
Industrial structure, 
capital markets and 
the origins of British 
economic decline 

William P. Kennedy 

The right of the 
University of Cambridge 

to print and sett 
all maimer of books 

was granted by 
Henry Vlll bi 1534. 

The Unirersity has printed 
and published continuously 

since 1584. 

CAMBRIDGE UNIVERSITY PRESS 
Cambridge • 
London New York New Rochelle 
Melbourne Sydney 



Contents 

List of tables Pa9e 

Preface xi 

1 Introduction 1 
The puzzle of the Victorian economy: two perspectives 1 
A first step towards resolution of the puzzle 10 

2 Economic growth and structural change 16 
A procedure for evaluating structural shifts 16 
The structure of output in the United States and the United 

Kingdom, 1870-1913 22 

3 The consequences of structural change in the Victorian economy: a 
counterfactual estimate 58 

4 Limits to British growth? The balance of payments and supply of 
labour 78 

5 Institutional obstacles to structural change: British capital markets to 
1913 110 
The problems of market segmentation 110 
Capital market evolution in the nineteenth century: an overview 115 
The development of the British capital market in the nineteenth 

century 120 
Victorian capital markets' in operation - three illustrations: electrical 

engineering and electricity supply, automobiles, and chemicals 134 
Biases in Victorian capital markets 144 



viii Contents 
t 

6 The economics of British foreign investment in the late nineteenth 
century 148 
Introduction 148 
The characteristics of British foreign investment, 1870-1913 149 
The consequences of British foreign investment, 1870-1913 153 

Appendices A, B, and C 
A: Distribution of employment (1911) and output (1907) in the United 
-Kingdom (summary); B: Distribution of employment (1910) and 
output (1909) in the United States (summary); C: Distribution of 
employment and output in construction, manufacturing, and mining: 
U.S. (1909) and U.K. (1907) (summary) 

Appendix D 
Calculation procedures 166 

Appendix E 
Part I: Characteristics of British foreign investment - geographical 
and industrial distribution and rates of return 177 
Part II: Estimates of yields on British domestic fixed capital 186 
Part III: Exports and domestic consumption of selected commodities 
produced in Britain in 1907 189 

Notes 192 

Bibliography 214 

Index 226 

164 


