Start-up Nation? Slave Wealth and
Entrepreneurship in Civil War Maryland
FELIPE GONZÁLEZ, GUILLERMO MARSHALL,
AND SURESH NAIDU
Slave property rights yielded a source of collateral as well as a coerced labor
force. Using data from Dun and Bradstreet linked to the 1860 census and slave
VFKHGXOHV LQ 0DU\ODQG ZH ¿QG WKDW VODYHRZQHUV ZHUH PRUH OLNHO\ WR VWDUW
businesses prior to the uncompensated 1864 emancipation, even conditional on
total wealth and human capital, and this advantage disappears after emancipation.
:H DVVHVV D QXPEHU RI SRWHQWLDO H[SODQDWLRQV DQG ¿QG VXJJHVWLYH HYLGHQFH
that this is due to the superiority of slave wealth as a source of collateral for
credit rather than any advantage in production. The collateral dimension of
VODYH SURSHUW\ PDJQL¿HV LWV LPSRUWDQFH WR KLVWRULFDO $PHULFDQ HFRQRPLF
development.

S

ODYH SURSHUW\ ULJKWV ZHUH D NH\ LQVWLWXWLRQ LQ $PHULFDQ HFRQRPLF
development. The four million enslaved people at the beginning of
the Civil War were an unwilling workforce that made Southern agriculture the immensely lucrative and dynamic system that the Confederacy
VDFUL¿FHG PXFK WR GHIHQG :KHWKHU E\ JDQJ ODERU DQG SDFH RI ZRUN
or frictionless movement to new territories on the frontier, the advantages of slavery in Southern agriculture are well-documented (Fogel and
Engerman 1974; Wright 2006).
However, even as the bulk of the economics literature on slavery
has focused on slaves as an agricultural labor force, many of the other
FRQWULEXWLRQVRIVODYHSURSHUW\WR$PHULFDQHFRQRPLFGHYHORSPHQWKDYH
been neglected. This is despite the injunctions of prominent economic
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KLVWRULDQV*DYLQ:ULJKW S QRWHVWKDW³$QLPSRUWDQWFRPSRnent of planter mobility was the capacity to establish and maintain credit
relationships across long distances, arrangements ultimately based on
the asset value and liquid character of slave property.” Slaves were
¿QDQFLDO DVVHWV UHDGLO\ VROG RQ XELTXLWRXV DXFWLRQ PDUNHWV 7DGPDQ
1990), pledged as collateral for loans (Martin 2010), and used to settle
SD\PHQWV DQG GHEWV RYHU ORQJ GLVWDQFHV .LOERXUQH   6ODYHV DV
chattel property and not real estate, were exempt from entail laws that
VKLHOGHG DVVHWV IURP FUHGLWRUV LQ WKH HYHQW RI D GHIDXOW 3ULHVW  
Given the presence of relatively more liquid markets in slave assets, slave
ZHDOWK FRXOG KDYH DOORZHG DFFHVV WR ¿QDQFH RQ EHWWHU WHUPV WKDQ UHDO
estate or other major types of wealth present in the antebellum Southern
economy, facilitating business startup. This article examines this role
of slave wealth in business formation in Maryland during the Civil
War, using the 1864 uncompensated abolition as a shock to slaveowner
wealth.
:H ¿QG WKDW  VODYH ZHDOWK FRQGLWLRQDO RQ WRWDO ZHDOWK ZDV
VLJQL¿FDQWO\ FRUUHODWHG ZLWK EXVLQHVV IRUPDWLRQ LQ 0DU\ODQG EHWZHHQ
1860 and 1863, and this relationship disappeared following the 1864
constitutional abolition. While there are a number of explanations for
this, we use historical evidence together with economic theory to assess
YDULRXVFRPSHWLQJDFFRXQWV:H¿QGHYLGHQFHWKDWWKLVZDVGXHWRWKH
high quality of slave wealth as collateral, rather than any advantage
LQ SURGXFWLRQ DQG WKLV LV FRQ¿UPHG LQ VSHFL¿FDWLRQV WKDW IRFXV RQ WKH
fraction of wealth held in enslaved people. We discuss a simple model
showing that the collateral channel affected business formation, while
the cost of production channel affected both business formation and busiQHVVGHVWUXFWLRQ&RQVLVWHQWZLWKWKLVZH¿QGWKDWWKHUHZDVQRHIIHFWRI
abolition on differential destruction of businesses owned by slaveowners.
We present qualitative evidence that the slave rental market was active
through 1864, and that wages did not abruptly change with abolition,
further suggesting that there was little productive advantage conferred
by slave ownership in Maryland. We see that slaveowners had an advantage in starting businesses even in non-agricultural, urban sectors, which
were much less slave-intensive in production, and take this as further
HYLGHQFHRI WKH¿QDQFLDOFKDQQHO,QGHHGZH VHH WKHODUJHVWHIIHFWVLQ
the merchant sector, which was particularly credit dependent and where
enslaved people were unlikely to confer much productive advantage.
,Q VXP RXU DUWLFOH SURYLGHV HYLGHQFH RI D FUHGLW PDUNHW DGYDQWDJH IRU
$PHULFDQVODYHSURSHUW\KROGHUV

Slave Wealth/Entrepreneurship in Civil War Maryland 
The importance of wealth and liquidity for entrepreneurship is well
documented in both developed and developing economies.1 However,
little of this literature has considered differences in the composition
RI ZHDOWK DOWKRXJK &KDUOHV : &DORPLULV HW DO   DQG 0XULOOR
&DPSHOORDQG0DXULFLR/DUUDLQ  DUHUHFHQWH[FHSWLRQV$FRPPRQ
VRXUFH RI LGHQWL¿FDWLRQ LV H[RJHQRXV KRXVLQJ SULFH VKRFNV +XUVW DQG
/XVDUGL)DLUOLHDQG.UDVKLQVN\ DVZHOODVLQKHULWDQFHVRU
cash windfalls. These types of wealth differ in their liquidity, which may
affect their ability to be pledged as collateral to obtain start-up funding.
We take advantage of one of the largest destructions of wealth in U.S.
history, abolition of slavery, to obtain estimates not only of the effect of
wealth, but also its composition, on business formation.
$UHFHQWTXDOLWDWLYHOLWHUDWXUHLQYHVWLJDWHVWKHUROHRIVODYHVLQ¿QDQFLDO
FRQWUDFWV5LFKDUG.LOERXUQH¶V³'HEW,QYHVWPHQW6ODYHV´LVSHUKDSVWKH
most detailed monograph on credit networks in the slave economy. He
shows that slaves were extensively deployed in credit market relationships. By inspecting credit relations in East Feliciana Parish in the nineWHHQWKFHQWXU\.LOERXUQH¿QGVWKDWVODYHVZHUHVROGIRUFDVKZKLOHODQG
was sold on credit, and this fact made slaves much more liquid and thus
preferred as collateral. Kilbourne concludes that “The liquidity evident
in the slave market at all times dwarfed that of the land market...the slave
market accounted for almost 80 percent of the total cash market for both
ODQGDQGVODYHV´ S 
Historians have suggested that these credit relationships were imporWDQW WR WKH IXQFWLRQLQJ RI WKH ODUJHU 6RXWKHUQ DQG HYHQ WKH $WODQWLF
economy. Walter Johnson (2013) discusses the chains of credit that linked
Mississippi planters to cotton factors in New Orleans, who in turn relied
RQ FUHGLW IURP 1HZ <RUN EDQNHUV DQG /LYHUSRRO PHUFKDQWV2 Bonnie
Martin (2010) shows, using a sample of mortgages, that the money raised
E\VODYHVPRUWJDJHGLQ/RXLVLDQD6RXWK&DUROLQDDQG9LUJLQLDZDVRIWHQ
larger than the amount raised on the non-slave mortgages. Martin reports
WKDWDQGSHUFHQWRIIXQGVUDLVHGYLDPRUWJDJHVLQ/RXLVLDQD
South Carolina, and Virginia, respectively, in the national era were raised
1
 6HH DOVR (YDQV DQG -RYDQRYLF   (YDQV DQG /HLJKWRQ   0H\HU   +ROW]
(DNLQ-RXOIDLDQDQG5RVHQ  /LQGKDQG2KOVVRQ  %ODQFKÀRZHUDQG2VZDOG  
)DLUOLH  +ROW](DNLQDQG5RVHQ  /LQGKDQG2KOVVRQ  'XQQDQG+ROW](DNLQ
(2000), Johansson (2000), Taylor (2001), Zissimopolous and Karoly (2007), and Nykvist (2008).
2
For example, the 1837 Financial register wrote “Everyone knows that the cotton planters
of the Southwestern states procure large supplies of clothing for their slaves, of every article
required for their own consumption, upon credit from neighboring merchants in anticipation of
next year’s crop.” See Johnson (2013, p. 261).
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with slave mortgages. But quantitative estimates of the effect of slave
wealth on business formation have been absent.
The liquidity of the slave market throughout the South is also well
documented. Michael Tadman (1990) shows that the speculative market
for slaves was extremely active, with planters regularly selling their slaves
to traders at local auctions. Slave traders, acting as speculators and arbitraging price differences, helped maintain liquidity in the slave markets.
$ODUJHOLWHUDWXUHKDVH[SORUHGWRZKDWH[WHQWWKHLQWHUVWDWHWUDQVSRUWRI
slaves was conducted by traders (rather than slaveowner migration). The
recent literature concludes that this number is high, with Tadman (1990),
-RQDWKDQ%3ULWFKHWW  6WHYHQ'H\OH  DQG5LFKDUG6WHFNHO
DQG1LFRODV/=LHEDUWK  DOOGRFXPHQWLQJWKDWEHWZHHQDQG
percent of interstate slave movements was due to traders. The liquidity
RIWKHPDUNHWLVDOVRVXSSRUWHGE\RWKHU¿QDQFLDOLQVWUXPHQWVWKDWXQGHUwrote slave property rights, such as insurance contracts and warranties.
,QVXUDQFHFRQWUDFWVDOORZHGVODYHRZQHUVWRKHGJHDJDLQVWVODYHLOOQHVVHV
DQGGHDWK 0XUSK\ DQGWHQGHGWREHXVHGPRUHE\LQGXVWULDODQG
XUEDQVODYHRZQHUV /HY\ :DUUDQWLHVIRUVODYHGHIHFWV :DKO 
mitigated, although likely did not eliminate, adverse selection problems
in the slave market (Greenwald and Glasspiegel 1982). One curious case
LQ/\QFKEXUJ9$LQYROYHVDVODYH%XUZHOOJLYHQWKHSRZHURIDWWRUQH\
WR PRUWJDJH KLPVHOI IRU  NHHS  DQG IRUZDUG WKH UHVW RI WKH
money to his master.
This modern understanding of slavery as a sophisticated system of propHUW\ ULJKWV DQG ¿QDQFLDO FRQWUDFWV FRQWUDVWV ZLWK DQ ROGHU OLWHUDWXUH WKDW
held that slaveowners were less likely to pursue modern business activities. But the implication that slaves could be a source of collateral would
QRW EH VXUSULVLQJ WR HFRQRPLVWV $ ZHOONQRZQ DUJXPHQW E\ +HUQDQGR
De Soto (2003), held that formal property rights in land were important for transforming informal assets into sources of collateral. Timothy
Besley and Maitreesh Ghatak (2010) provide a comprehensive model and
a survey of the literature on property rights and development, and this
particular effect of secure property rights has received mixed empirical
FRQ¿UPDWLRQ6HEDVWLDQ*DOLDQLDQG(UQHVWR6FKDUJURGVN\  ¿QGQR
HIIHFWVRIVTXDWWHUWLWOLQJRQFUHGLWDFFHVVLQ$UJHQWLQDDQG(ULFD)LHOGDQG
0D[LPR7RUHUR  ¿QGWKDWSURSHUW\ULJKWVLQ3HUXOHGWRLQFUHDVHG
public sector credit, but no increase in private sector credit. Slavery, by
giving formal title to other people’s labor, allowed human bodies to be
pledged as collateral, which should allow slaveowners access to capital
for many different kinds of activities, not just those involving slave labor.
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Slavery, Credit, and Abolition in Maryland
By 1860, Maryland was the archetypical “middle ground” (Fields
1984). The northern part of the state was urban, industrialized, and overwhelmingly free. Baltimore had just over 2,000 slaveowners and almost
VODYHVLQZLWKVODYHRZQHUVURXJKO\SHUFHQWRILWVSRSXODtion. Southern Maryland and the Chesapeake area, however, were still
YHU\PXFKVODYHFRXQWU\DQGVODYHRZQHUVH[HUWHGLQÀXHQFHZHOOEH\RQG
their share of the state’s economic activity (Fields 1984). Politically and
socially, Maryland’s holders of human property exercised substantial
VZD\ RYHU SROLWLFV SDVVLQJ DQ  FRQVWLWXWLRQ WKDW WRRN WKH ULJKW RI
abolition out of legislative jurisdiction. Rural Maryland elites took full
advantage of the inclusion of slaves in the legislature seat allocation3 and
the territorial allocation of the state senate to dominate Baltimore and
the North politically. One symptom of this was that slave values were
capped at $400 for the purpose of tax assessment, giving a tax advanWDJHWRVODYHDVVHWVUHODWLYHWRODQGDQGRWKHUIRUPVRISURSHUW\$VZH
will see, the political defense of slave property was not purely ideologLFDO'HVSLWHWKHLUUHODWLYHO\VPDOOKROGLQJVDQGORZDJULFXOWXUDOSUR¿WV
0DU\ODQG VODYHRZQHUV EHQH¿WHG IURP WKHLU SURSHUW\ YLD WKH H[WHQVLYH
slave markets and contracts available.4
The total value of Maryland slaves at the time of emancipation was
roughly 30 million dollars, a relatively small fraction (just over 7 percent)
of total state wealth in 1860. However, the sale market for slaves was
quite active. William Calderhead (1972) documents roughly one sale
for every 10 slaves between 1830 and 1840 in slaveholding Maryland
FRXQWLHV0D[/*ULYQR  ZULWHVRIWKHQDWLRQDOGHPDQGIRUVODYHV
VXEVWLWXWLQJ IRU ZHDN ORFDO GHPDQG ³%\ WKH V VODYH SULFHV LQ
QRUWKHUQ0DU\ODQGZHUHODUJHO\XQGHUZULWWHQE\WKHLQWHUVWDWHWUDGH´³$
prime able-bodied slave is worth three times as much to the cotton or
sugar planter as to the Maryland agriculturalist,” observed the Frederick
Examiner QHZVSDSHU LQ 1RYHPEHU  $QG LW ZDV REVHUYHG WKDW
“The principal interest of the Maryland slaveowner is . . . production for
the southern market; for if that demand were cut off, the value of this
property would depreciate from sixty to seventy percent” (Grivno 2007,
S 
Maryland apportioned seats in the state legislature counting slaves as full citizens, not three¿IWKVIRUWKHSXUSRVHRIUHSUHVHQWDWLRQ
4
Besides lifetime slaves, Maryland also had free blacks on indentured labor contracts (Morris
 DQG³WHUPVODYHV´ZKRZHUHRZQHGDQGWUDGHGXQWLOD¿[HGDJHRUGDWH
3
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,PSRUWDQWO\IRURXUDQDO\VLVVODYHRZQHUVKLSZDVQRWDSUHUHTXLVLWHIRU
XVLQJVODYHODERU$V%DUEDUD)LHOGVZULWHV³7KHVPDOOVL]HRIKROGLQJVLQ
Maryland combined with the variability of labor requirements, especially
on the part of urban employers and farmers engaged in mixed or cereal
agriculture, to make slave hiring a ubiquitous phenomenon, much more
common than sale” (1984, p. 27). The active slave rental market, together
with its relatively sophisticated economy, make Maryland an ideal locaWLRQWRVWXG\WKH¿QDQFLDOGLPHQVLRQRIVODYHU\6ODYHRZQHUVKLSGLGQRW
QHFHVVDULO\IRUFHRQHWRHQJDJHLQVODYHLQWHQVLYHDFWLYLWLHV,QVWHDGRQH
could pledge a slave as collateral for a loan, use the loan to start a business that did not use slave labor, and then rent out the slave for additional
income. But slave ownership in the presence of thick rental and resale
markets could facilitate a wide variety of business activities potentially
far removed from slave labor. Even in the relatively advanced urban
economy of Baltimore, slaveowners, while relatively few in number, had
an advantage in starting businesses in the pre-1864 period.
The abolition of slavery in Maryland was idiosyncratic as well. The state
DVDZKROHZDVTXLWHDQWLDEROLWLRQYRWLQJOHVVWKDQSHUFHQWIRU/LQFROQ
and refusing even compensated emancipation in 1862. However, as a
result of this neutrality, Maryland was exempted from the Emancipation
SURFODPDWLRQRI,QVWHDGWKHUHZDVDUHIHUHQGXPRQDQHZFRQVWLtution in late 1864 to determine whether slavery would continue in the
state. This referendum was quite close, with the constitution passing by
OHVVWKDQSHUFHQWRIWKHYRWH,QDGGLWLRQDIHZPRQWKVEHIRUHWKHUHIHUendum, the war department allowed all slaves to enlist, emancipating
those that did. This, as much as the new constitution, destroyed slavery in
0DU\ODQG,QWKH2QOLQH$SSHQGL[ZHVKRZHYLGHQFHWKDW0DU\ODQGZDV
relatively optimistic about the value of slave wealth from slave purchase
prices paid by Maryland participants in the New Orleans slave market.
%$&.*5281'$1''$7$

Credit Market and Reports
Our main data source are credit reports from the R.G. Dun & Company
Collection (R.D. Collection, Harvard Business vols. 2, 7, 8, and 9). These
reports were prepared by local attorneys who were instructed to “record
all facts that come to your knowledge, of persons changing their business, failing, moving away, new partnerships, etc.,... The name of every
trader in your district should be reported, with all necessary particulars,
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whether they have ever purchased in this city or not” /HZLV 7DSSDQ
circular, 20 December [1842]) (Olegario, 2006).
Using these reports, we measure business formation in Maryland.
Throughout the article we refer to individuals mentioned in these reports
as “entrepreneurs” or “business owners.”6 We focused on entrepreneurs
ZLWKD¿UVWUHSRUWEHWZHHQ-DQXDU\DQG'HFHPEHU)ROORZLQJ
WKHDJHQF\¶VJXLGHOLQHVZHLQWHUSUHWWKHGDWHRI¿UVWUHSRUWDVWKHGDWH
ZKHQ WKH DJHQF\ LGHQWL¿HG D QHZ EXVLQHVV 7KH DJHQF\ WUDFNHG HQWUHpreneurs approximately twice a year, although less frequently during the
Civil War, until the entrepreneurs went out of business. Similarly, we
interpret the date of last report as a measure of business exit.7
7KHUH ZHUH D WRWDO RI  HQWUHSUHQHXUV ZKR FUHDWHG D EXVLQHVV
EHWZHHQDQGLQ0DU\ODQG7KHVHHQWUHSUHQHXUVSURGXFHGDQG
sold a variety of goods, including fancy goods, groceries, and dry goods.
)LJXUH  SUHVHQWV DQ H[DPSOH RI D UHSRUW LQFOXGHG LQ RXU ¿QDO GDWDVHW
From the reports, we collected the (1) name of entrepreneur, (2) year and
PRQWKRI¿UVWUHFRUG  \HDUDQGPRQWKRIODVWUHSRUW  FRXQW\DQG
 DFWLYLW\ HJIDQF\JRRGV 
To expand our information about these entrepreneurs, we searched
IRU WKHVH  LQGLYLGXDOV LQ WKH  86 3RSXODWLRQ &HQVXV DQG
found 620 of them. From the 1860 U.S. Population Census, we obtained
each entrepreneur’s year and place of birth, sex, race, literacy, county
of residency, and the value of personal and real estate. We also use the
,3806SHUFHQWVDPSOHRIWKH863RSXODWLRQ&HQVXV 5XJJOHV
et al. 2010) as a comparison group of individuals who did not appear in
the credit reports. More about the data construction process, including
comparisons with other data to check selection, can be found in the Online
$SSHQGL[

 $V /HZLV 7DSSDQ VDLG ³D µJRRG FROOHFWLQJ¶ DWWRUQH\ ZRXOG EH VHOHFWHG LQ HDFK FRXQW\ WR
UHSRUW RQ ORFDO HQWUHSUHQHXUV ZKR YLVLWHG 1HZ <RUN WR SXUFKDVH JRRGV 7KH DWWRUQH\ ZRXOG
assess each storekeeper’s character, habits, business capacity, and capital, would gather other
SHUWLQHQWLQIRUPDWLRQDQGZRXOGUHYLVHKLVUHSRUWHYHU\VL[PRQWKV,QUHWXUQKHZRXOGKDQGOH
all subscribers’ debt collections in his district” (Norris 1978). Further information about the
history of R.G. Dun & Company can be found in Norris (1978). Further information about credit
UHSRUWLQJDJHQFLHVLQWKHQLQHWHHQWKFHQWXU\FDQEHIRXQGLQ0DGLVRQ  DQGDERXW/HZLV
Tappan in Wyatt-Brown (1966).
6
 $V VWDWHG E\ 0DGLVRQ   7DSSDQ¶V LGHD ZDV WR FUHDWH ³D QDWLRQDO DJHQF\ WKDW ZRXOG
gather information on potential seekers of credit and disseminate the data to wholesalers and
others extending credit” (our italics). Some of these entrepreneurs are merchants, and we will
exploit this fact in the results section.
7
%UHQQHFNH  SURYLGHVPRUHLQIRUPDWLRQDERXW$QWHEHOOXP86FUHGLWPDUNHWVDQGWKH
LQIRUPDWLRQLVVXHVDVVRFLDWHGZLWKLW7KHDXWKRUXVHVWKH0HUFDQWLOH$JHQF\UHFRUGVIRU1HZ
Orleans.
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FIGURE 1
REPORTS
Notes:7KLVLVDFUHGLWUHSRUWIRU6WHSKHQ/%LUGFODVVL¿HGDVVODYHRZQHULQZKRRZQHG
DGU\JRRGVVWRUHLQ%DOWLPRUH+LV¿UVWUHSRUWLVIURP6HSWHPEHURIDQGKLVODVWUHSRUWLV
from September of 1870.
Source:0DU\ODQG9ROVDQG5*'XQ &RPSDQ\&ROOHFWLRQ%RVWRQ0$%DNHU
/LEUDU\+LVWRULFDO&ROOHFWLRQV+DUYDUG%XVLQHVV6FKRROQRGDWH

Finally, we use the 1860 U.S. Federal Census Slave Schedules to obtain
information about the number of slaves owned by each individual in
IRUERWKHQWUHSUHQHXUVDQGWKH,3806VDPSOHLQ0DU\ODQG8VLQJ
the Slaves Schedules, we are able to separate the slave wealth part of the
personal estate value from the non-slave personal wealth. We calculate
VODYHZHDOWKE\PXOWLSO\LQJWKHQXPEHURIVODYHVE\ZKLFKLVWKH
DYHUDJHDSSUDLVHGYDOXHRID\HDUROGPDOHVODYHLQXVLQJGDWD
IURP 5REHUW : )RJHO DQG 6WDQOH\ / (QJHUPDQ   :KHQ XVLQJ
average sale price instead of average appraised value, or using the New
Orleans slave sale prices (even restricted to Maryland sellers and buyers)
in Calomiris and Jonathan Pritchett (2016), all results remain qualitatively unchanged.
,QRXUDQDO\VLVZHUHVWULFWDWWHQWLRQWRZKLWHPDOHVEHWZHHQDQG
89 years old without missing data for the covariates that we use in our
HPSLULFDODQDO\VLV7KLVJLYHVXVDVDPSOHRIHQWUHSUHQHXUVDPRQJ
ZKLFK aSHUFHQW DUHFODVVL¿HGDVVODYHRZQHUV
Descriptive Statistics
,Q 7DEOH  ZH SUHVHQW GHVFULSWLYH VWDWLVWLFV IRU WKH WZR VDPSOHV RI
LQWHUHVW  WKH0DU\ODQG,3806VDPSOHDQG  RXUVDPSOHRIHQWUHpreneurs. We present the mean and standard deviation of observable
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TABLE 1
'(6&5,37,9(67$7,67,&6
Maryland Entrepreneurs
(1)
(2)

Difference
(2)–(1)

Entrepreneurs by
Slave-ownership

Wealth
 /RJSHUVRQDOZHDOWK


(0.08)


(0.16)

3.12***
(0.18)

–0.38


 /RJUHDOHVWDWHZHDOWK

1.73
(0.08)

3.43
(0.19)

1.70***
(0.21)

2.31***
(0.60)

 /RJVODYHZHDOWK

0.34
(0.04)

1.04
(0.12)

0.69***
(0.12)

—

 ,QGLFDWRUIRUZHDOWK


(0.01)


(0.02)

–0.32***
(0.02)

0.09
(0.06)

 ,QGLFDWRUIRUZHDOWKѮ [200,1700)

0.28
(0.01)

0.23
(0.02)

±
(0.02)

–0.23***
(0.03)

 ,QGLFDWRUIRUZHDOWKѮ [1700,10000)

0.10
(0.01)

0.28
(0.02)

0.18***
(0.02)

–0.03
(0.06)

 ,QGLFDWRUIRUZHDOWK


(0.01)

0.24
(0.02)

0.19***
(0.02)

0.17***
(0.06)

 ,QGLFDWRUIRUVODYHRZQHUV

0.04
(0.01)

0.13
(0.01)

0.09***
(0.02)

—

0.04
(0.01)

0.08
(0.01)

0.04***
(0.01)

—

 ,QGLFDWRUIRULOOLWHUDF\

0.06
(0.01)

0.01
(0.01)

±
(0.01)

0.01
(0.01)

 $JH

33.08
(0.37)

38.44
(0.49)


(0.62)

3.3***
(1.4)

 ,QGLFDWRU%DOWLPRUH

0.44
(0.01)

0.79
(0.02)


(0.02)

–0.22***
(0.06)

 ,QGLFDWRUDJUREXVLQHVV


(0.01)

0.04
(0.01)

–0.21***
(0.01)

0.02
(0.03)

Merchant


(0.01)


(0.02)

0.31***
(0.03)

0.11
(0.07)

 ,QGLYLGXDOV





2,080



Fraction slave wealth
Human capital

Subsamples

Notes: 0DU\ODQG UHSUHVHQWDWLYH VDPSOH IURP ,3806  SHUFHQW VDPSOH (QWUHSUHQHXUV LV RXU
construction from the R.G. Dun & Company Collection. Slave wealth was calculated using the
QXPEHURIVODYHVDQGWKHDSSUDLVHGYDOXH  RID\HDUROGPDOHVODYHLQ0DU\ODQGLQ
 )RJHODQG(QJHUPDQ 7KHWKUHVKROGVIRUWKHZHDOWKLQGLFDWRUVDUHWKHthth,
and 90th percentiles of the empirical distribution of total wealth. Standard errors are reported in
SDUHQWKHVHV6LJQL¿FDQFHOHYHO
p < 0.01, ** p <  p < 0.1.
Source$XWKRUV¶FDOFXODWLRQV
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variables that we will use throughout the empirical analysis, as well as a
FROXPQZLWKWKHVWDWLVWLFDOGLIIHUHQFHEHWZHHQERWKVDPSOHV,QWKH¿QDO
FROXPQZHVKRZWKHFRHI¿FLHQWRQVODYHRZQHULQDELYDULDWHUHJUHVVLRQ
within the sample of entrepreneurs.
,Q WKH XSSHU SDQHO ZH SUHVHQW PHDVXUHV RI ZHDOWK LQFOXGLQJ WKUHH
YDULDEOHVRIVODYHZHDOWKDQLQGLFDWRUIXQFWLRQWKDWWDNHVWKHYDOXHRIRQH
LIWKHLQGLYLGXDOLVFODVVL¿HGDVDVODYHRZQHULQWKHORJDULWKPRI
slave wealth, and share of slave wealth over personal wealth.8 Our theoretical framework and the ability to perform robustness checks motivate
us to use three slave wealth variables throughout the analysis.9
,QWKHPLGGOHSDQHOZHSUHVHQWWZRPHDVXUHVRIKXPDQFDSLWDODQLQGLcator for illiteracy and age. Following the literature on self-employment
and credit access, we use an individual’s total wealth and human capital
DVFRQWUROYDULDEOHVLQRXUPDLQUHJUHVVLRQV$QH[WHQVLYHOLWHUDWXUHKDV
documented the effect of an individual’s wealth and human capital on the
likelihood of starting a business and gaining access to credit. The theoretical framework we present later also takes into account these intuitive
¿QGLQJV%\LQFOXGLQJWKHVHYDULDEOHVDVFRQWUROVLQWKHVXEVHTXHQWDQDOysis, we assure a comparison between individuals with similar wealth
and human capital levels.
7KH¿QDOWKUHHYDULDEOHV %DOWLPRUHDJUREXVLQHVVPHUFKDQW PHDVXUH
geographic and sectoral composition of the different samples. These variables will be used as controls as well as to perform sub-sample analyses
that inform us about the role of slave wealth on business formation in
non-slave intensive sectors of the economy.
Table 1 shows some expected patterns. Entrepreneurs are on average
richer, have higher human capital, are more likely to be located in
Baltimore, tend to work relatively more in non-agricultural sectors, and
KDOIRIWKHPDUHPHUFKDQWV ZKLOHSHUFHQWRIWKH,3806VDPSOHLV
merchants). The table also shows that approximately 4 percent of the
0DU\ODQG,3806VDPSOHLVFODVVL¿HGDVVODYHRZQHUZKLOHSHUFHQWRI
entrepreneurs are in this category. For comparison with historical accounts
RI0DU\ODQGLWLVXVHIXOWRGLVFXVVDEVROXWHQXPEHUV$WRWDORILQGLYLGXDOVLQWKH0DU\ODQG,3806VDPSOHDUHFODVVL¿HGDVVODYHRZQHU$Q
DYHUDJHVODYHRZQHULQWKLVVDPSOHKDGVODYHV PHGLDQRI $WRWDO
RIHQWUHSUHQHXUVRQWKHRWKHUKDQGDUHFODVVL¿HGDVVODYHRZQHUV$Q
DYHUDJH VODYHRZQHU HQWUHSUHQHXU KDG  VODYHV PHGLDQ RI   7KHVH
8
0RUHVSHFL¿FDOO\ZHXVHORJ ZHDOWKPHDVXUH DVPDQ\LQGLYLGXDOVKDYHUHFRUGHGYDOXHV
of zero for the different wealth measures.
9
,QSDUWLFXODUXVLQJWKHVHWKUHHYDULDEOHVSURYLGHVDFOHDUOLQNEHWZHHQWKHSUHGLFWLRQVRIWKH
model and the empirical results.
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FIGURE 2
/2&$7,212)(175(35(1(856$1'6/$9(6
Notes: This map shows the location of slaveowner (triangle) and non-slaveowner (circle)
HQWUHSUHQHXUV LQ RXU GDWDVHW 7KH VL]H RI WULDQJOHVFLUFOHV UHSUHVHQW WKH UHODWLYH QXPEHU RI
entrepreneurs. Most entrepreneurs (approximately 80 percent) are located in Baltimore (marked
ZLWKDVWDUV\PERO ,QDGGLWLRQFRXQWLHVZLWKGDUNHUFRORUVKDGPRUHVODYHVWKDQFRXQWLHVZLWK
lighter colors. The source for the number of slaves is the 1860 Slave Schedules.
Source:$XWKRUV¶FDOFXODWLRQV

numbers imply that a total of 621 slaves are implicitly included in our
dataset, around 12 percent of all slaves located in Baltimore, as measured
by the 1860 Slave Schedules. Slaveowner entrepreneurs are older, likelier to have more real estate wealth, less likely to be in the lowest wealth
bin, and more likely to be in the highest wealth bin. Slaveowner entreSUHQHXUVDUHDOVROHVVOLNHO\WROLYHLQ%DOWLPRUH*LYHQWKHVHVLJQL¿FDQW
differences between slaveowner and non-slaveowner entrepreneurs, we
control for all these variables in our empirical analysis in order to isolate
the effect of slave wealth.
$QRWKHULPSRUWDQWDVSHFWRIRXUGDWDVHWLVWKDWWKHPDMRULW\RIHQWUHSUHQHXUVDUHORFDWHGLQ%DOWLPRUHWKHHFRQRPLFDQG¿QDQFLDOFHQWHURI
Maryland. To offer a sense of their spatial distribution, and their relationship to the overall state slave-economy, Figure 2 presents a map of counties in 1860 Maryland, with the total number of slaves, and the spatial
distribution of slaveowner and non-slaveowner entrepreneurs.10 This map
clearly shows that most of our entrepreneurs are located in the northern
part of the state, a pattern that is similar for both slaveowners and nonslaveowners in our sample.
10
 $V ZH GR QRW KDYH WKH H[DFW ORFDWLRQ RI PRVW HQWUHSUHQHXUV ZH VLPSO\ ORFDWH WKHP LQ
approximately the centroid of each county for presentation purposes.
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FIGURE 3
%86,1(66(175<$1'(;,7
Notes8SSHUSDQHOVVKRZWKHIUDFWLRQRIEXVLQHVVHVWKDWHQWHUHGEHWZHHQDQG/RZHU
panels show the fraction of businesses that exited between 1860 and 1890. The total number of
EXVLQHVVHVLQRXUGDWDVHWLV
Source$XWKRUV¶FDOFXODWLRQV

)LQDOO\)LJXUHVKRZVWKHGLVWULEXWLRQRIWKHGDWHVRI¿UVW HQWU\ DQG
last (exit) reports. The y-axis shows the number of entrepreneurs with
D ¿UVWODVW UHSRUW LQ WKH GDWH VSHFL¿HG LQ WKH x-axis. Overall, there is a
decline in entry after the beginning of the war (1861) and a subsequent
LQFUHDVHDWWKHHQGRILW  IRUERWKVODYHRZQHUVDQGQRQVODYHowners, highlighting the importance of the difference relative to overall
time effects. We will discuss how the Civil War affects our analysis in
the results section, and we already discussed how the slave market did not
FROODSVHGXULQJWKLVWLPHSHULRG,QDGGLWLRQLQWKH2QOLQH$SSHQGL[ZH
VKRZWKDWWKHQRPLQDOYDOXHRIVODYHVDOHVGLGQRWGHFUHDVHVLJQL¿FDQWO\
before 1864, suggesting that the slave market was still quite active, and
FORVHE\PDUNHWVVXFKDVWKHRQHLQ$OH[DQGULDZHUHVWLOORSHUDWLQJ7KH
high slave price might be surprising if slaveowners anticipated emancipation without compensation. Calomiris and Pritchett (2016) show,
however, that while slave prices in New Orleans fell in anticipation of
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war, the fall was not heterogeneous by slave age and gender, suggesting
that this was not due to fear of emancipation in particular so much as fear
of war in general. Consistent with this, we would expect to see less of a
fall in border states that anticipated not seceding, as shown in the Online
$SSHQGL[)LJXUH$ZKLFKXVHVWKH&DORPLULVDQG3ULWFKHWWGDWD7KH
¿JXUHVKRZVWKDWSULFHVIRUEX\HUVLQWKHERUGHUVWDWHVGRQRWVHHPWRIDOO
LQZKLOHSULFHVIRUVODYHVDOHVWRRWKHUVWDWHVGR$VZHREVHUYHD
VLJQL¿FDQWQXPEHURI¿UVWUHSRUWVDIWHUDEROLWLRQRIVODYHU\WKLVVDPSOH
VHUYHVDVDJRRGIDOVL¿FDWLRQH[HUFLVHZKLFKZHGLVFXVVLQWKHHPSLULFDO
IUDPHZRUN VHFWLRQ 3DQHO % LV WKH DQDORJXH RI 3DQHO $ XVLQJ WKH ODVW
LQVWHDGRIWKH¿UVW UHSRUW7KHYDVWPDMRULW\RIH[LWRFFXUVDIWHUDEROLtion of slavery, and we can actually observe a spike in exit a couple of
months after this event. We will use this time variation later on to inform
us about mechanisms at work.
7+(25(7,&$/)5$0(:25.

,QWKLVVHFWLRQZHGLVFXVVDVLPSOHPRGHOWKDWLVSUHVHQWHGLQGHWDLOLQ
WKH2QOLQH$SSHQGL[7KHPRGHOLQFOXGHVWZRVHWVRIDJHQWV  HQWUHSUHQHXUVVHHNLQJVWDUWXSIXQGLQJDQG  VXSSOLHUVRUOHQGHUV$QHQWUHpreneur can be either a slaveowner or a non-slaveowner. Slave wealth is
DOORZHGWRSOD\WZRGLIIHUHQWUROHV  VODYHRZQHUVFRXOGKDYHDUHODtive advantage in using coercion to increase slave productivity (as in
$FHPRJOXDQG:ROLW]N\  ZKLFKZHFDOOWKH³FRVWRISURGXFWLRQ´
channel) and (2) suppliers could prefer slave wealth over other pledgeable
assets (e.g., land) due to its higher liquidity (the “collateral” channel).
There is a large literature studying how asset liquidity (or redeployability
or market tightness) affects the terms of a loan (Williamson 1988; Hart
and Moore 1994; Shleifer and Vishny 1992), arguing that loan conditions (e.g., maturity, debt-to-value, promised debt yield) improve with
the liquidity of the collateral asset. Efraim Benmelech, Mark J. Garmaise,
DQG7RELDV-0RVNRZLW]  SURYLGHHYLGHQFHIURPWKHFRPPHUFLDO
real estate market that supports these predictions. We examine how business entry and exit decisions are affected when either or both of these
channels are active.
,Q WKH PRGHO HQWUHSUHQHXUV PXVW H[HUW HIIRUW LH FRPSOHWH ODERU
tasks) for their businesses to be successful. Because exerting effort is
FRVWO\WKHORDQFRQWUDFWPXVWSURYLGHHQWUHSUHQHXUVZLWKVXI¿FLHQWLQFHQtives to exert effort. Namely, the loan contract must allow entrepreneurs
WR NHHS D VXI¿FLHQWO\ ODUJH IUDFWLRQ RI IXWXUH SUR¿WV 3URYLGLQJ HQWUHpreneurs with incentives, as a consequence, limits the amount of future
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SUR¿WVWKDWHQWUHSUHQHXUVFDQFUHGLEO\SOHGJHWRVXSSOLHUVZKLFKIRUFHV
HQWUHSUHQHXUVWRSOHGJHDVVHWVLQDGGLWLRQWRIXWXUHSUR¿WVIRUOHQGHUVWR
be willing to supply funds.
Slave Wealth and Business Entry
,QWKHPRGHOVODYHZHDOWKPD\KDYHDIIHFWHGSURMHFWIXQGLQJRXWFRPHV
through both the production and collateral channels. When the cost of
production channel is active, the relative advantage in using coercion
reduces the cost of effort for slaveowners, allowing slaveowners to credLEO\SOHGJHPRUHRIWKHLUIXWXUHSUR¿WVDVWKH\UHTXLUHOHVVFRPSHQVDWLRQ
for exerting effort. Slaveowners, as a result, are required to pledge fewer
DVVHWVIRUREWDLQLQJSURMHFWIXQGLQJEHFDXVHDVVHWVDQGIXWXUHSUR¿WVDUH
substitutes. This implies that a slaveowner will obtain project funding
with a higher probability than that of an equally-wealthy non-slaveowner
when the production channel is active.
When the collateral channel is active, slave wealth is deemed as better
collateral by lenders. This is based on the premise that while two assets
may have similar “fundamental” values, their relative resale price will
be a function of the liquidity (or market tightness) of these assets. The
collateral channel implies that a slaveowner will obtain project funding
with a higher probability than that of an equally-wealthy non-slaveowner,
since the latter must pledge relatively more wealth due to the lower resale
value of non-slave wealth.
Abolition and Business Exit
The model also provides predictions of how the rate of business failure
LV DIIHFWHG E\ DEROLWLRQ ,Q WKH PRGHO EXVLQHVVHV IDLO ZLWK FHUWDLQW\
ZKHQHQWUHSUHQHXUVGRQRWH[HUWHIIRUW/RDQDJUHHPHQWVDUHGHVLJQHGWR
SURYLGHHQWUHSUHQHXUVZLWKVXI¿FLHQWLQFHQWLYHV WKURXJKDVKDUHRIWKH
IXWXUHSUR¿WV WRH[HUWHIIRUW
We note that loan agreements that were signed before abolition, and
that did not make the incentives provided to slaveowners contingent upon
DEROLWLRQPD\KDYHIDLOHGWRSURYLGHVXI¿FLHQWLQFHQWLYHVWRH[HUWHIIRUW
This happens because, if the cost of production channel is active, exerting
effort becomes more costly to slaveowners after abolition as coerced
slaves are no longer available to slaveowners. These lower incentives
to exert effort affect the rate of business exit among slaveowners but not
among non-slaveowners.
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,QVXPZHREWDLQWKUHHLQVLJKWVIURPWKHPRGHO)LUVWERWKWKHFRVW
of production and collateral channels imply that, conditional on total
wealth, slaveowners are more likely to enter the market because they are
required to pledge less wealth than non-slaveowners to obtain project
IXQGLQJ6HFRQGVLQFHDEROLWLRQHOLPLQDWHVDQ\SRWHQWLDOEHQH¿WVIURP
slave wealth, slaveowners and non-slaveowners enter with equal probability after this event. Finally, abolition has an effect on the likelihood
of business exit among slaveowners only if the cost of production channel
is active. We use these insights to guide our interpretation of the relative
importance of these mechanisms.
(03,5,&$/)5$0(:25.

Following our theoretical framework, we explore the hypothesis of
slave wealth having a positive effect on business formation. To test this
hypothesis, we compare the rate of business formation among slaveowners and non-slaveowners using (1) individuals who created busiQHVVHVEHWZHHQ-DQXDU\DQG'HFHPEHUDQG  DUHSUHVHQWDWLYHVDPSOHRISHRSOHOLYLQJLQ0DU\ODQGLQ:HLQWHUSUHWWKH¿UVW
set of individuals as entrepreneurs and the second set as a comparison
group. We estimate different versions of the following cross sectional
UHJUHVVLRQ
yi = FG  SlaveWealthi,1860I࣠(TotalWealthi,1860,

(1)

RealEstateWealthi,1860 L ƍXi,1860JL࣠࣠,
where yi is an indicator that takes the value of one if individual i created
DEXVLQHVVEHIRUHDEROLWLRQRIVODYHU\DQG]HURRWKHUZLVH,QDGGLWLRQ
F is a constant term, SlaveWealthi,1860 is a measure of slave wealth,
I࣠(TotalWealthi,1860, RealEstateWealthi,1860 LVD ÀH[LEOH SDUDPHWULFIXQFtion of total wealth and real estate wealth. The Xi,1860 vector includes
control variables for human capital (literacy, age, and age-squared) and a
%DOWLPRUH¿[HGHIIHFWDQGJi is an error term robust against heteroscedasticity. Under the hypothesis that slave wealth facilitated access to credit,
we should observe a higher rate of business formation among individuals
with higher levels of slave wealth, even conditional on human capital,
total wealth, and real estate wealth, i.e., G > 0.
,QVRPHHPSLULFDOH[HUFLVHVZHUHSHDWWKHHDUOLHUDQDO\VLVXVLQJGDWD
RQ EXVLQHVV IRUPDWLRQ DIWHU DEROLWLRQ $V VODYH ZHDOWK ZDV GHVWUR\HG
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after abolition, we expect not to observe an effect of pre-abolition slave
wealth on business formation after abolition, i.e., G = 0.
We also perform a sub-sample analysis by restricting attention to (1)
individuals located in Baltimore, (2) individuals working in non-agricultural sectors, and (3) merchants. This sub-sample analysis emphasizes
the importance of slaves in Maryland’s non-agricultural sectors. While
we take this as evidence of the collateral channel, the cost of production
channel bears on an old debate in the economic history of slavery, on
the suitability of slave labor for non-agricultural sectors (Goldin 1976;
Bateman and Weiss 1981; Wade 1964). Running the same cross sectional
regression in equation (1) in the subsamples allows us to explore the role
of the collateral channel in these non-slave intensive sectors.
:H DGGUHVV LGHQWL¿FDWLRQ FRQFHUQV LQ VHYHUDO SDUWV RI WKH UHVXOWV
section. Overall, our strategy includes controlling for measures of human
capital and all observed differences between slaveowner and non-slaveowner entrepreneurs as well as using a differences-in-differences estimator to control for unobserved differences between slaveowners and
non-slaveowners that are time invariant. We also discuss the plausibility
of alternative interpretations that cannot be tested directly in our dataset.
5(68/76

Slave Wealth and Business Formation
:KDWLVWKHHIIHFWRIVODYHZHDOWKRQEXVLQHVVHQWU\"2XU¿UVWDSSURDFK
to answer this question is to estimate equation (1) using an indicator for
slaveowner as our measure of slave wealth. Columns 1 and 2 in Table
SDQHO$VKRZWKDWFRQGLWLRQDORQWRWDOZHDOWKDQGUHDOHVWDWHZHDOWK
slaveowners were more likely to create businesses than non-slaveowners
EHIRUH DEROLWLRQ $OWKRXJK WKLV UHVXOW LV FRQVLVWHQW ZLWK VODYH ZHDOWK
being a better form of collateral, it is also consistent with alternative
explanations.
$ ¿UVW FRPSHWLQJ K\SRWKHVLV LV WKDW VODYHRZQHUV PD\ KDYH KDG
different human capital. However, our controls for human capital do
not change the differences in business formation (column 3).11 $QRWKHU
competing hypothesis is that, rather than being a good form of collateral, slaves may have given slaveowners a competitive advantage in their
cost of production. To address this, we restrict attention to sectors of the
11
We also found that including family size as another human capital control does not affect the
differences in business formation among slaveowners and non-slaveowners.
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TABLE 2
6/$9(2:1(56$1'%86,1(66)250$7,21
'HSHQGHQWYDULDEOHLVDQLQGLFDWRUIRU¿UVWUHSRUWEHIRUHDIWHUDEROLWLRQRIVODYHU\
$OO
(1)

(2)

(3)

Baltimore

Non-agri

Merchants

(4)



(6)

0.233***
(0.072)

0.296***



(0.070)

0.110
(0.068)


(0.039)

–0.071


0.123
(0.134)

0.244***
(0.079)

0.446***
(0.110)

<HV
<HV
No
1,109

<HV
<HV
<HV
1,663

<HV
<HV
<HV
493

3DQHO$%HIRUH
Slaveowner


(0.044)

0.224*** 0.240***
(0.042)
(0.041)

3DQHO%$IWHU
Slaveowner

0.041
(0.028)


(0.030)

0.046
(0.028)

Panel C
Diff-in-diff

Flexible wealth control
Human capital controls
Baltimore
,QGLYLGXDOV

0.218***
(0.060)
No
No
No
2,080

0.189*** 0.194***


<HV
No
No
2,080

<HV
<HV
<HV
2,080

Notes)OH[LEOHZHDOWKFRQWUROLQFOXGHWKHORJDULWKPRIUHDOHVWDWHZHDOWKDQGLQGLFDWRUVIRUWKH
IROORZLQJFDWHJRULHVZHDOWKѮ>@ WKDQGWKSHUFHQWLOHRIWKHHPSLULFDOGLVWULEXWLRQ 
wealth Ѯ>@ WKDQGWKSHUFHQWLOH DQGZHDOWK! 10000 (the omitted category is
wealth Ѯ [0, 200]). Human capital controls include an indicator variable for illiterate individuals,
age, and age squared. Robust standard errors are reported in parentheses (bootstrapped for diff-inGLIIHVWLPDWHV 6LJQL¿FDQFHOHYHO
p < 0.01, ** p <  p < 0.1.
Source$XWKRUV¶FDOFXODWLRQV

economy where slaves are less likely to provide a competitive advanWDJH QRQDJULFXOWXUDO EXVLQHVVHV FROXPQ   DQG PHUFKDQWV FROXPQ
 :H¿QGWKDWLIDQ\WKLQJWKHHIIHFWLQFUHDVHVLQPDJQLWXGHLQWKHVH
subsamples, suggesting that the cost of production hypothesis alone is
unlikely to explain the empirical relation between slave wealth and business formation.
$WKLUGFRQFHUQLVWKDWWKHUHZHUHV\VWHPDWLFXQREVHUYHGGLIIHUHQFHV
between slaveowners and non-slaveowners. For example, slaveowners
may have differed in political and social connections, saving behavior,
and investment opportunities. To address this, we study the link between
business formation after abolition and slaveownership in 1860. This
analysis should help us understand whether (former) slaveowners were
more likely to create businesses even after abolition destroyed their
VODYHZHDOWK,Q7DEOHSDQHO%ZHVHHWKDWWKHVWDWLVWLFDOUHODWLRQVKLS
between slaveownership in 1860 and business formation disappears after
abolition, suggesting that slave wealth is more relevant than unobserved
differences between slaveowners and non-slaveowners.
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$QRWKHU UHODWHG FRQFHUQ LV WKDW LQGLYLGXDOV PD\ KDYH FKRVHQ WR
become slaveowners because of the credit market advantage. However,
ZHQRWHWKDWWKHDSSUDLVHGYDOXHRID\HDUROGPDOHVODYHLQ0DU\ODQG
LQ    ZDV PRUH WKDQ  SHUFHQW RI WKH WRWDO ZHDOWK RI WKH
median entrepreneur—much of which was (illiquid) real estate wealth.
Then, it is likely that the median entrepreneur would have required a loan
to purchase a slave, giving little reason to believe that the median entreSUHQHXUZRXOGKDYH¿UVWVRXJKWDORDQWRSXUFKDVHDVODYHWRWKHQUHTXHVW
a different loan to start a business.
:HDOVRSUHVHQWWKHFRPSDULVRQEHWZHHQSDQHOV$DQG%XVLQJDGLIIHUences-in-differences estimator before and after abolition. This tests our
VSHFL¿F K\SRWKHVLV WKDW WKH GLIIHUHQFH LQ WKH FRHI¿FLHQWV LV VLJQL¿FDQW
ZKLFKLVZHDNHUDQGVRPHZKDWGLIIHUHQWWKDQWKHWHVWWKDWWKHFRHI¿FLHQWV
LQSDQHO$LVSRVLWLYHDQGWKHFRHI¿FLHQWLQSDQHO%LV]HUR:HSUHVHQW
WKHVHUHVXOWVLQ7DEOHSDQHO&DQG¿QGWKDWPRVWRIWKHHIIHFWRIVODYHRwnership on business entry disappears after abolition; further suggesting
that unobserved heterogeneity alone is not driving the result.12
,Q VXPPDU\ 7DEOH  VKRZV D UREXVW SRVLWLYH UHODWLRQVKLS EHWZHHQ
slaveownership and business formation before abolition and that the
relationship disappears after abolition. These results, however, do not
exploit heterogeneity in the intensive margin of slave holdings. Our
theory suggests that if slave wealth was a better form of collateral, then
we should see more business formation among entrepreneurs holding
more slave wealth than other equally-wealthy entrepreneurs.
,Q7DEOHZHH[SORLWYDULDWLRQLQWKHDPRXQWRIVODYHZHDOWKWRH[SORUH
WKHUHODWLRQVKLSEHWZHHQEXVLQHVVIRUPDWLRQDQGVODYHZHDOWK,QFROXPQV
1–3 we use the logarithm of slave wealth, while in columns 4–6 we use
VODYHZHDOWKDVDIUDFWLRQRISHUVRQDOZHDOWK7DEOHSDQHO$VWXGLHV
business formation before the abolition and shows that, conditional on
total wealth, an entrepreneur with a higher share of slave wealth is more
OLNHO\WRFUHDWHDEXVLQHVV$VLQ7DEOHZH¿QGWKDWWKHUHODWLRQVKLS
is robust to controlling for measures of human capital (columns 3 and
6) and to restricting the sample to sectors of the economy where slaves
DUHOHVVOLNHO\WRSURYLGHDFRPSHWLWLYHDGYDQWDJH VHH7DEOH$LQWKH
2QOLQH$SSHQGL[ 
,Q7DEOHSDQHO%ZHDJDLQVWXG\EXVLQHVVIRUPDWLRQDIWHUDEROLWLRQ
XVLQJ WKH VODYH ZHDOWK PHDVXUHV ¿QGLQJ WKDW WKH SRVLWLYH UHODWLRQVKLS
disappears after abolition. The only exception is in column 6, where the
HIIHFWUHPDLQVVWDWLVWLFDOO\VLJQL¿FDQWDIWHUDEROLWLRQDOWKRXJKLWGHFUHDVHV
6HH7DEOH$LQWKH2QOLQH$SSHQGL[IRUDUHSOLFDWLRQRIWKHUHVXOWVXVLQJSURELWUHJUHVVLRQV

12
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TABLE 3
6/$9(:($/7+$1'%86,1(66)250$7,21
'HSHQGHQWYDULDEOHLVDQLQGLFDWRUIRU¿UVWUHSRUWEHIRUHDIWHUDEROLWLRQRIVODYHU\
(1)

(2)

(3)

(4)



(6)

0.143***
(0.048)

0.172***
(0.049)

0.196***
(0.047)


(0.032)

0.047
(0.033)

0.064**
(0.032)

3DQHO$%HIRUH
/RJVODYHZHDOWK

0.029***





0.027***


Fraction slave wealth
3DQHO%$IWHU
/RJVODYHZHDOWK

0.004
(0.003)

0.003
(0.003)


(0.003)

Fraction slave wealth
Panel C
Diff-in-diff
Flexible wealth control
Human capital controls
Baltimore
,QGLYLGXDOV


(0.007)

0.022***
(0.007)

0.022***
(0.007)

0.108*
(0.061)


(0.066)

0.132**


No
No
No
2,080

<HV
No
No
2,080

<HV
<HV
<HV
2,080

No
No
No
2,080

<HV
No
No
2,080

<HV
<HV
<HV
2,080

Notes)OH[LEOHZHDOWKFRQWUROLQFOXGHWKHORJDULWKPRIUHDOHVWDWHZHDOWKDQGLQGLFDWRUVIRUWKH
IROORZLQJFDWHJRULHVZHDOWKѮ>@ WKDQGWKSHUFHQWLOHRIWKHHPSLULFDOGLVWULEXWLRQ 
wealth Ѯ>@ WKDQGWKSHUFHQWLOH DQGZHDOWK! 10000 (the omitted category is
wealth Ѯ [0, 200]). Human capital controls include an indicator variable for illiterate individuals,
age, and age squared. Robust standard errors are reported in parentheses (bootstrapped for diff-inGLIIHVWLPDWHV 6LJQL¿FDQFHOHYHO
p < 0.01, ** p <  p < 0.1.
Source$XWKRUV¶FDOFXODWLRQV

in magnitude. The differences-in-differences estimates are presented in
Table 3, panel C, and again suggest that it is slave wealth itself, rather than
an unobserved characteristic correlated with slave wealth, that is driving
the positive relationship between slave wealth and business formation.
Effect of Civil War
Despite delayed formal abolition, the Civil War challenged Maryland
VODYHU\ &RQIHGHUDWH V\PSDWKL]HUV ÀHG IROORZLQJ SDVVDJH RI PDUWLDO
law in 1861, and those that did not leave were politically persecuted by
the occupying Northern army. But they were persecuted as rebels and
secessionists, not slaveowners. The Union army did not repress the slave
economy during the early years of the occupation, despite widespread
GLVOLNH RI VODYHU\ DPRQJ WKH WURRSV ,Q IDFW WKH 8QLRQ DUP\ DVVLVWHG
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in returning fugitive slaves and even conducted its own slave auctions
during the Civil War in Maryland, as well as using slaves owned by loyal
VODYHRZQHUV WR DVVLVW LQ WKH FRQVWUXFWLRQ RI IRUWL¿FDWLRQV 'HVSLWH WKLV
RI¿FLDOSROLF\VODYHVEHOLHYHGWKHSUHVHQFHRI8QLRQWURRSVVODFNHQHG
VODYHRZQHUSURSHUW\ULJKWVDQGVODYHLQVXERUGLQDWLRQDQGÀLJKWLQFUHDVHG
ZLWK8QLRQDUP\SUHVHQFH,Q2FWREHUWKHIHGHUDOZDUGHSDUWPHQW
passed General Order 329, allowing enlistment of free-blacks, rebelowned slaves, and slaves volunteered by their owners in the border states.
However, the enlistment of free-blacks, who were often on indentured
labor contracts, raised labor costs enough that many slaveowners began
WR UHO\ RQ VODYHV HYHQ PRUH IRU ODERU ,Q DGGLWLRQ RZQHUV RI HQOLVWHG
slaves were generously compensated at $800 a slave in 1863, giving them
even more liquid stores of wealth.
The interstate slave market thus weakened, but did not collapse during
WKH&LYLO:DU³,QD)UHGHULFN&RXQW\HGLWRUZDVVKRFNHGZKHQVL[
\RXQJVODYHVEURXJKWDPHDJHUWRWDORIDWDXFWLRQµ/HVVWKDQWZR
\HDUVDJRVHUYDQWVRIWKLVGHVFULSWLRQZRXOGKDYHFRPPDQGHG¶
KHIXPHGµ7KHUHDGHUZLOOUHPHPEHUWKDW>ZH@DGPRQLVKHGWKHV\PSDthizers with the rebellion, in advance, that this would be the consequence
of the crime and folly of rebellion”’ (Grivno 2007, p. 108). The opportunity for slaveowners to sell or mortgage their human chattel still remained
after the beginning of the Civil War, albeit at lower prices.
,Q SDUWLFXODU WKH UHQWDO DQG KLUH PDUNHW IRU VODYHV UHPDLQHG DFWLYH
WKURXJK HPDQFLSDWLRQ ,QGHHG HYHQ DV ODWH DV  'HFHPEHU  WKH
Frederick Examiner newspaper published an ad (paid from 9 July) that
VWDWHG³7RKLUHD1HJURZRPDQVODYHZKRLVDJRRGFRRNZDVKHUDQG
ironer and can milk. One preferred without children.” While we do not
KDYHVXUYLYLQJUHQWDOUDWHGDWDIURP0DU\ODQGLQWKH2QOLQH$SSHQGL[
we present data from Fogel and Engerman showing volume and price in
WKH9LUJLQLDVODYHKLULQJPDUNHWWKURXJK13
$VSUHYLRXVO\GLVFXVVHGWKHUHDUHUHDVRQVWRZRUU\DERXWDGLIIHUHQtial impact of the Civil War on business formation by slave ownership
status. However, historical evidence and data on slave sales shown in the
2QOLQH$SSHQGL[ )LJXUH$ VXJJHVWWKHVODYHPDUNHWZDVDFWLYHHYHQ
LQWZR\HDUVDIWHUWKHEHJLQQLQJRIWKHZDU,QRUGHUWRDQDO\]HWKH
effect of the Civil War on the differential rates of business formation, we
divide the sample in three periods and repeat the analysis in the previous
subsection.
13
The correlation between residualized rental rates in Maryland and Virginia in the decade
EHIRUHWKH0DU\ODQGGDWDHQGV ± LVZKLFKVXJJHVWVWKHPDUNHWVZHUHLQWHJUDWHG
to some degree.
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7KH WKUHH SHULRGV ZH XVH DUH GH¿QHG DV IROORZV 7KH before period
LQFOXGHV DOO EXVLQHVVHV FUHDWHG EHWZHHQ -DQXDU\  DQG $SULO 
before the beginning of the Civil War. The during period includes all busiQHVVHVFUHDWHGEHWZHHQ$SULODQG1RYHPEHUDIWHUWKHEHJLQQLQJ
of the Civil War but before abolition of slavery. Finally, the after sample
includes all businesses created between December 1864 and December
DIWHUDEROLWLRQ:HSRROWKH\HDUVEHWZHHQDQGIRUSUHFLsion, as Figure 3 shows that there are many fewer businesses started per
year, by both slaveowners and non-slaveowners, in these war years.
Table 4 presents results of our main estimating equation using business
formation in each period as dependent variable. The relationship between
slave wealth and business formation during the Civil War remained as
VWURQJDVEHIRUHWKHEHJLQQLQJRIWKH&LYLO:DU7KHFRHI¿FLHQWRQVODYH
wealth after the Civil War decreases in magnitude relative to the before
HVWLPDWHLQSDQHOV$±&VXJJHVWLQJWKDWPRVWRIWKHGHFOLQHLQWKHGLIIHUential rate of business formation was a consequence of abolition rather
than of the beginning of the Civil War. The positive, if unstable, point
HVWLPDWH RI VODYH ZHDOWK DIWHU DEROLWLRQ PLJKW UHÀHFW WKH LPSRUWDQFH
of unobservable variables correlated with slave wealth (e.g., network
FRQQHFWLRQV $VGLVFXVVHGHDUOLHUWKH&LYLO:DUGLGQRWGHVWUR\VODYHU\
in Maryland until 1864, and indeed the payment for enlisted slaves may
have kept slave wealth even more valuable than the 1860 price would
indicate even through the war.
Indirect Evidence
,Q WKLV ¿QDO VXEVHFWLRQ ZH FRPSOHPHQW RXU DQDO\VLV SURYLGLQJ LQGLrect evidence that the collateral channel, and not the cost of production
channel, was the mediating factor behind the observed empirical relation
between slave wealth and business formation.
6/$9(:($/7+$1'(;,7

One of the insights from our theoretical framework is that if entrepreneurs had a relative advantage in coercing slaves to lower their cost of
production, then we should observe a higher rate of exit among slaveowners after abolition of slavery. This is due to abolition increasing
the cost of production for slaveowners and, consequently, reducing the
incentives to exert effort. Comparing post-abolition attrition rates, therefore, provides a test for the cost of production channel. One could argue,
however, that this is not a perfect test because pledging assets may have
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TABLE 4
6/$9(:($/7+$1'%86,1(66)250$7,21%()25($1''85,1*7+(&,9,/:$5
'HSHQGHQWYDULDEOHLVDQLQGLFDWRUIRU¿UVWUHSRUWLQSHULRG;
Before Civil War
-DQ¶±$SU¶

During Civil War
(May ’60–Nov ’64)

$IWHU$EROLWLRQ
1RY¶±'HF¶

(1)

(2)

(3)

(1)-(2)

(1)-(3)

(2)-(3)

0.108***
(0.034)

0.127***
(0.037)

0.048*
(0.028)

–0.019


0.060
(0.049)

0.079


0.012***
(0.004)

0.014***
(0.004)


(0.003)

–0.002
(0.007)

0.007


0.009
(0.006)

Fraction slave wealth




0.097**
(0.039)

0.067**
(0.032)

–0.002


0.028


0.030


Mean of dep. variable

0.064

0.116

0.073

—

—

—

<HV

<HV

<HV

<HV

<HV

<HV

<HV
<HV

<HV
<HV

<HV
<HV

<HV
<HV

<HV
<HV

<HV
<HV

Differences-in-differences

Slaveowner
Panel B
/RJVODYHZHDOWK
Panel C

Flexible wealth controls
Human capital controls
Baltimore

Notes)OH[LEOHZHDOWKFRQWUROLQFOXGHWKHORJDULWKPRIUHDOHVWDWHZHDOWKDQGLQGLFDWRUVIRUWKHIROORZLQJFDWHJRULHVZHDOWKѮ>@ WKDQGWK
percentile of the empirical distribution), wealth Ѯ > @ WK DQG WK SHUFHQWLOH  DQG ZHDOWK ! 10000 (the omitted category is wealth Ѯ [0,
200]). Human capital controls include an indicator variable for illiterate individuals, age, and age squared. Robust standard errors are reported in parentheses
(bootstrapped for diff-in-diff estimates). *** p < 0.01, ** p <  p < 0.1.
Source$XWKRUV¶FDOFXODWLRQV
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been as important for establishing credit relations than for keeping those
UHODWLRQVDFWLYH:HDUJXHWKDWWKLVLVQRWWKHFDVHDVZH¿QGWKDWKLJKHU
OHYHOVRIWRWDOZHDOWKDUHQRWVLJQL¿FDQWO\FRUUHODWHGZLWKWKHSUREDELOLW\
of exit after abolition but they are so for the probability of entry (both
before and after abolition).
Based on these ideas, we test for whether slave property rights provided
a cost of production advantage by comparing the post-abolition attrition
rate between (former) slaveowners and non-slaveowners. We make use
of the subsample of businesses that were created before abolition and that
were operating immediately after abolition (i.e., the date of business exit
is after November 1864).14 Using this sample, we ran regressions similar
to those reported in Table 2, but replacing the dependent variable for an
indicator that takes the value of one if the date of business exit was within
a year after abolition.
7DEOHSUHVHQWVUHJUHVVLRQUHVXOWVIURPWKHVHH[HUFLVHVXVLQJWKHVDPH
WDEOH WD[RQRP\ ZH KDYH EHHQ XVLQJ WKURXJKRXW RXU DQDO\VLV 3DQHO $
VKRZV WKDW WKHUH ZDV QR VWDWLVWLFDOO\ VLJQL¿FDQW UHODWLRQVKLS EHWZHHQ
VODYHRZQHUVKLS DQG H[LWLQJ IROORZLQJ DEROLWLRQ ,Q IDFW LI DQ\WKLQJ
VODYHRZQHUVZHUHOHVVOLNHO\WRH[LWGXULQJWKLVWLPHSHULRG,PSRUWDQWO\
note that we are controlling for total wealth, so this result cannot be
attributed to the fact that slaveowners were wealthier. Panels B and C
use our alternative measures of slave wealth and the results are similar,
suggesting that slave and non-slaveowner entrepreneurs did not present
differential exit rates within one year of abolition.
Finally, since one may be concerned that some of these exits may be
relocation of businesses across state lines rather than business failures,
we restrict the sample to entrepreneurs that were living in Maryland both
in 1860 and 1870 (column 7).16:H¿QGWKDWUHVWULFWLQJDWWHQWLRQWRWKLV
subsample does not affect the result.
Overall, using the insights gained from the model, we can take both the
business formation and exit results to conclude that the collateral mechaQLVPZDVPRUHOLNHO\WREHWKHFKDQQHODWZRUN$OWKRXJKZHDFNQRZOedge that analyzing differential rates of exit is by no means a perfect test
for the cost of production channel, we believe this is suggestive evidence
of the collateral mechanism being relatively more important.
There are a total of 331 businesses that meet these criteria.
$SSUR[LPDWHO\SHUFHQWRIRSHUDWLQJEXVLQHVVHVKDYHDODVWUHSRUWLQWKLVZLQGRZRIWLPH
,Q7DEOH$LQWKH2QOLQH$SSHQGL[ZHUHSHDWWKLVH[HUFLVHZLWKH[LWGXULQJRUDVRXU
dependent variable.
16
The subsample in column 7 is the set of entrepreneurs with a name–county–age match in
Maryland in the 1870 U.S. Population Census.
14
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TABLE 5
6/$9(:($/7+$1'(;,7$)7(5$%2/,7,21
Dependent variable is an indicator for last report one year within abolition of slavery
$OO

Baltimore

Non-agri

Merchants

MD 1870

(2)

(3)

(4)



(6)

(7)

–0.049
(0.042)

–0.043
(0.043)

–0.034
(0.044)

±


–0.036
(0.046)

–0.039


0.003


–0.007


–0.006


±


–0.007
(0.007)

±
(0.006)

±
(0.0067)

0.001
(0.003)

–0.021
(0.064)

–0.031
(0.066)

–0.003
(0.067)

0.017
(0.109)

–0.001
(0.071)

0.029
(0.097)

–0.030
(0.036)

Flexible wealth control
Human capital controls

No
No

<HV
No

<HV
<HV

<HV
<HV

<HV
<HV

<HV
<HV

<HV
<HV

Baltimore
Observations

No
331

No
331

<HV
331

No


<HV
319

<HV


<HV
43

3DQHO$
Slaveowner
Panel B
/RJVODYHZHDOWK
Panel C
Fraction slave wealth

Notes)OH[LEOHZHDOWKFRQWUROLQFOXGHWKHORJDULWKPRIUHDOHVWDWHZHDOWKDQGLQGLFDWRUVIRUWKHIROORZLQJFDWHJRULHVZHDOWKѮ>@ WKDQGWK
percentile of the empirical distribution), wealth Ѯ>@ WKDQGWKSHUFHQWLOH DQGZHDOWK! 10000 (the omitted category is wealth Ѯ [0, 200]).
Human capital controls include an indicator variable for illiterate individuals, age, and age squared. Robust standard errors are reported in parentheses.
6LJQL¿FDQFHOHYHO
p < 0.01, ** p <  p < 0.1.
Source$XWKRUV¶FDOFXODWLRQV
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(92/87,212):$*(6
Notes,QWKLV¿JXUHZHUHSRUWFRHI¿FLHQWVRQ\HDU¿[HGHIIHFWVIURPDUHJUHVVLRQRIORJGDLO\
ZDJHVLQ0DU\ODQGRQJHQGHUDJHFLW\DQG\HDU¿[HGHIIHFWVXVLQJGDWDIURP0H\HU  
Source$XWKRUV¶FDOFXODWLRQV

:$*(6

We next examine the labor market in Maryland to complement our
evidence that the collateral channel was the relevant channel through
ZKLFKVODYHZHDOWKDIIHFWHGEXVLQHVVIRUPDWLRQ,QSDUWLFXODUZHVWXG\
how wages changed before and after abolition using a sample of workers
from the Weeks report (Weeks 1886; Meyer 2004). The data include
white male and female workers in Maryland. We normalize wages to be
expressed in daily units.
To analyze the evolution of wages over time, we regress log daily wage
RQDJHQGHULQGLFDWRUDFKLOGLQGLFDWRUFLW\¿[HGHIIHFWVDQG\HDU¿[HG
HIIHFWV:HUHVWULFWRXUDQDO\VLVWRWKH\HDUVDIWHUDQGUHSRUWWKHFRHI¿FLHQWVIRUWKH\HDU¿[HGHIIHFWVLQ)LJXUH$VFDQEHVHHQZH¿QGQR
VLJQL¿FDQWFKDQJHVLQWKH¿UVW\HDUVDIWHUDEROLWLRQ7KLVHYLGHQFHVXJJHVWV
WKDWDEROLWLRQGLGQRWVLJQL¿FDQWO\FKDQJHWKHODERUPDUNHWHTXLOLEULXP
$SRWHQWLDOH[SODQDWLRQIRUWKLVSDWWHUQRIXQDOWHUHGZDJHVLVWKDWVODYHV
were already working for market wages prior to abolition, except the

398

González, Marshall, and Naidu

ZDJHVZHUHSDLGDVUHQWWRWKHVODYHRZQHU,IWKLVZDVWKHFDVHWKHVXSSO\
of workers seeking wages should have remained unchanged after abolition, leaving the equilibrium wage unaffected. We previously argued that
WKH UHQWDO PDUNHW ZDV IXQFWLRQLQJ ZHOO LQWR  LQ 0DU\ODQG ,Q WKH
2QOLQH $SSHQGL[ ZH DOVR VKRZ WKDW WKHUH ZDV QR VLJQL¿FDQW WUHQG LQ
the monthly rental rates of slaves in nearby Virginia, suggesting a stable
hiring market equilibrium there despite the threats to adjacent Maryland
slave property, the ongoing Civil War, and even the 1863 emancipaWLRQSURFODPDWLRQ$OOWRJHWKHUZHLQWHUSUHWWKHVH¿QGLQJVDVDGGLWLRQDO
evidence that the collateral channel was how slave wealth affected business formation. That is, ownership of slaves was not necessary to obtain
the productive advantages of slave labor.
1$55$7,9((9,'(1&(

:HFDQDOVR¿QGTXDOLWDWLYHHYLGHQFHWKDWWKHFROODWHUDOFKDQQHOZDV
LPSRUWDQWLQ0DU\ODQG$QH[DPSOHRISULYDWHFUHGLWFROODWHUDOL]HGZLWK
slaves can be found in Peter J. DePuydt (2013), which discusses the case
RI SROLWLFLDQ 2XWHUEULGJH +RUVH\ DQG -RKQ /HH WZR 0DU\ODQG VODYH
RZQHUVZKRLQPRUWJDJHGRIWKHLUVODYHVWRWKH/LQWRQKRXVHKROGDQG0U-RKQVRQLQDQHIIRUWWRSXUFKDVHD/RXLVLDQDVXJDUSODQWDWLRQ7KHLUDQWLFLSDWHGVXJDUSUR¿WVIDLOHGWRPDWHULDOL]HKRZHYHUDQG
WKHSDLUZRXQGXSPRUWJDJLQJHYHQPRUHVODYHVWR¿QDQFHWKHLUORVLQJ
operation. Surviving mortgage documents allow us to see the slaves
PRUWJDJHGDQG2QOLQH$SSHQGL[)LJXUH$VKRZVWKHGLVWULEXWLRQE\
age and sex, and shows that prime age males formed the bulk of the
FROODWHUDO,QWKHHQG/LQWRQDQG-RKQVRQVXFFHVVIXOO\VXHG+RUVH\DQG
/HHIRUWKHGHEWVRZHGZKLFKUHVXOWHGLQIRUFHGVDOHVRIWKHPRUWJDJHG
people and purchased plantation by the court.
$QRWKHUVRXUFHRIHYLGHQFHIRUWKHLPSRUWDQFHRIVODYHU\WRFUHGLWUHODtionships in Maryland is court records. Jenny B. Wahl (1996) argues that
DQWHEHOOXP VRXWKHUQ VODYH ODZ FRQYHUJHG RQ HI¿FLHQW UXOHV IRU UHQWLQJ
DQG VHOOLQJ VODYHV /HJLVODWLRQ LQ 0DU\ODQG H[SOLFLWO\ FODVVL¿HG VODYHV
as personal property and gave standards for mortgages that pledged
VXFK SURSHUW\ DV FROODWHUDO ,Q :DKO¶V GDWD D ODUJH VKDUH RI WKH FDVHV
LQ0DU\ODQGDUHIRU³WUDQVIHU´HLWKHULQKHULWDQFHGLYRUFHRUIRUUHSD\ment of an obligation—such as a debt or a loan. Many Maryland cases
appearing in the records of higher courts, such as Lee v. Pindle (1842) and
'HQWRQY*ULI¿WK  ZKHUH¿YHVODYHVZHUHPRUWJDJHGIRU
SLWZLGRZVDJDLQVWFUHGLWRUVLQFRXUWVRYHURZQHUVKLSRIHVWDWHVODYHV,Q
Bruce v. Levering  DQPRUWJDJHZRUWKLQZDV
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foreclosed. The total value of the collateral posted was $981 but the two
slaves pledged, worth $180, had been emancipated, so the court ruled that
the creditor only held rights to $781.
The negative effect expropriation of collateralized slave wealth would
KDYHRQ¿QDQFLDOFRQWUDFWVZDVZHOOXQGHUVWRRGDWWKHWLPH6ODYHPRUWgages were invoked as an argument against abolition during the Maryland
Constitutional Convention of 1864. Given legal precedents that ruled that
exempting property pledged as collateral annulled the mortgage contract,
one representative argued that the constitutional protection of contracts
implied that abolition was unconstitutional, declaring “there is no security for the debt in the mortgage except Negroes. They are emancipated.
The contract is that the Negroes shall pay the debt. The act of the legislaWXUHGHVWUR\VWKDWFRQWUDFW´ /RUGS 
$/7(51$7,9((;3/$1$7,216

Of course, slaveowners are potentially different in many dimensions,
even conditional on wealth. Political power, social connections and prestige, savings behavior, and access to investment opportunities may all
have been different for slaveowners in 1860. This highlights the usefulness of our differences-in-differences approach, which compares 1860
slaveowners before and after abolition. But this does not rule out potentially time-varying sources of heterogeneity. While we think slaveowner
social connections are unlikely to suddenly change immediately after
emancipation, an important unobservable variable is slaveowner political power, which may have been altered with the destruction of slave
property. While the next election after 1864 was not until 1866, after
our sample period, the political fall of ex-slaveowners may have begun
earlier. But this is unlikely, both because slaveowners owned a considerable amount of land, and because there was no political revolution in
0DU\ODQG$VDPHPEHURIWKH8QLRQ0DU\ODQGZDVVSDUHGDQ\IRUFHG
5HFRQVWUXFWLRQ DQG DVVRFLDWHG IUDQFKLVH H[WHQVLRQ ,QGHHG WKHOHJLVODture rejected extending the franchise to blacks in 1867, and indeed was
RQO\IRUFHGWRGRVRLQE\WKHWK$PHQGPHQW
$QRWKHUFRQFHUQLVWKDWWKHUHLVJHQHUDOHFRQRPLFWXUPRLODVVRFLDWHG
with the Civil War that is differentially affecting slaveowners before and
DIWHU  :H GRFXPHQW WKDW VODYHRZQHU HQWU\ UHPDLQV VLJQL¿FDQWO\
KLJKHUWKURXJKDQGWKHFRHI¿FLHQWRQIUDFWLRQVODYHZHDOWKUHPDLQV
ODUJH DQG SRVLWLYH GXULQJ WKH ZDU ,Q DGGLWLRQ E\ IRFXVLQJ RQ VODYH
wealth as conditional on other real wealth such as land, we can rule out
GLIIHUHQWLDOLQÀDWLRQHIIHFWV,WVWLOOFRXOGEHWKHFDVHWKDWWKHPXFKODUJHU
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LQÀDWLRQLQWKH6RXWKPD\KDYHDIIHFWHGWKHPDUNHWIRUVODYHVGLIIHUHQWLDOO\ 7KH ¿QDQFLDO VKRFNV RI WKH 1DWLRQDO %DQNLQJ $FW DQG WKH ODUJH
number of bank closures induced may have also affected slave wealth
differentially, but banks had little to do with smaller entrepreneurial businesses. Of course, there are shocks we cannot rule out, for example, that
WKHDQWLFLSDWHGFROODSVHRIWKH6RXWKLQPD\KDYHPDWWHUHGPRUH
than emancipation in reducing the value of slaves, but this is broadly
consistent with the mechanisms in our article.
$ ¿QDO FRQFHUQ LV GLIIHUHQWLDO RXWPLJUDWLRQ 7DEOHV $±$ LQ WKH
2QOLQH$SSHQGL[DOVRVKRZWKDWRXUUHVXOWVDUHQRWGULYHQE\GLIIHUHQWLDO
outmigration from Maryland. We restrict attention to individuals we can
link to the full-count 1870 census, and who are in Maryland in both 1860
and 1870. While our sample size and precision necessarily falls, the coef¿FLHQWVUHPDLQSRVLWLYHDQGODUJHRQHQWU\ZLWKDJDLQQRGLIIHUHQFHVLQ
H[LW FROXPQLQ7DEOH$ 
&21&/86,21

This article explores a new dimension of the economic effects of
slavery. While most of the economic literature has focused on slaves as
labor force, we explore how slave wealth facilitated business start-ups as
a liquid, high-quality source of collateral.
Our main empirical result is that entrepreneurs with more slave wealth
were more likely to enter into the market than equally-wealthy entrepreneurs with other types of wealth, suggesting that wealth composition and wealth liquidity were relevant factors behind business start-ups.
:H¿QGWKDWWKLVUHODWLRQVKLSGLVDSSHDUVSRVWDEROLWLRQVXJJHVWLQJWKDW
slave wealth, as opposed to unobserved characteristics of former slaveowners, is what drives this result. While our context is not representative
of the bulk of the slave economy, and emancipation was during a volatile
period, Maryland’s relatively sophisticated economy and unique position
GXULQJ WKH &LYLO :DU PDNHV RXU HPSLULFDO ¿QGLQJ DQ LQIRUPDWLYH ¿UVW
step in exploring the collateral dimensions of the slave economy.
2XU UHVXOWV DUH UHOHYDQW IRU PDQ\ GHEDWHV DURXQG VODYHU\ $Q LQWHUesting implication is that some of the returns to scale believed to be the
source of slave productivity may have been due to improved access to
FUHGLWUDWKHUWKDQVROHO\WKHJDQJODERUSURGXFWLRQSURFHVV$¿QDQFLDO
perspective on slavery also adds a new dimension to the costs of the Civil
War and the long period of subsequent economic backwardness experienced in the postbellum South. Slaveowners lost not just the war and the
extra hours of uncompensated black toil, but also their primary store of
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YDOXH ,Q 0DU\ODQG RQH RI WKH ODUJHVW LQVXUDQFH VHOOHUV WKH %DOWLPRUH
/LIH ,QVXUDQFH FRPSDQ\ VSHFLDOL]HG LQ VODYH OLIH LQVXUDQFH DQG ZDV
IRUFHGRXWRIEXVLQHVVLQ 0XUSK\ .LOERXUQH  VKRZV
a drastic credit contraction in East Feliciana, and an increased reliance
RQFRWWRQOLHQVDVDFUHGLWLQVWUXPHQW$VVHVVLQJWKHORQJWHUPGDPDJH
wreaked by emancipation on regional Southern balance sheets and credit
networks (including the rise of the general store as a substitute credit
mechanism as in Ransom and Sutch (1988)) may be a useful direction
for future research.17,IVHWWOLQJ¿QDQFLDOREOLJDWLRQVLQFOXGLQJYLDIRUHclosure and court-ordered sales, increased the incidence of slave trading,
WKHQWKHKXPDQFRVWVRIIDPLO\VHSDUDWLRQERUQHE\$IULFDQ$PHULFDQV
XQGHUVODYHU\ORRPHYHQODUJHU,QGHHG8SSHU6RXWKVODYHVOLNHO\OLYHG
in heightened fear of forced sale to the Deep South when their owners
were highly indebted.
Enslaved people themselves understood the role creditors played in
the system. Moses Grandy’s brother and wife were both sold because
their owners found themselves in debt. Grandy subsequently wrote that
³SURSULHWRUV WKRXJK WKH\ OLYH LQ OX[XU\ JHQHUDOO\ GLH LQ GHEW$W WKH
death of a proprietor, it commonly happens that his coloured people are
sold towards paying his debts. So it must and will be with masters, while
slavery continues” (Grandy 1843).
7KH ¿QDQFLDO UROH RI VODYHV LV DOVR LQIRUPDWLYH IRU UHFHQW GHEDWHV
DERXW³FDSLWDO´DVDSK\VLFDOLQSXWYHUVXVFDSLWDODVD¿QDQFLDODVVHW)RU
example, Thomas Piketty (2014) discusses the question of whether slaves
VKRXOGEHFRQVLGHUHGDFRPSRQHQWRIFDSLWDORUMXVWD¿QDQFLDOREOLJDtion owed by the slaves to the slaveowners. But the business collateral
channel suggests that slave property rights may have been productive,
IDFLOLWDWLQJSURMHFWVWKDWZRXOGKDYHQRWRWKHUZLVHVHFXUHG¿QDQFLQJDQG
WKXVPD\QRWVLPSO\EH¿QDQFLDOREOLJDWLRQVWKDWQHWRXWWR]HURDWWKH
social level.187KHERGLHVDQGVNLOOVRI$IULFDQ$PHULFDQVZHUHLQWKH
antebellum South, capital in virtually all economically relevant dimenVLRQVLQFOXGLQJ¿QDQFLDOGLPHQVLRQV
Finally, our results emphasize that slave property rights were relevant
to much more than plantation agriculture alone. Maryland, economically
much closer to the free states than the slave states, still made use of slaves
in ways that were complementary to modern, industrial activities. While
17
$%UD]LOLDQDQDORJXHFDQEHIRXQGLQ6FKXO]  ZKRGHVFULEHVWKHHIIHFWVRIDEROLWLRQLQ
%UD]LORQFUHGLWDQGPRQH\VXSSO\DUJXLQJWKDWWKHJRYHUQPHQWLQÀDWHGWKHHFRQRP\DQGDOORZHG
ORRVH¿QDQFLDOUHJXODWLRQIRUUXUDOEDQNVDVDZD\WRSODFDWHWKHVODYHRZQHUVDIWHUDEROLWLRQ
18
Piketty argues that slaves were indeed capital, and not “human capital,” because slave labor
could be alienated and sold on markets.

402

González, Marshall, and Naidu

slaves employed in industry were likely still rare, the role slaves played
as collateral suggests that slaves may have been pledged in even more
FRPSOH[ DQG H[WHQVLYH ¿QDQFLDO FRQWUDFWV H[WHQGLQJ RQWR WKH EDODQFH
sheets of Northern institutions. Slavery had economic consequences far
beyond plantation agriculture, and may be a larger contributor to national
economic development than previously thought.
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