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OVER the last decade or so there has been recurring concern about
the market structure of the international grain trade. A series of Congres-
sional investigations, several books on alleged ‘“‘grain robberies,” and even
such relatively balanced accounts as Dan Morgan’s Merchants of Grain [32]
have all left an impression of global commodity markets that are controlled
and manipulated by about five major firms in ways often at variance with
the public interest. At the same time, more scholarly recent work indicates
that the grain trade remains highly competitive, efficiently assembling,
storing, and transferring the commodity to the benefit of both farmers
and consumers. They show that this market works well, yet these same
scholars complain that we do not know enough about the structure or
operation of the grain export system or about the behavior of the firms
involved [7, 12, 32].

If we have a paucity of data about the recent and current grain trade,
we know less about the full dimensions of market structure and business
behavior as that branch of trade evolved during the nineteenth century.
There were expressions of similar concerns about the deficiencies in that
business as it gradually spread around the globe, primarily under the aegis
of multinational trading firms. Most of these firms were private partnerships
as are their survivors even at present, but there is no doubt that most of
them also operated in several nations at once and that they were headed
by managers who met Peter Drucker’s criterion of “thinking internation-
ally” [15]. Moreover, they increasingly operated in the United Kingdom,
as much to perform their multi-faceted entrepdt functions there as to
serve the continuously increasing demand of British consumers. The
importance of the British grain market may have been exaggerated by
historians in terms of the share of exports it attracted from surplus-
producing nations, but its function as the nerve center of an evolving
world trading system remains unassailable [34, 36, 44].

Before the 1850s the grain-importing business was too uncertain and
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irregular to encourage much mercantile specialization in that commodity.
Some small-scale merchants in the interior of the United Kingdom and of
the United States, as well as a few continental European centers, did
concentrate primarily on grain [6, 20, 41]. Most of the long distance trade,
however, was carried out by the general merchant shipping firms that
dominated the slowly widening scope of international commerce. Such
firms as Alexander Brown and Sons or Baring Brothers and Company
dealt mostly in cotton during the first third of the century, moving in and
out of the grain trade only as conditions warranted. In such brief periods,
they virtually dominated the trade [22, 37]. Lesser known firms, such as
Morrison, Cryder & Co., held almost equivalent shares of both the cotton
and grain trade from time to time in the trans-Atlantic business. But it is
difficult to estimate the differences in market shares and influence at any
time among the more than two dozen Anglo-American firms in the cotton
trade, or of agents of continental firms at southern American ports, and
impossible to calculate them with regard to grain. In fact, market shares
changed abruptly from year to year, depending on a variety of circum-
stances. Bolton, Ogden & Co., for example, was very active in shipping
flour from the United States to the United Kingdom and the continent
from 1815 to 1820, then only sporadically engaged in grain-related
activities while becoming a leading cotton-shipping firm during the 1820s
and 1830s. In the 1837-1838 shipping season, when Morrison, Cryder
was suddenly a leader in bringing Baltic grains to New York, Bolton,
Ogden (which had equally good connections with the Baltic ports) was
going through insolvency and reorganization at Liverpool, withdrawing
from both the cotton and grain business for several reasons. They were
back full tilt in the grain trade during the hectic ‘“hungry forties” before
finally dissolving by 1850 [27, 33].

By the 1850s, many of the general merchant shipping firms were
either withdrawing from direct participation in trading to concentrate on
banking or shipping functions, or were beginning to specialize in a narrower
range of commodities. The Browns and Morrisons took the former route;
Barings still shifted in and out of grain trading through their extensive
network of correspondents, usually in response to such unusual opportu-
nities as were offered during the Crimean War. Meanwhile, two other
groups of merchants who had gained importance as multinational traders
were operating in the British grain market. With the old Hanseatic ports
reemerging as sources of supplementary wheat supplies for the United
Kingdom in the 1820s, merchants with strong family and/or business
connections there became increasingly important in London and used that
trade as a base for extending their business beyond Europe. Frederick
Huth & Co., Mark Collett, and the Brandsts, all firmly established in Britain
by the first decade of the nineteenth century, rose to prominence in the
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grain business during the 1820s, then made connections with suppliers of
other commodities in both North and South America during the 1830s
[8, 12, 18, 25]. In the same decade, the Anglo-Greek firms began forging
connections between the United Kingdom and western Europe on the one
hand and the new grain-surplus areas of Southern Russia and the Danube
basin ports on the other. They introduced new techniques on the British
market for dealing in full cargoes of grain. The Rallis were probably the
most important of these Anglo-Greek families, and they remain leading
commodity traders to this day. They certainly had the most extensive
network of branches both within the United Kingdom (at Liverpool,
Manchester, London, and other cities) and between the United Kingdom
and the Mediterranean, but they were simply the largest of at least a half
dozen major shipping houses that made various Mediterranean ports,
especially Odessa, a major source of grain imports, and were supplanting
many of the older Baltic firms in that trade [16, 21].

It was after the well-known crisis of the mid-1840s in breadstuffs,
and the associated repeal of the Corn Laws, that the full transformation
of the grain and other commodity trades began, intensified by the rapid
spread of the ‘““Communications Revolution” in transport and telegraphs
and climaxed by the circling of the world with a network of transoceanic
cables in the mid 1870s. Thus technology reinforced institutional changes
that in turn responded to markedly higher levels of business activity. By
overcoming the barriers of high shipping costs over long distances and
the risks of sharp price changes over extended periods of time, these
innovations provided the essential components of a world-wide commodity
market system. Even as that system was evolving, new firms appeared in
the United States as it became a major, dependable grain exporter. Based
mostly in the United Kingdom and specializing in a narrower range of
commodities, the new firms usually also had trading connections with other
parts of the world. For example, William Rathbone & Co., with connections
to the Far East and India, opened branch offices in New York and Canada
during the early 1850s, after several decades of dealing in North American
flour through correspondents. It became the leading firm in the Anglo-
American bulk grain business during the Civil War era [29, 38]. It was
soon followed by David Bingham, the Patterson Brothers, and the Rallis;
all of them had New York offices by the late 1870s.

Meanwhile, a wholly different group of merchant shippers were
opening branch offices at San Francisco, dominating the rapidly developing
California grain export trade by the late 1860s. Balfour, Guthrie, & Co.
was associated with the Liverpool firm of Balfour, Williamson & Co., which
in turn had begun its merchant shipping business in Chile [24, 35, 39].
Falkner, Bell & Co. was another British firm with Latin American connec-
tions that moved into the San Francisco market in response to new
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opportunities in the grain business. Both firms remained extensive owners
of sailing vessels until the late 1870s and early 1880s, both had experience
in cargo-trading, and both were prepared to invest extensively in the grain
production and handling activities of the interior. They were by no means
the only source of foreign credit. Of the ten or more leading banks in
San Francisco that financed the trade, at least five were controlled by
shareholders based in the United Kingdom and in Germany. No other
grain belt in the United States became so dependent on foreign markets
for disposing of its grain as the West Coast, or so dependent on foreigners
for financing and storing the crop.

By the 1880s, as California wheat production reached its peak and
cable linkages made price information more readily available, additional
firms entered the grain business there. Among them were several European
traders with relatively slender financial resources, such as F. Lenders, Ted
Bosch, Dresbach, and Eppingers, all originally continental European traders
who also had opened offices in Liverpool. By then, some American shippers
moved into the trade as well. One of them, George W. McNear, was known
as the “Wheat King” of the West Coast throughout the 1880s. Towards
the end of that decade, however, Californians began shifting out of wheat
growing and into more capital-intensive types of farming, while the West
Coast wheat frontier moved north into the Columbia River basin. Also
moving to Portland and Seattle were Balfour, Guthrie & Co., along with
two smaller British firms, Kerr, Gifford & Co. and Sibson, Quackenbush
[2, 23, 30, 42]. Two or three flour-milling concerns of local origin vied
with this small group of foreign firms for the largest share of the grain
trade from the Pacific Northwest until World War I, using the credit and
services they could extend as the chief means of attracting farm customers.
But it was the multinational firm, with direct contacts in the shipping
markets of the Baltic Exchange and the futures markets at Liverpool, as
well as superior influence in the corn trade associations at London and
Liverpool, which continued to shape the conduct of the West Coast grain
trade. They influenced the nature of the grading system, of contract
forms, and of handling methods, while dominating the mercantile orga-
nizations.

This record is quite different from the role of exporting firms in the
American grain trade east of the Rockies, where the mercantile institutional
influence of multinational trading firms was negligible. To be sure, there
was considerable attraction for foreign capital in the burgeoning grain
business of the Midwest, but that business had undergone a strong
indigenous development marked by the emergence of the elevator system,
with its associated grading systems and futures markets. A flurry of
investment activity in the late 1880s and early 1890s caused much comment,
since it involved the organization of such conglomerate enterprises as the
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Chicago & Northwest Granaries, Ltd., with Lord Seton-Karr as chairman,
and the independent firm of Chicago Grain Elevators, Ltd. Foreign
investments in railroads during the great ‘“‘Dakota Boom,” as well as in
wheat farms themselves in the Red River valley were no doubt linked to
the interest in the grain trade of many British businessmen. Equally striking
was the reorganization of Pillsbury-Washburn Co., Ltd., into a multi-
divisional flour-making concern that included among its subsidiaries several
line elevator companies and an exporting branch [10, 28]. Pillsbury’s chief
agent in the United Kingdom, William Klein & Sons, which had both
continental and British offices, were central figures in this short-lived
experiment in making a major American firm into a multinational cor-
poration. Yet none of these activities had any significant impact on the
structure, institutions, or conduct of the grain trade in the Midwest [3,
40].

Instead, the continuous elimination of mercantile intermediaries be-
tween British grain buyers and the suppliers deep in the American interior
strengthened the indigenous American grain exporting system. Between
the 1850s and about 1880, the interior trade had moved west with the
advancing wheat belt that extended by the 1870s from Ohio to the Red
River valley. The combination of trunk line railroads and Great Lakes-
Erie Canal shipping channeled the stream of surplus grains mostly to the
Atlantic ports. Improvements in transport linked together the various
intermediate markets between the western Great Lakes and the seaboard,
where a small group of New Yorkers had increasingly by-passed merchants
at Buffalo, Cleveland, and Toledo to dominate the trade by providing
essential credit and financing for western millers and traders. The two
outstanding innovators in this process were Jesse Hoyt and David Dows,
each by 1850 heading a prominent New York firm of “‘fobbers,” receivers
who brought grain from the west to deliver “‘free on board,” to the “c.i.f.”
trading exporters, who in turn sold to European buyers on the basis of
quotations that included cost, insurance, and freight charges. Dows was
probably the most reputable and largest receiver of western breadstuffs in
the nation by the 1860s. Hoyt almost matched him in the volume and
geographic spread of his business, having opened branches at Buffalo,
Chicago, and Milwaukee, where he served as the silent partner of Angus
Smith, who operated all the elevator warehouses in that Wisconsin port
and thereby dominated the city’s grain trade. Hoyt also was a major
partner in Chicago’s Munger, Wheeler & Co. which operated eight elevators
there in the 1870s, as well as the chief backer of a rather nervy young
Chicago warehouseman named Ira Y. Munn [17, 31].

By the late 1870s, however, new grain firms were reaching a larger
scale in the interior and dealing directly with foreign buyers. The Barnes
and Magill Elevator Co. owed much of its growth in the 1880s to the
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active partnership of David Dows, but went on to further expansion after
his death in 1890. Meanwhile, Bartlett, Frazier & Co., and William T.
Baker and his partners had been using their Chicago headquarters to
arrange for direct exports through bills of lading since the introduction
of that device about 1880. Several meat-packing firms also moved into
the grain trade on a large scale, including Joseph Rosenbaum and Sons
and Philip D. Armour. Following their example were the British-based
firms of Sawyer, Wallace & Co. and Fowler Brothers, Ltd., each with
Canadian as well as Liverpool connections. By the end of the century the
Peavey and Cargill firms, which had begun in the 1870s as modest line
elevator companies in Iowa and the Dakotas, were rapidly extending their
functions to include direct involvement in the grain export business. To
be sure, many of the older arrangements persisted, with several leading
British firms and such new large British millers as Spillers and Ranks
maintaining “‘correspondent’ relationships with American ‘‘fobbing” out-
fits until well into the twentieth century. Ross T. Smyth & Co., for example,
which succeeded the Rathbones in the Anglo-American trade, held fast to
such arrangements with Nye, Jenks and Gill & Fisher of Baltimore until
the 1930s [1, 5].

The influence of European grain firms operating across several national
boundaries had continued to grow in British mercantile institutions. By
the 1870s the Anglo-Greek firms were being challenged in various parts
of the world by French, Dutch, German, and other continental traders
who were moving directly into conducting business in grain cargoes on
London’s Baltic Exchange and along with new British entrants were joining
the newly formed London Corn Trade Association (LCTA). This cosmo-
politan institution had been formed to draw up uniform trading rules,
especially concerning the arbitration of disputes over quality of shipments
and the performance of delivery. The contract forms of the LCTA quickly
became standard throughout the international grain trade [9, 43]. Such a
firm as Louis Dreyfus et Cie., which began in Central Europe, moved into
the United Kingdom at the same time that it entered the southern Russian
trade during the late 1870s to become a dominant force there. The British
firm, Wm. H. Pim & Co., also moved into that part of the world and
frequently issued scrip as warehouse receipts that circulated widely in the
Black Sea ports and their hinterland. Samuel Sanday, who began his trading
career as director of a New York office for a London firm, struck out on
his own in the 1880s, concentrating mostly on the Bombay and Karachi
trade before enlarging his American operations after the turn of the
century. When World War I broke out, his firm became the largest operating
in the American grain export trade and served as purchasing agent for
the British government. Meanwhile, representatives of the Ralli and
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Dreyfus firms had been active in the New York market since the 1880s
[5, 26, 45].

British influence was profound enough on the conduct of trade in
newly opened grain-producing regions to shape the entire organization of
trade. For example, when Argentina rose to importance as an exporter in
the 1880s such firms as Rallis and the newly formed Bunge y Borne
requested assistance from the London Corn Trade Association in orga-
nizing a grain exchange and defining rules and contracts. William Goodwin
and John Hubback, two veterans of the Liverpool trade, went to Rio de
Janeiro and worked with the local traders as well as representatives of
foreign firms in drafting the first set of rules for the grain business there
[5, 19].

This kind of direct influence by the larger trading firms on newly
developing grain-growing areas such as India, Argentina, and Australia
has been increasingly regarded with suspicion since we have become aware
of what is now called dependency relationships. Nevertheless, those mul-
tinational trading firms had been, and still are, extraordinary risk-takers.
It was a rule of thumb among some of them in the early twentieth century
that if they could guess right about the future direction of market prices
for their grain cargoes seven times out of twelve, they would do well. On
the eve of World War I and in much of the interwar period, their profit
margins on total sales rarely exceeded an average of more than one or
two percent, though they were probably several multiples of that figure if
calculated as returns to invested capital [13, 14]. We do not know nearly
enough yet about the decline over time of marketing costs, of the spread
between farm gate prices and the final charges to processors and consumers
[46]. But it does seem clear that much of the improvement that did take
place was due to the self-interested efforts of traders who brought increasing
volumes of grain to western Europe from the far corners of the earth and
who in doing so created the nineteenth century’s best-organized interna-
tional commodity markets.

REFERENCES

1. Charles H. Baker, The Life and Character of William Taylor Baker (New York: Premier
Press, 1918).

2. Andrew Berglund, “The Wheat Situation in Washington,” Political Science Quarterly,
Vol. 24 (September 1909), pp. 489-503.

3. Otto Bshm, Die Kornhauser (Munchener Volkswirtschaftliche Studien, No. 26, 1898).

4. Bolton, Ogden papers, in Ogden, Ferguson Collection, New York Historical Society.

5. G. ]J. S. Broomhall and John H. Hubback, Corn Trade Memories: Recent and Remote
(Liverpool: Northern Publishing Co., 1930).

6. Norman Sydney Buck, The Development of the Organization of the Anglo-American Trade,
1800-1850 (New Haven: Yale University Press, 1925).

7. Richard Caves, “Organization, Scale and Performance in the Grain Trade,” Food
Research Institute Studies, Vol. 16, No. 3 (1977-1978).

91



8. 8. D. Chapman, “The International Houses: The Continental Contribution to British
Commerce, 1800-1860,” The Journal of European Economic History, Vol. 6 (Spring 1977), pp.
5-48.

9. C. Chattaway, ‘‘Arbitration in the Foreign Corn Trade in London,” Economic Journal,
Vol. 17 (September 1907), pp. 428-31.

10. Roger V. Clements, ““The Farmers’ Attitude toward British Investment in American
Industry,” The Journal of Economic History, Vol. 15 (1955), pp. 151-55.

11. Mark Collett Papers, Kent County Archives, Maidstone, England.

12. Nielson Chase Conklin, *“An Economic Analysis of the Pricing Efficiency and Market
Organization of the U. 8. Grain Export System,” U. S. General Accounting Office (GAO/
CED-82-61s) (Supplement to a Staff Study) 15 June 1982.

13. Joseph S. Davis, “‘Pacific Northwest Wheat Problems and the Export Subsidy,”
Wheat Studies (Stanford University, Food Research Institute), Vol. 10 (August 1934), pp.
361-69.

14. Paul de Hevesy, World Wheat Planning and Economic Planning in General (Oxford:
Oxford University Press, 1940).

15. Peter Drucker, Management: Tasks, Responsibilities, Practices, (New York: Harper &
Row, 1974).

16. Susan Fzirlie, ““Shipping in the Anglo-Russian Grain Trade, to 1870: Part One,”
Maritime History, Vol. 1, No. 2 (September 1971), pp. 1568-75.

17. William G. Ferris, “The Disgrace of Ira Munn,” Journal of the Illinois State Historical
Society, Vol. 68 (June 1975), pp. 202-12.

18. Joseph R. Freedman, “A London Merchant Banker in Anglo-American Trade and
Finance,” doctoral dissertation, University of London, 1969.

19. William Goodwin, Wheat Growing in the Argentine Republic (Liverpool: Northern
Publishing Co., 1895).

20. N. S. B. Gras, The Evolution of the English Corn Market from the Twelfth to the Eighteenth
Centuries (Cambridge, MA: Harvard University Press, 1915).

21. Patricia Herlihy, “Staple Trade and Urbanization in New Russia,” Jahrbiicher fiir
Geschichte Osteuropas, Neue Folge, Band 21 (1973), pp. 184-95.

22. Ralph W. Hidy, The House of Baring in American Trade and Finance: English Merchant
Bankers at Work, 1763-1861 (Cambridge, MA: Harvard University Press, 1949).

23. Dorothy D. Hirsch, “A Study of the Foreign Wheat Trade of Oregon, 1869-1887,”
Reed College Bulletin, Volume 31 (August 1953), pp. 47-85.

24. Wallis G. G. Hunt, Heirs of Great Adventure: A History of Balfour, Williamson and
Company (London: privately printed, 1951 and 196?), 2 Vols.

25. Frederick Huth & Co. papers, University College Depository, Egham, England.

26. Leo Jurowsky, Der russische getreideexport, seine entwicklung und organisation (Munchener
Volkswirtschaftliche Studien, No. 105, 1910).

27. John R. Killick, “Bolton, Ogden & Co.: A Case Study in Anglo-American Trade,
1790-1850,” The Business History Review, Vol. 48 (Winter 1974), pp. 501-19.

28. Larry A. McFarlane, “British Agricultural Investment in the Dakotas, 1877-1953,"
in Paul Uselding, ed. Papers Presented at the Twenty-Second Annual Meeting of the Business
History Conference, 12—13 March 1976, pp. 112-26.

29. Sheila Marriner, Rathbones of Liverpool, 1845-1873 (Liverpool University Press,
1961).

30. Donald W. Meinig, The Great Columbia Plain: A Historical Geography, 1805-1910
(Seattle: University of Washington Press, 1968).

31. Milwaukee Chamber of Commerce papers, State Historical Society of Wisconsin.

32. Dan Morgan, Merchants of Grain (New York: The Viking Press, 1979).

33. Morrison, Cryder & Co. papers, Guildhall Library, London.

92



34. Mancur Olson, “The United Kingdom and the World Market in Wheat and Other
Primary Products, 1870-1914," Explorations in Economic History, Vol. 11 (Summer 1974),
pp. 325-56.

35. Rodman W. Paul, “The Wheat Trade Between California and the United Kingdom,”
Mississippi Valley Historical Review, Vol. 45 (December 1958), pp. 391-412.

36. J. Richard Peet, “Influences of the British Market on Agriculture and Related
Economic Development in Europe before 1860,” Institute of British Geography, Transactions,
No. 56 (July 1972), pp. 1-19.

37. Edwin ]. Perkins, Financing Anglo-American Trade: The House of Brown, 1800-1880
(Cambridge, MA: Harvard University Press, 1975).

38. Rathbone family papers, Liverpool University.

39. Morton Rothstein, ‘““A British Firm on the American West Coast, 1869-1914," The
Business History Review, Vol. 37 (Winter 1963), pp. 392-415.

40. H. Schumacher, ““Die Getridehandel in den Vereinigten Staaten von Amerika und
Seine Organization,” Jahrbiicher fiir Nationalokonomie und Statistik, Vol. 65 (1895), pp. 361-92,
801-22.

41. Abbott Payson Usher, The History of the Grain Trade in France, 1400-1710, (Cambridge,
MA: Harvard University Press, 1913). )

42. John B. Watkins, Wheat Exporting from the Pacific Northwest (Pullman, WA: State
College of Washington, Agricultural Experiment Station, Bulletin No. 201, 1926).

43. Egerton R. Williams, “Thirty Years in the Grain Trade,” North American Review,
Vol. 161 (July 1895), pp. 25-33.

44. Jeffrey G. Williamson, “Greasing the Wheels of Sputtering Export Engines:
Midwestern Grains and American Growth,” Explorations in Economic History, Vol. 17 (July
1980), pp. 189-217.

45. Max Winters, Zur Organisation des sudriissischen Getreide-exporthandels (Leipzig: Duncker
& Humblot, 1905).

46. L. B. Zapoleon, “Internation and Domestic Commodities and the Theory of Prices,”
Quarterly Journal of Economics, Vol. 65 (May 1931), pp. 409-59.

93



