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Program

Historical introduction (Italy and the Netherlands)

The “Glorious revolution” and Britain’s public debt in the 18th century

Institutions and Britain’s public debt in the 18th century

The 1749 interest reduction on the public debt
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Historical introduction

Both in Venice and Genoa (and Florence), banking much associated with trade.

Bank of Amsterdam (1609-1820) Wisselbank, Exchange Bank

o Guaranteeing the value of coins

o 1609-1683: Full-reserve banking (or Limited Purpose Banking–LPB–Larry Kotlikoff)

o “ Indeed, customers would physically deposit metal coins with the Bank and account
balances were recorded in a central ledger. These deposit balances could be transferred to
other account holders without cost, or withdrawn for a small fee. ”

+ Bolt, Wilco, Jon Frost, Hyun Song Shin and Peter Wierts (2023). “The Bank of Amsterdam
and the limits of fiat money,” BIS Working Paper No 1065.
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The Case of Holland in the Seventeenth Century

Gelderblom, Oscar and Joost Jonker (2011). “Public Finance and Economic Growth: The
Case of Holland in the Seventeenth Century,” JEH, 71.
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The “Glorious Revolution” (1688)

What was the Glorious Revolution?

Business interests vs “land”
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Institutions and the public debt

Bank of England (1694)

Protection of the creditors of the government

Of course, good for the government

Other institutions

o South Sea Company

o East India Company
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Interest rates after 1688

Interest takes time to go down
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First loans

High interest rates, not redeemable

9/13



Attempts to reduce the cost of the debt

Exchange for the stock of a private company

Stock is mix of govt debt and real profits

Ref.: Quinn
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Two experiments

France: the Law system (1718 - May 1720)

Britain: The South Sea Company (1720)

Acquisitions by John Law:

o Banque Royale

o Company of the Mississippi

o Co of the Orient

o Co of Africa

o Mint

o Collection of all indirect taxes
(50%)

o Monetization of the Company

o Target interest rate: 2%
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A golden century of public finance
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