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What should government do? What should it leave to others? This debate, though not always articulated, is as old as settled societies, but it has been reinvigorated by the collapse of socialism and by the privatization of state sectors. It is likely to rage throughout the twenty-first century, producing a contraction of the state, just as the first three-quarters of the twentieth century saw the state's expansion. An overview of history shows that this waxing and waning of the state is a recurrent pattern.


It ought to be possible to define the state's role in absolute terms, applicable anywhere at any time. The argument, as I used to present it to Margaret Thatcher when she was prime minister, runs as follows. The state is and always will be inefficient at doing things. Hence, its activities ought to be confined to those activities that must be done but that cannot be done by the people themselves. As many of the chapters in this book illustrate the people can often do for themselves more than is thought they can do, yet history teaches that, on the whole, the role of the state has not been defined by any sensible account of what it ought to do but rather by its capacity. If the state can, it nearly always does.


The ancient theocratic states, in which divine as well as secular powers were embodied in the monarch, did more or less everything of importance. The pharaohs of Egypt, for instance, ran trading expeditions to forward their immense public works programs. And the Old Testament shows King Solomon, who did not claim divinity but was a powerful ruler by the standards of his time and place, taking charge of the importation of scarce materials and the recruitment of skilled workmen. In due course, however, nontheocratic societies emerged in self-governing towns on the eastern Mediterranean littoral and in Greece that were characterized by a large private sector, by a limited central authority, and often by rudimentary democracy. In ancient Greece, the city authorities, landowners, and merchants worked together to establish overseas colonies, which in turn flourished and became independent self-governing cities. Prosperity was usually linked with a limited state and oligarchic democracy.


When the Roman Empire in the West disintegrated, the ensuing Dark Ages saw state functions assumed by powerful private individuals or defensible cities. Hundreds of local mints, for instance, issued their own coinages, which rose or fell according to their integrity and interestingly were often run by archbishops or bishops (presumably to confer some credibility to the implicit promise of the mints not to debase the currency). The so-called feudal system, often used as a synonym for backwardness, was in fact a series of ingenious devices to fill the power vacuum left by the fall of Rome. The king, who lacked the means to govern wide territories effectively, divided them among his tenants in chief, who provided units for his army and certain cash dues in return for the right to administer justice, control local government, and supervise towns. Such towns paid to run their own markets and, if big enough, were incorporated as cities and had a charter from the king listing their privileges.


The corporation is one of the most important inventions in history. A small-scale alternative to the state for many purposes, it has some of the legal characteristics of the individual but is also perpetual, protean, and ubiquitous—evident by the fact that it is still in universal use today after a millennium and a half of service. The English developed it, both in legal theory and in practice, as a means to get things done. They also practiced the principle of delegation. In Norman times, the king delegated immense powers to the bishop of Durham in the North, the earls of Chester in the Northwest, and the Marcher lords on the Welsh frontier. These potentates had their own miniature governments or councils to strive to ensure law and order, to raise taxes, and to build public works, as well as to defend their inhabitants. In the more settled parts of the country, landowners and responsible clerics were appointed justices of the peace (JPs), who met quarterly—or more often if required—to try cases, order public works, and deal with any business that arose. The system, which historians have termed “self-government by the king's command,” was on the whole efficient and certainly cheap, for JPs were never paid. Until the third quarter of the nineteenth century, quarter sessions were still the main instrument of local government in England and Wales, and they cost the taxpayer virtually nothing.




As the first signs of capitalism emerged and it became possible to raise comparatively large sums for investment in major projects, bold men—the term used was merchant adventurers—pooled their resources to buy ships and hire men for overseas ventures. In England in particular (and to a lesser extent in France and the Netherlands), the private sector thus played what was often a predominant part in foreign and colonial policy. In exploring and exploiting the New World, Spain and Portugal, which had no middle class or capital market, employed all the resources of the state to penetrate Latin America. In England, the state played only a minor role. The process began in Ireland, where entrepreneurs known as “undertakers” were allotted the lands of the “wild Irish” and undertook to settle them with former soldiers turned farmers. That was how Ulster was colonized by Protestants. A typical adventurer was Sir Walter Raleigh, who made a good deal of money from his settlements in Ireland and then invested it in the first transatlantic colony at Roanoke in what is now North Carolina. The venture failed, but valuable lessons were learned. A more profitable expedition was Sir Francis Drake's voyage around the world, in which Queen Elizabeth was a minority shareholder, investing one ship and stores. This voyage was one of the great financial coups of history. Partners received forty-seven pounds sterling for every pound invested. The queen's share was enough to pay off England's entire foreign debt and still leave forty-two thousand pounds for investing in the Levant Company. This company was one of a number of semiprivate trading enterprises that laid the foundations of the future British Empire, which at one time covered a quarter of the surface of the globe. I call them semiprivate because they operated under royal charters that gave them legal privileges and in some cases monopolies. As they became more important and actually administered foreign territory, they worked in conjunction with the state. The largest was the East India Company, which ran English territories in India for 250 years. It had its own system of government, its own administrative service, and its own army. Lord Clive, victor of the famous Battle of Plassey in 1759, was not a servant of the state but of the company. It was only in the 1870s that the company was taken over by the state and Disraeli made Queen Victoria empress of India.


More important because more durable was the creation of the thirteen colonies of North America. The state had very little to do with this process, which was to change world history, beyond giving charters to the various companies. The Jamestown settlement of 1610 was run by the Virginia Company, under Lord De La Ware (or “Delaware,” as they wrote it). Ten years later the company granted eighty thousand acres and fishing rights to the Pilgrims of the Mayflower. All the early settlements were conducted by private enterprise under distant and irregular state supervision; this was another case of “self-government by the king's command.” John Winthrop had been a justice of the peace in England, so he understood the system well. The colonies drew up their own constitutions, using the English practice as a rough model, and created their own elected assemblies. The first contested election in the New World was held as early as 1637, without any reference to the English government. Toward the end of the seventeenth century, the English state, growing stronger, began to realize the potential wealth of the American colonies and tried to assert its authority over them, but by then it was too late. The colonies already had their own ways of doing things and their own democracies, even if the king still appointed governors. When the test finally came during the American War of Independence, the Americans could already look back on 150 years of devising their own institutions.


If we peer into the origins of English institutions, which in many cases became the exemplars for those in America, we find that success was the result of a partnership between the private sector and the Crown, often in the form of self-perpetuating, nonprofit institutions. This arrangement worked particularly well for schools and university colleges. Eton College, for instance, was founded by Henry VI in the fifteenth century but was thereafter run by a corporate body under a provost, himself appointed by the Crown. Many Oxford and Cambridge colleges operated a similar system, a partnership between the fellows and the Crown, with the fellows making virtually all the decisions but with the Crown sometimes retaining powers of appointment to college headships (e.g., the dean of Christ Church, Oxford, and the provost of King's College, Cambridge). The American university system evolved in a similar manner, though the role of the Crown was necessarily smaller and eventually vanished.


This system of private ownership or management of institutions forming the basic infrastructure of the country, sometimes in partnership with the state, reached its maturity in the eighteenth century. The power of the state was minute, or, rather, much of it was delegated to a variety of institutions and individuals. In a famous essay pointing out the pretensions of economists who argued that the private provision of lighthouses was impossible, Ronald Coase showed that private provision had long been the norm in Britain under the auspices of Trinity House (see Alexander Tabarrok's epilogue [chap. 15] for more on the pretensions of economists). Trinity House was just one example of how the public creation of private institutions operated to improve society. Schools, colleges, town corporations, hospitals, workhouses, owners of private army regiments, the Royal Exchange (which ran the capital market), and owner-builders of roads and canals (the king also owned a number of roads in his private capacity) provide many other examples of a similar beneficial process. Private acts of Parliament were an important part of this history. As Stephen Davies discusses in chapter 2, private acts of Parliament authorized, for instance, the building of turnpikes, canals, urban developments, and later railways in a way that allowed progress without unduly restricting rights to property (see also Daniel Klein's chap. 4 on the provision of turnpikes in the United States). The Industrial Revolution of the period 1760–80, which saw the world's first acceleration into self-sustaining economic growth, was entirely the work of private enterprise. The state had nothing to do with it. Lord North, prime minister during the crucial period, went to his grave without realizing that he had presided over one of the most important developments in history. This “mixed economy” system of doing things—in which individuals and corporations played the major role—was adopted, improved, and made more efficient in the United States.


However, what the state can do, it usually will do—unless firmly resisted by powerful interests. The state began to expand, at first hesitantly and then with increasing confidence as communications improved; national wealth and the state's share of it increased; and democratic public opinions, spurred by a free press, emerged to make demands for human betterment that could not be supplied by the private sector. The nineteenth century saw the state in Britain and the United States running, for the first time, schools, hospitals, and road systems, as well as regulating factories and other places of work. These changes laid the foundations of the Leviathan state of the twentieth century. Great wars speeded the process. The Napoleonic Wars brought, for Britain, the first income tax, which belatedly came to the United States a century later. The income tax proved the greatest engine of state activity the world had ever seen. The American Civil War effectively created an expanding, omnicompetent federal government and abolished much of the delegated authority of states’ rights. World War I saw the state involve itself deeply in the economy, taking over and building factories and infrastructure and assuming powers that were later to be exercised in peacetime, permanently. World War II pushed the process further and promoted what were to become welfare states, protecting or oppressing the individual from the cradle to the grave. The assumption now subtly changed. Whatever the state could do it should do. In the democracies, advocates of the expanding state were impelled not so much by the lust for power as by a quasi-religious faith in the virtues of the state. The state was morally superior to private enterprise because it was not motivated by the desire for profits, and it was a source of greater wisdom because it could mobilize all the resources of the intelligentsia. In the 1950s, the leading proponent of the state in Britain, Professor Richard Titmuss of the London School of Economics, argued that the state had a positive duty to enter all areas of life the instant it was in a position to do so. He gave an example: “As soon as we can control the weather, the government must have a weather policy.”


The contraction of the state during the last quarter of the twentieth century came about almost entirely on an empirical basis. One factor was the abysmal failure of the state in its most expanded form—the command economy of the Soviet Union (and of its many imitations in Eastern Europe, Africa, Asia, and Latin America). Other factors were the rising cost and increasing inefficiency of the public sector in Western democracies and the realization that the state was performing badly even in its core duties. In the West, the big metropolitan city was seen as the arena where the state had failed most conspicuously: poor schools, bad but expensive housing, congested traffic, inadequate public services, rising crime, race riots, high cost of living, unemployment, and shortages in skilled labor—all combining to make life in the big city uncomfortable, expensive, and dangerous.


The privatization programs of the 1980s, which still continue, served to open a wide-ranging debate on the role and limits of the state and the extent to which cooperative or private enterprise could take over activities where the state was manifestly performing badly. This volume of essays by distinguished scholars is an important contribution to this debate, and I commend it to everyone who takes a serious interest in trying to make life better for the average citizen. What I particularly like about the contributions is the absence of ideology. There is, for instance, no assumption that profit making or individual enrichment is essential to efficiency in providing services. Quite the contrary, indeed. Nonprofit organizations, driven by altruism and the noble desire to serve the public, have an important role in replacing the state, as in the past. Likewise, there is a case for examining opportunities for the private sector and the state to cooperate in projects or, alternatively, to compete with each other to give the public the best possible deal. What is particularly valuable in the present debate is its freedom: nothing is ruled out on principle, all propositions are seen as worth exploring, and experiment is at the forefront of all activity.




We learned many lessons the hard way in the twentieth century. I suspect that the twenty-first is going to be an exciting period in which our increased wisdom will be applied in novel and surprising ways, improving the quality of our lives and offering matchless opportunities for able men and women to serve humanity. We must put aside all the old prejudices about the state, on the one hand, and about capitalism, on the other. Let us forget about the ideologies of the twentieth century. But that does not mean we must discourage ideas. Now is a time for imagination and fresh thinking. Every concept is worth exploring. The only tests must be: Does it work? Can it be made to work? I am confident—and I envy those who will live to see the change—that in fifty years’ time we will be running things, not least our cities, towns, and communities, in radically different ways, which will respond much more closely to human needs than do our present methods. That world will not be Utopia, but it will be, to use the favorite term of the Victorians, an “improvement.” This book is its signpost.
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Toward a Rebirth of Civil Society


David T. Beito, Peter Gordon, and Alexander Tabarrok
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If the most remarkable political events of the twentieth century were the fall of the Berlin Wall and the demise of socialism, then its most auspicious intellectual realignment has been the widespread rediscovery of the virtues of free markets. Today the left and the right have reached a consensus that markets and supporting institutions, such as secure property rights, a sound currency, and a free capital market, are necessary for the material progress of both developed and developing nations.1 Debate has not ended, however; it has only shifted to higher ground. Markets may be necessary for material progress, but are they sufficient? And what exactly do we mean by progress? Growth in average income is not the only desirable aspect of an economy. Can a market economy protect workers from economic downturns? Can it provide for the downtrodden and unfortunate? And, rising to yet higher ground, what about nonmaterial progress? Can markets be equitable? Can a market society develop community?


The authors of this volume join the debate on the higher ground. They argue that the scope for markets is wider than is now recognized and present exciting evidence that voluntary and contractual arrangements can also develop communities and deliver social services. In part, their evidence comes from a rediscovery of the history of voluntarism in the social services. For example, David T. Beito (chapter 8) and David G. Green (chapter 9) recount the remarkable history of fraternal orders and friendly societies in nineteenth-century America and Great Britain. Fraternal orders and friendly societies provided their members with medical care, unemployment insurance, sickness insurance, and many other social services before the welfare state. Nor were these institutions marginal to their times. Green notes, for example, that “[w]hen the British government introduced compulsory social insurance for twelve million persons under the 1911 National Insurance Act, registered and unregistered voluntary insurance associations—chiefly the friendly societies—already covered at least nine million individuals.”


The example of fraternal orders and friendly societies is an important one because it illustrates that the authors do not have a blinkered view of either markets or human nature. With respect to markets, too often the vital role of the nonprofit sector has been ignored. Proponents of markets, especially neoclassical economists, tend to argue as if the profit-maximizing firm were always and everywhere an ideal and as if any attenuation of profit incentives, whether in a nonprofit firm or in a government bureaucracy, were always an unwelcome divergence from this ideal. Proponents of government, while more supportive of the idea/ideal of nonprofits, tend to see the nonprofit sector in capitalist societies as weak, frail, and entirely marginal to the dominant ethos. Yet in contrast to both views, the nonprofit sector in the United States today accounts for some 10 percent of the gross domestic product (GDP) and nearly 15 percent of total employment (Sokolowski and Salamon 1999).2 Moreover, the nonprofit sector is a major player in such important industries as health, education, and high culture (and was a major player in these industries long before receiving any tax breaks or other regulatory advantages).


The authors of this volume manifestly include nonprofits in the market sector. The inclusion is important because by focusing on for-profit firms, proponents of markets may have overstated the case for markets narrowly conceived. Yet by ignoring the role of nonprofits, opponents of markets may have understated the case for markets broadly conceived. Alternatively put, what conventional economics refers to as “market failure” may actually be a limited set of problems associated with for-profit firms and markets. If the term “market” is broadened to include nonprofit firms and other voluntary but not-for-profit organizations, the scope of such failure may be diminished.3 Thus, rather than saying that the authors of this volume argue for a larger role for markets, it is more revealing to say that they argue for a larger role for civil society.4


One virtue of the term “civil society” is that it is not wrapped up in the same baggage as the term “markets”; in particular, to favor civil society is not necessarily to regard self-interest as the sole or even the most important motivator of human action. Unfortunately, the markets/government debate has often proceeded as if it were a debate between self-interest and other-regardingness. Yet there is growing support for the view that our ancestors learned to forge connections and developed a social nature for the practical reason that such connections enhanced survival, just as their capacity for self-interest did (Ridley 1996; Wright 2000). Humans are neither purely self-interested nor purely other-regarding; humans are individuals who join groups, and they possess all the skills appropriate to such a classification. It should come as no surprise, then, that other-regardingness is not absent from markets and self-interest is not absent from government.


The issue, therefore, is not human nature but rather how different institutions channel human nature. Adam Smith argued that markets channel self-interest into socially beneficial directions—this is the meaning of his famous statement, “It is not from the benevolence of the butcher, the brewer, or the baker, that we expect our dinner, but from their regard to their own interest.”5 The public-choice school of political economy argues that government institutions often channel self-interest in socially undesirable directions (e.g., Gwartney and Wagner 1988). But as of yet, there is no well-developed theory of how other-regardingness is channeled by civil society or by government. Although such a theory is not developed here, the authors provide some case studies of the former process that we think will help motivate the formulation of such a theory as well as stimulate more historical study.


The authors argue that the voluntary arrangements that were used in the past (and that in some cases are returning today) have much to offer. An overview of these episodes is presented in the introductions to each part of the book. (Alexander Tabarrok's epilogue [chapter 15] also offers an overview of the essays included in this volume from the perspective of economics and market-failure theory.) The point we wish to emphasize here is that the welfare state did not so much create new institutions as crowd out the civic associations that people had spontaneously fashioned to provide “public goods,” “safety nets,” and even law and order. Were the spontaneously created institutions of the civil society better than the government institutions that replaced them?6 The essays in this volume cannot definitively answer this question, but it is remarkable enough that they show that the question is real.


The question comes at a propitious moment because for the first time in decades, increasingly severe failures in the governmental sector have led officials to ponder long-neglected arguments for private provision. At this writing, privatized education, social security, highways, prisons, weather forecasts, municipal services, and medical savings accounts are either being implemented or are making their way into “mainstream” political discourse in the United States and abroad. Reform is occurring in fits and starts, but it is occurring.


To be sure, there is a renascent demand for government in the form of the command-and-control environmentalism that has steadily gained force throughout the developed world (Lal 1999).7 Yet even this new regulation is tempered by growing attention to more flexible, market-compatible ways to limit emissions, dispose of wastes, and protect valuable wildlife stocks and endangered species. Emission bubbles, tradable pollution permits, riparian property rights, privatized elephant herds and fisheries—all of these approaches, once considered radical, are becoming commonplace not only in the United States but around the world.8 Moreover, support for these sorts of policies is coming not just from proponents of markets but, perhaps more importantly, from environmentalists who are more interested in success than in ideology.


The international trend toward political divestiture and privatization marks a recognition by politicians in nonsocialist as well as formerly socialist states that state planning has stifled cost cutting and innovation (Shleifer 1998). Privatization and competition restore efficiency and result in greater innovation. In the United States, the deregulation of communications, financial services, railroads, energy, and passenger airlines offers examples of this (Winston 1998; Poole and Butler 1999; Morrison and Winston 2000).


Moving farther afield, various school-voucher experiments have raised the possibility of a flowering and vital market in private education. And remarkably, the 1996 U.S. welfare reform bill includes a charitable choice clause that, although now used only to fund a few hundred groups, allows for the privatization of federal welfare through religious charities (Glenn 2000; Geoly 1996).


These current efforts have prominent historical precursors that provide some useful lessons for today. A case in point is the centuries-old record of the private provision of social infrastructure. The work of Beito (chapter 8) and Green (chapter 9) on the history of social insurance in the United States and Great Britain has already been mentioned. In chapter 10, James Tooley examines the record of private education in the United States and Britain in the nineteenth century. Private education is not limited to the past or to developed nations, however; Tooley also examines the remarkable blossoming of private schools for the poorest of the poor in modern-day India. Bruce L. Benson (chapter 6) documents how law merchants met the demand for commercial rule making and adjudication as extended trade networks developed in medieval and early modern Europe; he also discusses modern examples of private civil and criminal arbitration. Stephen Davies (chapter 7) describes how law and order were created in nineteenth-century Britain before the introduction of public police. Private prosecution associations—a not entirely unfamiliar combination of legal insurance, private security guards, and private investigators—were quite successful at controlling crime. Why then the shift to public policing? One clue lies in the fact—amazing to us today—that the English public opposed public policing and jeered the newly created bobbies! Davies explains why. (Also see Tabarrok [chapter 15] for an attempt to draw some general lessons from this history.)


Regarding physical infrastructure, Davies (chapter 2) shows how land markets and private covenants met the challenge of the first wave of English urbanization; Beito (chapter 3) recounts the rise of private places and self-governing enclaves in St. Louis; Daniel Klein (chapter 4) examines the history of private turnpikes in the United States in the early nineteenth century; and Robert C. Arne (chapter 5) describes the first U.S. industrial park as an example of large-scale nonresidential development.


As noted earlier, educational vouchers, privatized welfare, and arbitration all mark a limited return to the production of social infrastructure within the bounds of civil society. In the case of physical infrastructure, however, the return is much more extensive. As a result of the migration of homeowners into developer-created and -managed suburbs, modern-day American communities look increasingly like the private developments of nineteenth-century Great Britain and St. Louis.9 Across the United States, there are now approximately 205,000 such common interest developments (CIDs) housing more than forty-two million people (Treese 1999). This represents nearly 15 percent of the nation's housing stock, up from 3 percent in 1975 and 1.1 percent in 1970. The return to private communities is a “quiet revolution,” little noticed by elites. Yet Robert H. Nelson (chapter 13) argues that the return to private communities “represents the most comprehensive privatization occurring…in the United States today” and “may yet prove to have as much social significance as the spread of the corporate form of collective ownership of private business property in the second half of the nineteenth century.”10 Urban planners may tout state planning as the way to develop “livable communities,” but when given a choice, prospective homeowners are choosing privately planned, not state-planned, communities.




Profit-seeking developers, not technocrats or visionaries, are the heroes of the CID episode. Just as Nobel-prize winner Friedrich Hayek and fellow Austrian economist Ludwig von Mises demonstrated the folly of top-down economic planning, Jane Jacobs explained the folly of top-down city planning (Jacobs 1961, 1969). In both cases, planners are fatally hobbled by their inability to tap local knowledge, the sheer magnitude of which would overwhelm them. In a competitive market, in contrast, local knowledge reappears, lessening the dependence on politics and increasing flexibility; “public” goods (and spaces) in CIDs are provided more optimally at levels of spatial aggregation that do not coincide with municipalities; benefits capitalization more efficiently finances public-goods provision; and optimal constitutional rules are developed. The fact that the actions of private developers now supply what had been thought to be “public” goods is thus beneficial. Fred E. Foldvary (chapter 11) and Robert H. Nelson (chapter 13) describe in greater detail the theory and practice of private communities, with Nelson offering a way to bring the advantages of such communities to more traditionally governed neighborhoods.


In chapter 12, Donald J. Boudreaux and Randall G. Holcombe make the fascinating point that private communities also come equipped with privately created political structures. Every developer of a private community is also the “founding father” of a polis. Boudreaux and Holcombe argue that the choices of these founding fathers tell us something important about the best constitutions.


In contrast to some of the other authors, Spencer Heath MacCallum (chapter 14) is in substantial agreement with critics of CIDs such as Evan McKenzie (1994). But unlike such critics MacCallum does not favor a return to traditional governance but rather a moving forward to an even more private form of community, built on the hotel model.


Deregulation and privatization in the United States have been proceeding since the late 1970s, even though the twenty-five-year trend presents a decidedly mixed picture. The rise of Superfund and environmental regulation at all levels proceeded concurrently with varying degrees of air, rail, truck, telephone, and banking deregulation. CIDs are a shift away from some local governance, but they must still grapple with top-down control from higher levels. In just the last few years, voters around the United States approved 72 percent of 240 state and local “growth-control” measures. The new laws have substantially weakened the property rights of individual owners, replacing them with a bewildering array of stakeholders and what is in effect a property-rights commons. The tragedy of the commons invariably ensues (Epstein 1985). Ironically, these laws, often supported by self-described followers of Jane Jacobs, have revived the kind of top-down urban planning that Jacobs herself so effectively challenged in the 1950s and 1960s. It is still an open question whether the movement toward CIDs will not be frustrated by a movement toward political control from a higher level of government.


Unfortunately, as governance moves to higher levels, the collective-choice problem of democracy—the incentive individuals face to demand services when they think that others will pay—becomes ever stronger. Yet the mobility of factors (long thought to induce governments to respect property) has recently increased. In part, this is driven by technological developments and is likely to accelerate. Increased mobility of people and capital forces governments to compete as never before, placing a serious check on Leviathan (McKenzie and Lee 1991). CIDs are part of this phenomenon, one more institution that has developed in Hayekian fashion to compete with faltering state institutions.


A traditional attack on property rights centers on the premise of a conflict between self-serving behavior in the marketplace and impulses toward civility and civic association (Schumpeter 1943; Bell 1976). In a justly influential book, Bowling Alone, Robert D. Putnam (2000) argues that community and social capital have been in steady decline in the United States since at least the 1950s and 1960s. Putnam has assembled a remarkable amount of data to document the decline and has summarized well a large body of work that shows that a deficit of social capital is associated with a host of negative social consequences such as increased crime, poor economic performance, and political disillusionment. It would be a mistake, however, to correlate this decline with “capitalism,” as it coincides more closely with the rise of the welfare state. The rise of the welfare state and the diminution of property rights crowded out the private provision of many collective goods and social services that had shown considerable merit. Moreover, the critics may be wrong in more ways than one, as it has been argued that the virtues necessary for civility, civic association, and success in the marketplace are sapped by the welfare state (Murray 1984, 1988).


Putnam himself does not propose any grand unifying theory of social capital and its decline. Refreshingly, he is hesitant when pointing to causes of the decline and even more hesitant about proposing solutions. Yet Putnam does wrongly lump all CIDs with the much-maligned gated communities. In fact, less than 20 percent of U.S. CIDs are gated communities. Those that are gated are in response to government's inability to control crime, as are community-creating neighborhood crime-watch groups (Etzioni 1992). Nevertheless, Putnam's error is exemplary; CIDs are much more of a “solution” than a problem. They help to secure property rights and augment efficiency, providing and managing communal spaces and facilities.


Rather than undermining community, civil society may take root in the communal spaces, facilities, and institutions now taking shape in response to market demands. A possible example of this is enhanced political participation by property owners in the direct governance of their major financial assets, their homes. The primacy of local politics is well known, and CID politics are as local as governance becomes. We do not yet know much about the links between CIDs and civil society, but the pairing appears to be a more promising solution to the crisis in civic engagement than the spatial determinism of the New Urbanists, which banks on mandated porches and bay windows to do the job.


If Americans are experiencing another Great Awakening, as Robert W. Fogel (2000) argues, then what some deride as an escape from community life could in fact become an escape to community life. At its most promising, civic engagement could revive voluntary groups that supercede many of the welfare, environmentalist, and regulatory agencies of the modern state.


Just a few years before the fall of the Berlin Wall, Nobel-prize winner James M. Buchanan (1990) worried that unless a constraining constitutional structure were resurrected, the overreaching state would continue to grow. Yet there is no longer simply a one-way street; powerful forces are at work expanding both liberty and prosperity. The episodes documented in this collection show that we are rediscovering a rich array of voluntary institutions and arrangements that were crowded and regulated out of existence by the twentieth-century fling with socialism and progressivism. Many of these voluntary institutions are making a return.


After a century of debate there is now widespread agreement that markets enhance material welfare and reduce conflict. The Voluntary City shows that the scope for markets broadly conceived—in other words, the scope for civil society—is even larger than the current consensus recognizes. The voluntary arrangements of civil society are capable of producing a host of so-called public goods such as aesthetic and functional zoning, roads, planning, and other aspects of physical urban infrastructure. Civil society can also produce social infrastructure, including education, conflict resolution, crime control, and many of the social services currently monopolized by the welfare state. Having done all this, can voluntarism foster civic resources in the modern age? Can it restore a “civic voice”? Communitarian theorists Michael J. Sandel (1996) and Robert D. Putnam (2000) fear a crisis for modern democracies unless the “civic strand of freedom” is strengthened. Can voluntary institutions do all this in a bottom-up fashion? If they can, then the events accompanying the fall of the Berlin Wall are much more auspicious than even the most daring have yet suggested. The payoffs from reduced state influence include expanded liberty and prosperity—and perhaps much more.


NOTES


The editors would like to thank Timur Kuran for comments and Carl Close for painstaking editorial assistance throughout this volume.


1. For evidence of the consensus at a popular level see Robert Heilbroner's (1990) admiring discussion of Friedrich A. Hayek and Ludwig von Mises and Cassidy's (1999) discussion of “the Hayek century.” Excellent examples of the consensus at work can be found in the field of development economics; see especially Nobel-prize winner Amartya Sen's (1999) Development as Freedom, R. Klitgaard's (1991) Adjusting to Reality, and D. Lal's (1999) Unintended Consequences.


2. The nonprofit sector has been growing over time. The figures quoted in the text are from 1995. Despite the history of voluntarism in the United States, the nonprofit sector is even larger in some European countries. For a survey of global civil society see Salamon et al. 1999.


3. Space precludes an extensive discussion of this point, but an illustration is in order. A standard example of market failure is said to occur when buyers have difficulty measuring quality. Since buyers do not value what they cannot evaluate, sellers can increase profits by reducing quality, thereby cutting costs. Health care and education are sometimes said to fit this example (Barr 1998). It is naïve to think that government provision can solve this problem by fiat; an adequate argument must explain why the incentives to produce quality are greater under government provision than under private provision. Hart, Shleifer, and Vishny 1997 gives one possible reason for this—because there is no residual claimant, government agencies have fewer incentives to maximize profits than for-profit firms. Since cost cutting is driven by the desire for larger profits, government agencies have fewer incentives to cut costs and may therefore invest more in quality. The argument is not beyond question, but regardless, it applies equally well to nonprofit firms as it does to governments. As a second example, Blank 2000 argues that government provision may result in higher quality because governments can attract workers who are motivated by “public service” rather than by purely pecuniary concerns and that such workers are more likely to invest in nonobservable quality. Again, although not beyond question, this argument also applies to workers in nonprofit firms, many of whom are motivated by the “missions” of their institutions. (Many for-profit firms also try to instill such values in their employees, perhaps less successfully.) See on these issues more generally Hansmann 1996.




4. The term “civil society,” as used here, includes markets as well as churches, clubs, associations, organizations, the family, and other kinship groups—in toto, what may be called the voluntary sector.


5. The Wealth of Nations, B.I., chapter 2, Of the Principle which gives Occasion to the Division of Labour, paragraph I.2.2.


6. For those who would argue that the fact that government institutions replaced those of the civil society indicates that the former are superior to the latter we would only note that in many areas the latter are now re-replacing the former!


7. Hopkins (1998) has estimated annualized regulatory costs in the United States over the period from 1977 to 1995: “[e]nvironmental and risk protection” costs rose 179 percent (in constant 1995 dollars) while all other regulatory costs rose by just 2 percent.


8. See Portney and Stavins 2000; Anderson and Leal 1991.


9. Private communities are also prominent in Japan and some European countries; see Kajiura 1994 and van Weesep 1994.


10. The “quiet revolution” quote is from Barton and Silverman, as cited in Nelson (this volume).
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The Voluntary City begins (and ends) with the places in which we live. Some historians have alleged that the “unplanned,” pell-mell, laissez-faire urban growth of Britain in the eighteenth and nineteenth centuries created housing of low quality and community structures with little rhyme or reason. Yet oddly, many of the homes and communities built in Britain during this period remain functional, while government housing of the post–World War II era has already crumbled. British historian Stephen Davies (chapter 2) reexamines the evidence and shows that English cities fared remarkably well during the industrial revolution despite or rather because of a lack of city planning. “The urban growth of the earlier period,” Davies notes, “was voluntarist and owed nothing to state plans or regulations. It was driven by private initiative and speculation, directed by property rights and private contracts, and shaped and determined by market forces. The outcome was a process of urbanization that was orderly but unplanned.”


In the United States, individuals showed the same resourcefulness in discovering market-based and voluntary methods of coping with massive urban growth. David T. Beito (chapter 3) explores the history of the private self-governing enclaves (or private places) of St. Louis. The developers of the private places provided streets and other infrastructure, including sewers and electricity, as well as political governance structures. (The private creation of political constitutions is discussed by Donald J. Boudreaux and Randall G. Holcombe in chapter 12.) Residential developers of this period anticipated many of the techniques of modern urban planners. There was a crucial difference, however. The incentives and constraints of consumer and market demand spurred private-place planners both to innovate and to avoid the traps of wastefulness and hubris that so often beset their modern counterparts.


Historians sometimes suggest that government stepped in to provide goods and services, such as urban planning and unemployment insurance, when the market failed to provide these goods and services. Yet in the history of private places we see the opposite process. The entrepreneurs who founded the private places included in their developments thoroughfares and other conduits because inadequate city services left them little choice. Government failure created a market for developers to deliver a full package of residential services and gave buyers incentives to secure these services from the most efficient provider. Private streets did not owe their decline to competition from an efficient state but rather to ever-increasing political controls, including taxes and mandates, which led to the transfer of their capital to the public sector through an incremental process.


During the early nineteenth century, private enterprise in both the United States and Britain also produced the infrastructure for long-distance transportation: highways. Daniel Klein (chapter 4) traces the efforts of the turnpike companies of early America to replace the earlier governmental system of long-distance roads, which had fallen into decay by the late eighteenth century. Despite legislation that limited the ability of companies to prevent free riding and restricted their right to raise tolls, Klein finds that “turnpike success was striking.”


By the late twentieth century, this private and largely self-sustaining method of maintaining long-distance roads had given way to a multibillion-dollar federal highway trust fund. Nevertheless, as highway improvements lag, public officials have permitted new construction and operation by private companies that charge tolls. No one is yet predicting a return to private highways in the United States. But the U.S. experience may be important for developing nations. Many such nations have exceedingly poor infrastructure and cash-strapped governments that appear unable or unwilling to build or maintain much-needed roads and highways (Harral 1988). Others have invested large amounts of capital in roads and other public projects, often with help from foreign institutions such as the World Bank, but with little regard for cost, return, or optimal location (Harral 1988; Heggie 1995; Isham and Kaufmann 1999). Given the importance that highway construction has had for U.S. economic growth, further research on the potential for private roads in developing countries and the impediments to such construction is warranted (Fernald 1999; Roth 1996).


Laissez-faire is often contrasted with “planning.” Yet all entrepreneurs are planners. The developers of the various elements of the built environment, including large-scale unified projects, have an interest in providing efficient infrastructure and vital services and do so unless prevented by an expanding state-planning function. Davies and Beito (and the chapters in part 3) make this point in the context of housing. Robert C. Arne's (chapter 5) description of Chicago's Central Manufacturing District (CMD), highlighting its range of included services, shows that the same point applies to industrial communities and industrial consumers. Arne explains, for example, how Chicago's CMD—the first such district in the United States—included docks, rail transport, local transportation, electricity, and many business services. In modern times the private builder's job stops mostly at the home door or not that far beyond. The evidence indicates, however, that such a stopping point is governed by politics and is not inherent in the capacities of private enterprise.
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Laissez-Faire Urban Planning


Stephen Davies


[image: images]


Between 1740 and 1850 Great Britain experienced a demographic transformation the likes of which had never been seen before. Beginning in about 1740 the population of England and Wales began to increase steadily, with Scotland showing less dramatic but still impressive growth. The rate of increase accelerated after the early 1780s and then became even more dramatic in the first half of the nineteenth century. In 1741 the population of England and Wales stood at about 5.96 million, that of Scotland at 1.2 million. By 1801 the figures stood at 9.37 million and 1.6 million respectively, growth rates of 57 and 33 percent. By 1851 the total population of Great Britain had reached 20.81 million, having doubled in the previous fifty years. (It was to almost double again by 1911.) There had been episodes of population growth before in British history, but never anything so prolonged or so rapid.1


Nor was the change simply one of numbers. Even more dramatic than the simple rise in population was the change in its distribution. In those 110 years Britain became not only more populous but far more urbanized, to the point at which by 1851 it could truly claim to be the world's first urbanized society. The second half of the eighteenth century saw large growth in the size of both London and major provincial towns, while after 1780 places such as Manchester and Birmingham suddenly rose from obscurity to the rank of major provincial centers. In 1801 just under 10 percent of the population lived in London, with 7.2 percent inhabiting towns with a population of between 20 and 100 thousand. No town outside London had a population of more than 100,000. By 1841 Manchester and Liverpool both had populations in excess of 250,000 while Birmingham, Leeds, and Bristol had all passed the 100,000 mark. By 1861, 38.2 percent of the total population were living in urban areas with a population of over 20,000.2


The years between 1740 and 1850 therefore saw an unprecedented amount of urban growth. Cities and towns of all kinds and sizes grew more rapidly and on a greater scale than ever before in history. The rapidly increasing population was drawn into the towns in ever larger numbers with the rise of industry, creating an enormous demand for housing and the urban fabric in general. This was the kind of situation that, when its like happens today, is regularly described in terms of “crisis” or even “catastrophe.” And yet the challenge was largely met.


Housing and other facilities were built and provided. The towns of Britain grew to meet the new demands of a growing population and a transformed economy. There were no great shantytowns around growing cities such as Manchester and Birmingham. Instead a tidal wave of brick and stone swept over fields, turning them into new urban areas. Moreover, the period also saw the creation of great architectural achievements of lasting value in both the great cities and the new towns such as the spas and seaside resorts. The elegance of Bath and Cheltenham, the West End of London and Bloomsbury, the New Town in Edinburgh, and the centers of Glasgow and Newcastle-upon-Tyne—all were built in this period. As this was the first instance of such widespread urbanization our understanding of its nature is crucial for our thinking about the process of urbanization in general, whether historically or today. In particular this instance raises the question of how urbanization can happen in the absence of an apparatus of planning and controls, by voluntary means, and what the results of this may be.


For none of this was the creation of the state or of public authority, local or national. All of this happened in a society with no apparatus of planning laws and regulatory bodies, no public building regulations, no zoning or land-use laws, no direct public action to supply housing or urban services. Until at least the 1830s the tendency was in the opposite direction as old regulations and controls, exercised by municipal corporations and county authorities, were disregarded or abolished. Only in the second half of the nineteenth century was there a move toward greater state control, a move that led to the passage of the Housing and Town Planning Act in 1909 and culminated in the Town and Country Planning Act of 1947. The urban growth of the earlier period was voluntarist and owed nothing to state plans or regulations. It was driven by private initiative and speculation, directed by property rights and private contracts, and shaped and determined by market forces. The outcome was a process of urbanization that was orderly but unplanned. The key was the sophisticated use of property rights, which produced a decentralized and market-responsive form of development and growth. All of this seems very strange and paradoxical to modern commentators, who find the very notion of an unplanned order contradictory.


The result is a historiography that until very recently was dominated by a particular historical narrative. The story presented was that of rapid, “uncontrolled,” “chaotic” urban growth that produced a whole range of problems from overcrowding to inadequate housing to an ugly and costly urban environment. This then led to a response that centered on the rise of town planning, initially as an intellectual movement but latterly as an organized profession, and on the reform of the law to impose order through a planning process. The definitive version of this kind of account can be found in William Ashworth's pioneering monograph of 1954, but it can also be found in many other, more recent works.3 This is a variant of the classic “Whig” historical narrative, which sees the past as defined by a progressive movement from a state of darkness to one of enlightenment, or from a primitive less-developed condition to a more modern and developed one. Some of the more recent works, such as those of Anthony Sutcliffe, offer a more nuanced approach, but the broad thrust is the same.4


The elements of this account are these. First, that a market-led system of urban development, while producing good results for the middle and upper classes, was unable to produce an adequate supply of housing for the artisan and working classes. Not enough housing was produced for this section of the community (whereas by contrast there was an oversupply of middle-class housing) because of a straightforward “market failure.” According to Sutcliffe, labor, being the weakest bidder in the market, did badly. Second, that the housing that was built was often of poor quality, overcrowded, and unsafe. Third, that the market process, while able to supply housing, was unable to produce essential infrastructure and services such as mains drainage as these were “public goods.” These essentially quantitative criticisms are accompanied by qualitative ones. In particular it is argued that the market process did not lead to a “proper geographical division of functions”—or, in plain English, that housing, leisure, work, and shopping were all mixed together instead of being geographically separated. Moreover, there was no overall plan for the town or neighborhood as a whole, resulting in a lack of coordination and harmony. Where “enlightened” landlords did plan the development of their estates, their effectiveness was limited by lack of statutory powers.5




Several points can be made about this kind of account. In the first place a large part of it, the qualitative element, rests upon an argument that is ultimately tautological. The thesis that market-directed urban growth produced a disorderly outcome rests upon a particular definition of order that makes it synonymous with conscious intentional planning by an individual or organization. This definition is then made part of the major premise, so producing a circular, tautological argument. There is no consideration of the alternative, Hayekian concept of spontaneous order, according to which an orderly outcome can result from the interaction of many separate individual purposes and actions. Moreover, in this kind of literature the term “plan” is used to conflate or equate two quite distinct phenomena: on the one hand the use of state power to direct the employment of land, labor, and capital; and on the other the use of property rights in a market driven by consumer demand.6 As one standard reference work puts it: “The comprehensive legislation of the twentieth century has led historians and other commentators to confuse the physical and social planning of towns in earlier times. There is indeed at present a belief that any place in which the disposition of the buildings suggests forethought is a product of the social legislator's art.”7


There are other more specific objections to be made to this analysis that will be expanded later. Market-led urbanization is criticized from positions that are mutually contradictory. Some of the criticisms are simply untrue, as their own authors grudgingly admit. Finally, much of this criticism is driven by what economists call the “nirvana fallacy,” in other words, the criticism of the actual from the standpoint of the ideal, where a real-life situation is attacked for failing to reach not another alternative real-life situation but a hypothetical and unrealizable ideal state.8


So, how did urban development actually take place in the years before local government began to take an increasingly active role—that is, before about 1850? The process was essentially simple but involved the use of a number of sophisticated legal institutions. There were two forces driving urbanization in Great Britain after 1750. The first was population growth, which was a precursor of urbanization rather than a consequence. The rapid population growth of the later eighteenth century was matched by a sharp growth in both production and trade, initially in agriculture but increasingly in other sectors as well, particularly manufacturing. The increased productivity of agriculture from the 1690s onward meant that the economy could support a larger urban population than before, while capital accumulation led to larger and more congregated manufacturing units as production moved into towns or created new towns out of villages. All this created a steadily rising demand for housing, leisure and service facilities, workshops, and manufacturing (the last still mainly small units as the move to large-scale factories did not affect the majority of British industry until after 1850). The marked growth in prosperity after 1750, and particularly after 1770, meant that this was an effective demand.9


The second driving force was the improvement in transportation brought about after 1750 by the turnpike trusts and canal companies. The trusts in particular wrought a near revolution in transport, transforming the quality of roads, drastically reducing the cost and duration of travel, and bringing about an explosive growth in road transport. This made possible phenomena such as the building and growth of suburbs and satellite towns around major urban centers, these having previously been precluded by the time taken to travel even relatively short distances in winter. Turnpikes also had a great influence on the overall pattern of urban growth as they opened up areas to building, initially producing “ribbon” development along radial routes, followed by secondary “infill” development between the routes. Turnpikes led in practice to two forms of urbanization. In the first an old urban “core” would expand outward along radial routes, producing a starfish-shaped pattern; this can be seen in Manchester, Leeds, and Liverpool. The second saw several nearby small towns and villages all expand and produce a dense interconnecting network of roads, leading to the emergence of a large, multicentered urban area. This can be seen in Birmingham, the Black Country, and the Staffordshire Potteries. In some areas, such as Southeast Lancashire, the two patterns combined to produce a large central town with radial growth surrounded by a necklace of satellite towns.10 The canals had less influence on the growth of existing towns but played a great part in creating a national market and did lead to the appearance of new canal ports, in some cases built and developed from scratch by the canal companies.11


The combination of increased prosperity and leisure with improved transportation also led to a very specific kind of urban development: the building of specialized resort towns. The earliest were spas such as Bath, Harrogate, Leamington Spa, and Buxton, but these were soon followed, after about 1800, by the seaside resorts—such as Brighton, Scarborough, Skegness, and Southport—that were to be such a major feature of the life of Victorian Britain. Sometimes these were developments of existing centers, as at Bath and Brighton, but very often, as in the cases of Skegness and Southport, an entire town was built de novo.12




The main immediate effect of the improvement in transportation and rising demand was an increase in land values. In some parts of the country, such as East Anglia, this led mainly to increased agricultural rents and both fueled and was fed by the process of enclosure. Elsewhere, particularly around London and in those parts of the country where the combination of farming and manufacturing (commonly though misleadingly termed “protoindustrialization”) was prevalent, the rise in land values created a strong incentive for landlords to develop and build on their land. Simply put, if the agricultural productivity of land was high and/or there was no other strong demand for its use, then the most profitable course for the landlord was to rent it out to tenant farmers. If, however, the demand for land for building was sufficiently strong, then the most lucrative action was to build to get either cash return or ground rents. It was the pattern of demand that determined which form of land use would yield the highest return. This often led to entrepreneurial opportunities that were taken advantage of by enterprising landlords, particularly in the case of resort development. The point is that market incentives, transmitted through the price mechanism, led to both differentiation of land use between agriculture and industry and to a regular supply of land to the building market.


So the first key figure was the landlord. Contrary to the common stereotype, British landlords in this period were often highly entrepreneurial, actively seeking any way to increase their income and maximize the value of their estate.13 This often took the form of involvement in trade, manufacturing, or mining, but for many the most ready route to greater wealth was to supply land for building. This could be done in a number of ways. Sometimes an entire estate could be disposed of in one piece. More often the land would be broken up into parcels or plots that could be of varying or standardized size. The land could either be leased out or sold at auction. Most landlords preferred to lease or sell the land in plots. The two forms of disposal generated different kinds of income and represented different kinds of investment. With a lease the landlord could expect a regular income from ground rent for the term of the lease, which the leasee would recover from rental or sale of property erected on the land. The shorter the term of the lease, the higher the rent. Because most leases were for fixed sums, the landlord had to assume stable prices over each lease's term. There was also the problem that as the term of the lease neared its end the land and the property erected on it would become increasingly unattractive and so reduce the land's value. This was particularly true in places such as London, where the normal pattern of land disposal was via short-term leases of ninety-nine years. (Elsewhere a common formula was for a lease of 999 years.) The alternative, of freehold sale, meant that the landlord sacrificed a stable guaranteed income from the land in return for a cash sum that could then be invested, although there was still often a residual income in the form of a “chief” rent. Some towns were predominantly freehold, others primarily leasehold. The former included Nottingham, Hull, and Brighton, the latter London, Bath, Manchester, and Liverpool.14


The landlords could be either individuals or corporate bodies, the latter category including the Crown. Individuals ranged from great aristocratic families, such as the Devonshires and the Bedfords, to established gentry to urban professionals. Corporate landlords could be urban corporations, charities, colleges of the ancient universities, private companies, or the Church. The common feature of all, however, was that they looked upon land as an investment: buying and selling land was a commercial activity intended to make a profit or generate income. There was not, contrary to a persistent belief, an idea that land was a distinct and peculiar form of property. In some places, such as London or the south side of Birmingham, the pattern was for a few large and coherent estates. Elsewhere—as in, for example, Leeds and Hull—there were many small and more fragmentary estates. There has been a persistent argument that this produced different patterns of development, but as we shall see, recent research does not support this.15


Sometimes landlords would develop their estates themselves, but this was unusual. Much more common was the use of a middleman, a speculative developer. These were usually individuals such as Thomas Cubitt, responsible for the development of several large London estates, or the two Woods, who created the Georgian resort of Bath. Sometimes the developer was a private company, as in the case of the Victoria Park company in Manchester or the Cliff Bridge company in Scarborough. Developers would buy or lease land from the landlord and then either build on it themselves or sublet it or resell it to small-scale developers and builders who would develop individual plots. In cases in which landlords wished neither to develop the land themselves nor to pass it on to developers, the remaining option was to sell or lease it directly to the third key party in the process, the small builder.16


The actual work of constructing the houses and other buildings erected on the land was normally done by a huge number of small builders. These could be actual building firms, tradespeople and artisans of all kinds, or even private individuals building for their own use.17 One important phenomenon was the role of freehold land societies and building societies. These were voluntary associations of working people and artisans, each member of the society paying a regular weekly or monthly subscription. The subscribed funds would be used to build houses for the members and, in the former case, to purchase the freehold of any land used for building. Typically, building societies before 1850 were of the terminating variety, whereby each member in turn would build a house as funds allowed and once all had been provided for the society would be disbanded. Voluntary societies of this kind provided an important means for those on lower incomes to accumulate the funds needed for house building and purchase, although the subscriptions meant that the main participants were artisans and skilled laborers.18


So the actual building up of the urban fabric was done by a large number of completely distinct and independent builders, each looking to build as quickly as possible for further sale or rent to the ultimate consumer. Two obvious questions arise. First, how was infrastructure provided, given that these small operators would not be able to provide paving or easements for both practical and financial reasons and would be unlikely to provide such services as lighting because of the severe “free-rider” problem associated with such goods? The answer is that infrastructure was provided not by the actual builders but by the developer or, more often, the original landlord. The typical practice for a landlord or developer, following the division of the land into plots, was to lay out streets with pavements, to lay down drains, and sometimes to provide street lighting.19 (This last was often provided for by a covenant in the lease or sale, as will be discussed later.) This was very much in the interest of the landlord or developer as it made the land more likely to be taken up and meant that a higher rent or price could be charged. Ultimately consumers were less likely to rent or buy property when such services had not been provided, and so the small speculative builders would have little interest in estates where this had not been done. The main exception to this rule was in the case of dense in-fill developments on small areas of land in or near to the older urban areas. Here the demand was so great and the cost of land so high that the developer would typically construct densely packed “court” dwellings without providing any services. The best example of this was in Nottingham, where land in the center of the city was artificially scarce because of the existence of large urban commons, which the unreformed corporation refused to enclose.20


The laying out of streets was of course not done at random. In the larger estates and developments it often followed a gridiron plan or a layout designed to enhance the natural advantages of the site. Luxury developments such as the Park in Nottingham or Victoria Park in Manchester were laid out with gently curved roads so that each plot would be private and self-contained.21 A very common practice was to follow the lines of earlier enclosures or—in the case of land not previously enclosed—the lines of long, strip fields. This was so much the case that in many instances the skilled eye can to this day trace the outline of the eighteenth-century agricultural landscape beneath the modern streets.22


A more serious question, however, is this: given that landlords and developers were disposing of even large and coherent estates in a multitude of small packets, why did this not result in a crazy patchwork quilt of individual development? That this did not happen is immediately obvious to anyone who looks even at working-class housing from this period, much less at the uniform terraces of Bath or Bloomsbury. The answer goes to the heart of the matter in making clear for us how a spontaneous, unplanned process could yet produce a great degree of order and even uniformity.


Building and urban development in this period, and indeed thereafter, were regulated by two institutions that both derived from the great play of property rights in law at this time. The first was the Private Act of Parliament. Essentially Parliament can make law in two ways. A Public Act, whether initiated by the government or an individual member, changes the part of the law to which it applies in general, for all of the citizens of the kingdom. A Private Act leaves the general law unchanged but changes it for specific persons. To put it another way, a Private Act gives powers to or alters the legal position of specific named individuals. Today Private Acts are seldom used, one of their surviving uses being to enable individuals to marry when they would otherwise be unable to because of the standard law of marriage. In the eighteenth and nineteenth centuries, however, Private Acts made up a large part of legislation. Whenever a person or group of persons wished to undertake an action that would impinge upon the traditional rights and properties of others they would have to gain the power to do this through a Private Act, in effect asking the sovereign power of the Crown in Parliament to override or amend the existing legal situation in a specific case.23 Examples of this kind of legislation are enclosure acts, which converted common land into private, and turnpike acts, which converted sections of highway from free public rights-of-way into toll roads run by turnpike trusts. A great deal of urban development depended upon Private Acts—sometimes because it involved the enclosure of commons, sometimes because existing properties or rights-of-way would be infringed, sometimes because it involved the imposition of charges or the erection of tolls. The most common reason was that many estates were either entailed or else held in trust, both of which arrangements precluded piecemeal alienation. A Private Act had to be obtained for the land to be leased out, particularly if this involved a change in use (as of course was the case with development). Among the many large estates requiring such acts were the Grosvenor and Burlington estates in London, the Colmore and Gooch estates in Birmingham, and the Pulteney in Bath.24


The point is that unlike the contemporary situation, where such matters—and much else besides—are covered by permanent planning legislation giving statutory powers to various bodies, in this period each landlord or developer who needed to had to apply for an individual, particular Private Act. This was neither a simple nor a cheap process, given the labyrinthine ways of Parliamentary procedure. The first step was to present a petition to Parliament giving full details of the proposed measure. The petition had to contain the entire text of the bill; this could only be done by an experienced (and hence expensive) solicitor. The bill had to comply with the standing rules of both Houses of Parliament, which differed from each other. Each House would hear the petition and then send it to a committee, which would discuss and if necessary amend the bill. Most importantly the committee would hear objections to the bill, whether in the form of an objection lodged before it or through a formal counterpetition. The cost of even a simple act that was not objected to could run to hundreds of pounds, given the need to employ a Parliamentary agent and to gain the full cooperation of Parliament's officials. If an objection were lodged the ensuing hearings and the associated costs (for example, of hiring a barrister) could easily run into thousands of pounds—in pre-1850 funds! This made it essential for all prospective developers, whether landlords or middlemen, to ensure that there were no objections. This was done by extensive informal consultation of all affected parties before the petition was sent to Parliament. Any possible objection had to be either bought off or conciliated by amendments to the proposed developments. Objections could be to the layout or alignment of proposed buildings, to the activities to be carried on within them, to the line of proposed streets or roads, or to the interference with existing rights such as right-of-way or “ancient lights.” Estate papers contain correspondence showing how this consultation procedure worked.25 The first step was usually a public announcement, via the press, of the terms of the proposed bill. The names of the bill's sponsors would be listed, and objectors would be able to write to them before the petition was lodged. The result was an informal but highly effective arrangement by which public concerns were accounted for—an arrangement that was far more effective than the present system of public inquiries. So the need to use Private Acts led to an informal ordering of developments, particularly the larger ones. Again, this ordering was market driven. The greater the demand, the easier it was for developers to buy off objectors. Conversely, in a marginal case, the threat of objection could lead to a proposed development being abandoned.


Far more significant, however, was the use of covenants: this lay at the heart of the “unplanned planning” of urban growth. Unlike Private Acts, covenants were used in almost all urban development of this period and for a long time thereafter. Whenever a piece of land or the power to use that land was transferred from one party to another (“conveyed,” in the lawyers’ jargon), the transfer, whether a lease or a sale, would normally contain a number of specific stipulations, or covenants. Covenants (literally, treaties) were legally binding agreements between the parties that were part of the contract of sale or lease, so that failure to observe them could render the sale or lease invalid. They controlled or limited the use that could be made of the land or of any fixed property erected upon it. They could apply for a fixed term of years or for the term of the lease but were often “perpetual”—in other words, indefinite. The buyer or lessee was of course aware of them when purchasing or leasing either the land or the property, so that the price of the land or buildings reflected the existence and impact of the covenants.


There was an enormous variety and range of covenants—almost as many, in fact, as there were sales or leases. From the later eighteenth century onward they became the normal way of regulating development. The most common was the building clause, first widely used in London in the later eighteenth century as part of the so-called building lease. This was a lease for a fixed term, commonly for ninety-nine years, by which the leases was bound to erect a building or buildings on the site within a given period of years. The building became the property of the original landlord at the expiry of the lease, although in most cases the lease could be renewed upon payment of a fine. The principle of a covenant stipulating that building should take place within a given time was soon adopted in freehold conveyances and perpetual leases as well. This had the valuable effect of preventing the hoarding of land during periods of high demand and prevented pure land speculation. It also protected the landlord or developer from bankruptcy on the part of the builder. Failure to insert such a time clause into leases could cause disaster: the failure of a development as builders left land vacant or put up temporary or smaller dwellings than the developer had intended.26


Almost all conveyances also contained covenants that laid down either the minimum amount of money to be spent on any building or else the minimum rateable value of any property erected. These were to ensure a minimum standard of quality and to prevent adjoining plots and buildings from having their value reduced. A common figure was a cost of one hundred pounds or a rateable value of twenty-five pounds. Following a number of chancery decisions in the first decade of the nineteenth century that declared that simply stipulating that a building be erected was too vague a term to be binding, it also became common to insert covenants specifying the type of building to be erected, so that leases or sales would specifically state, for example, that a dwelling house was to be built.27


Also used very frequently from the later eighteenth century onward were covenants that controlled the use made of any buildings. The most common were ones that prohibited certain trades or activities from being carried on. These are still in force in many households in Britain today, so that bemused house buyers learn that they are forbidden by covenants from, for example, keeping pigs, making soap, or keeping a house of ill repute. Many trades were particularly prohibited through such covenants, the slaughtering or keeping of animals and what were often described as “noxious and offensive trades” (in other words, activities such as tanning, soap making, or metalworking, which produced effluent and/or noise) being those most commonly barred. However such “nuisance” covenants frequently went further than this. The letting out of cellars was very commonly forbidden, as was the letting of houses to more than a maximum number of tenants. Some covenants prohibited all kinds of trade, but this was unusual. Many, particularly in the later part of the period, forbade the retailing of alcoholic drink. By this negative rule covenants could, within broad categories, define what the accepted range of uses of a developed estate would be. Where commercial or factory development took place, they could be used to control the kinds of trade carried on and the size and nature of the factory.28


All of the kinds of covenants described so far were fairly general and appear frequently in the records. There were also, however, a whole range of far more specific and prescriptive ones, which were found most commonly, but not exclusively, in the more expensive developments. One type laid down the type and quality of the materials to be used in the building, specifying particular kinds of brick or stone or insisting on stone rather than wood for sills and windows. Also common were stipulations regarding the thickness of walls, the nature and quality of the roofing, and the size and placement of windows. Another very common variety of covenant laid down strict guidelines for the height of buildings so that all of the houses erected on a particular street would be the same height and have a common roofline, even if no two houses were built by the same builder.29


This kind of covenant could be even more specific and often was. One type, employed widely in London and the major provincial centers, prescribed very precisely the layout and appearance of the facades of all buildings, often down to the most minute details of decoration and architectural style, even to the shape of chimneypots. In extreme cases they would even lay down that the builder must use a design supplied by the estate or developer's office. What went on behind the facade was commonly left to the builder's discretion, but even here strict covenants such as the ones used by the Woods in Bath could include the details of what was permissible in terms of layout, number of rooms, and depth of the property from the frontage.30


As well as defining the kinds of buildings and their quality and appearance, covenants were also used to regulate the public spaces and lands between houses. Such covenants tended to be used in the conveyances of land from the original landlord. A very frequent occurrence was a covenant prescribing that the developer must pave the streets and provide sidewalks and street lighting. The developer would then often insert a further covenant putting responsibility for maintaining the pavements and lights on the purchasers or leasees of the property. The usual formula was for house owners to be bound to pave the sidewalk outside their property and the section of the street easement up to the halfway line of the road.31 The original conveyance would often also use covenants to prescribe the layout and width of streets and passages, as well as to bind developers to install and maintain drainage and sewerage. Some of the covenants used for later suburban and luxury developments, such as those of the Calthorpe estate in Birmingham, insisted on a general duty to keep the environment clean and reputable.32


So how were covenants enforced? As Christopher Chalklin says, “It is easy to underestimate the effectiveness of restrictive covenants in this period.”33 One problem of methodology is that to the extent that covenants were effective there will be no written records of their enforcement; the greater their effectiveness, the less need to take non-complying tenants or builders to court. This leaves the historian trying to demonstrate their effectiveness in the impossible position of trying to prove a negative, in other words, trying to prove that the lack of enforcement is actually a sign of there having been no need for it.


There are cases, however, in which developers or landlords went to court to enforce covenants, usually with success. Chalklin cites the example of a small-scale developer in Liverpool taken to court by the landlord (in this case the municipal corporation) to enforce a covenant requiring him to pave the streets and sidewalks.34 Moreover, in the later part of the period the courts were increasingly willing to recognize that neighbors had an interest in seeing that covenants of the “type of use and nuisance prohibition” variety were enforced because of the effect on the value of their own property and so allowed neighbors to bring actions for enforcement, even though they were not directly party to the original agreement.


The enforcement of covenants was most successful in the regulation of building aberrance and the layout of developments. As Chalklin, again, observes, “Yet, where compliance was essential to the completion of a scheme as originally planned, as in the case of covenants regarding the facade of houses, a real degree of success was achieved.”35 This success could be achieved by inspection by the estate or developer, in extreme cases such as the Bedford estate in London, or by the provision of detailed instructions and plans by the estate backed up by intensive supervision of the building process.36 More common were limited inspection and reliance on the law or the threat of revoking or not granting a full lease or sale.


The effectiveness of these and other kinds of covenants can also be gauged by the physical record of the buildings and the urban landscape—a much more satisfactory source for the historian than the written record. Here the evidence is indisputable. The surviving terraces of Bath and Cheltenham and the squares of the great London estates bear witness to this day of the effectiveness of covenants in creating a harmonious and uniform environment. With artisan and working-class housing the physical evidence has often been destroyed, either by war or by later redevelopment, but we do have the evidence of photographs that show that even in poorer housing developments, minimum standards of height, size, and appearance were enforced. It was only in the very cheapest housing, and particularly in secondary in-fill buildings in town centers, that no control was exercised.


There were of course enormous variations in the extent and specificity of covenants and also in the rigor and methods of enforcement. At one extreme were cases such as the Stamford estate in Ashton-under-Lyne in Lancashire or the Bedford, Portland, and Westminster estates in London.37 Here the covenants were extensive, detailed, and specific, laying down the finest details of use and design. In these instances the estate office or the landlord's officers would play a very active role, supervising the building process to ensure that covenants were complied with and maintaining oversight of the estate after development was completed to ensure that owners and tenants adhered to the conditions of use and maintenance. At the other extreme were cases such as the Norfolk estate in Sheffield, where only the minimum covenants were imposed, requiring that buildings be erected with limited stipulations as to quality and appearance.38 There was also a whole range of intermediate cases.


A number of explanations for this variety have been proposed, but on examination these do not stand up. The policy of the landlord or family is not a sufficient explanation because of the variation in policy among different estates held by the same landlord. Thus, the Duke of Norfolk, while imposing only minimal covenants in Sheffield, imposed very strict ones in the nearby smaller manufacturing town of Glossop. Again, there is no straightforward correlation of covenants with quality or type of housing. While as a rough rule of thumb it is true that the more expensive and exclusive the development the more strict the covenants, there are many exceptions to this. Ashton-under-Lyne, for example, was not a luxury suburb but a manufacturing mill town. In Hull and in parts of London and Brighton there are both cheaper developments with stricter covenants and more expensive ones with lighter.39


Another possible explanation relates detail of covenant to the number of landlords and the size of estates. The argument is that in towns where there was only one landlord or a small number of large estates, it was possible for the landlords or developers to impose strict covenants. This implies as a corollary that small towns would be more likely to see this pattern than large ones. In his work on the development of Southport by the Heskeths and Scarisbricks, John Liddle explicitly argues that the advantage enjoyed by a single large landowner, such as the Devonshire family in Eastbourne, was that a local monopoly position as the supplier of land enabled such a landowner to resist market pressures and choose more careful development over a higher return in the short term.40 However, the work of David Cannadine and of Donald Olsen contradicts this. Cannadine has shown that there is no clear pattern of sole landlords generating more controlled development, while Olsen's research on Sheffield concentrates on a single very large estate (the Norfolk estate) that controlled most of the available housing land and yet did not employ strict covenants.41


Some light may be cast by the history of covenants. Initially their use was rare except in highly exclusive resorts such as Bath. From the 1770s onward, however, their use became much more widespread, to the point that in the early nineteenth century covenants of at least a minimal kind were standard. At the same time they developed in terms of detail and variety: increasingly complex and specific covenants appear in the records, along with local variations. From the 1820s onward there is evidence, particularly in large manufacturing towns such as Sheffield and Birmingham, of resistance on the part of developers and builders to the use of strict (as opposed to general) covenants; this led to the failure of a large development on the Norfolk estate at Allsop Fields.42 By 1850 a pattern of sorts had emerged with the continuing use of strict covenants in many areas. Examples are found in Southport, parts of Manchester and Salford, and the large Calthorpe estate in Birmingham, while in other areas such as Sheffield only the minimal type was being used. In between, as stated earlier, were all sorts of intermediate forms. What had happened was that a social innovation, the restrictive/prescriptive covenant, had been introduced in the eighteenth century, widely adopted in the later eighteenth and early nineteenth century, and later adapted to a variety of local contexts.


This is commonly taken as evidence of the “failure” of covenants as a mechanism. This, however, is both to miss the point and to fundamentally misunderstand the nature of the institution. The assumption behind all of the arguments set out earlier is that covenants were an antimarket institution, designed to control or check market forces. According to this perspective, covenants were a form of planning by landlords, similar to that employed by the state but with the crucial difference that the state is a monopoly backed by the ultimate power of force. To the extent that they enjoyed a local monopoly position, landlords and developers were able to play the role of the state in their own neck of the woods. However, the example of the Norfolk estate in Sheffield shows, according to this view, that landlords were unable in the last analysis to resist the pressure of market forces that were pushing in the direction of cheaper, uncontrolled (i.e., unregulated by covenants) urbanization. (Why the market should create pressure in this direction is never spelled out.)


As implied earlier, there is a sharp contradiction in much of this. The argument is that covenants, by imposing extra costs on builders and users, pushed up the price of housing. This is broadly true. However, on the one hand covenants are criticized for keeping up the cost of housing to the point at which it was beyond the reach of much of the population, while on the other hand they are criticized as ineffective because too much working-class housing was being produced with only limited covenants being used. There is an unspoken assumption that the state has a magical power to escape the trade-off between quality and quantity and to provide a mass supply of high-quality housing. The evidence of public housing in the twentieth century in both Britain and the United States should be enough to persuade anyone that this is simply not true.


In fact covenants were not in any sense antimarket, nor were planning and regulatory institutions imposing some kind of order on an unruly system of supply and demand. Covenants were themselves market institutions, part of the market process that brought landlord, developer, builder, and consumer together. They were a market mechanism that enabled landlords and developers to sell “planning,” or control of the environment, as part of their overall package. They were in effect a service that enabled the landlord or developer to sell to the ultimate consumer not only land and buildings but also quality, appearance, environment, and services such as lighting and paving. Their status as legal institutions meant that the consumer would know that the regulations by which they were individually bound would also be enforced on their neighbors.


In fact covenants were a sophisticated method for circumventing two apparently severe collective-action problems. First, there was a “prisoners’ dilemma” type of problem. While it was in the interests of all inhabitants of an area or all builders on lots to maintain property or to build property of a common, high standard, there was an incentive for individual builders or owners to allow property to decay or erect cheaper buildings. Each actor had to work on the assumption that this is what their neighbors were doing because to assume otherwise would have been to run the risk of a severe loss. So the “rational” course of action would have been to not keep to any standard. Covenants circumvented this problem by imposing a common, enforceable duty on all the builders or inhabitants. This is one of the things the purchaser or leases of lands or buildings was paying for.


Second, covenants were a way around a classic “public goods” problem. The services that were sold and provided via the insertion of covenants—such as environmental quality, lighting, paving, street easements, and the like—are all “public” goods. That is, they have the quality of nonexcludability, so that once they have been provided everyone benefits from them regardless of whether they have paid or not. This creates, in economic theory, the “free-rider” problem, where every individual has an incentive to not pay for or provide a good but to instead rely upon others. The consequence is that the good is underprovided or not provided at all. Covenants were a means whereby developers and landlords could provide such public goods and sell them to the ultimate consumer by “bundling” the public goods with the private good of land use.43


However, all goods come with costs. It is true that land encumbered with covenants, precisely because it was more valuable to consumers, would tend to cost slightly more. At the final stage housing built in accordance with prescriptive covenants would often be more expensive (or smaller—one trade-off being between quality and size, whereby covenants decreeing high quality could be combined with smaller property and denser building to produce housing that was still lower priced). The point again is that covenants, being market institutions, were affected by market demand. Consumers would engage in a complicated set of trade-offs among environment, quality, cost to rent or purchase, size, location, and services. The costs of rent or purchase would incorporate the cost of providing the services or quality that covenants decreed. If this was too high for local conditions the property would not sell.


The result was that the system of covenants was flexible and market driven, hence the emergence of local variations in strictness and extent. In some areas, where there was demand for mass-built cheap housing, covenants would be light and loosely enforced, while in other areas there would be a demand for a high-class environment with highly prescriptive and strictly enforced covenants. Developers were able to tailor the extent of their providing “public goods” via covenant to the nature and scope of local demand, as well as account for other factors such as land and building costs. This is in marked contrast to the rigidity and fixity of state attempts to supply these goods through public planning, zoning laws, and the like. The flexibility also extended to the enforcement of covenants. Landlords and developers would often not enforce the building clause in a lease when demand for land was slack, as long as the rent was paid.


So looking at the urbanization process in Britain between 1750 and 1850 we can see a whole range of patterns and types of development, linked to a wide range of covenants as part of the product being provided. This variety is, of course, precisely what we would expect in a situation where market supply of a good is predominant. We can distinguish several broad categories of development. In the first place are large-scale developments with extensive use of covenants. These produced large, uniform developments with a higher proportion of high-cost housing. Examples of this are the New Town in Edinburgh, developed by the corporation but executed through subletting of plots to developers with strict covenants; other Edinburgh estates, such as the Moray estate; and the Bedford, Portland, and Westminster estates in London.44 We should not assume that such developments were uniformly middle class or professional: the records of the Westminster estate reveal that its population after development included a high proportion of traders and artisans as well.45 Often, as in Bath, cheaper housing was built behind the uniform facades of crescents and squares. In the second place is the large intermediate class of large- to medium-sized estates with covenants that, while prescriptive, were not as extensive as in the first category. The Cadogan estate in London and the various developments organized by Cubitt, as well as the major estates in Manchester and Birmingham, are examples of this. Here the housing is more mixed, but there is still use of the gridiron plan for street layout as well as prescription of building materials and height. This is not simply a geographical distinction: more than half of London development before 1830 falls into this category. The Clowes estate in Salford and the Park in Nottingham, to give just two examples, had extensive covenants.46 Third are cases such as Sheffield and Leeds after the 1820s, where the housing was cheap and covenants only laid down minimum standards of uniformity.47 In addition, there are also special cases, in particular the development of entire towns by single or multiple developers. In some cases, such as Cardiff with the Butes or Ashton-under-Lyne with the Stamfords, the covenants were highly prescriptive, while in cases such as Skegness or Eastbourne in the later part of the nineteenth century the landlord undertook the entire process of creating a custom-made resort.48 On the other hand are towns such as Huddersfield and St. Helens, where the use of covenants was more limited; in the case of Huddersfield a town was dominated by a single family, the Ramsdens.49 Towns dominated not so much by a single landlord as by a single industry or employer (e.g., coal in the case of Cardiff) would seem to be the ones most likely to have seen extensive use of covenants. The final special case is of the development of luxury suburbs, with an early example in Victoria Park in Manchester. This kind of development tended to take place more after the mid-Victorian period, with the Calthorpe estate in Birmingham and the various Egerton estates in Manchester being the best examples of this outside London.


The pattern of development described and the use of covenants continued in fact well after 1850; it was only in the years before World War I that this system began to be replaced by a system of national planning. There had been increasing control at a local level by local authorities before then, particularly in the by-then-established urban and industrial areas—this is one reason for the growing contrast between city and suburb that can be observed in the later nineteenth century. This was also the period that saw the rise of the ideology of town planning and the growth of a movement both political and intellectual in its favor.


There were a number of reasons for this. In one sense it was simply a part of the “spirit of the age,” of the general movement in favor of planning and control that can be discerned in the years before 1914. A major cause of this movement was the discovery of the slum and of the associated problem of the “residuum” of undeserving poor, which led to calls for a whole range of strategies for dealing with this problem (some, such as forced land settlement and eugenics, now thankfully forgotten), of which urban reconstruction was one. There was also in this, as in other areas, the impact of what Harold Perkin calls the “rise of professional society,” that is, the rise to prominence and power in modern societies of a class of professionals, many of whom stood to gain from the enlargement of state activity and state welfare.50


In the specific case of Britain there was the great impact from the 1870s onward of the Continental example, above all that of Germany, which became the “pattern nation” that the progressive intelligentsia wished to emulate. The example of Paris and Haussman was also influential. More influential in the long run, however, was the homegrown British product—the Garden City movement of Sir Ebenezer Howard and Sir Frederick Osborn. For many people the argument for town planning was not only or even primarily that it was needed to address specific urban problems such as the continuing existence of slums. They argued rather that industrial society was confronted by a whole series of social problems and that redesigning the urban environment was a way of resolving these problems. One particular argument concerned the need to remove the historic division between town and country by creating an environment that combined both—the Garden City. Such arguments played a major role in the movement to the planning apparatus set up after World War II.51




So, to return to our starting point, what of the nature and quality of urban growth in Britain during this crucial period of 1750 to 1850? The argument that this was a disorderly or chaotic process rests upon a particular definition of order and misinterprets the nature of the actual process. This was an orderly process, but orderly in the sense of spontaneous order, institutions such as property rights and markets leading individual actors to produce an unintended but orderly outcome. Also wrongheaded is the argument that instruments such as covenants were a form of planning that produced the order and uniformity of Bath or Cheltenham.


However, some historians, such as Sutcliffe or Ron Neale, would not deny this. Sutcliffe in particular is quite explicitly aware of the nature of the process. His argument is rather, as we have observed, that a market-driven process produced unsatisfactory results. It is an argument, in other words, about market failure. So was there market failure? If there was, was it any worse than the real-world alternative we have experienced in Britain since the Town and Country Planning Act?


There are some points about the record that even the most hostile observers admit. In the first place, the market did ensure a sufficient supply of building land. This is reflected in the relatively low proportion of total building costs attributable to land charges—about 10 to 20 percent.52 Cases such as Nottingham, where there was a local shortage of land, were exceptional. Second, as all authors admit, there was enough housing built to meet the exploding demand. There was not the kind of housing shortage experienced at times in the post—-World War II period. As Olsen puts it, “It [the unregulated market system] provided more middle class housing than the middle class could absorb and a supply of working class housing that, if of minimal standards of amenity, was in most cases adequate for the needs of the people, at a price that the great majority of the working classes could afford.” The official history of Sheffield makes the same point as does Maurice Beresford in connection with Leeds.53


The key point, however, is the one emphasized in the quote. The unregulated system not only provided housing, but it did so at an affordable price for almost all the population. The market-based nature of the “regulatory mechanism” (i.e., covenants) meant that the cost of housing was not raised by regulatory costs to a point at which it was beyond the reach of the majority—something that happened repeatedly in the twentieth century due to rent controls, zoning laws, and building regulations, leaving the state to meet the deficit through high-cost and low-quality public housing. Much has been made of the poor quality of artisan and working-class housing in this period, but several points must be made. First, had the quality been higher, the housing would have been too expensive for the majority. Nor was there an alternative of better-quality housing provided at the same price, whether by the market or the state. In the real world the alternatives were cheap housing or no housing—we can see the results of this choice in many parts of the world today. Second, as Marian Bowley points out in her standard history, the relationship between quality and price was a fair one.54 Finally, a point well worth making is that the quality of artisan and working-class housing was better than many allow. This was housing that lasted in many cases for well over a hundred years, until it was swept away by post–World War II reconstruction. The housing that replaced it has often not lasted even thirty years and has had to be demolished with loans and charges still outstanding. As one wag put it, “We have knocked down slums that had lasted for a hundred years and replaced them with slums that have lasted for twenty-five years.” As Sutcliffe points out in his comparison of Britain and Germany, the quality of British artisan and working-class housing was much higher than that found on the Continent, “despite less intervention.”55


Where there was market failure was in the provision of housing for the very poorest, and this was a problem as much of the countryside as the towns. The bottom 10 percent were unable to find anything but unsanitary and overcrowded accommodation. These were immigrants, above all the Irish, and people employed in the casualized and sweated sections of the labor market. However, it is a serious mistake to believe that this status was inevitably a permanent one; for many it was only temporary. Much of the historiography takes the exceptional conditions of the slum areas near the center of the urban areas, such as the East End of London or Angel Meadow and Little Ireland in Manchester, and presents these as being typical. This is often due to an uncritical reliance on a small number of polemical contemporary works and especially on Engels's Condition of the Working Class, despite its demolition as a reliable source by William Chaloner.56


Moreover, we should ask again what the alternative was. The work of people such as James Buchanan on “government failure” should make us skeptical of the argument that there is a ready and easy alternative to “market failure.” The choice is not between a flawed solution and a perfect one but between two unsatisfactory ones, and the judgement to be made is which is the least unsatisfactory. To believe otherwise is to fall into the “nirvana fallacy” mentioned earlier. When comparing unregulated urban growth with the private supply of housing and covenants providing public goods on the one hand with regulated and planned development and the partly public supply of housing on the other we should judge between the two real historical records. It is not clear, to say the least, that public housing in Britain or the United States today is any better than the private slum housing of a hundred years ago.


What of the other specific criticisms made by Sutcliffe and others? One is that a voluntarist approach to growth did not produce a satisfactory spatial division of functions. In fact the combination of market supply of land and covenants did produce a broad division between residential areas and suburbs on the one hand and mixed residential and manufacturing areas on the other. The classic form this took was the division between a residential West End and a mixed East End, found not only in London but also in Glasgow and Leeds. It also led to some functions, especially retailing and warehousing, being concentrated in particular areas, in the case of retailing on main arterial routes and after 1850 in central shopping areas such as London's West End.


It is true that in the “mixed” areas manufacturing and housing were located much closer together than modern town planning would allow. This partly reflected limitations of technology, especially transport. To locate even noxious trades away from the workforce was simply not feasible before the advent of the streetcar and the safety bicycle. Once these appeared, in the later nineteenth century, private entrepreneurs rapidly moved to provide out-of-town industrial estates, one of the first and best examples being the Trafford Park industrial estate outside Manchester, set up in the 1890s. Even before then many major manufacturing works had been sited outside towns on greenfield sites with railway access.


Moreover, this is an instance in which we should perhaps be skeptical about the very basis of the criticism. Is it such a bad thing to have work and residence in close proximity? There is a strong case to be made that the segregation of these functions by modern town planning has actually contributed substantially to many social problems such as unemployment and community breakdown.


Another frequent complaint about voluntarist development is that it led to a progressive segregation of social classes. The evidence shows that at least initially this was simply not true, with a wide social mix in many late-eighteenth-century developments. Also, the “decline of socially mixed neighborhoods” is a phenomenon that historians and commentators keep on discovering. It has been located in the 1980s, 1930s, 1890s, 1840s, 1820s, 1790s, and doubtless even further back! Like the equally mythical “rise of the middle classes,” this phenomenon appears to be happening all the time, which should make us skeptical about the supposed existence of a time when rich and poor lived together cheek and jowl. In any event, while the case against voluntarist growth is arguable, there is little room for doubt about the way zoning laws in the United States and the Town and Country Planning Act in Britain have worked to stop the building of cheap housing in the suburbs and countryside and to preserve these as middle-class enclaves while confining the poor to the inner city or overspill estates.




For almost a hundred years a powerful body of opinion has argued that the growth and building of cities cannot be left to voluntary action and cooperation. The conventional historical account of the first phase of urbanization, between 1750 and 1850, plays a key part in this argument. Investigation reveals, however, that voluntarist arrangements were able to generate institutions and practices that provided the goods and benefits associated with planning but in a more flexible and responsive fashion.


NOTES


1. Holmes and Szechi 1993; Wrigley and Schofield 1983.


2. Ashworth 1954, 7–8.


3. Ashworth 1954, 17–80; Choay 1970; Stewart 1952; Benevolo 1967.


4. See Sutcliffe 1981a, 2–15. See also Sutcliffe 1980a, 1–2. For another example of this later type of work, see Olsen 1982.


5. Sutcliffe 1981a, 3. See also Sutcliffe 1980a, 1–2. Olsen 1982 is a particularly good example of the final kind of argument, regarding the “failure of private planning” due to lack of statutory powers.


6. For a classic example of this kind of conflation see Stewart 1952, 139–42. An extreme example of the definition of order as necessarily the result of conscious design is Hart 1965, 173–85, and especially 174, where the argument is made that because the town is harmonious in design it must have been planned according to a common purpose. What the author is actually describing is the unintended outcome of a common interest on the part of many independent developers—the desire to attract wealthy visitors to the spa. For an example of a distinguished work that does not take this line, see Summerson 1970, 18: “For a town, like a plant or an ant-hill, is a product of a collective unconscious will and only to a very small extent of formulated intention.” For Hayek's exposition of this concept, see Hayek 1967a, 96–106.


7. Martin and Mcintyre 1972, 1:214.


8. The term “nirvana fallacy” was invented by Harold Demsetz. I owe this reference to George Selgin.


9. Deane and Cole 1967.




10. For a discussion of the impact of turnpikes on the pattern of urban growth, see Summerson 1970, 269–84.


11. Porteous 1977. See also Porteous 1969, especially 26–45.


12. Granville 1841; Liddle 1982; Bailey 1951; Haddon 1973, 101–88; Neale 1974, 1981; Gurnham 1972.


13. For the landlords’ role, see Cannadine 1980. See also Reed 1983.


14. Chalklin 1974, 60–61.


15. Summerson 1970, 40, 98–113. See also Banfield 1890; Olsen 1982. For Leeds, see Beresford 1980, 1988. Also see Jackson 1972.


16. Hobhouse 1971; Spiers 1976; Davies 1982. Chalklin 1974, 74–80, describes the role of the Woods. Also see Wilkes and Dodd 1964; Dyos 1968.


17. Chalklin 1974, 111–14.


18. For building societies in general, see Gosden 1973. See also Chapman and Bartlett 1971. For a skeptical view, see Beresford 1988, 196–202.


19. See for example, Davies 1982; Reed 1983, 111–20. Cannadine 1980, 229–390, discusses the creation of Eastbourne by the Devonshire estate, which involved the large-scale provision of infrastructure.


20. Church 1966. See also Reed 1983, 118.


21. See, for example, Chalklin 1974, 89–98. See also Chalkin 1968; Reed 1983, 120; and Hyde 1943–47, 153–59. For Victoria Park, see Spiers 1976, 13–20.


22. Tindall 1977.


23. Clifford 1885–87.


24. Summerson 1970, 40–45; Reed 1983, 117.


25. Chalklin 1974, 71. For an example of the process, see Clowes Papers (Broughton Park Estate), Local Collection, Manchester Central Reference Library.


26. Chalklin 1974, 110–11, gives details of the failure to develop the Sefton estate in Liverpool because of the omission of a time clause from the building leases granted.


27. Chalklin 1974, 65–66.


28. Chalklin 1974, 104, 137–40.


29. For Bath, see Chalklin 1974, 77–78. For examples from Manchester, see Chalklin 1974, 89–98. For an account of the Bedford estate's use of such covenants, see Olsen 1982.


30. Olsen 1982 gives details of the supervision of developments by the Bedford estate office. For Bath, see Neale 1981.


31. Chalklin 1974, 104–5. As the example cited (from Liverpool) shows, the real problem was not the laying down of paving and easements, as this could be enforced by making it a condition of the lease, but rather the maintenance of paving once the lease had been granted and the original pavement put down, as this was much harder to enforce.


32. For a highly detailed account of the development of the massive Calthorpe estate and its use of covenants, see Cannadine 1980, 81–228.


33. Chalklin 1974, 137.


34. Chalklin 1974, 105, gives the case of James Gill in Liverpool. For a general discussion of the effectiveness of covenants, see Chalklin 1974, 137–40.


35. Chalklin 1974, 139.




36. Olsen 1982.


37. For the Stamford estate, which built almost the entire town of Ashton, see Royal Commission on the State of Large Towns and Populous Districts, 1844–45, 2d report. App. Part II.


38. Binfield et al. 1993, 2:18.


39. Summerson 1970, 269–84. For Hull, see Jackson 1972, 110.


40. Liddle 1982, 134.


41. Cannadine 1980, 401–6; Olsen 1973, vol. 1, 333–57.


42. Olsen 1973, vol. 1, 341–43; Binfield et al. 1993, 2:18.


43. For discussion of this and related issues, see the essays in Cowen 1988.


44. Summerson 1970, 102–5, 163–76. For Edinburgh, see Youngson 1966.


45. Reed 1983, 113–17.


46. Kellett 1961, 1061; Butt 1971, 57; Summerson 1970, 190–98; Dyos 1968, 641–90; Chalklin 1974, 81–112.


47. Olsen 1973, vol. 1; Beresford 1988, 57–160.


48. For the case of Cardiff, see Davies 1982, 29–30. For Eastbourne, see Cannadine, 1980, 229–390.


49. Brook 1968; Barker and Harris 1959, 290–304.


50. Perkin 1990.


51. Ashworth 1954, 63–80. For the Garden City movement, see Howard 1902 and Darley 1975.


52. Chalklin 1974, 57.


53. Olsen 1973, vol. 1, 334 (emphasis added); Beresford and Jones 1967, 186–97.


54. Bowley 1966, 360.


55. Sutcliffe 1980c, 48–50.


56. Henderson and Chaloner 1971. The introduction by Chaloner is a systematic critique of Engels's sources and his misuse of them.
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