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ARSTRACT

This thesis examines the role played by central government
in the economic development of Iceland in the period 1870 to
1930 - an era duwring which the country was transformed from
an extremely poor and backward dependency of Denmark into an
independent, capitalist state.

The study focusses on three spheres of government
involvement. The first is institutional chahge with special
reference to agriculture, the largest sector of the economy.
The study demonstrates how land tenures, peasant obligations
and the regulation of the labour force came to be seen as
obstacles to modern farming and examines .policies aimed at
reforming the institutions underpinning them.

Fublic expenditure policy and its relevance to economic
development is the subject of the second part of the thesis.
A detailed statistical analysis is undertaken of public
expenditure on economic services, its composition and share
in total expenditure. In comparison with other countries in
Northern Europe économic expenditure in relative terms and
per capita was remarkably high in Iceland.

The emergence of modern ;banking is examined in the
third part of the thesis. The main topics covered here are
the creation of an Icelandic currency and the institutional
setting for the centrél 'bank “function, public investment
credit funds and government measures to mobilize credit for
the private sector. 7 _

The thesis concludes that big public spending on a wide
range of economic activities, the prominent role of
government in shaping' the' institutional framework of the
economy and its heavy involvement in banking indicate an
unusually high degfee of state intervention in the economy.
This is best explained by the strong commitment of the
fledgling Icelandic government to economic development and

the lack of capital and entrepreneurship which the state was
to substitute.
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FRONUNCIATION OF ICELANDIC LETTERS

Icelandic spelling is used in all Icelandic words occurring

the thesis. These frequently include letters peculiar to

the Icelandic language and alphabet, such as the following:

b, pronounced as th in "thin"
8, pronounced as th in "then"
@, pronounced as i_in "time"
6, pronounced as u in "fur".

ABRRREVIATIONS

Albt. Albingistidindi [Icelandic Parliamentary Papers]

B1 Banadarfélag Islands [Agriculture Organization of
Icelandl

db. dagbék L[journal in the Ministry of Iceland Archivel

DFDS Det Forenede Danske Dampskib Selskab [The United
Danish Steamship Company]

F1 Fiskifélag iIslands [Fisheries Association of
Icelandl

k. kréna, pl. krénur [the Icelandic currencyl

LK Landsreikningurinn [The Government Accounts]

881 Skjialasafn Stjdérnarrddés Islands [Ministry of Iceland

_ - Archivel | y
sSTC State Trading Company [Landsverslunl

Stijt. Stiérnartidindi {Government Bulletinl

sSTTS State Telephone and Telegraphic Service [Landsimi
islands] '
bs Pjééskjalasafn Islands [National Archives of Icelandl



ICELANDIC EXCHANGE RATES UP TO 1930
The Icelandic kréna was on par with the other Nordic
currencies before 1914 and officially with the Danish krone
until 1922, but started to drift apart in 1920. Following
table shows the average annual exchange rate of one unit of
the Danish krone, pound sterling and the U.8 dollar measured

in Icelandic krénur in Reykjavik:

DKR £ %
parity before 1914 1.00 18.16 3.73
1914 1.00 18.46 3.85
1915 1.00 18.83 3.91
1916 1.00 17.21 3.69
1917 1.00 16.70 3.24
1918 1.00 16.39 3.47
1919 1.00 ; 19.63 4.59
1920 1.03 25.90 7.32
1921 1.15 24.54 6.45
1922 1.18 25.96 5.85
1923 1.18 29.27 b.61
1924 1.18 F1.15 7.18
1925 1.1098 . 25.33 S.26
1926 1.196 22.15 4.57
1927 1.218 22.15 4.56
1928 1.218 "22.15 4.56
1929 1.217 22.15 4.57

1930 1.22 22.15 4,56

Sources: Jéhannes Nordal and olafur Témasson, ‘Fra floti til
flots. bettir Gr sdgu gengismdla 1922-1973', in Klemensarbdék

(Reykjavik, 1985), p.227. - HArbék Hagstofu Islands 1930
(Reykjavik, 1930-1931), p.é&9.
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INTRODUCTION

The theme

The economic forces unleashed by the early
industrialized nations had profound effects on outer parts
of Europe and posed a formidable challenge to them. The
responses of the European periphery varied widely in
accordance with each nation’s historical development, and
one of the important ways to meet the challenge was to use
the state power in order to mobilize resources necessary to
embark upon economic development.

The aim of this thesis is to examine and assess the
influence of government on the economic development of
Iceland between 1870 and 1930. The case of Iceland offers
an example of the way in which-government in a small society
met the challenge of industrialization and tackled.the
problem of moderhizatioﬁ during a period of rapid economic
change. Between 1870 and 1930 Iceland was transformed from
"an utterly poor and backward dependency of Denmark into an
independent, dapitalist state. The process of the economic
transformation certainly stretched over a longer span of
time, but it was during this crucial period that the social
structure of the old. péasant' socliety collapsed and was
replaced by a new social farmatidﬁl If was also during this
particular per;od that Iceland severed most of its political
ties with Denmark. ‘

One of | thé, disparities between the early
industrializing naticns and the “latecoméra", it has been
contended, is the greater role played by the state in the
economic development of the latter group of nations. This
ig Alexander " Gerschenkron’s theory of "economic
backwardness", one of the most interesting theoretical
constructions about the role of government in the European
industrialization. He maintained, in short, that the course
" and character of countries’ industrialization tended to vary
with the degree of economic backwardness. The more backward

a country was the greater was the role played by "special
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institutional factors designed to increase supply of capital
to the nascent industries and, in addition, to provide them
with less decentralized and better informed entrepreneurial
guidance."?

Compared with the pioneers of industrialization the
"latecomers" were faced with more complex technology
requiring relatively large 1lumps of fixed capital, which
individuals or small groups of individuals could not
mobilize out of their own wealth. In "moderately backward”
countries such as Germany banks took on the role of
providing the capital and even the entrepreneurship whereas
in "extremely backward" countries 1like Russia and other
East-European countries not even the banking system was
adequate to take on this role. These countries had to
resort to the state power in order to overcome their
backwardness and make up for the shortcomings.of the market
forces. '

Gerschenkron is now widely regarded as 'having
exaggerated the differences between eastern and western
>Europe with respect to fhe stéte's role in the economy.=
This is especially true when the part played by government
in shaping the political énd institutional preconditions of
the capitalist transformaticn  i considered and not only
periode surrounding "discontinuities" or economic activities
per_ se. On a more basic 1e§e1, Gerschenkron’‘s rather
loosely defined "backwardness”» has proved difficult to
quantify for . the purpose of testing his thesis
statistically. One such test, using government expenditure
on current goods and services to gross national expenditure

as a proxy for the degree of government intervention in

* Gerschenkron, A, ‘The Approach to European
Industrialization: A Postscript’, in Economic Backwardness
in Historical Perspective (Cambridge, Mass., 1962), p.354.

a2

* Berend, Ivan T. and G. Ranki, Economic Development in
East-Central Europe in the 19th and 20th Centuries (New
York, 1974), p. 81-92. See also by same authors The
European Periphery and Industrialization 1780-1914
(Cambridge, 1982), pp.59-72.
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Euwrope before 1914, does not show any systematic variations
between countries at comparable levels of real capita
incomes.™ To Gerschenkron’'s defence, though, one can say
that expenditure levels in nineteenth century Europe reflect
rather military than economic commitments of states as
defence expenditure was normally far the largest spending
cateqgory. Fublic expenditure is moreover a limited
yvardstick of government economic role which is often hard,
if not impossible, to quantify.

Although the general validity of Gerschenkron’'s theory
has been disputed, the causal link between backwardness and
the economic role of government has not been ruled out as
one of many possible explanations of the variation in
government intervention in the economy. It is contended
here that the "backwardness" theory illuminates the
relationship between state and economy in .Iceland and is
helpful in explaining the prominence of government in fields

such as the economic infrastructure and banking.

In the scanty IcelandiE litérature on the economic role
of the state before 1930 two notions in particular can be
discerned, one that has td do with the scope of government
intervention, the other witﬁ-‘its character. Some writers
have labelled the dominant economic policy from the late

nineteenth century up to the 1930s as laissez—-faire, seeing

government as playing little active role in the economy.
8igfus Jénsson. maintains that the objectives in economic
policy were not to. influence the overall direction of the
economy and only. after the turn of this century did
government embarik upon specific measures to effect
particul ar aspects of‘ the economy, first in agriculture

during the first years of the century, than in the fishing

F* Crafts, N. F. R., ‘Patterns of Development in
Nineteenth Century Europe’, Oxford Economic Papers XXXVI
(1984), pp.438-458.




sector during the First World War.=<

The second notion and & much older one equates the

economic advance of Iceland — in which government played a
crucial role - with greater political independence from
Denmark. According to this view government’'s positive

contribution to the economy increased as the country
progressed towards independence. borkell Jéhannesson saw "a
watershed in our economic history with the restoration of
the Althing in 1845 and again in 1874 when the Althing got
legislative power. Our greatest debt is, however, to the
Home Rule from 1903 onwards. Since 18435 the nation’s
economic progress has gone hand in bhand with increased
influence and power of the Althing."®

To those writers government intervention in the
economic life is normally seen as unproblematic and positive
~ provided the state power is in the hands of Icelanders
themselves. Inspired by the nationalist struggle itself and
under the influeﬁce of the nationalist interpretation of
modern Icelandic history _ the Danish authorities are
“at best seen as indifferent to the nation’s needs, at worst
oppressive in their unholy alliance with the parasitic
Danish merchants. With increased SQIf—determinatiDn,
however, government 'became..to reflect the "national will"
and embarked upon progressive economic policy as popular
demands for economic progress and modernization found easier
access to the institutions of thé emerging national state.

The nationalistic history has been fading in recent

decades and has even given way to a very different

4 Gigfus Jénsson, Sjadvarutvequr Islendinga & tuttuqustu
dld, (Reykjavik, 1984), p.118-20. A large part of the book
is based on his Ph.D. thesis, University of Newcastle upon
Tyne, 1980, The Development of the Icelandic Fishing
Industry 1900-1940 and Its Regional Implications (Reykjavik,
1981)3 see in this context pp.103-5, 183-7.

® borkell Jéhannesson, Alpingi oq atvinnumalin, Saga
Albingis IV (Reykjavik, 1948) , p.l0yg see also his
‘Landbinadur & Islandi 1874-1940°, Lyéir og landshaqgir I
{(Reykjavik, 19635), pp.309-310.
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understanding of the economic ideology of the nationalist
movement. In & number of studies the nationalists’
commitment to economic and social modernization has been
questioned. Although disagreeing on various points, the
critics share the view that the nationalist movement was
opposed on most fronts to a liberal framework of the economy
until very late in the nineteenth century;. its aims were
rather to preserve the existing social and economic order
and thus, in effect, retard the change towards a more modern
economy. The Danish government is on the other hand seen as
an agent of liberal economic change carrying policies from a
more liberal, bourgeois society.

Gisli Agust Gunnlaugsson has studied the Icelandic poor
law and other social legislation and demonstrates how it was
applied on 1local ‘level in order to regulate settlement,
family building and the 1labour supply for the preservation
of the rural farming society.~ In a study on servants in
the nineteenthvééntury I examined how the farming community
tried to control the labour supply through the bondage on
'labour, thus retarding khe < division of labour and
urbanization.” Land laws and tenure practices and their
stifling effects on agriculturél modernization have also
been subject to some research.®

The most radical'intérpretation .in this new strand of

research is Gusmundur Halqunarson's study of social

“ See his omagar oq utangardsfolk. Fatekramal
Reykjavikur 1786~1907, Safn til 8S8égu Reykjavikur (Reykjavik,
1982) and Family and Household in:- Iceland 1801-1930. Studies
in the Relationship between Demographic and Socio—-economic

Development, Social Legislation and Family and Household
Structures (Uppsala, 1988).

7 Guémundur Jénsson, Vinnuhjd & 19.61d, Ritsafn
Sagnfrwdistofnunar 5 (Reykjavik, 1981).

€ BGusmundur HAlfdanarson, ‘Afkoma leigulida 1800-1837°
{unpublished B.A. thesis in history, University of Iceland,
1980). - Erlingur Brynjdélfsson, ‘Bagi er oftbd sitt a8
flytja’ (unpublished Cand.Mag. thesis in history, University
of Iceland, 1983). - Guamundur Jénsson, ‘Sambié landsdrottna
og leigulida. Yfirvidld skrifa um leiguabus 1829-1835°, Saga
XXVI (1988), pp.63—-106.
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attitudes and policies, especially on marriage restrictions
on the poor, around the middle of the nineteenth century.”
He finds little evidence of liberal influence on the
nationalists and goes as far as to argue that the
nationalist movement itself emerged as a defensive response
of the farming community to the 1liberal challenge from the
Danish government. Guamundur HAlfdanarson’'s interpretation
has been criticized on several accounts.® It has been
pointed out that, although the nationalists did not embrace
the doctrines of economic liberalism, their political ideas
and, indeed, their foreign trade policy, were markedly
liberal. Furthermore, Guadmundur HAlfdanarson is criticized
for exaggerating the commitment of the Danish government to
do anything about the Icelandic economy; it lacked, the
critics claim, the necessary motivation and ambition to
become an influential agent of economic change in Iceland.

. To use the term laissez~faire to describe economic
policies before 1930 is misleading. It ise true that in
comparison with the interventionist 19308 and the post—1945
'era, economic policy appéars :to be markedly liberal and
government involvement in the economy was much less than it
later was. In common‘ with ~other Eﬁrnpean countries
deliberate public measures tb effect the general level of
economic activity are associated with a later era. The
public sector in Iceland was relaﬁively small and the fiscal
means of an active government liﬁited for a good part of the
period 1870-1930. Government participation in commercial or

industrial enterprises was rather limited and trade policy

? Busmundur HAlfdanarson, ‘Takmbrkun giftinga eéa
einstaklingsfrelsi. Thaldsemi og frjalslyndi & fyrstu arum
hins endurreista albingis’, Timarit Mals og menningar XLVII
(1986) , pp.457-468. A more thorough and elaborate version
is offered in his ‘0ld Provinces, Modern Nations: Political
Responses to State Integration in Late Nineteenth and Early
Twentieth—-Century Iceland and Brittany’ {unpublished Ph.D.
thesis, Cornell University, 1991). ’

te  Gudmundur Jénsson, ‘Osamremi { frelsishugmyndum
oftilkad’, and Gunnar Karlsson, ‘Frjalslyndi kemur ekki {
eitt skipti fyrir 611°, Ny saga I (1987), pp.é1-6.
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remained remarkably liberal right uthhe Great Depression.

Yet Iceland was never a lalssez—faire economy. The
L

rather passive role of government in fiscal and industrial
policy during most of the nineteenth century had more to do
with an undeveloped state structure, general poverty of the
population and age-old peasant housekeeping principles than
a deliberate non-intervention policy of the liberal kind.
Some areas like the labour market and the social field in
general were heavily regqulated by law. The best example of
the free—-market policy was foreign trade, but internal trade
was regulated to considerable extent for most of the
century. Besides, what was there to protect from outside
competition since Icelanders produced neither grain nor
industrial goods? When the dominant political groups were
persuaded that there was something in the economic
modernization for them at the end of thE‘ceﬁtury substantial
resources were channelled to economic services and thé
promotion of the main indhstries. The state became an agent
of economic growth. _ : ,
| The interventionist character of the state becomes more
visible when we focus on the role it played in shaping the
institutional framework o? the economy and in creating an
economic environment - favofable to the growing market
economy. It was on a govefnment‘levelr for better or worse,
that most of the important institutional change had to be
. formul ated, enacted and enforced and the political outcome
of this prncess.Qreatlyiinfluenced economic activities.
Following recenf',reinterpretations of the economic and
social policies of -the nationalists dufing the independence
struggle the conservative strand of the nationalist movement
is stressed in the £hésis - but with qualifications.
Liberal foreign trade polic§ and a fair degree of
receptiveness towards new technology indicate that economic
modernization was far from being rejected {n toto. It is
moreover argued that national self-determination was a
necessary but not sufficient precondition for an active
growth—orientated policy. With the ascendancy of the

nationalist movement the ground was laid for more ambitious
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policies, more readiness shown for industrial promotion
through public means than under the distant and uninterested
Danish rule. Such policies, however, did not come about
automatically with increased political autonomy. Although
popular expectations rose with the legislative power of the
Althing in 1874 they were not translated into active policy.
Only when powerful groups in society became interested in
economic modernization and the financial and structural
capacity of the state was enhanced towards the end of the
century did government start to embark upon active and

innovative economic policy.

The thesis focusses on three areas in which government
intervention had particular relevance for the country’s
economic development. Section one examines public measures
to change the legal and institutional framework of
agriculture which still at the end of the nineteenth century
provided livelihood for tﬁo thirds of the population.

Section two deals with the development of public
finance with particular réfereﬁte to expenditure policy,
where priorities in economic policy are so clearly visible.
The main patterns of pubiic’axpénditure are described and
expenditure on economic services is analyzed in detail. An
account is given of the mafn,pub}ic programmes and services,
their motives, scope and general impact.

The third section looks at the contribution of
government to the creation of the banking system. This task
of government is closely related to that examined in the
first section, namely public measures to adapt and create an
institution in accordance with needs of the emerging
tapitalist economy. '

The emphasis .is put on pubiic policy in action and its
economic effects' rather than the political debate on
economic policy, although the background for important
policies is examined. A great deal of the research
therefore focusses on measurements of public financial
contributions to the economy to enable us to assess

government actions more precisely and their relative weight.
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This applies to the study of public spending on economic
services and loan capital channelled through public bodies.
Particular attention is paid to the Bovernment Reserve Fund
which has not been subject to historical study before.

The limited research available on Icelandic economic
history has made it unavoidable to devote a substantial part
of the thesis to the analysis of various structures and
developments in the economy such as ownership of land, farm
tenure and the volume and structure of institutional credit,

although the main focus is on public policy.

The principal sources of the thesis are various
published and unpublished public documents. They are,
first, documents on the legislative and bolicy making
process, reports of gbvernment committees, parliamentary
papers, government 1laws and regulations and unpublished
papers of the Ministry. of Transport and Economic Affairs.
Othef notewnrthy'unpublisﬁed sources on policy matters are
the Records of the Agrigulture Association (Banadarfeélag

islands) which have been consulted on the issues of
agricultural credit and land tenures, and documents
concerning agricultural matters kept in the Department of

Icelandic Affairs (islenska stjérnardeildin).

The Government Accounts (Landsreikninqurinn) are the

basis for analysis of the public finances, but also very
important are the parliamentary papers on the preparation of
the Finance Act.v Numerical data on credit institutions has
been extracted from a wide range of publications, in the
case of public funds the most importanf being the Government
Accounts, the Governmgnt Bulletin (Stjérnartisdindi) and,

where published accounts are not available, the Records of

the Government Treasurer (Skjalasafn__landfégeta) and
accounts in the papers of the Ministry of Finance. All the

unpublished sources mentioned above are kept in the National
Archives in Reykjavik.
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Economy and society, 1870f1930

"The state of things in Iceland can hardly be coﬁparedv
with that of any other place, on account of the
sparseness of its population as compared with its great
extent ...", said in & British consular report from
1872.1* Iceland was - and is - the most sparsely
populated country in Europe with only 0.75 persons per
squarekilometre at the beginning of this century. While
the population of the neighbouring countries was slowly
growing in the modern era, Iceland’'s population remained
stagnant for centurieé, never reaching much more than
50,000 as if a fixed limit had been superimposed on her.

The nineteenth century saw this limit superseded as the
population began at 1last to grow substantially, from
48,000 in 1820 to 70,600 in 1870. In the following two
decades, however, population pressure, adverse economic
conditions and colder climate sparked off .a wave of
emigration to Canada and the United States leading to an
actual drop in the pgpulation for a while. The
emigration rate was higﬁest in the late 18808, exceeding
13%. a year, but during_the main emigration period, 1876-
1905, nearly 15,000 'people’ left the country for
America. *= With an economic recovery around and after
1890 the population slowly started growing again and by
1930 it had reached 109,000 (table 1).

The remarkable smallness of fhé population gave little
scope for urban development and the virtual absence of
proper towns and Villages until the end of the nineteenth
century stands out as an important characteristic of
pre-industrial society. Towards the end of the century
villages and smgll téwhs emerged in the coastal districts

11 Reports from Her Majesty's Consuls on the
Manufactures, Commerce, &c., of the Consular Districts:
-Denmark, British Parliamentary Papers 1872, LVII1, pp.637.

*= Helgi 8Skali Kjartansson, ‘Emigrant Fares and
Emigration from Iceland ¢to North America, 1874-1893’
Scandinavian Economic History Review XXVIII (1980), p.55.




Table 1 GROWTH AND DISTRIEBUTION OF THE POPULATION

1870-1930

annual
growth
rural urban total rate in
year areas % areas % population decades

1870 67,150 26 2,613 4 69,763
1880 68,813 95 3,630 S 72,445 .3
1890 63,296 a9 7,631 11 70,927 -0.2
1901 64,115 82 14,355 i8 78,470 1.0
1910 57,719 68 27 ,464 32 85,183 0.8
1920 54,245 57 40,445 43 94,690 1.0
1930 48,9350 45 59,911 bt 108,861 1.4

Sources: Tolfredihandbék 1984, Hagskyrslur Islands II, 82
(Reykjavik, 1984), p.24. - Arni Indridason, °‘Breytingar &
skiptingu mannafla milli atvinpnugreina a Islandi 1830~
1920, (unpublished H.A. thesis in history, University of
Iceland, 1974), p.13. - '

Note: Urban areas are defined as localities of 300
inhabitants and over.

and by 1930 a good majority of the population lived in
urban areas. Reykjavik, the capital, was gradually
becoming the centre of trade and modern fishing and was
the largést town with nq more than 2000 inhabitants in
1870. By 1930 its population had‘reached‘ZB,OOO.

Iceland is the second largest island in Europe whose
location and physical geography is not particularly
favourable to modern economic development. The climate
and the vegetatioﬁ are dictated by its northerly
latitude, situated‘just"south of the Arctic circle. Most
of its 103,000 square kilometers are uninhabitable and at
least three quarters are covered with glaciers, lava
fields or otheh wasteland. In 1930 it was estimated that
the remaining .qﬁarter or éo was divided as follows:
cultivated land 1%, meadows (partly harvested for hay)
4%, woodland ‘34 and no less than 92% pastures of
different quality.:>

The best agricultural areas are in the 1lowlands of

1= Jceland 1930 (Reykjavik, 1230), p.51-2.
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South—- and West-Iceland as well as in the valleys in the
North stretching from the heads of the wide fjords. The
Vestfiords (Vestfirdir) and the Eastfiords (Austfirdir)
are on the other hand mountainous with the coastline
indented by 1long and narrow fjords which provide good
natural harbours, but farming is limited on the small
strips of often rugged lowland along them.

The country is poorly endowed with resources having no
exploitable forests, mines, coal or minerals, the
traditional domestic +fuel being peat, brushwood, dried
seaweed and sheep dung. The climate prevents any
significant cereal crops from growing althoﬁgh the
temperature is higher than might be expected (~0.4°C in
January and 11.2°C in July in Reykijavik) thanks largely
to the Gulf Stream. ‘Iceland's most valuable resource
lies not in the land but the sea surrounding it where one
of the richest fishing grounds in the world are found
with cod as the moét valuable species, but haddock,
saithe and herring are a%so found in large quantities.

The rudimentary specializaﬁion of work, the extreme
poverty of the bulk of the population and a low level of
development were striking'features of the economy of late
nineteenth century Iceland. Nordic peasants have been
described as unspecialized "jacks of-all trades" engaged
in a range of activities, which is a fitting description
also of Icelanders exdept that they"had fewer resources
to exploit than their counterparts.*“ The overwhelming
majority of Icelanders * were poor peasant farmers who
supplemented their meager earnings from livestock farming
with fishing, ‘seal‘ hunting, birding and, not least,
producing woollen knitwear during the winter. 8till in
1870 the household was the' predominant economic unit
where most of the production took place; the only notable

businesses outside the household domain were the few

t4 Loéfgren, 0., ‘Family and Household among
Scandinavian Peasants’, in M. Anderson (ed.), Sociology
of the Family (Harmondsworth, 1982), p.91.
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trading and fishing firms in the towns and trading ports
on the coast.

The technology employed in the two main sectors of the
economy, agriculture and the fisheries, had not changed
substantially from the first centuries of settlement in
the ninth and tenth century. Apart from the "8Scottish
scythe", no significant improvement in hay harvesting
techniques occurred before 1900 and the use of chemical
fertilizers did not start to spread until after 1920,
Fishing was normally operated on rowing boats with hooks
and lines. The economy was mostly geared towards the
production of raw material such as unworked wool and
foodstuff (fish products, butter, mutton) with the bulk
of the agricultural products poorly rated abroad. The
economic infrastructure was primitive, waterways were
unsuitable for transport,- only a handful of wooden
bridges had been built by 1870 and the lack of proper
roads meant - that all,.inland trangport was by foot or on
horseback. Most rowing boats and even decked vessels had
to be dragged on shore fér lack of harbour facilities and
first in the 1870s were individual piers built which
allowed sea-going ships  to berth. Tele-communications
were first introduced at the end of the century and
machine power a few years later.

In this predominantly rural society agriculture had an
all dominant position, still employing over B80% of the
work force in 1870 as table 2 demonstrates. As grain was
impossible to groW'the land was only tilled to produce
hay which provided the livestock with fodder during the
winter. The 'smal; hayfield was basically the only
cultivated area on the~farm, the rest was divided between
meadows or marshiands of di?ferent quality ‘devoted to
either grazing or hay~harvesting and wasteland not fit
for any use.’ About one third of the hay-crops were
harvested from the tended hayfields, the other two-thirds



Table 2 ECONOMICALLY ACTIVE POPULATION, RBRY QCCUFPATION

1870 1890 1910 19730

% % % %

agricul ture 22892 82.0 19930 67.5 20819 H50.1 17459 56.8
fishing 2832 10,3 5227 17.7 9758 13.9 HbO7 13.9
fish processing 1236 3.0 2707 5.7
other manufact./construction . 484 1.8 1153 T.9 3466 3.3 64468 13.6
rmmmerce/transport/commun1c. 776 2.8 1718 S5.8 J013 7.3 HE268 14.4
private service 262 1.0 386 1.3 5841 14.1 G777 12.2
public service , 254 0.9 29Q 1.0 1185 2.9 1581 I3
unspecified occupation 336 1.2 809 - 2.7 219 0.5 84 0.2
: mmmmmmens Y sRommsmmmTa R SHmmEsT SHmIE % 5o 8 R o oo o o v

27536 100.0 29513 100.0 41536 100.0 47477 100.,0

Sources: Félkstala & Islandi l.dég oktdébermanadar 1870, Skyrslur um

landshagi & Islandi V (Copenhagen, 1878), '« pp.284-291. - Folkstala &
fslandi l.dag ndévemberman. 1890, 8tjt. 1893 C, pp.32-40. - Manntal &
Islandi l.desember 1910 (Reykjavik, 1913), pp.82-93. -~ Manntal &
Islandi_ 2.desember 1930, Hagskyrslur Island 92 (Reykjavik, 1937),
Pp.74-9. ‘ .

Notes: The figures refer to the main breadwinner of the
household/family, leaving out dependents, i.e. married women, children
and relatives. - Servants of officials are included in agriculture
1870 and 1890 except those in Reykjavik who are together with servants
of pensioners, proprietors, workers and persons having unspecified
nccupation put  in private service., -~ Fishing includes fish processing
1870 and 1890. - The class of labourers is divided between manufacture
and commerce at the ratio of 1:4, cf. Magnuis 8. Magnisson, lceland in
Transition. Labouwr and Socio-Economic Change before 1940 (Lund, 198u),
p.231. -~ Persons with unspecified occupation, students and recipients
of poor relief are excluded.
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from the meadows or marshlands.*® yegetable cultivation
(mostly potatoes and swede) increased moderately during
the nineteenth century, but was far from meeting the
domestic demand as indicated by the rapidly increasing
potato imports throughout the period 1870-1930.

The vast pastures made the land well suited for animal
husbandry, especially sheep~raising which was the
mainstay of farming. The number of sheep per capita was
far the highest in Euwrope, but natural circumstances and
reliance on pasture grazing during winter caused great
fluctuations in the sheep flocks. There was nevertheless
a steady trend upwards from just over 400,000 sheep in
the early 1870 to well over 600,000 in 1930. The cattle
stock was on the other hand fairly small but increasing
to around 30,000 in 1930 against 20,000 in 1870.

Fishing and fish proceésing was the second largest
occupation, employing a good tenth of the population in
1870. The fishing se@tor had largely been organized as a
subsidiary occupation of the rural population migrating
to the coastal areas dﬁring the fishing seasons, except
for the comparatively few <fishing farmers and crofters
who tried to make a living primarily from fishing. For
centuries the fish resources were greatly underexploited
by Icelanders as their primitive techniques, in most
cases open rowing boats with crews of typically 2-6 men
using hand lines, confined - fishing'to day trips in the
.coastal wateré while other nations, the English, the
Dutch, the French and ‘others came on bigger and better
equipped ships in their thousands yéar after year to fish
in the prolific <fishing grounds. Their ships could
withstand much worse'weather and were able to move about
and follow thé fish stocks-from the start of the season
in February and March when demersal species (cod, haddock
and saithe) 'concentrated near the south coast and then
moved along the east and west shores to the north.

Other sectors of the economy were insignificant in

15 Talfredihandbék 1984, p.é7.




Table 3 EXFPORTS PER CAPITA IN NORTHERN EUROPE
1860-1910

current dollars
three years annual averages

1860 1880 1900 1910
Belgium 19 43 599 85
Denmark 12 20 29 45
Finland 3 8 14 18
Iceland 11 25 29 44
Netherlands 10 21 43 59
Norway 9 15 19 29
Sweden é 13 19 28
U. K. 22 30 33 48
Europe 7 12 13 18

Sources:. Verzlan & 1Islandi arin 1856-1863, Skyrslur um
landshagi & 1Tslandi III - (Copenhagen, 18664), 524-45,
570-1, 592. - Tolfrwesihandbék 1984, p.10-11, 122, -
Bairoch. P., ‘European Foreign Trade in the XIX Century:
The Development of the Value and Volume of Exports
(Preliminary Results)’, Journal of European Economic
History II (1973), p.l17.

Notes on the Icelandic data: Due to lack of data for 1860
the year 1862 is chosen instead. - As price data on
several items 1862 is unavailable 1838-prices are used
for live horses and estimates are made for a number of
smaller items such as beef, ptarmigans and swim bladders,
of which total value is set at 20,000 kr. — The exchange
rate for all datese is U.8. %1 = 3.73 kr.

comparison with agricultufe’énd the fisheries. Due to the
lack of specialization and the virtual absence of urban
areas peopie émployed outside the fisheries and
agricul ture ‘oniy “accounted = for some 8% of the
economically Active popul ation in 1870, the main
occupations being construction and handicrafts, domestic
services, commerce and transport.

National income estimates are not available for the
nineteenth century so the development of the economy and
its principal sectorgs has to be guessed from the
qualitative sources and industrial and external trade
statistics. In spite of the backwardness, poverty and

undeveloped infrastructure, the economy was highly geared



to exportation, especially the fishing sector. Trade
monopoly had been in force during the seventeenth and
eighteenth centuries as the Danish Crown sold licenses to
merchants in Cdpenhagen and other towns in Denmark. In
1787 the monopoly system was abolished, although foreign
trade continued to be confined to Danish citizens. First
in 18535 was foreign trade wholly opened up and other
nations allowed to trade freely with Icelanders, which
soon led to stronger links with overseas markets.

Table 3 shows that Iceland’'s per capita exports were
almost exactly on level with Denmark before the First
World War, ranking among the top six European countries
already in 1860 in terms of per capita exports and
sharing the fourth place with Denmark in 1910.e

The well known fact that the size of countries’
population tends to stand in inverse relation to export
levels applies well to Iceland. Other contributory
factors to the high exborts level were a rudimentary home
market and the need to import a variety of consumer and
capital goods because of% thez-narrow resource base and
primitive wor k specialization: cereals and sugar,
textiles, ironware, lumber, coal and salt, all had to be
imported. Even most _of'the decked fishing vessels and
later trawlers were imported due to .the feebleness of the
ship building industry. '

Unprocessed wool, woolen 'knitwear, tallow and mutton
were the principalﬁ agricultural commodities exported,
whereas saltfish, - stockfish, shark and fish oil were the
main marine commodities. 1In the 1850s Icelanders started
exporting live horses to England followed by exports of
live sheep in thEAIS%OS on a much bigger scale, linking
agriculture more firmly with foreign markets and
substantially Eaising farmers’ cash incomes.

Of greater ‘importance were changes in the fish exports
during the second half of the century. For centuries

dried fish or stockfish had been the principal export

*¢ Rairoch, P., ‘European Foreign Trade’', p.18.
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commodity, cheap to procure as it was simply gutted,
washed and stacked on rocks or paved grounds in the open
air until dry. After 1770 saltfish production increased
steadily and although requiring dearer and more labour
intensive methods of procuring the fish it marked a
significant advance as it promi sed great market
opportunities abroad and higher prices than stockfish.
By the second quarter of the nineteenth century saltfish
had replaced stockfish as the main export commodity and
became ever more dominant in the exports in the second
half of the century. Interestingly, the principal
saltfish markets were found in the poorer countries of
southern Europe, Spain and later Portugal and Italy, so
only a minor part of Iceland’'s exports went to Britain or

other highly industrialized countries.

After thirty years of expanding economic activity the
period 1855-18%90 wa$ marked by serious setbacks and
strains on the traditional economy. A severe sheep
epidemic raged from 1856‘ and:ering most of the 1860s,
cruelly cutting down the sheep flocks by an estimated 40%
Simultaneously the fural ‘economy was increasingly
strained by a'pnpulation“growth which wés difficult to
accommodate within the traditional . social and economic
framework. Agriculturefs-_ﬁowest point was during the
18808 when a colder 'climaté .cbupled with unfavourable
market conditions forced it into depression which sparked
off emigration to Canada and the United States. At first
the urban areas were only partly able to accommodate the
surplus rural population as the fisheries were hampered
by frequent-failures'fn the fish catches in the 1860s and
again in the IQBOS, then accémpanied by falling prices in
foreign marketé.

There were nevertheless positive signs in the
economy coming from the fishing sector where the decked
vessels fishery was slowly advancing and a more
diversified production emerging. Norwegian entrepreneurs

had started herring fishing in the 1860 and whaling in



551 Graph 1 ICELANDIC TERMS OF TRADE, 1870-1929
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the 1870s, thus providing better paid employment and some
revenue for the domestic economy, but otherwise operating
as enclave activities.

Around 1890 the economy entered a period of high growth
with the rapid expansion of the fisheries at the same
time as agriculture was coming out of the depression.
The growth was based on greatly increased output of fish
and, to a lesser extent, agricultural products, most of
which were exported; rapidly increasing export earnings
fed in turn into investment. The growth was made possible
by expanding markets for fish products abroad and greatly
improved terms of trade from 1894 onwards after the
downswing in the 1880s (graph 1). Lack of data on terms
of trade prior to 1914 has prompted an attempf, described
in Appendix A, to construct a rough indicator of terms of
trade for the period 1870-1914 using several of the most
important export and import commodities. The results are
shown in -gfaph 1  which depicts well the highly
fluctuating tendency in trade terms as well as the
dramatic improvement frdm the' early 18908 lasting into
the First World War.

The growth in the_fisheries’attracted both domestic and
foreign capital and payed'the way for the use of a modern
technology, - at first decked sail vessels, of-which a
large number was bought secohd-hand from Britain where
they were being scrapped aﬁd replaced by trawlers. The
sail vessel fishery in Iceland peaked in the early 1900s
by which time a rapid shift towards the employment of
motor boats and trawlers started, replacing the old
rowing boats and gradually the smacks as well.

Export eafhings increased by 384 in the 18908 from the
previous decade and again by'BSZ in the 1900s as table &
indicates. The unreliable national income data available
for the period 1901-1930 indicates an annual growth rate
of 2.77 of the total GNF 1901-1913 which is very close



Table 4 GROWTH AND STRUCTURE OF EXPORTS, 1880-1930

yearly averages

‘000 kr.
other
total salted fish whale agricult.
exports fish products products products
ki . % A % %

1881-85 59533 38.4 21.1 0.1 6.6
1886-90 4101 S0.6 12.1 0.9 J2.2
1891-95 6022 45.1 10.2 9.4 32.2
1896-00 7014 43.0 6.1 21.2 27.4
1901-05 10424 45. 6 13.4 18.2 20.9
1906—-10 13707 39.9 24.3 12.2 21.7
1911-15 22366 47.5 26.0 2.1 23.1
1916-20 48453 46.6 27.9 0.4 21.4
1921-25 64212 60.2 24.7 0.0 13.3
1926-30 66104 99.5 28.3 0.0 11.1

Source: Tolfraedihandbék 1984, pp.122, 131-2.
Notes: All exports are fob values.

to the European average.*” The high growth period ended
in 1916 and 1917 when market "restrictions by the Allied
forces and rapidly deteriorating terms of trade plunged
the economy into severe réceséioh. Only in 1923 and 1924
-did the economy fuily»recbver from the turbulent war and
post-war upheaval,. foflowed. by a high growth period
during the yéars ieading' up to the Depression. The
growth rate measured‘?.zz é | year for the period 1913~

*7 The rate of growth for Iceland is here calculated
at constant krénur (1914=100), deflated by consumer price
index 1901-1913 and a compound index of consumer price
index (2/3) and building cost index (1/3) for 1914-1929.
See Gisli Bléndal, ‘Pjdédartekjur & 1Islandi 1901-1934°,
Fiarmalatidindi XXV (1978), p.105. - Torfi Asgeirsson,
‘Verdl agsbreytingar 1900-1938°‘, Klemensarbék (Reykjavik,
1985), p.299. - Toélfredihandbék 1984, p.166. - Bairoch,
P., ‘Europe’s Gross National Product: 1800-1975°, Journal
of European Economic History V (1976), p.299.
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1929 which is well above the European average of 0.93%1e

The division between "the primary" and Ythe secondary"
sector is ill suwited to describe the structural
transformation of the economy. Iceland’s

"industrialization" entailed the employment of advanced
technology in the high growth sector of the economy,
fishing and fish processing, which in turn transformed
social relations in the economy and, importantly, between
the two main sectors. The emerging capitalist economy
reversed the roles of agriculture and the fisheries
within the overall economic structure. Instead of being
largely a part—time employment of the rural population
fishing and fish processing came to be primarily occupied
by townspeople and became the main employment for a
growing section of the work force, normally supplementing
its earnings with casual farm work during slack seasons
in the fisheries. Agriculture thus became the subsidiary

industry of the fishing population.

The economic developmént of the first three decades of
this century was marked by the expansion of the fishing
sector, intensifying .stilll'further the monocultural
tendency of the - ecqnohy, The saltfish production
developed into a highly competitive industry on
international level - and expofters were able to increase
their market share. with tﬁé result that Iceland became
the leading ;exporter on the European market during the
interwar period.!® Economic growth was largely based on
the saltfish production which accounted for &0% of export
earnings in the 1late 19265. Another 284 came from
exports of other fiéh products such as herring and fish

oil. The avaiiable national income data indicates that

*® Bairoch, P., ‘Europe’s Gross National Product’,
pPa.296. .
1% 8igfus Jénsson, ‘International Saltfish Markets

and the Icelandic Economy ca. 1900-1940°', Scandinavian
Economic History Review XXXIV (1986), pp.20-40,
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about a third of GNF generated from the fishing sector at
the beginning of the century, rising erratically to just
under 80% towards the end of the period.=°

Agriculture was seriously dislocated during this
transitional period and faced fierce competition from the
expanding fisheries and other urban industries for labour
and capital. Ite share in GNP steadily declined from a
third in 1901 to less than a fifth by 1930. Its position
was further aggravated by market difficulties at the end
of the nineteenth century due to falling prices for
animal fat and salted mutton, but more importantly the
ban on imports of live sheep 1in Britain in 18946 with
tougher laws designed to fight animal diseases. The
exports of live sheep to Britain had been the fastest
growing branch in agficulture since the early 1870s and
had given farmers about the only cash earnings for their
produce. This activity was now almost brought to a halt.

These adverse circumstances forced agriculture into an
entrenched position and called for radical changes.
Farmers gradually manage& to &ivert their meat production
towards the exporte of light-salted mutton to Denmark and
Norway and thus mainfaining' 'agricuiture's share in
exports for a short whjle; Competing with the fisheries
and other urban occupations for labour and capital was a
more serious and long-drawn ;prncess which brought about
structural transformation in the economy in the long run.
New types of production and new farming methods were

gradually taken up to increase efficiency and save

labour. Ewes were no longer milked and the lambs were
instead kept with their mothers and slaughtered in the
autumn. With little work to do during the winter the

farmers kept feker servants énd hired instead seasonal
laborers during the busy hay harvesting season in July
and August. * These  tendencies became more pronounced
during the inter—war period when reliance on wage labour

decreased further, slowly giving way to mechanized family

®° Gisli Rlbndal, ‘Pjésartekjur’, p.105.
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farming. In the 1long run these changes improved
productivity in agriculture which in turn was able still
further to release labour to the high-growth sectors of
the economy.

The first three decades of this century were a period
of high growth but saw only modest conscious efforts,
private or public, to diversify the production. It was
primarily through spread effects of the fisheries and the
expanding home market that a more diversified production
emerged, giving rise to trade, small-scale manufacturing
and dairy production. As a consequence, employment more
than doubled in the manufacturing and construction sector
and nearly quadrupled in the service sector between 1890
and 1930. A much bolder and broader policy was pursued
in the 1930s as a result of not only the spread of
protectionism but also the virtual collapse of the vital

markets for saltfish in Southern Europe.

The political system

Iceland was for centuéies é dependency of Denmark with
limited right to govern herself. Yet, Iceland had never
been highly integrated into the Danish state, keeping'in
the main her own code :of laws and was regarded as a
separate law—district  as Danish laws were not
aufomatically enforced. The ﬁolitical upheaval and rise
of the nationalist mpvement iﬁ Denmark during the second
quarter of the nineteenth century bolstered nationalist
sentiments in Iceland and demands for increased self-
rule. In 1845 . the ancient parliamant, the Althing, was
restored not as a court as it had been before it was
abolished in 1799 bdt a consultative assembly., It could
only express ité will through‘petitions to the government
in Denmark, th did not have any direct power to make
laws. In practice, however, the Althing was influential
in the legislative work, MP’'s could table bills in the
form of petitions and move amendments to government bills
which were closely scrutinized by the parliament. The

government rarely enacted laws in opposition to the
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Althing and frequently went a long way to compromise when
views diverged. This, it goes without saying, did not
apply. to issues concerning the political status of
Iceland within the Danish state.

The executive power in Iceland was only responsible to
the government in Denmark. Up to 1904 it was in the

hands of the Governor , stiflamtmadur, from 1871

landshoféingi, two district governors, amtmenn, and ca.

17 district magistrates, syslumenn, who were Jjudges as
well as the representatives of the executive power on
county level. Political power in the land was primarily
in the hands of these officials until the restoration of
the Althing in 1845 and even longer. Traditionally, they
enjoyed & high degree of autonomy from the central
government in Copenhagen and formed in conjunction with
the high c¢lergy and gentlemen farmers the top layer Df
society, basing its wealth and power on offices, fief-
holding of Chdrch and Crown land and private ownership of
land. _

An important step towards bolitical autonomy was taken
with two laws in the early 1870s which redefined
Iceland’s political staﬁus Qithin the Danish realm. In
the S8tatus Act Iceland wés_declared an inalienable part
of the Danish Kingdom with special rights, including
separate finances and fiscél powers in their "domestic
affairs”. These were the judiciary and police, education
and ecclesiastical affairs, local government, transport
and economic affairs,-'taxat;on and public property.
8till left with the Danish government were the collective
state affairs, the issueb of money, defence (most
importantly for Icelanders the protection of the fishing
grounds around iCeland)_ and foreign affairs, including
trade agreemenﬁs with other countries.

The latter: act was the promulgation of a constitution
for Iceland, the first of its kind in the country,
granted by the king in 1874 on the thousandth anniversary
of the settlement of Iceland. The Althing was given

legislative power conjointly with the Crown in "domestic
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affairs", while the executive power still rested with the
Danish government, but dressed in a new authority, the

office of Governor, landsho6fséingi. The Governor was a

government appointed administrator responsible only to
the Minister for Icelandic Affairs in Copenhagen who was
a member of the Danish cabinet and therefore only
answetrable to the King. The Governor was also the
Government ‘s Representative in the Althing, conveying its
policies and acting on its behalf in the legislative
work.

The great majority of the Althing’'s members was
dissatisfied with both the way in which this legislation
was enacted and its content. The Status Act was
unilaterally passed by the Danish parliament, Rigsdag,
and the constitution was issued by the King without
consulting the Althing. The Danish Crown retained vast
powers in all the major branches of government. 8ix out
of twelve members of the Upper House of the Althing were
not elected by voters but appointed directly by the King
(the Danish government iﬁ praﬁtice) who also exercised an
absolute power of veto in legislation, including the
Finance Act. Althing's greatest disappointment with
these political changes wasr its exclusion from exerting
any influence on the executive power. It had nothing to
say in the appointment bf the Governor nor the exercise
of his power. The' office of the Governor moreover
controlled a wider range of resources and patronage than
the Althing as it presided over a permanent body of
administration, managed public funds and prepared the
bulk of the important legislation including the Finance
Bill. The Althing, in contrast, only convened every
second vyear in Reykjavik and each session lasted
approximately six weeks. Under these circumstances it was
difficult for it to give a substantial counterweight to
the office of the Governor. As time passed, however, the
Althing’'s session lasted longer, though not longer than
three months during the period under examination. Extra

sessions became alsoc more frequent, but it was first with
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a constitutional amendment in 1920 that reqular sessions
were to be held every vyear.

The Althing sat as a one chamber between 1845 and 1874,
composed of 20 members (21 from 1837) elected from as
many constituehcies iﬁ addition to 6 members appointed by
the king (i.e. the government). In 1874 the Althing was
divided into two chambers, the lower seated by 24 elected
members, the upper by 6 elected members and 6 government
appointed members, giving the government a veto power.
By 1930 the number of MP’'s sitting in the lower chamber
had risen to 36 whereas the government had ceased to
appoint the & members to the upper‘chamber who were
instead chosen in special elections to serve for a longer
period than other members.

The introduction of Home Rule in 1904 signalled a major
transfer of power to Iceland as the Althing was given
full-fledged legislative power and the executive power
had to have.tﬁe support of the majority of the Althing.
The Minister of Iceland became the head of the government
and resided in Iceland..iFinaily, with the Union Act of
1918 Iceland became an independent state in monarchial
union with Denmark until 1944 when she became a republic.
- An important factor ih.»understanding the making of
economic policy up to 1930 was  the fact that the
political system gave ﬁhe rural population and the
peasantry in particular aﬁ' easy access to the state
power. First, voting rightse were limited and primarily
confined td the peasantry and well-to—-do townsmen during
the nineteenth century. Labourers and servants as well
as the bulk of crofters ahd cottars (husmenn) were all
excluded from voting; With the 1874 constitution voting
rights were mddérately extended but were still confined
to about two fifths of the male population 25 years and

older.=* First in 1903 was the suffrage extended to the

=1 The male population older than 25 years was 14129
in 1870 whereas the number of voters in the 1874 was
6183. O0OF those eligible only 1211 cast their vote or one
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Table S5 MEMBERS OF FPARLIAMENT RY OCCUFRATION, 1833~1923

professions/
urban
vear officials clergymen farmers occupations total

1855 S 8 9 3 25
1875 4 9 16 7 36
1894 7 10 13 1) 36
1908 7 7 10 16 40
1923 4 1 146 21 42
Sources: Eggert por Bernhardésson, ‘Urslit
alpbingiskosninga & Islandi & 19.6ld. Landshéfdingja-
timabilié’, unpublished paper. - Alpingiskosningar 1874-

1914, p.&2. - Albingiskosningar 1919-1923, Hagskyrslur
Tslands 38 Kosningaskyrslur I (Reykjavik, 1988) p.190,
223. - Albingismannatal 1845-1975 (Reykjavik, 1978). -
Notes: Civil servants other than government officials and
judges are classified with the urban occupation category.
- Agronomists are classified as farmers. = No MP
represented Vestmanna Islands in 18355.

urban population at large, but women and servants had to
‘wait until 1915-1920 when universal suffrage for the
population . over 25 vyears was enacted. Secondly, the
electoral system became increasingly skewed in favour of
the rural population as  urb§ni2ation got under way and
with the rise of a new - party system 1916-1930 this
imbalance was markedly bi ased against the Social
Democratic Party, but favouring the agrarian based
Progressive Party. | ' |

The limited votinghrights and a skewed electoral system
confined politics to a small layer of politically active
people, giving the Althing a narrow social basis. Table
5 shows well the prominence of the peasantry accounting
normally for a third and up to a half of the
parliamentary seats. "The table also reveals the

stronghold of officials (district governors, magistrates

fifth. Participation rose however steeply during the
early years of the twentieth century and reached about
three quarters of voters in the 1908 elections. See
Folkstala £18701, p.281. - Alpingiskosningar 1874-1911%,
Kosningaskyrslur I (Reykijavik, 1988), p.23 and 46.
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and Jjudges) and even more clergymen, the two most
prestigious and influential groups in Iceland who
continuedAto enjoy strong political power in the age of
representative politics, not least through the
prerogative power of the King who appointed six members
of the upper chamber. The bulk of the clergy was in fact
farmers who raised greater part of their income from
agriculture and if we regard them as such the farmers
category accounts for 704 of MP's in 1873 and 40% in
1923, == The teaching profession, doctors and the
literati are strongly represented in the Turban
occupations" category whereas, interestingly, the fishing
sector and the business classes are underrepresented
until 1923, The first working class MP’'s, whether
skilled or unskilled, did not get a seat until 1916 and
their number had only risen to three by 1930=>

The nationalist movement was the driving  force behind
the Btruggle  for independence, but it never became a

political party with an ‘organizational structure and an

22 Most farmers in the parliament up to 1930 were
moreover freeholders, thus representing only a minority
of the peasantry which was overwhelmingly made up of
tenants. : _ :

It is of course simplistic to focus only on MP’'s
occupation in order to assess the - influence of farming
interests in the parliament, the actual policy is what
matters. It is a well known fact that the peasantry and
later the working class tended ta elect persons outside
their class as representatives in economic as well as
political organizations, in particular people with formal

education and experience .in public life such as
officials, clergymen, agronomists, journalists, teachers
etc. It is worth remembering that when the Progressive

Party formed a government on its own in 1927 no farmer
wanted to take a seat in the three member cabinet.
Instead, the party elected an editor of the party organ,

the headmaster of the Co-operative Commercial School and
a merchant!

=% They were Sigurjén a. Olafsson, Erlingur
Fri&djonsson and Jén Baldvinsson. The other two
socialdemocrat MP's were Haraldur Gudmundsson (a teacher)
and Hésdinn Valdimarsson (an economist and an

entrepreneur!).
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official political programme. It was a social and
political movement whose principal forum o was the
Althing, a movement held together with demands for
increased self-rule and the general advance of the
nation. The political cleavage was primarily between the
staunch nationaliste and the government and its followers
who believed that the political status of Iceland was no
barrier to the nation’s advance. Views on economic and
social matters were more divergent, although the limited
voting rights brought a fairly a small social group into
the parliament.

First around the turn of thie century did political
parties emerge, then primarily on the basis of the
independence issue, although a more progressive, liberal

views can be discerned among the Valtyingar than

Heimast jérnarmenn. The 19108 and 1920s saw the rise of

modern class-based parties built around three competing

powerblocks.  The agrarian based Progressive Party

(Framséknarflokkur), founded in 1916, represented farming
interest and promoted the fco-operative movement and
petit-bourgeois ideas of the independent small producer.
The Social Democratic Pérty (Albyauflokkur), also founded

in 1916, drew its support #rpm the working classes in the
rising towns and had organizational ties with the trade
union movement. The policiés of the SDF were marked by
their campaign for ‘union  }ights ‘and better 1living
conditions of the wurban working classes, demands for
nationalization of  important branchee of external trade
and industry, but in everyday politics the party adopted
a very pragmatic approach. The right was last to
organize in one barty with the founding of the
Conservative Pafty (Thalgsflokkur) in 1924, which five

years later herged with a small grouping to form the

Independence Party (Sjalfstedisflokkur). In spite of its

individualist, free-market philosophy the Conservative
Party had to play a balancing act between farmers
interest and the commercial and business base in towns as

a good deal of its supporter were country people.
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The Progressive Party was from the start in a pivotal
position and participated in unstable coalition
governments between 1917 and 1924 when the Conservative
Party came to power. After the general elections in 1927
the Praogressive Party formed a government with

neutrality support of the SDP which was to last until
1932. |



PART ONE

INSTITUTIONAL CHANGE IN AGRICULTURE



1. INSTITUTIONAL ORSTACLES IN AGRICULTURE

It could be argued that institutional obstacles to
economic advance were smaller in Iceland than in many other
European societies during the nineteenth centuryji that the
task of economic modernization was less to adapt or even
break down institutions than to create them.

As individual farming was the rule in agriculture
farmers were free from various obligations and customs which
araose from communal practices and ownership of land. The
separate farms in an extremely sparsely populated
countryside underlined the independence of each household
and fostered individualism and self-reliance among the
farmers. Land had strong characteristics of a capitalist .
commodity as inheritance laws and tenure arrangements put
little restrictions on the landowner in regards to selling,
buying or otherwise dispose of his land. A hereditary
aristocracy in.‘fhe European sense did not exist and the
small size of the nation and its economic backwardness did
not allow the formation of Big esfates to the same degree as
in many European countriese with all the social hierarchy
embedded in it. Although hnst private 1and was concentrated
in the hands of a small minority of landlords and the bulk
of farmers were tenants, serfdom was .never introduced and
farmerse enjoyed, at least for@élly, freedom in personal
matters and movement.. AOthef social and cultural factors
such as widespread literacy and a considerable social
mobility between the three principal classes of Icelandic
peasant society, .. servants, tenants and landowners,
contributed to a less rigid class system than in many other

European societies.?

From these Dbéervations we Could deduce that obstacles

1 On the last point see for example BGunnar Karlsson og
Hans Jacob Debes, ’‘Island - Fergerne - Grgnland’, in
Nationale og etniske minoriteter i Norden i 1800- og 1900~
tallet, Rapporter til den XX nordiske historikerkongress
111, Ritsafn Sagnfredistofnunar 19 (Reykjavik, 1987), pp.21~

e
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to economic modernization in Iceland were less of a social
than a demographic and economic nature: the extreme
smal lness and sparsity of the population, poor endowment of
the economy, distance from the principal markets, lack of
capital and knowledge of modern production techniques; all
of these difficulties were especially true of the fishing
sector where poverty and inertia towards new technology were
one of the most serious bottlenecks to development.

Yet, there were formidable institutional obstacles of
another kind to economic modernization in nineteenth century
Iceland, mast vigible in agriculture where social rules and
relations dictated the outcome of production to a high
degree. The semi-feudal tenancy under which the overwhelming
majority of farmers lived, the vast number of smallholdings
vielding narrow economic margins for the poor farmers and
crofters and a stringent social legislation regulating the
labour market were one of the principal institutional
factors hampering the economic advance of the country. These
institutional arrangedents and their implications for
- economic development, all of which were extensively debated
among contempbraries, will be examined in this section of
the thesis. '

The emphasis on agriculture is understandable in the
light of the fact that it waé the most important sector of
the economy, still providing the livelihood for over two
thirds of the population in ﬁhewlast decades of the century;
other sectors were aléo in close organizational ties with
agriculture, the fisheriesain particular,'so that changes in
the agricultural framework effected the whole economy. In
political context moreover the focus in public policy was on
agriculture’s development problems right up to 1930 and
increasingly so with {ts rapid retreat at the end of the
nineteenth century. The strategies adopted, however, were
not just addressed to . the question of how the agriculture
sector should cope with the strong outside pressures;
farming continued to be seen as society’s centre of gravity
with great growth potential if it was given the appropriate

means to develop.
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The farming population as individuals or in groups had
limited capacity to change social rules enshrined in custom
or the statute book. The immense task of shaping and
adapting the institutional framework of agriculture in
response to the changing economic environment was to be
primarily undertaken by government which had the central
role of setting and enforcing the fundamental rules that
governed agriculture and the economy as a whole. The focus
of the study is therefore set on this most influential agent

of institutional change, the state and its policies.

Until the late eighteenth century up to half of all the
land was either owned by the Crown or the Church. Table 6
shows land distribution by ownership for selected dates
between 1695 and 1930. The data for 1695 1is also
representative for most of \the eighteenth century as very
little changes occurred during that time.

Selfownership was very rare despite the fact that more
than half of all the land was privately owned. The
"explanation is pértly thatlprivgte land was concentrated in
the hands of a small group of landowners. One study shows
that around 1700 about 142 persons or 12% of landowning
farmers owned land in.ekcess'qf 60 hundreds which represents
617 of all land in ﬁrivaté ownership. The biggest
landowners, those in possession of land worth more than 120
hundreds, were 85 or 7% of éll,brivate-landownera and owned
together 46% of all private landed property.= The social

status of the biggest landowners was as follows: 24% were

: = Bjorn Larusson, The 0ld Icelandic Land Registers
(Lund, 19467), pp.73-5. — A similar conclusion is reached by
Bragi Guémundsson, Efnamenn oq eignir beirra um 1700,
Ritsafn Sagnfrwéistofnunar 14 (Reykjavik, 1985), p.34 and
49: 81 persons owned land in excess of 120 hundreds around
1700, totalling 22.5 thousand hundreds or a quarter of all
landed property. They represented only 6.2% of landowners
but owned almost half of all privately owned land.

A hundred was one of the basic values in the old
Icelandic price system, representing the equivalent of one
cow or six ewes, see further p.141.
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Table & DISTRIBUTION OF LAND BY OWNERSHIF, 1695-1930

in %
1695 1849-50 1916-18 1930
Private land 52 69 82 a5
Ecclesiastical land 31 19 10 8
-~ diocese land 16
- church farms 8 10
~ beneficium 4 7
- private church farms 3 2
state {(crown) land 16 10 7 X
other public land i 2 3
100 100 100 100
Sources: Bjibrn Larusson, Islands jordebok undet
férindustriell tid (Lund,1982), p.37. - Bjérn Larusson, The
0ld Icelandic Land Registers, p.81. — ‘Jardamat & Islandi
1849-1850°', Skyrslur um_ landshagi & TIslandi I, 620-801.-~
Arbsk Hagstofu, p.37. - Arnér Sigurjénsson, ‘Pettir ar

islenzkri bdnasarségu’ Arbék landbdnadarins 1970, p.28-9.
Note: The break-down is based on the distribution of land
value except for 1930 where it 1is based on the number of

farms. ~ Other public land is included in the state land
category 1916-18. '

clergymen, 26% magistrates and ~other government officials,
23% were members of the Althing (which was then a court of
justice) and 27% were plain farmers.™>

Comparable studies for the nineteenth century have not
been done, but the scaﬁteréd evidence indicates a very slow
rise in owner-occupancy as table 7 shows: only one sixth of
farmers were freeholders'in 1842 and just over a quarter by
the turn of this _ceﬁtury. The bulk of the peasantry
remained tenants and only after 1890 can a significant shift
towards self-ownership of land be discerned so that by 1930

three fifths of all farmers were freeholders.® These facts

= Bjorn Larusson, The Oldr Icelandic Land Reqisters,
pP.373. '

4 No reliable data is available between 1842 and 1901.
In 1879 the chief treasurer estimated that 19-23% of the
land was occupied by freeholders, cf. Arni Thorsteinsson,
‘Un lansf jelig jardeigenda’, 1Isafold VI (18 July 1879),
p.77.

Data on land tenures in the district of Sudur-
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Table 7 TENANTS AND FREEHOLDERS, 1702-1930

all

tenants freeholders farmers

no. yA no. yA no.

1702 7787 93 404 S 8191
1842 5967 a3 1237 17 7204
1901 3696 72 1425 28 5121
1910 3773 &3 2261 37 6034
1916-18 3S62 S3 3212 47 &772
1930 2399 42 3376 S8 S775
1940 2234 38 3628 &2 5862

owes oot o emuse e ]

Sources: HEjorn Larusson, The 0Old Icelandic Land Registers,
p.75 and 82. - Bragi OGudmundsson, Efnamenn, p.36. - Jo6n
Johnsen, Jardatal & Islandi, me8 braudalysinqum, félkstélu {1
hreppum og prestakéllum, agripi af buinadartdflum 1835-1845,
oq skyrslum um sdlu bijédjarda & landinu (Copenhagen, 1847),
P.395. - ‘Félkstala & 1iIslandi 1901, 1890, 1880, 1840 og
1801, Landshaqgsskyrslur fyrir 1island 1903 (Reykijavik,
1904), pp. 154-7. - Manntal (19101, p.83. - Brbék Hagstofu,
P.37. — Arnér Sigurjdénsson, ‘b=ttir’, pp.28-9. ,
Notes: The figures are not wholly comparable; all figures
refer to the number of farmers except those for 1930 and
1940 which show the number of farms (thus ignoring the fact
-that some farms were occupied by more than one farmer). The
freeholders/tenants categories vary in scope from one source
to another: the year 1702 refers to all heads of households
in the country, 1842 refers presumably to all holdings
excluding husmenn households, 1901 to heads of households
whose main employment is farming excluding htsmenn, 1210 and
1916-18 to heads of rural households, 1930 and 1940 to the
number of farms. : :

demonstrate clearly that ihere was no radical change in
regards to owner-occupancy during the nineteenth century.
The widespread fenancy'had serious implications for
agriculture’s economic performance and the living conditions
of the great majority of farmers. Part of their surplus was

extracted by landowners tﬁrnughaa firxed land rent and dues,

bingeyjarsysla also indicate that owner—occupancy did not
start to rise until after 1890. With the owner-occupancy
ratio well above the national average it moved upwards from
about 30Z in 1810 to 40%Z in 1890, then rising to 52% in
1900, &67% in 1910, 804 in 1920 and 84% in 1930, cf. Bjérn
Teitsson, Eignarhald og &bud & jordum { Sudur—-bingeyjarsyslu
1703-1930, Sagnfrwdirannsdknir 2 (Reykjavik, 1973), p.151. .
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Table 8 DURATION OF TENURES ON PRIVATELY OWNED FARMS
IN 8 COMMUNES IN 1903

no. of occupants

tenancy 1-2 J-10Q 11-20 life

commune at will vyears years vyears tenure total
Vestur—Landeyja 1 29 30
Vatnsleysu 30 1 1 8 40
Kidésar 22 2 8 32
Stafhol tstungna 12 2 1 15
Rausdasands 26 26
Sudureyrar 9 : S 1 1 16
Lytingsstada 9 i 12 22
Svalbarés 3 1 2 2 6 14
112 7 21 3 52 195

% 57.4 3.6 10.8 1.5 26.7 100

Source: bBg. Banadarfélag Islands, -no.162. Skyrslur yfir abad &
bendaeignum 190X,

Note: Where "no lease contract” is reported the tenancy is
regarded as tenancy at will.

paid in kind as a rule. The most important obligation was
the lease of life animals, leiqukaigildi (lit. leased cow-
values), which the vast,majority'of tenants was required to

render when renting a farm. The custom in many areas during
the nineteenth century‘waswthat the tenant had to lease one
cow or six sheep for every five hundreds of land he rented
at as high as 15-20% intéfest a year. The insecure and
short leases that most tenants had to put up with had even
greater implications.¥ur tenants’ .conditions as they failed
to provide them with the incentive and security necessary to
embark upon improvements and innovations on the farms. Most
farms were leased out 'on a short-term basis either as
tenancies for one or two years or tenancies at will. The
exception was Crown land where life-tenures were spreading

slowly and becoming general by the middle of the nineteenth
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century.®

By the late nineteenth century the tide was flowing in
favour of longer leases; even life tenures, which had been
very rare in earlier times, became quite common in some
areas. Table 8, showing lease terms on 195 occupancies in
eight communes located in different parts of the country,
reveals that a good half of holdings were tenancies at will
as late as 1903. The table shows also remarkable regional
variations in lease practices, from Raudasands commune where
all hoidings were tenancies at will to the extraordinary
situation in Landeyja commune where all but one occupants
had life tenures. Recause of the great variations in this
fairly small sample of private farms table 8 is liable to a
degree of inaccuracy on the overall situation and gives only
a rough estimate of tenure practices; the national life
tenure ratio is in all likelihood lower as the feport of the
agricultural commission in 1905 suggests, concluding from
the same evidence as table 8 is based on that the ratio was
"as far as one can tell" below 20%e

In general, then, tenaﬁts leased farms on very insecure
terms during Vmost of the nineteenth century and were
frequently moving from one farm to another. To what extent
farms were changing hands we have only scattered
information. A study of 6ne district in the northern part
of the country, Skagafjardarsysla, in the nineteenth century
shows that 3874 of farmers Dccupiéd one farm only, 25% moved
once, 174 moved twice, . and 20% moved three times or more.”

These figures have to be interpreted with caution. First of

= Gudmundur Jénsson, ‘Sambid landsdrottna’, pp.74, 79,
84—5- ‘

¢ Frumvérp oq athugasemdir vid bau fra
millipinganefndinni {1 landbunadarmalinu, er skipud wvar
samkvemt konungsdrshkursi 2.mars 1904 (Reykjavik, 1905),
P.57. The source on which this information 1is based are
reports from all communes in the country in 1903 on tenure
arrangements on private land.

7 Erlingur Brynjélfsson, ‘Bagi er oft b sitt a8
flytja’'y, p.27
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all, we do not know how representative this  district is for
the country as a whole. Secondly, only half of the farmers
who never moved stayed as farmers for longer than 10 years,
the other half retired, died or left farming for another
occupation. Thirdly, these figures represent all farmers,
not just tenants, who moved more frequently than freeholders
because of their insecure lease contracts. Neverthel ess,
these figures strongly indicate, as does the qualitative
data, that the bulk of tenants were frequently on the move.®

As to the reasons for these frequent movements a number
of factors were at work. One is that landlords sometimes
terminated leases in order to raise the rent or dues or to
offer the holding to a relative or an acquaintance. But the
evidence also indicates that tenants often moved on their
own account because of changes in their personal
circumstances. Grimur Jénsson, district governor in North-
and East—-Iceland, explained this eloquently in 1831, when
comparing Icelandic and Danish farming:

® A study of leases in Reykholt parish in the district
of Borgarfjarédarsysla shows that of 103 persons between 17354
and 1781 30 (29%) occupied a farm for less than two years
and &0 (58%) less than 10 years, cf. Loftur Guttormsson,

‘SBtadfesti 1 flokkusamfélagi? Abusarhwttir i
Reykholtsprestakalli & 18.61d’, Skirnir CLXIII (1989), p.20.
Another study, however, points in a different

direction. In two areas in the district of Eyjafjardarsysla
during the nineteenth century, comprising well over one
hundred farms, a fairly stable tenure leases seem to have
been the rule. The average length of occupancy was 16.2
years in Svarfa8ardalur and 11.1 year in 8Skriduhreppi forna,
cf. 8Arni Daniel Jdliusson, ‘Lénsveldi eda bwendasamfélag’,
Sagnir IX (1988), p.39. Comparison with the twentieth
century shows only a modest lengthening of the occupancy
time, to 19.6 years and 12.6 years respectively.

Unfortunately, this study investigated only farms
occupied by the ‘core of the peasantry’ as the author calls
it, i.e. main farms occupied by only one family, but these
are precisely the farms where more stable leases would be
expected. Cottages and shared farms are not included and
there is no distinction made between leaseholds and owner-
occupied holdings.
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When a farmer in Denmark enters marriage and leases a
farm, he takes on a livelihood that lasts for life; and
it is very rare that he wants, or has any reason, to .
change this situation. Agriculture in Iceland is on
the other hand closer to the nomadic way of life.
Landholdings vary greatly in size, location, natural
yvields and productivity. The farmer, who usually
starts poor, occupies a small farm that suits his
modest means and labour power and does not profit until
the livestock is increased and yields more. When good
years bestow upon him and he is fortunate enough to
extend his livestock, he soon finds that his farm is
becoming too small and has to move to a larger farm,
especially if he now has a family (because the size of
his livestock must be adjusted to the size of the
consuming family). In few years time he may have to
move again to even a bigger farm etc. Reversely, bad
years, accidents, loss of livestock, lack of servants,
older age, sharing with or transferring the farm to his
children, motivate the farmer to move from a larger to
a smaller holding.”

Grimur Jénsson’s accounf shows. clearly how various factors
in the tenant’s own situation could affect movements between
farms. The type of farming predominant in Iceland, land-
extensive animal husbandry with great fluctuation in the
-sheep flocks, was undoubtedly a contributory factor to this
situation because as long as shéep rearing with its heavy
reliance on pasture grazing and little fixed capital on the
farm continued to govern farming there was not a great
incentive for the tenant to own his holding, which was, of
course, the oniy way for most farmers to obtain a secure
occupancy. |

The great'variatidq in farm size on the one hand and
the changeable size of the sheep flocks on the other hand
required a high degreé’of mobiiity and.éompelled the farmer
to adjust the fékm size to his means of living. The
insecure tenure discouraged the tenant to make this
adjustment through. improvements on the farm for he had
little guarantee of reaping the fruits of them. Thé best

way for the tenant to expand and increase his earnings was

7 BGudmundur Jénsson, ‘Sambud landsdrottna’, pp.84-S.
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therefore to get hold of a bigger or a better farm.e in
addition to insecure leases the law did not guarantee the
tenant any compensation for improvements he made on the
holding. 0Old laws obliged the landlord to provide lumber
for building repairs due to natural depreciation of
buildings, but the tenant was in practice made solely
responsible for the maintenance of the farm and its
buildings. That applied as well to the renewal of the
leased livestock imposed on him, payments of all taxes
levied on the farm in addition to various obligations levied
by the landlord.

If farm tenancy was ever a system of mutual obligations
it had long disappeared before the nineteenth century. As
the landlord left the business of farming to t@e tenant and
the financial responsibilities that it entailed his role was
essentially that of a rentier,; taking little or no personal
interest or responsibility in the cultivation of his
leaseholds so .ldng as he was paid the rent in due time. A
few landlords, though, Eequired their tenants to make a
‘certain amount of farm improyements annually, the most
common one wés the extension or improvements of the
hayfields. Not even did landowners, including the Crown and
the Church, act as a shbck absorber in times af~agricultura1
distress as was so acutély demonstrated in £He~devastating
sheep epidemics which twice swépt the country in modern
times, first during the 1760§ and -again around 1860.
Landowners were able to . shrug off responsibility for the
cost of renewing the leased livestock, thus shifting all the

risk to the tenants.2**

This situation had serious implications for both the

—

e Guédmundur ﬁdnsson, ‘Sambd landsdrottna’, pp.63-106,
and the sources referred to there.

1* The only signs of significant risk-sharing was in
times of catastrophic failures when landowners had to reduce
rents as was the case at the beginning of the eighteenth
century (bad vears in fishing and farming, small-pox
epidemic), in ca. 1750G-1770 (bad vyears in farming, sheep
epidemic) and in the Famine of the Haze 1783-5.
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production itself and even more for housing conditions,
whether residential houses or outhouses. There is ample
evidence of continuing deterioration of farm buildings
throughout the nineteenth century.!® When tenancies fell in
the outgoing tenants frequently tore down the humble
buildings they had made in order to take the precious wood
to use in the buildings on his prospective holding. Instead
of renovating the buildings, drain the meadows, improve,
extend and fence the hayfields the tenant preferred to use
his meager surplus to invest in mobile assets, mainly
livestock and move to a larger farm or, better still, buy a
farm if and when the opportunity arose.

Another disadvantage of the widespread land tenure was
that it barred farmers from obtaining mortgage capital on
leaseholds. This, however, did not constitute a great
~ disadvantage in comparison with freeholders since
investments in farm improvements in general were sluggish
during most of the century, but was nonetheless a handicap
for tenants who had no access to loan capital in the credit
institutions emerging in the last decades of the century.
When credit bécame more available for <farm improvements and
cultivation after 1900 tenant farmers were eligible almost

from the start.

12 See for example Gudmundur Jénsson, ‘Sambid
landsdrottna’, pp.85-6, 102-3. - PA4All Briem, ‘Erfdadbus,
sjalfsabid og leigudbud’, Légfredingur III (1899) pp.112-16.




2. AGRICULTURAL REFORM UNDER DANISH RULE

2.1. Abortive attempts to reform agriculture

The great agricultural reforms in Denmark initiated in
the 1late eighteenth century were to change agriculture
profoundly and set in train social change which eventually
led to the dismantling of the "old regime". What sort of
agricultural policy did the Danish government adopt in
Iceland at that time and how did it effect conditions there?

Unfortunately for Icelanders, the Danish government did
not take as great interest in the modernization of Icelandic
agriculture as it did in Denmark from the late eighteenth
century onwardsy its reforms were much less ambitious both
in terms of commitment and resources. There were, however,
clear indications that the government was intent on
encouraging reform. in Icelandic agriculture during the
second half of the eighteenth century along similar lines to
those pursued in Denmark. Armed with public 'decrees, minor
financial support and  educational publications the
government tried to encourage farmers to take up what it
considered to be more efficient and rational farming
methods. One measure was to sénd 14 Norwegian and Danish
farmers to Iceland to train farmers there to grow grain and
vegetables, another was a ‘decree of 1776 ordering all
farmers to render labour ‘sefvices to fence their hayfiélds
and make other ihprovements on their faéms, the third was an
experiment with a new breed of sheep. None of these
attempts had avlasting':impactAon agriculture, except that
vegetable cultivation (potatoes and swedes in particular)
slowly spread, whétﬁer that was - due to government
encouragement or ﬁot. There was little hope of altering
age-old farming methods and practices simply with decrees
from Copenhagen, often out of touch with existing social and
economic relations and without considerations to the natural
conditions of the country. The breeding experiment carried
out during the 1760s had disastrous effects as the imported
breed used for it proved to be infected with a deadly

disease, spreading quickly and killing more than half of the



sheep flock in the worst sheep disease recorded.:?

A royal land commission was set up in 1770 whose task
was to investigate Iceland’'s economic - conditions in their
widest context and put forward proposals for the country’s
advance. In the royal instruction to the commission a
detailed list of issues was drawn up to be considered which
amounted to no less than an all embracing plan for the
country ‘s restoration.

Although the government‘s decision to set up the
commission was not prompted by an acute crisie there was a
great concern over a number of issues. In contrast to many
other countries at that time pbpulation decline and not
growth was the main worry of the authorities as can be read
from the instruction itself. The economic background was
one of land deterioration in some areas and technological
stagnation and even decline with the consequent fall in
population.= Evidently, the sheep disease had also caused
terrible damage to aériculture. By setting up the
commission the government ‘s intention was '

to collect information that could serve as the basis
for decisions on projected economic reforms, reforms
which in true cameralist spirit were to stimulate the
prosperity of the country and thus raise the basis of
taxation.™>

One of the questions the commission was to consider was
whether the division of estates intoc smaller holdings, thus

increasing the number of cdtta?s, husmenn, who would work

* porkell Joéhannesson, Banadarsamték & Islandi I1837-
1937, Buanadarfélag Islands, Aldarminning I (Reykjavik,

1937), pp.22-82 .- Pall Eggert ol ason and bPorkell
Jéhannesson, Timabilia 1701-1770, Saga 1Islendinga VI
(Reykjavik, 1948), pp.489-501. - borkell Jdéhannesson,

Timabilid 1770-1830. Upplysingaréld, Saga 1Islendinga VII
(Reykjavik, 1950), pp.235-61.

= Bisli Bunnarsson, Upp er bosis Isaland.
Einokunarverslun og islenskt samfélag 1602-1787 (Reykjavik,
1987), pp.254-6.

® Bustafsson, Harald: Mellan kung och allmoge-—
ambetsmdn, beslutgprocess och inflvytande pa 1700-talets
Island (Stockholm, 1985), p.312.
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for farmers instead of servants, would be conducive to -
popul ation growth. Furthermore, as more progress would be
expected where freeholders rather than tenants toiled the
land, the commission was asked to consider whether Crown
land should be socld to private persons.

The government seems to be fondling with the idea of
creating a social framework similar to that of Norwegian
agriculture where freeholders constituted the core of the
farming population employing a servile workforce of husmenn.
The social framework of agriculture was widely debated in
Danish ruling circles at the time and the ideas aired in the
instruction correspond well with the reformist agricultural
policy in Denmark after 1766 advocating more rational and
progressive farming, based on a class of freeholders.<

The commiésion received a vast correspondence, letters

and reports from individuals and groups of people from all

walks of life. Not surprisingly, the response to these
social questions was very mixed. Influenced by the
correspondence, in which officials were strongly

‘represented, the commission came to the conclusion in its
report that tﬁe best way to increase the population would be
to encourage new settlemehts, while no mention was made of
dividing estates or increasiﬁg the number of cottars. The
commission did not consider it right under the present
circumstances to sell Crown ;and, echoing the view of the
majority of correspondents whb, although principally in
favour of the sale, thought tenants to be too poor to buy
their leaseholds, especially now as the sheep disease had
taken a great toll of the sheep flocks.

On the other hand, the commission proposed a reform of
the land laws which would increase tenants rights by making
written contracts obligatory, introducing minihum farm
tenure of 20 yeafs and a setting a ceiling on the number of
leased livestock which tenants were obliged to rent with the

farm. For some reason, the commission’'s proposals were

4 Ibid, pp.107-8, 131.
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referred back to the administration in Iceland for further
comments, where the section on tenancy reforms was met with
staunch opposition from the officials thus effectively
ruling out any change.™ A number of-the commission’s
proposals on economic matters, though, found their way into
legislation. They lacked 1little in ambition but proved
insufficient means to alter farming practices in any
fundamental way. The most substantial of these was the
decree from 1776, already mentioned, ordering all farmers to
fence their hayfields and make other improvements on their
farms.

Apart from the commission’s failed attempts to modify
the land laws, a num