
Poor productivity in agriculture produced a weak and unstable market for 

manufactured goods. To adapt to this situation most industrial enterprises adopted 

strategies of diversification that damaged their own productivity and thus prevented 

them from competing abroad. Market instability also had pervasive effects on the 

fmancial costs for producers of manufactured goods. 

Tortella has also pointed out social stratification and illiteracy as causes of retardation. 

The effects of social stratification were a very unequal distribution of income and a 

concentration of profits in the hands of a stratum of aristocratic landowners unwilling 

to invest in innovative sectors. Illiteracy was a consequence of the low income level 

of most peasants and, this in turn, prevented them from learning new techniques and 

hindered migration. Such situations were more common in areas of lower productivity 

and worse physical conditions, so we can consider these obstacles to development as 

social aspects of agricultural conditions. 

Trade policy has often been cited as one of the major reasons for Spanish 

backwardness. The importance of this factor has been grossly exaggerated. Some 

trade protection to industry was justifiable as a second best policy designed to 

encourage innovative activities. Tariffs applied to agricultural products and raw 

materials were unjustifiable, but were only relevant from 1890 onwards. Other 

policies adopted by the authorities in the second half of the nineteenth century 

probably had worse consequences. Preferential fmance conditions granted to railways, 

budget deficits and monetary disturbances affected interest rates and obstructed the 

flow of capital to more innovative sectors. 

As mentioned at the beginning of the paper, the relative degree of Spanish retardation 

increased during the three decades preceding World War I. This has to be seen in 

terms of both the structural problems of Spanish economy, outlined immediately 

above, and changes in the international economic environment during these years. The 

most critical factors determining the slowdown are as follows: 
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a) the exhaustion of the domestic market for manufactured goods after some 

decades of expansion (an expansion based on the substitution of imports and 

craft goods) ; 

b) the loss of the last few colonies and the inability of Spanish industry to compete 

in open international markets; 

c) the cost of colonial wars and the fiscal policy of the Government that caused 

the budget deficit and the national debt to grow and produced an increase in 

interest rates ; 

d) the inconvertibility of Spanish paper money after 1883 that created uncertainty 

about the exchange rate which in turn could have depressed imports of capital 

Most Spanish economic historians agree that there are no simple explanations for the 

economic backwardness of the country. The task of historians should be to assess 

each factor and attach to it the weight that it deserves . 
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