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ABSTRACT OF THESIS. 

The crisis in the Irish rural econoll\Y wrought by the potato blight 

presents a challenging area for economic analysis. Despite terrible 

mortality and large scale emigration, there was a significant 

increase in livestock numbers. Any investigation of the mechanism 

by which these developments occurred immediately faces two distinct 

problems. Firstly there is the question of peasant economic 

behaviour - is it distinct from the neoclassical paradigm of the 

econofl\Y made up of individuals and firms? Secondly, there is the 

lack of comprehensive statistics. 

In response to these difficulties a rigorous model of the peasant 

economy is developed in the thesis. The theoretical structure 

provides a framework on which the historical evidence, which tends 

to be highly uneven in quantity and quality, may be hung and wrought 

into a pattern. Moreover, by being concrete, the historical 

evidence allows us to restrict the model's generality, making it a 

much more practical instrument. 

The defining characteristic of a peasant economy is taken to be the 

absence of a capital market. The peasant is simultaneously a 

producer and a consumer with his central economic decision being 

between present and future consumption. Since output is generated 

after a lag, the problem is one of intertemporal allocation of 

resources, which is solved by using non-linear programming. 

Optimal behaviour for the peasant differs from that of the firm due 

in the main to the existence of a budget constraint. This, together 



with the peasant's position as a consumer and the production lag, 

leads to comparative static results which are distinct from 

traditional demand theory. With consumption often being near the 

physical minimum, we find the peasant's supply of hours schedule to 

be distinctive, which has important consequences for wages during 

the Famine . 

Counterpoised to the theoretical model of peasant behaviour is the 

historical evidence of the pre-Famine rural economy. From the 

latter we basically require an appreciation of the agricultural 

production function and the potential for substitution between 

factors. To gain this it was necessary to undertake an extensfve 

investigation of cropping systems and the techniques of tillage and 

livestock production. This was supplemented by analysing the 

evidence on land utilisation, where the role of land quality was 

captured by using the valuation evidence. The land and labour 

markets were intertwined in the rural economy and are examined 

carefully since, together with the product markets (inputs and 

outputs are interchangeable) they constitute the general equilibrium 

system. 

The course of agricultural production in the years 1845-47, for 

which we have only limited statistical material, is analysed using 

the same approach as employed previously. A simplified model is 

developed and its behaviour is noted under assumptions which are 

relevant to the period under consideration . Within this framework 

a detailed study of the historical evidence is developed. The 

blight had two direct economic consequences. There was a loss of 

income from the potato crop, though in some cases this could be 



compensated by price changes of other products . Secondly , there was 

an increase in the real wage rate. 

Because phys iology sets a floor to the real wage rate, the labour 

market could not be cleared during the Famine. As a consequence 

excess l abour supply rapidly developed. Since the existing welfare 

provisions were inadequate the British government introduced special 

relief measures. These have been analysed principal ly from the 

viewpoint of the constraints on expenditure which they included. 

The blackest year of the Famine was 1847 . It al so marks the 

beginning of recovery and the beginning of reliable and comprehens ive 

statistics of agricultural production. This pennits a model of the 

recovery to be estimated. The production decisions of the peasant 

are constrained by a budget and thus we concentrate upon the factors 

which would directly affect this. We consider the role of rents, 

rates and crop yields upon the growth of real wealth in the rural 

economy. 

The period of the recovery is taken to be 1847-54, during which time 

we assume the supply of l abour to be infinitely elastic. The short 

time period requires that cross-sections of time series be pool ed. 

Estimation is carried out under differing assumptions and the . 

results are compared. 
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The records we have of the pre-Famine rural. econorey present a 

tapestry rich in social, economic and cultural diversity. However, 

this variety makes it extremely difficult to analyse the development 

of the economy as an integrated whole. Induction tends to flounder 

in a mass of information; the criteria of relevance seem indistinct. 

Certainly some developments are clear enough. In the decades before 

the Famine Ireland experienced a remarkable growth in population, 

increasing for instance from under seven millions in 1821 to about 

eight and a quarter twenty years later. 

The effects of this were pitifully evident on the western seaboard, 

from Donegal to Cork. The land was poor and the climate unkind 

driving men, after they had planted their crops to tramp to England 

or to the more fertile areas in Ireland in search of seasonal 

employrrent. Virtually anything was used that would increase the 

fertility of the soil, be it sea weed, sea sand, the dredgings of 

bog or simply the burning of the land. 

The west serves as an extreme illustration of the dominant 

characteristics of the pre-Famine rural economy - the pressure of 

population, the dangerous ascendancy of the potato, the poverty 

of large sections of society, the fragrrentation of holdings . 

But small as holdings were in the west they were often smaller 

again in the north-east. Yet here the dire poverty of the west was 

not reproduced. Instead it struck many travellers as the most 

progressive part of Ireland. Domestic industry flourished. 

Belfast and the Lagan valley were in the process of industrialization. 
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Fragmentation of holdings was not evident in large areas of the 

central plain. The district was renown for the rearing and 

fattening of livestock, with large grass farms where the potato was 

not permitted. Squalor there was but it tended to be found much 

more in the villages. 

The ".pressure of population" was again pronounced in the south-west. 

Although it contained areas famous for dairying, tillage was also 

extensive. In fact it is doubtful whether dairying could be 

considered as distinct in general from tillage. Holdings tended 

to be larger here than in the west though they could be subtenanted. 

In the above thumbnail sketch of pre-Famine Ireland we have divided 

the country into four rough regions. Naturally the concept of a 

region is vague and gives rise to problems in the border areas, 

such as the north central counties or the Wexford area. However, 

such problems arise because the defining features of a region, 

let us say population, the structure of agricultural production, 

soil fertility and the distribution of wealth, are not identical 

in every area within the region. Thus when we try to take account 

of change within the economy taken as a whole ,we find that 

diversity tends to defy generalisation. 

Opposite induction we have the approach utilising the abstract model. 

We can generally derive a large number of results from relatively 

few premises. The drawback , whi ch is often seen in general 

equilibrium theory, is the extreme generality of the results. 

While capable of great refinement, their relationship to the 

economic system they seek to explain is often tenuous . 



The two basic approaches are married together in what we may tenn 

the "historical model". (l) The abstract model is developed under 

fairly strict assumptions, themselves generated by the induction 

process. However, the consequences of the assumptions in the 

behaviour of the abstract model often leads to particular emphasis 

being placed on certain ~reas of our evidence, which to begin with 

is not self evident. Thus by means of successive approximation we 

can reduce the model's generality and make it function as a 

framework on which the historical evidence may be presented. 

In the following analysis of the rural economy during the Famine 

period, the above process is taken to some extreme. This is due 

to two factors. The evidence we have of the period is extremely 

uneven, which requires the framework it is presented on to be 

relatively refined. Secondly, we lack comprehensive statistics 

of agricultural production until 1847, forcing the mechanism of 

change to be elaborated abstractly before the detailed evidence 

can be assembled. 



REFERENCES TO CHAPTER I. 
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CHAPTER I I 

A MODEL OF THE PEASANT ECONOMY 



/2. 

The very considerable geographic and historical diversity in types of 

peasant economy makes it essential to choose a particular aspect, a 

defining characteristic, on which to build a model. In the analysis 

developed below, we take this to be the absence of a capital market. 

Individual peasant households begin each production cycle wi th a 

specific allocation of resources . The value of this allocation acts 

as a budget constraint upon both the consumption and investment of 

the household in any period. 

The presence of usurers in most peasant societies would seem to make 

the assumption of no capital market unrealistic. However, the 

solvent peasant rarely goes to a usurer to finance the expansion of 

his activities. The major reason for this is the generally very high 

rates of interest charged which means in turn that the anticipated 

return of the expansion has to be similarly high. Such opportunities 

are rare for the most part in a peasant economy. 

The usurer, on the whole, deals with the peasant who is already facing 

great difficulty and who is desperate enough to attempt to meet the 

repayments. It is tempting to consider that capital scarcity is the 

reason for such high rates being demanded (though risk is a factor 

which has to be included - why is the applicant desperate in the 

first place?) . Capital scarcity could also explain the absence~ or 

highly imperfect functioning of a capital market. Whatever the 

reason, we consider the usurer's function to be peripheral and 

essentially parasitic. 

Given an i~itial al locati on of resources, the probl em for the peasant 

household is to determine the re lati onship between present and future 



consumption. For the decision to be rational, there must be some way 

by which the result of varying the amount invested can be evaluated. 

We assume that the production possibilities are evaluated at expected 

prices, taken to be a lagged function of the present price and past 

prices. 

Present prices are in many ways the focal point of our enquiry. Their 

magnitude is a result of the aggregate of the decisions taken by every 

individual household. If a particular household decided to allocate 

more of its resources to i111T1ediate consumption then we would expect 

that this would-slightly change relative prices as the demand for 

co111T1odit ies used more intensively in production than in consumption 

would fall with a corresponding rise in demand for other commodities 

used predominantly in present consumption. 

We assume that factors of production are allocated competitively. 

The method by which this is achieved i s not of primary analytic 

interest, despite the supposition that landownership is the 

overpowering desire of every peasant. In the model, we assume that 

allocation occurs through a landlord system though a competitive land 

market is consistent with peasant proprietorship . In this case, the 

peasant would rent out any land if the return from so doing was 

greater than that which he could achieve if he cultivated it himself. 

Thus he merely acts as a landlord. The difference between the two 

systems is thus distributional. 

With l abour, competitive allocation can be assumed with little 

difficulty or violation of reality. No peasant will work on his own 

farm if he can get a consistently hi gher income by being a labourer. 
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This , of course , ignores the role of uncertainty and seasonal 

fluctuation in l abour demand and assumes they can be readily evaluated. 

Those factors which are used in production and whose life spans more 

than one cycle cannot be dealt with as easily as land and labour. 

We consider only one durable good, the cow. This simpl i fies the 

analysis without loss of generality as any number of such goods may 

be considered. 

The analysis is further simpli fied if we assume that the peasant 

disposes of all nis goods at the end of every cycle. This is cl early 

unrealistic as few peasants are eccentric enough to take a cow to 

market to buy it back again. However, it does mean that total 

potential supply i s realized at the end of every cycle. The price 

of livestock will thus be determined by demand, which in turn is 

based on the peasant•s decision between present and future consumption. 

It is worth emphasizing that at any time t (where tis integer - the 

production cycle is assumed to be of unit time) there wil l be 

ambiguity concerning the number of livestock or any other goods on 

the farm. If we approach from the l eft along the time axis , the 

resources at twill be those on the farm at the end of the last cycle 

of production - they wil l be the outputs of the farm. Approaching 

from the right, the resources at twill be the inputs for the cycle 

i nmediately following t . There is thus a discontinuity at t . 

(In order to remove the possibility of any alteration in the plan 

during production we assume all inputs and consumption are utili sed 

at the begjnning of the cyc le and output i s produced at the end of 

the cycle.) 
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The problem for present prices is that they bridge the discontinuity 

at t. Only when present prices are determined will the value of the 

budget constraint be given. Previously the resource endowment was a 

collection of physical articles - cows, corn, potatoes, etc. The 

position of the peasant at time tis as follows : he has a group of 

commodities and an appreciation of the production function . If he is 

given a series of pri ces for commodit ies and factors two things will 

follow directly. Fi rstly, the budget constraint is given and 

secondly his price expectations for the coming period are formed. 

The optimum pl an for production can be determined for future cycles 

(we assume that- future prices are expected to be constant . ) 

The variati on in future income as more of present income is invested, 

called here the profit function, is the bas is on which the allocation 

between present and future income is made . The crucial decision for 

our analysis i s the one between present consumption and investment in 

the cycle immedi ately following. 

Once this decision is made we have a further budget constraint given , 

this time for investment. The optimum production plan can easily be 

formulated from this, the production function and expected prices. 

It must be remembered that the output from production and the price 

i t realizes are both stochasti c vari ables. In the first instance we 

assume that the peasant does not take account of this but takes the 

expected value of the variable and i gnores variance and higher moments. 

The al l ocation between present and future expected income , highlights 

an essential characteristic of the peasant household - it is 

simultaneously a producer and a consumer . The consumer rol e is 



recognized by it discounting future income and thus ruling out the 

possibility of the household consistently investing a large proportion 

of each year's income so as to accumul ate a large amount many years 

hence. 

The process by which present prices are determined can be divided into 

three ~ajor steps. The first of these is the dynamic problem of 

choosing the optimum income stream over the planning period, for the 

-individual peasant household. From this we have the budget constraint 

on investment in the coming year. Given this constraint, optimum 

production must be determined. In both of these steps, plans are 

formed on the basis of expected prices, which are taken as parameters. 

The fina l stage is to aggregate the peasant households to determine a 

set of prices which will leave the economic system in equilibrium. 

We deal with these stages in turn. 

(1) The dynamic problem. 

In this section we treat prices as parameters and thus the initial 

physical resources of the household can be converted into value terms. 

We assume that there is a continuous function, the profit function, 

whi ch converts any quantity of present value intp value at one year's 

hence. This function can be easily depicted using the standard model 

of the competitive firm al ong with some modifications . 

The peasant's budget constraint is given by the total cost - the 

shaded rectangle DCEO when q1 units of output is produced. However, 

the peasant does not choose to produce ql units . His choice relates 

to the quantity of income invested. Once he makes this decis i on he 

wil l seek to maximise profit. Since i t is hi s total cost that is 

I~ 
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