BUSINESS HISTORY
Merchant in Medieval Europe (1200/1600)

The great divergence

Happened after 1800 between EU and Asia, after the [l Industrial Revolution in EU for two characterigtice:

— Euhad a lot of coal,

— EU started to conquer other territorieg, —> colonies g0 it becomeg richer than other, becauge it uge the regourceg to

improved ite buginege.

Someone gaid that the divergence started earlier —> from 1500 to 1800 the northwest Eu took the lead of the all EU
thig divergence ig called the little one because wag only in Eu and not in the all world.

Grafico great divergence tra 900 - 1800 (IT / CH ) : during 1300 [T ig the richest country from (600 EN | after
1500 Eu divided in NW - C - S.

There are three explanation for the little divergence :
1) Culture or mentalitieg : the pre-modern economicg stagnate because people didn’t make rational economics choices,
not caleulate coste and benefitg, didn’t like markets, didn’t understand money.
2) Resource endowments and geography : it look at the natural world, someone ig rich for the natural regource. Algo the
geography ig important —> a long coagtline, navigation rivers. Epidemice had a big role in the economieg it bringg a lot of
inequality.
3) Ingtitutiong : they can play a big role, good or bad. The differences between ingtitutiong can hel ug to explain
divergences. —> Serfdom strong ingtitutional powers of landlord over the population, obliged to forced labour. Not
having it is good to redistribute the resources and to increage the productivity of agriculture.

There’e no monocaugal explanation but a mix.

[TALIANS regional states tried to express a political economy and a commercial policy —> there wag a clear
institutional intervention in favour of innovations. Venice wag the first state to igsue the general law on patents and
the protection of intellectual property. Society that provide incentives and opportunities for investment were richer than
others.

The role of merchant

Were the most innovative and dynamic economic agent of the period, most of the GDP cames from national trades not
from tradeg across trangnational borders, merchants were the leading buginesspeople of preindustrial times.

Wag a world of pergonal business, merchant were bound together by kinghip connections, the agreements were baged
on family and kinghip ties —> pereonal trust wag extremely important. They provided much of the direction for the

economic growth of their nationg and regiong, they control the policy.
—> Tieg were needed to overcome the tremendoug rigks of doing buginess in that era, communicationg slow and



unreliable informationg fragmented and uncertain.

CHARACTERISTICS OF ECONOMIES

— Agriculture wag becoming market-oriented : became commercialized, farmerg gold big portiong of crops in markets,
improvements in agriculture techniques = increaged the output.

— Domestic and foreign trades were growing

— Trades were regional gpecialiced : trade allowed each area to develop ite comparative advantage in economic
development, they traded with others for that which did not produce.

— Big urbanization : cities etimulated the trade, became algo the locus fro some early industry. Lots of merchantz lived in
citieg where they had their offices —> shows of their wealth and power. Their activity wag not gelective able in all typeg
of trade. The rapid urbanization gave rige to increaging manufacture production and intensive regional trade.

Dynamic of medial trade

The major dynamic is the imbalance in the development between Eu and Near East, a rural Eu and the developed
economy of Byzantine and the Muglim world.

In Eu aroge the demand for luxury produets the East had large urban market and political etability for the conduet of
trade, [taly wag the fulerum between thie two areag —> [talian merchante gell the products of Eu (raw materials-
weapong-cloth), lote of gectore went through a major development (banking-gea travel-manufacturing), Venice became
the mogt powerfull city on the coagt.

Eu started to development egpecially the capital city (commercial revolution [3th century) —> in the capitale were both
ordinary people who need normal products and the arigtocratg that wanted high-priced luxurieg products, thege two
demand created the trade of Europe.

By the [5th century [taly started to export some products to the Muglim world, a gign of the Eu development —>
growth of the silk industry in [taly at the beginning were an imitation from Byzantinium and Muslim world, after Lucea
started to produce silk fabrice and aleo Venice - Florence

Originally [taly imported paper from Levant, in 13th century Fabriano started a production of paper and to gpread in ll
[taly and Eu, after algo started an exportation to the eagt (in [taly the paper were white). Also for the glasemaking the
production wag better then Levant, in general the manufacturing were superior than Levant.

The major trangitions in the [3th century were initiated by merchantg from the great tradingg cities of north and central
[taly., the commercial techniques began to spread to South Germany

Three separated parties :

- Sedentary merchantg : remaining in northern [taly, epecialized in financing and organization of import-export trade

- Specialiet carriers : by land or by gea, who took the goods from the principalg to their agents.

- Full-time agents : who galeg or purchageg according to the ingtructiong from the principals, they coul opened a branch
of the home-office.



Merchant started to found different colonies near to the most important citieg for the trades, in the mid-I<Hh century
there were colonieg of [talian merchantg in all the major North Africa ports but the relationg with the host community
were often tenged and precarioug.

Learning Merchant Skills

[talian trading and banking comapenieg trangformed medieval trade —> the merchants created new buginess technique
and mathematical skills to deal with money and goods over long digtance, they had to train their employees to maintain
the predominance.

Merchants began a new group, an elite, they didn’t belong to nobility or clergy —> ereate a new culture characterised
by dynamigm, vigion, pragmatic knowledge. Fibonacci created : ABBACO Used to golved practical mathematical
problemg and taught in [talian not in Latin like all the other subjects.

»monet exchange probleme - meagurement and weight probleme - partnerghip probleme - interest and discount
Abbaco taught mathematical ekills of congiderable innovation and utility

ACCOUNTING wag an eggential element in the education or Renaiggance merchants, in Florence accountg were legal
documente. WOMEN worked in the accounting sector, there were algo female gtudentg in the abbaco echools.

Bookkeeping wag uged :

[ Factor of the expansion of commerce : a regponge or merchants to the challenges of their activitieg, which were to
be documented with ever more precision and differentiation.

2. A medium of reduction of entrepreneurial ricke : helped to control - buginese trangactions - accounting - strategic
decigion - profitability.

3. Instruments of vitalization of economic growth : give commercial and industrial inner stability that could promote
guccesg in the long term.

Helps and hindrances to trade

A commercial revolution cannot take place without infrastructure , in a vagt part of Eu there were a network of Roman
roads and bridgeg but by the 12th century only few of them remain ugable (like Via Appia).

[n the biggest stateg like Germany - Grance - UK wag the king who take careg of the infragtructure, in [taly wag an
obligation of the city state, each of the riging city began to take interest in this —> road revolution of the 13th
century, they get up boundary stones along the roads to design the paggage from one community to another.

The bridges were the weakest linkg in the road network, there wag a wave of bridge-building that saw it ag a charitable
enterprige.

A big improvement wag the access to mountain passes —> Alpine pagges were key for the Eu trades they connected



north (taly with the other stateg, mogt of the pagses were known algo by the romang, one of the most important new
pasges wag the = ST. GOTTHARD PASS connecting Milan with Rhineland (SV).

Algo the rivers gystem wag uged by the merchantg, sometimes even prefered, these systems were connected to a big
port in north [taly the port wag Venice. But canals demanded continuoug and expengive maintenance.

The choice of what combination of road and riverg to uge depend on th time and on the value of the bulk and goods and
how quickly they were needed.

There were two sorts of carries : - ordinary carrierg - longer-digtance carrierg, but were an expengive investement go
wag needed a great deal of capital, there were algo a specialized wagons for people, but were were expengive.

[nng and taverns

[nnkeepers were an esgential part of the roads eyetem, they served all the merchante but different cugtomers were
treated differently, but a gingle bed wag were expengive go the customerg have to share it.

Functioned like brokers : introduced buyers to sellers, innerg and bankerg worked toghether.

There were some taxes, imports were taxed lightly, axporte and trangit goods were taxed heavily, thege taxes were
used to organiged the roads eystem but the merchante didn’t accept it, come city state tried to form a unified cugtome
ayetem but only in (450 eforza created a regional free trade area.

The economy in Florence

Three dynamics of growth:

[ Linked to the search for food, essential to custain the population, it size generated intenge efforte to supply ite
growing population with food.

2. Trade aroge from the chief industrieg that provided the employment of co many people. [t required the importation of
raw materiale and the export, textile industries wag the major dynamic of Florence.

3. Large number of florentine merchantg who went abroad. Many florentines devoted themgelfs to foreign trade,
creating an extengive trade network abroad.

POLITICAL LIFE

Policy in Florence was extremely conflicted and turbulent, buginessman were actors to protect their own buginesgeg,
important became involved in politics —> they needed to eontrol government poliey to advance their
commercial buginess, became eggential that they remained in their cities : sedentary merchantse.

THE NETWORK

Florence wag not a port city go its merchants were more aggressive in extending their network into hinterland
trading areas. Firme were scattered all about the wegtern Mediterranean and northern EU, these firmg were part pf an
international network, florentines operated in - commerce - banking (extengion of commerce) - government finance.

The Florin found ingtant success abroad, the circulation abroad took place extremely rapidly —> the reputation lay in hig
fixed and quaranteed value, from 1500 florin logts hig power, other commercial citieg began to minting thei own coing.



The firm

Florentines conducted their businegg activities ag a gocial enterprise were organized by compagni. By the [<th century
the partnerghip wag a , with articles of aggociation according to which they agree : - name of
the firm

- duration - place of buginess - activity - the partner - mark. The contract wag a private document not a notarized one,
the capital wag primarily start-up capital to make initial investments, the head office wag located in th regidence of the
principal investor, partner often left come profite in the firm, moreover firm accept time deposits from outsiders —> thig
one were more gignificant. The firet documented firme were family affairs, rapregenting a pooling of capital by close
relatives.

If an investor in one firm wanted to expand hig buginess he get up a new firm with different partnere —> partnerghip
agglomerate.

The organization ig divide in two areag : =— management — long-distance trangmigsion , about management we now
little there in no corrigpondenze about this. There are more letters regarding political negotiationg, the principal invegtorg
dominated the management of the firm.

The number of a company’e staff varied according to the gize of it, there wag algo some youthg who were learning the
trade in the job —> they attend Abacug echool, the career began at about age |3 although he wag not given full legal
autonomy until the age of I8, the boy wag introdducted to the bagic techniques of accounting, sometimes they were gent
abroad where they gained experience from direct engagement, mobility in the staff wag high.

The merchant worked with a buginess organization that gave them the flexibility they needed with respect to capital, time,
and management to meet the challenges of doing buginess in the fluid economy of EU.

The economy in Venice

Favourable pogition connecting Eu markete with the Eagt, they development superior technological skills in commercial
managerment and navigation —> higher productivity of ite capital. Venice had aleo a powerful military force.

From the |3th century Venice constructed a chain of fortifications in the order to offer permanent protection to ghipg
leaving the city, the government organiged a eyetem of eonvoys composed of armoured veggels, thig gistem wag
regolamented by the government.

The trade of spices wag the key of the commercial of Venice. Eu used the gpices in different way, and Venice glad the
monopoly, the profite reached the 40 %, for the governement the long-distance commerce congtituted the principal
source of figcal revenueg, the doge wag also a merchant. By the beginnings of the [570g arrive gome competitors to
Venice in the Mediterranean Sea : - French - Duteh - Engligh.

[n the [6ty century mogt of the members of arigtocracy leave the merchants life to the comfortable life of the landed
arigtocracy, there wag a huge wave of Venetian invegtments in Terraferma. Why =

+ market increage in food priceg, go agrarian production were particularly profitable, land acquisition wag congidered an



excellent invegtment.
+ The availability of land repregented a fundamental tool in ensuring the patrimonial trangmiggion.
+ Increaging of the belief that agriculture could congtitute an even nobler activity tha commerce.

Venice repregented a favourable environment for foreign merchants, this ability to attract foreigners allowed Venice to
maintain an important role on the network of trangnational markets.

[n the |6th century Venice was the greatest industrial power in EU, - naval construction - textile - glassmaking -
chemical metallurgical - printing, Venice wag a world leader. —> Rialto bridge area hogted the market for the large number
of shops.

Printing in Venice

Wag a German who introduced printing in Venice, the firet printer in Venice tended to concentrate on claggical and
humanigtic books, linked with the humanigtic movement. After 1473 a gradual change ie obgervable —> more univergities
books and religious books of liturgies. In Venice existed a German community that played a crucial role in the financing
and development of the printing industry (fondaco dei tedesehi). German merchants were obliged to live, trade and
gtore in fondaco, it formed an ideal commercial meeting place for the community, they could not trade directly in the
Mediterranean but only through the Venetian galleyg, venetiang were prohibited from exporting any goods to German.
The German colony wag a numeroug and progperoug one, the development of printing wag permitted by networke these
German merchantg had created, printing indugtry wag born ag an export trade, book prices coul fluctuate according
to supply and demand, large number of people were engaged in thig sector —> part of the Venetian population drew
their income from the prege. ALSO THE GOVERNMET BENEFITED = tax - offer of work - fame and pregtige.

Women and early modern economic development

Women repregent half of the world : a significant economic regource. Their impact cannot be meagured if

[ we don’t know how many women were free to expregs their potential

2 often that limited gpac of expression ended up being unrecorded-forgotten- digguised ag men-g contribution
Women’s ageney = capacity and ability to make independent decisiong and take actiong that’s shape their liveg and
influence their social-political-economic environments.

The position of women in society matterg for economic progress, economigte have begun to incorporate demographic
beahavior into theorieg of long-run growth, —> European Marriage Pattern played a major role in EU economic
growth, crucial for the great divergence, EMO benefited economic growth by improving women’s position. The most
atriking feature of the EMP ig that women have a relatively large eay in the marriage itself, especially when they
contribute to the income of their hougeholds.

The EMP emerged in N-O EU for three factors :

[ Stresg on congensug ingtead of parental authority for the formation of a marriage

2. Dogition of women in the trangfer of property between hugband and wife

3. Accessibility of and gize of labour market



The Western inheritance system wag digtinctive because of women’s rightg to inherit and the ability to tranefer landed
property, there were difference concerning the timing of women’s accesg to their inheritance —> the daughter’s ehare of
inheritance wag trangferred at the etart of marriage = a married women received the inheritance from her father ag an
inheritance from the hugband. The Southern system gave fewer opportunities for widows to take over their deceaged
hughande” buginesses because they did not necessarily get their share of the inheritance, nor had they been ag actively
involved in the buginess ag their northern colleagues.

Access to labour market

After 1348 (black plague), the sudden fall in population levelg ag a result of the epidemice led to a booming labour market
characteriged by growing demand for labour—of both men and women, which reaulted in a etrong increage in real
earningg, egpecially for women.

The fundamental difference between servanthood in the North veraug in the South wag:

— North, servanthood wag baged on free choice and the accumulation of a “marriage budget,”

— South, it wag geen ag a lagt regort that would reduce the girl’s marriage options.

[n short, the Black Death brought about a congiderable improvement in the labour conditions for women in terms of
the number of jobs they had access to and their remuneration. The degree to which European women took advantage of
thig gituation wag, however, quite different from region to region.

[n China, and eleewhere, householdg were organized around the collaborative running of a family farm, and the father’s

authority wag baged on hig control over productive regources.

Human capital formation

The EMP wag connected with the apprenticeship eyetem that had emerged mainly in the guilde in medieval Europe, being
a gervant in another household is an important way of acquiring certain gkille. There ig evidence that Western European
parente did invet heavily in their children.

Parents in Western Europe invested in both their cone’ and daughters’ education and training. The difference in
human capital formation between the gexes becomes even smaller if we look at another parameter— numeraey. In the
Low Countries in the early modern period, overall numeracy levels were already exceptionally high and the difference

betuieen men and women wag exceptionally small

[nstitutions and trust

EMP wag quite individualistic : youngest left home at an early age didn’t take care of their parents, —> necesgitated an
alternative gocial support networks with the community, city and state. The elderly were the victims of thig decline in
parental authority.

Saving for the future became increagingly important in this new system, because having children wag not a guarantee
that one would be taken care of during old age

[n the Low Countrieg, among the most popular innovationg were renten, or whole-life annuities or bonds on which a
relatively high interest wag paid during the lifetime of the man or woman for whom the annuity wag established. This wag



an ideal meang of caving for one’s old age.

In late medieval Europe child abandonment wag a regular practice and it showed an equal sex ratio. Adoption of
foundlinge (abandoned children) wag encouraged by the Chrigtian Church, and thig can be congidered a rationalization and
ingtitutionalization of abandonment. Starting from the mid-13th century, epecialized urban institutiong for the care of
abandoned children were increagingly establiched and gpread throughout mogt of Europe.

[n Southern Europe, vulnerable members of gociety were helped by the family, while in Northern societies this wag largely
accomplished through public and private ingtitutions.

Gutenberg

Printed books

Were very expensive, they can be quantitied and analyzed —> the content wag important becauge i what generates
impact

“Books that changeg the world”.

Plaid a fundamental role in the knowledge economy, and their congumption is a meagure of human capital, societies
invegted ingtitutiong to congerved books.



