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Abstract

The paradigm of early modern European state-building is predominantly
derived from the experience of warring states and their attempts to increase revenue
extraction. The Swiss republic of Bern offers an illuminating counter-example. Being
free from major wars for over two centuries (1589-1798) offered a conductive
situation that allowed the state to run consistent budget surpluses while minimising
the tax burden on its citizens. The thesis explores the functions which the Bernese
republic performed in the absence of warfare. I am particularly interested in the effect
of redistribution of resources by the government, both directly through the fiscal
constitution of the state and indirectly through institutions such as property rights,

regulation and economic policy.

My methodology is based on models from New Institutional Economic History
(North 1990; Epstein 2000), fiscal history (Schumpeter 195; Kérmer 1981; Bonney
1995/1999) and historical sociology (Tilly 1992; Ertman 1997). At the core of the
thesis is an empirical analysis of fiscal redistribution, based on data from
contemporary accounts of the state which I have collected from the archives. The
Bernese republic is analysed in the context of a surplus state model, in which the
following elements are mutually dependent and reinforcing: budget surpluses, low
defence expenditure, the absence of a national debt, investments and low level of
taxation. Overall the canton followed a niche strategy to state building which proved
to be cost-effective compared to more coercive fiscal regimes. However, this strategy
ultimately depended on the external effects of sustained warfare, taxation and public

debts elsewhere in Europe.

A particular focus is on how the Bernese state used its structure as a surplus
state to invest money on capital markets at home and abroad after 1710. I will use
approaches from microeconomics and investor behaviour to analyse the canton’s

portfolio investments.
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I Introduction

I-1 The Puzzle: State-building without Taxation

‘No taxes, no unconstrained minister, no standing army and not the faintest sign
of any threatening war! Can one find anything like this in any other place on earth?
This is how the golden age has been. Ambition and riches have deprived the rest of
the world of it.’! The contemporary writer, scientist and politician Albrecht von
Haller described his native Bern in 1753 with these words. Although Haller was a
member of the ruling oligarchy and his statement therefore prone to exaggeration, the
state he described was indeed extraordinary. It was a territorial republic that had not
experienced major warfare for almost two centuries and had bursting coffers. Surplus
money was invested on foreign capital markets, and the tax burden per capita was
probably the lowest in Europe. In short, eighteenth-century Bern was a puzzle to its

contemporaries and historians alike.

The history of European state formation and its impact on the economy has
largely been studied from the standpoint of large territorial kingdoms. In these
accounts of a development towards the nation state, smaller players perished and
vanished. Paradoxically for these theories, examples of surviving ‘non-nation’ states
are numerous; they include Bern and the other twelve republics of the Swiss
Confederation. Analysing developments in these atypical states helps to distinguish
between important structural changes and simple historical accidents to some extent.
Particularly as most authors consider warfare a crucial factor of state development,
Bemn’s peaceful development has almost counterfactual potential. Therefore, the
central research question is: What functions did an early modern state perform in the

absence of warfare, and what impact does this have on its political economy?

At the core of the thesis is an empirical analysis of Berese public finance,
which is vital to understanding the economic and political impact of states.
Justification for this approach comes from Joseph Schumpeter who with much pathos
claimed that ‘the spirit of a people, its cultural level, its social structure, the deeds its
policy may prepare — all this and more is written in its fiscal history, stripped of all

phrases. He who knows how to listen to its message here discerns the thunder of

! Albrecht von Haller in a letter written from Géttingen in 1753, quoted in Oncken (1886): 2,
translation from Kapossy (2002): 237.
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world history more clearly than anywhere else.’® In the case of Bern, as I will argue,
the fact that there was very little ‘thunder’ makes this republic such an intriguing case

study.

The selection of a single case study, while seemingly unspectacular, draws
validity from the fact that the available models of state-building do not accommodate
or account for the Bernese case. Hence the challenge is in dealing with a ‘theoretical
mismatch’. The intention is not to disqualify any grand theories by examining one
small state, but rather to investigate how the distinctive features of the canton can be
better understood using these models, as it would be imprudent to ignore theory and
recount the story of eighteenth-century Bern as an ‘insular’ state where everything
was unique. The key is to use theoretical models carefully. Even if they fail to explain
developments in their entirety, general explanations can be useful for understanding
certain aspects. Ideally, this case study can offer feedback to the ‘failed’ theories and
help to improve them, though it would be an unintended consequence and not the

main purpose of my research.

The aim of this introductory chapter is to provide the conceptional background
and lead into the case study.’ The remainder of this section will provide definitions of
the state and state-building, as well as an overview of my research topic. This will be
followed by a discussion of the most important theoretical explanations about the
state-economy nexus in Section I-2, which covers approaches from economic history,
historical sociology and financial history. The application of these models to the case
of Bern and some tentative hypotheses are presented in a separate section (I-3),
including my model of Bern as a surplus state. Section I-4 provides a brief
introduction to the methodology and empirical data that underlies the empirical

analysis. The chapter ends with an overview of the organisation of my thesis.

Definitions and Scope of my Research

Max Weber defined the state as a set of centralised and differentiated

institutions that successfully claims the monopoly of legitimate violence within a

% Schumpeter (1954): 7.
* I have limited references in this chapter to a literature overview. Footnotes in subsequent chapters
will provide more detailed information.
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given territory.* Numerous scholars have pointed out the limitations and pitfalls in
this definition. Legitimacy is difficult to specify and the degree of monopolisation of
violence can vary, particularly in early modern times where ‘membership’ to the state
was not absolute and particular groups benefited from privileges, liberties, or
exemptions.’ For Michael Mann, Weber’s definition is problematic because it entails
institutional (centrally located institutions) and functional (legitimate violence)
elements.® Amongst the aspects of social life which are state regulated, the most
significant in economic terms are the implementation and enforcement of property
rights and other formal rules, including those for revenue extraction.” Additionally,
the state provides public goods, most notably protection. This has been acknowledged
by Douglass North and Robert Thomas, who see the state from an economic point of
view and primarily as ‘an institutional arrangement that sells protection and justice to
its constituents. It does so by monopolizing the definition and enforcement of
property rights over goods and resources and the granting of rights to the transfer of
these assets. In return for this service, the state receives payment in the form of
taxes.”® They see this as a mutually advantageous trade between the governed and
their government, as the provision of such public goods benefits from economies of

scale.

To Weber, the constant struggle between elite groups over the type of and
control over administration lays at the heart of state-building, even though he did not
use this term. State-building, which some authors refer to as ‘state formation®’, is far
less about how new states are established but rather how existing states managed to
survive and enhance their power. In this, states competed among each other, as well
as with competing actors from within their territory. Therefore, state-building is
mainly a process of widening and deepening of state power relative to its subjects. In

this, there are interesting parallels to the concept of ‘social disciplining’ by Gerhard

* Weber, M. (1978). A similar definition is used by Charles Tilly, for whom states as ‘the word’s
largest and most powerful organizations for more than five thousand years’ are defined as ‘coercion-
wielding organizations that are distinct from households and kinship groups and exercise clear priority
in some respects over all other organizations within substantial territories’: Tilly (1992): 1.

> See, for example: Mann (1988); Ertman (1997); Naf (1967); Epstein (2000).

6 Mann (1988).

7 Mann (1986-1993), Vol. 1: 26-27.

8 North/Thomas (1973): 97. Strictly speaking, the definition of North and Thomas is for government,
which they do not distinguish from the state. See the critique by Epstein (2000), discussed below.

? Braddick (2000) sees the difference between the two in that ‘state-building’ was purposely
undertaken, whereas ‘state formation’ was an impersonal progress. I will use the two terms
synonymously.
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Oesterreich who described how early modern governments imposed an ever-

increasing discipline on their subjects.10

These definitions are highly abstract and difficult to apply to any specific
eighteenth-century state. For my empirical analysis, the state is defined as the
government of Bern, or more specifically, everything that was recorded in the
accounts of this government. Accordingly, the terms government and state are used
synonymously unless otherwise mentioned. The sociologist Michael Mann had
justified his choice when using a similar definition for his study on English state
finance saying that ‘what this state undertook, however, is surely not without interest

I While such an institutional-cum-financial definition can be

and significance.
problematic and perhaps even tautological, it remains the best suited to an empirical

analysis as long as its limits are acknowledged.

One of the downsides of my definition is that it discounts the distinction
between various interest groups with a stake in the state. Despite being a republic
with a parliament, Bern was not a Weberian Stdndestaat with different social groups
represented.'? Neither did it have any territorial representation, as citizens from the
subject territories were excluded from political participation. Furthermore, within the
framework of my definition of the state the government is considered a unified entity
which was not the case in practice. The Bernese political system in which
government members were directly involved in state administration limited fractures
between the two. However, the incentives of government and administrators were not
always perfectly aligned and conflicts of interest prevailed. Institutional checks and
balances were combined with rivalry and mutual distrust between government

members.

Conflict between patricians was dwarfed by their common desire to secure
exclusive access to highly lucrative posts in the government and state administration
against potential new entrants. An important principle for the Bernese state was the
militia idea that working for the res publica was a civic duty and hence only

remunerated at a nominal rate. Although the principle had been largely undermined

1 Qesterreich (1968), discussed below.

"' Mann (1988): 74 (his epmphasis). He defined the state as everything that was recorded in the
accounts books of the government in Westminster.

12 The term Stéiindestaat is somewhat clumsily translated by “estates state’ by some authors. For the
Sténdestaat. Weber, M. (1978): 1085-1087; see also Poggi (1978).
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for government offices, it still applied to some of the important positions in the state.
It was also important to the canton’s military organisation, although the soldiers were
almost exclusively subjects and not citizens of the republic. The canton’s
administration was carried out by patrician government members with the support of
local staff rather than a professional bureaucracy. In principle, Bernese patricians
earned their living from private estates, a channel of income which allowed them to
engage in political activities. In effect they were, to use another Weberian term,
Honoratiores."”® This describes a group of individuals which has secured exclusive
access to government positions through their economic ability to engage in offices
that only pay nominal sums. However, this ceased to be the case by the eighteenth
century as by then Bernese government offices provided a major source of income for
ruling families, some of which had become quasi-professional administrators and

politicians.

A second constraint of this definition of the state is that the canton’s
government only represented one layer of political activity in the eighteenth century,
when state functions were fragmented between several institutions. The canton was
by far the most important nexus of political power and possessed a monopoly of
legitimate violence. Some limiting factors of sovereignty that affected other states did
not apply to Bern. First, the church was not an independent power: it was integrated
into the republic during the Reformation and evolved into a state church, run and
controlled by the government. Second, local privileges existed, but their impact was
limited. Although communal autonomy was comparatively high, it did not pose a
threat to sovereignty. Nevertheless, the government relied on collaboration and co-
operation by its communes and, ultimately, by its subjects for many decisions. The
counties into which the republic was divided for administrative purposes had lost any

political power of their own.

Bern was one of thirteen cantons that formed the Swiss Confederation, a system
of interlocking alliances between member states. The Confederation had very weak
political institutions and relied on the cantons for administrative and military support.

In short, it was little more than a channel through which the otherwise sovereign

13 The term is sometimes translated as ‘notables’. Weber uses the term in the context of formally
‘democratic’ political organisations: Weber, M. (1978): 290-292.
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cantons could co-ordinate their foreign policy.'* This was at times an onerous task
due to religious, economic and political differences. Without any military force of its
own, the Confederation was unable to enforce solutions unless the cantons co-
operated. Bern was by far the largest of the Swiss states, covering nearly a third of
Switzerland’s overall territory and population. This gave it the position of a primus
inter pares which Bern assumed more by its military and financial power than by
formal privilege. The relative effectiveness of its administration helped to make it the

pre-eminent canton.

The time period of my analysis of the political economy of state-building in
Bem is limited to the eighteenth century. This is more of an approximate framework
than an exact demarcation, as I will not start with 1 January 1700. Incidentally, this
start date would prove problematic, as under the Julian calendar that was used in the
canton until 1701, the year started on the 25 March.'"> The end of the period is clearer.
On 5 March 1798, French troops marched into Bern, divided up its territory and
incorporated all the Swiss states into the short-lived Helvetic Republic (1798-1803).
In spite of several attempts to restore the old order afterwards, Bern never returned to
its previous form. The former subject territories of Vaud and Argovia remained
independent cantons, and the newly introduced, supposedly ‘old’ institutions were

only caricatures of those that had disappeared with the French invasion.'®

-2 Early Modern State-Building as You Know It

To organise the overview of the literature on the political economy of European
state-building, I have divided all publications into three broad categories of economic
history, historical sociology and financial history. Each of these will be discussed in
turn later in this section. The distinction is not always clear-cut, and the most
interesting works are those which challenge and cross such arbitrary boundaries. The
implications of the explanations discussed in this section on my hypotheses for

eighteenth-century Bern are explained in a separate section (I-3).

1 For the concept of state sovereignty: Spruyt (1994), who casually ignores the situation in
Switzerland, even though this would be a good testing ground for his hypotheses.

'* For the calendar reform in Bern: RQBE, vol. 9.1: 207. In Britain, the Gregorian calendar (‘new
style’) was introduced as late as 1752,

16 See, for example: Bernisches Historisches Museum (1998).
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In embarking on the literature review the unit of comparison should be kept in
mind. Since most of the theoretical explanations on state-building were written with
an emphasis on the role of large monarchies, readers should note that my intention is
not to compare Bern directly with the likes of Britain or France on a parity basis.'’
This would be the proverbial comparison between apples and pears. The point is to
relate the Bernese experience with a paradigm of European state-building rather than
concrete examples. For more compatible individual comparisons, peripheral and
smaller states would be more appropriate, but have generally been less extensively

researched.

State and Economy in Economic History

Several major accounts of the historical development of economies have
neglected the role played by the state. For Marxists, the state was simply a defender
of the economic interests of ruling classes. States as actors in the economic process
were hardly mentioned and if they were, the arguments were not very persuasive.18
As an example, Perry Anderson’s model of state formation ended up with little more
than geopolitical determinism and leaves limited scope for economic explanation.'®
On the opposite end of the political spectrum, neo-classical economists are reluctant
to recognise the role of the state, except for securing property rights and providing the
arena to enable market forces to work. Thus, the disciples of Adam Smith, who at
times went beyond Smith’s original thoughts, either flatly ignored the state or saw it
as an impediment to economic growth at best.?’ Even though the importance of the
modern state in economic development had been recognised by scholars including
Alexander Gerschenkron, this was not applied to the early modern period.?! It took

the emergence of another school of thought to reintroduce the state into political

economy: New Institutional Economic History (NIE).*?

1 The situation is different for per capita comparisons, which are possible across states of a different
size, although there are other inherent problems with per capita calculations [see Gelabert (1995) and
the discussions in Section IV-5 below].

'8 See the overview by Prak (2001).

19 Anderson (1974).

2% Smith (1976); For a Neo-Classical approach; see Barzel (2002).

2! For the modern state: Gerschenkron (1962); Sylla/Tilly/Tortella (1999).

22 The term ‘bringing the state back in’ is borrowed from political science:
Evans/Rueschemeyer/Skocpol (1985).
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The basic concern of NIE is to investigate the impact that institutions have on
economic growth, defined and measured as a long-run rise in per capita income. For
Douglass North, institutions are forms of cooperation and competition between
economic actors, accompanied by a system of enforcement of these rules that
organise human interaction. More succinctly, institutions are ‘the rules of the
game.’?® North, with Robert Thomas, argued in an early influential NIE book that
efficient economic organisation was the key to economic growth. Efficient
institutions managed to engage actors in productive activity by reducing externalities
and transaction costs. Thus, they brought the private return of economic activities
close to their social return. North and Thomas used this in a rather simplistic and
teleological way to explain the ‘rise of the Western world.”®* Their reductionist
approach seemed to present a blueprint for economic growth in the form of the Whig
version of development in Britain and later developments in the United States of
America. The argument goes as follows: by securing property rights, states establish
formal markets as an institutional framework conductive to growth, as opposed to
economic organisation through traditional societies or arbitrary governments. The
existence of sub-optimal, inefficient solutions can be attributed to bad policy under
predatory rulers and their rent-seeking activities. Margaret Levi, a follower of
Douglass North, elaborated on this point and went even further. From her strict

rational-choice point of view, rulers cannot be anything else than predatory.?

Numerous critiques can be made of North and Thomas. First, it is not clear
what efficient economic institutions look like and transaction costs are by definition
very difficult to measure. A single set of efficient institutions applicable to every
situation simply does not exist. Long before NIE, Gerschenkron had shown how
substitute solutions can be suitable under conditions of economic backwardness by
analysing and comparing latecomers to the industrialisation process.”® Such a
Gerschenkronian corrective might also be applied to concepts of NIE in order to
correct for their Whig-centred view of history. Second, North and Thomas lack a
coherent explanation about institutional change and why inefficient economic

institutions persist. In his more recent work, North has addressed these questions and

2 North (1990): 3.

% North/Thomas (1973): book title. See alsoNorth/Weingast (1989), discussed later. Landes (1998)
uses similar arguments.

2 Levi (1988).

*6 Gerschenkron (1962).
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integrated concepts of path dependency to his argument.>’ Third and most relevant to
my concerns, NIE’s concept of the state is anachronistic. North and Thomas’ view is
that the early modern state was much like its modern counterpart.”® They do not
account for differing historical circumstances in early modern states, where
membership was neither absolute nor universal, and where jurisdictional, political
and economic inequalities represented serious and important impediments to secure
property rights.? Finally, if states secure property rights with the aim of extracting

revenue by taxation, this can also have adverse economic effects.>®

Nevertheless, stripped of its determinism, NIE remains the best and most
coherent explanation for early modern economic growth. Its positive features are
twofold. On one hand, NIE brings the state into consideration and makes it a central
actor rather than an exogenous variable in explaining economic growth. The concept
is open for adaptation to other kinds of societies and states. It can hence be brought
beyond the scope of what its authors had in mind. One possible way of doing so is the
‘tmproved NIE’ (my words) approach of Larry Epstein.31 He agrees with North and
Thomas about the importance of secure property rights and reduced transaction costs.
However, Epstein argues convincingly that the negative impact of the state on
economic growth was not through excessive intervention but rather the lack and
limitations of state sovereignty. The underlying assumption is that pre-modern growth
is caused by market expansion, which allowed for specialisation and division of
labour. This goes back to Adam Smith’s idea that markets emerged because of human
nature and its propensity to barter and trade.’® Such ‘Smithian’ growth is
fundamentally different from modern, technology-driven ‘Schumpeterian’ growth.>
By assuming Smithian growth for early modern economies, Epstein identifies
inadequate institutional preconditions of markets as the main impediment for such
growth. Prisoners’ dilemmas and coordination failures limited the free entry to
markets as well as their extension. For Epstein, markets were the unintended

consequence of expanding state sovereignty. Furthermore, states were supportive of

27 North (1990).

28 Levi (1988), who states her allegiance to Douglass North in her introduction.

% See especially Epstein (2000): ch. 1 for this critique.

30 Brady (1991): 142.

31 He is also known as Stephan R. Epstein: Epstein (2000); Epstein (2005).

32 Smith (1976). Weber also sees markets as the most efficient form for the allocation of economic
resources, as they are perfectly impersonal: Weber, M. (1978).

*3 The term refers to Joseph Schumpeter’s work on technology (rather than his position on state finance
discussed below); see for example: Schumpeter (1991).
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economic development because they created incentives, provided information and
stimulated organisational as well as institutional change. It thus follows that a lack of
centralised sovereign jurisdiction was at least as problematic as the persistence of
predatory rulers. The main political regime barriers in early modern Europe were
legally sanctioned monopolies that provided sources for rent-seeking, as well as
jurisdictional fragmentation. They represented the inability to establish a unified,

non-discriminatory fiscal and legal regime.**

Epstein also addressed the impact of republics on economic growth by referring
to Weber’s postulate that republics were conducive to prosperity, mainly where towns
were strong and states were weak.”> Even though this might be true for Italian city-
republics of the late medieval and Renaissance period, the causal link between
constitutional form and economic impact is unclear. From the point of view of many
subjects, living in a republic was not necessarily attractive, as the politically
empowered citizens tended to shift the burden of financing and maintaining the state
infrastructures to their hinterland.*® The main problem with ‘republicanism’ as an
explanation for successful economies is that early modern republics had little in
common, apart from their political organisation. There was a broad range of states
ranging from small urban republics in Italy or Germany to the territorial republics of
considerable size such as Venice or the United Provinces. They all had completely
different economic structures and paths of development. In the Swiss Confederation
alone the diversity of republics was extraordinary. City-republics where both the
economy and political regime depended on export industry and trade (Basel, Zurich)
are difficult to compare with the relatively democratic rural Landsgemeinde cantons.
The latter were controlled by local elites, some of whom had little interest in trade

(Uri, Schwyz) while others were heavily engaged in it (Appenzell, Glarus).

The literature on the state offering protection for (export-) markets has mainly
been discussed in the context of long distance trade and textiles.”” Ulrich Pfister has
combined the idea of states offering protection rents with the emergence of proto-
industry, defined as a ‘process of regional growth in heavily export-oriented

industrial production, in which no role is played by increases in the productivity of

34 Epstein (2000). For the jurisdictional fragmentation, also: Olson (1982).

5 Weber, M. (1978).

3 The same is true for subjects living in the city without the right of citizenship, the so called
Hintersassen. See Epstein (2000) and Gelabert (1995), discussed below.

37 See also the contributions of C.F. Lane, discussed in the subsequent heading.
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labour and capital through technological change.”®® While earlier explanations of
proto-industry understated the role of the state, Pfister includes political factors in the
form of protecting market access and a potential for monopoly rents by setting quality
standards and controlling the production process. Two main assumptions characterise
his model of a stylised dual economy with both a proto-industrial and an agricultural
sector. First, total factor productivity (TFP) growth and technological change are
impossible. Second, capital and labour inputs are not substitutes. The overall growth
rate is therefore determined by the growth rate of the labour force and of the capital
stock, as well as by changes in the terms of trade. The latter are defined as relative
prices of imported foodstuffs to exported manufactures, which can be influenced by

political action if a close relation between entrepreneurs and governments exists.

In an empirical overview of proto-industry in early modern Switzerland, Pfister
argued as follows. Since the cantons were in no position to protect their export
markets aggressively, they obtained access to overseas markets through privileges
that were granted in return for mercenary services. With their bargaining position
slipping because the terms of trade for mercenaries had been undermined by changes
in military technology, the Swiss were unable to maintain export privileges after the
mid-seventeenth century. The alternative strategy of securing monopoly rents through
setting standards and controlling production processes likewise became increasingly
unsuccessful. States were unable to control for outflows of technological know how
through the emigration of skilled workers and failed to find effective ways to monitor
embezzlement and manage increasing ‘overhead costs’. Both strategies for securing
state-supported proto-industrial growth were exhausted by the mid-eighteenth
century. This process had started at least a century before when previously centralised
and guild-controlled production was replaced by a putting-out system, in which goods
and semi-finished products were traded in the market.>® As a result, the cotton boom
of the mid-eighteenth century was based on a ‘wide-ranging and efficient transaction
system linking financial activities and well-developed postal system with industrial

involvement.’* By then, Swiss entrepreneurs were able to market large volumes of

%8 pfister, U. (1996a): 137. For a more detailed version: Pfister, U. (1992a): 21-32; Pfister, U. (1996b).
For the concept of ‘proto-industry’: Mendels (1972). From the abundant literature on the topic and
numerous critiques of Mendel’s concept, see especially the collections of Leboutte (1996) and
Ogilvie/Cerman (1996). For the following, see Pfister, U. (1996b): 150-152.

% Ogilvie translates this to ‘artisanal system’. The term Kaufsystem goes back to
Kriedte/Medick/Schlumbohm (1977).

0 pfister, U. (1996b): 152.
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products that responded to customer demand. In combination with bottle-necks in
labour supply, this relative autonomy of the industrial sector supported the transition

to modernisation.*!

Early Modern State-building (Historical Sociology)

It is a truism to argue that the state was essential to historical analyses by
sociologists and political scientists, since both disciplines originated in attempts to
explain this very phenomenon. Following the pioneering works by Max Weber and
others, state-building has become a major issue to the point that it is nearly
impossible to provide a comprehensive overview. Given the great breath and width of
work on the topic, I will limit my overview to specific theories that account for
economic aspects of state-building in early modern Europe. In this context, Michael
Mann distinguished two theoretical streams, an ‘Anglo-Saxon’ one where the role of
states is primarily economic and domestic; and a ‘Germanic’ approach, for which the
state is fundamentally military and international in character.*’ This dichotomy has
faded and most political sociologists have adopted a view of state formation that
combines the two streams. Paul Kennedy, for instance, sees geopolitical power as

merely the outcome of economic strength.*

Otto Hintze was amongst the first scholars to recognise that military conflict,
and not class struggle was an important factor in European state-building. The result
of geopolitical conflict was the establishment of either an absolutist-cum-bureaucratic
regime or representative government.44 Early neo-classical research on the economic
consequences of warfare helped to formalise these approaches. Frederic Lane
analysed the state as a protection-providing firm, distinguishing monopoly profit
(‘tribute’) from the ‘protection rent’ that benefited certain actors, especially
merchants involved in international trade.*” Lane emphasized that violence could
precipitate positive economic externalities by securing internal legal and external
military support, if wealth was redistributed towards individuals with a higher

propensity to invest than consume and shifted from less productive to more

“! Pfister, U. (1996b): 150-152; for the bottle-neck in labour supply: 145-150.
2 Mann (1988).

* Kennedy (1989).

* Hintze’s most important works were translated by Gilbert (1975).

4 Lane (1958); Lane (1979).
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productive activities.*® Richard Bean analysed the costs and consequences of different
forms of military organisation, focusing in particular on their impact on the state’s
power to tax.*” More recently, Philippe Contamine and others have written on the

military impact of state-building in a comparative perspective.*®

Charles Tilly adopted Hintze’s view that geopolitical struggle was a major
determinant of state formation, but questioned the link between military pressure and
the establishment of a bureaucracy. Drawing heavily on Gabriel Ardant, he
acknowledged that a main determinant was the state’s ability to finance its warfare
activities by collecting taxes. A high level of economic development could provide
easily taxable resources and thus substitute for bureaucratisation.* In his more recent
work, Tilly dismissed his earlier account as being too teleological. He still views state
structure chiefly as a by-product of the ruler’s effort to acquire the means for war, but
distinguishes three paths to state formation: coercion-intensive, capital-intensive, and
a middle way (‘capitalized coercion’).® Other authors have followed his earlier

1.°! With empirical material

approach and studied extraction regimes in more detai
about English state finance, Michael Mann described the arrival of the ‘permanent
war state’ in the seventeenth century, when functions of the state were largely
military.’* To ensure their survival, states had to increase their extractive capacities to
fund professional armies, navies, or both. Even though standing armies could be
deployed for domestic repression, external geopolitical pressure was much more
important in shaping early modern states. Brian Downing was mainly interested in the
origins of liberal democracy, which he found in the representative assemblies of late
medieval Europe. As questionable as this finding might be, his reflections on the
financial resources of state formation are illuminating. Military modernisation led to a
strengthening of monarchical power in countries that relied on domestic financial
resources. Furthermore, in states where the military revolution was absent or which

found other means for financing their armies, constitutional government was not

destroyed. Downing does not analyse the situation in Switzerland. Even though the

“¢ Bullard et al. (2004): 101.

" Bean (1973).

“ Contamine (2000).

* Tilly (1975), see also Tilly (1992) and Ardant (1975), discussed below.

0 Tilly (1992).

3! See also Ferguson (2001).

52 Mann uses the expression ‘permanent war state’ in inverted commas: Mann (1988): 108. He claims
that no European state was continuously at peace — which is not the case for the Swiss Confederation
(discussed above). See also: Mann (1986-1993).
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cantons would not fit properly into any of his categories, some of his ideas can be

applied and used as reference points.>

Early theories of state formation placed a strong emphasis on the parallel rise of
absolutism and bureaucracy. The British situation, presented by Henry Roseveare,
Patrick O’Brien or John Brewer shows that this combination is incomplete.>* Despite
being a ‘constitutionalist’ state, it had a highly developed tax collecting bureaucracy,
to the extent that it resembled a Weberian bureaucracy avant la lettre. Thomas
Ertman has tried to account for this fact by separating regimes (absolutism) from
infrastructures (bureaucracy). In an impressive tour de force, he tried to explain the
outcome of early modern state-building for a number of European states (see Figure

I-1).

Political Regime
Absolutist Constitutional
Patrimonial Latin Europe* Poland, Hungary

Character of
Infrastructure

. German Territorial .\ .
Bureaucratic States, (Denmark) Britain, (Sweden)

Figure I-1: Ertman’s Explanandum, or the Situation in Eighteenth-Century Europe

Source: Ertman (1997): 10, Table 1.
*) Latin Europe = France, Spain, Portugal, Tuscany, Naples, Savoy, Papal States
States in brackets are the states that his model cannot explain properly.

To explain this outcome, Ertman introduces a historical dimension to his model,
which makes relative timing a key determinant of the state-building process. He does
this with explicit reference to Alexander Gerschenkron’s studies of relative economic
backwardness, which were discussed earlier. In Ertman’s view, the causes of the
different outcomes of state-building were the organisation of local government during

in the late middle ages, the timing of the onset of sustained geopolitical competition,

33 Downing (1992); Downing (1988); see also Stasavage (2003). The term ‘military revolution” was
introduced by Michael Roberts in 1956, see: Rodgers (1995); Parker (1996).

34 Brewer (1989); O'Brien (1988); O'Brien (2001); O'Brien/Hunt (1999); Roseveare (1969); Ashworth
(2003).
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and the independent influence of strong representative assemblies, notably on
taxation. While this explanation works for most states in his sample, it fails to

account for the situation in Sweden and Denmark.

The problems with his sophisticated model are twofold. First, Ertman
concentrates heavily on large monarchies and excludes both republics and small
states from his analysis, dismissing them as ‘nonterritorial states.”> If Alberto
Alesina and Enrico Spolaore have recently introduced the size of nations as a topic of
contemporary economics, this task has not been attempted for the early modern
period.’® Secondly, there is a strong survivor bias in Ertman’s view. By limiting his
explanation to the formation of successful states, he cannot account for failures, such
as Bohemia or Burgundy. Even though Ertman introduces a historical dimension in
what could be called a ‘Gerschenkronian turn’, his model still appears teleological. It
provides small comfort to say that most broad-brushed sociological explanations

share similar faults to an even stronger degre:e.57

Wolfgang Reihnard’s history of state power has put a strong emphasis on
monarchs as key actors in modelling the European state.’® Other scholars have
challenged his top-down view of the state-building process and emphasized the strong
bargaining position of the ruled in regimes based on consent. This ‘state-building
from below’ approach was pioneered by Peter Blickle and further developed by his
students.>® Thomas Brady has also stressed non-coercive alternatives to state-building
with a strong emphasis on Swiss models.®’ In general, research on alternative forms
of state-building focused mainly on Southern German and Swiss states, relying on
Dietrich Gerhard’s concept of an ‘Old Europe’ in which corporately organised
societies continued from the high middle ages to around 1800.%" While concepts

stressing continuity have been prominent in empirical studies, they have not reached

% In a footnote, Ertman explains his case selection and casually defines his ‘nonterritorial states’:
Amongst others he excludes Venice because it was only a city republic; the Dutch republic and the
Swiss Confederation because they were federal entities, as well as the German ‘midget states” and
independent territories who were — in his view — little more than overblown private estates: Ertman
(1997): 5 (fn. 3).

%8 Alesina/Spolaore (2003).

57 Ertman (1997), with explicit reference to Gerschenkron (1962) for the historical dimension.

38 Reinhard (1999); see also Reinhard (1996a).

%9 Blickle (2000); for an English summary: Blickle (1986); Holenstein (2000). See also the debates in
Blickle (1997) and Reinhard (1996b).

% Brady (1991) and — although with an earlier timeframe — Brady (1985).

8! The term Old Europe (4lfeuropa) goes back to Gerhard (1981).
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the degree of conceptualisation of the ‘modernising’ visions of state-building

epitomised in Ertman’s model.

The economic impact of early modern states has been researched by Douglass
North and Barry Weingast, who argued in an influential paper that the Glorious
Revolution of 1688 was favourable for the British economy. The country benefited
from a new political constitution that limited the power of the crown through
constitutional commitment. In the new parliamentary system, wealth holders with
veto power checked for the crown’s ability to renege on public debt. In turn,
Parliament provided sufficient tax revenue to fund the state. North and Weingast
interpreted this as part of a broader commitment to secure property rights. As a proxy
to test their argument, they used falling interest rates on public debt.®” This thesis has
been soundly critiqued by several scholars. A comparison with data from continental
countries makes the British performance look more like a Gerschenkronian catching
up of a late developer in financial organisation than a significant advantage over her
competitors.®® Others have argued that interest rates are not a good indicator of secure
property rights, as they were fixed legally and not through the market.** Another
critique comes from Patrick O’Brien, who has shown that financial innovation
happened to a large extent during the Civil War and cannot be attributed to the

Glorious Revolution.®

The scepticism towards the Whig interpretation of North and Weingast is also
tangible in a book edited by Philip Hoffman and Kathryn Norberg. Their attempt to
link political constitutions and the ideology of state finance — what they call ‘a new
fiscal history’ — concentrates on fiscal crises in England, the Netherlands, Spain and
France. Hoffman and Norberg acknowledge the importance of fiscal policy on state-
building, pointing to the puzzling fact that the (supposedly) freest people in Europe,
the Dutch and the British, were taxed at the highest rates. As an explanation, they

attribute the willingness to pay taxes to representation.®® O’Brien argues along similar

82 North/Weingast (1989). See also North (1993) and Weingast (1993). For a critique: Clark (1996).
See also Stasavage (2003).

83 Epstein (2000): ch. 2; Sussman/Yafeh (2003).

® Temin/Voth (2005). They emphasise credit rationing instead. For the basic idea, developed for the
French credit market: Hoffman/Postel-Vinay/Rosenthal (2000).

% O'Brien (2001). See also O'Brien/Hunt (1999).

¢ Hoffman/Norberg (1994): conclusion.
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lines when describing the origins of British fiscal exceptionalism.”®’ The willingness
of taxpayers to sustain the strategic, commercial, and imperial objectives of the
government relied on a professional and relatively efficient system for the assessment
and collection of excises.®® In addition, Britain’s revenue was to a large extent based
on indirect taxes. Its fiscal constitution allowed less manipulation for redistribution
towards private gain, social groups or specific regions. Compared to other European
countries, the British fiscal system had the advantage of being efficient. It also relied
on a broadening and widening base that was universally taxed. Such ideas of a fiscal
absolutism in Britain are in conflict with traditional views of a dichotomy between

continental absolutism and British constitutionalism.

The concept of absolutism, which played such an important role in early
historical sociology, has lost most of its attraction to scholars, who have

‘deemphasized the absolute in absolutism.’®

Great discrepancies between
contemporary claims and the reality have been pointed out. Gianfranco Poggi, one of
the most fervent critics, has brought this to the point in a comment on Louis XIV’s
alleged statement L 'Etat c’est moi, arguing that the ruler ‘probably never said it; if he
did say it, he did not mean it that way; if he did mean it that way, then he did not
know what he was talking about.””® Nowhere was the difference between aspirations
of the ‘absolutist’ state and reality larger than in fiscal matters; in France, ‘taxpayers
remained chronically “undertaxed”.’”" From a ruler’s perspective (rather than the
taxpayer’s), this compares unfavourably to the situation in Britain and the Dutch
Republic, where in spite of parliamentary consent the fiscal burden was high. As a
‘socio-historical version of absolutism’, Gerhard Oesterreich’s concept of social
discipline [Sozialdisziplinierung] has been remarkably popular.”” Oesterreich relied
mainly on ideas by Weber, combining them with Norbert Elias and Michel Foucault.
In its simplest form, the concept claims that the early modern state had a fundamental
impact in disciplining individuals, thus establishing a hierarchically organised

society.

" O'Brien (2001): title. See also: O'Brien (1988); O'Brien (1994); O'Brien (2001); O'Brien/Hunt
(1999), discussed below. The English civil war offers another puzzle, namely that it was for a good
part a tax revolt, but the winners ended up paying significantly higher taxes to be ‘free’.

% O'Brien (2001): 25.

¢ Hoffman/Norberg (1994): 303. See also: Henshall (1992).

0 poggi (1978): 161.

! Bonney (1995¢): 433.

72 Schulze (1987); for the original concept: Oesterreich (1968).
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Most of the socio-political explanations presented so far do not investigate the
effects of their findings on economic development. In this, they could benefit from
the ideas of Hilton Root, who has analysed the redistributive role of governments.
Root considered the economic efficiency of the criteria used for allocating resources
within a state. When comparing the redistributive role of governments in Old-Regime
France and Britain, he distinguished between cronyism and corruption. In the British
case, the corruption of Parliament was an informal and illegal form of redistribution,
but was open to market forces in what could be called a ‘market for corruption’. In
contrast, France had a system of cronyism, where an institutionalised, legally
sanctioned form of favouritism redistributed resources within the state. Although his
dichotomy between cronyism and corruption might be overstated in Root’s empirical
references, the basic idea has a good explanatory potential when used as a pair of

Weberian ideal types.”

The Rise of the Fiscal State (Financial History)

For the most part, the field of financial history — which in this context I take to
be the history of state finance only— has been rather reluctant in adapting models from
other disciplines and has remained predominantly descriptive. A landmark research
project about the financial dimension of the rise of the modern state has produced a
wealth of data for several states across six centuries throughout Europe, which was
compiled in the European State Finance Database (ESFDB).”* However, in contrast
to the astonishing width and depth of the data, conclusive comparisons proved
difficult and conceptual explanations provided little more than a re-statement of older
models.”” Joseph Schumpeter’s early attempt to introduce a combination of history
and ‘financial sociology’ has been ignored for a long time.”® When it was re-
discovered, sociologists seemed to have found more fruitful approaches to its
extension — arguably because they found it easier to brush aside the complex issues
that arise when comparing empirical data across a variety of states. Accordingly,

some of the most compelling books about state finance have been written by scholars

7 Root (1991). For Weberian idal types: Weber, M. (1904): 64-66.

7 Bonney (1995b); Bonney (1999b).

75 Bonney (1995¢); Korner (1995a); Korer (1995b) and Gelabert (1995). See also Bonney/Ormrod
(1999), discussed below.

76 Schumpeter (1954), originally written in 1918,
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from other disciplines.”’ Financial history has to a large extent failed to recognise its
potential for broader contexts, such as state-building or constitutional developments. I
will organise the discussion of the main contributions which are relevant to my own
study by starting with evolutionary models of fiscal states, followed by issues of

revenue and taxation, and closing with the role of public credit.

For Schumpeter, fiscal history was seen as the starting point for a sociological
analysis of the state. In the account books, the reality of this institution could be
investigated, stripped from the ideological burden inherent to normative sources.
Both the causal importance of state finance and its ‘symptomatic significance’ — the
fact that almost every human action has its fiscal reflection — are interesting starting
points for both historical and sociological examinations.”® This can be applied even
further than Schumpeter’s own analysis, which remained rather teleological and
unilinear. The starting point of his developmental model are the medieval rulers who
had to live off their own domains.” In addition to the direct income from crown
lands, their income consisted of feudal rights (regalia) and revenue from judicial
powers. Sporadic contributions from vassals and the church provided further revenue,
but rulers had no general right to levy taxes. The fiscal economy of this domain state
moved into crisis because of the growing expenses for warfare. Princes first incurred
large debts, and when they could borrow no more, they turned to the estates [Stdnde]
to provide taxes for common exigencies: ‘Out of the “common exigency” the state
was born.”®® What followed was the growth of a fiscal system based on the taxation
of estates and the Church, which reached its peak in the late sixteenth century. As the
state created its own institutions and became a separate power, taxes were no longer
raised merely for extraordinary, pre-specified purposes. The concept and the
machinery of the tax state had arrived. The political conflict then changed into one
about control of this type of state. For Schumpeter, taxes not only helped to create the

state, but also brought a ‘calculating spirit’ to society.®'

"7 In particular Mann (1988). Exceptions are O'Brien (2001); Kérner (1980); Komer (1981).

8 Schumpeter (1954): 7.

™ The German term Domdne can be translated as ‘demesne’ [e.g. by Schumpeter (1954)] or ‘domain’
[e.g. by Bonney (1995b)]. For the sake of coherence, I will adopt the latter spelling consequently.

% Schumpeter (1954): 15.

8 Schumpeter (1954): 16. In this, he is close to the Weberian account of ‘rationalisation’, which,
however, is mainly driven by religious beliefs and cultural customs, or the famous ‘protestant work
ethic’: Weber, M. (1978).
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The empirical content of Schumpeter’s theory about the transition from domain
to tax state has been criticised. Even though taxes were extraordinary revenue granted
for the common good in theory, in practice rulers had stopped living off their domain
from the late middle ages.*> The critique of the Schumpeterian view by Bonney
contains two main points.®® First, that the income from domains did not decline
uniformly throughout Europe. The most striking example is Prussia, where even in
the eighteenth century the composition of revenue did not look like that of a tax
state.*® Second, that the administrative problems of the domain state were for the
most part not inherent to this form of fiscal system and could be observed in other
types of states as well. Bonney therefore opened up the definition of the domain state
and introduced four different types thereof: (1) primitive, where rulers were obliged
to consume in situ; (2) less primitive, where a central and local administration
ensured collection, storage, and consumption of the rulers’ goods in kind; (3)
entrepreneurial, where payments in kind were a safeguard against price fluctuations
and shortages; and (4) colonial, where new territories were acquired to be integrated
into the rulers’ domains. Another solution was adopted by Kersten Kriiger, who has
modified the Schumpeterian account by introducing an intermediate phase of
development, in which some combination of domain revenue and taxation prevailed.
By describing this mixed solution as a ‘finance state’ [Finanzstaat], he referred to
Gerhard Oesterreich, who used the same term to describe a period in constitutional
history.®® In formal terms, Kriiger adds little to the Schumpeterian concept, whereas
Bonney’s suggestions have the advantage of being suitable for typologies of fiscal
constitutions.®® A more recent study of Richard Bonney and Mark Ormrod refined
Kriiger’s view and conceptualised his approach by presenting a developmental model
of fiscal change in which states went through four broad stages: tribute, domain, tax,

and fiscal state.®’

Sociologists following the classic texts by Gabriel Ardant stressed the

importance of finance for the building of states. Ardant’s voluminous studies are

8 Gelabert (1995); see also Bonney (1995a); Isenmann (1995); Kémer (1994) for the ideological
foundation of taxation.

% Bonney (1995b). This differs from his view in Bonney/Ormrod (1999), discussed below.

8 For Prussian state finance: Blastenbrei (1996), Braun, R. (1975).

8 Kriiger (1980), Kriiger (1983) and Kriiger (1987); see also Buchholz (1996).

% The same critique applies to Buchholz (1996) and Buchholz (1992). The main advantage of his
study is the integration of the Scandinavian literature.

87 Bonney/Ormrod (1999).
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mostly based on French material and sometimes lack thorough conceptualisation.®®
Charles Tilly formalised Ardant’s thoughts and made them more accessible, as
discussed earlier in this section. Ardant examined the impacts and limits of revenue
collecting, listing the problems involved in early modern taxation. These include an
insufficient production by largely agricultural economies with relatively low returns,
the small size of the market sector, difficulties in tax collection, unequal distribution
of the burdens and difficulties in tax assessment. Subsistence economies are difficult
to tax, as revenue extraction is much simpler when goods circulate. Cities that
depended on markets even for basic foodstuffs became easy targets for tax collectors.
In the countryside, salt was heavily taxed, because it was a good that farmers could
not produce themselves and therefore had to buy on markets. Other solutions to tax in
the absence of markets were tithes, levies on stocks of wealth, approximate estimates
(i.e. taxing whole communities instead of individuals), or flat-rate universal taxes per
capita, such as poll taxes. Non-fiscal methods of financing included such ‘archaic
solutions’ as confiscation and secularisation of church property, the venality of
offices, as well as currency debasements. Maximising taxation could be made either
with an emphasis on coercion (‘constraint’) or by obtaining compliance from
taxpayers. Ardant’s most important point was his emphasis that economic
development could substitute for coercive ways of extraction. According to him,
Phyisiocrats of the eighteenth century who analysed the economic impact of tithes
recognised that any tax on the gross product and not net revenue perpetuated

inefficient incentive structures, discouraging investments.*’

The impact of taxation on the economy is difficult to establish. Peter Mathias
and Patrick O’Brien have tried to analyse this empirically for Britain and France.”’
They were criticised by Donald McCloskey, who argued that the incidence of
taxation cannot be determined from a theoretical point of view.”' Nevertheless,
empirical studies should be carried out with the necessary precaution in
interpretation. For example, John Beckett and Michael Turner suggested that
financing Britain’s aggressive foreign policy through heavy taxes produced short-
term adverse effects, while leading to longer-term economic prosperity. The burden

of excise tended to dampen internal demand and might even have slowed the process

88 Ardant (1975); see also Ardant (1965); Ardant (1972).

8 Ardant (1975).

* Mathias/O'Brien (1976).

' McCloskey (1978), see the reply from Mathias/O'Brien (1978).
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of industrialisation.”” O’Brien argued that this was one of the factors that pushed
business towards external and imperial markets. Despite the negative effect on
internal demand, the most innovative sectors of industry, particularly textiles,

remained lightly taxed.”

The importance of non-fiscal impacts on tax revenue has also been considered
by other scholars. Juan Gelabert, in his comparison of early modern tax burdens,
stated that given the relatively low level of taxation in early modern economies and
the big proportion of revenue in kind, harvest fluctuations were probably more
important and certainly less predictable than taxes. The nature of taxation was also
crucial: indirect taxes were relatively efficient in times of economic and population
growth, such as in eighteenth-century Britain. In a situation of decline on the other
hand, the reliance on pro-cyclical indirect forms of taxation could have negative
effects, as Gelabert illustrated with reference to seventeenth-century Spain.
Contemporary taxpayers were well aware of the regressive nature of indirect taxes,
but in societies based on privilege this must have seemed a relatively effective
solution. Early modern states could usually increase taxation on segments of the
population that were already taxed. In urban republics, this was often the surrounding
and not politically represented countryside. Only in times of acute fiscal pressure
were there attempts to break out of fiscal constraints and to tax new resources.
Gelabert stressed that the amount of money paid by taxpayers could be significantly
lower than the sum obtained by the treasury because of the redistributive nature of the
fiscal regime. France is the example of how an inefficient tax collecting system could
distort the economic impact of taxation on an economy. Gelabert also analysed the
impact of religion, or rather: the organisation of the church, on state finance.
Exemption of the clergy from paying taxes and the secularisation of church property

could have considerable fiscal effects.’*

In line with the increase in taxation throughout the early modern period was the
search for ways of funding states through borrowing, which led to innovations in

public credit.’® In spite of its Italian antecedents, these developments were most

%2 Beckett/Turner (1990).

% O'Brien (1988); O'Brien (1994).
% Gelabert (1995).

%5 Komer (1995b).
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visible during the Dutch golden age and post-civil war Britain.”® According to James
Tracy, financial innovations which had enabled the Dutch to finance their war of
independence were later copied by the English.”” Peter Dickson coined the term
‘Financial Revolution’ to describe the changes that took place in Britain’s
government finance after the Glorious Revolution.”® The basic idea behind the
Financial Revolution was that Parliament allowed the state to borrow on an
unprecedented scale through securing tax revenue that was earmarked for servicing
newly established ‘funded’ debts. This debt was issued in relatively small sums to
private investors, either as annuities or through joint-stock companies. Since
individual lenders could sell their financial claims on the government, this allowed
for the establishment of a secondary market for government securities. Combined
with innovations in the financing of long-distance trade, the national debt was thus at

the origin of what Larry Neal calls ‘financial capitalism.’®

Douglass North specified the innovations that lowered transaction costs in early
modern long distance trade, which corresponded to developments in government
finance: they reduced transactions costs by increasing the mobility of capital, lowered
information costs and transformed uncertainty into risk.'” An involvement of
wealthy individuals or groups in financing the state, or what Weber called “politically
oriented capitalism’ was not unusual in the early modern period.101 What was new in
the Financial Revolution was that the state was now financed through the capital
market, where its creditors were anonymous and widely dispersed. For governments,
this financial strategy lowered the cost of servicing debts via a reduction of interest
rates. To obtain such a discount, they had to mortgage future tax revenue for interest
payments and abstain from a reneging on public debt. In short, both parliament and
crown (or: government) had to commit to “play by the rules of the capital market.”'*

From an investor’s perspective, government bonds had the advantage of being

relatively secure and liquid assets.

% For the Italian antecedents: Pezzolo (2003a); Pezzolo (2003b); Molho (1995). O’Brien argues that in
Britain, many of the important developments had in fact happened during the civil war: O'Brien
(2001).

°7 Tracy (1985). For a critical view: Fritschy (2003).

% Dickson (1993); See also Tracy (1985); Roseveare (1991).

% Neal (1990); Neal (2000).

19 North (1991).

197 Weber, M. (1978).

192 Neal (2000): 124, see also North/Weingast (1989), discussed above.



Chapter I: Introduction 33

Several authors have stressed the importance of financial markets for economic
development.'® The major problem with government borrowing is that it can divert
financial resources away from a productive use (‘crowding out’)."®* For early modemn
Britain, Peter Temin and Hans-Joachim Voth recently investigated this problem with
data from the private capital market, arguing that crowding out effects were limited in
scale.'® The problem that remains unresolved is to determine whether public debt
was a direct substitute for other forms of saving and investment, especially in

activities that were more productive for the economy.

If most of the research on public finance has dealt with revenue extraction by
the state, this neglects the impact of expenditure. For an overall consideration of the
political economy of state-building, fiscal redistribution is crucial. In an empirical
study of early modern Lucerne, Martin Kémer provided a detailed framework for
analysing redistribution through state finances, in which he distinguished between
functions of the state, sectors of economic activity and natures of transaction.'® This
approach will be described in detail in the methodology section (I-4) below, as my

investigation of Bernese public finances is largely based on Korner’s framework.

-3 Analysing the Mismatch: My Hypotheses

Most of the established historiographic and theoretical approaches have major
disadvantages. They are by definition simplifying and in focusing on a core of
Western European monarchies, most fail to account for the considerable amount of
variation between early modern states. If the losers in the state-building process were
included, this would improve the quality of models considerably. Full explanatory
power can only be claimed if an empirical test proves that these states failed because
they did not adapt to features of the survivors. Such a test, however, is limited by the
lack of data. States that disappeared have left fewer records, or rather the likelihood
of their destruction is higher. Additionally, failed states have been neglected by
historiography in general, which dwell on the old lament of history being written by

the winners. Fortunately, some smaller states have survived. Studying these can

1% For instance: Sylla/Tilly/Tortella (1999); Levine (1998).

1% See a discussion for Britain [O'Brien (1994)] and France [Hoffman/Postel-Vinay/Rosenthal (2000)].
19 Temin/Voth (2005).

196 K 5rmer (1981). He used a simplified version of this approach in comparative study of expenditure in
European state finance: Kérner (1995a).
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increase the number of cases with which to test hypotheses, though it would also
increase complexity as the emerging picture is likely to demand more specification.
The reluctance to integrate republics in comparative historical analyses has been
blamed by Korner amongst others, who termed them a valuable alternative to
monarchic states and as polities that ‘possessed a real dynamism and a capacity to
modernize.’'"” Considering alternatives to the major avenues of state formation could
help to distinguish explanatory factors from sheer accidents. To cite an example: did
the power to tax an ever-increasing amount of resources really benefit the economy?
Or rather: what were the necessary preconditions under which the power to tax had a

positive impact?

What I propose for this study is an analysis of Bern’s alternative path to state
formation. It was not a highly successful state, and it clearly does not fit most
theoretical frameworks. I will use the explanatory models in a heuristic way: if taken
as typologies rather than developmental models, concepts like the Schumpeterian
domain state can be useful in describing the key features of a particular situation.'%
By analysing the points where Bern runs counter to the theoretical explanations,
knowledge about the situation of the political economy in this specific state can be

derived.

Overall, the canton followed a niche strategy to state-building, which some
might argue was conservative and backward. In many respects, eighteenth-century
Bern was more akin to a medieval than to a modem state. It did not rely on a
powerful extraction machine, which meant that the tax burden borne by its subjects
was very moderate. Instead, it used alternative ways of extracting resources, such as
through tithes and corvée labour for serving in the militia army. From their
paternalistic standpoint, the patrician government were proud to offer their
(supposedly) free subjects a state without taxation, run by prudent and frugal
magistrates. For the most part, as illustrated by the Albrecht von Haller quote at the
beginning of this chapter, they lauded the absence of a standing army and
bureaucracy.'”® The Bemese legitimacy approach to the fiscal constitution can be
regarded as a cost-efficient alternative to more coercive ways of state funding. In this

context, the term ‘legitimacy’ is used relative to other early modern states; compared

197 K 6rner (1995a): 394; see also Brady (1991).
108 Schumpeter (1954) or Bonney/Ormrod (1999).
19 See the quote above (p. 10).
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to modern nation states, the canton’s discriminatory ways of revenue extraction
would not qualify as legitimate. Nevertheless, Bern certainly was not a predatory

state, and revenue maximising was not its prime concern.

The reasons why the Swiss Confederation was not invaded or subjected to
tribute payments by its larger neighbours were a combination of deterrence,
Realpolitik and luck. Deterrence was maintained through its sizeable militia armies
and mercenary troops, though their actual strength was possibly overrated by
contemporary observers. Realpolitik kept the main powers with an interest and
proximity to Switzerland at bay. The French crown and the Habsburg Empire
checked each other’s influence at most times and ensured that the cost of invading
outweighed the benefits of ruling the relatively poor Swiss Confederation. Both
powers were happy to have a neutral, or at least relatively neutral, buffer between
their territories.'® In this situation, both powers secured what they were most
interested in at a relatively low cost: safe passage through the Alps, market access and
mercenaries. Finally, luck was almost certainly the main ingredient of Swiss
independence. The fate of the Pax Helvetica at times hung on a thin thread,
particularly when confessional conflicts ran wild. In the end, disagreements were
solved peacefully. The Swiss had leamnt their lesson in what Martin Koémer called
‘financial solidarity’ in the sixteenth century, namely that the common interest in
peaceful coexistence as a bi-confessional and occasionally dis-united Confederation

offset the cost of secession.!!!

Thus, in geopolitical terms, Bern virtually abstained from the European power
play in the eighteenth century. The sheer existence of such peaceful states is puzzling,
as the omnipresence of warfare is one of the very few explanatory variables that most
theories of early modern state-building agree upon. Some of the unintended
consequences of warfare on the economy — standing armies, capital markets or
growth of the state itself — were not entirely absent. Bern developed along the lines of
a free rider state, profiting from public goods provided by the belligerent European
powers. Even though Mancur Olson has specified the free rider problem with view to
the domestic situation, it can be applied to this situation as well.'"?> The externalities

that Bern profited from were technological, military and financial developments in

1% For Swiss neutrality: Suter (1998).
"1 K 6mer (1980).
"2 Olson (1965).
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other states. Mercenaries who fought on Europe’s battlefields were one of the most
important export goods. They were also the price to pay for military independence
and ‘neutrality.” Furthermore, by investing part of its surplus abroad, Bern profited
from the indebtedness of Britain and other powers that financed their ever-increasing

national debt on the capital market.

The Model of Bern as a Surplus State

To describe the political economy of eighteenth-century Bern, I have used the
concept of a surplus state. This term is slightly different from Komer’s
entrepreneurial state and Bonney’s entrepreneurial domain state.'”® The canton relied
to a considerable part on revenue collected in kind, which could be consumed, stored
and sold on the market. It combined this traditional domain income with engagement
in economic activities, such as the monopoly of salt trade, grain storage, but also
financial investments. This might initially be interpreted as a failure by the
government to coerce its subject into contributing towards its revenue as the state was
not funded through taxation. However, as I will proceed to argue the government did
not need to tax its population. Instead, it was content with its traditional sources of
revenue. This put a severe financial cap on state-building, at least as far as the

shortfall of incomes from taxation could not be compensated.

The Bernese surplus state was in a positive equilibrium (a ‘virtuous circle’) that
combined five interdependent and mutually reinforcing elements: low defence
expenditure, budget surpluses, investments that generated returns, low levels of
taxation and the absence of a national debt (see Figure I-2). The most important

condition for this equilibrium to work was the absence of warfare.

113 K 6rner (1981); Bonney (1995c): 447-463. I use the term surplus state because Bern had other
options than to engage in entrepreneurial activity (discussed below).
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Low Level of
Defence Expenditure

Low Level %\ Budget

of Taxation Surpluses

Investments Absence of
and Returns National Debt

Figure I-2: Positive Equilibrium in Bernese State Finance (Surplus State Model)

I will briefly introduce all five elements of the surplus state model and discuss
possible connections between them below. At this point, they should all be
understood as hypotheses which have to be falsified by the empirical analysis
throughout my thesis. I have limited this section to the crucial points, leaving detailed

references to the discussion in the empirical chapters.

Low Level of Defence Expenditure: As a member of the Swiss Confederation,
Bern abstained from expansion — and thus from warfare — from the late sixteenth
century. In spite of short civil wars, the Pax Helvetica prevailed until 1798, sparing
the cantons from the soaring bill of defending their territory in a Europe where
warfare had become highly capital intensive. The defence of the Bernese republic
rested on a two-tier system combining a domestic militia with mercenary troops
positioned abroad that worked as a virtual standing army. This was a very cost-
effective solution to national defence, since the militia was mainly paid for in kind by

extracting forced labour and the mercenaries were funded by foreign states.

Budget Surpluses: With its frugal approach to state finance, the canton regularly
spent less than its revenue. Only towards the end of the century did expenditure
exceed revenue for several consecutive years, mainly because of the military threat
from France. These budget surpluses accumulated in the form of ‘retained earnings’,

cash or funds for investment.

Absence of a National Debt: Loans played an important part in financing
territorial expansion in the fifteenth and sixteenth centuries. The resulting public debt
was repaid through budget surpluses, tax revenue and pension payments by foreign
powers for the use of mercenary troops. By the turn of the eighteenth century, Bern
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had been without net public debts for over a hundred years; the government had even
started with amassing considerable funds. At first, these took the form of a cash
reserve that served as a war chest. Its exact amount is difficult to quantify because the
government deliberately kept no accounts or inventories about the content of its

vaults.

Investments and Returns: As mentioned above, budget surpluses could be
invested to generate future returns. The opportunities for this were numerous. Bern
had rounded its territorial possessions by purchasing lands and titles, improved
infrastructure throughout the country, engaged in economic activities and invested in
financial claims. The latter had started with loans on the domestic market or
neighbouring territories, which could foster dependencies and political clientelism.
From 1710 the canton had added foreign borrowers to its loan portfolio by granting
credit to Britain and the United Provinces. These funds were later converted to purely

financial investments on the London capital market.

Low Level of Taxation: Along with other Swiss republics, Bern had one of the
lowest levels of taxation of any European state of its time. Direct taxation on property
had been abolished in the seventeenth century and indirect taxes were moderate. Most
of the tax revenue came from tithes on grain and wine, which were long-standing and

legitimate sources of revenue extraction.

Although all elements of the surplus state model were ultimately interrelated,
some of the connections can be specified more clearly. In particular, I distinguish
between three sub-cycles of the overall virtuous cycle, namely a militia-, investor-

and represenation cycle (see Figure 1-3).
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was part of an embryonic welfare state that included orphanages, hospitals and
schools, although it remained at a very limited scale. From the late seventeenth
century onwards, the state had also started to act like a bank, granting loans to private
borrowers and entrepreneurs in order to encourage domestic economic development.
This practice proved rather unsuccessful in the long run because there were few
investment opportunities within the territory. The sole possibility of lending
domestically was by mortgage credit, most of which was agricultural. The
government had been involved in this market for a long time. When it effectively
banned foreigners from the market, their financial claims were taken over by the
state. As in the rest of the Swiss Confederation however, a lack of investment
opportunities and low interest rates resulted in an oversupply of capital. This led to

capital exports by private investors and ultimately by the state as well.

The representation cycle also relied on the returns of previous investments. It
followed from the principle that these returns assured the government’s independence
in two ways. First, investments which could be liquidated served as a war chest in
combination with the cash reserve which had fulfilled this function before. The
objective was to mobilise bullion reserves for military emergencies in the first
instance and then sell financial assets in the medium run if necessary. In other words,
the funds fortified the geopolitical independence of the Bernese state. Second,
revenue that derived from investments also secured the independence of the
government (and here, the words state and government are not used synonymously).
Since taxing property needed the consent of taxpayers, which was usually only
granted against political participation, the absence of direct taxes helped to make the
government immune to any such claims. Thus, turning the slogan of the American
Revolution on its head, the Bernese government could be said to aim for a situation of
‘no representation without taxation.”'** As this situation would potentially run against
the idea of the militia cycle, the government had to walk a tight rope. A negative
aspect was that overseas investments created new dependencies, because Bern was
subjected to the goodwill of the states in whose national debt it had invested, Britain

in particular.

In principle, Bern as a surplus state had other options apart from the investment

of state funds: it could increase public consumption or lower taxation. While the

14 Of course, issues of taxation were only the tip of the iceberg of the American Revolution.
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former was not opportune, the latter was nearly impossible. Public consumption was
strongly disliked by the frugal Bernese patricians. Their republican-cum-protestant
ethos limited expenses for lavishing representation. Strict sumptuary laws — which
were not always strictly followed in practice — were intended to maintain a social
order in which the equality between citizens was paramount. It was combined with a
differentiation from non-citizens, which were the majority of the canton’s population
that were not represented in the government. Although the ruling elite adapted new
fashions throughout the eighteenth century, this was capped by internal checks. The
limits on personal expenses also applied to public finance, in which representation
was limited just enough to still ensure that political power remained visible and
unquestioned. The patricians considered the state their ‘family affair’ and took a long-
term view to the sustainability of its budget accordingly. Savings and investments
translated into a provision for future generations; to overspend would be viewed

disapprovingly as living off them.

To lower taxation was also difficult, as paradoxical as it might sound. Limiting
tithe collection was practically impossible without forfeiting this right completely
because its rate was fixed historically. Tithes were highly legitimate, and the fact that
they were levied as a proportion of revenue made them relatively easy to bear. When
harvests were abundant, farmers could more easily spare part of their returns. In times
of bad harvest, the government was probably more lenient in collecting tithe revenue,
although empirical evidence on this is understandably hard to come by. All other
taxes were comparatively low by European standards. Although the government
could have reduced tariffs or its monopoly profit on salt sales, the scope for doing so
was relatively small. After all, the state needed to maintain a minimal infrastructure
of tax collection in place as a last resort for times of hardship. Since introducing new
taxes was difficult and costly, it is most likely that the government would have had to
rely on an increase of current forms of taxation to boost its revenue in an emergency.
Finally, there was also an element of ‘keeping up with the Joneses’ in taxation. With
potential competitors relying on increasing funds provided by taxation, Bern was in

danger of falling behind its competitors in geopolitical terms.

Bern’s reliance on tithes as a source of revenue induced a dependency on
agricultural returns, which was only a partial blessing. On one hand, it made planning

difficult, since harvests could fluctuate severely across time. On the other hand, the
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state could profit from improvements in agricultural productivity and price increases
for agricultural products. Arguably, it could also have profited from these by taxing
agricultural income through an income tax; its collection would almost certainly have
been more expensive than the ‘tax at source’ solution of tithes. The reliance on the
primary sector seems backwards and un-dynamic from a teleological perspective.
From an eighteenth-century standpoint however, agriculture was a leading dynamic
sector. It was natural for the government to rely on lands and their produce as the
main source of resource extraction: they were immobile, hard to hide and easy to tax.
The government’s stake in high agricultural returns also partly aligned the interests of
ruling patricians and agriculturalists. Both groups aimed to generate higher
agricultural returns. It is not surprising, therefore, that physiocratic ideas and a desire
to improve agriculture featured prominently among government members.
Innovations that would undermine the existing order, such as the introduction of (tax

free) potatoes on a large scale, were deliberated reluctantly.

-4 Methodology and Sources for Empirical Evidence

This section will outline the main methodological premises of my study, which
will be discussed in more detail in the empirical chapters. In particular, I will address
the problem of how values can be determined in non-market societies like the
Bernese, which was only partly monetised. Finally, I will present the main types of

empirical evidence that I have used for my thesis.

Methodology

There are two underlying premises for my research. First, it is important to
consider both revenue and expenditure of the government and second, using
analytical criteria is preferable to relying on categories used in the eighteenth century.
Both approaches have been pioneered by Martin Komer and refined by his

students.'!>

With respect to the first premise, by comparing the structure of revenue
with that of expenditure, it is possible to determine how the state redistributed

resources within an economy. This is crucial in determining the economic effects of

113 Ksrner (1981); Hagnauer (1995); Hagnauer/Bartlome (1998).
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state-building. As a result of the second premise, I classify information from
historical accounts within a framework that is based on accounting standards used in
present-day Swiss cantons. In particular, I follow their distinction between current
transactions and investments (to which I refer as inventory transactions).''® The
former describe all financial activities that did not have an impact beyond the current
budget, the latter are revenue and expenditure that affect assets of the state. They
therefore have the character of investments or capital formation. In the context of a
surplus state, the importance of the distinction becomes obvious. Inventory
transactions describe all relevant revenue and expenditure connected with investing
surpluses and provide information of how well the surplus state’s investor cycle was

funded.

One could argue that the application of accounting categories for modern states
cannot accommodate for the complexities of early modern states. This should not be
used as an argument for neglecting analytical distinctions, but rather as an
encouragement to extant present-day accounting categories in a way that is useful for
historical research. Where necessary, [ have therefore made adaptations to ensure that
eighteenth-century circumstances are appropriately reflected. Other complexities are
explicitly mentioned, such as the attempts to unify values, discussed under the next
heading. Another possible objection is that using an analytical framework cannot do
contemporary actors justice. Government members, so the argument goes, did not
distinguish between rigid analytical catégories and had often only fragmented
information at their disposal. Whatever the case, it does not invalidate attempts to go
beyond what contemiaoraries thought they were doing. It is the very essence of social
science to explore structures that contemporaries fail to recognise. The alternative
would be to limit research to the knowledge of contemporaries, in which case it could
provide little more than a re-edition of primary documents. After all, the same would
apply to all concepts of historical research, ranging from social discipline to

absolutism — and, of course, state-building.

Finally, some would argue that limiting the state to its financial records is an
accountant’s view of history. There is certainly some truth in such a statement if
government ledgers are considered the only source of information. On the other hand,

it can be argued that finance was the vital lifeline to any form of government activity.

116 Gee Section I11-1 and Section IV-1 below.
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Budgets often reveal more about the true nature of a government than lofty policy
statements about its intentions. An analysis of state-building should also
accommodate for non-financial effects, however. I will discuss this briefly for the
Bernese case in a designated section (II-6), using normative sources as

complementary evidence.

Determining Values in Non-Market Societies

Early modern economies were to a large extent dependent on non-market
exchange. The degree of commercialisation or ‘marketisation’ depended on several
variables, including urbanisation, division of labour and taxation. In this situation, the
state could not rely entirely on a monetised financial system as this would expose it to
inflation. In years of bad harvest, when grain prices were high, the state and its
money-earning employees would find it difficult to find grain on the market at an
accessible price.!!” As a preventive measure, the budget of early modern states often
included a significant component of transactions that were collected in kind."'® Salary
payments were also partly paid in grain to secure their purchasing power. The
interplay between cash transactions and transactions in kind was therefore an
important aspect of Bernese state finance in the eighteenth century. For a coherent
analysis however, all transactions must be converted into a single measure —
preferably in a stable currency — using information on relative prices. This is the only
way to compare figures in a meaningful way. When doing so, it is important to bear
in mind that any measure based on standardised prices is simplifying and

anachronistic.

Collecting revenue in kind represented more than just a failure to standardise
accounting practices. By converting minor land rents into monetary units,
governments demonstrated that they were perfectly capable of executing such
reforms. In addition to acting as inflation buffers, grain and wine revenue could be
stored as contingencies in the event of a military attack. Public inventories were also
used to limit price fluctuations; selling their contents in times of critically high prices
during a harvest crisis should reduce prices and cover shortages. In combination with

import and export regulations, public inventories were therefore used as a tool for

7 persson (2002): ch. 1-3.
'8 See also Bonney (1995¢): 463-472.
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While the Batzen was stable in its bullion content, its purchasing power varied
across time. Even when inflation rates were under 1% per annum, this could make a
considerable difference in the long run. The Batzen mainly lost value compared to
foodstuffs (grain and dairy products); real wage inflation was lower, as were price
increases for manufactured goods.'?® The best way to face the challenge that these
inflation rate differences pose is to calculate key figures in a variety of equivalents
and compare them. I will do this in particular in the structural analysis (Chapter IV),
for which good empirical price evidence is available. The downside of using the
Batzen as a main unit for my analysis is that, again, it is an abstraction from reality.
By neglecting complexities of the interplay between monetary and non-monetary
transactions, it is also anachronistic. To compare values across time and space, it

remains the best option, however.

Empirical Data and Material for Comparison

In this heading, I will briefly outline the main types of resources that I have
used for my analysis. The documents and series will be presented in more details in
the relevant parts of the empirical chapters. In general, I rely on a combination of

edited information and primary research carried out in Swiss archives.

Edited empirical material about the early modern Bernese economy is scarce.
Even the most elementary measures, such as population and GDP estimates are
sporadic and unreliable. The figures which are available have largely been provided
by Christian Pfister, who has written the most comprehensive study of the Bemese
economy and complied the Bernhist database.'” I have also used Pfister’s earlier
work on tithe revenue and grain prices.'?* Further information on grain prices comes
from studies by Ernst Bucher, Georges André Chevallaz, Erika Fliickiger Strebel and
Patrick R. Monbaron.!? Other financial data of the canton has not been edited so far,

except for Julius Landmann’s study on foreign capital investments.'?*

120 For a detailed discussion on inflation rates, see Section VII-14 in the appendix.

12! Bernhist database: http://www.bernhist.ch; see also Pfister, C. (1995) and other publications by the
same author.

122 pfister, C. (1975) and Pfister, C. (1984); for an English version: Pfister, C. (1978).

123 Bucher, E. (1944); Chevallaz (1949); Fliickiger Strebel (2002); I thank Dr. Monbaron for letting me
use his data on Lausanne market prices.

124 1 andmann (1903) and Landmann (1904). His text relies on the Historie der Auslindischen Stands
Capitalien of 1776 (StABE B VII 2389).
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The most important part of my research is based on primary sources. In
particular I have analysed accounting records of the canton in the public record
offices of Bern, Argovia and Vaud.'?® This data has been transcribed in the context of
a research project carried out at the University of Bern between 2000 and 2002."%® For
overseas investments by the canton, I have used archives in London, as well as

127 Qualitative

transcripts of relevant documents or time series from other scholars.
material from my study is mainly from government reports and legal documents,
some of which has been edited in the series Sammlung Bernischer Rechtsquellen

(ROBE).'*®

Research about the impact of the state on the economy should ideally be carried
out with a comparative approach. Differences in currency and accounting practice
make standardisation necessary for inter-state comparison. Accounting standards,
categories, or time periods were not universal, and the contemporary practices often
confuse rather than clarify the situation. However, these factors should not discourage
comparative research. While extrapolating data can surmount a number of them, the
remaining differences have to be acknowledged to avoid painting with too broad a
brushstroke. The Furopean State Finance Database (ESFDB) and the two
accompanying volumes edited by Richard Bonney provide ample empirical material

for comparing patterns of revenue and expenditure across different states.'?

Comparative cases to Bern can be found in the first instance in the other states
of the Swiss Confederation. The aforementioned work by Koémer about Lucerne
remains the benchmark in extent and depth of analysis.">® Other Swiss cantons have
been studied by H. Biichli (Solothurn), Hans Conrad Peyer (Zurich), or Artur Vettori

(Basel).”®! Outside Switzerland, it is difficult to find comparative examples for early

125 Staatsarchiv Bern (StABE); Staatsarchiv Aargau (StAAG) and Archives Cantonales Vaudois
(ACV); Burgerbibliothek Bern (BBB).

126 Borschungsprojekt BeFin: http://www.befin.hist.unibe.ch; see also Komer (1997). I was working as
a research assistant and coordinator for the project.

12 public Record Office, Kew (PRO); Bank of England Record Office (BERO); British Library (BL). I
thank Nick Linder, Béla Kapossy, Larry Neal and Gary Shea for sharing their data with me. The use of
their transcripts will be credited throughout the text.

128 Rechtsquellen des Kantons Bern [abbreviated as ROBE], several volumes and years. It is part of the
series Sammlung Schweizerischer Rechtsquellen. Government reports are mainly from the Staatsarchiv
Bem (StABE).

12 European State Finance Database (ESFDB): http://www.le.ac.uk/hi/bon/ESFDB/; Bonney (1995b);
Bonney (1999b). In particular, I relied on the comparative articles by Bonney (1995c¢); Kérner (1995a)
and Gelabert (1995).

130 ¥ 5rner (1980); KSmmer (1981); Korner (1999).

1 Biichli (1916); Peyer (1968); Vettori (1984).
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modern states in such a fortunate financial situation. Of the major powers, only
Prussia managed to avoid a net national debt, at least until the end of the reign of
Frederick II (1786)."*? There might be similar comparative cases in small German

states.133

Venice was debt-free from the seventeenth century as well."** In addition,
studies about surplus states of the early twenty-first century like Singapore or
Norway, Kuwait and other oil states might share some of the conceptual problems.
Another example for an early modern free rider strategy was the Landgrave of Hesse-
Cassel, who sold mercenary services to Britain and invested the return on the London
capital market in the late eighteenth century.'>> The major monarchic states, Britain
and France, for which there is ample research, can only serve as counter-examples to

the situation in Bern."*® The same is true for the Dutch republic."?’

-5 The Organisation of my Thesis

In Chapter II, I will introduce the political organisation of the eighteenth-
century Bernese republic. This will provide the necessary background for the
empirical analysis that ensues in the subsequent three chapters. Chapter III presents a
long-term overview of the government’s most important accounts. It concentrates on
the state’s assets and draws on aggregated data. This is complemented with a
structural analysis (Chapter IV), for which I have collected information on all
available accounts of the Bernese state in two sample years, 1732 and 1782. The third
empirical chapter (V) will consider the ‘crown jewel’ of Bernese state finance, the
canton’s financial investments overseas. The conclusion (Chapter VI) will sum up the

most important findings and discuss them further.

The main points of each section will be summarised in the last paragraph to
provide quick orientation. All non-essential information has been organised in the

appendix.

132 Blastenbrei (1996); Braun, R. (1975).

133 See Buchholz (1996) who focuses largely on Germany.

134 pezzolo (2003a); Hocquet (1999).

133 Ingrao (1987). Interestingly, the Hessian ‘business model’ looks similar to that of sixteenth-century
Swiss states: see Korner (1980) and Kormer (1999).

136 The literature on these countries is abundant. For an overview, see Bonney (1999a); O'Brien/Hunt
(1999).

137 Hart, M.t./Jonker/Zanden (1997).
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This chapter will discuss constitutional arrangements and political outlook of
the Bernese republic in the eighteenth century. Its aim is twofold: to explain the
outcome of the state-building process and describe the structure within which state-
building occurred. It presents the state largely from a functionalist perspective. The
remainder of this section will introduce the most important aspects of the
historiography. In the next section (II-2), I will examine characteristics of Bern as a
state, notably its relation to competitors for political power and the absence of
taxation. Section II-3 will present the territory and population. The nature of the
patrician government and its administration will be analysed in Section II-4, and the
canton’s geopolitical and military strategies in Section II-5. The role of the Bernese
state as a provider of non-financial goods is discussed separately (Section II-6).
Finally, Section II-7 provides a brief introduction of the republic’s fiscal constitution,
intended as background information for the empirical chapters that follow (Chapters
III-V). The concluding remarks of this chapter (Section II-8) will attempt an overall

assessment of Bernese rule.

Historiography

Historians referred to early modern Bern as the ‘largest city-state north of the
Alps.”'*® Although a frequently used description, it can be somewhat misleading. This
reference to Bern as a city-state neglects the fact that it was a territorial state in which
the city itself was relatively small. The latter’s maximum population of 15,000 by the
mid-eighteenth century only covered a fraction of the 300,000 population that lived in
the territory of the canton. Compared to German city-states like Hamburg, Bremen or
Frankfurt am Main, the cizy of Bern was small in size. As a territorial republic,

however, the canton was surpassed by the Dutch United Provinces.

My historiographic overview refers to selected studies that have been
particularly useful for my research. A more systematic coverage can be found in the

series Bibliographie der Berner Geschichte, edited since 1975."*' Amongst the

140 See Messerli/Egli (2003): Title and Pfister, C./Egli (1998): 34. This expression implies the
comparison to the largest such polity South of the Alps, Venice, which was not a city-state in the strict
sense either.

! Bilbiographie der Berner Geschichte, ed. by Burgerbibliothek Bern (yearly, since 1975). Newer
versions online [http://aleph.unibas.ch/]; see also the journals Berner Zeitschrift fiir Geschichte und
Heimatkunde and the older Bldtter fiir bernische Geschichte, Kunst und Altertumskunde (1905-1929),
as well as the series Archiv des Historischen Vereins des Kantons Bern.
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historiography of early modern Bern, Richard Feller’s epic four-volume Geschichte
Berns stands out.'** It covers the political, cultural and economic history of the
republic before 1798. The author’s poetic writing style and the dearth of references
make the work prone to mixing solid facts, anecdotes and florid imagination. Because
of these stylistic challenges, some of Feller’s interpretations should be examined
critically, in spite of a generally high degree of accuracy of his account. Anton von
Tillier’s Geschichte des eidgendssischen Freistaates Bern from 1838 is mainly
impressive and renowned for its outstanding coverage of archival material.'*> The
constitutional history of Ancien Régime Bern by Karl Geiser is a seminal work on the
topic, which has been recently complemented by studies from Frangois de Capitani
and Béla Kapossy.'** Capitani has also contributed to the most recent textbook article
about Bern in the Historical Dictionary of Switzerland."* Over the past few years, a
series of inter-disciplinary studies on Bernese history have been published, covering
the Middle Ages to the seventeenth century; a volume for the eighteenth century is

currently in preparation.'*®

The former subject territories Argovia and Vaud have been written about
separately in monographs and specialised journals.!*’ For Vaud, the historiography of
the period before 1798 has traditionally been anti-Bernese, being only rarely
challenged by ‘revisionist’ studies.'*® Today, the attitude of historians is more relaxed
and provides a balanced account, combining positive and negative aspects of Bernese
rule. This is best illustrated by the introduction in the most recent overview of Vaud
before 1798, written for the bicentenary of independence.'*® The Bernese period is

less well researched for Argovia.'*

12 Beller (1946); Feller (1953); Feller (1955); Feller (1960).

13 Tillier (1838-1840).

144 Geiser (1891), see also Geiser (1932); Capitani (1991); Kapossy (2002); for a more superficial
version: Wilchli (1981).

'S HLS (2002), article Bern: 253-274.

146 Beer et al. (1999); Schwinges (2003); Holenstein (2006); The eighteenth century volume is planned
for 2008 under the title Berns goldene Zeit (Bern’s golden age).

147 More recent contributions are: Gallard (1970-87) [esp. vol 4]; Hubler (1991) or Flouck et al. (1998);
see also the Bibliothéque Historique Vaudoise series and the journal Revue Historique Vaudoise.

18 For Vaud, classical anti-Bernese interpretations are Olivier (1837) and Verdeil (1849-1852). For a
‘revisionist’ approach: Gaillard (1935), although with a focus on earlier centuries.

149 Monbaron (1998b).

1% Yerein Forschungsprojekt Aargau 1798 (1997); HLS (2002): Article Aargau; and the journal
Argovia.
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1I-2 Bern as a State

In the introduction, I argued that Bern can be defined as a state in the Weberian
sense of being a set of institutions which successfully claimed the monopoly of
legitimate violence within its territory.">' This section will investigate the relation
between the elements of government and state more closely, which will then be used
synonymously in the rest of my thesis. The nature of the Bernese government itself
will be the subject of a subsequent section in this chapter; for now, it will be
considered a ‘black box’. In this section, I will elaborate in more detail how the above
definitions of the state match the realities of eighteenth-century Bern by first
examining the different levels of governance. In particular, the issue of communal
autonomy is addressed in this context. I will then discuss the Bernese approach to
state-building more specifically by referring to one of its most distinctive features, the

absence of direct taxation on property.

The government of the canton constituted one of several layers of state activity
in Bern, though arguably the most important one. Before these are explained in
greater detail, it is worth noting the absence of two factors that limited sovereignty in
other states: the Church and nobility. In 1528, Bern had introduced the Reformation
by government decree. To safeguard the spiritual needs of its population, Bern
established a state church which was funded through appropriated church lands and
titles. The latter included the right to levy tithes. The government secularised church
administration and assumed the tasks of poverty relief, schooling and monitoring
public morality. In practice, these costly functions were delegated to parishes and
communes, over which the state assumed a supervisory role. Correspondingly, the
Bemnese state church quickly became an indispensable tool of administration, as
pastors often performed official and semi-official functions on behalf of the
government. The clergy was recruited and employed by the state based on

recommendations by religious advisory councils.

The nobility as the other traditional rival for political power was not organised
as an independent group in Bern. Within the city republic, noblemen were part of the
government itself, as will be discussed below. Nobility from the territory were

included in matters of local administration individually, often securing subordinate

5! Weber, M. (1978): 54-56. For the Bernese state in general: Geiser (1891); Feller (1955): 106-129,
330-337, 427-471; Capitani (1991).
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positions in a quasi-dynastic manner. However, they were not organised as a group

across the canton, nor were they represented as an estate in government.

The remaining competitors of the Bernese government were found in the Swiss
Confederation, higher up in the state hierarchy, and in counties and communes at a

lower level (see Figure I1-2).

Main Tasks:

Coordination of Foreign
Policy

Swiss Confederation

Foreign Affairs

Defence (Military Organisation)
Finance and Taxation

Canton of Bern Jurisdiction and Police (partly)
Religion (State Church)
Economic Policy

Welfare (subsidiarily)

County (administrative units only)

Jurisdiction and Police (partly)
Local Infrastructure

Welfare

Agriculture (Communal Land)

Commune (Parish)

Figure II-2: Levels of State Activity and Main Tasks in Eighteenth-Century Bern

Bern became a member state of the Swiss Confederation in 1353.'%? Although it
was by far the largest of the cantons in the Corpus Helveticum, it did not have any
formal prerogatives and was only a primus inter pares. The Confederation was a
complicated system of bilateral and multilateral alliances in perpetuity between the
XIII cantons and their numerous allies. The cantons were never formally incorporated
into a federal (or even central) state. In 1648, the Swiss were granted exemption from
the Holy Roman Empire of German Nations and obtained formal sovereignty. In

practice, they had been independent from as early as 1499, when they ceased to make

132 Strictly speaking, one could not ‘join’ the Swiss Confederation, as it was only a system of mutual
alliances. Also, the year 1353 should be seen as a proxy rather than an actual date. For the term Corpus
Helveticum: Peyer (1978): 675 (note 2). Amongst the allies of the Swiss Confederation were cities (St.
Gallen, Miilhausen or Geneva), monarchic (principality of Neuchitel) and quasi-monarchic (prince-
bishop of St. Gallen) states, as well as federal republics (Grisons, Valais).
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financial contributions towards the Empire. In practice, sovereignty was with the
cantons, which also had the military means to guarantee and protect it.'">> A fragile
equilibrium was maintained between the different interests of Protestants and
Catholics, as well as urban and rural republics within the Confederation. Overall, the
existence of the Corpus Helveticum was guaranteed more through ‘balancing
conflicts’ and a shared determination to defend a common existence, than harmony

between its constituent parts.'>*

The Confederation had no central institutions except for the Federal Diet, which
was in essence a congress of ambassadors of sovereign states. Its decisions required
ratification by the cantonal governments. Only minor administrative matters were
decided by majority vote.'” The Diet functioned as a court of arbitration between
competing cantons and coordinated their foreign policy (discussed in Section II-5).
With its military might and comparatively well-developed administration, Bern was
clearly the most powerful Swiss state, though it was contingent on co-operation from
its allies. The Confederation was not a serious competitor to Bern’s state-building
process, because any delegation of state functions by the sovereign cantons was

voluntary.

The same can be said of the counties, which by the eighteenth century had
become pure administrative units without political power. They lacked independent
institutions and were not represented within the government. County enquiries, in
which subjects were asked for their opinion on specific political issues, were the
closest Bern ever got to a Weberian Stdndestaat which accommodates political
representation from different social groups.’*® This form of co-operation which had
been in regularly used in the sixteenth century went into abeyance and was organised
for the last time in 1614."" In the eighteenth century, county-enquiries were entirely

absent and the counties firmly controlled by the government.

'33 For the concept of sovereignty: Spruyt (1994) — see also note 14 above.
13 Capitani (1986): 488.

155 See for the Confederation in general: Im Hof (1977) or Peyer (1978).
1% Weber, M. (1978): 1085-1087.

157 Wilchli (1981): 129. See also Holenstein (2000).
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Communal Autonomy

More serious challenges to the government’s claim to a monopoly of legitimate
violence came from the communes.'”® In the everyday experience of Bernese
subjects, these political units were arguably as important as the state because they
regulated a broad range of activities."® Peter Blickle has found that the far-reaching
self-government of the Swiss communes of the later Middle Ages (‘communalism’)
was better developed and remained stronger than in most of the Empire, where
communes had been largely integrated in the administration of sovereign states.'®
André Holenstein has refined Blickle’s findings for sixteenth- and seventeenth-
century Bern, for which he emphasised the importance of co-operation between
communes and state administration.'®" Unfortunately, documents about decision-
making processes at the local level are scarce and there is scant research about
communal autonomy in the eighteenth century. Some local studies describe the

experience of particular villages, cities or parishes.'®*

As their main tasks, Bernese communes had to provide lower levels of
jurisdiction, poverty relief, schooling and infrastructure.'®® In those parts of the
canton that practiced a crop rotation system, an assembly of landowners also decided
on how the communal lands were used.'® Furthermore, communes played an
important role in the Bernese military system, as the militia was organised and partly
funded at this level. The control of the troops remained entirely with the government,
however (discussed in Section II-5). The sheer fact that subjects were armed
illustrates how far the authorities needed to base their decisions on consent, as more
coercive strategies would have been met with violent resistance. Bernese officials

oversaw communal autonomy and kept it in line with the government’s interest.'®

While the judicial rights of the communes were long-standing, poverty relief

was only delegated to them as late as the seventeenth century, with the state making

138 For simplicity, I will refer to the local political units as communes. However, there were several
levels of communality in eighteenth-century Bern: parishes, Burgergemeinden, Rechtsame- and
Giitergemeinden, etc. See Scribner (1996): esp. 294-298 and for Bemn: Pfister, C. (1995): 25-27.
1% Holenstein (2005): 262.

160 Blickle (1981); Blickle (1991); Blickle (2000).

15! Holenstein (1998).

162 Especially Schmidt, H.R. (2005) [Worb]; Bartlome (1999) [Aarberg] or Bietenhard (1988)
[Langnau].

'3 See for Worb: Holenstein (2005), who also includes fire defence as one of the commune’s tasks.
1% This is discussed in more detail in Section II-6 below.

165 See also Pfister, C./Kellerhals (1989).
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only subsidiary contributions.'®® This can be considered an act of reversed state-
building, where a government imposed an unpopular and expensive task on
communes to deal with it on the local level. An unintended consequence of that
action was that the need to fund these expenses provided communes with independent
funds, thus increasing their autonomy and political bargaining position in the medium
term.'®” In rural areas, poverty relief often had the lion’s share of communal budgets.
To raise revenue, communes had several options that were often applied
simultaneously. They could lease out common land to the poor, distribute aid in kind,
finance relief from their communal funds or levy specific taxes.'®® Empirical evidence
on communal tax burdens is scarce and points towards high inequalities both

regionally and between different members of communes (see Section IV-5 below).

Legitimacy through Low Taxation

The financial situation of Bern will be discussed in more detail in the empirical
chapters III and IV. In this context, the focus is solely on the impact of taxation — or
rather, the lack thereof — on the legitimacy of political rule. It is sufficient to note that
since the late seventeenth century, the state itself did not levy any direct taxes on
property. The major tax revenue of the canton came from tithes, a 10% tax on
agricultural revenue.'® It was mostly levied on former Church lands and had
originally served the purpose of covering the costs of the local priest and poverty
relief. Part of the former Church domain had been handed to communes or parishes
when poverty relief was delegated to them.'’® As a long-standing tax, the tithe was
considered legitimate and never fundamentally questioned.'”! In some parts of the

canton, mainly in Alpine regions, tithes had been discharged in late-Medieval times.

The absence of direct taxation by the state was a distinctive feature of early
modern Swiss republics.'” Although this had been a common strategy for city

republics in late medieval times, by the late sixteenth century most found themselves

1% See also Fliickiger Strebel (2002); Fliickiger Strebel (2005). Depending on the region, it was
delegated to communes or parishes. Both in absolute terms and relative to population growth, poverty
seems to have increased throughout the eighteenth century.

1" Bietenhard (1988): 262.

1% The communal funds for poor relief (4rmengut) usually consisted of both land and capital.

1% For tithes in Bern: Gmiir (1954) and Pfister, C. (1975). In Vaud, the actual tithe rate was only an
eleventh: Monbaron (1998a).

170 See for example: Fliickiger Strebel (2005) [for Worb].

' See also Gmiir (1954).

1”2 Krner (1999)



Chapter II: Res Publica Bernensis 57

deeply in debt.'™

In Bern, occasional taxes were imposed in the seventeenth century
for specific purposes. In spite of moderate rates, they met with stiff resistance. When
the government tried to introduce a 0.1% tax on property for the whole territory in
1641, it faced organised protests which achieved that instead of the intended period of
six years, the tax was only levied for a single year.!” The culmination of resistance
was the peasants’ revolt of 1653 in Bern and other parts of Switzerland.'”> Although
this was not a tax revolt in the strict sense, it had fiscal overtones. The main cause for
the revolutionary outbreak was currency devaluation by the government, also
identifiable as a (debasement-) tax. The peasants formed an alliance, besieged the city
and questioned its political legitimacy. Bernese authorities oppressed the rebellion
with loyal troops from Vaud and support from Zurich. The revolt of 1653 was a
mixture of religious protest, struggle for political hegemony within the Confederation
and an uprising against political rule. Although the civil war by itself caused little
disruption, its impact on future political developments should not be under-estimated,
for it revealed the limits of the state’s power to modemnise political structures. It made
the Bernese authorities aware that their survival depended on co-operation by their
subjects. Accordingly, the government rejected a project for introducing a perpetual

tax on property in 1697.'7

This absence of direct taxation played an important part in the government’s
strategies to legitimate its rule in a paternalistic way. The statement of Albrecht von
Haller quoted in the introduction to the previous chapter illustrates how proud
Bernese patricians were to offer their subjects a state without taxation.'”’ In his
Speech of a Swiss about the Happiness of Subjects under a Free Government,
Alexander Ludwig von Wattenwyl went even further when he tried to convince the
Bernese population that despite being deprived of political rights, they lived in a state
of liberty because the republic hardly depended on taxes.'” Although such attitudes
seem paternalistic from today’s perspective, in the context of early-modern states
Bernese subjects were relatively free of feudal obligations and, as will be discussed

later, their fiscal burden was exceptionally low (see Section IV-5 below).

' Hocquet (1995).

17 Wilchli (1981): 131; Landolt (1990). A yearly tax of 0.1% on all property for defence purposes had
been levied within the city of Bern from 1628-1634, and the Pays de Vaud paid an extraordinary tax
from 1635 onwards after initial protests.

17 Holenstein (2004); Suter (1997).

176 Feller (1955): 500.

17 See the quote of Albrecht von Haller in Chapter I (p. 10 above).

178 Quoted from Kapossy (2002): 237.



Chapter II: Res Publica Bernensis 58

In summary, although the Bemese government anchored its rule on co-
operation from its subjects, it qualifies as a state wielding a near-monopoly on
legitimate violence. Church, nobility and communes were successfully integrated into
the state under government control. While communes had wide-ranging autonomies
and were important institutions for subjects’ everyday lives, they were never serious
competitors for the state’s monopoly of legitimate violence in the eighteenth century.
Even if their privileges and liberties imposed a limit to centralised state-building, the
situation was one of mutual dependency and co-operation. The local autonomy that
communes enjoyed did not guarantee them any representation within the government
of the republic. After the abolition of the county enquiries in 1614, there was no
formal participation of subjects in the political affairs of the canton. The ruling elites
used the absence of direct taxation as the most important element in their claim for

legitimacy.

-3 Territory, Population and Economy

Eighteenth-century Bern was the largest state of the Swiss Confederation in
land area and population. By 1798, around one in three Swiss subjects lived under
Bemnese rule. However, the territory of the canton remained fragmented legally and
economically. This section will first give a brief outline of the territorial expansion of
Bern and then consider its organisation in the eighteenth century. I will also briefly

discuss population estimates and offer a general overview of the canton’s economy.

Territorial Expansion

The city of Bern was founded relatively late, in the second half of the twelfth
century, and developed from being a local power into a sizeable territorial state in the
late Middle Ages. Its most important conquests were Argovia (1415) and the French-
speaking Pays de Vaud (1536).!” The territory of the canton remained unchanged
from the late sixteenth century until the French invasion of 1798. Its holdings

spanned the mountainous regions of the Oberland, the wine-growing shores of Lake

1 HLS (2002), article Bern. See also Schwinges (2003) and Feller (1946); Feller (1953) for the
territorial expansion.
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The political and legal fragmentation of the Bernese territory confused even its
contemporaries. To clarify the situation, the government ordered a survey of its
territory, which was published in the Book of Regions of 1782. '®* By then, there were
six distinctive types of administrative units:

1.  The city of Bern and its surrounding parishes, directly ruled and administered
by the government.

2. Four Landgerichte formally governed by the guild-master of a city-quarter
[Venner] and administered by his subordinate.'®’

3.  Five municipal towns with far-reaching autonomy, governed by their elected
Mayors.

4. 50 counties, or Landvogteien, which formed the bulk of the Bernese territory.
During a tenure of six years, a member of the government represented Bernese
rule as bailiff and monitored the local administration.

5.  Several small boroughs under private rule [Twingherrschaften]. They were
governed by their owners, which in most cases were patrician families from the
city; these boroughs were formally under Bernese sovereignty.

6.  Four Condominiums, or Mediatdmter, for which Bern shared sovereignty and
administration with the canton of Fribourg.

There were further Condominiums administrated jointly with other Swiss
cantons, which were not considered part of the Bernese te:rritory.'86 In addition, seven
former monasteries without territory were integrated into the state as

Klostervogteien.'®’

According to the primary agricultural activity, the canton can be divided into
three main zones or belts: first, the grain-producing plains of Argovia, Upper Argovia
(Oberaargau), Seeand and Vaud. Second, the pre-Alpine region of Emmental was a
zone of mixed farming. Third, cattle farming dominated in the Southern part of the
canton, the Alps (Oberland).'®® Pockets of vineyards were scattered according to the
climatically suitable locations, particularly in the coastal regions of Vaud. Each zone
had specific patterns of production, but also social and cultural structures. The
division between the regions was not always clear-cut, but followed roughly their

geographical situation. The degree of commercialisation of the zones was inverse to

18 Wilchli (1981): 124-125.

185 For an example, see Pfister, C./Kellerhals (1989).

1% [ ugano, Mendrisio, Locarno, Valle Maggia; since 1712 also Baden, the Untere Freie Amter,
Thurgau, Rheintal and Sargans. The small Condominium of Tessenberg was shared with the prince-
bishop of Basel: Im Hof (1977): 753.

187 Beck (1923): 11.

'88 For a more detailed description: Pfister, C. (1995), esp. 16-17, 28-30.
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their natural potential: in the marginal lands of the Oberland, production was
relatively free and market-oriented, while the grain-producing regions were burdened
by a rigid system of co-operative utilisation. They were also most heavily taxed in

tithes, as will be discussed below (Section IV-5).'*

Population Estimates and Demographic Trends

It is difficult to establish the total population living under Bernese rule in the
eighteenth century. The most reliable figure is from an official census in 1764; it
counted 323,008 people living in the canton, of which 40,276 in Argovia and 112,346

d."® Given the inaccuracies of eighteenth-century data collection, these should

in Vau
be considered rough estimates rather than exact figures.'”! The 1798 census by the
Helvetic authorities is even more unreliable because its authorities carried out the data
collection inconsistently. In addition, changes of district and communal borders make
a comparison to the Ancien Régime situation difficult. With its pre-1798 borders, the
canton’s population was approximately 410,000.""> Based on its 1980 borders
(mainly without Argovia and Vaud), Christian Pfister has estimated total population
figures for Bern at 193,000 (in 1700), 200,000 (in 1764) and 231,768 (in 1798)
respectively.'” The city itself grew from 14,219 (1700) to 15,932 (1730) inhabitants,

form where their number fell back to 12,186 (1798)."*

The Bernese Economy in Brief: Agriculture

The most relevant aspects of the Bernese economy for my study will be
discussed more detail in the empirical chapters. Studies about the early modern
Bernese economy are rare and mostly focus on agriculture.'® A strong emphasis on

the primary sector is also underlying the most comprehensive study of the Bernese

189 See Pfister, C. (1995): 163.

190 This means that 175,316 lived in the rest of the canton, often referred to as Deutschbern. See HLS
(2002), article Bern: 267 and Mesmer (1987): 158-160.

1 pfister, C. (1995): 69-73 and 87.

192 Schluchter (1988): 49, 64. Figures for Aargau (only Aarau, Brugg, Kulm, Lenzburg, Zofingen),
Bern and Vaud in their 1988 borders, excluding Echallens, Orbe and Grandson: total of 409,535. Other
authors give the figure of 407,000 [Walter (1966): 239, based on an estimate from Hildebrand in
1860]. The overall population of today’s Switzerland was 1.66m according to the 1798 census.

193 pfister, C. (1995): 95.

" HLS (2002), article Bern (Gemeinde).

195 For the “classical’ studies on Bernese agriculture and economy: Geiser (1899); Geiser (1932);
Schmidt, G.C.L. (1932).
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economic history by Christian Pfister, who traced the origins of economic
‘modernisation’ back to 1700.'°® Pfister’s interest tracing the long-term development
of the canton of Bemn in its post-1980s borders has made him use an anachronistic
area of study. For the Ancien Régime, the exclusion of Argovia and Vaud is a
significant shortcoming. A second problem of Pfister’s approach is even more
limiting in the context of my research: the state as an actor remains essentially
unaccounted for in Pfister’s explanations. Although he acknowledges the importance
of the government’s grain policy and the impact of Economic Patriots on agriculture,
the two are not examined in their own right. Anton Brandenberger followed up on
Pfister’s earlier research and investigated problems of supplies and market integration

using economic theory."”’

The pre-eminence of agriculture in Bermnese economic history can partly be
explained by the relative weight of the sector, as most of the Bernese population was
engaged in some type of agricultural activity or other. In Christian Pfister’s words, all
important aspects of early modern life concentrated on land: it was an energy
resource, production factor, source of capital investment, tax base, measure of
political power and social esteem, as well as the unique source of social security.198
Differences within the primary sector were large, both regionally and between
different sized farms within the same region. For the former, the varying climatic
conditions across the main agricultural regions have been mentioned under the
previous heading. For the latter, large landholders had very little in common with
small-plot farmers who often relied on secondary income from (proto-)industrial
activity to make ends meet. Within the household economy, labour and other
resources were allocated to subsistence- and market-oriented tasks. There were few
cash crops: wine, flax, dairy products and — to a lesser extent — grain. For the latter,
most households could only sell a surplus on the market. According to Christian

Pfister’s estimates of harvest returns, the canton could feed its own population in

19 pfister, C. (1995): 15. He defines ‘modernisation’ as a movement towards the ‘Western’ ideals of
rationality; rising productivity and living standards; social and economic emancipation; efficient
institutions and behaviour; national ‘consolidation’ and independence; democracy ‘from below’;
participation and social discipline. Pfister’s data is edited in the database Bernhist:
http://www.bernhist.ch. See also his contribution to the article ‘Bern’ in HLS (2002) and his earlier
studies: Pfister, C. (1975); Pfister, C. (1978) [in English] and Pfister, C. (1984), esp. vol. 2.

197 Brandenberger (2004). See the discussion in Section II-6 below.

198 pfister, C. (1995): 161.




Chapter II: Res Publica Bernensis 63

years of normal harvest and was thus ‘subsistent, but not autarchic.’'*® In years of
crises on the other hand, grain had to be imported. This contrasts with the view of
contemporary observers who argued — based on faulty assumptions — that Bern
needed to import roughly a third of its grain. Georges André Chevallaz has pointed
out that the resulting import volume of some 20,000 tonnes would be equivalent to

the entire grain export of France.*’

While dairy farming became more productive and profitable, grain agriculture
stagnated until the mid-eighteenth century. Productivity increases were mainly
hindered by a lack of manure. In addition, the traditional structure of decision-making
in the three-field crop rotation system hindered a dynamic response to demographic
change or shifts in demand. Alterations in crops, cycles or quantities depended on the
agreement of all ‘stakeholders’, including government, landlord and commune. From
the mid-century, agricultural improvements slowly led to an increased production, but

the major innovations and breakthroughs occurred in the early nineteenth century.201

Industry and Services

Recent scholarship has emphasized the diversity of economic activities that
were carried out throughout the territory.?”> The dominance of a dynamic agricultural
sector created demand for related industries (building, blacksmiths, coopering) and
services (butchers, mills). Extractive industries were limited to small pockets in the

203 Anne Radeff, who has investigated petty trade and

Western and Alpine regions.
regional markets, refers to this with the rather misleading concept of économie
globale*™ Her most important contribution is the analysis of the distributive
structures in the Bernese economy through an examination of fairs and markets,
which multiplied throughout the eighteenth century.”® In addition, a thriving

economy surfaced around the export of low value-added goods.?% Specific industries

19 pfister, C. (1995): 202-209 (quote: heading). For a critique, see Brandenberger (2004), who stresses
the importance of grain imports.

200 pfister, C. (1995): 207-208; Chevallaz (1949): 107.

20 pfister, C. (1995): 173-175, 184-191.

202 Eor diversity: Pelet (1998); Radeff (1996).

203 pelet (1998).

204 Radeff (1996). In Radeff’s terminology, économie globale stands for an all-encompassing view of
both domestic and export trade, and not a geographically global approach. Even though this is not be
excluded per se, most of her analysed material is inter-regional, rather than global.

25 On Bernese markets: Kiimin/Radeff (2000); Korner (1993/94).

2% Eor the latter, see Fliickiger/Radeff (2000).
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have been discussed in the broader context of Swiss economic history. In particular,

the Walter Bodmer’s work on the textile industry remains a landmark.2”’

Textiles were Bern’s main export-oriented ‘proto-industry.’?”® They were
mostly produced in the eastern part of the canton, using the market town of
Langenthal as a local hub. In Vaud, the industry was clustered around Lausanne and
well connected with Geneva merchants.” In addition, hand-knitting and similar tasks
were carried out throughout the canton, especially in marginal areas. The Bernese
textile industry specialised in the relatively simple processing of linen, calicoes
(‘indiennes”) and knitted stockings, which required little investment and could be
carried out by a labour force that was often working part-time.>'® Knowledge-
intensive branches of the industry, such as silk manufacturing, were virtually absent
in Bern. In the second half of the eighteenth century, St Gallen shifted to the spinning
and weaving of cotton and was replaced by Upper Argovia as the Swiss centre for
linen production. The merchant-producers of eastern Switzerland left the low-value
linen to their Bernese competitors and focused on more profitable products that could
rely on extensive trading networks for export. Linen was less dependent on trade
because its raw material, flax, was grown locally. While this might explain Bern’s
advantage in the early stages of the industry, by 1760 the canton had to import several
tonnes of flax from Alsace and Brabant to cope with an increasing demand for the
final product.?!! Merchants from other Swiss cities exported the Bernese linen, mostly
to France. Demand for the product was high, which was partly caused by its good and
consistent quality.?'? Linen production reached its peak in the early 1780s, after

which it dropped sharply.*!?

The raw materials for cotton were more expensive, so part of the production
was organised on a credit basis. In this putting-out system, merchants provided the
domestic producers with raw materials and collected the final product, with itinerant

merchants (Fergger) acting as intermediaries. The printing of calicoes was organised

207 Bodmer (1960).

208 Eor the concept of “proto-industry’ see footnote 38 above. An overview for Switzerland is provided
by Pfister, U. (1996b).

20 Bodmer (1960): 222; Bergier (1990): 173.

219 gee Pfister, C. (1995): 455-456 and Schneider, H. (1937): 455-466. The latter were partly machine-
produced. This technology had been introduced by a Huguenot refugee who later moved his business
to Murten after losing production privileges in Bern.

211 pfister, C. (1995): 34.

212 Bodmer (1960): 157-158.

213 See the graph in Pfister, C. (1995): 234, based on Bein (1920): 86-87.
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in centralised manufactures, both in the city of Bern and municipal towns.”** Some of
the cotton production was controlled by merchants from Zurich and Geneva, while
Bernese producers were putting out to neighbouring regions (Lucerne, Fricktal),

selling their surplus production to Zurich merchants.”'®

Bern had several smaller proto-industries in addition to textiles, such as clock
making in the western parts of the canton, printing in the cities of Bern and Lausanne,
woodcarving in the Oberland, and extractive industries in Vaud.?'® Although
important locally, their impact on the canton’s economy was limited. A few ‘strategic
industries’ were state-run, such as the production of weapons, black powder and salt;
ironworks and mineral extraction were heavily subsidised. All these businesses were
small in scale, except for salt production, which nevertheless remained insufficient to
supply the domestic market. Its output was minimal compared to the amount of salt

that the government traded as a monopoly (see Section III-5 below).

Another monopoly was on postal services, which the state farmed out to the
patrician von Fischer family. They obtained a franchise in 1675 and subsequently past
it on to 41 family members until 1832, with only a short intermezzo of state-run
postal services from 1702-1708. After this date, Bernese authorities set the franchise
fee at 50% of net profits, though disputes erupted over the calculation of these profits
on several occasions. The Fisher family usually paid a flat fee that was augmented
every few years.”!” The remaining service sector was not concentrated, but regional
and small scale in character. Beat Kiimin has analysed Bernese inns and taverns in
detail, while Anne Radeff has focused mainly on itinerant merchants.*'® Other
services were tourism and schooling, which both targeted foreign noblemen as their
prime clientele; they were accordingly very limited in scope. Finally, mercenaries
serving in foreign armies can also be considered a service export from the Bernese

economy (see Section II-5 below).

This section has given a brief overview of the fragmented nature of the Bernese

territory in both political and economic terms. Reliable figures for population and

21 pfister, C. (1995): 233; see also Fetscherin (1924).

213 Fetscherin (1924): 134-137; Bodmer (1960): 182; Schneider, H. (1937): 97-98; see also the
contemporary account in Norrmann (1795): 480.

216 See for an overview: Pfister, C. (1995): 231-292 and for Vaud Pelet (1998).

217 See Kloti (1990) and Kellerhals-Maeder/Kl1oti/Kénig (1991).

218 K iimin (1999); Kiimin/Radeff (2000); Radeff (1994); Radeff (1996).
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economic indicators are rare and make conclusive statements difficult. The economy
was dominantly agricultural, with large regional and social differences. Proto-
industrial production of linen for export was concentrated in the eastern part of the

canton, while rural crafts were spread throughout the territory.

11-4 Government and Administration

In an anonymously published Account of Switzerland of 1714, attributed to the
English ambassador Abraham Stanyan, the stability of Bern’s political system was
compared to that of an inverted pyramid. So small was its foundation that it would
take little movement from either within or from the outside to make the entire
structure tumble.?'® While his prediction of the stability proved inaccurate — Bern fell
more than eighty years after Stanyan’s statement — the pyramidal image appears
appropriate. The government was controlled by a narrow patrician oligarchy, whose
rule had become quasi hereditary, even if their dominance was by custom more than
by law. In this section, I will consider the composition of the Bernese government
and explain its structure, discuss patricians as a social group and present
contemporary critiques of their rule. The final part of the section will discuss the

canton’s administrative structure.

Constitutional Arrangements and Levels of Government

The Bernese state had no written constitution, only a handwritten tome
commonly called the Red Book which contained the government’s most important
decisions. The government referred to itself as Schuitheiss, Rdt und Burger von Bern.
This title encapsulated the three main layers of power: Mayor (Schultheiss), Senate
(Rdt) and Great Council (Burger). The latter had formerly been an assembly of
citizens and evolved into a parliament recruited by election and co-optation. Its
position as the supreme source of power and sovereignty was confirmed in 1682 by a
document that also held the state accountable solely to God.??° This affirmation of the

Council’s absolute sovereignty formally marked the end of continuous attempts by

219 Anonymous [Abraham Stanyan] (1756): 105. Most of his book deals with the situation in Bern; he
was married to a Bernese. See Bucher, B. (1951); Zeerleder (1942).
20 Quoted in Geiser (1891): 97.
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the Senate to be recognised as sovereign.”?' In reality though, the Senate possessed
considerable powers by virtue of frequent meetings and exclusive access to
information. To avoid dominance by any of the elements that comprised the
government, the Bernese constitution possessed numerous internal checks and

balances (see Figure 11-4).

Government (" Schultheiss, Riit und Burger")

Mayors (1 plus 1) - elects >
1

Senate (/Small Council) (27)

7
Secret Council (8) Vice-Mayor Ruling Mayor

"Secretees" (2) Venner (4), Treasurer for Vaud (1) elec@
German-Treasurer Salt-Senator (1)

Arsenal-Senator (1)
Chamber of Senators (15)
Venners (5)
Great Council, CC (200-299) Chambers
* ] (several)

y
elect State Clerk, Court Clerk, Grand
Officer, Townhall-Mayor ‘

Bailiffs (50) -
"Sixteen" (16) and other Magistrates ballo@

Societies (Guilds):
elect Venner-Guilds (4) and other Guilds (8)

Figure II-4: The Government of Bern

Sources: Geiser (1891); Feller (1955); Capitani (1991). See also the slightly different scheme in HLS
(2002): article Bern. Numbers in brackets stand for the number of people in each category.
Translations: Senate (Kleiner Rat), Vice-Mayor (Stillstehender Schultheiss), "Secretees" (Heimlicher),
German Treasurer (Deutsch-Sdckelmeister), Treasurer for Vaud (Welsch-Sdckelmeister), Salt-Senator
(Saizherr), Arsenal-Senator (Zeugherr), State Clerk (Staatsschreiber), Court Clerk
(Gerichtsschreiber), Grand Officer (Grossweibel), Townhall-Mayor (Ratshausammann), Bailiff
(Landvogt), "Sixteen" (Sechzehner), Societies/Guilds (Gesellschaften). 1 have not translated the word
Venner, since its original meaning as banner bearer does not describe their function in the eighteenth
century accurately enough.

At the apex of the Bernese government pyramid were the Mayors. To guarantee

that no single man would usurp power, the positions of Ruling Mayor and Vice-

221 1n other Swiss cities, the Senate was more successful in its attempts to usurp power: Peyer (1978):
107-116.
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Mayor were rotated annually between the two incumbents.””? While the former
chaired the meetings of the Senate and Great Council, the latter was in charge of the
Secret Council handling foreign affairs. With unlimited tenure, the Mayors were only
replaced after resignation or death and vacancies were filled by a Senator, who was

elected by the Great Council.

The next layer was the Senate, which was also called Small Council or Daily
Council. 27 Senators (including the two Mayors) set the agenda for the sessions of the
Great Council. Two important sub-Councils were staffed exclusively by Senators: the
Secret Council and the Vennerkammer, or Chamber of Venners*>® The latter dealt
with all financial matters of the state and was presided over by the (German-)
Treasurer, who was elected for six years.”®* Its other members, the Venners, had a
four-year tenure and were designated by their respective town-quarter guilds.** Of
the remaining Senators, some had specific duties such as the Senator of the Arsenal,
who presided over the chamber responsible for military armaments. Each Senator sat
in several chambers or commissions, which had both governmental and

administrative functions and combined members of Senate and Great Council.

Mayors and Senators were all formally members of the Great Council, or
Council of the Two Hundred, which met two to three times a week. It was also called
the CC with reference to the Latin number for 200. The power of the Great Council
was in practice curtailed by limited access to information. For instance, although it
decided on all financial matters regarding expenses of more than 100 Taler (3,000
Bz), information about proposals prepared by the Vennerkammer was only
transmitted orally.??® One important function of the Great Council was to elect all
magistrates of the republic from amongst its members. While Mayors, Senators and
certain positions that required particular know-how were elected, the more lucrative
bailiff positions were balloted since 1710 to rule out simony.?*’ To avoid
appropriation by office holders, all tenured positions in the government were fixed

and non-renewable.

222 The positions of Mayor and Vice-Mayor (Stillstehender Schultheiss) rotated annually between the
two officeholders. Occasionally, the Latin word Consul was used for both.

223 The two newest elected Senators were called ‘Secretees’ (‘Heimlicher’).

224 The position of treasurer was split up between the (German-)Treasurer (Deutschsdckelmeister) and
the Treasurer for Vaud (Welschsdckelmeister). For the Venner chamber, see also Section II-7 below.
225 The word Venner originally described the banner bearer. The four Venner-guilds Pfistern,
Schmieden, Metzgern, and Gerbern each elected a Venner amongst their Senators: Walter (1966): 237.
228 Feller (1955): 428.

227 The election of the Senators was a mixture of vote and ballot: Feller (1955): 434. Candidates had to
be in the Council for over a decade and married or widowed. Bailiffs will be discussed below.
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Access to Government

When contemporaries referred to the Great Council as ‘the Citizens’ (Burger)
or ‘the Two Hundred’, both were misnomers. The Council neither represented all
citizens nor did it comprise 200 members. The Great Council had become a
parliament with 200 members as a minimum number; in 1688, its maximum was set
at 299. Every time the Council approached minimum occupancy, it restored its ranks
to the maximum number from within the citizenry. In the eighteenth century, this
happened approximately every ten years. As new government members were
appointed by co-optation, this promoted oligarchic tendencies. The electoral body
consisted of the Mayors, Senators, four ex officio members of the Great Council, plus
another sixteen that were designated by their respective guild (see Figure 1I-4). Each
of these 47 electors could nominate one candidate whose place was secured. Thus, of
the circa 80 seats that would usually be free, nominees occupied more than two
thirds. Voting for the remaining seats was open and not by secret ballot, which meant

that co-monitoring was possible and guaranteed the predicted outcome.??®

New Councillors were elected among all male citizens above 29 years. The
number of eligible candidates was in decline as the right to citizenship had been
closed in 1651 and new immigrants to the city were only accepted as residents or
permanent residents at best. While the former did not have any specific rights and
were prohibited from buying property, the latter were equal to the citizens in all but
political participation.””® Permanent residency had been established in the sixteenth
century to cover waiting times before admission into full citizenship; it had evolved
into a distinct social status. At the time of the 1764 census, of the city’s total
population of 13,681 only 3,737 were citizens. The remainder were permanent
residents (253), residents (7,985) or foreigners (1,706).2° Compared to a total
population of over 300,000 for the entire canton, not even 1% were citizens with full

political rights.

228 Therefore, it was less an election than a nomination: Geiser (1891): 104; Feller (1955): 431-433.
%9 Only wine trade was a privilege of citizens: Geiser (1891): 87-89; Brunner (1992).
20 Of the citizens, 1,581 were men: Wilchli (1981): 145 and Walter (1966): 239.



$ $ -
- - 4 / &)* 9
- $ $ 2 > 3 4
2 3 *1="9*(0=/ *(0' % $
4 $ /
=G’ _ $
: =" T 4
- G=' I 2 % 3
_ G&
- ) ((
B )
_&(I &G)
e
! 05 T55 !5* §|_5 5!) ((! !(1999!9
9=+ - 8 D > *1="9*%(0=
+ E 2*50*3+ 0= **' R - D 2*0513+ 55GS/ $
2 > 3 4 2 3
- ! # *(0' - - % $
$ 28&)13 4 2(13 > +
2*0==3+ G1G 4 0O 4 *(5G/
E D
5 / ,,91 - $ 4
D - . $ $ *10* 2
- 4 3 *(0=/ , $ D
% $ &00/ - 4
** = *10* *& & *(0=/ 8 $ -
*&/
&)* E 2*50¥3+ 01/ $ 4 2
> 3/ " $

&)& - % -4 @ E 2*50*3+ 01901 *xr



(*
&00
&
&=
*10*
(FF "(o=
*lo*
*(O=
! &
,,91+ E D *10* *(0=
+ E 2*50*3+ 01901 *Rx[ W9 % + $ 4 @ H9 %
$ 2 . $ $ 3/ *10* *&
4 $ |/ $ . - # $ 4
$ 2%*10*+ (1@ *(0=+ 053/ ? $ - $
[/, *(0= - * 1&5 $ 2 /1 $ 3+
F 2*0113+ &G&/
) - 8
$ - $ - /I F 4
% 9 - $ -
/ 4 4 $
- 9 4 -
$ 4 4 /
: % - -
/&)) 4
+ 4 ) &)G
&) , 2*0((3+ (1G 2 - 3 2*¥0(53+ *'(9**1/ D/ 2*0
&)G D 4 i,
F 2*05*3+ *G'/ 4 8 9

+ 1 RIS S 2%(=13+ *)*9*)&/



Chapter II: Res Publica Bernensis 72

Republican Ethos and Corruption

Patrician dominance had become a status quo by the early eighteenth century,
and though their appropriation of rule was not universally accepted, co-optation
guaranteed its contiﬁuity. Despite its formal status as a participatory republic, Bern
had become a de facto aristocracy in which an elite group of magistrates successfully
monopolised their offices. In theory, access to the government was open to all
citizens, but in reality long waiting times made this option exclusive to rentiers who
were supported by tidy family fortunes. Government work paid well in the eighteenth
century, yet most fu:nctions still entailed expenses that required sizeable personal
funds, as magistratesswere liable with their own assets when holding an office. Thus,
Bernese patricians eﬁ‘ectively qualify for what Max Weber described as honoratiores.
He defined this term: as a group of office-holders who monopolised their positions

based on wealth, in s#‘)ite of a political system that was formally open.”*’

Most patricianﬁi lived off country estates spread throughout the territory; often
their families owned feudal rights. Their dependence on agricultural rents explains
the popularity of physiocratic ideas within government members. An engagement in
paid work — including banking and commerce — while not strictly prohibited was
considered inappropr['iate for patricians.”*® They argued that depending on income
would affect independent judgement. Interestingly, this reservation did not to apply to
feudal income, nor to serve in foreign armies as will be discussed below. Although
Bern had guild-like i'Pstitutions with its Societies (sometimes referred to as ‘guilds’),
their economic functions of regulating markets or professions had a very limited
scope beyond the ca;{>ital. In particular, Bernese city guilds were not privileged with
respect to the territory. Most members were not active in the guild’s trade, but
belonged there by family tradition. Guilds formed the backbone of Patrician social
life and were responsible for poverty relief to destitute members. The political
importance of these Societies was twofold: membership was a condition for eligibility
to the Great Council, and for certain elections guilds had secured voting quotas.237

Thus, ruled by a patrician class of magistrates and officeholders with little economic

55 Weber, M. (1978): 290-292.
6 See the critique in Brunner (1992). Wholesale commerce and wine trade within the city were
s)atrician monopolies.

37 See Capitani (1991). The societies/guilds/corporations were called Gesellschaften or Ziinfte;
Stanyan calls them Abbeys, based on the French term,; they could also be referred to as drinking-clubs
(describing a social group that meets in a particular tavern). For the Venner-guilds and their voting
quotas, see note 225,
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interests except in landholding, Bern was distinctive from republics where guilds

played an important political and economic role, as in Zurich or Basel.>®

Patricians were aware of how susceptible their political arrangements were to
cronyism, nepotism and corruption. For instance, when a merger of two existing
customs offices was debated in 1770, concerns were voiced that this position could
become too powerful, as it would control monetary transactions worth more than Lb
150,000 (1.125m Bz). Treasurer Johann Rudolf Daxelhofer stated that ‘in republican
governments one always has to worry that credit [here in the sense of> dependency]
and favour will be preponderant.’>® One way of checking for these dangers was to
attend to the republican virtue of equality. This did not imply equality among the
whole population — not even of all citizens — but of patricians represented in
government. Those with an official function were only primus inter pares. In order to
curb overt favouritism and nepotism, strict laws regulated temporary withdrawal from
the right to vote in matters concerning family members.?*” This was part of the reason
why ballots had been introduced in elections for lucrative government offices.*! All
these constitutional safeguards were completed with mutual envy and distrust

amongst rival families, which worked as an effective internal check on patricians.

Balloting was believed to represent divine judgement, which to the historian
Hans Conrad Peyer meant that ‘favouritism was considered less dangerous than the
random election of incompetent candidates.’**? But while equality amongst
government members was strictly adhered to, the distinction between those in
government and the excluded was clear.*® The ultimate sign of this equality-cum-
distinction was reached in 1783, when all families in government were entitled to add
the noble title ‘von’ to their names. This nullified the previous difference between
noble and ordinary patrician families while setting them apart from ordinary citizens
and subjects.’** Sumptuary laws were in place to secure this social order and maintain
republican virtues. An inscription on the throne of the Mayor that referred to the

values of Liberté & Egalit¢é was duly painted over after these words ascribed a

28 peyer (1978).

29 Quoted in Beck (1923): 43. Daxelhofer was Treasurer of Vaud.

240 Peller (1953); 428-429; see also RQBE, vol. 5: 695.

241 The ballot was first introduced as a trial and then extended: Feller (1953): 332. For equality also
Wailchli (1981): 139.

42 pever (1978): 113.

43 Bichtiger (1973/74); Bernisches Historisches Museum (1998): 20-21 and Bernisches Historisches
Museum (1991): 79-103.

¥ It is said that Frederick II of Prussia mocked this with the expression: Messieurs de Berne se sont
déifiés: quoted from Wilchli (1981): 141. See also Im Hof (1977): 709.
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different meaning after the French Revolution. In Bern, as in other early modern
states, the concept of Liberty had very little to do with individual freedom and rather
implied privileges, exemptions and independences (‘liberties’) of certain groups

(‘Estates’).

Factions and Criticism

Although the Bernese parliament was not organised into formal political
parties, there were factions within the government. Families with specific interests
included the von Erlach, who owned a mercenary regiment in France and the von
Fischer, who ran the postal monopoly. Common interest also distinguished the larger
families from smaller ones, who constantly ran the risk of losing their place in the
government. At times of geopolitical crisis, each camp lobbied for its position,

sometimes influenced by their vested interests or bribes from foreign ambassadors.

Béla Kapossy has distinguished three different groups of critics of patrician rule
in the eighteenth century.?*’ The first were artisans from the city who were excluded
from government. In 1749, some of them attempted to restore ancient freedoms and
an equal distribution of privileges within the citizenry by coup d’état. Their uprising
was crushed, but news of the event echoed throughout Europe.?*® The second group
of critics were from subject territories and complained about being deprived of their
traditional economic freedoms and other liberties.**’ Rudolf Braun has described this
as the ‘status inconsistency’ of subjects who had made fortunes in business, but could
not participate in political power or lead the life of a rentier.**® An isolated attempt in
1723 to shake off Bernese rule of Vaud failed because it found little support within
the local population.?*® Only in the 1790s did Revolutionary tendencies become a
serious threat, arguably because of French support. A different kind of criticism came
from the third group, the Economic Patriots. Emanating from patrician families, they
did not question the political system per se, but its loss of republican frugality and

virtue. As an alternative, they promoted a return to (Neo-)Roman qualities of

45 Kapossy (2002).

2% 1t even inspired literary work by Lessing: See Wiirgler (1995).

7 One example is the young Edward Gibbon, discussed in Kapossy (2002).

%8 The term ‘status inconsistency’ was coined by Rudolf Braun, describing an inconsistency between
economic and political status: Braun, R. (1984).

2% For Davel, see: Mercier-Campiche (1970); Capitani (1998); Capitani (1986): 492.
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geopolitical independence based on economic subsistence and self-sufficiency.*>
Anabaptists could be added as a fourth group of government critics, as they
questioned the legitimacy of any secular authority. They were heavily prosecuted in
Bem throughout the early modern period for their refusal to serve in the militia and

swear an oath of allegiance.*”!

The Administration of the Canton

As in other patrimonial states, there was no strict separation between
government and administration in eighteenth-century Bern; independent bureaucracy
or civil service were non-existent. On the other hand, Bern did not have sinecures and
all government positions involved clerical work. Since the second half of the
seventeenth century, numerous chambers and committees fulfilled the function of
advisory councils to the government. They prepared proposals for the Great Council’s
final decision on important matters and carried out administrative tasks within their
own jurisdiction. Except for the Vennerkammer and the Secret Council, chambers
were usually staffed with a combination of Senators, (Great-) Councillors and
secretaries. The number of government chambers and committees was increased
throughout the century from 29 (1710) to 44 (1798), covering the whole range of state
functions from religion to finance. Figure II-7 shows the Bernese government
chambers ranked by date of formation as an illustration of this administrative

intensification.

20 Kapossy (2002).
2! This is also discussed in Altorfer (forthcoming).
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a mandate of Bern does so voluntarily (Ein Mandat von Bern: Wer es halten will, der

tut es gern).254

The number of senior government offices was around 60 by the mid-eighteenth
century, depending on how broadly the term is defined. 50 bailiffs represented
Bernese rule in the counties for a term of six years.”>> The Bailiwicks were ranked
into four categories by estimated income, and strict rules determined the order in
which they were balloted during an election.®® In addition to bailiffs, offices in the
city included specific functions within the government and directorships for
committees administrating salt, grain or public buildings.?*” Most positions paid well,
yet the salary embodied no indication of an office’s political importance. Since part
of the remuneration was in kind, comparisons are difficult. The list in Table II-1 is
based on a contemporary compilation that contains 230 positions open to citizens,
ranging from Mayor to simple messenger.>® The most highly paid office within the
city was that of State Clerk, who could earn up to 90,000 Bz, which was more than
twice the salary of a Mayor (max. 36,600 Bz) and more than thrice that of the Vice-
Mayor (26,375 Bz). However, the average bailiff earned at least as much, and the ‘top
ten’ made up to 150,000 Bz. In comparison, a craftsman earned roughly 1% of this

sum with his yearly salary of 1,000-1,600 Bz.2%°

24 Quoted from Wilchli (1991): 143.

255 The bailiff was usually called Landvogt, occasionally Schultheiss (Thun), Kastlan (Frutigen),
Hofmeister (Kongisfelden), Gubernator (Aigle); the French word was Bailli: Wilchli (1981): 116. See
also Bucher, E. (1944).

236 For the ranking: RQBE, vol. 5: 460-461. The classes were reallocated in 1776: Feller (1955): 441.
27 Feller (1955): 439.

%58 There are several copies of the document. I thank Myriam Chuard for giving me access to the
archives of Armand von Ernst & Cie, Bern, where I first found this document; it is now kept at the
Burgerbibliothek Bern (BBB Nachlass Wagner/von Ernst), along with another copy entitled:
Besoldungen aller M.G.H. Aemteren und Diensten [...]gesamlet von Johan Rodolph Gruner V.D.M,,
A. 1720 (BBB Mss Hist Helv VIII 53). The exact function of these lists is not clear; they were
probably used to plan careers and monitor fellow patricians. Payments in kind were capitalised in the
list itself.

9 Calculated with daily wages for 200 days per year, based on Ebener (1999): 176-183.
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Senators: min max Great Councillors: min max
Mayor 31,600 36,600 State Clerk 75,000 90,000
Vice-Mayor 26,375 26,375 Building Supervisor 50,500 65,500
Venner 33,275 37,400 Corn Supervisor 47,275 66,275
German Treasurer 24,500 25,750 Stiftschaffner 57,500 76,525
Treasurer for Vaud 41,500 42,250 Great Councillor 24,000 24,000
Senator 12,600 12,600

Salt-Senator 27,825 27,825 Bailiffs (overall Mean) 72,638 87,963
Building-Senator 31,975 34,275 Bailiffs (Top-Ten Mean) | 108,625 148,563

Table II-1: Income of Most Important Government Offices (in Bz)

Source: Besoldungen aller M.G.H. Aemteren und Diensten (BBB Nachlass Wagner/von Ernst,
courtesty Armand von Ernst & Cie, Bern), see footnote 258. Bailiffs (Top-Ten Mean) is the mean of
the 10 best-paid bailiffs, ranked by maximum income. See also the slightly different figures in Feller
(1955): 437-438. All figures are in Batzen (see Section VII-13 in the appendix).

In reference to these generous payments, Abraham Stanyan stated that

bailiwicks were

profitable, and some of them so considerable, that the bailliffs [sic] may
live splendidly during the six years of their government, and yet put in
their pockets five and twenty, or thirty thousand crowns, which is a great
sum in a country, where the law retrenches all superfluities in equipage,
apparel and furniture, and where oeconomy gsic, here in the sense of:
frugality] is so well understood and practiced.’**

However, as there was no strict separation between private and public income,
it is unclear how well the real incomes of bailiffs correlated with these expected
revenue. We only have fragmented evidence from private patrician accounts.”®' In
exceptional cases, office-holders could even finish their term in debit.”** Each bailiff
was liable with his own fortune for the administration and therefore had to nominate
two citizens as guarantors.’®® During his six years tenure, he had to live in an official
residence on site and could profit from the revenue of the state domain. He collected
all revenue, but was accountable to the Vemnerkammer that controlled his yearly

accounts (discussed below).

260 Anonymous [Abraham Stanyan] (1756): 81-82. His figures are slightly too high: Kr. 25-30,000
over a six-year period are the equivalent of c. 105-125,000 Bz per year.

261 Feller (1955): 440 and Kupfer (1947): 77.

262 See for the case of Christoph von Graffenriéd: Altorfer (forthcoming); Keller (1953).

263 Ryser (1956): 14.
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A bailiff’s duties covered the whole spectrum of state functions from the
administration of state finance to maintenance of infrastructure and enforcement of
government decrees. He was a judge who presided over trials for minor offences and
an investigator of more serious ones. Finally, his responsibilities also included the
supervision of the military, judicial and policing tasks of the communes.*** During his
mandate, the bailiff was controlled by both the Venners and subjects, who had rights
to appeal directly to the Great Council in case of malpractice. Co-monitoring between
bailiffs of neighbouring counties, as well as reporting through clergymen, were also
common practice. Furthermore, the country clerk functioned as an internal check on
attempts to exploit his office too ruthlessly.?®® The clerk (Landschreiber) was elected
for life and was usually from a local elite of ‘notables’ who had held these positions
for generations. According to the contemporary list of government positions
discussed above, there were 18 such posts open to Bernese citizens; the rest were
staffed locally.?®® Bailiffs quite often lacked the tacit knowledge about local customs
and were therefore dependent on the co-operation of their subordinates. Thus,
together with the clergymen, the local clerks acted as indispensable middlemen
between rulers and ruled. A number of minor clerks, often employed on a part-time

basis, supported the state administration.

Based on the income estimates in the list of government positions, it is possible
to calculate a relative income distribution of state employees in eighteenth century
Bern. The 230 positions of the document provide information for 417 recipients of
government salaries between 225 Bz and 150,700 Bz. The overall average income
was 20,940 Bz, the mean (geographical average) 9,632 Bz. If the incomes are ranked

by size and accumulated, they can be shown as a Lorenz curve (see Figure 1I-8).

264 For more systematic accounts of the bailiff’s duties: Bartlome (1999): 149-152; Wilchli (1981):
118-119; Wiilchli (1991); Bucher, E. (1944). The complete list of tasks for each county can be
established from their oaths (StABE B VII 25).

265 Bartlome (1999): 150-152.

2¢6 BBB Nachlass Wagner/von Ernst and Mss Hist Helv VIII 53 (see footnote 258 above). In addition
to the 18 positions in Bernese counties, the administration of Condominiums offered another three
such positions for Bernese citizens.
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Although the eighteenth century saw some intensification of state administration, this

remained at a relatively low level.

1II-5 Geopolitics and Military Organisation

In a report of 1715, a French ambassador described Bern as a military camp,
which ‘has everything it needs for war, its granaries have been refilled, and the people
are being trained by capable officers.’?®” He could have added that the canton’s army
of over 45,000 militiamen was amongst the largest in Europe at the time, albeit on a
significantly smaller scale than the French.**® However, Bern was not an ordinary
military state. Its standing regiments served abroad as mercenaries. Furthermore, the
canton had not been embroiled in any major wars throughout the seventeenth and
eighteenth centuries. This section will outline Bern’s geopolitical situation. I will first
consider the canton’s foreign policy in the context of the Swiss Confederation,
followed by an account of the incidence of wars. Finally, I will assess Bern’s foreign

policy and military organisation, including its overseas mercenary regiments.

Bern and the Pax Helvetica

Swiss cantons of the eighteenth century showed little desire for geopolitical
activity and were almost always at peace. For the most part of the century, the
cantons were within the French sphere of influence, with the Emperor’s guarantee
staving off complete subordination. Overall, the equilibrium was maintained until
1797, when the Imperial army was defeated and ushered in the end of Swiss
independence.?® Throughout the century, the cantons profited from the fact that all
sides had an interest in neutralising the Corpus Helveticum. In 1688-1691, when
France and the Empire were at war, they even agreed to jointly cover the cost for
defending the Northern Swiss border.”’® Neutrality was interpreted as a commitment

to non-intervention. Military alliances remained consistent with this concept, as long

267 The ambassador was Charles-Frangois de Vintemille, Duke du Luc. Quoted in Kapossy (2002):
233,

268 parker (1996): 46 gives the number of 395,000 French troops under Louis XIV in 1696. By 1710,
the number of troops simultaneously on foot in Europe is estimated at 1.3m. See also Wilson, P.
(1999).

269 Capitani (1986): 513.

%7 Im Hof (1977): 683.
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as they were defensive in character.”’’ In addition to a perpetual non-aggression pact
with the Empire since 1477 (renewed in 1511), the Confederation had an alliance
with France from 1663 to 1723 (renewed only in 1777).27? Since 1712, Bern was also
allied with the United Provinces.””” These alliances secured military assistance
against attacks; they also fixed the number of mercenary troops the Swiss provided to
their allies. In addition to Swiss soldiers, loans were at times used to create and foster
dependencies since the sixteenth century.”’* By the eighteenth century, Bernese
overseas loans had changed in character and become mainly financial investments
(see Chapter V).

The military system of the Swiss Confederation was federally organised and
coordinated through a treaty that regulated common border defence since 1647
(renewed in 1668).2”> Without powerful standing armies, the cantons abstained from
geopolitical conflicts. Andreas Suter has listed numerous causes for this ‘low military
profile’ of the Swiss: their territory was small and relatively poor, authorities lacked
the power to tax economic resources and internal antagonisms embodied great
potential for internal conflict.?’® The most important internal conflict in the eighteenth
century was between the Protestant and Catholic states of the Confederation, although

it was moderate compared to earlier religious conflicts.

Bern at War

After Bern’s response to an attack on Geneva by the Duke of Savoy in 1589,
the canton was not engaged in any major geopolitical conflict till 1798. In the
meantime, military incidents were limited to civil wars with the Catholic cantons
(1656, 1712) and a peasant revolt (1653). All these confrontations were short and

inexpensive; they caused few casualties and minimal economic disruption. To borrow

! Im Hof (1977): 678; see also Suter (1998): 141-156. As such, the concept was less strict than its
modern interpretation; it was not distinctively Swiss. See Geschichtliche Grundbegriffe, vol. 4: 315-
337 (article Neutralitdi).

2 Im Hof (1977): 678. The alliance of 1663 was tenured to stop eight years after the death of Louis
XIV (who died in 1715). Shortly before his death, the Catholic cantons had signed a separate alliance
with France, containing a secret clause against Zurich and Bern: Im Hof (1977): 701-709.

273 See Altorfer (forthcoming) for details.

24 See Kérner (1980).

275 Referred to as Defensionale: Im Hof (1977): 678-680.

276 Suter (1998): 152-156.
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an expression from Joachim Remak, they qualify as ‘very civil wars.”””’ Table II-2
shows the number of troops and casualties as far as the figures can be established. In
addition to actual fighting, Bern also mobilised troops at several occasions to
intervene in conflicts in allied territories and to defend its borders. Except for the

1790s, however, these incidents were on a small scale.”’®

Bernese Troops Enemy Troops
Incident Year | mobilised in battle casualties| in battle  casualties
First War of Villmergen 1656 ¢ 9,000 c 8,000 573 (462) 4,900 189 (300)
Second War of Villmergen 1712 35,216 8,500-9,400 206 (406)] c 10,000 3,700 (2,700)
French Invasion 1798 ¢ 20,000 7001 ¢ 35,000

Table II-2: Bernese Troops at War

Sources: Feller (1955): 30, 281-318; HLS (2002): article Franzoseneinfall. The figures for casualties
show dead and wounded (in brackets).

In comparison to other European wars of the eighteenth century, these figures
of troops deployed are negligible. Throughout the War of the Spanish Succession
(1703-1712), over 1.2m soldiers died on the battlefield, which equals over 100,000
deaths per year for the duration of the conflict.””” The difference is also instructive
when looking at finances. To cover the entire expenses for the Second War of
Villmergen in 1712, Bern withdrew approximately 13.125m Bz from its cash reserves
and did not levy any additional taxes.”®” In contrast, Britain’s national debt increased
almost £30m (about 4bn Bz) during the War of the Spanish Succession and had to be

covered by ever-increasing tax burden on its population.281

277 This expression is from Remak (1993), who used it to describe the Swiss Sonderbund war of 1847
compared to the US civil war.

2% In 1707, an army of 4,000 was levied for ten weeks during the Conflict of the Neuchitel succession:
Feller (1955): 226-227. Bern also intervened in Geneva in 1707, 1737, 1768 and 1782, as well as in
Fribourg 1781: Wilchli (1981): 147-148

2% Ferguson (2001): 426 (appendix A) gives the figure of 104,250 death per year of conflict, based on
Levy (1983): table 4.1.

280 Eeller (1955): 318. The war was entirely paid for by the cash reserve; communal chests for military
defence (discussed below) were not used; see also Chapter III below.

2! Dickson (1993): 10. See also O'Brien/Hunt (1999). The situation in other countries was similar:
Hart, M.t./Jonker/Zanden (1997) [United Provinces]; Bonney (1999a) [France]; Hamilton (1947).
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Mercenaries and Militias as a Virtual Standing Army

For its defence the canton relied on a two-tier system of a domestic militia and
mercenary troops that could be recalled in case of a military emergency. Thus, Bern
had a virtual standing army, positioned abroad and financed by other states. It is
questionable how reliable the commitment by other rulers to release their Swiss

mercenary troops in wartime really was.

Bernese mercenary troops were owned by private military entrepreneurs from
patrician families. They were licensed by the government and served under a contract
(‘capitulation’), which fixed the terms of service and the yearly payments
(‘pensions’) that their principal had to pay for the right to levy troops in Switzerland.
While such contributions had been a comerstone of Bernese finance in earlier
centuries, they had lost importance in the eighteenth century. In fact, pension
payments from France were not collected any more for political reasons and the
Dutch levied troops without paying pensions.’®? Terms of deployment stated that
troops could be withdrawn in case of a military emergency at home and ruled out
both offensive engagements and attacks on fellow Protestants. The treaties also
stipulated that Bernese soldiers should not be transported by sea, which was meant to
avoid a deployment beyond Europe. In reality, these terms were often ignored
(‘transgressed’). To the Swiss Confederation, mercenary troops formed an
indispensable tool of foreign policy and guaranteed that rival powers — especially
France and the Empire — had no interest in attacking their ‘reservoir’ of soldiers.2®®
For Richard Feller, they were the price to pay for neglecting Swiss border defence.”®
The cantons also reaped economic benefits from the mercenary contracts by obtaining
tariff exemptions. While the cost of this policy was financially low, it was high in
terms of individual soldier lives. This is why the trade had been criticised on political,

military, economic and ethic grounds since the Reformation.”®’

Throughout the eighteenth century, three Bernese regiments fought for the
United Provinces and one each for France and Sardinia-Piedmont. Figure II-9 shows

their effective number, based on company registers.

282 Discussed in Chapter V (particularly Section V-2).
28 For this expression; Pfister, W. (1983): 6.

284 Feller (1955): 237.

283 pfister, W. (1983): 57-58.
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well as excellent opportunities to create political networks and gain administrative
experience. For the military entrepreneurs, it offered a lucrative investment
opportunity, albeit a risky one. It has been argued that in the eighteenth century,
mercenary services were in decline and became a political favour granted by the
principals.?®® They had certainly lost in overall importance but could still be lucrative
for individual families. In 1677, an inquiry by the Bernese government revealed that
one company in France had made a profit of Lb 20,000 (150,000 Bz) in six years of
war.”! If the sum covered the whole period of six years — and the source is not
entirely clear about this point — then the profit was proportionate to salaries of well-
- paid Bernese bailiffs, who could earn as much in a single year at a significantly lower
risk. Nevertheless, the government realised that military profits abroad might make
magistrates susceptible to foreign influence and prohibited relatives of Senators and

Mayors to own regiments serving for France.**?

The canton also profited from its mercenary troops as a training-ground for the
higher ranks of the domestic militia. The military modemisation elsewhere also
impacted the Bernese army. The traditional militia of patriarchs (‘Hausvdtermiliz’)
was constantly rejuvenated, unified and better armed. While in the seventeenth
century only one member per family was drafted, the Bemese government slowly
introduced general conscription. From 1768 every able bodied man aged 16 to 60 had
to serve.”® In 1721, Bern had an Auszug of rapid units comprised of 13,200 men and
an overall army of more than 45,000. By the end of the century, the 28,000 rapid
units were combined with a reserve of 50-58,000 men.** A table of 1787 reported the
full capacity of Bernese troops to 93,688 — a figure that included some 20,000
‘incapables’.?®® Only a fraction of this was actually available during the conflict of
1798.

Based on my own population estimates, about 14.1% of all inhabitants served in
the militia in 1732; fifty years later, this share had increased to 16.5% (1782).%¢
Compared to the number of men aged 16-60, this is equivalent to 62% (1732) and

20 Capitani (1986): 472-475. It would be interesting to test these hypotheses with data from private
records of families owning a regiment. The overall number of soldiers was certainly not in dramatic
decline for Bern (see Figure 11-9).

1 Beller (1955): 92.

2 Beller (1955): 196 and Pfister, W. (1983): 32.

3 Grosjean (1953): 165.

P4 HLS (2002), article Bern: 266-267 and Feller (1955): 503-517.

23 StABE B I 271.

2% See Section IV-2 for population estimates and Section IV-5 for milita costs.
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72% (1782).°" With a soldier to civilian ratio between 1:7 and 1:6.25, Bern looks
even more militarised than Hesse-Cassel as the ‘most militarised state in Europe’ of

the time, which had a ratio of 1:15.2%

In Prussia, the ratio was 1:30. Such figures can
be misleading, however. The Bernese troops were not well trained and their
equipment was relatively backward. Compared to Hessians, Prussians or French, they
also lacked fighting practice, with the exception of the returning mercenaries in their
ranks. In principle, communes paid for the troops while they were deployed but not
for training; throughout the eighteenth century, the state treasury reimbursed them for
troop deployments. Each commune had to keep a war chest in cash (Reisgeld), whose
amount was fixed by the government. Bailiffs monitored its existence and also

supervised the training of militias, which took place for a few days every year.

In summary, the most distinctive geopolitical feature of Bern was the absence
of major wars for over two centuries before 1798. Overall, Swiss foreign policy
during that period is characterised by inactivity. The Confederation as a whole
benefited from the prevailing political equilibrium in Europe, which was the best
guarantor for its independence. This system worked well until its collapse in 1797.
Despite an isolated attempt to resist the approaching French troops, the events of
1798 showed that the canton’s defence was not only inexpensive, but also ineffective.
The combination of domestic militia and mercenary troops abroad that had
represented Bern’s virtual standing army throughout the eighteenth century proved to
be just that — virtual.

11-6 The State as Provider of Non-Financial Public Goods

While most of my research is on actions which are traceable through
government accounts, it is crucial to acknowledge that states provide important non-
financial public goods. These normative actions include securing property rights in
particular. In the first part of this section, I will discuss this for the Bernese state
- based on the specific examples of cultivation rights, mortgage credit and mercantile

law. In a second part, I will analyse the government’s economic policy, mainly with

7 Calculated with relative percentages for 1764 from Pfister, C. (1995): table 9.3 (432). I have applied
his relative estimates for the canton in its 1980 borders to the whole territory.
2% Ingrao (1987): 132.
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respect to the textiles industry and grain markets. The role of education and spiritual

public goods have been put aside because of a scarcity of information.

Property Rights

The importance of secure property rights is one of the crucial components of a
New Institutional approach to economic history (see Section I-2 above). The basic
idea is that agents will only engage in productive economic activity if they feel
assured that their assets are safe. Historically, the definition and enforcement of
property rights by the state has mostly been related to revenue extraction, with states
securing property rights in order to tax more effectively. In the Bernese case, where
taxation was minimal, property rights were still relatively secure, although with

marked differences.

Cultivation rights determined the kind of agriculture that was carried out on a
specific plot of land. In a feudal system, the landlord determined which crop was
planted. In Bern, such feudal rights were often held by communal collectives, who
decided on cultivation within the framework of a three-field crop rotation system. The
degree of feudal penetration differed across regions, however. In the Alps, communal
structures were relatively weak, and individual peasants could choose their activity
free of constraints. As a result, Alpine agriculture specialised in cattle and dairy
farming, selling its products on the market, often abroad. In the lower lands
(Mittelland), feudal structures prevailed for longer. This promoted the cultivation of
grain, which could be taxed easily in the form of tithes, whose product could then be
stored or sold. The most visible change in cultivation rights was the division of
communal lands (4//menden), which were enclosed and exploited individually. In the
second half of the eighteenth century, the enclosure movement reached the
Mittelland, although it peaked only during the Helvetic Republic after 1798.
Individual property rights of peasants provided a powerful incentive for more
productive use of land. This ultimately led to an increase in potato and dairy farming

299

in the sub-Alpine zones (Emmental) in the nineteenth century.”” The government did

not actively promote enclosures, but it allowed communes to divide common lands

after 1765 and maintained the option to regulate how divisions were carried out.>®

2 pfister, C. (1995): Chapter 4.1 and Bodmer (1973): 60-63.
3% Eeller (1955): 532.
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This was fraught with contradiction, since the main interest of the government was to
secure its tax (tithe) base, which was to a large extent dependent on feudal

arrangements.

The support for securing land titles by the government was more forthcoming.
The Bernese capital market consisted almost exclusively of mortgage contracts.
These had the form of Giilten, which in spite of their wording as rentes had evolved
into impersonal mortgages that could be terminated by both sides. Thus, the
government had secured mortgage contracts as a reliable and secure form of
investment.”’*! For many investors, mortgage credit was used as a pension, generating
a steady stream of revenue over time. Accordingly, Giilten contracts were usually
renewed after their expiry date. In order to protect investors, the government also
fixed interest rates by usury laws as part of its prerogatives as a sovereign. Earlier
mandates from 1648 and 1658 fixing the interest rate at 5% were renewed in 1731, in
spite of discussions to lower the rate in the light of an oversupply of capital. As the
main argument for extending the high rate, the government cited tradition and a
desire to avoid capital exports, but also the protection of investors, which included
widows and orphans alongside the government itself. The argument was that
lowering interest rates would deprive investors of sufficient returns.’®® Securing
mortgage contracts enabled the establishment of a domestic capital market that
allowed peasants to use land as collateral for loans. Andreas Ineichen has found that
in the Lucerne countryside, agricultural mortgages were rarely used to fund
productive investment, but rather to avoid dividing up lands for inheritance or even
out financial life-cycles.’® Credit from citizens of a republic to their rural hinterland
has also been identified as a major avenue for clientelistic relations in early modemn
Switzerland.>®* This applied to Bern, where patricians were important holders of
lands, titles and financial claims throughout the territory of the republic. Interestingly,
in contrast to the situation in most other European states, the government of Bern was

interested in the capital market as a lender, not a borrower.

While agricultural property rights were secured, the government’s support for

commercial titles was far less enthusiastic. In the aftermath of a severe banking crisis

01 See also Pfister, U. (1994).

3%2 Quoted in Schmidt, G.C.L. (1932): vol. 2, 66 (prerogative) and 122-123 (1731 report).

3% Ineichen (1992); Ineichen (1996); it can be argued that the situation in most of the Bernese territory
was similar.

3% pfister, U. (1992b); Pfister, U. (1994).
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in 1720, the Great Council attempted to reform Bernese mercantile law. The new
commercial code modernised and facilitated aspects of commercial transactions.
Business associations, bankruptcies and bills of exchange were largely regulated
following the model of the Geneva Reéglement sur le commerce. By 1728, a final draft
of the bill was ready; it was vetoed by the Great Council after a dispute about
bankruptcy courts. At the heart of the matter lay the interest of city courts
(Stadtgerichte) staffed by patricians, who were not willing to lose their income from
bankruptcy cases to a newly established mercantile court. Nikolaus Linder interprets
this failure to create a suitable infrastructure for business and commerce in the
context of Gary D. Liebcap’s argument that any (re-)definition of property rights
reflects underlying political bargaining structures.*® Applied to the Bernese case, the
lack of a vested commercial interest of patricians — and their interest in maintaining
the current solution in their favour — was an impediment to reform. A commercial
code that would enable the accumulation of proto-industrial and commercial wealth
might even represent a potential threat to patrician rule. The Great Council adopted a

strategy of ‘non-regulation’ to avoid adverse redistribution effects.’*

The same argument can also be used for the contrasting case of Giilten, where
patricians had a vested interest in making these securities safe. Government members
were willing to provide instruments for facilitating transactions because of their
involvement in this market. In addition to the perspective on patricians as an interest
group, from a ruler’s perspective, the government’s neglect of commercial regulation
can be interpreted in a similar way. Since state revenue did not chiefly depend on
taxation of industrial and commercial activities, they were not the government’s
primary concern. This contrasts with the situation in mercantile republics, where both

the state (through taxation) and its power elites gained from promoting commerce.

Nevertheless, in spite of the absence of a fully fledged mercantile law, Bernese
courts were relatively efficient and fair by early modern standards. Merchants did not
benefit from special protection, but suffered little discrimination from government
members defending their vested commercial interests. Abuses of property rights
through arbitrary taxation or forced loans were entirely absent. Overall, the

government defined and secured property rights relatively well, even if the degree of

305 With reference to Liebcap (1989).
306 L inder (2004): 199-202; for the commercial code: 169-182.
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judicial fragmentation between social groups was high compared to modemn legal

systems in which all citizens share equal rights.

Economic Policy

The Bernese government adopted its first consistent economic programme in
the late seventeenth century by introducing a Commercial Council (Kommerzienrat),
modelled after the French Conseil de Commerce under Colbert.*®” Its intentions were
to attract manufacturing industries, mainly by encouraging the settlement of
Huguenot refugees after the revocation of the edict of Nantes. The strategy had
limited success, as most refugees used the canton as a temporary base before
migrating to the Netherlands or Britain.*® The ‘mercantilist’ spirit of Bernese
economic policy prevailed for decades, in spite of a fading importance of the
Commercial Council. With the manufacturing mandate of 1719, Bern had shifted
entirely to a territorial economic policy, which granted little privilege to the capital
over its territory. In this, the canton differed significantly from other Swiss republics
in which mercantile elites managed to impose important protection vis a vis of their
hinterland.*® With the exception of salt, the government avoided the control of
commercial activities, although it set boundaries for agricultural commodities. Grain
mandates declaring temporary export bans provided a ‘fine and flexible’ instrument

for securing sufficient supplies.>'’

Physiocratic ideas became prominent in the second half of the century; they
centred on the Okonomische Gesellschaft of the Economic Patriots, in which
numerous patricians were active members.>!' The Gesellschaft promoted agrarian
modernisation, considering productivity increases within the existent agricultural
system as the solution to the canton’s autarchy. Physiocrats recognised that free grain
trade could create incentives for higher productivity. However the Economic Patriots
failed to see that changing the agricultural pattern of early-modern Bern also meant

questioning the way the state was funded and legitimised. Given that their members

397 L erch (1908); Schneider, H. (1937); Bodmer (1951) and Bodmer (1973).

3% See also Kiing (1993) on the Huguenot refugees.

3% Gee the comparison in Bodmer (1951) or Braun, R. (1984).

319 Bodmer (1973): 27; see his list of grain mandates in Table 1 (94-101).

311 Baeschlin (1913); Pfister, C. (1975) and Pfister, C. (1995); Kapossy (2002). The Bernese
physiocrats did not necessarily share orthodox views on taxation [see Bonney (1995a): ch. 6.5]. 1
understand physiocracy in this context as a stream of thought that considers agriculture as the main
economic activity and key contributor to state finance.
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were mostly from patrician families, this blindness was not a surprise.’’> The
enclosure of common lands went hand-in-hand with untying production, which

313 Therefore, in its

implied that cultivation should be free from any feudal constraint.
ultimate consequence agricultural reforms would have undermined the state in its
existing form. Christian Pfister argues along the lines of William Abel that the
changing doctrine towards Physiocracy needs to be considered in the context of
falling rents for patricians since the 1740s. Demographic stagnation or even decline
led to a decrease in profits for large landowners and rentiers. In this situation, the
incentives to increase production were absent because demand was not growing. This

situation was considered dangerous for both the state and patrician families.*'*

While urban guilds had little influence on the state’s economic policy, they
often held important local privileges and wielded strict control over their own trade.
They set standards for the quantity and quality of products, regulated apprenticeships
and settled commercial disputes. However, an important limitation to the guilds’
economic power was the government’s similar treatment of urban and rural
producers. Secondly, it promoted the establishment of rural guilds in the countryside.
These were similar to their urban counterparts, although usually even less successful
in enforcing privileges. In practice, this led to the co-existence with a non-guild sector
(‘Stiimper’) in rural areas. It consisted of day labourers who worked in agriculture

and industry, as well as itinerant craftsmen (‘Stérarbeiter’).3'

With its territorial economic policy that did not favour the capital city, the
Bernese case provides a counter-example to Ulrich Pfister’s explanations about the
political protection of markets outlined in the introduction.’’® His model accurately
describes the situation of the largest part of the textile industry in eastern Switzerland
dominated by the guild-run cities of Zurich and St. Gallen, as well as the response by
their rural competitors in Appenzell or Glarus. In Bern, the absence of an urban
merchant elite pushing for protection might explain why proto-industry only
happened at a time when ‘ruralisation’ had already set in elsewhere. The political elite
had no direct interest in textiles, arguably because their alternatives for obtaining

incomes through government offices and mercenary services were profitable enough.

312 pfister, C. (1995): 175-180.

313 gee Pfister, C. (1995): 179-180, referring to Hausler (1986): 195.
314 pfister, C. (1995): 178 — see also Abel (1966).

315 Meier (1986); Graf-Fuchs (1940).

316 pfister, U. (1996a); see the discussion in Section I-2 above.
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The government supported the introduction of export industries as a way of
generating employment and improving its negative balance of trade. Tax reasons
were not important, since this sector was virtually untaxed. From its late start in the
seventeenth century, the state did little more than securing the working of a domestic
market for semi-finished and finished products and left the rest to private initiative.
Compared to the other textile centres, Bern did not successfully transit to industrial
production in the early nineteenth century, for which arguably a lack of marketing

know-how and ‘entrepreneurial spirit’ was responsible.*'’

The Bernese manufacturing mandate of 1719, while banning textile imports,
stated explicitly that its production was free.’'® State-employed clerks (commis)
policed the import ban and reported the amount of domestically produced cloth to the
Commercial Council. It is not clear for how long these reports were actually produced

d.*" In 1758, the government regulated the production of

as only few have survive
linen by mandate, followed by a regulation for cotton three years later.’®® The aim
was to secure exportability of the final product, deemed necessary for the balance of
payments; the government did not intervene in the organisation of production as a
belated acknowledgement of the existing market-based system. While the Bernese
manufacturing mandates left methods and quantities unregulated, they imposed
standards for textile products which divided them into different qualities.** State-
employed controllers (Tuchmesser) had to measure and certify all cloth sold on the
market, for which they received duties. Based on controllers’ records, Jean-Jacques
Siegrist estimated their cost at less than 1% of the final product price.*”* As my
empirical analysis will show, they were also unimportant for Bernese state finance.**
Since duties were neither levied on the textile industry, nor on the income from this

activity, it can be considered tax-free.32*

Assuming ‘Smithian’ market expansion as the main form of economic growth

in early modern times, the degree of market integration would be the test for the

*'7 Bietenhard (1988): 288-292.

18 Graf-Fuchs (1940): 189.

319 1 erch (1908): 63-67. The instruction of the commis can be found in StABE B V 4: 1-18, 79-83 and
134-138.

320 RQBE, vol. 8/1: 614-618; 171-172; 175-179 (for cotton).

321 RQBE, vol. 8/2: 615 and 176; Bein (1920): 50.

322 Siegrist (1957): 15-18. For an analysis of production volumes based on the Tuchmesser lists, see
footnote 213 above.

2 See Chapter IV below.

324 This was the same for textiles in Britain, see O'Brien (1994): 212; O'Brien/Hunt (1999): 64-65.
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effectiveness of the Bernese territorial economic policy.’” If the policies were
successful, the level of market integration defined as the absence of arbitrage profits
and stable transaction costs for the same good in different markets should decline
over time. Even for the most important commodity of the time, grain, information is
scarce; hence empirical results should be considered very carefully. Anton
Brandenberger has found that Bernese grain markets were well integrated with each
other, confirming earlier statements by Christian Pfister.>*® Brandenberger has further
found that the Bernese market was less well connected with grain markets in
neighbouring countries. It is not clear to which extent the difference can be attributed

to distance (transportation cost) or to political factors.

In summary, property rights were well defined and secured, although
commercial rights did not benefit from particular protection. The degree of judicial
fragmentation was certainly high by modern standards, but Bern was not an outlier in
an eighteenth-century context. The government’s economic policy was mainly
characterised by inactivity, leaving ample room for individual initiative, though this
was not sufficient to create a dynamic economy. Some possible explanations for this
failure are the lack of social and political mobility for successful entrepreneurs and
the lack of protection in a mercantilist world, in which market access was not free.
Also, the size of the domestic market was small, and there was little integration

beyond the cantonal boundaries.

11-7 The Fiscal Constitution

To modern scholars, the fiscal constitution of early modern Bern was rife with
inaccuracies. The accounting system was not transparent, responsibilities were
ambiguous, and the distinction between official and private fortunes flawed. In short,
it was a patrimonial structure, burdened by a long tradition of path dependent
institutions. While the government promoted standardisation throughout the
eighteenth century, changes were incremental and slow. The aim of this section is to

provide the necessary background information for the empirical analysis of state

325 See Epstein (2000). For market integration also: Bateman (2006); Weir (1989); Jacks (2004).
326 Brandenberger (2004): ch. 4. Pfister had argued that grain prices of Bern and Nidau were highly
correlated, without explicitly referring to market integration: Pfister, C. (1975): 151 (footnote 7).
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finance in subsequent chapters. It focuses on accounting practices, which can also be
considered as an illustration of how reforming the Bernese state was ongoing and
incomplete. While the government tried to impose some standardisation and
transparency, it was reluctant to go the full way, for this had the potential to
undermine its own legitimacy. I will start by briefly explaining the two-tier system of
monetised and non-monetised transactions, then discuss the use of accounting

techniques and auditing.

Collecting Revenue with a Partly Monetised Accounting System

As will be discussed in more detail in the next chapter, the Bernese state did not
have a central budget (see Section III-3 in particular). The word ‘budget’ has to be
qualified in this context as the government did not have any explicit financial

d.>?" In the Bernese

forward-planning; or if it had, the documents have not survive
accounting system, different types of accounts co-existed and their content partially
overlapped. The Deutsch- and Welsch-Standesrechnung were the closest equivalent
of a central account, but they did not contain all revenue and expenditure of the state.
In particular, numerous transactions that occurred at a local level were not included.
They were recorded in bailiff ledgers, from where an eventual surplus was transferred
to the Standesrechnung. The system is symptomatic for the incomplete separation

between government office and private fortunes in the patrimonial Bernese

administration.

As explained above, each bailiff was accountable for his office with his private
fortune. An incumbent bailiff had to purchase the inventory from his predecessor.
This was recorded as his debt towards the state (Restanz), to which all revenue that he
collected were added and expenditure subtracted. An eventual surplus in his account
showed as an increased debt of the officeholder towards the state and vice versa.
Bailiffs were the cornerstones of Bernese revenue collection. The administration
relied on a sophisticated accounting system that combined monetised transactions
with transactions in kind because a large number of revenue accrued in grain and
wine. The main source of revenue in kind were tithes, which had to be delivered in

grain and could not be paid in cash. The Bernese government auctioned off tithe

327 This was not uncommon for early modern states: Bonney (1995c): 428-431; Korner (1981):
appendix 1.
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collection to the highest bidder in each county, following a system of checks and
balances to ensure achieving the highest possible price.>*® Tithe collectors then
delivered a fixed amount of grain and wine to the local bailiff, regardless of the
outcome of the harvest. As a safeguard against moral hazard, the bailiffs themselves

were not allowed to bid for tithe collection, nor were their relatives.’?’

Part of the state’s revenue in grain was used directly for expenditure, ranging
from salaries to subsidies for the poor or payments for services. In years with
abundant harvests, part of the tithe receipts went to the public granary which the
bailiff administered. In June and January, bailiffs received instructions from the
Vennerkammer about the exact amount of grain they were allowed to sell on the
market; selling grain without explicit permission was strictly forbidden.>*® From
1731, bailiffs had to record their grain sales on behalf of the government. As
remuneration, they received a share of the proceeds, usually one fifth, seventh or
ninth, depending on the amount sold.”>' Bern thus adopted a system that was based on
market prices and set an incentive for high prices for the bailiff. Its effects will be

discussed in more detail in Section ITI-6 below.

The Use of Numbers and Tables

All Bernese accounts were kept in handwritten ledgers. They varied in format,
size and quality, ranging from relatively simple booklets to luxurious leather-bound
volumes illuminated with coats of arms and lavish calligraphy. In general, the more
important the office was, the more intricate and ornate was its ledger.>*? Typically for
a patrimonial administration was the way in which accounts were written as personal
statements (‘My account as Treasurer in year X’ rather than ‘the accounts of the
Treasury for year X’). The books listed revenue and expenditure by category, usually
distinguishing between ordinary and extra-ordinary transactions.>*® Ledgers finished
with an account balance and auditing remarks by the Vennerkammer, for which the

officeholder would leave a few blank pages. Some accounts also contained an

328 pfister, C. (1975): 97-99. Bailiffs also did not get a commission for tithe collection.

329 StABE B VII 25: §17.

330 Bucher, E. (1944): 107.

33! This was called the fifth (seventh, ninth) penny. The larger the amount sold, the smaller was the
share. See Bucher, E. (1944): 107 and StABE B VII 25: §9b.

*32 For the formal aspects of the Deutsch Standesrechung: Leuenberger-Binggeli (1999).

333 Bonney (1995¢): 428-431.
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appendix that specified the content of public inventories or gave details about
transactions, such as grain sales or collected fines. Double-entry bookkeeping with T-
style accounts was only used for offices with a commercial nature, such as salt
ledgers, overseas investment or grain chamber accounts. Bailiff accounts and
Standesrechnungen did not use this technique. For the former, this can be explained
by a lack of accounting know-how by Bemnese patricians. For the latter it is more
surprising, since the Treasury used double-entry bookkeeping for its daily work, as
evidence from a control ledger and journal for the years 1720-1733 proves. The
booklet contains credit and debit statements for each office, listing all transactions
between the Treasury and this office in chronological order; records were crossed out

when counter-booked.>**

Arabic numbers were been introduced into Bernese accounting in the late
seventeenth century, which overtook the use of roman letters in the eighteenth
century.335 Transactions were recorded in separate columns for each currency sub-
unit, of which there were normally two (see Section VII-13 in the appendix for
details). This made adding page sums and grand totals (‘summa summarum’”) easier
and more reliable. In many cases the sums were first added by pencil for a final check

before being written down in ink.

The list of categories in the Bernese ledgers became more standardised over
time. Regional differences vanished, and bailiffs increasingly had to follow the same
practice. There never was a full set of rules applied to all offices, however, and the
change was gradual. Grain mandates had instructed bailiffs about how to look after
public granaries for centuries. These regulations also dictated a strict separation

3¢ In 1757, public grain policy was

between private and public grain inventories.
reformed and unionised throughout the canton. Grain mandates released in this year
were more detailed than any of their predecessors. The historian Ernst Bucher has
accused the government of ‘schematism’ and a willingness to control every minute
detail of administration.®” However, imposing some degree of standardisation and
consistency through enforceable accounting standards was probably the only way to

avoid officeholders taking advantage of their powers.

334 StABE B VII 440.

35 [ euenberger-Binggeli (1999): 177-178.
36 StABE B VII 25: §7-17.

37 Bucher, E. (1944): 114.



Chapter II: Res Publica Bernensis 98

Further along the process of standardisation, the government compiled a
consistent collection of all bailiff oaths of office in 1779.3*® This gave an overview of
their duties, which were unified in a similar fashion. Up till that time, decrees and
instructions had been collected unsystematically in large volumes. It can be
presumed that before the reform, most bailiffs learnt their duties either through
custom or from relatives. They also benefited from the fact that the local clerks
(Landschreiber) enjoyed lifelong tenure and accumulated significant practical
knowledge. Although accounts officially were in the name of the officeholder, most
were probably written by their clerks. Format and phrasing were usually copied from
predecessors and therefore changed little over time. Parallel to the reformation of the
bailiff oaths, their superiors — the Venners — also received new and more concise
instructions. To make the break from previous ‘path dependent’ traditions more
obvious, the new set of rules was organised by topics, rather than chronologically by

simply adding new rules in the order they were issued by the Great Council.**

Since the 1760s, the Bernese administration made widespread use of tables to
compile data. With this new system, proto-statistical surveys were made much
easier.>*! For a grain inventory enquiry in 1757 and the 1764 population census, the
government even printed forms for bailiffs and priests to complete. Similar tools were
later applied for collecting financial data from across the canton; I will use them for
my long-run analysis of state finance (see below, Section III-4).>** It is not clear if
these tables were written in retrospect or constantly updated. What matters in this
context is the sheer existence of such compilations, which prove how the government
tried to overcome the problems of a fractured financial organisation. This was driven
by a desire for more transparency and the need to obtain better information for
political decisions. The fact that this conflicted with the principle of secrecy in
financial matters can probably explain why the ultimate reform, to introduce a central

budget for the state, was not taken.

3% StABE B VII 25 and 26.

3 StABE B VII 21 and 444.

30 StABE B VII 5 and 6. For example, the new version of 1778 left blank pages for later additions.
341 gee also Pfister, C. (1995): 41-50 and Kellerhals (1984).

2 StABE B VII 2179.
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Auditing
The Bernese accounts were formulated to be read before the Great Council as

the ultimate institution that every officeholder was responsible to. Accordingly, the

opening paragraph sounded similar to that of the Aarberg bailiff in 1782:

Mine, Johann Rudolff Wagner’s, bailiff of the county of Aarberg, second
account and report of all my revenue and expenditure concerning this office,
from new year’s day 1782 until the same time 1783.>*

Before reaching the Great Council, each ledger was presented to the
Vennerkammer for auditing in a process called passation. This took place in spring,
usually a few weeks after the end of the financial year of an office.>** The Venners
scrutinised each account for accuracy and calculation errors; they also made sure that
all relevant revenue and expenditure was included. Finally, they subtracted
expenditure from revenue and, if necessary, included previous arrears to determine
each bailiff’s new debt towards the state. If they discovered irregularities, the Venners
made comments, which were then referred to the Great Council along with the details
of the account. A copy of their comments was kept in the Abusen-Buch, which served
as reference for future controls.** For the above mentioned example of Rudolf

Wagner’s 1782 account for Aarberg, the passation record reads as follows:

On Monday, 10th of February 1783, His Excellencies the German Treasurer
and Venners listened to Mr Johann Rudolff Wagner’s, currently bailiff in
Aarberg, 2nd official account, and under the usual caveat of (fraudulent)
miscalculation, [have] passed and accepted [his account], through which, after
[(...) minor corrections], Mr the bailiff has been gratified with some grain[;]
then revenue [has] been compared to expenditure, and been settled, the same
[bailiff], including his previous arrears in grain, owes to His Excellencies 669
Crowns, 20 Mt of wheat, 20 Mt of mill corn, 75 Mt of rye, 1769 Mt of spelt
[and] 540 Mt of oats. Actum ut Supra.346

The formula for Vaud ledgers differed slightly in wording, stating the account
was accepted as an ‘honourable and true business under the caveat of (fraudulent)

miscalculations.”**’ It ultimately contained the same disclaimers. The crucial point is

33 StABE B VII 862. For the orginal text, see Section VII-3 in the appendix.
34 See Section VII-5 in the appendix for the starting dates of the financial year.
3 StABE B VII 27.

34 StABE B VII 862. For the orginal text, see Section VII-3 in the appendix.
347 Moudon account 1782: ACV Bp 34/38.





























































































































































































































































































































































































































































































































































































































































































































































































































































































