11y Br1ta1n came to p]ay a vital role 1n South ,

46. For a discussior of the effects that the loans from Britain to the newly-
formed governments had on this burst of speculation, see pp.158-161.



‘American affairs during the first quarter of the nineteenth century, at a time

when the image of "El Dorado" in South America could be contrasted strongly

* with the depressing economic realities of the European continent. South -

America was a land of unknown riches waiting to be transformed by the

‘genius of the world's most advanced economy. However, she was governed

by men who were thankful of the part Britain had played in the Wars of

Independence. Loans from Britain to the new governments and investment

by British companies in the new states therefore became in a sense inevifgble

The following chapter should indicate more precisely the attractiveness of

South America from the point of view of the British investor.




, funds on an unprecedénted scale

Jo5-
CHAPTER 1I

GENERAL FACTORS BEHIND THE BRITISH INVESTMENT BOOM - :
-+ OF-1824 =:1825 -~z -~ e

‘The prosperity that reached _tts climax in 1825 has ofteri been referred to
as the first truly modern cyclical boom in British economic history .'1 " The - "
basis for that' conception is.tne 'enlarged role played by capital xnarket floata -~ ¥
; tions. From. 1822, but more particularly in 1824-5, docks, railways, gas and L
. water companies, and, above all, foreign governm'ents, mainly South American,.i
e and companies formed to work the South Americ'an mines,came to Lon_don"for | -.
- Coinciding in t1me with the stock ‘market boom was a considerable specula:
;-..',., tion in 1mports Commodity stocks were found to be low towards the end of
- 1824, and with cotton leading, import prices rose, and large quant1t1es of the
staple commodities were contracted for. 2 Exports paid for in part by the new
" South American loans were shipped in large quantities. A boom at the same
‘period in the United Statee also brought increased ordere to the textlle and -
“iron industries. | L
These demands, coming when the system was already close to full em-~
y ployn1ent, pushed capacity to the limit and induced invelstment in new plant and-'
" machinery. In cotton, iron, wool and the coal industry, the same pressures ‘

can be traced in 1824-5 and the same sorts of expansion Non-agricultural

1. A.D.Gayer, W.W.Rostow and A.J.Schwartz, The Growth Of The Brltlsh
Economy, 1790-1850 (Oxford 1953) p.171. = 3

- 2. See New Monthly Magazine, Vol XV, 1825, Commercial Report Feb 23rd, 2
p. 13I ior the short hved specu]atlon in commod1t1es i o

- . l
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prices, after sagging in 1822-4, rose sharply in this final phase of pros-
perity. They turned downward, however, in the spring of 1825, and rose
again only at the close of 1826. By that time the financial aspects of the

panic had been liquidated,v and excess stocks had, largely, been worked off. 3

C

The Resumption of Cash Payments

It can be reasonably argued that the basis for- the boom lay in the
monetary measures of the government and the Bank of England. It was
decidéd by "Peel's Act' of 1819 that the Bank was t6 resume full cash pay- . -
ments by my 1st, 1825, but this final dz;te was anticipated and on May 1st,
1821, the paper currency, established since 1797, was replaced by a
currency on a metallic basis, of which the country had been deprived for
24 years and 2 months. 4 However, under the instructions of the House of
Commons of 1819 the Bank- had been required not only to pay off in gold
within four years the a.,mount of their €1 notes then in circulation (about
7, 500, 000), and provide the requisite—surplus bullion for insuring -the con-

vertibility of all its liabilities, but also to provide the coin for paying off

about £7 million or £8 million of country small notes in 1825. The

A.D.Gayer, W.W.Rostow and A.J.Schwartz., op.cit., p.172.
A

3.
4. A.Andreades, History Of The Bank Of England (1909), p.242.
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Governor of the Bank later estimated that it had been necessary to procu;'e
£20, 000, 000 of éold from foreign countries within the space of four years
f—rom 1819.5

The supply of gold could only be purchased by reduced prices of
commodities, the Bank withdrawing a given amount of securities in the first
instance, the noteé for which could be re-issued in payment of the gold im-
ported. 6 Thus, buying at a loss, the Bank had at the February balance of
1821, when it was preparing to resum;a cash payments two years before the
appointed day, more treasure in hand (£11 900, 000) than ever in its
history. 7 It was assumed that the small notes were to be paid off two years
hence. Leave to issue these small notes in England had always been treated
by Parli-ament as a temporary war measure, to be discontinued as soon as ‘
the metallic basis for the currency.'had been completely restored. One ob-
ject of abandoning £1 notes was to iSolate the poor from any fluctuations
.arising from a papér currency, as well as ending the easy forgery of these
notes. The Act of 1816, which extended the suspension of cash payments
but contemplated resumption in 1818, had allowed two years from the date of

resumption within which the issue of notes under £5 was to cease.8

5. P.P.183£ﬂ§1 p.69. House of Commons Committee on the Renewal of
the Bank Charter, Memorandum of the Governor of the Bank of England.
. Ibid-

. J.Clapham, The Bank of England (Cambndge, 1944) vol I, p. 75

. 56 Geo. III, c.21.

GD-JOS
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Ricardo, who had always feared '‘the evil consequences which might ensue‘_

from a sudden and great reduction of the circulation, as well as from a

great add1t1on to it, 9 .had suggested in 1819 that it might be wise to con- .

tinue the use of the £1 note - at any rate for some time - so as to ease

pressure on the gold His ideal currency wou.ld have contamed such notes

nw 10

permanently "in all the country districts", * though not in London. ':But -

his advice had not been taken: the Act of 1816 still apphed and the can-

© cellation of the Bank's own small notes was to be followed by the country R

: issues._

Parliament suddenly changed its mind, though and scared by recent ;' ;.': ;

- price falls and influenced by w1despread agitation against '"Peel's Act" of

1819, extended the bankers' power to issue small notes unt11 1833, the

year in which the Bank's charter was timed to expire. 11 "The consequence

of that measure was to leave in the possessmn of the Bank an 1nord1nate

quantlty of bullion.' 112

The first step to expand credit was taken in December 1821 ‘with the

o subst1tut1on of ninety-five days for the traditional sixty-five days as the

' maximum currency of bills discounted by the bank. 13

Howev.er the major

9. D.Ricardo, Proposals For An Economical And Secure Currency Works,

(1951), p.407.

" 10.-D.Ric ardo, Plan For The Establishment Of A National Bank: Works, v

p.509.

11, J. Clapham, op. c1t vol.Il, p.76.

12.. Memorandum of the Governor of the Bank of England, op. c1t

.13. L.S.Pressnell, Country Banking In The Industrial Revolut1on (Oxford ,,‘3:

; 1956) p.478. J. Clapham op. cit., vol I, p 856,

e i o M ma e ae
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development in the process by which money beéame "'"cheap" was the con-

version of government stock.

" The Conversions of Government Stock, 1823-1824

Great significance was attached to this with reference to the boom
years by Pa lmer, the Governor of the Bank of England, during the 1832
Committee on the renewal of the Bank Charter.
Q. "Will you state-to the committee what in your opinion was
.the nature and march of the crisis in 1825?
A. The Committee will of course understand me as expressing
merely a speculative opinion, and in no way committing - .
other parties who may have different views. I have always
considered that the first step towards the excitement was
the reduction of interest upon the Government securities;
the first movement in that respect was, I think, upon
135, 000, 000 1. of Five per Cents, which took place in 1823; -
in the subsequent &ear, 1824, followed the reduction of
80, 000,000 1. of Four per Cents. I have alw.ays considered
that reduction of interest, one-fifth in one case and one-
eighth in the other, to have created that feverish feeling in
the minds of the Public at large, wﬁich prompted almost

everybody to entertain any proposition for investment, how-
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ever absurd, which was tender.ed .....

The funded debt in 1822 amounted to rather more tl;an £795, 000, 000.
The money had been borrowed at 3 per cent., 4 per cent., and 5 per cent.,
and more than £153, 000, 000 of the amount c@rried interest at 5 per cent.
This portion of the debt was usually known as the Navy 5 per cents, and the
Act under whichthis money had been chiefly borrowed, stipulated that the
5 per cents should be irredeemable till £25, 000, 000 3 per cent Stock had
been paid off. A previous Act had direcfed that no portion of the 3 per cer.lts
should be redeemed without twelve months' notice to the holders. The
Sinking Fund, had, however, discharged considerably more than £25, 000, 000
of the 3 per cents, and the Government therefore confended that it was at
liberty to proceed with the redemption of the 5 per cents. 15

The terms offered for the redemption of the 5 per cent Stock were as
follows. Every holder of £100 5 per cent Stock was to be at liberty to re-
ceive £105 New 4 per cent Stock. But any perso.n objecting to this arrange-
ment was to be paid off at par.

The value of £100 4 per cent Stock in February, when the offer was
made, was about £98; the value of £100 5 per cent Stock was about £105.10s.

The holder, therefore, who accepted the Government terms received Stock

14. P.P. 1832‘,"”@-@606, House of Commons Committee On The Renewal
of the Bank Charter. Evidence of John Horsley Palmer.

15. Spencer Walpole, A History of England- From The Conclusion of the
Great War in 1815, (1914), vol.Il, p.119.
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’ worth about £103; the holder who refused them bhad the alternative of

accepting £100 in money. There could not, under these conditions, be much t

- doubt about the success of the scheme. The dissentients among the fund- .

holders were very few, and about £150, 000, 000 out of the whole amount of
£153, 000, 000 was converted into a 4 per cent Stock. 16 | |
Similar manoeuvres in 1824 brought a conversion of 4 per ceh£'
'; Stock to 3% per cent. In February the price of Consols had risen to >90; _
the old 4 per cents, redeémable at par were quoted at about 102; and the

time had therefore arrived at which it was both po‘ssible and desirable to -

redeem this Stock. The old 4 per cent annuities amounted to about

£75, 000, 000 and involved an annual charge of about £3, 000, OOO, but they ° r

could not be legally redeemed withoﬁt six months' notice to their holders. l

Robinson, the Chancellor of the Exchequer, proposed to give the holders

of the 4 per cents six months' notice that the Stock would be redeemed, un- ;~

less, within six weeks from the receipt of the notice, they desired to ex-’

change it for 32 per cent Stock. 17 1 the great majority of cases the ex- ' S

. 18:
- change was at once made and the Treasury thereby saved £375 000 annual.ly.8

The relative surplus of money at the Bank of England, which will be

" shown later to have contributed to the inflationary pressures of the, boom

years, was exhibited in 1822 when the Government tried to rid itself of the a

16. Ibid., p.120, J.Clapham, op.cit., p.478.
17. Hansard N. S X, 317. -
18.. W.D.Jones, Prosperlty Robinson (1967) . 102

-y
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naval and military pensions liability of around £5, 000; 000 inherited from

the Great War. This was known as the deadweight annuity - or just the
Deadweight . Ministers argued that it was not really part of ordinary ex-
penditure, "in fact had nothing to do with it"'. The pensions were a dwindling

19 The government proposed to issue a 45-year

ligbility, '"a dead expense"
annuity of £2, 800,000 a year, so "savmg" £1, 200, 000;from the funds raised
by selling the annuity they would meet the heavy pensions costs of the earlier
and reduced costs of later years. .The scheme had obvious deficiencies that
were propounded by Ricardo, Hume and others, but was passed by a con-
fused House of Commons. 20 |

" It became necessary to find some capitalists who were prepared to
undertake the contract, and the largest capitalists declined to have anything
to do with it. 21 In 1823 the Gover'nment appealed to the Directors of the
Bank of England Very reluctantly they agreed to take £585 740 of the
annulty, paying for it £13, 089, 419 spread over five and a quarter years. 22
This was not to be the only time that the Bank was to lend money to the

Government

19, Hansard, N.S., VII, 164: Vansittart.

20. The debates are summamzed in W.Smart, Economic Annals of the
Nineteenth Century, (1910), vol.II, pp.85-87.

21. Spencer Walpole, op.cit., vol.H,--p.122

22. J.Clapham, op.cit., vol.II, p.89.




| measures, but to this should be added the Bank's independent pol1cy of

~33
Though the Directors had been glad, when accumulatmg treasure

aga1net resumptlon of cash payments, to reduce their holdings in the floatmg
debt, they were only too willing in the years of h1gh bullion reserves and - f :
' lew profits - from 1821 to 1824 - to oblige the Treasury in most emergenciee :
- It advanced £4 millions on Exchequer bills that had been issued by the govern-
| ment durmg the summer of 1822: th1s was to enable the Treasury to a551st '

. the hungry Irish, as well as to facilitate the current loan convers1on opera-

~ tions, and to extend its own mrcu]atmn 23

The Cred1t Policies of the Bank of England and of the B
Country Banks , e

‘The Bank thus co-operated with the Government in its reﬂatlonary

lendmg money on mongage, wh1ch 1t had v1rtua11y abandoned a century
'. ear11er 24 The Bank proposed to lend money on mortgage in May 1823, as , :
" one way of using its surplus bullion and enhancing its flagging profits, and
‘'when a very attractive mortgage proposal was made to the Com-m1ttee of '3;'
Treasury in October it was accepted at once. The Duke of Rutland had - | ;

: rnortgages and encumbrances on his land nmounting-to_£280, 000 arid asked
'. for a single mortgage of £300,.000 at 4 per cent so thatnhe nlighf c.lenr "these: ’
" off.  His rent roll was returned at £71, 000 and because.of "the great eligibil- ;

. ity of the securlty" the committee at once recommended 1t to the Court who

23. L.S.Pressnel{, op.cit., p.480. J. C]apham, op. cit., p.86. R
24. L.S.Pressnell, op.cit., p.479. : o
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accepted it the next day. 25

When accepting this Rutland mortgage, the Court agreed to proceed
with a policy of lending on the security of land up to a sum of £2, 000, 000.
Once it was known that the Bank was open to landlords, applicntions poured
in from all over the kingdoz-n. Before the year was out, nearly fifty had
been received. The Marquis of- Bath wanted £200, 000; the Duke of bevon-
shire £130, 000; Mr Bucknall Estcourt £170, 000 Earl Cowper, the Earl of .
Chlchester Sir J ohn Trevelyan and a crowd of others are all on this f1rst
list of 1823.26 Nearly all were accepted}.

. The business slackened off in 1824; there were only a dozen applica-
tions from January to May, but one was big and another the biggesf yet .,
received. The trustees of Sir Corbet Corbet wanted £104, 000 and the Earl
of Oxford not less than £350,000. The former got the1r mortgage, the
latter did not. The Bank refused to lend on Scott1sh or Irish land but
appear to have been over worked with their English correspondence. The
Directors were accused in Parliament in 1824 by the radical, Joseph Hume, ‘
of "acting as pawnbrokers on a large scale', at a time When new mort:gage
bueiness was already slackening off.- They. w_ere more reasone.bly accused
by Edward Ellice of locking their money up in-an unrealizable form of

security, the very thing that had brought down so many counti'y banks in

25. J.Clapham, op.cit., p.82.
26. Ibid., p.83
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1815.27 The money lent out exceeded £1, 000, 000 by the end of January 1825

and by July 1895 it had reached an apparent maximum of £1, 452, 396. 28

The ‘
operatmn was dis-continued in October 1826. |
However, the Bank had also decided, by September 1823, to lend on
gc;vernment securitieé and upon its own stock. A trivial amount was lent at
first- a thousand pounds or so - but in June 1824 it bounded up to £1, 00Q, 000,
and barely dipped below that figure unti-l July 1825, when it droppe;d to
£166, 500 to trail away almost to nothing .-29
- The Bank then,made every effort to put its unaccustomed wealth to
good effect énd perhaps in this way contributed to the over-speculation that
was to occur. However, the bullion at the Bank reached in January 1824
the enormous and unprecedented gmount of .£ 14, 200,000 and was in April 1824
as high as £13, 800, 000, x';vhile the circulati;n in April 1824 was £19, 300, 000:
or only one million higher than it ha:d been in February 1823. 30 -'.I‘he Bank
influenced the boom only indirectly: it was fin;mced directly by tﬁe pr-iVate
bankers in London and the country bankers.
The debt conversions and the fall of the bank rate from 5 per cent to

4 per cent in June 182231 had an immediate effect on the credit situation of

the country bankers, if only because a fall in the rate of interest, by reducing

27. Hansard, N.S., X, 226.

28. See statistics of mortgage lending etc. in Committee on the Bank Charter,
1832, Appendix No.6.

29. Ibid. L.S.Pressnell, op.cit., p.480.

30. T.Tooke, History of Prices (1838 vol.II, p.174.

31. J.Clapham, op.cit., p.34. -
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the profitability of their London balances and investments in bills, compelied :
them to employ their res—ources more fully, more actively.32 On the other
hand, falling rates of interest and rising confidence among the public could
be expected to stimulate the circulation of the means of payment generally.
The country banks, some of which in 1819 had expressed a dislike of small
ﬁotes, now either threw their dislike to the wind, or found it impossible to
resist their customers' demand for them. 33 One estimate of the total vol-
ume of country bank notes stamped each year in the period 1821-3 puts the
figure at. 4 millions, rising to 6 millions in 1824and in 1825 to more than
8 millions.34 In the provinces, small notes became the common method of
paying wages, é.nd by 1825 one-half or more of the issues of the bankers in
many districts were notes of less than £5. 35
Henry Burgess, then the secrét;ry of the Committee of Country
Bankers, pres‘ented to the Bank Charter Committee of 1832 a series of
index numbers for the note—issues of 122 country banks, in July of each year
from 1818 to 1825. 36 A simple arithmetic average of all tﬁe indexes showed
that issues had fallen unbrokenly from 1818 to 1823 by 12 per cent. From

1823 to 1825 they rose by 16 per cent. Since the statistics are of ratios only,

32. L.S.Pressnell, op.cit., p.480.

33. A.E. Feaveryear The Pound Sterling (Oxford, 1931) pp.218-219,
34. Hansard, N.S., X1V, 17, Lord Liverpgol.

35. William Cobbett, Rural Rides (1830), fol.II, p.24.

36. Committee on theBam Charter, 1832, Q. 5165
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~ and not ef absolute amounts issued they are of limited value. The issues of
s-ixty-four of the banks had rtsen less than the average, and seme had
actuafly fallen- those of forty-nine had risen by more than the average -
.. some of tnem by very much more. Clapham's suggestion of a "minimum
| extra issue of 20 to 25 ‘per cen ", may not be far out for many banks 31
Even the sound Bedford Bank mcreased its issues by 16 per cent between
December 1823 and December 1824. 38 The increases in the issues cited
by Burgess are the more revealing when an exammatlon is made of the
rise between July 1824 and July 1825, when the country notes were to reach
their peak: -the overall overage was a rise of 6.7 per cent, but fifty banks
| showed rises of 10 per cent ei' more. 3°

As early as July 1822, Barclays could write to bankers at Whitby
that ;'money can sca-rcely be ernployed at all or bills obtained at a higher
rate .than 33 per _eent from the brokers ..... the present unusual a.bundance :'
of money renders the occupatif)n of it.so difficult, and when occupted it is
.at so low an interest that after a material saerifice from being unable to
employ our money, and particularly since the payment of the last dividends,
we are obliged to place a 11m1t on the balances of correspondents on wh1ch

interest is a.llow ed". 40

37. J.Clapham, op.cit., vol.Il, p.97.
38. L.S.Pressnell, op.cit., p.481

39. Ibid.
40. K.F.Dixon, The Development of the London Money Market, 1780-1830.
London Un1vers1ty Ph.D. 1962 p. 166 .
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There was also a considerable increase in the volume of bills of
exch:mgé. William Leatham, a Quaker banker of Yorkshire, estimated
that the total stamped in 1825 was £260 millions, £28 millions more than
in 1824; the daily circulation of bilis he estimated —to have increased from
£58 millions to £65 millions. 41 |

These were days of very easy paper money. Credit was expandmg
rapidly and yet there were few opportunities for investment. The debt
conversions, in particular, partly accentuating, partly reflect.ing the down-
ward tendency in the long-term rate of interest, had the immediate effect
of éxciting "among persons whose incomes were in consequence diminish?d,
a restless feeling, and a disposi_,tion to hazardous investment. w42 There
was a proverb current in the financial world that ""John Bull ca.n sténd

many things but he cannot stand 2 per cent".

The Progress of the Trade Cycle
: 1821 - 1825.

Before turning to a detailed analysis of the investment boom that
focussed itself on South American prospects, it -is wise to interpret more
fully the underlying trends of the British economy in the first half of the

eighteen-twenties. A descriptive account of the timing of the booms, for

41, W.Leatham, Letters on the Currency (1840) pp.67-68.
42. T.Tooke, op.cit. vol.ll, p.19l.
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it }!will become apparent that there was in reality more than one, will then

" be outlined.

A clearly marked cycle can be traced from 1820 when recovery

from the depression of the post-war years was already under way, to 1826,

r
]

the bottom of the succeeding depression. The economi system gradually

_ recovered to the end of 1824. .Security and commodity prices then rose

ina spectacular inflationary spil:a.l and industry moved to an unstable full
employment In the spring of 1825 a turning point came, and by December
there was severe financial pamc The depression deepened until the
closing months of 1826, when a m11d revival began. 43
This was an age wheﬂ advances were made towards free trade. In
1823-5, tariffs, with the exeeption of those on grain, were generally |
lowered, and their administration simplified. Hiskisson's new tariffs ..

ranged between 10 and 30 per cent, while the old rates varied between 18

and 40 per cent. 44 These alterations were by no means an acceptance of

_the blessings of pure free-trade, but were a reflection of the confidence

that British manufacturers had in an unrestricted international market.

In another sense,as Gayer, Rostow and Schwartz agree, they were etrictly _

a product of the boom of 1822-5, as in 1825 British-manufacturers were

less concerned with foreign competition than with cheaper supplies of raw

43. A.D.Gayer, W.W.Rostow and A.J.Schwartz, op.cit., p.171,
44. W.Smart, op.cit., vol.II, pp. 192-226, 264-290.
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materials. The timing of the tariff reductions was closely connected with,

and indicative of, Eritain's economic growth in the early twenties.

. Domestic I;ri'ces fell almost continuously from 1818 until the trough

' was rmehed in Ma3}, 1822. The index remains at this low level through

" the rest of 1822, but mov es rap1dly up from January to June 1823. After

breaking sharply to October, it rises by February 1824 to about the 1eve1

of the previous June Until September 1t sags shghtly, only to rise steadxly

through the last quarter of 1824 to a peak in May 1825 from which time it

falls severely away to a low point in July 1826. 45
The condxtlons of supply for agncultural commodities were the

princ1pa1 determmants of the price level. The rise in the index in the

early months of 1823 and the fall and recovery in the latter half of the year

are clearly connected with fluctuations in the grain r'narket.46 " The low

point in the domestic index comes in May 1822; in grain prices in October,
The movement of non-agricultural domestic commodities &etermines the
‘lower turning-point, as they tended to recover slightly in the spring of 1822

from the long downward movement begun in 1818. A few domestic com-

modities reflect a further brief spurt about December 1822 to February 1823.

45. Ibid. p.74. -
46. T.Tooke, op.cit., vol.ll, pp.121-122, _ : - ‘
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in .response to fe?,rs of a general European war.47 The major rise was
in colonial products, whose supply, it was feared, would again be obstruct-
ed but some domestic commodities as well were affected. After the |
. short rise, they sagged again_until 1824, while later in that year, the sub- _.'
~ stantial rise began which ended abruptly with the cessation of the boom in
the middle of 1825. Individual dorhestic prices, of course, vary coneider-
ably in their rixovemeht, although they agree in the decisive rise and fall
of 1825-6. 48

Except for the rise in the prices of colonial produce in the early
months of 1823, and of cotton, in the latter months of the year, import
prices tended to fall steadily from the beginning of 1822 to October 1824. 49
At that time, an apparent deficiency of commodity stocks, combined with I
the feverish speculative optimism which pervaded the stock exehange and
industry, caused a commodity import boom. This reached its peak‘ in May '
1825, when a severe decline set in, which pereisted to July 1826. 50 Over-!
trading manifested itself partieu.larly in the case of cotton which was of
paramount importance and it was here that thé reaction was first felt. The
decline of overall import prices in 1825-6 brings the index to its lowest

51

point since 1791,

Between 1821 and 1824 Tooke states that 'the trade and manufact-- -

47. Ibid. pp.79n. and 140-141 -

48. See A.D.Gayer, W.W.Rostow and A.J. Schwartz, op.cit., p.176,
Fig.50,- Prices, 1821-6. ,

49. T. Tooke, op. c1t , vol.II, pp.140- 141

50. Ibid., pp.154- 156 - RS

51. A.D.Gayer, W.W_.Rostow, 'and A.J. Schwartz, op.cit., p.181.
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‘ ‘ures of the country had never before been in a more regular sound, and

| satlsfactory state " That p1cture conforms to avaﬂable non-statistical

evidence on the iron 1ndustry In 1822 the Staffordshlre iron trade was

reported "in the fullest state of act1v1ty" while the manufacturers of iron-

mongery and cutlery boasted that their wares "were beyond the danger of

rivalry". 52 Even in Birmingham, which had suffered most directly from

a cessa.tion of wa?r-tix-ne orders after 18'15, "the whole body of the working

claeses w.ere w‘ell employed, ag}d a great nu.mber of new houses had been

built." 53 1824 was a year of "great prospez‘-'i'ty everywhere" 94 with the
ri.sing. prices of the latter mon&hs extending profits and caus:mg strikes. 99

| Asa reeuit of the new investments, orders for rail iron, water-mains, lamp

posts and mining machinery were coming to the foundries on a larger scale

- than ever before. The iron industry in: the early months of 1825, exhibited

all the characterisfics of an industry operatiné at strained full capacity:

consumers eager to buy; manufacturers raising prices in natural response

to the inelastic demand as well as by monopoly agreement; Irising wages

and strikes. 56

52. W.Smart, op.cit., vol. II P 123.

53. Ibid., p.145.

54. Ibid., p.183.

55. Ibid., pp.231-233.

56. A.D.Gayer, W.W.Rostow and A.J. Schwartz, op.cit., pp.194-5.
Beveridge gives a weighted index of physical output for all industries:

as follows:- _ . , :
1820 1821 1822 1823 1824 1825
5270 912 96.8 10376 1127 1370
1826 - 1827 1828 1829 1830

1020 107.0  103.9 oT.T BB contd. -
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Expectatiohs held in the latter stages of the boom caused an extension

~of "plant" For instance, in the coal industry, old pits were extended and

'-.-
O

new ones sunk while there was also an improvement in the pumping
machinery of several collieries, making possible the exploitation of deeper
~ veins. This extension of plant was most significant in the\textﬂe industry and
I‘ part1cu1ar1y with the increase in the number of power-looms. Itis s1gn1f1cant
that the riots during the depression of 1826 were_charactorized by the de-
stmct{on of many of the new power-looms.

As has been indicated, labour fared well in the final years of the boom,
and with g sh'ortago of hands, money wages rose rapidly. Efforts at organiza-;“.-
tion were aided by the repeal, in 1824, of the Combination Acts. A part of I
the new freedom was withdrawn in the revised Act of 1825; but labour's
'organization at least was no longer il.legal. In 1826, l;owever, monéfy wages
fell sharply, retail prices considerably less:. it was a year.of widespread and

severe distress. o7

\
Exports grew satisfactoi'ily in the early 'twenties. With the exception
of 1823 there was a steady mcrease in the volume of exports, ‘from 1821 to
1824, followed by a minor decline in 1825, and a drastic fall in 1826 The

rise in prices in 1824-5, however, makes 1825 a peak year in the anr_mal

William Beverldge, "The Trade Cycle in Britain before 1850" Oxford
Economic Papers, Number 3, 1940.
57. A.D.Gayer, WW.Rostow and A.J.Schwartz, op.cit., p.173.
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.'figures for the feal value of exports, wh11stthe offic_';ial values of imports are
alsb at a peak in that year. The ‘r.nost important.inc'rease in exports (1821-5)
and the sharpest decline (1825 6) appear in the export figures for Central and
South America. 58 The substantlal decline in shipments to the United States,
in 1826, clearly reflects the consequence of the panic of the previous year
‘and the depression there. While the sales of British merchants to the Con-
tinent still 'constitﬁted the largest single cateéory of their business, they play
a relatively minor role in the flu;;:tuations of tdtal expozjts. 99 The speculative
boom in foreign trade, from the closing months of 1824 to about April 1825
has been described in its impact on prices. Many of the contracts were made
when prices and 1nterest rates were low, and the general prospects for trade
highly optimistic. 60 The rise in pgmces, ‘however, discouraged purchases
abroad, while producers at home fpund that their import requirements were
more than fully met. A money market experiencing severe stringency -
partly in consequence of the increased credit demands for foreign trade
financing - helped reverse the upward trend.

. The character of this whole business cycle, however, can be dis-
tinguisﬁed from eaflier cycles by the scale and scope of new p_rfvate inve.st-

ment. There was an increase in railway constructions, new docks were built

and what appears to be the greatest building boom until the forties took place.

58. See pp. 17-23.
59. A.D.Gayer, W.W.Rostow and A.J.Schwartz., op.cit., p.182.
60. T.Tooke, op.cit., vol.lI, p.147.- '
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Gasilight, insurance, building, trading," ifivestment and provision com -

pahies, and above all companies concerned with South America and the loans '

to that continent impart to these years their unique character.
Fifteen new railways, covering 256 miles and costing £3.64 millions, .l'

61 In 1824-5, two large docks compames

were éompleted from 1823 to 1826.
and the West India and General Steam NaV1gat10n companies were formed,
". the latter two involving £4 millionss. 62 Even so, the boom in Mexican

and South American mining shares was the most sensational of the develop-
ments in the capital market in these years. The attitude of the investing
public was made optimistic by the governmeﬁt’s formal recognition of these
states in 1854, and the ''restlessness'"of the British investor suffering from
~declining yields made fo.r an easy ajcc.epta,‘nce -of both government and ‘mining
prospectuses. More than half of the forty-four mining companies which '
appeared in 1824-5, and, survived until 1827, were o;.)erating in Latin
America.®3 Finally, the public was induced from 1822 to 1825 to export
enormous améunts of capital overseas in government bonds, predominantly
to South America, and these bonds, in the amounts actually paid up, con-
stituted the largest single catt-egory of new investment which can be estimated
for the periﬁd. | |

The course of this extraordinary cycle in new investinent can be traced

in the security' indexes as well as in the price of Consuls, Bank- Stock and

61. G. ﬂ Porter, Progreesof the Nation (1849), . pp. 329- 330
62. Henry English, A. Complete View Of The Joint Stock Compames Formed

During The Years 1824 and 1825 (1827) p. 8.
63. lbid. pp.4-6. . ':
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India Stock The security 1ndex inclusive of mming shares, moves up
'graduauy throughout 1822. From December to Apr11 1823 it declines
in response to the war fears mentioned earlier. This movement appears
" inall security prices. From the spring of 1823 tne upward movement
is resumed at an acce.lerated pace, until June 1824. From June to Octo-
ber the index tapers in its rise, but in October the wistd speoulation in
mining shares broke out From October until January 1825, the index
inclusive of mines rises extravagantly to be checked in February-March
from whence it declines ever more rapidly to September 1826, 64

The index exclusive of mines, after rising through 1822-3, begins
gratdually to decline in October 1?24, after a very minor advance in the
previous quarter. The decline was checked in the first half of 1825,
probably due to a snift from mining shares, on their first decline, into
other securities, before the credit structure supporting the whole market °
collapsed. From September 1825, the index falls without interruption; |
the major decline ending, however, by .March 1826. The prices of
Consuls, India Stock and Bank Stock, although there a.re marked dis-
simi]ariti-es in their movement, nll show turning-points in 1824, antici:-
pating or at least preceeding the' Stock Exchange crash. 6_5

During the financial crisis the Bank of England came to the reeoue a;'s '
the ‘.lender of last resort. ﬁuring 'the period’of industrial and commercial

'expansion as has been indicated, the Bank dtd not enlarge its discounts

. 64. A.D. Gayer W.W.Rostow andA J.Schwartz.,. op. c1t . pp.190-191 .
~ 65. Ibid. p.191. .
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greatly, but . during the latter balf of 1825 until 1826 it increased its

private loans against a rapidly declining reserve.

The Attractions of Investment in South-America

The structure 6f the boom has noﬁ been outlined. The lowness of
interest rates in the early 1820'4 may be contrasted with the great de-
ficiencies of the public investment mechanism. The so.rt of person who
invested in the Funds knew very little about the c'>pportunities for invest-
ment in manu:facturmg activities at home, and had knowledge of only a very |
limited range of nationally promoted and advertised schemes, such as
those involving foreign governments. Hence there was a certain inevitabil- :‘
ity about the rush to invest in South America; firstly in its governﬁents

and secondly in the new mining companies.



I natural that the governments of the new nations should float their first bond

48—
CHAPTER III

British Investment in South American o i
~Governments. b

By the time their independence was won, and in some cases even before
it was won, the new nations of Latin America were considerably indebted to
British merchants, shipowners, soldiers and army and navy officers. . Since

Britain was the only country in the world with a large surplus of capital, it was ,

'issues in the British market. Colombia was the first nation to avail herself of
- British capita.i and the affairs of the Colombian loans will be discussed first as
they set a pattern for the loans to the other states. A ge_n'efal analysis will |

_then be made of the total sums involved in this investment process as well as

| the individuals and firms concerned and the methods used to induce investment.
| A more detailed analysis will be made of the mechanics of raising the loans for |.
- Buenos Aires and Chile, and fmally, the fraudulent "Poya1s" loan will be dis-

cussed

~ The First Debtor: Colombia - _: Co RIERR

Colombia led the way in the settlement of her accounts after her ow’n in-_-'fi;

dependence had been won. The Colombian v1ce-pres1dent Zea, arr1ved in ?'_.5 .

. London in June 1820, with powers as minister plempotentlary, although =~ =~

Castlereagh would have nothing to do with him officially. = Bolivar, acknow-

o ledged as head of the government in Colombxa, had sent Senor Zea to England"..‘_

T Castlereagh's refusal is at F.0.97:14
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"-w1th powers to act for the service of the republic, and, if possible, to pro-

| curea loan to the amount of five millions sterling. 2 B

The new republic had h_onourab.le intentions. During the_ installation of :

the Congress at Angostura, the President spoke of 'the foreign creditors of |

the republic, '"Those friends of mankind ére the guardian geniuses of Ar'nericén

and to them w.e'. owe a debt of eternal gratitude, as well as a religious f'u]fil'-‘
‘ment of the several obligations contracted with them. The national debt, .

legislators, is the deposit of the good faith, the - honour, and the gratitude

" of Venezuela:® respect it as the holy ark which encloses not only the urights |

of our kenefactors, but the glory of our fidelity. Let us perish, rather than- -
- fail in any way the smallest point connected with the completion of those en-
| gagements, which have been the salvation of our country and of the lives of.

* . her children. nd Similarly, in the first public act by which the provinces

forming the Republic of Colombia were united, the third article stéted that

mortgaged for the payinent of it, and the most productive branches of the

" "The debts which have been separately contracted by the Republics of

. Venezuela and New Grenada are, by this law, recognized, in solidum, as

"'the national debt of Colombia. All the public property of the State remains

. public revenue shall be applied thereto. nd With these. worthy sentiments to

2. An Officer Late In The Colombian Serv1ce The Present State of Colombia

(1827) p.234.
- 3. Then part of "La Gran Colombia".

tion of Colomb1a(1822) pP. 82 -This work also the introduction to Colombla
...... A Geographmal Statistical, ...... And Polit. 1cal Account 11322 -

5. Inidy, pp- 82- 83.
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back him, Senor Zea arrived'in England.

Old claims and bonds were transferred to debentures paymg ten per
cent, but these were soon to become part of the two m11110n pound loan
that was floated in 1822. Such was the confidence in the new republic‘ in

-England that Zea would have found no difficulty in prgcur’ing’ considerably
more than the two millions that he obtained. This loan was contracted for ..’ |
.by the house of Messrs.Herring, Graham and Poles; the Colombian |
) government receiving eighty pounds for every hundred, and engaging to
pay an interest of six- per cent in half-yearly dividends, payable the 1st |
of May and November in each year, and to appropriate one per cent to the'
forﬁution of a fund for the liquidation of the debt. 6

It was generally considered in the City of London that the con-

tract made by Zea was, under the circumstances in which Colombia was

then placed, and in comparison with the terms of loaﬁs raised by European

powers, extremely favourable to the repub.lic.7' All concerned seemed -

- ¢ well pleased and a celebration was held in the form of a public dinner to'

o Anglo- Colomblan relations, including Messrs. Herring, Graham and

e .‘Powles.

" Senor Zea. They drank the health of almost everyone who had benef1tted

In the interval, however, which had elapsed between Zea's .

appointment and the negociation of the loan, the constitutiona.l government _:."

6. The Presenf State Of Colombia, pp 234-235.

7. Ibid. o
- 8. For a descr1pt1on of the dinner see Colombxa .. etc.', _ pp.72853747.
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of Colombia had been established. On receiving intelligence of the steps
he had taken and the manner in which the money had been appropriated, it
issued a decree declaring that the powers granted to Zea by the president
did not extend to financial arrangements and refusing to acknowledge the
loan he had contracted as a debt of the nation. 9 These measures aroused
the indignation of all who were connected with the loan, as the documents
with which Zea was provided, signed by the president and countersigned by
the secretary for foreign affairs, contained the clearest evidence of the
validity of his appointment, and his continuance in England, as accredited
agent of the new government, seemed to imply their tacit acknowledgement
of the poWers with which he had been originally invested.

The Government of Colombia was adamant about her new position.
"If we give credit to what has repeatedly been written us from London, we
must admit that the inconsiderate operations of Mr. Zea, both in political
and financial matters, have essentially conducted to embarass and perplex.
We have already noticed his circular note which, from its style, and the
manner in which it was addressed, was certainly seen and received in
many quarters with extreme displeasure. His financial transactions were,
however, still more arbitrary, and destitufe of every reason which could

induce the executive to approve of them, even taking them on the ground

9. The Present State of Colombia, p.235.
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of expediency alone. n10

The promotex;s of the loan sought to reasgure the public and held a

| ~ meeting of Colombian bond-holders on 11th January 1823, to explain that

the loan was perfectly legal and to back their case produced the opinions-of
three eminent lawyers, Dr.Lushington, the Solicitor-General, and Mr.
Serjeant,Lens who held tilat -the c(;ntract entered into by Mr. Zea was
binding. 11 However the affair became even more confused when it became
known that Zea had issued debentures to himself to the extent of

£66, 666.13s.4d. 12 French newspaper comments were reproduced in a
London paper to the e:ffect that he acted illegally throughout. 13 of course,
fhe promoters of the loan rushed to his rescue and prwided space for his
version of the events to be known, as well as ensuring that their own conduct
appearhonourable. 14 However, it seems quite likely that the powers of Zea
were revoked and the contractors informed of this several months before the
contract for the loan was signed. 15

Unfortunately the circumstances of this affair were never thoroughly

explained as Zea died within a few months of signing the loan. 16 The

10. Colombian State Papers, translated from official copies (1823), p. 36.
Report of Don Pedro Gual, Secretary of State for Foreign Affairs of
the Republic of Columbia for the year 1823.
11. Statement Presented To The Meeting Of The Holders Of Colombian Bonds
(1823) pp. 28-38.
12. The Contractor Unmasked; being letters to one of the contractors of the
- Colombian loan by a member of the honourable society of Lincan's Inn
. (1823) p.16.
13. See The Recognition..... etc. pp.100-103.
14. See the numerous letters of Zea and the promoters, and rebuts to their
critics in ""The Recognition .... etc. pp.82-107.
15. The Contractor Unmasked, p. 18

Lot R ) R R R 1-..-1. - “— O0p
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. Colombian government's complete rejection of the loan is confirmed by the_

- unfortunate story of the two war-ships sent out by the contract¥on account - '

of the loan. The "Charles' and the ""Constantine" arrived ;eparately at

La Guayra but 'the. Colombtan author:xties refused‘to receive either and they' : '
had to return to England. 17 | )

| -The successor to Zea, as agent to the republics in England,was

o SeTior Itevenga, a well-travelled man who was as qualified as anyone could

: be to promote the interests of his country. However, the arrival of Reveﬁg"aj

- brought little comfort to the contractors of the loan or the investors as he

- | was not in a position to acknowledge the loan contracted by his predecessor.

R .. "The contractors hé,ve only to add, that on the recent arrival of Mr. Revenga

| m this city, they laid before him the contract for the loan, .the power under
which it was raised, and the acoount of the appropriation:: of the proceeds .
| . Mr. Revenga acquainted them, that he should send the account to the Govern-'
.ment, but that he had no authority to interfere in respect to the loan, the :

. Government not having up to the 29th September last, received any official

";":: notice of any loan having been contracted for its-account, and it following,. as

i e : a matter of course, that the Government could not give dlrectlons to approve

N or disapprove that of which officially it knew nothmg n18 appears that

Revenga lived in London under the constant threats of creditors to the .E"' s

Colombian repubhc and he soon arranged for his recall. 19

“* . T7. The Contractor Unmasked, pp.29-30.

: 19 The Present State of Colo'mbla, pPp.236-237. -

18. Statement Presented .... etc pPpP.22-23. Also Colombxa veees te., .
p.755. See The Contractor Unmasked, p.6 and Revenga s letter to the
Daily Courier, June 24th 1823. . o
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Sefior Hurtado was appointed to succeéd him, and about the same
time the Colombian government findiné itself in need of money sent Sefiores
Montoya and Arrublas, two wealthy Colombian merchants who were them-
selves considerable creditors of the country, to Englandas commissioners
with the object of raising a further loan. 20 1t was obvious that such a
mission would be fruitless unless the former loan were acknowledged by the
government, and Sefior Hurtado was empowered to take this step. The
Colombian commissioners arrived in London early in 1824 and immediately
made proposals to prominent capitaliéts. Mobney was abundant in England
and despite the earlier setbacks, public confidence was strong in the re-
sources and stability of the new American governments. There was, there-
fore, considerable competition for this contract. |

The commissioners selected the offer of Messrs. B.A.Goldschmidt
whereby the government received eighty-five per cent of ;‘34, 750, 000 to |
which they became indebteéi. The government of Colombi;a. was to pay an
interest of six per cent, payable half yearly, on the 15th of January and Juiy
and to appropriate an annual fund to provide for its redemption-in thirty
years. 2l i had been usual, in similar loans, for the cpntractors to retain
a sufficient sum to pay the dividends of the first two years; in the present
instance, an amount equal to the dividends for that period was withheld, but

it was stipulated by the contractors that the interest should commence from

- . Y e

20. Ibid., p.237
21. Ibid., p.238.
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t he 15th January 1824, although the loan itself was not contracted for until
April subsequent to that date, and the first instalment upon it was not paid
until June of that year, nor the last until the month of August 1825. A great
~ part of the money thus withheld became a bonus for the contractors rather
than a security to the holders of stock for the payment of their dividends. 22

By'the eighth article of the contract the commissioners appointed the
house of Messrs.B.A.Goldschmidt & Co. agents for the republic in ali its
mercantile transa.ctions in England.- By the ninth, they were appointed speci
agents an‘d commissioners for the pafment of the interest of the loan and
management of the sinking fund, allowing them a commission of two per cent
" and all their expenses. According to the tenth article, the republic engaged
to negotiate no other loan in Eurdpe or elsewhere for two years without the
approbation of Messrs.B.A.Goldschmidt and Co., and if any loan were con-
tracted in England within or after the said two yeafs, the house was to have
the preference in taking it. 23 |

When the terms of this contract became known in Colombia, they
caused such dissatisfaction that it even became a question whether or not
the loan should be acknowledged. This displeasure was still further increass
by a protest forwarded to Bogota by certain London merchant bankers who
complained of the manner -in which the contré.ct had been made. Mess_rs.
F. & A. Bailey and I.L.Goldsmidt felt themselves unfairly treated by the

Colombian loan as they had offered better terms to the agents than those of

22. Ibid.
23. Ibid., p.239.
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B.A.Goldschmidt. They had offered eighty-eight per cent and on conditions
more favourable to the payment of the first interest. The petition and
affidavit which, together with other documrents,they addressed to the Vice-

24 pointed to the fact that the

President of the Colombian Government
negotiafions had been conducted in the manner contrary to accepted practice.
Instead of the tender being opened in the presence of all concerned and the
hiéhest accepted, 25 Goldschmidt had announced that he had coﬂtracted the
loan before the hour when the last tenders were to be accepted, 26 gnd it
soon emerged that his offer was not the highest. 21

A special commission of finance was appointed in Bogota to inquire
into these circumstances, and report to the Congress the result of their
investigation. It decided reluctantly to uphold the agreement but introduced
a modification of the eighth and tenth articles, by which Messrs.B.A,
Goldschmidt and Co. @®re appointed agents for the loan only, and it bound
itself to give to that house a preference in case any new loan should be con-
tracted in England within two years only. 28

These difficulties having been overcome, things went on very smoothly
as long as any of the money reserved for the payment of the dividends
remained in hand. However, when the term of two.years, acéording to the

conditions of the contract, had expired in January 1826, the dividend then

24. Published in London as, A Statement Of Some Gireumstances Connected
With The Mode Of Contractmg The Colombian Loan In April 1824 <I§25$

25. lbid., pp.10-11

26. Ib1d,, p.12

27. Ibid., p.13

28. The Present State of Colombia, p.241.
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due was paid with the las of that money, and the government was left to its
own resources to make future pi'ovision for debt paymlents. 29

It unfortunately happened that considerable commercial distress ex-
isted in England at the time that the first dividend to be.provided for by a
remittance from Colombia became due. The house of B.A.Goldschmidt was
suffering financial embarrassment as were many othex; houses and it was
for a while supposed that this was holding up payment of the dividends, al-
though from the few direct communications which were made td the public
by Senor Hurtado this was hardly mentioned. 30 The first serious alarm
however felt by the public on the subject of Colombian stock was certainly
excited by the failure of Goldschmidt at the beginning of February. On the
28th of that month, Senor Hurtado published a letter in th-e newspapers with
the object of quieting the apprehensions of the creditors of the republic, in.
which he stated ''... that he had arranged with the house of Messrs.
'Herring, Richar.dson and Co. for the payment of the dividend on the loan
of 1822, due the 1lst of May, and that money for the payment of the dividend
on the loan of 1824, due the 15th of July, having been ordered by the
Colombian government to be deposit-ed for shipment at Carthagena, he some
time past despatched a vessel for the purpose of bringing it to England." 31
The dividend in May was paid in due course; but on the 15th of Juiy

there was no' word of the momey mentioned in the above letter, or any

communication from Senor Hurtado on the subject. The bond holdersloudly

29. Ibid., pp.241-424.
30. Ibid.. p.242.
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voiced thei.r discontent as they at least expected some explanation of what
had occurred. Two or three’'days later, however, the Colombian minister
again addressed the public stating that, ... having received several applic-
ations from persons describing themseh:res as holders of Colombian bonds,
soliciting information on the subject of the dividend, he thought proper to
inform them that the Colombian government having made arrangements for
setting aside a certain portion of its revenue for the payment of the dividends
upon its loans, he had despatched a vessel to bring the sum necessary for
that purpose; in consequence, however, of the government of l?eru, which
had become debtor to Colombia in a large amount, having authorized the
raising of.a loan in England, the Colombian government had sent an order
on the Peruvian agents in London for the amount, but that, owing to their
inability to raise such a lo—an it had not been honoured; that the Colombian
government had not been informed of their circumstance, or of the failure
of Messrs.Goldschmidt and Co. in time to remit the requisite funds, _but
that he hoped to receive despatches shortly which would enable him to make
them a communication in every respect satisfactory. 32

The portion of the revenue here alluded to as i)eing set aside for
the payment of the interest of the debt was one-fourth of the produce of the

customs, which, by -an act of congress, passed in the session of 1824, had

been appropriated to that purpose, and was ordered to be sent frogm the

32. Ibid., pp.243-244.
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different ports on the Atlantic coast to Carthagena; and from those on the
Pacific to Pahamé, where it was to await the orders of the government for
its transmission to Europe. The money mentioned by the minister in his
fii-st communication as.having been deposited for shipment at Carthagena,
by order of the government, was probably this same appropriated portion
of the revenuej but as no tidings were received of it, it appears to have been
applied to other uses. 33

’ As soon as the embarrassinent in the state of Colombian affairs
in England was known in Bogotd, an extraordinary meeting of the congress
was convened for the purpose of providing for the emergency, and it is worth
noting that in the decree® issued on that occasion, no notice whatever is
taken of the failure of the agents of the republic. The sole reason for the
emergency was ''... that ingelligence had just been received that Peru was
oot able to procﬁre a further loan in England, and as Colombia had relied on
that resource to pay the interest upon her debt, it was necessary immediately
to provide means of payment lest the republic should suffer in its credit. n34
It seems extraordinary at first glance that a nation should trust the presérva-
tion of its credit to so uncertain a contingency, but as with most of the South
American governments at this time, the government of Colombia had given

little thought as to the means whereby it would pay off its debts, and some

contemporaries speculated as to whether these governments had ever had

33. Ibid., p.244.
34. Ibid., p.245
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- serious intentions to do so. The government of Colombia laid out extensive |

| plans'fnr raising the money to pay its debts. 39 However, what was possible -

in theory was impossible in practice and the nation remained in default. - . -

The Organization Of The Loans

The ease with which Colombia was able to raise money in London with_ :
virtually no security in 1822 persuaded others to participate, primarily to

.. supply their miniature armies with uniforms and ammunition and écqu-ire a

o sh‘ip or two.
- Byron wrote somewhat ironically:
"Every loan
Is not merely a speculative hit,
But sets a nation or upsets a Throne rn 36 '
So began the mania for South American bond issues that was to prove

, disastrous for the British investor, as by the end of 1827 evefy issue had gon_é

into default.37

Mr’\ " Four issues with an aggregate face value of £3, 650 000 were sold to. -

. British investors in 1822, and ten 1ssues with an aggregate face value of

£17 479,000 in 1824 and 1825, making a grand total of £21,129, 000 Mex1co,"

_. the largest borrower, floated an aggregate of £7, 000, 000 1nc1ud1ng £600 000

~ for the Mumc1pality of Guadalajara; but "La Gran Colombia'", then embracmg

- 30. dee The Present State of Colombia, pp. 245-251, for the Colombian plans
.- -36. Don Juan, XII, 5, 6.
_37. Brief h1stor1es of these bonds are included in Annual Reports Of The

Council of The Corporation Of Foreign Bondholders (London) for 1873 and
- subsequent years, and in The Stock Exchange Year-Book (London) for years
" from 1875. See fig.l fOT details of each issue. . ... . 5.0 0.
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- up into the republics of Costa R1ca El Salvador, Guatemala,. Honduras and

- which the 'loan was to be issued.38 However, on-occasions, it appears that |

? " cheap it was for them to borrow money in London.

script form, and sent round to brokers and wealthy clients. Newspapers were _'
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‘. what later became the three nations of Colombia, Venezuela and Ecuador, was f |
. a close second, with £6,750,000. Brazil borrowed £3, 200, 000; Peru, |
. £i,-816, 000,and Chile £1, 000, 000. The province of Buenos Aires, which carried

- “out most of the external affairs of the loose Argentine Confederation, borrowed |

+.£1,000, 000, the ridiculous and largely mythioal Kingdom of Poyais (on the

. east coast of Central Ame r1ca) floated a loan of £200 000, and the United

| ~Provinces of Central America (wh1ch were never really united,. and soon broke

'_ Nlcaragua) borrowed £163, 000.

The negotlatmn of the loans followed well-defined lines.  An agent of

the borrowing government appeared in London,' usually a high official or private :
| persons operating on a commission. The agent approached one or more issuirxg‘ '

_houses and arranged a contract with one of them setting out the terms upon

~ promoters (or issuing houses) actually approached the governments of South - ' |

.." American states pointing out how simple, what good policy and above all how '
. . 39 . . o : .I ..i.

Thenceforth the issuing house was in charge of all arrangements
s Usually it sought the influence and assistance of other pa.rtxes w1th whom to

: share the risks and the profits. Prospectuses were prepared often only in manu-.

5 e.‘-f: supplied with readmg matter extolling political condltlons in the borrowmg

""" 38. L.Jenks, The Migration Of British Caplta.l To 1875 (1927), p.47 - i

.89, P.H.Emden, op.cit., p.40.
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states. Pamphleteers were engaged to prepare elaborate studies of -resources;

- scheme of colonization and develppment as well as the loan.

topography,an(_i customs of the relevant states. '‘Colombia ..... " cited above

.+ is an excellent illustration. The connection with the contractors was distinetly

" avowed in the introduction, while the book was intended to promote an elaborat

40

Nor were the promoters averse to share-rigging of the type so expertly

| practised by their brothers-in the field of company promotion.‘l-1 After en-

thusiasm had beenaraised to a high pitch, a selected group of insiders received

" large blocks of bonds and it was promptly announced thatth_e issues had been

. complétely sold out; but it was at the same time hinted and suggested that a few

bonds could still be bought from original purchasers who might not recognize a

. " gilt-edged security when they saw it. This caused further excitemernt and a

" feverish scramble by eager applicants. The contracting firms and their
associates then unloaded all they had at a profit and the bonds forthwith decline

- . in value.42 If investors had bought the bonds at the price of issue announced,

. their total actual investment would have been £16, 892, 220. ‘But as the market

‘ ‘was rigged against them, they invested considerably more, possibly £19 millic

" or £20 million altogether.

There were not many firms engaged in -this issuing business,. althouj

- * ~more participated in what was later called the "underwriting''. The hi storic

connection of Baring Brothers and N.M.Rothschild with Argentina and Brazil.

'.;;:':' - 40, "On the concoction of news, see Morning Herald, 29th December 1825 . On

underwriting, see J.S. Rlcardo in The Times, 28th October 1826.

. 41. See pp. 88, 97-93.

ST

42 J.F.Rippy, Br1t1sh Investments In Latm America 1822- 1949 (aneapohs,

© 1959). pp.19-20..
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respectively dates from this period; and it is essential at once to point out the:
distinction between their respectable dealings and the dubious promotions
carried on elsewhere. Barings, as well as promoting the loan 'of 1824 to
Buenos Aires, 43 came to the rescue of the Mexican government, and it was
only an advance of £131, 154 that prevented-Mexico from defaulting in 1827 on
her existing interest payments. Although the greater part of the advance was
repaid by 1830.and no money was lost by the operation, Alexander Baring later
remarked that since the default on interest paym'ents reflected on the character i
of his house, he would have paid ""some thousands to blot out the mistake. 4
Certainly Barings did not -succumb to the p.reva.i]ing hysteria in Loﬁdon
over Latin Ameri-can undertakings. In February 1825, the head of the house
spoke in the House of Commons against éhe joint-stock ma nia as interfering
with "legitimate'* government loan making. He adhered to that policy and in-
volvéd his firm in a relatively small volume -of Latin American business even

on government loand;. Even so, later partners at the time of the '""Baring

Crisis" of 1890 certainly had reason to wish that relations with Argentina had

- never been inaugurated.

This relative aloofness,Barings shared with Rothschilds who concerned
themselves solely with Brazil. When Nathan Rothschild was offered a new

Brazilian loan in 1829, he was not particularly keen to continue his association

43. See pp. b1- 11
44, R.W.Hidy, The House Of Barmg In American Tradeand Fmance (Cambndge,

Mass., 1949) pp.66-6T7.
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.. with that natlon "This loan (£400 000) was offered to Mr. Rothschlld at 50 pe:

L -cent, who refused it; but when he suspected that other cap1ta11sts (Messrs

- Baring) were offering for 1t‘, he took it, in con;unctmn with Messrs. Thomas -
and Co. at 54l 45 |
A.L, H&a?ﬁ“dingﬁﬁ-&B A, Goldschmldt Barclay, Herrmg and Richardson,
g Frys and Co., J.and S Rlcardo Thomas W1lson Hullett Brothers and Reid,
Irving and Co contracted for most of the loans to minor states These houses
| were not banks and they did not issue notes or keep current accounts, although
some of them,accepted denostts.46 Ricardos excented, they were not stock-

-brokers. They were mercantile firms engaged in a large way in foreign trade

" with resources and connections which made possible an active business in

- acceptances and exchange. It was their impbrtance in the remittance market,

_ . the mobile character of their assets, the extent of their connections more than

. their intrinsic wealth that made the business of foreign loans available for then

They seem to have had no sales organization and their success depended upon - -

.| their friends and the manipulation of crowd psychology on the Stock Exchange.: '

The terms of the loans varied widely, but in general, governments pre{

. ferred to borrow at'a low interest no matter how large the discount at which {

.- the loan was issued. The highest price of issue was 893 for the Mexican loan .

o of 1825, while the lowest was 54 for the Brazilian loan of 1829 noted above.

5. J.J.50d@, A Review .... of the Empire of Brazil (183T 14

" 46. L.Jenks, op.cit., p.48 |
3 47 The Braz1l1an loan of 1829 is unusual as 1t was an 1solated loan issued at a

« time when public faith in South American governments was very low. The

lowest price during the'boom' period was 58 for the Mexican issue of 1824.

- These prices are as listed in Hyde Clarke, "On The Debts Of Sovereign and

- Quas1-Sovere1gn States, Owing: By Forexgn Countnes", Journal of the .

. _cont. ..
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A large discount did not displease the investor who was thereby promised-
a large bonus when his principal was repaid. There was a further bonus
extended for immediate payment of subscriptidns in full, the loans being
payable in instalments over periods varying from six months to a year. A
third bonus was frequently arranged by ante-dating the time from which
interest was to run upon the loan. However, even with these conditions
the profits were not exorbitant. J e;xks 48 slightly underestimates the real
interest which varied between 5.§ per cent and 8.6 per cent at the issue
price. 49

The prices of the loans on the Stock Exchange changed violently from
1822.to 1827. The Colombian bonds of 1822, issued at 84, rose to 96.5
and dropped to .38. 5. The Chilean bonds of the same year, issued at 70,
rocketed to 93 and felllto 30. The"Poyaisf'loan of 1822, the bonanza invest-
ment offered by ''King"' Gregof McGregor 30 rose only a point above the
issue price of 80',- but -soon descended to the appropriate level of 0. The
Peruvian issue of 1824, issued at 88.5, rose to 96.5 and plunged to 52. 5,
and the Province of Buenos Aires issue of the same year, originally
offered at 85, touchéd 97 and nosed down to 69. 51

The real profits of the loan business went to the contractors. Control-

ing all the stock they had an excellent chance to play the market in it for a

Statistical Society, June 1978, vol.XLI, pp.313-314. J.F.Rippy, op.

cit., p.20, gives the issue price for the Mﬁtican loan of 1825 as 893
48. L.Jenks, op.cit., p.49. -
49. Computed from Hyde Clarke, op.cit.

50. See pp. 74~76~
51. See C.K.Hobson, The Export of Capital (1914), p.101.
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. rise, even though they could 'depend'on a handsome profit without such

- manoeuvres. There was an im'mediate commission of from two to five per -

 cent upon the nominal amount of the loan. There were the possxble prof1ts
of und1sposed mterest and principal balances left in the1r hands sometlmes
E for months. There was an agency fee for many years to come for handling
: ._ payments and -the operations of the sinking fund.

| The new La.tin—American nations derived no benefit from the high prices
paid .by .ir'n'pru'dent British investors. The loan contr.ects .contained no pro- |
visions that enableri-them to a share of the proceeds in excess of the original
| price at which the bonds were sold to the bankers. They reeeived only the
sums realized from flcit_ations at' that price, after the costs of distribution
had been subtracted, and theee costs were not moderate.

Aiter all the commissions, fees, discounts, and printing costs had been_

deducted and service funds for the first eighteen months withheld, the Latin-

- Americans found :themselves with cash in hand equivaient to about 60 ner
| cent of the contracted debt. For some £12 million they had obligated them-

selves to the extent of more than £21 million. The Mexican national govern-

. ment seems to have been shorn more thoroughly than any of the rest;« for

" two issues of bonds with a par value of £6, 400, 000 1t 1s saxd to have recexvec

';a net of £2 358, 578 in cash and supphes 52

It was essential to the success of the loans that they run in sterlmg

B They were thus rendered independent of currency mampulatxons on the parf '

52. C.A.True, "Brmsh Loans To The Mexican Government 1822-1832"
Southwestern Social Science Quarterly XVII (March 1927) pp.353-362.
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of the borrowing governments. The retention of the business of agents in
remittance of dividends was impbrtant to the contractors, not only for the
brokerage -fees, but also for keeping them in contact with"a.cliente.le of
investors and providing them with increased exchange favilities arising from

.the monopoly of government remittances. Nor was this all. In accepting
the Colombian loan of 1824, Goldschmidts secured a-w%x—year option on all
loans to be contracted and were appointed agents for all mercantile trans-
actions in England on behalf of the Colombian government. 53 They received
a commission for raising the money, a commission for spendiﬁg it, and a

commission for paying it back.

Two Case Studies - Buenos Aires And Chile

The loans to the new governments were the largest individual transfers
of capital of this period. For example, a debt of £1, 000, 000 held by English
investors and the clients of an English banking ﬁr;n represented the biggest
single foreign interest in the Argentine republic, and in several ways, this
loan of 1824 was typical of many of this time.

It was the first time that the House of Baring was publicly associated |
with .securities from the republic _and it wa-s largely thanks to its great

reputation that the money was raised. 54 It cannot be said that the capitalist:

53. See p. 55.
54. R.W.Hidy, op.cit., p.65.
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" inflicted themselves on Argentina, for the dynamic leader of that nation,

- Rivada".ria, .actively vpreesed.for foreign investment of all kinds, including
the loan of 1824. " Like the other investments which Rivadavia invited, the
establishment of a.sterling debt had a rational plausibility about it relating
to the necesSities_ of the community. The intentions of Rivadavia as to- |

what purposes he hoped the money wonld be used for appear rather vague,

. "the construction of a port, in supplying the c1ty w1th water, . m the bu11d1ng
E -+of towns and ports on the southern front1er and in setthng the unc1v111sed
lands."™ 9°

It..seems to have been his idea that the tncome from the sale of bonds -
shou.td be used to foste.r economic and. social developments. capable of
rendering the republic more productive and hence, able to carry the debt .
and to liquidate it through the means of a sini{ing fund. %8 The annual .cost 'Z

| of the debt was approximately £65, 000 or in the region of 13 per cent of
the revenue of the Province of Buenos A1res, which virtually undertook -
all external matters for the republic as a whole. An increase of claims
. on revenue .of such dimensions can be'deseribed as sharp for an .eeonom‘y::!‘?
N as primitive as the recipient nation's undoubtely was, but it was not un-
. f bearable prov1ded the assumptions of Rivadavia and the promoters and

| : "agents of the operat1on were correct. 9 - -

Ferns sees the assumptions as two-fold’ firstly, that the expendituré..'

U upon the war department would decline after the recogmtlon of independ-

55. E.L.Delgado, op.cit., p.18.
56. H.S.Ferns, Britain And Argentma In The Nmeteenth Century (Oxford
i 1960) PpP- 141 ~13727 . .
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ence and the conclusion of the revolutionary contest with Spain; and secondly
thaf the expansion, or at least the maintenance, of existing levels of inter-
national trading from which the principal state revenues were derived would
take place. The Consul-General to Buenos Aires, Woodbine Parish, in his
reports to thé foreign office produce.d evidence that these assumptions were
sound. Assﬁming that Baring Brothers had the best interests of their client

at heart, they must have been convineed also, and they isucceeded in per-

| suading the public that the situation in Argentina justified the advance of

cash in return for bonds. °8
The six per cent loan was taken at 70 by Dom Felix Castro and John
Parish Robertson, a relative of Woodbine Par-ish, ;who appear to have acted
as agents on commission for Baring Brothers by whom the bonds were sold
to English investors at 85. After vax-'ious charges had been deducted, the
Buenos Aires government .received less than £600, 000. 59 1t appears re-
inarkable that great numbers of presumably x.:ational men ﬁving in comfort-
able houses in Bloomsbury 60 were suddenly induced to invest in the bonds
of a new-born éovernment, as yet unrecognized by the British government,
of a remote community about which they could have kno-wn next to nothing at
first hand. Neither Canning in Parliament nor Woodbine Parish in his re-;

ports to the Foreign Office said specifically that investors could saf ely

deal with the Government of the United Provinces of the Rio de la Plata, but

' '58. Ibid.

59. R.W.Hidy, op.cit., p.65.

60. The men who subsequently complained to the Foreign Office about the
failure of their investments in Buenos Aires seem mainly to have lived
in the vicinity of Bedford Square. H.S.Ferns op.cit., p.143.n.
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the conditions which Canning in his instructions to Parish laid down for
recognition were also the conditions which satisfied an investor in public
funds. In examining whether Canning's conditions were satisfied, Wood-
bine Parish produced evidence concerning the state of thé revenues, the
character of evidence,and the disposition and legislative activity of the
Government which would have as fully justified an investment of capital

in the bonds of the Government as they did recognition by the British
Government. 61 In fact the interest payments ceased with that- of July 1st |
1827, by which tﬂrough a sinking fund the outstanding bonds had béen re-

duced to £997, 000. %2

Aﬁy examination of the failure of the loan of 1824 takes us to the
heart of Argentine political and economic problems. Simply, the govern-
ment of Buenos Aires could not find the money because of the decline in
intermﬁoml trade passing through Buenos Aires. 63 However, with the
social, economic and political struc-ture that Argentin;a. possessed at this
time, it was nigh impossible to éxpect that she would pay off her debts.
Corruption in high places was almost a national art while customs control
was at best somewhat lax. Even if the money raised by the loan had not
been put to a large degree to fighting over Uruguay, and had in fact been

put to its expressed purposes, the immediate increase in the wealth of the

(S S

61. Ibid., p.143
62. R.W.Hidy, op.cit., p.65
63. H.S.Ferns, op.cit., p.143.
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country and consequently in the amounts in the government's coffers would

not have met the debt-service charges. The loan might have resulted in

loﬁg-term benefits for the nation, but to expect a prompt increase in economic

capacity was ludicrous. 64
The investment process was not re-established until after the over-

throw of General Rosas in 1852, when Senor Norberto Riestra Was sent to

London to pay the arrears of 24 years and tr;‘msfer the loan to £1, 500, 000.

in three per cents. 65

There appeared in London in 1822 a printed paper headed '"Chile Loan'
in the name of '""Don Antonio Jose De Yrisarri, Minister Envoy Eﬁraordinary
and Minister Plenipotentiary from‘the Government of Chile and now residing
in London, (who) has, by virtue of the special power vested in him, .coﬁtracted
with Messré.Hu.ilett, Brothers and Co., in conjunction with eminent houses
in London and Paris, for a loan of One Million Sterling for the Service of the
Republic of Chile" 8% The uses to which the money was to be put are

characteristically vague. The aim was '"to reform the financial system, ...

64. See also H.S.Ferns'hypothesis that the permanent debtor status of
Argentina favoured the ruling classes, op.cit., pp.144-145.

65. M.G.Mulhall, The English in South America (Buenos Aires, 1878) p.535.

66. .John Miers, op.cit., p.210. The only detailed account of the Chilean
loan of 1822 is that given by John Miers, and apologies are offered for
the lack of evidence from other sources.
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. . to call forth the productive capabilities of a diversified territory, an
.extensive coast, and a hardy population. The modern improvements in
agriculture and mining will be introduced and the number and funds of the

..' _ banks in Rescate will be increased in the mining districts;' and these

w
measures will benefit the public revenue not less than the national prosperit;

B When this 'papex-' arrived m Chile, many were astonished by it, realis-
ing that it was utterly impossible that the loan ceuld be applied to any of the
purposes which were mentioned. They were even more estonished to read
-~ that'the present annual revenue of the state is equal to nearly fourteen times
| :'the amount of the yearly interest of the loan, that the securities arel-a mort-
gage on all the revenues of the state, estimated up6n the produce of forme_r. |
.. years to amount to about FOUR MILLION dollars, or £800, 000 sterling :
per annum, and the followmg are spec1a11y pledged for the pa.yment of the |
" interest and redemptlon -of the.loan; i-wiz:-

: " The nett revenue arising from the mint estimated at 300, 000. dollars or - '
Lo £60, 000 per annum. : »
And the land tax or diezmos, at 250, 000 dollars or
_ '£50 000 per annum. |
Bemg upwards of half a m1111on of dollars, or about £110, 000;: nearly
_ double the amount of the yearly interestand contr1but1on of the sinking fund."
In fact, the Chilean mint could not even pay its curreht expenses and

consequently produced no revenue whatever, as was made clear in a report

by Don Jose Santiago Portales the' head of the mint, onthe pdssibility of

. raising money by loan, wh1ch was made on 15th Apr11 1822 The report e

. B7. 1bid., pp.210- 211
. % 68. Ibid., p.211.

P
L
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. condemned the proposals to raise money from abroad but Yrisarri in London:
I

. was obviously acting independently from his government for he contracted thé

' _di-scussion, a vessel arrived at Valparaiso from England bringing a pro- '

o * the money was accepted and the bargain for the loan was rat1f1ed "

. of Chle was "nearly fourteen times the amount of the yearly interest of the
B . loan" and that this revenue amounted annually to about fourteen million

dollars. Miers shows 0 from a statement of Benevente, a Chilean minister,'}

o tfl £235, 006 and as the interest of the loan was £60, 000 it did- -not represent

-?.:. a fourteenth of the revenue of Chile, but more than a quarter, and when the "

" loan there on 18th April 1822, before the answer of the government in Chile'.i

. toshis proposals could be received. | '-
It was clear to the Chileans that Senor Yrisarri had acted in haste SO o
":-. . as to-procure for himself the great_est advantages from hie new-found

friendship with Messrs. Hullett Brotl?érs, .and it was argued that perhaps -"

. the loan should not be recognized. However, while the matter was under o

portion of the loan in Spanish gold money amounting to £60, 000 sterling.

" . "The temptation was too great for a venal and corrupt minist-ry to withstand,'ﬁ
69
The best informed people in Chile were totally ignorant of how the
. money was disposed,although it was obvious that little or none of the money

o ) from England reached the public treasury. Yrisarri stated that the revenue

e e e e e L

that in 1824 the revenue amounted to about fourteen million dollars or about _:: :

i . interest charges and the sinking fund were aggregated, more than a th1rd

" .:"70. Ibid.

A Thus Chile was burdened with an enormous debt which she could not
69. lbid., p.214. I
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hope to 'pay back, and Miers feared the wprst for the British investors
noting that not one dollar from any regular source of revenue had been
appropriated for any such purpose. 1 The picture is one of complete con-
fusion,. but this was for a time kept from the public in Britain.

In 1824, the Chilean Government persuaded a group of merchants to
undert.a.ke to pay the interest to the agents in London, for which they were
granted an exclusive privilege to import and éell tobacco, snuff, playing
cards, foreign wines, spirits and tea. However, by 1826 the loan was in

default. 72

The Poyais Affair

The most bizarre episode of the loan mania was that concerning the
""Kingdom of Poyais''. Poyais was the new name for a district on the north

coast of Honduras on the Mosquito shore, where Gregor MacGregor, an

71. Ibid., p.213.

72. See F.O. 16/2. Christopher Richard Nugent to George Canning. No. 20,
R.A:Humphreys, op.cit., p.99. See pp. 100-101 for the terms of the
contract between the government and the merchants.

The leader of the Chilean nation, O'Higgins, proposed an emigration
scheme and "a colonization contract-was concluded in London in 1825
between the Chilean representative, Mariano Egana, and Richard
Gurney and Antonio Quiroga, whereby a considerable settlement of
Irish peasants was to be made on lands to the south of Biobio. The
project, however, came to nothing". This was fortunate, as it appears
‘that the land mentioned was inhabited by hostile natives who killed any-
one who set foot on the land. "The barrier of the brave Irish against
this savage hoard, and the sort of commitment of Great Britain to give
protection to the settlers, would undoubtedly be a very desirable object
for the Chile government.” F.0.61/8, Charles Milner Ricketts to

George Canning. No.26, Ibid., p.168 n.
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adventurer in the Spanish-American wars, who had distinguished himself
under Simon Bolivar, founded a settlement in 1821. 73 It was not long
before he was back in England and a prospectus that beéan as follows was
circulating in the City of London:- |

"Loan of Two Hundred Pounds Sterling For The Service
Of The State And Government of Poyais.

Know all men by -these Presents, That WE GREGOR THE FIRST,
Sovereign Prince of the Independent State of Poyais and 1ts
Dependencies, Caziquje of the Poyer Nation etc., etc., etc.,

~ have, for the purpose of consolidating the said State, defraying
the Expenses of the same, and promoting the general development
of natural Advantages of the Country, negotiated and raised a Loan
of Two Hundred Thousand Pounds Sterling, for the Service of fhe
said Sta.te, ‘and which has been placed at the Disposal of the said

State.™

Literiture was spread about extolling the beauties of Poyais and the
'limifless possibilities for investment in every kind of business venture.
Aithough there is much disagreement as to the precise amount of money
that was eventually lost in the Poyais schemes, in late 1823 bonds to the
face value of £200, 000 referred to above, and issued at 80 were being

bought and sold on the Stock Exchange. 74 Land was sold, and iminigration

73. P.H.Emden, op.cit., facing p.40. For a short and sympathetic account
of MacGregor's life, see M.G.Mulhall, op.cit., pp.274-278.

74. Disraeli who sought to show that the Poyais scheme should not be con-
sidered in the same breath as the respectable joint-stock companies in
which he was interested, see pp.88-97, dismissed the affair thus in An
Enquiry Into The Plans, Progress And Policy Of The American M1mng
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was freely invited and organized to Poyais, the earthly paradise. As his
name suggests, Gregor MacGregor was a Scot, and the ships which sailed
from Leith, conveyed emigrants mainly from Scotland who had sold what
little they had to participaté in the enterprise. "'They found Poyais, the
- earthly paradise, to be a miserable, desolate m.alarial swamp. It was
Dickens' Eden on a large scale.™ 75

Colonel Low, who had been .one of MacGregor's aides, later wrote of
~ the terrible conditions that were encountered on arrival, and relates that
of the one hundred and five people who disembarked from the Brig Skeen,
the third and final emigrant ship, only six of them remained alive after a
month, such was the disease énd poverty.76 Colonel Low, incidentally,
blames the failure of the colony on the dishonesty of t.1.1e merchants of
Belize, the nearesf town, whom he alleges stole all the materials and pro-
visions destined for the new colo;y, although it is impossible for us now to
know the full truth.

MacGregor disappeared mysteriously from the English scene and of
course, no interest was ever paid on the Poyais bonds. The fate of the

78

emigrants was widely reported in the English press’® and did nothing to

enhance the idea of emigration among the working classes.

74 contd. Companies (1825) p.72 ""We solemnly believe that nat one hundred
pounds of this loan-was ever disposed of - It was divided among a few
stock-jobbers at a nominal price, and had not been in the market four
and twenty hours before it was blown...

75. P.H.Emden, op.cit., p.40.

76. G.A.Low, The Behse Merchants Unmasked or a review of their late
proceedings agalnstYoyais (1824) p.o51

77. M.G.Mulhall, op.cit. p.277; reports that MacGregor lived for several
years in Paris, and died in Venezuela in 1845.

78. See The Times, Jan6th 1824, Lord Mayor hears of distress of survivors
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Remarkably, attempts were made by other promoters to raise more "'_1-
money for shppoeed investment in Poyais in 1825 and 1826, but the public was
not to be swindled a second time. 79 . The Poyais bonds did, however,. appear

. on:the Stock Exchange later as gambhng counters durmg the forelgn loan mama‘;'-.:
" of 1836.80 | ¥
wC onclusion

The bubble in government etock burst later than that of the mining

, sbeculation. . It was occasioneo by the failure of the Colom_btan loan in January

. 1826, discussed. above. Prices fell rapidly all round as inveetors came to the I
_sudden ree,lization that the only interest they had received had come out of the': -
| -_'principle of successive loans, and they were likely to obtain more only g‘é" ad-"

T | - | :
" E vancing it. The South American republics suddenly discovered that they could |-

‘ expect no more assistance in the immediate future. One by one, all the South '
Amerlcan nations, except Brazil, repudiated their loans
Discounting the almost certan fraudulence of the Poyais affair, it is - :'-“:; "

: difficult to believe that any of the South American governments seriously con- .

".'._f:s_'ider.e'd the repayment of their debts, since schemes for payment were only - |

- from the Skene. Jan.8th 1824, Story of a girl orphanmed through the

;... - Poyais expedition. Jan.17th 1824, Subscription fund for Poyais victims, |-
'+ - See also Hansard, N.S. X 747, for discussion on the subject of the "Poya1s i:
" . - . Emigration off1ce‘ " '
2" 79, See Take Care of Your Pockets, Another Poyais Humbug (1827), Proposed
" . Colony In The District Of Black River On The Northern Coast Of Central
‘“America, Commonly Called Poyais (1838) and Prospectus Of A Loan OFf
00, 000 Sterling (1825), all under ''"Poyais" in the British Museum. A
- 80. PLH. Emden, op.cit., p.40. As a satirical afterthought, see '"The Banks
C o of Belize" - a poem m The Gentleman s Magazine,. March 1825, pp.20'7 9
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proposed in detail when the defaults occurred. One must presume that not
only was repayment virtually impossible, but that it was never seriously
entertained.

Both during the raising of the loans and when they were in default, the
British .government's interest appears to have been merely passive.
| As has been indicated, 'It was very easy to call a country a republic,
but it was difficult to create citi.z-ens and none the less so to constitute states-
men and administrators'. 81 Moreover, the ample revenue which they had |
been able at any time to. secure in London tended to make the first revolution-
ary governments indifferent to the Aopinion of théir people at the very time
when it was of prime importance to reflect it. The violence, the corruption,
the instability, the financial recklessness which characterized most of the

South American republics during a large part of the century are in a small

way attributable to the early laxity of the London moeney market. 82

81. Hyde Clarke, op.cit., p.302.
82. H.H.Parish, Diplomatic History Of The Monarchy Of Greece (1838)

pp. 366-367.
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CHAPTLR 1V

BRITISH INVESTMENT IN SOUTH AMERICAN
MINING COMPANIES

As has already been indicated, the public were caught
up in a whirlwind of speculation in the first half of the
decade which commenced in 1820. The frenzy gathered force
during these five years, and while the promotion of govern-
ment loans was more significant in that much more money
was actually raised, the speculation fever which gripped
all sections of society was mainly concerned with the
promotion of new companies. A few striking figures will
convey some idea of the rapid rate at which company -
promotion went on in the years 1824 and 1825. At the
beginning of 1824 there were only 156 companies, distinct
from Funds and Loans, known on the Stock Exchange, and these
had a capital of £48 millions, of which £34 millions was
paid up. But during those two years no fewer than 624
companies were formed or projected, with a néminal capital

of £372 millions.

1. Henry English, A Complete View Of The Joint Stock
Companies Formed During The Years 1824 And 1825(1827)

Also, Charles Duguid, The History Of The Stock Exchange.
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Naturally a large number of these companies were still-
born. No fewer than 379 of them, with a capital of £212%
millions never reached fruition, and another 118 of themn,
with a capital of £56% millions, of which £2% millions was
paid up, had to be abandoned within a few months of formation.
Still, 127 companies with a nominal capital of £102% millions,
and a paid up cépitallof £15 millions were left, and after
the collapse of 1825 and 1826 had wrought its effect, the numbezx
of companies in existence was 283, with a nominal capital

of £150% millions was paid up. 2

The Mania For Mining Shares.

Of the 127 new companies added to the number of those
known on the Stock Exchange, forty-four were mining com-
panies, whereas practically no mining companies had been in
existence previously. Slightly over half of these gompanigs
were formed for working mine‘s in South America and it was
these that gave the speculative mania of 1824 and 1825 its.
unique character. Twenty-three companies with a mominal
capital of £20,C02,00C had actuélly raised 53,636,000 by
the end of 1826,by which time three of .them had been _abandoned.3

2. Ibid. :
3. Computations from Henry English, A Compléete View.....etc.

-2
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The fluctuations in the share® prices of the South

American mining companie%have hardly been rivalled before

or since. Before enquiring into the methods of company
promotion and the people involved, it is as wel; to keep

in mind the profits that could be made not in South America
but on the London stdock market along. The madness which
prevailed at this time cannot be shown more conclusively than
by the following statement, which specifies the amount of

the instalments paid on each-share, in five of the principal
mining companies, and the market prices of these shares on

the 1Cth of December, 1824 and the “11th of January, 1825

respectively. 4

. Dec. 10th, 1824 Jan. 11th, 1825
Anglo-~Mexican £100 £10 paid £3% premium £158 £115 £125
Braziiian £100 £10 paid 10s discount L £66 £70 E44pr.
Colombian £100 £10 paid £19 pr.’ .£82 €62 £59
Real del Monte £4C0 £70 £550 pr. £1350
United Mexican S40 £10 "  £35 pr. £155 £115 £125

As may be seen, the leadership in the South American
gold boom was held by the shares of the Real del Monte Company,
a not altogether worthless undertaking, for of the fifteen
million pounds which were expended on the mine by the time
it was abandoned in 1849, ten and a half millions had been
returned; only thirty pet cent of the capital actually

invested had therefore been lost.

4, F, Tooke, op. cit., Vol I,(1838) p.153.
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The loss sustained by the shareholders who had paid high
premiums was out of all proportion greater. nFg ig on

record that a single share of the Real del'Monte>mine, on which
£70 had been paid, yielded 2000 pr. cent, having risen speedily
to a premium of £140C per share."5 When the crash came, the
shares fell to a considerable discomnt; that is to say, the
seller paid the purchaser to take the-shares’from him, éo

that he might get out of his liability tc pa& in full for

any aebts incurred by the company.6‘ ..

The basis for the mania of everything South Américan lay
in éhe ignorance of the-public. "Now was the time for those
who make their markét of the unwary to come forth and be busy.
Needy sperulators and scheming attorneys, and gamblers cf every
class, used-thei; opportunity, first for-éxciting thé gamﬁling
spirit.everywhere ﬁifhin their reach; and then for introducing
themseiveé into a society where at other times they could
have obtained no admittance. They knéw that theif opporfunity
was sharty:and they wed it dil’ig;ently."'7 As ThomaS Baring

said, 8 the gambling mania had seized upon a2ll classes, and

5. Harriet Martineau, A History of the Thirty Year's Peace.
A.D.81%16-1846 (Bohn's Standard Library edn., & vols, 1877)
" PP. ©=7. -
6. P.H. Emden, op. cit., p. 42. H.M. Hyndman, Commercial.Crises
of the Nineteenth Century.(1892) pp. 28-29. :
7. Harriet Martineau, op. cit., veolII, p. 2.
8. Hansard, N.S. XII, 1063- 1064.




- < the news that he had sold out for her whlle the premlum was-

;?:thus high, would-she sit down content w1th having for once.*m

- gained £35 by her £57 Would she not be as eager to invest

‘ag: they
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<.~ was spreading itcself in all parts of the country. '" If
}5 it was to be lamented that men of the first_rank'and family

in the country haunted gaming-houses at the west-end of the

town, it was still more to be lamented, that merchants at

the east-end of it should imitate their example, and make a

gaming-house of the Royal Exchange." He saw no difference

between the gambling of the noblemen in fhe hells of St.
James' Street, and the gambling of the merchant on the Royal

"Exchenge; excepting that the latter kept earlierihonrs and

‘more respectable company than the former..

i
d

At a time when everyone with any capitai was discontented
with the low interest refes they had been receiving,. prospects
noﬁ arose for a quick fortune. "y skilfully buying and |
selling among the projects éfloat.? 2 "A young lady,_whose-
brother had encouraged her to take a share of £100 in some fT
joint-stock project, might pay her firsﬁhinstalment of £5

with some trembling, and wonder when the next call would

" come. But if her brother brought her £140 in ‘a few days, with_

'* again as the managers could be that she could’ Thus, it was, _f

‘'with meny thousands of ladies and gentlemen as 1nexper1enced

"- 10 I. ' a - ! e

Ry 9 Harrlet Martlneau, op. ¢it., Vol II, P- 7 ﬂfﬂe.fwejﬁif
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The follies of 1824 and 1825 surpassed every previous
financial folly. "All the best characteristicsof the middle-
class seemed to be swamped in one overmastering lust for gaming.
... 0ld and young, men and women, rich and poor, nobleand
simple, one and all,.were drawn into the throng.." 11 South
America became the new and genuine E1 Dorado. Gold was to
be extracted from the gorges of the Cordilleras &nd fears
were expressed that the vast quantities that were to be

extracted would make it almost wvalueless. 12

The finds would
be so enormous :that it would be possible to redeem the
National Debt, and in one prospectus attention was drawn to
the fact that the enterprise in question was "no speculative
undertaxing - no problemetic or visionary scheme" Other
announcements said that pearls were to be dived for off the
coast of Colombia, and that in Peru silver was so plentiful
that all utensils of everyaay use were made of it..

Finally, to gsin a full appreciation of the atmosphere
of the times, we may rely on Mr. John Francié, a director of
the Bank of England who has given a description of the scenes
which occurred at this boom. time not only in the Stock Exchange
but more especially in its vicinity. He declares that the en-
trance to the Steck Exchange became so blocked up that nothing

but a fine of five pounds on those who stopped the way had any

effect in dispersihg the nuisance. He describes the scene

81, E.M. Dyndman, op. Cit., pp.27-28.
12. See The Gentlemans Magazine, Jan.-June, 1825, P.440
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f; thus: "Wiﬁh huge poeket-book containing worthless scrip;:

. With crafty countenance and cunning eje; with showy jewellery
-e'and thread-bare coat; with well-greased and unpolished boots;
with knavery in every curl of the lip and villany'in_every thoﬁg
B of the heart, the stag, as he was afterwards termed, waSrasf
prominent portrait in the foreground. Grouped together in

.one corner might be. seen a knot of boys eagerly buylng and
f. selllng at a profit, which bore no comparlson to the loss of ':

' honesty they each day experienced. Day after day were
elderly men with shabby faces znd huge umbrellas witnessed
in the same spot, doihg business with those whose characters-
‘might be. judged from their compaﬁy. Af andther point, the
‘youth, Jjust rising into manhood; cbnscious of a few guineas -
i”;;n his purse, with a resolute determination to'ihcreaSe | |
them at any price, gathered a group areund, while he deliveredif
his invention to the lisfening throng, who regarded him as es;fﬁ
.  superibr being. In every corner, and in every vaeaﬁt sPace;“"

men might be seen eagerly discussing the premium of a neW"j;ﬁg

lucky speculatlon, the rumoured failure of some great
financier or wrangling with savage eagerness over the fate of ‘“
Iza shllllng n13 ’ e
Henry English remarked " ‘that companies formed pridr-ﬁo.fi

1824 were formed with the object of raising money which no .

':3113 John Francis, Chronicles and Characters of the Stock Exchang
.- (1849) pp.262-263. o
| 1& Henry English, A Complete Vlew.;s,.etc.P.BE. o




individual could raise for the execution of some concrete
project, He sees a majority of those formed during 4824

and 1825 adapted only to individual enterprise, "as by the
formation of a Company many offices were created, and expenses
entered into, which would prevent the possibility of any profit
arising to the shareholder while the capital actually required
was of-éo insignificant = nature, as to render the formation

of a Company a measure, only to be attributed to some sinister
motive of the projeutor."15 This may be an overstatement |
where most of the South American mining companies are concerned
but it was certainly true that while profits to be gained in
the distant lands were unknown 0 the promoter of a company,

he could be confident of the future of his own money in

London.

The Promotion of the Mining Companies

Although several variations will be observed, the origin
of many of the schemes was as follows. The projector or
projectors having either obtained a privilege from a. South
American government or surmising that they might obtain one,
associated themselves with between twelve and twenty-four
directors, of course selecting the most respectable and influent
whom they could persuade to undertake the office:. It was
advantageous to have a Member of Parliament, or two, on the

board. The Brazilian Company actually had eight M. Pe.s

I5: Ibid.
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on its board of twelve, and. altogéther, there were thlrty-one |
Members of Parliament who were directors of South Amerlcan o
mlnlng comparnes."-6

The next task was the publishing of a prospectus.
"Anon appears, in beautiful proportion, pyramidically shaped
an advertisement, setting forth in.élowing terms, yet with_l

a certain air of graceful reserve, the unrivalled advantages

of the scheme; aloft sublime upon the apex shines some name

illustrious eitherlat theeastern or western end of this happy

and money-gétting metropolis, the president;17 below:his
aweful digaity, but scarcely inferior rank, may be discerned

the vice-president, who commonly are twain dividing their

_greatness; and to them succeeds, arranged in double file fthe -

array of the directors, twelve or twenty-four in nuﬁber.“qs _
The propectuses showed certain similarities. "(fhey) are
conceived so nearly in the same spirit, and have snvstrong

a famlly likeness, that any one might serve as a specimen of .

' the whole, the only difference being, I think, that those whlch

relate to pursults to be undertaken in forelgn parts, treat

principally of the advantages to be derived by the adventurers.

‘1o Henry Englisn, A General Guide To The Companles Formed For
Working Foriegn Mines.(1825)

- 17. IT was advantageous t0 have as President a hlgh—ranklng per

from the country in which the company was to operate. For
. éxample, see the case of Sr. Egana and ‘the Chilean mining

‘> companies, pp.l109-110.

'”“,} "It seems extraordinary that many of the persons whose name

-~ -appear in these prospectuses, should have permitted their
ingertion in such delusive projects" John Miers, op. Cit

':f'18,~"An 0ld Merchant" Remarks On Joint-Stock Compan1es(1825) p
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The public was then informed that the lists of subscriptic
were full, "but the disappointed applicant has the consolation
of hearing that he has many companions in affliction, and that

fifteen millions have been turned away"2o

Meanwhile each of

the directors had been allotted a certain number'of shares in-
the venture; two hundred was considered "liberal and business
like "2’

Solicitors, bankers and everyone also connected with the
foundation of the new company would also receive a lesser .

number of shares..e2

Thusg engendered, thus'patronised, thus
recommended, the shares of the new company would stand at an
'imhediate premium, and by various dealings, the directors and
others, holding all the shares, could sell them at a handsome
profit.23

Many of the promoters of mining companies engaged writers
to inform the public of the magnificence of their schemes
in newspapers, magazines: and books. This was vital while
companies were being formed and could also be useful for
raising the price of a particular share once it was:on the
market. An examination of the associatiéh which evolved
between J.Di . Powles, an active gompany promoter, and a young.

man nsmed Benjamin Disraeli will give some insight into the

work of thé propagandists.

20. Ibid.. p.3.,
21. Ibid. p.47.
22. Ibid. p.49.
25. See pp. 97-98,
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Disraeli started speculating on the Stock Exchange at
the ripe age of twenty togéther with a. fellow solicitor% clerk
hemed Evans. When the two young men decided to play for highe::.
'stakes they joined forces with the son of a rich stock brokef

"with the name of Messers.24

In November, 1824, they began

J.oberations,:and as they conceived fhat tpe'prices of American
:?'hining'shares were already above their real value, they sold
for a'fell; Unfortunately, quotations continued to soar, and |
by the end ef the year they had lost 5400.'7Undapﬁted the |
speculators switched their tactics and tfqeted in a continuing :
bull market. They could not have ‘chosen a WOfse possible
moment, for no sooner had they bought- for a’ risé than ‘the
eollepse in prices followed.  The adverse balance'against'
iﬁisraeli and his partnersrwhOﬂwere of course, operating on tﬁe-'
'margln throughout, rose to &7, OOO by June, 1825. = |

A gleam of hope appeared, though wheéen D1srae11 was

.wzapproached by John Dlston Powles with a view to wrltlng propaganda
to further their mutual interest 1n mlnlng shares.' Powles

| was an instigator of geveral South Amerlcan mlnlng companles j”
 _(h1S promotions.included the Anglo-Mexlcan Mining Assoclatlon)

B and he had made a lot of money. However, -in 1825, the !
O :Government appeared to be considering whether or not it was]e:ei;;

. their duty to intervene in what many con51dered a dangerous

o bubble. -Pow;es saw that it was not thelr duty aSnfar as he was

.'24. Robert Blake. Dlsraell (1965) p 24._, :’}:i..- -:9311 S
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concerned, and he set out to reassure the public of the
brilliance of the brilliance of the South American schemes

26

and the dangers of governmental intervention. He wrote a

pamphlet but his style was that of most businessmen and noone
read it"27

Powles accordingly enlisted the pen of the young, able
and impecunious Disraeli, following the example of Robert

28 who, in 1710, nine years before the publication of

Harley
Robinson Crusoe, had pamphlets ("Public Credit" and "Loans")
for the promotion of his South Sea schemes written by Daniel
Defon. The expert knowledge of Powles derived from personal
experience was complemented by the brilliant imaginative

powers of Disraeli and several forthright essays'resulted.
Under the patronage of Powles, a pamphlet was published, entitl:
"An Inquiry into the Plans, Progress, and Policy of the
American Mining Companies" (1825) - fhe anonymous author's
maiden appearance in point.

This "well - got - up brochure” 29 is worthy of attention
as it contains many of thé favourite arguments used by promoter:
wishing to encgurage speculation. It went through segeral
editions and was even accorded the honour of a notice in. the

Gentleman's Magazine.}o The cleverness of the author is shown

26. P.H. Emden, op. cit., p. 48.

27. Robert Blake, op. cit. p. 25.

28. Robert Harley, 1st Earl of Oxford..

29. P.H. Emden, op. cit., p.49.

30. Gentleman's Magazine, 1825, January - June, p.440.
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'5"by the fact that the reviewer does not seem to have notlced

that he was dealing with a book w1th a purpose.

. There is no understatement of the problem in hand.

"Among the undertakingslof the present age, paramouny
- in imporrance for the magnitude of the interests which are
:,1nvolved in their management, may e ranked the American Flning
Companies- n31 '
_ | The method of "enquiry" adopted follows a common train-".
‘0f thought among the promoters and runs: brlefly as follows"-
d The mines of pre-revolutlonary South America were profltable,
and yet they were wor ed with almost a total lack of mechanlcal
&sststance ‘and by men who knew nothlng of geologlcal principles.
In England there exiets_the finest ard most modern mining
 machinery in the world and a body of highly skilled miners. .
- There is also an ekceilent understanding of the'eoience of
geology. Therefore, if the English experts with English
'Q.equ1pment are allowed to work the Amerlcan mines, the proflts

- to be gained will be far in excess of anythlng thdat was

'f-f;prev1ously considered possible..

It was the propagandist's job to show how 1nadequate

" the former worklng of the mines had been and how sound

- . were the prospects for the mining companies: that had lately

' been formed in London. Disraeli wrote conv1nc1ngly of the "utter

.deficdency in the principles of subterraneous_geometry"32

31. B, Dlsraell, op. clt., P.5.
32 Ibld., p 14.
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" under the old-system, the lack of ﬁquipment énd the prooloms
with water which led him to conclude that.costs had been very
-high. Alsy "the profits which might'have been acquired were
_diminished'nearly one moiety, by the wonker of the mine not
being also the amalgamator of the ores.-"33 Thé prospects'
flof the newly formed mining companies: were then discussed |
individually thoggh.éll were soen'through-the same rose-
‘coloured spectacles and from time to.ﬁime.We.find the catch-
words current today for similar uses; Not surpfisingly; the
first company considered was:Powles"ﬁAnglo-Mexican Associatibn"
about which few doubts were entertained os fo its eventual
success. ZEarly reports from Mexico encouraged the belief in
the iqtroductiop capitél, skill, experience and machinery;__
the expenées of-ﬁorkihg these mines might be greatly ﬁ@dﬁced,
~and their produce much auvmented."..

Many assoclatlons had apparently recelved valuable
conoe351ons for worklng mines from the respectlve-governments,,
while others without this advantage were undaunted. The .

:author was bleased to quote the following from the prospectus_

" . of the RlO De La Plata Mining Ass oc1atlon although to some of..f

his readers 1t may. have given a hlnt of problems that were llke13
H"to arise. ' |
"That most of these mines, not being in legal posse551on o

_fof any proprietor, might be entered upon wlth,the uod1v1ded

- %5, Ibid., p. 60-
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enjoyment of the profits; or, if any claims should arise, it
was presumed that they would be satisfied at a very easy
'rate."34
Those companies which had been formed first had already
publeshed satisfactory reports, the publig was informed, and
"in many instances Qnexpected advantages have beem;obtained,
aﬁd additional privileges enjoyed. The greatgst guarantee
the public possessed as to the sincerity of the newer concerns
was the character of the individuals by whom the affairs of
the companies are directed."55 Indeed the author claims§
that any suspicions that had arisén over the affairs of the
mining companies were due to the rasH behaviour of the énvestors
who had got their fingers burnt. There is a good measure
of truth when he states that whereas a few years previous
there had been "something invidious in the character of a
stock-;jobber,"36 the position was changed when the mining
shares came on the market and to invest mbney in them "was
called patronising infant liberty and liberal principles, and
there was something gorgeous and aristocratical in the idea
of succeeding to the posséssions of the Valencianas and the

Reglas......The West End rushed to the anticipated spoil_."37

3. I5id., p. 0.
%5, Ibid., p.77.
36. Ibid., p.98.
37. Ibid., p.99.
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Thus the recent furore was due not to ffaud but to
human nature. |

"The truth is, that for a couple of days all the country
were buying shares in the American mines. There was no reason
for the excessive demand, and a fearful reaction might have
taken place, but Avarice preserved us from the misery which
Insanity might have produced. Waiting for further profits,
the world missed those which were already unreasonable, and
the logses which were incurred by a very few simpletons,
who bought at the highést, are, we sincerely believe, all the
'ruinous consequences' which have resulted from the 'late great
depreciation in prices' so much talked of and so much wondered’
at.n38

Disraeli concludes thus, a "simpleton" with his tongue
in his cheek.

"We now close these observations: imperfect as they
may be, they have been penned in the spirit of sincerity, and
with no other view than that of enabling the public to form
an opinion on a very important subject. As to the probable
produce of the American mines under their present management,
it is impossible to form any estimate; but we have shown
their average annual produce under their former management,
the means by which it is intended to obtain it; and on the
highest authorities we state, thét the mineral treasures of

n39

America are, as yet, most imperfectly developed.

38. 1bid., p.107.
39. Ibid.. p.130
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With a few closing remarks on the dangers of parliamentar
intervention, Disraeli had stated his case well to an
ignorant public, although it soon became obvious to him that
he was fighting a losing battle..

However, another lengthy pamphlet soon came out with the
title of "Lawyers and Legislators: or notes on the American
Mining Companies"(1825) in which the author returned in
depth to the dangers of parliamentary interference, going
so far as to blame the Lord Chancellor; Lord Eldon, as the
person mainly responsible for the disastrous fall in share pric
by virtqe of a speech inPhich he shed doubt on the new
companies and spoke of imminent legislation.l‘LO As this
pamphlet is almost whol§ly concerned with parliamentary

4

affairs it is referred to in some detail elsewhere. The

closing remarks, though, are worthy of space here, if only to
indicate with what trepidation any publications of this time
concerning mining companies must be approached.

"These sentiments come not from one who sits in Royal
Councils, or mingles in the assemblies of legislative wisdom,
but they come from one who has had some opportunity of invest-
igation, some patience for inquiry, whose opinions are unbiased
by self-interest, and uncontrolled by party influénce, who,
whstever may be the result, will feel some satisfaction,

perchsance some'pride, that at a time when wavering and

40, Ibid.. p.54.
41, BE==f pp. See p. 138.
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inconsistent councils were occasioning the very riih which
they affected to deprecate, when Iénorancg was the ready slave
of Interest, and Truth was deserted by those who should have
been her stoutest champions, there wés at least one attempt
to support sounder principles, and inculcate a wiser policy."42
The third and final effort of the team of Powles and
Disraeli to bring about a reversal of pubiic opinion was the
lengthy pamphlet, "Ihe Present State of Mexico”(1825), which
was aimed specifically at reviving the fortunes of the "Anglo-
Mexican". Naturally, the public was informed that the mines
of Mexico were ripe for exploitation and much play was made
of the liberal nature of the new government whose Secretary
of étate, Alaman, is quoted at length. Alaman had evidently
said that, "The mines are the real foundation of the wealth
of this nation, and all that has been said by speculative econo-
mists, in opposition to this principle, bhas been refuted
by expeJ:':'l.ence."'L"5
Disraeli was impressed, "Such are the men who are
directing fhe resources, and r2gulating the measures of the
republic of Mexico. ........ If they be not pure and practical
patriots, we know not what names should hg inscribed on the

44

illustrious role of national gratitude" In fact, Alaman,

T2, Toid. . 7.95-99.
43, # p.41.
4., Z p.55.
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was being paid on the Side'by the mining-bompanies in order:
. to look after their interests. |
The purpéée_of these publications ~ to stay the drop.

' in prices - was not achieved, nor were the young author's

" hopes réalized of being able at any rate in part to settle
ihis old differences. They remained as a bitter legacy
-‘and in order to clear off existing liabilities he was fofced
- to0 borrow elsewhere. Indéed it was only thifty yéérs latef,né
when heiwas leader of the House of Commons and Chancellor of
the Exchequer, that Disraeli finally pald off the debts
. contracted in the mining mania of - 1825
~ We now turn brlefly to the "share-rlgglng" which was’

' outllned above.: Let us suppose that the capltal of a new
-~ company was to be one.ﬁiklion pounds:-. ‘The shares could
be divided ambng fifty gentlemen who.each'hélé two—hﬁndred

. shares for which they paid £5 each. The shares would then

.:_ be put on the market and declared to be ét a premium of £16

"each #5 At this rate, and with a capital outlay of £10C0,

' a projector could sell only 66 of his shares and ralse 51 056

-+ thus retaining 134 with which’ to.make money, w1thout the .
L

! risk of a farthing. If he got only £16° for each of these. -
- shares) he would pdcket £2,144, but .if, ‘as in the case of the -

.  *Pééc6 Peruvian Company, the price had rlsZn to £50, the_

‘} x.PrQJector could realise all his 4134 shares and receive £6,700.

45, This descrlptlon is based upon VT, . HoDDOUSE 'S Views of
- ‘the Pas¢o Peruvian Mining Gompany, Harvard, N. S., XII
1048-4056.  . o , o _ .
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Supposing the shares should rise in value, as some did, to

£500 or £700 per share, it would be possibie to sell out for

between £80,00C and £90,00C.. The fewer the directors, or

promoters, of course, the greater the profit, while the

risk stayed the same; nil.46
A good example of the methods embloyed above was the

case of the Arigna Mining Company whose shares reached a

premium of £25.47 One of the first caseslof cornering

in the Stock Exchange was.commented upon in the Times of

25th March, 1825. "We understand," it said, "that a stratagem

of a very unusual nature has ﬁeen resorted to, to raise

artificially the price of the shares. _it is'well known

that a practice exists at the Stock Ethangé of selling

at a distant period without the parties having any of the

stdck or shares at the time.......... The persons engaged

in the new company in question are said to have taken

advantage of this gambling mania, to buy in for time more shares

than they know they have been issued, and which consequently

it will never be in the power of the seller to deliver.

The effect has beén to raise the shares to four or five

times the valué at which they were first issued.” These rigs

and corners wWere numerous at this time, but especially amongst

the new mining shares.48

LG, Thomas Wilson alleged thnat directors Of the Pasco Peruvian
Company were bound to retain 100 shares each, but there is
no record that this was carried out, and it was certainly
not a general rule. Hansard N.S., XII.. 1060=1062.

47. Henry English, A Com t i
plebe Vlew... .-.etc-- L) 2.
48. Charles Duguid, op. cit., p.127. P>
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The basis for the mining companies was the former
prosperity of the mrnes-under the Spanlards. Before the revo-
'lutionary wars, the value of the amounts extracted was aroﬁnd

' £8,000,000 according to one estimate,l+9 with Mexico providing ..

- nearly &£5,000,000. The mines had, however, been worked

through'forced lebour, oppression and extortion.50 Humboldt
who travelled extensively in South America and was anﬂexper%
_in mining was often quoted by those who wished to impress;
upoh the public the wealth that was lying dormant.

Baron Humboldt had written that "from 1770 to 1809,
(the year before the Revolutlon) the produce of the mlnes

appears to have been nearly double the amount ralsed durlng

vii-any ‘other correspondlng periody since the original conquest

of Mexico, three centuries ago.“51 This was pleasing to.the '
promoters of companies formed to work in Mexico and more so :'

‘&fwﬁen Humboldt carried on that "in the WOrking of the'mihes

3a_there was an equal want of Judgement or indeed of common sense "5
':and that in his opinion two-*hlrds of the expenses of the o

"tenitores"(porters) might have been saved 53 Whlle the |

a old system was'profitable, uherefore, dlshonestv, poor sk111 :

L;-and 1nd1fference to change had acted so as to‘reduce thelr o

--?'profltablllty.

~ B9, The Bullion Committee of 1810 quoted in-Joseph Lowe,
: - The Present State of England z1822) p.267. . - iy
-50. F.B. Head, Rough Notes Taken During Some Rapid Journeys
..~ . Across The Pampas And Among The Andes (1826) pp. 156-159. :
".‘51. Quoted in Sir William Adams, The Actual State Of The S
- Mexican Mines, And The Reasonable Expectations Of T he

Lo Anglo-Mexican lMine Assoclatlon (1825) P.25 -
.52. lbid. p‘31 See also Captain Garby s v1ews of the Iexlcan Iiines

53, Ibid - .. . . C (n.pp:41-42)
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Reparts sprang up in the years 1824 and 1825 of the
minerals throughout South America that were ready for
exploitation. "Gold of all the metals, is that which is
most abundant in Chili; and it may be said that there is
not a mountain or hill but contains it in a greater or less
degree".54

In fact, the application of English machinery to the
mines of South America had already been tried and shown not
to be the panacea that many supposed in 1825 it to be. A
Draining Company had used English steam-engines and English
miners in the Pasco region of Peru in 1814. The Company
was a total failure and all except one of the miners diaed.55

Over twenty companies, though relying on similar tech-
niques were in operation in some form or another by 1825.
Certain of fhem had sent out commissioners and miners, others

were arguing over their respective "rights" to the mines of

South America, while a few were already folding up.

5%. The Abbe Don. J. lgnatius Molina, Report om The Soil And
Mineral Productions of Chile. (1825), p.50. The writer
of the preface stresses the fact that this work "was
written many years vefore it was ever contemplated to
embark British capital in any of the present undertak-
ings, and consequently may be considered an impartial
account, entirely free from that influence which might
Jjust now lead to misrepresentation."” ®It is interesting
to speculate as to who took the tromble to have it
published.

55. Mr. Hobhouse, Hansard, N.S., XII, 1048-1056. Also
. Thomas Baring, ibid., 1063-1064.
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59. Ibid, p.100.
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Henry English reported in 182556 on the progress. of

- each company and could not hold out great hopes for all of

them; "Of tnls Company (Guanaxuato)zllttle can be said; had

- the contents of the Prospectus been true, of which we enter- -

 tain our doubts, the success of the .Company was certaln....57

The Company (General South Amerlcan), at the perlod of its
formatlon, not being ;n_posse551on of Mines, we may presumef
deemed it unnecessary to enter into any detail, as'related
to the advantages arising from the 51tuatlon of Mines 1n

any partlcular dlstrlct, rkhelr pecullar clalms to publlc .

._attentlon" 58

Reasons For The Failure Of The Mlnlng Companles.

The RlO De La Plata Mining Assoc;atlon was, accordlng

. to English, in a 4if ferent category, "from the 11beral
:iconduct of the Government, evinced in favour of this
:;Assoclatlon, no doubt can be entertained of 1ts success" 59 N
nfThis Association was soon to fail, however, as were its f"-
" . competitors, and the reasons far their failure are due to.. . .
" factors common to them all. The story of the Rio De La ..
'lti.Plana Mining Association has been fairlv ﬁell.documented and;;:}'
:Twill serve 1o demonstrate'the‘misooncepvions which snrrounded
;:the lives of the mining comoanies and which led to. inevitable

’gi disaster. This account will be compared with that of ;ohn Miens'

57. Ibid, p.88. . . e " ,{f;%gﬂu
58. Ibid, p.86. ' ST g‘u;t,s S
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. who was one of the few with first-hand knowledge of the .
' _imbpacticalities of the Chilean Mining Associations. |
| " The Rio Plata. Mining Association was formed at the
London Taverh, on fhe 4th of December, 1824, for the pur-
pose of working the mines in the reglon of the Rio Plata

60

.in the .Province of Buenos Alres. The principal minister,’

Don Bernardlno Rivadav1a accepted‘the office of Presidenf

6l

of the Board of Management with the assurance that the

mines of his country were, under certain clrcumstances, to
"be "at the discretionary choice of the Company".6_2 It .
.appeafs that the directors agreed that Rivadavia should
.'_eventually be paid £30,000 for the goodwill of'the;speculéé-
tion.65 | -
Rivadavia gave descriptions of the mines which weré

printed with the prospectﬁs of the association. "We can:_ “
- affirm, without hyperbolé, that the two first curracies,

"Rincnnda and Santa-Catalina, contain the greatest riches in l

“-;the universe.. I am going to prove'it by a single assertiona

‘- which is attésted by thousands of witnesses. 1In its fields L

' fhe»gold springs up with the rain, as in others weeds:'the '

. great mass of this soil is composed of earth-séonefwater-ahd_’%7'*

. larger and smaller grains of gold; these last appear in sight  o

! when the rain washes'away the dust which covers- their surface.

. 80. F.B. Head, Reports Relating To The Failure OT_TEE-ﬁfs-Tﬁf%a
L Mining Association (1827). p 1~‘éuﬁ., T

o 6le Ibid, p.i46. - .ﬂ:‘-u-r-?Jf.:,H

" 62. Ibid, p.l. -
© 63. Ibld, p.1l44,
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Afﬁer a very heavj rain, a woman stepping forth from her hut,
a few yards from her door, found a piece of gold weighing
twenty ounces; another, when gathering wood, on pulling up
some grass, discovered amongst the roots a grain of from
three to four ounces. These instancés happen so frequently
in the rainy season, that it would require much time to de-
tail them. .

The sweepings of the houses and sheds formmules are
washed, and generally more or less gola is found in them." 64

The mines of Uspallata in particular were said to be
in a region rich with pasture, wood, water and indeed every-
thing that the miners might require. 65No company could have
asked for brighter prospects and Hullett and Company
organised the peddling of the shares with a nominal capital
of £l,000,000f 66 Unfortunately, the combany was to ex=
perience competitiqh, for while Rivadavia had given it the
concession which incuded the mines of Famatina which were
generally judged to have the greatest potential, the Governor
of La Rioja Pfovince had granted a concession for the mines
to a group of Argentine pliticians and landowners who sold it

67

to a British company entitled the Famatina Mining Company.

640 Ibid’ po145-144.

65. Ibid, p.170."

66. H.S. Ferns, op.cit.p.l35.

67. Ibid, Also F.B. Head, Reports Relating etc. .... P.l46,
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Undaunted, the Rio Plata Company appointed Sir 'Francis

68

Bond Head as édmgissioner for the party to sail to Buenos

Aires, and watched the shares rise in value on the_Stockl':

s Exchange. Head later recalled the confusion which

i

surrounded the sending out 6f a party to Souﬁh America.

"~ "The subject of working silver minesdwas one to which_vefyA
few people in England had ever directed their attentioh- and
nothing can prove the profound 1gnorance which prevalled among:;
:-us, more than the assortment of comm1551oners and mlners .
that were now embarked for America".69 Apparently, ﬁhe.

. directors of the mining companies were rather at a loss to
know what sort of person should command the miners and |
conduct the whole spgculation;'.One of the comﬁanies
considered that, in order to guard-their pr0pert§, no person
" could be better than an of;lcer of the Guards; other dlrectoré
declded that as gun-powder would be requlred in the mlnes, 1t -

would be well to procure officers from the Artillery.

‘ _Severa1 saw that officers of his Majesty's navy would be use-

"l.ful where hauling up ores and water from the_dépths of the

. mines was concerned while one company whose mines were filléd;:

:“¢w1th water and widely separated from each other, concluded .

.. that to encounter difficulties both on land and water was.

”-__70. Tbid, p.p. 25-26.

. 1nd1sputably the prqv1nce of an officer of the Mar1nes.7° -

- 68. It is to Head that we owe the full stary of the Rio Plata
of - Company. SRR |
-69. F.B. Head, Descr;ptlve Bssays (1837), p 25. -u,.ij Jh
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However, although the party embarklng for South

Amerlca knew very llttle of the conditions they would meet,
| the shareholders knew less, and the whole system being that
" of the blind leading the blind, the commissioners started -
:out for the-New World with less confidence thah tﬁeyfleft-
behind.’t ‘ |
s Head assembied a party of Carnish miners and captal

-\ - .
. equipment, and with these he sailed to Buenos Aires,72'
He soon @iscovered that there was a serious contradiction

. between the facts 6n the spot and the facts in_the-companyfs'-”
:_ prospectus. In January 1825, a law had been adépted-by the'
'f_Government in Buenos Aires that it belonged to each province
‘_f;'to regulate itself. Head foun@.Rivadavia weak in-the presende
| ' of difficulties. "I easily perceived,” he told the directors,. -
"that privatélinteresfs were strongly opposing our prégreSs;'
'j} that Mr. Rivadavia's”politiéai opponents were striving.to ]
.;.overturn all his plans; +that he had eﬁidently no inclindtion

' to assist 1_1s."73 Head was not content to talk in Buenos Aires

-+ 71, "The confusion and hurry in which miners and miners' wives, .
© ..~ machinery, and commissioners were huddled on board, can
hardly . be forgotten. Itmay also be remembered that these
.- Companies were of such hasty growth, that they were scarcely.
', congidered to exist at all, until it could be reported that:
the miners and machinery had been (the phrase was ominous):
. -despatched. As soon as this was known, the value of the
~ shares rose rapidly ....." ..... Ibid. p.35. '
72.,A company formed for working in Mexico suffered an early -
. .setback. "The miners and machirery were landed, but of one
company of forty-four individuals, almost the flrst act
."which twenty-six of them performed was - to dle.? Ibld, p 37

73 F B. Head, Reports Relatlng ...;.etc., p.6.3,
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and nravelled widely over-6,000 miles meeting provincial']-'
-governors and making surveys, plans and repats of the mines
. 5which he visited.’® Nob one of the governors would glve the .
“dlscretlonary choice of mines" granted by Rlvadav1a originally, 75
' and although certain mines were offered, Head dmd not con31der _"
" the worklng of them feasible: "San Juan was in a state of .
revolution. The mines of Mendoza were altogether‘different
:. from the reperts which had been published and,were totally = =
.1ncapable of supporting the, expense of the establishment whlch f.”
~ had been proposed for them. n'76 '
| However, the directors reported to the shareholders :
 that all was proceedlng well, and ~called upon them for a
| further 24% in a circular letter dated 14th January, 1826,
nearly four months after they had heard dlstres51ng news from
'1 Head. |

"Captain F.B. Head . .. has been received with favourff
and encouragement'by the Government of Buenos Aires, and byl
'i'the Governors of two of the prlnolpal Mining Provinces, | 1.t3}:if

j_Mendoza and San Juan, w1uh every demonstratlon of anx1ety to

"_ass1st and- promote the introduction: and establlshment of the

. Assoclatlon in those Prov1nces.

. 74, Ibid, De2.

. 75, Tbid, p.148.

v 76. Ibid, p.175. Some companies purchased mines 700 or 800 miles i
. .. away from each other. F.B. Head, Descriptive Essays, p.37. -
“.yﬁ "one single Company engaged the whole or parts of thlrty-flveif
.+ . large mines, besides smaller ones, nine haciendas, and three. =
. hundred mills, which last they took on leases for nine or .
) ‘. twelve years; and this same Company, after expending about
-~ .- eight hundred thousand pounds, have now just determlned to ..
~~_f--abandon all thelr mines together, exceptlng four. Ibld., p. 40..
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All the mines and lodes in both Provinces, exqepting
only a small part, held as privaté property, have been
tendered to the acceptance of the Association.” 77

Head was further confronted by a lafge detachment of
German miners who had arrived in Buenos Aires for the service
of the company. Hevsoon dismissed the German miners, ordered
the Cornish parﬁy to embark for-Enéland, and reached London
himself on the 13th April, 1826.7°C He realised, of course,
that his own return would displease the shareholders and '

- more so, the directors, who had requested him to stay in .
Soﬁth America, and would hit the price of Rio Plata Mining
‘Association shares badly, "for had it been necessary only

to enrich the Directors and their Shareholders, I éould have

n 79.

raised the value of their shares almost ad libitum.
Although the company had a nominal capital of £1,000,000,
the amount actually lost in the Argentine venture amounted to.
only £52,000. For this the directors had no thanks to offer
Head who dat down to write "Reports Relating to the Failure of

The Rio Plata Mining Association” to explain his actions.80

77 F.B. Head. Reports Relating ... etc. P.184,

78« Ibid., P.2.

79. Ibid., p.225.

80. See also Observations on Captain F.B. Head's "Reports
Relative To The Fallure Cf The Rio De La Plata Mining
Association”, by Lt. Grosvenor Bunster R.N.; agent 1in
the service of the Assocation (1827), where Head is
blamed for everything. -
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:l 'The Rio Plata Association carried on for a while and

'.succeeded in losing additional sums in Chile. Its.
competltor, the Famatina Company, also fa11ed- in 1827 1ts
shares on which £50 had been paid were selllng for £2. _

John Miers set out in 1819 to instal copper mills 1n
':Chlle, bellev1ng that he could rapldly make his fortune. He
was unsuccessful and found "on return to England the numerous
:'mlsconceptlons Whlch were entertained, and the 1ncorrect :
accounts whlch had been published relative to these countr:.es”81

He had travelled out with the mlsapprehen51on thqt |
the demand for sheet copper along the Pacific coasn-was

. very greet, nnd that coal might be procured for nonhing in
"ﬁ_Chile and that 1ebour costs were less than a quarter of those:f-'“

- in England. He records that "these tales were magnified by

:ithe South American deputies then in London; and from the'

. two Chile ambassadors I received strong assurances nhat therr“
.nftgovernment would afford every facility, protection and 35313-2?':
' tance, to an enterprise of such vast 1mportance to that ,'5 ;:L;I

, 82 :

;;1nfant country."

"~ After his own experiences had proved so diSillusioning,

}.”fﬂlers realized that among thosehaving even the smallest know-

'lf‘succeesful.’ He asserts that company formatlon for mlnlng 1n

.;iledge of Chile it was well-known that the nature of the country
'+ . and the state of its mines were such that the injection of .

i, English capital for large scale minzg projects. could not be ;;;'”

'-81. John Flers, Op. clt., p IV.,_; | S L
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' Chile was deceitful from the outset. Those in England "the
:. best inforned of the real state of Chile, and of the utter '
1mposs1b111ty of employing any cons1derab1e sum of money in
mlnlng with the least chance of’ 1ts belng productlve of ‘any
profit whatever, put forth proposals for raising immense sums
from the credullty of persons less informed than themsélves,
'f_for the purpose, as it was pretended, of working mlnes of gold,
sllver and copper, . which were to produce immense profits.” 85'
Accordingly, three companies were formed farthis purpose,f.
the "Chilean Mining Association", the "Chilean and Peruvian
. Mining Association" and the "Anglo Chilean Mining Association;" )
the first two hating His Excellency Don Mariano de Egana,'MinBte:
--Plenlpotentlary from the Republlc of Chile, as Pre51dent, and . |

the latter belng establlshed with his Excellency S sanctlon

o and approbatlon.d

The prospectus of the Chllean Mlnlng Assoclatlon stated

;_“:that'the Republlc ‘of Chile contains .nine mining dlstrlcts,or

'.'reals, producing gold, silver, copper, lead, tin and iron.

;-fiThey have the advantage of being stuated on that branch of the -

" Cordillera of the Andes nearest the sea coast. The climate_is.%
. ;healthy - 1abour is.cneap - wood and water are generally . | | .
:~.abundant ~ and coal 1s to be found on the coast of Conceptlon."f
lThe Anglo Chllean Mining Assoclatlon in its prospectus 1nformed |

" that "the terrltorles of Chile, and more partlcularly those t"

"Tﬂparts whlch are situated between the parallel of thlrty-flve :

- 83. Ibida., pe4l7. -
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degrees of southern latitude and the northern boundary,

are known to abound in rich mines of gold, silver, copper,
tin and other minerals." The Chilean and Peruvian Mining
Associgion in its prospectus goesto even greater ieﬁgths; it
assures that "the copper ores of Chile exist in extraordinary
abundance, and in general are easily accessible, being at a
little depth fromhthe surface, and at.a short distance from
the ses coaét .e. Coals, a preferab}e material to charcoal
which is now employed for smelting 6opper, are found in
in-exhaustible quantities on the coast of Chile, and, it is
considered, may be conveyed to the mines at a trifling
expense."

These, lMiers asserts,are misrepresentations, In
particular.when the Chilean Minig Association, of which Mr.
Egana was President, states that "few countries are so well
watered as Chile, affording means. of conveyance by water to
the ports of the Pacific; and that north of 35 deg. S. lat.
are the great mining diétricts," it is a fact; "of which Mr.
Egana could not by any possibility be ignorant, that north
of 35 deg. S. lat. there is not a single'river naviéable in
any way; that there is scardely a stick of timber of any kind

84

and no coals.” Further, it was Miers' experience that not

one mining district for gold and silver existed in the whole

of Chile, that the streams were unnavigable and "neither coals,

nor fuel of any sort, can be procured in the country for any

but a very small establishment."85

84, Ibid 423,
85. Ibid!.pn.ﬁgo.
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It is not .always clear whether the South American
minihg companies were sincere in desiring to work the mines
or whether they were formed merely for the profits to be
ganed on the Stock Exchange, but in the case of the Chilean -
companies, the above would clearly seem to indicate the latter.
Head's writings, based on an unfartunate and short=- |
livedlcareer in South America similarlto Miers, with their
analysis of the secial and pol&tical situation as well as the
descriptions of the actual resources of the previnces'whieh"
it had ‘been proposed to exploit, constitutes the best exp;ana-"

tion of why capital investment by Europeans in industrial

"'enterprlses in Argentlna at this time was 1mpossible.

' by the time it reached the mine,

. In "Rough Notes Taken During Some Rapid Journeys Across'
. The Pampas And Among The Andes", Head sees the main ‘diffi--
culties as physical, moral and political, "and these -
difficulties inmny parts of the proviﬁces, would be so _
great, that it_might satisfactorily be proved that the silver :
extracted from such mines would‘ecarcelj be worth its weight |
'in iron by the time 1t reached England-: whlle the iron whlch j
.f'was sent from England would cost nearly its welght An’ s11ver..?

L)) 86

The maln physical problem was the sheef’distance. which

"":separatéd,the'mines from the supplies of men, materials and

provisions and the coneequent difficulty of #ranqurting>the

‘. ores over.desolate and unprotected plaine teéthe ports where |

“* they would be shipped - "the distanceé being, upon the average,

i 86. p.145.
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more than a thousand miles of 1and—carriage."87 A great
amount of time would be lost travelling over bad roads, and
crossing torrents and rivers with an ever-present danger of
attack from bandits to reach mines situated in lofty and
barren mountains-
The dryness of the climate was a further problem as
there was often little to drink, let alone to use on machinery.
Therefore, machinery, such as steam-engines, were a physical
impossibility, and the mines were better adapted to work on
a limited scale by a few people than the extensive operations
of an English association.88 '
The"moral" problems were numerous. The lack of education
left the population disinclined for change,and whié@ thé richer
classes in the provinces were unaccustomed to business,
the poorer classes were unwilling to work. There could be
little reliance on a contract and no understanding of
purfuality or the value of time. Within any locality a
mohopoly existed in day-to-day needs ﬁhich pushed prices up,
while local laws were powerless to steop the wild and
plundering habits of the "gauchos". The wants of English
and European workmen were expensive to satisfy and the

workmen themselves novices in the techniques needed to

work ores mew to them. All too often they were overcome

by the heat and became indolent from possessing large salaries

87. p.150.
88. Ibid..
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in a country where wine and spirits were cheap. One of the
Cornish miners wrote home to his brother in Cornwall, "You
have no idea, Bill, how thirsty this here hot, dry climate
do make us."89

As the mines were great distances from each oher, it
was necessary to place confidence in individuals handling
gold and silver, many of whom-would not have appeared trust-
worthy. Also, dangers érose from the character of the local
women.

The political difficulties were obvious. Governments
were unstable and unpredictable. Jealousies existed between
provinces, and between the provinces and the national govern-
ments,with the result that one might over-rule the dedsions
of the other. In spite of decrees or contracts, governments
would not allow large profits to go out of their provinces,
or even pass through them without contributions being made.
The decrees of one junta could be repealed by the next with
no compensation for an unlucky association that found it had
lost its rights to be there. Companies might be encouraged
to lend money to the South American governments -~ "one hundred
~ thousand dollars were lent to one Government" 20

With all this in mind, it is not surprising that the
mining companies were a failure. It was later evident that
the "o0ld" system of mining was not only the result of

intelligence, trial and experience, but was adapted to the

89. F.B. Head, Descriptive Essays, p.29.
90. Ibid., p.37.
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character, habits and state of civilization of the

countries where it had long been operated. However, mining
techniques in Britian, especially the use of steam engines,

had been greatly improved in the first quarter oi the
nineteenth century, and the plans to appiy these techniques
abroad were not, perhaps, as foolish as hindsight may éuggest.
It was more a matter of a failure to find but the real
potential of.the South American mines and a failure to under-
stand the very difficult conditions under which the mininé

would have to be'carried out.



-115-

CHAPTER V
PARLIAMENTARY REACTIONS TO THE
INVESTMENT BOOM AND SOUTH AMERICAN AFFAIRS

This chapter represents an attempt telahalyse the
response in Parliament to three aspects of the evente that
1j.have1so far been outlined. - Firstly, the movement among

certain Members of Parliament and Peers to pﬁt pressure

-on the Government to recognize the independehce'ofthe

South American States, which was backed by 8 hard corelof‘
financial and merchant opinion; secondly, the movemeﬁt for
the repeallof tﬁe Bubble Act which wae'finélly shown.by-fhe.”
investment boom to be an anechronisﬁ, and'thirdly;‘the

reform of the Navigation Acts.

The Pressure To Recognize The South American Republics' )

Ever since the South Americans had begun their fights:_'"

{e'for independence, they had found an ally in the merchants

of Britain who saw 1mmense profits from an 1ncreaslng

. 1
P

Itrade w1th the liberated continent. 3By 1822 the great toplc T

. which exerc1sed the minds of those with' connections 1n fi

r'_South America was the attitude llkely to be taken up by':

L “the British Government in regard to the question of recognitieﬁ‘

b Q !matter WOU1d depend the fortunes or otherwxse of thelr ,g=ﬁ

of the new repubiics. Naturally, on the stand taken in thls -

' undertaklngs in the old Spanlsh Emplre. ‘;-f T o ¥13 
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This subject was by no means new, but it was pressed
forward with additional force in this year by the mercantile
interests oing to an official communication, dated Paris,
8th April, 1822, made by Don F. Zea, the Columbian mentioned

anbove’l

’ tq the cabinéts of Europe, and founded,it appears,
on a decrec of the Colombian republic that the new state
would not communicate or permit any commercial intercourse
with nations which did not recognize its independencea.
It is highly unlikely that this would ever have been carried
out, but the statement was taken seriously by many in -
Britain who were further worried that the principle ﬁight
Spread to other South American nations. It was feared,
consequently, that unless Britéin took steps to declare
recoénition, much of the trade with South America would be lost
A memorial was submitted by the merchants, shipowners, -
traders, and manufacturers of London, in April, 1822
which pressed strongly for recognition,while in May, a
similar memorial was issued by the merchants of Liverpool.
The Liverpool merchants, while stressing the increasing imp-

ortance of the South American tfade, were particularly

alarmed by the declaration of Don F. Zea. In consequence

of the risk that was now presumed to exist in trading to

1. See pp.48-52.
2. J.S. Jones, Ph.D. op. cit., p.278
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Colombia, the under-writers at Lloyd's would not execute
policies on British vessels going there except at very
extravagant premiums, without a warranty being inserted
. in them of "Free from capture or seizure, or the consequences
thereof."” The situation was a cause of alarm to the
Liverpool merchants in view of the fact that they had
several ships preparing for, and some on the way to, South
America, and especially as the U.S.A. was about to acknowledge
the independence of the new governments.

An almost identical memorial, with a few alterations -
in the text to suit the particular circumstances_of the
town, was also presented by the Nottingham merchants trading
to the Brazils and South America. They, too, claimed to have
suffered an interruption and embarrassment to their commerce
from the effect of the decree of the Colombian government;
they had been in the habit of exporting large quantities of
stockings and lace to South America, and they had at the time
manufactured goods of considerable value in thé Colombian
States as well as on the way there, whilst they had also
a great quantity of articles on hand manufactured particulaﬁly

for that market and which were not calculated for home

consumption. 1If the other states followed the example of

3. Ibid., p.280.
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Colombia, they feared His Majesty's subjects might be totally

excluded from any participation in this branch of trade.4
Mr. Joseph Marryat in a letter to the Marquis of

Londonderry, 28th January, 1822, raised the same question of

recognition on commercial grounds. Taking exception to the

Yre-gppointment of Sir Ralph Woodward té the governorship

of Trinidad, in that the latter had refused the admission of

.Independents into the island when the Royalist army was

marching on La Guayra, in consequence of which they were

forced back and massacred, and that the nomination would

induce a feeling of hostility towards Britain, he took

occasion to remark that already the establishment of commercial

intercourse with the new governments was becoming an object

of sepious interest to every nation. "Great Britain, whose

only political relief from the heavy labours is the prosecution

of her commercial pursuits and the finding'of new markets for

the sale of her manufactures, and who must look to the New

World to indemnify her for the restrictions imposed upon her

industry by the jealousy and hatred of the 0ld, ought not

_ to be the last in the race of commercial enterprise nor in

readiness to acknowledge the triumph of freedom."5

4, Ibid.
5. Ibid., p.282
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Although commercial opinion was later to be voiced
with greater vigour in Parliament, Canning was Member of
Parliament for Liverpool from 1812 to 1822 and was by no
means blind to the commercial advantages which might accrue
from close relationships with the South American nations.

As was seen above,6 his decision in 1823 to appoint commissioneg
_fqr Colombia and Mexico and consuls for Buenos Airés, Monte-
video, Chile and Peru was in part a pléy to ascertain the
trading possibilities for the future.

The business of sending out consuls and receiving reports
from the other side of the world was time consuming and
Qorrying for commercial interests in Britain, especially
when the South American states had been recognized by the Unitecd
States with the Monrce Doctrine of December, 1823, and that
country was threatening.to enlarge its mercantile interests
at Britain's expense.. The year 1824 was then an anxious one
for many in Britain concerned with exporting goods or capital
to South America, and it is here that attention is now
focused to enquire into the pressure groups that used Parlia-
ment to press for recognition and the arguments that they
put forward, some of which have already been seen.

The King's Speech on February 3rd, 1824,at the opening

of the new Parliamentary session,7 while on the whole extremely

8. PP. Seec plC.
7- Hansard’pNoS- X, 1"5-
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optimistic in view of the growing prosperity of the country,
gave little hope of early ;ecognition of the South American
states. Consuls had been appointed,and, "As to any further
| measures, his majesty has reserved to'himself an-unfettered.
discretion,to be exercised as the circumstances of those
countries, and the interests of his own people, may appear
to his majesty to require."8 In fact, the King was firmly
against recognition as it seemed to him to encourage revolution
everywhére. The cabinet d4id not agree with him, with the
exception of the Duke of Wellington. Parliament as a whole
seems to have been willing to accept that Canning was playing
a waiting game until the right moment,'politicaily and economic-
ally, arrived. Canning was always willing to speak at length
on the problem of recognition but was careful to point out
that it was not his intention to embarrass Spain in her
efforts to recover her lost colonies.9

The Marquis of Lansdowng was qﬁick to comment on the
King's Speech mentioned above and from the sheer diligence
with which he pursued the cause in the House of Lords, he
appears to have been the leader there of the faction
advocating immediate recognition. He "observed with regret,
that the affairs of South America, teeming as those affairs

did with importance to the commercial interest ofthis country,

8. 1vid.,3. _
9. Hansard, N.S.X, 7C-84. Address on the King's Speech.
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were touched upon so very slightly in the Speech from the

This great question was to be viewed "not merely

with reference to its advantages to South America, but

t6 the British empire; and particularly as there might exist

a disposition to exclude, as much as possible, our

manufactures'frdm the European markets. Let their lordships

look to what had happened in the United States. There a';_

population of three millions héd, in the course ofiforty.

years, been increased to ten millions. _Iﬁ the united provinces

of Spanish America, there was at presént a population of

sixteen millions, exclusive of about four millions in the

Brazils; and assuming the same ratio of improvement in the cours:

of forty years to come, we might have an intercourse with a

population .of from fifty to sixty millions, and that too,

a population of a conéuming character; for from recent caldu—

lations it was estimated, that each person consumed to the

value of £2 10s of British manufactures anm;t.ally."ll,l
The leader of the group in the House of Commons that

was urging recognition at the earliest opportunity was Sir

James Mackintosh who presented two petitions = one from

12

the merchants of the city of London and one from the

merchants of Manchester15 - "praying that the House would

10. Ibid., 20.
11. Ibid., 20-21. .
12. Hansard, N.S. XI. 1344-1406. -
13. Ibid., 1475.



-122-

adopt such measures as to them may seém meet, to induce
his majesty'é government to Recognize the Independence of
the states of those countries who have in fact established
indépendent governments."14 (A petition was also sent to the
King from the merchants of Liverpool).15
The Manchester merchants of the earlier nineteenth
century had paid great attention to the possibility of
opening up new markets for cotton goods in South and Central
America;'in the records of the Manchester Chamber of Commerce,
Brazil, Mexico, Colombia and Buenos Aires figured much more
lrgely thaananada, the West Indies, or even the United States}1€
The petition drawn up by the Manchester Chamber of Commerce
pointgd out the "varied nature,"steady growth, great extent
and expanding prospects of the South American trade... .."17_
Concern was thus nationwide and ﬁaturally concentrated
wherever the mercantile classes were directly concerned
with South American trade and finance. Mackintosh, in
presenting the London petition,thought it right to give the
House such information as he possessed "relating to the number
and character of the petitionefrs, that it may be seen how

far they are what they profess to be; what are their means of

14. Ibid., 1344,

15, Ibid., 13%81.

16. Arthur Redford, Manchester Merchants And Foreign Trade,
1794-1858 (Manchester, 1534) p. 97.

17. Proceedings of The Manchester Chamber of Commerce, 17th
June, 1824. Quoted ibid., p.100.
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knowledge; what are likely to be the motives of their
application; what faith is due to their testimony; and what
weight ought to be allowed to their judgement. Their number
is one hundred and seventeen. ZEach of them is a member of a
considerable commercial house interested in the trade to
America. The petition therefore conveys the sentiments of
three or four ﬁundred merchants. The signatures were
collected in two days without a public meeting or even an
advertisement; it was confined to the American merchants,
but the petitioners have no reason to believe that any
merchant in Lond&n would have declined to put his name to it.
I am but imperfectly qualified to estimate the importance
and station of the petitioners. Judging from common inform-
ation, I should consider many of them as in the first rank
of the mercantile community. I see among them the firm of
Baring and company, which, without disparagemenf to any
others, may be placed at the head of the commercial estab-
lishments of the world. I see also the firms of Herring,
Powles and company; of Richardson and company;'Goldsmith and
company; Montefiori and company; of Mr. Benjamin Shaw, who
as chairman of Lloyd's coffee house represents the most
numerous and diversified interests of traffic; together
with many others not equally known to me, but whom, if I

did know, I have no doubt that I might with truth describe
as persons of the highest mercantile resbectability. I

pérceive among them the name of Ricardo, which I shall ever




|
|
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|
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honour, and cannot now pronounce without emotion.. In a word,
the petitiondrs are the city of London. They contain individuals

of all political parties; they are deeply interested in the

- subject, perfectly conversant with all its comriercial

.bearings; and they could not fill the high place where they

stand, if they were not as much distinguished by intelligence
and probity, as by those inferior advantages of'wealth, which
with them are not fortunate accidents, but proofé of personal
worth and professional merit." 18

There was little doubt in the Marquis of Lansdownds
mind that the new states were p&liticélly and economically
stable,19 Colombia being the perfect model, in that it was
not dangered by "democracy". He was pleased to note that
only one elector was allowed for every 4,000 inhabitapts.ao
If the governments of South America were unstable, why
should it be that their stock in London was selling at a
higher price than Spanish stock?" I find on looking at the
value of the stock, or debts, of the .various governments'i
héve alluded to in South America, that'they fluctuate bet-.
ween the prices of 67 and 82; and upon my looking a little further

for the vaiue of the stock of the ancient government of Spain

18, Hamard, N.S., XL, 13H~1345.,
19. Hansard, N.S. ' X, 974"98".
20. Ibid.., 979.
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from the sblidity of which the South American governments
have been detached, and have by that detachment sunk, it is
said, into a state which presents neither confidence nor
stability - I find the stock of the ancient govermment was,
on Saturday last, at 18 and 20."27

22

As has been indicated previouély, trade with South

America had been on the increase during the early 1820's
as was pointed out in Pariiément on a number of occasions.23
If every opportunity were taken to promote ouf interests

in South America, there was no reason, it was argued, why
they should not carry on developing at a continuous rate.

To show the walue of free intercourse with South America,

Sir James Mackintosh related a story of Captain Basil Hall's
from his travels in South America. Apparently, this gentle~ -
han had encountered a certain semi-barbarous native and began
a discussion of political and economic ﬁroblems. On being
asked his opinion of free trade - "My opinion", said he,

(the native) "is this - formerly I paid nine dollars for the

piece of cloth of which this shirt is made, I now pay two -

that is my opinion of the free trade."24 South American

interests could be at one with British interests, and the

miner in Chile selling his copper and the peasant in Mexico

37, Ibid.. 980-981.

22. pp. 11-23.

25. Hansard., NoSo, X, 986-988’ X, 1581-1383'
24. Hansard’ NoSu’ XI, 1384-"385'
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buring his shirt could both rely on British security.25

Lord Ellenborough was almost moved to poetry by the
prospects in the new states. To him, South America's "mountains
and her plains, her noble rivers and her fertiie valleys,
excited the strongest emotions of admiration for the beautiful
works of nature, and the unbounded beneficence of the Creator..
««« Even the power of & seems to be discovered at the
most favourable moment for giving facilities to the nav-
igation of their rivers, and the working of their precious mines.
South America seemed destined, by a chain of circumstances
concerning with her almost boundless resources, to carry
to the greatest possible extent the civilization and happiness

26 Therefore, petty advantages of trade"27

of mankind."
should be forgotten since what his Lordship desired was .
the hearts of people, and recognition of indeﬁendence should
be.conferred "not with the cold, calculating feeling of
ministers, but with the warm-~hearted and sympathetic feelings
which became the legislature of a great and generous-nation."28
However others were more concerned with the practical
difficulties arising from trading with nations that were not

officially recognized. The powers of the consuls and comm-

issioners that had been sent out were coanfined to commercial

25, Ibid., 1385~1386.

26, Hansard, N.S.X, 1006.
27. Ibid.

28. Ibid.
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affairs, and not all the mishaps that confronted a merchant
were within the province of these men. The English trader
at Buenos Aires, it was argued,29 ought not to feel less
secure than American merchants. "The American trader is
not left to gather informatioh, so essential to his comfort,
from conjecture or reasoning: he daily sees and feels it:
he is assured of it by the view of those badges of national
protection which mankind have in all ages regarded with
veneration.">® Mackintosh states that the inferiority of the -
English trader was considerably aggravated by the knowledge
that British policy could not be loocked upon in a friendly
light in the state that he was for a time subject, but this
is almost certainly overstating his case since many of the
states were alreaay receiving capital from the London money
market. In fact, there is no evidence that British traders
were in difficulties because of the government's cautious
policy. Even%o, Mackintosh consideréd this to be an important
point. "You(the government) have no right to deprive British
subjects of such important advantages, and to expose them
at least to disfavour in the country where they trade, or travel
or reside. You ought not without the weightiest reasons to

continue a policy, sure, even in the firxrst instance, to excite

29- Hansard’ N-So, XI, 1568-1369-
-30. Ibid., 1368.
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some suspicion and alienation, which in time may grow into
distrust.and displeasure, and at length rankle into anger and
hostility.">’

Similarly, the loans to the South American states
would be more secure if this country had officiais who
could make dire@t representations to.the recipient. governments.
Thus, the protection of such dealings was a perfectly good
additional reason for héstening to do that which was pre-~
fiously determined to be "politic and just.“52

The campaign for recognition was short-lived since its
object was achieved in 1825, and its influence on the govern-
ment should not be over-stressed. Nevertheless, it was
pursued relentlessly as any reader of'Hansard for the year
1824 can testify, and appears to have beeﬁ quite well co~
ordinated between the Upper and Lower Houses. The London
petition contains some strange bedfellows -~ for example,
Thomas Baring was strongly opposed to some of his fellow

petitioners who were raising money furiously for any South

“American nation and forming dubious companies for exploiting

. the South American mines. The fact was that men of commerce

and finance could see diverse ways of furthering their interest
in South America and were temporarily willing to act togéther
to press for the recognition of the new states which they saw

as the final security for a prosperous future. Their hopes,

31. 1bid., 13%69.
32. Ibid , 1383.
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of course, were soon to he dashed.

The Pressure To Repeal The Bubble Act.

In the first quarter of the nineteenth céntury the
law relating to joint-stock companies was ill-defined and
contradictory. The speculation of 1824 and 1825 brought out
‘clearly the inability of existing laws to deal with contemp-
~orary problems and forced the executive to formulate more -
reasonable legislation.

The Bubble Act of 1720 still had a restfaining effect on
compény promotion one hundred years after its rush through
parliament onto the statute book. In 1720 at the height
of the prevailing orgy of company promotion and specultion,

‘"a panic gtricken Parliament" as Maitland has put it, "issued

a law which even when we now read it, seems to scream at us

from the Statute book."33 A century later it was pertinently
said of this statute that like all laws passed upon the exigency
of an occasion it had more of temporary malice and revenge thén
of permanent wisdom and policy.34 The Bubble Act had been

aimed at persons "who contrived dangerous and mischievous

undertakings or projects under false pretense of the public

good;" who had "presumed to open books for public subscriptions

.

33. F.W, Maitland, Trust And Corporation III Papers(Cambridge,1911]

p'3900
‘34, The Morning Chronicle, February 9th, 1825.
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and draw iﬁ unwary persons to subscribe" and "to act as if
they were corporate bodies;"™ who had preteﬁaed to make their
shares transferable," with out legal authority; who had
"acted or pretended to &ct under some charter formerly granted
by the Crdwn; far other purposeé, and had "acted'under
obsolete Charters" All such "undertakings and attemptsf were
to be "effectually suppressed and restrained" as tending to
"the common grievance, prejudice and inconvenience" and to
be punishable as public nuisances. Futhermore,the guilty
were to sustain the ancient penalties of a "praemunire;"
injured parties were to be entitled to éue for.treble damages;
and.brokers dealing in the shares of such "companies" became
liable to & fine of £500.07

The Act of 1720 and the ensuing collapse of the great
speculation arrested the development of Jjoint-stock enterprise
for many decades. In consequence, incorporation remained
particular, not general, and indeed, the legislation of.1720
was to exercise a deterrent psychological effect upon the
pressures of the 1820's. On occasions, Parliament would
consent to grant phartérs, however, and the English canal.
system was built up largely by incorporated companies.36

On the other hand, without benefit of Parliament

or Crown and in the face of denial of incorporation, company

35. g.ci HgngéogheSDev?lopment Of The Business Corporation Ih
nelan ~186 Cambridge, M . .
36. Tordo g0 =t g¢s TMass., 1936) p.7
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orgenization in the form of numerous partnerships grew,
especially in insurance, as well as here and there in
manufacturing. Many societies whose applications for in-
corporation were refused by Parliament carried on regardless,
with transferable stock, but without an& individual right in
any associate to bind the other associates, or to deal with’
the assebs of the association.

During the early nineteenth century, there were
vigorous efforts to widen the sphere of joint-stock organization.

37

The success of corporate enterprise in banking, in insurance,
and especially in the development of camals, had inspired the
opinion that "companies might be extended to every branch of
trade and manufacture."58 Evidence of a contemporarily
expanding securities market is found in the fact that bet-
ween 1803, when the official price list, "Course of Exchange"
was first published'under the authoritj of the Stock Exchange,
and 1811 the numbef of securities quoted more than doubled.>?
The &ears 1807 and 1808, in Tooke's w&rds "a period of almost
universal excitement, leading as usual to hazardous adventuref4o
witnessed an outburst of promotions, "some with exciusive"

privileges, but in general without any such advantage.,"41

37. Especially the Bank of England. Other joint-stock banks in
England were illegal, but in Scotland joint-stock banking
companies with many hundred partners were flourishing by
this time.

38. The Tradesman, 1(1808), p.24f.

. 39. Duguid, op. cit., p.96.

40. T. Tooke, op. cit., Vol.I, p.277.

41, In other words, without incorporation. The Tradesman, I

(1808), p.24.
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Aroused by the proportions of the new movement and the
‘character of some of the companies, the Attorney General started

proceedinfe;s42

against two of those recenktly formed as schemes
which violated ﬂtﬁe express provisions and plain policy" of
the Act of 1720. Alarm spfead among investors and company
Promoters. New ventures folded up. Pamphleteers examined _
the question of legality and sought to combat the attempts to
disparage joint-stock companies.45 However, in the Court of

4 the main question as to whether the raising

King's Bench,
of large sums of money and the creatiod of transferable
éhares in the Jjoint stock.wepe in themselves unlawful and
. prohibited was not decided. Further litigation, although clearly
indicative of the hostility and suspicion of the Courts towards
the new species of organization, left in doubt what exactly
was legal and what was not.

The introduction of limited lisbility was severely
opposed in and out of Parliameht and this was probably the one
factor that held back company ﬁromotion more than any other.
Indeed, as John Austin wrote in 1825, "compared with this
rule of the existing law, the mysterious terrors of the
uﬂintelligible Bubble Act were a feeble obstacle to the

establishment of Joint-stock companies."45

42, November, 1807.

43, See, Henry Day, op. cit.

4%, Rex. V. Doad (1808), 9 East 516,

45. John Austin, Yoint Stock Companies, Parliamentary Bistory
And Review (1825) p. 711. o
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Even some who advocated that all joint=stock companies
should be put on a secure legal footing were still against the
wholesale granfing of limited liability.46

The quasi-corporate company of the early 1820's was,
then, something of an unknown quantity. It was almost
impossible for it to evade being sued itself, as each
individual would have to be sued and the composition might
well be changing all the time. The dangers to shareholders
of unlimited liability are obvious, since a man could be
stripped of everything he possessed to0 pay off the debts of
the company. If some shareholders preferred a spell in prison,
the debts were left to be paid off by others. '

When the speculation mania of -the 1820's got under way,
Parliament was not by any means blind to current develop-
. ments. Company enterprise and speculation encountered sharp
challenge and stern resistance. Early in May, 1824, Huskisson
voiced strong objection to legislative incorporation unless
charters were first regularly obtained from the Crown, for
only then was revocation of privileges possible in event of
abuse. He was especially opposed at this time to the
limitation of Iiability, "to taking every wild and idle
speculation out of the general operation of the laws of the

coﬁntry.“47 Angry inquiry as to how far shareholders were to

45, See, An 0ld Merchant, op. cit., p.92.
47, Hangsard, N.S. XI, 608.
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be‘liable, he quieted with a promise that future bills extend-
ing privileges, at least to any insurance company, must |
contain specific clauses setting forth individual responsibility‘
There was no objection_to granting power to sue apd be sued
collectively, however. Coincident with the appeal of individ-
ual pawnbrokers against the projected Equitable Loan Company, .
Hobhouse declared that if its bill were carried, "there
was no reason why Jjoint-stock companies of butchers and
bakers should not be established!'49 Deeper fears agitated
others - Lords Redesdale and VWestmoreland were apprehensive
lest the creation of so many ¢ompanies prove dangerous to
the Constitution!so

Parliament was beseiged with applications which sought
for joint-stock enterprises. In March51 there were thirty,
by Apr1152 two hundred'and fifty of such private bills before
the House of Gommons. -

The Lord Chancellor (Eldon) spoke against those who
"speculated on obtaining a charter" and to become "an
intolerable nuisance and a source of systematic fraud",s3
He proposed to bring in a bill to require the names of
partners to be enrolled in the courts; to give power to sue

any two of them and to take execution, and ¢o make members

48, 1bid., oheo.

‘49. Ibid., p.1339.

50. Ibid ., p.791, re the blll of the General Gas Company
51. Annual Reglster, 1824, p.2.

52. Gentleman's lMagazine, Vol. 94, pp. 364f

53. Hansard, XI, p.1456.
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liable until notice of their withd;awal from a company
were filfed..54 Lauderdale, in an éffort to provide against
"the mischief now going on," to take care that compénies
should not be incorporated withéut first giving assurance
of having adequate capital, secured additions to the standing
"orders of the House of Lords which required that, except
in the case of turnpike, canal and like companies, no bill
should go to a second reading until three quarters of the
capital of the proposed enterprise had been deposited with a
. public trustee?5

Despite these protests, the manufacture of promotions
went on giddily without benefit of Parliament. However, as
has been seen,56 members of Parliament were not slow in avail-
ing themsélves of the advantages of directorships. Perhaps
the first "directory of directors" ever published was that which
appeared in The Times of February 7th, 1825. There were one
hundred and twenty-nine names, each of which had been advert-
ised as director of more than three companies.. The l:'Lst:S‘7
included twenty-eight members of Parliament.

The King:s Speech at the opening of Parliament in
February, 1825, was charged with optimism: "There never was

a period in the history of this country when all the great

54, Ibid. pp. 856,1076,1100
55. ibid.., p. 1339.
56. Byid pp.86-87.
57. Hansard, N.S. ,XII,1065
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intergsts of the'pation were at the same time in so thriving
a condition."58 Nevertheless, some weeksllater, the Prime Ministe:
felt called ﬁpon to issue a warning. A "fury for companies"
had taken posseésion of the people. Those who were in-
volved could'not look to the Government for any biil of relief
in event of distress consequent upon the speculation spread
over the country.s9 Laskerdsle, as well, urged his colleagues
to take steps to "stem the torrent™ Indeed, for several
months Hansard is_fuil with debate on jointesﬁock enterprise.
One member caustically advised "gentlemen to keep their money
against a rainy day rather than invest in companies to bring
. salt water from Bognor, air from Heavem, and blasts from Hell."60
0§§ption was. even made to the grant of the right to sﬁe collect-
ively, for promoters might then hold out to the public |

61 Huskisson reiterated

something like Parliamentary sanction.
his position of the preceding session. Apart from with-
olding limited 1iability, the legislature could not interfere.
_The ﬁouse could not undertake to distinguish good from bubble
projects; the public must decide. As for the law, one

existed which bound companies for any violation.62

58. Ibid., p.1.

59. Ibid., p.119%4.
€0. Ibid., p.612.
61. Ibid., p.718.
62. Ibid., p.1075.
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The Act of 1720 was gtill to be reckoned with. Decisions
and diéta from the bench as well as the declarations of
the Lord Chancellor from his seat in the Legislature now
pPlaced a damper on speculative enthusiasm and created decided
uneasiness among promoters and investors. Parliament hadlno
more than opened when the Equitable Loan Bank was declared ill-.
egal as a company without authority.63 Shares had been issued
in anticipation of obtaining an act of Parliament for the
Government of the Society. All contracts for the sale of shares_.
under such circumstgnCes were declared void. Another
circumstance attending the issue of the shares (on which only
one pound had been paid) was their sale at a premium of’
over five pounds. This widely prevalent practice called forth
severe condemnation from the Chief Justice: its "necessary
effect was to introduce gaming and rash speculation to a :uinous
extent.” |

The Lord Chancellor had also repeatedly denounced
such practice. Now, "tasking his ingenuity and legal sublety
to frame a panacea for the grand disease of England,"64 he
reiterated his intention of introducing a bill to prevent the
sale or transfer of the shares of any joint-stock company
until it had received the sanction of a charter or an act

of Parliament..65 Furthermore, from the bench he intimated

63. Josephs V. Pebrer (1825) 3B & C. 639. o

64. "An obstinate inclination on the part of the people to be
cajoled out of their money" Morning Chronicle, Feb. 9th,1825

65, Hansard, XII, 31; 127. '
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that campanieé of all descriptions were illegal unless
s0 sanctioned. In consequence, dealers panicked and
quotations melted.®® _

In fact, the threatened bill did not appear, for the
Chancellor was called upon to sit in his Jjudicial capacity and’
therefore refrained from declaring, in his legislative
capacity, what the law ought to be. .In Parliament, he finally
concluded that "parties had enough to fear from the law as
it stood."

In the Real del Monte case,67'which arpears to have served.
as a test case for the South American mining companies, the
Lord Chancellor threw out the suggestion that assuming to
act as a corporation, even if not within the Bubble Act,
was illegal at common law. Disraeli was fleased to quotg
from this cése in "Lawyers and Legislators", "the cases
which were cited to prove the restricted power of transfer
conteined in the deed of the Real del Monte Company, exempted

68

it from the penalties of the Bubble Act  ........let us

congratulate the Lord Chancellor and the country that the
legality of the deed of the Real del Monte Company was left
untouched"69 However, His iordship was not entirely satis-

fied. Stock jobbing was an indictable offence. Persons

©6. The Times, February, 1825

67. Kind V. Taylor (1825) 3L.J. Ch. 68. Quoted in B. C. Hunt
op. cit., p.39. .

68. p.ll.

69. P14,
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" who sold shares might be ordered to refund the money. Indeed,
were nof companies taking away from individuals "the power
of exercising themselves in trade?"” Was the time not approach-
ing when pgople "would neither be allowed to eat, to drink,
or wear clean linen," except upon terms which compénies imposed?
How could the power of directors-to call for "millions and
millions of money" be "consistent with the public credit?"
In the eyes of the editars of the Chronicle Lord
Eldon's dicta did not Jjustify revision of their view that
the Chancellor's opinion's "as a Politician, were seldom
worth much.” For-obviously,thqﬂ' were superior to individual
enterprise. Profitability, it was argued, would determine
their proper limit. Had the Chancellor himself not indicated
the correctiﬁe of all unprofitable speculdtion - the liability
of directors and shareholders to their last shilling and
acre, knowledge of which would deter all rational men from
speculation? It was, further,. an abuse of terms to apply
"monoply" to a company of a hundred men investing their
. thousand pounds apiece..7o
The alleged restrictions imposed by the Bubble Act
brought forth the -eé%ﬂwkrom one Legulelﬁs'
"Lgt it not be imagined that speculatiﬁn would be

checked or fraud prewvented by the total interdiction of all

companies not establéshed by charter or Act of Parliament.

70. Morning Chronicle, Match 30th, 1825.
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the speculations have been as large, and the frauds as numerous
in the incorporated as well as the unincorporated associations.
I know incorporated companies which have needlessly raised
capital and created'shares, for the mere purpose of selling
the latter at a premium. I know directors of them who have
Jjobbed till their names savour in the market like a third
day's fish at Billingsgate.

i would cohjure the Legislature not to trench qpon_that
sacred and goldeh principle of political economy = not to-
interfere with the hode in which individuals employ, or
even squander their money, not to lay restrictions upon
that freedom for the paltry object of protecting thpsg
who will not use their energies ortheir sense to prbtéct them-
selves. We are happily now beginning to shake off those
well meant restraints which the wisdom of our ancestors -
thought beneficial to-encumber us. We have ceased to fetter
the public press...... We have ceased attempting to keep
thé country rich by preventing it from sending its spare
coin abroad to buy useful commodities.....we have given over
expecting to grow rich by foreign commerce, while we refuse
to take the only return a country can give for the article
we sell, - we are gradually destroying chatered companies
and monopolies and throwing open every possible channel to the
energies and enterprige of our countrymen ..... Do not let
us act upon contrary principles in the case of domestic Joint

] "71

Stock Compénies.

/7. Mormimg Chronicle, April Ist, 1825
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Finally the government took action. In March, 1825

. a leading company promoter, Peter Moore, had moved for the

repeal of the Bubble Act,’S as "the law in respect to these

companies was very obscure and ill—understood,"75 but he

had withdrawn his motion after one of the most usefﬁl débates

on the whole épeculation mania.. in June, on the motion of the

Attorney General that "string of non-sqquitﬁrs"74 the Bubble

Act was flatly rebealed,75 as unintelligible and impossibly
_severe,76 and, furthermore, as having restrained the form- -

ation of companies "established on just and equitable principles

and for landable objects?77 Doudt- as to the immediate

relevance of thqkighteenth—century legislation was swept

away. The Attorney General considered the common law

sufficient to deal with fraudulent promotions, that addit-

ional legislation on this matter was unnecessary = "at once
difficult, unwise and impolitic’’S

Two other provisions of this statute of repeal are

worth brief consideration. Under common law, 1imited liability
was -an énseperable incident of~incorpofation. Henceforth the

Crown was empowered to prescribe to any extent the degree of

72. Hansard,N.S. XII, 1279.

73. Ibid.See also, Copy of the Bubble Act..... Draft Bill...

by Peter Moore for the amendment:. and for the prevention of
‘auds in Joint Stock Companies (1825)
7%. John George, op. cit., p.53.
75. 6. Geo.IV, c.91.
76. For the Attorney General's argument see Hansard N.S.XIII, 1019
77. See the recital of the bill to repeal, P.P.I(1825) No. 149,
78' Hansard, N.-S. XIV,416 h !
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shareholders' responsibility. Even so, thqkraﬁt of charters
continued to be very jealously guarded. For another provision,
to the effect that notwithstanding the repeal.of the Act of
1720 "the several undertakings éhould be adjudged andi dealt
with according to cémmon law," Eldon was résponsible.
As has been seen, he had expressed his confident belief that
to act as a corporation, not being a corporation, was-én
offence at common law. Much litigation had to ensue before
this dictum, reinforced by the Chancellor's great authority,
lost its influence and became dead doctrine.79

In fact, the pressure of economic development apart,
it is difficult to see how Parliament could have done other-.
wise than repeal the Act of 1720, or, on the other hand, %o
understand how the lawyers could logically maintain that
the uningorporated association was illegal at.cbmmon law.
Actually, quasi-corporations had been recognized in adjudged
cases; de facto joint-stock banking companies continued
to flourish in Scotland. In no case was it ever actually
decided that an unincorporated joint-stock company was
ill#gal at common 1aw.S0 |

As has been indicated,'during the bﬁom, company promoters
had stormed Parliament with applications for corporate

privileges, in some instances for full incorporation, in

79. B.C. Hunt, op. cit., pp.A1-02.
80. ¥.B. Llndley, A Treatise On The Law Of Comp;nles oth ed.

(1902)
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- others for mere power of suit in the name of an officer.
It is apparent that what we should now term "publiec utilities"
were much more successful in their pursuit of privileges
than companies for all other purposes. Indeed, Austin
declared that those who had the determining voice in this
"occasional interference of the legislature" were "ignorant,
indifferent or impartial."S’ |

The Morning Chronicle had argued that the Legislature
ought to pass, not a separate law for this or that company,
but a general law securing associations against inconvenience
and securing the public against fraudulent attempts to escape.
from liability.82 In like vein, various members, including
Baring, Gurney, and Grenfell, had repeatedly urged the necessity
of some general measure of control to take the place of
innumersble bills of exception to the law of the land, to
provide a system of registration,or alternatively, even to
Iegalize the continental'société anonyme."

As was ipevitable, after the crash a motion was brought
before the House of Commons to order a general ingquiry into
the companies formed during the mania. Shattered expectations,
_eumours of dubious methods used to obtain private acts, and

suspicion of various kinds of financial slight-of-hand and

81. Fohn Austin, op.cit., p.720.
82. March fOth, 1825.
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and Speculation in the activities of promoters and directors
demanded satisfaction.S3 Canning and Huskisson took
the proposal as a sweeping censure on all joint-stock companies.
The latter rose to the defence: ."If there was any one cir-
cumstance, to which more than any other, this country owed its
wealth and commercizl advantages, it was the existence
of joint-stock companies." "There was not greater error
than to cry down companies as public evils." Attwoed declared
that there was "no more harm in buying and selling a share,
than in purchasing or selling a shawl; "the failure in
mining particularly proved nothing; Joint-stock enterprése
contained great possibilities in many directions." The motion:.
was amended so as to set on foot an investigation of the
Affairs of only one company, the Arigna Iron and Coal ﬁining
Company.84 |

In fact, Huskisson went beyond mere parliamentary-defence
of the joint-stock compsny. Guided in part by successful
Scottish experience, he affirmed his faith in corporate

enterprise in his measure for the organization of English

banking.8” By the Act of 1826 the establistment of joint-

83. Hume had attempted early in the boom, but without success,
to secure a standing order to exclude all Members who had
an interest in private bills from sitting on such
committees (Morning Chronicle, May, 27th, 1824) Eee,

a letter to the Times, December, 14th 1825: "lembers who
"compose Private Committees are too often interested.....
ghares are set aside for Parliamentary friends whose vote
and influence promise success."”

84. P.P. I1I1(4826-27), 37.

85. 7 Geo. IV, c. 46.
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- stock banks without limitation on the number of partners was
henceforth authorized beyond a sixty-five mile radius of Lon-
don. They were -empowered to sue and be sued in the name of
a principal officer. Limited liability, however, was
witbheld. Huskisson, surprisingly, would have copsénted to the
grant of this privilege but for the pronounced objection of
the Bank of England.2®
In sum, the joint-stock company had come by 1826 to
Play an important part in the organization of England's
economic life. Alongside the incorporated cémpanies, a
- large number of quasi-corporations87 had forged something
like legal status and had achieved financial success inkhe
face of determined legislative and judicial oppbsition. '
Although nearly all of the South American nining companies
were total financial failures, they played a leading part in
bringing to the notice of the nation the inadequacies that

had existed with regard to company legislation.

86, Hansard, N.S.XIV, 143. Also Baring, ibvid., p.209.

87. Lord Eldonused the term inDavis V. Fisk (1823) to
distinguish companies which had obtained powers of suit,
etc. from Parliament. Quoted by B.C. Humt, op. cit., p.54 n.
Such associations had "the power, emblems, and to a gineh
extent the pr1v11e"es of a body without having been incor-
porated.” Quoted in .a letter from George Farren to The
Times, October 11th, 183%8.
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The Reform Of The Navigation Acts.

To meet the ecomomic situation arising after 1815,
Britain, whose intereét was predominantly commercial and who
consequently had to'pay particular regard to the needs of the
merchant classeé, was compelled to overhaul the entire
~ fabric of the Commercial Code upon which she had relied since
the time of CharlesII as ah instrument for building up her
power and prosperity. In relation to these changes,.the Latin
American trade played no small part, particularly with regard: .
to the Navigation'Acts.

Under the 0ld regulations, it was enacted that commoditie.
from Asia, Africa and America could only be brought to Britain
in British ships and direcf from the places of origin of the
articles. In 1822, the memorial of theLondon merchants,
shipowners and traders,mentioned above,88 remarked that
since the establishment of independent governments in the
countries of South America an extensive trade had been carried
on with them directly or through the medium of other plages.
This commerce, they held, with due encouragement and protect—
ion might become of greater importance.if not interrupted.
They wanted therefore a relaxation of the Navigation Acts to
admit vessels of these newly-formed states into the ports
of thé United Kingdom in the same manner as were the ships of
the U.S.A. and Brazil. If this were not done, foreign countrie:
especially the U.S.A. whose commercial regulations were

adapted to those formed by the new governments, would
88. p. 116
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secure advantages over the British.

By the Act of 1822, the products of Asia and Africa
had still to be carried in British veséels, although
they could be imported from any part of those continents
instead only of the place of origin as before, bﬁt in regard -
to the foreign countries of America, British ships or the
ships of the country of origin of the'éommodities could be
employed. This was definitely a bid for the trade of the new

"independent states of South America89

89. JS. Jones, Ph.D., op. cit., pp.425-427.
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CHAPTER VI

SOME" CONSEQUENCES OF THE FINANCIAL CRISIS OF
1825 --'1826
TO BRITAIN AND TO SOUTH AMERICA

The boom which came to an end in 1825 had important economic con-
sequences for Britain. Inevitably, also, it affected those of the I.atm
American natlons which had come to rely on British investment. This
episode set the lines on which the long-term economic relations between
Britain and South America developed later in the nineteenth century.

- It is no over-statement to say that the financial crisis of 1825-1826

- showed the merchants and politicians of Britain that her financial and
business structures were not yet equal to the opening perspectives of in-
dustrial expansion. Thus, radical changes in banking and company legis-
lation were imperative, and it is probable that the extent of the commercia

depression and financial collapse prompted the decision to take swift actiol

The Crash

The depression hit society at all levels. ""Every man seemed ready
to seiie his debtor by the throat and say 'Pay m.e that thou owest'. The
hilarity and openness of heart and hand which had made 'England such a
sunny place a year ago were gone; and instead there was now the suspicion

with which every man regarded his debtor and his creditor; the daily
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dread of the post; the eager glance at the gazette; the walking out to await

the mail; ...... The manufacturer looked round the stocks on his over-
loaded shelves, and for every thousand pounds' worth of goods now reckoned
five hundred. The widow lady and her daughters, who had paid ready |
money all their lives, now found themselves without incomefor half a year

together, and could not enjoy.a meal, because the butcher's and baker's

bill was running on. The dying man, who could not wait for better days,

altered his will with a sigh, lessening his children's portions by one-half

or two thirds. Young lovers, who were to have had a jocund wedding this

autumn, looked in one another's faces, and saw that it must not be thought

of at present. nl o

Sufferiné was acute among the workers in the manufacturing districts :

“of thé large towns. It was clearly evident among the hand-loom weavers
of Lancashire where..loom breaking was rife. Like every other mania, the
cra.xze for speculation of 1824 and 1825 had the ;rxost serious consequences

| for the whole community. It was hard enough that no gold should be raised
from the mines in South America, but this, after all, only directly con-
cerned the shareholders who had sunk their money in them. That bullion
should flow to South America and be lost completely was a disaster for the

nation in general. The £11% millions in coin and bullion which remained

1. Harriet Martineau, op. cit., p. 11.
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in the Bank of England in October ‘1824 had by February 1825 been reduced
to £84 m1lhons, and by August to £34 millions. .2 Throughout the first half
of 1825 the Bank allowed its own note issue to expand and it was not until
November that it seriously began to restrict commercial accommodation.
. Such was the delicacy of the position by that time, however, that as soon as
it did so the whole mass of inflated credit collapsed. 3

On 23rd November complaints came from the City that the Bank was
returnirig a conéiderable portion of the bills sent for ciiscount by e\.ren the
largest houses. By the end of the week there were runs upon the country
banks in several ;iistricts and within the next three weeks, sixty-one country
banks and six important London houses ceased payment.

The terrible desph,ir and helplessness of everyone in the first week
~ of Zipanih, in face of the complete refusal of both the Bank and the Government
to render assistance, were remembered for many yéars.‘l The bankruptcies
were increasing as obligations contracted earlier in 1825 feil due at a time
when prices were declining, and many merchants found their position
illiquid.

The crisis in London reached its peak in the week 12th to 17th Decem-
ber. By the latter date the Government and the Bank of England had declded
on an abrupt reversal of pohcy. It decided to issue small notes, to advance

money freely upon the Exchequer bills the publie already held, to lend if

2. P.H.Emden, op.cit., pp.54-55.
3. A.E.Feaveryear, op.cit., p.220.
4. Ibid., p.221.

. - P T u———
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necessary even upon goods, and indeed to take in every kind of security
people could offer. 3 By the end of 1825 the crisis was over although the
run of bankruptcies continued through the first months of 1826, until 104
banks in London and the country with a total liability of nineteen million
pounds, had come to grief .6

In the storm which brought so many low, two firms came to grief
which -were not strictly bankers. Their ham'es came to be well known during
the days of the boom and have beeﬁ mentioned before as issuers of foreign |
loans. In 1826, A.B.Goldschmidt and Co. failed, and in 1828, Barclay,
Herring, Richardso‘n and Co. suffered a like fate. Colombia, w.hich may
have been a bad debtor but was a remunerative client for a financial house,
was decidedly unlucky in its London agents, for the collapse of these two
firms came at a time when tk;e State had a credit balance with both.

Once reports of failures ceased, confidence gradually réturned, and
the money market made a surprisingly quick recovery. The series of good
ha-rvests which followed on 1826 had their share in healing the nation's

severe wounds.

The Reform of the Banking Structure

There was no Parliamentary inquiry after this crisis and despite the

5. Ibid., p.222.
6. P.H.Emden, op.cit., p.59. K.F.Dixon, op.cit., p.183.
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fact that the country banks blamed the Bank of England and the Bank of
"England blamed the country banks, few- people had much doubt as to where
most of the blame lay. The fault lay in the system. It was the hundreds of
small independent note issues, all capable of easy exﬁansioh ahd all liable
to rapid diseredit, which were to blame. Cobbett summed up as follows,
. "The Bank is blamed for putting out paper and causing high prices; and
blamed at the same time for not putting out paper to accomodate merchants
and keep them from breaking. It cannot be to blame for both, and indeed it
is blamable for neither. Itis tﬁe fellows that put out fhe paper and then
break that do the mischief." 7

Scotland's experience of banking had been very different from that of
England. There had been no monopoly of joint-stock banking north of the
Border siece the exclusive privilege granted to the Bank of Scotland in :
i695 had lapsed 21 years later. Two other chartered banks 8 had been estab-.
lished and three more large joint-stock ba.nks9 had grown up during the |
eighteenth century. Nearly all the banks had more than six partners and
| nearly all of them had several branches. They had been remarkably free
from runs and failures. In the crisis of 1825-1826 there were two or three

bank ‘failures, but no-one among the older or the fully developed joint-stock |

7. William Cobbett, op.cit., p.25.

8. The Royal Bank of Scotland and the British Linen Bank.

9. The National Bank of Scotland, the Commercial Bank of Scotland, and
the Aberdeen Town and County Bank
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banks, and not one in Edinburgh or Glasgow. 10 Scotland showed the way that
new banking legislation should take for England and Wales.

The mbnopoly of the Bank of England was out of date. The majority
opinion wds that other joint.-.stock banks should be permitted, -which would
compete with the small partnerships and give greater security. At the same
time, the Bank might be encouraged to compete itself by opening branches in
the provin;:es. 11 Similarly, when Parliament met, opinion was nearly unanim.
ous in condemning the small notes and Lord Liverpool was quite willing to get'
rid of all notes under £5, the Bank of E;ng.hﬂd's as well as the others. The
great increase of the i”ssues halld been mainly due to small notes, and it éeemed
clear that no one could be trusted to manage them properly.

Two acts were passed to give effect to Liverpool's proposals. The first,
dated 22nd March 1826, in effect prevented tl;e is.sue in England and Wales
of any more notes of less than £5 payable to bearer on demand, and provided
that all out-standing ones shoul;i be redeemed by 5th April 1829. 12 The
second, dated 26th May, permitted joint-stock companies to carry oh the
business of banking and to issue notes at any place more than 65 miles from
London, provided that they did not open an office within that radius. The

Bank was empowered to appoint agents in any part of England, on condition

10. J.Clapham, op.cit., vol.Il, p.102.

11. The public had been prepared to some extent for the establishment of
jdnt-stock banks through the work of a pressure group led by Thomas
Joplin, see A.E.Feaveryear, op.cit., p.233.

12. 7G., IV, c.6 - :
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that notes issued by those agents should be payable locally as well as in
London. 13

These were not, however, the only immediate changes produced by
the crisis. For the bill brokers a most important consequence was a move _
by the Londoh bankers to limit their reliance on rediscount facilities at the
Bank iﬂ times of crisis. Barclays mentioned the way the London bankers
were thinking in a letter to the Norwich Bank early in 1826, L the late
events cannot fail to induce the reflexion. that the Bank of Enéhnd may not |
find it satisfactory in case of an adverse state of -the Exchanges, to grant
so liberal an assistance by Discount as on the late occasion, and it may
very much restrain the acco-modation to be afforded to the public. It should
seem therefore that it will be prudent for the great banks of the coﬁntry to
make such arrangements as that their welfare may not very importantly be
dependent as such." 14

The position of the London bankers had in fact been rudely shaken, the
more so as the banking ;:risis had been precipitated by the suspension of
one of their number. In the past they had gradually pursued a policy of
using their resources .to the full, freely discounting at the Bank of England

whenever needs for cash were pressing. But the events of December 1825

13. 7G.1V,c.46. A.E.Feaveryear, op.cit., p.224. P.H.Emden, op.cit.,
p.62. W.T.C.King, History of the London Discount Market (1936) p.37.

14, From the records of Barclay, Tritton and Bevan 24/1/1826, -K.F.Dixon
op.cit., pp.186-187. - : - .
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had brought home to them the fact that in time of acute crisis the Bank of
England had to bear the discount demands of practically the whole country,
and that in such circumstances even its superior resources might not suffice
for their own urgent needs. As King points out, 15 from this realization
there arose the central reserve _system which for many years was a unique
feature of the London Money Market, for after the crisis the London baunkers
dropped their bractice of re-discounting which was never resﬁmed. The
banks instead began to establish adequate cash reserves of their own, holding
them partly in Bank of England notes and partly in a balance at the Bank itsef.

Meanwhile; the Bank of England had awakened to a greater sen-se of its
responsibilities. Tﬁe directors had been forciby reminded of the great re-
liance placed upon them by the mercantile and banking community, and had
also discovered that the safe conduct of their affairs under a Gold Standard
required a degree of prudence which they had never been called upon during
the Restriction period. From their standpoint, the crisis must clearly be
regarded as a milestone _in the history of central banking, for the Bank began
to follow a much more cautious policy inithe management of its re-serves,
and gradually assumed functions which are now considered as the normal
duties of a central bank.

Down to 1825 the Bank was still primarily a profit-motivated company

competing with other bankers. Its affairs were still private, and information

15. W,.T.C.King, op.cit., pp.37-38.
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| concerning them was jealously concealed by the Directors. No accounts or
returns were published unless Parliament called for them. ''When appear-
ing before Parliamentary committees the Directors showed a strong tendency
to answer very curtly the question put, to -vo.lunteer no information and to
take refuge in ignorance when asked anything regarding the relationship
- between the management of the Bank and the general control of credit."” 16
It is from 1825, truly one of thé key dates in banking and particularly bill-
;narket history, that the growth of scientific management by the Bank of
England really begins. The Bank Charter Act of 1833 which grea..tly strength-
ened the hand of the Bank in (::-xercising control of credit as well as allowing
joint-stock banks in .the metropolis, was passed still in the shadow of the
crisis of 1825-1826 and was a logical progression from the actions taken
immediately following the crisis. 17

Recapitulating, it may be said that the 1825-1826 crisis produced’ the
following main lines of change in banking structure - the beginnings of joint-
stock banking; greater control over note issue; the establishment of Bank of E
England branches; the cessation of re-discounting by the London priﬁte

banks; and the assumption of certain central banking functions by the Bank

of England.

16. A.E.Feaveryear, op.cit., p.229
17. P.H.Emden, op.cit., p.62
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Changes In Company Organization And The Investment
Mechanism

The boom of 1824-1825, rather than the crash which followed it, was
responsible for measures taken to improve company legiSIation, and in
particular, the repeal of the Bubble Act. As this has been discussed abovel,a
there is no need to reiterate the pressures which forced its repeal. It was
important that large companies raising capital amounting to millions -of
pounds should be put on a firm legal footing, in order to safeguard both
_ those managing the companies' affairs and those invésting in them, and it
was the vast increase in company promotion in the mid eighteen-twenties
which revealed the impossibility of the existing state of affairs.

A less important although significant out-come was the. start at this
time of financial journalism. The Stock Exchange began to attract attention
as never before and during the mania of 1825 the Press naturally described
and commented on the latest sensational events, and this led to the establish
ment of the daily money article. Of course, quite early in the century, the
Press had begun to quote the prices of securities, but the list was generally
furnished by some stockbroker who was allowed in return for his trouble to
append his name. Gradually there crept in fugitive paragraphs relating to
Stock Exchange business, but these were served up irregq.lar.ly with other

news and not in the form of a daily City article. This began to appear about

18. See pp. 129-145.




-158-'

1825, whereas a decade previously such a paper as the Courier did not even
mention the prices of stocks. 19

The boom in foreign loans in the twenties caused the Foreign Loans
Market to rise in importance and require a more favourable site. From
the time of the first foreign loan, more than a hundred years, before, it had
been situated in the Royal Exchange, and had not followed the Stock Exchange
proper to Capel Court. But on the first day of 1823 they made a move'and a
Foreign Stock Exchange was established in a building adjoining and connected
v.vith the Stock Exchange proper. This exchange was, however, a distinct
organization with its own committee, with a chairman and deputy-chairman
and its own price list. It was not until some years afterwards that the
Foreign Stock Exchange_was absorbed into the Stock Exchange which it ad-

joined. 20

The Connection Between The Loans And
South American Trade -

While the effects of boom and crash on the British economy are fairly
easy to see, the consequences for South America-which had given the episode
its unique character are more difficult to ascertain. Certainly, it appears
that most of the money raised for the South American governments was not
used for any significant economic purpose, but was rather lost while in the

19, C.Duguid, op.cit. p.131.
20. Ibid., p.121.
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hands of government officials or used to wage war on unfriendly neighbours.

However, at least some of the £17 millions lent between 1822 and 1825 .
was used in payment for the increased imports of cotton, whi(_:h, together |
with woollens and linens formed the bulk of British exports to South America.
By Peru, Colombia and Mexico at least, they were used as funds in England,
:;lgainst which bills were drawn and circulated in the course of commerce, at
a time when these countries were begimﬁng to feel a scarcity of bullion and
specie, due to the neglect of mining during the revolutionary wars. 21 Is it
possibl e therefore to see a close connection between trade to South América
and the export of capital?

The sums lent tov the revolutionary 'governments.amounting in all to over

£17 millions were distributed as follows:-

1822 Colombia £1.64 m. 1824 Brazil £ .8m.,
1822 Chile £ .7 m. 1824 Mexico £1.85 m
1822-4 Peru £1.0 m. 1825 Brazil £1.7 m.
1824 Buenos Aires £ .85 m. 1825 Mexico £2.87 m.

1824 Colombia £4.2 m. 1825 Peru £ .48 m.
. 1825 Guatemala £1.04 m.

The declared value of British produce and manufactures expo"rted to Central

5nd South America during this period also showed an increase, but not suffic-

ient to cover the loans. (See figure 2).
As in the case of Eu—rope at this ti;ne, the trade with individual countries

does not lead to any definite conclusions. In some cases the loans were

accompanied by increased}exports, but in others they were not.

21, J.S.Jones, Ph.D., op.cit., pp.410-411.
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From this table it is seen that where the loan is ostensibly covered
by goods, the increase in British exports does not by any means absorb
the whole of the sums lent-. Little change occurred in the trade with
Colombia, although she was :the heaviest borrower.

Jenks thinks22 that the loans were remitted in the form of merchand-
ise aﬁd that possibly two-thirds of the amount actually remitted made a
direct demand upon variouws industries concerned in imilitary and naval
stores, while the balance was éonsigned in cotton goods and hardware. A
close analysis of the South American trade for the period of the loans by
J .S.Jones,23 however, does not bear out this statement.
| The total exports of British manufactures (declared value) to Central
and South America in the-four years ending 182i was slightly ir; excess of
£12 millions, while that for the four years ending 1825 was only £19
m1111ons, giving an increment of only about £7 millions over what might
be regarded as normal trade.24 Of the second amount, cotton alone account-
ed for £11 millions, while the remainder consisted largely of a great
numbez: of miscellaneous commodities in small quantities, as an illustration
of which, totals for the year 1825 may be cited. (See figure 3).

Mexico borrowed close on £5 millions but th;are is no evicience of this

amount in the trade with that country nor of the shipment there of large

22. L.Jenks, op.cit., p.59.
23. J.S.Jones, M.Sc., op.cit., pp.265-269.
24. Figures from G.R.Porter, op.cit., p.359.
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supplief’ of military and naval stores. The declared value of the total exports
of British manufactures to Mexico between 1822 and 1825 was only £1.79
millions of which cotton goods constituted £1.16 millions, the remainder con-
sisting chiefly of linens and woollens. Traﬁe to all parts of ;che world was
extended at this time by Britain, and pa.rticularly to South America where,
as is clear, the cotton ma:mufacturers pushed their sales enormously. It
becomes consequently a moot point as to how much the increase in trade with |
South America was due on the one hand to the export of capital and on the
other to the enterprisé o1 British merchants during thé period of boom. It is

doubtful whether a definite answer will ever be made with conviction.

The Long-Term Effects Of The Crisis On Anglo-South
American Relations .

The commercial and financial crash in Britain in 1825 had a consider-
able efféct in the immediate short term on all l;er foreign markets which, in
some cases, telt the results of it after Britain herself had recovered from the
shock. British goods, unsaleable at hdme, were thrown in masses on the

foreign markets, depressing prices to a great extent. 25

However, British
trade with South America, as with other areas, soon recovered, and con-
tinued to increase while, interesting enough, British investment there was

virtually at a standstil.

After 1827, investors regarded government loans with distrust, and

25. H.M.Hyndman, op.cit., p.3".
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South American government loans with disgust. The South American
governments found it impossible to raise money in London or anywhere for
nearly two decades,during which time British capital flowed particularly. '
to the United States to finance rauwayé and canals. Both South America
and the United States were sheltered by the Monroe boctrine which was
enforced by the British fleet, but the excellent credlt-, expanding. economy
- and prosperity of the United States promised greater and more certain divid-
ends to British investors. 26 |
Similarly, the various unfortunate experiences of South-American
emigrants from Britain, particularli associated with the"Poyais"atfair, 2/
and the views ot: those such as F.B.Head who wrote ""A Few Practical
Arguments Against The Theory“ Of E-imgration, 1928;' héld back the eﬁigra-
tion movement for a' nuﬁber of years, and perhaps kept from South America
skilled personnel who might have raised the level of economic life there.
It is worth repeating that British trade with South America expanded
after thé disasters of the mid-laéu's. In particular, in the 1830's the
South American trade flourished even without the impetus of British invest-

ment there. The Americas as a whole provided an expanding market for

British manufactured goods at a time when her share of the European

26. R.W . .Hidy, op.cit., p.67.
27. See pp. 75-76.
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markets was not expanding.

The trade with South America which increased almost continuously
throughout the century laid the basis of confidence necessary for a re-intro-
duction of the investment processes which had failed in the 1820's. British
investment in South America in the latter half of the nineteenth century, in
both governments and companies, reached vast proportions. Indeed from
. the British point of view it truly became an area of "Informal Empire".

The- connection established in the 1820's between Bfifain and South America
were to have a lasting significance. In particulax;, Rothschilds kept their
association with Brazil and floated séveral successful loans for that country
later in the centu.ry, while Baring Brothers who first became involved in
South American affairs in 1.824 witia the floatation of the loan for Buenos
Aires, retained their connection and later became financial agenfs for the
confederation of Argentina for whom they raised capital in Britain. Baring
Brothers were, of course, temporarily to regret their ass'c'ciation with that
;:ountry in 1890 when the firm almost collapsed under the weight of worthles
Argentine stock. In the main, however, the latter investment may be con-
trasted with that of the 1820's. The economic conditions in South America
were more comprehensibly undefstood and the trading links more firmly

established. In sum, the investment process therefore was successful.
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STATISTICAL TABLES.

Figure 1. Loans To Foréign States,
_ 1822 - 1825.
Figure 2.  United Kingdom Exports To Mexico
.and South America, 1822 - 1827.
Figure 5. United Kingdom Exports To Central
and South America, 1825.
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Figure 2. United Kingdom Exports to Mexico and South

America, 1822 - 1827 (£m Declared Value)

1822 1823 1824 1825 1826 1827

Mexico .09 27 .39 1.04 47 .69
Guatemala - - - - - -
Colombia .07 2 e3 w45 .2 .21
Rio .98 .66 1.14 .85 <37 .15
Chile «39 «38 .71 .53 24 o4
Peru .11 .29 43 .6 o2 .23
Brazil 1.52 2.42 2,59 2.9% 1.71 2.3l
Total 3.16 4.22 " 5.56 6.41 3.19 3,99

cmmaxxxmxxxxxxxmmmmmxxxxZﬁXﬁ%%KxxxXKXixﬂﬁﬁ%xxxﬁﬁﬁ%ﬁﬁﬁa&

XKéK&i&KXeXKXXﬁﬁgxﬁgﬁéXxXxgﬁxxxxxsngXXKKKXXKXﬁ§¥¥§¥§§¥§,
XBKYBYYXYGBLY KB LAEE)

(P.P., 1826-7, XVIII, as quoted in J.S. Jones, English Foreign
Trade In The First Hald Of The Nineteenth Century. Together
With Some Observations Cn The War Period Of 1793%-1814.

London University, M.Sc., 1928, p..266.)
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Figure 3. United Kingdom Exports To Central and South

America, 1825 (£m. Declared Value)

Cotton Goods 3.21 Earthenwere .06
" hosiery .13 Glass 07

Linen goods JA47 Brass and-Coppef

gdods .06
Woollen goods’ 77 Iron and Steel .06
Silk " .07 Hardware and

cutlery w11
Haberdashery and Butter and Cheese .06
apparel .07 .
Hats .06 Misellaneous 1.14
Leather .05
Sadlery .02 Total 6.41

(P.P., 1826. XVIII, as quoted by J.S. Jones, ibid., p. 267).
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