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SUMMARY ™

The recently published bosle of R, de Roover, « The Medicd Bank » {The New York
University Press, Wew York, ingf), offers the starting point for a reexamination of the
vichsitudes of the business activities -of the Medid, whth special ieference wo their
banking concern, by PFrol Armando Sapor, Prafessor of Ecopamic History at the
University of Florence, The Medici Bank, already known in the early XV'th century-and
with branches in Rome, Venice, Milan, Lyons, Hroges and London, resched its climax
at the death of Crsiee the Elder (1464), declined under Lorenzo the Magnificent and
fiell with his son Piero {14g4), thus completing its parabola within the period of a ceatury.
The A. illustrates the working of the Bank in the exchange and credic markess of that
peviod, its internal organisation strictly build wp rownd the family grodg, and avails
himself of the experiznce acquired in the feld of mediseval economic histary for dnterest-
ing comparisons with the beading = Compaiics » of the XIlth and IVih centuries (the
Bardi and Peruzzrof Florence, the Frescobaldi and the Ricciardi of Lucca), of the XVih
(the Datini of Prato} and of the XVih {the Affaitatr of Cremonal, who shared in
the like fate of a rapid decline,

. The declining wrend of the security quotations which, with seme halts and beiel
recoveries,~has continied, sinee May roq7 and the difficulty under these conditions of
mﬁhﬁ lurge subseripeinns ta shate itsues, are a much debated gquestion in busingss circles

__in Ialy. Prof. Luigi Federici deals with the matter In his article « Cowres aof the Deeline

in the Stock Exchadige in Jealy v, Availing himself of the seanistical mlbtti:ll_m-l:l.:clblj
under his direction by the « Instimte of Suulies on the Stock Exclisnge v ﬂi_.ﬂht Com-
mercial University = L. Hocooni " of Milan, the author exAmbes w:.ngc i s
two distinet aspects, that of speculative marker and investment mar! e emphaiises
3 feature of the sation on which the staistical analysis throws light and which may,

*arfirst seem paradexical, fe. that the drwnward trend is seen to be rpore marked in

the case of the shares generally prtftt:'r.‘:!.ai investments of capital than in that of the
shares of a speculative description.  The enquiry into the @uscs of this phenomenon Jeads

. the author o recxamine, on the one hand, the antiinflatien policy adopted in the

summer of 1947, and on the other the implications of the large capital increases and of
the heavy taxation, and the special characteristics of speculative activities on the Italian
Exchanges. : o
The aralyses ‘of the data confirm and strengthen the opinion which attributes the
present sinuation on Italian Exchanges direcily o the disparity between the demand and
supply of capital, i.e. to the scarcity of real smvings. : !

-

" The -main aspects of Ialian banking activity since Iogy are st forth in the Survey
u Recent Banking Developmenty in/Tualy: December logp-September Y49 2 by Praf.
G. Pietmnera and Dir. G, Zacchia, The fisst past of the article deals with the wend of
alien fands, the factors ing the growth of deposits and current accounts and the
 present structure of interest rates. ; ¢
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In the second par, the trend of the F‘ri.lh:ip.‘li assets of the banking svaem
is studied; the eelations between investments on behalf of the Government and credin
10 clisnts; the distribution of credits 23 among the several hranclies of ecopomic activity;
the effects of the symem of reserve requiremients introduced in Scprember tog7. The
;u'rsq- clpses with o refesence 1o the discussion beeween the advacates of o more aggressive
}:uli.:_-f of credit expansion amd the supperters of a eaviieus mopetary policy.

[ -]

[ I Eyiul-]..:]h{:'l,_':iin has recently had the oppartunity of fallowing a study course
at Flarvard University, gives, in his letter u The Keymerans o, tn controversial style, his
impressions of the waticus and conflicting develdpments w0 which the theorics of Reynes
have led-in the United Swates, and assumes 3 definitely eritcal position with regard 1o
the u few ecafiamics »,

- e

D, Alessandro Schizvi in his article « Peaple's Duelling Hearer in loaly v calls
attention Sgain to the so serious problem arising from the extreme deficency of housing
for the voder-privileged classes in our counwry,  After swressing the need of more
sfficient action in this field, he illostrates the part that could be played in carrying eut
‘mote cxtensive howsing plans by the exiting «ﬁumnfam:nus Previncial Instimutes for
Peopls's Housesw, and: refers 1o their experience as” ofgznisers and  administrators,
which weuld fit them for 3 wise management of damestic afd forcign capital,
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The Medici Bank-

i

by
ARMANDO SAPORI

1. The Medic Comeern managed by ohe Descendomts of Gigrssni &' dverandos deito Fiesr, - 2. The
Comrmereit] amd nduitnisl Astiwity: 2} o Shipping Vearwrd, B) the Afum Mawapoly, - 3. Fanding
Articity: a) Ceeder ond Benking Insrifwsionr in the Fificensh Century; -b) Bl of ‘Erchenge, - 4, The
O prmipstion of she Modiad Benling Growp: o) the Lepal Statws of the « Compagniv » controlled by the
Megdici; ) Junior god Major Pardnersy « peeernaions « or Masagerd; o the Ferocwnely the o divertore »
uf the Flovenee Beak (Georral Mawager) and ihe Anivesr Mansgers, - 5, Fimawang rhe Coacers, -
G Areomsrag: 3} Négero and Vortra Aecowain; b) Recording Speesdstive Tranractions im Foreipn Cur-
rencirdy ) the Final Balancr - 7. The Causer of ehe Desling; a) Losns do Bewereipar; by Massgerial

Fhortcomingy @nd Frroer; o) Redurtion of Imrested Capital; d) rhe Mowstary Problem, -
daton af phe Brasckey aod tde Frnaf Calfspee.

1o = The Mediei Concern managed by the
Deseendanty of Giopanmi d"dverards detto

Beci.

The large number of studies dealing with
the political vicissitudes of the Medici Family
i offset by a lack of swdies concerning the
hl.'!.ii!'lﬁ! events which [:l:w:d the way first to
their factual and then o their generally acclaim-
ed dominatfon of Florence. Perhaps it would
have scemed improper in former times to deal
with Maecenatism and trade, the Medici Library
and bales of wool and bills of exchange in one
and the same study. Later on it became im-
passible for Iralian scholars to comsult the bulk
of documentary material which, having been
smuggled abroad in violation of the law safe-
guarding arustic and culteral property, was
purchased by Mr. Selfridge in London and
deposited by him at Harvard University, It
is triie that the said material does mot refer

to the Lords of Florence, ornamely the branch -
of the Medici Family known as that of Gio-

vanni di Bicci, from which Cosimo the Elder,
Piero and Lorenzo the Magnificent descended.
Nevertheless, that huge mass of books, ledgers,
prurnals, account books, letter-books and sund-
1} documents would have helped to throw
fight an the remaining papers connected wigh
the activitics of Bicei's descendants by way of

comparison.  In any case all 'Lhta.mqa\'(t out-

B, .The Ll'qu-

standing studies concerning this branch of the
Medici Family have to far been the work of
Foreigmers: Germans, Belpians and Americans
— from Sievermc to Mertzme, Grunzwele
and pe Roover, the lawer being Paru'cu];rfy
well versed in the technique of banking and
accounting and cxceptionally well acquainted
with Italian history.

These pages in fact are inspired by a recent
work of pE Rooven's, which is a revised and

synthetic edition of h%ﬁi’m studies (1),

{1y Ravwons px Roovin @8%e Medics Beak: My Orpenire.
s, Menaprment - Operafion gnd Decline, Vol, II, Duiness
Hivtory Series, Gradusic Scheol of Business Administradon,

. Mew Yok University, Mew Yoik, toq8. In this connection,

wex afio the following works of R, oo Roovis:

Anr oripinry d'wne wevhnigne intellectuelle : Le formation o1
J"n."_urr.rr'm d'rl.h ] Hitd & partie domble, Anmales o' histolse
doomomiqee et wciabe, 1K {igafh 171-0g3, 2poazsd (with & large
hiblingraphy).

What is Dry Ewchanpe? A Contribmion te the mwdy af
Engiich Mercemtifimy, Jowrn#l of Politica] Econsmy, LI (1o44),

2502, ;

Meney, Benking end Credit a Medioreal Frwprr: Haliaw
Mirchent-Rankers, Lemberdr, and Monry.Chanpers, Cambridge,
Masa,, The Mediscval Academy of America, 1948, pp. xviii, 420,

Greshars on Fereipn Exchenge: an Ensy on Early Eagiich
Mrrcansflirm with the Texs of Sir Thomar Gresham's Memo-
randum for the Usdermanding of ohe Erchampe, Cambeidge,

Mas. Harvard University Fress, 1940, pp. xov, 348,

— Documents and studies sbouz the Medici busleesses:
CERLE, Pacigms, Seme Medic Mamusripts, Boaton, 1539

fin appendin the ioventory of the Medici docoments depo-

sited @ Harvard Univensiny), F. Camnamianse, Rilancio i esa

mﬂﬂqlﬂn'iiinmldlg.g;ka
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in England, Flanders and Italy was one of the
mainstays of economy and for the needs of
which the low output of szzuoli, Ischia
and Volterra mincs was insffciént.

Tt was at this critigal moment that a chance
survey of the special structure of the rocky hil's
near Civitavecchia gave rise to the hope of
the possibility of a new deposit being discover-
ed there. Shortly afterwards Pope Pius 11, whe

came of the Piccolomini family of Sienesc

bankers, innounced with considerable exulta-
tion the discoverysof the Telfa alum mines,
hoping that they would provide large profits
with which to finance decisive crusades against
the Muoslems, The crusades were a dream, but

the cxploitation of the mines was a reality,

provided the Church was able 0 come 1o an
arrangement with expert speculators who, in
this case, were the Medici. In order to make
this enterprise really profitble, an effective
monopely of sales all over Europe was essential
as well as a carcful regulation of output so that
it shotild not exceed demand, otherwise com-
petition or over-plentiful supplics would cause
a drop in prices, In 1464, in fact, the Bruges
market had registered a 25 per cent drop in
price owing to the alum from the Papal mines
having arrived together with alom from Bar-
bery, Valenza, Chio and Trebisonda as well as
from the mines in the hands of the Tudks. It
was then that the Medici came forward with a
plan based on their commercial and banking
organisation, Their Rome office would acquire

shares in the Tolfa company, controlling the

rate at which the alurm was extracted and sold;
their London, Bruges and Flosence offices
would exchange alum for wool er sell it di-
rectly to the Jocal textile manufacturers..In
June 1466 the agteement wae concluded whe-
reby, on the security of the product stored in
the Civitavecchia warchouses and controlled by
papal officials, the Pope was o receive 2 royalty
of two ducats (this royalty was later reduced
to one docat) for each eantaro (sbout 150 The))
of alum as well as two thirds of all extra profis;
in exchange the Camera Apostolica undertook

‘to shenlde: all risks. Meanwhile it forbade all

Christians to purchase alum from the infidels;
anyone - disreparding  this prohibition  would
be excommunicated and| the cargoes seized
d#win,‘pomwmﬁﬁlhighm would be

divided berween the Medid and the Camera
Apostolica, At the same time, foreign princes
were requested to prevent the introduction w
their territories of alum not belenging o the
cartel; in order to encourage them to accept
this proposal, they were offered a fixed sum
for each comtaro introduced. Edward IV of
England refused to comply with this arrange.
ment in view of the obviously detriment)
eifect it would have oo the national textile
industry. Philip the Good was also adamant,
but his successor Charles thie Bold yielded a

a result of the insistent soficitationd of the .

Medici’s manager in Bruges who was a gren
favaorite of his_and also because he badly
needed meney. However the prohibition w
import Turkish alwe, which he decreed
1468, had to be suspended in 1473 for two
years owing to tiic oppesition it had aroused
and, of course, this period never came to an
end. In Venice an agreement was reached in
1469 with the main local dealer, Bartolome

Giaorgio, who was granted the exclusive right;

of selling 6.000 cantari of alum a year in Ve
netian territory, Loembardy, Romagna and
Southern Germany and Austria.

It immediately became evident however
that the Ischia mines were likely to afford
dangerous competition, since they were the
property of a Catholic prince, whn, supporter

as he was of the Papacy, had no intention o

going agairst his own interests by yielding the
product of his mines to his powerful ally. A
cartz] agreement lasting fifteen years was emes-
ed into with him, the object of which was to
fix pricg, to restrict output and to assign
markets according to a quota system. The
cartel agreement became effective at once, the
right being reserved to certain warchouses i
Bruges and Venice however to sl ther
existings stecks; as compensation the King of
Naples) was to be granted cne sixth of the
profits from the sale of these stocks.

It would be a mistzke o helicve that
everythihg went according to plan, although.
the results of the speculation were highly
satisfactory. The dream of huge profits W

- dispelled by two facts, the one a requuirement
and the other a consequence of econernic laws

First of all the vita! needs —industriss of
the countries whose e had favbured the

bl

Medict eartel made it compulsory not to exceed,
or st mast anly slightly so, the prices charged -
in neighbouring states where no restrictions
cxiited with regard t¢ imports; in fact this
was fxed by law. Secondly the rise in
prices obtained by compulsion was an inech-
tive 1o contraband and cven Turkish alum
maraged to slip through, despite the careful
watch kept, and was accepted unserupulously
despite the ecclesiastical censures threatened.
However everything cameto an end in 1478
when Sixtus TV confiscated the Medic properry
sfier the Pazzi conspiracy in Florence and
drew up an agreement on very much the same
hases g¢ the previons one with the Centurioni
and the Dworia of Genoa, merchants who had
ling expericrce in dealing with raw alum.

In any case history records this bold attempt
_at eresting 2 legal and lasting ‘monopoly on a
lirge scale with the assistance of the most
authoritative secular and ecclesiastic powers.
This enterprise of the Medici surpassed all

haps more dasing and genial like that of Zac-
aria, but which were unable to outlast the
first change in market conditions since there
was less capital available and the merchants
euld bnly count en their own entErprise.
Thus the Medici’s alum cartel surpassed all
previous ventures and paved the way to six-
. wenth century cnterprises such as the mining
artels of the Fuggers as well as to the joint
mock companies and the first real monopolistic
organisations of colonial trade which fourish-
ed in the seventeenth century. Further, it
thowed how the economic factor (speculation

 [the erueade planned against the infidels). Tt
il gave proof of the lack of scruples shown
by the Chureh which did not hesitate to form
. 2 monopoly, despite the fact that it was con-
‘demned 25 nsury by the Church’s own doctrine,

An attempt was miade to justify this step oft

the basis of the recognised anthori
Sate which was at liberty to levy du
and direct and indirect taxes on business trans-
ations, This was a very fechle pretext which
may have complied with the literal juridical
texts, but were certainly in contrast with the
spirit in which Saint Antonino, Bishop of Flo-

of the
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previous attempts, even those which were per-

 motive and resistance of the interests of national
~ industry) prevailed over the idealistic factor

wits

- to9
rence, Saint Bernarding of Siena and Tommaso
de Vig, the Cardinal Cajetani, condemned mo-
nopoly as a violstion of commutative justice
and of the just price decreed in the Swmma
of 5t Thomas, .

3. — Banking Activity:_(a) Credit and Bank-
ing Institutions in the! Fifteenth Centory;
(k) Bells of Exchange. | - L

The third aspect of the Medici's many-sided
activity refers to the banking sector, to which
Ttalian business men, even before the end of
the fourteenth century had begun to give more
weight in relation to commercial transactions.
The xcnophobia in Asia, which ‘had followed
the end of the Mongol dynastysand the advent
of the Ming dynasty, had closed the road to
the East that had been frequented by Europeans
after Marco Polo, Then the difficultics  of/
travel in Asia had been extended into Persia,
and the Sultans of Egypt, masters of the ports
of access 1o the East Indies, also placed obstacles
in the path of Evuropean travelers, Finally, the,
advance of the Turks had hastened the sever-
ance from a large reffion, whose importance
for Italian commerce cagolge fealized by think-
ing of the numerous ‘efocese and Venetian
settlemnents on the shores of the Black Sea.
This series of cvents, which restricted trade
with the East and caused the concentration of
commereial getivity in the western world, came
at a-time when the vast capitals, largely of
commercial origin in the past, found a double
employment on our continent.  On the one
hand, they were employed in the traditional

~ industries and in others like mining and metal-
lurgical business, all of these favored by tech-
nical progress, and the latter also by the increas-
ing military requirements. On the other hand,
the capital was employed in loans to princes
— an old practice, it is true — but greatly
increased by the needs of a palitical activity of
much witler range and responsability.

(a) In Florence, at the time of the Medici,
from Cosimo to Lorenzo, there were a number
of different credit institutions: banchi di pegno,
Banchi a minuto, banchi in mercato and ban-
chi groed.

- The banichi di pegno, Far from fulfilling the
many functions of a bank, specialised in weekly
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loans secured by pledges of personal property
for consumer requirements.  Since this form of
activity had very much in common with the
classical form of usury condemmed by the
Church, special operating licences were requir-
ed “which, about the middle of the Afteenth
cenfury, were only granted to Jews, who asked
for an interest of about 25 ent — a rate
which pe Rooven does not consider high in
view of the fact that' in the U.S.A. the legal
rate for pawnbrokers and small loan companics
in a number of states i as high as 36 per cent.
It should be mentioned however that prior w
this, namely from the thircenth century on,
+ s a resuls of the contrast hetween the severity
of the canonist dectrine and the pressing de-
mand for interest-bearing loans, also a number
of Catholics operated in this sector, accepting
the risk of being breught before the ecclesiastic
court of justice. Méanwhile a sore of compro-

mise had been reached, howeves, paving the

way 1o the fixing of 2 legal rate of interest:
provided cerrain formalities . were observed,
persons lending money were allowed to accept
compensations not exceeding 2 rate considered
to be fair by public opinion, pamehy. 15 per
cent; also the Swate, in fact, when it ihcurred
what would now be known as national debt
and were then known as prestance (loans),
granted the lenders a rate of interest fuctuat-
ing between £ and 15 per cent according to
the conditions of the money market, -

The banchi al minuto or retail banks, judg-
ing from the account books of Francesco di
Ginliano de’ Mediei for’ there is lintle other
information available, seem-to have dealt main-
ly in precious stones: and gold; loans were
only granted exceptionally and were always
secured by jewelry; only time deposits, and
not deposits payable on demand, were accepted
and they were transferable as the ‘depositor
wished; the latter received from g to 10 per
cent interest.  The information quoted above
and supplied by pe Rooves is iteresting, but
awaits further confirmation from other sourees.

The banchi in mereato were real deposit and
transfer banks and the statutes of the Arte del
Cambio laid down the modalities of their ac
tivity which dated back to well ascertained
years. The owners of thee banks, who were
known by the name of cembiatori or tavoliers,

placed their tables covercd with a cloch in
central locations (in Florence particularly in the
vicinity of the old and new markets), paid om
to their customners the sums which they request.
ed by word of mouth; the rransaction were
then written in their ledgers or journals which
constituted lege! proof; these entries, according
w testimony from the thirteenth century, were
usually made by the money-changers and only
guite exceptionally by the borrowers,

The banchi prossi or wbig banksw ape
mentioned by Benederto Dei in his chronicls
of 1469, in which he remarks with pride tha
there were at that time ower thirty of these
banks in Florence, headed by tiz most impar-
tant of afl, that of the Medici of the Giovanni
di Bicei branch. These were real serchant
bankers who combined trade’ and manufactur-
ing with - dealings in exchange. La Soms,
who published the first stature of the money-
changers, was of ofiinion that these nierchant
bankers were not members of the corporation
known as the ete del Cambio, but only of
the wool guilds and of the Calimala; perhaps
because banking transactions had been added
to their original trading and manufacturing
activiies at a later date. Micona Orroms,
already testified to the fact that a number of
these merchant bankers were members of the
Arte del Cambio as 1 was able to confirm,
quoting as examples the names of the Bardi,
the Peruzzi and the Acciaivoli which have beem
found in several matriculation books.  De Roo
vir gives us further proof of this, -sming that
the owners of the gbove-mentioned banks, with —
the exception of the pawnbrokers, were requi-
ed to be mémbers of the Arte del Cambio, in
whose records we find all the Medici from
Giovanni di Bicei down to Lorenzo the Mx
gnificent. The fact thar the pawnbrokers were
not alldwed to be members is only nannl
since usury was condemned; they were manifes
usurers and consequently the guild could not
accept them as members,

() And now we come o the matter of
bills of exchange. Nowadays when bankes
discount hills of exchange, a certain percentage
is immediately deducted from the face value
and thisfrepresents the profit on the transaction.
The certainty of this profit specified by pactam

firmum (1 think I may use the cxpresad
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adopted by a college of theclogians of the
fourteenth contury called upon o decide whe-
ther or not the dealings of a deceased mercham

" ame under the heading of usury) would have

been tondemned by the Church, which only
cnsidered a gain on money exchange dealings’
o be lawful if it was wncertain, ie. resulted
from some risk. In the. fiftcenth ccntuﬁ.- the
fuctuations of the exchange rates on which the
pegotiation of bills of exchange was based
comstitted  such on risk. The banker of the
hanen grosro in fact, far from discounting bills
sccording to cur present technique;. when
purchasing or selling them seecived or handed
gver an instrument payable at a future date in
3 different place and in a diffecent kind of
currenéy. It is teue that sight drafts existed
alse hiit, owing to the slowness of communic-
afionsy they too were in effect dime bills. In
any case they were rasely used. Most Medieval
hills were payable «a wsamaa w, which ‘meant
a period of three months berween Italy and
o London, of two months between laly and
Bruges and of one month between Bruges and
London or Paris. Consequently both an ex-
change and 2 credit, transaction wete involved.
Three things could happen in the case of ex-
change dealy:” the h;m!:cr could gain, lose or
break even according to the exchange rate,
which latter the banker tried to anticipare, but
could not be sure of. Obviously since jntercst
could not be charged on the loan, profit could
only be expected in the exchange transaction
and gs the rate of cxchange depended on de-
mand and supply in the moncy market, these
deals were hased on the banker’s ability to
foresee these conditions, The information ex-
chanped between the various branch offices and
meeived from travellers was naturally  most

valiohle with regard to thése forccasts: and

there is good reason to believe that bankers took

. freat care to choose competent and industrious

collaboraters, since ill informed or negligent
persons could have cawsed heavy losses.

The above refers to nermal exchange deals.

“aDryw (« seeeo o) exchange was quite a dif
ferent matter; this eras the name which cloald

ol straight loans which would have met with

the eandemnation of the Church, which™latter -

gave further proof of its unrelenting attitude in

a decretal promuolgated by Pius Voin 1570, It
is presumably for this reason thar few traces
of such deals gre to be found in the papers
that have come down to us (2).

4. — The Organization of the Medici Bauk-
ing Group: (a) the Legal Status of the™
w Compagnie v comtrofled by the Medici;
(b} Jurior and Mujor Pariners{ v governa-
torin or Mﬂﬂﬂgﬂ:.‘,'.(l:] the Personnels the
w direttore woof the Flarence Bank (General
Manager) and the Auitant Mawagers,

{a) Then there is the legal aspect of che |
enterprise which had branches as mentioned
above dnd acted through the network of its
branch managers and travellers. The central
bank and the branch offices were separate legal
entities, the right to impart general and par-
ticular instructions regarding transaction and
administrative control being asta whole reserv-
ed 1o the central bank, very much in the same
way — taking an example from modern times
— as happens in holding companics. This i
explained by the fact that the members of the
Mediei family which founded the first bank in

- Florence were partmers of said bank and of

all the branch companies gradually deriving
therefrom, having the majority of the capital
or « corpo di compagnia s of évery subsidiary.
For instance the contr March 23rd. 1456
concerning the Bruges'®irtnership shows that
the capital of £ 3,000 groat was subscribed as
follows: [ 100 by the Medici, £ Goo by
Giorgio Pigh and £ soo by Agnelo Tani.
{b) This structure differs considerably from
that ‘of the big companies up to the middle of
the fourteenth century, when the scompagnian
was a legal entity comprising all the subsidiarics.
Then the «parters» of the family group
which had founded the concern could ({though
it was not their right and did not always

{4} Here is an example of = dry = exchamge: the Modici-of
Venies best 2 sum of moncy to 3 barrawer who ]11:d. r ball of
exchangs to sl He was m e g bl oo the Modic of
Drugrs payable there two momtbe from dite, “When the twe
rmohahs came w0 a0 end, the Bruges hank withous lavlng
reccived, anye payment, would drow asather hill an the ams
borrower 3nd for the mme value in favour of the Modici of
Venice,

In #his manner the barrower had the use of 1he moncy for
fiar months withous paying interns. The profis or low nf the
Jender was desormileed by the exchunge’ raton
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occur) hold more shares in ite capital than the
outside « partners ».  However despite the fact
that they might possess more than half the
w shares », their position was not unlike that
of all the other partners, whereas in the Medic
enterprises the responsibilities and rights of the
two groups were very different.

In the fourcenth century for insmnce -
and this was in keeping with the « bonas wras
mereantorum » cstablished in the thirteenth
century — all partners could aspire to the central
management, If in actual fact the only ma-
nagers of the centraleentecprise that we know
of were members of the families after whom
the enterprises were named, this docs not mean
that there ‘was any clause in the partnesship
agreements to this cffect.  Morcover the centrai

. manager was assisted in his task by the « part-

ners» aropund him at the hexd office.  These
partners met to engage and dismiss personnel,
to grant powers of attorney to the « fattor w
who were thus entitled to obligate the company
in full By their actions, to requsst — when
they were in the majority (« the majority of the
partners who were in Florence n, we read in
the contracts of the Bardi and the Peruzzi) —
the drawing up of a « statement of accounts
or balance-sheet either before or afier the date
established by the anicles of assCeidtion. It is
truc that an attempt has been made to establish
two. groups of « partners » — resident and non
resident — on the basis of the powers with
which the partners iz Joce were vested, but
there is no-ground for this supposition since
there was a constant exchange of partners
between Florence and the branch offices for
management or control functions. The only
reasen therefore for these special regulations
which should not be considered privileges was
(quite apart from it being a physical impossi-
hility for those who were absent to take part
in the management) that since all the data from
the varions branch offices floweds to Florenee,
only those partners who were on the spot could
at any time have a complete picture of-the
concern and consequently’ decide what steps
had best be taken. _

In open contrast with all this, the Medici
were by rights the supreme policy-makers of

“ their enterprise, for which they laid down the

_general lines of action and, as far as possible,

also the details; they alone chese their person.
ncl; they alone granted powers of attomney;
they alone could call for an caglier « settlement
of accounts » or even decide to wind up the
banks, Moreover the « mark » of the company
was their exclusive property as were also most
of tie buildings in which the branch offien
were situated, which paid rent to them a
tenants, :

Another disfererice — and [ could mention
many more — concerns the management of
the branches. Fotmerly, the management wa
wually entrustzd to o faftors v — nowadays we
should call them managers — choscn among
the most able members of the saf and mosn
seldom, as [ have already mentoned, to o par
ners v who received a salary as remuneration
for their work, ‘The Medici subsidiaries instead
were only managed by parmers whose remo.
neration, besides the repayment of %their ex. .
penses when they travelled for the firm, e
sistedd of an increase in the percentage of the
dividend-due to them on the basis of the capinl
paid into the company. Tommaso Portinar,
for instance, who was managing parner in
Bruges and owned enly £ 400 geoat out of
the total capital of £ 3,000 groat, was entitled
to 25 per cent of the profits,

The prominent position of the Medic
which I have been stressing, is further cormoy:
borated by the fact that different terms were
used: outside partners were styled o fusiores s
and if they were appointed branch managen
added the title of « povernators »; the Medid
were called o« mappror .

(<) For the personnel the hicraschical wider
customary in previous centurics wwas adepted: —
seripani or scriveflers, chiaeai or guardians of
the keys and « garroni» or ofiice boys. But
the figure of the chicf accountant acquired add-
ed consequence being entrusted with other i
portant tasks. Formerly he had attended ®
the firm’s accountancy, directing and controlt
ing the book-keeping, collecting the figures fr
the balancesheet which was finally drawn 1
by the manager and the « partners » who 2+
sisted him. Now as the « direttore del Band
di Firenzes (manager of the Florence bank}:
he acted as business adviser to the head of the
firm and the other « mapgiorin and was @

4

fact their right-hand man who, besides ad-
mirisrering the head Bank, “supervised all the
sabsidiaries Banks in general and &l the center-
ttes either directly or indirectly controlled by
the Medici, After having consuleed his master,
he pn:par:d_th: instructions for the branch
managers and o travelling agents », examined
their reports, called them to Florence to discuss
matters with them personally and audited their
bilance sheets, He in turn had ‘two collabe
rtors whom pe Roover, with only approxi-
mate accuracy, calls o sottadivettori v (dssistant
managers). I say with only_approximate aceu-
becanse this term s not o be found in

the firm's books and alse because, far from
being entrusted with responsibility for all the
affaire dealt with by their chief, thise men eould
ealy cbligate the Florence-Bank and make out
&ille of exchange. Several of these managers
and assistant-managers have their own right to
fame, quite apart_from having been admi-
pistrators of the Medici: Francesco Sasserti,
for ifistance, immartalised by Ghirlandaio in
the church of Santa Trinita and Francesco di
Jacopa Neri who was killed in 1478 during the
fray which followed the murder of Giuliano

Fiore.

v — Frmancing the Concernl,
With reg
the Medic: k, 25 was usually the case in
the past, the capital forming the company's
stock wae insignificant as compared with the
firm's business turnover. Suffice it to mention
that the branch officc in Bruges, whose capital
—as I have already mentioned — was £ 3,000
groat, leaned over [ 6,000 groat to Charles
the Bald, while the firm had many other en-
gagements on hand at the same time as well
s considerable sums temporarily imméobilised
in bills of exchange. As in the thirteenth and
centuries the main operating funds

= de' Medici in the Curch of Santa Maria del

d to the financial resources of

.
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the interest paid on such deposits had varicd
formerly actording to whether the depositors
were partners or cutsiders, pe Roover speaks
also of a remuneration that varied according
o Lh.ccEmﬁB received; this being the case, these
were obviously notlreal deposits, but more in
the nature of shares. Lastly, just like in pre-
vious cenuries;the Medici Bank, being o cam-
pror damini Pape v, ivailed itself for it opera-
tions of the papal revenues which were turned
over to it by the papal eollecrors and were
retained for longer or shorter pericds without
any obligation to pay interest to the Church .
since the latter condemned such a practice.
‘These sources, however, must not be consider-
ed to have been permanent operating funds or
constant sources of profits. Since one of the
functions of the'« campsor » was that of grant-
ing overdrafts to the Camera Apestolica in
anticipation of the revenues to be paid in by
the papal collectors, it eould happen at any
moment not only that the papal funds “held
by the firm were completely depleted, but also
that money had to be advanced to the Church
out of the Bank's own money. Morcover, 'cven
when these funds were available, it would have
been too” great a risk for the company o’
them over too long a period, since one cou d
never be sure when their rightful owner would
ask for their partial or total payment or order
sums to be transmitted to other persons by
means of a bill of exchange. In fact, to give
an example, in 1471 the Mediei were creditors
of the Camera Apostplign=to the extent of -
62,918 florins di Cam r sums advanced for
fiphting the Hussites of Bohemia and for sub-
sidies to Matthias Corvinus to help him hold

“out against the Turks, Y

6. — Accourting: (2) Nestro and Vortro dc.
counts; (b) Recording Speculative Transac-
tions in Foreipn Currencies; (¢} the Final
Balaner. 3

were supplied in the form of deposits, cither —

by the partners themselves, by the personnel or
- by cussiders. The only difference was that
deposits were more plentiful in the Medici
banks and (if I have rightly understood
o Rooven's text) the practice exclusively fol-
* lowed was thar of time deposits (with six
months or a year: notice). F;m'nﬁ'. wherest

e

{a) The extensive use of bills of exchange
made by the Medici Bank calls for mention to
be made of the recording of these transactions
in the firm’'s books. is of indisputable
intcrest since a technique came into being at
that time which may be said to be still in usc:
in fact mio (my) and fwo (your) or swe (his)

)
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accounts, otherwise known as mortro {for our
account) and postro (for your account) or lore
{for their account) were opened, which were
kept just as they are nowadays. In our modern
banking and accountancy technique they have
the- following meaning: «my account» is an
account opened at the initiative of the banker
who keeps the records and.-disects the trans-
actions recorded therein and refers to trans-
actions abroad and infforeign currency (namely
in the currency of the forcign country); « your
account v s an account opened by request of
a correspondent: abroad and refers to trams-
actions to be made not in the currency of the

. foreign country, but in that of the banker who

has becn requested to open the account. The
former type of acchunts arc often kept in local
and foreign currencies for the provisicnal com-
parison- of currency values to be corpected
before closing on the basis of actual exchange
rates, while the latter type has snly one columm
since the local eurrency does not require adjust-
ment for exchange differences.

Since bills of exchange could be drawn or
remitted reciprocally by the Florence Bank
and the subsidiaries, acting either-as_« princi-
pal » or as « agent », we find that each business
kept 2 mostro and a sogre account open to the
others; the mosfre account usually had two
columne, one in local currency and the other
in foreign currency, while the sortro acconnt
only had one and frequenty included chargres
for commission; brokerage, taxes and so forth.
In the books of the Bruges branch the two
accounts of the Venctian branch were headed
as follows: « Chosime de’-Medici e compagni
di Vinegia per nostro chonto » (Cosimo de’ Me-
dici and partners for our account) and « Cho-
simo de’ Medici ¢ compagn: di Vinegia per loro
chonto » (Cosimo de” Medici and partners for
their account). o

Since the purchase of a foreign Wil involved
an extension of eredit as well as the acquisition
of a claim on balance abroad, the Medici —
in order to make the most advantageous use
of said balances — had a second bill of e

_change remitted to them to bring home the

money invested in the frst bill. This type of
transaction was known as cambiam e recam-
Biterm, just because it involved two bills instead
of one. Heie is a practical example of a trans-

action started on July 15th. taqr. On said dare
the Medici of Venice boughe o bill on Brups
at the rate of 5484 proats per Venetian ducar,
Twn months later the bill matured and g4t
groats per ducat having been received in Bruges,
the Flemish branch, acting as agent for the
Venice branch. immediately used this sum 1o
P‘urch:l.«t a bill on Venice, also T.h‘l!r':lhh: at the
end of two months, ar the rate of 5164 groan
per ducat. The Medici of Venice thus made 3
profit 'of 3 groats on cach ducat over a perind
of four months, namely the difference between
v4 and s1%4 groats.

Always referring o Wills of exchange; it
sheuld be mentioned that an utograph sign
ature of the drawer was not sufficient to vouch
for their validity, they had to e writtgn entirely
in the hand of the maker...* The fact that the
« handwriting » and not the « signature » wa
honoured f& proved by the existence of special
ledgers comtaining sample handwritings of
correspondeiits o per chaf mane aremo a dare
chompimento » (whose handwriting we shall
honour). - : ro.

_ (b) Another characteristic Feature deserving
mention from the point of vicw of accountancy
is connected with the pracire of selling m
commission which was far more Frequent

in the past centurics, as purchasers became
reluctant to place orders in foreign countrio
and wanted to see the goods they bought them:
selves. Probably this had something to do with
the richer assortment of commodities-on the
market, some of which -— such as the artistc
ohiects — could got be what we should pow—=
call standardised, as did the staple producs of
the fourteenth century which had different bat
constant characteristics according to the citie
in which they were manufactured: e from
Coma, scarlatte from Ipro, ete. MNor must we
forget that there had been a decline of the
fairs that had florished in the thirteenth and
fourteenth centuries and that permanent locdl
markets had come into being, so that each
citv had several shops in which all the articls
formerly supplied by the fairs were to be found.
At the economic development of the countrits
on the other side of the Alps progressed, they
gradually reached the level attamed Jong befor
by Italy, where fairs had never been of grest
importance owing to the precocious growth of

the cities and nor merely because s peo-
graphical position was less Favourable, say, than
that of Champagne. In any casc the fact
* remains that a Medici bank sent or received
10 be sold on commission, without runn-

pammission.  Sometimes this service was re-
quested by outsiders and carricd out for” them
by the firm and sometimes they undertook
joinit ventures with gther merchants. In all the
above cases it was customary to open separate
aeeounts for each o deal o these accounts were

-with all- outlays, costs and expenscs
md credited with the proceeds from sales, The
differciice that remained represented cither 2
sofit o a foss and was transferied o a « Profic
and Loss on Merchandise Account v, A propos
«f the specification _« merchandise v it should
be mentioned that profis and losses on ex-
change transactions were recorded scparately
gnder this heading. This system of separate
woounts, known as o contabilitd di specala-
sione » (speculation accounting), eliminated the
necessity of inventory valuagtion, of which in
fact ve Roover fAnds no trace in the Medici's
boks, He therefore draws the conclusion that

¥

plains the fact that Luca Paciolo docs not make
my mention of wventory valuaion in his
wWHtOgs. :

{c) I will closc this peragraph by proving
not an innovation, but the continuation of an
old system. 1 have already stated that the Me-
dici banks drew up their balance sheets cvery
war, or even before if the « maggiors v wished
them o do so. This balance sheer or settlement
continued in  their book-keeping to mean
~ smething more than the end of one financial

year and the beginning of another; it put an

o to one « partnership » and marked the

ieginning of 2 new one, which might have 2
. different capital — more ‘'or less than before —

and consist of different partners; whereas prior

@ the « settlement » no changes were allowed

10 be made in the articles of association. It
 thould be added that this end was only formal
“oemce the fact that the name of the firm

the main « partnership » which' I should like
W writc with a cﬂ.?:‘lt.‘ll a P u, while m g a
mall « pu for the others.  As far as accounts

mg any risk and receiving the benefit of a-

the diffusion of this type of accountancy ex- -

minained unchanged rn:.inta'mlr:g the unity of  the m
Y 1
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were concerned, thg books of the «old part-
nership # (those of the branches scaled and sent
to Florence) were closed and the new records
in the name &f the «new company s were
opened  with™ihe credit and  deébit balances.
Thus the «new » partnership undertook o
carry out the transactions which had not yet
been completed and, as it made or received
payments, fecorded thep in a special account
bearing the name of the old partnership. The
names of the members of the old partnership
appeared in the new books even if they were
no longer members of the new partnership and
they were still entitled to the profits or respon-
sible for the losses resulting from the account
for the '« old » partnership.

7. — The Canres of the Decline: (a) Loang fo
Sovereigns; (b) Managerial Shortcoming:
and Errors; (c) Reduction of Inverted Cap-
wal; (d) The Monetary Problem,

{a)y Daring but well calculated ventures suc

“as the alum monopoly, the type of interior or-
ganisation which [ have described and the
prestige of the firm's name, which was that
of a Family well-known -at horhe and abroad
for its political position would have led one w
expect solid and lasting prosperity for the Me-
dici concern. What we sce instead is a parabola
which reached its a jurid abour the year
1466, declined under T the Magnificent
and came to an end when Piero.di Lorenzo
was expelled from Florence,

The highest point was reached in the life-
time of Cosimo the Elder, who inherited from
his father in 1425 a patrimony of 1Boc0o flo-
rins, which he increased by 1440 to 235000,
and by 1460 to 400,000 forins.  And we may
believe, even though definite data do not exist,

“that before his death he had greatly increased
his huge wealth, in view of the information
that his lesser partners, for example, Francesco
Sasserti, had doubled his estate in a few years:
from 2,720 forins in 1462 to 52,000 forins
in 1466. : :

“The craks wich appeared and extended in
agnificent structure of the Medici con-
cern were caused by the granting of excessive
loans to sovercigns which, ever since the end
of the thirteenth century, had heen undermin-
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ing the foundations of other big companics
(the Ricciardi of Lucea, for instance, and laer
the Frescobaldi, the Bardi and the Peruzzi of
Florence who lent large sums to the King of
England). Later on, during the sixteenth cen-
tury, other companies were also fo be sarely
trigd (the Affaitati of Cremona, for instance,
and the Fugger who financed Charles V and
Philip 11). Should not the’constant repetition
of such instances have been a warning to avaid
such systems? The truth of the matter is that
even if one is warned of a danger, one is not
always able ta avoid-it, for, just as the princes
needed extensive credit frem big foreign and
particularly ltalian enterprises to achicve their

" pelitical *aims, the big merchants could not

carry out their economic policy without the
good-will of the aféresaid princes, from whom
it was passible during the thirteenth, fourteenth
and fifteenth centuries to obtain, among ather
things, permission to reside in their territories,
export licences and facilitations for the import.
ing of materials while, from the sixteenth cen-
tury on, business enterprises could hope through
them to participate in the cxploitation of the
rich new territories that had been discovercd.
Moreaver we must not forger the particular
position occupied by the big merchants of the
Middle Ages in the politics of their times, in
which they played a prominent part for several
centurics, though to a varying cxtent and with
different modalities. It was for this reason that
they considered, though in'different ways, their
afiairs as a reflection of the Statc's +political
trend and were convinced that the well-being
of the State was closcly connected with the
success of their enterprises, Of course this
attitude cannot be confined to any one period
of history for it is commen 1o all ages, since
the governing class never forgets its privileged
position and does its best o censclidate and
make the most of its privileges. - We can only
speak of a greater or lesser consciousnesy of
fundamental or general interests, that is to say
of a greater or lesser sense of responsibility
towards the country and, one might add, of
a greater or lesser intelligence, since sclfish

* cunning concentrates on inmmediate personal

whereas real shrewdness s far-
suﬁnganﬂahmmlm:pum:h:,l:natsdid:r

and more lasting targets. Obviously the Bardi

Benca Narinnaic del Lavoro

and the Peruzzi, who were at the same time
the managers of their respective merchant com.
panies and priors and magistrates in the Repy.
blic of Florence, never made a distinction et
weiii their personality as merchants or as Stae
officials when a decision had to be made. In
the same way Cosimo, Picro, and even morne
so Lorenzo de’ Medicl, whicn preparing their
busimess enterprises, never acted independendy
from the influence they exercised in the Go-
vernment. The former drew up a teeaty o
prepared -the ground for a declaratici of war,

bearing in mind the advantage of having 3 -

mere reliahle market for their bales of cloth a
well as a more icliable source of raw materit
for their manufactures; thus, if they acted
horestly and intelligently, they were able o
bencht both themselves and their city. Avail
ing himself of his authority, Lerenzo the
M:gnlg:i?t actually laid hands on the Mot
defle , a public fund for providing foc
poor girls when they marricd, transferring in
capital to his bank when it was on the verge
of bankruptcy (4. P "

1 very much hope that the mention of the
close connection between poliiics and cconomy
or — to put it Quite frankly — business in the
Middle Ages or early Renaissance may ¢
age some scholar to go more deeply into]
matter, since the results would certainly justly
the effert. 1 should like to add, while an
this subject, that there is also an exception ta
this rule which should not be forgotten: I
refer to Francesco di Marco Datini, a big mer
chant of Prato who, in building up a g
enterprisc of a very different from chat
of the Bardi and only in part like that of te
Medici in the late fourtcenth and early 6
teenth century, deliberately kept business and
politics apart, showing such attachment for ba
own interests thar he refused to accept anf

B}M&upﬁm!dﬁﬁdl&:mwiﬂnsbﬂd_ﬁ'
niue coanesied with the slready mentionsd Medid Vet
slim cartel, s the recest work, Limpress di Loresse 40
Mrdici comtro Volterna (Flarcher; i548), E. P atiriiaen e
eruel sacking of Vielerra wo be istesest waken by Lotezm B
the alum mincy dimumed in that loealiny; bt the erito rehele
speinse b crotity of this stement with argaments it a1
pardly walid Perhaps it will be found expofien: o &R
furher aiention 4o this peoklem, insersing it imi whas mig
be.caliedk the alum policy of the Midisl Bank; probshly ¢
eanelusioe reached weuld be leur cargosical than Flsssls, 1
ot 4o G Eram his thews a3 his critics would have e belie

litical appuintments, The insertion of this
re and of this attitude among the figures
and amitudes of the protagonists of capitalism
_in the Middle Ages will lead to a better under-
wanding of men and events in the subsequent
senturies up to our days. Mention should also
be made, for the same purpose, of the Trapato
delly Famiglia (u Family Treatise ») by, Leon
Rirtista Alberti (4), who is held to be the first
writer to truly deseribe — and certainly the
frst to explain and defend — the great bour:

F;;u[qing to the Medici, the best proof we
kave that they were aware of the danger of
granting credit to sovercigns, is to be found in
the parmership contracts for ‘the Bruges
banch. The articles of the 1455 partnership
: ent forbade the Flanders o governatore »
w icll foreign exchiinge on credit to spiritual
or temporal princes, w lords or ecclesiastics
i general or to State officials: this meant that
wedit was only to be granted to merchants and
even then only after their credit standing and
- seputation had been carefully locked into. In
y71 permission was granted to lend up o
[ 6000 groat to Charles the Bold. ' In 1473

by the Duke of Burgundy, at the time of
bis death- #1477, were ascertained to total
[ oz00 groat. In order to guarantcc repay-
ment, Maximilian of Austria who borrowed
£ 3600 groat soon after, gave as security the
bmous crown jewel known as the flewr de Iy
and granted his ereditors the proceeds from the
tonlien or customs, The settlement eventually
" pegotiasted was only made when the Medici
banking group had already gone to pieces.
* (b} I have alrcady said that Ioans to sover-
tigns were the Horse of Troy introduced into
the fortress of the splendid Medici ¢nterprise.

. iiel's ruin, just as the credits granted to Ed-
- ward I by the Bardi and the Peruzzi were not
the only cause of the famous collapse of their
companies in the middle of the fourtcenth con-
tary. | have attempted elsewhere to describe
- the circumstances swhich contributed to the fall

W LB Acepn, | pmr: e ik Jii'hafﬂh]h‘ b, edited
by FIC. Pelleprini and B8, Sposginn, Flantmee, 1546,

w limits were fixed.: In fact, the debts incurred .

Bt they were not the only cause of the Me-:

of these cﬁ'mpaniu-jwhic]\ "lufilgani called the®
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u pillars of Christianity » and which accelerated
the historical transition. from the Republican
government of Florgnce to the Signoria which
eventually surpassed the boundaries of the city
and ‘included the whele region.  Some of these
circumstances help to explain the downfall of
the Medici bankmg concern, including some
connected with organisation, though naturally
the characteristic features were not exactly the
same. In the case of.the formef companies
business reached such dimensions thar it could
no longer be controlied from the main office
which grew weak and disunited as more and
more outside partners came into the family
concern: hence, -interior conflicts which result-
ed in a slackening of discipline and frandulent
behaviour on the part of the personnel in the
branch offices. In the case of the Medici the
M mgg:’ori " :cla::d-_th:lr control of their busi-
ness caterprises as they became more and more
invalved in politics. What a_difference there
was in fact between the behaviour of old Cosi-
mo apd that of Lorenzo the Magnificent  And
what a lot of rouble was caused by this change,
in behaviour! There is no doubt that undef
the iron rule of Cosimo, who bent his part-
ners and personnel to his will, the latter’s lack
of initiative was detrimental since very often
rapid decisions would have needed to be-taker
in opposition net only.with precise orders, but
even with the general lines of action imparted
to the « governatore » len -he left Florence
to manage a subsidiary. And there was no
telephone or telegraph for ‘asking permission or

for transmitting advice or orders. Hawever

hard the merchant bapkers tried to overcome
distances as quickly and safely as possible, they
could not exceed the resistance of men and
horses, cven if posts and changes were more
frequent and better organised thane they had

- been in the past.

When Lorenzo, showing little interest in
business affairs, left marters almost completely
in the hands of the « local managers », it soon
became apparent that there was a complete lack
of gencral vision, of a single strong will hold-
ing the reins of the various uansactions. [t
was then, that personal ambitions came to the
fore, cansing serious damage to the undertak-
ing; the personnel in the branch offices actually
revolted in certain cases (even against Antonio
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di Bernardo de” Medic, for mstance, who was
a relation of Picro and a junigr parmner and
who had to be called back from Bruges after
a struggle that lasted for years); rash decisions
were taken which had nothing in common
with what | spoke of as the daring but well
calculated ventures of the main office, and
fraud and ‘deceit became far from unusual.
When Cosimo was sull alive, Agnolo Tani had
already imprudently engaged the company in
an” unfortunate deal with a firm of Lombard
lenders, whose bankrupicy amic very ncar to
comprormising the future of the Bruges branch.
In 1484, as a result of Lionenn de’ Rosi's
repeated acts of dishonesty, the Lyons branch
was on the verge of collapse.  Meanwhile Tom-
maso Portinary” had | bound the fate of the
Flanders branch too closely w the political for-
* tunes ofe Charles the Bold, whose friendship
caused him great pride and permitted him to
yield considerable ‘influence (5).

Nor was it o be expected, as political,
literary and artistic interests and a standard of
living typical of the courts of the Renaissance
absarbed the Medici more and more, that the
figure of the « general manager v could succe-
ed in overcoming the damage caused by the
lack of interest shown by the « maggion n.
If, under Cosimo the Elder, FL?L!.F_:'EG Inghi-
rami diligently put himsclf ints his'h:mk, in-
telligently scconding his brilliant yer cautious
master, the same cannot be said of Francesco
Sassetti, adviser 1o Picro and Lorenzo de’ Me-
dici who gave him the significant tide « our
minister » o show the extent of the confidence
he placed in him. - Sassett, who had shown
a certain zeal under Picro, allowed himself to
be carried away, like Logenzo the Magnificent,
by a passion for literature and the collecting of
waorks of art and manuscripts; also he was fond
of the company of humanists.  All these pccup-
ations which were certainly more amusing than

(£} The Following snay b ciaed a0 instommey of the eaishs.
dans that fel] oo him: he wis sne af the wiknomn o the
ratifieation of ihe alliance betwoss France snd Burguady whith
was signed in bl hoose; heowas preseat ag the Mecting -wiith
ook place 3t Trives bevween Charied and Emperor Predesic I,
waiting cagesiy 10 spresd precious oriental cwrpens from the
Medici warchouses before the iref of = his Priscc s whe had
therished the iilusdion thar he wes shous to Bt erowned king;
b acted s Amhaissder of Cherles the Bold o the Duke of

. -Micam,

. reading dry business reports and balance sheen
“help to explain the disorderly management of

the lase years, the rash actions of local managen
and the swindling.

{c) But the removal of the Medici from the
actual management of the enterprise was n
only due to the facts set forth above. Sine
political interests and the patronage of art and
literature called for a growing cxpenditure the
Medici, who in earlier years had enlarged the
fund known @ fuord del corpo della compagniy
(above and beyond capital) of their enterpris
by re-investing such part of the profin o
was due to them after each o settlement », no
longer followed this practice in atey years.
What is worse, they went on drawing ot
money, untl they had exhausted their originad
deposits and acally had to ask For advance.
Thus in 1494, after Picro di Lurenzo had been
driven out of Florence, his liabilities to the
Bank excecded his assets including<his sink
capital by over 17,000 gold florins and a Further
debr of over 7,500 gold florins was charged t
the nal account of Cordinal Giovansi
de’ Medici, later 1o become Pope Lec X

Here wo what a difference between the
thriving busincss” into which the Medici had
poured their personal funds like rich, D
giving blood and the eoterprise they ruined by
applying both to the main and branch offices
for credit. ! ;

(d} Lastly pe Rooven draws amention td"ﬂii:
fact that the Medici Bank cperated in an ue
favourable period; in the fifteenth century, the
value of the gold florin (on the basis of which
prices were calculated in international trade)
rose ar an cver increasing rate owing bo.the
debasement of the silver currcicy and to
change in the market ratio between
silver (6). On the one hand the constant fall
of prices in gold coin reduced the profits oo
business and the rise in the value of gold causd
a serious siteation due to losses on paymens
due from France, England and Flanders, whas
silver currency had depreciated in terms of
gold, On the other hand the burden of their
liabilities with depositors grew heavier and
heavier as the purchasing power of gold increr

16} & Ciria, fondi di Siodin deile Moseis, 1, [ merimend
dei combi n Dishis dal seendo X1 af XV, Pavia, sy,

£

gold and

'
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ed, since both the repayment of capital and
the payment of interest had 1o be in gold. And
t.the Medici had o turn moere and more to
rather harmful deposits as the bulk of their
really sound resources — those o above and
beyond their stock capital v — not only no
longer increased as in the past when business
* thrived and large dividends were redinvested,
but dwindled as a result of the withdrawals
already mentioned.,  Certainly a reduction i
the rate of interest offered to their depositors
would at lesst have brovght some relief, but
chvisusly the Medici frared the adverse effect
of such a step en their credit. When the iine
possibility of paying any intercst at all suddenly
pevealed the desperatencss of the sitation to
the public, ruin followed almost immediately.
Like the big companies of the fourteenth
century, the Medici o succombed to the effects
b an excessive recourse to credit, When earn-
ings were no longer sufficient - whatever may
have been the cause which wis certainly not
the same in both cases — to cover imterest
charges, the intrinsic weakmess of the whole
financial structure became apparent and it

allapsed.

* 8. — The Liguidation of the Branches and the
Final Collapse.

*

Al that now remains to be done is o -

otablish the gract moment of various collapses
which ledd wp to the final crash. The Bruges
branch was liguidated in 1478 and taken over
by the former manager Tommaso Portinari who
paid Lorenzo 16,600 Horins, This scrtlement
et Portinari practically without working ca-
pital; he cventually ruined himself in a vain
atempt to claim the credits and pay the debts
which he had taken over with the bank.

If he did not go into bankruptcy and if he
was able to leave the Bruges affairs to his
nephews, when he returned to Florenee, Por-
thari owed this largely to the favor of the
princes whom he served rather with diplomatic

 missions than with money, Maximilian sent

 lim a5 ambassador to the Duke of Milan in
1487, and Philip the Fair sent him in 1496 to
the King of England to whom he had been
ket six years previous by his former maggrore,
" Lasenzo the M:

&

agnificent, in order to z:um:lud;

Fo

a commercial treaty which would have made
Florence the staple for English wool in the
Mediterranean zone, .

Matters developed along very much the
same lines in London. Just as Flanders had
been necessary as a basis from which the ma-
terials and t::pi::l:ritL the Flemish specialised in
could be imported and to which typical Flo-
rentine fabrfts diid essential raw materials such
as alum could be exported, the Enplish market
wis of outstanding importance for the purchase
of wool, There woo it was necessary to submit
to the demands of the fovereign-under con-
ditions, which had "become increasingly un-
favourable since.the times of the Hardi and
Peruzzi companies, In fact the industrial
development of England, while it caused native
merchants to be more and more hosile to
forcign merchants importing finished articles,
also reduced the supplies of flecces available
for export since there was increasing local
demand for them. It is sufficient to méntich
that whereas England's yearly exports of raw
wool totalled 30,000 sacks abour 1350, under
the reign of Edward 111, they’had dropped tw
barely 5,000 sacks in 1500 although sheep were
being bred mofe extensively, On the other
hand, exports of manufactures which cmly)
reached 50006000 bales in 1355 had risen to
over 60,000 bales by 1500 for the merchant
adventurers alone (7). Under the circumstances
it was obviously out of the question to Tefust
the demands of a sovereign who only granted
export licences in return: forloans. If these
loans had been nece for Edward 11T to
finance his wars agai otland and start the
Hundred Years' War, they were equally in-
dispensable for Edward IV engaged in the War
of the Roses, the dynastic struggle against the
Lancasters. "For his first victory in 1461 he
had already incurred debts with the Medid
and as early as 1464, at the time of Cosimo's
death, the London branch was having serious

-.difficulties from which it scemed to recover
in 1467 when, as the result of a general state-
ment of accounts being drawn up between the
Medici and the English treasury, the king un-
dertock to repay all that he had borrowed.

(7} Cir, C. Luzzarra, Sroria Economvica - L°Erd Moderna,
and ed,, Padua, 1936, p. 353
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Unfortunately, however, Edward had hardly
stasted to pay off his debts when, in 1470, he
was driven out of England; nor was he in 2
pasition, when he reascended the throne the
following year, to resume the payments he had
uhdertaken to make. Meanwhile as a conse
qdm:: of the Pl{.'l“l‘i.-::;] vicissitudes, many of the
rebiels who owed money to the Medici had
been killed and their prop€iy scized.  The
London branch was liquidated in 1478 at the
same time as the Briiges. branch, - Losses total-
ling 51,503 florins were written off.

There is o doubt that 1478 was a crucial
year for the Medici, inot only becauss of the
ihove-menticned  collapses of. merchant and
* banking enterprises, but also politically, for it
was ‘the year of the Pazzi conspiracy from
which Lorcnzo escaped by a miracle, while his
brother Giulizno was dain. It became ne-
cessary to recxamine the whole situstion and
Lorcnzo the Magnificent had to turn for sup-
port to his mest powcrful fricnds among the
forcign potentates.  He decided to apply for
tielp to Louis -X1 of France whe called him
man cousin, generously waving aside the fact
of his plébeian birth since Lorenzo could be
helpful to him in economic matterse~, But this
time it was Louis who had the upper hand
and he availed himself of this opportunity
to obtain from Lorenzo what he had been aske
ing for a long time, though receiving only

ial" satisfaction.  Until now the Medic,
who had interests in three foreign countrics —
Flanders, France and England —, had favour-
ed simutaneously princes who where hastile
one another: on the one side Edward IV and
hic brother-in-law Charles the Bold and, on
the other, Louis XI. Now the moment had
comte when 2 definite decision had to be taken;
the same circumstances repeated: themselves as
in the case of the Bardi and the Peruzzi a
hundred years earlier. They o, being un-
certain whether victory would fall w Ed-
wad 11 or to Philip VI of Valois, had shded
with both, but when the Kiag of France

discovered their agreement with his English
rival, he seized their propsty and lrnprimnui
the personnel of their branch offices so tha
they were obliged to limit themselves to one
sid~ only with the result that, like those whe
place their money on a horse that loses, they
had to bear the consequences. It s trae thay,
in the case of the Medigi, fortune was to smile
on Loiis X1, but nevertheless the conditions he
laid down were very hard, Wery likely the
hranches in London and Bruges would lave
had to be wound up in any case, but cortainly

the decision to liquidate them was influenced

to o small degree by the new wend of Lo
renzo's pu“n:}’,

Since the Venice bhranch, no one knows
why, had disoppeared before 1470, the - only
branches thae remained after the Pazzi conspir-

acy were that of Lyons abroad and thoss of

Rome, Florence and Milan in Ttaly, which mus
have had #fairly" solid foundations since they
were drawn on te a considerable oxtent in
tarB. 1A 1404, when Pierc di Lorenzo was
driven out of Finrence :md‘a!] the Medid pro-
perty was’ scquestered, what remained of the
undertakings of the Medici of the branch of

" Giovanni di Bicci was wound wp: these miser

ahle remains consisted mercly of deficis, par-
ticularly in Romc where said deficit amounted
to ‘17,243 florins.

Thus cven the Medici Bank was net able
to escape the fate of all the companies that
fallowed upon one another from the thirtenth
century onward, all of which rosc rapidly w
power and then precipitated in very much 1
sMe  Way. h]} company chat  Flled the
place of another that had failed had larger
markets and did bigger business. Both to the
public and to the partners themselves it scemed
stronger and better fitted fo challenge all
difficulties. But those « compagmic» dared
beyond¥their potentilities. And for each in
turn the moment came when they were revel
ed for what they really were: colossuses i
feet of clay.






