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The aim of this paper is to show the role of farm steward (manager), as a business service for the agricultural activity, at the end of the Ancien Régime in Spain.


The estates (huge possesions of land) of the nobility, especially those belonging to the grandees of Spain, could be defined as the major business of the Ancien Régime. In fact, these estates yielded a significant share of the agricultural outcome, Congost (1983), and employed an important number of workers in their administration and other services
. The permanence of this major business throughout the centuries was only possible because of the entailment –which involved the indivisibility and inalienability of the estates--.


The logic of the mayorazgo itself (the first-born son being the heir to an entailed estate) caused its decadence. Major and small aristocratic families worked their way up by gobbling another mayorazgos. This led to a process of property concentration. By the end of the eighteenth century, a few families got a remarkable territorial power due to the laws governing succession and the default of male heirs.


The paper explores, in the first place, this process of property concentration that affected not only assets, but also debts (section 1.1). This exploration will enable us to explain why this process of concentration meant the beginning of an economic decline. In fact, the areas from which the landlord exacted rents increased, but not at the same rate at which net income did. As a result of this expansion, the role of stewards became more relevant. Under these circumstances, and considering the incipient finance system, the liquidity of major aristocratic families often relied on loans given by stewards and trustees, among others (section 1.2 and 2).


In the conclusions (section 3) we consider stewards as agents that keep information from their principals, we could think that one of the stewards’ goals might be to administrate inefficiently the losses or the stagnation of the major estates. In order to face the problem, principals tried to reform management by establishing regulations, directions and so forth. All these measures failed.

1. Nobility and institutional change  

1.1. The decline of the system: mayorazgos merger  

The permanency of the great aristocratic families along several centuries was only possible thanks to the entail and to what this implied: indivisibility and impossibility to seize the patrimony. But the logic of the mayorazgo caused in this time the entropy of the system.  


The degradation came forced by the must of the masculine succession. When this norm is applied strictly the financial and social legacies that pass along the masculine line are exposed to the extinction, Jones (1998). In Spain, several houses obviated this danger compliant the feminine succession. On the other hand, the creation of new titles of nobility slowed the tendency. But these palliatives were not enough, so ones big and small houses went bringing together others, Dedieu (2002).   

The laws that governed the nobiliary succession and the exhaustion of male's line had made that some few families had an remarkable territory at the end of the XVIIIth century: Osuna had absorbed the lineage of the Pimentel y Arcos; Frías had melted with Uceda, Montalbán and Villena; Medinaceli had been enlarged at expense of Segorbe, Cardona, Alcalá and Oropesa; at the beginning of the XIXth century, Cerralbo extended its domains for fourteen provinces thanks to the incorporation of the counties of Olive de Gaitán, Fuenrubia and Alcudia and of the House of the Lujanes, Sánchez Herrero (2000). Francisco de Cabarrús (1752-1810), adviser of King Carlos III and later on Finance Minister of King José Bonaparte, gave a explanation in 1795 of how the mayorazgos accumulation that enlarged to the Grandee of Spain, in fact it weakened their economic power. On one hand, they had information problems with the scale of the administration and, on the other hand, with the dispersion of the patrimony, Cabarrús (1973, p. 216).

The argument of the extensive economic growth used for the pattern of economic growth that had been given in the XVIIIth century (Jones, E.L., 1974), it can be applied here: the scope of action of the feudal rent increased but he didn't make it in the same proportion the net income, like Cabarrús said, because "a less careful management". The other argument that Cabarrús contributes is that of the huge increase of the expense because it has been founded in an excessive expectations of rents. A third factor that we believe outstanding it is the that this concentration process was not only of assets but of financial charges (table 1). This makes comprehensible the paradox that such a concentration process meant in more than a case the beginning of the economic decline. Therefore, we have a triple process: 1) difficulty in the administration for the increase of the assets, 2) rise of the expense in administration and maintenance of the assets and 3) indebtedness for the increase of the liabilities.  

Without exception that is worthwhile to point out, during the crisis of the Ancien Régime were affected the revenues of the organizations and families that depended on the sharing of agrarian production. With regional shades or of fortunes, it was quite general that that decrease reached a third part or more of revenues in average terms. An example of the difficult situation that affected to the grandees of Spain, and indicator that the joint change began before 1808, they are the comments the executor of Duchess Alba's will at the beginning of the XIXth century:  "the rents that can produce the goods of the state won't be enough to cover the interests hired with the creditors."
 We can perceive it when we compare the interests to pay for some nobiliary houses and their rents (Table 1).  

	Table 1. State of some nobiliary houses (millions of Reales.) 1840  

	
	Assets
	Liabilities
	Interest
	Incomes
	Year

	MEDINACELI a    
	      181     
	     126  
	       4,3
	       5,6
	1840

	ALBA       b  
	        11,6*
	       22,6
	       ?
	       ?
	1840

	CERRALBO   c
	        28,4
	         3,2
	       0,095
	       1,024
	1838

	MONTIJO    d
	        28**
	       13,5
	       0,361
	       0,758
	1844

	* =stocks   ** =estimation

	a) Bahamonde (1986) p. 333; b) A.H.P.M. nº 24.296, c) Robledo (1987), d) Archivo General Alba, Sección Casa Montijo.



The  table 1 summary the effects of the crisis of the Ancien Régime and the consequences of the indebtedness, just as figure in the column of "liabilities" where it consists the capital of censos (old loans linked with the nobiliary rents) and other loans. As for the asset of Cerralbo and Montijo it is a fiction because it is the result of capitalizing some non-payment rents. The drop quantity of Alba's goods is surprising, but it is necessary to keep in mind that two states of Alba were held up by the Crown and the value that the administrations gave to the rustic, urban properties and other goods is doubtful. The truth was that the economy of Alba was almost to the crash. The inventory of Alba's XIVth Duke reveal that the situation was desperate when he needed something of liquidity.   

We don't know the real impact of the inefficiency of the administration as explanation of decrease or stagnation of the net rent. Almost certainly it was significant factor, but there was others endemic keys:  

· The flow of the gross rent had diminished or cut in many places.

· Even then the institutional deals that protected to the nobility had not worked.

· A fundamental characteristic of the economic situation during the period of analysis is that tenants did not pay the rent, the nobility did not pay creditors, and the Real Hacienda (The Exchequer) did not pay back neither loans financing the desamortización (disentailment of communal, church, and nobility lands) and war supplies, nor interests on royal promissory notes and, of course, the peasants kept their strike regarding the tithes. 

Under these circumstances, the nobility had to borrow money at a high interest. Taking into account that the assets used as loan guarantees were entailed, who would lend money to the nobility? Probably the stewards played a relevant role.  

The steward's function had enlarged for the scale of the patrimony and its responsibility in the economic activity of the nobiliary house was improved. Also, inside that institutional mess of the period 1808-1836 the changes happened in the credit system granted him the protagonist in the salvage or in the ruin of the nobiliary houses. We know the consequences of the fiscal irresponsibility of the Spanish Absolutist Governments when they not paying loans or interests: to put on in moneylenders' hands. This is the same for the aristocracy and their patrimonial irresponsibility in relation to their stewards.  

  1.2. The end of the privileged loan   


The nobiliary houses obtained censos along the XVIIIth century on account of the expectations of the growth revenues derived of the production and commercialisation of the agrarian products. With these expectations the rate of interest of the censos was below the legal rate of 3%, even less and it was not necessary to assign any capital for paying-off. The saving was penalized, therefore was coherent to advance and to increase the consumption. On the other hand, who had liquidity did not find better alternative that rent their capitals to spendthrift nobiliary houses. Around 1755 a certain extent of the mayorazgos rents was offered as security for the Censos which amount was more of two thousand millions of Reales. Of having been short term debt and under other conditions, there is not doubt that their effect had been destructive for the nobiliary property when the nobiliary houses at the end of the expansible cycle of the XVIIIth century
.   

    
Until the nineties of the XVIIIth century the contemporary record confirm a certain surplus in the available capitals (censos).  This and the rising evolution of the rent explain the behaviour of Grandees. The indebtedness does not necessarily have to coincide with a broken down state of the nobiliary houses. We must remember the relative absence of alternative resources in the use of “overabundance” capital. In fact, money was amassed in coffers of the ecclesiastical institutions, bankers and merchants who were awaiting their opportunity, Olavide (1784, p. 983)
. 


Now then, from the last decade of the XVIII century the mechanism of allocated censos (with interest rate below 3%)  came to a standstill as habitual system of credit used by the nobility. What had caused an decline of the traditional market of the credit? 

· First, more o less, from 1798 the alienation of  property of Charity Institutions and similar was a fact. Besides, these institutions concentrated the majority of the credit offer

· Second, the positive evolution of States income (figure 1.)

· Third, the rising pressures of the Real Hacienda (The Exchequer)

· Fourth, Also, the interests of the censos could defer a long time, but the interests of the bounds not. 

The censos were replace with bonds whish had short instalment of refund and increases of interest rates (figure 1.)  
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Source: Robledo (1984, 1991);  García Sanz (1983) and Atienza (1991).


The consequences were the change in the sense of the income and interest rate in 1790 (figure 1.). This caused a cut in the decreased surpluses of the nobiliary administrations. In the twenties the rate of growth of the rent was negative while the price of the money had been duplicated or more.   

The requirements of liquidity became urgent when the law of abolition of dominions was applied. Besides, the surrender in the payment of the tithe and the First Carlist War (1833-1839) (Guerra Carlista) caused huge amounts of defaults. The silent revolution of the peasants forced to the nobility to leave the incomes in merchant’s hands of Madrid, who got rich with the governments bounds. The censo supported by the feudal rent has been replaced by the loans, which were annulling the nobiliary patrimonies. Merchants, contractors of the army and stewards of the landlords took advantage the institutional and historical changes. Between those the stewards knew as anybody the necessities of the demand and they had economic capacity to assume the risks of the new loans and to face the uncertainty regarding to the new institutional rules.  

2. The steward's tasks and the financial services  

In a previous article we have been systematized the complex paper of the stewards and have demonstrated that they were more than managers or accountants (López and Robledo, 2004). Their importance increased according to the transaction costs grew, and the collapse of the Ancien Régime was a situation of high transactions costs for the landlords on account of the nonexistent of a domestic market of money and lands, the ballast of the shared domain (emphyteusis, olds leasehold and perpetual rentals) and the spreading of their properties.  

Which were the advantages of the stewards in the management of the properties from the perspective of the transaction costs?   

Of the three transaction costs, information, negotiation and supervision, we will notice in the first one. Three are the prices that we must know regarding to the management of the lands properties: the price of sale of the production, the prices of the factors (rent, sale of the land, wages and prices of the capital goods) and the interests rate of the loans. When the farming is made as professional farm management the information on these prices it is in the steward's hands. An asymmetry of information in favour of the steward is created. This facilitate to him opportunities of benefits non considered in the contract landowner-steward. 

The subjects related with the interest rate have particular importance. The steward's function as a moneylender was the fundamental one while the mortgage was not developed still the expansion of bank’s offices from 1880 to 1920, GIHS (2004). This type of loan maybe had a interest rate lower than the average rate of the market and much more accessible. Both characteristics supposed to landlords to assure a quickly liquidity of their rents in any circumstance. Therefore the stewards were ready for action face to face bankers, commercial companies o trusts like the Cinco Gremios de Madrid, Capella y Matilla (1957, p. 265). The stewards understood better than other professional moneylenders the relationship between rent-liquidity-luxurious expense. In fact, the type of loans requested by the nobiliary houses from Madrid, where the most of them resided, it was for the consumption. Contrary to what happened in Cataluña, where censos had financed productive activities, in the Castilian economy the surplus captured by the holders of property rights (including great lessees and all type of moneylender) it was inside a closed circuit. The loans maintained the luxurious expense, payments of pensions to the family members excluded of succession, dowries and lawsuit about the titles or on account of the resistance of the villages to the payment of the rents.  About these topics the stewards had a better information. He knew the rent (the flow rent) and had a finer incentive to long term (the direct control over the property). 

The rigidity of some perceived revenues (agrarian rents) an or twice a year and, often, in species, it forced the nobility to appeal frequently to the credit
.  For this reason a permanent way the credit was required by the nobles, who chose to the administrators in accordance their capacity of lending. Indeed, the investigation carried out on the archives of the Cerralbo´s House demonstrates that in the steward's election the decisive thing was to find a person with economic solvency, able to make the necessary advances when the necessities of the landlord required it; this was the main function, above the capacity of management. So when the steward failed in such made he could be discharged
. The landlord looked for a treasurer that provided liquidity to the company with the management of the rents and his own financial capacity.  

The landlord knew that in the professional farm management resided a important part of their economic problems
. They rehearsed several management change in their patrimonies. Now then, the reformation of the management had serious application limits, because the cost of supervision were growing, on account of the great dispersion of rents and territories, specially during the period of mergers of several nobiliary houses. As Cabarrús had pointed out "the more possessions they join in a hand, less well they will be managed." In this sense, the process of merge of mayorazgos at the end of the XVIIIth  century enlarged the possibilities of the stewards' enrichment, since the information was more and more asymmetric. And this is demonstrated in the case of Cerralbo, when the Marquise of Motezuma tried to avoid the agency problems between he (principal-landlord) and his agent (steward) put in practice measures as: the limitation of functions and the diversification of his responsibilities. The research of Sánchez Herrero (2000) shows that it was useless. The steward of the Marquise had not managed appropriately the business. He has not checked several accounts of the tenants during his twenty six year as general manager. Sánchez Herrero argues that the steward kept control by two reasons: first, he provided the necessary flows of capital and, second, the capital contributed by him was superior once in a while to that collected by the rents of the landlord. That is to say, the landlord spent and the steward gathered the rents; if the first one spent above the level of rents he got in debt with the steward who advanced the payments on account of the future reductions/sales of the patrimony or the forthcoming rents.  

3. Conclusions  

a) The management of the assets of landlords included a financial service that allowed to the steward to control to “his” principal (landlord/owner).  

The nobility at the end of the XVIIIth century and at the beginning of the XIXth century was pressured by the Real Hacienda (The Exchequer) while the pleasant did not pay the feudal rent. The old types of loans (cesos) that the Church lent have been disappeared however a modern stable monetary and financial system was incipient. Besides, the current state of the mayorazgos was of mergers whish produced information and management problems. In such situation, the liquidity of the nobiliary States depended to the loans over future agrarian rents that steward paid in advanced. This loans only can be explained if we consider his behaviour as a agent who takes advantage of his relationship with the principal (landlord). In addition, the new function of managers and stewards as moneylenders is a demonstration that the benefits of the economic expansible phase of the XVIIIth century did not limit to the holders of lands, Sánchez Herrero (2000) and Carmona (2001 p. 94-100).  

b) The private loans were a cause of the collapse of the mayorazgos .  

The ending of the cesos and the generalization of the new loans and government bonds supposed the liberalization of the market of the money while the market of the land continued entailed –with the exceptions in 1798 and 1820. The only means of solving this contradiction in an advantageous way to allow the sale of property. Therefore the debts originated by bonds and loans caused the collapse of the entailed system
. 

c) During the crisis of the Ancien Régime the loan of the stewards was outstanding and one of the causes of the decadence of the nobiliary houses.  


We have clues that the crisis of the Ancien Régime should be the “golden age” so that the stewards got the property of the nobility lands. For this objective they used in long and short term loans
. These occasional moneylenders were essential “bakers” for the aristocracy. García López (1989) outlined the existence of a dual structure in the Spanish bank system and it claimed the weight of the private bankers but not of the stewards. We are studding to these occasional lenders which would not enter into the category of banker but their importance was essential during the end of the Ancien Régime for their lords. In fact, the loans of the Banco de San Carlos, the principal Spanish bank to those days, lent to Grandees were unusual, although at the beginning of the XIXth century the problems related with the credit of nobiliary houses was seen by this Bank as a key problem of the Spanish economy
. The case of the House of Osuna is significant. Between its creditors were its stewards although the scope of its doubts was huge.
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� Around 6.000 employees and servants worked in the thirty two nobiliary houses that have theirs residences in Madrid (Carmona, 2001, p. 23).


� Archivo Histórico de Protocolos de Madrid (AHPM), Protocolos, year 1802


� Robledo (1991); Atienza (1991) and Tello (2001).


� Pablo de Olavide, (1725-1803) Superintendent of Sierra Moraine New Populations (North of Andalusia) to the biggest project of agrarian colonization carried out during the reign of Carlos III remarked this phenomenon.  


� AHPM, Protocolo # 22. 427, f. 356. Sánchez Herrero (2000) and GIHS (2004).


� It happened in 1735, Sánchez Herrero (2000). Similar cases have been confirmed in Portugal, Freitas Monteiro (2003), p. 406.


� Windler-Dirisio (1995) and Carrasco, (1995).


� F. Heran (1980, p. 133) in his research about the nobiliary house of  Vázquez shows that during the dismantlement of the mayorazgo the Marquis of Alcañices sales an important farm to his steward. The Marquis explained this vending because he had incurred many debts with his steward. This case is an example of the institutional insecurity of the period: the disentailment of some mayorazgos during the Constitutional Government (1820-1823) was annulled in June of 1823 and the sold goods had to be returned to his old owners. Under such conditions, who could lend to the Marquis with a guarantee of entail lands?  


� The advices of a texts that landlords checked in were explicit respect this  problem:


The nobiliary houses that owe to their stewards are lost. We see to nobles handle by their butler like harlequins which must been condescending with them. The people ignore many times that cause it is not other that they are the debtors of their stewards. Troche and Zuñiga (1835, p. 228).


� Tedde (1988). Archivo Histórico del Banco de España,  Secretaría, Caja 1.021.


� The doubt of Osuna in 1862 was more than the half of all industrial public limited companies of Barcelona Atienza Hernández and Mata Olmo (1986) and Pascual (1991, p. 378).
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