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CHAPTER-II
The Organization of Trade
I A General Picture |

From the point of view of business organization, the Middle Agespre-
sent no uniform picture either in time or in space. During the so-called
Dark Ages,the manorial economy was dominant and most landed estates
were relatively self-sufficient. Exchange, at any rate, was reduced to a
minimum, and trade, while it did not disappear altogether, fell to a low
ebb. What little survived was carried on by groups of travelling mer-
chants who catered for the rich by selling them luxuries or who exploited
the poor by charging high prices for necessities in times of famine or dis-
tress. A real revival did not occur until the eleventh.century with the ces-
sation of the Norman invasions and the decline of feudal anarchy. In Italy
urban life regained vigour; in. Flanders it sprang up anew. From these

two centres, the movement spread and gained: momentum. The Cru-
sades gave it further impetus. Latin merchant colonies were established
all over the Levant. Soon the Venetians, the Genoese and the Pisans con-
trolled the foreign trade of the Byzantine Empire:. Methods of business
organizationmade steady progress; but-the merchants continued to be
peregrinators, moving constantly about in unending purstit of profit:
They and their servants still accompanied their goods éither by land or by
sea. In the twelfth and thirteenth centuries, thé travelling trade of western

Europe gravitated to the fairs of Champagne, and their thythm regu-

lated the coming and going of the merchant caravans from Italy,
Flanders, Germany and all corners of France.

TheItalians played an important part, butas yet they did not dominate, -

although they were spreading their tentacles and slowly choking off their
rivals. Flemish and English merchants still went as far as Genoa to fetch
spices or silks and to sell their cloth. Asearly as the thirteenth century, the

enterprising Italians, by-passing Flanders, were penetrating into England

as papal bankers, but the transfer problem forced them into the wool
trade, since the exportation of spécie was forbidden and English wool
was in great demand on the continent. Paris proved to be another attrac-
tion, and the Italian companies began to establish permanent agencies in
the French capital, so favourably situated close to Champagne. Thisnew
development was only the spearhead of far greater changes which trans-
formied the entire fabric of medieval trade..

Instead of travelling to and from the fairs, the Italian merchants, es-

* Thé writer wishes to express his ap reciation to the Social Science Research Coun-
cil for'a grant that enabled him to collect material for part of this-chapter.
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p&c%ally. those Qf the mland cities, Siena and Florence, began to direct thcﬁ
ab axrsd t?m the cquphng—home and to secure permanent representation
abroad by means: of ParmCed 1S, fa{;tors or correspondents. The one-time
- or gracually turned into a busiriess administrator, who spen

ofhis time behind a desk reading reports and giving instructionls). Hol;lr(::s:)t

_  banking in the éntircarcg from Constantinople and Alexands:
in t;he east: to Bruge's-g_nd London in the west. To aP large 'éxtift‘:r'l-f}?i:
supremacy rested on superior business organization, since the milita
{::vafli o}f the 'Itahaél,;rcpublicts did not extend beyond the Alps. In 'tg
ant; -however,-Genoa; Pisa and Venice maintained p rful fl
protect-their. colonies.as well as their trading int : The only cons
. - . . t - ) : -
gqtors: who ‘more: ‘or.‘l_ess'succe’ cceeded: in hozcl;d.iux;ge 1::ls::::sir Tol::nonvi}e’rgogg
talans, .?vho, atan early dite; had ado_pted Italian business methods

- ailed In the middle:of the fifieénth cent :

‘ + corthe fifteenth century, several Florenti me

, Ethbi[:]il iancesco Ruicellai @gd:a'thrardc?];ueri, wcretggil::;n?u’sif;;?ﬁ
L :r c uc éﬂgzzzgiti};ﬁzhad&iis‘?fugglﬁ against overwhelming oddsand
barelysuc o angoutaliving ;the Italian colonyin Liibeck fijle
to:grow. Probably Italian business methods alth Superion, affod
nd’:advantags*in‘-.the:Balﬁc redion: wheara _Q_ughsup erior, aEQrded
no-advani the: egion, where they did not fitin with lo;

. a;fl_:gmse‘Morggx{es;atthznsmﬁdLea ue, one may-be ; WI 0C31
alert and stood reag_:iyf‘to‘.défqp&i_tgméngép;ly lf;n eznoiilgnz?sc?llil t'tclﬁ
mﬁ agahmst-;g:i}Ic;el:lousmaozchmént- ARt S
¢ woughout: theilater: Middle : Ages;-the Hanseatic citiec o,

| lginntclllanchzogll,ubeck, controlled the:Baltic trade asthc;tac.llfazss’dlclanricnails

: -in:the: Meditérranean; AnySmnquvmn compcﬁtion's-’had-'-ldng-::Beén







44 TECHNICAL INNOVATION

crushed, and most cities,: including Stockholm, were German settle-
ments. Business methods in the Baltic were relatively backward as com-
pared with those of the Italians, but they met the needs of a different en-
vironment where operations. were on a smaller scale, where commodi-
ties were not high-priced and where merchants stll needed to travel a
great deal more than did the heads of Florentine banking-houses. - .
Itis now an accepted view that the Black Death (1348) marked the end
of a long period of demographic and economic expansion and the-be-
ginning of a-downward secular trend characterized by the. closing of
markets, the recurrence of wars and epidemics and the contraction of the
volume of trade. Without challenging this view, it may be pointed out
that no such setback is noticeable with. respect to the improvement of
business techniques. On the contrary, the fouiteenth céntury, especially,
is one of continuous progress, innovation and experimentation. The
draft form of the bill of exchange, for example, although known before
1350, did not comeinto general use untl after that date. The same applies
to marine insurance.' Mercantile book-keeping; too, did not reach full
maturity until 1400, as is clear if we compare, for example; the:account-
books of the Peruzzi company (failed in 1343)- with those of Francesco
Datini(1410).* Anotherinnovation introduced after 1375 is the combina-
tion of partnerships similar to the modern holding company. The best
example of thiss the Medici banking-house founded in 1397. It is true
that the foundations of all these new commercial institufions were laid in

the twelfth and thirteenth centuries. Nevertheléss, theydid not fully de-

velop until later. Perhapsit could be argued that the sectlar decline which
set in :with the Black Death, by sharpening competition and reducing ~

profit-margins, spurred the merchants to improve:methods, increase
efficiency and reduce costs, with the result that only the fittest-were able

to survive§2=Pcrhaps it is significant that.no firm;:not even the-Medici ~ -

bank, ever attained the size of the famous Peruzzi'and Bardi companies,
" which bothi failed shortly before the Black Death. - i "

In one respect, medieval trade differed totally from modern trade. To-
day most goods are sold before they are shipped. This is-especially true of
heavy equipment and machinery. Medieval trade, however, with few
exceptions nvolved venturing. An assortment of goods was shipped to.a
distant place/in the expectation that it would be sold at a remunerative
price anid-that the meichant would he able to:make his returns in:other
commoditiés demanded .at home. The same principle-applies:to. the
earlier.as:well asto the later period. It réally-does not make much:differ-
ence whether goods are entrusted toatravelling merchant or.sent on:con-
signment to-a:correspondent vitho has the biitden of finding-a'market for

them. Eithratisiction; therefore,:involved a:speculative elementiand,
i1:/Fora:biographical sketch, see CambsEsbns Hik. 17337 £+ 513 %Tbidr316 andizzs.
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in a certain Wway, was an adventure, It is with good. ! '
Rortt;-.rtsl of English cloth. called themselves thegl\’ferclilﬁstnxsvz;t?;rex-
;311::; :n :.y:‘:}ught clﬁth in the hope of finding customers at the m’artsc l;sf"
> oant. As late as the sixteenth and seventeenth centuries m ili
wilters insist on this venturing aspect of foreign 'trade, all:ho;‘l:latslglnlxs .
ﬁg; outt thtﬁt the Merchl;mt Adventurers do not run great risks, that thee
ceto the marts in the Low Countries is short, and that their rea.1.. :
well established. N evertheless, it sometim ene e trade i
stabli : es happened tha : i
ﬁfpcmd big sales, but that the continental buygli 'fa'?lcd tot :h ecfrn ng)l;‘h
- have mentioned that there are.eXceptions to venturing. Mog:}-)of th .
qgn:i:lrnb-laux.ury articles, such as tapestries, paintings and silks with zm
nqxoc:ls ¥: for;:iggi; which were f;;dc to order according to the -speciﬁc:-
ns of for customers. Thus the Medici branch jn By 1
tapestries of prescribed dimensions and op réquc’stzrécsubl{lecl;mgej o
Italian princes. L e e made for
Venturing also affected the way of thinking of medicyal merct.. ..
. ] y of thinking of medi
}larg%ly explains the prevalence of venture aéfounti:g. X:larll'leesifll:,a:ztsv .
:h:smm?tf];toczdl ;:ustom to .(ipeq ?l'cscparatc account for each shipment. Ba;
Ly aeEand, It was possible to determine which ventures vield
and whichi resulted in a loss. Undoib dly, th vl mencrofi
kecaly intereunt oo & loss. Uk tedly, the medieval merchant was
cenly type of information; Moreover, in: i-
vide risks, medieval merchants resorted to an. infinit s o di-
ide risks ) s ) 0 an. infinite number of com-
Eﬁi@p;hagcié‘reﬁl?idy Izguapated in joint ventures ;1131 ottl:::ii::;—
2 ‘the Medicr of Bruges, in 1441, had for sale. di
Iots-zf pepper: one they were selling eforﬁcﬁ-_zws ;gflndtl,rsz f_int
Lo was lclﬁag:old In joint account with the Médici of Venice éxidathir;:;é()t
- simplyhandled on a commission basis for an outsider; This may be co’xiIf
In no-way limited to Florentine firms, The
tian: Agdrea ;B'arbarng; (1471:8J49)_ contain -
sort. It is safe to assert that this way of doing

bumn'l:;];m wias fairly general. :
he explanation lies, of course, in the desire to solif o edi
business was beset with all sorts of hazards. 1';160 Ijil;;ln:uk;;a:g tll:zefillc(: ?sl

;ﬁ;‘::omli.ncmOFthedemiEmbatgoesandarepnsa]swetean_ .
S Rource obuncertainty: fréquendy:led to $P°ﬂ3g&tbmnglrlack ,




46 COMMERCIAL RISKS

isi it risks created
olunder through lack of supervision. Credit ris
:ﬁiﬁ:rasz(tli:ls%:gble:m, becaguse recalcitrant debc;:;)rs. often took sdv&g;
v : : Slitics. and conflicting jurisdictions to evade
age of legal technicalitics.an ctin o waee ofch
. vions-or to delay the course of justice. Besides, ju
ohglslt%la:::%:riign. éaiZnants and lenient with Tocal flc_:btors,_—e_ven when
these v}eré'patcntl'y Jacking in good faith. Asa rule, t.rad_e pnvﬂcge}: c&n-
tained provisions promising promp;1 and mpargdal “ﬁsumizﬁtgé;e :d oc:;
ere’ ied out is another matter. Mv _ :
:ﬁ?;glg:iecalﬂxz}:ﬁ? tﬁe moment. Conditions :ined ﬁ"ontlh Qn[z]_?mu:lsg
<. Flemish courts, for example, enjoyec among the Wram
Zzg':icl))tl];c;epuctation for impartiality. As a matter of fact,-,the]}rugesf
échevinsor aldermen wentso far as to consultalien mcrc-han-us og gﬁm? :_
law or merchant custom, namely in difficult cases conceming of e
chzzlgg;mt thcse w&, the medieval merchant p??tccfed htfszllf :sn
various ‘ways, but chiefly {l.;y dwﬁdl:;% thet';ls:c tﬁ;ﬂ shanngéthc_ ex:;ggoﬁ 3&5 ih— -
Diversification-was; therefore, the raie 12 Z] . ecmhzcdm fon. As he
“sccount-books clearly show; merchants rarely speciaiizsc & O ~ fine of
usiness; the 1tin all kinds Jities and tried to take advant
business; they dealtin all kinds of commo : ke advan
‘all - hrtunities that might present themselves. Even'b
sgeofallprols QPPomt;;s/itgout'agshigbknowﬁ exception, the great

ing was DOt 2 open bined ional’ banking and forcign-trade.
ian: corpanies combined internation -and foreign trace.
ﬁgﬁl:r?g Esua]ly sold wholesale. Although: theydid not disdair ocea-

sionally to retail their wares, they were often barredfrom the retail trade -

i ing tsof rivileges gave
. lages of the local gilds. Infringementsof these privileges gave
ch;cig;ﬁ:gﬁsszonﬂim; 'Iﬁggt’ugés, ‘there were instances of ‘Lombards

being fined forsélling silk by the ell:In London, too, violation oftherule

. . e - o . Gd
whs a perennial source of gricvance, arous

mercers and other gilds; and made the Imhans unpopular m theaty - :_ "

IL The Travelling Trade before1300; = .~
anization of trade before the twelfth-century, not much,
an;cf)tfntgg (i’;’gﬁlﬁévf:;?gxmﬁozrces do notcontainamuch mfonm:?g?gff)xf
% particular a of economiclife; it o w0
M;ﬁzﬁrﬁﬁ f-:;se;;bad:no assigned:place n;-:thc;pattem@ﬁfjeudal
s‘d‘.ciety acaﬁdft;ileiridcﬁviﬁs;% under the mﬂuenceofchmchdoct?neywﬁ
Separaed with istrust s something tainted with the stigma-of vss'y of
wickednes Diﬂ:ﬂdt-the@anoﬁ'héw;&omuﬂyumes;z clates :

Jsteady.complaints from the
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impossible to avoid sin in the course of buying and selling?* Moreover,
trading was forbidden to clerics because being constantly on the road
was incompatible. with requirements of residence.? The implication is
clearly that merchants were always on themove. :

- In order to protect themselves against high risks, they formed bands
and ‘fraternities’ which, in northern Europe, were called merchant gilds.
Such a gild existed apparently in the tenth century among the merchants
of Tiel, a town near the mouth of the Rhine, at that time presumably a
Frisian settlement. The monk Alpert, who reports on their activities,
considers them as wicked and lawless men, and relates, what is more sig-
nificant for us, that they pooled their resources, shared their profits and
spent partof their gains in licentious feasts. Unfortunately, he does not go
| into more detail about the operation of this profit-sharing scheme.

- From the statutes of another gild, the frairie or brotherhood of Valen-
cennes, portions of which probably date back to the tenth century, we
also learn that the members did notstay at home but were constantly ex-
posed to perils ‘on sea, water, and land’. They probably travelled together
in.armed caravans, since. an.article of the statutes fines the member who
appears in the ranks without armour and bow. Once a-caravan has left
town, the statutes provide, no one is allowed to leave butall aretostay to-
gether and to give each other aid-and assistance in case of emergency. If
anyone dies on a journey, his companions are under-obligation to carry
the corpse for at least three nights.and-to bury it, if possible, according to
the:wishes of thé'decéased: -0 -~ oz . L

. An excellent picture of the venturesome ¢areer of a:merchant in those”
early daysis afforded by the life of St Godric of Finchale (10802-1170).3
He started:as a beachcomber, earning his first pennies by selling jetsam.

- With thismoney he set out as'a pedlar roaming the countryside and then
" going from:market to:market. Thus he met and: joined a company of
merchants and with. them: visited all the shores of the:North Séa. Using

" his earnings to.expand his business; he bought his own ship and became

-\ Decrelum Grafiani:-¢. Qitalitds hieri, Dist. 5, .3, Dé oenitentia. ‘This canion is 4t
epistle of Pope:Leo the Great (440-61)to the bishop of Nitbonne (. P..Manusi, Sacrorum
Conciliorum . . . eollectio, v [Florence;, 1761], col. 404). It is.quoted in all the earlier col-
lections of canons, including those of Dionysius Exiguus (sixth century); Regino, of
Priim (906-13), Butchard of Worms (r008-12),:and Ivo of Chartres ({1115), 25 well as
in dhe Polyéafpus of Cardinal Gregorius of S. Crisogono, compiled between 1ot duid
1126, Thtough thesé colleétions, the caridy Qualites Mcré found its way into thé De-

! hohdt:ffomﬂlqg‘étteﬁ,ghiﬂian&atﬁﬁtitﬁrasm@ily _

 aretum of Gratian; composed:about 1140 and destihed to become the standard compila=
. tionauntilthe publication of the new.code of Canon Law in1917.:: © croiiit. o
. anz den—Zrmmcher ingerechten. Pre

¥ See Camb, Fion: Hist, 1,239, The'story dbrie b :
dcmﬂe@l»suﬂy' - 18 seliat GF Walthde Vol “Bin ‘séefitirénder Kauknaiitf wn ¥160"
. Hansische Geschichtsblister, xvmm (1912), 239-48,\_ ' sl
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his own captain. Favoured by good luck, he prospered and acquired
shares in other vessels. At this point, he probably settled in a port and let
others do the travelling and expose their persons to the fortunes of the
sea. Late in life, he was touched by grace and gave up the pursuit of
wealth in order to become a saintly hermit whose vita a pious biographer
thought well worth telling for the edification of less devout men.

Details of business organization are not given, but we gather from the
story that the ownership of ships was divided into shares and that mer-
chants were often shipowners and navigators as well, a situation dupli-
cated in contemporary Mediterranean trade. In.order to succeed, a
travelling merchant had to possess a great deal of physical endurance and
be ready to face many hardships. Although conditions were primitive,
he needed more than brawn: moral stamina and some intellectual bag-
gage were indispensable prerequisites to success. A good idea of the
knowledgeand the character indispensable for a successful business career
is given in the King’s Mirror, a Scandinavian treatise on education, prob-
ably written in the early part of the thirteenth century. The date is rather
late, but the author’s bits of advice are so precious that they constitute a
vade mecum for any enterprising youth. :

The unknown author of the King’s Mirror starts out by stressing the
obvious fact that a merchant needs a good dose of bravery and must ex-
pect to encounter perils at sea and inheathen lands. While he should be
polite and agrecable, he should also be wary‘and not buy any goods with-
out first checking their quality and condition. When abroad, be should
live well and go-to the %est inns, but not indulge in extravagance. It is
also advisable to keep away from drink, harlots, brawls and dice: Aknow-
ledge of forcign languages, especially French and Latin, might be handy,
and he should not neglect the study of law and the observation of local
customs. Some notion of arithmieticiand astronomy the author of the
Kiig’s Mirror considérsas fundamental, sincé a merchant must know how
to figure and to read the: skies - when:navigating. It is desirable to sell
quickly, at reasonable prices, for a quick turnover is a stimulus to trade.
If the merchant owns.a ship, he should have it tarred every autumn, keep
the tackle and apparel well in order, sail in the spring, and be sure to re-
turn by the end of the summer. Shiares should be bought in good slnps
only orinnoneatall, If successful, he might invest his carningsin partner-
sh1ps, ‘but he shonld be extremely careful in selecting his associates. This
pohcy mllcvcntually enable himto. discontiriue his own journeys and

s vet of young rmien. As profitscontiniue
) u'smess It would be wiser

s _-'_unty for lmn,and hls
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Although safety along the roads greatly increased in the course of ti time,
the merchants from the Flemish towns, visiting the fairs of Champagne,
still used to travel together in armed caravans as late as the end of the
thirteenth century. The caravan would set out on a given date under the
command of a ‘mayor’, preceded by a standard-bearer, armed servants
and crossbowmen flanking the carts and wagons carrying the precious
cloth. In 1285, about twenty-five merchants of Douai journeying to-
gether had with them thirty-six attendants, all armed, in case of need. It
is true that such a military display had become more traditional than
necessary. Single merchants—or were they professional wagoners?—
were already going to the French fairs leading a train of four or five carts
with several servants to take care of the teams.

The organization of the fairs of Champagne is, however, a separate
subject. On the whole, the documentation regarding early medieval
trade in northern Europe is scanty and gives us only flceting glimpses
of the conduct of business. To gain more insight, we have to tum south,
to the magnificent series of the Genoese notaries which startsin 1156 with
the published cartulary of Giovanni Scriba or John the Scribe. Several
thousand contracts of later notaries have also been published, including
those of Oberto Scriba de Mercato (1186-90), Guglielmo Cassinese
{1190-2), Bonvillano (1198), Giovanni di Guiberto (1200~11), and Lan-
franco (1202-26). This unique source material is complemented by a
series of Venetian acts, which are less numerous but start even earlier; the
first date is 1021 and the last 1261. There ate also available the acts of
Pietro Scardon (1271) and Benvenuto di Brixano (1301—2), Venetian
notaries in Crete. Some studies based on this superabundant material
have already appeared, but much remains to be explored.

From these, Genoese and Venetian records, it appears that the two most
typical contracts in overseas trade were the commenda and the societas
maris—they were called collegantia in Venice, but the name has little, if
any, importance.* Both contracts were partnership agreements, con-
cluded not for a period of years, but for a single venture or voyage, usu-
ally a round trip to the Levant, Africa, Spain or even Provence. There
were also commenda contracts per terram, that is, relating to distant trade
overland, or even to local undcrtakmgs, but these were rclauvcly few. -

The commenda and. the societas maris both involved co-operation be-
tween a travelling partuer, called tractator or procertans, and an investing
partner who stayed on land and was called stans. In the case of the com-
menda the venture was financed entirely by the stans; the travelling part-
ner did not supply any capital, but he took the risk of embarking upon a
dangerous sea voyage and had to endure all the discomforts-that went
withit. As a reward for his labours and his: -hardships, he usualty recexved
’Onthcongmsof&cwmnmda see Cartib. Ecori. Hist. u, 267.. - -
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i in ho ran-only
_fourth of the profits; and the investing partner, W onk
Shni};iill:i)f T::mg his mc?ney,- received the remaining thr?e-foﬁhs. Thm
arrangement may seem unfair, but in t_he twelfth and thirteenth centur-
jes life was cheap and capital scarce.

In the societas maris, profits were shared equally by the two partners,

but the tractator supplied one-third of the capital and the stans, two-thirds.’

T contracts were the same, since in both cases, one-
%;ﬁlz%ﬁ;}?rgg; went to the tractator for his labour and thIec—fou'rths_
to the investors of capital. In the societas, h9wevcr, the tractz;ltoa receli;'ied
an additional fourth, or on: “half the p_roﬁts in a!l, becaus:h he t]i s(l;g{) e d
one-third of ‘the capital. The only difference is really that the Genoes

notaries called one contract a commenda and the other a societas maris. .

' : bout the

Ttalian scholars, there has rageda fiorce controvetsy about
1egiﬁ?§§acter of the commenda: some argue thatitisa kind 0{‘: loan ;t;ﬁ
others that it is a partnership, b:.{lt all tlllie glc(iit:al JhuiI;,S;Sg’ rc:cn;rex;stts a:sd vel

ns, rega : rshi _

as civilians, regard the commenda as a licit partne ip agreement and uo:
biect to the usury prohibition. The practical result was that te
i‘:;lf(l):ll:essl: E])?cthe commenda was never questioned by either jurists or

dle Ages, as everyone agrees, it was considered a

ians; in the Mid . < _
;};ict)}g%:ﬁ?;: -I\lﬁorcover, legal writers tend to exaggerate the importance

; ~oories and they tend to ,overl'oo!c the fact that,'in 'ccono'm'ics,_

;ﬁ:ﬁilf;s(]::;i?ga(;::mcms a)rrld. Joans are basically alternative and inter-

ble formsof investment: o c .

Ch'?nlierac aie ((;,iﬁcrcnt types of commenda. Tn s:;)cmc c?lses, ‘tltxe._tra{cit::g :;;

hi fit or deemed most pro
left free to make his returns as he saw fit ot o o e
“he was bound to bring back certam specified COI 3

::gifi g; caivnﬁtake_ to consider the stans asa sort of: slf:epx'ng partner, V'IV‘II:;

was ouly interested in getting a return on.a speculative investment. Thi

TP e ormeis
was certainly true of the numerous cases 1o which the investing partner

ere widows and orphans, priests and nuns,.publ?c' officials and notad];n;s,
- -thout business experience. However, there

artisans or other persons w1 busi : veve e
were other cases in which the stans wasan older mérchant whonio longe

il acti in busi d:some--
went overseas, but who was still actively engaged in business an

rimes undertook the sale of the goods brought back by his partner.lt also

happened that an experienced stans acted as adviser to relatives or.other

persons and helped them with their investment, Without more informa-
tion than contt : rous o
any dogmatic statements: real situations do-not always ﬁt,mf.o neat

sifications. o e e el
dalsn‘Geno'a; it was also common fora merchant startingrout on:a tripto
conclude anumber o

£ commenda and soaetasgcet'itra_g:tgv\‘nth, several per
sons in all walksoflife; In other iristances; hedealt with only asinglestans.

¢ : starting out
Examples of reciprocal commendae are not rare: 2 merchmt smung out

the abstracts of notarial contracts give, itis dangerous tomake.

PARTNERSHIPS AND PROFITS sI

for the Levant might entrust goods in commenda to another about to leave
for Champagne and vice versa. It even happened that a travelling mer-
chant concluded a commenda with another sailing on the same ship and
bound for the same destination. Usually travelling charges were deduct-
ed from gross profits and only net profits were distributed, but it also
occurred, especially in the case of a reciprocal commenda, that the contract
provided that no account should be taken of expenses. There are not,
consequently, two opposed or antagonistic groups of investing and
travelling partners, or of exploiters and exploited. In a great many cases,
the tractatores were ambitious young men who were willing to take
heavy risksin order to accumulate sufficient capital to join eventually the
i ranks of the stantes. :
How the commenda favoured the rise of capable young men is illus-
trated by the story of Ansaldo Baialardo.? When he started on his first
trip, in 1156, he was still a minor, since he had to be emancipated by his
father in order to enter into a commenda agreement with an important
merchant, Ingo da Volta. Apparently, Ansaldo received from the latter
an amount of £ 205 4s. 1d. Genoese currency, for a coastal voyage to
Provence, Montpellier or Catalonia. At the termination of this venture,
. profits amounting to 74 Genoese pounds were divided as usual: three-
fourths or [55 10s. to the stans (Ingo da Volta) and one-fourth or
/18 10s. to the tractator (Ansaldo Baialardo). This was a return of more
than 30% on invested capital. Such-a highly satisfactory result probably
induced Ingo da Volta to entrust another commenda to Ansaldo by rein-
vesting hisinitial capital plus the major part of the profitsor £254 14s, 1d.
Genoese in all. In addition, Ansaldo invested /£ 18 10s. Genoese, or the
earnings of his previous trip. This sum, however, remained outside the
commenda agreement and Ansaldo was consequently entitled to the full
profit on his own: investment.: This second voyage was exceptionally
profitable and yielded a total return of £244 15s. 11d. Genoese, of which
£17 9s.-11d. represented the earnings'made privately by Ansaldo. The
remainder, or- £227 6s. Genoese, was then divided according to cus-
tomary proportion: £ 170.9s. 6d. to the stans and /56 16s. 6d. to the
tractator. - . S S , .
Because Ansaldo managed his affairs so well, Ingo da Volta continued
to give him financial support; but this time for a. voyage to Syria, Pales-
~tine and Egypt. Since Ansaldo had now accumulated some capital, the
‘two parti¢s; on 3 August 1158, concluded a societas maris, in which Ingo
da Volta supplied £128. 17s: 4d,.and- Ansaldo half this. amount, or
i£,64:8s:-8d.. Genoese. Furthermore, Ingo da Volta put up an additional
/284 95.8d. Genoese under the terms of a commenda agreement which en-~
tled him, a5 visual; to three-fourths of the profit. The remaining fourth,
SR e WCEeCaimbo Econ Blist. w; 306, -
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i ino to Ansaldo personally, was to be assigned to the societas
::::?i%c;fgﬁﬁ E)f this arranl?gement, seven—eighths of the proﬁltcs1 of ft&hc
commenda went to Ingo da Volta and or'le one-eighth to z?lnsa. o. cé
cording to these data, the total i'nvcsted'm the venture, both societas ags
commenda combined, amounted approximately to 478 Genoese pc;_unbl.
This third venture proved to be profitable, but not quite (510 pro: (;ta 3
as the second. The sale of the goods brought back by Ansfa} o pg) uceS
760 Genoese pounds, so that there was a total profit of 253 zh enoese
pounds. This amount was divided between the commenda and the soczleltas
maris in proportion to the capital invested in each, so that £168 :ivas allo-
cated to the first and £114 to the second. The partners received, conse-

quently, the following amounts:

Ingo da Volta
ngo% of the commenda profits 147 Genoese pounds
3 of the societas profits 57
204
Ansaldo Baialardo

} of the commenda profits 21
1 of the societas profits 57
. -

- ¢ three years, Ansaldo Baialardo, who had started \.m_th nothing,
]l:::zl:.‘::‘clu_mulatZd a capital of 142 Genoese pounds (£64, his %vegmeg,
plus £78, his profit on the last ver%ture). On the c_)ther hand, Ingo da
Volta had nearly trebled his capital in the same period. i
This unique information about the actual operation of twe —c;ntuty
partnerships is taken from data scribbled on three small scraps ?1 paltalelr
inserted in the cartulary of John the Scribe. They are regardeh as de
carliest examples of medieval mercantile accounting. 'Akho‘]:?[ fc_:ru t}f’
they prove that partnership arrangements made it mdlspexllsg g. or the
metchants to keep records, not only about accounts payable ag receiv-
able, but also about any elements that would enable them to determine
Pr(l)f if(:h}z:s.l)isa, Amalfi, Marseilles and the entire Mediterranean area,
the commenda and the societas maris, although known undgrhdlﬂ'eienz
names, wereno less popular thanin Genoa. Asa matter offact, the earlies
example of asocietas, ora collegantia, asit was calledin Venice, 11 a cgnﬁ:;t
dated August 1073, according to which a rdctator or procertans binds bum-
self to a stans named Sevasto Orefice to take his cargo on a voyage (it
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taxegio) to Thebes in Greece and there to make the best possible returns
(in quo melius potuero). Profits are to be divided equally between the
 partners, without fraud or evil intent. If the venture, because of disaster
at sea of enemy action, results in a total loss, neither partner will have any
claim on the other. If any of the invested capital is recovered, each will
participate in it in proportion to his investment. Consequently, it is
plain that profits were shared half and half, but that losses were borne
two-thirds by the stans and one-third by the procertans. '
One of the great advantages of the commenda and the societas maris was
that the investors assumed only limited lability: they could lose their

‘initial investment, but no more, whereas, in the case of the compagnia,

: or ordinary partnership, the partners were held liable to the extent of all

their property. Another advantage was that any investor could easily

! reduce risks by placing his money in several commendae instead of staking

it all on a single venture. Still another feature of the commenda and the
societas maris was that they lent themselves to any number of combina-
tions and were usually dissolved at the completion of each voyage. The
resulting flexibility explains why the two contracts in question were ad-
mirably suited to the conditions prevailing in the twelfth and thirteenth
centuries, especially in overseas trade. They persisted even in the later
period, and disappeared only gradually as tore elaborate forms of busi-
ness organization gained ground. The commenda is still discussed bylegal
writers as late as the seventeenth and eighteenth centuries, though this
may be an indication of conservatism on the part of the jurists rather than
of extensive use of the contract. . - :

. Next to the commenda and the societas maris, the sea loan was frequently
used to finance overseas ventures. It differed from a straight loan in that

repayment was contingent.upon safe arrival of a ship (sana eunte nave) or
- repay. 0 p

successful completion of a voyage. The risk of loss through the fortunes
of the sea or the action of men-of~war was thus shifted from the borrower
to the lender. Prior to the days of premium insurance, the sea loan per-
formed, to a certain extent, the same function of protecting the merchant
against loss through shipwreck or piracy. At any rate, in case of misfor-
tune, he was relieved from any further liability which might otherwise

. have thrown him into bankruptcy. The only trouble with the sea loan

was that, in order to get protection, the merchant had to borrow at high
rates whether or not he needed additional funds. In the twelfth century,

- charges of 40 or 50% were not uncommon for voyages from Italy or

Constantinople to Alexandria or Syria. Thus Romano Mairano, a Ve-
netian merchant residing. in Constantinople, borrowed, in 1167, 88
perpers and promised to repay 129 perpers, both principal and interest
(inter caput et prode), twenty days after the safe return of his ship from a
voyage to Egypt. This is an increase of mare than 45% which, of course,
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¢ pure interest only, but also includes a heavy premium
ggf :i?lg.tlgz:l:rr:::&lgss, such high ch:z;ges absorbed most of the merchant’s
tr%l/?lgatpji:glt{gﬁishcs the sea loan from the commenda is that the investor
assumes the sea risk (ad risicum et fortunam Dei, maris et genttury)},1 t})]ljlt d(t)ltltz
not enter into partnership with the borrower and share wit hmd he
business risk. If the ship or the cargo arrives fafely at destination, the de
is due in its entirety, regardless of tlile iiebtor ssuccess ot failure in eaming
ver the charges on the loan. : .
cn%‘;l%:}rlet:rzc;t least three c%iﬁ'crent types of sealoans. In English they beai.
different names, but not in French or Italian, which has b_ecin‘ a source 25
confusion. All three types appear in the Genoese notaria mstrul:?en
from an early date. The first is the ordinary sea loan or foenfts nauticutn,
which was unsecured save for a general lien on the debtor’s I;;OPCWY-
One example among many is a contract concluded on 5 September 115 (5)%
in which the debtors pledge all their property (bona pignori) 11; sccugzy of
2 sea loan at theate of 25% granted fora round-trip voyage r(f'._)m -nt1
to Tunis. This type may be older than the other two. It occurs rcque1t1h };
in the cartulary of John the Scribe, but it soon gives wlay to anotl c;l
variety called in England the respondentia. Upon sucha seaf oan, llir;napo-
and increment must be paid, even tbough the ship itsel pcfr.ls iz, pr -
vided the cargo be safe. An example isfound ina c.ontr;ct 1\(/)1 17 ugj;xz—
1190, enacted by the Genoese notary Oberto Scrﬂ?a de 1 ercatfq.;glo
cording to its provisions, 2 borrower who has reccived 2 loan o1 o
Genoese currency, obliges himself to repay 2 like am?l_mt plus o
measures of barley, if a certain vessel or the major part of its (fi?;go'rhc
maiori parte rerum navis) returns safely from.a voyage to Sardinia.

appearance of this new clause shows that the drafting of contracts was

gradually improved by inserting safeguards which Prevented'debtors
from seizing upon any pretext to evade their obligations. I » ein
The third type of sea loan s the bottomry loan. It is Fsuzf y-ma ;
order to equip aship or to pay for emergency repairsina orexgr(i po'rtiln
is secured by the hull, tackle and apparel. Sometimes the len et'lsb 50
givenalienon the freight at the termination of a voyage. In Genoa, tot}
tomry loans could also be secured by part of a ship, asin a cqntr:;:l hc;
6 April 1213, according to which a borrower offered as security s
property (omniabona mea), but especially four loca or shares in al cgmgatxﬁy
operating a vessel fully manned-and rigged. In addition, he 1} e gim e
expected income from freight which would beallotted to his four shares.
As usual, fulfilment of the contract depended upon the fottun}zlltc out-
come of a sea-voyage. Although the contract relates Qr}ly toas '(})]? }tlrlp
from Genoa to Sardinia and return, the rate was ;presumably as high as

30%, since thedebtor, who promised torepay £26, Genoese currency, .
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had apparently not received more than £20. The contract, itis true, does
not specify the amount actually borrowed, but the notary, in his register,
first wrote it down and then crossed it out, substituting the vague expres~
sion tantum de tuis denariis. Why? Perhaps because the borrower was a

cleric. Another and similar contract, bearing the same date, involving the -

same lender, and relating to the same ship, states openly how much was
borrowed by-a layman, owner of eighteen loca or shares, instead of four.
At any rate, our example proves first that ownership of shares in mer-
chant vessels was widely diffused and was not confined to classes closely
connected with shipping or mercantile interests. Second, it seems to indi-
cate that the sea loan was considered as a dubious contract even before the
promulgation of the decretal Naviganti.

Although the sea loan had been used since Antiquity, the Genoese no-
tarial records give the impression thatafter 12501t suddenly lost its popu-
larity in favour of another contract, the cambium maritimum. This decline
is undoubtedly due to the impact of the decretal Naviganti, by which
Pope Gregory IX, in 1236, formally condemned the sea loan and similar
contracts as usurious, even though the lender assumed a risk not present
in a straight loan.* It would certainly be a mistake to believe that the
usury prohibition had no repercussion on business practices. As a matter
of fact, it influenced greatly the development of banking because the
theologians, while frowning upon discount, did not object to cambium or
exchange. The decline of the sea loan is another instance of the same sort.
Since any form of loan aroused the suspicion of the ecclesiastical authori-
ties, the merchant found it preferable to shift from the sea loan to the
cambium maritimum. ' : :

The difference between these two contracts -was that the cambium
maritimum involved an advance of funds repayable in another, instead of
in the same, currency. In both cases, of course, the debtor was relieved
from any obligation if the ship or the goods failed to reach their destina-
tion. In the cambium maritimum, however, the lender’s gain, instead of be-
ing expressed in a percentage of the principal, was cleverly concealed in
the rate of exchange. Incontrovertible evidence is found in a contract,
dated 19 July 1157, and enacted by the Genoese notary, John the Scribe,
according to which a merchant going to Constantinople acknowledged
the receipt of £ 100, Genoese currency; and promised to repay the equi-
valent of this amount at the rate of three perpers per pound if a certain

- - vessel safely made port. However, should this repayment not take place
- in Constantinople, then the debtor was bound to pay in Genoa 300 per-
. - pers, at9s, 6d. Genoese for each perper, one month after the safe return of
. his ship from the Levant. In other words, the debtor, who had borrowed

100 Genoese pounds before saJ.hng for Constantinople, incurred the
1 Detretals, in X, ¥, 19, 19. The authenticity of Naviganti is beyond question. -
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igati o give his creditor either 300 perpers at destmatlgn or
?glf: ?g?. écn%lese upon completion of the round trip. To explain the
gist of the agreement in another way, the lender, who had lent 300 pez—
pers at 6s. 84. Genoese each, expected to be repaid at the rate of 9s. 6d.
Genoese and to gain the difference, viz. 2s. 10d. Genoese on each perpcg,
in case of successful completion of the voyage. The figures show a profit
of exactly 42* §%. This rate may seem high but, as stated before, it was
normal at that time for a long voyage to the Levant. On the much shorttﬁr
trip from Genoa to Sicily, a return of 25% was not exceptional. As ‘be
presence of this and similar contracts in the cartulary of John the Scribe
roves, the cambium maritimum was known long before the promulg_atxoﬁ
of the decretal Naviganti and, hence, was not invented because of it an
for the sole purpose of evading the ban against usury. dah
In the thirteenth century, agreements become more precise an izl a 9;:}—1
ate. In general, repayment is secured by pledging the goods bought wi
the proceeds of the loan and registering them under the creditor’s namﬂei
in the ship’s cartulary. Asa rule, contracts also stipulate that the Joan w
be repayable upon safe arrival of a certan ship or most of its cargob(scma
tamen eunte dicta nave vel maiore parte rerum). This clause offered better
protection to the creditor, since it occasionally happened that a slupfran
aground on entering a harbour, but that the cargo was salvaged b:h ore
the hull was broken up by the pounding waves. The loss of the ship, then,
could not be used by the owners of the cargo as a pretext to repudiate their
debts. After 1250, the Genoese notaries, when drafting contracts relating

to cambium maritimum, took the precaution of stating explicitly that the

agrecment was concluded nomine venditionis or nomine cambii, no dloubt
for fear that otherwise it might be invalidated in court as a usurious loan.

Besides the cambium maritimum, there existed also a contr;i(;: called
cambium quasi nauticum by modern jurists. For example, according to an

act of 17 December 1215, a merchant borrowed in Genoa an unspecified
sum in local currency and pledged as security certain goods which he wlzs
sending to Champagne. Repayment in money of Provins was to tahe
place at the forthcoming fair of Lagny, with the restriction thgt tbe
goods travelled at the creditor’s risk. In other words, the d.cbt woulc% e
cancelled if they were stolen or, for some other reason, failed to arrive.
Perhaps fulfilment of the contract was made dependent upon this C.(}))tll—
tingency ‘because the goods were entrusted to a third party—possibly
chosen by the creditor—instead of being accompanied by their owner as
s usually the case. )
wal’remiurzrl insurance did not develop prior to 1300, but -n}crchants in
the thirteenth century were searching for 2 solution of the risk problené
and were experimenting with different types of contracts that woul

offer protection. The role of the sca loan has alteady been mentioned in
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this connection. Another type of contract was the so-called insurance
loan by which a shipowner made an advance to a shipper with the under-
standing that it was due, together with freight charges, only upon arrival
of the shipment at destination. Complete coverage was not achieved,
since such advances rarely exceeded 25 or 30% of the cargo’s value.
The earliest known examples of insurance loans date from 1287 and
are found in deeds drafted by a notary in Palermo. Later, this form of con-
tract is also encountered in Pisa (1317). Its rather late appearance may be
explained by the fact that insurance loans were usually granted to mer-
chants remaining ashore instead of travelling aboard the same ship with
their merchandise, as bad been the common practice hitherto.
Fictitious sales were also used for shifting risks. An example is afforded
by a curious and involved contract entered into by Palacologus Zaccaria,
in his own name and that of his father, Benedetto, the famous Genoese
admiral, colonizer and owner of the alum minesat Phocea, near Smyrna.!
According to this contract, concluded on 29 October 1298, Palaeologus
sold for £ 3,000, Genoese currency, 650 cantars of alum, which he hadin
Aigues-Mortes ready to be shipped to Bruges in his own galley. The
seller, however, retained the option to repurchase this shipment in
Bruges for 3,360 li. tur., which he did not need to disburse but could
keep as aloan until the galley got back to Genoa, by offering as a guaran-
tee the return cargo bought with the proceeds from the alum. The sea
risk was assumed by the lénders who, upon safe arrival of the galley in
Genoa, were entitled to 13s. 5d. Genoése for every sou toumnois or 3,780
Genoese pounds. However, a modifying clause limited the duration of
the contract to 1 November 1299, and released the lenders from any
further commitments after this date. In other words, the debt was due not
later than 1 November 1299, even if the galley were still under sail. To
put the matter more succinctly, Palacologus borrowed 3,000 Genoese
pounds and promised to repay £ 3,780 within a year, or sooner, upon the
safe return of his galley from a round trip to Bruges. The charges on the
loan were, consequently, 26%, which not only represent interest, but
include a premium for risk. If this figure is at all representative, the rate of
interest must have dropped considerably by the end of the thirteenth

century. .

This agreement is a curious mixture of two different contracts. Why
did Palacologus Zaccaria, in order to raise money, resort first to a fic-
titious sale and then to a cambium maritimum? It looks as if he sought to
protect himself not only-against.the perils of the sea but also against a
drop in the price of alum. The clumsiness of the methods used to achieve
this purpose is due in part to the rigidity of the formulas used by the
notariesand in parttothenecessity of citcumventing the usury prohibition
' L Cf. Camb. Econ: Hist. 1, 336. o '
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by adopting 2 legal form acceptable to the theologians. The medieval
mind was legalistic, and the Doctors—theologians as well as canonists
and civilians—accorded an exaggerated importance to the legal mould
in which contracts were cast. ' ' ,

In order to divide risks—always the same problem—the ownership of
ships was commonly divided into shares called partes or loca navis in
Genoa and carati ot sortes in Venice. It even bappened that vessels were
owned by one group and operated by another. Membership in one, how-
ever, was compatible with membership in the other. There has been a
great deal of discussion about the meaning of the expression loca navis,
Dut it seems that it referred to shares in a company operating rather
owning a ship. According to a plausible hypothesis, a locus represented 2
certain capacity and, hence, the number of loca bore some relation to the
tonnage ofa vessel and the size of its crew. Documentary evidence shows
that, in certain cases at least, there were as many shares as there were
mariners. Apparently, ships could be operated jointly by the entire
group of ownersor of charterers, or separately by each of the shareholders.
To the first case, a manager acting for the whole group would be in
charge of hiring a crew and of finding a cargo and would be responsible
for operating thé ship in the common interest of all concerned. In the
latter case, each owner of a share or locus had to serve as a mariner him-
self or else hire someone at his own expense to take his place. On the
other hand, be could dispose frecly of his allotment of cargo space, either
by loading it himselfor by letting it toa merchant, Of course, some com-

mon expenses were unavoidable. For one thing, the operators had to

select a master to command the ship and bad to pay his wages from the
common purse. Neither statutes nor notarial contracts throw much light
on the inner structure of medieval shipping. Moreover, historians up to

now have been more interested in legal than in business procedure. If

only some ship’s-accounts, Were available, their study would quickly
solveall the puzzling problems which have stirred up so much discussion.
At any rate, the system of loca ot shares, so pervasive in Mediterranean
shipping, made it possible to experiment with the management of joint
business ventures, at first on 2 small, and lateron a larger, scale, This ex-
perimentation has an important bearing on future economic develop-
ment. Did not the first joint stock companies arise in OVerseas trade?Itis
true that they were set up by the Dutch and the English, but their pro-
poters were certainly familiar with Italian precedents in the financing
and management of collective colonial enterprises, such as the maone of
Chios and Ceuta. Was not a Genoese Pallavicini among the shareholders
of the Virginia.Company; and did not Thomas Mun reside for many
cars inLeghorn and Pisa before he returned to London and became one

of the first directors of the East India Company? Moreover, let us not .
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was not yet born; the aim of commercial policy was to get preferential
treatment and to strive for control of the carrying trade.
With this purpose in mind, the Italian maritime cities, especially
Genoa, Pisa and Venice, put their sea-power at the disposal of the cru~
saders; in exchange for this aid, they secured valuable trading privileges
and obtained permission to establish ‘colonies’ in the ports of Palestine
and Syria. In some cases, the grants included only a few houses or a street
(ruga), but sometimes they extended to an entire quarter of a town. Like
the concessions in the Orient and the capitulations in the Ottoman Em~
pire of more recent days, the Italian colonies in the Levant enjoyed extra-
territorial rights. They were administered by officials sent by the mother
city, called at first viscounts and later consuls, whose functions were,
of course, much more extensive than those of consular officers today. The
medieval colonial consuls were invested with: both administrative and
judicial powers and had the right to decide any disputes involving only
their own countrymen. In certain cases, they even had criminal jurisdic-
tion and authority over life and limb. As a rule, the agreements entrusted
the consuls with the custody of any property left by deceased nationals.
Grants usually allowed a colony the right to have landing place, mill,
bakery, warehouse, baths and church of its own. Besides a floating popu-~
lation of travelling merchants, the Italian colonies had a core of perman-
ent residents made up of officials, artisans, brokers, shopkeepers, and local
tradesmen. Not all the settlers were Latins: the security enjoyed in the
foreign concessions also attracted Levantine Jews, Greeks and Syrians.

In Moslem lands, for example in Tunis or Alexandria, conditions were
different and less favourable. The concession usually reduced itself to a
compound or walled enclosure, called fondaco in Italian and funduk in
Arabic. It ordinarily contained lodging quarters, a warehouse, a bake-
oven, a bath-house, a chapel, and a. graveyard, The gates were closed
each evening, and residents were locked in for the night. These precau-
tions were no doubt vexatious but they afforded some protection in a
hostile environment where religious fanaticism could touch off a riot at
any time. In Tunis, customs duties were catefully régulated by treaty.
Dealings with native merchants could take place either within or without
the customs-house. In the first case, the administrators of the customs
assumed all responsibility for the execution of the deal. In Alexandria,
conditions were much the same. Genoese, Pisans, Venetians, Catalans,
Provencals, French and Ragusans had separate -establishments. As in
Tunis, the customs officers guaranteed payment for any sale concluded
through a dragoman or licensed broker. The treaties generally contained
detailed provisions concerning the rates of import duties and also stipu-
lated that.the consul could present any grievances directly to the sultan,

“either in writing or by word of mouth. To leave nothing to chance, it .
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was even agreed that the western consuls in Alexandria
ten audiences a year. The detailed provisions of the trea:ilzgtlil:gigftflr e
theimpression that business relations were carefully regulated in orﬁ oto
forestall as far as possible any causes of conflict or friction that mi htc ré .
rage the despotic Egyptian sultans and have dire consequences f%)t 11-
w;;tcrﬁxe_rs olx_l vls\r/ljll(zll(lill they could lay their hands. W
[the early Middle Ages, Amalfi and Venjce bj
nominally, to the Greek emperor and, hence, the mzzizzzbﬂmatfiast
these two Italian ports needed no special privileges to ply their t;gade in
Conistantmople or in any part of the Byzantine Empire. This advanta 11;
:\vle;s1 ost _after Venice, around 950, had gained its independence and aftir
' alfy, in 1076, had been conquered by Robert Guiscard, the Norm
king of Sicily. However, this ruler’s invasion of Albania caused the Gr a;
emperor, Alexius Comnenus, to seck the support of the Venetians ang :
:;S;Ef ;11 Ehelt fav01.1r thfsr: Golden Bull of 1082, by which they were grant;col
cte exemption from customs duties, or koypé issi
to have their own quarter and landing steps in g:pcl:;ivt’a?l%lgg niua:::o?
.1082 was renewed 1n 1147 and extended to the islands of Crete fn‘d Co
prus. The Pisans did not receive similar privileges until 1111, and t})x,—
Genoese until 1155; but the concessions which they wrun %ro l:he
Greek emperors were less favourable than those granted to i:hg Vcn?ti .
:nlld involved only a reduction of duties from 10 to 4% instead of coa;x;f
f,a i;'lels ei:;gt;ﬁn.dlln %,ny case, the et}];cessive privileges granted to the
_ 2 Y the Venetians, put them in a s iti i
tion and enabled them to capulrclt):he Greek carrs;x(:; %rzgzlafx’le;l ;)V: P?S{;
economically the Byzantine Empire.? Their overbearing attitudip otl
monopolistic practices were bound to create resentment at1111
Gr;(}elks and to invite 2 hostile reaction. Hon e
¢ emperors, too, realized the dangers resultine § : ic i
filtration and alien political interferencg. After 1 ?;17% ﬁiﬁluzf%ﬁgzznﬁ
ig)zagcllltllavlizr d:hja:;gi:i i‘rj)m ;n open—}tliiol(ir policy to one of xenophobia. To
: s a decree which required all permanent Venet;
residents to take an oath of allegiance and t eom, izems, o
Poupytaior, obviously a term borrglwcd from tl?e zz?ﬁtﬁeﬁeﬁs{ .
Oni2 Mgrc 1171, the emperor ordered the arrest of 2]l the Vene%iani?zi

(1204), ?11 Venetian protectorate. It ended in 1261, but the Greek restora-
tion res » ted only in replacing the Venetians by the Genoese, who now
* See Camb. Econ., Hist. 1, 99, 3II. a i
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also obtained complete exemption from customs duties. Soon the Greek
emperorsadopted the policy of pitting these two rivals against each other.
To no avail: it did not prevent them from reaching a modus vivendi at the
expense of the Greeks and from dividing the Aegean into spheres of in-
fluence. The Venetians kept Candia and Negropont; which they had pos-
sessed since 1204; but the Genoese Manucle and Benedetto Zaccaria
managed, in 1264, to acquire in fee the alum mines of Phocea and, in
1304, to take possession of Chios. In 1329 the Greeks regained control of
this island, but not for long. They lost it again in 1346, and this time irre-
trievably, to a fleet sent out by Genoa to reconquer its outposts in the
Aegean. With all its major resources and its'strategic points in foreign
hands, the Greek Empire was undoubtedly weakened to the extent that it
was unable to resist the Turkish onslaught. Itisnot surprising that Byzan-
tinm succumbed; rather it is a wonder that it lasted so long.

At first, all the Latin quarters in Constantinople were located in the
city itself along the shores of the Golden Horn, each with its own landing
steps. It was only in 1267 that Michael Palaeologus thought it advisable to
transfer the seat of the Genoese colony to Pera, or Galata, on the other
side of the Golden Horn. For one thing, this transfer eliminated the possi-
bility of riotous fights between Latins from neighbouring quarters.
Second, it put an end to the uncomfortable presence of a large body of
foreigners within the walls and in the immediate vicinity of the imperial

alace. : ‘ -

F After 1267, the Genoese colony was headed by an official called podestd;
the Venetian, by a bailus; and the Pisan, by a consul. These officials were
not elected by the local residents, but appointed by the home govern-
ments. Like the consuls in Syria and Palestine, they were at the same time

-governors, judges and diplomatic agents. It was their duty to iron outany _

difficulties that might arise between their nationals and the Greek auth-
orities. Their powers, however, did not extend to treaty making, and
any important negotiations were conducted by special diplomatic mis-
sions. The Genoese podestd held court in Pera and was assisted in his duties
by a staff of clerks, sergeants and notaries. According to the regulation of
1304, he was bound in cértain cases to consult either a large council of
twenty-four or a small council of six. It is even said that he could not dis-
miss a dragoman without their approval. One of the most important
branches of the administration was the officium mercantiae, or commercial
buareau, which had the difficult task of co-operating with the Greek cus-
toms in the detection of frauds. The purpose was to prevent goods from
being falsely entered as Genoese property in order to pass them duty free.
Metchants who defrauded. the customs in this way exposed themselves
to severe penalties inflicted by both the Greek and the Genoese authori-

ties. The jurisdiction of the podestd in Pera extended beyond the local

C y ; P >
01011 to aﬂ tlle GCHOCSC CStathhHlCntS m tlle .B zantine Enl re and

wa; rr;luch the same as that of the Genoese
erhaps a word needs to be said al, ) .
gk about the Genoese coloni i
o :ri::t?c? alxlld T:%na at the mouth of the Don. They Wer?ilhez och: f? o
of the Middle Ages, a trade in which the Christian ie:cﬁ;rtc
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any chances and to deal in an organized market, and that s exactly what
most of them did.

Unlike the other colonies or establishments, Constantinople was not
anoutposton the fringe of the Mediterranean basin, but a trading and dis-
tribution centre located at the most strategic point of the Greek Empire.
Instead of being just a port of call, it was a base of operations for many
Jtalian travelling merchants of the twelfth and thirteenth centuries. Since
the Greek carrying trade had fallen under their control, they had their
headquarters, not in Italy, but in Constantinople, and from there they
organized trips either inland (into the Balkans or Asia Minor) or over-
seas (to the Black Sea, the islands in the Aegean or even the northern
coast of Africa).

An excellent example is furnished by the career of Romano Mairano,
on whose ship, as we have seen, a number of Venetians made good their
escape when their colony, in 1171, was suddenly assaulted by the Greeks.
From 1155 to 1169, Mairano seemns to have resided continuously in Con-
stantinople, where he owned 2 house and from where at first he made
short trips to Smyrna and to the ports of Macedonia and Thessaly. As
these ventures were apparently successful, Mairano used his profits to de-
velop the scope of his business and, after 1162, to extend his travels to

Acre and Alexandria. The records show that, in 1167, he organized a
voyage from Constantinople to Citro (near Salonika) and Alexandria
with two ships of his own, sailing one himself as nauclerius or master and
encrusting the command of the other to a Venetian, Bartolomeo Zulian.
This venture was financed in part by cight sea loans amounting to nearly
900 perpers (July 1167). Judging by their names, the lenders, with one
exception, were Italians rather than Greeks. It also appears from the

records that at least four of them, who had advanced a total of 488 per-

pers, made the same voyage and were repaid principal and interest
(caput et prode) upon arrival in Alexandria (November 1167). The others
did not receive their due until February and March 1168, after successful
completion of the round trip. : '
Apparently, Mairano was 2 merchant as well as a shipowner and had
an interest in the cargo loaded on his two ships. While in Alexandria, he
entered into a collegantia contract with one Domenico Giacobbe, accord-
ing to which he invested two sortes, worth 18 perpers and 7 albos, of the
ship commanded by Bartolomeo Zulian, and his partner only one sors,
worth half this amount or 9 perpersand 3 5 albos. Domenico Giacobbe
wasapparently travelling on thesame ship, since he was expected to trade
with these three sorfes in Almiro (near Volo, Thessaly) and to render ac-
counts to Mairano fifteen days after its arrival in Constantinople. As
usual, profits were to be divided equally between the two partners, but

Josses were to be shared proportionately to investment. From the con~ .
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text it appears that the word sors refers to cargo or, more preci ‘
cargo stowed in a definite amount of ,space.gAccordjng tlz) tlclt: Zglr,vtic\)r;i;
records, R(_)mano Mairano was partial to the sea loan, but he did not re~
sort exclusively to this method of finance. Besides the collegantia, he also
used ]tahe cam.bium maritimum. In February 1167, for instance, he bt;rroWed
100 Byzantine perpers in Constanti i

Samcez; Perpersf; tr}; o tantinople and promised to repay 134

In 1169, after several years of absence, Romano Mairano r
Venice and took advantage of this opportunity to conclud: t:v?tlﬁdtliz
patn’arch of Grado an agreement by which he was to farm all the patri-
arch’s revenues in Constantinople for an annuity of £ 500, Veronese cur-
rency. The contract was to last six years, but was voided after 2 few
mgnths, since the Venetians, on 12 March 1171, were either massacred or
driven from Constantinople. As we have seen, Mairano managed to es-
c;;pc Wlﬁh his ship and even to save the lives of many of his countrymen.
blcowésf;filzses;?:é?sf heavﬂy and it took him years to recover from this
Baqk_ in Venice, Mairano did not lose heart, for he was soon busy

organizing new ventures. In 1173, he went on his own ship to Alex-
andria with a cargo of timber and brought back pepper and alum. At that
time, his principal financial backer was the son of the Venetian doge. In
1177, Mairano undertook the organization of a trip from Venice to Alex-
andria and thence to Bougie and Ceuta, but this venture proved a failure
and was not repeated. From 1179 onward, he resumed his voyages to
Syria, Palestine and Egypt. In 1184, he built 2 new ship. During this
period, he raised needed capital by means of anew type of contract which
nvolved an advance of funds in Venice and the delivery of so many can-
tars of alum or centers of pepper upon termination of a voyage to the
Levant. As usual, the goods travelled at the risk of the buyer. Although
the Venetians, after the events of 1171, had re-established commeréal re-

‘lations with the Byzantine Empire, Mairano did not reappear in Con-

stantinople undl 1189 or 1190 Not until then do we find sev. -
tracts which show him in Tyre (Syria) taking up money on thee:::rlecgfl'l a
trip to Abydos (Dardanelles) and Constantinople. Although by now
sixty years old, he wasstill commanding his own ship, but he was about
to retire from active leadership. After 1192, he apparently remained
ashore and placed his son Giovanni in command of his ventures. Ih Ma
1200 this son was still managing his father’s business affairs, since a con?’-
tract of this date mentions him as settling the accounts of a collegantia re-
lating to a trip from Venice to Alexandria. * - L
Romano Mairano was still alive in November 1201, but he sectns.to
have been living in straitened circumstances, since a cousin-had to lend
hm: £ 50, Venetian currency, pro amore?fwithout interest. Did his:luck
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run out at last? Did one of his ventures end in a disaster involving his son?
In any case, Romano Mairano must have died soon after 1201, without
heirs other than a daughter who was a nun. Her convent inherited all of
his property, including a bundle of business papers which tell the story of
s career. S IR
3
The twelfth and thirteenth centuries witnessed not only a great ex-
pansion of trade and industry, but also saw the development of banking.
It seems likely from a number of references that this development had its
roots in Byzantine and even in Roman and Greek precedents. The
trouble is that the incidental mentions give little indication as to the
nature of the banking business to which they refer. According to the
Book of the Prefect, which dates from the tenth century, bankers of Con-
stantinople were certainly engaged in money-changing; unfortunately,
the text alludes only vaguely to their other activities. * - :
The first documents to lift the veil are the Genoese notarial records of
the twelfth century. According to this source, the designation bancherius
was reserved exclusively for ‘money-changers—undoubtedly because
they conducted their business seated behind a table (tabula) or bank
(bancum). By 1200—as the Genoese notaries reveal—these so-called
bankers no longer confined themselves to money-changing, but had al-
ready invaded the field of banking proper.. They are shown forming
partnerships, accepting time and demand deposits, extending credit to
customers and even participating directly in business ventures beyond
the seas. The most useful details, however, are given in a series of sworn
statements collected in 1200 by the Genoese notary, Guglielmo Cassinese,
in-connection with a lawsuit. They prove first of all that it was common
among merchants to have bank accounts and to make payments by book
transfer rather than in specie. Not infrequently, the bankers granted cre-
dit to customers by allowing them to overdraw their accounts: Finally,
arrangements. between' banks ‘made it possible to transfer funds even
when the debtor and the creditor had accounts with different money-
changers. The éxact procedure followed in such settlements is not clear
from the records. Atany rate, cheques were notin use; but transfer orders
were given by word of mouth and written down by the banker under the
dictation of the customer, so to speak. The Bank of Venice remained

faithful to this way of doing business untilits dissolution on the eve of the

nineteenth century, and its regulations strictly forbade book-keepers
from entering any transfers in their journals unless the otder came from
thelips of the depositor or hislawful attorney.- - - .=~~~

" The notarial: records show that the :Genoese money-changers,  or

- Bankes, ‘o¢éasionally made advances against promises:payable ‘abroad;
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but this type of activity remained th, ion
_ . e exception rath
During the thx.rteenth century, not only in ngoa, but aiom:'

o 'gx:t 22?;;2; ;c;mbfz:utz czngract differed from the cambium maritirﬁum
Ot the debt was unconditional (salvos i
ceased to depend upon the safe arrival e tmajor gt
of a vessel or the major part of
;:acrogli Amc:ix;g many others, a good example of a cambium isJ fmﬁkhe(:i ltts
ntract, dated 26 March 12 53, according to which Roffredo Braman}—’

of a banking-house sellin; nay i ¢ equi
Graft oing-hous ineLon%l (v;\;]lfat may be considered thé equivalent of 4
Prior to 1200, we alread i v i
_ , dy meet in the Genoese notarial ‘un-
guqsum:{able examples of dry exchange, a spurious ekchan;ic?:gisul;it
esigned to conceal a Joan at interest, Thus, in a contract dated ¢ April

_ €aravan to the:said fair.! In the latter case, the four pounds in deniers of

Provins were to be converted into Genoese currency at the rate of 164,
.1 o ;. .o L - AT . )
' An English translation of ¢his contract is available ifi Robert §. Lopez nd Irvmg

W. Raymond (eds), Medieval Trade in the Meditériaitean World iviliza
g aymond (eds), Mediew, i the Meditertaneans World (Recotds of Civilizatior
Series, No. 52, New York: Columbia University Prg,pﬁ;gfli;?rdwfc ! ‘lt’mn'
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sou. In other words, the-amount due would be (s 6s. 8a’.}
gzgg:z. 1;: ];nay be taken for granted that, from the outset, the .contrzgtz‘
ing parties had every intention of taking advantage of th?- prowzcé‘jln Lo
repaying the loan in Genoa instead of in Champagne. Besides, sp guv%
risks were completely eliminated by determining m"adva.nce the .ratefo
exchange, so that the contractdreg:ces itself to a straight oan calling for
' nt of [ 5 6s. 8d. Genoese. S
thi)lenrialllg 2:Kznt:(}eljrteenll\’t:ilscentury, the fairs of Champagne were the great
international money market and clearing centre as well as the great mart
for commodities of all kinds. Exchange-rates were always quoted on
the basis of one sou or twelve deniers of Provins (which were the sami;s
the deniers tournois) and in a variable amount of foreign currency. '{‘h s
method of quotation was used both at the fairs and in Genoa orany o * er
Italian centre in regular relations with the Champagne fairs, just :}sl t(l)3 ay
the exchange is quoted both in London and on the continenton e(-1 asis
of the pound sterling. A rise of the rate was favourable to the fairs and un-

. favourable to the other places, and the opposite applied to a falling ex-~

change: In accordance with medieval practice, interest, as a rule, was in-
cluded in the price of foreign currency. e
. In comparisgn with the er%cl:tmous quantity of notarial recqrfls still ex-
tant in Genoa, the source material relating to the other Mediterranean
ports is much less abundant. In Venice, only a few hundred notarial con-
tracts seem to have escaped destruction, although ,the-oldms_t of them go
farther back than those of Genoa. For Marseilles, the surviving records

are not numerous; they include the register of the notary Giraud Amalric

i ' i ’ minent merchants,
1248) and a series of contracts relating to two pro merchar
gitiem)m Manduel and his son Jean, executed in 1264 for plotting against

the count of Provence. Other notarial contracts are extant for Amalfy, '

Barcelona, Caffa, Lucca; Palermo, Pera, Pisa; Ragusa and-"Zara.._ The
Pisan archives, one of the most important, remam.largely;unexplqrcd,
and the same applies to Barcelona. At any rate, the avall_a_ble"source
material shows plainly that business practices were nwlj. the same
out'the Mediterranean area. S o
thlgzg)lilteuthe fact that merchants had ceased long ago to be illiterate, Fhe
notary played a cardinal role; he was requested not only-to draw up
deeds and testaments, but also to prepare all types of business contracts.
His busiest days were on the appréach of sailing dates. Thus:the Mar-
seilles notary Giraud Amalric drafied no less than ﬁrfl;ye-se\_ren‘comv:ractf
‘onasingleday, 30 March 1248. Fifty of them were cortirenda agfeiemcngs :
thirty relating to the:vessel Saint-Esprit, bound for Syria, and eleven to
the Saint-Gilles, sailing for Sicily. There were also two societas contracts,
bothin connection with the impending departure of th . The

next day, 31 March; Amalric was a little less rush

1¢ DY .
ed; buthestill enacted
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forty contracts, including seventeen commendae for the Saint-Esprit,
which actually weighed anchor the next day, and ten for the Saint-Gilles,
which also was expected to leave port at any time, :
Although notarial fees were low, it was inconvenient and time-con-
suming to approach a notary for every business transaction of any im-
portance. This inconvenience was felt more and more as the volume of
business grew, and as the ius mercatorum gradually recognized the validity
of informal instruments. Yet it is not easy to change accepted ways of
doing business, and the Mediterranean seaports, in particular, were con-
servative in their methiods. It was only gradually that the notary was dis-
pensed with save when his services were absolutely required to give legal
validity to a contract, as with powers of attorney or protests of bills of
exchange. In Genoa, even as late as the fifteenth century, insurance con-
tracts continued to require the intervention ofa notary, although it was
no longer the custom in Pisa and Florence, where the brokers made out
insurance policies and circulated them among prospective underwriters
until they had collected enough subscriptions to cover the risk. Genoa,
too, was much slower than Florence in replacing the notarial instrumen-
tum ex causa cambii by the informal bill of exchange.

Conditions in the twelfth and thirteenth centuries were such that the
merchant usually accompanied his own goods, whether on sea or on
land. In this respect, practice began to change around 12 50. N evertheless,
as late as 1287, a contract states explicitly that a merchant of Palermo,
who has received a.commenda invested in a cargo of salt pork, expects to
sell it in Genoa and, for this purpose, intends to go there in person (per-
sonaliter) and to travel on the same ship as the goods entrusted to his care.
In the case of sea Joans, it is by no means exceptional for the borrower to’
declare that heis ready to go (paratus est ire) on a certain trip and to repay
the loan if the ship'carrying him and his goods safely reaches port.

As a rule, each voyage was considered as a separate venture. Although
terminal partnerships extending over several years were not unknown,
such agreements were rare in overseas trade, but more frequent in local
retailing and manufacturing, Sometirmes one of the partners supplied all
the capital and the other only his labour, as in the case of a partnership,
concluded in Genoa on 6 July 1156, between an entrepreneur- named

Bernardo Porcello and 2 capitalist named Pevere Lanfranco, who in-
vested 50 Genoese pounds and, in addition, put at the other’s disposal a
place to carry on ﬂl;c business. According to the provisions of the con-
tract, the agreement was to last five years and profits were to be divided
in the proportion of one-third to the managing and two-thirds to the in-
vesting partner. Unfortunately; the contract does not disclose the nature
of the business.. . . ...~ .. _ :

- Similar provisions are also found in a,Venetian partnership contract of
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1160. According to its provisions, an investor, Pietro Memo, went into
partnership with Enrico Serzi and entrusted him with £ 300, Veronese
currency, to start a business. It was understood that profits would be
.divided equally and that the managing partner would use the investor’s
own premises as his base of operations and not do business outside Venice
except that he was allowed to visit the regional fairs of Ferrara.

‘Despite the prevalence of the commenda and the societas maris, terminal
partnerships also occurred in foreign trade and perhaps have been unduly
neglected by historians. There are quite a few examples among the sur-
viving Venetian contracts of the twelfth century. In one case, the partner-
ship was composed of an uncle and his nephew, the first residing in Con-
stantinople and the second in Thebes (Greece). They were to trade to-
gether by shipping goods to each other. All profits were to be shared
equally and the partnership was extensible from year to year by way of
tacit agreement. Apparently, it had lasted for some time until it was ter-

- minated abruptly in 1171 by the expulsion of the Venetians from Con-
- stantinople and the Byzantine Empire. Because of the losses suffered in
this catastrophe, a final settlement between the two partners was still
pending in 1179. ’ » o
After 1300, terminal partnerships became more and more cominon,
even in the seaports. This does not mean that temporary arrangements
disappeared entirely. Since they fitted in so well with the venturesome
character of medieval trade, they continued to prosper, but within a
framework of more permanent and steady relationships. .

1L Italian Hegemony in the Fourteenth and Fifteenth
Centuries S -

In establishing continuous business connections, the inland cities
(Piacenza, Lucca, Siena and, later, Florence) rather than the coastal cities
(Genoa, Pisa and Venice) took the lead. This development started eatly in
the thirteenth century, when the Placentine and Sienese companies, in-
stead of having roving representatives, began to maintain more or less
permanent factors in Genoa, Marseilles, Bruges; Paris and even in dis-
tant England. Thus Roffredo Bramanzoni, already mentioned in con-
nection with the sale of a draft on London, seems to have resided in
Genoa around 1250 as the agent of the powerful Bonsignori company, in
which he was also one of the partners. Whenever he assumes any: obliga-
tion; he carefully states that he contracts in his own riame and in those of
his partners (nomine meo et sociorum meorum). The company was already
emerging as a separate legal entity. But the Sienese company of the Bon-
signori was not the only one to have residerit répresentatives; the Placén-
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tine bankers were following th ic
: g the same policy and th i
veal that their agents dealt actively in Exclf:z’n:; witilzﬁfaafgﬁsrzi%ﬂsa;e:

sp;lelad riiks over a larger area,
England, the presence of Italians representi i »

; esenting b - i
rcs;flccild a;zs iarlgf asulvzz:}.1 Although law gnd custc?m ﬁljurll%tl:}lfsvs :Slirecxz
© dwell in the realm, the Sienese and the Fl i
from Henry III permission to s years at 5 e Mecered

m Her ' : tay for three years at a time. M '
.PTS 11(1:1 his Chronicle (123 5-59) isshocked by the thought th;:: the at:giegv
in 0111 on like respectable citizens, Being ‘Cahorsins’ and manifes}l]: us -
ers, they ought to be expelled, but far from it, they enjoy instead the 'p;];: :

- . ruption, save for occasional tripstoItaly. :

By the close of the thirteenth cent i b
) 5¢ 0, 1 century, the Italian mercantil -
Ing companies, instead of sending special delegates to e;:a}?ofetﬁg %3[]’13:;111(-
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i i fo degli Arcelli (Gandoufle
hest quota of all was paid by Gandol gli £
lc]ll’iriseﬂgsl)l?represcnting the Burrini c:onll?papy- ofh Plzicer;zg,f ;)v]?i(ljipmt;};
li been the richest man in Paris in the tim
;:Iry ’lIl‘]}(zil}]f.};;:lfa.rg: I::s a group paid more tha.ri_ :}?% (;fl the tott)al ta?;;;l-
. i than 1%, of the total number of tax-
though they were only 2 little more : ober of tax-
ntly, their average quota was ten times as hig hat
g?ﬁ?ﬁ&?&iﬁ;ess& of Paris. Among the latter, only a handful of tr}ich
money-changers and drapiers, or clothiers, paid a larger assessment than
i anies. ) )
thi\ssnfl'gil eGraInt::ilﬁ?ngggllfi) Arcelli, there is no doubt. tha_t he resided habitu-
ally in Paris where he died in 1300 and was buried in the _ch_urih of St
Meri Apparently he was, or became, thi pnn((ilpal Parflmeé (llfe t me1 (]13:}1;-
ini co i ivi not only tra —
rini company of Piacenza. Its activity em .ra_c:il ot only trade and ex-
change, butalso money-lending to persons in P g
ds and prelates to a poor shepher.d. True to form, .
;J?}iigrin 1?11: WI;]rl for the restitution of his usurious gains. Endowed with
unusual business ability, he proved to be irreplaceable, and his company
i idly after his death. . o -
de’?[‘ljilr;cgaz:l)tilaz ﬁy ?3 0o the Italian mercantile and banking companies
maintained branch offices in Paris, Bruges and London is symptomagc
of a new trend which was bound to spell the doom of the caravan tra ?
revolving around the fairs of Champagne. Because of the nearness l(1)
Paris, fairs could easily be visited by the partners or factors residing in ¢ tﬁ
French capital, and there was no longer any need to send someone 1Imd
the regular caravans. Moreover, now that the roads were better policed,
it ceased to be necessary for the merchants or their servants to accompan);.
their own goods, which could henceforth be entrusted to companies o
vetturali, or wagoners, as they were called, even if they did not use wagons

but actually drove trains of pack animals. About their role in medieval -

trade little is known, but occasional glimpses in stray documepts leaveno
its i ce. . S

dozztifllt);}iltolzluf{;g:mn of Tuscan vetturali is already mentioned in a
Pisan document of 1219. There isalso a contract of 1200 between a _c_al.;
rier and several Placentine merchants concerning the safe}tranﬁpom?oto
of persons and goods from Genoa to Bobbio, a §mall townon the bmt:;, e o
Piacenza. These documents show that vetturali were operating betwe n
Italian cities, but not that they were engaged in the long-distance or-,!:ra.‘t:lhse
alpine carriage of goods. In this connection, they do Itllgt apl[:ear mThjs
notarial records of Genoa and Marseilles until 1250 or thereabouts. s
was not a very recent development, however, since thc# services we:
already used extensively by Italian and other merchants. . .

‘In Marseilles, most of the wagoners hailed from Dauphiné and carried

goods by pack animals or carts to and from the fairs of Champagne. Ina ,

PROGRESS IN BUSINESS MANAGEMENT

typical contract, dated 12 July 1248, a wagoner (vetturarius)
ledges that he has received two bales of pepper from Rinaldo Braccia-
forte and Ranicro Malano, merchants of Piacenza, and undertakes to de-
liver them to partners in Troyes for the price of /7, currency of Vienne.
Itis further agreed that the said bales will be carried thither by pack ani-
mals (and not on carts) and that the wagoner will take good ¢are of the
goods as carriers are wont to do for merchants (et omnia vobis attendere et
complere que vetturarii tenentur mercatoribus attendere et complere). In another

contract of the same year, a Wagoner promises not to untie and open any

balés save in an emergency. Similar provisions are found in the Genoese
contracts. Sometimesit was explicitly stipulated whether the goods were
to be sent to Champagne by way of Provence or through the valley of
Maurienne (per caminum seu stratam Moriene), that is, over the Mont Cenis
pass. Carriers were also operating trains of pack mules between Genog
and Rome and between Genoa and Florence. Among their best custom..
ers were the Placentine and Sienese merchant-bankers. One of them,
Giovanni Pagano, called in 2 notary, the Placentine consul and several
merchants to witness the fact that two bales of cloth brought by carrier
from France did not contain the requisite number of pieces. These de-

tails, however, are adduced only as evidence. The important point to
stress here is that the use of Wwagoners i

from the need of organizing transport.
attention to other tasks. _ ) .
There s still another factor which favoured the rise of the Italian com-
panies with branches abroad: the steady progress in business manage-
ment. This is often overlooked, but is not therefore of lesser importance.
Merchants had to learn how to do business by correspondence rather
than by personal contact. As paper work increased, it tied them more and .
more to the counting-house. This development is very difficult to trace,
but business letters give some indication. A few—very few—from the

ments of wool and cloth, and go-on to discuss the prospects of an abund-
ant spring clip in England and Scotland. Afrer that comes a long para-
graph concerning the promotion of a suit or petition which the Cister-
cian monastery of Kirkstead (Lincolnshire) wanted to introduce in the
Court of Rome. The letter ends b ‘giving instructions regarding the pay-
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more or less, was followed in commercial correspondence throughout
the fourteenth and fifteenth centuries. , ' .
“Another clue to the advance in business management 1s furmshed by
the high level of technical efficiency achieved in book-keeping. Surviv-
ing fragments of account-books show tha}t, by 1300, considerable proc-1
gress had been made in agency accounting. Merchants kept detaile
records not only of amounts owing and owed, but also.of cash transac-
tions and operating results. Judging from the extant fragments, the re-
cords of the great mercantile and banking companies were certainly
adequate to permit an orderly conduct of business. .

By eliminating a good deal of wasteful travelling, the new orgramn;nz;—
tion introduced by the Placentine and Tuscan companies was certainly
more efficient than the old. It permitted the merchant to conduct his
business from his desk without leaving the counting-house. Representa-
tion in foreign parts was provided by partners, factors (employees) or
simple correspondents. This novel method of doing business gave rise }tlo
a new type of merchant whom Professor N. S. B. Gras has called ‘¢ ef
sedentary merchant’; and it was especially well adapted to the needs -qd
overland trade as population in western Europe grew, marke.tgexpande
and security increased. No wonder that the Plgcentx_ne and Slenesc.co.m}-1
panies reaped great. benefits from their innovation; they ‘werlnll-mg :
dominated the trade across the Alps—at least the Genoese ‘tecords o
the thirteenth century definitely give this impression. Superior business
organization may well explain why a city like Siena, with an unfavour-
able geographic location, succeeded for more than half a century mn
playing a major roleasa commercial and banking centre.. o

The change from the old to the new system was certainly very gradual.

n the overseas trade, where risks were greater, the old system of tempor-
ary partnerships lingered on. It had not entirely disappeared by 1600, and
the first joint-stock companies in the colonial trade were formed for a
single venture and dissolved after its completion. Even today, something
of the old system remains: in shipping, the voyage account is still glc
basic unit for profit or loss computations. But evenn the overland trade,
the new form of business organization, despite its advantages, did nﬁ(ﬁ
easily gain the upper hand. In 1306, the Alberti company of Florence s d
had several factors who were travelling back and forth between Italyan
Champagne to fetch Flemish cloth. When the books were cl(_)s§:c1' on
1 January 1307, three of them, itis stated, were onithe road (sul kammmo) ,
bringing cloth to Florence. Later on, it seems that thecompany no longer
sent factors to the fairs, but had permanent representatives 1 Flanders
and Brabant. The trend of the times was too powerful to resist; one had
to follow it orlose the race to mote adaptable competitors. .- -/

" Forlack-of documents, not much is known about the internal organi-
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zation and the financial structure of the great Placentine and Sienese com-
panies of the thirteenth century. These companies were, of course, part-
nerships, but the word ‘company’ is correctly applied to them, since it
is constantly used in contemporary sources and business documents.
Originally, the companies were family partnerships. Even after admit-
ting outsiders as partners, the nucleus was still formed by the founding
family, which, without exception, gave its name to the company. Thus
the Sienese company of the Bonsignori, which failed in 1298, had twenty-
three partners, four of whom were sons of the founder, Orlando Bon-
signori, one a nephew of Orlando and eighteen outsiders. The outsiders
usually accepted the leadership of the family group, but in this case dis-
agreement among the partners about policy seems to have been a major
factor in bringing about the downfall of the entire concern. Although the
matter has been debated, it seems that partners, in the thirteenth century,
assumed joint and unlimited liability. It was not until 1408 that a Floren-
tine statute allowed the creation of societd in accomandita, or limited part-
‘nerships, in which dormant partners were liable only to the extent of
their investment. :

- Since the Italian mercantile and banking companies had branches or
correspondents in all the principal centres of western Europe, their names
occur frequently in English as well as continental sources. It may, there-
fore, be useful to include a reference list, however incomplete, of the
major companies and merchant dynasties active in the later Middle Ages:

astr: Alfier, Asinari, da Saliceto, Garetti, Leopardi, Malabaila, Pelleta,
Roveri, Scarampi, Solari, Toma. . . ‘ o

FLORENCE: Acciaiuoli, Alberti, Albizzi, Altoviti, Antella, Ardinghelli,
Bardi, Baroncelli, Bondelmonti, Cambi, Canigiani, Capponi, Cavalcanti,
Cetchi, Da Rabatta, Del Benie, Falconieri, Francesi, Frescobaldi, Gianfigliazzi,
Guadagni, Gualterotti (Bardi), Guicciardini, Mannini, Mazzi, Medici, Orlan-
dini, Pazzi, Peruzz, Pigli; Portinari, Pulci, Rimbertini, Rucellai, Scali, Spini,
Strozzi, Tornabuoni (Tornaquinci). ’

GeNoA: Adorno, Balbi, Calvi, Cattaneo, Centurioni, Dalla Volta, Di Negro,
Doria, Embriaci, Fieschi, Gentili, Giustiniani, Grillo, Grimaldi, Imperiali,
Lercari, Lomellini, Mallone, Malocelli, Pallavicini, Pessagno, Piccamiglio,
Spinola, Squarzafico, Usodimare, Vento, Zaccaria. '

LUCCA: Arnolfini, Balbani, Barca, Bonvisi, Burlamacchi, Calcinelli, Cena-
mi, Dal Portico, Forteguerra, Guidiccioni, Guinigi, Interminelli, Moriconi,
Onesti, Rapondi, Ricciardi, Schiatta, Spada, Spiafame, Trenta, Vinciguerra.

- MILAN: Amiconi, Borromei, Castagniuoli, Da Casale, Da Fagtiano, Del
‘Maino, Della Cavalleria, Dugnano, Serrainierio, Vitelli. S

PIACENZA:" Andito, ‘Anguissola, Arcelli, -Bagar6tt, Baiamonte, Braccia-
forte, Burrini, Capponi, Cavessoli, Guadagnabene; Leccacorvo, Negroboni, -
Pagano, Quattrocchi, Rustigaccio, Scotti; Speroni. T

pisA: Agliata; Ajutamicristo, Assopardi; Baccone, Buonconti, Buzzacarini
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- - - E] ) A Del
i i Cinquina, Del Bagno, Dell Agneﬂp, Delle B;gche, e
(l\sllli?c:,ngll)l’ogii“ll:zlt:gnc, élaetani, Garpbacorta, Gatti, Griffi, Gua]an a di, Laggg,
-Lan'franchi Martelli, Murcii, Orlandi, Papa, Pcdon.c, Roncioni, Sampantl,
Scacieri Sciancati,. Sciorta, Seccamerenda, Sismondi, Vernagallo.! .
‘ .PIST.O;..AV' Amma.t,mziti, Cancellari, Chiarenti, Dondor, Fortebraccio, Pancia-

tichi, Partini, Six_niFgli;_mti. i Masco) ‘

praTO: Datini (Francesco - o _ '

];;;:::: Bo?nsign(ori, Cacciaconti, Fini, Folcacchieri, Gallerani, Maffei, Mala-

volti, Marescotti, Piccolomini, Salimbene, Sansedoni, Scotti, Squarcialupi,
omei, Ugolini, Vincenti. ' L -
T(giﬁgz’ :%%ZLH;: Xﬁgcc:,lBaIbarigo, Bembo, B_ragadin, C;apellc?, C‘omal"l:ﬁ,
Dandolo; Garzoni, Lippomani, Loredan, Molin, Morosini, Pisani, Priuli,
S i . £ d ts | d to the studies of
- Owi  chance preservation of documents, an
.Prg)fzvslsxg%fnt::nilo Sapgd; wearemuch better informed about the s&rluc—
ture of the Florentine companies, especially the Peruzzi, than gbqut ?1-516
of Siena or Piacenza. Next to the Bardi, the Peruzzi company wf}i e
largest in Florence. It had 2 continuous existence from 127 31; o;m cre—f
abouts, to 1343, when it failed because of frozen c;cdlts to the kings o
England and Naples. Between those dates the articles of association werz
renewed several times, namely in 1300, 1308, 1310, 1312, I 324, 1331 arcxi
£33$. In the interval between two renewals, no niew pastners tv}c;v§ae ak—
mitted and none were allowed to withdraw. At each rer}§wal:, ebooks
of the old partnership were closed and a general financial stategujlt, or
saldamento generale, was drawn up. The partners then proceeded to 2

division of profits. Usually this division wasnot final but subject to later

adjustments, because the balance was apt to include a great many contin-

gent claims and other itéms which remained in abeyance. The final

liquidation often took several years, asis evident from the account-books

. t. EEETER I
thalfl?llff Ifleclz corpo, or capital, of the Peruzzi company :e?chcﬁ apeak off:
£ 149,000 affiorino ot about $400,000 at the present oﬁicm!‘v‘ uat]tl:lon t}c;
$35 per ounce. Thisis a tremendo_us amount if one com:.;ders._rhat the
purchasing power of gold in the Middle Ages was many tu‘xim what itis
today. The share of the Peruzzi family in this totali;;.mountg to n,1679,?§o
affiorino and that of the outsiders to £,70,000 affiotino. It was only u} thc
settlemerit of 1331 that the latter ac;_qmred control of the majority }(i e
capital by owning £52,500 affiorino ouit of a total of £90,000. Td e re-
duction of the capital at the time of the renewal of 1312 was ot due to
losses, but to the fact that several partners mthd_rew,am'l; were not re-
placed by newcomers. In.1324, the capital fell to.a low pom:lff ,(:62,303
affiorino, but there is no evidence that the czmealj;y, als1 atesul z,nrj;ra ;mz y
1 Thishi isa T owe to the generosityof David Herlihy who'is preparinga
of nméﬁgﬂﬁmd on :51;: Pisént?mmia‘l cartularies and othersourees.:
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its activities. It was only in 1331, when the first cracks in the structure be-
gan to appear, that the capital was increased from £60,000 affiorino to
£90,000 affiorino, probably in order to infuse new blood into a decaying
body; but to no avail, as we know, since the company collapsed in 1343.
An interesting detail: one of the partners was ‘Messer Domeneddio’,
or the Lord God. In 1310, He was allotted £ 2,000.affiorino for His share
in the capital, without any corresponding investment, of course. Messer
‘Domeneddio received His regular quota of the profits which was set
aside-and distributed in alms to the poor. When the company failed, this
account showed a credit balance. In the name of the poor, the Capitani di
Orsammichele, a religious fraternity, not only laid claim to this balance
but contended that it should be treated as a prefersed creditor with first
priority. This claim was actually granted and the fraternity managed to
get hold of some choice pieces of property to the detriment of the other
creditors. . : : -
The corpo, or capital, of the Peruzzi company did not represent total in~
vestment. In addition to their shares, partners were encouraged to invest
additional funds, sopraccorpo or fuori del corpo, that is beyond the capital.
On such additional investment they received interest at the rate of 8%,
prior to any distribution of profits. The company also accepted time de-
posits from other investors on similar tertos.

In the Peruzzi company, profits were divided among the partners pro-
portionately to capital investment. It would be.a mistake, however, to
assume that this procedure was typical and observed by all companies.
In the case of the Alberti company during the easly years of its existence,
corpo and sopraccorpo were not segregated; they did not exist as separate
accounts and there wasno stated Jimit to the capital. From 4 September
1304 to I January 1323, each partner first received 8% on his total equity
or investment. The remaining. profits, if any, were then divided among
the partners according to a pre-established quota system. From 1304 to
1307, for example, the partners—three brothers—divided these net
profits equally, that is, to each one-third. In 1310, each .of the three
brothers received only three-tenths, and one~tenth went to the son. of one
who had been admitted as a partner. This system remained in force until
1315, when the quotas were changed again to take care of more sons
brought into the family business: It ‘was only in 1323 that the Alberti
companycompletelychangedits system of distributing profits and adopt-
‘ed one similar to that of the Peruzzi.: A éorpo-of £25,000 affiorino was set

“upand each:partner wasassigned part of this amount and was expected to

keep it in the company.-Onany additional funds furnished by a partner,
the-conipany paid 8% interest. If; on the-otherhand, a partner failed to
supply his full share of the corpo;ihe wias charged 8% on any: deficiency.
The remainder: of. the profits: was. then -divided - by the  paitners. in

r‘::"'}':‘;?%
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ion to their shares of the corpo. There is little doubt that this out r'ehablc ‘mfi dCVOted assistants, although he made practicall nouse o

f;gg;r:vas adopted by the Alberti coI:nPanY in 9‘d€f to discourage one Eelauvc; ata time when the cult of the family wis Sgﬂ gr eat.YI‘he- Samef
ofits partners from drawing out most of his equity. o ?rm ° orlf;ram-z;!uon Was no dgubt_ adopted by most Florentine firms
Consequently, there existed no hard~and-~fast rule dete_rmmmg the dis- ZH tf‘r }f 350, diuq itisencountered in its purest form in the greatest of them

tribution of profits in the Florentine companies. Everything depended on '.I‘;n'e fM o bank s-hot '

the agtecmeats made by the parters and incorporated in the articles of . (si ’amog banking-house was founded in 1397 when Giovannj dj
association. In the Datini partnerships of the fifteenth century, the d1.v1- icci ehng ci, who had managed for a time the Rome branch of
sion of profits was seldom proportionate to investment; the managing P arté1§r}sl f ounded by 2 dlst:.mt.: coustn, Vieri di Cambio de Medici,
partaer, whio invested little, ustally received a more than proportionate zstaﬁ shed arival firm in assoctation with members of the Bardj family,
share of the earnings in reward for his services. It is true that the struc- Dt Sy h%d only two .Ofﬁ.c ¢s, one in Florence and the other in Rome.
ture of the Datini firm and the Medici banking-house, with a separate . lclif}ngvthe‘hfcume of Giovanni, branches were opened in Naples (1400)
partnership for each one of the branches, differed greatly from that of the bgcallils . i‘:n;es Sg?:%cl;;tsftﬁe iﬁrger was discontinued in 1426, pethaps

-earlier companies.

- The Peruzzi company—and the same is true of the Bardi and the other Geneva, the fairs of which had acquired international importance, I
companies prior to 1% so}i—was one legal entity only:itf:omprised' the head- b?gllz_nmg, tl}ls branch was ﬁnmced by an accomanda v%r)hich Wwas 01t1111 ;
quarters in Florence and the branches outside the city, t.hose- in Italy as transtormed in 1437 or 1439 into an unlimited p artership, the Medic,
well as beyond the Alps. In theory, all the partners residing in Florence f:}slsurnlrldgj henceforth full responsibility. The great period of expansion of
had a voice in the management, but in practice the business was run by : B'c Medici bank came, h_ovye_ver,, only after the death of Giovanyg e
one of them who inspired confidence and assumed the same function as icci (1420), under thc adrplmstraﬁon of his son, Cosimo, Successivel
the president of a'modern corporation. Several of the l?ranches were ad~ ArafIChes were estabhsh.ed in Bruges (1439), Pisa (1442), London (1445),
ministered by factors who were generally provided with a power of at- _ ba‘lflllgnon (1446) and Mll.a-n (1451 or 1453). In 1433, the Medics o st
torney. Incidentally, the word ‘factor’ had a different meaning in the egsc,h opened a temporary office in Basle to handle the financial busi-
Middle Ages from that which it has today; it did not designate a com- . ness of the Church Council which was then in session. About 1464, the
mission. merchant, but always referred to a salaried employee doing ‘~ Geneva branch was transferred to Lyons where the new fairs created by
clerical work for a trading company, a banking-house or 2 merchant. | ' Louis XI were such a tremendous success that the older fairs ceased to
Branch managers, being employees, received asa!ary an.d occasionally a attIrI:ct any trade, o /
bonus, if the company had been pleased with their services, but nevera : : m.a.rllc)ed contrast to the Peruzzi company the Medici firm was not
share in the profits. Italso happened that a partner Was‘vscnt.abtoad to ta];'e ) ’ lonelumt,. but was madc up of several partnerships which were separate

- charge of one of the branches. In suchra case he received a salary forhis = | - legal entities, all under the control of the same family. Tts sty oo
services as a factor besides his share in the profits, to- which he ‘was en- - sembled more or less that of the modern bolding company with the im-
titled as a partner. ‘ R : portant difference that it was, of course, a combination of partnerships

This form of organization was rather rigid and its weaknesses showed + rather.than of corporations. . v
up when the big three, the Acciaiuoli, the Bardi and the Peruzzi com- L ;&lt the summit ofits prosperity, the entire complexincluded the ‘bank’
panies, all failed shortly before the Black Death. After the crash, the . in Florence, the branc.hes outside the city’, that is, in Italy and abroad,
Florentine merchants seem to have evolved a new form of organization B fl,nd th,ree manufzfctu;rmg establishments within the walls: two woollen -
which appeared to them to be more flexible and to offer greater protec- shops. and one silk ‘shop”. O_fcoursc, these ‘shops’ (botteghe) wero not
tion from entanglements so that the fall of one b;anch wou.ld not 11.1v01ve o a]Citiolrlles. or even -WOIISS!JQPS in the modern sense, but establishments
the whole concern. Perhaps this expectation was a. delusion. This new v waich put out the materials to be worked up at home by a succession of

set-up occurs already in the Datini firm, which was a.combination of
autonomous partnerships, one for each branch Qf_ﬁce»,- bl:lt all controlle’d
by one man who kept the reins firmly ih hishands and d:d‘n_gt._alllow the
branch managers.any deviation from his instructions: Francesco Datini

- (fr410) judged others only by their performance and knew how to pick

# craftsmen, In Florence, in the woollen iridust , only a few operatic

- such as beating the wool, carding and ‘cOmbin'Z, Wer}:e pcrfomll):;ai?lotllllsé
b‘ot.tegc.z itself;"all the others, including spinning, weaving, dyeing and

finishing, were done qutside, This method.of production, knowi: a the

putting-out system, gave rise to-a very. cdt\hplicétéd. organization which
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i t-books of another and muc_h le§s
can best be smdl;ihf;(;'l:;ti]ll;, 2;:;2:11110 ir(:dustrial records of the historic

f\?lmgiug}t):frgﬁ;ived 1 The same is not true of the other records relating
edici k

‘ dence and the
ir banking business. Fragments of the correspond
o e ‘E ks arel;g]sl extant and have been used by hlstona}n;. Reccm:lg,f
account—at?s search of the Florentine archives brought to lig ;1 a c;ogor_
:;Z;tggzuments', including pattnershfip Egﬁgﬁfi :;11;(:605{ se:c 5, cor-
d, most important ot reti, .
resgr?? gt:;i a(I:loxfttring the period from 1397 t0 145:1)1 w;{t?;g:) ;:)nk)sr l;fﬁ};(h
I the 6 i ibri ti were the
companies, the libri segre o oks
i Fiﬁfirglniiformgtion relating to the composmoln of. fc'adlzlt;lr ;;13 ]ixse
Toeati of profits, not only of the main office but also ot the -
anOCﬁﬂOIﬁ t]ng new material sell requires further study, weare Eowfv muca1
ﬁlttttaotuiifomled than we were only a few years ago about the intern:
e L . .
zation of the Medici bank. - . th
Oriafécz’:gj?g to-data for the year 1335, fnl}é t};e III\II?I(,)IE: :)r;gtl:llrc;l gfang
i any (Avignon, Bruges, Lonaor S, :
gzrr‘igzsvecroenrlganz?ge(d by. partners; the others welrle m&:&l ll?; af?zh
tors who were salaried employees. In the case of ¢ <:1 f?receiﬁng A o
managers wereasa rule junior pfam;:’,rs v.rh(&,l ;n;t;?ﬁ t:) Teccivingas ey,

'- by means of a share i s. ollc
v‘lfle?di;[zu;:;j;gg};atmers were on the same footing :i\ls the magf;or:r EZ
tcsior partners belonging to the Medici family. Quite ;1 ; 5(5%‘(:5‘1’ « ;:qual
3 dici records make it clear that these two categories did bave cqua)
1\'/[eh ¥ ril that the managing ot junior partners Were definitely p Ege lin
n%ult)soindinatc position. In all important matters of -busm:;;sl e[:o faicl};d he
;m ‘ori or senior partners had the final say. Ifa _]p(;no; hIi);l mer filed ¢
fol‘%w instructions, it was always possible to ge(; rh tﬁ him!1 ng rm‘m chles
ing Prcmaturdy' the partnership agreement, an A{ _z ; viving asicles

f association granted this right to the maggiori. Ajunior p et also was
oty itted to leave his postand was expected to report tothacth 199 i
nocﬁleg: acts of his management. In other words, itis clear A; az Kafi :
;;ri were masters and the managing partners ot;llly s:rr:;nttﬁi.s- ey y

£2 Medici partnership agreement wﬂl_further ustrats hispoint.
° For this purpose, let us take the articles drawn. up 1 Brug s on 25
March 1454, and relating to the London branch.z- Accor‘dmg to . p -

i Fot the b siness organization of the Flofentine woollen industry in t?:o?l;:ﬂc:ie‘:he
o s :h'usmﬁss_s‘ >ec the studies, based on the dccount= and_lettefr} ooks of che
E\SI sdn;t ?e';omimuimx:::i in Florence Edler, Glossaryfofl\_ledmeu:zil ﬂll‘ erms ofo mond._dc
e e o ), T e
Roover, ‘A Florentine Firm of Cloth Al ers: Management anf g

o el Gy ,Semlum,xv):(194_r),333 o ) ‘

% £n eat So?u@acrzg:tség?; Mfy 1446, is discussed by Lew1s Ex‘nstcm,' ein, Tl}gltalmﬂ

Reidissarice 'in: Bngland; Smdies'(NeW'York, 1g0z), 242-s
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amble, the partners were to be: the two sons of Cosimo and their first
cousin, Pierfrancesco de’ Medici, Giovanni d’ Amerigo Benci (the general
manager of the bank), Gerozzo di Jacopo de’ Pigli (a former manager of
the London branch) and Simone d’Antonio Nori {the new manager).
Next it was stated that the purpose of the contract was to form a ‘com-
pany in order to deal in merchandise and in exchange’ in the city of Lon-
don. In this context, ‘exchange’ is synonymous with banking which, at
that time, consisted chiefly in the negotiation of bills of exchange. Con-
sequently, the new parmership was intended to combine trade with
banking, 2 common practice, since the Italian companies carried on di-
versified activities. It was also provided that the agreement would last
four years ending on 24 March 1458. According'to article 1, the partner-
ship was to be styled ‘Piero di Cosimo de’ Medici e Gerozzo de’ Pigli e
Compagni di Londra’. The capital of £ 1,000 sterling was to be supplied
entirely by the senior partners (Medici; Benci and Pigli). Simone Nori
wasnot expected to invest any money, but he was to give his services and
to attend to the management of the company’s affairs (article 2). Al~
though he had no money invested, Nori was entitled to one-eighth of
the profits or 2s. 64. in the pound, and the other partners to seven-cighths
or 17s. 6d. in the pound (article 4). During the duration of the agreement,
no partner was permitted to withdraw either his capital or his share in the
profits, except that Nori was given an annual allowance of 15 sterling
to cover his expenses. ' C o -
The succeeding articles make it abundantly clear thatall the burdens of
management rested on the shoulders of Nori and that he was strictly
accountable to his co-partners. Under the threat of a penalty of 100
nobles, he was not allowed to grant credit except to merchants or arti-
ficers (article 6) ; neither was he free to stand surety for others except with
special permission of his partners (article 7). In addition, the agreement
forbade him to do business for himself (article 8), to gamble and to keep
women at his quarters (article 9), to underwrite insurance (article 17), to
accept gifts worth more than one pound (article 18),-or to léave England
without express authorization (article 14). At the end of each year, on
24 March, he was expected to close the books and to strike the balance
which was to be sent to headquarters in Italy. At the términation of the
agreement, he promised to come to Florence in order to report in person
concerning his management (article 10). He had no power to hire factors
or even officé boys (article 12). Asa matter of fact, the Medici followed a
constant policy of doing this themselves. Nori was notsupposed to invest
in wool, lead or tin—the products of England—more than £300 at any
one time (article 15) and he was placed under strict obligation to insure
all shipmeénts sent to Italy by séa (article x6)., - .. 7. . .
. While the partmership agreement thus placed all kinds of restrictions
G ,




82 THE GENERAL MANAGERS

upon the freedom of the junior o managing partner, the maggiori were
notlimited by any such disabilities; not only did the provisions preserve
their entire liberty of action, but they also gave them the means of exer-
cising and retaining control. After the liquidation of the partnership, the
maggiori were to'have the custody of all books, papers and other records,
although Simone Nori would have access to them whenever he needed
it. More important still, the Medici kept the exclusive right to the use of
the styleand the mark of the partnership and remained in possession of its
place of business or fondaco. Finally, it was explicitly stipulated that they
could terminate the partnership at any time without Noti’s raising any
objection. In other words, itis plain that ultimate authority was vested in
the senior pattners and that the junior partner was expected to manage
the London branch within the framework of their instructions.

Since the Medici were so involved in politics, they could not devote
all their time and their attention to the management of their business
interests. Of necessity, they had to delegate power and to rely for assist-
ance on advisers. According to the records, their principal administrator
was called ministro, and itislikely thathe performed about the same func-
tions as those of the general manager in modern corporations or joint-
stock companies. His main task was to supervise the branch managess, to
 read their reports, to give them instructions, to examine the yearly bal-
ance sheets sent to headquarters by the branches and bring all matters of
importance to the attention of whichever Medici was the head of the
firmn. Tt was also the duty of the ministro to prepare written instructions
for managers who left Florence for their new posts and to interview those
who came to Florence to report or to negotiate the renewal of partner-
ship agreements. S S :

From. 1397 to 1433, the general managers were successively two
‘brothers, Benedetto and Hlarione di Lipaccio de’ Bardi. They were fol-
lowed by Giovanni d’Amerigo Benci (1435-55), 3 very able man who
had been trained in the Rome and Geneva branches. After him came
Francesco di Baldovino Inghirami (1455-70) and then Francesco-di Tom-~
maso Sassetti (1470-90). The latter, also, had teceived his training-in
Geneva. His record as a factorand as a branch manager was so impressive
that he was recalled to Florence in 1458 to help Francesco Inghirami
whotn he succeeded after the death of Piero di Cosimo de” Medici. Under
the administration of Lorenzo the Magpificent; who had little aptitude
for businiess; Sassetti becameall-powerful,and nothing was done without
or against his advice: In the course of the years, he became less adaptable
and failed to keep astrong hand ovet the branch managers: Among other
errors; he did not detect in, time the frauds of Lionetto de’ Rossi, the

manager of the Lyons branch, or restrain Tominaso Portinari, the mana-

. ger:ofthe branchin Bruges, from lending excessive amounts to Chatles
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the Bold. Sassetti’s laxity and faulty judgment wer i j
cause of the downfall of the oncergdlwegﬁll bank v:hclf:fltavlsz \?irnttllzlﬁ)r
bankrupt when, in 1494, the Medici rule was overthrown in Florence K
noteworthy fact is that Sassetti did not become a partner of the ‘bank’ in
Florence until 1482. As general manager, he was rewarded for his ser-
vices by bc':’lng kept as a senior partner in the Avignon and Lyons branch-
es. Sassetti’s successor was Giovambattista di Marco Bracci (1490—4)
who tried in vain to repair the damage during the short lease on life re-
maining to the Medici bank. One should not forget, however, that the

bank lasted i
banl ﬁ;sn fa nearly a century, from 1397 to 1494, a long time for a busi-

In 1420, the capital of the Medici bank amounted
florins, of which 16,000 florins were supplied by the M‘;cc)ilif ﬁfg Sggcl)g
florins by Ilarione de’ Bardi, their partner and general manager This
capital was 11}vested as follows: 10,500 florins in the bank in Flm:ence
6,000 florins in the branch in Rome; and 7,500 florins in that in Vcnice’
Subsequently the capital was increased from 24,000 to 32,000 florins. B ;
24 March 1451 (N.S.), when the last of the three extant libri segreti wa};
closed and balanced, the capital of the Medici bank had reached 72,000
ﬂ}i)rms, of: vs.rhn:h 54,000 represented the quota of Cosimo de’ Medici’and
the remaining 18,000 florins that of his ministro, Giovanni d’Amerigo
Benci. To this amount must be added a sum of 3,083 florins di suggello
angl 24s. .IOd. affiorino c_lucv,to'the beirs of Antonio di Messer Francesco Salu-
tati, a partner who died in 1443. Table I indicates how this amount was
allocated. The reader will notice: that the Rome branch, managed b
quert Marnzlh, isnot listed. This isnotan ovétsight, fot no capital wa};
assigned to this branch after the mid-1420’s because the papal court was a
source of funds. According to modern notions, it seems strange that a
bank should have no capital. However, there is no mistake since the
Pa_z:z1_vfollow¢d the same practice; like the Medici, they state e;tplicitl ‘in
their catasto or tax reports, from 1427 onward, that their branch in Rogle
because it needs no capital, does not have any. Te.should be emphasiz'cci
that the amount of 75,083 florins doesnot represent total capital invest-
ment, but only the share of the Medici bank, properly speaking, in the
capital of the various subsidiaries. Consequently, this figure does ‘ot in-
cludethe amountsinvested by other partners. If these are taken into con-
slq¢rgu9n, the total capital investment amounted to nearly'8 8,300 florins
Florentine currency, or about $353,200 in gold at the present price of
:3;35 an ounce. This figure of 88,300 florins is based on the data found
:(1;;]11; tl;b%) .:fgtrgto and 11;1 lg)armcrship.égrecments; it may be considered
ate, butitis not a balan ike 75,08 i
e o ala ce—shsc;ﬂtq;al like ﬂlgsum of 75,083 florins .
Capital investment represented only afraction of the funds with which
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8s-
the Medici bank operated. Like other merchant-bankers, they accepted
time deposits, or depositi 4 discrezione, on which the

Y promised to pay, if
earned, a return of 8, 10.0r even 12%. Although the banker assumed no
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palliate’ usury. Despite this attitude of some of the leading ‘Doctors’, the

Local Cutrency
" £2,700 groat
" 12,000 écus of v
64 to the marc
L1000 sterling
" 7,000 ducats

16,000
florins

1427, includes an item of nearly

Martn V personally, According to the same balance sheet, Henry
Beaufort, cardinal of Winchester, had a credit of 4,000 florins, and the
papal treasury or camera apostolica, far from being in debt, had almost
24,500 florins of idle money on deposit with the Medidi. It is not surpris-
ing that the Rome branch had been in 2 position to advance about 30,000
florins of working capital to the head office in Florence and about 13,000

florins to the Medici subsidiary in Venice. Rome, indeed, was the prin-
cipal source of funds.

s. d.
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company, the second largest, probably c.mploycd,.

and ninety-five factors. The Acciaiuoli company, the smallest of the

three, had, in 1341, sixteen branches with a total of forty-two factors, not
including the home office in Florence where there were eleven partners
and an unknown number of employees (Table 1I). The plausibility of
these figures is confirmed by areliable estimate concerning the personnel
of the Medici bank. ‘At the time of Piero di Cosimo’s death (1469), it in-
cluded close to sixty persons of whom fifty were factors and ten, man-
agers and partners (Table ). Inan epoch when large corporations have
thousands of employees; these figures may not be impressive, but the
Medici bank was a giant for its time, In Lucca, during the last quarter of
the fourteenth century; all firms were required by law to register their
marks and to list their partners and factors, According to the business
register for 1372, the largest company in Lucca was that of the Guinigi:
it had five branches—Bnlga, Genoa, N aples, Pisa and Venice—and the
 staff, including both partners.and factors, numbered nineteen persons,
seven of whom were members of the family. Only eleven Lucchese

according to the ‘Libro Segreto No. 3°

Me'di.é‘:eo. ava.ntnl Principato,

Manager ‘

florini di suggello dividéd ihtq 20 soldi afft

Berlinghieri and Jacopo
ts.

Tanagli-

Same

Berlinghiero di Francesco *
Antonio di Taddeo

. Andrea Giuntini

~. Alessindro Martelli

Francesco Sassetti

 Giovanni Zampini

‘Giovanni Benci
Simone Nori

Angelo Tani’

Table 1. Allocation of the Capital of the Medici Bank to Different Branches on 24 Marcﬁ 1451

i..'r_ota

f. Sotmcn " Florencs, State Archives,
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Table IL Size of Three Major Florentine Companies

_ Perﬁzzi Acciaiuoli Mccéid
“1336 . I34T , 1409
Office or Branch Sine X Saff Size of Staf Size of Staff
Florence I u I:
Avilgnon 5 i No branch
g:i:;a No record 1. No b;anch
. o2,
Bruges 4 LS :
Ca’slggcllq di Castro (Sardinia) I 4 _NO_ fzwfd 11:11'2 Egi‘c:}ﬁ
Chiarenza (Greece) No riCOI 3 No branch
(ngms M 6 . No branch
oa
London No bZanch No bzi’:dhch ' g
II\’ZC?HS ' 2 "Norecord | Nobranch
M?:i:ca T " No bran - 8 4
Napl 8 ‘ g No recorc.
ples 3 I No branch
l;?ns 7 2. No ;econi
> 152, o 1 No brand
1 inch
Ravns Nobach | X N b
Ro:)n::s _ No record 2 3 b
. g - Y ¢ : 3" : " No branc
Smﬂ.y 3 - 20 o ~ No branch
'\rnge‘ 3 No branch ST
Unidentified - o ‘
" Total - 88 : 53 . 60

S(.)'U'RCES"& Peruzzi, Arniando Sapori, Studi,
1955), 717-29. Acriaiuoli, Jean’

Alexandre Buchon,

di storia economica, 3td ed. (Elo'renpe, .
Nouvelles récheiches historiues sur la

i ies & la-suite de: la quatridme croisade (Paris,
incipauté aise de Morée et ses hawtes baronnies d la suite quatridme o
1;;1:;1)1??1,{; Zf. Medici, Florence, State Archives, Mediceo-avantiil Principato.

-« emploved more than six persons: In #371; the register lists eighty-
flnir;z.sﬁerrrrxllglar?d 186 factors or anPaverdge’ ofa littlg}norc.than two factfors
per firm. Thirty merchants declared they had neither partners nor fac-
tors. The figures for 1372-are slightly different, but donot alter the ga?nzrif-.

“al picture. If ‘Lucca isat all typicdl, one mg_ly('safcly-conclm‘ie-tha,t indi-
vidual merchants and small firms predominited :apd- that large’ com-
panies*émploying ten.factors or more wWere _:the-qu:_puon. After13 sono
‘medieval firm, with thelone exception ofthe;MeQ{m;ba{rxk;.‘eyer% ;enégttﬁ-
Iy approachied the:size of the big three, ‘t}.le;‘Bard.l,.fhe:Pcr?zz,r anvﬂe
Acciaiuoli: cormipanies, ‘which. the-Florentine: chronicler; Giovanni Vil

Tani, called“the pillats of Christeridom?: Perhaps it isnot devoid of sig-
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nificance that only one company attained comparable size during the
period of stagnation, and even contraction, which éxtended from the
Black Death to the Great Discoveries.

Seldom were more than eight factors employed in any one branch. In
1469, the Bruges branch of the Medici bank had a staff of eight persons:
the branch manager (Tommaso Portinari), the assistant manager (An-
tonio di Bernardo de’ Medici, a distant relative of the maggiori), four
factors and two garzoni or office boys. Of the four factors, one (Adoardo
Canigiani) was the book-keeper; another (Carlo Cavalcanti), who spoke
fluent French, had the more pleasant duty of selling silks and velvets to the
court of Burgundy; the third (Cristofano Spini) took care of the pur-
chases of cloth and wool and the fourth (Tommaso Guidetti) was prob-
ably the cashier. In the fifteenth century, London was less important than
Bruges. It is, therefore, not surprising that the Medici branch in London
employed fewer people than the one in Bruges. When Gerozzo de’ Pigli
was sent to London in 1446 to take charge of thie Medici branch, he had -
only three factors to assist him: (1) Angelo Tani, later transferred to
Bruges, who was good at correspondence and could replace the manager
when absent; (2) Gherardo Canigiani, who was best suited for the job of
book-keeper, and (3) Alessandro Rinuccini, who was fit for the task of
cashier and for running errands, since he knew English. Only Gerozzo
de’ Pigli, the branch manager, and Angelo Tani, the assistant manager,
had the power to commit the London branch and to draw or accept bills
of exchange. This information is so precise and detailed that it settles the
problem of the size and the organization of the branches which the great
Italian banking and trading companies had established abroad.

From a practical point of view, the legal structure of the companies
made little difference, and it did not matter much whether the branch-
managers were parthers or simple factors. Because-of the slowness of

‘communications it was necessary to give them a great deal of freedom.
Business decisions could not be postponed two or three months in order
to consult headquarters. As a matter‘of fact, the control of agentsin dis-
tant places remaitied one of the knotty problems of mercantile capitalism
until the end of the eighteenth century. In the case of the Medici bank,
one of the main causes of its downfall was probably Sassetti’s failure to
take drastic measures while there was still time and to replace branch
managers, like the Portinari brothers, who were steering a dangerous
course and involving the firm in risky enterprises. Francesco Datini, on
the contrary, wasnot so lenient and did not hesitate to pen angry notes in’

his own hand whenever branch managers bought bills from doubtful
: takers or, in any other way, exposed the firm to-losses. The keynote of -

Datini’s policy apparently was: it is better to-turn: down business than to

- run undue risks. He steadfastly refused to become involved in loans to.
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princes which so often caused the ruin of the medieval banking-houses.

o-ordination seems to have been another serious problem. Sasseta also
gﬂed' to solve this, and the correspondence of the Medici bank under the
administration of Lorenzo the Magnificent is filled with the recrimina-~
tions of the branch managers against each other. Rome and Bruges were
at odds over the alum monopoly, and Rome complained to headgquarters
—apparently with good reason—because Lyons was draining away
working capital by drawing bills without making equivalent remit-
tances. . - :

In spite of such difficulties, the companies with permanent branches
abroad had a slight advantage over independent merchants, because they
possessed at least some authority over their managers in foreign parts.
Independent merchants, unfortunately, were entirely at the mercy of the
correspondents to whom they sent goods on consignment. U;ua]ly there
was no remedy against agents who were. ill-chosen - and proved to
be either inefficient or dishonest. The Venetian merchant, Gugh.clmo
Querini (1400-68), was especially unkucky in this respect. .A,volummouli
bundle of his letters is still preserved in the Venetian archives. Althoug
well informed because of his many connections in the pohugal world, he
was unsuccessful as a merchant. One of his main shortcomings was pre-
sumably that he dealt with agents whom he did not know very well and
who either cheated him or mismanaged his affairs. After losing most of
his business capital—fortunately he also owned %andeii property—hehad
the wisdom to retrench and spent twelve years in ﬁ.imle_»and obstlna}te at-
tempts to collect outstanding-claims in _Fland.e:s, in England and in the
Levant. In only one instance did he succeed, but it was near home ar_ld
not in distant lands. An unfaithful agent in Ravenna'was forged to,d.l_s—'
gorge what Querini claimed as his due. Even so, to win his suit, Querint

had to marshal all the political influence at his disposal. The problem of -

securing satisfactory representation in foreign parts-is also well lllus-
trated Ey the cateerz of fﬁother Venetian .pierchént, -Andrea —Barban_g9
(. 1418-49). He was more cautious and more successful than Querini,
but he, too, had his share of troubles with unreliable (:;Q_J:re,s,P,ondem‘s. His
agent in Syria, Alberto Doceto, failed to give him satisfactory service by
overcharging him on'the price of cotton and discriminating against him
in favour of other principals. In Spain, Barbarigo used as hls;cgm,mx.f»sxon
agent Bertuccio Zorz, ‘the son-inJaw of banker Franicesco Ba1b1: As
Barbarigo was one of Balbi’s protégés; itisnot surprising thathe tecexv-cd
better treatment from Zorzi, not only-with regatd to pn.cel,rbthxt.?lso with
respect to cargo space; qualityand o sermatters. In dealing with London
and Bruges, Barbarigo took advantage of his connection with ﬂle_»Cap_—
pellobrothers, whosesister hemarried. Since family tiesweresostrong; he

got satisfactory-service and his agentslet him'share ini several profitable:
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deals. Medieval business letters give the impression that principals were
often disappointed because their agents sold their consignments for less
than they had expected to get or paid too high a price for local commodi-
ties. Whether the agents were always to blame is another matter.

The role of commission agent was not without risks, and Francesco
Datini repeatedly cautioned his branch managers against opening ac-
counts for new principals who were not of good repute. The danger came
from merchants who, being short of funds, drew on their agents in anti-
cipation of the sale of their goods and thus forced them to make advances.
An even more dangerous course was frequently followed by principals
who drew on their correspondents and expected them to pay the drafts
by means of redrafts. This practice was widespread because of the peculi~
arities of medieval banking, which rested on exchange and not on dis-
counting. Despite Datini’s warnings, the Barcelona branch, in 1400, lost
two years’ profits because it was held responsible for the payment of a bill
of exchange drawn on Guglielmo Barberi, a principal in Bruges, who
had financed himself by selling drafts on his agents and telling them to
redraw. The game went on until Barberi became insolvent and the re-
drafts on Bruges were returned with protest. .

The conduct of medieval business certainly presupposed a fairly high
degree of education. In any case, the surviving business records prove
conclusively that, contrary to the thesis of Werner Sombart, the mer-
chants were far from illiterate and knew how to write letters, how to
make difficult computations and how to keep books. Some of them were
even the authors of chronicles and diaries, which, in the words of Profes-
sor A..Sapori, ‘achieve the dignity of history’. , o

Where did the merchants acquire their training? The fundamentals, in
grammar school; and professional knowledge, in the counting-house by
being apprenticed to a.merchant, a clothier or a silk manufacturer. It is
certainly untrue, as Sombart contends, that economic rationalism was
non-existent, in that there was no planning, no intelligent direction and
no adequate accounting control. It has also been said by certain writers
that medieval merchants did not know how to figure and that they made
countless errors, not only in complicated operations but even in simple
additions or subtractions. Yet very many medieval account-books. and
a great number of compitations, such as conversions of sums of money
from one currency into another, have shown that medieval merchants,
while they were not mathematicians, were experts in commercial arith-
metic. As a-rule, errors were few or negligible. Medieval businessmen
did notignore the rule of thtee and were remarkable in discovering short
cuts to simplify complicated calculations. Refunds granted for the pay-
ment of a debt before matirity were not reckoned according to the cur-
rent method of commercial discount, but according to the more refined




00 'BUSINESS- CORRESPONDENCE.
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[sterling] per florin of 2 5s., Genoese currency. Collections of medieval -
business letters contain invaluable statistical data about exchange fluc-
tuations, but this material has been entirely neglected up to now. v
Until lately, it was thought that double-entry book-keeping was not
much older than 1 340, because this was the date of the earliest known
example which is found in the ledgers of the Genoese massari or muni-
cipal treasurers. As a result of recent tesearch, it appears probable that
double entry is much older than was commonly assumed and may have
originated in Tuscany rather than in Genoa or Lombardy. It now seems
that double-entry book-keeping makesits first appearance in an account-
book for the years 12961 305 kept by Rinieri Fini, the agent of a Floren-
tine banking-house at the fairs of Champagne, and in 2 similar many.
script (1299~1300) once belonging to the Farolfi company, a concern of

the corresponding debit or credit, as the case may be. Stll, evidence
based on small fragments can never be conclusive.. - o
These thirteenth~century account-books are still in ‘paragraph’ form
after an initia] debit enitry in the case of receivables or an initial credit -
entry in the case of payables, enough space was left blank to add two or
three entriesand toindicate how the settlement was effected. As yét, there
wereno accounts current and each transaction was considered sepatately.

Pernzzi ledgers (133 5~43), while the slightly earlier Albert account-
books (1304-32) are still in paragraph form. The new arrangement s also -

ound in cash books, such a the Jibro dell'entrata e dell’uscita (‘book of in-
come and. outgo’) of an unidentified Sienese .company, (1277-8 8). In-
stead of using two coluinis, the receiptsare recorded in the front section
of the cash book and the expenditures in the rear. 'This method of pre-
sentation made it somiewhat awkward-to strike the balance and to close
an account, -because debit and credis- were in-different-sections of .the
ledger; and it was pecessaty to transfer the srhaller total of the two to the
other section and deduct it from the laxger in order to obtain the balance
that was either due by, or owed fo,acorrespondent. A more satisfactory
form. was._eventually devised by ‘Placing the debit next to the credic

. either on opposite Pages-or'in two columns on ‘the same page. In 4l
+ likelihood, this arrangement originated.in northern, It

19 Italy and spread
from there to other trading centres, By 1366-we find it adopted by
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" Bruges money-changers. Among specialists, it is known as the bi-
lateral or ‘tabular’ form. In Tuscany, books in which the debit faced

the credit were said to be kept alla veneziana or according to the Vene-

tian manner. - SRR

The adoption of the bilateral form does not necessarily mean that

books are in double entry. As a matter of fact, form has little importance,

but there is no double entry unless certain rules are strictly observed.

First of all, it is necessary that each transaction be recorded twice, once on

the debit and once on the credit side (or section), so that the books will

balance if correctly kept. Second, there must be a complete set of ac-
counts, real as well as nominal, including expense and equity accounts.

Third, the records must lead up to a comprehensive financial statement
or balance, which shows the assets and Tiabilities and enables the mer-
chant to ascertain his profit and loss. Theserequirementsseem tohavebeen
fulfilled in the case of the Genoese records of the massari or:municipal
stewards (1340), but it is extremely doubtful whether the contemporane-
ous Peruzzi account-books (1335-43) meet the test. As for the Alberti
(1304-32), ten financial statements covering this period are still extant.
Their arrangement shows defimitely that books were not kept according
to the canons of double entry. - S

As stated above, the branches of the Medici bank were expected to

send each year a copy of the balance sheet to headquarters in Florence.
There is no doubt that this provision was carried- out. In any case, the
assertion that ‘the striking of balances was performed primarily for nar-
row book-keeping purposes’ conflicts with easily ascertainableevidence.
Check marks on extant Medici balance sheets: show. that they were
scrutinized for ageing accounts and uncollectable claims, a perennial
threat to the solvency of the medieval banking and mercantile compan-

ies. Balance sheets were also used for taxation purposes. In‘Florence, the

law required taxpayers to attach the balance sheets of their firms to the
portate, or returns, filed in connection with the catasto.or income tax. For
the catasto of 14277, numerous balances and financial statements are still
extantin the Florentine archives; they range all the way{rom brief state-
ments submitted by master artisans, including such artists as Michelozzo
Michelozz and Donatello (Donato di Nicold di Betto-de” Bardi), to
booklets of several pages in which are listed item by item the assets and
liabilities of the great banking-houses, such as the Medici, the'Pazz, the
Strozzi, the Tornabuoni and others. Balances were also attached to-the
returns for the catasto in 1433, 1451 and 1458. Later on, the law was
changed and this practice, which-had aroused a great deal of opposition
from the mercantile interests, was discontinued. AR
* Elorence, State’ Archives: Archivio delle Riformagioni, Carte della Classe vin,
No. 357 Registro dei traffichi, 14st. =~ © . o0 o4 o
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According to their libri segreti, the Medici followe i
of setting up reserves for bad debts and accrued Salacrii:ss?;iizdpf?czgcclf
gng to a distribution of profits. No doubt the same policy was followed

y othc_:r_ firms. ‘Around 1400, the Datini branch ‘in Barcelona set aside
2 provision to take care of unpaid taxes. Depreciation ‘on equipment
(masserizie) appears as early as 1324. It did not, however, develo into
current practice, since investment in machinery was neg]igible rli)or to
the Industrial Revolution. In the Farolfi accounts (1299-1300) thIe)re isan
example of prepaid rent which is correctly handled as a deferred ex
pense. Because of the prevalence of venture accounting, inventor valua:
tion did not have in the Middle Ages the importance that it h‘az toda
tgsugxlly a separate account was opened for each lot of merchandise an}:i
! aclzan ook-keeper waited until everything was sold before transferring the
ce to profitand loss. This practice should cause no surprise, since
chrxz)tunﬁlg ;‘11(}11 -nfot pass away with the travelling trade, but pe;sisted
thr diugc 31;0 :m":, ourteegth and fifteenth centuries, albeit in a somewhat
- The origins of cost accounting can be traced back to th ‘
fﬁurtcenth century. A fine example of job accounting was diszgscggdtﬁ
ﬁle mc:mortale or memorandum book (139 5-8) of a Pratese cloth-manu-
facturing establishment founded and controlled by Francesco Datini.! In
Itan attempt is made to determine the cost of production as accurately as
pf)sslblc by allocating to each piece of cloth its share of overhead and};n
direct costs. It does not follow, however, that these refinements were in:
tegrated into a fully developed system.of double entry. In Florence, es-
pecially, progress along this line was hampered by the complexities ofa
monetary system based on parallel standards of gold and silver with no
fixed exchange ratio between. the two. The merchants and banke
reckoned only in.gold; the lanaiuoli or clothiers used both standarc;:

simultaneously: gold in buying wool and selli g cloth and silver in pay-

ing wages, a custom which greatl i i in ti
ooy ch greatly coxpphcafed their problems in times

- Double-entry book-keeping was undoubtedly an Italian invention,

- Its diffusion in other European countries did not take place until the six-

teenth century, and was greatly promoted b th icati ;
Pacioli’s treatise (1494) and of lzieli manuals ﬁylmﬁaﬁlﬁlﬁiﬁzrsl i?f:tll:g:
: es. These manuals, one should not forget, are text-books for be-
ginners and, henc_e, do not give a fair picture of the more advanced prac-
tices actually achieved in the counting-house. In the opinion of experts
the greatest progressin book-keeping was -accomplished du.rmg the

period from 12 500 1500. From then on, accounting made little headway

. Federigo Melis, “La fotmarione dei costl nell'indusera liniera s fine del Tre-

-cetito’, offprint from the Jjournal; Economia'e Storia; '1954., fasc. 14 (June—Dec )
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until the growth of large-scale enterprise in the ‘nineteenth century
brought to the fore new problems and new solutions.

According to Werner Sombart, the introduction of double-entry
book-keeping marks the beginning of ‘capitalist enterprise’ and the. tri-
umph of the profit motive as the guiding principle of economic activity.
If Sombart’s criterion were accepted, capitalism would date back to the
thirteenth century, or much earlier than he himself would have been
willing to admit. :

The great variety of weights and méasures and the complexities of
medieval monetary systems led, in the fourteenth century, to the com~
pilation of the first merchant manuals. There was little need for such
guides as long as trade was concentrated at the fairs of Champagne, since
their regulations were well known and generally observed. This situa~
tion was greatly altered as the fairs declined and as their place was taken
by several focal points, such as Paris, Bruges and London. As a result, it
became more difficult for the merchant to keep track of the customs. of
the different places of traffic without a manual to give him secure and
up-to-date information. Soon such a manual became an indispensable
fixture in any self-respecting counting-house. - : s

The most famous of the medieval merchant manuals is that compiled
around 1342 by Francesco di-Balduccio Pegolotti, one of the most able
factorsin the service.of the Bardi company. The text is now available in
an excellent modern edition with an introduction in English. There are
also recent editions -of an anonymous Venetian: tariff, also of the four-
teenth century, and of the manual attributed to Lorenzo Chiarini, first
printed in 1481. The Pratica della mercatura (1442) of Giovanni di Antonio
da Uzzano exists only in an eighteenth-century edition. Besides the

manuals extant in print, there are numerous manuscript copies still pre-

servedin the Italian libraries and archives. After théinvention of printing,
booksellers took advantage of the steady demand for merchant manuals,
and the genre continued to flourish throughout. the sixteenth, seven-
teenth and eighteenth centuries. Giovanni Domenico Peri’s Il negotiante
(1638), Lewes Roberts’ The Merchants Mappe of Commerce (1638), Jacques
Savary’s Le parfait négociant (1675), Jacques Le- Moine de I'Espine’s De
Koophandel van Amsterdam (1694), Samuel Ricard’s Traité général du com-
merce (1700) and even Malachy Postlethwayt’s Universal Dictionary of
.Commerce (1751) are prominentexamples of this type of useful literature.
Some of these books were so.popular that they ran’into several editions.
. What are .the contents of the medieval mérchant manuals? They
chiefly contain. practical information about the usages.and customs, the
‘weights'and ‘nieasures; the coinage and the monetary systems: of the
different places of traffic. The manuals also. give data about brokerage
fees, usances of bills of exchange, exchange quotations; mint fegulations,
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posta.l service, couriers and the qualities of merchantable iti
The information given in the merchant manuals is purelyo?:gtlsjll :;:i
descriptive and one should not expect to find in them anything that even
remotely approaches economic analysis. However, Giovanni da Uzzano
f)bs‘crves that the money market was subject to seasonal fluctuations and
indicates when money in different places was likely to be tight or eas
He advises arbitragists never to draw ona place when money is scar o
to ;Xem;t 531 a place when it is abundant. y e
According to the merchant manuals, traffic was concentrated i
tain places, or trading and banking centres. In the ﬁftecnfﬁ?:i?:zd mtlf:::_
places were Barletta, Bologna, Florence, Genoa, Lucca, Milan rI{ia le: :
?alern_m, PIS?, Rome, Siena and Venice in Italy; Barcclo’na and ,Valelljlcii,
in Spain; Awgnon, Montpellier and Paris in France; Bruges in Flanders:
and London in England. Paris declined rapidly after 14710 and its place
was taken by the fairs of Geneva and later those of Lyons. Until itsPca
ture by the Turks in 1453, Constantinople was a banking place for tII;
Genoese and the Venetians. The Court of Rome was ambulatory and
fo]lovs;led the ILOPC in his travels. Because of the needs of the papzfly trea-
thyr', }Eeevg: If: adthe reputation of creating monetary stringency where-
One of the main characteristics of a iazza, o i anki
centre, was the existence of an organizefl mon’eyrngil‘ilelz.g Inantgeb;/ll;ﬁléllg
Ages, such 2 market rested on the negotiation of bills of exchange 'O;
nearly all piazze, the Italian merchant-bankers were the princigai ex-
changefdealc_ers. In the Middle Ages, a bill of exchange, as th(f name
clearly implies, was mainly used to implement a cambinm or exchange
contract. With few exceptions, such a contract involved an advance %f
_ funds in one place and its repayment in another place and in another cur-
rency. Becaqse of the slowness of communications, there necessaril
elapsed a period of time between the conclusion of the contract in onZ'
placg and its fulfilment in another, Consequently, the cambium contract
rested on an exchange and a credit transaction, The two were inseparably
lmkc;d toge_ther, even in the case of sight drafts, It further follows tha};
medieval bills of exchange were at the same time credit and transfer in-
struments. Instead of being discounted, they were bought and sold at a
price determme:d by the rate of exchange. The merchant manuals ex-
plain how forggn exchanges were quoted in different places. Unless
?lfhervmse specified, bes of exchange were payable at usance. In London,
mccmlzfsl:lce on bills vanved. ‘acj'.cordu_lg.to destination from one to three
~ Table IIT indicates how, duting the fifteenth centu nge
were quoted in London. In the Middle Ages,‘LombardrSyt’retilf vf':scgasl:tgeﬁ
lite of the Bruges bourse and only the Italian residents dealt exfcnéively in
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Table IL. Exchange Quotations in Lombard Street during t
Fifteenth Century i
Place of Exchange Quoted v High | Low Usance”
Payment
Bruges In'so many deniers sterling per écu '
e of 24 groats, Flemish currency 22 | 18 30 days from date

Florence { In so many deni(ergt sterling per

| florin di suggello (after 1471, per
fiorino largo or large florin) 43 | 38 | 00 days from date
Genoa In so many deniers sterling per ‘ foms da
florin of 25s., Genoese curtency | 26 | 20 | 90 days from date
Venice In so many deniers sterling per
Venetian ducat of 24 grossi - 46 38 90 days from date

Source: El libro di mercatantie et usanze de’ paesi, Franco Borlandi ed., Turin, 1936.

exchange with Genoa, Florence or Venice: As for the English merchants,
they were ordinarily takers who used the money market mainly to raise
funds by selling bills payable across the Channel in Bruges or Calais. At
first, the exchange, contrary to the practice prevailing today, was quoted
in sterling and based on the écu, the florin or the ducat. Under these cir-
cumstances, a low exchange was favourable to England and a high rate
unfavourable. It was only towards the end of the fifteenth century that
the English merchants reversed this practice and began to quote the ex-
change in shillings and deniers groat, Flemish currency, on the basis of
the noble of 6s. 84. st. or one-third of a pound sterling. Thisis the method
followed in the Cely papers, a collection of business letters stemmin,
from a firm of wool merchants. : o
To be sure, interest was concealed in the rate of exchange, but its pre-
sence did not greatly alter the speculative character of exchange dealings.
Whoever chose to operate in the money market, whether borrower or
lender, had to follow the rules of the game and to run the risk of adverse
exchange fluctuations. In this regard, the account-books of tl{e. Italian
merchant-bankers and the treatises of the moralists give such decisive and
concordant evidence that there remains no room fo-r any «doubt. The
speculative element, in the eyes of the churchmen, _]ustlﬁed exchange
transactions unless they were obviously misused. to conceal a loan:at
l%;’/‘yhel:eas-internéit:ional banking was closely tied to foreign exchange,

local banking continued the traditions established by the Genoese: ban-

cherii of the twelfth century and remainéd dn _ac1-iv"ity closql?%c‘-;bnﬁéc_téd
with money-changing. In many: céhtres; ncluding} Bar.celong;Bg_u_gcs,‘
Pisa and Venice, the: offices of the’ money-changers had be'cpm‘e local
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transfer and deposit banks which operated on a fractional reserve ratio
and extended credit to their customers by means of overdrafts. As earlier
in Genoa, transfer orders were usually given by word of mouth, but
written:assignments were occasionally accepted when a depositor was
prevented from going in person to the bank. Since deposits were only
partly covered by cash on hand, there can be no doubt that the money-
changers created fiduciary money by their lending and investing activi-
ties and that this creation of credit had inflationary effects. The volume of
bank-money in the major trading centres was far from negligible. In 1369,
total deposits of the Bruges money-changer Collard de Marke excecded
45,500 groat, Flemish, equivalent in bullion to $154,000. This figure is
impressive if one remembers that the purchasing power of money was
much larger than it is today, that Collard de Marke was only one of
fifteen money-changers, and that the city of Bruges had less than 50,000
inhabitants. One great weakness of medieval deposit banks was the pre-
vailing practice of making direct investments in business ventures, un-
doubtedly the cause of many failures. The money-changers were also
accused of driving towards debasement either by uttering current coins
above the proclamation rates or by sending bullion to foreign mints. In
order to curb these abuses, the city of Barcelona established in 1401 a
municipal bank, the prototype of the public banks which became so
popularafter 1550. In Genoa, asimilar institution, the Bank of St George,
was chartered in 1408 in the hope that it would be able to stem the steady
rise of the gold florin. As this attempt proved a failure, the bank was dis-
solved in 1444 and not revived until 1586. According to the first balance
sheet (1409), total liabilities, chiefly deposits, exceeded 50,000 florins or
more than $200,000 at the present valuation of §35 per ounce.

In the fifteenth. centuty, the malpractice of the money-changers and
the numerous bank failures caused the public authorities to adopt an in-
creasingly hostile policy. In the Low Countries the dukes of Burgundy,
eager to preserve the stability of their currency, practically abolished .
banking in their dominion by forbidding the money-changers to accept
deposits and to make payments by book-transfer for the merchants. In
Venice, a series of bankruptciesat the end of the fifteenth century brought
the private banks irito disrepute and eventually led to their:elimination.

To the sedentary merchant of the Middle Ages, news about market
conditions arid business prospects in other places was of vital importance.
He depended on such' information to make his decisions and his fore-.
casts. Of course, it was to'his advaritage not to send any goods to 4 place

where they werelikely to bea gliit on the market. On the other hand, he

was on-the lookout to benefit from any increase in the demand. One.can

understand, for example; the disappointment of a Lucchese silk merchant

whoseBarcelona correspondents notified him too lateabotita prospective
H B

Lazd




98 ORGANIZATION OF THE MAILS

wedding at the Court of Aragon. According to the merchant manuals,
the money market, in particular, was sensitive to Teports fro;n. gbroad
and the exchange-rates responded quickly to the trends prevailing else-
where. The impottance of news was so great that un;crupulous specula-
tors sometimes reaped large profits by spreading false rumours or with-
holding intelligence received by special messengers. .

In these circumstances, an efficient organization of the mails was an
imperative necessity. In the absence of any public service, the merchants
were forced to take matters into their own hands. ‘Already in 1181, a
treaty between Lucca and Pisa provided for the free passage thxqugh
Lucchese territory of the Pisan couriers travelling over the via francigena
and carrying the scarsella of the fairs of Champagne. More than a century
later, the existence of a similar service is -mgnuonedvby Pegol_otu, who
even states that the arrival of the scarsella regulates the maturity of the
bills of exchange issued at the fairs and payable in-Genoa. Giovanni da
Uzzano in his manual (1442) gives the impression that the piazze, or
principal trading centres, were all connected by a petwork of regular
tails. This information is confirmed by the Datini-and other business
Jetters which mention the scarsellaso frequently thatit must be gons1dercd
as a well-established institution. At first, the word séafsglla apphed or}ly to
the mailbag, but this meaning was soon extended to the private mail ser-
vice organized by the merchant communities in the chief trading centres

f western Europe. - : - R
° The only docEment which sheds any light on the organization of the
scarsella is a Florentine statute of 1357. It revealsthat f.he scarsella of Avi-

gnon was organized under the auspices of the mercanzia, ot merchant gﬂq,
by a group of merchants having correspondents at the papal coutt. This
group elected bi-monthly two masters of the scarsella whose duty it was

to hire the fanti or coutiers andto collect and distribuite the mail. The ser-

vice was Limited to members, and it is not clear whether postal charges
were collected by the couriers or by the masters of the scarsella. The let-
ters were apparently carried in a sealed pouch which was opened only' at
destination. When, in 1382, the scarsella of Bruges was diverted from its
usual route to one crossing Milanese territory, the Lucchese Republic
asked the duke of Milan to let it pass without bieaking any seals or in-
ing any bags. : D
spigclzlogrdin}ig togthe Datini letters, the scarsella of the Catalans left Bruges
for Barcelona twice a month, and probably cartiedalso the mail for Paris
and Montpellier. - Although Uzzano’s manual:states that the"trip. was
made in nineteen.or twenty-days, in fact it usually took from twenty-
two to twenty-four days. Despite the numerous es i ;
records, there is -almost nothing -on the: scarielli save one inadequate

article. Historians dealing with-the: history:of the postal service: f_h‘aye-

erous references ‘in business
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devoted all their attention to the courier service of the princes, but the
mail services of the merchant communities might better repay detailed
study.

This is not the place to discuss the polemics that have raged about the
origins of premium insurance. In the present state of research, the first
unquestionable examples are found in some Palermo notarial contracts
dating from 1350 and relating to shipments of grain from Sicily to
Tunis. In one case, the underwriter receives a premium of 18% and
assumes explicitly all risks arising from an act of God, from men-ofiwar
or from the perils of the sea. Among the Palermo contracts, there is also
one covering not the cargo but the ship itself with all its tackle and ap-
parel. The premium is 14% for a voyage from Palermo to Tunis with
two or three calls at other Sicilian ports; no deviations are allowed except

in an emergency.

Since Palermo was a secondary centre, and since some of the under-
writers were Genoese, it may safely be assumed that premium insurance
was known prior to 1350 in Genoa, Pisa and perhaps Venice. In Genoa,
however, insurance contracts continued to be disguised under the form
of a mutuum, or gratuitous loan, and later of an emptio venditio, or sales
contract. This practice may be due to the influence of the decretal Navi-
ganti condemning the sea loan, although the moralists from the start were
disposed to consider insurance as a contract made valid by the risk in-
volved. Whereas, in Genoa, insurance contracts were entrusted to notar-
ies, a different practice prevailed in Pisa and Florence where policies were
drafted by brokers and circulated by:them among prospective insurers
until the risk had been completely underwritten. - :

- Premiums varied'a great deal according to-circumstances and seasons,
but they-were as a rule much lower on galleys than on round ships. In
1454, the rate was only 3% on a cargo shipped from Sandwich to Venice
on board the' Venetian galleys: In.the same year, the premium charged on
a shipmient from Venice to Sluys; the seaport of Bruges, by an ordinary
nef was as high as 11%. Séme merchants even considered the Venetian
galleys so safe that they deemed it unnecessary to take out insurance, but
limited their risk by not ‘adventuring’ more than a certain sum in a single
bottom. Large shipments were divided as much as. possible among
several galleys. Since medieval merchants were used to assuming risks,
shipments:were rarely insured for more than half their value or evenless.

Despite high premiums charged by underwriters, the insurance busi-
ness was not especially profitable. ‘According to his records, Bernardo
Cambi, a Florentine underwriter of the fifteenth century, paid out more
in claims than he received in premiums: Presumably the business was
highly comipetitive: Another trouble-was that insurance lent itself easily
to fraud:: Ships were sometimes deliberately shipwrecked in order to
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claim insurance for goods that were not even on board. It also happened
that shippets rushed to take out insurance after they had received secret
intelligence of a disaster. Such frauds still gave rise to complaints in the
sixteenth century. It is only much later that their perpetration was made
more difficult by the organization of Lloyd’s.

Although uncommon, overland insurance was not unknown in the
fifteenth century. On the other hand, the lack of statistics did not permit
the establishment of life insurance on a secure basis. It was still undistin-
guishable from pure wagers. : S

A significant development in the matter of insurance was the building
up of uniform customs and rules of law. This situation was undoubtedly
favoured by the diffusion of Italian business methods and practices all
through the Levant and western Europe. Even the Bruges court often
consulted leading Italian residents regarding the law merchant before de-
ciding cases involving insurance, bills of exchange or other matters.
Codification of the prevailing rules did not start until 1484 when the
Barcelona customs on marine insurance were framed into a statute,
printed in 1494 together with the Libro del Consolat del Mar, 4 collection
of sealaws. This publication exerted greatinfluence on similar legislation,

In the field of merchant shipping, the most spectacular development
of the fourteenth and fifteenth centuries was the creation of regular lines
of galleys from Genoa and Venice to the Levant and to the West. In
Venice at least, these galleys were state-owned, but they were chartered
to private individuals who operated them at their own risk. The Senate,
however, accepted bids only from Venetian nobles with experience in
shipping affairs and sufficient financial backing. After approval of his

appointment by the Senate, the-master or patronus received permission to
set up his bench (ponere banchum) in the Square of St Mark’s in order to en-

rol his crew. He usually began by hiring a nauclerius or mate who'was -

trained in navigation. Then came the second mate, the scrivan, the barber-
surgeon, the chaplain, the bombardiers, the archers, the caipenters, the
cooks, the trumpeters, the helmsmen, the sailors and, finally, the crowd
of oarsmen; who, in Venice, were free men and not galley slaves. Itis true
that these wretches belonged to the scum of society and were chiefly re-
cruited among the Dalmatians and Albanians who flocked to Venice in
quest of a pittance. A large merchant galley carried a crew of 300 men.
As cargo space was consequently rather limited, the galleys were not
suited for the transportation ‘'of bulky goods of low value, but cartied
spices, silks, wool, cloth and other luxury products that could bear high
freight charges,- : :
Although' the patronus, on board his galley, was master after God, he
was accountable to the Senate and subordinate to the authority-of the
captain, a goveinment appointee; ‘who was in command of the entire

T
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fleet or muda. The galleys were expected to navigate in com ‘
iznilﬂ c;c;l; oth:eir ilpport, if attacked. Freight ratesgand wages vl‘alzrrlz s?rli((i:t?))'
e rgious tr;{?ﬁh_t e patrunu:s who failed to comply could get himself into
In good years, Venice sent out several fleets: twelve galleys, i
g]e;;s, to Syria and Alexandria, four to Constantinople, 2(i"ouryo;t 1élvtev";g
ders and England and two or three to Barbary. The Flanders galleys
usually went straight to Sluys or Zeeland and called at Southamp%on o};
the homeboqnd voyage. In the fifteenth century, Florence, after con-
quering Pisa in 1406, entered into competition with Venice and Genoa
and sent galleys to Flanders and the Levant (1422-78). Documents of this
period likewise mention the Ferrandine galleys of Naples, the Catalan
galleys of Barcelona and the French galleys of Narbonne, For 2 short

Andrew’s cross raguly of Burgund , but were o ici
with Flore.ntine crews. Even l’igdwa?:’d IV, in ordgte rta:)te;}rlo)igiz gscgla:;
trade, equipped a ship, not a galley, which made trips to Porto Pisano
and is called in medieval records “The nef of the King of England’. This
was the first dent in Italy’s dominant position in the Mediterranean érade.

for the galley fleets. Their regular visits brought animation t
_ ‘ i ; o th
El;ldlga\ée 1t a cosmopolitan atmosphere qml'ltge exceptional in m:dti(z:‘:ﬁ
ffb and. Since Southampton’s prosperity depended upon the presence
of the Italians, they were welcomed by the townspeople; and anti-alien
feeling, despite occasional brawls caused by the turbulent crews of the
galleys, was far less virulent than in the city of London, where it was
?hutturefi by the rivalry of the Staplers, the mercers and the grocers. With
e passing of the galley fleets early in the sixteenth century, Southamp-
it:l)ntil too, declined as an outport of London, to regain its ptc;sperity onfy
31;131116;1 (I;u]l':::éisc,nth century by becoming the terminus of the great trans-
The Italian colonies in the Levant have already bec i ;
were firmly established before 1300. Since thei}; oe:;a:ilzerél:;l Cc%azhzg
little during the four‘teenth and fifteenth centuries, there is no need togre—
turn to the same subject. In Bruges and London, however Italian colon-
1es were not founded until after 1300 and they never atta’ined either the
size or the autonomy of the settlements in the Levant. These colonies in
the north were also placed under the authority of a consul whose duty it
was to settle any disputes between his nationals, to protect them against
any arbltrary acts of the local authorities and to guard against any %iola-
:;lfenl-_gf:lh:c.}gsung trade privileges. The consuls were either elected by
esidents (as in the case of the Lucchese) or appointed by the
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ent (as in the case of the Florentines and the Venetians).

lﬁ?l?;i}%: ;ﬁiﬁﬁhe c(olonies participated in social and religious afctlvmes
at which attendance was compulsory for the members. To de gay ex-
penses, a tax called consolaggio was levied on all exchange and com-
modity transactions. In London, toward the end of the fifteenth centur)zi

the Florentines were taxed at the rate of one-twelfth of a penny peri1 pm(lhx}

sterling on exchange, a penny half-penny per pound 021 lmer;lﬁa;ll si

and one-eighth per cent on insurance. In addition, each gf ey calling a
Southampton was supposed to contribute a lump sum of £ IdO dsit?rhgg
—chargeable to general average. On the ga]leys;thg cargo, ina Sic:il to
paying freight charges, was assessable for ordinary and extraordinary
aV%r;g}f-in Bruges and in London, the Italian colony was divided into
several ‘nations’, each headed by its own consul: Nevertheless, thcgl:onge—
times presented a united front when common interests were at s : e. So,
after the anti-alien riot of 1457, all four I‘tahan nations’ in Lonbon got
together and signed an agreement by which they threatened to boycott
the city and to remove their residence to Winchester. The threat wasgot
carried out, but if it had been it might have causcd a serious slump_‘.i thne
should not forget that the Italians controlled the money market and that

English merchants depended upon them for creditaccommodation.

The official register of the consulate.revca’ls that,';{l 1377, ‘.there were 1?1
Bruges about forty-six Lucchese residents, not ¢sunting Womeg 31;)
children. In the next century, this number dropped to twelve, no O‘tlh t
because of the decline of the Lucchese silk industry. According tg. e
chronicle of N.. Despars, in 1468 abouj: 175 Itahan. me;q_hants Waufme a
parade at the celebration of the marriage of Chatles the Bold and Mar-
garet of York, sister of Edward IV. This number comprised 103 Genoese

and Milanese, 40 Venetians, 12 Lucchese and 22 Flotentines; these figures -

1sible and probably not far from the truth. o
31?111;112 lIlz)aham éblc?ny in Lgndon was smaller than the one in Bruges. Tt is
doubtful if it ever exceeded 100 members. Apart _Ero:g size, an 1mPc1>1_rt_
ant difference is that the Italians were welcomed m‘Brug_es? ‘but that th ey
were hated in London. The explanation isno doubt. that,in Ij"landers, , heg
did not compete with the natives, since the Flemish carrying trade ha
been eliminated long ago. In London, on the contrary, the Itghg.n; Welz
inkeen competition with the English merchants;foreach of thetwo r:lv :
groups sought to exclude the other from theiw,pol :;.nd'r.hest%lcc(:1 trades.
Moreover, pamphleteérsaccused the “Lomb"atds of pussuing the clitrucf-
tion of the realm by carrying out England’s valuable wool in exchange

for apes, trinkets, sweet wines, velvets anid other superfluities. Finally, the -

. . I DA : i . N 1z FTRSI (P dVieWed
‘Englishitraders resented being dependent upon Ita?han,f:gplgatl and viewe,
thcge;chﬁhge business—which they didnot undgrsﬁand—-—wuh profound
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suspicion. This attitude found its expression in legislation, such as the
Statutes of Employment or the hosting law of 1430. Hostility against
aliens in general and exchange-dealers and bankers in particular still
pervades the writings of the mercantilists in the sixteenth century. It
would be a mistake to overlook the fact that the prejudices of these early
economists had their roots in the past. ,
This description probably gives a distorted picture of business organi- .
zation in the Middle Ages by stressing the optimum, and neglecting the
fact that it was not typical and that it was achieved only in a few major
centres. The trouble is that the organization of local trade has yet to be
studied. None the less, a recent work on Toulouse makes it possible to put
the picture into better focus. :
. Toulouse, in the fourteenth and fifteenth centuries, was a secondary
centre which revolved in the orbit of Barcelona and Montpellier. Be-
sides, the town had connections with Bordeaux to the west and with
Paris to the north. Early in the fifteenth century Toulouse was also in re-
lations with the distant fairs of Geneva which, during the troubled reign
of Charles VI, had supplanted Paris and risen to the rank of an inter-
national market for commodities and a clearing centre for bills of ex-~
change on all places.

In Toulouse, there were no branches of the great Italian companies,
although an occasional Ttalian makes 2 fleeting appearance in the records,
The only ones who left any traces were the Florentines Otto Castellani,
who was for some time collector of the king’s revenue, and his partner,
Jacopo Medidi, who engaged in money-changing. The latter is possibly
the same as Jacopo di Bernardo d’ Alamanno de’ Medici, a distant cousin
of the historic Medici, who was living in Florence in 1498 when he was
chosen gonfaloniere. By various and sundry means, including magic
spells, this Castellani is said to have caused the downfall of Jacques Ceeur
in order to'succeed him as argentier or minister of finance. Castellani him~
self came toa bad end and died in prison where he was held on charges of
sorcery and fraud. His partner, Jacopo Medici, in 1459, obtained a pardon
for murder, perjury, usury and other crimes committed at the instigation
of Castellani. ‘

For the most part, the trade of Toulouse was in the hands of Tocal mer-
chants who wereno more specialized than the Italian companies, but who
took advantage of any bargain offering profit opportunities, One of the
main articlesin which they dealt was fine cloth from Flanders, Brabant;
Normandy and England. It was worn by the upper classes in preference

- to the cruder product of the local industry. English cloth was imported
~ by way of Bordeaux and broughtto Toulouse by merchants from Béam,

who exchanged it for woad. grown abundantly in the Garonnc.valley.
Among the Flemish woollens, those ‘o\f Courtrai and Wervicq were the
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most popular, but the demand fell drastically after 1400, while the
English textiles gained ground. On the other hand, Norman cloth, es-
pecially that of Montvilliers and Rouen, retained a steady market
throughout the period from 1350 to 1450. To fetch these luxury goods,
the merchants of Toulouse maintained factors in Paris or sometimes went
themselves on trips to Flanders or Normandy. Italian silks and merceries
were chiefly bought at the fairs of Pézenas and Montagnac, near Mont-
pellier. The Toulouse merchants either visited the fairs themselves or sent
their factors. Apparently, the fairs of Pézenas and Montagnac played in
southern France the same role of regional distribution centres as the fairs
of Antwerp and Bergen-op-Zoom in the Low Countries. They attracted
the merchants from the hinterland who came there to sell their native
commodities and to buy supplies of spices and other exotic products.
According to an Italian manual, extant only in manuscript form, Tou-
louse exported cheap local woollens and found an outlet for them at the
fairs of Pézenas and Montagnac, while importing at the same time the
fine and high-priced cloth mentioned above. ' '

Not only was diversification the rule, but there existed no clear dis-
tinction between wholesalers and retailers. The Toulouse drapers sold by
the ell as well as by the piece. According to the inventory of a deceased
mercer, his shop contained 2 wide assortment of goods: Italian silks, bro-
cades and velvets; Dutch linens and other fabrics; a variety of liturgical
vestments (copes and chasubles), all ready-made; seat and bed covers;
caps, purses, decorated belts, mirrors, rosaries and trinkets of all sorts.

The book-keeping of the Toulouse merchants did not reach a high
level, but was probably adequate for their purpose. Double entry was
entirely unknown, but records were more or less systematically kept. If
the account-books of the Brothers Bonis in Montauban (1345-65) are

at all representative, the merchants of southérn Frarice used a ledger for -

receivables and payables as well as other books. The only surviving frag-
ment of mercantile book-keeping in Toulouse is represented by four
folios which show that the mercer Jean Lapeyre (T1442) kept some kind
of pérpetual inventory of his stock of textile wares. -+
Because of the chronic shortage of currency, barter arrangements were
common and credit was ubiquitous: The money-changers accepted de-
posits, but it does not seem that payments were frequently made by trans-
fer in bank. There was no organized money market in ‘Toulouse, and
bills of exchange were used only to a limited extent. The:money~
changers did, however, sell drafts payable at the neighbouring fairs of
Pézenas and Montagnac and even made arrangements for the transfer of
funds to Rome or Avignon. R P M T
 Since the Toulouse merchants did not operate with corresporidents in
other places, they were still forced to'travela great deal'or to-send ’ogt
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their factors. Usually they had ceased to accompany their own goodsand
instead used the services of wagoners or mule-drivers who were chief}
Basques. ' Y
A few merchants, favoured either b i i
w , y good luck or by superior busi-
rtllfss ability, founded unglamorous dynasties of country squﬁcs, such as
¢ Ysalguier. On the whole, the picture is far from rosy. Trade was re-
feateglz a(f%st}lllrbed by virlars,» epidemics and dearths. In 1442, a fire des-
royec the town. The whole century from 1350 t
stagnation, if not of economic declin:.lry 3500 Tds0was one of

IV. The Ofrganization of the Hanseatic and English
Trade ' ’

The Mediterranean and the Baltic trades during the Middle Ages had
hardly anything in common, save for one striking analogy: both were
dominated by the merchants of a single nation, the Italians in one case
and the Germans in the other. The grip of the Hanseatic League on the
Baltic trade was even tighter than the control of the Italian cities over the
Mediterranean area. Moreover, the Italian city-states were sometimes
deadly rivals, whereas the Hanseatic towns were nited in one powerful
league.

In the Mediterranean, Italian sca-power was far from negligible and
was actually used to back up economic demands or to defend existing
privileges. Beyond the Straits of Gibraltar, however, the [talian republics
no longer had any power, and their economic hegemony rested ex-
clusively on superior business organization. They had to maintain them-
selves by peaceful means and could not, as did the Hanseatic League on
several occasions, resort to boycott, blockade or privateering. Thus the
Hanseatic cities, in 1358, ordered their merchants to withdraw from
Bruges and not to trade with Flanders until they had obtained a satis-
factory settlement of their grievances. Trade relations were again broken

off between 1436 and 1438. This rupture was followed by a blockade of
Holland (1438-4x), which proved to be a boomerang and harmed the
Wendish towns more than it did their enemies. In a clash with England
from 1469 to 1474, the Hanseatic League engaged successfully in naval
watfare. It is during this campaign that a Danzig privateer captured one
of the Burgundian galleys which had on board Memling’s Last Judgment
painted for Angelo Tani, the Bruges manager of the Medici bank. At an};
rate, the League obtained from Edward IV the restoration ofits old privi-
lcggs- and succeeded in' halting for many years the penetration of the
English merchants into the Baltic. As- these cases show, the consistent
policy of the League, and éspecially of Liibeck and the Wendish towns,
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vwas to preserve its control over the Bal.tic trade against any intruders. In
the absence of superior business techniques, this monopoly was main-
tained by force if necessary.
A characteristic of the Mediterranean area was the great number of
focal points from which trade radiated in all dlr‘eg\qons, but the Baltic
region presented quite a different picture. Hanseatic trade extended along
a single axis with its centre in Liibeck and two arms: one stretching out
west to Bruges and London and the other, east to Riga and far-away
Novgorod. Only one important off-shoot branched off to Bergen in
Norway. This situation was not without a considerable repercussion
upon business organization. It enabled the Hanseatic merchants to get
along with less elaborate machinery than the Italians. In general, con-
ditions were more primitive in northern than in southern and western
Europe. Urban life was not as well developed: even the largest towns,
like Cologne for example, had barely 40,000 inhabitants, whereas
several Italian cities, including Genoa, Florence, and Venice, had more
than 50,000.In the north, too, the value of trade was smalllm comparison
with the south, and the principal products of the area, with the possible
exception of furs, were relatively low-priced and bulky commodities.
These factors explain to a large extent the great structural difference be-
tween Hanseatic and Italian trade. It is not surprising that business
methods were less advanced in the Balt:i(;1 regiocr; and still forced the mer-
r his factors to be constantly on the road. - ‘
Cthl,I;tr;e companies with many bra}trlches; such as those of the Bardi or the
Medici, were entirely unknown in Hanseatic territory. The md1v1dual
merchant trading on his own was still in the centre of the stage. To be
sure, partnerships did exist, but they were more orless temporary associa-
tions in which two or three merchants joined forces for a specific and
limited ‘purpose. Some of these contracts were occasional partnerships
formed fof 2 single venture only, but others were of longer duration and
might even continue year after year. All these contracts had the common
feature of being well suited to the persistently colonial character of the
‘Hanseatic trade. ’ , —_— N )
Prior to 1300, the expansion of German commerce a.long the‘Baluc
coast wasan important aspect of the great movement which led the Ger-
fans to colonize the Slavic lands beyond the Elbe. In the fourteenth and
fifteenth. centuries, such towns as Riga, Dorpat or Stockholm were still
German settlements ruled by mierchant families which maintained close
connections with their ancestral homeland. S :
- Among the occasional parmerships the most typical were the Sendeve
and the Wederlegginge or societas vera. The former had some similarity
 withithecominenda, but was not quite the same: Perhaps it came ;losc; to
being an’ agency contract, since it involved:the purchase or the:sale of a
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stock of goods by a sexvant (Knecht or Diener), a fellow-merchant, or an
innkeeper, according to the instructions of a principal who assumed all
the risks of the venture. It made no difference whether the agent travelled
along with the goods or whether they were shipped without being ac-
companied. The agent was apparently entitled to a commission or a fixed
remuneration, but it does not seem that he shared in either the profit or
the loss. In the fifteenth century, it happened frequently that an agent was
commissioned by several principals. The Wederlegginge (High German
Widerlegung), like the Sendeve, was a contract limited to a single venture.
Usually, it involved two partners: one who supplied the funds and the
other who conducted the business and usually went on a trip abroad.
However, there are examples of both investing money in equal or un-~
equal amounts. The managing partner usually dealt in his own name
without revealing the name of his associate. With regard to the division
of profits, there existed, apparently, no fixed rules such as there were in

Genoa. The law of Liibeck, in the sixteenth century, stipulates that man-
aging partners with no investment are to share in the profit onlyand not

in the loss. But they are not entitled to any reward for their trouble. This

rule may have been a late innovation. In southern Germany, the Weder-

legginge was also known, but under the name of Fiirlegung.

By far the most typical institution of the Hanseatic trade was neither
the Sendeve nor the Wederlegginge, but the so—called gegenseitige Fern~
gesellschaft, or mutual agency partnership. It was usually an informal ar-
rangement whereby a partner in one place and a partner in a different
place, let us say one in Liibeck and the other in Riga, agreed to actas each
other’s agents and to sell reciprocal consignments at a common profit.
Such an arrangement was not necessarily temporary, but could last for
years on end. It was well adapted to the needs of the Hanseatic trade
which, as already mentioned; moved along a single axis. Such'a Fern-
gesellschaft bad neither its own capital nor its own style. The agreement
remained concealed to outsiders, since each partner acted in his own
name. As there was no central book-keeping, each kept his records ac-

-~cording to his own system, a practice which led to many disputes when

accounts failed to agree. Neither partner had any authority over the
other and distance prevented frequent consultation. There ‘were no
means of control, and the arrangement rested to a large extent, if not ex-
clusively; on confidence and business integrity. These drawbacks were so
serious that they became a frequent source of litigation, especially since
the Hanseatic¢ merchantshad the bad habit ofletting years go by without
settling accounts. ' With their rudimentary methods of book-keeping,
discrepancies and:errors were bound to occur and lead to all sorts of diffi-
culties: Tn-one laté instance (1507-23); involving a merchant residing in
Reval and another in Liibeck, no settlement was made for sixteen yeats.
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Representation abroad could also be secured by sending factors or by
using commission agents. Reciprocal agency without profit-sharing, as
in the case of the Ferngesellschaft, was also common. Some merchants
used Lieger or resident factors. The most prominent of these was the
Lieger or permanent representative of the Teutonic Order in Bruges.
Those who had no satisfactory connections in other places had to go
abroad themselves, since it was not customary to place orders by cor-
respondence or to buy goods without previous inspection.

How prevalent travelling still was is revealed by the widespread use of
such expressions as Bergenfahrer, Flandernfahrer or Englandfahrer, which
designated merchants trading with Bergen, Flanders or England. Since
Fahrer in German means ‘traveller’, it is clear that these merchants were
so called because they were constantly journeying to these places.

Historians of the Hanse insist a great deal on the fact that, during the
fourteenth and fifteenth centuries, Hanseatic trade tended to become
more sedentary because of the growth of business by correspondence
(Schriftlichkeit),. so that merchants were cnabled to direct their affairs
from the counting-room (Scrivekarmere). Such a trend undoubtedly ex-
isted but it was carried much farther by the Italians. '

In order to illustrate this point, let us take the situation in Bruges,
which lends itself admirably to comparison, since both the Italians and
the Hansards, or Easterlings, had establishments there. Since the Italian
companies had permanent branches, their branch managers and their

factors were also permanent residents. If they were married, they lived
in Bruges with wife and children. For example, Tommaso Portinari, the
local manager of the Medici bank, resided in Flanders for more than half
a century from the time that he came there as a young office boy (1439)
antil he withdrew from business in 1496. In 1470, at the age of forty-one,

he brought his young wife to Bruges, where he reared his family. Cer- -

tainly, Portinari visited Italy from time to time for conferences with the
maggiori or senior partners and for vacations with relatives and friends;
but while retaining a great attachment to the country of his birth, he
became thoroughly assimilated into the Flemish environment. He was a
member of the council of the duke of Burgundy. He certainly knew
French and perhaps evena smattering of Flemish. Of course, the Medici
employees and the other Italians did not stay in Bruges without ever
passing through the city gates: they rode on business to Calais, made
trips to the anchorages in Zeeland and visited regularly the marts of Ant-
‘werp and Bergen-op-Zoom. These. short trips in the neighbourhood,
however, did niot alter the fact that most of the Italian merchants were
permanent residents. The same was true in London: thatis why.the host-
ing law of 1439 was a piece of reactionary legislation that was bound to
end, as it did, in'a complete fiasco. - - e i
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The situation of the Hanseatic merchants in this respect ite’
different: they were not permanent residents. The recofds, 1:2::;12111“:2
well as German, show clearly that they were constantly coming and go-
ing, riding back and forth between Bruges and their home towns. 5

In contrast to the Italians, most Hanseatic merchants stayed at the inns
or hostels and, in transacting their business, relied a great deal on their
hosts, who often also acted as their brokers. Confidence in the broker-
innkéeper was so great that the Hansards entrusted him with their mone
instead of placing it on deposit with one of the money-changers Thu);
the Hanseatic League created a stir because the city of Bruges, which was
bound by treaty to guarantee bank deposits, refused to make good an
losses suffered by German merchants because of absconding or bankru };
innkeepers. Seldom did the Easterlings live in Bruges with wife and chjli-
dren but there are exceptions, such as Hildebrand Veckinchusen (1'1426):
who rented a large house which he occupied with his family from 1402’,
to 1417. As his business was not prospering, he sent his wife and children
back to Liibeck where the cost of living wasmuch lower thanin Flanders
The case of Hildebrand Veckinchusen is exceptional in other res ects.
He tried to establish business connections with Ttaly as well as mt% the

. Baltic. Unfortunately, his plans went awry, probably because he had to

rely too much on agents over whom he had no control
rudimentary forms of business organization did not permit th?écx:;
merchant to delegate power without giving up control. In all likelihood,
Vcckmchusen f:ililed because he miscalculated risks, engaged in specula-
tive ventures with bqrrowed funds and overreached himself by under-
taking too many projects at once. Even while residing in Bruges, he was
constantly called abroad and forced to neglect one t}ung in dtde; to take
care of another. As Veckinchusen’s example shows, the methods pre-
vailing among the Hanseatic merchants not only entailed 2 great deal of
travelling back and forth, but put strict limitations on the size of the firm
Of t.he: backwardness of Hanseatic techniques, the state of rhe.book:
keeping is as good an example as any. Double-entry book-keeping, an
Italian invention, was not adopted by the Hanseatic merchants until the
sixteenth century. Prior to 1500, their system of book-keeping left much
to be desired. Payments due and owed were recorded. in the way still
used._ by small shopkeepers: there were no real accounts, but debit or
credit items were simply crossed out when paid.. Occasionally, some
space was left blank to take care of instalment payments. Because of the
prevalence of agency and Ferngesellschafien, it was also necessary to keep
record of any amounts collected or paid for principals or partners. This

“was done in 4 haphazard manner by opening a separate account for.each

lot of merchandise and recordin eipts from sales onth hand and

L ording recerptsironsales on tne-one! an
charges-;on the other. Between' the two sets of records, that is dlé méf-
. \ ; o 'y . s




II10 TECHNICAL BACKWARDNESS

chandise accounts and the personal accounts, there was little co-ordina-
tion, if any, with the result that the books. gave no comprehensive view
of the financial state of the business without going to the considerable
trouble of taking an inventory. There were also no automatic checks
which facilitated the detection of any errors or omissions. As long as the
business was small, this system was more or less-adequate and fulfilled its
purpose, but it broke down when the structure became complicated. In
the opinion of an expert, the late Gunnar Mickwitz, inefficient book-
keeping, with the resulting confusion, may well have been a contribut-
ing factor to the downfall of Hildebrand Veckinchusen. '

. Insurance is another technique which, although known to the Italians
prior to 1400, was not adopted by the Hanseatic merchants until the six-
teenth century. The first known example is an insurance policy of 1531
relating to a:shipment from Liibeck to Arnemuiden in Zeeland. It gives
the names of forty-four underwriters, but the overwhelming majority
aresoutherners with only one Flemish name and onesouth German house
(the Welsers). Not a single north German name appears on the list: Risks
were reduced by using small ships and by dividing shipments among
several bottoms. Although the Hanseatic cogs were seaworthy, the inner
route from Hamburg to Bruges was preferred to the outer route, es-
pecially during the bad season. This ifiner route went almost entirely
through protected waters: it followed the coast of the North Sea behind
the Frisian Islands, then erntered. the Zuider Zee and reached Bruges
through the waterways of Holland and Zeeland. '

East of the Rhine, there were no banking centres and no. organized
money-markets. One should nét exaggerate anid jump to the conclusion
that no-use' was made of credit instruments, but there were no regular
dealers in commercial paper, like the Italiari merchant-bankers, a situa-
‘tion’ which seriously hampered the international transfer of funds. The
formalized version of the bill of exchange was unknown, but it was re-
placed by informal bills obligatory and mandates to pay which rearly
fulfilled the same purpose. Overkopen, or paymerit by assignment, was
fairly common, but settlements in' commodities were also quite com-
mon. Despite:the scarcity of currency, Hanseatic mierchants weére com-
pelled, oftener than their Italian counterparts; tosettle debts abroad by
shipment of specie, the least efficient method ‘of transferring funds.
There are several instaricés in the account-book of Vicko van Geldersen
(1367-92); 4 Hamburg draper; who used his servants and friendstosend

gold and silver coins to Bruges in order to buy Flemish:cloth. In ‘other
cases, the account-book shows him buying assignmentsion funds placed
on deposit with money-charigers or innkeepers. Another illustration of

the difficulties connected ‘with:the transfer of funds is afforded:by: the’

trotibles of ‘the papal treasury in'Poland:: In-order to send funds to
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Avignon, the papal delegates in Cracow used the services of travellin

merchants who frequented Bruges, and invested in commodities th%
funds to be transferred. It normally took a year to remit money from
Cracow to Bruges. From there to Avignon, the Italian merchant-
ba.nkers.made the transfer by remittance in a few days. In general

Hanseatic business methods were backward as compared with those of
the Italians. Prior to 1500, there was a lag of at least a century between

the two. It is only in the sixteenth century that the Hanseatic mer~

;ﬁtﬁeti%_m to improve their practices and to bring them up to the

From an early date, the name ‘hanse’ was given to associations of
Eravel]fng merchants frequenting a foreign country. Thus the Flemish
hanse’ of London was an association of merchants hailing from different
Flemish towns and making regular trips to England. Members paid dues
which were also called hansa. The purpose of such associations <yas of
course, to provide collective protection in foreign lands, to secure trade
pnvﬂeg_es, if possible, and to watch over the strict observance of those
already in effect. :

Originally, the German ‘hanse’ was an organization of the same
which grouped together the German merc%xants frequenting Visbt)}r,.lc))?;
the island of Gotland (teutonici Gotlandiam Srequentantes). Similar associa-
tions were later founded in London, Bruges and Novgorod. In the be-
ginning the Hanseatic League was, therefore, not-a league of cities. It
grafigally grew out of merchant corporations and it never became a
political federation, but always remained a loose alliance. of German
towns for the defence of common economicinterestsand exclusive privi-
leges. The expression ‘German hanse” itselfwas not used until 1358, when
the delegates of the German towns assembled in Liibeck to adopt 2 cotn-
mon policy in response to-alleged violation of the privileges enjoyed by
the German merchants trading in Flanders, In Liter years, those reunions
were held regularly, and -the Hanseatic League was thus transformed
from a merchant gild into a confederation of towns,

In the fourteenth and fifteenth centuries, the four major establish-
ments (,Kontore) were St Peter’s Court (Peterhof) in Novgorod, the
anlge (Briicke) in Bergen, the Steelyard (Stahlhof) in London and
the ‘German Merchant’ in Bruges. There were also smaller outposts:
Stockh(?lm,‘V isby and Hull. The German towns in the dominions of the
Teutonic Order, such as Danzig, Dorpat, Konigsberg, Reval and. Riga,
were actually members of the Leagtie and not outside trading posts. Most
north German and Westphalian tGwns belonged to the Leagie, and so
did Cologne. It also included Dutch townseast of the Zuider Zee suchas
DCVcntcr,. Groningen, Kampen and Zwolle, - . .. , e
+ :Among the four najor estéblishmc;i%s,- the one in N ovgbr,odf“isfa.s. féré
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haps the most precarious because it was locatedina totally alien environ-
ment among a sometimes hostile population. In this respect, the situation
somewhat resembled that of the Italian fondachi in Egypt or Tunis. Like
them, the St Peter’s Court, established before 1200, was also surrm_mded
by a wall, a useful precaution against any surprise attack by a riotous
Russian mob. Within the walls there was a church of the Latin rite, with
vaults used as warehouses, living quarters for the merchants and the cus-
tomary bath-house. When the vaults were filled, the merchants piled up
their goods in the church itself so that it was necessary to passa regulation
forbidding the storing of anything on the high altar. Each night the gate
was closed and no Russian was allowed to remain inside. -

No German merchant resided permanentlyin Novgorod. The Russian
traders arrived with two caravans, one in summer and the other in
winter, and departed together after a few weeks’ stay. Between cara-
vans, the Court wasnearly empty and left to the care of the porter. In the
fifteenth century, fewer and fewer merchants made the seasonal trip to
Novgorod, preferting to send their factors. To facilitate business with
the Russians, the Court provided an interpreter. Most exchange was on a
barter basis, although the goods may have been priced. Sad experience
had taught the Germans that it was dangerous to extend any credit to the
Russians. The general impression is that conditions in vagorod were
rather primitive and that business was conducted according to a certain
ritual from which it was not advisable to deviate in the least.’ »

In Bergen, conditions were less strained than in Novgorod. Neverthe-
Jess, there also the German merchants lived in a special quarter called
Deutsche Briicke, but it was not a fortified enclosure that <-:oul‘d‘, 1f neces-
sary, withstand a regular siege. This quarter formed 2 unit with its own
wharf, warehouses and lodgings. ’ B .

After 1388, the German colony in Bergen was ruled by aldermeri
assisted by a council. They had jurisdiction in civil matters, not only
over the merchants but also over the German resident: craftsmen.
Criminal cases, however, were reserved for the Norwegian authorities.
Women were not tolerated on the Briicke, but this rule el?mjnatf:‘d one
problem only to create another, since it encouraged gambling, drinking
and rough play, and it was difficult to maintain discipline among unruly
bachelors. '

The trade with Bergen was almost exclusively in the hands of the
Wendish towns: Liibeck, Wismar and Rostock. Stockfish was the princi-
pal article of trade, like herring. at-Scania. In the ¢ourse of time, the
Briicke.of Bergen became more and more a training school for young
apprentices who wete sent there by their masters to: gain practical ex-
perience. In the sixteenth century, factors formed the :majority- of the
colony; but:this trend was already in evidence earlier, as the:Hanseatic
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merchants gradually learned how to delegate power and how to conduct
business from a distance..

For the Hanse, London, although not yet a world metropolis, was far
more important than the fish market on the shore of Bergenfjord. Most
probably the merchants of Cologne were the first Germans to trade with
England. Their presence is already recorded in the early Middle Ages. At
any rate, they formed a gild, since a privilege issued by Henry Il in 1260
mentions a gildehalle possessed by the ‘merchants of Almain’. It was not
without difficulty that the merchants from Liibeck and other towns
gained admittance to this already established fraternity. It even seems
that, earlyin the fourteenth century, there existed, for a while, two separ-
ate organizations.

In London, the Hansards had their headquarters in the Steelyard, a
compound bordering on the Thames and including a wharf, a mess hall,
storehouses and living quarters. In it the Hansards lived an almost col-
legiate life under the control of their own alderman and a committee of
twelve. The members of this committee were elected by the residents;
one-third by each of the following sectors: (1) the Rhinelanders including
the merchants of Dinant in present-day Belgium, (2) the merchants from
the Westphalian, Saxon and Wendish towns, (3) the Prussians and the
German Balts. As elsewhere, the German colony was subject to the juris-
diction of the aldermen in civil and commercial matters. In addition to
the German aldermen, the members of the Steelyard were required to
appointan alderman of London as an assessor. His functions were tossit in,
as a judge, on certain cases and to act as a go-between in any negotiations
or dealings with the authorities of the city. According to tradition, the
guard of Bishopsgate, giving access to London Bridge, was entrusted to
the merchants of the Steelyard; it was at the same time a burden and a

privilege, but the Hansards valued it enough to have their right con~
firmed at the Peace of Utrecht (1474). N

Like the Ttalians, the Germans were envied by the metchants of the
city, and the friction grew worse during the late fourteenth and fifteenth
centuries as the English tried to penetrate into the Balticand to wrest con--
trol of this trade from the Hanseatic League. One justified source of com~
plaint was that the Hansards, by virtue of antiquated privileges, paid
lower customs duties than either the Englishmen themselves or other
aliens. However great the pressure put on the English government to
repeal the privileges of the Hanse, they were not defmnitely lost until the
reign of Elizabeth I, after atemporary suspension from 1468 to 1474 dur~
ing the war between England and the Wendish and Prussian towns,

In contrast to the conditions existing in Novgorod, Bergen'and Lon-
don, the Hanseatic merchants in Bruges were not confined to certain
quarters but lived in town. The Hansa,House, a magnificent structure

1 .
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with a lofty tower and lovely gothic windows, which was not erected
until 1470 upon property donated by the town, was not a residence hall,
but 4 club which also contained cellars for the storage of goods, and
offices for the aldermen. When later the Hansa House in Antwerp was
built to accommodate guests, it proved difficult to rent all the chambers,
as most of the merchants preferred to stay in town instead of being put up
in barracks. Lo ]

In Bruges, the Hanseatic merchants felt more at home than in any
other foreign country. For one thing, they did not need an interpreter in
order to converse with the natives. In the Middle Ages, Low Gerrr}an
was much closet to Flemish than it is today owing to the influence of High
German, which has become the literary language and is taught in the
schools. In Bruges, also, there was not the same antagonism as in Lon-
don. Merchant strangers were welcomed by the municipal government
and the townspeople. Since the Flemish carrying trade had died long ago,
they knew very well that they depended upon: the foreigners to bring
prosperity, and upon the Hanse especially for imports of Prussian and
Polish grain. It is true that there were some incidents _and ocgasmngl out-
bursts, but there was nothing like the chronic hostility which poisoned
the atmosphere of London. I .

The Hanseatic colony in Bruges was administered by a board of six
aldermen or elders, two for each of the three sectors, the Rhenish, the
Westphalian-Wendish and the Prussian-Baltic: After 1472 the npmber
of aldermen was reduced from six to three with an advisory committee of
rwelve. The task of the aldermen was threefold: (1) to watch over the
preservation of the all-important trade privileges, (2) to enforce the

' staplerulesand (3) to judge any suits brought by one Hanseatic merchant

against another. In Bruges, as in other cities, these casés were outside the

jurisdiction of the local courts. The staple included wool, wax, furs, cop- -

rain and a few other products which, according to treaty, could not
lr;zrl,ogought to the Swyn 11I1) Hanseatic ships without being unloaded and
offered for salé in Bruges. Besides stapelgud, or staple goods, there were
other goods called ventegud to which the staple regulations did not apply.
Such goods were allowed to pass in transit without any interference.
These staple agreements gave Bruges a considerable advantage over
neighbouring rival towns, i particular, Antwerp. Of course, the staple
rules did not apply. to goods shipped directly to England_ or Scotland
without touching the Swyn.- & .- o
As previously mentioned; the Hanseatic merchiants in Brages trans-
acted most: of their business throtigh: the innkeepers who ?ls,o‘ acted as
brokets. According to the historian Rudolf Hipke; the Flemish ‘hosteler’
~was-the mostimportant personage whom.a mierchant was:likelyito en-

counteronaitrip to Bruges. Not only didithe ‘hosteler’ provide ledging,
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but he rented his cellar to store the merchant’s goods and was usually
privy to all contracts. If necessary, he stood surety for his guests or col- -
lected their outstanding claims after they had left town. His integrity
was of the greatest importance in taking advantage of the best obtainable
price. The Italians, of course, also used the services of the brokers, but
probably not to the same extent as the German merchants. In Bruges, the
broker-innkeepers belonged to the upper strata of society immediately
below the poorterij or the rich rentiers who did not belong to any craft.

The only region which escaped either Italian or Hanseatic control was
southern Germany. International trade in this area was geared mainly to
Venice and Milan, although, after 1420, the fairs of Geneva emerged as
an important connection with other parts of Europe. '

One of the main characteristics of the south German trade is the exis-
tence of some very large companies, such as thé Great Company of
Ravensburg (Grosse Ravensburger Gesellschaff), which lasted for 150 years
(1380-1530) and is said to have equalled in size the major Italian com-~
panies. These large business units were exceptions, however, and it is
doubtful whether their organization excelled that of the Italians. One of
the difficulties is that no articles of association for any of these south Ger-
man companies have survived. In any case, the Great Company of
Ravensburg had, in 1497, thirty-cight partners. Of course, they did hot
all have an equal voice in the management. Most probably the real power
was vested in a small committee of three, one of whom was the treasurer
and chief accountant. General financial statements were not drawn up
every year, butatirregular intervals. Sometimes three, four or more years
were allowed to elapse before the books were closed and profits were de-
termined. Certainly, double-entry book-keeping was not in use, since it
was still unknown to the Fuggers in the sixteenth century. Accounts were
more systematically kept, however, than was customary in northern
Germany. The Great Company of Ravensburg was not any more

~ specialized than the Italian or Hanseatic firms. As everywhere in the

Middle Ages, diversification was the rule. Personnel was a major prob-

lem, and the correspondence suggests. that the behaviour of factors and

apprentices gave plenty of worry to the leaders of the Ravensburg com~
any. - S '

d T}kr)is general picture finds confirmation in the recently published

account-book (1383-1407) of Matthius and Wilhelm Runtinger, a

Regernisburg partnership. Its connections extended from Venice; Austria

‘and Bohemia in the east to Frankfurt-on-Main and the Low Coun-

triesin the west. The partnership’s activities were, as usual, very diversi-
fied. From a technical point of view; its book-keeping is on a relatively
highlevel, butdoesnot meet the caionsof doubleentry. = - - =7

~In order to maintain their control'of the overseas trade, the Venetians
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subjected the south German merchants who visited Venice to strict
supervision. They could not stay where they wished, but were forced to
take 2 room at the Fondaco dei Tedeschi, a special hostelry maintained by
the Venetian Republic and managed by a superintendent accountable to
the Senate. The visitors were allowed to import only the products of
their own region—and not any English or Flemish cloth, for example—
and to purchase spices and luxuries brought by the Venetians from over-
seas. To prevent any evasion of the regulations, all business had to be
transacted through sworn brokers and interpreters. This draconian sys-
tem was not without compensation for the Germans, since no Venetian
was allowed to compete with them in their own territory. In other words
the trade between Venice and south Germany was entirely in German
hands, and any infringement of this monopoly was severely punished.

On the organization of English trade, a number of studies, among
others those of E. M. Carus-Wilson, M. M. Postan, Eileen Power, L. F.
Salzman and George Unwin, are available and easily accessible in any
college or university library of the English-speaking world. Since it is
impossible to do full justice to the subjectina few paragraphs, the ensu~
ing remarks are merely intended to emphasize for purposes of compari-
son certain peculiar aspects of the English trade. .

Since no account-books have survived for this period, with the excep-
tion of the memorandum book of Gilbert Maghfeld, one must rely for
information concerning the internal organization of the English firm on
the Cely and Stonor business correspondence and on casual references
in official documents and court records. There were some substantial
English merchants doing a large volume of business, but they operated
with only a few factors and apprentices.

Partnerships were fairly common, but there existed no firms with a
network of branches even remotely comparable to the great Florentine
.companies. English merchants frequently ‘committed’ goods to servants,
factors or other merchants to be sold either on a commission basis or
according to a profit-sharing scheme. It also happened that investors

‘entrusted’ money to someone ‘to merchandise therewith’ and to give

them ‘a parte of the encrece’. Such a contract, of course, resembled the
Ttalian deposito a discrezione and the difference between it and a loan was
sometimes hard to draw. English merchants concluded occasional part-
nerships in which they bought ‘certain merchandize’ in common. These
arrangements, consequently, applied to a single venture, but they were
frequently renewed: no sooner was one liquidated than the same partners
embarked on another. In England, there also: existed partnerships of 2
more permanentnature in which the partners operated together ‘on joint
stock”. The Cely brothers after their father’s death formed sucha partner-
ship. As élsewhere in Europe, vessels were ofteriowned by several share-
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holders, but chartered to one master who assumed command and respon-
sibility for actual operation.

. In contrast to Italy, where the civilians developed a body of doctrine
designed to differentiate between the partnership and other forms of con-
tract, clear legal and terminological distinctions failed to emerge in
England, probably because of the pragmatic character of English law. In

most cases, the only remedies available at common law were the action

of debt and the action of account, by which a creditor could sue a deb-
tor for not rendering account of the money or the goods entrusted to the
latter’s care. With reference to mutual partnerships, the English law did
however, recognize at an early date that merchants trading togethe;
were jointly and severally liable for common debts.
_ In the fifteenth century, the English may have known about marine
insurance, but they found no need to insure on short cross-Channel trips.
Double-entry book-keeping was probably introduced prior to 1543, the
date of Hugh Oldcastle’s text-book, the first on the art of book-keeping
after the Italian manner; butitis doubtful whether the English had made
any effort before 1500 to master this art, although it was assiduously prac-
tlsed_ in the counting-houses. of Lombard Street. Around 1450, the
English merchants were beginning to make extensive use of the bill of
egchange, whether in the form of a draft or a promise to pay; but they
still preferred bonds or obligations and more informal bills of debt
which, beyond the seas, circulated from hand to hand without formality.
Tn England itself, the position of the bearer was still uncertain at com-~
mon law, although the mercantile courts were more willing to provide
a remedy. The Italian merchant-bankers adapted themselves to English
practice, and the ledger of the firm Filippo Borromeo & Co. in London
(1436~9) shows that they made advances on bills obligatory payable to.a
certain person ‘ot the bearer thereof’, which was contrary to Italian
usage. ' '
The English trade owes its originality less to the retarded adoption of
Italian business procedures than to a set of unique institutions, which pro-
tected it very effectively against the inroads of foreign competition. This
was especially true of the export trade, which was to alarge extent con-
trol.led by native merchants, whereas the Italians seem to have retained
their hold on the importation of spices, merceries and other products.
Their control was, however, by no means absolute; and the London
mercers and grocers frequented Bruges in order to replenish their stocks.
Nevertheless, by and large, the export and the import trades were in
different hands. This situation still prevailed in the sixteenth century
with the result that, in the money market, the English merchants were
usually takers or sellers of bills in Lombard Street, but deliverers or buy-
ers of bills in the Low Countries, where, after collecting the proceeds of

®
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their exports, they had funds to transmit to London. The Cely papers
(1475-88) give evidence to the same effect: they are full of complaints
about the harm done to the Staplers, or wool exporters, by the rise of the
English noble. This was quite hatural; since they had money coming to
them on the continent, the rising exchange was disadvantageous to
them because they received less in English currency for the same amount
of Flemish money.

Besides the divorce of import and export trade, an important char-
acteristic of Enghsh commerce during the fourteenth and fifteenth cen-
turies was that it was confined to the Channel and the Bay of Biscay.
Consequently, only short distances were involved. Although one of the
two trading companies called itself the Merchant Adventurers, the ad-
venture, if any, was not very great. Moreover, the current of trade fol-
lowed well-known chantiels, so that an expenenccd merchant did not
run undue risks.

Another distinctive feature of Enghsh trade was that it was strictly
regulated by the trading companies. Although each member traded on
his own, he had to comply with the regulations which tended to lessen
considerably the degree of competition by price-fixing, quotas and allot-
ment of shipping space. In the fifteenth century, the trading companies
were two: the Fellowship of the Staple and the Merchant Adventurers.
They specialized respectively in the exportation of wool and of cloth, the
two principal articles of export. -As the exports of wool were steadily
falling and those of manufactured cloths steadily rising, the Merchant
Adventurers were mewtably gaining grotnd to the detriment of the
Company of the Staple. "

To complete the sketch, it should be added that, for fiscal and political
reasons, the trading companies received the strong support of the English
government. Home staples for wool tended to cut out the English from
the carrying trade, but staples abroad had the opposite effect of eliminat-
ing the foreigner and of placing the carrying trade under the exclusive
control of the Staple Company.

Although the means were different, the English government in its
economic policy pursued more or less the same objective as the Italian re-
publics or the Hanseatic League. In the Middle Ages, the aim was always
to gain control of the carrying trade and to sectire and fetain a privileged
position. According to circumstances, ‘this airfi was achieved by superior
business organization, by force or by a combination of both.




