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Introduction 

 

In 1672 France and its allies invaded the Dutch Republic by land, while the English attacked by sea. 

This Year of Disaster (Rampjaar) and the ensuing Dutch War (1672-78) formed one of the most 

dangerous periods in the existence of the Dutch Republic (1579-1795). To fight off its big European 

neighbors the Dutch needed to raise great amounts of troops, build more fortifications and expand its 

navy with new ships. In addition, they had to acquire weapons, ammunitions and other resources 

necessary to defend the Republic. In order to pay for these resources millions of guilders were 

required. The seven provinces making up the Republic consequently decided to increase their taxes 

and to borrow on the capital market. With regard to the latter, the Dutch Republic had the reputation of 

having excellent credit and paying the lowest interest rates in Europe. This held in particular for 

Holland, the richest of the seven provinces. From the late sixteenth century onwards, this province was 

able to issue large sums of long-term debt at progressively lower interest rates.
1
 This capacity is 

considered as one of the essential features that supported the Republic‟s independence for more than 

two centuries. Although scholars have assigned this important role to Holland‟s borrowing capacity, 

we still lack a detailed analysis of this province‟s debt policy. What were the conditions of the loans 

issued? And what was the rationale behind the choice for these particular conditions?
2
 This essay will 

answer these questions by investigating the debt issuing policy of Holland during the Dutch War. 

By examining this policy we thus confront one of the important means which enabled the 

Dutch to successfully defend their territory. This close relation between war and debt emerged all over 

Europe between the sixteenth and eighteenth centuries, for the Dutch War was only one of many wars 

that were the bloody manifestations of an ongoing power struggle which dominated these centuries.
3
 

These wars were fought on a progressively larger scale with more advanced weaponry and 

consequently higher costs. As a means to raise these increasing sums, European rulers set up tax 

systems that covered an increasing size of territories and populations. As a consequence, the 

administrative role of the state at national or provincial levels grew at the cost of local ones. This 

process of state formation took place all over Europe but expressed itself in different forms. While for 

instance in England, France, Spain and Sweden political and fiscal powers became increasingly 

                                                           
1
 Between 1515 and 1565 Holland‟s provincial estates had also issued loans. But then the Dutch Revolt damaged 

provincial credit for thirty years. We will examine this in-depth in chapter 2. 
2
 A first step in this direction has been taken by O. Gelderblom and J. Jonker, “The Conditional Miracle: 

Institutional Change, Fiscal Policy, Bond Markets and Interest Rates in Holland, 1514-1713” (working paper 

2009). 
3
 M. „t Hart, The Making of a Bourgeois State: War, Politics and Finance during the Dutch Revolt (Manchester 

1993) 2, 158. 
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centralized at a national level, the Dutch Republic‟s political structure remained highly decentralized 

with fiscal centralization only at the provincial level.
4
 

Apart from these differences with regard to the extent of centralization, the organizational and 

administrative effectiveness of tax systems also varied. In France central authorities never had a 

complete overview of tax revenues, but in Holland taxation was efficiently coordinated by the 

provincial Finance Office.
5
 Because taxes formed the main source for interest and redemption 

payments, public borrowing was intimately connected to the setting up of tax systems. Initially, some 

rulers pledged princely domains or ecclesiastical property as collateral for their debts. But in many 

European states this role was taken over by tax revenues during the sixteenth and seventeenth 

centuries.
6
 Because in war time tax revenues always fell short of expenses, a state‟s capacity to borrow 

was crucial for paying its troops.  It could even affect the outcome of wars. Peter Dickson for instance 

argued that in England institutional changes led to a “financial revolution” at the end of the 

seventeenth century, which enabled the English state to borrow enormous amounts of capital and 

subsequently win the Anglo-French power struggle of the eighteenth century.
7
 

Although scholars have assigned this crucial importance to the role of public debt, they have 

focused almost exclusively on this fiscal and institutional side to explain its creation and development. 

What lacks in their analyses is the interaction between the state and the capital market. Building up an 

effective tax system to pay for interest was one thing, but inducing investors to buy state securities at 

as low interest rates as possible was another. By constantly feeling out each other both government 

and investors must have influenced the cost of debt.
8
 This essay will investigate the influence of this 

interaction on Holland‟s debt issuing policy during the Dutch War. Initially this will include 

consideration of the parameters in which this interaction took place: institutional developments, 

previous debt history, and the political and economic situation. Subsequently, the conditions of each 

issue of debt and the subsequent reaction of the capital market will be investigated to analyze what 

motivated people to invest or not, and the abilities of the government to influence these incentives 

(and vice versa). Holland and the Dutch War are especially interesting for such an analysis as at this 

time Holland had excellent credit, the lowest interest rates of Europe and an advanced capital market. 

However, after the French invasion in 1672 credit was severely damaged. The interaction between 

state and market can therefore be investigated in circumstances of good and bad credit. 

                                                           
4
 M. ‟t Hart, “The Emergence and Consolidation of the „Tax State‟. The Seventeenth Century” in: R. Bonney, 

Economic Systems and State Finance (Oxford 1995) 281-293, at 282-283; C. Tilly, Coercion, Capital and 

European States, AD 990-1992 (Cambridge MA 1992) 74-75. 
5
 R. Bonney, “France, 1494-1815” in: R. Bonney, The Rise of the Fiscal State in Europe, c. 1200-1815 (Oxford, 

1999) 123-176, at 136; J.F. Bosher, French Finances 1770-1795: From Business to Bureaucracy (London 1970) 

6; W. Fritschy, “The Efficiency of Taxation in Holland” in: O. Gelderblom (ed.), The Political Economy of the 

Dutch Republic (Farnham 2009) 55-84. 
6
 ‟t Hart, Bourgeois State, 158-159. 

7
 Dickson, The Financial Revolution in England: A Study in the Development of Public Credit, 1688-1756 

(London 1967) 8-9. 
8
 Gelderblom and Jonker, “Conditional Miracle”, 3. 
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Historiography 

 

By virtue of its importance for the Republic‟s fight for independence the topic of Holland‟s public 

debt has received much scholarly attention. Before we will discuss this essay‟s approach in more 

detail, we will therefore briefly consider this historiography to take account of other dimensions and 

approaches with regard to Holland‟s public debt. The standard work on the topic is Het Tekort by 

Eduard Dormans. This book is a general survey about the development of Holland‟s debt during the 

existence of the Dutch Republic. The core of the work concentrates on the amount of debt over time in 

connection to tax revenues and the political situation. The author shows that despite an enormous rise 

of tax revenues, taxes could not keep pace with the huge increases in public borrowing. As a result an 

increasingly larger part of taxes was spent on interest payments. According to Dormans, this 

necessitated Holland to cut down military expenses to such a dangerous level that France could easily 

conquer the Republic in 1795.
9
 

Other authors have concentrated on the origins of Holland‟s public debt and the causes for its 

success in the 17
th
 and 18

th
 centuries. With “success” we mean the ability to issue great amounts of 

debt at progressively lower interest rates. According to James Tracy, these origins can be found during 

the rule of the Habsburg emperor Charles V as Count of Holland. That means that the origins of 

Holland‟s public debt had already been established before the Dutch struggle for independence began 

in 1568. Tracy maintains that institutional changes in the first half of the 16
th
 century eventually 

resulted in the establishment of provincial credit. In addition, there emerged a free capital market in 

Holland that enabled the province to borrow unprecedented amounts of money. This was the first time 

in history for a provincial government (in contrast to local governments) to have established good 

credit. For Tracy these developments signified a “financial revolution”.
10

 

This view has been challenged by the Amsterdam historian Wantje Fritschy.
11

 She maintains 

that the origins of Holland‟s system of borrowing and its ensuing success cannot be found in the 

Habsburg period, but during the first years of the Dutch Revolt. In this period, the last quarter of the 

16
th
 century, a “tax revolution” took place that increased the income of the province to such levels that 

after 1600, when it had become clear that Holland had a good chance to stand its ground against Spain, 

and when there had evolved a secondary capital market, investors had the guarantee that their interest 

                                                           
9
 E.H.M. Dormans, Het Tekort (Amsterdam 1991). 

10
 J.D. Tracy, A Financial Revolution in the Habsburg Netherlands: Renten and Renteniers in the County of 

Holland, 1515-1565 (Berkeley 1985). 
11

 As we will see in chapter 2, these views are not as incompatible as Fritschy presents them. 
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would be paid.
12

 This success was subsequently maintained in the 17
th
 and 18

th
 centuries by the 

establishment in 1624 of a central Finance Office which controlled taxation in an effective matter.
13

 

Another dimension to the “success” of Holland‟s public debt is the supply side of government 

borrowing: the availability of capital. One could say that in a state with a relative abundance of capital, 

it would be easier for a government to have access to capital than in a state with a scarcity of capital. 

Jan de Vries and Ad van der Woude describe a part of this story in The First Modern Economy, their 

standard work on the Dutch Republic‟s economic history. From the figures of yearly interest payments 

from government and VOC debt only, they show that there were huge amounts of capital available in 

Holland. We will turn to the details of their analysis when discussing the Dutch war.
14

 

Then there is the social approach to public debt. Who were the investors? Marjolein ‟t Hart has 

investigated this aspect in various articles and her PhD thesis. A core element of Holland‟s public debt 

was the relative spread of the debt across all kinds of social groups, though just like abroad 

government officials formed a large group of investors. Related to this aspect, was the role of 

provincial tax receivers. These receivers were spread over 16 (later 18) cities in Holland and as a result 

it was easy for investors to hand in their money and collect the interest. ‟t Hart also claims that these 

receivers played an important role in the placing of the debt by their functions as brokers in the 

different local networks.
15

 

A new approach has recently been taken by Oscar Gelderblom and Joost Jonker. They claim 

that the foregoing aspects are only a part of the story of Holland‟s successful system of public debt. To 

these must be added the continuous interaction between the government and the capital market for 

public debt. They analyze this interaction for the years 1515-1713. By changing the conditions of debt 

issues, the government tried to attract people to invest in government debt. Moreover, by reacting on 

market signals it was able to issue the kind of debt for which demand was highest. In this way 

Holland‟s government was not only able to attract investors, but also to lower its interest rate over 

time.
16

 

 

  

                                                           
12

 W. Fritschy, “A „Financial Revolution‟ reconsidered: Public Finance in Holland during the Dutch Revolt, 

1568-1648”, Economic History Review 56 (2003) 57-89. 
13

 W. Fritschy, “The Efficiency of Taxation in Holland” in: O. Gelderblom (ed.), The Political Economy of the 

Dutch Republic (Farnham 2009) 55-84. 
14

 J. de Vries and A. van der Woude, The First Modern Economy: Success, Failure and Perseverance of the 

Dutch Economy, 1500-1815 (Cambridge 1997) 120-121. 
15

 M.C. ‟t Hart, Bourgeois State; idem, “Public Loans and Moneylenders in the Seventeenth Century 

Netherlands” in: Economic and Social History in the Netherlands 1 (1989) 119-139; idem, “Mutual Advantages: 

State Bankers as Brokers between the City of Amsterdam and the Dutch Republic” in: Gelderblom, Political 

Economy, 115-142. 
16

 Gelderblom and Jonker, “Conditional Miracle”. 
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Methodology 

 

This thesis will take account of all of the foregoing dimensions of Holland‟s public debt, but its 

approach will be based on the work by Gelderblom and Jonker. This approach will first be applied to 

analyze the establishment of credit in the sixteenth century. For this period the works by Tracy and 

Fritschy are of importance. Their analyses of institutional and fiscal factors will be discussed and 

examined from a perspective of government-market interaction. Understanding the relationship 

between these factors and credit is essential for acquiring a clear grasp of the interaction between the 

government and the capital market during the Dutch War. For the period 1600 and 1670 we will 

mainly depend on secondary literature. In particular Dormans will be of use. For the core of this thesis, 

the period 1670-1678, primary source material is also of major importance. 

To examine the influence of government-market interaction on Holland‟s loan issuing policy, 

four steps have to be taken. First, the financial data with regard to Holland‟s debt have to be collected. 

The main source for these figures is the archive of Holland‟s Finance Office (Kantoor van de Financie 

van Holland). This archive holds for instance the debt registers (leggers) of the provincial receivers‟ 

offices and several other documents containing overviews of Holland‟s debt for specific time periods. 

In addition, there are the personal archives of government functionaries that include financial 

documents that can be of value. The archive of Alexander Gogel, Dutch finance minister in the 

beginning of the nineteenth century, for instance contains a report from 1678 about the financial 

consequences of the Dutch War. 

Second, the policy of Holland‟s government has to be investigated. For this aspect the 

resolutions of the States of Holland, the representative assembly that governed the province, are the 

main source. These resolutions can be found in the archive of the States of Holland. In addition, we 

have the minutes of the assembly‟s meetings for the years 1671-1675. These minutes have been made 

by two members of the States and they have been published in 1903.
17

 While the resolutions only 

show the final decisions by Holland‟s provincial estates, the minutes also show the deliberations 

leading to these decisions. Finally, we also have the resolutions of the States of Holland‟s daily 

executive board (Gecommitteerde Raden). These resolutions sometimes give additional information, 

though the central policy decisions were made in the States‟ assembly. The archives of Holland‟s 

Finance Office, the personal archives of government functionaries, and the archives of the States of 

Holland and Gecommitteerde Raden can all be found in the National Archive (Nationaal Archief) in 

The Hague. 

 Third, we have to inquire into the literature about Holland‟s public finance as well as the 

literature regarding the economic and political situation at the eve of and during the Dutch War. This 

                                                           
17

 N. Vivien and C. Hop, Notulen gehouden ter Staten-Vergadering van Holland (1671-1675), ed. N. Japikse 

(Amsterdam, 1903). 
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literature has to be examined to put the financial data and the States‟ policy into context. As we will 

see in this essay, politics and borrowing are intimately connected.  

Finally, these three different elements have to be analyzed together. This will lead to a 

synthesis which makes the capital-market interaction during the Dutch War comprehensible. The 

result of this analysis will be presented in the third chapter of this thesis. 

   

But before we will analyze Holland‟s debt issuing policy during the 1670s, we need an understanding 

of Holland‟s political and fiscal structure. Chapter 1 will therefore start with a brief explanation of the 

political structure of the Dutch Republic and the position of Holland within this structure. 

Subsequently, we will look at Holland‟s own political and fiscal system. In particular the province‟s 

tax structure will be explained. This is essential as taxes and public debt were intimately related. Taxes 

for instance served as a pledge on Holland‟s debt. Furthermore, borrowing was necessary because 

taxes fell short of expenses. It is therefore important to consider which taxes were levied and how their 

revenues developed over time, because we then get an understanding of why Holland issued debt at 

this or that specific moment in time. In addition, we will investigate how taxes and debt were 

administrated. Special attention will be given to Holland‟s provincial receivers, who were responsible 

for the collection of taxes and the placing of debt issues. What was their role in Holland‟s debt policy? 

After covering the administrative and fiscal background of Holland, we will move onto the 

topic of public debt. In chapter 2 we will examine the history of Holland‟s public debt from the 

beginning of the sixteenth century onwards to 1670. First, we will concentrate on Holland‟s debt 

during the rule of the Habsburg sovereigns Charles V and Philip II. At this time, Holland for the first 

time issued debt on the collective credit of the province. Next, we will investigate the interruption of 

credit during the first decades of the Dutch Revolt and subsequently the restoration of credit at the end 

of the sixteenth century. Examining this period is important because we will first learn what was 

needed for a government to establish good credit, and second what the capital market and government 

expected from each other. What were for instance the considerations of investors when buying 

government securities? Why were they interested in particular securities but not in others? 

Subsequently, we will look more briefly at the development of Holland‟s debt from the beginning of 

the Twelve Years‟ Truce in 1609 to 1670. Special attention will be paid to the enormous increase of 

Holland‟s public debt and to Holland‟s general fiscal situation. The research for this period will focus 

on various aspects of public debt: institutional changes, the kinds of debt issued, the availability of 

capital, economic and political developments, alternative investment opportunities, the role of a 

secondary capital market, and the interaction between the government and the market.  

Chapter 3 will form the core of this thesis. For the years 1670-78 the aforementioned aspects 

of public debt will also be taken into account, but the main focus will be on the debt issuing policy of 

the States of Holland. The analysis of this policy contains many different elements. First of all, the 

amount of the debt issued in this period will be discussed, the kind of securities issued, the character of 
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the debts (for instance voluntary or forced loans) and the conditions attached to each loan issue. Next, 

the policy of the government will be discussed. This enables us to analyze the interaction between the 

States of Holland and investors. Did investors do what Holland‟s government wanted them to do and 

vice versa? Did the States accomplish their goals or did their policy fail? The relationship between 

policy and the actual practice will thus be investigated. In the conclusion the arguments developed in 

the preceding chapters will be summarized. 
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Chapter 1. Political and fiscal structure of the Dutch Republic 

 

“The United Provinces are not one Republic,  

but seven different Provinces,  

that have nothing in common,  

except their contractual obligations for common defense”
18

 

 

Johan van Oldenbarnevelt, Grand Pensionary of the Dutch Republic, in a memorandum from 1607. 

 

The seven provinces making up the Dutch Republic did not share a uniform history. They were only 

bound to each other because they had all gradually come under authority of the Habsburg Emperor 

Charles V (1500-1558) during the first half of the sixteenth century. In 1548 he subsumed them, 

together with ten other southern and eastern Low Countries provinces, under one separate 

administrative entity headquartered in Brussels.
19

 There the Seventeen Provinces were each 

represented in the Estates General. All seventeen they shared a strong feeling of autonomy that 

resulted in heavy resistance against attempts by the central administration to acquire more authority. 

The urbanized western regions, for instance, had a history of urban self-government, while in the 

northern provinces of Friesland and Groningen independent peasant republics had enjoyed the “Frisian 

Freedom” until the end of the fifteenth century. Moreover, this tradition of self-government did not 

only imply resistance to the central administration, but also distrust between provinces and even 

discordance within provinces. There was for instance rivalry between the western urbanized provinces 

dominating the Estates General and the eastern rural provinces. Within the western provinces there 

was discordance between towns and villages.
20

 The latter detested the political hegemony of towns, 

which for instance used their power to transfer the tax burden to the countryside. These differences 

both between and within provinces explain the lack of cohesion that Holland‟s leader Oldenbarnevelt 

referred to in his memorandum from 1607. 

 Because of the provinces‟ strong attachment to provincial and local autonomy, the Emperor 

did not succeed in imposing a uniform institutional structure on the different regions. On the contrary, 

the provincial estates each bargained with their sovereign on grounds of common law and acquired 

privileges. The provinces acknowledged that the sovereign had a right of taxation. The Emperor then 

asked the States General to raise a particular sum (bede). However, the actual amount and conditions 

                                                           
18

 Johan van Oldenbarnevelt quoted in: R. Fruin, Geschiedenis der Staatsinstellingen in Nederland tot den Val 

der Republiek (The Hague, 1922) 210. “De Vereenichde Nederlanden syn nyet één Republique, maar seven 

Provintien, nyets gemeen hebbende met malcanderen, dan alleen ’t gunt by contract totte gemeene defensie 

gelooft is”. 
19

 J.I. Israel, The Dutch Republic: Its Rise, Greatness and Fall 1477-1806 (Oxford, 1995, 1998) 64. 
20

 W. Blockmans and W. Prevenier, The Promised Lands: The Low Countries under Burgundian Rule, 1369-

1530 (Philadelphia, 1999) 235-241; G. Parker, The Dutch Revolt (London, 1977, 1985, 2002) 30; M.R. Prak, The 

Dutch Republic in the Seventeenth Century: The Golden Age (Cambridge, 2005) 8-13. 
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of beden were decided on in the estates meetings of the different provinces and in the States General in 

Brussels where the Seventeen Provinces met together. After approval, the consented sum was 

distributed over the provinces according to a quota system.
21

 

The Emperor‟s son Philip II, king of Spain, succeeded his father as sovereign of the Seventeen 

Provinces in 1555. Both Charles and his son ruled an enormous empire of which the Low Countries 

were only a small part. They were among the most powerful rulers of their time. As a result, they 

played a key role in the European power struggle that characterized early modern Europe and they 

almost continually had to fight some war somewhere in their territories, but in particular against 

France (Habsburg-Valois wars) and the Ottoman Empire.
22

 The different territories of these Habsburg 

rulers were supposed to support their sovereign in this power struggle and at least pay for the expenses 

made in their own territory. But the war against France that was fought in the southern Low Countries 

demanded so much money that large amounts had to be sent in from Spain.
23

 To increase the financial 

contributions of the Low Countries and to lessen the dependence on the provincial estates, the 

Habsburgers tried to increase the power of the central administration. Provincial elites received a 

smaller role at the central court in Brussels and the Spanish king harshly repressed upcoming 

Calvinism against both the will of the Low Countries‟ elites and the population. The first led to the 

estrangement and protests of parts of the Dutch elite while the latter culminated in 1566 in iconoclasm 

(Beeldenstorm). These developments were the forerunners of the Dutch Revolt.
24

 

In the middle of the 1560s, Philip II thus not only had financial but also political and religious 

problems in the Low Countries. To solve these issues he sent an army headed by one of his most able 

military commanders, the duke of Alva. But though Alva succeeded to a large extent in repressing 

Calvinism and the rebels of 1566, the resistance of provincial elites to centralization was not broken. 

In 1568 the Low Countries‟ highest noble, the Prince of Orange, formed an army to fight Philip II. 

These first military attempts remained, however, unsuccessful. Meanwhile Alva continued the Spanish 

policy of centralization. In 1569 he tried to introduce taxes that could be levied without consent of the 

provincial estates and which had to be administrated directly by the central government in Brussels. 

The most famous of these taxes was the 10
th
 penny, a 10% tax on all moveable goods.

25
 This tax was 

fiercely resisted and even when Alva decided in July 1571 to levy this tax with force, shopkeepers and 

traders obstructed its collection. These fiscal problems negatively affected the economy and 

subsequently raised the discontent of larger parts of the population.
26

 When in April 1572 the Sea 

Beggars took Brielle, the Dutch Revolt gained momentum and the great rebellion that then broke out 

                                                           
21

 De Vries and van der Woude, First Modern Economy, 92, 99.  
22

 J. Lynch, Spain, 1516-1598: from a Nation State to World Empire (Oxford, 1991) 100-101. 
23

 F.H.M. Grapperhaus, Alva en de Tiende Penning (Zutphen, 1982) 97; J. Tracy, Emperor Charles V, 

Impresario of War: Campaign Strategy, International Finance and Domestic Politics (Cambridge, 2002) 271-

272. 
24

 Parker, Revolt, 50-84. 
25

 Grapperhaus, Alva, 99; Israel, Dutch Republic, 162-163. 
26

 Parker, Revolt, 116; De Vries and Van der Woude, First Modern Economy, 94. 
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evolved into a war that continued until 1648 (The Eighty Years War), which eventually brought 

independence to the Seven United Provinces of the Dutch Republic.  

In 1579 Holland, Zeeland, Utrecht, Gelderland, Friesland, Groningen and Overijssel signed 

the Union of Utrecht to collectively fight Philip II‟s armies. But this Union did not result in one 

administration governing the total territory of the Republic. The notion of provincial sovereignty that 

was so dear to the provinces and which had incensed the Dutch Revolt necessitated a Union with a 

high degree of provincial autonomy. Only on the issues of defense, war finance and foreign policy did 

the seven provinces collectively decide.
27

 In order to administrate these matters they set up a supra-

provincial administration: the Generality. This administration can be considered the Dutch Republic‟s 

central level of government. As several of its institutions are central to understanding the fiscal and 

public debt systems of the Republic, they will be briefly discussed in the following sections. 

 

States General 

 

The Generality‟s most powerful institution was the States General. In this assembly all seven 

provinces were represented with an equal vote and decisions were made on matters that concerned the 

Republic as a whole.
28

 This was often not easy. Though it was crucial for the survival of the provinces 

to combine forces on war and its finance, decision making was often time consuming as each province 

had different views and interests. In addition, provincial sovereignty dictated that decisions had to be 

taken unanimously as this notion implied that nothing could be decided upon against the will of an 

individual province. As a result constant deliberations and bargaining between provinces took place, 

but also consultation between provincial delegates in the States General and their principals in the 

provincial estates.
29

 Most of the time however, this bargaining and consultation did not take place 

within the meeting of the States General itself. Instead decisions were often pre-arranged by 

commissions that covered specific issues, so that the assembly only had to show its thoughts and give 

its approval. The advantage of these commissions was specialization on specific questions, but also to 

let informal talks and consultation take place out of the public eye. As a result of this system, public 

conflicts were avoided.
30

 

This did, however, not imply that unanimity was easily reached. On the contrary, in practice 

decisions were often forced through by pressuring and sometimes even by majority voting. It was then 

often Holland, the most contributing and subsequently the most powerful province, that came of best. 

The theoretical supposition in the Union of Utrecht that each province had an equal vote did thus not 

                                                           
27

 Fruin, Staatsinstellingen, 197. 
28

 Plus decisions regarding the Generality Lands. These were occupied territories in Brabant, Limburg, Zeeland 

and south-east Groningen that were governed directly by the Generality. 
29

 S.J. Fockema Andreae, De Nederlandse Staat onder de Republiek (Amsterdam, 1961) 16-17. 
30

 G. de Bruin, Geheimhouding en Verraad: De Geheimhouding van Staatszaken ten tijde van de Republiek 

(1600-1750) (The Hague, 1991) 144-148. 
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hold in practice. This especially came to the fore in the composition of commissions. In these 

commissions Holland had two delegates while the other six provinces had only one. Especially the 

leader of Holland‟s delegation, the Grand Pensionary (Raadpensionaris), who had a great influence on 

decision-making as he sat in many commissions and who was as a result well-informed on many 

questions including government finance. Furthermore, the Clerk of the States General, and the 

treasurer-general and secretary of the Council of State attended many important commissions. These 

functionaries always came from Holland and this increased the influence of this province even more. 

Holland thus dominated the States General and as a consequence its elite led the Republic. Only the 

Stadholder could now and then, with the support of other provinces, block Holland‟s agenda.
31

 It is to 

this functionary that we will now turn. 

 

Stadholderate 

 

The Republic inherited this peculiar functionary from Habsburg rule, when the Stadholder acted as a 

provincial governor in name of the Spanish king. After the start of the Revolt, the united provinces 

decided to uphold this function but in a different form. Instead of a governor in name of the king, he 

became the highest dignitary in service of each individual province. In this function he was always 

allowed to attend the meetings of the provincial States and its daily executive board.
32

  

For five of the seven provinces (Gelderland, Holland, Zeeland, Utrecht and Overijssel) the 

Stadholderate was always fulfilled by the prince of Orange. Friesland, and sometimes Groningen, 

chose a Stadholder from the house of Nassau, a family branch related to the prince. Because the 

Stadholder had the right to chose magistrates after nominations by the provincial States and towns, the 

prince was able to build up a clientele in local administrations across the Republic. Next, the 

Stadholderate was coupled to the functions of captain-general of the army and admiral-general of the 

navy, in which functions the Princes of Orange acquired much prestige by their military successes in 

the Eighty Years War. This prestige, its powers of patronage and a seat in the Council of State, made 

the Stadholder very powerful. He could therefore act as a rival against the leading role of Holland and 

its Grand Pensionary. Two times in the history of the Republic, after the death of a Stadholder, 

Holland‟s elite did therefore not appoint a successor: between 1650 and 1672, and between 1702 and 

1747. But in times of crises, the population and elite members related to the prince, called for and 

achieved the restoration of the Orange princes to the Stadholderate.
33
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Council of State 

 

The States General was supported by several institutions, of which the Council of State was the most 

important. The Council of State had executive power in Generality matters and convened once or 

twice a day. From its 12 members three delegates came from Holland, two from Gelderland, Zeeland 

and Friesland, and one from Groningen, Overijssel and Utrecht.
34

 Again, we are confronted with 

Holland‟s superior influence in a central institution of state. Furthermore, two civil servants had a seat: 

the Secretary of the Council and the Treasurer-General, who also always came from Holland.  

Together with Holland‟s Grand Pensionary and the Clerk of the States General, these functionaries 

belonged to the most important policy makers of the Republic. In addition, the Stadholders often 

attended the Council.
35

  

The Council of State‟s executive function concentrated on the organization and supervision of 

the military, governance of the generality lands and on administrating the Generality‟s finances. In 

addition, it was the highest judicial authority on various issues, it advised the States General on 

demand and its members sat in many commissions of the States General. It was thus in charge of 

matters crucial for the survival of the Republic and could influence the agenda of the Republic‟s 

policy. However, the actual decision making was in the hands of the States General, and the Council 

of State‟s task was only to complement it.
36

 While for instance the command of the army was in the 

hands of delegates of the States General and the Stadholder, the Council had to take care of the 

organization of the army according to the strategy set out by first. The same applied to financial 

matters. 

 

Generality finances 

 

The Council of State, and in particular the treasurer-general, was in charge of the administration of the 

Republic‟s finances. Every fall, the treasurer-general made up a petition in which on the one hand the 

financial and political situation of the Republic was analyzed and on the other hand were listed the 

sums necessary to maintain or improve this situation. This General Petition (Generale Petitie) was 

subsequently sent to the States General and the individual provinces for discussion. This demand for 

approval of the General Petition was the continuation of a custom from pre-Revolt times, when the 

sovereign asked each of the provinces for a certain tax contribution in the yearly bede. When the 

provinces had rejected Philip II, sovereignty was transferred to each individual province, and 

negotiations between provinces about the General Petition took place in the States General.
37
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While in the General Petition total sums for the defense of the Republic were listed, there was 

also a specific budget made that outlined which province took care of which expense. This budget was 

called the Staat van Oorlog. In general, one tried to let individual provinces pay for their own troops 

and fortification works within their own province. This was mainly done because it avoided the risky 

transfer of huge sums of money but the idea of provincial sovereignty also implied that a province 

preferred as much control as possible on its sums spent. In this system troops were therefore 

repartitioned over the seven provinces, the so-called repartitiestelsel. This signified that troops were 

then on the payroll of individual provinces, but under command of the Generality.
38

 

The defense costs specified in the General Petition and Staat van Oorlog then had to be paid 

by the individual provinces. In the Union of Utrecht the united provinces had agreed to levy uniform 

taxes to raise the required sums, but in practice this remained a dead letter. The attempts by Philip II to 

introduce central taxation had been one of the causes of the Dutch Revolt and it was therefore no 

surprise that this stipulation in the Union was not observed. The seven provinces had agreed to 

collectively pay for the war to stand stronger against the Spanish king, but the way these required 

sums were raised remained a provincial affair. However, if there was no uniform taxation, another 

solution had to be found to distribute the costs. Again it was found in pre-Revolt tradition. Just like 

each province had paid a part of the bede to its sovereign in the time of the Habsburg rulers, each 

province was assigned a fixed quota in the sums demanded in the General Petition. After some 

modifications during the first decades of the Revolt, a permanent quota system was established in 

1616 (table 1).
39

 

 

Table 1. The Republic's quota system, 1616-1792.

Province Quota

Holland 58,31%

Friesland 11,66%

Zeeland 9,18%

Utrecht 5,83%

Groningen 5,83%

Gelderland 5,61%

Overijssel 3,57%

Source: Liesker and Fritschy, Gewestelijke Financiën , 6. On top of this, Drenthe paid 1% of the total sum.  
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From this table Holland‟s dominance in the Union‟s financial contributions is the most striking. This is 

explained by Holland‟s high share in the Republic„s total population (in 1680 around 45-48%), by 

Holland‟s comparatively advanced economic development and by its high tax revenues (it collected 

2/3 of total tax revenues in the Republic).
40

 This preponderance in contributing to the war effort 

explains the dominant influence of Holland in the central organs of state and policies of the Republic 

as a whole. 

The sums raised for the General Petition mainly went to land forces and fortification works. 

Money for the fleet was raised by duties on foreign commerce (convooien en licenten), levied by the 

five admiralties. This meant that the admiralties were expected to be self-supporting with the 

management of these taxes, but more than occasionally additional sums were taken up in the Petition 

to pay for the navy.  Other means of the Generality were the taxes collected in the Generality Lands 

whose administration was in the hands of the Council of State and a salt tax collected in every 

province to the credit of the Generality.
41

  Next, there were some casual revenues such as passport fees 

and forced contributions from conquered areas in war time.
42

 When these revenues did not cover total 

costs, the Generality complemented its deficits by borrowing. This was done in its own name or on the 

credit of Holland. The interest payments on these loans were supposed to be paid by the revenues from 

the generality lands and the salt tax, but these always fell short.
43

 In fact, Holland paid most of these 

interest costs and deducted it from its quota in the Staat van Oorlog. Without Holland‟s credit, the 

Generality would not have been able to issue a considerable amount of debt and here again Holland‟s 

importance for the Union was shown.
44

 

 

Responsibility for the correct administration of the Generality‟s revenues and expenses was in the 

hands of the treasurer-general. All payment orders demanded his signature, and all accountants 

(comptabelen) in service of the Generality informed him to be up-to-date on the Generality‟s financial 

situation. Each fall the treasurer-general drew up the Generale Petitie and its accompanying Staat van 

Oorlog, and subsequently it was his task to check whether each individual province met its quota. If 

the latter was not the case, he had to inform the Council of State which then tried to solve this matter 

with the province concerned.
45

 

The actual collection and spending of the Generality‟s money, the making of interest payments 

on Generality loans and the bookkeeping was done by the receiver-general of the Union, who fell 

under the authority of the treasurer general and whose office (Comptoir-Generaal van de Unie) was 
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settled in The Hague. As was mentioned above, this did not imply that the receiver-general collected 

the full sums specified in the General Petition. Instead he only received the part that was not directly 

spent by the individual provinces themselves. But these amounts directly spent had to be incorporated 

in the bookkeeping. Next, the receiver-general collected the tax revenues from the receivers in the 

generality lands, the casual revenues and the subscriptions to Generality loans. These revenues were 

then spent on ordinance of the treasurer-general, except for interest payments on the Generality‟s debt 

which demanded no signed ordinance.
46

 

 

Holland’s social, economic and political structure 

 

From the Generality‟s administration we will now turn to Holland‟s provincial government. As we 

have seen in the preceding section, individual provinces were in full control of how they raised the 

sums assigned to them in the General Petition. In the next sections we will investigate how Holland, 

the most contributing province, financed its quota. However, in order to understand its fiscal structure, 

we will first briefly look at Holland‟s social and economic structure and subsequently on its political 

system. 

Holland was not only the wealthiest province of the Dutch Republic, but economically also 

one of the most advanced areas of early modern Europe. The origins of its economic success are 

located in the dominance of the Baltic trade (therefore often called the “mother trade”) that Holland 

acquired during the 15
th
 century. This dominance was obtained by several factors such as Holland‟s 

favorable geographical position, its disposal of commodities demanded in the Baltic (herring, salt, and 

textiles), its vast number of large ships and its accompanying cheap freight rates. Holland‟s success in 

the Baltic trade in turn resulted in a positive feedback loop on other trades and industries. Due to the 

naval blocking of Antwerp since 1585 and the lifting of trade boycotts by the king of Spain in the 

1590s, Holland‟s merchants were able to employ their dominance of the Baltic trade and their large 

trading fleet in more distant markets. This signified an increase in the diversity of trades and resulted 

eventually in the dominance of the more profitable rich trades of Southern Europe and the East Indies 

that made the Dutch renowned for their Golden Age.
47

 

Besides these positive effects on other trades, the import of Baltic grain also enabled Dutch 

farmers to modernize their agriculture and cultivate more profitable and less labor-intensive products 

like meat, dairy, hemp and wool. As a consequence there was more labor at the disposal of trade and 

industry, which allowed these sectors to meet the growing demand for its products.
48

 Many formerly 

employed in agriculture left the countryside to work in the flourishing towns, which resulted in an 

                                                           
46

 B.E. de Muinck, Een Regentenhuishouding omstreeks 1700: Gegevens uit de Privé-Boekhouding van mr. 

Cornelis de Jonge van Ellemeet, Ontvanger-Generaal der Verenigde Nederlanden (1646-1721) (The Hague, 

1965) 18-25. 
47

 J.I. Israel, Dutch Primacy in World Trade, 1585-1740 (Oxford, 1989) 39-40; Prak, Dutch Republic, 87-110. 
48

 Israel, Dutch Primacy, 25-26. 



19 
 

urbanization rate that was exceptional for its time. This held in particular for Holland, though in the 

other provinces the urbanization rate was on average also higher than anywhere in Europe. In the other 

provinces 27% of the population lived in towns around the middle of the seventeenth century, but in 

Holland this was 61%! Countries like France (7.2%), England (8.8%), Spain (9.6%), Northern Italy 

(14.3%) and the Southern Netherlands (20.7%) did not even come close to this figure.
49

 Both these 

characteristics, an advanced economy and a high urbanization rate, were important for Holland‟s 

system of taxation and public debt. We will observe this when discussing Holland‟s fiscal and political 

system. It is to the latter that we will now turn. 

In every province, power of decision was the responsibility of the representative bodies of the 

provinces: the States. In Holland the States consisted of nineteen members: eighteen towns and the 

nobility. Holland‟s high urbanization rate thus clearly came to the fore in its provincial government. 

The towns each had one vote and the nobles, who were considered to represent the countryside, 

collectively had one vote. Still, the nobility had probably more influence than its 1/19
th
 vote would 

suggest, as its pensionary was also Holland‟s Grand Pensionary, which chaired the assembly and 

directed discussions in a particular way. Furthermore, the nobility had the right to vote first. In 

addition, its members were chosen for life in contrast to town delegates who came and went depending 

on changes in the town government. But despite these advantages, the towns clearly dominated the 

provincial assembly. The States of Holland had sovereignty on all matters that concerned the province 

as a whole. However, for military questions and taxation unanimity of decision was required. As a 

consequence, there was continuous ruggespraak between town delegates in the States and their town 

councils (vroedschappen).
50

 We thus see the decentralized power structure and customs of deliberation 

characteristic of the Republic as a whole back on the provincial level. 

Holland was administratively split into a Southern and Northern quarter. The Southern Quarter 

consisted of six big towns (Dordrecht, Haarlem, Delft, Leiden, Amsterdam and Gouda) and five small 

ones (Rotterdam, Schiedam, Gorinchem, Brielle and Schoonhoven). The Northern quarter consisted of 

seven towns, of which the first three were most influential: Alkmaar, Hoorn, Enkhuizen, Medemblik, 

Edam, Monnikendam and Purmerend. This administrative division only expressed itself in matters of 

taxation and debt: each quarter had an own daily executive board that coordinated these matters. 

However, both boards were subordinated to the States of Holland. In both quarters the same provincial 

taxes were levied at the same rates and the fact that this awkward administrative separation continued 

was only because of regional northern pride.
51

 While the bond between provinces was thin, it was also 

true of regions and towns within the provinces in which people still felt principally attached to local or 

regional territories resulting in the decentralization of division of sovereignty.
52
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The States of Holland assembled several times a week in The Hague, very close to the States 

General‟s meeting.
53

 This proximity must have been advantageous for Holland as it eased the 

ruggespraak between Holland‟s delegates in the States General and their principals in the provincial 

estates. While, for instance, it took Frisian delegates a day to travel to their principals, it took 

Hollanders a few minutes. As a result the States of Holland were always well-informed on Generality 

matters in a timely fashion and therefore able to react quickly to bend things to their will.
54

 Holland‟s 

provincial assembly was chaired by the Grand Pensionary (Raadpensionaris). In theory, this 

functionary had only a supporting judicial function, but his powers reached much further in practice. 

He was allowed to attend the sessions of the States daily executive board (Gecommitteerde Raden) and 

was the leader of Holland‟s delegates in the States General. In addition, he sat in many States General 

commissions and was in charge of diplomacy. Because of this wide array of functions, the Grand 

Pensionary was the most informed functionary of Holland and even of the Republic. Foreign powers 

saw him therefore as a kind of prime minister.
55

 

The decisions by the States of Holland were executed by a daily board or Gecommitteerde 

Raden. To a large extent its function consisted of financial administration. Both quarters each had a 

separate executive board, but there were differences in authority between the executive board of the 

Southern and Northern Quarter. While the first deliberated every day, the latter only met once every 

two weeks. Moreover, the Gecommitteerde Raden of the Southern Quarter were in charge of four 

times as many tax revenues as the daily board of the Northern Quarter, they maintained contacts with 

the Generality, set the agenda for the States of Holland and their sessions were often attended by the 

Republic‟s most powerful functionaries: the Grand Pensionary and the Stadholder. In practice, they 

were therefore in charge of their Northern equivalent, and when we will talk about Gecommitteerde 

Raden in this essay we will mean Gecommitteerde Raden of the Zuiderkwartier.
56

 

 

Holland’s fiscal structure and administration 

 

Holland‟s provincial revenues were distinguished into ordinary and extraordinary means. The 

prevailing financial norm at the time was that ordinary revenues paid for expenditures in “ordinary 

times” (i.e. times of peace) and extraordinary revenues for additional military spending in times of 

war.
57

 Ordinary expenses on defense, justice, administration and debt service were mainly covered by 

three kinds of ordinary means: excises (gemene middelen), a land and house tax (Verponding), and the 

so-called “collective means” (collectieve middelen). 
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The gemene middelen formed the bulk of these ordinary revenues, making up around 70% of 

the total during the 17
th
 century. They were predominantly levied on basic articles of consumption and 

because commerce was the base of excise taxation, these taxes fitted Holland‟s advanced and urban 

economy better than they would fit any other country. These gemene middelen automatically increased 

with the growth of the population and the economy, because in such cases it is fair to expect more 

products to be bought. Furthermore, it was a very flexible form of taxation. While, for instance, 

changing tax registers in case of a land tax could be very time consuming, extending the range of 

products subject to excises or adjusting its rates was very easy. In addition, collection could take place 

at the level of dealers and producers, which meant that not every household had to be assessed 

individually.
58

 Between 1574 and 1600, the number of excises increased from nine to more than forty. 

In addition, the States of Holland frequently raised their tax rates. Furthermore, the population grew 

significantly, which increased the tax base. Together with the growing wealth in the Republic, these 

factors explain the enormous rise in the yield of the gemene middelen from only 800.000 guilders in 

1578 to more than eight million in the 1650s. This tremendous increase in tax revenues initially went 

directly to the war against Spain, but since the beginning of the 17
th
 century they came to act as a 

pledge on Holland‟s growing public debt. The success of Holland‟s excise taxation (and its fiscal 

system in general) contributed to the trust of investors in the province‟s financial capabilities, and is 

therefore very important in understanding the history of Holland‟s public debt.
59

 

The collection of the gemene middelen was not in the hands of government officials but in 

those of private tax farmers. Four times a year an auction was held where these tax farmers could bid 

for the right to collect a particular excise in a particular tax district. The sums resulting from these 

biddings formed Holland‟s tax income. This was therefore only the net revenue of the excises as the 

tax farmer‟s profit or loss consisted of the difference between the yield of the collection and the sum 

paid at the auction. Because the tax rate was fixed by the States of Holland, the yield of the collection 

was dependent on the volume of transactions and the extent of tax evasion. For the government, this 

system of collection was comfortable because it received an assured sum of revenue from the auction, 

it did not need to send out government servants to collect the excises and in times of economic distress 

people blamed the tax farmers instead of the government.
60

 

The second ordinary tax was the Verponding. This was a direct tax of 20% on land rents and 

8.5% on the rental value of real property. It made up around one-fifth of total ordinary revenues. Each 

town and village was assigned a quota and subsequently these places made up assessment registers in 

which the quota was divided over its inhabitants. The amount this tax had to yield was thus established 

by the States and the tax was collected by local government officials (gaarders).
61

 Finally, there was a 
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group of taxes named the “collective means” of which a 5% inheritance tax and a 3.3% transfer tax 

were the most important. These taxes were also collected by government functionaries, in Amsterdam 

for instance by the town secretary.
62

 

 

Besides these ordinary revenues there were extraordinary revenues, consisting of wealth taxes, 

extraordinary Verpondingen and public loans. As said, the financial norm was that these revenues 

were only introduced in times of war and until the end of the 17
th
 century Holland succeeded in 

observing this rule. But from then onwards Holland needed extraordinary levies to pay for ordinary 

expenses, especially for the growing interest burden. So the wealth taxes that until that time had been 

considered extraordinary taxes, in fact became ordinary. 

In contrast to ordinary revenues, extraordinary means had to be consented to by the States of 

Holland for each individual levy. The wealth taxes were levied in two ways: by personal assessment 

and by “real” assessment. In the personal assessment people were taxed according to an assessment 

register that estimated the wealth of each household. This assessment included goods, ships, trades, 

salaries, furniture, jewels, securities, kitchenware and cash money. However, these assessment 

registers became out of date quickly and towns resisted making up new registers to shield their 

inhabitants from higher taxation. As a result the States of Holland consented to a new way of levying 

at the end of 1672: a “real” assessment. In this way government but also VOC securities were levied at 

the source: the tax was simply discounted when investors received their interest payments. Next, all 

real estate, whether assessed in the Verponding or not, became subject to this tax; and finally, the 

salaries of public offices were also taxed. Individuals were also still taxed by the personal assessment 

register, but the “real” levy could be deducted from the personal assignment. These wealth taxes were 

levied by town functionaries who were responsible to the town accountant; the town in turn was 

accountable to the Holland Audit Chamber.
63

 

The tax farmers and local government officials responsible for tax collection had to hand in 

the tax yields to district receivers or the receiver-general. There were sixteen receivers (Ontvangers 

van de Gemenelandsmiddelen) for sixteen voting towns and their hinterland. The remaining voting 

towns, Schiedam and Schoonhoven, were only allowed as autonomous tax districts in 1764 and 1788 

respectively. The Northern Quarter had a separate receiver general, but this functionary was under 

authority of the one of the Southern Quarter.
64

 The receivers were nominated by the cities, but 

appointed by the provincial government and they were not allowed to share information with the city 

government about what was going on in their office. They had to organize the auctions for farming out 
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taxes, but these auctions were always monitored by two other city representatives to prevent fraud 

with regard to local interests. In this way the States of Holland tried to fight local particularism.
65

 

It was also the responsibility of the tax receivers to place loans whilst the power of decision to 

issue public debt at behalf of the province was in the hands of the States of Holland. After the States 

approved a debt issue, they ordered Gecommitteerde Raden to set the wheels in motion. This implied 

that this executive board contacted the receiver-general in The Hague and the sixteen district receivers 

about the amount of debt that was assigned to each place.
66

 This assignation was determined by a fixed 

quota system (table 2). These quotas were based on the relative wealth of each city.
67

 

 

Table 2. Holland's quota system for provincial debt issues.

Southern Quarter 79,50% Northern Quarter 20,50%

Receiver-General 19,50% Alkmaar 7,85%

Dordrecht 8% Hoorn 4%

Haarlem 8% Enkhuizen 4,12%

Delft 8% Edam 0,95%

Leiden 8% Monikkendam 0,98%

Amsterdam 14% Medemblik 2,03%

Gouda 5% Purmerend 0,57%

Rotterdam 5%

Gorinchem 2%

Brielle 2%

Source: Nationaal Archief, Archief Staten van Holland, inv. no. 1409: "Minuten van Uitgaande Stukken", 26-03-1676,

a letter from Gecommmitteerde Raden to the provincial receivers regarding a debt issue of 500.000 guilders.

 

Investors could then visit the receiver‟s office for subscription. These subscriptions varied 

from a couple of hundred guilders to more than ten thousand guilders. Research into the social 

background of investors has shown that investors in public debt came from all layers of society, 

though the largest investors were political leaders and wealthy merchants.
68

 After completing placing a 

loan, the district receivers transferred the revenues to the receiver-general. On the total amount issued, 

the receivers were allowed a commission (makelaardijgeld). This commission declined over time from 

1% (1595) to 0.5% (1609) to 1/3%. So when in 1671 the States decided to issue two million guilders 

of debt, the receiver of Haarlem for instance had to issue 160.000 guilders and earned 533,33 guilders 
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commission which was a pleasant extra on top of his 1800 guilders salary.
69

 Next, it was his job to pay 

the half-yearly interest and redemptions, and from 1672 onwards to levy occasionally the “real” wealth 

tax on securities (discounted from the interest). The decentralized structure of sixteen district receivers 

and the receiver-general in The Hague must have been convenient for investors as they did not have to 

travel far to collect their interest.
70

  

Every month the receivers had to send their accounts to the Gecommitteerde Raden, the 

executive committee of the States of Holland, and these accounts were also checked by Holland‟s 

Audit Chamber. In 1624 Gecommitteerde Raden set up a new institution to lead this financial 

administration under its authority: Holland‟s Finance Office (Kantoor van de Financie van Holland). 

This office started to register all government payments and revenues of the province. They received 

the monthly accounts of the tax receivers, which enabled them to keep the Gecommitteerde Raden 

informed on the actual financial situation. Gecommitteerde Raden could then act effectively on 

problems by giving orders and assigning payments based on good information. Though it may seem 

not more than logic to the present tax payer, it was a sign of high professionalism that the Finance 

Office was able to have complete oversight of provincial revenue and expenses. Another sign of this 

was the demand of bookkeepers to be skilled in Italian bookkeeping. This centralization of 

information by advanced methods in the Finance Office enabled Holland to improve the efficiency of 

its fiscal system. Because it had detailed knowledge on the yield of each tax, and by experience also 

came to know something about the price elasticity of products on which the taxes were levied, this 

office was able to increase or reduce tax rates, based on rational calculation. Holland‟s tax 

administration thus showed a high degree of professionalism and administrative cost-efficiency.
71
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CHAPTER 2. Government and Capital Market: 1515-1670 

 

Holland’s public debt under Charles V and Philip II 

 

As we have seen in the preceding chapter, the Habsburg sovereigns taxed their Low Countries 

provinces by way of ordinary and extraordinary subsidies (beden).
72

 For each individual subsidy these 

rulers or their regents had to bargain with the provincial estates over the amount, term and conditions. 

These negotiations often took time to process as the States tried to protect their inhabitants from tax 

increases by the central government. But in the case of war the Habsburg rulers had no time to wait. 

Huge sums were needed on a short term to pay for troops, muskets, artillery, fortifications, and food. 

To acquire these funds they turned to the Antwerp exchange. There Italian, Iberian and German 

bankers could raise enormous sums in a small period of time. In return these bankers demanded short-

term bonds (obligatiën) pledged on provincial subsidies. Yearly interest rates on these bonds varied 

between 12 and 22%.
73

 This implied that if a banker advanced 200.000 guilders of Holland‟s bede to 

Charles V for a one-year bond running at 15% interest, net subsidy revenue decreased with 30.000 

guilders. The cost of borrowing thus significantly decreased Charles‟ tax revenues. 

However, the Emperor could not do without loans. Soldiers did not have the patience to wait 

for their pay until tax revenues were collected. Consequently, the Habsburg central administration had 

to find a solution to the high borrowing costs. The alternative was found in using the provinces as 

fiscal intermediaries. This meant that loans were issued on the corporate credit of the provincial estates 

instead of the credit of Charles V. This difference on whose credit a loan depended was essential for 

the costs of borrowing. The Habsburg sovereigns were often in arrears on their debts and therefore 

lenders demanded high interest rates and were only prepared to lend money on a short-term basis. 

Generally, only some rich bankers were willing to put their money into these risky investments.  But 

when loans were guaranteed by the provincial estates, lenders had greater confidence in receiving their 

interest and redemption payments. And if lenders were their fellow citizens, representatives in the 

States were more likely to meet their obligations. Furthermore, it was easier for investors to pressure 

the States than the Emperor. In Holland town burghers could run into their regents in every street. As a 

result interest rates were lower and investors were prepared to lend for longer terms.
74

  

In 1482 the States of Holland for the first time issued debt on the collective credit of the 

province. For once, the provincial estates temporarily received control of parcels of royal domains on 

whose income loans were pledged.
75

 From 1515 onwards the States began to issue such long-term 
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debts on a regular basis in order to raise extraordinary subsidies for Charles V.
76

 In return for their 

investments, lenders received heritable annuities (losrenten). These annuities had three important 

characteristics: they were issued for the long term, could only be redeemed on the initiative of the 

government and paid a low interest rate of 6.25%. Clearly, these conditions were more advantageous 

for Charles V than obligaties on the Antwerp capital market. Just like these bonds, Holland‟s annuities 

were pledged on subsidy revenue. But in the case of provincial losrenten the States deducted the 

interest and redemption payments from the bede. The remainder was sent to the Receiver of the Beden, 

the royal official responsible for collecting subsidies.
77

 

In this way, the provincial estates converted future ordinary revenues into large amounts of 

cash which they could immediately furnish to Charles V as extraordinary subsidies. In particular 

during the wars of the 1520s
78

 this enabled the States to meet the high demands of the Emperor. 

Between 1515 and 1534 Holland issued 538.000 guilders in losrenten. However, because the costs of 

servicing these provincial annuities were deducted from the ordinary bede, the part of this subsidy that 

could be directly spent on the war dwindled. After 1534, Holland‟s ordinary bede was even almost 

fully pledged and could pay for no new loans. Because there was no prospect of peace, cutting 

expenses was no option. Increasing taxes was the only alternative.
79

 

After long negotiations between Charles V‟s regent Mary of Hungary and the States of 

Holland, a solution was found in the fall of 1542 with the introduction of the “novel expedients” 

(nieuwe middelen): taxes levied and managed by the provincial government. This introduction of 

provincial taxes turned out to be of great consequence for Holland‟s fiscal, political and financial 

history, because it signified greater autonomy for the provincial estates at the expense of both central 

and local governments. In case of beden, local governments paid their quotas by levying taxes of their 

own choice. Subsequently, the central administration decided what to do with these revenues. In the 

case of the “novel expedients” provincial functionaries were responsible for levying and managing 

taxes. This implied a big step in a process of provincial centralization.
80

 

The purpose of introducing these “novel expedients” was to increase Holland‟s means to raise 

extraordinary subsidies for the Emperor. Eventually these subsidies were mainly raised by issuing 

annuities pledged on the nieuwe middelen. As a consequence, the introduction of the nieuwe middelen 

was not only a step in a process of fiscal and political centralization, but also in enlarging the scale on 
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which provincial debt could be issued. The most important “novel expedients” were excises on beer 

and wine in towns, and land taxes on the countryside. Their revenues were used as a pledge for new 

issues of annuities to raise extraordinary beden for Charles V. A second important aspect of these 

nieuwe middelen, was that these taxes were levied and managed by the province itself instead of by 

central authorities. This had been the condition of the States to consent to these new taxes. As a result 

the States acquired control of a rich source of revenue, which gave financial flexibility. In 1544 the 

States decided for instance not to redeem on its loans, but to use a part of the means to pay an 

extraordinary bede.
81

 

The introduction of provincial taxes managed by provincial officials and the subsequent loan 

issues on the collective credit backed by these “novel expedients” were accompanied in the 1550s by 

the emergence of a free capital market in Holland.
82

 Until 1553 the greater part of annuities placed in 

Holland were forced purchases. Monasteries, town governments and wealthy landholders were 

assessed by the States for a particular sum.
83

 Holland‟s forced purchases covered around 57% of the 

annuities sold until 1553. The other 43% came on the one hand from royal officials who were 

expected to invest in Holland‟s annuities, and on the other from voluntary investors in Brabant and 

Flanders (in particular Bruges). In contrast to Hollanders, investors from southern provinces were 

interested in voluntary purchasing provincial annuities. This difference can be ascribed to the more 

advanced stage of development of the capital markets in the South where, as a consequence, more 

investors lived that had experience with investing in state securities. In the 1550s Holland started to 

resemble these markets.  The introduction of the “novel expedients”, the fact that these were controlled 

by the States and the quick redemption of annuities issued in the 1540s, gradually increased the trust 

of Holland‟s investors. In 1553 this trust reached the point that provincial annuities were fully 

subscribed to without coercion.
84

 

Between 1552 and 1565 the States of Holland placed around 1.34 million guilders of 

annuities.
85

 This was impressive if one notes that the States were only able to place somewhat more 

than 800.000 guilders during the period 1515-1553. These earlier loan issues had even to a great extent 

been forced purchases. The loan issues of 1553 still carried high interest rates of 8.33% for heritable 

annuities and 16.67% for redeemable life annuities. Especially the sale of life annuities resulted in an 

enormous interest burden. But in 1556 the States succeeded in converting all these redeemable life 

annuities to heritable annuities paying 8.33%. As a consequence, the interest burden on these annuities 
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was cut in half. Investors not accepting this conversion were redeemed by issuing new heritable 

annuities. During the first years of the 1560s the States were even able to issue heritable annuities 

paying only 6.25%. This enabled the States to put through a reorganization of its provincial debt for a 

second time. This time the holders of 8.33% losrenten were given the choice of converting their 

securities to 6.25% heritable annuities or to be redeemed by issuing new annuities paying the lower 

rate. Though a States resolution states that many people received their principal back rather than 

accept a conversion
86

, the States succeeded in converting almost 375.000 guilders of 8.33% annuities 

into 6.25% annuities between 1562 and 1564.
87

 In this time of progressively cheaper and larger scale 

borrowing the States were still often in arrears on a part of their debt, but apparently many investors 

did not mind receiving their interest some months later. In particular after punctually paying interest 

between 1564 and 1567, and even redeeming 60.000 guilders, the creditworthiness of the provincial 

government must have been high and people must have thought the time of forced purchases belonged 

to the past.
88

 

 

Holland’s credit from the start of the Revolt to the mid 1580s 

  

At least, so it seemed in the middle of the 1560s. But then the Dutch Revolt interrupted this positive 

development of issuing long-term provincial debt on the free market at progressively lower interest 

rates. It would even take until 1608 before the States of Holland would again be able to issue losrenten 

paying only 6.25%. The relation between the Revolt and the province‟s loss of credit is obvious from a 

loan issue of May 1568. The States of Holland then tried to place 150.000 guilders of losrenten to 

redeem obligatiën in the hands of Amsterdam merchants. But there were few investors showing 

interest. In the preceding months the armies of the prince of Orange and the duke of Alva had clashed 

several times. This unstable political situation kept many investors from buying provincial annuities. 

More than a year later the loan was only subscribed to for 100.000 guilders, despite an interest rate 

increase to 8.33%. Eventually, the merchant‟s obligatiën were redeemed by taxes.
89

 

 During the 1570s the capital market‟s fear of adverse consequences for Holland‟s debt 

obligations, owing to the political and military turmoil, turned out to be correct. When the Dutch 

Revolt gained momentum after the Sea Beggar‟s seizure of Brielle in April 1572, all available means 

went to the war. Excise revenue, formerly exclusively assigned for debt service, was now used for 

soldier‟s pay. As a result Holland defaulted on its interest payments between 1572 and 1576. In 1577 
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the provincial estates saw no other option than to add arrears to the capital value of the debt.
90

 In the 

following years arrears continued and it is therefore no surprise that the States of Holland were unable 

to issue any annuities. Only from the second half of the 1580s the States started to seriously make up 

their arrears and restore regular interest payments on its long-term debt. In February 1586 the 

provincial estates ordered their receiver-general to pay all arrears up to 1583 and in November of the 

same year the interest for 1584 was paid. But it would take until 1594 before the States would again 

issue provincial annuities.
91

 Until then the States had to find other means to finance the Revolt. 

The “common means” or gemeene middelen formed the bulk of Holland‟s tax revenues. These 

province-wide excises, introduced in 1574, were the successors of the “novel expedients” under 

Habsburg rule. As we have seen in the previous chapter, these “common means” formed a flexible 

source of revenue. By adding new excises, by increasing their rates, and by the growth of the 

population and economy, their yield increased. The excises of the “novel expedients” only concerned a 

beer and wine excise. But the gemeene middelen were for instance also levied on meat, woolen cloth, 

fish, soap, and horned cattle. Between their moment of introduction and the beginning of the Twelve 

Years Truce in 1609 their yield multiplied almost 15 times (from 300.000 to 4.4 million guilders a 

year).
92

  In addition, the yield of the Verponding increased even more. During the 1570s this tax had 

yielded around 100.000 guilders. This increased to more than 600.000 guilders in 1584 and even to 1.3 

million guilders at the end of the sixteenth century. It seems the Verponding‟s revenue stabilized 

around this figure for the next twenty years.
93

 Furthermore there were subsidies and loans from the 

king of France and the queen of England, and the proceeds from the income and sale of confiscated 

property. The latter concerned possessions of catholic ecclesiastical institutions like monasteries and 

churches, and the holdings of people who lived or had fled to areas controlled by the king of Spain. 

During the 1570s privateering by the Sea Beggars and the debasement of currency had yielded 

additional means.
94

 

Despite this impressive increase of tax revenues, Holland‟s income was not sufficient to cover 

the costs of war. Borrowing remained necessary. But because provincial credit was gone, the States of 

Holland had to find other means to acquire loans. During the first years of the Revolt several army 

commanders advanced huge sums to pay for their regiments. Field Marshall Count Ernst von 

Manderslohe and his fellow army leaders even advanced 500.000 guilders. These commanders were 

induced to these investments by the prince of Orange who promised them compensation in the form of 

confiscated ecclesiastical property. When in 1572 the Revolt gained momentum, ecclesiastical 

property from churches and monasteries, and the holdings of exiles loyal to Spain, were sequestrated 
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by the States. These properties were subsequently used to pay off obligatiën. Von Manderslohe for 

instance received hay and pasture land from a noble woman exiled in Spain and annuities from 

citizens of Bruges. In 1579 the States had decided to consider all annuities in the hands of holders 

living in areas controlled by Spain as extinguished. By reusing these annuities as settlement of 

obligatiën, the States thus advantageously converted short-term debts into long-term debts at a time 

when they had no credit to issue any new annuities.
95

 

Government officials formed another group supplying funds to the war effort. Some advanced 

sums out of patriotism, others simply because the Prince of Orange expected them to contribute. There 

were also some men of wealth who invested in provincial obligatiën to support the Revolt or because 

they saw these securities as a lucrative business opportunity.
96

 If the States paid 40% interest rates on 

obligaties in 1575 some investors were willing to take their chances. Credit had thus not totally 

disappeared. But the greater part of the rich abstained from voluntary purchasing these risky bonds. 

The States therefore had to find other means to extract wealth from their citizens. The solution was 

found in assigning specific contributions to each town and village according to a quota system based 

on the relative wealth of these local entities. These assessments were known as repartitiën (allotments 

or repartitions) and they would play a crucial role in financing the Revolt until the Twelve Year‟s 

Truce in 1609. Local governments supplied their quotas as obligaties to the provincial government on 

which they received 12% yearly interest. Towns and villages acquired these funds by using their local 

credit to borrow from their inhabitants. In this way these local governments acted as fiscal 

intermediaries between the provincial government and Holland‟s inhabitants.
97

 

Depending on time and place, loans for repartitions were issued as obligatiën or renten, as 

voluntary or forced loans. Just like the provincial government, many local governments also 

suspended interest payments on their annuities during the 1570s. Towns and villages were therefore 

also not able to issue debt on the free market and hence they had no option other than to force their 

inhabitants to lend. Local governments divided their quotas among their rich inhabitants. These forced 

loans consisted for the greater part of bonds with a term of six months and an annual interest rate of 

12%.
98

 In the case of forced loans, the local governments were thus not able to appropriate money 

from their citizens for as long as they wished for and at low interest rates. One probably expected 

citizens not to comply if they did not offer them relatively good conditions on these loans. 

The exact extent to which repartitions were met by voluntary and forced purchases is not clear 

from the literature. It seems that forced loans were common everywhere during the 1570s, but that 

since the 1580s, in particular for the wealthier towns, voluntary subscriptions gradually became the 
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norm. Between 1572 and 1576 Delft for instance could only meet its repartitions by forced loans.
99

 For 

the less wealthy towns it was probably no different. But ten years later, in 1586, this troublesome 

situation disappeared. Delft‟s magistrates were then able to issue annuities again on the free market.
100

 

This also held for Amsterdam, by far the richest town of Holland. At the end of the 1580s it could 

even issue obligatiën running at only 10% (and thereby making a profit as the provincial bonds paid 

12%).
101

 In 1587 some smaller towns still rejected the transition from bonds to annuities as they had 

no trust that they could find enough investors willing to buy these long-term securities.
102

 There is 

therefore a chance that some smaller towns still had to take refuge to forced purchases. Since 1590 

repartitions only consisted of annuity loans.
103

 

The interposition of local credit enabled the States to issue more than three million guilders in 

repartitiën between 1572 and 1588. The provincial estates would not have been able to issue this 

amount on their own credit. Although in the 1570s local administrations had also lost credit to issue 

loans on the free market, they still had sufficient credit to issue forced loans. This difference in credit 

between local governments and the States of Holland can be explained by several factors. First, people 

knew their own magistrates. The burgomasters and vroedschappen were expected to look out for the 

interests of their fellow citizens and in the case of problems they were easier to pressure than the 

provincial administrators in The Hague. Moreover, potential investors probably had a sense of town 

revenues.
104

 Finally, in case the revolting provinces would be defeated, changes to the provincial 

administrative structure were likely. Maybe the provincial government would even be taken over by 

the Habsburg central administration. It was then questionable whether provincial loans would be 

redeemed. In case of local government chances were better. Except for some personal changes, local 

governments would probably continue to exist and magistrates would do their best to meet the 

interests of their fellow townsmen. 

 

The restoration of credit, 1585-1609 

 

Local credit thus restored during the 1580s and since the end of this decade many towns were able to 

issue annuities again on the free capital market. During the 1590s provincial credit also restored. This 

was due to political and fiscal factors. First, the Dutch armies achieved several military successes in 

the 1590s and expanded the Republic‟s territories at the expense of Spain. These victories increased 

the trust of investors in the political future of the Republic. Second, as we have seen above, tax 
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revenues increased enormously. Between 1580 and 1595 the gemeene middelen almost tripled from 

800.000 to 2.3 million guilders. This increase steadily continued and in 1610 the “common means” 

yielded 4.5 million guilders.
105

 This increase of revenues implied that the States‟ capacity to pay 

interest and redemptions also grew. Third, since 1586 the States made up their interest arrears on pre-

Revolt annuities.
106

 If a government punctually paid its interest during several years, this was a 

promising sign the government would also live up to her obligations in the future. 

 These three factors increasing credit in the 1590s were three important factors on which credit 

depended in general. As we have seen above, the States‟ credit was excellent in the 1560s but it 

suddenly disappeared because of the Revolt. The political situation was essential for the trust of 

investors, because it influenced the abilities of a government to pay interest and redeem its loans. We 

will see this even more clearly in chapter three, when discussing Holland‟s debt during the Dutch War. 

Apart from political stability, the States‟ fiscal capacity and policy influenced credit. A pre-condition 

to issue loans was to have revenues on which these loans could be pledged. And of course the higher 

these revenues, the more trust investors would have in receiving their interest. But more essential was 

whether governments used their revenues for meeting their debt obligations. Charles V received 

enormous amounts of tax revenues from his provinces, but he often had no qualms transferring this 

money to purposes other than interest payments.
107

 

 However, if governments met these requirements and credit was restored, interest rates were 

not necessarily low.
108

 Credit was only one factor influencing the interest rate. In addition, it depended 

on the demand for capital by the government and the supply of capital. The latter again depended on 

the total supply of capital in a certain territory, and the attractiveness of government loans compared to 

other investment opportunities. Unfortunately we know very little about the latter. There is to my 

knowledge no study into the returns on private investments. But we do know that Holland‟s economy 

was booming since the second half of the 1580s and that as a consequence total capital supply in 

Holland significantly increased. This economic boom therefore enlarged the possibilities of towns and 

later the province to issue debt again. It is therefore no surprise that wealthier towns were able to meet 

their repartitie quota on the voluntary market sooner than smaller places. All these different factors 

will come to the fore in the following analysis of the role of credit between 1590 and 1609. We will 

therefore give comparatively more attention to this period than to later ones, because these different 

factors influencing Holland‟s debts policy can all be observed in this time period. 
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The restoration of credit of towns and villages during the 1580s gave Holland‟s provincial estates the 

opportunity to reduce their interest burden. The States paid 12% interest on obligaties in the hands of 

local administrations. These local governments in turn used these interest payments to pay for debt 

service on bonds they had issued to meet the repartitiën. Because in several places credit was restored 

to the level that annuities could again be sold, obligaties were redeemed with the money acquired by 

issuing annuities. These los- and lijfrenten were issued “on behalf of the common land” (i.e. the 

province of Holland), but they were managed and guaranteed by towns and villages.
109

 Local 

governments thus continued to act as fiscal intermediaries in case of annuities. 

Between 1588 and 1591 Holland‟s town and villages converted around 1.1 million guilders
110

 

of bonds to heritable annuities running at 8.33% interest and life annuities running at 16.67%. 

Amsterdam‟s treasury paid on average 14.6% on annuities, which implied that most investors chose to 

convert their bonds to life annuities.
111

 The States‟ interest burden thus even increased on the short-

term because bonds carried interest rates of 12%. However, the principal of all these converted bonds 

automatically extinguished at the death of life annuitants and thus never had to be repaid. We do not 

know how much short-term debt towns and villages had still outstanding on behalf of the province in 

1591. Total repartitiën amounted to 3.6 million guilders between 1572 and 1586.
112

 Because most of 

the money collected for the Verponding was used for the settlement of short-term debts
113

 and because 

we do not confront any further attempts in the States resolutions during the 1590s to convert obligaties 

in the hands of local governments, we can assume that the greater part had been redeemed. 

Since 1590 bonds were almost exclusively issued by provincial tax receivers (see Appendix 

1). These obligaties were mostly issued for a year or half year. However, this did not imply they were 

all punctually redeemed after the term expired. At the end of every year the provincial estates 

published a resolution which said that all bonds on behalf of the receiver‟s offices were prolonged for 

another year. In case people demanded redemptions, new bonds would be issued to replace the 

redeemed ones.
114

 This does not imply that redemptions never took place, but unfortunately we do not 

have figures on the extent to which the States settled their debts.  

In 1594 the States of Holland decided to issue annuities on their corporate credit instead of 

using the towns as fiscal intermediaries. This was the first issue of annuities on the credit of the 

provincial estates since 1568. Apparently, the States felt the capital market was prepared to invest in 

provincial annuities again. This feeling turned out to be correct. In July the States ordered the receivers 

                                                           
109

 Tracy, Founding, 263. 
110

 Tracy, “Keeping the wheels of war turning”, 139, 148, gives the figure of 1.5 million guilders for the debt 

conversion at the end of the 1580s. Fritschy, “Financial Revolution, 75, also refers to this figure. The source for 

this figure was a memorandum from 1587 estimating the amount of debt to be converted at 1.5 million. In his 

recent work The Founding to the Dutch Republic Tracy no longer mentions this figure. But he does mention the 

figure of 1.1 guilders actually placed at the time. It seems the estimation of the memorandum was too high. 
111

 Tracy, Founding, 263. 
112

 Tracy, Founding, 106, 184, 251-252.  
113

 Ibid., 259. 
114

 For instance RSH, 12/23-11-1591, 30/12-24/01-1592, 14/23-12-1593. 
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to issue an unspecified amount of heritable annuities running at 8.33% to redeem provincial bonds.
115

 

This loan issue yielded more than 250.000 guilders
116

, which was an impressive amount.
117

 Provincial 

credit indeed seemed restored. However in 1598, the provincial receivers experienced problems in 

placing 200.000 guilders. Investors were free to choose between heritable annuities paying 8.33% 

interest and life annuities paying 16.67%. The States had consented to this loan in December 1597, but 

in September 1598 it was still not fully subscribed. But this was not caused by a lack of credit. At the 

end of 1598 the towns also agreed to issue 200.000 guilders in annuities. Subscriptions to these 

annuities also seem to have gone anything but smoothly.
118

 In table 3 we can observe that the amount 

of borrowing by the States increased significantly since 1597. This held in particular for bonds, whose 

interest rate increased from 8 to 9%, but whose subscriptions did not seem to have given any 

problems. 

Thus we observe two developments: an increase of the interest rates of bonds, but also a 

preference of the capital market for these securities above annuities (table 4). The increasing demand 

for bonds by the States drove up the price of borrowing. This is possibly related to other investment 

opportunities at the time.
119

 During the 1590s and subsequent decades Holland‟s economy was 

booming. As a result the supply of capital increased enormously. This explains much of the decline in 

interest rates, which we will confront when discussing the first half of the seventeenth century. On the 

other hand, the supply of capital available for government securities also depended on alternative 

investment opportunities.
120

 The first travels to the Indies for instance took place in the second half of 

the 1590s.
121

 And in 1602 investors pooled the enormous amount of 6.4 million guilders to invest in 

the Dutch East India Company (Verenigde Oostindische Compagnie or VOC).
122

 There was thus 

certainly no lack of capital. Apparently many men of wealth had other investment opportunities. But if 

they chose to invest in government securities, they preferred liquid obligaties.
123

 

This scarcity on the primary capital market for government securities also explains two other 

developments observable between 1597 and 1607. First, the towns continued as fiscal intermediaries  
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Table 3. Holland's debt issues between 1591 and 1609

Year Annuities Int. Rate Bonds Int. Rate

Pre-1567 1.000.000
a

8.33% and 6.25%

Pre-1591 1.123.287
b

8.33% ? 12%

1591 130.000 8.33% + 16.67% (12.5%)184.000 10%

1592 100.000

1593 65.000 8%

1594 250.048
c

8.33% 130.000

1595 100.000

1596 100.000 214.000 8%

1597 200.000 8.33% + 16.67% 423.000 8-9%

1598 200.000 8.33% + 14.3 (11.1%)

1599 342.000 8-9%

1600 435.000 8-9%

1601 400.000 14.3% (11.1%) 300.000

1602 750.000

1603 500.000 8.33% + 14.3% 727.850 8-10%

1604 350.000 430.000 8%

1605 100.000 445.000 8%

1606 400.000 7.14% + 14.3% 819.000 7%

1607 250.000 1.320.000 7%

1608 ? 7.14% + 12.5%

1609 6.25%
d

Total voluntary loans 5.103.335 6.684.850

Forced loans 1599/1602 3.200.000

Total loans 8.303.335 6.684.850

Sources: Except for notes a-c, these figures are based on Appendix 2. The figures in this appendix are

derived from the resolutions by the States of Holland. These figures concern the amounts the provincial 

estates wished to issue, which could be different from the amounts actually placed. We only have few

figures on loans actually placed. For instance for the annuities placed in 1594.

a
Tracy, Founding , 112. Conversion of bonds to heritable annuities between 1588 and 1591.

b
Ibid., 263.

c
Tracy, "Keeping the Wheels of War Turning", 194.

d
Conversion of bonds to heritable annuities, Houtzager, Lijf- en Losrenteleningen , 132.

 

Table 4. Annuities and bonds issued by Holland's towns and provincial receivers between 1591 and 1609

Annuities Bonds

Towns 1.880.000 300.000

Receivers 850.000 5.027.850

Source: this table is based on appendix 2.
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by issuing annuities on behalf of the province. They did this at the same time that provincial receivers 

also issued annuities. In 1601 and 1603 for instance both towns and receivers issued annuities on 

behalf of the province (respectively 500.000 and 400.000 guilders).
124

 The relative scarcity of capital 

for government securities experienced in the second half of the 1590s probably induced the States to 

use both the networks of provincial receivers and town governments to issue its loans. Using both 

networks presumably led to more subscriptions than using only one. Only from 1607 the supply of 

capital available for government securities increased to such levels that fiscal intermediation of towns 

was no longer necessary. 

Second, the scarcity of capital explains the introduction of forced loans levied by the 

provincial administration in 1599 and 1602.
125

 These forced loans differed from the ones levied by the 

town and villages during the 1570s and 1580s to meet their repartitie assessments.  In the latter case, 

local governments decided for themselves how to divide the burden over their community.
126

 But in 

case of loans of 1599 and 1602 the provincial government appointed commissioners to make up 

assessment registers for every place in Holland. They took stock of every household‟s goods, 

securities, salaries, cash, ships, trades, jewels, furniture and paintings.
127

 Everybody assessed above 

two thousand guilders had to furnish 0.5% of its wealth to the provincial government.
128

 In return 

people received losrenten paying 6.25% interest and lijfrenten paying 14.3%. The interest on the loans 

of 1599 was strictly paid from 1600 onwards.
129

 

These loans yielded around 3.2 million guilders.
130

 The States were probably not able to issue 

such an amount in annuities if we consider the subscription problems in the second half of the 1590s. 

But maybe they would have been able to issue this amount in bonds. Between 1599 and 1603 the 

States issued 2.5 million guilders in obligaties. Furthermore, they issued 900.000 guilders in annuities 

on the voluntary market (table 3). This simultaneous existence of both forced and voluntary loans 

further proves that the States chose multiple paths to acquire a higher yield than each path would yield 

individually. Given the increase of the scale of loan issues from the beginning of the seventeenth 
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century onwards, the States did no longer need to take recourse to forced loans in the next twenty 

years. This increase also demonstrates provincial credit was not damaged by the levy of forced loans. 

Between 1591 and 1609 the States of Holland issued three million guilders in annuities and six 

and a half million guilders in bonds (table 3). If we add these figures to the outstanding debt of pre-

1572 and pre-1591 annuities, plus the forced loans of 1599 and 1602, we arrive at a total debt of 

fifteen million guilders in 1609. Unfortunately, we do not have figures on redemptions but we can 

expect that a small part of outstanding bonds was redeemed. Sometimes the States resolutions 

specified that a particular debt issue would for instance be repaid by the sale of ecclesiastical 

property.
131

 On the other hand, annuity debt must be assessed somewhat higher because an unknown 

amount of annuities was issued in 1608.
132

  

If we look at the interest rate, we see a rapid decline since 1604. In 1603 the provincial 

receivers still faced problems placing bonds running at 8%, but a year later these problems 

disappeared. And in 1607 the interest rate decreased to 7%.
133

 With the other types of annuities it was 

no difference. The rate on life annuities gradually decreased from 16.67% in 1597 to 12.5% in 1608. 

The rate on losrenten remained stable at 8.33% from 1591 to at least 1603. After that year its rate 

declined first to 7.14% and then in 1609 to 6.25%. This decline in interest rate can only be explained 

by an increasing supply of capital. 

 

The rise of the obligatie as a long-term security 

 

The restoration of provincial credit was accompanied by a change of function of the obligatie. 

Technically, bonds were still short-term securities, but in practice both investors and the government 

considered them as long-term financial instruments. Since the Twelve Years‟ Truce obligaties 

gradually became to dominate Holland‟s public debt at the cost of annuities. To comprehend 

Holland‟s loan policy a clear understanding of these characteristics is essential as they explain the 

rationale behind the choices and preferences of both the States of Holland and the capital market. 

Before examining the quantitative aspects of Holland‟s provincial debt after the Twelve Years‟ Truce, 

we will therefore now consider the different types of securities in-depth. 

The States of Holland issued three types of financial securities: life annuities (lijfrenten), 

heritable annuities (losrenten) and bonds (obligaties). Each of these types had different characteristics, 

which made them on the one hand advantageous but on the other had disadvantageous for lenders and 

government.  The advantage of lijfrenten for the government was self-amortization, which implied that 

both the principal and interest payments expired at the death of the annuitant. As we will see in the 

next sections, it was difficult for Holland‟s provincial government (although this was common among 
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most early modern governments) to redeem on its debt and therefore this security was advantageous 

since it prevented public debt from growing indefinitely. However, as compensation for the fact that 

the debtor would never be able to get back his principal, the government had no right to redeem the 

principal and had to pay higher interest rates than for the other types of securities. For the lender this 

high interest rate was of course profitable and ensured a life-long steady income with no fear of 

redemption. Just as with the other types of security, a lijfrente could be sold on the secondary market. 

But the third party buying this annuity had to bring a life certificate (attesta de vita) from the person 

on whose life the annuity was issued, when picking up his interest at the receiver‟s office. In the case 

of transfer of the annuity, a 3.3% transfer tax was charged.
134

 

The other type of annuity was the losrente, a heritable annuity issued on name. This 

characteristic of heritability was advantageous for the lender‟s estate as it implied that after the death 

of the annuitant the annuity was not extinguished but passed on to inheritors. However, this condition 

was translated into a lower interest rate than for life annuities. For the government this type of annuity 

was interesting because it paid a lower interest rate than on life annuities, was subjected to both a 40
th
 

penny transfer tax and 20
th
 penny inheritance tax, and could be redeemed at the government‟s request. 

Until 1609, the States of Holland had an additional advantage as the lender was not allowed to demand 

redemption. After this year, the lender was also allowed to demand redemption at six months notice.
135

 

Heritable annuities issued before 1609 did not contain this clause and remained unredeemable until the 

States decided in 1641 to abolish this inequality.
136

 

The third type of security was the obligatie. This was originally a security for the short term, 

generally a half year or year.
137

 During the first decades of the Revolt, advances by army commanders 

and later repartitiën by towns and villages were often recorded as obligatiën. Since 1579 Holland‟s 

receiver-general and its district receivers started to issue them on a progressively bigger scale. 

Initially, these bonds were issued on the credit of the receiver instead of the credit of the States of 

Holland. This was the reason why the receivers earned a commission or brokerage fee 

(makelaardijgeld) on the capital raised by this type of security. Of course the receiver‟s credit 

depended on his control of tax income, which he used to pay interest and redeem bonds, but officially 

these revenues were (in contrast to annuities) not pledged to pay for bonds. This also explains why its 

interest rate was initially higher than the rate on heritable annuities. But this semi-private character 

gradually disappeared. In 1597 investors could ask the receiver to let Holland‟s Finance office 

annotate on a bond that the tax income of the receiver‟s office was pledged on the obligatie, and from 
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around 1635 a clause was inserted to all bonds pledging provincial revenues for interest payments and 

redemption.
138

 

Although the obligatie was and remained officially a short-term security, it in practice 

gradually became a long-term security, as few investors asked for redemption and the States prolonged 

it every year. In effect bonds became (just like heritable annuities) perpetuities. As a result its interest 

rate declined to the same rate as heritable annuities. Just like losrenten (since 1609), bonds were 

redeemable on demand by both government and investor, but at one month notice instead of six. 

However the main advantage of obligatiën above losrenten was not this shorter term, but that they 

could be issued “to bearer” and were free of transfer taxes. This signified that no 3.3% tax (which 

could be considerable) and visit to the town hall was necessary when transferring this type of security. 

This easy transferability made the bond a very liquid security which could also be easily used as 

payment in transactions. For the government this tax freedom was of course disadvantageous and its 

shorter cancellation time could cause tax offices problems. But the capital market greatly preferred this 

type of security, and though the government often tried to defy investors preferences by not issuing 

bonds, when money was needed they had to succumb to the preferences of the capital market.  

 

Holland’s Public Debt from the Twelve Years’ Truce to the Peace of Westphalia 

 

When Spain and the Seven United Provinces concluded the Twelve Years‟ Truce in 1609, Holland‟s 

provincial estates decided to reorganize their public debt. First, they successfully converted the 

province‟s outstanding debt of obligatiën to annuities. They gave bondholders the choice of converting 

their obligaties to losrenten or to be redeemed. To acquire the money for these redemptions, the States 

of Holland issued new heritable and life annuities, running at 6.25% and 12.5% interest 

respectively.
139

 In the years following 1609, the States succeeded in converting around 4.8 million 

guilders of bonds to annuities.
140

 These bonds had originally been issued between 1599 and 1608. If 

we assume that all bonds issued in this period were still outstanding in 1609, the States succeeded in 

converting about 86%.
141

 Secondly, the States reduced the interest rate on its heritable annuities. 

Again, investors were given the choice to accept or be redeemed. Between 1591 and 1605 the interest 

rate on losrenten was 8.33%, and between 1606 and 1608 7.14%. On the majority of heritable 
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annuities this reduction thus implied a decline of 1/3 of the interest burden.
142

 The success of both the 

conversion from obligaties to losrenten as well as the reduction of the interest rate of losrenten was 

evidence of the growing amount of capital people available in Holland and of the willingness by 

investors to invest in Holland‟s provincial securities. 

During the Truce years Holland‟s debt increased from around 15 million guilders to 21.5 

million guilders at the end of 1620.
143

 This increase consisted first of all of 5.3 million guilders worth 

of new obligatiën.
144

 Thus while the States had put much effort into converting their outstanding bonds 

into annuities at the start of the Truce, it seems the provincial estates could not do without these 

securities. This implies that around one to one and a half million guilders were issued in annuities 

between 1609 and 1621 (exclusively the ones used for redeeming bonds).
145

 

Between the end of the Truce and the Peace of Westphalia two features in the development of 

Holland‟s public debt stand out: its enormous increase at progressively lower interest rates and the 

growing importance of bonds relative to the other types of securities
146

. From the “Op-Reeckeninge”, a 

report from 1668 about Holland‟s public debt, we have figures of Holland‟s outstanding debt for the 

years 1633 and 1647.
147

 Between 1621 and 1633 Holland‟s debt more than doubled from 21.5 million 

guilders to 56 million guilders. The States thus issued around 2.9 million guilders of debt a year. 

Between 1633 and 1647 the debt again more than doubled to 125.5 million guilders, which implies an 

average of debt issues of 5 million guilders a year. So the scale on which provincial debt was issued 

increased enormously. This growth was mostly achieved by issuing debt on the free capital market. 

Only in 1625 the States levied a forced loan, but it was only levied to have an excuse to update the 

personal assessment registers which were subsequently used for wealth levies.
148

 This ability to issue 

huge amounts on the free capital market is a sign of Holland‟s excellent credit. This ability can be 

ascribed to the punctual payment of interest, but also to political stability in Holland. Although the 

Eighty Years War continued, investors must have felt Holland was not threatened. And even though 

Holland‟s demand for capital increased enormously, the increase in capital supply was even larger. 

Holland‟s Golden Age resulted in an expansion of the size of the capital market. In 1640 the States of 
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Holland rightly felt that this capital market was ready for another interest reduction on bonds and 

heritable annuities (from 6.25% to 5%).
149

  

Besides the huge increase of Holland‟s debt and the declining interest rate, the composition of 

the debt changed. In November 1618 the States‟ debt of obligaties was 5.3 million guilders.
150

 If we 

assume that Holland‟s outstanding debt amounted to 21.5 million guilders in 1621, bonds made up 

around 25% of Holland‟s total debt. The other 75% was annuity debt. Between 1618 and 1651 the 

share of bonds in Holland‟s debt increased to 59.6%.
151

 As we have noted above when discussing the 

characteristics of the different types of securities, the liquidity of bonds attracted many investors. The 

figures in table 4 show us that already between 1591 and 1609 more bonds were issued on the 

voluntary market than annuities. During the Truce the States succeeded to convert these bonds to 

annuities. In this time of peace investors had little bargaining power to resist this conversion. They 

probably did not expect new loan issued of bonds in the near future, because the Truce was just signed 

and the States showed their dislike of these securities. But when the war resumed, the pressure on the 

States was higher in order to acquire huge sums on a short term. Apparently, the States then had to live 

up to the wishes of investors by issuing increasing amounts of obligaties.  

 In addition to the growing popularity of bonds, we can also observe a declining popularity of 

life annuities. Until the Twelve Years‟ Truce, life annuities were more popular than losrenten. Of the 

annuities issued by Amsterdam‟s town government between 1584 and 1604, more than 81.2% was 

issued in life annuities and 18.8% in heritable annuities.
152

 Of the annuities issued between 1601 and 

1608 by the States of Holland, 69% of the investors chose to invest in life annuities.
153

 But in 1653 life 

annuities made up only 19% of outstanding annuities.
154

 This turn in popularity can be explained by 

the decision to make losrenten redeemable at the initiative of the investor at six months notice. As we 

have noted above, this measure greatly increased the liquidity of this security and as a consequence 

made it more attractive. 

 

Holland’s debt between 1652 and 1670 

 

  The enormous increase of Holland‟s public debt had major consequences for the province‟s 

yearly accounts as this debt also had to be serviced (table 5). At the end of the Eighty Years War 

yearly interest payments amounted to almost 6.8 million guilders, taking up around 60% of the 

province‟s ordinary revenues. But in 1621, this share had only been 24%. This implied that less tax 
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money could be spent on the war effort. From table 5 the problem is obvious: total revenues did not 

increase proportionately to war costs. As a consequence Holland borrowed several millions every year. 

But the interest payments on these debts made the revenues that could be spent on the war decline 

further. In this way there arose a spiral of more and more borrowing, a progressively higher interest 

burden and as a result a growing part of tax revenues being spent on interest.  If taxes did not increase 

proportionately to the increase in debt service, shortages had to be filled up with loans again. 

  It was only after the ending of the war, when military spending decreased drastically, that this 

spiral stopped. As a result the States had only a small financial deficit in 1650. Cutting military  

 

Table 5. Holland's expenses and revenues between 1621 and 1671

Ordinary Revenues Extr. Revenues Total revenues

1621 6.864.885 687.922 7.552.807

1625 8.248.429 1.682.000 9.930.429

1636 9.980.614 9.980.614

1648 11.499.854 11.499.854

1650 11.203.629 11.203.629

1652 10.599.803 2.415.358 13.015.161

1655 10.794.023 400.083 11.194.106

1663 11.100.449 11.100.449

1667 11.214.984 7.301.236 18.516.220

1671 11.344.310 11.344.310

War Costs Huislasten Interest burden Total expenses Surplus/Deficit % Int. burden of ord. rev.

1621 7.207.076 530.371 1.661.700 9.399.146 -1.846.339 24,2%

1625 10.137.756 710.741 2.175.459 13.023.956 -3.093.527 26,4%

1636 11.463.926 500.000 4.816.840 16.780.766 -6.800.152 48,3%

1648 10.407.305 500.000 6.795.073 17.702.378 -6.202.524 59,1%

1650 4.434.174 399.749 6.916.769 11.750.692 -547.063 61,7%

1652 5.022.026 489.311 6.883.884 12.395.221 619.940 64,9%

1655 1.771.724 500.000 5.893.371 8.165.095 3.029.011 54,6%

1663 1.541.079 550.000 5.720.514 7.811.593 3.288.856 51,5%

1667 13.840.640 550.000 5.828.205 20.218.845 -1.702.625 52,0%

1671 9.417.426 800.000 5.509.237 15.726.663 -4.382.353 48,6%

Source: Liesker and Fri tschy, Gewestelijke Financiën , 160-162, 238, 392, 430.

 

expenses was one option to balance the books. The other two were reducing the debt service and to 

increase taxation. Understandably the States of Holland cut military expenses, but they also knew this 

was no long-term solution. In Early Modern Europe war was never far away. The ink on the peace 

contract ending The Eighty Years War was still wet when the Republic was sucked into another war 

with its former ally England. The English envied Dutch dominance of world trade and to fight this 

hegemony they introduced protectionist measures. The Navigation Act of 1651 stipulated that all 
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goods transported to England should be carried on English ships or on ships from the goods‟ country 

of origin. This measure was intended to damage the role of Dutch traders as middlemen and carriers. 

With consent of the English government, privateers captured many Dutch ships. As a reaction, the 

Republic‟s navy accompanied Dutch trade convoys. Eventually, this led to a confrontation with the 

English navy and the outbreak of the First Anglo-Dutch War (1652-1654).
155

 This war increased 

military expenses again, though only a little. After the peace in 1654, military costs even declined to 

1.5 million guilders. 

 Besides cutting military expenses, Gecommitteerde Raden also wanted to reduce the 

province‟s interest burden. In 1652 they proposed to decrease the interest rate on bonds and heritable 

annuities from 5% to 4%.
156

 Because these securities made up 92.5%
157

 of Holland‟s public debt at the 

time, this reduction would signify a decrease of almost 20% of Holland‟s interest burden. But this 

interest reduction proved to be difficult. Holland‟s decision-makers formed one of the largest 

investment groups in provincial securities and they would thus hurt their selves when lowering the 

interest rate. In 1652 the States even ordered Gecommitteerde Raden not to bring up propositions 

regarding interest reductions for the next two years. Instead the States decided to levy a semi-

extraordinary Verponding in both 1652 and 1653, shifting the burden from security holders to the 

population in general.
158

  

But after the First Anglo-Dutch War had shown that war could return at any moment and the 

States had issued another four million guilders of loans, Holland‟s administrators must have come to 

the conclusion that cutting interest costs was necessary. It would be no surprise if the newly assigned 

Grand Pensionary Johan de Witt, an able mathematician and financial expert, put through this decision 

in 1655. At that time Holland‟s bonds even sold for 7% above par, while investors must have been 

aware of the impending interest reduction as this measure was openly discussed. In August 1655 the 

States reduced the interest rate on heritable annuities and bonds from 5 to 4%. Investors that did not 

accept this conversion were redeemed, but only few demanded redemption. Holland‟s provincial 

government had rightly felt that the capital market would swallow another reduction. The money from 

this reduction would be used for redeeming Holland‟s debt. The amounts of interest released by way 

of redemptions, would subsequently be used for more redemptions. In this way Holland‟s 

policymakers thought to redeem provincial debt in forty years.
159

 

However, a new war claimed the money from “The Reduction” (De Reductie). Trade 

differences with England led to another sea war. During this Second Anglo-Dutch War (1664-1667), 

military expenses increased to the level of 1648 (table 5). To pay for these costs the money from De 

Reductie was used between 1664 and 1668. In addition, the States levied ten 200
th
 pennies wealth 
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taxes and two extraordinary Verpondingen. This amounted to a sum of 36.940.000 guilders.
160

 

Because of these extraordinary taxes the States had to borrow relatively little. The amount of 

outstanding debt was even about the same in 1552 and 1667. This signified that the value of 

redemptions and the extinguishment of debt because of the death of life annuitants must have been 

equal to new loan issues.
161

 

The amount of wealth taxes levied during the Second Anglo-Dutch War is remarkable. To put 

these figures in perspective: during the 27 years between the ending of the Twelve Years‟ Truce and 

the Peace of Westphalia the States issued eleven 200
th
 pennies. With hindsight one would therefore 

ask why the States did not levy more of these wealth taxes during the Eighty Years War instead of 

massive borrowing. But wealth taxes had only been introduced in 1621. Before that time wealthy 

inhabitants had been taxed by way of forced loans in 1599 and 1602. But a direct wealth tax without 

restitution (Geevensgeld: money that was given to the state instead of lent out) was a novelty in the 

1620s. People were not used to the state taking a part of their wealth indefinitely.
162

 The States could 

therefore not start to levy wealth taxes on the scale as the 1660s.  

The development of Holland‟s debt during the 1650s and 1660s teaches us that decreasing the 

interest burden and subsequent redemptions eased Holland‟s financial difficulties. It was indeed an 

achievement that Holland‟s debt remained stable despite two short wars. But it also proved that the 

States‟ computation to redeem the debt in 40 years was only possible in times of peace. Unfortunately, 

peace would not be around much in the Republic for the following decades. Between 1672 and 1713, 

the Republic fought three long wars. It was in war 31 years out of 42 years. But this was of course 

unknown to the Hollanders living in 1670. At that time the Republic was in peace and the provincial 

estates continued their efforts to improve Holland‟s public finances. In 1669 they resumed 

redemptions on their debt.  William Temple, the English Ambassador to the Republic between 1668 

and 1671 wrote about these redemptions: “when they [the provincial receivers] pay off any part of the 

Principal, Those it belongs to, receive it with tears, Not knowing how to dispose of it to Interest with 

such safety and ease.”
163

 At the eve of the Dutch War, Holland thus still had excellent credit.  
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CHAPTER 3: Government-Capital Market Interaction during the Dutch 

War 

 

In this chapter we will investigate the interaction between the capital market and Holland‟s 

government during the Dutch War. By analyzing the States of Holland‟s loan issuing policy between 

1671 and 1678 we will confront different “moments of interaction” and by examining these 

“moments” over time we will be able to learn how capital market and government influenced and 

reacted on each other. In the previous chapter we examined the different factors which enabled 

Holland to issue debt on a massive scale from the end of the sixteenth century onwards. We first 

focused on the way Holland established good credit and subsequently investigated the development of 

the debt until 1670. During our investigation we also confronted “moments of interaction”, for 

instance the reduction of the interest rate in 1655 at a time when Holland‟s bonds sold for 107% at the 

secondary capital market. But these “moments of interaction” cannot only be observed when 

examining Holland‟s debt on the long-term. Each loan issue was in fact such a “moment”. Such a 

micro-analysis can be applied to any time-period. But the Dutch War is especially interesting because 

we will first confront a situation of excellent credit when the States of Holland issued an 

unprecedented amount of debt and subsequently a situation when credit almost disappeared. This 

enables us to examine the interaction between the capital market and the government in totally 

different circumstances. This is interesting because in these different circumstances the options and 

motives of both the capital market and the government also changed. But before we will come to our 

examination of Holland‟s loan policy we need to have a grasp of the political and economic context at 

the eve of the Dutch War. As we have seen in the previous chapter credit, borrowing and politics were 

intimately connected. 

 

Political and economic context at the eve of the Dutch War 

 

On the first of June 1670 King Louis XIV of France and King Charles II of England secretly agreed to 

attack the Dutch Republic. Both envied the Republic‟s economic success in a time when the rest of 

Europe experienced economic decline or stagnation.
164

 As we have seen in the previous chapter, the 

English attempted to hinder Dutch trade since the beginning of the 1650s through the introduction of 

Navigation Acts. At the end of this decade France also joined them by introducing protectionist 

policies to impede Dutch export entering France. Between 1659 and 1667 France‟s finance minister 

Colbert significantly increased import duties for products mainly traded by the Dutch. In particular 

these French mercantilist policies damaged Dutch trade, because France was a large market for Dutch 
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products and traders.
165

 However, at the eve of the Dutch War the Dutch Republic still dominated 

world trade.
166

 By concerted military action, France and England wanted to destroy this hegemony 

once and for all.  

Besides jealousy of Dutch prosperity, each monarch had his own political motives to attack the 

Republic. Louis XIV felt threatened by the house of Habsburg surrounding his kingdom.
167

 By 

conquering the Spanish Netherlands this threat from the north would disappear. But when Louis XIV 

invaded the Spanish Netherlands in 1667, the Dutch moved into action by forming a diplomatic 

coalition (Triple Alliance) with England and Sweden to force the French king to back off. The Dutch 

Republic feared France as its southern neighbor. It wanted the Spanish Netherlands as a buffer state 

between itself and the expansionist Louis XIV, and therefore rejected propositions from the French 

king to divide the Spanish Netherlands. Louis XIV felt insulted by the Republic upsetting his plans 

and came to believe that without ruining the Dutch he would never get the Spanish Netherlands. In 

order to increase his chances of success, he sought the support of Charles II of England, who had 

joined the Dutch a few years earlier in the Triple Alliance. The English king had only agreed to this 

alliance by pressure from the English parliament, with which he had a bad relation. He felt humiliated 

after the Republic had won the last battle of the Second Anglo-Dutch War, in particular when the 

Dutch had taken his flagship The Royal Charles as a trophy back to the Republic. When Louis XIV 

offered the English king subsidies which would make him (financially) independent of Parliament, 

Charles did not have to think long to join.
168

 

Since both powers concluded the secret treaty of Dover, rumors spread of their plans of a 

joined attack on the Republic. But Dutch regents could not believe the English king would support 

Louis XIV. Why would England pursue a policy which would result in a stronger France at the other 

side of the Channel? Charles II put these geopolitical considerations aside for increasing his domestic 

power.
169

 Meanwhile he consistently denied questions from Holland‟s ambassador in London 

regarding the rumors of his support for France. By the end of December 1671 Charles still even 

asserted to support the Republic in case the French attacked.
170

 But by then most of the Republic‟s 

regents realized Charles was lying. And there was no mistake that a French attack was coming. 

Already in September 1671 the signs were there: France was busy recruiting troops and some 
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companies had already arrived in the Republic‟s neighboring bishopric of Cologne which supported 

the French king.
171

 

On March 23, 1672, the English navy attacked Holland‟s homecoming Smyrna fleet
172

. Two 

weeks later both England and France officially declared war on the Republic. They were joined by the 

Republic‟s neighboring bishoprics Cologne and Münster. In the beginning of June the invasion began. 

After conquering Holland‟s fortifications in the Republic‟s neighboring Duchy of Cleves, France 

crossed the Rhine into Gelderland on the twelfth of June. Meanwhile the belligerent bishops invaded 

Overijssel. The Republic‟s weak armies were no match for these invading enemies. The Dutch troops 

rapidly left their strong holds near the river IJssel and pulled back behind the Water Line (waterlinie). 

This was a long strip of flooded land of 15 to 20 km wide in the eastern part of Holland, running 50 

km in length from the Zuiderzee to the Merwede. This enormous pool divided Holland from Utrecht 

and Gelderland, which were occupied by the French by mid July. In the North Overijssel capitulated to 

the bishops in the beginning of the same month.
173

 

Since the end of the Eighties Years War the Republic had concentrated on its navy to protect 

its trade interests. Under the command of Michiel de Ruyter, the Republic‟s navy successfully 

prevented the French and English fleets from bringing troops to the shores of Zeeland and Holland. 

But the land forces and fortifications had been largely neglected since 1648. The Dutch troops (often 

consisting of town‟s militiamen and peasants) could do nothing against the professional troops of 

Louis XIV.
174

 As a result the Union of Seven Provinces quickly shrank to only four provinces: 

Holland, Zeeland, Friesland and Groningen. The latter two provinces heavily fought with bishopric 

troops in July and August. But the bishops were unable to conquer the town of Groningen and after a 

full month they had to abort their siege of the town. In July the quick advance by the French also 

stopped. Louis XIV slowed down his pace as he anticipated the surrender from the rest of the 

Republic. Already in June negotiations between the States General and the French had started. 

However, the Republic could not meet the exorbitant demands of the French king.
175

  

While French and Dutch representatives negotiated, three important developments took place 

which changed the fortune of the Republic: first, the Water Line became a strong defense line. If the 

French king had immediately marched into Holland mid way through June he could have crossed the 

Water Line. At the time there were still many dry spots. But by waiting, the Water Line developed into 

an enormous pool difficult to cross and easily to defend.
176

 Second, in Holland and the other provinces 

social unrest broke out. The people of Holland‟s towns blamed the regents of the dangerous situation 
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the Republic found oneself in.
177

 They called for the prince of Orange to lead the country. In the 

beginning of July riots eventually led to the appointment of William III as Stadholder of Holland and 

Zeeland. As we have seen in chapter one, the Stadholder was in theory a servant of the provincial 

estates. However, by replacing town regents by his clientele, William III in practice took over the 

leadership of the Republic in political and military matters. The prince showed himself an able 

organizer and commander. After quietness set in after July, he improved Holland‟s army by increasing 

army discipline and adding more troops.
178

 Third and certainly not least, the Duke of Brandenburg and 

the Holy Roman Emperor sent an army to the German border to contain the French. These armies 

avoided a direct confrontation with French troops as the Emperor hoped to solve matters by military 

pressure and diplomacy. But the effect of these troop movements was that the French king pulled 

away troops from the Republic to France‟s German border. Hence the bishops of Münster and 

Cologne became afraid that these troops would invade their principalities while they were fighting in 

the Republic.
179

  

As a result of these developments the military situation reached a stalemate in July 1672 which 

continued for more than a year. Then the French king made a crucial mistake which changed the 

Republic‟s fortune. Louis XIV became nervous of the Emperor‟s troops near his kingdom and in 

reaction occupied the German archbishopric of Trier. Though it had been the emperor‟s intention to 

only pressure France and abstain from a military conflict, he was then forced to react because Trier 

was a part of his Empire.
180

 As a consequence, William III was now in the position to come to an 

agreement with both the Emperor and the Spanish king for joined action. On the 28
th
 of August 1673 

they signed an alliance in The Hague (Haagse Alliantie) and two months later they collectively 

invaded the bishopric of Cologne to show their strength. As a result, both the bishops and the French 

king pulled back their troops from the Republic‟s territory. The Dutch War continued, but no longer 

on the Republic‟s soil.
181

 

On the sea the French and English navies were not able to defeat the smaller Dutch fleets. By 

the end of August 1673 the Dutch navy heavily damaged the English fleet at the Battle of Kijkduin. 

The French were not a part of this battle. They left the English to do the dirty work. The lack of 

English military success, the high costs of the war and the unreliability of their French ally made the 

English Parliament progressively unhappy about the war. These factors, in combination with the 

turning of tides on the land, made Charles II decide to sign peace with the Republic in February 1674. 

The bishops of Münster and Cologne followed in April and May respectively.
182

 However 

confrontation with Louis XIV continued. Denmark, Brandenburg and some other German 
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principalities joined the Haagse Alliantie and heavily fought the French in the Spanish Netherlands 

between 1674 and 1678. But the combined forces of all these different rulers were not able to beat the 

armies of the French king. In 1676 peace talks started between Louis XIV and the Republic, and in 

August 1678 they finally signed the Peace of Nijmegen. William III actually wanted to continue the 

war to contain the French king once and for all, but Holland‟s towns in particular were weary of the 

war. They longed for restoring trade, reducing taxes and abstaining from indebting the province any 

further.
183

 It is to this debt side of the war we will now turn. 

 

Financing the war 

 

During the second half of 1670 the States of Holland started to worry about the Republic‟s bad state of 

army and fleet. The French aggressive tariff policy and the rumors of an impending attack necessitated 

the Republic to prepare for confrontation. The States of Holland‟s agenda of November 5 states that 

Holland‟s regents realized considerable sums were needed for military improvements, and that 

decisions on how to raise these necessary means had been postponed for too long.
184

 One of the 

problems of the States was its declining excise revenues, “although the province increases in both 

propensity and in number of inhabitants”.
185

 In recent years the yield of the gemene middelen had 

declined with 250.000 guilders, from 8.1 million guilders in 1667 to 7.85 million guilders in 1670.
186

 

When at the last day of 1670 the Council of State sent a new extraordinary Staat van Oorlog to 

all seven provinces, the States of Holland were forced to take the plunge on how to raise revenues. In 

order to improve the Republic‟s military state the Council of State asked the provinces for 8.8 million 

guilders. For Holland, this signified a financial contribution of somewhat more than five million 

guilders. To increase tax revenues, the States raised excises on grain, soap and wines.
187

 The grain 

excise (impost op het gemaal) was even doubled because the revenues of this tax were low as a 

consequence of a low grain price.
188

 The States expected this doubling to yield at least one million 
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guilders extra a year. This was the first of five millions for the Staat van Oorlog. But because it took 

time before these tax revenues were collected, the sixteen towns housing a tax receiver‟s office 

advanced this million guilders at 4% interest. They would then be reimbursed from the additional 

income from the grain excise.
189

 

The States acquired the other four million guilders by issuing debt. But because they were 

unable to agree on the circumstances attached to these loans, these four million guilders were issued in 

tranches spread out over the year. This disagreement was due to complicated propositions by Grand 

Pensionary Johan de Witt and the States‟ financial council, which contained new ideas to deal with 

Holland‟s public debt on the long term. In the end de Witt was not able to convince the States of his 

innovative propositions. Public borrowing simply took place on the regular footing. However, his 

propositions deserve attention because they give us an understanding of what one of Holland‟s most 

important policymakers thought of the province‟s public debt. 

 

Propositions Johan de Witt 

 

De Witt‟s proposals were taken up in the States‟ resolutions and they give us an excellent view of how 

Holland‟s financial experts viewed Holland‟s debt and how they thought they could use the capital 

market to their advantage.
190

 The core of the council‟s propositions was the element of self-

amortization, which signified that a loan automatically extinguished after a certain period of time. Of 

the three types of securities issued by the States of Holland, only life annuities contained this element. 

When a life annuitant died, both outstanding debt and interest burden automatically diminished with 

the annuity‟s capital value and its rente. This was advantageous for the state as it signified that the 

province‟s debt decreased without making redemptions. The other securities did not hold this 

condition. Losrenten and obligatiën would run in perpetuity if no redemptions were made. In the 

previous chapter we have seen the difficulties Holland experienced in redeeming its debt. When the 

Second Anglo-Dutch War demanded large funds, the States immediately appropriated the money 

reserved for redemptions. This policy is understandable. Policy makers considered the immediate 

emergency of war more important than the long-term purpose of keeping the debt in check: first 

survive the present, and then think about the future. Furthermore, there was no easier way of acquiring 

a big sum of money. With one stroke of the pen 1.25 million guilders became available, while the 

alternative of extraordinary levies was painful and took time to come in. However, by such a loan 

policy debt and interest burden would grow perpetually. De Witt thought to have found the solution in 

a new type of annuity. 
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Besides annuities depending on someone‟s life, one could also issue annuities containing a 

fixed term. Holland‟s financial council proposed to issue 41-years term annuities running at 4% 

compounded interest. The latter signified that in case one did not cash the interest payment at the due 

date, one also received 4% interest on the previous interest payment at the next due date. This could 

continue for the full 41-years and as a result one could eventually make a profit of 3000 guilders on a 

1000 guilder annuity. By offering the opportunity of such high profits, De Witt and his financial 

council tried to compensate the extinguishment of the annuity after 41 years. This relatively 

complicated scheme of compounded interest contained different elements both advantageous and 

disadvantageous for investor and government. In Appendix 2 we will analyze these elements in-depth. 

But for now it suffices to take account of the fact that Holland‟s financial experts tried to invent new 

financial instruments to induce the capital market to buy annuities which would prevent Holland‟s 

debt from growing in perpetuity. The States of Holland did eventually not agree on these propositions. 

Maybe they thought them too disadvantageous or maybe they were simply afraid to introduce 

complicated novelties. 

Apart from the introduction of term annuities, Holland‟s financial council pleaded for the 

continuation of issuing life annuities. From the state‟s point of view, self-amortization was again the 

attractive element. The council tried to make these annuities attractive for investors as well. They 

proposed for instance to give annuitants the opportunity to form a society. This implied that when an 

annuitant died, his rente would be divided among the remaining annuitants in the society. Eventually, 

the annuitant that lived longest received interest payments of all members of this society. In this way 

annuitants could expect an increasing yield on their annuities. This new element was disadvantageous 

to the government compared to normal life annuities, because in this case interest payments and 

capital only extinguished after the death of the last-living annuitant. However, apparently the council 

thought this offer was worth the advantage of attracting more people to buy these self-amortizing 

securities. 

Another proposition tried to make life annuities more attractive to older people. Often life 

annuities were put on the lives of young children. Because it took 32 years
191

 before a life annuity 

running at 7.14% yielded more than a 4% obligatie or losrente, it was indeed wise to base the annuity 

on a young person. But for someone of fifty years that did not want to base the annuity on a child, 

such a life annuity was obviously no option.
192

 If we for instance assume that someone of fifty had an 
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average life expectancy of twenty years, a life annuity should at least carry an interest rate of 9% to 

break-even with the yield on losrenten and obligaties in these 20 years.
193

 This high rate was then not 

disadvantageous to the state as there was a big chance this annuity would extinguish within 20 years. 

By taking account of the age of persons on whose life an annuity was based, life annuities became 

more attractive for older people and the base of investors was broadened. But for unknown reasons the 

States again did not agree to De Witt‟s propositions. 

To demonstrate the advantages of life annuities for both the government and investors to his 

colleagues in the States, Johan de Witt issued a work named Waardye van Lyfrenten Naer Proportie 

van Losrenten (1671). This work maintained that the States would be better off with life annuities than 

heritable annuities for the reason of self-amortization.
194

 Subsequently he proved these annuities 

yielded on average more than heritable annuities and bonds. According to De Witt life annuities were 

therefore also for investors the most attractive security. By mathematical computations, depending on 

a primitive form of probability calculus with regard to chances of death
195

, De Witt calculated the 

average return of life annuities relative to losrenten and obligaties. According to De Witt‟s 

calculations, a life annuity of 6.25% on a young child of three or four years yielded on average more 

than 4% interest (the rate on obligaties and losrenten). This conclusion was corroborated by his 

statistical analysis of thousands of life annuities in the registers of the provincial receivers. He even 

concluded that he had confronted many cases in which a life annuity running at 5.55% would have had 

a higher return than 4% heritable annuities and bonds.
196

 For De Witt these conclusions signified that 

investors “with a sound economic understanding”
197

 would always choose for life annuities instead of 

bonds, and that the interest rate on the last issue of life annuities in 1668 (i.e., 8.33%) was too high. 

 

  

                                                                                                                                                                                     
certificate (attesta de vita) to prove a nominee was still alive. One then had to go to the city hall and pay a fee 

plus stamp taxes to acquire such an attesta de vita. 
193

 In this case the interest rate on life annuities is the unknown element in the equation. The number of years (x) 

is 20 years. Again we equate both formulas: x(iL)-1=x(iB)  20(iL)-1=20(0.04)  20(iL)=1.8  iL=0.09. 
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 J.P. van Rooijen, “De Witt‟s Waerdye van Lyfrenten, In Modern Nederlandsch Overgebracht en Toegelicht”, 

De Levensverzekering 11 3 (1934) 117-142, at 122. 
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 In present times insurance companies use advanced mortality tables (lists with the chances of mortality for 

every age) based on statistical research to compute appropriate interest rates. De Witt used in his computations 

only relative chances of different age groups. He assumed that people between 3 and 53 years old had yearly the 
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generation of mathematicians who invented and applied probability calculus in general. See Rooijen, 

“Waardye”, 119, 131-132. 
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 Ibid., 130-135. 
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 Ibid., 122. “Anderzijs is het voor particulieren met een gezond economisch inzicht, die hun liquide middelen 

op handige wijze tot vermeerdering van kapitaal weten aan te wenden, nuttiger om gelden te besteden voor 
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Loan issues 1671 and 1672 

 

The States of Holland had thus rejected the financial council‟s most inventive propositions. However, 

de Witt‟s ideas regarding life annuities clearly come to the fore when examining Holland‟s loan 

issuing policy of the early 1670s. As we have seen earlier in this chapter, the States had acquired the 

first of five million guilders for the extraordinary Staat van Oorlog through a loan from sixteen 

Holland towns in February 1671. The remaining four million guilders were subsequently acquired by 

public debt issues. In this section, we will examine each of these issues in detail. By this micro-

analysis we will confront several “moments of interaction” between the capital market and Holland‟s 

provincial government. 

In April 1671 the States of Holland issued the first of the remaining four million guilders for 

the extraordinary Staat van Oorlog. This debt was issued exclusively in life annuities. The provincial 

estates ordered the receivers to sell 700.000 guilders of annuities based on one life and paying 7.14% 

interest, and 300.000 guilders of annuities based on two lives and paying 5.88% interest. At the time 

of the province‟s last debt issue in 1668, life annuities based on one life had still paid 8.33% 

interest.
198

 This reduction of the interest rate and the States‟ exclusive choice for life annuities can be 

ascribed to the Grand Pensionary‟s influence. In the preceding section it became obvious that De Witt 

thought that the interest rate of life annuities issued on the lives of young children should never exceed 

6.25%. Only for older people a higher interest rate should be allowed. But as we have seen above, the 

States of Holland refused to distinguish between the ages of investors.
199

 This was probably the reason 

that they thought a reduction to only 7.14% more reasonable. 

To stimulate the sale of these life annuities, they were issued free of the 40
e
 penning. As we 

have seen in the first chapter, this was a 3.3% transfer tax calculated on the nominal value of an 

annuity.
200

 Buyer and seller each had to pay half of the tax.
201

 When transferring the ownership of a 

lijfrente or losrente, investors had to register the change of names at a local government office and 

subsequently pay the transfer tax.
202

 Transferring a life annuity with a nominal value of for instance 

2000 guilders signified a transfer tax of 66,67 guilders, which came down to 33,33 guilders for each 

party involved in the transfer. Considering that for instance a master‟s craftsman earned 95 guilders a 

year, this was a substantial amount of money.
203

 One would therefore expect that this transfer tax had a 

limiting effect on the sale of life annuities.
204

 By exempting these securities from the 40
e
 penning, the 
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States of Holland then tried to make these annuities more liquid and thus more attractive. The 

provincial estates probably introduced this exemption because they already expected troubles. In 1666 

the States had experienced difficulties in placing life annuities (while paying 8.33% rente instead of 

7.14%). At the time, shortages had to be filled up by heritable annuities. So in an attempt to avoid such 

subscription problems, the States exempted the new life annuities from transfer taxes. 

In table 6 we can see that all ten provincial receivers of Holland‟s Southern Quarter succeeded 

in placing their debt quotas for the million guilders consented to in April.
205

 But only the receivers of 

Dordrecht, Delft and Rotterdam completed loan subscriptions in one month. The receiver-general and 

the receivers of Amsterdam, Gouda and Brielle needed two months to place their quotas. Gorinchem‟s 

receiver took three months to place his quota, and those of Leiden and Haarlem even six! Yet two 

months was already a long time, in particular for capital-abundant towns like Amsterdam and The 

Hague (the seat of the receiver-general). One million guilders was a relatively small amount. As we 

will see below, the receivers were sometimes able to place four million guilders in only one month. So 

where did this lack of enthusiasm for these loan issues come from? We will find out when examining 

the next loan issues. 

In the beginning of October the States of Holland issued the third and fourth million guilders 

for the extraordinary Staat van Oorlog. Again the States decided to exclusively issue life annuities 

paying 7.14% interest on one life and 5.88% on two lives. But this time there was no fixed proportion 

for annuities based on one and two lives. In addition, these life annuities were not only issued free of 

the 40
e
 penning, but of all other taxes.

206
 Most importantly, this implied that they would never be 

subjected to wealth taxes. This additional tax exemption was introduced as another incentive for 

investors to buy life annuities. The States were thus eager to issue this type of security instead of 

bonds or heritable annuities. Apparently, the propositions by the financial council and De Witt‟s 

Waerdye had made clear that self-amortizing annuities were the most advantageous for the provincial 

government. The States also tried to make a good gesture to investors whose debts had been redeemed 

since 1655. These investors had the right of first subscription to the October loan issues.
207

 However, 

there was not much interest from these “preferred” investors. In fact, not only these preferred 

investors, but all investors did not show much interest in these life annuities. 

As we can observe in table 7, only the receivers of Delft and Rotterdam succeeded in placing 

their quotas without problems. By the end of December all other receivers still lacked full 

subscriptions. After three months only 69% of the Zuiderkwartier‟s quota in the loan of two million 

guilders had been placed. Holland‟s provincial estates were thus confronted with the reality that a 

large part of the capital market was not interested in life annuities. The introduction of tax exemptions 

did not change this fact. Because war clouds were gathering over the Republic as Louis XIV raised  

                                                           
205

 We only have figures with regard to the placing of loans for the Southern Quarter‟s receivers. 
206

 Houtzager, Lijf- en Losrenteleningen, 193-194. 
207

 Ibid. 



55 
 

 

Table 6. Loan issue of one million guilders in life annuities (res. 25-04-1671) in Holland's Zuiderkwartier

RG Dordrecht Haarlem Delft Leiden AmsterdamGouda RotterdamGorinchemBrielle

Quote 195.000 80.000 80.000 80.000 80.000 140.000 50.000 50.000 20.000 20.000

May 160.290 80.000 23.850 80.000 40.150 94.800 41.600 50.000

June 34.710 19.204 27.075 45.200 8.400 20.000

July 7.000 7.525 20.000

August 2.800

September 11.450

October 18.496 2.450

Total 195.000 80.000 80.000 80.000 80.000 140.000 50.000 50.000 20.000 20.000

 

Table 7. Loan issue of two million guilders (res. 06-10-1671) in Holland's Zuiderkwartier

RG Dordrecht Haarlem Delft Leiden AmsterdamGouda Rotterdam GorinchemBrielle Total

Quote 390.000 160.000 160.000 160.000 160.000 280.000 100.000 100.000 40.000 40.000 1.590.000

October 195.000 80.000 50.000 50.000 6.790

November 90.390 20.087 60.029 80.000 211.450 24.540 50.000 9.800 20.000

December 57.200 6.050 12.025 19.971 26.925 25.500 9.250 2.550

Placed 65% 60% 20% 100% 67% 85% 84% 100% 41% 56% 69%

January 137.800 63.560 127.888 0 53.075 43.050 16.210 0 23.410 17.450 484.993

Total 195.000 80.000 80.000 80.000 80.000 140.000 50.000 50.000 20.000 20.000 1.590.000

Source: NA, Finance Office, Inv. No. 788.

 

Table 8. Ratios of life annuities based one and two lives (loan issue October 6, 1671)

1 life 2 lives

Receiver-General 33% 67%

Dordrecht 29% 71%

Haarlem 11% 89%

Delft 33% 67%

Leiden 47% 53%

Amsterdam 20% 80%

Gouda 31% 69%

Rotterdam 6% 94%

Gorinchem 100% 0%

Brielle 7% 93%

Average Southern Quarter 32% 68%

Source: NA, Finance Office, Inv. No. 788.  
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more and more troops, the States of Holland had no other choice than to make up the shortages by 

securities which lacked the preferred self-amortizing condition: obligaties and losrenten. However, 

these securities were not issued with the traditional interest percentage of 4%. That is, they officially 

paid 4%, but a “discount” (korting) of five cents on every guilder of interest lowered the net interest 

rate to 3.8%. This discount did not only hold for the newly issued securities, but for all bonds and 

heritable annuities previously issued. In this way, the States reduced Holland‟s debt service on these 

securities with 5%. In case investors did not accept this conversion, they would receive their last 

interest payment with 4% interest. But their securities would then also immediately be redeemed.
208

 

Apparently Holland‟s provincial estates felt the capital market would accept a further reduction of the 

interest rate. The loan issues of the next month would prove they were right. 

By the end of December the States of Holland allowed the receivers to make up the shortages 

of the October loans by issuing bonds and heritable annuities. In addition, the States decided to issue 

the last of the five million guilders for the extraordinary Staat van Oorlog plus another four million 

guilders. The latter was Holland‟s quota in a reserve fund of seven million guilders for the defense of 

the Republic. Holland‟s receivers had to furnish these four million guilders to the Receiver-General of 

the Union.
209

 So in January 1672 Holland‟s provincial estates issued 5.069.856 guilders of new loans 

plus a shortage of around 610.000 guilders from the October debt issues.
210

 As we can see in tables 7 

and 9, these loans were almost fully subscribed in one month. The capital market had thus been 

waiting for these loan issues of obligatiën and losrenten! While the ten receivers of Holland‟s 

Southern Quarter were able to place only 1.1 million guilders of life annuities during the preceding 

three months, they succeeded in placing 4.2 million guilders of bonds and heritable annuities in 

January alone. So the difficulties in subscriptions had not been any scarcity of capital. Investors 

simply preferred 3.8% bonds and losrenten to 7.14% tax-free life annuities. 

 

How to explain this love for bonds and (to a lesser extent) heritable annuities by the greater part of 

investors? The cause must be found in the characteristics of a life annuity compared to the other types 

of securities. The central element of a life annuity was the fact that it was issued on somebody‟s life 

(or two lives) and expired when the annuitant (or two annuitants) died.
211

 When death would occur 

was of course uncertain. This speculative element made it very difficult for people to establish the net 
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present value of a life annuity
212

. As a consequence it was difficult to sell a life annuity on the 

secondary market or to use it as collateral in transactions (for example when buying a house or 

borrowing money on the private market). After all, how do you determine for instance what to pay for 

a life annuity issued on a person who is forty years old at the moment this life annuity is offered for 

sale? One would then first want to know something about the health of the annuitant. Subsequently 

one needs to make a prediction of the life expectancy and compare this with the expected interest 

returns. Because mortality tables did not exist and probability calculus was still in its infancy, an 

estimation of the net present value was very hard to make. The other types of securities did not have 

this problem. Bonds and heritable annuities had a fixed nominal value.
213

 They were redeemed by 

Holland‟s provincial receivers on demand. So when one used these securities in a transaction, it was 

clear what they were worth. This gave a third party in case of a transfer a guarantee of the security‟s 

value. For life annuities this was not the case. Both the condition that a life annuity was irredeemable 

on demand and the difficulties of transferring it or using it in a transaction made this type of security 

unpopular for the greater part of investors. Only a specific market segment, investors with a long-term 

interest, chose for life annuities.
214

 These investors bought life annuities with the purpose of 

supporting a child or relative, or they had the patience to eventually make a higher profit than they 

would be able to obtain with the other types of securities.
215

 Apparently, these investors did not care 

much about liquidity (easiness to trade). 

One would expect that the interest rate influenced the attractiveness of life annuities and 

therefore the enthusiasm of investors to buy these annuities. The range of the market segment 

interested in life annuities would then vary with the level of the interest rate. The higher the interest 

rate, the larger the market segment and vice versa. And when the difference in interest rates between 

bonds and life annuities would have become smaller, even investors with a long-term view would 

probably have become more inclined to buy short-term securities. A life annuity of 7.14% only 

became profitable after fourteen years. Only then interest payments exceeded the nominal value of the 

principal. In comparison with a bond or losrente paying 4% (3.8%), a life annuity was even only 

profitable after 32 (30) years.
216

 At that (breakeven) point the profit of a life annuity exceeded the 

profit of a bond or heritable annuity. Because the principal of a bond or heritable annuity did not 

expire, these securities were profitable from day one. After fourteen years, their security holders had a 

profit of fourteen yearly interest payments. But a life annuitant only started to make a profit after 

fourteen years. Subsequently it took another eighteen years to make up its arrears in profitability on 
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instance a life annuity of 1000 guilders: the interest is 71.14 guilders. 1000/71.14=14 years. Comparing the 

profits of a bond and life annuity with x as the amount of years when the profit of a life annuity and bond or 

heritable annuity breakeven: 0.0714x-1=0.04x x=31.8 years. 
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bonds and heritable annuities. 32 years was a long time and it also meant that there were 32 years in 

which an annuitant could die. Of the life annuities issued by the receiver of Amsterdam between 1665 

and 1675, 47% were extinguished within thirty years.
217

 Could this risk then be compensated by a 

higher interest rate? The amount of years to break even would then decline, so maybe the level of 

7.14% was the problem? 

It seems this was not the case. It is difficult to establish the exact extent to which this “long-

term segment” varied with the interest rate, but there are signs that the rate did not matter much. In 

Houtzager we can read that the States of Holland also had to make up shortages of life annuities by 

issuing heritable annuities in the 1620s. And these life annuities paid 11.1% interest! Thus even such 

high interest rates did not lead to full subscriptions. There appears to have been only a specific market 

segment which was interested in life annuities. This segment was around 20% of the capital market 

and it did not care much about the interest rate. At the beginning of 1633, life annuities had a share of 

16% in Holland‟s outstanding debt. Of the loans issued in 1671 and 1672, 22% of the securities sold 

were life annuities. And of the securities issued in the period 1701-1714, paying 9% interest, 21% 

were life annuities.
218

 The breakeven points of the securities issued in 1632 and 1701-1714, based on 

the interest rates at the time these securities were issued, were respectively 21 years and 20 years. 

Apparently the higher profitability in these other years compared to the 7.14% annuities of 1671 did 

not seem to have made a substantial difference in the range of the market segment.  

Finally, the ratio between annuities issued on one and two lives also indicates that buyers of 

life annuities were not primarily driven by the interest rate.  Most buyers bought life annuities on two 

lives. In table 8 we can see that the ratio varied between towns, but on average almost 70% of the 

investors chose to base its annuity on two lives. This is another sign that investors in this long-term 

segment were rather led by investing safely rather than taking the risk of a higher profit. The interest 

rate did thus have little influence on both the market segment interested in life annuities and on the 

greater part of investors who rather invested in bonds and heritable annuities. Hence the main 

difference between these market segments was due to variations in the liquidity of the different 

financial instruments. 
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In table 9 we can see that in January 1672 all ten receivers except those for Haarlem and Leiden 

succeeded in fully subscribing their quotas for the debts issued since October. As we have seen above,  

 

Table 9. Loan issue of 5.081.656 guilders (res. 22/23-12-1671) in Holland's Zuiderkwartier

RG Dordrecht Haarlem Delft Leiden Amsterdam Gouda Rotterdam Gorinchem Brielle Total

Quote 990.923 406.533 406.533 406.533 406.533 711.432 254.083 254.083 101.633 101.633 4.039.917

January 990.923 406.533 212.800 406.533 271.100 711.432 254.083 254.083 101.633 101.633 3.710.752

Placed 100% 100% 52% 100% 67% 100% 100% 100% 100% 100% 92%

 

Table 10. Loan issue of  2.000.000 guilders (Res. 22-01-1672) in Holland's Zuiderkwartier

RG Dordrecht Haarlem Delft Leiden Amsterdam Gouda Rotterdam Gorinchem Brielle Total

Quote 2 million 390.000 160.000 160.000 160.000 160.000 280.000 100.000 100.000 40.000 40.000 1.590.000

January 3.300

February 390.000 55.255 17.200 160.000 161.433 280.000 84.900 100.000 32.800 8.500

Settled with last issue -193.733 -135.433

-176.533 26.000

Placed 100% 37% 0% 100% 16% 100% 85% 100% 82% 21% 72%

Source: NA, Finance Office, Inv. No. 788.

 

Table 11. Loan issues of  3.040.000 guilders (Res. 05-03-1672) in Holland's Zuiderkwartier

RG Dordrecht Haarlem Delft Leiden Amsterdam Gouda Rotterdam Gorinchem Brielle Total

Quote 2 million 390.000 160.000 160.000 160.000 160.000 280.000 100.000 100.000 40.000 40.000 1.590.000

Quote grain tax 57.580 147.679 91.473 129.878 250.687 44.579 70.419 9.776 24.729 850.200

March 33.000 147.679 169.773 293.378 530.687 58.319 11.700 14.076 45.099

April 278.400 7.200 22.900 14.960 3300 2.900

May et sec 8.925 1.000 1.700 15.300 15100

Settled with last issue -101.445 -176.533 -134.000 -15.100 -7.200 -31.500

-111.600 -269.900 -336.533 -57.800 -128.800 -71.100 -140.319 -40.000 -51.130 -1.207.182

Placed 71% 0% 0% 77% 56% 100% 51% 18% 20% 21% 51%

Source: NA, Finance Office, Inv. No. 788.
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Haarlem‟s problems had already started with the first loan issue in April 1671. Apparently many 

capital-rich investors had left town. On the contrary, Leiden‟s problems were only of a temporary 

nature. This city “recovered” in February and March 1672 when again new loans were issued. Indeed, 

since April 1671 the States had issued nine million guilders, but this was still not enough. By the end 

of January 1672 Gecommitteerde Raden pointed to the progressively increasing costs for fleet, 

fortifications and soldier‟s pay. Hence they advised the provincial estates to “issue debt now the 

province still had credit, rather more than less”
219

. On January 22 the States therefore decided to issue 

another two million guilders. From then onwards some other receivers also started to experience 

problems with placing their quotas (table 10). The receiver-general and the receivers of Delft, 

Amsterdam and Rotterdam completed subscriptions in one month, while Gouda and Gorinchem were 

able to issue the greater part of their quotas (80-85%). Leiden had some catching up to do, but 

seemingly did not have real credit problems as it also issued an enormous amount of guilders in 

March. Haarlem however succeeded in placing only 17.200 guilders in February but it was already far 

behind, and now also Dordrecht (36.6% placed) and Brielle (20%) showed troubles. It seems that 

together with Haarlem, these towns began to feel the difficulties of placing so much money in such a 

small period. In the other cities there was still enough supply of money and the will to invest. 

Apparently, the province‟s credit was not the problem. 

But when in the beginning of March the States decided to issue another three million guilders, 

the problems became almost universal (table 11). These three million guilders consisted of a loan of 

two million guilders issued for military expenses and a loan of one million guilders to pay back the 

towns the advance of the grain tax. The States thus not paid back this advance with the extra revenues 

of the grain tax but by issuing debt.  

In the beginning of April both France and England had declared war on the Republic. As a 

result credit disappeared quickly. Any investment after this time must have came from patriots. The 

receiver-general, who did not have to issue debt for the anticipation of the grain tax, succeeded in 

placing 71.4% in April for the loan of two million guilders. During the next months, he did not try to 

make up the deficit on his quota. Dordrecht succeeded in placing only 49.125 guilders, which signified 

it not even made up its arrears from its quota of January. The same can be said about Haarlem. Though 

its receiver surprisingly succeeded in fully subscribing the loan for repaying the town government, it 

was still far behind on its assigned quota.
220

 Delft still placed 77% of its quota and Leiden issued 

almost 300.000 guilders in March! This large amount compensated for shortages in previous loan 

issues. However, Leiden‟s receiver was still short 44%. Amsterdam‟s receiver was the only one to 

place the full 100% of its assigned debt. This must be related to the enormous wealth in Amsterdam 
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compared to the other towns. There was probably so much cash lying idle in this rich town that there 

was a sufficient amount of people willing to take the risk of investing, even though it was becoming 

increasingly obvious that the French attack would hit soon. Gouda, Gorinchem and Brielle expanded 

their deficits they already had since the loan issues of January. A remarkable figure is Rotterdam‟s 

meager 18% for the last loan issue considering it had succeeded very easily in placing all previous 

loans. This is a clear sign that in Rotterdam the supply of money was not the problem. Otherwise this 

would have shown itself more gradually. It seems credit disappeared suddenly, when people realized 

war was imminent. 

In eleven months, between April 1671 and March 1672, the States of Holland had tried to 

issue 13.121.656 guilders; three million guilders in 1671 and 10.1 million guilders in the first months 

of 1672 (tables 12 and 13). 11.4 million guilders was eventually subscribed to or 87% of the amount 

the States intended to place.
221

 This was still an enormous amount of money and it is therefore no 

surprise that some towns showed difficulties in finding enough investors. From Houtzager‟s overview 

of Holland‟s debt issues it seems that the largest amount of debt issued in one year was seven million 

guilders in 1665.
222

 I have not found any other issue that comes close to this amount. Particularly 

interesting are the geographical differences in the types of securities sold (table 14). Overall, life 

annuities took up around 20% of loan issues in every receiver´s town. But the differences between 

towns with regard to the selling of obligaties and losrenten are remarkable. Why were few people in 

Gouda and Gorinchem for instance hardly interested in bonds? It is difficult to think of an explanation. 

Local research could maybe lead to an answer. 

During February and March 1672 two things had happened. In February Haarlem, Dordrecht 

and Brielle had great difficulties in subscribing to the loan of two million guilders of January 22. The 

capital market in these towns was relatively small compared to the other cities and their shortages are 

probably explained by a scarcity of capital. The threat of war had probably still not made a big 

impression on investors
223

, because in other towns the loans issues went fairly well. But when in 

March another three million guilders were issued, the problems began to become almost universal. 

This was probably caused by a combination of capital becoming scarcer in some towns, but also by a 

growing awareness of an impending French attack. In Amsterdam there were apparently still many 

investors who were not scared by the impending war. But in Rotterdam the change of full 

creditworthiness to a very low placing rate in March must have been the result of the external threat. 

The exact dating is however not easy to understand. On March 23 the English fleet attacked the Dutch 
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Smyrna fleet and on the sixth of April Louis XIV declared war on the Republic. Although this 

indicated the start of the war, it would take until the beginning of June before the Republic was 

invaded. However, credit already seems to have disappeared around the beginning of March. Although 

both the literature and the States minutes of its meetings do not mention any “big event” in the 

beginning of March that could explain the disappearance of provincial credit at this particular moment, 

Holland‟s inhabitants apparently became to realize at this time that the threat of war was serious.  

 

Table 12. Debt issues by the States of Holland in 1671 and 1672

Resolution date Amount in guilders Type of security Interest rate

25-04-1671 1.000.000 life annuities 7.14% (5.88%)

06-10-1671 2.000.000 life annuities/later complemented by 

heritable annuities and bonds 

7.14% (5.88%)

23/24-12-1671 1.000.000 heritable annuities and bonds 4%

23/24-12-1671 4.081.656 heritable annuities and bonds 4%

22-01-1672 2.000.000 heritable annuities and bonds 4%

05-03-1672 1.040.000 heritable annuities and bonds 4%

05-03-1672 2.000.000 heritable annuities and bonds 4%

13.121.656

Sources: Houtzager, Lijf- en Losrenteleningen ,187-196; Res. Holl.: 23/24-12-1671, f104-107;

22-01-1672, f92-93; 05-03-1672, f134-137.

 

Table 13. Debt Issues 1671 and 1672 for Holland's Zuiderkwartier

Total ZK OG Dordrecht Haarlem Delft Leiden A'Dam Gouda Rotterdam Gorinchem Brielle

Quote 10.455.116 2.355.923 1.024.112 1.114.211 1.081.406 1.096.411 1.942.119 648.661 674.502 251.409 266.362

Loans actually placed 9.064.844 2.244.323 754.512 617.679 1.000.206 967.611 1.942.119 577.562 534.183 211.409 215.241

Percentage placed 87% 95% 74% 55% 92% 88% 100% 89% 79% 84% 81%

Source: NA, Finance Office, inv. no. 788

 

Table 14. Debt issues 1671 and 1672 for Holland's Zuiderkwartier, sorted by type of security

Total ZK OG Dordrecht Haarlem Delft Leiden A'Dam Gouda Rotterdam Gorinchem Brielle

Obligaties 63% 79% 65% 61% 68% 51% 78% 13% 20% 11% 73%

Losrenten 15% 1% 11% 19% 8% 29% 0% 64% 52% 70% 7%

Lijfrenten 22% 20% 24% 20% 24% 20% 22% 23% 28% 19% 20%

Sources: NA, Finance Office, inv. nos. 788 and 853.

 

This disappearance of credit implied a reduction of people‟s trust in receiving their interest or 

redemption payments. The loss of credit was demonstrated by investors who demanded redemption of 

their securities. In the middle of June the States of Holland even had to cancel this right of redemption 
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for both heritable annuities and bonds.
224

 According to a government report from 1678 the provincial 

receivers redeemed 477.718 guilders in 1672.
225

 These redemptions must have been made on the 

initiative of investors instead of provincial receivers. The latter had redeemed almost four million 

guilders of Holland‟s debt between 1669 and 1671 out of the money from the Reductie, but in 1672 

these funds were used for military expenses.
226

 At the end of May the first signs had come from 

receivers about investors claiming their capital.
227

 The States initially decided to allow these 

redemptions, but apparently they changed their mind two weeks later. This must have been caused by 

an increasing amount of people demanding redemption in these weeks. This period coincides with the 

invasion of French and German troops into the Republic. Panicking investors tried to receive 

redemption, and when this was prohibited they sold their securities below par on the secondary 

market. In the middle of June bonds even traded for only 30% at the Amsterdam Exchange. In July 

prices rose again. During the Dutch War prices of provincial bonds would vary between 70 and 

80%.
228

 This also held for heritable annuities. From 1672 the secondary market for these annuities 

started to come alive. People were in desperate need for money in a time when the economy was 

suffering and taxes were high. Between 1672 and 1678 annuity holders sold their losrenten between 

20 and 30% below par.
229

 In a time of such low prices it is no surprise people demanded redemption of 

their capital. But paying these redemptions would be disastrous for Holland‟s finances in a time when 

every penny was needed for the war.
230

 Understandably, the States ordered the provincial receivers to 

explain investors coming for their principal that the States did not allow any redemption during these 

hard times, but that interest payments would be met punctually.
231

 Understandably, the latter was 

essential. Even though credit had disappeared, the States knew they needed present security holders in 

the future. 
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War financing without a free capital market: Wealth taxes, forced loans and the East Indian Company 

 

Credit was gone, but the army and fleet kept demanding enormous amounts of money. Since the 1620s 

extraordinary revenues had mainly consisted of wealth taxes, extraordinary verpondingen and 

borrowing on the free market. During the Guerre Hollande this was no different, except that the latter 

of these three means would not be available since 1672. Consequently, the States turned to the other 

means. Between 1672 and 1678 the States levied two extraordinary semi-verpondingen. Next, they 

levied seventeen 200
th
 pennies Geevensgeld. That is 8.5% of the wealth recorded in the assessment 

registers. This implied on average 1.9 200
th
 pennies a year, which was a considerable increase from the 

average of 1.1 200
th 

pennies between 1652 and 1668.  

By the end of February 1672, when the province still had credit but when the scarcity of 

capital began to show itself in some towns, the States decided to levy a 0.5% wealth tax on their rich 

inhabitants. This levy was still based on the personal assessment register of the 1000
e
 penning of 1654. 

According to this register, a 0.5% tax yielded the province somewhat more than two million guilders. 

However, it was not straightforward that this maximum yield would come in completely and easily. 

Because the register was eighteen years old and not up-to-date, some people had gained wealth whilst 

others had lost wealth. In case people thought they were assessed too high, they could appeal and 

declare under oath the real value of their fortune.
232

 To prevent a reduction of the tax yield, local 

magistrates and receivers subsequently had to compensate conceded appeals or deaths of tax payers by 

increasing the assessment of people they thought were taxed too lightly.
233

 

In April the provincial estates introduced this levy again, this time even a 100
th
 penny. In 

addition, they levied an extraordinary verponding and increased the tax rate of several excises.
234

 Great 

sums were needed as the Republic was mobilizing as many troops and civilians as possible for military 

service and for working on fortifications. However, the States had great difficulties in collecting the 

money. The invasion by France and the bishops of Cologne and Münster frightened people and 

Holland‟s towns were divided by social tensions. The deputies of Leiden in the provincial estates put it 

aptly: “the rich say they have no money anymore and do not believe the provincial government will 

survive the near future”
235

 As a consequence tax morale was low. Provincial receivers and tax 

collectors lost authority, and as a result both the collection of wealth taxes and the verponding went 

anything but smoothly.
236

 Increasing excises and another wealth tax were therefore considered no 

option. The States of Holland had to come up with something else. In July they eventually returned to 

the means which had supported the province during the Revolt when it had also lost credit: forced 

                                                           
232

 When authorities found out appellants committed perjury, they had to pay four times their original 

assessment.  
233

 RSH, 26-02-1672, f125-128. 
234

 RSH, 16-04-1672, f63-64. 
235

 Vivien and Hop, Notulen, 198: 08-07-1672: “dat de rycke luyden, gelyck als bij concert, seggen, dat sy geen 

gelt meer en hebben en ook niet konnen geloven, dat sy lange onder de Staten sullen sijn”. 
236

 Ibid., 115, 125. 



65 
 

loans or capitaale leeningen. These had not been levied since 1625.
237

 Again Gouda‟s deputies feared 

these loans would not succeed as receivers had no authority.
238

 However, during the next three years 

these loans would form the most yielding component of extraordinary revenue. In July the political 

and military situation changed for the better. At the end of August 1672 the States of Holland also 

decided to convert the 1% wealth tax, consented to in April, into a forced loan.
239

 This conversion was 

however probably no gift to the inhabitants to ease their pain of high taxation. In the minutes of the 

States meetings we can read of the difficulties receivers had in levying the wealth taxes concerned. By 

transforming these taxes into a forced loan the States tried to change this situation. To give the good 

example, magistrates had to pay their terms two weeks earlier than the rest of tax payers.
240

  

The capitale leeningen were levied by way of wealth taxes but instead of giving money to the 

state forever, the provincial authorities only took it temporarily and paid 4% interest. In return for their 

money people received a bond that could be traded freely. The only difference with a normal obligatie 

was the condition that no redemption was allowed on the initiative of the bondholder.
241

 This made 

little difference in a time when redemptions were prohibited all together, but in case normal 

circumstances returned it was a disadvantageous condition compared to ordinary bonds. The loans 

were collected by local government officials and subsequently furnished to the provincial receivers, 

who distributed the income by ordinance from Gecommitteerde Raden to for instance the receiver-

general or to the admiralties.
242

 It was to the provincial receiver‟s office the forced lenders had to go 

for their interest payment and where they could also change their bonds into smaller or bigger ones.
243

 

 

                                                           
237

 Gelderblom and Jonker, “Conditional Miracle”, 10. 
238

 Vivien and Hop, Notulen, 198. 
239

 RSH, 27-08-1672, f170-171. 
240

 RSH, 14-07-1672, f298-299. 
241

 RSH, 04-06-1672, f96. 
242

 RSH, 02-08-1672, f62; GAA Rotterdam, Oud Archief van de Stad Rotterdam (OSA), Inv. no. 4117: 

“Rekening van de Capitale Leeninge 1672”, f521r. 
243

 RSH 28-07-1672, f49; 09-12-1672, f71-72. A bond of for instance 5.300 guilders is difficult to trade 

because of its high value and it could therefore be in the interest of the lender to have a combination of smaller 

ones.  



66 
 

Table 15. Wealth taxes and forced loans in the province of Holland during the Dutch War

Year Wealth tax Forced Loan

1672 0.5% 2%

1673 1.5% (R) 1% (R)

1674 0.5% (R) 3%

1675 1% 1%

1676 2%

1677 1.5%

1678 1.5%

Source: NA, Finance Office, Inv. No. 802-24.

(R) refers to a combined real and personal levy. The other levies are exclusively based on

the personal assessment register.  

 

The means of a forced loan would prove, next to regular wealth taxes and extraordinary 

verpondingen, to be the main extraordinary means to raise money for the years that followed. In 1672 

the States levied two forced loans, together 2% of the property of Holland‟s well-to-do inhabitants. A 

year later the States levied another 100
e
 penning in the form of a capitale leeninge and in 1674 forced 

loans worth as much as 3% of the personal assessment register were even issued. The forced loan of 

two times a 200
th
 penny issued in 1675 was the last capitale leeninge of the Dutch War but also the 

last in the existence of the Republic.
244

 In the period 1672-1675 the States of Holland had taken 7% of 

the peoples‟ assigned wealth in the form of forced loans. 

These forced loans were however not levied and issued in a homogenous form. In 1672 people 

had the opportunity to pay by their assessment in gold or silver ware. Different standards for different 

types of quality of these precious metals were introduced to enable paying the loans in this way.
245

 

This opportunity was introduced to prevent people from using the excuse they had no money to pay 

their assessment.
246

 It must have been a strange view witnessing the rich taking their gold and 

silverware to the town hall, where local government receivers collected the forced loans. From the 

towns and villages, the yield of these precious metals was subsequently transferred to the Mint in 

Dordrecht.
247

 The opportunity of paying by precious metals did not return after 1672.  

The forced loans of 1673 distinguished themselves from the others by not just being only 

levied according to the personal assessment register of 1654, but also by a “real” levy.
248

 This signified 

that every government security, voc share, and piece of real estate was subjected to a 1% capitale 

leening. Consequently, Gecommitteerde Raden ordered all district receivers, receivers of the 
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admiralties, managers of the prince‟s domains, town treasurers, VOC chambers and the receiver-

general of the Union to make up accounts of outstanding debts. Each creditor subsequently had one 

and half month to visit each office from which it owned securities to pay the 1% on the value of these 

securities.
249

 VOC shares were capitalized four times their nominal value because of their enormous 

price increase over the last seventy years, and government life annuities were capitalized as if the 

interest rate was 10% of their nominal value.
 250

 The latter was advantageous to annuity holders. They 

would have had to pay a higher tax in case the annuities had been capitalized by using their actual 

interest rate.
251

 

With regard to real estate, local governments were given three weeks to adjust the 

verponding’s assessment register. New houses were fourteen years exempt from this tax and therefore 

not included in the registers. Some lands and manors were exempted because they for one reason or 

another had received a patent. But now each piece of real estate (houses, lands, manors, fisheries) 

would be assessed to increase the tax base. Only the properties of the prince and his family, and those 

of some ecclesiastical offices, remained exempt. Users, tenants and owners had to pay their tax to local 

government functionaries. Tax payers had to keep receipts from all these different tax payments, 

because the last step was to settle the payments by real levy with the personal assessment register. To 

also increase the tax of people who had not much money invested in land and securities, this personal 

assessment register was increased with 1/6 for everybody assessed above 3000 guilders.
252

 

As we have noted above, the personal assessment registers were out of date and therefore fell 

short of measuring someone‟s wealth. All the securities issued since 1654 or other goods required 

since that time were not included in this assessment. A real levy on securities and real estate countered 

this problem partially. However, it signified that owners of real estate and holders of government 

securities were taxed heavier, while for instance people lending money to private persons or merchants 

investing money in trade got away unscathed. It was therefore no surprise to other towns Amsterdam 

was in favor of this way of levying. And indeed this real levy did not imply that people from the same 

wealth were equally taxed. However, this was also not the case with the personal assessment registers. 

Apart from the fact they were out of date, there had always been people who were not registered or 

who were taxed to lightly. People had an incentive to hide their wealth and therefore it was perfectly 

known that the wealth assessments were incorrect. Local governments also tried to protect their 
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inhabitants from higher taxation. Because every locality suspected the other of protecting its own 

interests, the outcome of this kind of taxation was always sub-optimal.
253

 

Next to the argument of inequality, many towns thought the real levy unbearable for many 

citizens as it also taxed the houses and lands of the less wealthy. Finally, the deputies of towns and 

nobility in the States thought the real levy was ruinous for credit as it taxed annuities and bonds 

heavily. Different towns agreed to the delegates of Delft who thought “nobody would ever want to 

lend money to the state”.
254

  With much pain, the States of Holland consented to this new way of 

levying because the expectation of its higher yield signified the States only had to levy three times a 

real levy instead of six times a personal levy.
255

 Several towns and the nobility thought the latter would 

lead to much resistance. Apparently, the States thought the yield of this real levy would reach four 

million guilders. In fact, it yielded about 3.1 million guilders and the States eventually decided to levy 

it five times in 1673:  two times as a forced loan and three times as a wealth tax. This signified that for 

instance bondholders saw their interest being reduced from 4% a year to only 1.5%. By the end of 

1673 the States consented to another 0.5% real levy for the first months of 1674, but this was the last 

real levy until 1680. The objections of different States members brought the States back to wealth 

taxes and forced loans levied exclusively on the personal assessment register. 

In 1674 a new personal assessment register was introduced for a family-tax which was never 

instituted. The new register however became the basis of the personal levy since 1675 and this would 

even continue until 1722. The assessments increased, but the yield increased only little. The 

successive series of forced loans and wealth taxes decreased people‟s wealth, and persons with lands 

in conquered or inundated areas received no income. What probably also did not help was the late 

interest payment on forced loans. Only in January 1675 the States started to pay interest on the 

capitale leeningen of 1672.
256

 In May they ordered another payment to fill up the arrears.
257

 It seems 

from then onwards the States paid interest as loyal on their forced loans as on the regular loans.
258

 The 

States tried to counter arrears by exhorting (Waerschouwinge) people in many States resolutions and 

placards to pay with threats of high fines or losing a year of interest. Public servants could be dealt 

with more easily and in 1676 the States ordered government receivers on both provincial and town 

level to stop paying salaries to government officials that were in arrears on wealth taxes and forced 

loans.
259

 

Apart from punishing, the States also tried to induce people to pay their forced loans on time 

by introducing advantageous conditions. For the loans of 1672 there was a little extra for people who 
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paid more than 1/3 above their quotas. These people would be redeemed after the war only when all 

the other bonds had been redeemed.
260

 In 1674 the States took some more interesting measures. First, 

the bonds of the capitale leeningen of 1674 and 1675 were issued completely tax free, which signified 

that they would never be subjected to geevensgeld, forced loans or any other tax.
261

 The loans of 1672 

did not have this condition. Second, the States introduced attractive rebates as a reward for quick 

payment. If one for instance paid both terms of the forced loans of 1674 in two weeks, one received 

the maximum rebate of 4%. If one only paid the first term in this time-span one received a rebate of 

2%. A year later, more dates and variations were included with a maximum rebate of even 7%, plus 

the advantageous condition that this rebate did not prevent receiving a bond for the full amount one 

was officially due according to the assessment register.
262

 De facto this signified the States issued 

bonds below par, with a minimum of 93% and a real interest rate of 4.3%. 

The actual revenue of the forced loans in Holland‟s Southern Quarter for the years 1672, 1674 

and 1675 can be found in table 16.
263

 This revenue figure comes from a source made up in the second 

half of the 1680s and it shows some people only made their payment in the beginning of 1680s. This 

implies Gecommitteerde Raden kept inducing local receivers to levy arrears many years after the 

forced loans were issued. The yield of the forced loan of 1672 was 99.8% of the personal assessment 

register, which was a very high yield. Because there were people who gave more than their assessed 

amount there was in fact more than 0.2% of the people not paying. For the loan of 1674 we do not 

have the figures for the personal assessment register because people higher assessed than 3000 

guilders had to pay 1/6 more. To come up with a good assessment one should investigate books of the 

200
th
 penny to assess what was the value of the assessments higher than 3000 guilders in total 

assessments. The forced loan of 1675 yielded 89% of the personal assessment register. The amount of 

people experiencing financing difficulties thus increased during the war. The 11% missing for 1675 

will therefore be partly explained by an increasing amount of conceded appeals (doleancien).  
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Table 16. Capitale Leeningen in Holland's Zuiderkwartier

Year 200th pennies Assessment Register Actual yield

1672 4 6.851.002 6.841.510,60

1674 4 6.948.441,95

1674 2 3.432.369,40

1675 2 3.824.912 3.405.678,10

Sources: NA, Archief van I.J.A. Gogel, inv. no.180, “Rapport 1678”, f21-22;

NA, Financie van Holland, 854, "Overzicht Capitale Leeningen 1672-1674".  

 

Besides forced loans, the States had other ways to acquire substantial sums for the war. By July 1672 

the two northern provinces Groningen and Friesland voiced the idea to demand a substantial 

contribution of the East Indian Company. Apparently, this had happened before in earlier times.
264

 The 

other two provinces agreed to this proposition and in September the States of Holland requested a sum 

of two million guilders as an interest-free loan from the East Indian Company, 1.5 million to Holland 

and a half million to Zeeland. This request was supported by the arguments that the VOC had profited 

more than any other from the protection of the Dutch fleet and that it was also in the Company‟s 

interest that the Republic would survive the war. In return the East Indian Company would receive 

bonds which would be redeemed two years after the war. If the States would not meet this agreement, 

yearly interest payments of 4% would be paid until the loan was redeemed.
265

 This indeed seemed an 

easy way to acquire funds but the directors of the East Indian Company proved to be tough 

negotiators. In January the directors consented to supply the two million guilders in cash plus 400.000 

pounds saltpeter, but in exchange they demanded regular bonds paying 4% interest after delivery of 

the cash and full support of the States with regard to any problems the Company would confront. 

Gecommitteerde Raden gave in and the sums were transferred to the tax receivers in three terms 

between April and June 1673. For Holland this signified an increase of its debt by 1.714.117,90 

guilders (this also includes payment for the saltpeter). The bonds were taken up by the district 

receivers in towns which housed a VOC chamber: Amsterdam, Rotterdam, Delft, Enkhuizen and 

Hoorn.
266

 

Besides the East Indian Company, Gecommitteerde Raden contracted loans from two private 

individuals. In May 1675 the States of Holland borrowed for a half year 200.000 guilders from the 

famous Jewish merchants Antonio Lopes Suasso and Isaac Pinto. Amsterdam‟s receiver issued bonds 

carrying an interest rate of 8% a year.
267

 Because no resolution by Gecommitteerde Raden speaks of a 

continuation of this loan, we can assume it was actually redeemed a half year later. The merchants thus 

received an interest of 8.000 guilders for lending out their money for a half year. 
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Government and capital market in a time of no credit 

 

The preceding section showed that despite the loss of credit by the States of Holland in 1672, 

interaction between government and capital market was not absent. First, the securities were taxed by 

wealth levies. The real levy of three 200
th
 pennies in 1673 implied an effective interest rate of only 

2.5% on provincial securities instead of the regular 4%. In case of wealth taxes based on the personal 

assessment register, the effective interest rate also declined. However, it is difficult to quantify to what 

extent. Securities were part of the assessment, but it must have been easy to keep bonds out of sight of 

the commissioners making up the assessment registers as they were often issued to bearer.
268

 In 

addition, securities could be transferred. In case a bond or annuity taken account of in the assessment 

of 1654 was transferred in a later year to someone who did not have to pay wealth taxes (because he 

was assessed too low), a security was in fact not taxed at all. The wealth of the previous owner was 

taxed, but not the security. A part of the securities and security holders was thus not affected by this 

fiscal policy.  

Second, the forced loans were levied on a part of the people normally belonging to the free 

capital market. Again the exact extent is difficult to assert. Some of the wealthy will never have 

invested in Holland‟s securities. But probably a significant part did. These people were now forced to 

lend money to the government. It is difficult to assess to what extent this influenced the province‟s 

future credit. Forcing people to do something they would abstain from voluntarily will never have 

been welcomed. Maybe a part of the wealthy will have kept hard feelings. But considering William 

Temple‟s remark there was no such safe investment as bonds and annuities on the credit of the 

province of Holland, many of these people would have probably brought their money to the receiver‟s 

offices again. 

The States‟ loss of credit during the Dutch War was not a novelty. In chapter two we saw that 

in the first decades of the Revolt the provincial estates had also lost credit and subsequently turned to 

forced loans. But there were many differences. In the 1570s and 1580s the provincial credit was so 

low that even in case of forced loans the States of Holland had to use town governments as fiscal 

intermediaries. In the first decades of the Revolt people were less used to provincial authority. At the 

time towns had also no credit for voluntary debt issues but they had the authority to levy forced loans. 

These loans mainly consisted of obligatiën running only a half-year or year, and they carried interest 

rates of around 12%. Town governments did therefore not have the power to appropriate wealth in the 

way they wished for. They could even only get these loans for a short period of time and running at 

relatively high interest rates. But at the turn of the seventeenth century the province‟s authority had 

grown to the level that it could levy forced loans itself. It was able to let provincial officials make up 
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personal assessment registers in all the towns and villages of Holland. As a consequence the States had 

an indication of the total wealth and a better idea of how much they could appropriate. Between 1599 

and 1603 they levied around 3.2 million guilders in this way.  

In 1672 the provincial government was a strong institution fully integrated in Holland‟s 

society. It did not need credit from towns in case of forced loans, but just as in the period 1599-1603 

could levy forced loans based on the personal assessment register. Using the towns as fiscal 

intermediaries to levy on the voluntary market was also no option. Rotterdam issued 150.000 guilders 

in 3.5% bonds on February 15, but in May it still came 68.000 guilders short. By the end of May it 

tried to issue another 100.000 guilders, now with 4% interest, but this loan did probably not lead to 

many subscriptions as we do not meet any new loans for the next two years.
269

 Only forced loans 

could work. 

Just as the States paid the current market rate on forced loans during the 1570s and 1580s, the 

States also did this during the 1670s. The question of levying a forced loan had been discussed in the 

States since April 1672. These discussions were based on the example of the province of Zeeland, 

where the provincial States levied a forced loan with 2% interest at the end of that month. Its 

inhabitants had to pay this loan with gold and silverware.
270

 Initially Gecommitteerde Raden suggested 

following this example, though they doubted whether to levy the loan in precious metals. One 

imagined credit would be damaged as people would be upset handing in their silverware. On the other 

hand, it was possible people had a lack of money to pay for the loan or that they would demand 

redemptions of their bonds to acquire the necessary means.
271

 In addition, the States‟ financial council 

initially proposed to pay only 1.5% interest on these forced loans as long as the war continued. Only 

six years after the war would this rate be increased to the regular rate of 4%.
272

 But eventually the 

option of forcing people to hand in their silverware was rejected and an interest rate of 1.5% was 

considered bad for credit. Taxpayers were free to pay with the means they chose and on their bonds 

they would receive the regular interest rate of 4%.
273

 The States knew they needed these forced lenders 

in the future as creditors for voluntary loans. 

 In the minutes and resolutions of the States of Holland we can observe more examples of the 

government taking account of the capital market in this period of forced loans. The most important of 

which was punctually paying interest to investors. Though this did not hold for the capitale leeningen 

of 1672 which arrears in interest payments were only met three years later, the province punctually 

paid its interest on its ordinary debt. With this argument it also tried to placate investors asking for 

redemption (a measure which will clearly not have improved credit).
274

 In July 1672, when a large part 

                                                           
269

 GAA Rotterdam, OSA, inv. no. 28, “Vroedschapsresoluties Rotterdam 1671-1675”, 117v. 
270

 RSH, 17-05-1672, f23. 
271

 Vivien and Hop, Notulen, 93-94. 
272

 RSH, 04-06-1672, f95-96. 
273

 RSH, 14-07-1672, f 298-299. 
274

 RSH, 13-06-1672, f130-131. 



73 
 

of the Republic was occupied by enemy troops, Dordrecht and Delft proposed to suspend interest 

payments or pay only half of the regular interest rate. However, the other States‟ members were firmly 

against this measure.
275

 They understood the consequences this measure could have for credit. 

Between 1572 and 1576 the provincial government had defaulted on its interest payments. 

Subsequently, it was in arrears on its debt obligations until the middle of the 1580s. This seriously 

damaged credit. Only by gaining the backing of towns they were then able to issue annuities (see 

chapter 2). 

By withdrawing the “discount” on the interest on obligatiën and losrenten, which implied 

investors received 5% more interest, the States tried to placate investors.
276

 In addition, they 

temporarily abolished the transfer tax on all life and heritable annuities.
277

 For the government there 

were no advantages to abolishing this tax except that people could get more easily acquire liquid 

means to pay their wealth taxes. The exemption of transfer taxes can therefore be interpreted in this 

negative sense. However, one could also interpret this measure in the sense that the provincial estates 

supported the population to get liquid means in a time when many people experienced financial 

problems and high offers were asked. As we can see in the Verleyboeken (transfer books) of Gouda, 

trade in annuities significantly increased during the 1670s.
278

 But this cannot be explained by the 

exemption of transfer taxes. The main reason must have been people were in need of money and 

therefore even prepared to sell their securities significantly below par. In 1675 the exemption of 

transfer taxes was abolished
279

, probably because Holland‟s military and political situation had 

improved. The transfer books of Gouda and Leiden indicate transfers continued so one would expect 

the yield from transfer taxes to have risen.
280

 

 

Loans of 1675 and 1676 

 

As we have seen above, the last voluntary loan issue of March 1672 had been a failure as credit 

disappeared by the initial threat of and subsequently the attack on the Republic. In the immediate years 

that followed, the States of Holland did not attempt any new issue of debt. It seems they had no sign 

that credit was restoring. But in May 1675 this changed when some district receivers were informed 

by potential investors of their interest in 10% life annuities. These receivers passed this news on to 

Gecommitteerde Raden.
281

 This is a good example of how government-market interaction worked via 
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the decentralized structure of receivers. Apart from this, it also shows the good feeling of investors for 

the circumstances of the time and their vigor to make use of these circumstances. The peace with 

England and partial withdrawal of French troops gave them more confidence in a good ending of the 

war, but on the other hand the country was still in war and the government was continually in need of 

money. This justified their proposition of a 10% interest rate, which would have been immediately 

rejected in normal times. The interest rate on the last issue of life annuities was after all only 7.14%. 

But the investors understood the time correctly and probably based on information from the receivers, 

the States of Holland decided to issue a comparatively small amount of debt: 300.000 guilders. Maybe, 

this small amount can also be seen as a tryout of the province‟s credit.  

Subscriptions to this small loan took their time, despite the high interest rate. Next, there were local 

differences. Delft again showed its excellent credit by next to issuing its own contingent of 24.000 

guilders, also issuing Dordrecht‟s and Rotterdam‟s contingents of together 39.000 guilders. Rotterdam 

issued Brielle‟s part of 6000 guilders.
282

 Dordrecht, Gorinchem and Brielle had especially bad credit. 

Gecommitteerde Raden were informed by receivers about the credit position of each town and took 

measures according to this information. The other receivers fully subscribed their loans, except for the 

one of Gorinchem that only succeeded in issuing 1.000 guilders. As a consequence, the 

Zuiderkwartier‟s part in the loan was subscribed to for 98%. Most of the receivers took 5 to 9 months 

to get their loans completely subscribed to, which is a considerable amount of time for such a small 

loan issue.
283

 

In May 1676 the States again heard via the receivers of investors‟ interest in 10% life 

annuities, even though subscriptions for some towns had just been fulfilled. We can guess from which 

receivers this interest must have came: the receiver-general in The Hague and the receivers of Delft 

and Amsterdam which relatively easy subscribed their loans. When informing the States of this news 

Gecommitteerde Raden added considering on the one hand the high debt of the province, but on the 

other “the high taxes that were daily asked from the poor inhabitants” they could not refrain from 

asking the States‟ judgment on this matter.
284

 Issuing this debt was thus thought of as reducing the 

pressure on the poor. But on the long term the poor of course had to pay taxes for the high interest 

payments on this debt which most of the time went to the rich. 

Again subscriptions took their time (for most of the towns more than half a year), but 

eventually all receivers except the one for Gorinchem fully subscribed their loans. This shortage was 

made up by Amsterdam (who issued the 10.000 of Gorinchem of 1676 and the 5.000 short of the year 

before) and the receiver-general.
285

 The towns even issued more than their quotas which resulted in an 
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8.200 guilders surplus above the Zuiderkwartier’s quota.
286

 Maybe these were shortages of the 

Noorderkwartier. 

Table 17. Debt Issues 1675 and 1676 for Holland's Zuiderkwartier

Total ZK OG Dordrecht Haarlem Delft Leiden A'Dam Gouda Rotterdam Gorinchem Brielle

Quote 636.000 156.000 64.000 64.000 64.000 64.000 112.000 40.000 40.000 16.000 16.000

Loans actually placed 644.200 162.000 40.000 64.000 103.000 64.000 129.200 40.000 31.000 1.000 10.000

Percentage placed 101,29% 103,85% 62,50% 100,00% 160,94% 100,00% 115,36% 100,00% 77,50% 6,25% 62,50%
 

Other loans 

 

Furthermore, Holland‟s debt increased by taking over debt from the prince of Orange and by paying 

subsidies to the Emperor by way of bonds. In March 1674 the States of Holland took over two million 

guilders of bonds from William III.  These two millions had been pledged on the prince‟s domains. As 

a consequence, bondholders should from 1674 onwards collect their interest at the provincial 

receiver‟s offices instead of at the office of the manager of the princely domains. By taking over this 

debt, the States of Holland wanted to show their gratitude to the prince in a financial way. Moreover, 

the States thought the prince would be better able to serve the province without the pressure of this 

debt. It signified the States of Holland‟s budget increased by 80.000 guilders a year in interest 

payments.
287

 In 1679 the States of Holland again took over 874.640,60 guilders of the prince‟s debt. 

This was Holland‟s quota in a debt of 1.5 million guilders that the seven provinces took over from 

William III. When the peace with England was signed in 1674, the Republic had to pay two million 

guilders. A half million was paid in cash by the States General while the other 1.5 million guilders 

were raised by issuing bonds on the credit of the prince. It would be no surprise if the prince had 

enough credit for voluntary subscriptions out of patriotism. On the other hand government officials 

were maybe expected to invest. Unfortunately the bonds were issued to bearer so we do not have the 

names of the investors.
 288
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Table 18. Holland's quota in subsidies to allied rulers paid in cash and bonds

Cash Bonds

Emperor 1.340.820 411.666

King of Denmark 859.010 534.508

Elector of Brandenburg 2.034.912 326.322

Elector of Trier 169.795

Duke of Brunswick-Lüneburg 833.802 145.000

Duke of Lorraine 30.583

Bishop of Osnabrück 777.906

Bishop of Münster 221.577

6.046.827 1.639.073

Source: NA, Finance Archive, Inv. No. 790cc  

 

In 1673 Holland‟s debt expanded with 411.666,20 guilders when the States of Holland paid 

part of their subsidies to the Emperor in bonds. Because credit was low these bonds paid an interest 

rate of 5% instead of the regular 4%, and the Emperor‟s deputies demanded these loans to be based 

exclusively on the credit of the receiver‟s office of Amsterdam. Because this receiver collected the 

largest amount of taxes, his credit was best.
289

 The Emperor was not the only ruler receiving subsidies 

from the Republic. In table 18 several other rulers are listed. To five of these rulers Holland also paid 

its quota in these subsidies by way of bonds: the King of Denmark, the Elector of Brandenburg, the 

Dukes of Brunswick and Lüneburg, and their former enemy the bishop of Münster. But these rulers 

were paid by existing bonds. Here we can see an inventive way by the States of Holland to take 

advantage of the capital market while their credit was low. In 1676 the States were in arrears on their 

subsidies and their allies in desperate need for money.
 290

 The States decided to buy bonds on the 

secondary capital market and release them subsequently to the princes. In the States‟ resolution we 

read that the States assumed the allies would immediately sell these bonds because their need of 

money, but that the States were not responsible for any loss on the price. It was obvious to the States 

that the allies “could not exchange these securities without losing 20%”.
291

 But the States used the 

bonds‟ nominal value as measure to meet its subsidies. The allies accepted this offer as they were in 

desperate need for funds. Because the province also paid less than 80% for its bonds on the secondary 

market, the States paid in effect only 960.000 guilders for 1.2 million guilders of subsidy obligations. 

In this case Holland‟s low credit on the secondary market saved the States 240.000 guilders. 

The final loan issue during the Dutch War concerned a small issue in July and August 1678. 

This is again a very interesting loan issue, because it shows an example of the Holland issuing bonds 
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on the primary capital market below par. Amsterdam‟s and Rotterdam‟s provincial receivers then 

issued loans of 130.000 and 63.000 guilders respectively in half-year obligaties. These bonds paid 5% 

interest and were issued significantly below par. Amsterdam‟s receiver collected 100.000 guilders, 

which implies a price of 76.9% for these bonds and an effective interest rate of 6.5%. The receiver of 

Rotterdam was paid 50.000 guilders for his loan issue.
292

 The price of Rotterdam bonds was thus 

79.4% of the nominal value and so the effective interest rate was 6.3%. Rotterdam‟s bonds were 

issued a month later than Amsterdam‟s bonds, which maybe explains this difference in price. These 

bonds eventually ran for two years instead of a half-year and were then in August 1680 redeemed by a 

new issue of bonds at the nominal value and paying 4% interest.
293

 

Holland‟s credit was thus still damaged at the end of the Dutch War. Although the Peace of 

Nijmegen was signed on the 11
th
 of August, Rotterdam‟s receiver thus still had to issue bonds 

significantly below by the end of August. Only in 1680 credit was restored. The Dutch War had thus 

seriously damaged provincial credit. However, as we have seen, this did not imply that debt played 

hardly any role during the Dutch War. Between 1671 and 1679, Holland‟s Southern Quarter had 

issued 34.5 million guilders of debt (table 19). 

 

Table 19. Debts issued by Holland's Zuiderkwartier  during the Dutch War

Life annuities Heritable annuities and bonds Total

Loan issues 1671/2 1.978.094 7.086.750 9.064.844

Forced loans 1672/4/5 20.628.000

VOC loan 1.436.120

Loans issues 1675/6 644.200

Prince of Orange 1674 1.590.000

Bonds Emperor 411.666,20

Loans 1678 150.000

Prince of Orange 1679 695.339

Total 2.622.294 31.997.875 34.620.169

Sources: NA, Financie van Holland, inv. nos. 254, 788c, 790cc, 853, 854;  

RSH, 22-09-1673; RGR, 13-07-1678; 09-01-1679.  
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Conclusion 

 

In this essay we have investigated the development of Holland‟s public debt from a perspective of 

government-market interaction. First we examined the different phases of Holland‟s public debt from 

the early sixteenth century to 1670. These phases were distinguished by periods of good and bad 

credit. Until 1553 Holland‟s provincial estates for the greater part had to force their inhabitants to 

purchase provincial annuities. Subsequently, there was a short period of good credit. Between 1553 

and 1565 there arose a free capital market in Holland. By punctually paying their interest, the States of 

Holland had gradually gained the confidence of wealthy Hollanders. But then the Dutch Revolt 

abruptly destroyed the province‟s good credit. The political instability made the rich reluctant to lend 

their money to the provincial government. After all, would this government still exist in the near 

future? Only in 1594 were the States of Holland again able to issue annuities on the collective credit of 

the province. The military successes by the Prince of Orange and his armies reduced the threat of a 

“regime change” by the Spanish king. In addition to the growing chances of survival for the provincial 

government, the rise in tax yields and the States‟ policy to make up their arrears on pre-Revolt debt 

increased the trust of investors in Holland‟s provincial estates. This restoration of credit eventually 

ushered in a period of massive borrowing that would make the Republic famous. Due to Holland‟s 

excellent credit and the availability of enormous sums of capital that flew into the hands of the 

wealthy during this Golden Age, interest rates declined to the lowest levels in Europe. 

When studying this development of Holland‟s public debt we not only confronted many 

“moments of interaction” between the capital market and the government, but we also gained an 

understanding of the parameters in which this government-market interaction took place. One of these 

parameters is credit. Two elements were essential for establishing good credit: political stability and 

previous debt history. For investors, a pre-condition to invest in government debt, was the prospect 

that a political regime would survive to the future. Only then would a government be able to meet its 

debt obligations. In case investors feared that the future of a political system was uncertain, in case of 

for instance the Dutch Revolt or the Dutch War, credit disappeared abruptly. Second, even if a regime 

experienced political stability, it was still the question whether this regime would meet its debt 

obligations. As we have seen in chapter two, Charles V‟s fought many wars during the 1520s but his 

regime was not threatened in the sense that there were chances it would be overthrown. But Charles 

was often in arrears on its debts and therefore only a few rich bankers were prepared to lend him 

money at high interest rates. Only by punctually paying interest and redemptions, a government was 

able to acquire the trust of investors. We observed this in Holland at first during the 1550s and 

subsequently from the 1590s onwards. 

In addition to credit, and its accompanying parameters politics and debt history, the amount of 

supply and demand of capital is important. As we have seen above, both the demand and supply of 



79 
 

capital increased enormously during the sixteenth and seventeenth century. In particular since the end 

of the Twelve Years‟ Truce, Holland started to borrow on a massive scale. Between 1621 and 1670 

Holland‟s debt increased from around 21 million guilders to more than 130 million guilders. Holland‟s 

capital market seems to have absorbed these amounts easily. As a consequence, the States were able to 

reduce the interest rate on all types of securities. The interest rate on bonds declined from 7% in 1606 

to 6.25% in 1616, to 5% in 1640, to 4% in 1655 and finally to 3.8% at the end of 1671. The greater 

part of the capital market was especially interested in this security, because it was very liquid 

compared to the other securities. In chapter two we have seen that the share of bonds in total debt 

increased from 25% in 1621 to almost 60% in 1653. 

Although these parameters were essential for Holland‟s “success” of borrowing at 

progressively lower interest rates, the interest rate did not decrease by itself. This could only be 

achieved by a process in which the government and capital market constantly felt each other out. In 

chapter three we thoroughly studied this interaction for the Dutch War by examining the loan issuing 

policy of the States of Holland. By examining various “moments of interaction” we were able to 

analyze the different ways or channels by which the capital market and the government influenced 

each other.  

In the first channel, the States of Holland and the capital market communicated indirectly. The 

States placed a particular loan with attached to it particular circumstances. Subsequently they waited 

for the response of the capital market. In October 1671 for instance, this response was negative. The 

capital market did not absorb the two million guilders of life annuities that the States tried to issue. It 

was then to the government to react again. Because political and financial pressure was high because 

of the impending war, the provincial estates had no choice other than succumbing to the demand of the 

capital market. This demand contained the issuing of losrenten and obligaties. The increasing share of 

bonds in total debt was thus not straightforward. To get their beloved bonds the capital market thus 

first had to be patient and subsequently the financial pressure had to be high enough for the 

government to issue these securities. As we have seen in chapter two, the provincial government 

preferred annuities above bonds. 

A second channel of interaction between government and capital market was direct 

communication via the regents in the States of Holland. These regents were investors themselves and 

were thus a reflection of the capital market within the government. The interest of lenders was thus 

promoted within the organs that decided how much and in what way to borrow. Chapter 2 showed a 

good example of the capital market being represented within the Holland‟s provincial estates. In 1652 

the States firmly rejected a proposition by Gecommitteerde Raden to reduce the interest rate. Instead 

they chose to acquire the necessary funds by an extraordinary Verponding. In chapter 3 we also saw 

that the States took care of their lenders. The regular interest rates were paid on forced loans and a 

proposition by Dordrecht and Delft to cut interest payments in 1672 was rejected by the other 
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members. These measures were good for future credit and the provincial estates thus did their public 

duty, but it is very likely that also personal motives played a role. 

A third channel by which capital market and government interacted was the provincial tax 

receivers. The loan issues of 1675 and 1676 are good examples of this kind of interaction. Some 

investors then took the initiative to go to the receiver‟s offices to inform whether the government was 

interested in issuing 10% life annuities. These investors knew that the government in times of war was 

always in need of financial resources, but also that not many investors were prepared to invest. 

Because of these circumstances this group of investors, clearly interested in the long term as they 

demanded life annuities, was able to demand an interest rate substantially higher than the 7.14% paid 

on the last issue of life annuities in 1671. In normal circumstances the government would have never 

accepted such a proposition, but these investors correctly felt this was the right moment to acquire a 

relative lucrative investment. 

We have also seen that when the States of Holland lost credit, they were still able to raise 

enormous sums of money. By way of wealth taxes and forced loans they acquired huge sums. But in 

the case of forced loans, credit and the capital market still played a role. We have investigated multiple 

measures by the States in which they took account of their future investors. For instance by paying 

forced lenders the regular interest rate, by abolishing the interest rate reduction of December 1671 and 

by exempting annuities from transfer taxes. These were all “moments of interaction”, even though this 

interaction temporarily came from one side. The reaction from investors was only expected in the 

future, when credit would return. 

The disadvantage of low credit for the government was the high interest rate demanded by 

investors. As we have seen above, in 1678 the States of Holland could only borrow the small amount 

of 150.000 guilders by paying 5% nominal interest and by issuing this loan more than 20% below par. 

Moreover, the term was only a half year. But on the other hand, we have also seen an example of the 

provincial government exploiting its bad credit to its advantage. When the Republic‟s allies were in 

desperate need for money, Holland‟s provincial estates decided to pay Holland‟s quota by buying 

bonds on the secondary market. For a 200.000 guilders subsidy to Denmark, the States then bought 

bonds with a nominal value of 200.000 guilders. But because these securities were sold for 80% on the 

market, the government saved itself 20%. The interaction between the capital market and the 

government thus took place in time of good credit and bad credit. The outcome depended on the level 

of credit of the government, on the political circumstances and on the supply and demand of capital 

conditions at each particular occasion this interaction took place. By this process, both parties always 

arrived at a point of equilibrium fitting the particular circumstances of the time. 
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Appendix 1. 

Debt issues  by the States of Holland, 1591-1609

Date Amount Type of security Interest rate Issued by Circumstances

26-01-1591 unknown annuities towns The towns will issue heritable and life annuities on behalf of the province. These annuities will be used to redeem bonds the towns have issued in earlier repartitions.

26-01-1591 54.000 bonds 10% receivers The provincial receivers will issue 54.000 guilders to advance part of the Verponding  revenues. Term: nine or ten months.

18/29-06-1591 130.000 bonds 10% receivers Holland's quote in extraordinary Staat van Oorlog  of 200.000 guilders. Term: 8, 10 and 12 months. Pledged on the Verponding  of 1592.

27-08/10-09-1591 130.000 annuities 8.33% + 16.67% (12.5%) towns Purpose: to relieve the tax receiver's offices of debt burden. Towns will furnish 130.000 guilders to receivers who in turn will redeem on their debts.

16-11-1592 100.000 bonds receivers Purpose: assist France. These debts will be redeemed by selling domains and ecclesiastical property.

31-05/05-06-1593 65.000 bonds 8% receivers Holland's quote in extraordinary Staat van Oorlog .

23-06/03-07-1594 130.000 bonds receivers Purpose: relief Groningen. Term: one year.

25-07-1594 unknown heritable annuities 8.33% receivers Purpose: redeem bonds.

07-09-1595 100.000 heritable annuities 8.33% towns Purpose: extraordinary Staat van Oorlog.

24-01-1596 6.000 bonds 8% receiver Issued by Dordrecht's receiver. Term: three months.

19-03-1596 20.000 bonds 8% receiver Issued by the receiver-general. Term: one year. If this is difficult: half-year.

19-03-1596 5.000 bonds 8% receiver Issued by Dordrecht's receiver. Term: one year. If this is difficult: half-year.

25-04-1596 50.000 bonds 8% receivers Term: half-year.

11-05-1596 100.000 heritable annuities 8.33% towns In case towns will not be able to place these loans, they are allowed to issue bonds.

01-07-1596 8.000 bonds receiver Issued by receiver Sonck. Term: half-year. These bonds will be redeemed out of the sale of lands from the count of Egmond.

14-07/27-07-1596 100.000 bonds 8% receivers If receivers would not be able to issue these bonds, towns will try to issue shortages by heritable annuities, life annuities or bonds. Apparently, the States excepted problems with this loan issue.

27-12-1596 25.000 bonds receiver Issued by Amsterdam's receiver.

05-02-1597 unknown bonds 9% receiver Receiver De Raedt from the Northern Quarter has to issue bonds for a sum that is due after liquidation of the accounts of the Noorderkwartier.

19-05-1597 23.000 bonds 8% and 9% receivers Gouda's receiver has to issue 8.000 running at 9%. Amsterdam's receiver 15.000 at 8% if it is possible, otherwise also 9%.

01/23-12-1597 400.000 bonds receivers Term: one year. Restitution from the sales of domains and ecclesiastical property.

01/23-12-1597 200.000 heritable annuities 8.33% towns/receivers The resolution states the towns would issue these annuities. But resolutions 07-03-1598 and 07-09-1598 are about problems concerning this loan issue, and they state 

that some receivers were not able to issue their quota of annuities.

23-12-1598 200.000 annuities 8.33% + 14.3% (11.1%) towns Purpose: financial shortages.

23-03-1599 30.000 bonds 8%-9% receiver Issued by receiver-general.

05-04-1599 12.000 bonds 8%-9% receiver Issued by receiver-general.

12/23-10-1599 300.000 bonds 8% towns

16-03-1600 10.000 bonds receiver Issued by Amsterdam's receiver. Term: one year. Purpose: Admiralty Amsterdam.

06-06-1600 400.000 bonds receivers Term: one year.

07-06-1600 25.000 bonds 9% receiver Issued by the receiver-general. Term: One year.

28-08/15-09-1601 300.000 bonds receivers Purpose: the relief of Oostende.

28-08/15-09-1601 200.000 life annuities 14.3% (11.1%) receivers Purpose: the relief of Oostende.

11-09-1601 200.000 annuities 8.33% + 14.3% (11.1%) towns Purpose: the relief of Oostende.

12-02/16-03-1602 150.000 bonds receivers

13/15-08-1602 400.000 bonds receivers Term: one year. Purpose: Anticipation 400.000 guilders of revenues Capitaale Setting  1603.

3/6-09-1602 100.000 bonds receivers

4/21-12-1602 100.000 bonds receivers
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18-02/20-03-1603 150.000 bonds receivers Purpose: Soldier's pay.

21-03-1603 150.000 bonds receivers The ordinary taxes yielded less than expected. Loan issues were therefore considered necessary to meet shortages.

28-07-1603 177.850 bonds 9% receivers

11-08-1603 75.000 bonds 8%-10% receivers Purpose: soldier's pay and "case" Oostende.

03-09-1603 300.000 heritable annuities 8.33% towns The States will issue 8.33% losrenten . These will be bought by the towns. The towns in turn acquire these 300.000 guilders by issuing losrenten and 14.3% lijfrenten .

28-11-1603 200.000 annuities 8.33% + 14.3% (11.1%) receivers Purpose: war costs. In case receivers did not succeed in placing these loans in annuities, they were allowed to sell bonds.

01-12-1603 75.000 bonds 8 a 9% receivers Three receivers each issue 25.000 guilders.

02-12-1603 100.000 bonds receivers Term: one year. The receivers will be repaid by the revenues from the Verponding  of the coming year.

15-06-1604 200.000 bonds receivers Term: one year. Purpose: soldier's pay.

04-08-1604 80.000 bonds 8% receiver

23-08-1604 200.000 heritable annuities 8.33% towns See resolution 03-09-1603.

12-10-1604 150.000 heritable annuities 8.33% towns See resolution 03-09-1603.

12-10-1604 150.000 bonds receivers

01-03-1605 100.000 bonds receivers

08-03-1605 35.000 bonds 8% receiver Issued by the receiver-general. Term: One year.

15-03-1605 10.000 bonds 8% receivers

05-05-1605 35.000 bonds 8% receiver Issued by the receiver-general. Term: One year.

19-08-1605 50.000 bonds 8% receiver Issued by the receiver-general. Term: One year.

13-09-1605 15.000 bonds 8% receiver Issued by the receiver-general. Term: two years. Purpose: Support Portugal.

27-09-1605 100.000 bonds receivers Purpose: soldier's pay.

30-11-1605 100.000 annuities 7.14% + 14.3% towns Purpose: soldier's pay.

30-11-1605 100.000 bonds 8% receivers Purpose: soldier's pay.

11-02-1606 105.000 bonds 8% receivers Term: one year.

17-05-1606 100.000 bonds 7% receivers Purpose: meet shortages in taxation. Issued by receivers Southern Quarter.

29-05-1606 25.000 bonds 7% receiver Issued by the receiver-general.

10-06-1606 30.000 bonds 7% receiver Issued by Amsterdam's receiver. Term: one year.

12-06-1606 9.000 bonds 7% receiver

27-06/08-07-1606 200.000 annuities 7.14% and 14.3% towns Purpose: war costs.

27-06/08-07-1606 200.000 bonds 7% receivers Purpose: war costs.

30-06-1606 53.000 bonds 7% receivers Purpose: soldier's pay.

24-08-1606 200.000 annuties 7.14% and 14.3% towns

24-08-1606 200.000 bonds 7% receivers

12-09-1606 30.000-40.000 bonds 7% receiver The receiver-general's clerk in Amsterdam has to issue 30 to 40.000 guilders.

27-10-1606 40.000 bonds 7% receiver Issued by Amsterdam's receiver.

18-11-1606 16.000-17.000 bonds 7% receiver Term: a year or six months.

23-04-1607 20.000 bonds 7% receiver Issued by Delft's receiver. Purpose: soldier's pay.

01-05-1607 600.000 bonds/annuities 7.14% + 14.3% + 7% receivers Holland's quote in war costs of one million guilders. In 1591 (see above res. date 18/29-06) Holland's quote was 65%. In 1616 Holland's quote became fixed at 58.3%. For this debt issue

 I assume a quote of 60%. Towns are asked to assist receivers in finding investors. In case people rather had heritable or life annuities this was also allowed.

03-05-1607 60.000 bonds 7% receivers Three receivers issue each 20.000 guilders. Term: one year. Purpose: paying troops and substitute redeemed bonds.

17-07-1607 300.000 annuities/bonds 7.14% + 14.3% + 7% receivers Purpose: war costs.

04-09-1607 200.000 annuities/bonds 7.14% + 14.3% + 7% receivers Purpose: war costs.

13-10-1607 75.000 annuities/bonds 7.14% + 14.3% + 7% receivers Three receivers each 25.000 guilders. Purpose: soldier's pay. In case the receivers have difficulties in subscribing these loans, they can meet the shortages by issuing bonds.

25-02-1608 unknown annuities 7.14% + 12.5% (10%) receivers Receivers are allowed to issue heritable and life annuities for three months. Period starts on the  first of March.

11-06-1608 unknown annuities 6.25% + 12.5% receivers Orphans are allowed to buy heritable annuities with the option of redemption on the initiative of the buyer when the orphan comes of age. Life annuities are also allowed.

28-06-1608 unknown heritable annuities 6.25% receivers Receivers are allowed to issue heritable annuities.

Sources: Resolutions by the States of Holland, 1591-1609. The research into these resolutions was based on the Index of the States' Resolutions.

I have used the following terms in this index: "negotiatiën", "financiën", "losrenten", "lijfrenten".
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Appendix 2.  

 

Propositions by the States of Holland’s Financial Council under the chairmanship of Grand 

Pensionary Johan de Witt in 1670 and 1671 

 

The first proposition by this council concerned 41-year term annuities paying 4% interest. These 

annuities would expire after 41 years, which meant that just as with the dead of a life annuitant the 

loan amortized itself. Thus while in case of a life annuity the term was variable as it depended on how 

long an annuitant would live, this annuity had a fixed term. In case an annuitant died before these 41 

years, the annuity could be inherited by his estate. In addition, this fixed term implied that the investor 

had no fear of redemption or any change of the interest rate. These were advantageous conditions for 

investors but together with a 4% interest rate they would certainly be too low to compensate for the 

disadvantageous condition of self-amortization. Life annuities did not contain a relatively high interest 

rate for nothing. To overcome this objection the State‟s financial council introduced a new element to 

these 41-years loans: the opportunity to compound interest. This signified that in case an investor did 

not collect his interest on the half-yearly due date, he would receive on the next due date not only the 

interest payment due the previous time and the one due at the moment of collection, but also interest 

on the interest payment he had not collected the previous due date. This accumulation of interest was 

even allowed to continue for the full 41 years, though the investor was allowed at any due date to 

collect his interest compounded to that particular moment.
294

 

This element of compounded interest was attractive for investors because it had the potential of a high 

yield. This yield was dependent on the time one chose to collect his or her interest. In case an investor 

chose to collect his interest after 41 years the compounded interest, minus the extinguished principal, 

was 2993,06 guilders.
295

 On a regular 4% bond or losrente of 1000 guilders one earned 1640 guilders 

in 41 years. Moreover, one had the right to get back the principal. A 41-years term annuity thus 

yielded 1353 guilders or 83% more than a regular bond or heritable annuity. In other words: to acquire 

such a return with simple interest, a rate of 7.3% was demanded!
296

 This was even higher than the 

current rate of life annuities (7.14%) while the term annuities lacked the speculative element of death. 

However, there were also disadvantages to these annuities. One only received the maximum yield if 

one cashed in after 41 years. It is questionable whether someone had so much patience as the income 

from securities would often be used for other things than reinvestment. One could cash earlier but the 

compounded interest would then decline. In case one would for instance cash its compounded interest 

every five years, one received 217 guilders interest every five years which is the equivalent of 4.3% 

                                                           
294

 Houtzager, Lijf- en Losrenteleningen, 184. 
295

 Regular bond: 4% of 1.000 is 40 guilders interest; multiplied by 41 years gives 1.640 guilders. Bond with 

compounded interest: (1.000 * 1,04^41)-1000 = 3993,06 guilders. 
296

 If x is the yearly amount of simple interest: 41*(1000x)=2993,06 1000x=73x=0,073. 
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simple interest. If one then compares this slightly higher rate with the advantageous conditions of the 

right of redemption of regular bonds and losrenten, one would expect that these annuities would exert 

not much attraction on the capital market.  

But besides this lack of attraction for investors, the construction was also adverse for government 

finance. This type of 41-year loan was advantageous for the government in the sense that in case 

investors would choose to compound their interest for a long time, the government had to pay less 

interest on the short term. However, the accumulation of interest still resulted in a growing debt of 

interest payments.  In order to prevent the debt from exploding, De Witt therefore proposed to redeem 

as much as the burden of compounded interest yearly increased. As a consequence, after 41 years the 

total compounded interest and total redemptions were the same amount
297

: almost four million 

guilders. This signified that the public debt had decreased with almost four million guilders, but also 

that the state was due four million guilders of interest to investors at the end of the 41-years. The big 

question was whether the province would be able to pay such an amount at that moment. And what if 

the loan issue did not consist of one million guilders, which is a fairly small amount, but for instance 

of ten million guilders. The compounded interest due after 41 years would then be even almost forty 

million guilders! If measures were not taken to save money for this large future payment, one would 

burden the next generation with enormous financial problems.  

Maybe this was the reason why the States could not agree to this proposition. In another proposition of 

25 April 1671 they did take account of this problem. This time the financial council proposed to issue 

41-years annuities with a yearly interest of 5%. Of this interest, 4 percent point would be paid yearly 

as simple interest but 1 percent point would be compounded each year with 4% interest.
298

 After 41 

years the investor would receive this compounded interest and this was not accidentally the same 

amount as the principal.
299

 The compounded interest aspect of this loan issue is thus a way of reserving 

money for future redemption. For an investor it would have been the same as buying a regular bond 

that paid 4% interest and demanding redemption after 41 years.  Only in this case, the redemption in 

41 years is already kept account with from the start. This reservation of money for amortization was 

the advantage of this type of loan for the state. But of course the government has to strictly observe the 

                                                           
297

 Ibidem. This implied that in case of a one million guilder loan, the interest (and consequently the redemption) 

for the first year was 40.000 guilders, the interest for the second year 41.600 guilders, for the third year 43.264 

guilders, and eventually for the 41th year 192.040,80 guilders. The compounded interest burden thus grew yearly 

with 4%. This did however not signify that each year the state had to assign more tax funds for the yearly 

redemption, because the consecutive redemptions diminished the debt service with exactly the same amount as 

the compounded interest burden increased. This was the case because the funds no longer needed to pay for the 

regular debt service, could now be used to pay for the redemptions demanded by the compounded interest 

burden. So when 40.000 guilders of debt was redeemed, this implied that the next year the regular debt service 

decreased with 1600 guilders (because the interest was also 4% on regular annuities and bonds). These 1600 

guilders could then be used a year later for the redemption of 41.600 guilders demanded by the compounded 

interest annuities. 
298

 Ibidem., 188-189. 
299

 x is the amount of years needed to pay back the principal, 1000 guilders is the principal, 1% simple interest 

on 1000 guilders is 10 guilders, compounded interest on yearly payment is 4%. This leads to the equation: 10 

((1,04^x-1)/0,04)=1000  1,04^x=5 log(5)/log(1,04)  x=41 years. 
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rules of this debt it set for herself. That is to put an amount equivalent to the yearly compounded 

interest aside. It the state would have observed this rule, the result would have been great. 
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