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L Trust ,  Socia l  Capi ta l ,  and History
' f l re 

concepts of  ' tmst '  and'socia l  capi ta l 'have enjoyed increasing vogue now for  more than a
dccade F{ istory has been nrobi l ized to support  them in var ious ways.  Past  societ ies are of ten
portrryed as having enjoyed more tnlst than modern ones. Flistory is mined for examples of
t l rc  c losel .v-kni t  and mul t i -s t randed socia l  networks thought to senerate part icular ly  r ich stocks
of  socia l  capi ta l . '  

- fhose 
modern societ ies that  reta in more vest iges of  associat ive networks

frorn thcir past are rc-gardcd as better off than those that depend exclusively on markets and
states.r Certain culrures are supposed to have evolved historically so as to fostc-r networks and
trust.r Yet rvhile rnany studies adcluce historical examples of social nefworks in passing, few
examine them rigorouslv, to identifo rvhich of their feafures generated trust, how they
dc-ployed their  socia l  capi ta l .  and what e l fect  th is had on their  economies.  This ar t ic le seeks to
f i l t  th is gsp.  by examining a histor ical  socia l  network f requent ly adduced as generat ing t rust
a r rd  soc ia l  cap i ta l :  t he  gu i l d .

l .  \Yha t  i s  Soc ia l  Cap i ta l?

Despi tc thci r  rapid d iaspora (or  perhaps because of  i t ; .  the concepts of  'socia l  capi ta l '  and
' t rust '  havc la l len prey to a horde of  compet ing def in i t ions. '  To be c lear about the object  of
d iscussion.  th is ar t ic le adopts the fo l lowing def in i t ion of  'socia l  capi ta l ' ,  which is  consistent
wi th c lassic d iscussions bv James Coleman and Robert  Putnam. '  'Socia l  capi ta l '  is  a store of
value generated when a group oF indiv iduals invests resources in foster ing a body c ' r f  re lat ion-
ships rv i t l r  each other (a 'socia l  nefwork ' ) ,  which gcnerates benef l ts  in latcr  per iods.o The
rcsources investcd in socia l  capi ta l  reside in re lat ionships wi th in a network rather than in
phy's ical  objects.  f inancia l  instnrrncnts,  or  (as rv i th human capi ta l )  s ingle indiv iduals. '

* I thank Andri Canr-s, Partha Dasgupta, Tracy Dennison, Jererny Edrvards, and Tirn Guinnane for stimulating
discussions of the argurnent-s presented in this essav and exceptional ly helpful cornnlL'nts on earl ier dral ls. I  also
grate{lll,v- acknorvledge the support of a British Academy Research Readership during it-s rvriting.

I JS. Colenran. Sociai Capitel in thc C'reatioo of l lunran Capital,  in: American Joumal of Sociolog_v 94. 1939,
Supplernent. pp. S9-i-Sl l().  here pp Sl lT-Sl l9; R.Lr. PumanuR. Leonardi, /R.Y. Nonett i ,  Nlnking Democracy
\\ 'ork. Civic Tradit ions in Vlot lem ltaly, Princeton, NJ 1991, esp.pp l6l-85; F. Fuku.t ' rnu. l-rust: lhe Social
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The rct t t rns fo socia l  capi ta l  i r rc nrany.  in th is v iew, but  a i i  la l l  in to one of  fcrur  categor ies. ,
Fi rst .  socizt l  nehvorks fbster  sharcd norn?s,  creat ing cxpectat ions of  f rustworth iness which
rcdt tce t l tc  t ransact ions costs associated wi th v io lat ion of  agreenrents.o Second, socia l  networks
inrprovc information florv, creating the tmst necessary to solve market failures caused by in-
complcte or  as) 'n lntetr ic  informat ion. 'o Third,  socia l  netw,orks crcats the Fust  that  lac i l i tates
group .sanctittrt.s agttirtst devittt ion-r lrom the network's nonns.rr Fourth, social networks create
the t r r ' rs t  t l tat  overcomes obstacles to co[ lect ive pol i t icer l  oct ion to moni torgovcrnment. , 'Socia l
capital is heltl to bc created when social nctworks create the trust necessary for correcting fail-
ures of markets and shtes, and this ittvestment pays off in terms of better contract enforce-
ment,  in l i r rntat ion,  sanct ions.  and col lect ive act ion.  The tota l  cost  of  the investment in socia l
capi ta l ,  i t  is  c la imed, is  exceeded by the tota l  benef i t  f lowing l rom these four sources.r l

Accordirtg to this view, all four forms of value associated with social capital - norrn foster-
ing.  informat ion f low, penal t ies on deviance,  and col lect ive act ion -  have strong 'publ ic  good'
character is t ics:  indiv idual  investors in socia l  nehvorks enjoy only part  of  the benef i ts ,  so they
mry under- invest . t '  This has pol icy impl icat ions:  to the extent  that  socia l  capi ta l  exists and is  a
public gootl. there is a case for public action to create, subsidize. or privilege social networks,
rvhetlter to strbstih.rte for states or markets or to make them work better.ri Increasingly, invest-
ing in social capital and social networks - rather than, for instance, effective states an<l effi-
c icnt  ntarket-s is  being rccommended as a solut ion to problems of  socia l  exclusion and
regiorra l  d ispar i t ies in the r ich \ \ 'est . 'o  economic t ransi t ion in post-communist  Eastern Europe, ' '
ancl  c levelopment chal lcnges in thc Third World. ' '  These pol icy impl icat ions mean i t  is  impor-
tant  to look cktsely at  the inst i t r : t ions that  create socia l  caoi t t r l .

8 (.-olenran. Social Capitai,  pp. S 100-S l0l.
9 L-<>lenwn, social capital. D. Gamheua, Can we Trust Trust?, in: D. Ganbeua (ed). Tn:sr: lvlakine and Bre&k-

ing C'ooperative Rclat ions. Oxflord l9lt8. pp. 213-3i.
10  Co lemarr ,  Soc ia l  Cap i ta l ,  pp .  S l0 l -S102
ll Punonr et a/., lvlaking Demr>cracy Work; Coleman, Social Capital; D. Naral,an/L, prirchert, Social Capital:

Ll'idencc and hnplications. in: Drz'grrptaiSetageldin, Social Capital, pp 269-95.
l2 I'utnanr el 2r1., Nlaking Dernocracy Work; C-olenrazr, Social Capitai; Narauan/PtitcAerr. Social Capital.
l . l  

- thc 
social capital l i tcrature gcncral ly avoids discussing wbat these cosls must bc, but at the least tbey must in-

clr.rde the opportunity cost oIthe tirtre and other resources devoted to lostering interpersonal relationships within
social nelwork-., and in principle they should also include any negative extemalities resulting from actio6s taken
bv lhc nenvork. For cxccptional contr ibutions that consider the costs as well  a-s thc benefi ts oIsocial capital and
trust, scc P. Da..sguptd. Economic Progress and tbe Idea of Social Capital. in: Dasgupta/Seragelrlin, Social
Capital. pp. 325-421, hcre e.g pp. 7)7, 314-7. f 67: and P. Do.rgtpra, Social Capital and Econornic Progress.
Analytics, in'. E. Osu'om/T. K. Ahn (erls.), Social Capital: a Readcr. Cheltenharn 200i. herc esp. p. 310.

l4 Coienan- Social Capital.  pp Sl l-5-SIl9: P. Dargupto. Trusi as a Commotl iry, in..  Ganrhern, Trust. pp.49-72.
hcrc 6.tr.

15 L'rtited I'otion.s Det'ektpntent Progranr, Hurnan Developrlent Report 199-1, Oxford 1993, p. 8; Il'ortd Bonk,Tne
Worid Benk and Part icipation. Washington 1994. p. i :  E,4. Breu,The part iciparory principte in Development
Prct jects: the Costs ald BenefiLs of Cooperation, in: Public Adrrr inisrrat ion and Developrnent 15, 1996, pp. 5-19,
hcr e esp, pp 5-6.

l6 Colennn. Social Capital .  Putnont el a/.  Nlaking Democracy Work.
li ,ll. Raiser. [nflormitl Institutions, Social Capital and Econornic Transition, in: G..1. Comioil'. Popot, (etl^,;.),- I ' r^ensit ion 

and Inst ihrt ions. thc Expcricnce of (}adtral arrd Late Relonners, (-)xford 2001. pp 2iB-19: J.,Stigt ix.
l jc"v Brit lqcs across lhc Cha.srrt :  Inst i tut ional Strategics fbr the' iransir ion I lcontinric:;1\{ 'or lr l  I lank, B Dcc.
[999). http:, ' ,  r i  bln()() 18. rvcrldbank.org, 'eca, 'eca.nsl l0rOacBadcTb()]aca()113525(i8,1 /(X)- le2b82? (Jpcnl)ocunrent.

l l  Li t i ted r\ ir l l r . :r .c DeveloJsntent l ' rcgront. Hrrnral i)crelopurcnt Rcport 1993, esp p. i i ,  I l :or l , l  Batrk. 
'T'he 

Worlr l
B,rrrk ar,J [ ' rrrt icipirt iort.  esp.p. i :  [ ,)n.s.9ttytt t t . ' : t ' t  t tgc.!din, Social t 'apitat,

l-he Lise and ,lbuse of Trust 
n

what k ind of  inst i tut ion fosters socia l  capi ta l? Janres Coleman, one of  the ear l iest  theor ists
focussing on this question, postulated that the unusual degree of trust associated with .interest-
ing' social capital - the sort yielding the four pay-offs mentioned above - is l ikely to be gener-
atcd by social arrangements possessing two key features: 'closure' 

and 'multiplex 
relation-

ships" 'Closure' 
mcans that network membership is clearly tlefined, so that nlembers, actions

can be casily monitored. norm-violating behaviour eflectively punished, and norm-compliant
behaviour col lect ively rewarded. 'Mul t ip lex 

re lat ionships '  mean t t rat  an organizat ion,  .once
brought into existence fbr one set of purposes, can also aid others'. Iv{an/social networks
(especially those such as g'.ri lds, with long historical roots) are not deliberaiely .brought 

into
existence for one set of purposes', but mernbers of the network do engage in repeated hansac-
tions with one anothcr, which generally encompass different spheres of activity such as the
economic,  socia l ,  pol i t icai ,  and re l ig ious.  This generates mul t i -s t randed relat ionships which
endow members with multiple means of getting information about, punishing deviance in, and
urging col lect ive act ion on onc another. t "  Coleman's ins ights are s igni f icant , -yet  in the spate of
publ icat ions on socia l  capi ta l  and socia l  netw,orks s ince 1989 they have ha.diy been pursued.,o
As this essay will argue, however. European economic history suggests that 'closure, 

and'mul t ip lex 
re lat ionships '  are essent ia l  for  generat ing socia l  capi ta l  and crucia l  to i ts  broader

impact.

2 .  Wha t  i s  T rus t?

But what is  th is ' t rust '  that  is  so c loselv associated wi th the concept of  'socia l  
capi ta l '? To be

clear about what we are discttssing, tf i is essay will atlopt the straightforward, ordinary-lan-
guage definition of trust as 'coltfidence 

in or reliance on iome quality or attribute of a person
or th ing' .2 'socia l  ss ient is ts arc interestcd in th is conf idence or  re l iance in per.sons and th ings
because there are strong reasons for believing that without it. economic agents will relrain
from engaging in t ransact ions involv ing ccr ta in people,  th ings,  or  inst i rut ions,  and mufual ly
beneficial cooperation will go unrealized." However, this ordinary-language definition of trust
only takes us so far.

For one th ing'  i t  is  arnbiguous as to whether ' t rust ' re lers to an inward sent iment or  an
observable propensiN.The sentintent of trust is a fecling or attitude adopted by an economic
agent:  i t  is  not  d i rect ly  observable by the socia l  sc ient is t  ancl  is  at  most 'an input  into act ions
whiclr have outcontes for the economy. Trust as a propensitt,, by contrast, is just the increased
tertdencv to engage in certa in act ions:  i t  is  observabL and i t  d i rect ly  g ives r ise to economic
otttcomes. Contributors to the literahrre on social capital often talk in terms of tmst as a senti-
ment,  seeking to measure people 's feel ings of  t rust  and analysing the inf luences on these feel-
ings ' : '  However,  s ince i t  is  not  inputs but  outcomes that  have socia l  benef i ts ,  what socia l  capi-
ta l  theor ists are real ly  interestecl  in is  t rust  as an observable propensi ty to engage in certa in

19 Colennn, Social Capital.  pp. S 104-S I i0.
20 For an excellent recent exception, see N. Moienaerc, A.ssociations or lnformal Nerworks? Socral Capital and

Local Developrtrent Practices, in: ,Ll FIooghe,/D. Sioltc (eds.). Generating Stxial Capital: Civil Society and In-
st in-rt ions in Cor.parative Perspecrive, Nerv york 2003, pp. I  l3-112. here esp. p. 122.

2l Conrpact olbrd Engtish [-tictionarv, oxrord r991, p 2 i22. panel 623
l2 Sctr the djscussion of t i re social artd econornit-- signi i icance of rrust in Dosqupta. ' l -ru.sr. pp. 49-51,55, 6l:  Gant-

be:tra, Cut \rVe I rust Trustl ,  pP. 2l 7-2t).
l l  Scc., f i rr  instarrcc. ( jantbeua. Can We Tnrst Trust, l .  p. Zl1; prtt t t t tnt.  Borvl ing .Alone, pp 134-4: For a cri t icisrn

of this tcndenc:v in the l i terah,rrc on rmsr. arrr i  s()cial capital.  part icularly in t ire work of R-6bert putrarr),  sec
Slol iei l{d1.q/1. ' .  ( 'orrcir:sion. in. l ! ,ngln;:Stol ie (et ls.).(- iencr;rt inp Social Capital,  pp.23l-.1g. here esp p.241
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act ions or  epter  into certa in types of  t ratrsact ion. 'n Such a propensi ty lnay or  may not  der i ' re

f rom arr  inrvard sent intent  of  t rust .  I t  may of ten der ive t iom a percept ion that  certa in socia l

arransentents tend tc' ' lead one's transaction partners to beltave in a tntstrvorthy way even if, in

the abserrce o[ these socia l  arrangenents,  one would not  feel  a set t t iment of  t rust  towards them.

Econornic h istor ians invest igat ing socia l  capi ta l  are pr imar i ly  interested in outcomes -  and also

preler to fcrcus on rvhat is obscrvable * so tlt is essay will concentrate on trust as a propensity

rathcr  than as a sent iment.

But  even when i t  is  regarded as an obscrvable propensi t -v,  the concept of  t rust  is  st i l l  used in

several  d i f fercnt  ways by socia l  sc icnt is ts.  Before we proceed, we wi l l  have to minimize th is

confusii, ln by making a few irnpcrrtant distinctions. First, there are fwo brt-lad categories of 
"vhat

nrav be an ohject o[ trust: per.tons anrJ, instittrtions. A propensity to trust itt persons is a ten-

dclcy,  for  whatevcr rcason, to be wi l l ing to enter  into t ransact ions wi th partners having certa in

personal or grcup attributes. A propensity to tmst in institttt iorts, by contrast, is the tendency to

make usc of 'part icular  mcchanisrns -  gui lds,  markcts,  states,  comrnuni t ies.  churches,  manor ia l

systcms, masonic lot l_ees,  re i ig i t rus c lubs,  maf ias,  carte ls.  or  any one of  the myr iad of  mecha-

nisms avai lable in one's sociefy to rnediatc human rc lat ionships.  Much of  the l i terature on so-

c ia l  capi ta l  th i ls  to d ist inguish between these two mani festat ions of  t rust ,  even thorrgh they

hal , 'e qui te d i f fcrent  pol icy impl icat ions.  Thc socia l  capi ta l  l i terature of ten assumes. for  exam-

ple .  that  encouraging t rust  in persons wi l l  g ive r ise to greatcr  t rust  in inst i fut ions,  which in turn

is invar iably regarded as an unambiguously desirable outcome. Yct  the process by which t rust

in persons translates into trust in institutiorts is never spelled ottt. Evcn nrore worryingl.v, it is

easy to iqragine both persons (charismatic dictators. religious zealots, promoters of pyramid

schcmes) and institutions (mafias, cartcls, racist clubs) that attract trust but do not benefit society.

El 'cn beforc addressing such causal  and normat ive quest ions,  there is  a fur ther d ist inct ion to

be draw,rr behvcen fwo very different kinds of trust in persons - a particttlorized tnrst in per-

scrrrs of krrcrwn attributes or affi l iations. and a generalized trust that applies even to conlplete

strangers. Purticulqrized tntst depcnds on specific personal attributes or group affi l iations of

your t ransact ion partner:  you are wi l l i r rg to enter  into a t ransact ion because you ei ther knorv

y 'gur t rapsact ion partner personal ly  or  she is  a member of  a group whose other membcrs you

trr rst  as a rcsul t  cr f  knowing their  personal  at t r ibutcs."  General ized t rust ,  by contrast ,  is  a

propcnsi ty to entcr  into t ransact ions rv i t l t  a l l  persons on an equal  foot ing,  even wi th strangers -

pcoplc of  rvhose personal  character is t ics or  group af f i l ia t ions you are ignorant .  I t  is  th is gener-

al izcd t rust  in st rangers u 'h ich socia l  sc icnt is ts f ind part icular ly  intercst ing,  s ince i t  is  thought

to l r l r 'c  vcry wide socia l  and economic benef i ts ."  But  the socia l  capi ta l  l i terature.  whi lc  paying

l ip serv icc to general ized tmst as a dcsired outcomc. actual ly  spcnds most oI  i ts  t ime discuss-

ing part icular ized tnrst  in persons of  known at t r ibutes and af f i l ia t ions,  at td s imply assumes that

l , l  For a clcar-sighted discu,.sion fbcussing on the obsenable. econornical l i ' relevant aspect of trust ( i .e.,  rvhat r '"e

arc terrning rrust a.\  a propensiry), see Dosgttpto, T'mst, esp pp -19-5 l ;  anti  P. Seabright. ls Cooperation Habit-

Forrning?, in' .  P. Dttsgupta'K-G. , l tdler 1t 'ds.).  Thc Environrnent and Enrcrging Dcvelopment l .ssucs,2 vols..

( ) r lb rd  1997.  vo l .  ? .  pp  283-307

2-5  For  I  t i cscr ip t ion  o l - th is  k in t l  o f - tn rs t  in  thc  c r rn tc r t  o f  t .he  I t ; r l ian  mal i&  scc  D.  Gont l te l to ,  N la [ ie :  the  Pr icc  o f

l J is tn rs t .  \n .  ( ia t t t l t , ' t ! i t .1nrs t .  pp-  159-7-5 ,  hcrc  pp .  165-6 .

26  For ;1  5 r ,nnpt ic  v ieg  o f  t | , :  o r iq ins  anr l  econonr ic  i rnp l i ce t ions  o f  q , . -nere l i zed  t rus t  in  s t rangers ,  see  f .  .5eaAr iq i , t ,
' l h t :  ( 'o r l fa1y  o f  S t ra r rs r rs :  a  Natura l  H is t , rn '  o f - l : cononr ic  L i t 'e ,  Pr ineeton  2( ) ( )4 .  ( )n  t l rc  ccn t ra l i t i . t r i  f ] - . : t t c ra l -

izcd trrrst to rhc ior: ial  cirpital l i tcr;rturc, st 'e Stt ' l le ' ' l {ooqhe. Cottcltrsion, np. :12-1.

The Lrse ord ,,lh,,se oJ'Tru.rt

th is somehow leads to h igher levels of  general izecl  t rust . "  One purpose of  th is essay,  therefore.
is  to exarnine thc re lat ionship befween a part icular izcd and a general ized tmst in persons.

Bttt we must also distinguish behvecn two very ditTerent kinds of trust in institttt ions - a
diJferentictl trust t-rf institutions with 'closure' (institutions mainly trusted by their members),
and a utifornt trust of institutions whose provisions apply uniformly to anyone in a given soci-
ety. Differetttia[ trust is a propensity to allow your transactions to be mcdiated by a particular
irrstitution because it can be trusted to cnforce yovr particular rights and privileges. 

' l 'hus, 
for

instance,  an ear ly modern craf tsman might  have had : r  propensi ty to a l low his t ransact ions to
be mediated by his gui ld because he t rustcd i t  to enforce his part icular  r ights and ent i t lements
as a guilcl member. UniJbrnt trust. by contrast. is a propensity to allo"v your transactions to be
nrediated by an instifution because it can be tmsted to enforce an)'one s rights and privileges in
an impartial rvay. regardless of personal attributes, Thus, for instance, an efficient market or a
j t rst  s tate is  supposed to rnediate the t ransact ions of  any economic agent impart ia l ly ,  wi thout
regard to any persc.nal  character is t ic  apperta in ing to the indiv idual  (such as gendcr,  ethnic i ty ,
religion, or occupation) rather than the transaction in question (properry rights, legality, etc.).

It is this uniform trust in institutions as being impartial, fair, and accessible to all members
of  society which thc socia l  capi ta l  l i terature emphasizes as a desirable,  long-term outcome. But
thc immediatc pr ior i t ies of  t i re socia l  capi ta l  l i terature are c lubs,  associat ions,  gui lds,  commu-
nities - irrstitutions that generate a dffirenlral trust, a pcrception that they are specifically
accessible to certain groups (their members), generating a propensify among their members to
al iow t ransact ions to be mediated by these inst ihr t ions bccause they can be tnrsted to enforce
membcrs '  part icular  r ights and pr iv i leges.  Thc taci t  assumpt ion in much of  th is l i terafure
secms to be that encouraging a diJJbrential trust in group-specific institutions such as associa-
tions will sontehow translate into a higher degree of uniform tmst in impartial institutions such
as markets and governmcnts."  A second purpose of  th is essay,  therefore,  is  to examine the
relat ionship betwcen a di f ferent ia l  and a uni fornr  t rust  in inst i tut ions.

Trust among persons and tntst in instifutions are interconnected: if you do not trust an in-
st i t t r t ion to enforce contracts you wi l I  not  t rust  persons to fu l f i l  their  agreements and hence wi l l
avoid t ransect ing rv i th t l rem, i f  you do not  tnrst  the persons act ive in a part icular  inst i tut ion
(t radcrs in a certa in markct ,  judgcs in a certa in law-court ,  mastcrs in a certa in gui ld)  you wi l l
avoid t ransact ing l ' ia  that  inst i tut ion and may refra in f rom transact ing at  a l l . 'n  As wi l l  cmerge
from thc empir ical  f indings for  pre- industr ia l  Europe, the c loscly-kni t  associat ive networks
enrphasised in the socia l  capi ta l  l i teratr . r re lbster  a part icular ized tnrst  in people and a di f feren-
t ia l  tmst  in in.st i fut ions.  I \ lcmbcrs of  part icular  gui lds and cornmuni t ies were t rusted and orre
lvas wi l l ing to t ransact  wi th thcur because of  the pcrsonal  at t r ibutes associated wi th member-
ship in thcse groups.  Cui lds and cornmuni t ies themselvcs were t rusted to the extent  that  they
wcrc known to bc accessib le to indiv iduals wi th one's own at t r ibutes and to enforce the
speci f ic  r ig l r ts  and pr iv i lc-ges a.ssociated wi th those at t r ibutes.  General ized t rust  in st rangers
and uni form trust  in inst i tut ions,  by contrast ,  appear to be a.ssociated wi th the emergence of
impcrsonal markets and inrpartial states - often at tlre e-raen.re of special privileges enjoyed by
part ic t t lar  groups.  A general izcd t r t rst  in h i t l rer to r rnknown transact ion partners was mani fcsted

27 [ :o rc r rsentc r i t i c is r t tso f th isgap insoc ia lcap i ta l  t ] rcory ,see , \ to / le i l Joo ,q / re ,Cor rc lus ion ,pp .236-7 .
23 Fe.r cvidcncc r)n utodcrn euonomics qrrc-st i ,rnirrq u'hetl tcr s<-rcial capit ir l  gocs bcyontl  ibstering a dif ibrential trust

i t t  essociat i ' . ,c inst i tut ions te gencrating a rrni lbnn trust in irnpart ial  state inst irut ions. sce.!/o/ le, ' | l ,ytghe, ( lonclLr-
s i r ln ,  pp  :  16-  1 r )

2f) ( )n this. scc I )u.r,qrtpta,. l  lust.  p 50.
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20 Sheilagh Ogilvie

when olre krrerv that one's transactions rvith thcse strangcrs would be mediated by zur impartial

institrrtioual lramework tltat enfbrced propcrty rights and legal contracts rcgardless of attrib-

utcrs of the contracting parties. Knowledge of the personal characteristics or group affi l iations of

transaction partners w'as unnecessary because one could have confidence that impersonal, effi-

cient ancl frirnsparent markets were conveying reiiable information ancl that where that information

was farrlty and a corrtract w'as violated, an impartial legal systcm would punish the offending

party.
' l 'h is  

d iscussion has introduced hvo pairs of  concepts that  run in paral le l :  part icular ized ver-

strs gcneralized trust in persons, an<J di fferential versus uniform trust in institttt ions. The

lurspoken assumpt ion of  the socia l  capi ta l  l i terature is  that  the f i rs t  i tem in each of  these pairs

is always cornplcmentary rvith the second. A particularized trust in people who are members of

your nctwork brings about a generalized trust in people you do not knorv, and this makes states

and markets work better. A differential trust in institutions (e.g.. associations) which enforce

your specific rights and transactions somehow gives rise to a uniform trust in governmenlal

and market  i r rst i tut ions which wi l l  enforce anvone s r ights and t ransact ions.  Empir ical  f indings

lor early modern Europe suggest not only that this hypothesis is false. but that its reverse may

be true: rathcr than ccttnplernent.s, differential and uniform trust are often slbs/itutes. A final

purposc of this essey. therefore, is to explore horv economies moved from particularized and

dif ferential to gcneralized and uniform tntst, and what role was played in this process by the

socia l  capi ta l  of  tnrst  generated by gui lds.

IL  Gu i lds  and  Soc ia l  Cap i ta l

The grr i ld  is  unquest ionably the most i rnportant  h istor ical  inst i fut ion referred to by pol i t ical

sc ient is ts,  economists,  and pol icy-nrakers as an example of  'socia l  capi ta l 'and' t rust '  in  act ion.

Thus,  for  instance,  the inf luent ia l  pol i t ical  sc ient is t  and pol icy advisor Robcrt  Putnam has

ident i f ied the socia l  capi ta i  created by northern l ta ly 's  gui ld t radi t ion as a major  determinant of

i ts  modern econornic success,  and argued that  lack of  th is gui ld t radi t ion condemned the l ta l ian

south to ccntur ies of  economic anr l  poi i t ical  s tagnat ion. lo The development economist  Pranab

Bardlran has contended that  gui lds benef i ted economic growth histor ical ly  and has urged more

strrd ies of  l torv socia l  capi ta l  can benef i t  gnlwth in modern devekrping economies. ' '  In a 1999

speech to the World Bank,  i ts  Chief  Econonr ist  Joseph St ig l i tz  l is ted 'gui lds '  among those in-

st i tut ions whic,h,  by generat ing socia l  capi ta l ,  could 'support  entrepreneur ia l  ef for ts '  in  modern

transi t iorr  economies."

Cui lds rvcre w- idespread in Europe f rom the medieval  per iod to -  in somc societ ies -  the

nincteent l r  century,  and debate st i l l  rages about why thcy existcd and the economic impact  they

exertcd.  The Enel ish- language histor iography tends to regard gui lds as impc'rdant  only in the

nrccl icval  prer iod.  in the urban economy, and in t radi t ional  craf ts.  This is  probably because in

the except ional  economies of  England and the Low Countr ies gui lds remained rcstr ic ted to

urban crafts, did not spread to export-t ' lr iented proto-industries, and from the sixteenth century

on were gerreral  ly  weakencd and c i rcumvented even. in tow-es,  of ten facing a stark choice

3 0  l u t n , n t e l a i , l v , l a k i n g D e m o c r a c y W o r k , p p .  l 6 l - . q 5 ;  P u l n o t t r , B o w i i n g A l o n c , p p .  l l q , 3 2 2 - 1 , 3 2 5 , 3 4 6 - 8

1l P. BLzrdhr:n, The Nature of Lnstinrt ional hnpctl i rncnts to Econonric Developrncnt. Center for lntcrnationai and

l)ereloprrrcnt Econorrr i t 's Resean:h Paper C96-()66 ( ivlruch l .  1996). http:/ ircpositories.cdl ib.org,r ibericidcr/{ ' ia( i-
()f i6, hcrc pp 6-7.

l2 On tf ie rclc.vuce of guikl.s and sr.rcial capital to rnoi lcrn iransi l i r 'n cconornics. sec Sl lgl i t : ,  Nc* l3ridges; Rai.ser,

l t t f l r r r r ra l  Ins t i t t r t ions ,  hcr l  p .  2 - ]  t .

7'1rc Use ond rlbu.se of Tntst

bctrvcen extinction and transformation into much looser and more flcxibie associations which
ultimately came to serve mainly social and culfural purposes." But in most European econo-
mies,  as recent  research has shown, strong gui lds surv ived long past  the medieval  per iod and
new ones were formed in the seventeenth, eighteenth, and even nineteenth centuries.r' Even in
thc- Low Countries, where guild decline began first, institutional development bifurcated after
about 1700, wi th a cont inuing dccl ine of  gui lds in the Southenr Nether lands but  a resurgence
irt the United Provinces." In other regions of Europc, guilds expanded outside the urban craft
economy and established thcmselves in merchant trading and export-oriented proto-indus-
tries.'o In many central and southem European societies - including Germany, Switzerland.
Austria. Bohemia, Italy. Spain, Greece, Bulgaria, and Serbia - rural or 'regional' (nrral-urban)
guilds were established throughout the early modcrn period." Guilds' long survival does not
mean thev were efficient or bcneflcial, but it does render them an importaut object of reseirrch
for  understanding European economic development.r '

3l On the Lorv Countries, see P. SlaDei, Guilds in Late Medieval Flanden: Nlyths and Realities of Guild Life in an
Export-Oriented Environrnent, in: Journal of Nledieval History 3A,2OO4,pp. 187-212, here p. 194;J. Molar,
The Industrial Revolution and the Netberlands: Why Did It Not tlappen?, paper presented to the l50th Anniver-
sary Conference Organized by the Royal Dutch Econornic Associarion, l0- l l  Dec. 1999, pp. 10-12. On the
weakening even of the most porverful guilds in England, the London livery companies, lrom the sixteenftr cen-
tuty on, see J. R. Kelleu, The Breakdown of Guild and Corporation Control of the Hmdicraft and Retail Trades
in London, irr :  Economic History Revierv, 2nd ser. 10, i958). pp. 381-94; and the essays in I .A. Gadd'P. W'al lk
(ed.s/,  Guilds, Sociery, and Ecoootny in London. 1450-1800, London 2002. For a conrparative discussion in the
context of proteindustries, see S. Ogilvie, State Corporatisrn and Proto-lndustry: the Wiirtternberg Black Forest,
i  580-1797, Cambridge 1997, pp 412-37 .

34 Sce the evidence inJ. Ehmer, Traditioneiles Denken und neue Fragestellungen zur Geschichte von Handwerk
und Zunft, in'. F, Lenger (ed), tlanCwerk. Hausindustrie und die Historische Schule der National0konomie.
\\ ' issenschafu- und gewerbegeschichtl iche Penpektiven. Bielefeld 1998, pp l9-77, here pp. 36-7, 54 Ogilvie,
State Corporatism, pp. 72-9,419-17; U PJister, Craft GuikLs and Proto-lndustrialization in Europe, l6$ to l8th
Centwies, in: S.R. Epstein/H.G Haupt/C. Ponil'l{. Solv (ecls.). Guilds, Economy and Socier,v. Seville 1998, pp.
1l-2,1. here I l -14; and l l ' .  Reitthghaus, ( ierverbe in der lr i ihen Neuzeit,  Nlunich 1990, pp. 6l-3,71-2.79-80.

35  Onth isb i fu rca t ion ,seefu fo lo , r , lndus t r ia l  Revo lu t ion ,pp .  l0 - l2 .Ontheresurgenceofgu i ldpower in theUni ted
Provinccs, see S Bo.szP. Lourens/J. Lucassen, Die Ztinfte in der nicderlZindischen Republik, in'. H.-G. Haupt
(ed.), Dts Ende der Ztinfte. Ein europlischer Vergleich. Gottingen 2002, pp. 127-53, bere pp. 128-9: J de
l,i'iesi.'1.1v{. van der W'oude, The First Modem Economy: Success, Failure. and Perseverance of tie Dutch Econ-
omy, i50O-1815. Cambridge 1997, pp. 162-3,29]-4,340-1,581-3; t- , ' .  Pf.ster, 'The Cnft Guild as a Firm'or
'Guills and Proto-lndtstrialization in Europe, i6th to lSth Centuries', paper delivered at the conference 'Guilds

and Non-lndustrial lVorld-s, Utrecht Universit-v. 7l-22 January 2000, here pp. l2-13; J.L. van Zanden, The Rise
and l)ecline of Holland's Econorny: Merchant Capitalism and the Labour lUarket, Nlanchester 1993,pp. 127-
40. On the restriction of guilds in the Southem Netherlands ahnost exclusivelv to urban agglomerations, see C.
LisiH Solt ' ,  Dic'Zi infte in den t isterreichischen Niederlanden.inl- Haupt. Ende der Zi jnfte. pp. 155-R0, hcre p.
1,57; these aulhors nevertheless differ from lvlokyr in arguing (e.g. on pp i-55-6) that Flemish guilds retained
economic ilnportance into the eighteenth century.

36 S. Ogilvie, Social Institutions and Proto-lnclustria.lization, in: S. Ogilvieilv[. Cerntan 1eds./, European Proto-
Industr ial izat ion, Canbridge 1996, pp 23-3i,  here pp.3O-3; Ogilvie, State Corporatism, pp.419-1 1: PJi.ster.
Craft Guilds, pp I l-14: PJi-ster, The Craft Guild a-s a Firm- p. I

l7 See the snrdies surveyed in Ehmer. Tradit ionel les Denken. pp.36-7',  Ogilvie, Social Inst i tut ions, pp. 10-3; Ogil-
vie, State Corporatism. pp 428-3 l :  PJister, Thc Cmft Guild a-s a Finn. pp 5-7

I t i  F o r a d c t a i l e d d i s c r l - s s i o n o f w h y o n e c a n n o t a s s u r n e ( a - s s o r n e t h e o r i s l s d r > ) t h a t a n i n s t i t u t i o n s u c h a s t h e g r r i l d i s
eff lcient or trcneflcir i  simply because i t  is widcspread and long-l ived sce .5. |--tgi lvie, Guild.s, Efl iciency, and So-
cial Capitai:  Fvit lence l iurn Gcnn:rn Proto-industrv, in: Econorrr ic l{ istory Rcview 52,200'+. pp 28G333. herc
esp.pp. l l ,9-- l l ; .S /)glA,rc. A Bittcr I- iving: \ \ 'orncn. i \ larkets. anci Social Capital in Early Modcrn ( iermanv,

{)1 f i l r 'q{ 2003, r:sp. 1'p j40-51
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Do gui lds actual ly  qual i ly  as socia l  ncfrvorks that  fostercd t rust  a long thc l incs la id out  by
modcrt t  socia l  capi ta l  theor is ls '? As al rcady mett t ioncd.  Jamcs Clrr lcrnan,  the or ig inator  of  the
cortccpt  of  socia l  capi ta l ,  dcf ined t rvo cr i ter ia that  socia l  netr .vorks must possess in order to
gerrcrate socia l  capi ta l :  'c losure 'and'rnul t ip lex re lat ionships ' . "  Gui lds throughout ear ly mod-
ent  Europc certa in ly nrani fested c losure through their  screening ol  adnr iss ion to apprent ice-
ship,  journcymanship.  and rnastership.  and their  rvholc or  part ia l  exclusion of  women, Jews,
foreiqncrs,  bastards,  t l rose whose parents pursucd 'dcf i l ing '  occupat ions,  and members o[
nrany othcr ident i f iable groups. 'o Ear l l 'modern gui lds a lso c lear ly 'nrani lested 'mul t ip lex '  re la-
t icnships.  Gui ld members typical ly  t ransacted in the same factor  and product  markets,  socia l -
izer l  i r t  t l rc i r  rcgular  tavcms. col laborated on pol i t ical  act ion,  ant l  at tended each other 's  wed-
dings and fut tcrals. ' '  Gtr i lds thus displayed to a part icular ly  st r ik ing degree the character is t ics
oIc losure and nrul t ip lex re lat iot tships ident i f ied by modern theor ists as essent ia l  for  a network
to generate s igni f icant  socia l  capi ta l .

Ear ly modcrn gui lds can also be observ 'ed gcnerat ing al l  four main mani festat ions of  socia l
capi ta l  -  s l rared norrns,  infomrat ion f lorv,  punishment of  deviants.  and pol i t ical  act ion.  Gui ld
charters,  pet i t ions,  account-books,  and court  conf l ic ts are replete wi t l r  sharcd norrns which
gui lds expl ic i t ly  formulated to govern their  ntembers '  economic.  socia l ,  and cul fural  act iv i -
1 ie5."  Gui lds appoirr ted ofTic ia ls.  inspectors,  professional  informcrs,  and f tee- lance spies to
inspect workslrops. arrd they held regular assemblies rvhere members were expected to report
infonnat ion re levant  1sr  grr i ld  i r t terests."  Group sanct ions rvere achieved through gui lds '  ent i t le-
mcnt to punis l r  -  e i t l re-r  autonomousl-u-  or  through cornmunal  or  pr incely c i - lur ts -  a vast  array of
of fences,  many not  expl ic i t ly  legis lated but  s imply deviscd at  the discret ion of  local  gui ld of f i -
c ia ls;  gtr i ld  uossip,  nrrnour and c lefamat ion also excrtcd infonnal  -  but  of ten ef fect ive -  pres-
sure on thosc rvho v io latecl  group l torms."  Col lect ive pol i t ical  act ion was centra l  to most  ear ly
modern gui lds.  whose records reveal  remarkable expendi tures of  t inre and money on lobbying
urban ant l  pr inceiy '  counci ls ,  br ib ing of f ic ia ls,  and organiz ing marches.  st r ikes and dcmonstra-
t ions to prut  prcssure on the pol i t ical  decis ion-making process."

39 C'olennr\ Social Capital.pp 71-t-.
-10 Bos,'l,ourer*/Luca-ssen, Ziintie, pp 134-5: J. Forbes. Search. Irnmigration and the Goldsrniths Company: a

Snrrlv in the Decline of is Powers, in: /...1. Gadd.;P. fl:allis (eds), Guilds. Sociery. and Economy in London,
1.1,5{)-1800. I-ondon 20{)2. pp. l l5-25, here pp. l2()-1, Ll.  Gadtl /P. t | 'al f ts, Introduction. in: GacldtW'al lLr,
Guilds. pp. l-14. hcrc p. 7' .  Ogilvie. State Corporatisnt, pp. 45-57,72-9, 127-80; K. Stuart,  Defi led Trades and
Social Outcasls: Honor and Ritual Pol lut ion in Early Nlodern Germany. Cambridge 2000, pp. 2l]-9; Stahel,
Guilds. pp. 194-5; .1. Luc<tsseru'Lf.  Prak, Lluit t |s a"nd Socicry in t ie Dutch Rcprrbl ic (16th-lUth Centuries), in:
Epstr: ini l  l tntpt iPoni/Srt l .v / , :cls ).  Guilds, I lconorny and Society (Sevi l la 1998. pp. 6l-77. here pp. 66-7.

4l Bos"[.rntren.siLut-ossert. Z0nfie. pp. 1]-]*1: Gadd'lllallis. [ntroduction. pp. 6. 9-10: Ogilvie. Guilds, Efficienc.v...
ext l  Social Capitel.  p. 12-1: PJLster, Thc Craft Guild as a Firm. pp 2-3, 17-18;.StrrDel, Guilds, pp 189

11 Ogil t ie. ( iui l t ls. Eflcicncy, and Social Capital,  pp 323-4; Sldrel.  Guilds, p. 196
Jl Ogih ie. Guilds, El l iciency, a.nt l  Social Cepital.  p 325; ()gi lvie, State Corporatisrn, pp l92-201, 3 l0-2 l :  P. f i 'al-

/i.r. Controlling Cornrntrditics: Search and Reconciliation in the Early lvlodern Liverv Cornpanies, in'. Gadd/
I l i r l1 is .  Gu i l t l . s .  pp  8-5-100,  here  p .9 l

"1-l  ()ei i ! , id. Guilds. El l icicnc.v, and Sociel Capital.  pp. 325-6; O,qi lvie. State Corporatisrn. pp -t l i -19: Stahel.

Gu i ld .s .  pp .  i92-3 .
. l-5 O11 1111. irrrp0nance early rnorJcrn gr.; i lds attachcd to lobb,ving at ;r l l  level-s of t i re pol i t ical process. s,--r ' ,  l lor in-

st irncc, l i )rrr, , i .  Search, p. t l / :  Gadti .  I l 'ul l i . r .  [ t t troducl ion, p.6' R [: .  I{ontt:r ,  Thc Pc.*terers (-orttL,any', i  Coun-
try Sca:chcs and thc Cornpany's Rcqulat ion of-Priccs, in' .  Ocd,l , l l ;oi i i .s. ( lui lds, pp l0l- l  1. Ogih' ie. Guilcl .s,
[ : l i i c i cncy ,  anr l  Sc .c ia l  ( -ap i ta l .  I ]1 . .  J , l6 -9 ;  ( )g i l t re .  S ta te  L .o rpor i r l i s rn ,  1 ,p .  l6 t r -73 .  P i i . s tc r . lhc  Cra l I  f l r r i id  a .s  a

F i r  r r r .  pp .  J . - \ ' .  Sro i :e l .  ( - iu i ld .s .  pp  l l t9 -9  I  .

The Use atrcl ,4buse oJ'Tntst ?i

I t  is  not  surpr is ing,  therefore,  that  the gui td has been ident i t icd by modem theor ists as the
pr ime histor ical  example of  socia l  capi ta l  in act ion.  Gui lds displayecl  the charactcr is t ics of  c lo-
sttre and rnultiplcx relationships which theorists argue xre important fcrr a network to gcnerate
socia l  capi ta l .  And gui lds can be observed creat ing socia l  capi ta l  in i ts  four main forms -
I lornls,  informat ion.  punishment,  and col lect ive act ion.  Examining ear ly modern gui lds t l rus
has i tnportant  i rnpl icat ions for  horv we th ink about socia l  capi ta l  and tnrst  more general ly .

I I I .  Gu i lds  and  the  Use  o f  I ' r us t

There are t l t ree main ways in which gui lds are supposed to have used their  socia l  capi ta l  of
trust to bencfit the early modern economy. First. guilds are rcgarded as having generated the
trust necessary to solve asymmetries of information between producers, merchants, and con-
sumers concerning product quality. thereby increasing the volume of exchange and enabling
industr ies to expand over larger spat ia l  areas.*  Sccond, gui lds are held to have overcome prob-
lems of trust in markets for trained labour. thereby increasing the volume of exchange and im-
proving indushial  product iv i ly ."  Third.  gui lds are v iewed as having created the t rust  to solve
imperfections in markets for technological innovations, creating incentives for innovators to
devise new' idcas and disseminate their innovations u.idel.v."' E,xamining each of these argu-
ments more c losely can te l l  us somcthing about the ro le p layed by di f ferent  k inds of  t rust  in
encouraging econornic devclopment.

l  Gu i lds ,  T rus t  and  Qua l i t y

The first rvay in u'hich guilds are supposed to have used their social capital to bcnefit thc
ecL)llomv was by creating trust concerning prodLrct qualiry-. In tlre pre-industrial econonry. it is
argued. infomtation asymmetries between producers and consumers were vew high - much
highcr t l ran in modem economies.  Lack of  r rust  among consumers and merchants toward
produccrs of  craf t  wares is  supposed to have been so great  as s igni f icant ly  to reduce their  wi t l -
ingness to make purcltases. This in turn hamred the econorny by diminishing the ol'erall
volume of  exchange and reducing gains f rom trade.oo

Gui lds,  i t  is  c la imed. created the tntst  to overcome th is market  fa i lure.  They did so by regu-
lat ing raw mater ia ls,  product ion processes,  apprent iceship,  journeymanship,  mastership
exatninat iot ts.  t rademarks,  and output  qual i ty ,  and ( in d ispersed rural  proto- industr ies)  by con-
tract ing col lect ively wi th merchants.5o That is .  gui lds enforced ru les which created a 'part i -

cularized' tnrst in guild members. giving consumers and merchants the confidence to enter into
transact ions rv i th them. On the face of  i t ,  th is seems a perfect  example of  socia l  capi ta l  theory.

46 B. Gusttt /}ron, Tire Rise and Economic Behaviour of Nledieval Craft Ciuitds. in: Scandinavian Econornic His-
to rvRev ie"v l ,5 ,  1987.pp  1-10 ;  P f rs te r ,L l ra f tGu i lds ,pp .  l l ,  14-18  PJ is te r ,ThcCra f tGu i lda-saF inn ,pp .2 .5 -
l0; R. Reit i ,  Techniscbe lnnovation irn I iand*'erk der fr i . ihen Neuzeit '? Tradit ionen. Problcme und Perspektiven
der Forschung. in: K. il. Ktn(h,;[t{tLl'. Reiningltttus (eds.). Stadt und Handwerk in Niitteialter und Fniher
Ncuzeit.  Cologne 20{)0. pp. 2l-60. here 49-53.

47 .SR Ep.sreh. Craft t luikLs. Appreni iceship. and Technological Change in Pre-lndustr ial Europe, in: Joumal of
Econornic [ [ istory 58, 1993. pp.6i l-1-71J, herc pp.6R8-9]: P-f ister, Crrt i  Guild-s, pp 14, 18 P_/i .r t , :r ,  The ( 'rr fr
( iLr i ld as r Finn. p. 2.

43  Eps t . tn ,  ( ' ra f t  Gu i lds ,  pp  691 705:  P j i . s tc r .  Thc  Cra l i  ( lu ih l  rs  a  F inn .  p .  7 ;  Re i th , l ' echn ische Innovat ion .
pp 1-5-3

49 ( - ius to , /ss t t r .  I l i se ,pp  - ( ,  l1 -24 ;  [ ' f i . s te r ,C 'n f i ( iu i l t l , s ,pp .  1 ,1 - l6 .PJ i .s te r . - l l r c 'Cra f tGp i ldasaF i r rnpp.5-10 .
5() 1.r i , . \ ,r /r ' .  Zt inl ie' .  p1r. l (r5-f>; ( iu.stuf. t l tr t , l ) . ise, pp i .  l l - l -1. Pl irrer. Cralt  ( iui l t ls. np 1,1-16; Pl i .ster, 

' lhc 
Craft

( i r r i l , i  r s  a  F i r r r r .  pp  5-10 ; . fa r r r , , / ,  ( - lu i lds .  i r  l { )a r .



25') ,l
L 1

Sheilagh Ogilv'ie

rvtrercby a particularized trust in persons of known attributes (guild masters) and a differential

t rust  in an inst i tut ion which er t forced part icular  producers '  pr iv i leges ( the gui ld)  solved a

market failure, thereby encouraging uniform trust itt another institution (the market) and even

gradually fostcring a generalize<l trust in strangers'

But is this really w|at guilds did'? When we look more closely, some cracks begin to appear

in th is opt imist ic  unalysis.  A f i rs t  problcm relates to the evidence usual ly  adduced in i ts  sup-

port, wSich is mainlyiit".ury or legal. To establish that guild-specific trust was economically

n"."r."ry - i.e., that there really was a serious failure in markets for product quality - enthusi-

asts for guilt ls point out frequent references to poor craftsmanship in contemporary plays and

poerns, Jrguing that these rieinonstrate that deceit and fraud about prodtrct quality were serious

and w-idespread problems in the pre-industrial economy.'r It must be recognized, however. that

literature is written for particular purposcs, and serves explicitly rhetorical and often normative

ends. This makes it an unre!iable guide to what was actually happening. Thus, for instance,

poor craftsmanship was generally associatecl with wicked characters in moralilv plays' and

s"rr . , l  the purpose of  making evi l  comprehensible in terms of  everyday l i fe;  such al lus ions do

not convclj iniormation about lrow widespread such wickedness was. Even if poor craftsman-

ship rvas widespread, frequent l iterary allusions to it may as easily have arisen from gtrilds'

failttre to control quality as from their desire or efectiveness in doing so'

Nor is thc second main source of evidence for guilds' importance in creating trust about

product qualiry- much more reliable. Legislation is the mainstay of the theoretical l iterature on

pre- inaustr ia l  gui lds."  But  i t  is  a deeply quest ionable source of  evidence about what gui lds

acnral ly  d id. ' ,  For onc th ing,  legis lat ion resembles l i terafure in serv ing purposes that  are not

uppu.".rt on the surface -_ that is, in having a hidden agenda. Second, early modern legislation

*lus oft"n not enforced. And tlrird. the claims made by theorists about guild legislation are in

mrnv cases inacct t ratc.

Grrild statutes certainly clairned that only guild members could be tntstcd to produce wares

of an acceptable qualiry and that the guild was the only institution that could be trusted to en-

force qual i ty  stapdards.  But  we must rcad such c la i rns cr i t ical ly  and consider the interests they

serv.e6. Guild charters rvere often influence<l or actually drafted by guild members themselves:

nruch ear ly modcrn urban and pr incely legis lat ion had i ts  or ig ins in pet i t ions submit ted by

concerne<l intercst groups, and guild stahrtes were a prime example of this pattern." Ensuring a

tr igh qual i ry oIwares souni ls  l ike an incl isputable 'good'  for  society at  large,  a l though we wi l l

s l ror t ly  exanr i le reasons why enforc ing high qual i ty  at  a l lcosts is  not  necessar i ly  economical ly

bencf ic ia l .  Becatrse maintain ing product  qual i ty  was v iewed as unquest ionably 
'good' ,  i t  pro-

v ic led a near ly indisputable rhetor ical  basis for  just i f , ing restr ic t ions -  such as entry barr iers,

outprrt quotas. and price controls - that serv'ed more narrow group interests and w'ould other-

rv ise have aror tscd socia l  and pol i t ical  opposi t ion.

Furthenlore.  legis lat ion is  one th ing and enforcement qui te another.  The stat t r te books of

ear ly mor lem Europcan towns and pr inces containcd many regulat ions that  were never imple-

CttstaJi.son. Risc, pp. l ,  t l -15, 27. PJister. Crati  ( iui lds, pp' t6-17

Gust'sf 'ssort. l l ise, PP. 9, l3-

Ont l r i s ,seccg.  f i -h .n te r ,Tra t l i t ionr . l l cs l ]c rkcn .?-9 ,40 ,1{ .Erch ter .Enr rv ick lungs tcn t l ' : t rzcnundPerspek t ivender

Er{irrsclrrrng sichsischer Zunilrantlrretksgcschichte. iu: Jahrbuch f i i r  Rcgionalgeschichte und [-antleskundc. i  ?.
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mented at all." Other regulations on the statute-books enjoyed some enforcement, but never-
thelcss werc widely evaded, creating black markets or ' informal sectors'. [n these cases,
regulations did have an effect on the activities of individuals and the functioning of the wider
cconomy, but not the one intended by princes, city govemnlents, or guilds when they framed
tlre regulations.'" Finally, there were some regulations tltat were enforccd - and left traces in
non-legislative sources such as guild accounts or community court minutes - but were devised
at the discretion of local guild officials and did not achrally appear in formal statutes. The gen-

eral lesson is that although euild legislation can provide a guide to horv guilds ought to have

functioned. it must be checked against altcrnative sources of evidence in order to establish how

they actually did function - whether in creating trust about product quality or any other matter.
Finally, even if lcgislation had been perfectly enforced, a number of the claims guild theo-

rists have made about its content are quite inaccurate. Thus, for instance, the most influential
proponent of the view that guilds were beneficial because they guaranteed quality states that
'the majorily of the guild stafutes are concerned precisely with demands for a sufficiently high
quality of product' and that guilds imposed 'exceedingly harsh sanctions for violating the
qual i ty  regulat ions' . "  But  th is is  s imply not  the case.  The only quant i tat ive analysis of  gui ld

charters of which I am arvare is that of the ordinances for the powerful weavers' guilds which
regulated the worsted proto-industry of the southern German state of Wtirttemberg from the
sixteenth to the nineteenth centtrry. In the four surviving ordinances for these guilds, only a
rninority of articles - in one ordinance, as few as 8 per cent - were even remotely concerned
with quality control." Moreover, the quality standards laid down were quite minimal. Here, as

in many early modern textile industries, guild statutes merely set standard legal dimensions for
wares (something easily checked by merchants and customers), but did not go in detail into
quality issues involving matters that might have involved true information asymmetries

between producers and customers. Nor were sanctions alrvays 'exceedingly harsh'. The Wtirt-
temberg worsted-weavers guilds imposed very mild penalties on quality offences, fines that
were significantly lower than those for offences against other guild norrns, severe penalties

such as dcstruction of wares, confiscation, imprisonment, or ejection from thc guild never
came into quest ion. 'o The nrostpowerfu l  gui lds in England,  the l ivery companies of  ear ly mod-
ern London. also imposed very lenient penalties - apologies, fines, promises of reformation -
'even in quite serious nratters such as assaults [on guild quality inspectors] or the deliberate
la ls i f icat ion of  goods' .ooThe c la im by gui ld theor ists that  gui ld statutes placed heavy enrphasis
on qualitv maintenance and penalized quality offences severely thus does not hold up to em-
pir ical  scrut iny.

Equivalent  quant i tat ive analyses of  the statutes of  many more gui lds would be necessary

betbre onc could place reliance on the claim that most grri lds even in principle made it a prior-

ity to create tnrst between producers and consumers about product qualiry. Analysis of more

and bet ter  s()urces -  gui ld accounts,  court  records -  would be necessary to establ ish that  gui lds

55 On this see, lbr instance, J. Schlun$ohnr, Geselze, die nicht durchgesetzt werden - ein Strukturmerkrnal des
tnihneuzcit l ichen Staates'1. in: Geschichte und Gesellscha,f i .T3,1997, pp.641-63: PJister, The Cnft Guild as a
Firrq pp. 4-5.

56 For earlv exarnples of cvacion of t)ven the nrost powerful Lontlon gui lds, sec I{onter, The Pcrvterers Compary's
Country Scarches. pp l0(>-7; l :or l tc.r.  Search. pp. l t7-19.

57 ()usttt f .sst>rr. Rise, pp 9, 13.
5t i  () ,gl iuic, State Corp'orat isrn, pp, 345 8.

59 OgiA,ir ' ,  $tatc (. 'orprrrat isrn. p- 'p. l . l f l .52.
60 I l '  al  /  i  : ; .  ( 'orrtrL; l l in g ( lcrr trrnodit ics. pp. l ' t3-o2
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actually srtcceecled in creating sttch trust. Intl irect evidence comparing quality outcomes ln

g'i ldei and unguilt led industries can heip us address this question, but before we examine this

cvidence there is a fundamental theoretical problem to consider.
-l-he 

claim that guilds rvere beneficiai because they created tnrst about quality often takes for

granted ihat what consumers wanted, and what was best for the economy, was a fi igft absolute

[ualify. Thus demand is supposed to have been low because consumers did not tntst craftsmen

to reliain lrom exploiting iniormation aclvantages by pro<lucing lorv-quality products' A guild,

by contrast, coulclcreate such consunier confidence by imposing rules ensuring that all crafts-

n]"n prod,,ced at or above a dcfined quality' This created particularized trust in a specific

group of transaction partners - a bclief that one could feel confidence in entering into a trans-

acticln with auy p"..on who was a member of the relevant guilt l, because iS rules required him

to pr.i lucc high-qualiry goods.o' It also createtl t l ifferential trust in a particular institution - thc

guilcl - as the guarantor of these rules'

But  th is argument rests on a basic confusion.  The problem o[ 'qual i ty '  under asymmetr ic

infornration relatcs to the vctriance, not the mean. The market failure is solved by guaranteeing

not high qualify* but stanclur,:/quality. This standard can be low, as long as the customer knows

what it is.o, To rescue the argument that guilt is were beneficialbecause they created tntst about

prorluct quality, therefore, wle ntust revise it: guilds must have been an efficient instifution for

guarantecinga standat'rl- not a high - quality level'

l. princifle, guilds might indced have constituted such an instirutiot't." But they had a seri-

ous rvcakncss in doing so]. Ivlost guilds justif ierl a whole array of their most important regula-

tions - entry barriers, or,rtput quotas, antl price controls - by claiming that these were essential

for ensurin-g high q,iutity. N1any also profited financially from setting inappropriately high

quality stantiards. Tirt,s, ior instance, the l.ondon pewterers' guild levied quality fines on prod-

ucts tiom provinciai workshops 
'on the t-l imsiest pretext', not because 

'the Lond0n company

rvas clrivcn by altruism to protect the populace at large from dubious goods' but because of

.t1c prot-rt receivecl lrom fincs and from the sale of seized metal', which it split with the Crorvn

in retrrrn fi.rr enforcement of its charter."' Inccntives such as these could lead guilds to impose

irrappropriately high quality stanclards. As rve shall see shortly, in many early modem indus-

trics. a lower (but standariized) qtralify in combination with a lower price would have better

addrcssed custgmer demancl. Bnt standctr.y' quality would not have functioned nearly so rvell as

higlt qualiry in justilying long apprenticeship ancl journeymanship and bans on price competi-

ti.n, w.5ich ensured import;rnt streants of rents for guild masters but would - without the

excuse of  qual i ty  contro i -  have r iskcr l  at t ract ing socia l  and pol i t ical  opposi t ion '

Furthcrnrore,  for  e i ther rnaximiz ing qual i ry or  minimiz ing var iance.  there is  a cost  in terms

of i 'novat iveness,  f lex ib i l i ty .  ancl  the abi l i ry  to adjust  to changing fashions and consumer pref-

erenccs. . ,  A s ingle,  *un,rpol i r t ic  ent i ty  such as a gui ld might  have been bet ter  p laced than a

'ar iegatcd range oI  indiv idual  producers to guarantee the best  possib le qual i ty  or  even a s ingle '

standard c;ual i ty  But  precisely:  these character is t ics made a gui ld less able,  and probably a lso

( )u .s roJ isor t .R isc .pp .3 .  l3 - l5 '  23 ;PJ is te r ,Cra f tGu i l t l s ,pp '  l6 - i7 ;  'S tc f ie l 'Gu i ids 'p  206 '

G..,1., lkerl t{ , ' Ihe Nlarkct t i rr ' t -ernons':Quaiiry Unccrt i inry- and thc Nlarket Nlechanism. in: Quarterl-u Journai

o [  f : . conomics  8 '1 ,  I  970,  pp . ' l88-500
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less will ing, to undertake the market research and the flexible response to changes in demand
necessary to deliver the combinations of quality and price desired by a varied and changing
population of consurners.oo These issues were recognized by contemporaries such as the seven-
teenth-century English economist and merchant Josiah Child, when he wrote that:

'All 
our laws that oblige our people to the making of strong, substantial, and, as we call it,

loyal cloth, of a certain length, breadth, and weight, if they were duly put into execution
would, in my opinion, do more hurt than good, because the humours and fashions of the world
change, and at  some t i rnes,  in some places (as now in most) ,  s l ight .  cheap, l ight  c loth wi l l  sel l
more plentifully and better than that which is heavier. stronger, and tmer wrought; and if we
intend to have the trade of the world we must imitate the Dutch, who make the worst as well as
the best of all manufactures, that we may be in a capacity of serving all markets and all
humours. I conclude all our laws limiting the nurnber of looms, numbers or kind of servants, or
times of working, to be certainly prejudicial to the clothing trade of the kingdom in general. 'u'

Child was far from being the only cotrtemporary to express scepticism about whether guild
larvs about quality were beneficial." In many early modern indnstries, guild quality inspections
were vierved as inadequate. Guild members who committed quality offences sufferecl minor
sanctions in the short term and none in the long term.5o Communily officials and state bureau-
crats vainly exhorted individual guild members and guild inspectors to do their jobs better.'"
Nlerchants opted to ignore guild inspections and set up their orvn independent inspection
arrangements. Precisely because guilds could not (or would not) themselves control qualiry,
independent inspections by merchants, town officials, and state inspectors were necessary to
enhance them. and in thc most dynarnic industries replaced them.'' lvlerchants and customers
were eager to purchase wares from non-guild producers - particularly peasants and women -

precisely bccause the w'ares they produced had the same quality as those that passed guild
inspections. btrt couid be obtained at a lorver price."

T'here are good theoretical reasL)ns why a closed social network mav tend to give rise to just

such an outcome -  i .e. ,  may not  have thc inccnt ive to use i ts  socia l  capi ta l  of  ' t rust '  for  socia l ly

66 As argued lor the successflul West Riding woollen and worsted industries in H. fIeaton, The Yorlcshire Woollen
and Worsted Industr ies lrorn the Earl iest Tinres up to tbe lndustr ial Revolut ion. Oxford 1965. pp.417-18.

67 Quoted in E. Lipson, 
' t 'he 

l{ istory oi the Woollen and Worsted Industr ies, London 1965; lst edn 192 l),  p. I18.
68 Gustafsson, Rise, p. 22.
69 ll'allLs, Controlliog Cornmodities. p.96; Ogilvie, State Corporatisnr, pp. 348-52.
70 R S. DuPlessi.s, One Theory, Two Draperies, Three Provinces, and a lvlultitude oIFabrics: the New Drapery of

Frcnch Fland.ers, Hainaut, and the Toumaisis. c. 1500-c. 1800, in: N.B. Hane (ed.),Tne New Draperies in the
Lorv Courttr ies and England, Oxford 1997, pp. 129-72, here p. 159; Heaton, Yorkshire, p.58 IIomer, 1\e
Pe',vterers Comparry's Country Searches, pp. t05-6; Forbe,s, Search, pp. 117-8; Ogilvie, State Corporatisnl pp.
348-52: Il-allis, ConrroUing Comrnodities, p. 90.

7l On quali ty regulat ion by municipal and princely authorit ies in Nlontpel l ier in the l l50s. see K.L. Re,-erson.
Commcrciai Fraud in the N{iddle Ages: the Case of the Dissembling Pepperer. in: Journal of Nlodern History 8,
1982, pp.6j-74. here pp 63.67. For examples of early modern industr ies in rvhich inadequate gui ld qual i ty
controls were replaced by rnerchanL municipal, or statc inspections. see K. lTinkenu,irtl't, Urkundliche
Geschichte der Cera-Greize r Wollware nindustr ie von I 5 72 bis zur Ne uzeit,  Weida I 9 I  0, pp. 4 t  ,  62, 66; Forbes,
Seerch, pp. 122-3; I Ieatrvt.  Yorkshirc. pp.4l6-17;Ogil"" ie. State Corporatisrr\  pp.3.18-52: Ogih' ie. Guilds, Eft l-
c iency .  and Soc ia l  Cap i ta l .  pp .2( )4 -5 ,  100-01 .  PJLs ter .  The Cra f t  Gu i ldas  a  F inn ,  p .9 :J .7 -or ras .  The Otd  and
tlrc' i icrv: Nlrrketing Ncrrrorks mdTcxti le Giorr.th in Eieit teenth-Century Spain, in: l t{ .  Berg (erl l ,  lv larkels and
l, l , :-nulhcnrrc in Ljarly lndustr ial Europe, l-ontlon 199 l ,  pp.9]- l  l l .  hcrc p. 105; J. Ton'ar, Frorn Craft to Class:
t lr- 'Chrneine Orgrrr isat i trn o[ '( i loth lvtanufactrrr ing in a f--atalan-fown, in T. Sa/le1'tL. Roserthattt l  ( 'eds.),Thc
\ \ 'o rkp lace  b . , [b r :  thc  Far : ton , : , \ r t i sans  ar rd  Pro le rar ians .  l5 { )0 - l8 (X) ,  l thaua 1993,  pp .  165-79,  here  pp .  l7 , l -5 .

l2  Du l i , : ss i .s ,  Onc ' ihcor - . ' ,  p .  151.
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bencficial enr.ls." Once a guild possessed a statc charter tltat endorved its members with the

moloprolistic entit lcment to practise a particular occr.rpation, there was often litt le outside pres-

sure that cor-rld be placetl on it to improve its perf<rrmance - whether with regard to product

quality or to any other aspect of its rnembers' behaviour.'n As is clearly recognized in modem

econornies. selt '-regulating professional associatiorts suff'er from disincentives to offend or

pepalize their mcmbers, and must be closely monitored by governrnents and consumers. Cer-

iainly, early modern guild inspectors often lacked the incentive to develop the skil ls and de-

ploy tlre effort necessary to detect low-quality work beyond strperficial features (such as size)

rv6ich. as coltemporaries pointcd out. were readily apparent to potential customers anyway."

Furthermorc, even if guild inspectors detected low-quality work, they had incentives to htrn

a blincl eye . punish it lenientl-v, or make excuses lor a fellolv guild nraster. Pre-industrial Euro-

pcan decumentary sources are replete lvith cases in which customers complained about wares

tut guilcl oftlcials werq so reluctant to proceed that the customer had to appeal to state authori-

ties to have the complaint taken at all seriously. Thus, for instance, in 1793 Anna lvlaria

Schult6eig, the mayor's rvife in the small Wiirttemberg town of Wildberg, complained to the

foremen of the linen-weavers' guild that a length of l inen she had just bought irom Salomo

Roller rvas of poor quality but the faults had been hidden through full ing. The guild loremen

were reluctant to take action, not only letting the cloth pass the grrild inspection but also ac-

cepting it as a master-piece and admitting Roller to mastership. Their only rcsponse to Anna

N,laria;s complaint wasto say that she need not pay Roller, ' leaving the payment of a weaving-

wage to h"r frec will ' . Anna Maria was only able to get the matter taken seriously by prevail-

ingln a male neighbour to inquire at the Rr?ggericht - an annual community assembly of rnale

cii iz.ns in front of the princely district governor- why, despite this poor-quality master-piece,

Roller 
'had nevertheless bcen a<Jmitted to mastership'. Even then, the court decided that

'because one was alreacly convinced of Roller's skil l in the profession from other information

receivcd.  hc coyld not  be rc jected' . ' "  Thus in a gui ided economy a dissat is f ied customer had to

take her case to the commuliry or state authorities anyway, and might only succeed in doing so

because shc was the mayor 's wi fe.  Evcn then.  the inf luence of  gui ld nrasters could be such as

to preclude any penalry against the fraudulent master other than the customcr's not having to

pay for lallty wares - precisely the same outcome as in an unguilded sinration. Anna N{aria

Schul theiB coul i  not  even change suppl iers s ince gui lded weavers ( inc luding the one who had

cheated her) rvere the only legal producers and sellers of l inen and only a few were allorved to

do busincss in cach community:  thus in l79l  the f raudulent  (or  at  least  unski l led)  Salomo

Roller !\ 'a:i one of only trvo liuen masters in !Vildberg'

For these re asols,  i t  is  not  c lear that  consumers were worse of f  when gui lds were tveak or

absent.  Iu weakly gui lc led industr ics,  a d issat ished customer had to take his complaint  to the

7 i For an illurninating example of how thc mafia in southenr ltaly trsed its partictrlarist and differential tnrst to crL'-

ate'qual iry guamntecs, Uui aia not thereby sene sociai ly beneficial ends. see GLrmbetta' Nlaf ia. pp- l7l-3-

7,1 f lonter,The pewrerers Cornpany's Countrv Searches, pp. 103-5; Ogilvie, State Corporatisrn' pp. 343-52i '  l l 'al l is,

Control l ing Cornmodit ies, pp 92-6-
j5 l l , .  I ' r . ,ett .s.-1,,  Ui" Calrver Zerrghantl lungskompa5rnie und i irrc. ' \rbeitcr, Jcna 1897. p. 120: I i ' rr i l is, Control l ing

(-orntnotl i r ics. pp a0--5: ()gi lvi t t ,  Statc Cor|orat isrn' p'  350'

7i) I{ ,rrprsrira,r.r. i ' iu Srurtgart (hercaltcr t{S,\S) A-i7l t l i i .  100, Rugg':r icht-s Rezessbuch. l79l '  t i r l '  2lr-r ' 'Cie

b.r.hl, ,ng ci.cs \ \ 'cberloh6s t l t* ILn burgenneisrcrs SchuithcifJ Frau l icycrn wil lcn i iberl .r i}ctt ' : 'c lcnttoch scye

soicScr als ein Nlt: istcr au{gencrrnrncn rvorden';  'nlan von clel icn ( lcschikl iclr l ic i t  in dcr Prt l tession atts ett t lcrn

j ' ja.:hi ichtcn sclr, tn , l iberzeugt ' ,vordcn, nicht rbgcwiescn rvcrdcn ki inrtcrt ' -
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state - a Jtrstice of the Peace, a communiry council sitt ing, a state court.77 Thus in early modern
England, 'the maker or seller of a substandard ware was liable to forfeiture of the ware or its
value, which was recoverable by court action, one half of the proceeds going to the Crown and
the other half to the person who stted'." Examination of the tailoring trade in early modern
London 'suggests that many custorners were prepared to sue their suppliers in the cify courts'.7e
But in strongly guilded Wiirttcmberg, Anna Maria SchultheiB had to take her case beyond the
guild to the state authorities anyway in order, even to obtain a hearing. In an economy with
weak gui lds or  none, a d issat is f ied customer might  even gain fa i rer  just ice than in a gui lded
one, since the state would be less subject to guild pressure. That is, in the absence of organized
producer interest groups, the state had a greatcr capaciry to dispense impartial justice and
attract uniform rather than differential trust frorn its citizens. Even in the comparatively weakly
guilded Netherlands, 'for consumers, the guilds were no unalloyed benefit ', but at least 'the

town governments could regulate [the guilds] to serve consumer interests by fixing prices and
demanding qual i ty  guarantees' . 'o

In cases where the state failed to dispense uniform justice, the disgruntled customer in a
weakly guilded economy could turn to another 'uniform' institution: she could take her custom
elsewhere in an open market that did not grant 'differential' privileges to guild producers. This
option was closed to her in a strongly guilded economy where she was obliged to go on pa-
tronizing local guild mastcrs whose legal monopoly not only l imited their numbers (and hence
the customer's choice) but also protected their low-quality output from competition. Thus in
lviltshire or Yorkshire, when a weaver produced shoddy cloth, customers, factors, and mer-
chants could simply shift their custom to another of the large and competitive population of
dispersed rural weavers, since no guild privileges compelled customers to go on patronizing a
small circle of established masters irrespective of the quality of their wares.' ' In early modern
London, 'those customers wlto were not satisfied ... could simply take their business elsewhere
... custonrers were themselves far from naive'.8r Precisely the lack of guild restrictions on
customers'capacity to slrun unskilled or fraudulent producers led a craftsman such as the sev-
cnteenth-century l,ondon turner Nehemiah Wallington to perceive 'that any frarrds he perpe-
trated,  no matter  how accidental ly ,  would rebound severely '  -  not  because he would be
punished by his guild, but because his customers would turn elservhere." In short, the lack of
guild restrictions preventing the customer from taking her custom elsewhere on an open
market led to a growing recognition that. in the words of one eighteenth-century Yorkshire
clothier, 'The interest of the seller is sufllcient securiry to the buyer for fair dealing'.*

These examples from weakly guilded industries in early modern Europe suggest that in the
absence of  gui ld pr iv i leges,  both the state and the market  were more l ikely to funct ion impar-

7i De l :r ies/ l"orr der Voude. Fint lvlodem Econonrv, p 582; Heaton, Yorkshire, pp. 12.1-32,224-5,241-2,253,
297 -J00,379-80, 386-7, 405- 18. I4:al l is, Control l ing Comnrodit ies, pp. 90-1.

78 Forbes. Search, p. I 19.
79 fut.  Dm'ies, Gouemors and Governed: the Practice o[Power in the Nlerchant Tavlors Comr;anv in the Fi l teenth

Century. in'. Gaddtlf'allis, Guilds, pp. 67-83. here p 79.
80 De Vries,4'an der ll'oude, First Nlodern Econorny, p 582.
8 l  f {eo to t r .  Yorksh i re .  pp .  124-32.224-5 .241-2 .253.291-J00.  ]7c ) -80 ,  186-7 .405-18 A. l .  Rondo l l ,  Re io re  rhe

Lur' ldi tes: C.ustorn. C'onununity and Nlachitrcry in the English lVoollcn Industry, 1776-1809. Cunbrit lge 199t,
pp .  i5 -8 .

8 )  Dav ies .  Pr rc t i cc  o f  Porver ,  p .79 .
l i , l  I l  o// is-,  ( lontrol i ing ( lorr irnr,.dit ies. p 9(r
8.1 Lipson, i l istor_r ' .  p 120.
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t ia l l .u- .  hclp ing to crcatc a 'uni tbrm' t rust  in inst i tut ions that  would enforce the contracts of
anyone rather than a 'd i f fercnt ia l '  tntst  in inst i tut ions that  only enforccd the r ights of  gui ld
nrenrbers.  

- lh is 
uni tbrnr  t rust  in imgrart ia l  inst i tut ions was in furn nrore l ikely to gencrate a

'getrcral ized'  t rust  in st rangers rvhich cotr ld gradual ly  d isplace thc 'part icular ized'  t rust  in per-
sons olknr: rvn atFibutes or  group af i l l ia t ions.

Enrpir ical  contpar isons across di f lerent  E, t t ropean industr ies appear to conf i rm that  gui lds
rvcre nr . ) t  t tecessar i ly  et f ic ient  inst i t t t t ions for  creat ing t rust  betrvcen producers anr l  consumers
about pn;duct  qual i ry.  Those industr ics that  rvcre most successful  at  at t ract ing and sat is fy ing
custorners *  the best  mcasure of  consumer ' t rust ' in  product  qual i ty  avai labie to modcrn eco-
notnic h istor ians -  l r 'ere not  the ones wi th the strongest  (or  neccssar i ly  any) gui lds.  From the
ear ly s ixfeenth century onward,  the samc int lustry was of ten strongly gui ldccl  in one part  of
Europe ,  rveakly gui lded in another,  and eui ld- f ree in a th i rd.  Thus nrra l  l inen weaving.  worsted
weavine, cotton weaving, scythe making, lace making, and the making of small iron goods rvere
guildc<l in nrany parts of Germany, Austria, italy, Spain, Bohemia, Serbia, Bulgaria, and Greece.
but r.veakly guildcd in Scotland, Switzcrland, and lreland, and wholly unguilded in most parts of
England and thc Low Countries.'J Yet indisputably the most success{Ll industries in Europc
w'ere tltosc in the Lorv Countries and F.ngland, w'hcre guild reshictions were totally absent
f ronr mlnv l i l 'e ly  rural  in i lustr ia l  regions and in the course of  the s ixteenth and seventeenth
centur ic-s lc ls t  most  of  their  powers in towns. '*

Evcn in thc met i ieval  pcr iod t l rcrc rverc c i t ies such as Douai  rvhich developed successful ,
h igh-qual i ty  export  industr ies rv i thout  qual i ty  enforcement through gui lds."  Short ly  af tcr  l -500,
thc Flcnr is l i  v i l lage of  Honclschoote dcvelcrpcd the f i rs t  successful  Nerv Drapcr ies cxport  in-
dustr l ' r .v i thout  imposing any gui ld qual i ry contro ls unt i l  the late s ixteenth century.  'a f ter  i t  had
passed i ts  apoeee' . " 'By thc mid-s i .x teent l t  cenfury,  cven thc powerfu l  London conrpanies arc
descr ibcd as being 'not  over ly concerncd wi th issues of  qual iby-  contro l ;  the nahrre of  goods
rcmained largely an issue for  custorners and reta i lers to negot iate in the ntarketplace' . ' ' '  [n the
eightecnth cenhrry,  the lVest  fuding of  Yorkshire developed the most successful  worstet l
in t lustry in Europc by producing 'c l tcap and nasty '  c loths subject  to no qual i ty  contro ls by
gui lds:  . lual i ty ' rvas moni tored by mcrchants at  point  of  sale.oo By 1753 i t  w'as possib le for  an

S5 OgiAic.State Corporatisnr. pp.428-1 1:Ogilvie. Social Inst i tut ions,pp.30-3 PJister,CraftGuil t ls, p.2l;Pfr-srcr,
The Cratl  Guild a-s a Firrn, pp l6-17.

8(r For a detailed analysis of these issues acrcss difl'erent Europcan *orsted industries. see Ogilvie. Ciuilds. El{l-
cicncy, and Social Capital.  pp. 291-301. For discussions of the wa.cing powers of Lontlon grr i ld-s to penalize
qrral i ty inlmctions, sec II /al l i . r ,  Control l ing Cornnrodit ies, pp. 89-90; Honwr, Thc'Pewterers Cornpanv's Corrntry
Scerches .  p .  107.

37 , l l .C [1rr*el i .  Achieving lhe t iui ld Effect rvi thout Guil t ls: Craft-s and Craft-srnen in Late Nledieval Douai. in: P.
LonrhreL:ht.si.J P, S,rs.son (eds), Les rldticrs au NIoyen Age, Louvain-la-Neuve 1994, pp 109-28.

33 ,I^f/  lhorro, fhc Origin of the English'Ne',v Draperies':  the Resurrection of an Oid Flemish Industry. 1270-
l-570, in: hizrre, Nerv Drapcries, pp. 35-128, here p. 87, J Craevbeckr.Les industr ies dexportat ion dans les
vi l lcs [ lamandes au XVIIe si icle au dcbut du XVIIIe siecle, in: lv[.  Spollanzani (ecl.),  Produzione, comrnr-rcio. c
consurno dc i  pann i  d i  lanane i  seco l i  X I I -XVI l l .  F lo rence 1976,  pp .47-5-5  10 ,  here  pp .23 ,4( ) .

89 Gadcl, ' l t 'ol l is. lntrodrrct ion. p.9. On the gratlual col lapse o1'qual i ty controls by elen the most powerful early '
rntrtlerrr Londt,n conrpanic-s, see l{onrcr, The Pewterers Cornpany's Country Searches, p 107; IIrrllr.r, Contrrli-
l i r tg ( lornnrrrdit ies, pp 89-at).

9 \ )  [ [L , i l t t , t .  Yorksh i rc ,  pp  379-82.  ]86-3 ,418- .17 :  P  I l tuho t t .  Th . - -  Gene.s is  o t ' Indu .s t r ia l  Cap i ta l :  a  S tu t l ,u "  o f ' the
$rcst l i i r l ing \\ 'ool l 'cxt i lc Inrlrr5t ly 

".  
t t trr-13-i{),  (-anrbrir lge l9rt6. pp. 16, l- i f>-7; P. I iuds,tn. Capital and

f 'r . :r i i t  in thc Wc-.st Rit i ine \\ :crol 
-J'e.xt i le 

Ir tdtrsfrv, c. 1750-185(). in' .  P. I iur l .soir (et l) .  Rcgions and Industr ies. r\
l : r . spcc t ive  or r  t l re  !n t l r rs t r ia i  I { l vo l ' r t ion  in  l l r i ta in .  ( ' ' : . r rh r idgc  1989,  pp .69- l l )1 .  h r - re  p .  f i9 -7J ;  L ipso t r ,  i l i s to rv ,
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Engl ish Par l iatnentary commit tee to statc categor ical ly  that  gui lds '  powers to search craf trvorkshops to cnforce qual i ty  regulat ions *"r"  ' i l l "gul  
and contrary to the Liberty of  the sub-ject; tending to a Monopoly; discouraging the lvlaiufacturc and tlestroying the Tra<le of t5e

Kingdom' ' ' '  Yet  lor  long af ter  th is date,  gui l t l  quat i ty  inspect ious remained powerfu l  in many
contrnental European cralts and proto-industries.n2

Judeing by the eagerness of customers across the world to buy the innovative and low-cost
Flent ish,  Dutch,  and Engl ish worsteds,  rvool lens.  l inens,  and (u i t imately)  cot tons,  the largely
unguildcd industries of these econonries were outstanclingly good at creating trust between
producers and consumers. But the trust they created was not a 'particularizecl' 

trust in guiltJ
menrbers or  t l te 'd i f ferent ia l '  

t rust  in gui lds as inst i tut ions enfoic ing the pr iv i leges of  gui ld
members and t l rc  r ights of  those consurners that  compl iet l  wi th gui lJmonopsonies.  Rather,  i t
was a 'gencralized' 

trust in unknown transaction partners mediated by a 'unifon'' 
tmst in an

impartial institutiorral framework that enforced contracts regardless of personal attributes of
t l te contract ing part ies.  Industr ies in these economies were except ional ly  good at  creat ing t rust
am()ng consumers that markets were conveying reasonably accurate signals about product
qual i ty  and that  the state would punish breaches of  contract-  in short ,  a conf idence in buying
things anonymously from people lvhose personal attributes ancl guild affrl iations one did not
kt tow, using inst i tut ional  mechanisms that  were accessib le to anyone. This suggests that  these
econtrtnies and their industries flourishcd not because they encrstrraged the pariicularized an6
diff-erential trust fostercd by guilds. but becausc they gradually cliscotcaged ancl replaced tt
with the gcncralized and unifornr trust generated by states and markets.

2.  Gui lds,  Trust  and Train ing

The market for human capital is a second arena in rvhich guilds are supposed t9 have used their
socia l  capi ta l  to create t rust  rvhich benef i tcd the ent i re 

"Jono*y.  
According to th is v ierv,  pre-

industr ia l  craf ts were highly ski l led act iv i t ies that  required e.r tensive fo imal  t ra in ing.  But
trairting markets are supposcd to have functioned poorly because information asymmetries and
lear of opportunistic behaviour createcl a lack of trust behveen trainers and trainees. Conse-
qucntly, it is clairned. good mastcrs fouttd it impossibte to it lentify good potential apprentices
and journeymen. and v ice versa.  This is  held to have given r ise io ln unwi l l ingness on both
sides to enter  into t ra in ing contracts,  leading to under- investment in t ra in ing.  r .u. . l ty  of  sk i l led
labour, lower productivit-v. and foregonc output.o,

Gui lds are st lpposed to have generated the tnrst  that  solved these market  imperfect ions.
They did so tltrc'rugh fostering fottr sltared noffns. First, they imposed admissions requiremenls,
thereby enabl ing nlasters to t rust  appl icants to apprent i . . th ip posi t ions.  Gui ld.s usual ly
imposed prerequis i tes on an.vone wishing to become an apprcnt ice,  requir ing him to be ( fbr
exarnplc)  nta lc ' ,  sotr  of  an exist ing gui ld master ,  son of  a local  .ornrnuni ty c i t iz"n,  member of
the same rel ig i t - rus confession as exist ing gui ld members,  cert i f iably legi t imate of l -spr ing of
marr ied parcnts (somet ime s even of  legi t imately marr ied grandparenls or  gteat-grant lparel ts) .

pp 80-l '  l l9: R. G l ! ' i l . ron. The suprernacy- of the Yorkshire cloth indr-r.stry in rhe eighrt- 'enrh cenrury, in: ,Vg
Ilarttv'K G' Ponting 1ed.s )' Textile Hi.story and Econornic Hi.story,: Essal,s in llonour of p-li.ss Julia de [.acy
NIann, i l lane-hcstcr 1971. pp.225-16. here pp 344--5

! I Quotcd in Forite:; , Scu-rch, p I ?-0.
q l  Sce.  l i r r  ins tance,  ( )g ih ' ie .  Sra te  C l , r rpora t is r r r ,  pp .  l ,1 l_57:
9) f . .J '11s117, Crirf t  Cuikls. pp 637-91; Grt. ; tr l . i . ;ott .  Rise. p. Zl;  f / i .sler.Ctraft Guit,Js, p. l8; I7isr,.r ,  

- Ibe 
Cral i  ( iuiLl

a s e F i n n , f p ,  l 0 - t t .
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able to pav high apprent iceship fccs.  or  a non-member of  part icular  'def i l ing '  groups (Jews,

Rorla, knackers, e,recutioners, etc.). The ftrnction of these admissions requirements, according

to modenr thcorists, rvas to act as a signal that the apprentice and master belonged to the same

social nctrvork. Shared network mernbership meant a master could trust that an apprentice

rvould behave well during training and vice yersa. Second, guilds promulgated regulations

penalizing opportunistic behaviour by masters and apprentices once the training contract had

been signed. thereby further ensuriug that potential trainers and trainees could trust one

anothcr. 
-fhird. 

guilds issuerl apprenticeship certif icates with the purpose of enabling masters

to identify good journeymcn - that is, to trust applicants for employment because of their

group af f i l ia t ion wi th the gui ld.  F inal ly ,  gui lds imposed mastership admissions requirements

with the ainr of enabling apprentices to identify skil led trainers - that is, they created a

particularized trust in thosc employers who could demonstrate that they had thc appropriate

group at f i l ia t ion and a di f ferent ia l  t rust  in the gui ld as an inst i tut ion which would enforce

training contracts behveen guild members."'

Once again, legislation is the empirical mainstay of the vierv that guilds created trust that

nrade markcts in human capital and skil led labour work better. Guild legislation ahvays made

elaborate provisions for apprenticeship, journeymanship, masterpiece examinations, antl mas-

tership admission requirements. But for the reasons discussed in the preceding section, we

nurst rcad gtri ld statutes crit ically with an eye to tl 're interests they served. Likc product quality,

labour ski l ls  could be port rayed as unquest ionably a good th ing,  and hcnce could be used to

justily regulations that would otherwise evoke social opposition. N-loreover. l ike guild stafutes

governing product qtralir.v*, thosc governing apprenticeship, journeymanship and mastership

were not invariably implemented, ,were evatled (resulting in black market actil ' i ty), or were

interpreted in rvays that benefite d particular interests.

Quite apart from the question whether legislation can be trusted as evidence of actual

econorr i ic  act i ' ' ' i ry .  apprent iceship,  journcynranship.  and mastership requircmcnts potent ia l ly

scrv'ed tn'o differcnt purposes. One was to create the particularized trust that would encourage

masters to offer and apprentices to undcrtake skil led training bL-cause they cotlld have

cgnf idcnce that  erch othcr 's  character is t ics had been screened by the gui ld-  The other was to

"11;1lrle 
establrshed pro<!uccrs to restrict entry to the industry, thereby protecting themselves

from cornpetition."' The particularized trust in guild masters, jounteymen and apprentices thus

lracl the potential to be ,rse,-/ to encourage human capital investments by insiders or abused to

excludc outs idcrs.
To find out rvhich predominated. we need indepcndent evidence bearing on the following

foLrr questions: First, was extensive formal training necessary in all activities that were

gui lded? Second. rve-re gui lds the best  wav to ensure strch t ra in ing? Third,  how did gui lds man-

age the tratlc-off betrveen the training and exclusion fi,rnctions of their regulations? And fourth,

rvere industr ics wi th strong gui ld stmctures also ones that  achieved opt imal  levels of  t ra in ing?

9.! Ep,ste. in. Craft Guil i ls. pp.687-93: GustaJ\sott,  Rise, p 2i.  Li. t /Soir ' ,  Zi jnfte, pp. l6-s-6; PJi. t ter. Craft Guiicls, p.

l8; P/is,er, lhe Craft t iui id as a Firrru pp. l0- l  l .

95 ()n thc exclusionary functions of gtr i lds, see J. kt le. The Property otSki l t  in the Period of Nlanuf-acnrre. in: P.

. /o . r ;e  (e t l . ) , lhc  t i i s ro r ica l  N lcan ings  o f 'Work ,  Cambddgc 1987,  pp .99-118,  hcrc  p .  107;  D. , \ [ .  Ha l ie r ,  \ \ ' o t r tc t t

in thr: Llnt lergrounri Busincss ol ' I ightccrr lh-Century' Lyon, in: Enterpr ise and Soc:is1]-.  2, 20() l '  pp' I  I  -^10. here

pp l l-1,q. i7-11; P. Louren.s, 'J. ! .ut 'os.yen, Giiden rrnd !!antlcntng: die NiederLinde. in: K Scltulz/E. r\ f i i l ier-

[ . .u, furcr /erls.),  I l : rrrdrvcrk i1 l l l rop'a vgut Sl-. i trnit lclaltcr hir zrtr Fri i i ten i icuzcit ,  l r l rrnich t999, pp.6-i-7' ] ,  here

nn. 6/.  i .  75-q ()odr/ '  I l ' .a/1rlr ,  lntrodrrct i tr tr '  p. 7
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When such evidence is  considered,  i t  reveals a more compl icated picture than the opt imist ic
vierv that guild mles created the trust that encouragecl optimal human capital investment.

First, how important was formal training to early modern economies? Contrary to the claims
of early modern guilds themselves and enthusiasts for guilds among moclern social scientists,
there were many economic activities in pre-industrial Europe that did not require very high
levels of skil l, hence did not require prolonged formal training, and yet were guilded.n. This
was certainly true of the wool textile industry, especially after the rp."ud of the New Draperies
from the later sixteenth century. It also applied to the iinen industry, which expandecl rapidly
from the seventeenth ccntury on and acceleratecl in the eighteenth century on u u.ry low skil l
basis: although linen production was unguilded in most parts of northwesi Europe, it remained
gui lded into the latereighteenth cenhrry in many parts of  centra l ,  eastern andsouthern Europe.
As a general rule' the most flourishing textile industries in early modern Europe produced
cheap cloths that required litt le skil l to make. but precisely for that reason were afforclable by a
much wider mass market than the expcnsive oltl-sryle woollen broadcloths or silk-based
thbrics. Worsted and linen rveaving rvere easily learned - contemporaries often renrarkecl that
they cottld be grasped in a few weeks or months. Thus they could be successfully practised
rvithout formal guild training, ancl yet they were often guiiaeo. Indeed, contemporaries re-
marked of many guilded activities - not just cheap textile production - either that they needed
no formal training at all, or that tlrey required rnany fewlr years of haining that guild rules
dcmanded. I t  seerns unl ikely that  craf ts requir ing high tevels of  sk i l led t ra in lg representcd a
very large proportit-rn of overall industriai activiry, since textiles were by far ti 'e most impor-
tant industrial sector, and a large arrd growing share of textile produciion was in the low-
skil lcd worsted, l ight woollen, l inen, anrl cotton branches. This suggests that any harm done by
lack of trust between trainers and trainees may simply not have affected large sectors of the
early modern econorny.

Indisputably, however. there were industrial activities in early modern Europe that dir! re-
cltt ire fornral training." The second question u'e must address, therefore, is whether guilds were
the best institution for ensuring such training. On the one hancl there is evitlence of a prolifera-
t ion of  pr ivate apprent iceship contracts in economies as t j isbnt  and diss imi lar  as seventeent l r -
century England and nineteenth-century Russia, indicating that guilds were not necessary to
create the trust to induce masters and apprentices to enter into training agreements.n' On the
otlter, there are documentary sources tlrat cast doubt on whether guilcls ieri sufiicient to create
sttch tntst. Court records, petit ions, and oiTicial reports from nrost early modern European
industries make it clear that if guild rules created trust between masters and apprentices, t6is
trust was otlen misplaced. lvlasters throughout early moclem Europe profitei by taking on
apprcnt iccs to whom they did not  pay wages on the grounds that  they were educat ing t lem,
and thetr  explo i t ing them as cheap agr icul tural  and househokl  labour instead of  t ra in ine them.

96 As acknorvledge( e.g., in PJister, The Crafi  Guild as a Firn p l3.
97 P/i.ster, The Craft Cuild a-s a Finn, pp. l0-l i
aR K-D.I l  Srr. ' / / .  Anrrals of thc l-aborrr ing Poor: Social Clrangc and Agrarian England, t660-19(X), Carnbridee

l1 )35 ,  pp  218-9 .278,  l l l -11 :  D S imt tnk tn ,  Apprent icesh ip :  1 ' ra in ing  an t l  Gent le r  in  I i ighrcenrh- (Jer r tu ry  Eng-
larrd' in: B.:rg. lvlarkers antl  Nlanuhcture, pp.227 258. hcre esp. p 229, Lip.son. Fl istory. pp.60-l;  IK. [)enni-
son, ,APprcnticeshi[ i r t  l9th-C'cnttrry Russi l :  Er, idcncc f iorn Yaroslavl Province, papc' i  pr ise'terl  at thc Errro-
p.an Social Scierrce I i isror.,  Conii :rc.nce, t tcr l in. Nlarch 2(X) 1
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i \ppicnt ices t l r roug6or-r t  ear ly moclcrn Europe v io lated thci r  nrasters '  t rust  b1'  shi rk ing their

lessons a.c l  abscondi lg before they had repair l  the master for  h is investment in their  t r i r in ing no

Nlany guilds passcd apprentices tluough to journeymanship, and journeymen tlrrough to

masters l ip,  rv i thout  actual ly  examining their  sk i l ls  in any ser ious way.  In many -  perhaps most

- early morlenr crafts, apprenticeship certif icates rvere issued automatically at the end of a

certa in per iot l  of  years.  rv i thout  the t ra inee's even going through the fornral i ly  of  an examina-

t i .n.  Nl tst  gui lds required a journeyrnan to produce a masterpiece and be examined on i t .  But

in pract ice,  i f  the journeyman sat is f ied the other entry requircments (nrale gender,  payment of

fees.  rn in imu* p" i iu. l  of  t ramping,  appropr iate conf lcssional  af f i l ia t ion,  community c i t izenship '

etc.) .  the qual i ty  of  h is masterpiece of ten played l i t t le  or  no ro le in h is being awarded a master-

sh ip  l i cense . ' *
i 'hat  gui lds copferrcd mastership l icenses wi thout  ser iously test ing ski l ls  was widely recog-

nized by contempqrar ics.  Thus,  for  instance,  in I  669 a gui lded bathman at ld surgeon in the

snral l  f ]11f temiap towp of  Fr iedland pet i t ioned for  protect ion against  a wide array of  compet i -

tors , -  i lc luc l ing an execut ioner 's  rv idow and several  o ld v i l lage women -  to whom local

patients were flocking. Seigneurial authorities in eastern Europe under the second serfdom

,u.r" g"n".ally not as indulgent to guilds as corrununity authorities in cenLral and western

Europe, and the Fr iedland manor ia l  court  re jected the gui ld master 's  pet i t ion,  point ing out  that
. i t  is  not  suf l lc ient  in i tsel f  that  the pet i t ioner has gone t l r rough his apprent iceship years and

journeymanship years.  but  in addi t ion to th is,  sk i l l  [d ie Kunst ]  is  required;  now since i t  is

,on1,11un knowlcdge that this man not only is unfortunate in his cures, but also does not grasp

5is professi,;n and skil l [Klrrst] as he should, therefore patients cannot be forbidden to beserve

tlrr.rnselves of alternative assistance and have themselves cured by otlters.' 'o'

Even in such a ftighly skil led activi[ ' as medicine, seventecnth-cenfury customers show'ed a

clcar-s ightet l  recoqni t ion that  gui ld apprent iceship and jounteymanship were not  sufTic ient  for

guarantccing ski l ls ,  ancl  that  untra ined old wonten and ' t t t t touchable '  execut ioners '  widows

nr ig5t  bc t rusted to pract ise th is act iv i ty  wi t l r  much grcater  sk i l l  than a gui ld- t ra ined master '

Srrch cxamples can be mul t ip l ied for  gui lded act iv i t ics throughout pre- industr ia l  Europe
'F.ncroactrers '  who fa i led to secure gui ld t ra in ing -  of ten,  as in the case of  females,  because

gui lds erc l lded them from formal  apprent iceship and jounteymanship 'o '  -  were bi t tcr ly  op-

poseci by eariy moclem guilds. This w'as nol because encroachers passed off lorv-qualiry rvares

unclcr  t6e gui lc l  t raclernark:  as we saw in the preceding sect ion,  many gui lds d id not  pol ice

qual i ty  ser iously,  rvhether f rom incapaciry,  weak i l tcent i l 'es as monopol is ts,  or  a combinat ion

of  Uotn.  Rat6cr,  gui lds opposed non-gui ld- t ra ined 
'encroachers '  so bi t ter ly  precisely because

9')

I r')()
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Oy-i lvie,,  Biuer Living, pp.98-9; G Rielb, The Shaping of a Family Trade: the Cordwainers Cornpany in

Eighrecnth-Century London,in' .  Gadt!, ' I l 'al /r .r .  Ciui iC,s, pp. l l l -159, here p. l '19;5/dbc1, Guilds, pp.20l-2.

l tg i l v ie ,Gu i lds .  E f t i c iency .  anc  Soc ia l  cap i ta t ,  pp .  31  t -12  R ie : \ \o .  Shap ing ,  pp  150-2 .

SLrni Oblastni Archiv Lirornc:i ice. Poboika D€iin, Fond Rodinny Archiv Clanr-Gallasu, [{ istoricki Sbirkr-

Krrron Sl, Dekretbtrch Fryrl lant 1669-7),2.12.1669. tbl.  l :  'ElJ ist nicht an dem genug. dal3 d. Supplicant

scine l-ehr: vn,lt ,,vmcler Jahr auBgestaltJen, sondern es rvirdt danrebcn die Kunst Er fordert: Allciieweiln nun

dit:  Gerneine Rctie durch gehenti  dahin Ziehlen thuet, dr0 dcrselbe in seinen Curen nicht al lein Vnngli ick-

sccl ig. sondent auch seinc protetSion Vnd Kunst, nicht, rvic cs scin sol l ,  bcgri [ len, Al lJ ist denen Patienten

nichiZu Vcrden,:ken. dal]  t i icsclbe siclr andcrcrtrt i i f lc berl icncrr. Vndt bcy'. \ndem (. lur iren Lassen'

I r r r  : r  dc t ; r i ] cd  d iscgs ; i tn  o t - thc  [e rv ,  except iona l  cases  ( rn : r in iy  r : re t l ieva l )  in  wh ich  gLr r l ' i s  ad l l t i t t c t l  g i t l s  rs

rr lrprcnl iccs. si ;e ()gir ' r , i" : ,  Bitrcr Li ' , ing. pp. 96-7: !- .  i l1tyer,- l-he l{oly [{ousehrl i t t :  \ \ ' t ,r tncn ald \ lor;r ls in i lct ' -

c , i i r ra t i , , ' , , \L rcs6ur r ,  ( ) r lb rc l  I939,  pp  . l - l - { ) :5 / r i { r , / ,  Dc f i l c t l  l ' ra t l cs .  pp .  213- ' ) ;  I la / ie r ,  Undcrgror rnd .  pp  l '1 -

I l l .  ) i  - l 2 ; I t u l e ,  I ' r r ' l r c r t ! '  I i ) 7 .
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the rvarcs and serv'ices thcy provided were just as attractive to customers as those of guild-
t ra ined masters. 'o 'Women, Jews, and other excluded groups were perceived by gui ld masters
throughout Europe as ser ious compct i tors,  despi te being v is ib le minor i t ies whom customers
could easily identify as non-possessors of guilcl training. If the mutual trust createrl by guilcls
really had resulted in more appropriate levels of skil led training than were manifestej by un-
gui lded producers,  then gui lds would not  have hatJ to use legal  coerc ion to compe[ customers
to consume their  products rather than those of  inadequately '  t ra ined outs iders.  Nor would
indiv idual  gui ld masters have becn so keen to employ non-gui ld- t ra ined f ree- lancers.  whom
thev evidently trusted to produce work of sufficient quality not only to satisfo customers but
also to pass gui ld qual i ty  inspect ions.

Cui lds were thus i t t  many cascs nol  an opt imal  inst i tut ion for  ensur ing appropr iate hain ing,
evcn in those act iv i t ies which did require h igh levels of  sk i l l .  I t  scems t i f . " iy  that  i t  was theo-
retically incvitable as well as cmpirically widcspreacl for guilcls to issue licenses to masters
who did not 'grasp theirprofession and ski l l  as they should ' .  As associat ions of  masters,  gui lc ls
hacl strong incentives to certifu members' sons without question and to permit opportunism by
mastcrs who could not be bothered to train their apprentices or journeymen. That is, having
once used their social capital to foster a particularized trust in persons with a particular g.ouf
affi l iation, guilds had incentives to abuse that trust for the profit of their members.

The recognition that guilds had incentives to abuse their trust to benefit their members leads
to a th i rd qtrest ion.  Given that  apprent iceship,  journeymanship,  and mastership regulat ions
could in theory function bttth to encourage training and to exclutle outsiders, wtrich predomi-
nated in pract ice? There is  certa in ly p lenly of  evi t lence to indicate that  gui lds d id use t ra in ing
regulations to exclude outsiders, thereby reducing competition for their own members. lVher-
ever early modern guilds had the power to do so, they used their apprenticeship, journeyman-
ship, and mastership regulations to exclude not only women, Jews, antl bastards, btrt also
metnbers of other Christian confessions than the local onc, Ronra, foreigners, scrfs, members
of  'untouchable '  

occupat ions,  paupers,  indiv i t luals unable to pay admission fees and provide
secur i fy  deposi ts,  and in many cases anyone who was not  the son of  a local  c i t izen or  an
exist ing gui ld master . ' *  I t  is  of len c la imed that  such admission barr iers were not  b inding
cortstraints and did not prevent entry. But documentary sources suggest that guild fces anJ
other reqt t i rcments d id exclude many appl icants -  and where they c l id not ,  i t  was because the
gui ld was too $eak to enforce them rathcr than because i t  was uninterested in doing so.

In part icular .  gui lds 'contradictory t reatmerr t  of  rvomen demonstrates c lear ly that  gui ld ru les
on t ra in ing werc di rected not  at  using tnrst  to encourage opt imal  levels of  human capi ta l
investme-nt, but at abusing the trust of customers by protecting establisherl producers fiom
compet i t ion.  Gir ls  w'ere alntost  invar iably excluded f rom gui ld t ra in ing,  except in a few large
ci t ies where they q 'ere al low'ed to jo in gui lds in ' feminine'  

craf ts such as mantua-making or
enrbroider ing.  When ut tmarr icd females nevertheless pract ised gui lded act iv i t ies,  they rvere
harshiy 'pcnal ized as 'et lcroache'rs ' ,  Yet  b lack-market  female encroachers tvere ski l lcc l  enough
to produce wares that  sat is f ied the rcqtr i rcments of  customers and merchants apd (when su-h

103 For cxrutrplcs of black-rnarket producers rnore than ski l led enough to compete with gui ld r lra-stcrs, see, lor
inslnnce. [{aJier, Uttclcrqrotrnt l  l6-8. ]0-2-; l {onter, J-he [ ' t :rvterers Ciornpany's Clountry Sc-arches, p l0-s:
6 )9 i i r i c ,  B iner  L iv ing ,  pp  I  t t ) -J ,  )6 r ' ) ,2 t :1 .  j ( ) j -S .

l() ' l  8c'.s.L, 'rrren.s, l  r tr :a.ssetr,  Zt inl ic. pp. l i . l ---<; l :orhe.s. Search, pp 120-l;  t .b,Solv,Zi jnftc, pp. 167. 170-l;  Lur:o.s-
setvPrtt l .  Gtr i l t l r i  al i l  Socicry,,  pp. 6[r-7; Ogil t ie. Slate Crrrporatism. pp. 45-57. l2j_g0.. pl ister, l ]e Craft
( . iu i ld ; r .s  a  F in r r .  p  6 :  S tu l ; t ' 1 .  (  ju i l i i s .  p t '  194-5 ;Sr r rcz . r ,  [ )c l l led ' fn rdes .  pp  213-19.
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women rvorked i l legal ly  for  gui ld masters)  a lso to make wares t l tat  pt issed gui ld inspectors '

W'mcn wi tSogt formal  gui lc l  t ra in ing engaged in ski l led cral t  work throtrghout pre- industr ia l

Eurr , ,pe,  wl terevcr gui lds la i led to ptr t  thcm oui  of  business. 'n '

At t6e same tirne, wives of guild masters wcre gerlerally pennittcd to engage in arty craft

task. anrl masters' widows were often allowed to inherit the guild workshop. In some impor-

tant  gtr i lded industr ies in ear ly modcrn Europe, l5-30 per cent  of  workshops were operated by

rr ' idows.,*  Strch widows did not  s imply calTv ovcr u 'orkshops for  br ief  t ransi t ional  per iods'  but

oftcl opclrtcd thcm for tlccades. Furthermore, a wife's or widow's gtri ld l icense was seldom

marle conditional on the length of time she had been married. In one guildcd industry where

dctai lcd f igures are avai iable,  20 per cent  of  pract is ing rv idows had been manied for  a shorter

pcr iqr l  of  t i r le  th ln the minimurn durat ion of  male apprent iceship and journeymanship com-

t i red. 'o '  Nor t l id  wic low's general lv  work through t ra ined male employees:  widows were almost

invariabl.v forbicldcn to employec cheap apprentice labour, and joumeyrnen were so costly than

only.  a t i l t '  nr i r rgr i ty  of  masters -  male or  female -  cotr ld af ford to employ them' The vast  ma-

jqrity of widows produced the u,/ares themselves, witltout guild-trained male assistants.""
' i ' ir is 

contratlictory treahnent by gtri lds of different groups of untrained workers casts serious

doubt on the i t lea that  gui l t i  t ra in ing regulat ions were di rected at  foster ing a socia l  capi ta l  of

t rust  to sglvc imperfcct ions in markets for  human capi ta l  investments rather than at  excl t rd ing

outsitlers so as to reduce competition. On the one hand, a non-trivial group of unhained

wornen tvith legal entit lements frc-rm the giri ld as masters' wives and widows was pemritted

and ablc to prgduce lvares w'hich passed gui ld and merchant inspect ions and sold successf t r l ly

t tn markets.  On the other,  vast  numbers of  s imi lar ly  untra ined women -  and men -  who lacked

strch cntit lements and were capable of doing tlte same activities were forbiddcn to do so on tJte

sroun6s that  they had not  undcrgone gui ld apprent iceship.  lndeed, the strong object ions of

i ,o, r . l l rn companies to a l iens pract is ing craf t  occupat ions in the s ixteenth and seventeenth cen-

turies w'ere iltensiflccl 
'b;- thc fact that thcse foreign crafLsmen rvere often morc highly skil lcd

thap t le i r  nat ive countcrparts ' . ' *  Such f indings suggest  that  the exclusionary funct ions of

apprent iccship.  journeymirnship,  and mastership outweighed their  t ra in ing funct ions.

[1 is ra iscs to a f t r r ther cprest ion.  Dic l  human capi ta l  investment fa i l  in  craf ts w'h ich lacked

gui l i ls? No. [ luman capi ta l  investment d id not  require gui lds.  In the gui lded economies of  cen-

tral and southern Europe. apprenticeships were indeed enforced b1' guilds. But in weakly

gui ldcd or  unsui ldecl  economies such as England,  Flanders,  and even Russia,  apprent iceships

,r ,crc vuluntar i iy  entcred into by t ra inees and t ra iners,  who registered their  apprent iceships as

l0_5 l{al i , ,r ,Undergrouncl, pp la-18,27-32: l l .C. t*nel l ,  women's work in the New and Light Draperies of the

Low Cpr rnr r ies . in :  l lu i re .New Draper ies ,  pp .  197-2  16 ,  here  p .200.206-10,212 Og i i t ' i e ,  B iner  L iv ing ,  pp '

96-9. 127-8. l5l-g, 212-6, 29-i-s; Raper, Holy t tousehoi{ pp 41-9. Rule, Property. p. i07; K. sinnn'

l1usclreitliG. Jacobsen, Rcsrirnee. in'. K. Sinrott-I[uscheit! (erl), Wa-s ntiLzt die Schusterin dem Schrnied]

Frauen untl  I iandrverk vor der IniJustr ial isierupg, Franl i lurt a-lvl .  1998, pp. 159-55, hcre p. 161; Sinnnton.

Apprenriceship, 230; : \ ! .  Sonenscher, ' fhe Hatters of Eighteenth-Cenn-rrv France, Berkeley 1937' pp' 35-6:

Strar.r.  Dcfi lcd Traties. pP 2l-r- 0'  Lis'Sol) ' ,  ZLinfte, pp 158-9'

106 For exar'ples, see Ogilul,  Bit ter Living. p. 261); Ogitvie, Guilds, Ethcienc,u. ' .  and Social Capitai.  p. 3r)5 (Tablc-

3); ,11 r,.rrr De&en, \Yornen antl Wor.k in the E,arly fvlodern Netherlands: the Production of antt Trade in

Bcycrases. paper pre-sentcd ar the F.uropcan Social Science t{ istory Conference. Llerl in, i r{arch 200' l

l  ()7 Oqil | i , ' .  Gurlds, E fLic: iency. nn{ $ociaI CaPital '  pp. 
' ] t) . l -07, 

esp Trble 1

l i)S [ror m,rrc t ldai let j  r l iscgssion,5q.r 6, lgi iule, Bit tcr i- ivinc, p. 2bi);  Oqihie. ( lrr i lds. E{ir, : icnc,". ' '  antl  Soi: ial  Capi-
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private contracts in the market and enforced them (where necessary) in courts of law."o In the
West of  England,  for  instance,  ' formal  apprent iceship was almost  ent i re ly lacking . . .  but  a l l
trades olrserved "colting", the customary form of apprenticeship of being "brought up in the
trade" which . . .  d id have fu l l  legal  sanct ion ' . r "  In the West Riding of  Yorkshire.  apprent iceship
sun'ived very widely, but as a voluntarv contract between individuals rather than a guilcl
requirement - in the words of one eighteenth-century clothier, 'rather from custom than from a
sensc  o f  the  Law ' . "2

In certain respects, apprenticeships were more widely available in weakly guilded econo-
mics such as the Lorv Countries and England, because they were open to those whom guilds
usual ly  excluded -  chi ldren who could not  af ford high gui ld premiums, females,  and even
JewS." 'Thus gi r ls  made up 9 per cent  of  a l l  apprent ices registered in Essex and Staf fordshire
in the second half of the eightecnth century, and fully 33 per cent of all apprentices put out to
training by their parishes."o By contrast, in the Wrirttemberg district of Wildberg among
apprent iccs registeredby the worsted-weavers 'and bakers 'gui lds between 1597 and 1760, or
put out to parish apprenticeships by the communal church courts between 1645 and 1800, the
percentage of  g i r ls  was zero.r '5

Apprenticeship was thus a widespread institution for transmitting human capital in early
modern Europe. wi th or  wi thout  gui lds.  The di f ference was that  ungui lded economies let
producers decide for themselves what level of skil l to invest in, privateiy contract in markets to
sccure craft training, and bring violations of training contracts before statc courts for punish-
ntent."' This permitted apprenticeships to decline in sectors w'here lengthy training was irrele-
vant - such as low-skil led linen or worsted industries addressing cheap nrass markets - but to
flourish in skil led crafts where fonnal training enhanced productivity.

Nor rvcre guiid apprenticeships necessarily any more e.fectiv'e than non-guild ones. The
shared nonns and col lect ive sanct ions provided by gui lds nray have enabled masters to d isc i -
p l ine shirk ing apprent ices but  i t  hardly gave the lat ter  much recourse against  shirk ing masters.
Shirk ing masters c lear ly existed in st rongly gui lded economies.  Thus,  for  instance,  in 1624 the
Wtirtteml.rerg orphan Bastian tleckh ran away from his master because 'the master nrade use of
the lad al l  the t i rne in the v ineyard and in thc-  f ie lds ' . " ' ln  1798, l ikewise.  the grandfather of  the
Wtir t tentberg apprent icc Johannes Ischinger removed him from his master  becausc he 'was

being held to hard work in the t re lds ' . " 'But  such masters were seldom prosecuted by gui lds:
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Sre /1 ,  Anna ls ,  pp  223-9 ,  278.  l l l -13 ;  S innnbn,  Apprent icesh ip ,  esp .  p .729;  L ipson,  H is to ry ,  pp  60- l ;
Dennison.Apprenticeship in l9th-Century Russia.
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t ra in ing is  that  which enabled a grorrp of  industr ia l  producers nlost  successful ly  to sat is f -v cus-
tomers and expand sales. From the later fifteenth cenhlry on, as we saw in the previous section,
the same industry might be strongly guilded in onc part of Europe, weakly guilded in another,
and totally unguilded in a third. Yet thosc groups of European producers tltat possessed the op-
t imal  level  of  sk i l ls  for  sat is fy ing customers we re not  the ones wi th the strongest  (or  necessar-
i ly  any) gui lds.  Thus,  as al ready ment ioned, expanding groups of  proto- industr ia l  producers in
the Low Countries and England escaped guild training almost wholly, yet produced their wares
with suf f ic ient  sk i l l  to at t ract ,  reta in.  and expand their  internat ional  customer base.  The most
successful and dynamic worsted industries, for instance - those in sixteenth- and seventeenth-
century Flanders and eighteenth-century Yorkshire - either relaxed guild training requirements
or abandoncd thern altogether.r'u The same was true of many other crafts and industries that
successfully addressed the expanding consumer markets of the early modern perio{ as shown
by the dccline of apprenticeship among London cordwainers (shoemakers) befween the
sixtecnth and seventecnth century. ' "  As ear lv as 1669, the Engl ish Pr ivy Counci l  declared that
although the 1563 Stan-rte of Artif icers requiring any craftsman to have serv'ed a seven-year
apprenticeship had not been repcaled, nevertheless it 'has 

been by most of the Judges looked
upon as inconvenient  to Trade and to the Encrease of  invent ior ls ' . , ' *

In questions of human capital investment, tlrerefore, some European econ()mies continued into
thc eighteenth or nincteenth century to rely on the 'particularized' trust in persons with known
grolrp afh l iat ions and'd i f ferent ia l ' tmst  in gui lds as the inst i tut ion for  enforc ing t ra in ing
contracts. But other economies began as early as the sixteenth or seventecnth centrrry to shift to-
wards a 'generalized' trust which applied even to strangers, underpinned by a 'uniform' tnrst in
an impartial instifutional framework of markets and states that enforced contracts regardless of
personal attributes of the contracting parties.

Precisely how and why this shift from 'particularized' to 'generalized' tmst occurred awaits
f t r l lc lar i f icat ion,  and is  one of  the most important  qucst ions facing both econonr ic h istor ians of
ear ly mtrdern Europe and economists analysing modern developing economies.  But  the evi-
dence on guilds suggests that - at least in European economic development - particularized
trust may not have encouraged generalized frust (as social capital theorists would have it), but
ratltc-r may have substituted for it. Early modcrn economies tended to rely in matters of human
capital investmcnt eithe.r on a particularized trust in guild membcrs linked to a differential trust
in guilds as instihrtions, or on a generalized trust in strangers mediated by a uniform tnrst in
impersonal  nrarkets and impart ia l  s tates,  but  not  both s imul taneously.  This is  not  surpr is ing,
s ince part icular ized tntst  in persons of  known at t r ibutes and di f ferent ia l  tmst  in gui lds meant
that  certa in n iarkets (e.g.  for  industr ia l  t ra in ing) were only accessib le to persons l icenscd by
the appropriate gr-ri id, and the contract enfr;rcement by the state was also biased toward mem-
bers of  that  group.  In other $,ords,  members of  ear ly modern econornies that  were highly
gtri lcled may not havc been able to ,tfortl to evincc generalized trust in strangers or a uniform
trust  in inrpart ia l  markcts and states bccause the prevalence of  part icular ized t rust  in gui ld
nrembers and di f lerent ia l  tnrst  in gui lds prevented nrarkets and states f ron heing impart ia l .

l l t ' -  For a i lctai let l  analvsiq of t l rcse issues acrr.rss dif tcrent European \eorsted indrrstr ies, sce OgiA' ie, Clui lds. I f l l -
c icncv  and Sot : i i r i  ( - i rp i ta l .  pp .  I  l1 -  I  4

1) . '1  R i t : l l o .  S i rzq , i1 lq ,  pp .  I {3 -9 .
I  l l l  ( J r r o t c r l  n ,  [ - r t r h t : . S c a r c h ,  p .  l ] t .
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t le  65j  of ferrces f incd by the rvorstcd-weavcrs '  gui l<I  in Wt i r t temberg dist r ic t  of  wi ldbcrg

betwecn 1597 and t760 incluclcd only one pcnal ty inf l ic tcd on a master for  fa i lures of  t ra in ing

(hc ncqlcctcd to set  up the equipment for  h is apprent ice before let t ing him begin weaving) ' "n

I t  is  therefr) re not  c lear t l ia t  t ra in ing contracts were bet ter  enforced or  human capi ta l  more

cfTect ivc ly t ransmit ted in gui l t lcd cconomies than in those in which gui lds were weak or

abscnt .  In England or  thc Nether lands,  a <l issat is f ied master or  apprent ice had to take his com-

plaint  to t l re statc -  a Just icc of  thc Peace, a community counci l  s i t t ing,  a state court '  But  in

stronglv guilded w0rttemberg. that is what apprentices and their families had to do anyrvay'

since gr.ri lt ls oI master, ,u.r", untlerstatrrJably, not highly motivated to penalize masters who

lai ler l  to t reat  their  apprent ices proper ly.  In 162.4 Bast ian Hcckh absconded f rom his neglect fu l

masrer 
.wi th the i , tcui tat  he woulr t  probably f ind a master who would f in ish his t ra in ing' .  but

enclecl up having to get his guardians to sue his equally neglectful and abusive new master be-

fore a comnrunify cJurt ctraired by a princely ofTicial. ' 'o In 1798. Johannes Ischinger's grand-

lather had to take his grantlson away from his neglectful master 
'arbitrarily' in ordcr even to

gain a hcarin-q from t]re communiry court.rl '  In an economy with weak guilds or none' a

icglcctcd apprent ice mig6t  ev"n goin fa i rer  just ice than in a gui lded one,  s ince courts would be

lcs's subjcct io gui1l p."-ur,,.", anJ thrrs less likely simply to order, as the Wildberg authorities

cl i<1,  that 'Young Is. i ' , ing.r  be given back to. . .  h is master  according to the contract  that  had

been concluded' . ' '
Even in cases where the state failecl to dispcnse uniform justice, in an unguilded economy

the ncglected apprentice hzrd anothcr 
'uniform' institution to turn to: he could seek training

elserv6ere in a '  opeu labour market  that  c l id not  grant  'd i f fcrent ia l '  pr iv i leges to gui id nrasters;

he could evcn obtain t ra i l i lg  informal ly  (e.g.  through 'col t ing ' )  wi thout  subsequent ly being

dcnied the r ight  to pract ise as a nraster .  This opt ion was c losed to h im in a gui lded economy

$.hcre he was lcgnl ly  obl igc<l  to stay rv i th h is master ,  other gui ld masters were forbidden to

acccpt absct.rntlrng uipr"nti.., without le'gthy' formalities. and someone who absconded fr.m

a neglect fu l  maste r  woul t t  be forever denied pcrmission to set  up in business independent ly '  In

ll 'qlantl, rvhen a w-eaving master failed to irain his apprentice satisfactorily, the apprentice

t_vpically soirqht haining !lse*'h".e, rvhether formally or informally.' ' '  Thus' for instance' tlre

ciglrtec'th-ccntury appicntice ll irst absconded from a cntel nraster. but nevertheless rose to

bccome a promineni  yorkshire text i le manufacturer . ' 'n  Notwi thstanding the absence of  gui ld

apprent iccships,  accort t ing to one eig l i teet t t l t -century Yorkshire master  c loth ier  
'we th ink i t  a

scandal  whe^ an apprent iJe is  loose i f  n"  i t  r rot  f i t  for  h is busi l tess;rve take pr idc in their  being

f i t  f r r r  their  busincrr ,  und we teach them al l  they rv i l l  takc ' . ' "  compar isons across Europc-an

ec.nomies thus s6ow both that  t ra in ius contracts rvere rv idespread wi thout  gui ld intervent ion'

and that  in t6e absepcc of  gui ld pr iv i lcges states and markets enforced t ra in ing contracts in the

intcrests not  j t ts t  of  masters but  a lso of  apprent ices '

Tl r is  ra iscs a f inal  quest ion.  were car ly mot lcm industr ies rv i th st rong gui ld st ructures als()

t5e ones tSat  achiever l  opt imal  le 'e ls o i  t ra i ' ing? Our bcst  measure of  an opt imal  lcvel  of
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Sheilagh Ogilvie

T'he market for infonnation - particularly for tcchnologicai innovations - is the third sphere in

which guilds arc supposed to have uscd their social capital to create trust that benefited the

entire economy. 
'T'hc 

idca that special instifutiortal arrangements may be necessary to dcal with

ne.,v tcchnologicat ideas is based on the recogrrit ion that markets for information have imper-

fccf iorrs that  can impede innovat ion.  Informat ion is  a 'publ ic  good' :  i t  is 'non-excludable '

(once an idc-a has been sold to one consumer, it is hard to prevent it f iorn being communicated

without  charge to others)  and 'non-r ival '  ( the producer of  an idea incurs no higher costs by

provid ing i t  to extra consumers).  These character is t ics mean that  the socia l  benef i ts  of  publ ic

goods such as infomration may exceed thcir private benefits. As a result, ideas and information

about them w'il l tcnd to be uncler-provided by private individuals transacting in markets. Inno-

vative iclcas may be either not invented at all, since potential inventors cirnnot profit frorn their

ow'n efforls: or invented but diffused only to a few paying customers so that private inventors

can profit. even though at zero additional cost these ideas could benefit society more widely.

Cuilds, it is sometimes arg'led, solved thcse problems. First, they are supposed to have

operatetl much in thc manner of a patent system, by creating monopoly rents for innovators.

thereby ovcrcoming the disincentives to innovation created by the fact that it is diff icult to

excludc users of new' infonnation. Second. guilds are regarded as having overcome barriers to

the diffusion of ncw practices, by obliging all practit ioners to seck work outside the local area

f6r a minirnunr period as journcymen before becoming masters. Third, guilds are portrayed as

having guaranteccl the smooth transmission of technical expertise across generations by

requiring all practit ioners to undergo guild apprenticeship. And finally, guilds are supposed to

have eased horizontal technology transfers by promoting ttte spatial clustering of craft practi-

t iL.ners. ' t t
z \ l l  these a:gurnents are based on thc idea that  gui lds favoured tcchnological  innovat ion by

gencratirrg a differential trust in themselves as institutions and a particularized trust in their

nrembcrs.  Al l  are theoret ical ly  possib le.  But  none as yet  enjoys convincing empir ical  support-

And there are both theoretical and empirical arguments that cast doubt on the idca that guilds

in gencral  used their  t rust  to foster  innovat ion in thcse socia l ly  benef ic ia l  ways.

The f-irst argumcnt is that guilds created anrong their members a trust in the guild as an in-

stihrtiol t|at rvould ensurc that the right to make use of any new tecliniques they might invent

wouid bc rcstr ic ter l ,  a long wi th thc pract ice of  the occupat ion,  to the narrow ci rc lc of  gui ld

menrbers, thcreby guaranteeing a future stream of monopoly rents to reward current invest-

ment in i lnovat ion.  This is  basecl  on an idea advanced many years ago by Joseph Schurnpete r ,

tlrat a producer u'ith a monopolr, ' in a particular sector will have a greatcr abil ity to innovate

t f tan his cgrupet i t i l 'e  countcrpart  because monopoly p lof i ts  wi l l  re lax funding constra ints on

R&D investrnent ,  and that  he rv i l l  havc greater  inc:ent ive to innovate because he stands to lose

so much nlore. ' 'n  
- Ih is 

thcoret ical  proposi t ion has been explored exhaust ivc ly 'by economic

t l rcor is ts.  ancl  is  of tcn invoked in modcm ant i t rust  cases- ' ' '

l )9 Enstein. t}afr eui ids. pp. (;93-705; Rci l l r .  Technische Innovati t ' rn. pp 43-9

130 -/.  S,: lntnrpr:rer,Capital isrn. Social isrn. arl(1 Dcrnocracy, Ne',v York tt)42, esp. chaptcr 8.

I  I  I  [-rorn a r olurninous I i tcratur c, sr.e K. ; l  n'orr, .  Econotrt ic Well iue and the Al locati trn of Resources f irr  Inl entiort '

in: R. , \alsD2 /erl .) , . fhe Ratc anrl  [) i rect i trn of lnnrivati ,"e Activi ty, Princcton 1q62, pp 609-25. and the studies

sun,everl in ^{:.  .1I Sr:ht:rar, l ' ) .  Rr.r.s., ; .  Industr ial lv{erkel Strrtctt trc anrl  [ ' -conorrr ic Perfonnance. -Jrt i  ccitr '  l loston

l ' , ' 9 r { ) .  f  p .  6 l ( ) -<  I

i-h" riru artd Ahu.se of \'ntst

I lowever,  the empir ical  support  for  i t  has al rvays been anrbiguous.  For one th ing,  whi le i t  is
often the case that large firms innovate more, it may be their size (and thus the economies of
scale they can reap) rather than their market dominance that gives them the finance or incen-
tive to do so. Second, while unusually profitable firms do often innovate more, it may be that
the causation nrns from innovation to profitabil ity rather than vice versa. Thircl, f inancing
incentivcs created by a monopoly are difficult to disentangle from the effects of demancl-pull,
which increases both profits and inventive effort. Finally, monopoly profits are only one of
manv possible funding sources for investments in innovation.r,

The predictions of economic theory on the relationship between monopoly and innovation
are also ambiguclus.  As Schererand Ross put  i t , ' t l r rough an astute choice of  assumpt ions,  v i r -
tually any market structure can be shown to have superior innovative qualit ies."3r Furthermore,
even economic models that show how a monopolistic market structure could favour innovation
require there to be no barriers lo entry. That is, for the monopolist to have good incentives to
innovate, in these models it must be possible for a potcntial competitor who comes up with a
new technique or product that might tlrreaten the monopolist's rents actually to entcr the mar-
ket. If there qre barriers to entry - such as guil<l l icensing restrictions - that l imit the number of
producers and prevent potential competitors from entering the market, then the monopolist
loses any'specia l  incent ive to invest  in innovat ion. , 'n

Pre-industrial guilds could certainly provide their members with monopoly rents, assuring
ntasters that the right to practice the occupation rvould remain restricted to the narrow circle of
guild members, and thus that any innovations in that sector would be rewardccl by a future
stream of monopoly rcnts. These rents might have increased a craftsman's incentive to incur
the costs of  devcloping an inr tovat ion compared to a normal  compet i t ive market  where he
rvould not have been able to charge monopoly prices. But guilds created these rents by erecting
barriers to entry - by using apprenticeship, journeymanship, and mastership requirements to
limit the nuntber of producers and prevcnt potential competitors from moving into the market.
N4oreover. guilds limited workshop size, fixed output quotas, set prices collectiveiy, and
required collective approval and adoption of any nerv equipment or wares. This prevented po-
tential innovators from undercutting their fellows and reaping a greater shtrre of rents. Monop-
oly rents went to a// masters, irrespective of whether they were innovative. Guild entry barriers
meant there was no threat that a potential competitor r.vho came up with a new technique could
enter the market and threaten members' rents. In short, guilds did generate monopoly rents for
their members, but there is no evidence that thcse rents rewarded innovation.

The second way in which gui lds are supposed to have used their  socia l  capi ta l  to favour in-
novation was by creating trust tvithin the wider society in the guild as an institution that would
compcl  - iourncymen to t ravel .  This is  supposed to have ensured that ,  a l though new techniques
rernained a monopoly of  gui ld members local ly ,  they w'ere su' i f t ly  spread to gui lds in other
local i t ies.  The evidcnce adduced in support  of  th is idea consists in the fact  that  manv ( though
not a l l )  gui lds required joumeymen to t ravel  for  a minimum number of  years before thev were

I  - l  I  Sec thc discussion in sr:het 'er/Ross. Int lustr ial  fvlarkct Strucnrre, pp. 63{)- I ,  64,1-5 I
lJl Srher,:r,1Ro.s.s, Indusrrial N{arket Strrctrrrc. pp. 6]0, 643 (quotation).
1,1 I On the kcy rolc playe<l by lack of tr :uriers to entr) ' in t i reoretical models l inking monopolv and rnnovatron, see

F.  E tn t .  lnnovat ion  by  [ -eaders .  in :  Econorn ic  Journa l  I1 .1 ,  20(X.  pp .  28 i -301,  hcre  pp .  281-1 ,  2 tJ7-g .  ]c )R,
100-0 i , ,St :  he re r i  l i  t  t  ss. l  rrdustr- ial  l r  Ialkct .Srmcture, pp. 63 _s, 6 3 7.
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al lgwcd to set  in int lependent pract ice.  and that  th is rvas somet imcs just i t rcd i r t  terms of  their

learning ( though not  usual ly  tcaching) new tecl tn iques dur ing their  t ravels. ' '5

I lorvever,  doubt is  cast  on th is argument by evidence re iat ing to migrat ion in pre- industr ia l

[u lopeap societ ies.  Gui lds were ccr ta in ly not  necessory to ensurc migrat ion of  young workers

in eirrly mcdcrn Europe, since such workers wcre highly mobile even in guiidless sectors such

as agriculture."^ Nor rvere guilds nrJJicient to ensure migration of young craft workers and the

infornration they ernbodied. 
' l 'he 

Netlierlands. for instance, enjoyed legcndary labour mobility

and even more legendary levcls of  tcchnological  innovat ion in the seventeenth cenhrry,  whi le

<liffcring frc' 'm Germany, France. and England in having guilds that did not reqttire journeymen

to tltvcl. ', '  Furthcrmore. as conternporary commentators lamented, many guilds activcly

excluded apy technological  innovat ions that  jounreymen might  have di f fused,  into their  home

rcgios by prohib i t ing the set t lcment of  foreign journeymen. ' ' *  Gui ld t ramping requirements

w'ere thus neither necessary nor suffrcient for creating the trust to ensure diffusion of ncw

tcchniques.
T'6e th i rd way in which gui lds are supposed to have used their  socia l  capi ta l  to favour inno-

vation was by enforcing minimum periods of training, thereby encouraging a smooth transmis-

siol of tschnical cr,pertise between generations. That is, guilds created trust among masters

tltat tcchnol6gical secrets they transfcrred would not immediately be used to set up a compc-t-

i11g rvorkshop, but rather rJelayed for at least tlte minimum legal duration of apprenticeship and

jeurnevrnanship.  J- l re evidence adduced in support  of  th is proposi t ion is  the existcnce of  gui ld

rcgulat i3ns i rnposing minimum per iods of  apprent iceship and journeymanship.  In pract icc,

irorvevcr, as we have seen, many of the most successful carly modern European indtrstries

i lcreasingly d ispensed wi th grr i ld  apprent iceships (or  never had them).  Yet  thcse industr ies '

gr6wth suggests that they transmitted tecltniques effectively. Guild apprenticeship and jotrr-

ncymanship, thereforc. rvere neither sufficient nor necessalv to ensure effective transmission

of  techtr ical  expcrt ise betwecn gencrat ions.

I6e hnal  way in which gui lds are supposed to have used their  socia l  capi ta l  to favour inno-

vat iop was by enf t r rc ins spat ia l  c lustcr ing for  purposes of  moni tor ing rvorkshops.  This,  i t  is

argued, could have created an atmosphere of  nrul t ip lex interact ions and neighbour ly t rust  that

favourecl  f ior izontal  t ransmission of  technical  expert ise amotrg pract i t ioners.  The evidence

a6{uced in support  of  th is proposi t ion is  that  in many pre- industr ia lc i t ies members of  the samc

craf t  c lustcrecl  in part icular  st rcets or  neighbourhoods.  But  other evidence casts doubt on t l t is

iclca. Gtrift ls were ccrtainly not necessary to bring about spatial clustering: industrial agglom-

erat ion is  wic le ly observed in most cconomies,  inc luding modern gui ld less ones,  because i t

br ings a whgle arrav of  advantages that  have been qui te thorotrghly analyzed by economists. ' r '

Nor rvas spat ia l  c luster ing ei ther necessary or  sufTic ient  for  technological  t ransmission:  some

of t5c most innovat ive inclustr ies in ear ly modern Europe, part ic t r lar ly  in thc tcxt i le  sector '

rvere locatcd in nrral areas rvhere produccrs w'ere scattered across larms and small vil lages but

r)everrhclcss srv i f t ly  adopted -  and even themselves invented -  new wares and pract ices.  of le l l

l i5 A.s di-scus.sct l  in Ogilr ' i . ' ,  State Corlorl t isrn' pp. l iq-5 1.

l ld On the rnqbi l i ry* o!- {hnn scr! 'ant.s and agricultural labtrtrrcrs. see f)gih' le. tsi f ter I- iving. esp pp. I  l ' l - , i .  232-6'

I  -17 !,ottren.t i ' l -ur rr. i .sar. ( i i l t lcn, pp. i1-5.11. 79.

I l3 7-r t>t: l ! .st 'h, Zctrghandi 'rngskrr l ' r 'pisnie. pp 165-6

l l9  Se, : ,  fo r  ins rancc .  ,1  t l fa rsho l l .  Pr inc ip lcs  o I  Eonor l t i cs .  S th  c r ln .  Lond<- rn ,  1910.  o r ig .  pub l .  l i l 90 t ,  pp .261-77;

i \ t .  Fuj i t t"- 'J.-[ .  I7rrs.se. F-conourics of Agglonteration. in: Jotrrrral of Japa:rcse attt l  I l t lern:rt tonal [ :conornics 10.

l l )o(i .  f  p. l-11-'-7'{,  ht 're pp. j  3()- ' f  I

Tlrc Use and..lbtrse oJ"l'rust 4j

to a degrcc which urban guild practit ioners found deeply annoying. Thus, for instance, the
phenomcnally successfii l ntolleton fabric - a rvoollen-linen mix - was invented in the Flemish
vi l lage of  

' fourcoing 
in the ear ly e ighteenth century by an ungui lded ruralweaver,  and by 1748

rvas being manufactured by at least 2,000 dispersed. unguildcd producers in that vil lage alone,
despite attempts by the Lil le weavers' guild first to monopolize the invention and, when tfi is
fa i ied,  to out law i t  a l together. ' -

Such at tempts by gui lds to monopol ize or  orr t law new techniques are observed in most ear ly
modern European industries. In these cases guilds, far from uslng the tnrst they generatcd to
solve imperfections in markets for innovations, abrrsed their trust to oppose new techniques
that threatencd mernbers' rents. Enthusiasts for guilds are well aware of this evidcnce. and
seek to d ismiss i t  us ing four arguments.  Fi rst .  they point  out  that  many industr ia l  innovat ions
in ear ly modern Europe were adopted wi thout  being opposed by gui lds.  Second, they c la i rn
that  gui lds only opposed labour-saving and capi ta l - intensive innovat ions,  whi le favour ing
labour- and skil l-intensive ones. Third, they contend that many innovations that were opposed
by gui lds were impract ical  and would never have been adopted anyway. Final ly ,  they argue
that even wlten guilds did oppose innovatiorrs it did no harm since innovators simply evaded
gui ld regulat ions. ' ' '

I t  is  certa in ly the case that  some industr ia l  innovat ions in ear ly modern Europe were
adopted without detectable guild resistance. If an innovation did not threaten established mas-
ters,  their  gui ld had no incent ive to resist  i t .  But  the same grr i ld could b i t ter ly  resist  other inno-
vations that its members did perccive as endangering their interests. The empirical record
suggcsts that most gtri lds tolcrated innovations that did not threaten their rents while blocking
othcrs they perceived as dangerously compctitive.'o' What guilds provided was the nteqns - the
'socia l  

capi ta l '  of  muhral  t rust  among gui ld membcrs lower ing the costs of  col lect ive act ion -
which establ ished producers could use to resist  innovat ion when they saw i t  as a threat .  The
fact tlrat thcy did not alv,, 'ays u.se their social capital in this rvay does not mean that they clid not
do so on occasions when i t  sui ted their  interests.

Asknowledging the existence of  gui ld opposi t ion to some innovat ive techniques,  enthusiasts
{br  guik ls scek to bel i t t le  i ts  econonr ic impact  by c la iming that  a l though gui lds d id oppose
innovations tltat were labour-saving and capital-intensive, they favoured ones that were labour-
and ski l l - in tcnsive. ' "  Empir ical ly ,  however,  th is general izat ion does not  hold.  Thus,  for  in-
statrce. urban textile guilds often opposed the adoption of innovative new wares that were more
skjl l-intensive than old ones, but threatened the interests of weaving masters by requiring the
removal  of  gui ld cc i l ings on raw mate r ia ls pr ices and employees'  wages,  shi f t ing power to
mercltants, or enabling some weavers to earn more than others.'* Whether a guild opposcd a
part icular  innovat ion was doubt less i r i f luenced part ly  by i ts  factor  intensi ty,  but  only because
that  was onc contr ibutory factor  to the more general  issue of  how that  innovat ion af fected
lnctnbcrs ' rents.  This in furn depended on the spcci f ic  regulat ions,  inst i tut ional  st ructure,  and

l1O DuPlessrs, One theory. pp. 1.13, 153
1f l  Epstein. Creft Guilds. p.695:1.r.s,So/r., .  Zi intte, pp. 162-3; P/i .ster. The (traft  Cui l t l  as a Firm. pp. l3-14. Reil f i ,- l -echnischc 

Innovation. pp. 38-1 I
142 For cxarnples. sce l . i r ,So/r ' ,  Z(infte. p. 164; Ogilvie, State Corporatisur, pp 42.1-l l :  Ogilvie, Cuitds. E.t l i -

cicncv. and Social Capitat,  pp j l .1-5' Pl i .ster, Craft GuiLls, pp l9 2O: [ ' , l i .ster. ] tre Craft Guild a-s a Finn. pp.
l1-l '1; Rail i r ,  Jcchrriscbe Innovation. pp. 39-.1 l ,  -50-1. 56-7: J.KJ. Tht:nrsort,  Proto-lndustr ial izat ion in Spain.
i l :  (_)gt lviei(,-entt lr t t  ( td:.).1--rrropean Proio-industr ial izarion, pp f l5- l0l  ,  hcrc p. 8,9.

143 [:1t.stt ' i t r ,  Crati  Guii t ls, pp. 695-6: [ f istet.  Thc Craft Guild as a Finn, pp l3-l  1.
1  11  r rg r l  i { r ,  -q t r re  fo tpora t is rn ,  pp .  j52-60 :  l i ' oe l tsch .  Zcughand lungskor r rpagn ie .  pp  1  l9 -21 ,  l f r l -9 .  189-90
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pol i t ical  ecor lonry of  thc-  local  industr . "" .  [ t  is  a lso important  to rec()qnize t l tat  e l 'en i f  gui lds f tar l
only opposcd innovat ions that  rvere labour-saving and capi ta l - intensive,  i t  does not  fo l iorv that

such opposi t ion was harmlcss.  Proponents oI  such innovat ions would not  have been wi l l ing to
in ' , 'est  in thcrn had they not  bel ievcd that  they would increase product iv i ry.  Blocking such
innovations thcrcfore lrarmccl the economy by reducing the amount o[ output it obtained from
a g ivcn  q t ran t i t y  o f  i npu ts . ' "

Another argument by which enthusiasts for  gui ids seek to bel i t t le  the economic impact  o[
gui ld opposi t ion to innovat ions is  by c la iming marry new techniques were economical ly  im-
pract ic i r l . ' *  But  there is  a problem wi t l r  th is.  { f  a technique lvas no good and would not  be
adopted an)'w'ay, then rvhy oppose it ' l  l 'he very fact that a guild mounted costly opposition to a
tcchnique suggcsts that  gui ld nrastcrs regardcd i t  as pract ical  enough to harm thern.  I f  a tech-
nique was impract ical ,  thcn the gui ld w'ould have bcen safe to leave i t  unopposed. The best
gttcss of ruodern economic historians must be that early modern guild members were rational
and did not  invest  t l te i r  resources in rnount ing opposi t ion to a technique that  had no pract ical
inrpl icat ions for  them.

The f inal  l ine of  dclence is  to acknorvledge that  gui lds d i t l  t ry  to b lock some pract ical  inno-
vat ions,  but  to c la i rn that  such at ternpts inevi tably fa i led.  Thus,  i t  is  pointed out ,  many innova-
tions rvere secretly adopted aftcr a while. Innovators sometimes forced guilds to l iberaiize b;v
threatening to emigrate.  Gui lds in other regions might  adopt the innovat ion anpay,  and th is
put  prcssure on the or ig i r ra l  gui ld to re lax i ts  opposi t ion.

But th is l ine of  argumcnt -  that  inst i tut ional  ru les do not  matter  - -  has three major  problerns.
First, the fact that regulations are evqded docs not make them costless. Concealing forbidden
inrrovat ions or  migrat ing to a gui ld less enclave consumed resources which must have deterred
the ntarginal  innovator .  Furthennore.  as shorvn by analyses of  the ' informal 'sectr) r  in modem
less developed economies,  the costs of  avoid ing rcgulat ions of ten exert  far-reaching ef t -ccts on
the rvel l -bcing of  indiv iduals and the pertbrmance r , f  ent i re economies. 'n '

Second, i t  is  a fa l lacy to bel ieve that  the existence of  more l iberal  regimes and threats of
emigrat ion b.v indiv idr la ls inev, i tobly lcads to the l iberal izat ion of  inef f ic ient  inst i tut ions -  as is
c lear ly '  i l l t rs t rated by thc long sun' ival  of  eastern European serf r lom or the long stagnat ion of
many moclcrn developing economies.  Pol i t ical  coal i t ions,  t racle protect ion,  markc-t  segmenta-
t icrn,  t ransporht ion costs,  and migrat ion rcstr ic t ions enable many inef f ic ient  inst i tut ions to sur-
v ive despi tc the existence of  super ior  a l ternat ives for  generat ions,  somet imes for  centur ies. ' *  A
prc- i r tdustr ia l  gui ld could respond to outs ide compet i t ion ei ther by re laxing i ts  opposi t ion to
i t tnovat ions or  by mobi l iz ing i ts  socia l  capi ta l  to for t i ! -  ex ist ing pract ices.  The impact  on
eui lds t - r f  conrpet i t ion f rom morc l iberal  rcgimes was not  inevi table,  except perhaps in the veqr
long tcnn.  R:r thc-r ,  i t  depended on t l te ' "v icterpol i t ical  and inst i tut ional  f ramervork-  r \s  d iscussed
bclorv in Sect ion I \ ' ,  in  indr"rstr ies where gui lc ls  were ablc to int - luence the pol i t ical  author i t ies,

For ntore r ietai lcd explorat ion of such argurnents in the context of gui ld restr ict ions on lvomen's w'ork. see
Ogilvie, Ditter Living. pp. 3-16-, i  L
Reirr.  Technr.sche Innovation, pp. 3S-{ | .  Epsteit t ,  Craft Guilds. p. 695.
K. B,tstr,  Analyt ical Developrncnt F.conourics: thc [-ess Developed Economv Revisited Cambridge. lv{ass.
1997. pp 172-3: I{ .P. Tocluro. Iconotnic Derclopnrcnt in the Third World. Flarlorv 1939, pp. 270-1. D Rat' .
Econc'rt t ic Developrrtcnt. [ ' r inccton i i ]  1998, prp 26 l ,  - l -16-l l ,  -195-6.1f. f :onel l . l 'he i l id<lerr Dansers ol-Lhe In-
f irrntal Er:t tnortty, in: 

- lhe 
Ntcir inscv ()rruterly 20t).1,3 [hLtpr/ irvrv'"v.t lckinscyquarrerly.couv art icle_page.

aspx '?ar - , .  l ' 1 ,13&1.2  .1  Q l .

Scc t irc exartrptes discussc<l i t  Ogti t ie, Stir tc f .orloret isrn. pp. 121-l i ;  P/ i . t ter. Cra{i  ( iui lr is, pp l9--1():  Pl i . t trr .
I ' he  L l r r l t  t . i r - r i l t J  rs  a  F i r rn ,  pp  l2 -11 .
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t l tcy could sccure protect ion enabl ing them to sustain an inf lex ib le posi t ion against  compet i tors
for  gcncrat ions or  evcn ccntur ies. ' . "

Final l ,v ,  the argument that  gui ld ru les against  technological  innovat ions did not  matter  i l lus-
t rates a thcoret ical  incoherence at  the heart  of  arguments that  socia lcapi ta land t rust  are always
beneficial. On the one hand, guilds are supposed to have been too v,eakto abuse their hrst in
ways tlrat harnted sociefy, but on the other they are supposeti to trave been strong enough to
use it in rvays that benefited society. Guilds were simultaneously too weak to enforce relula-
tiotts hinderirrg innovation but strong enough to enforce regulations encouragitrg innovation.
This posi t i t ln  is  utr tenablc.  One can defend gui lds by arguing ei ther that  they were so weak
they could not abuse their trust or that they were so strong they used their tmsi to benefit soci-
cty -  but  not  both at  the sante t ime.

Not only does the empirical record show that many guiids did deliberately seek to block
new techniqucs, but it also suggests thai m.any activities guilds undertook for other reasons
excrted unintended but  far-reaching ef fects on i rmovat ion.  Gui lds imposed qual i ry regulat ions
stipulating precisely how a product was supposed to be ma<le, claiming that ihis was important
for crcating tru.st between prodttcers and consumers. But such guilcl rules also deterred innova-
tion by ossi[zing production methods and e.xcluding even desirable deviations from them.
Thus'  for  instance,  gui ld qual i ty  regulat ions meant that  the London pewterers '  products were'governed 

by t ight  speci f icat ions (and also by regulat ions prohib i t ing certa in "short  cut"
manufacturing techniques that were held to be undcsirable) and these constraints stif letl any
move to lards compet i t ive innovat ion' . ' 'n  This ensured a desirable streanr of  renls for  nrembers
of thc London pewterers' companv, as shown by their will ingrress to lobby for the confinna-
tion and extension of their regulatory powers into the eighteenth century. But in the longer
tertn, the guilded London pewterers lost their markets to nimble, unguilded Sheffield com-
pet i tors who devised innovat ive techtr iques to create the cheaper and more at t ract ive Br i tannia
melal ;  'The over-regulat ion and conservat ism which had inhib i ted innovat ion and compet i t ion
within the traditional pewterer's craft had lcft most of the otcl-sry-le craftsmen unable to com-
pete in the nerv industr ia l  'uvor ld.  T 'he company was bypassed . . . ' . ' , '

Guilds aiso regulatecl thc prices that producers coulcl charge for wares, in order to foster
t rust  among gui ld mcmbers by reducing inequal i fy  and prevent ing 'exccssive '  

conrpet i t ion.
But such rulc-s also dcterred innovators by denying thern the profits they rniglrt hope for if, by
using an innovat ive tcchnique.  they could undersel l  compet i tors. ' "  Gui lds imposer l  admission
restrictiotts so as to create trust betu'ccn masters antl trainees over training contracts, and be-
twe! 'n producers and customc-rs over craf t  sk i l ls .  But  such gui ld ru lcs a lso deterred innovat ion
by compel l ing a l imi tcd numbcr of  pract i t ioners to spent l  many years in apprent iceship and
jounteymanship and crrdowing nrasters wi th a hcavy investment in human 

"opi tut  
speci f ic  to a

part icular  techniqt te and set  of  proclucts;  th is gave gui ld- t ra ined producers strong incent ives to
resist  any technical  change that  threatc 'ned to dc-preciate that  invcstr lent .  Cui lds inrposed
dcmarcations be&veen di fferent crafts in order to create trust between proilucers and consumers
over  p ro< iuc t  cha rac te r i s t i cs  and  p rac t i t i one rs ' sk i l l s . ' "  Bu t  such  gu i l d  m les  a l so  de te r red

I{9 Ogil t ' ie. t lui lds. Eti lcien*' .  and Social Capital,  pp l2rr-9: and ()gi l t , ie. Srare Corporarisrn, pp 4l l- l l ;  pl i .ster,
Cra{ i  ( iu i id .s .  pp  l ! l -2 i .

l<U [{trnrer, l-he Pervtcrers CornDanv's C_'ountrv Scarchrrs, p, l0g
l j l  [ { i t t r r t ' r ,  

' l ' bc  
Perv tc rc rs  Cornpanv 's  ( 'oun t rv  Searches ,  p ,  I  I l .

l j - l  Orr pricc-l ixinq i lsrLrenlL. l l ts, sce Honer. l i rc [rewrerers Courpany's Cr)ult t lJ Searchcs, pp. l0S-9
I 5I l ' / i .srer. I  hc (- ial i  ( lui ld as ir  Finn. p. ] ,  St,thcl. t , iui l tLs. p. 197.
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innovat iorr  by prcvent ing the product ivc exchange of  ideas between adjacent bodies of  knorv l -

cdge. In short .  nt les imposcd by gui lds to enhance t rust  in one sphere of  act iv i ty  could have the

eiTcct  of  d iminis l i ing t rust  in anot l rer  -  in th is case.  to reduce innovators '  t rust  that  markets
. ,vould reward them for  invent ing.  adopt ing,  or  d isserninat ing ncw techt t iques.

A final rcason to question the argument that guild-fostered tntst madc markcts for itrnova-

t iorr  work bct ter  is  providcd by F.uropean compar isons.  Not only were many strongly gui lded

industr ies tcchnological ly  backward and stagnant,  but  many weakly gui lded industr ies were

highly innovat ive.  
' I 'hus,  

for  instance.  the c i ty  of  Douai  in the Southern Nether lands is  wel l -

know'n f t r r  lacking gui ld organizat ions in the f i f teenth and s ixteenth cenfur ies,  but  precisely

th is a l lorved 'srnal l  producers and merchants to t ry out  new rarv mater ia ls,  explore new ways to

zrcclu i re them, c levelop di f ferent  prodt tct ion techniques,  and rv iden their  d ist r ibut ion net-
l .orks ' . ' " ' Ihe Dutch c i ty  of  Leiden rvas legendary for  restr ic t ing or  a l together banning text i le

gui lds f rorn thc latcr  s ixtecnth century on.  yet  i ts  f lour ishing text i le sector  rvas in the forefront

of  tcchnokrgical  innovat ion.  int rot luc ing hr"rndrecls of  ncw var iet ies of  wares and numerous

innovat ive mechanical  devices.  and remair t ing one of  the most successful  and innovat ivc Euro-

pean text i lc  centrcs unt i l  overtaken by cheaper Flemish and Engl ish compet i tors in the later

seventeenth century. ' "  The Bruges l inen-wcavers int roduced the technical ly  advanced str iped

and checke,J Zittgas with wild success in the eighteenth cenfury by circumventing and ulti-

rnatelv abol i -shing gui ld restr ic t ions on workshop s ize and labour pract ices. ' *  Thc West fuding

of  York.shire was as c lose as possib lc to being rvhol ly  urrgui ldcd.  yet  i ts  wool lcn and lvorsted

industr ics . ,vere thc most successful  in e ighteenth-cenhrry Europe, part ly  because of  their  ex-

ccpt ional  rc 'cepl t iverress to tcchnological  innovat ions in both process and product . ' "  Thc lveav-

ers,  f in ishcrs.  ancl  merchants of  Douai ,  I -e iden,  Bmges. or  the West Riding devised and

adoptcd nerv technitlues in the belicf - rvhich was evidently jtrstif ied - that markets functioned
cf f ic ient l ; -  enough to rcward them for  doing so.  This is  not  to say that  a l ternat ive inst i tut ional
arranqelncnts qovernir tg technological  i t tnor, 'at ions *  a more ef f ic ient  patent  system, for  in-

stance would not have made these markets work even bette r. But it is clear that gr,ri lds were

not t l re solut ion.  On the contrary:  ungui lded or  wcakly gui lded industr ies were more of ten than

not at  thc forc l ront  of  invcnt ing,  adopt ing.  and di l fus ing new techniques in ear ly modern

Europe.

f  V .  Gu i l r l s  and  the  Abuse  o f  T rus t

In such crucia i  econonr ic sphcres as product  qual i fy ,  human capi ta l  investment,  and techno-

logical  innovat ion,  a part icular ized t rust  in gui ld menrbers l i r rked to a d i f ferent ia l  t rust  in gui ld

i r rst i tLr t ions appr-ars to havc bcen lcss lavourable to cconomic growth than a general ized t ru.st

in st rangcrs l inked to a uni form trust  in impart ia l  s tate and ntarket  inst i tut ions.  Coirntcr  to the

cla ims of  socia l  capi ta l  thcor ists,  the part icular ized and di f fercnt ia l  t r . rs t  generated by
irssociat ive inst i tut ions docs not  scem to have fostercd the qeneral ized and uni fcrrm trust  that

l5. l  l lovt 'e!1. A,:hievirrg the Guild Et ' l i :ct,  p l?4.

i55 1- l i , ;onle,qtct, t / ' .  I  hc i t l t -u Drapcrics in the t ' i " ,rr them Ncth,,-r lands. in

pp .  t  76 ,  t  7 ' ) -S  3
I  5 ( r  L l .s , . t r r / r , ,  Z i in t l c ,  pp .  162 -1 .
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makes markets and states work bet ter ." 'One might ,  rather,  advance the al ternat ive hypothesis
that particularized and diflbrential trust blocked the growth of generalized ancl unifornr tnrst.
Ear ly rnodent European economies ei ther reta ined powerf i r l  gui lds,  or  developed impersonal
markets open to all participants irrespective of group affi l iation where transactions were
enforced by impartial state institutions; but they do not seem to have had both simultaleously.

Why was th is so? 
' fh is 

is  just  what h istor ians would l ike to know. l 'he evidence discussecl
above suggests that  we must look nrore c losely at  the neglected 'dark s ide'  of  socia l  capi ta l . "n
Once a guild or other social network succecds in generating 'particularized' 

tmst in its
menrbers and'd i f fercnt ia l '  t rust  in i tsel f  as an inst i fut ion,  i t  has incent ives to abuse th is t rust  by
act ing col lus ively to bencf i t  i t .s  members at  the expense of  outs iders and the wider sociefy.  The
evidence examined here sttggests that suctr abuse of trust is not an incidental manif'estation of
the occasional 'bad' social netrvork. Rather, it appears to be implie<l by the very characteristics
that  enable arry socia l  nehl 'ork to generatc socia l  capi ta l  to begin wi th.

As alrcady discusscd. social capital takes four main forms: the fostering of sharetl norrns;
the improvement of  informat ion f lows about these norrns;  the punishment of  v io lat ions against
thcse norms; and thc-  organizat ion of  col lect ive act ion in dclence of  these norrns.  Ear ly mot lern
guilds manifested all f lour, and each involved generating a 'particularizetl ' trust in guil<l mem-
bcrs l inked to a 'd i f ferent ia l '  hust  in the gui ld as an inst i tut ion.  But  the norms, informat ion.
penal t ies.  and col lect ive act ion fostered by gui lds a lso gave thern the incent ive ancl  capaci ly  to
abuse the trust they generated to benefit their members at others' expense.

Gui lds created tntst  among their  mernbers enabl ing them to coordinate on shared nonns. ' .
Enthusiasts for  gui lds have concentrated on what thcy regard as benef ic ia l  norms: that  masters
should prodt tce high-qrral i ty  output .  that  a l l  producers should secure ski l ted t ra in ing,  that  tech-
nological 'mvster ies 'should be nurtured.  But  there is  ncthing guaranteeing that  a gui ld -  or
any other socia l  netrvork -  wi l l  use i ts  t rust  to ensure that  mcmbers coordinate on nonns that
arc bcnef lc ia l  rat l ter  than harmful  l rom the point  of  v iew of  society as a wholc.  Ear ly nrodern
gui lds a lso coordinated on other,  rnore quest ionable norrns:  that  non-menrbers should not
pract ise ccr ta in economic act iv i t ies.  that  manv k inds of  people should be excludecl  f rom gui ld
membership,  that  g i r ls  shotr ld not  receive vocat ional  t ra in ing.  that  i t  was dishonourable to
outbid one's fe l lows in paying cnrployees.  that  gui ld members should shun Jews, knackers.
and bastards.

But were these norms benef ic ia l '7 f  he norm that  i t  was wrong to pract ise an occupat ion
without  gui ld nrembership served to exclr . rde many produccrs regardless of  horv wel l  they
could actual ly  do the u 'ork.  The nonn that  g i r ls  should bc denied apprent iceship ani l  \ \ ,omen
other than masters '  widows forbiddcn to operate rvorkshops protected malc gui ld nrcmbers
from compet i t ion and forced man! '  women into marginal ,  i l l -paid,  or  i l legal  w,ork. , " ,  The norm

158 For evidence questioning the existence ot-ar;,causal l ink berrveen part icularized rnrst within a-ssociat io6s ar,r l
generalized trust in the surrounding society, see StolleiHooghe, Cionclusion, pp. 2li-5, and the stutlies cite<j
thcre.

159 On the  dark  s ide  o f  soc ia l  cap i ta l ,  see  Og i lv ie .  B iuer  L iv ing ,  pp .  i30- i i .  l i 2 -205,247-68,  105-19.  129-14,  j . l ( ) -
4. 152: S. Ogilvie. Florv Docs Social Clapital Af-fcct Wonren'J Guilds and Cornmunit ies in Early lvloCem (- ier-
many. in: . \ ,nrerican l{ istorical R*, ierv 109. 1.0()4. pp. 325-59; R De.sri , ,S Ogilvie..  Social t iapital urd Collu-
s ion :  thc  Casc  o IN lerchant  Gu i ld .s  ( l ,ong  Ven ion) .  C ]anrbr idee ! \ 'o rk ine  Papers  in  Economics  No.4 l7 .  l v la rch
2( )01 .

160 .\ ' r , : /r ,r i ,  Crr i lds. p I96.
l 6 l  O n g u i l t l s ' c l i s c i i t t t i n a t i o r t a g e i n s t r \ o n r e n . s u - e C i r : . ' c r . . \ u q s b u r g e r , p p .  l i 0 - - j , - l l r - - 5 ; R . , L l  D e k k e r , W o r n e n i n

Rcvo l l :  ( lo i l cc t i r . ' c  [ ' ro tes t  and i t . s  So. : ia l  Ba-s is  in  [ [o l land .  in :  Thcory  and Soc ie ty  16 ,  1987,  pp .  ]J7-62 .  hcre  p .
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t i rat  i t  i r , 'as 'd i .shonourablc '  to pav cmplrryccs n compet i t i l 'c  \ , \age car. rset l  hardship to thousands
of aporcnt ices.  journcymen. spinners,  anr l  cra l i  laboLrrcrs.  zrnd is  l ikc lv to have resul ted in
incf- f ic ient  r isol r rcc a l locat io i r .  "  

' l 'hc-  
ncrnt  t l tat  intcrcoursc wi t l r  Jcrvs ant l  knackc-rs was

' r l c i i l i ng ' \ \ ' r r s  econ( )m ica l l y  i nc t f i c ien t  and  soc ia l l y  d i v i s i ve . ' "  As  the  p ionec r ing  soc ia l  cap i ta l
thcor ist . lat t ie-s Cr.r lentan hi r r rsc l f  acknowlcdgcd,  'ef f - :c t ive nornls in r l r  area can ret luce innova-
t i , , 'c t tcss in an area.  not  only dcviant  act ions that  hann others but  a lso deviant  act ions that  can
bcnct l t  cveryone' . ""  I - r t ts t  am()ng gLr i ld membcrs in ear ly nrodern Europe pcnal ized 'deviant '

act ions -  occupat ional  rnobi l i t -v .  indcpcndent rvork by 'uvomcn, conrpetr t ivc.  ! \agcs for  t l rc  poor-
est  * 'urkcrs.  nc) l l -monoprr l is t ic  conrnrcrcc.  and moves to break do."vn gent lcr  and racia l  d is-
cr int inat ion -  that  crru ld havc bcnef l tec l  everyone. except pt- lssrbly 'a snral l  grLrup of  estabi ished
m:r lc  gui ld nrasters (and i r r  thc-  long tcnn cvcn thcv misht  har, 'e dt . rnc bet ter  had thcy been able
to cotrrd inate t - .n deviat ing f ronr corporat ive norms). 'o '

fhc sccot td 
"vav 

gui lds uscd t rust  \^as to in iprove thc f low of  inforrnat ion anrong members.
' l  

hev di t l  sr , r  by cnrpicry ' ine inspcctors and spics to report  of lences against  gui ld norms and by
htr lc l ing assernbl ies at  which mcnrbcrs rvere rcquired publ ic ly  to rept t r t  any intbrmat ion that
et- fectc-d str i lc l  i r r terests.  Gtr i id act iv i t ics 

"vere 
of ten c loscly ' intcgrated into communal  asscm-

bl ics and cout- t  s i t t i t rgs.  so that  v io lat ions of  gui lc l  norrrs s* ' i f t ly  became known to the wider
cont t rurr in- . ' " '  T l tcsc infonrrat ion-t ransmission mechanisms indced ensured t l rat  gui ld members
wcr i -  a! \ 'arc of  each other 's  personal  charactcr is t ics and act ions,  and that  such informat ion was
alro Lr ' 'n ' ,e lcd into the wi t lcr  econott ' r ic  r ,vc ' r ld of  their  suppl iers.  employecs,  and customers.
F-nt i rusiasts t i r r  eui lds have focusscd on the bcnef i ts  of  th is socia l  capi ta l  of  mutual  informa-
t i r - ln.  i t  cnabled custcrmcrs to t rust  prctducers on product  qual i ty .  mastcrs to t rust  employees on
I t t tntan capi ta l  i t rvestnrcnt ,  and al l  gui lc l  me mbers to t rust  that  technological  innovat ions would
prof i t  t l rc  ntember.ship.  BLrt  t l r is  socia l  capi ta l  of  nrutual  infbnnat ion was also used for  harnrfu l
cnds  lhe  rc t i v i t i es  o f  gu i l d  i nspcc to rs ,  t he  ob l i ga t ion  to  r cpo r t  kn t r l n  o fTences  a t  gu i l d  as -
scntbl i r -s.  and thc intesrat ion of  gtr i ld  r" ' i th conrmunal ,  manor ia l .  arrd pr incc[ ,v-  regulatory
ntec:hanisms enablcd stu lds to excludc non-menrbers f rom economic act iv i fv ,  enforce output
c l t t o tas .  p rc !cn t  ad t rp t i on  o f  t r . - r ' u ' t echn iqucs .  l im i t  appren t i cesh ip  by 'ou ts i c le rs .  and  pena l i ze
black-markct  w'urk by 

" 'u 'onict t  
- ' to abuse thci r  part ic t r lar ized t rust  of  shared informat ion in

c r rdc r  s t i i l c  ' i i t t t , r va t i ons ' t l t u t  co t r l d "  i n  Co len ran ' s  fo rn tu la t i on .  have  bene f l t cd  ev 'e r_vone . ' "

J' l i .  ( tadd, I l 'ol1i.s, lntroductirx. pp 7-8. I [ .C-. IJo*'el l ,  \ \ 'omcn. Productron, anci Patr iarchy in La',e Nledievat
C i t ies .  ( , 'h icagc .  1936.  pp .  7 t ) -94 .  I21-53 .  l6 i .  E . l l '  l fo t i le r .  Worncn in  Ca lv in is t  Geneva.  in .  S igns  6 ,  1980.
pp lS(,r-)09, hcre pp. 201--t;  [ .  , \ fusgrave. \ ! 'orncn and the Craft Cuil t ls in Eightccnth-C]enturv Nantes. in: G.
( i r r .s .s r , , t  1 r : r / . ) . ' l he , \ r t i sar r  and ihe  Eu lopem Town,  l - i00- l9 ( )0 ,  A ldershot .  1997.  pp  1- i t -7  l ,  hc rc  p .  167;
O;l i l r i , : .  Rit tcr [- ivi tre. pp {t)-5-1..1 r-1 (),gi1r. ' ie, [ lou Does Sociai Clapital dt l-ect \ \ 'orncn'] .J f{  OuatLrefl .Tnc
Shap ing  o f  \ \ ro rnen 's  Work  in  \ tanu lacrur ins :  Cu i lds ,  f {ouseho lds  and the  Sta te ' in  Cenr ra l  Europe,  16 .18-
l l7 r . ) .  in  , { r r re r ican  I l i - s to r ic r l  Rer i *v  90 .  I9 ,q ,5 .  pp .  l l l l - l r r .  herc  pp .  l126-7 .  l l lT -3 :  RDp. r .  H t ) l y
l l rrrrschold. pp. '18-9; IL' iestrt :r ,  \ \ 'orking \\ ' r l tnen, pp. t5t)- I  .

11 : .2  r )q i l r  1 , .  R iucr  L . i v inq .  pp .  2  la -5 .  273-9
l6l ()n prc-inclustr ial gui l t l : i '  discrir t t ination against wonren. Jclvs, hastart is, antl  mernhers tr i  dishoncrrrrabie

trccttp.at ir lns. see R,y'et ' ,  FIolv [{, :rrseholcl,  pp. -t$-,Sj1 pglh, ic. State Corpi- lrat islr ,  pp i36-S. S/uart.  Defi let]
I - r r r t l cs .p rp  lS9  l l I .Og i l t ' i , : .  B incr [ - i v ine ,pp  l i0 - -1 .  l6 ] -7 ( ) .  1 -59-57.  1 ( ) { ) -8 .  l - lq - l l . l . l ( ) - .1

Tht '  ( . . ' .se otrd ,,1btt.st oJ-Tnrst

Thc t l r i rd r .vav gui ld-s usc-d tnt-st  w'as to lhc i l i tate group act ion against  v io lat ions of  their  norrns.
Grr i lds r . lcrc ent i t lec l  to punish a rv idc range of  of fcnces re lat ing not  only to thc econornic ac-
t iv i t ics ovcr u 'h ich they c la imed contro l  but  a lso to thc sgcia l ,  .sexual ,  and cul tural  behaviour of
thci r  mernbcrs.r6s Again,  entht ts iasts have f i ;cussed on those mani festat ions of  group act ion that
can be regarded as bc-ncf ic ia l :  col lect ive sanct ions agai l ls t  v io lat ions of  qual i tv  codes,  against
economic act iv ' i ty  by untra inc-d producers.  against  adopt ing capi ta l - intensive technological
i t lnovat i t l r ts  that  threatel tcd to put  othcr  rucmbers out  of  business.  But  was th is socia l  capi ta l  of
col lect ive srnct ions alwavs berref ic ia l '7  Col lcct ive sanct ions were also uscd to sustain gui ld
metnbers '  monopolv over the occupat ion,  to help masters col lude to pay non-compet i t ive
\ l 'aqes to enlp loyees,  to enforce cartc l is t ic  outprut  quotas which kept  pr ices high for  customers,
t t l  penal ize e-nip loycrs rvho fa i lcd to d iscr i rn inate against  female workers,  to put  pressure on
ou ts ide rs  to  bccome mcmbers  o f  thc  gu i l d .  and  to  sanc t ion  those  who  assoc ia ted  w i th 'de f i l i ng '
socia l  grotrps.r6 'q In the l ight  of  such cvidencc,  one must surely quest ion whether gui lds 'use of
t rust  to l tnpose col lect ive sanct ions r ,vas t ru lv bcnef ic ia l  to the wider economy anC society. ' 'o

The fuurth uay gui lds used thci r  socia l  capi ta l  of  t rust  was to organize col lect ive pol i t ical
act ion --  in Robert  Putnatrr 's  formulat ion.  to 'moni tor '  

the act ions of  government. ' ' ,  I t  is  evi -
dent  f rorr t  sun' iv ing nct i t i t rns.  tow'n coulrc i l  minutes,  and pr incely del iberat ions that  ear ly mod-
ern European gtr i lds were act ive in rnoni tor ing -  indeed. lobbying -  a l l  levels of  government to
e l l su re  tha t ' app rop r ia te 'po l i t i ca l .  l eg i s la t i ve ,  and  cxecu t i ve  < lec i s ions  were  taken . ' "  Gu i ld
nlcmbers inr , 'ested st tbstant ia l  qtrant i t ies of  t ime and moncy in pet i t ioning,  lobbying.  and r iem-
onstrat ing so as tc)  put  pressure crn thc pol i t ical  process in orc ler  to ensure thatpol ic ies ref lccted
t l t e i r  i n te res ts . ' - 'En thus ias ts  fo r  gu i l ds  and  s r : c ia l  cap i ta l  have  concen t ra ted  on  wha t  they
regard as the bencf ic ia l  aspects r . l f  th is col lect ive pol i t ical  act ion -  in part icular ,  the abi l i ry-  o i
gu i l ds  to  mon i to r  go ' ve rnment  and  ho l t l  i t  t o  accoun t  i n  a  qua-s i - ' democra t i c ' sense  tha t  bene-
f i ted the ent i re socicfv,  gui ld members and non-mcnrbers al ikc.  I t  w'as th is pol i t ical  act iv i ty  by.
gtr i lds.  according to Robert  Putnatr t ,  that  undcr la l '  the benef icent  t levelopment of  gui ldc-d
Northcrn I ta ly cornpzrred t t r  the pol i t ical ly  ancl  socia l ly  dysfunct ional  I ta l ian Sout l t . ' "

Btr t  d id i t  t ru ly t - ' 'cr tc f i t  e i thcr  the car l r  r r r t rdcrrr  s tate or  the ear l l 'modern econorn) forgui14s
to t tse thci r  t rust  to organize pol i t ical  act ion" 'Wel l  organized corporate groups such as gui lds
uere in a posi t ion to of fer  f iscai  st rpport  and pol i t ical  ccroperat ion to ru lcrs in taci t  exchanse

l i i g

s rvered . 'Because they  don ' t  le t  tnc . . .  thc ' l caders  dec ide  whr r  i s  go ing  to  be  in  the  group and they  a lways  prck
the sanie ones .. .  thev are setr ing al l  the beneilrs aud we n"u",.  g"i  *ytt t ing'.
Ogil t ' ie. Ciui ld-s. El l lc iencv, and Social Capiral.  pp 32-i-6; Ogih, ie, Si i tc Corporarisrn. pp. l3j_g. I l .a1lLs,
Cont ro l l inq  Cornur t rd i r ies .  pp .  83-9 ;  S t , r ie (  Gu i id -s .  pp  i92-J
For a selecti trn of enlpir ical exarnples, see. for instance, Gaddfi l 'ol t is, lntroduction, p.7; lJsnte,r.The pervter-
c-rs Cotrtpanl 's Clortul.rv Scarchc.s. p l()- i .  Ogihie, Grri i t is. El ' f ic ienc,v, and Social Capital.  pp 325-6; egitvie,
S ta tc  Corpora t isLn .  pp .  321-39;  - \ r ro r .  Karhv ,  Dc f l led  l - radcs .  pp .  2 l i -S
()n horv trust l) lay bc the pnri le-uc ol"thc- winneri '  and ho,"v t-he benetl ts of social capiral oftcn lai l  to reach the
poor  and rnarg ina l '  see .Sto l le  Hrx te i re .  Conc lus ion .  pp .243- i :  I [ r t le r raers . . \ssoc ia t ions ,  pp .  115,  I l7 ,  I20 .
For the vie"v that pre-indu-str ial  gui l t ls pla- '-cd an irnPort. ' -nt and henellcial rote in rnonitoring govemrncnt, see
P u l r t t t t t t e l a l . - N l a i i i n e D e r n o c r a c y \ \ ' o r k . p p .  l 6 l - 8 - 5 :  P u t n a n r , B o w l i n g A l o n c , p p  3 t 9 ,  1 2 2 - 1 , 3 2 5 , 3 4 6 - g .
1.Ls'-S'r1r, Zi inl lc. pp l7'1-S: Ogihie. Siate Corporarisr l ,  pp l66-78, ,1l l- , t l ;  pl ister. lhc- Cratt Guil t i  a-s a
F i i l t t .  1 r 1 ,  2 - 1 ,  t : - l l . J a : l i l ,  ( j u i l t i s .  p p  i B 9 - 9  I
Fot e.ratrrplcs uf guj ld lol-.b1 ing oI eariv morlern !]()vcrnt] lents lbr lr-gislarir ,e fa."ours. scc frrrDe.r. Scarch. pp
lI  t- .  ()Lt, l , l .  l i , r i l l .s. IrrtroriLtct ie'n. I . .  6' .  l {r tntt , t . .  Ihc prrvterer.s L'ornpanv.s (.ourrtrv Sc;u-ches. p l{)2; (,)gitvie,
S l , r ' i ' t i o r p t r r l i . i s r n . p p  , l 6 r r - l 7 r l . R l , r / / r i , S h e p i r r r : . p  l . l  1 .  I I t r i 1 i . r . ( _ o i r t L o i l i n e ( l , . , r n r i r o t i i r i c s . p . 9 1 .
I t r ! , t t in r  e r r i .  . \ ' l a j< I r :g  i ) , : r r r , rc ra , , . r  \ \ ' o rk .  pp .  I ( ,1_35.
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( . , t le 'n ro t r ,  Soc ia l  C lp i te l .  p .  2 -1 .
( l r ,  b r r rv  s r - ,c ia l  c rp i ta i  ; r l  r l ( x lc rn  s r tc ie t i cs  re in l i r rccs  unc iv ic  [ r r : , l i spos i r ions : in t l  s t reng lhcns  ex is t ing  c ie : r . . -
: t g ' j s : ] n r l e r c l u s i ' r n p a t t c l r t r . s c r - , ! l , r / / r ' , ' I l r . ' , r g l r ' . ( , ' o n c l u s i r - r 1 . p p . ' t 7 \ - 6 , . \ h t l u u r c l f . A s s ( x i ; t i . r p s ,  1 r p  l 2 ( r - 7
O ' . i i t i , ' .  S t : t t c t  r t t n , r r r i i i i t n . f l )  l l ( i - l i . l l ' a i l i . r . ( ' r . r n t r o i l i n g L ' o r r r r n r t r i r t i c s . p p  S ( ; .  1 1 3 .
( ) r r  hn ' ,v  a -ssr rc i l r t tons  in  r t to r ic t i t  L [ - ) ( .s  u : re  s r tc i r r l  cap i ta l  to  c . rchr r l c  thc  p r ,o r .  ser :  , \ . / r . r / sn . : t ' r : s , . . \ ssoc ia l rons ,  Pp.
] I t ) ] l ) . ' r ' h l - . ! . : e p t l . l r f : t r i t r c l i t l } ( i c , t r l g L t a w . t s r s k l r l . ' \ \ . } t ] ' r l i l n . l 1 ' . ' 1 1 j t - ' i t . t o r l e r l i . t i . l e t
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i i r r  I ee i s la t i on  a r rd  l ega l  p r i r i l egc -s  tha t  favoure r i  t hc i r  n rembers . ' "  Such  po l i t i ca l  f avours  may

hnle sccrrrcd l ranrr lcss to nr lcrs.  or  e! ' ! 'n  -  i f  gt r ik l  rhctor ic  was to be credi tcd -  posi t i , , 'e ly

bcnef ic ia l  f i r r  the ' ,v i t lcr  socier-v- .  Such favours also had t l rc  great  advantage of  cost i r rg t l rc  ru ler

no t l i i ns .  a t  l c r r s t  i n  the  sh r r r t  l c rn r .  Bu t  b1 '  l im i t i ng  cconomic  ac t i v i t y  i n  favour  o f  a  p roducer

intcrcst-grotrp in rcturn fbr  r  lunrp-sunr pavrncnt  ( t i r  other pol i t ical  bencf i t )  now, a govcrnment

dcrr ics i tsc l f  the bcncf i ts  cf  [ r igher tar  rcvcnucs through eccnour ic growth iu f t t tLt rc. ' ' "  Further-

rurorc.  u 'hcn gui lds r lcployed t l ic i r  socia l  capi ta l  of  part icular ized and di f ferent ia l  t rust  to lobby
qo., 'ernrncrr ts i i r r  nr i r rkct  pr iv i leees,  thc;-  tnay havc hindered thc spread of  gencral izcd t rust  in

str : rngcrs and uni fbrrr r  tnrst  i r r  an inst i tut ional  f ramewrrrk of  unr igged markets and i rnpart ia l

: i tate col t t ract  cntbrcerncnt . ' ' ' -  In s l ror t ,  t l ic  part icr . r lar ized and di f fercnt ia l  t rust  associated wi th

socie l  capi t ; r I  nral ' l r ; rvc bcen an obstaclc to t l tc  devekrpmcnt of  thc gcneral izcd arrd uni form
tnrst  necessary l i r r  markr- ts and statcs to rvork e l - fcct ively in ways equal ly  accessib lc to a l l  eco-
nt . rmic nscuts.  i r rcspect ivc of  thc socia l  netrvorks to w'h ich thc-v-  belonged. ' "  J 'hc benef i ts  of
part ic t r lar izcd arrd dr f tbr t - -nt ia l  tmst  s i rch a.s thcl ' rvere-  -  may thus have bcen sccrrr . -d at  a h igh
cos t  i r r  t c rn rs  oL  f r r regonu 'gcnera l i zc r l  and  un i l i r rm  t rus t .

! ' .  Conc lus ion :  ( l l n  \ \ ' e  T rus t  ' ' l  r us t ' ?

Thc  soc i l l  cap i ta l  l i t c ra tu re  i s  a imos t  r rnan imous  in  ho ld ing  tha t  modern  soc ic t i cs  a re  unc lc r -

sLrJrpl icd * ' i th t rust  arrd soc- i r l  capi ta l .  and that  h istor ical  socia l  nefworks hold inrportant  pol icy

l cssons . ' l ' h i s  a r t i c le  has  soLrgh t  to  i dcn t i t l  t he  sa l i cn t  f ca tu res  o f  soc ia l  cap i ta l  and  the  t ype  o f
tn rs t  i t  genera tes  by ' cxamin ing  thc  rnos t  w idc l y 'ad r r i r c r l  h i s to r i ca l  examp le  o f  soc ia l  cap i ta l  -

t hc  gu i l d .  Scvc ra l  qcnc ra l  p r inc ip l cs  emcrse  f rom th i s  h i s to r i ca l  i nqu i r y .  bu t  the  l i gh t  they  cas t
o r r  s r , c iu l  c : rp r t r l  i s  r ro t  cnc r ru rae i r rg .

l l is tor ical  netrvorks suclr  as gui lds conf inn ( 'o lcrnan's l ' iew that  t l tosc sociu i  arrangemcnts
I i k r - 1 1 ' t o  q c n c r a t c  s i g n i f i c a n t  t r u s t  r v i l l  b e  c h a r a c t c r r z c d  b y  ' c l o s u r e ' a n d ' r n u l t i p l c x  r e l a t i o n -
sh ips ' . ' ' '  Ea r l l . rnoc lc rn  E r r ropear t  g t r i l ds  ca rc t i r l l l ' r egu la tcd  menrbc rsh ip  acco rc l i ng  to  sex ,
e t l rn i c i t r , .  r c l i g ion .  con rn run i t y ' c i t i zc r rsh ip .  k insh ip  r v i t h  ex i s t i ng  mcmbc- rs .  and  ab i l i t y  to  pay
l i ccnsc  f t cs .  C i t i i l ds  r ve rc  n t r t  r r , ho l l v  c losed  to  r tew 'n re rnbers ,  bu t  thc -y  l im i ted  cn t ren ts 'quan-
t i ty  anr l  selcctcd thci r  qual i t ies:  manv nrembers of  the wider sociefv had a high probabi l i f_v (or .
i f ,  f r - rn:r le.  cu-r ta int l ' )  of  n ' :vcr  being adnr i t tcc l  to nrcn' rbership in these socia l  netrvorks and thus
ncver err jo l ing the bcnef i ts  o{- the t rust  they generated.  Ear lv nrodern gui lds a lso f i rs tcred mul-
t ip le x re lat ionships:  thr- ' i r  membcrs we re l inked not  just  through econornic norms. in ibrmat ion,
sanct ions and col lcct ive act ion,  but  t t r roush mul t i -s t randcd t ics extending into w'ork,  p lay,  so-
crabr l i t -v .  r r , 'orship.  pol i t ics.  char i tv .  and k inship.  Th,--  evidence on ear lv modcm gui lds thus
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For rn,--rc t ictai l .  scr (),gi lru:.  Statc { iorporatism. pp 79-34. O,qi ivie, State. pp l l i2-99: Oqil t ie. ( ierrnanv, pp.
-131--1. ()gl1r 'r , : .  ( iui lds. Eff icicncy. and Social Capital.  pp 316-9. De-ssi iOgilvie, Social CapiLal.
Forer: inrples ot 'such p.r, \ ' rnenls by.gui l& to siatc repicsentati !es, see Forbas, Scarch. p. l i3. Ogil t , ie, Guiids.
Er' i lc iencv. and Sociai Capital.  pp l2t,-9, Ogil t , ie, State Corporatisrrr.  po. -t66-78: Troelt.s<'h. Zeuehandlung-
skornpaunie. p. 8.1. Honter. Thc Pervterers Cornpany's (--ountry Searches. pp. l0l--1.
For evi i lcnce l torn rnodrrn Nicaragrra,rn hc.rv sr-.cial capital was used by zr-ssociat ion mernbcrs lor rent-seekins
ol 'r ionor rntrrrcy and by-, polrt icians to rccnti t  cl ientel ist ic net,"vorks, see l ' fut lenoers. A.ssociat ions, pp. I  l9- l t) .
Fcr arraltrgorrs evidcnce on nroclcpJ cconotrt ics, scc.Stol i t . : l |orr.q/re, C'onciusion. pp. l l6-- l l :  and I[r t iertae.rs.
, \5 \oc ia t ions .  l - l ( ) ,  *hcre  thc  lea t lc r  i t ( ' : r  loc i i l  a .sscc i ; t t in r r  tha t  gcncra tc t l  rn r rch  soc i i r l  cagr i t l l  i n  a  N icaraguar r
r . i l l agc  c rp le i r r r ' r i . ' I  p i ; ] i  thc  pcop lc  I  knorv  bcsL thc  pc t rp lc  I  can  t l r l s t .  I  cannot  15sr . r r ' r )J  1 ; r1 l , rn . i f i l i t v  {b r

f r ! - ( ) l ) l , r  I , l r )  n , ' r t  k r rn* ' .  hcc : i r rs r :  i l - ther ' "s . : : "e rv  r rp ' ,  ih , - -n  thc  o rq : rn iza t i r . rn  rv i l l  h la r lc  r r rc  lo r  i t  anJ  I  n i l l  l osc  thc
c o n 1 l t L l r ( ) l l .  

'

( . o l r t t , ! n .  S o , - i i r l  (  e p i t : r l .  p p  S l r ) l - , ' i l l ( )

The L/,se on<t ,lhrr.se o/'Tru.st

cclnf i rms that  ef fec: t ive socia l  networks are character ized by re lat ionships that  are c losed to-
r ,vard thc outs ide and mul t i -s t randed on the inside.

- fhe 
t indings on gui ids a lso conf i rms t l rat  tntst  takes a ntrnrber of  d ist inct  forms. some of

rvhich seem to block the dcvelopment of  others.  Associat ive inst i tut ions such as gui lds lbster  a
part icular ized tnrst  in persons of  known at t r ibutes ant l .  as in parts of  ear ly modent Europe, th is
can hincier  thc spread of  the sencral ized t r t ts t  in st rangers which socia l  sc ient is ts regard as
ext icrncly i rnportarr t  for  societ ics and ecortonr ies to funct ion wel l .  Pr iv i leged. gui ld- l ike
netrvorks also f r ls tcr  a d i f lerent ia l  t rust  in inst i tut ions that  enforce the r ights oIcerta in groups,
and t l t is  can block thc deve. lopmcnt of  a uni f r r rm trust  in impart ia l  inst i tut ions that  are open to
al l  -  even people wi thout  network-speci f ic  pr iv i leges. ' 'o

Ccrta in forms of  t rust  are mote favourablc to cconomic growth t l ran others.  I t  is  sonrct imes
arsued that  the part icular ized and di f ferent ia l  t rust  gcnerated by gui lds was uscd to solve im-
perfcct ions in markets for  product  qual i ty .  human capi ta l  investment,  and technological  inno-
vat ion in ear ly 'modcrn Europe. But  the evidence surveyed in th is essay suggests that  they of ten
fai led to do so.  Tl re very c losure and nrul t ip lcx re lat ionships that  enabled gui lds to foster  t rust
crcatcd incent ives that  prevented t l ient  f rom using that  tm.st  in wavs that  be-rref l ted the rv ider
econorn.v- ,  as opposcd to prof i t ing their  own membership.

' l ' l te  
c losure t l tat  creates t rust  means that  nrany network act iv i t ies are opc-n to abuse.  Closure

caused gtr i lc ls  t ( )  : justa in r )orms pr iv i leeing a status quo that  benef i ted insidcrs and discr imi-
nated against  outs iders.  Gui lds ptrn ished benct-rc ia l  as u,e l l  as harmtul  dcviat ions f iorn their
norms ancl  suppressed innovat ions that  could have benef i ted the widcr socir - tv .  Shared infor-
mat ion (e.g.  on tcchrrology or  t ra in ing) was conveyed to t rusted insidc-rs but  denied to outs id-
ers.  Netrvork ntembership bccame a t rusted s iEral  ensur ing the long-tc-rm exclusion of  produc-
t ive econc-mic agcnts,  sustain ing discr iminat ion on ground-s cr f  gcndcr,  ethnic i ty ,  re l ig ion,
leg i t ima tc  b i r th ,  an< l  n ra r rv  o the r  cconor r i ca l l y  i r re levan t  g rounc ls .  Co l l cc t i l ' e  po l i t i ca l  ac t i on
cnable-d grr i ld .s to ensirge in rent-se-eking and to d istor t  markr . ts ,  harnr inq outs iders ancl  the
wider society.  

' l 'hc 
" 'ery 

features that  cnable socia l  nctworks such as gui lds t ( !  generate t rust
a l so  enab lc  thc rn  to  ac t  cc l l l us i ve l y  aga ins t  the  comrnon  wea l . ' ' '

The f inal  lc 'ssot t  f r t - ' r l  gui lc l  h istory is  at  t - rnce the most important  and nrost  d isc lu iet ing.  espe-
cia l ly  tbr  n. todct t r  t ransi t ional  and developins cconornics.  Even a socia l  netrvork that  gcnerates
bcnef i ts  in a g iven statc of  technology,  costs and incornes,  may ccase to do so when constra ints
chatrse.  Preciseiy the t rust  and commitrnent  devices that  generate socia l  capi ta l  may also foster
ct lnserv 'at ism. Thus the grr i ld-dont i t tated socict ies of  northcnr I ta ly and southem Germany
wcre unable to adjust  to thc rapid inst i tut ional ,  comrnercia l  and demographic changes of  the
si- r . teenth cctr tury and lcrst  out  to the nrarket-or ientcd c iv ic cuI turc of  the Lrrw Countr ies ancl
F .ng land .  Wh i le  the  s t r r )ng  I ta l i an  and  Gern ran  -eu i l ds  possessed  enough  soc ia l  cap i ta l  t o  en -
t rench thc-mselves against  chan-ee,  the looscr and rveaker Flcnr ish and [ngl ish eui lds lacked the
socia!  capi ta l  to put  up a f ight  

- l 'he 
aLrsc-ncc c i f  t l ic  part icular izcd ani l  d i f fcrcnt ia l  t rust  gener-

a tcd  by 'assoc ia t i l e  i ns t i t u t i ons  s l l ch  as  g r r i l t l s  c rea tcd  rn tc rs t i ces  w i th in  w l r i ch  i nd i v i c lua ls  an i l
r t t lers could expcr imcnt wi t [ r  gencral izeci  t rust  in unknown transect ion partners mediated by
i tnpcrsonal  markcts and inrpart ia l  s tates.  This cannot be regardet l  as an acci t lent .  To foster
t rust ,  socia l  netrvorks nr :cc l  to hav'c c losurc.  infbrrnat ion adr. ,antages.  col lect i r .e oenal t ies.  and

{ - } n  i i l e  r r : 1 . -  D l  r l l t l l t l e  I n i l k c t s  a n i l  s i r l c s  i n  c r e l t i n g  q e n e r t l i z c d ,  t r n i i i r n n  t r u s t  t r )  s u l r p i l i n t  t h e  p a r t i c u i a r i z c d
r i i l l . ' r c r r L i a i  I n l i t  a . r r i (  , c i ; l t c d  r r i t h  a ^ s s , r c i a l l ! c  o r q a l ) i z i r t l L r r r s  s u c h  a s  n r a t l a s ,  s e c  ( | r t n b e u , t .  i v l a t l a .  p ,  l C r 7 .
. \ . . i  f 1 ) u r l L ' i i  r r r : l  l r . r r  r r r r ) r i c r r r  L 1 . ) ( ' s  h . .  l ) , : s q t t n t o ,  F c o p e 1 1 1 ; g  p l o g r e s s  a r t r j  t h e  l d c a  o f  S o c i e l  C i l p i r a l .  h c r c  p . 3 6 7
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commitment dcvices;  once these are in p lace,  i t  is  hard to prevent them from being abused to
resist  changes that  threatcn exist ing benef i ts .

Er. 'crr  in ear ly modcrn Europc, ' "v l tere constra ints changed so much more s lorv ly t l ran toda-v- ,
the part icular ized tntst  and entrenchcd pr iv i leges of  socia l  networks could provc a long-term
economic obstacle.  Norvadays,  constra in ls change i rnrneasurably faster .  In such a wor ld,  one
nrrrst  quest ion rvhcthcr p()or  economies can al lbrd the inf lex ib i l i fy  o i  entrenched socia l
nct"vorks t l tat  foster  a part icular ized tnrst  i r t  persons and a di f ferent ia l  t rust  in associat i t lns
rathcr than a general ized t rust  in st rar tgcrs and a uni fornr  t rust  in impersonal  markets aud
irnpart ia l  govenrmcnts.  As Partha Dasgupta has t renchant ly observcd.  informal  inst i tut ions
based on socia l  capi ta l  nrav br ing ccr ta in benel l ts  in less de. , 'e loped economies,  but  one should
not  bc 'd ist r : rcted t iom asking i f  their  cont inued existence could prevent more product iv 'e
socia l  arra l lgenrcnts f rom becoming establ ished,  say,  in the shape of  formal  markets.  One can
cven ask whether irtformal institr,rtions wcre ever as good as they are frequently made out to
have bc-cn.Jrrr  I t  is  precisely the strength of  socia l  nefworks -  their  favour ing of  t rust  in a
part icular  set  oIpcople over outs iders and their  foster ing of  intenrelcommif inent  devices -  that
rna'- bc tlteir qreatest weakness. not merelv for outsiders (although these are olten the poorest
in society) ,  but  a lso for  the cconorn! '  at  large.  For the part icular ized and di f ferent ia l  t rust
f i rs tercr l  by socia l  capi ta l ,  the lessons of  h istory are bleak.
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