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PREFACE

The aim behind the establishment and dissemination of the subject of the
History of the Company is to encourage the spread of entrepreneurial
culture among scholars of the subject and readers in general. Its emergence
as a teachable subject, the setting in which it appeared, the students to
whom it was addressed, as well as the main bibliographical contributions
made by the great teachers who taught it, all make it a fundamental tool
for developing entrepreneurial spirit among all those who are interested in
founding companies and in building their professional careers along the
path of entrepreneurship.

For these reasons, analyzing and learning about the life trajectory of
businesspeople allows the incorporation of their experiences into the busi-
ness organization. This set of actions enriches the decision-making process
in the company, since people take them in very complex concrete circum-
stances, regardless of the organizational variables or structures. Likewise,
immersing yourself in the biographies of the people who run companies
offers an introduction to economic realities, since understanding success and
failure in the business world means accepting the ups and downs of the
commercial activity. This approach is intended to provide those inter-
ested in the subject with a dynamic view of the economic process and
the commercial enterprises, however large or small they are.

The interest in Economic History especially arose from the 1970s
onward, and the History of the Company has been closely linked to the
development of it. This may be one of the reasons for the late incorpora-
tion of these studies in Spanish universities. On the other hand, the idea of
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Spain’s economic and industrial backwardness throughout the nineteenth
century had been the focus of research by distinguished historians for
many years, and issues considered more tangential, such as companies,
were overlooked.

The influence of American universities (especially the pioneering
Harvard) in the introduction of the History of the Company, directly
influenced its development in Spain. The methodology for the study of
current business situations was based on case studies, which allowed
students to learn business organization techniques. The starting point was
a very basic proposal: to study cases of companies from the past that would
allow the analysis of situations that could arise in the direction, manage-
ment and organization of a company in the present. This is the usual
practice developed by business schools in Spain: IESE, ICADE, IE,
ESADE and ESIC, among others.

To bridge the gap, the final aim of the compilation and “succession of
cases” included in this book is to foster a better understanding that enables
effective decision-making in the business world. At first, the use of this
methodology was merely descriptive, but more recently, researchers
have begun to explore new procedures in order to achieve greater concep-
tual precision that allows generalizing the evolutionary processes of com-
panies. This trend has fostered comparative analysis—such as those of
Chandler and Cole—and the application of economic theory, highlighting
the role of the company and the entrepreneur in economic development
and industrialization. Many of the studies presented here are largely a
response to these approaches.

The cases selected in this book aim to show a broad panorama and
respond to the multiple studies that have been carried out in Spain in
recent decades. Advances in the knowledge of Spanish companies and
entrepreneurs have been considerable and represent a relevant approach
in the field of Business History. The topics covered reveal the different
conceptions and focal points of Spanish companies and entrepreneurs in
recent centuries. Cases have been sought from regions of Spain that have
traditionally had less business activity, such as Andalusia, and Castile and
Leén. Other cases correspond to marginal areas from a geographical point
of view, such as Minorca. On the contrary, cases from the Madrid area
have also been selected. The objective of the selection has been to carry
out a “positive discrimination,” presenting companies and entrepreneurs
from lesser known areas, both from the regional and sectoral point of view.
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Some chapters cover more general sectors such as water supply, rail trans-
port, tourism and the changes during the political transition from dicta-
torship to democracy.

After an initial introductory work where the figure of the entrepreneur
and the historiographic advances in the History of the Company are ana-
lyzed, several studies on companies and businessmen in the pre-industrial
period are included; for example, the commercial companies in Castile
during the fifteenth and sixteenth centuries, and a brief overview of the
businessman Simén Ruiz as an example of advanced business manage-
ment. Among these, the figure of a great modern capitalist, Jakob Fugger,
has been inserted. Although it is true that he was not Spanish, his multiple
relationships with the Spanish crown in the sixteenth century, as well as his
actions and variety of businesses, establish him as a clear reference in the
institutional concomitance between the business world and the politi-
cal power.

A second block is made up of several studies focused on the nineteenth
century and the first decades of the twentieth century, such as commercial
activity on the Reinosa route, the wine business in Cadiz and the vicissi-
tudes of the Antequerana Sugar Company. In this part, a work focused on
the analysis of commercial bankers, banking houses and large national
banks also appears.

The third group of works is under the auspices of two large sectors that
converge in the field of public services: drinking water supply companies
and railway companies.

The fourth block of studies is characterized by the analysis of relevant
entrepreneurs in various branches of the economy: Eusebio Cafranga in
the travel agency business, Santiago Pons and Jaime Mascar¢ in footwear,
and Pedro Montanés in food. These contributions culminate in the chap-
ter on the possible keys to the success of the leading company in the insur-
ance sector (MAPFRE), as well as a sharp reflection on the role of Spanish
businessmen in the face of the regime change from the Franco dictatorship
to the democracy, with its respective challenges, difficulties and hopes.
Finally, this book closes with a novel contribution of the Valladolid
company Lingotes Especiales, which in a few years has undergone the
transition from a small company to a major multinational.

All these cases, and this book as a whole, are intended not only as a manual
for the History of the Company courses, but also as a text to be studied
and consulted by professionals. The works found within, in a rigorous and
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systematic way, aim to illustrate the diverse business panorama existing
in Spain. In essence, these have been the main reasons behind the prepara-
tion of this book.

Finally, it is essential to thank the Springer Nature Switzerland AG
group for the publication of this project. On the one hand, we thank the
anonymous evaluators who have supported this work with their com-
ments. On the other hand, we thank the effort, interest and help provided
by Ruth Jenner, and her excellent disposition as Economics Editor of
Palgrave Macmillan.

Jaén, Spain Maria Vazquez-Farifias
Valladolid, Spain Pedro Pablo Ortanez-Goicolea
Jaén, Spain Mariano Castro-Valdivia
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CHAPTER 1

The Influence of the Entrepreneur as a
determining factor in the History of the
Company

Mariano Castro-Valdivia

1.1 INTRODUCTION!

A country’s economic growth is increasingly linked to the success of its
companies. In this context, studying the figure of the entrepreneur and/
or businessperson is essential. As the professors Jos¢ Manuel Menudo
Pachén and José Maria O’Kean Alonso (2019) point out, one would

! This work is the result of the reflections which originated within the Teaching Innovation
Projects at the University of Jaén and the University of Malaga. The former has been focused
on the study of “Las TIC’s y su influencia en la ensenanza de la Historin.” The latter deals
with the “Nuevas metodologias y contenidos aplicados a la practica docente: el Archivo y el
Musco como base para la innovaciéon docente y la investigacion histérico artistica en la Era
Digital, PIE 15-67.” A first version, which is more extensive and detailed, of this work has
been published in Matés-Barco Juan Manuel and Mariano Castro Valdivia (2017). To facili-
tate reading, the detailed footnotes have been removed from the original text.
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2 M. CASTRO-VALDIVIA

expect to find various epigraphs devoted to this subject in Economics text-
books. The reality, however, is quite different, since references to the
entrepreneur—their characteristics and functions in economic theory—
are rather scarce.

The figure of the entrepreneur has become a pertinent factor when
explaining economic development and the growth process. Likewise,
growing rates of unemployment have generated, among both institutional
and private agents, a significant interest in promoting entrepreneurship as
a formula which could eradicate the social scourge of unemployment. In all
areas, political, educational, social, and economic, the active promotion of
policies that encourage the culture and initiative entrepreneurship brings
are being encouraged. In academia, research on entreprenenrship has mul-
tiplied (De la Torre and Garcia-Zuniga 2013; Diaz Morlan 2013; Espinosa
and Miranda 2013; Caruana de las Cagigas and Mates-Barco 2016;
Fernandez-Paradas and Matés-Barco 2016; Castro-Valdivia and Matés-
Barco 2017; Castro-Valdivia et al. 2019). The term entrepreneurship has a
triple meaning: the figure of the entrepreneur, the entrepreneurial function
and the creation of companies. This polyvalent meaning needs to be sup-
ported by a consistent theory on the company and the entrepreneur.

In order to understand the idea of the modern entrepreneur, as it has
progressed since the end of the eighteenth century, it could prove useful
to explain how the concept has advanced. For this reason, the perception
great economists had of the figure, various texts at the formation process
of the current notion of entrepreneur and how a company should function
have been analysed. All this, while bearing in mind the ethical, economic
and social aspects, which allow for a more equitable society, one which
minimises the problem of economic inequality.

This has all given rise to an academic discipline, the History of the
Company. The knowledge of the historiographic development of this sub-
ject, at both the international and the national level, is essential in order to
promote a business culture which is able to generate entrepreneurship in
society. Without this, it is clear that a country or territory will not be able
to maintain sustainable economic growth.

1.2 THE FIGURE OF THE ENTREPRENEUR

It is difficult to determine in which direction the entrepreneurial factor
acts: whether it was entrepreneurs who promoted development or whether
it was development that stimulated their emergence. Most likely, the influ-
ence was circular (Gonzalez Gonzilez 1995). In economic theory the role
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of the entrepreneur in economic development was not paid much atten-
tion. Tortella and Quiroga (2012) has masterfully summarised the inter-
pretations provided by economists such as Cantillon (1755) or Say (1819,
1828-1829). The former used the expression entrepreneur and described
their actions as arbitrage favouring the equilibrium of the markets while
assuming the risks of market fluctuations. For this reason, their income
was variable and insecure and sometimes caused their collapse. Richard
Cantillon (1680-1734), of Irish origin, was the first to establish the the-
ory that the entrepreneur is linked to the concept of uncertainty, assuming
that the risk of a given activity determines whether an economic agent is
an entrepreneur or not. His economic ideas are outlined in his posthu-
mous work Essai sur la natuve du commerce en général, published in
London in 1755. In chapter XIII of the first part of this book, titled La
cireulation et le troc des denvées et des mavchandises, de méme que leur pro-
duction, se conducisent en Europe par des Entrepreneunrs, et an hasard, he
argues that there is both a total and an individual structural uncertainty
that prevents knowledge of demand. In this way, the entrepreneur is the
economic agent who, by assuming risk, makes it possible to cover the
needs of society through the market. Cantillon, makes a distinction
between an entrepreneur and a capital provider, since the profit of the
former came from the difference between the foreseen and what actually
happened, and the risk assumed by the entrepreneur would determine the
level of profit. For the capital provider or capitalist, however, profit occurs
at an interest rate previously agreed by the parties with guarantees in place
in the event of non-payment. This signifies that they have a different pro-
file to that of the entrepreneur, who assumes the market risk.

For his part, the French economist Jean-Baptiste Say (1767-1832) fur-
thered Cantillon’s approach and broke with the ideas put forward by the
classic English economists, who did not distinguish between capitalist
profit and business profit.> For Say, the retribution of capital is not busi-
ness profit, since it is the profit obtained by assuming the risk of a com-
mercial activity. Defending this position from the fourth edition of the
Trasteé, published in 1819, and in the Cours, published between 1828 and
1829, a work in which he compiled his economic thought. He deals with
this subject in Chapter 7 of Book 11 of the Traité, titled Des revenus indus-
triels, in particular, and in Chapter VIII of the fifth part of the Cours, titled
Des profits que font les entveprenenrs d’industrie en particulier. Say’s

2 Adam Smith, The Wealth of Nationsin 1776.
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approach brought about yet another idea to the theory of the entrepre-
neur. He posits that the entrepreneur is the main agent of production, one
who combines the productive factors and is introduced as a new actor into
the traditional trilogy of those involved in the productive process: land-
owners, workers and capitalists (Castro-Valdivia 2015a, 2015b). Without
entrepreneurs the new industry, of which Say was an example, would not
exist. It should be remembered that his confrontation with Napoleon
forced him into exile from Paris between 1804 and 1813. During this
period the French economist set up and managed, together with a partner,
a cotton spinning mill in D’Auchy les Hedin, a place in the French munici-
pality of Pas-de-Calais, where he employed more than 400 workers. In
short, Jean-Baptiste Say gave the entrepreneur a key role in the economic
activity.

Classic economics scarcely developed this train of thought and the
company and entrepreneurs became almost irrelevant. It is only worth
mentioning the popularisation of the term entreprenenr by John Stuart
Mill (1806-1873). The English economist was the only one of Adam
Smith’s followers who understood the particular role of entrepreneurship.
However, although he introduced risk and uncertainty into the equation
of entrepreneurial profit, he was not able to abandon the Smithian posi-
tion totally and continued to consider the function of the capitalist and the
entrepreneur as going hand in hand.

Neoclassical economics did not pay much attention to entrepreneur-
ship either, but Alfred Marshall (1842-1924) did highlight the role of the
entrepreneur in economic activity. Both Marshall and John Bates Clark
(1847-1938) tried to introduce the entrepreneur into their models of
economic growth. The English economist Marshall proposed that the
entrepreneur is an essential agent for development, considering that their
ability to organise business is a specific productive factor. However, he
continued the tradition of classic British economists by not distinguishing
between the role of the entrepreneur and the capitalist, as if to echo
Cantillon and Say. Marshall, however, did not exclude the possibility that
the distinguishing factors could affect profits, which he described as
extraordinary. He also argued that the desire to accumulate wealth is not
a bad pursuit; on the contrary, he saw it as a symbol of business success, as
an incentive to become an entrepreneur, which fosters competitiveness.
The American economist Clark continued Marshall’s postulates, but he
did distinguish between the profits of business, as those that come from
the work of the administration of the company, which he considered as a
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type of salary, and those which for him are ordinary profit and those which
he deemed the extraordinary, where he intuited that risk and uncertainty
were a determinant factor.

Joseph Alois Schumpeter (1883-1950) went a further step, noting the
innovation factor of the entrepreneur and their relationship with the
degree of development of an economy. The Austrian thinker placed the
entrepreneur at the centre of economic activity. In his model, the econ-
omy tends to be in a situation of equilibrium, so that the world is neither
uncertain nor profitable; therefore, in the long term there is no develop-
ment and the stagnation of society. Periodically, however, innovations
emerge that unbalance the economy and produce development. Therefore,
in order to increase the well-being of humanity we need to innovate. For
Schumpeter the agent of innovation is the entrepreneur. In short, the
author associated entrepreneurial activity and innovation as mechanisms
of economic growth. This addresses the problem of the nature of the
entrepreneur’s profit, although he did not offer a contrastable explana-
tion. Furthermore, his model does not feature the element of risk or the
option of failure, implying the union between business activity and inno-
vation always generates success.

For his part, Frank H. Knight (1885-1972) highlighted the risk and
uncertainty in which the entrepreneur moves. The American economist,
after publishing his doctoral thesis in 1921—Risk, Uncertainty and
Profit—, explained that the entrepreneur is the only factor of production,
since the rest of the factors—land, work and capital—are only the means
of production. On the other hand, he pointed out that the main function
of the entrepreneur is to assume the risk of an activity and that their profit
will depend on it. As he states in his thesis, his business model is indebted
to the work of the German economists Johann Heinrich von Thiinen
(1783-1850), Hans von Mangoldt (1824-1868) and the American
Frederick Barnard Hawley (1843-1929). In his model, Knight gives order
to and enhances the postulates of these authors, who collated the seminal
ideas of Cantillon and Say. In particular, he defines risk as an objective
uncertainty, which can be estimated and therefore measured, that is, that
it has a cost and can be insured. He introduces the idea of subjective
uncertainty to explain the role of the entrepreneur. He points out that
subjective uncertainty is the result of limited rationality and is conditioned
by the expectations of the entrepreneur, the lack of certainty of what the
entrepreneur expects, that is, having imperfect information about the
future is what distinguishes a manager from an entrepreneur or
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businessperson. However, uncertainty, as well as, an individual’s own
capabilities accompany human beings from birth. This leads to a speciali-
sation of people, meaning that those individuals with the greatest capacity
to manage uncertainty will be society’s entrepreneurs. For Knight, entre-
preneurial abilities are innate, although they can be improved through
education and experience, and specifically for this reason, they are not
susceptible to commercialisation. The entrepreneur’s remuneration can-
not therefore be taken as a type of salary, but rather as profit.

Later, Keynesian and neoclassical economists, in the years following the
Second World War, dismissed protagonism in the company or the entre-
preneur. Finally, the Austrian School, with Israel Kirzner at its helm, began
to outline the value of entrepreneurial function, and almost immediately,
studies began to emerge which breathed new life to the contributions of
Schumpeter and Knight. Other authors such as Casson and Shane have
enhanced this by reaffirming the role of the entrepreneur in economic
theory, combining Suchempeterian doctrine with aspects of Kirzner.
Casson, for example, points out that entrepreneurial function is based on
making decisions in conditions of incomplete information. For Shane
however, entrepreneurship not only relies on the presence of enterprising
individuals with initiative, but rather responds to the confluence of it
together with the existence of business opportunities. Studies on this issue
have highlighted some elements that should be taken into account such as
geographical framework, political and institutional regime, financial sys-
tem, economic context, as well as educational, scientific and cultural model.

At times, the theory of the company and technical change, raised by
evolutionary economics, has played an important role for a large number
of researchers in the history of business. The ascendancy of the evolution-
ary theory of biology can be seen to a large extent, as well as the weight of
Schumpeter’s contributions, which have led to the work of Rosenberg and
Basalla. Some characteristics of this theory are eluded to in the work of
Richard Nelson and Sidney Winter. For them, the strategy of a company
is marked by its “natural trajectory” and is a characteristic and persistent
feature of it. This is acquired through experience and is performed heredi-
tarily, although it is evident that in the decision-making process there are
elements of uncertainty.

On the other hand, some authors have developed a history of the com-
pany that extracts hypotheses from the theory of transaction costs, which
is demonstrated in the studies of Alfred Chandler and Oliver Williamson
in particular. Their study and application of the theory has proved
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controversial in its interpretation. For some, the theory of transaction
costs, derived from Coase’s work, has considerable nuances in its adapta-
tion to the current situation, and although it contributes to the analysis of
business organisation, it has limitations which other theories rectify. In
light of this, Williamson’s work responds more to a theory of the company
or industrial economy than to the history of the company itself; while
Chandler, who develops an eminently historical method, does not provide
a selection of data to contrast or validate general theories. However, for
others, the history of the American company has been seen as a process of
growth that culminates in the great multi-divisional and multinational
corporation. For this reason, the theory, focused on the determinants of
company size, allows for interesting relationships with the history of the
American company. Which is why Chandler is one of the most emblematic
examples of this type of work, especially with his work The Visible Hand.
The history of American business is characterised by an excessive reduc-
tion to its own country and to the period after American independence,
issues that sometimes make it less valid when trying to expand these
assumptions to other times or other territories. In any case, the dissemina-
tion of studies on American companies and entrepreneurs has been enor-
mously abundant and perhaps superior to those carried out in Europe.
Spanish business history has sometimes been blamed for excessive
empiricism and scarce theoretical analysis. It is therefore necessary to anal-
yse the reality that drives companies, the historical context in which they
were born and developed, the aspects that mark their size and organisa-
tional form, as well as the particularities that determine the degree of verti-
cal integration of an activity, internal organisation or the characteristics of
contracts. The history of the company allows us to contrast the analysis to
which theory has been pointing with reality. The power of the business-
person is limited on many occasions. It should be said that they cannot be
given an excessive role and that their actions are generally determined by
the social and economic conditions of the environment in which they per-
form their role. Here lies the importance of the history of the company
developed in the United States which frames the performance of the
entrepreneur in the context of economic history, and does not deny the
existence of a personal element but also does not exaggerate its presence.
In recent years, a large number of works have been published that aim
to unravel the role of the entrepreneur and its determining factors in eco-
nomic activity. In a context where technical-economic progress is indis-
pensable for the growth of welfare, the figure of the entrepreneur is a
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referential element to achieve this objective. The history of the company
should not be restricted to the confirmation of economic theories, or to
trying to assert one theory over another, but rather should highlight that
previous approaches determine the questions posed which can then be
answered in further given research.

1.3 Tur History orF THE COMPANY
AS AN ACADEMIC SUBJECT

The 1990s gave rise to an extensive debate on the need for studies on the
history of the company. But we can go back more than a hundred years to
find the first studies that expressed an interest in the company and the
figure of the entreprenecur. The first works on the history of the company
appeared in Germany, throughout the nineteenth century. Their influence
would eventually go on to be noted in British and American historiogra-
phy. The first historical work on the company dates back to 1825 with the
publication of the monograph on the Lauchhamer Iron and Steel Industry
in Saxony on its centenary celebration. The publication shows the long
tradition, methodological and consolidated orientation of the company’s
history and its subsequent expansion into the United States and Europe.
The subjects dealt with in these early works address questions relating to
the structural evolution experienced by the English markets with the
emergence of commercial capitalism, the use of company archives as a
source for understanding the British textile industry during the years of
the Industrial Revolution and, among others, the intervention of the
respective American governments in monopolistic activities.

The first journal on specific issues of Business History appeared in the
Harvard Jowrnal of Economics and Business History, which has made it an
obligatory point of reference for this type of study. In 1948, the Research
Centre for Business History was created at Harvard University, which
through the new publication, Explorations in Entrepremneurial History,
promoted studies on companies. In 1954, as a continuation of the Bulletin
of the Business Historical Society (1920), the Business History Review was
first published at Harvard. Another focal point in the history of business is
Great Britain. The University of Liverpool began publishing the magazine
Business History, in 1958, which has been an important focus for the dis-
semination of research in this discipline.
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The company and the entrepreneur were seen to be economic agents
capable of confronting competitiveness and all its challenges, on a global
scale. The change in centrally planned economies practised by political
regimes and the complexity and the speed of changes caused by new tech-
nology, as well as the setback that the public sector has experienced in
some countries, are some of the reasons for the promotion of a change in
perception.

There are several reasons for the growing interest in the study of the
company and the role played by the figure of the entrepreneur. Firstly,
because of its weight as a historiographic tradition in the late nineteenth
and early twentieth centuries. In those years, an extensive group of English
and American historians—Toynbee, Hobson, Webb, Veblen, among oth-
ers—, described the entrepreneur as a symbol of exploitation, selfishness
and excessive profit. While, in Germany, at the same time, another group
of historians applied an inductive methodology to the analysis of different
social segments, particularly, towards the emergence and evolution of local
companies and the changes experienced in business organisation. It is
worth mentioning that Gustav Schmoller, Karl Bucher and Werner
Sombart promoted studies on individual companies and the development
of entrepreneurship, as a means to explain the expansion of capitalism.

Secondly, the propensity for studying the history of the company is
due, largely, to the enormous field of exploration that the subject encom-
passes within the sphere of economic history. In recent decades, the
importance of company archives has been highlighted, many of which still
remain to be studied. There has also been an emphasis placed on the need
to use a methodology that combines economic theory with a detailed
description of specific case studies through sources. It is important to link
theoretical analysis with empirical data and to carry out a reflection that
allows the discovery a company’s evolution.

On the other hand, studies on the industrial revolution, in its different
phases, have shown the importance of the figure of the entrepreneur in the
process of economic development. Publications on specific companies,
sectors and biographies of entrepreneurs, as well as the factors that explain
their growing relevance acquired in the process of product quality control
or of vertical integration of large corporations, have been frequent.
Likewise, other fields related to the company such as the institutional
framework in which it operates or the social and legal problems to which
it could be subject have also attracted the attention of researchers. In
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short, the need to use historical perspective to explain the evolution of
companies and their importance in economic development seems obvious.

1.4  Tur History orF THE COMPANY
IN SPANISH UNIVERSITIES

The interest in studying the history of the company in Spain has been
long-standing and has had wide repercussions in the academic world. At
the beginning of the 1990s, seminars, conferences and debates in scientific
forums were held. This trend led to the production of works on company
histories, biographies of entreprencurs, sectorial and regional studies.
Studies by historians such as Carreras and Tafunell (1996), Coll and
Tortella (1992), Comin and Martin (1996), Fraile (1993), Garcia Ruiz
(1994), Nuaiiez and Segreto (1994 ), Tortella and Quiroga (2012), Tortella
et al. (2011), Valdaliso and Garcfa-Ruiz (2013) and Valdaliso and Lépez
(2007), among many others, are good examples and have marked a clear
path for research. The Catalogue of Publications on Spanish Business History
in the 19th and 20th Centuries, which was once compiled by Eugenio
Torres Villanueva (1993), indicates that interest in the subject became
more evident from the 1980s onwards. The progress of the discipline in
subsequent years, despite its initial delay, has been more inclined to take
an interest not only in company histories, biographies of entrepreneurs or
sectorial and regional studies, but also in other issues such as the organisa-
tion of the Spanish economy, its size and the degree of vertical integration,
to name but a few.

For various reasons, the history of the company has had difficulty in
making its way into the academic world. Pedro Fraile (1993) explained the
reasons for this in his documented work and showed the legacy left by the
historiography after the Second World War. Coll and Tortella (1992)
cluded to the negative prejudice which existed for a large number of
researchers when dealing with issues related to the discipline. In the same
vein, Luciano Segreto agrees in his comments on this aspect and points
out that it is necessary to speak of a “lack of business culture” or “lack of
industrial culture”. It should be remembered that a country like Spain,
where the economy has been predominantly marked by excessive diri-
gisme, is inclined to play down the role of the company and disregard the
social function of the entrepreneur. In short, it is important to distance
oneself from both “servility” and “denunciation”, that is, to abandon the
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deep-rooted prejudice that the only legitimate wealth is inherited and not
to take on the polar opposite role by writing a business hagiography.

The development of Economic History took place in particular from
1970 onwards and the History of the Company has developed under this
umbrella. This may be another reason for the late incorporation of these
studies in Spanish universities. On the other hand, the idea of the Spain’s
delay throughout the nineteenth century in terms of industrialisation was,
for many years, the focus of Economic History studies and issues which
were considered more tangential, such as companies were not taken into
account. In this slow process of incorporation of company studies, the
distrust of business people towards researchers, for varying motives, can-
not be ignored either. This has meant that studies have had to be carried
out solely using the documents which companies publish themselves, such
as Reports of the Shareholders” Meetings, and summaries of profit and loss
accounts for legal or publicity reasons.

As a result, many publications are of a journalistic nature—with little
rigour—on current economic figures, which do not have the documentary
and critical basis that allows development of in-depth analysis. These have
even included stories about companies produced on the anniversaries of
their foundation, which have little scientific value, and on many occasions,
businesspeople themselves have taken the initiative of having company
studies carried out on them or their companies in order to improve their
image or as a form of advertising. This does not prevent important work
from being undertaken on public (INI, Banco de Espana, Tabacalera) and
private companies (Banco Herrero, Banco Zaragozano, Sevillana de
Electricidad), certain sectors (gas, tramways, railways, textiles) and, more
recently, regional analyses, despite it being prompted by the entrepreneurs
themselves (German 2009; Garcia-Cuenca and Angulo-Tejada 2010;
Parejo 2013).

It is worth highlighting the need to bring company archives into con-
sideration. It is true that many entrepreneurs are reluctant to show the
internal workings of their companies publicly, for fear that some discover-
ies might tarnish their image. It should be pointed out however that, on
many occasions, the archives reflect on the era rather than on the individ-
ual’s behaviour and that, on occasion, they have served to revive the image
of the businessperson. Coll and Tortella (1992) cite the cases of Alfonso
XIII, branded as corrupt and amassing his wealth through ill-gotten gains,
the opposition of businessmen to the Second Republic and, finally, the
“fabulous profits” obtained by the Minas de Rio Tinto Company and the
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“scarce rent” it paid. Various research has shown that the amassing of the
king’s wealth occurred legitimately, that among businessmen there was
support and respect for the republican regime, and that the profits from
the mines were not so exaggerated nor the payment of rent insufficient.

Nor can we ignore the great conceptual and methodological diversity
that exists in the study of the History of the Company which causes rejec-
tion of or adherence to models promoted from other geographical or aca-
demic viewpoints. The model of American universities, for example,
developed by Chandler and Williamson in particular, has been controver-
sial. On occasions this perspective has been accused of being reductionist
because the business structure studied—Ilarge North American compa-
nies—does not fit with the predominant model of small- and medium-
sized enterprises in Spain. Along similar lines, studies have emerged that
highlight the importance of small companies during North American
industrialisation. These studies prove a direct relationship between eco-
nomic situation and business success, which undermines the lead role that
has sometimes been given to the companies themselves.

The influence of American universities in the implementation of these
studies, particularly the pioneering Harvard, has directly influenced their
development in Spain. The methodology for the study of current business
situations was based on case studies which provided an understanding of
organisational techniques of a business. This was based on the very ele-
mentary approach: studying company case studies allowed the analysis of
the direction, management and organisational structure of a company and
was able to shed light on how the present situation could have arisen. This
is the usual practice performed by business schools in Spain: IESE, ICADE,
IE, ESADE, ESIC, among others. The ultimate objective of this “succes-
sion of case studies” is what the compilation of works presented in this
book aims to achieve. At first, the use of this methodology was merely
descriptive, but then researchers began to explore new ways of achieving
greater conceptual precision that allows them to make generalisations
about the evolutionary processes of companies. This trend has prompted
comparative analyses—such as those of Chandler and Cole—and the appli-
cation of economic theory which outlines the role of the company and the
entrepreneur in economic development and industrialisation.

It should be remembered that both the research and the teaching of the
history of the company must have a dual perspective. Firstly, by not simply
reducing the study to accounting or organisational issues, since many
problems of a company cannot be fully understood without analysing the
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social coordinates. In other words, it is necessary to approach the study of
dominant values, the workforce, business and trade union organisations,
and so on. Secondly, placing the company within the context of the evo-
lutionary phases of capitalism, in order to understand whether it is a con-
sequence of growth or a factor thereof.

Despite the differences in the characterisation of the discipline, the use
of a particular economic theory and the explanatory causes of the delay in
development of this subject in Spain, it is clear that the progress made in
recent decades is palpable and notorious. Progress has been made not only
in the curricula, subject programmes, manuals or specific research on the
subject, but also in the leading role acquired by the figure of the entrepre-
neur and the company at social, political and economic levels.

1.5 CONCLUSIONS

The dissemination and establishment of the subject of History of the
Company facilitates the understanding of an entrepreneurial culture
among students. The explanation of its birth as an academic subject, the
scope of its appearance and the students to whom it was addressed, as well
as the main bibliographical contributions made by the important scholars
who taught it, make it a fundamental tool for developing entrepreneurship
among students of the various degrees in faculties of Economics and
Business Administration.

Similarly, understanding and analysing the trajectory of entrepreneurs
allows for the incorporation of experience in business and location of busi-
ness organisation. These factors enrich decision-making within a company,
since people are working in very specific and often complex circumstances,
independent of variables or organisational structures. On the other hand,
the immersion in the biographies of entrepreneurs facilitates an approach
to the economic reality as the understanding of successes and failures,
which means that the ups and downs of specific business activity should be
taken into account. This prevents the student from having a static vision
of the economic process and of commercial companies, however large or
small they may be.

On the other hand, the study of companies and their creators provides
a knowledge with which to integrate the theoretical reflections of econo-
mists and the experience developed in specific areas. In turn, it is necessary
to analyse not only the general theoretical framework, but also the
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organisational structure of companies, the different geographical locations
and the innovations experienced throughout their existences.

Finally, the subject of the History of the Company, with all its multiple
and varied endeavours, provides an indispensable critical sense in the exer-
cise of the professional task. All the variables of experience—biographies,
colloquies with businesspeople, conferences of academic experts and so
on—signify an indispensable development of the capacities of the student
in the procellous business world.
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CHAPTER 2

Castilian Companies: Between the Medieval
Model and Modern Business (Fifteenth
and Sixteenth Centuries)

David Carvajal

2.1 INTRODUCTION

In the late fifteenth and early sixteenth centuries, the Castilian economy
underwent a period of intense economic growth based on the expansion
of production as well as mercantile and financial activities. This new situa-
tion forced economic agents to improve their organisational skills as well
as the way in which they managed production resources. In response to
these needs, Castilian companies were key players in promoting and
expanding economic activity. Such an institution, which was founded on
the basis of a practice that was well known and widespread throughout the
whole of Castile, proved vital when boosting the flow of goods and capital
in Castile as well as in other European centres. Companies played a crucial
role in the rise of local markets, where small corporations grew to be
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organisations that were able to compete on an equal footing with the lead-
ing overseas companies (Casado 2003, 2012).

Although there were various types of company at the time, this work
seeks to explain different aspects linked to the “life cycle” of Castilian
companies. In particular, we look at the most important organisational
aspects, from companies’ foundation to their dissolution, spanning the
choice of company structure, how funding was obtained or how the com-
pany organised its economic and work management, whilst not overlook-
ing other issues such as the internal problems and conflicts that arose. In
sum, our aim is to provide an overview of the Castilian “firms,” showing
how far they developed during a crucial period that was marked by the
start of the economic and financial expansion of the Iberian Peninsula,
Europe and the Americas.

2.2 CASTILIAN COMPANIES: BUSINESS AND STRATEGY

The company was a free and voluntary association of two or more people
who opted to pool their economic resources. As an institution it was simi-
lar to those which had been operating in other European centres, in par-
ticular, in Italian cities, since the thirteenth century (Le Goff 2004).
Nevertheless, in Castile it was not until the fifteenth century that such a
business structure was to become widespread. This did not prevent the
legal bases governing the foundations of the companies from sharing the
same chronology as their European neighbours (De Ruysscher et al.
2017). Roman law and Las Partidas (Castilian Statutory Code), which
formed the cornerstone of Castilian law between the thirteenth and nine-
teenth centuries, offer us an early definition of the company, perceiving
such associations as ones “which merchants and other men create with one
another in order to make profit.”! This definition remained virtually
unchanged for centuries, and placed trade at its centre.

2.2.1  The Mercantile Company as a Model

The level of development of the Castilian economy and the range of com-
mercial and financial activities they were involved in meant that Castilian
companies stood out thanks to their ability to adapt to any kind of
business. Nevertheless, when speaking of companies, it is first necessary to

! Las Partidas, Part V, Title X.
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refer to the best-known model: the large mercantile companies. These
companies, which were able to mobilise material, financial and human
resources between various points of Castile and Europe, provided the
benchmark for companies at the time. Smaller corporations sought to
emulate and adapt this model to all kinds of business.

Trading (of raw materials, finished products etc., at local, regional, and
international scales) was the main activity the major Castilian companies
engaged in. These larger companies tended to focus their interests on the
products that proved to be most profitable for export (wool or iron) and
import (quality fabrics or luxury products). Another key business for the
companies revolved around transport, linking markets and creating oppor-
tunities in coastal towns for seafarers such as Juanico de Cotillos from
Guipuzkoa, a shipmaster, who set up a transport company through a char-
ter agreement with Juan de Ansogarlo, who was also a shipmaster, to dis-
patch 150 barrels of wine from Bordeaux to Flanders around the year
1490.2 Despite the appeal of international trade, the major companies did
not ignore the potential of domestic trade and, in particular, the business
that could be conducted in places such as Seville, Toledo, Valladolid or
Burgos, and at the main fairs throughout the kingdom. Thanks to this
broad array of interests, the primary characteristic of these major compa-
nies was their geographical dispersion. A second feature was their family
nature. Important families of merchants from centres such as Burgos,
Seville or Toledo were behind their setting-up and running (Caunedo
1993; Otte 1996; Casado 2000). Thirdly, mention might be made of a
complex organisation, grounded on the creation of intricate networks of
factors (mercantile agents or managers) and representatives, as well as a
wide-ranging financial network.

In addition to the large companies, the bulk of Castilian mercantile
activity lay in the hands of hundreds of small- and medium-sized corpora-
tions that operated in nearby markets, trading in raw materials, livestock,
fabrics, food and other products related to activities such as supplying the
towns and villages. In this regard, we know of the important role that
companies played in supplying meat to major towns such as Valladolid or
Burgos, as well as to small towns like San Martin de Valdeiglesias (Bonachia
1992; Carvajal 2020). Much the same was true of fish, although its trans-
port and distribution meant organising more complex companies, located

2Archive of the Royal Chancellery of Valladolid—Archivo de la Real Chancillerfa de
Valladolid—(hereinatter ARChV), Registro de Ejecutorias (RE), box 64, 3.
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throughout the country, and linking the coast to the hinterland. One
example may be found in 1524-25) in the company run by Lope de
Medina, and which was entrusted with supplying the markets and fairs
inland with fish from Galicia (Herrero and Diaz 2009).?

Beyond what was merely trade, many entrepreneurs decided to set up
companies linked to other businesses such as finance. When speaking of
finance companies, we are broadly referring to two types of businesses:
those founded by moneychangers, whose activity was based on offering
credit and financial services, and tax farming companies. The former first
came to prominence in the late fifteenth century, when a process of spe-
cialisation commenced that would convert such institutions into some-
thing akin to modern-day banks. These companies proved key when it
came to maintaining the financial network—involving businesses and
fairs—during the sixteenth century (Al-Hussein 1986; Carvajal 2019).
Families such as the Santa Maria, the Cocén or the Castro family were
well known for the exchange and financial services they provided during
the first half of the sixteenth century. Tax farming was the other major
financial business. Leasing the right to collect revenue or other benefits
became a source of income for some companies (Vitores 2011; Ortega
2012; Ortego 2012). Their structures varied depending on their interests
and on the kind of revenue in question: royal revenue or municipal rev-
enue, not forgetting revenue from the church or the nobility. Towards
the end of the fifteenth century, the system of royal tax farming was an
important business for many financiers, prominent amongst whom were
the Jews or Jewish converts, whose large corporations dominated said
business for decades. After 1496, the transformation of the system for
administering revenue, which gradually shifted from tax farming to enca-
bezamiento (whereby a town was committed to an annual lump sum pay-
ment for a period of time), led to the emergence of smaller local
corporations that were commissioned with the levying and collecting of
royal and municipal revenue. Changes in the system, coupled with the
need to have financial resources available, meant that new families, such
as the Santa Cruz, were able to gain a foothold in a business which in the
late fifteenth century was dominated by families such as the Coronel. The

3Valladolid Municipal Archive—Archivo Municipal de Valladolid—, Fondo Hospital de
Esgueva, box 404-78.
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family network acted as a lever that enabled these new corporations to
emerge, founding their businesses on the tax farming of small holdings
(Carretero 1999, pp. 159-162).*

2.2.2  Diversification as a Strategy

One of the most characteristic features of Castilian companies was their
versatility. Under such a generic formula, many businessmen, producers,
craftsmen and other people interested in joining together were able to
operate in order to engage in a wide range of undertakings. In addition to
trade, banking or other financial activities, there were many other busi-
nesses they could become involved in, ranging from companies dedicated
to raising livestock® to those dedicated to leasing out inns and other estab-
lishments.® It was even common to find companies engaged in the “spiri-
tual business”, through preaching and charging for the papal bulls and
indulgencies granted in different bishoprics.”

This business versatility was linked to corporations’ ability to diversify.
Broadly speaking, companies tended to specify the nature of the business
they were to engage in from the outset, although some were not very clear
on this point or later expanded their interests as fresh opportunities arose.
In fifteenth and sixteenth century Castile, it was common to find large
corporations involved in a wide range of enterprises: trade, credit, tax col-
lection and so on. One good example may be found in the company
founded by Pedro del Campo, Gonzalo de Segovia and Alvaro de Soria,
whose company deed cites some of the main transactions: “purchasing
bread and wine, livestock, fabrics, silks and any other goods of whatever
quality, and for purchasing bills of exchange or tax farming of any revenue
derived from sales taxes and tithes, taxes and obligations, as well as any
other revenues from their majesties [...] and any other revenue from the
church and laypersons.”® The interests of these partners, who hailed from
centres like Segovia or Medina del Campo, extended throughout the
whole of the peninsula and, on the one hand, focused on trading in wool
and textile products and, on the other, on administering revenue such as

*An agreement which enabled them to take control of handling revenue valued at
34.5 million maravedis in 1519.

>ARChV, RE, box 46, 49.

¢ARChV, RE, box 51, 11.

7Valladolid Provincial Historical Archive—Archivo Histérico Provincial de Valladolid—
(AHPV), Protocolos Notariales (PN), leg. 8434, ft. 70-72 (1517).

8 ARChV, Pleitos Civiles, Pérez Alonso (F), box 103, 1.
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the export duties levied in Seville (1495-97) as well as the sales taxes from
districts like Osma or Jerez de la Frontera (Casado 2000, pp. 135-156).
These companies, which were able to move several million maravedis, pro-
vide a good illustration of Castilian merchants’ ability to diversify.

2.3 Tue Lire CycLE OF CASTILIAN COMPANIES

2.3.1 The Foundation: Objectives and Types

The main aim of the corporation was to make a profit by engaging in one
or more business activities. With the exception of the leading commercial
companies, which were highly specialised or which held commercial inter-
ests abroad, most companies confined themselves to limited business
opportunities, which they sought to exploit over a short period of time. As
a result, the corporation was not built to last. It was more of a flexible
formula which adapted to the challenges posed by an ever-changing
economy.

Although there are no clearly defined types of companies, law and
actual practice do allow us to draw certain distinctions. According to the
law, there were two kinds of company, bearing in mind, on the one hand,
the involvement of the partners and, on the other, the purpose for which
the companies were sct up. The first type was the comunal,? wherein part-
ners held a share in the social capital from its creation until it was dis-
solved. This meant that the partners shared the losses or profit obtained,
and were bound to respond jointly to any unforeseen or unexpected cir-
cumstances. The second type of company was set up sobre cosa seiinladn
(on a specified thing); in other words, its life cycle was linked to a specific
business. In line with other classification criteria based on how it was run
(Caunedo 1993, pp. 42—43), we may speak of companies administered by
a main partner who also acted as the principal manager, who was the visi-
ble part of the company and who negotiated on its behalf. Such a format
was common amongst merchants dedicated to the wool trade or amongst
the major tax farmers. In contrast to this hierarchical and vertical company
structure, we find other more horizontal structures where, in addition to
putting up capital, the partners shared the management responsibilities.
This was the most common type of association. One final criterion to be

¢ Companies could be made up of free men, except those subject to severe handicaps, and
those under 14 years of age. Las Partidas, Partida V, Title X, Law L.
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borne in mind when classifying companies concerns the nature of the
business for which they were created. The versatility of these organisations
made it possible to set up a vast array of companies, prominent amongst
which were those dedicated to trade, finance as well as tax farming and
administration.

Distinguishing the type of corporation or company was important for
the partners, since the way they were run varied depending on their legal
status as well as on the business or management model. These and other
aspects were reflected in the founding deed: the capitulacion (agreement).
This document, which was sometimes endorsed or countersigned before a
notary, set out, amongst other matters, the following details: the partners
involved and the capital put up, the aim and/or purpose, the duration, as
well as details concerning administration. It also tended to detail particu-
lars regarding how any profit or loss would be shared. The capitulacion
could also contain certain details as to the type of goods, the markets at
which they would be traded, specific tasks to be undertaken or clauses
concerning the corporation’s extension or renewal. The capitulaciones
were characterised as being short and binding documents, whose legal
validity was fully recognised by the civil and mercantile authorities.

2.3.2  The Duration of the Company

Most companies were founded on the basis of specific business areas and
for the short term only—they did not tend to operate for longer than a
year, given the uncertainty that characterised many activities of the
period—. A good example of this situation is to be found in companies
dedicated to providing supplies to those trading in raw materials, and who
organised their activity in annual cycles. This was related to the cyclical
nature of food, wool or wood production itself, for example. The cyclical
component of such activities helped with company relaunch, an issue
which tended to be broached once the partners had settled the accounts
and concluded the period in question. Relaunching a corporation could
be envisaged within the capitulacion itself, although the issue could also
be raised subsequent to the agreement of the partners, who, in general,
took into consideration factors such as how successful the previous com-
pany had been, future business prospects and the absence of any internal
conflicts. In this way, companies such as the one supplying meat at San
Martin de Valdeiglesias were reconstituted on at least one occasion in
1517-18, or the company which shipped wood along the river Tagus,
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which resumed activity on at least two occasions between 1496 and 1500
(Carvajal 2015, 2020).

Companies dedicated to fiscal matters were particularly subject to the
seasonal nature of business. This was true of the tax business, which was
renewed each year through procedures like auctions. In the larger domains
of tax collection, namely at the local-municipal and royal levels, annual
companies were the norm, coinciding with the period established by the
authorities for collecting revenue in the form of taxes, although many
were restarted almost automatically if the business had proved to be suc-
cessful. In some cases, they would eventually come to hold a monopoly
over certain areas of tax revenue.

In contrast, the major trading companies were governed by the cycles
imposed by the market, in particular by when the various fairs were to be
held. The periods when fairs took place at Medina del Campo, Medina de
Rioseco, and Villalén were used as a reference to set up the company as
well as to dissolve or restart it. These markets and the institutional frame-
work which surrounded them generated a certain degree of confidence
among businessmen when it came to conducting transactions, seeking
partners, obtaining credit, having notaries present and, ultimately, pro-
ceeding to the final settlement and closure of their companies. In contrast
to others, these large companies tended to last longer, with the lifespan of
the leading trade corporations and tax farming companies stretching over
a number of years. This was understandable given the financial outlay
required to arrange their activity and to set up a complex organisational
and managerial structure. For example, the Burgos company Pesquera-
Silos, whose main business was trading wool with Florence, was opera-
tional from its foundation in 1513 until 1525, although it was dissolved in
1519 (Casado 2015, pp. 76-77).

2.3.3  Dissolving the Company

One the period established for the company had concluded or after its
particular business had ended, the partners finally closed the company.
The corporation could be dissolved before this point in one of the follow-
ing cases: the death of a partner, unless otherwise stated in the capitu-
lacion; if one of the partners was banished, which the law interpreted as
civil death;'° over-indebtedness by one partner, who would then be forced

10 Las Partidas, Partida V, Title X, Law X.
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to hand over his goods in order to settle his obligations and cede his share
in the company; and, finally, if the reason for which the corporation had
been created were to disappear or to radically change. Nevertheless, we
should again highlight the prevalence of the capitulaciones and their
clauses which could, amongst other matters, specify which instances might
give rise to the cessation of the activity.

Generally speaking, the capitulaciones specified when and where the
settlement should take place. There was no established procedure govern-
ing company closure, and this depended on the type of corporation, its
turnover and so on. It was common for those running the company to
present the related documents: accounts books, lists of income and expen-
diture, lists of creditors and debtors, stock inventories and so forth. During
this process, it was essential to present a balance sheet drawn up on the
basis of the daybooks and the general ledgers detailing the company’s
rights and obligations with third parties, any expenses related to the activi-
ties undertaken, as well as the income obtained and an estimate of total
profit or loss.

Based on the financial information gathered from the partners and the
balance (Table 2.1), the company was wound up and the profit/loss gen-
erated was shared, in accordance with what was stipulated in the capitu-
lacion. The partners shared out the surplus stock amongst themselves, as
well as the corporation’s rights and obligations and remaining capital, thus
winding up the association. If no such distribution were specified, the law

Table 2.1 Balance of the Cota-de las Cuentas company (1507)

Assets Linbilities
Item Value % Total Item Value % Total
(maravedis) (maravedis)
Stock 151,743.5 4.7% Interests (profits) 414,060 12.8%
Companies 781,135 24.2%
Revenue, 303,000 9.4% Revenue, payment 6395 0.2%
payment rights obligations
Others 573,030 17.7% Others 9500 0.3%
Debtors 1,396,381.5 43.2% Creditors 2,801,420 86.7%
Doubtful debts 26,085 0.8%
Total assets 3,231,375 100.0% Total liabilities 3,231,375 100.0%

Sonrces: Author’s own elaboration with data from ARChV; Pleitos Civiles, Pérez Alonso (F), box 664, 8
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established, as a general rule, proportional distribution and forbade prac-
tices such as an abusive company, wherein one partner could accumulate all
of the profits without taking his share of the losses, or the opposite, when
one partner was forced to shoulder all of the losses without being able to
obtain his fair share of the profits.!!

However, it did not always prove easy to reach an agreement amongst
the parties vis-a-vis settlement. Any differences which emerged within a
company, whether when winding it up or in the event of more serious
cases such as bankruptcy, were dealt with through the various jurisdictions
to which both Castilians and foreigners alike had recourse. Partners in
mercantile companies tended to resort to mercantile jurisdiction, repre-
sented by guilds, brotherhoods and other institutions such as the
Consulates of Burgos or Bilbao. These institutions contained a court made
up of judges-arbitrators, and merchants with the capacity and technical
knowledge to understand such conflicts. For example, merchants like
Diego de Aguilar, Alonso de Medina, Pedro de Alcor and Rodrigo de
Cieza sat as judges in lawsuits concerning company closures such as that
of Fernando de Encinas and Pedro de Encinas, who clashed over a differ-
ence of 135,000 maravedis when winding up their company.'? Cases could
be taken to an appeal submitted to royal justice, before the Royal
Chancelleries, where the judges would be presented with various kinds of
evidence, accounting documents, expert opinions and testimonies in order
to then rule on the liquidation of the company.

The final distribution was set out in an agreement known as the “letter
of settlement”. At that time, some companies, taking advantage of the
success of their business venture, would decide to renew their commit-
ment or would opt to found a new corporation. The company might be
set up as a continuation of the previous one, undertaking the same com-
mitments as in the original capitulacion. In other instances, the newly
formed company might differ in terms of the number of partners, the
capital that was put up, or the share of responsibilities and so on.

1 Las Partidas, Partida V, Title X, Law IV.
12ARChV, RE, box 48, 24.
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2.4  RUNNING THE COMPANY: THE PARTNERS
AND FUNDING

In addition to actively founding companies, merchants and financiers
brought about deep-rooted changes in organisation and administration
thanks to improvements in accounting, information networks and other
aspects. In the late fifteenth century, many of the companies already dis-
played a significant level of expertise and knowhow, which was the result
of dynamic professional activity that had embraced the knowledge and
models from overseas into their management and administration
techniques.

2.4.1  The Partners

Setting up a company was linked to the common interest of a group of
people who had the capacity to engage in contracting, who freely decided
to share a business venture and who jointly assumed the benefits and risks
involved. Aside from this, the diversity in terms of partners was immense,
although, as pointed out before, they all shared a desire to engage in a
COmMmMonN economic activity.

Each partner played a role in the company following what was estab-
lished in the capitulacion. A partner could contribute work, capital or
both and, depending on their contribution, the share in the profit or loss
could vary. In addition, being a partner in a company entailed a series of
rights, such as access to information on the company’s business, although
in corporations dominated and run by a principal partner, this right was to
a certain degree restricted, and lay at the discretion of whatever said part-
ner might decide (Caunedo 1993, p. 45).

The number of partners in Castilian companies varied, although it
tended to be between two and four. Partner participation in the initial
capital also varied enormously. Being the majority partner was important,
since the company was usually associated to his name. This was the case,
for example, amongst the leading merchants such as Diego de Soria from
Burgos (Caunedo 1985), or the lessors rabbi Mayr and Luis de Alcala
(Ortego 2012), or Luis Cocon, the moneychanger from Valladolid
(Carvajal 2019). However, as pointed out, if there was one outstanding
feature of companies it was the cooperation that existed between the
members.



28 D.CARVAJAL

As regards the companies dedicated to tax farming, the situation was
somewhat more complex, since the capitulaciones system was by no means
commonplace, or at least we do not have the same type of documentation
available as we do for mercantile companies. On occasions, the term com-
pany was not clear, although sources do contain numerous references to
the term compaiieros (Ortega 2012, pp. 268-269), both at a national level
and between corporations dedicated to farming local taxes (Carvajal and
Bonachia 2014, pp. 187-188). One distinguishing feature of these com-
panies was the need to present backers, since it was necessary to ensure the
lessees were paid. The emergence of these figures led to the appearance of
a complex network around companies based on relations with family, pro-
fessionals and neighbours.

There were many different types of secondary partners; in other words,
minority partners, ranging from investors, who were only keen to make a
profit, to others who assumed all kinds of responsibilities such as repre-
senting the company at national and overseas markets, involving them-
selves in the day-to-day running, helping to convey information, seeking
out and negotiating with clients, suppliers, moneylenders, and money-
borrowers, and so on. Such tasks were set out in the capitulacion or were
recognised through powers granted for such purposes. In this way, many
Castilian companies were able to efficiently pool their financial resources
and available human capital so as to conduct their business in the best pos-
sible conditions and in such competitive centres as Italy and Flanders
(Casado 2003) or other like the Portuguese (Medrano 2007).

Partners could request to leave the company, provided that they noti-
fied their colleagues of the decision, assuming the possible costs, and pro-
vided that the capitulacion allowed them to do so. The law envisaged at
least four acceptable instances for leaving the company. The first con-
cerned the issue of harmony and concord. It was possible to opt out of the
company if there was a lack of understanding or if a partner was felt to be
so “aggressive or such a bad partner” that his continuing in the corpora-
tion would pose a problem. The second case involved a partner entering
the service of the monarch or taking up public office. Third, a partner
could ask to leave if they felt that the conditions or clauses included in the
capitulacion were not being met and that this could be proved. Finally, the
partner could leave the company if the product which the company had
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been set up to trade in was embargoed; for example, if a company dedi-
cated to exporting wool had its stock embargoed.!?

In general, partners tended to be already linked in some way prior to
the company being set up. Family ties proved crucial at centres like Seville,
Toledo or Burgos, where many merchants were neighbours or shared
interests in urban institutions—the local council and University of
Merchants—. The company was a powerful vehicle that was able to
strengthen strategic alliances amongst the large families-unions, which in
the best cases ended up being crystallised through marriage (Carvajal
2014; Carvajal and De la Torre 2019). In financial companies, the situa-
tion was similar, and it was common for partners to share family links, a
local neighbourhood and the same trade (Ortega 2012, pp. 275-276). In
addition to the cooperation, it should be remembered that rivalry and
competition between families/companies was a feature of the mercantile
world in Castile and exerted a decisive influence on the formation of trade
alliances.

Previous relations between partners were also a vital element amongst
the more modest companies; with family ties, the neighbourhood and the
trade proving to be key features. It was common to find cases such as that
of Catalina de Escobar, a resident of Trujillo, who ran a “livestock com-
pany” with her brother, Alvaro de Escobar, whose death triggered a law-
suit between Catalina and her sister-in-law.'* Other factors such as mutual
acquaintance—through having shared a business or having dealt with one
another in the past—coupled with a good reputation also helped to forge
alliances such as the one established in 1520, by the merchant Alonso de
Palenzuela and the cobbler Sebastidn de Villamayor, to engage in the salt
business in Medina de Rioseco.!® In sum, we see a wide range of relations
which, through social capital, enabled many to form part of a company—
even those who lacked the reputation and skills to be great merchants—.

24.2  Capital and Funding

When setting up a company, it was necessary to have sufficient funding for
a business venture that would be beyond many people were they to under-
take it alone. Theoreticians at the time advocated the idea that the greater

13 Las Partidas, Partida V, Title X, Law XIV.
1 ARChV, RE, box 46, 49.
15 AHPV, PN, leg. 8434, 299r-300r.
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the capacity to raise capital, the greater the profit, and encouraged people
to invest in companies (Mercado 1569). The contributions made by the
various partners was vital, since it meant injecting credit and liquidity into
the company.

Partners’ contributions enabled initial expenses to be met: acquiring a
lease or a right, the financial outlay, purchasing and procuring goods, pay-
ing travel expenses or the first salaries. The initial investment could be
made in at least one of three ways: furnishing a sum of money, providing
goods to an amount proportional to the share in the company or by actu-
ally working for the company and giving over part of the salary.

The initial contribution could vary substantially and mainly depended
on the type of business. The financial needs of an international trade com-
pany were not the same as those of a small company focusing on the local
market. The initial worth of the major companies, such as those of
Francisco de Orense and other similar enterprises, could reach 10-12 mil-
lion maravedis (Caunedo 1993, p. 53), or close to the 8,695,556 mara-
vedis held by the Pesquera-Silos company (Casado 2015, p. 79). More
modest companies, like the Cota-de las Cuentas corporation in Toledo
(Fig. 2.1), would have been set up for something approaching three mil-
lion maravedis (Carvajal 2012, p. 62). Lower down the scale, there were
enormous variations, ranging from the company founded in the town of
San Martin de Valdeiglesias to supply meat, which began with 130,000
maravedis; or the company that shipped wood along the Tagus, in 1500,
founded by three partners who put up a total of 30,000 maravedis
(Carvajal 2015); to corporations with a value of barely 13,600 maravedis,
such as the one formed by the previously mentioned Alonso de Palenzuela
and Sebastidn de Villamayor for trading in salt.'®

However, a company’s financial requirements did not end once it had
been set up-quite the opposite. Throughout its life cycle, a company’s
financial needs could increase considerably, and the Castilian economy
offered a wide array of possibilities for securing funding. In the case of
mercantile companies, for example, the most common formula was to
purchase goods on credit. Thanks to such transactions, companies were in
a strong position to enhance their business capacity, since they could boost
their stock without having to pay for it until it was sold. Other finance
methods were based on loans or transactions involving bills of exchange

16 AHPV, PN, leg. 8434, 299r-300r.
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ASSETS Doubtful debts Stg/ck
5%

Revenue, payment
rights 9%

Debtors
43% Companies
24%
Others
18%
LIABILITIES
Interests (Profits)
13%
Creditors Revenue, payment
87% obligations 0%
Other...

Fig. 2.1 Balance distribution of the Cota-de las Cuentas company (1507).
(Source: author’s own elaboration with data from ARChV, Pleitos Civiles, Pérez
Alonso (F), box 664, 8)
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and other such mechanisms. These credit transactions played a key role in
companies’ balance books. Nevertheless, the difficult and dangerous jug-
gling act between payment obligations and collection rights was one of
the main causes of the lack of liquidity and ultimate bankruptcy of some
companies.

24.3  Managing the Company

Running a company meant controlling tasks that required the daily atten-
tion of the partners. Such a duty was normally set out in the capitulacion,
which specified in greater or lesser detail the tasks that needed to be car-
ried out to ensure the company ran smoothly. We can mention three such
tasks: (1) taking charge of the economic-financial management of the cor-
poration, which meant directing the main operations, stocks, finances and
so on; ( 2) organising the work, in other words, the staff as well as the vari-
ous tasks to be dealt with; and (3) representing the company by contract-
ing and negotiating on its behalf. This was paid work, either through a
salary or through a share in the company’s profits, depending on the
capitulacion.

Managing a company was a demanding task, both because of the work-
load it entailed and because of the need to possess a knowledge of mercan-
tile techniques and accounting skills. The model of mercantile companies
provides us with an insight into what management involved. Merchants
were at an advantage because since childhood they had been acquiring
basic knowledge (reading, writing and arithmetic) and during their youth
had gained further training as apprentices in other companies. During this
stage, learning was based on practice, although their training did not over-
look theoretical aspects acquired through the manuals on trading and by
studying matters such as accounting, starting by embracing the principles
of double-entry bookkeeping (Caunedo 2012). Such knowledge was
required if a company’s business was to be run with any degree of skill.

In addition to the skills inherent to a merchant, the manager needed to
have a knowledge of financial and mercantile legislation. He needed to be
able to draw up documents related to administering his business and to
conveying information through letters. Probably the greatest demands
placed on the managers concerned accounting matters. Managers were
entrusted with compiling, updating and keeping the main books: the daily
book—daybook, the ledger, the cash book—and, in certain cases, supple-
mentary books that contained the minutes, accounts, inventories of
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documents and goods, and so on. The managers were also in charge of
drawing up other documents such as the company’s balance sheets and
provisional accounts, which were used when winding up the company. In
short, the manager’s job involved attending to a wide range of duties yet
was one which required dedicating a great deal of time and work and,
above all, a certain degree of specialisation and knowledge.

Small-scale merchants and craftsmen also made for efficient managers.
For instance, in the capitulacion of his salt trading company, the cobbler
Sebastidn de Villamayor agreed to keep the books in which he would note
down the people, days, amounts and prices of the company’s operations in
addition to keeping a record of the profits or losses.!” Martin Ruiz, a
butcher, was able to handle his company’s financial affairs through the
accounts book and other documents which were fully recognised before
the authorities who were to rule on a case concerning the results of the
company (Carvajal 2020).18

With regard to organising the work, we know that in mercantile com-
panies this task meant controlling the times and deadlines needed to
gather the stocks and to sell them, and which required a knowledge of
what nowadays might be termed logistics. The managers contacted the
suppliers, taking into account the production periods of the raw materials
or goods they aimed to sell, and also made sure these were available on
time at the markets and fairs where their products were to be offered, such
as those at Medina del Campo, Villalén or Medina de Rioseco. Information
networks proved vital in this system, and thanks to the correspondence
between the company’s partners and workers, managers were able to keep
up to date with demand and prices, the most sought-after products as well
as other unforeseen issues (Casado 2008).

This latter function, representing the corporation, was key in commer-
cial companies, where, in addition to the partners, the factor (mercantile
agent) played a leading role. This employee represented the company at
various national and European centres, where the company needed to be
constantly present. The profile of the mercantile agent was that of a young
merchant who was seeking to gain further training through a unique expe-
rience which, in addition to endowing him with knowledge, would pro-
vide him with a salary and the chance to earn a share of the company
profits, and even to become involved in future enterprises (Caunedo

7AHPV, PN, leg. 8434, 299r-300r. Agreement.
8 ARChV, Pleitos civiles, Fernando Alonso (F), box 13, 14.
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1998). Although the figure of the factor was confined to a known young
person from a merchant family, discrepancies were not uncommon and the
relations with the partners could spark conflicts. Such was the case between
the Burgos merchants Diego de Castillo and Francisco de Santa Cruz and
their shipping clerk in Flanders, Alvaro de Aguilar, who was denied pay-
ment of 50,000 maravedis for five years’ service.?

In financial companies, the work of the mercantile agent was different:
exchange companies needed hardly any staft, whilst the tax farming com-
panies, who stood out because of their geographical dispersion, made use
of sub-leasing collection rights in order to manage their interests. These
companies developed complex organisation systems involving many peo-
ple who served the company either directly or indirectly: lower-ranking
lessors and collectors charged with directly collecting the taxes (Ortega
2012; Ortego 2012).

For the other small and medium-sized companies, organising and man-
aging the work could prove to be a real challenge. Certain businesses were
particularly labour intensive and required painstaking work management.
The three partners of the company of Martin and Juan Marroquin, and
Juan Sinchez de Toledo, dedicated to the wood trade along the river
Tagus, took charge of running the company, in addition to employing
their servants—who acted as messengers—and as many as 22 labourers,
who undertook a wide range of jobs: transporting the wood, controlling
the flow of the river by setting up and removing weirs and mills, and so on
(Carvajal 2015).

2.5 CONCLUSION

Between the fifteenth and sixteenth centuries, the Castilian business world
experienced a time of development and splendour. Companies evidenced
their enormous capacity to adapt to ever-changing economic conditions.
From the leading commercial and financial companies down to the smaller
corporations that were devoted to supplying local markets, it can be said
that it was a time of progress on a wide range of fronts.

Companies formed the backbone of local, regional and national mer-
cantile activity in addition to fostering the internationalisation of Castilian
trade towards Italian, Flemish, French or English centres. Companies
were an example of cooperation between partners, and showed the

19 ARChV, RE, box 51, 40.
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potential of business collaboration. Likewise, companies became instru-
ments for investing capital, thereby encouraging the flow and movement
thereof.

From the organisational perspective, companies developed rudimen-
tary management and administrative structures which, at least in basic
terms, call to mind modern-day practices. Partners in Castilian companies,
particularly the mercantile companies, displayed an admirable knowledge
of mercantile techniques, which were learnt through theory and practice.
For their part, the managers had certain clear priorities, such as the
economic-financial control of the company through the accounting and
by safeguarding the company’s mercantile documentation, not forgetting
other aspects such as providing information. Finally, mention should be
made of the partners’ other main priorities: such as work management
(processes and employees).

In sum, the ability of Castilian companies to adapt and diversify led to
these structures becoming a solid pillar on which one of the periods of
greatest business success in the history of Castile was founded.
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CHAPTER 3

Simoén Ruiz: A Great Businessman
in Sixteenth-Century Europe

Hilavio Casado Alonso

3.1 INTRODUCTION

In 1955, the grand professor Henri Lapeyre stated in his book Une famille
des marchands: les Ruiz (Lapeyre 1955) that Simén Ruiz was a magnifi-
cent example of a sixteenth century businessman, and was representative
of many others who, like him, contributed towards European integration
and helped it to take its place in the world. His claim remains true to this
day, as the research carried out since then has served to confirm. Simén
Ruiz, or more correctly his family, came to be the aristocrats of trade and
finance in the sixteenth century, as did the Germans Fiigger (Facares, in
contemporary Spanish), Welser, and Hoechstetter; the Genovese
Centurione, Spinola, Di Negro, Doria, Vivaldi, Lomellini, Gentile, Pinello,
Grimaldi...; the Florentines Bonsignori, Acciaiuoli, Bardi, Peruzzi,
Medici, Frescobaldi...; the Lucchesi Bonvisi, Michaeli and Arnolfini; the
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Castilians Bernuy, Salamanca, Gallo, Maluenda, Quintanaduenas, Lerma,
Astudillo, Haro, Carrion, Astudillo, and Espinosa (Casado 2003).

The Ruiz Embito family’s involvement in the world of trade stretched
back to the fifteenth century. They hailed from Belorado, a town located
on the Camino de Santiago and a meeting point between the region of La
Rioja and the Duero valley. Similar to some other families of traders from
Burgos, they were probably converts, very likely since the early fifteenth
century, although from that moment on those who lived in Spain as well
as abroad behaved as if they were true Christians and removed all trace of
their Jewish past. They even obtained several reports stating that they had
cleansed their blood during the sixteenth century. This long career, and
their kinship with other families of merchants from Burgos, such as the
San Roman, Santo Domingo, Miranda, La Presa, Embito, and Sanvitores,
explains why their behaviour, their mindset and—what is of interest to us
here—how they managed their businesses were so similar to those of
other Castilian merchants (Casado 2017b; Ruiz Martin 1990; Sanchez del
Barrio 2016).

3.2  FamILy AND BUSINESS

As is well known, Simén Ruiz’s business was based on family alliances and
economic interests with his brothers, Andrés and Vitores. Whereas Simon
settled in Medina del Campo, his elder brother did so in Nantes, while
Vitores made his home in Burgos, even though he spent long periods in
the town of Medina del Campo. As did the great Castilian merchants of
the time, they married women who were involved in trade in those cities,
a policy which was to be repeated by their children and grandchildren.
The aim was clear: to gain a foothold in local trade networks in order to
further their business prospects and climb the social ladder in each of
these cities.

This dispersion throughout Spain and Europe had an underlying busi-
ness logic: the linen trade in France. Whereas in the mid-sixteenth century,
the Castilian drapery industry had boomed and penetrated all the different
market niches of expensive, high-quality cloth—Courtrai cloth, fine cloth,
velartes, thirties (3000 threads in the warp), twenty-fours (2400 threads)
and twenty-twos (2200 threads) from Segovia, Toledo, and Cuenca—;
those of a medium quality—Perpignan cloth from Cataluna, twenties and
eighteens from Cuenca, Segovia, Toledo, Avila, Piedrahita, Ciudad Real,
Aragén, and Logrono—; and the inexpensive cloths—the fourteens,
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buriel, twill, saia d’Irlanda, palmillas, coarse woollen fabric, brown cloths,
papales, friezes and small friezes from Avila, Palencia, Duefas, La Nava,
Tordesillas, Valladolid, Burgos, Logrono, etc.—, the same could not be
said of linen, since that which came from Galicia and Portugal was of very
poor quality. As a result, there was a need to seek a new market that could
offer supplies, particularly if the aim was to provide medium-quality linen,
since the very expensive kind was still being imported from the Low
Countries. What could be better, therefore, than Breton linen, which had
improved in quality and which offered a very competitive price. As a result,
for many Castilian companies their base for importing was Rouen and,
above all, Nantes. The Ruiz family chose the latter, and from there they
were able to trade with the workshops around Brittany and Normandy and
to send shipments to Spain from the port (Casado 2000,2010; Galli 2018).

In addition, from the end of the Middle Ages, the fairs at Medina del
Campo provided the main textile redistribution centre for the whole of
Spain, Portugal, and, through Seville, Spanish America. In the town’s
squares and streets could be found all kinds of merchants, ranging from
the leading importers who hailed from Burgos, the Basque Country, Italy,
and Flanders, to cloth merchant-manufacturers from Cuenca and Segovia,
as well as small-scale producers from la Rioja, Andalusia, Avila, Palencia,
and Valladolid, down to the retailers and hawkers, the regatones. Together
with these, the local shopkeepers traded in streets specially set aside for
them. As a result, the town attracted people looking to buy and sell from
all parts of Spain and Portugal, with Medina acting as a hub for redistrib-
uting all kinds of fabrics throughout the Iberian Peninsula and the
Americas. This explains why Vitores Ruiz and, later, his brother Simén
settled in the town. The former spent only part of his life there, often
travelling to Burgos to attend to private as well as family business with the
company he ran with Francisco de La Presa, who was from Burgos
(Casado 2001).

In sum, the trade in Breton linen explains the management structure of
the Ruiz family business. Andrés, together with his sons and sons-in-law,
who had settled in Nantes, purchased the fabrics. These were shipped to
Bilbao, from where the factor (mercantile agent) had them dispatched to
Burgos. There they were controlled by Vitores and Francisco de la Presa,
who had them sent to be sold at the fairs at Medina del Campo. This was
where Simén came in, wholesaling to other merchants who were attend-
ing the fairs or to local sellers. Some of the shipments were sent directly to
Seville, Oporto, and Lisbon, where the partners and company mercantile
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agent had them shipped off to the Americas or sold them in the Portuguese
market. The network set up by the Ruiz family was similar to that of many
other Castilian families and businesses of the period: the Quintanaduenas,
who were based in Rouen and Bruges; the Bernuy in Antwerp, London,
Lisbon, and Toulouse; the Gallo in Bruges; the Salamanca in Antwerp,
Rouen, and Florence; the Astudillo in Mexico, Seville, Burgos, Antwerp,
and Florence, and so on. Differences between them were minimal, except
for the fact that some had specialised in certain goods (the Bernuy in pas-
tel cloth, the Astudillo in Italian silks and 7ajas and Mexican cochineal, or
the Gallo in wool), although they all tended to diversify so as to spread
their risk. Despite being rivals, these companies helped one another, since
they all formed part of the same great Castilian mercantile network which
had spread throughout Europe, and which was controlled by the Burgos
Consulate. This meant that the Ruiz family was just one amongst many
and was not necessarily the wealthiest. Their virtue lies in having preserved
their great archive, which undoubtedly affords one of the best opportuni-
ties for studying sixteenth-century Europe. Thanks to the abundant docu-
mentation they provide, it is possible to accurately reconstruct the way in
which Simén Ruiz ran his business.

It should be remembered that the May and October fairs at Medina del
Campo were the great markets for exchanging money throughout the
Iberian Peninsula in the sixteenth century. This meant that credit flowed
easily and, as a result, that there were enormous opportunities for engag-
ing in all kinds of business that could provide substantial profit.

3.3  From MERCHANDISE TRADE TO HiGH FINANCE

The way in which Simén Ruiz’s activities evolved may be summed up as
follows: from trading goods to high finance, without abandoning trading.
As pointed out, in the twenty years after 1551, business revolved around
the sale of fabrics, paper, and haberdashery from Brittany, to which were
added other goods: gold-threaded cloths from Milan, coarse cloth from
Italy, tapestries from Flanders, pepper from Lisbon, steel and iron from
the Basque Country, ram hides from Cordoba, woollen sacks from Castile,
and so on. The practice was simple: to acquire the goods from France in
order to sell them on at the fairs in Castile and Seville in exchange for ship-
ping products back there from Spain, Portugal, and Italy. The different
types of goods traded gradually expanded, particularly after 1568 when
the markets of Portugal and the Americas began to grow. In order to
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conduct all of these transactions, Simén Ruiz resorted to the use of bills of
exchange between the fairs of Castile, Lyon, and Antwerp. He conducted
most of the transactions on his own behalf, although, like certain other
Castilian merchants, he did often accept other merchants’ money, charg-
ing the subsequent commissions and speculating with exchange rates.
Hence, there was a link between trade and finance from those early times,
although trade remained the primary activity (Lapeyre 1955).

Although Simén Ruiz’s business was only small scale in those early
days, the skill he showed at the time when handling the most complicated
trading techniques was already apparent. First, there was his use of associa-
tive practices, setting up various companies at the same time, even though
their structure was fairly straightforward. There was one company in
which he held a significant share of the capital together with other part-
ners, who were often relatives and close acquaintances, but which also
involved others who had deposited a certain amount of capital in exchange
for annual interest. At the same time, however, the general company, or
indeed he himself, had signed company contracts for a given number of
years (3/5 years) and for specific purposes, with other merchants from
Castile and Nantes. This was a technique used by many other leading mer-
chants, such as the Pesquera, Astudillo, Salamanca, and Maluenda of
Burgos. The system was based on mutual trust amongst all the partners,
but was materialised through the signing of various contracts. This legal
system, which was meticulously reflected through the mercantile account-
ing, was flexible and efficient, as it allowed a company to have its own
business and at the same time to set up other companies with other people—
relatives or otherwise—for different purposes and markets. The responsi-
bilities and sharing of losses or profits were thus established in each case,
depending on the amount of capital each partner had individually contrib-
uted to the parent company and, in turn, depending on what the company
had invested in the subsidiary companies. They were thus able to weave an
extensive mercantile network composed of a large number of people, part-
ners, mercantile agents, agents, and so on, who, although they mainly
came from Castile, might also be local traders. Yet, what is more impor-
tant is that it enabled them to be present in many markets throughout
Europe at the same time and to span different economic activities. Therein
lay their success, by being able to take advantage of scale economies and
diversification, and so minimise the risks. These continue to be the objec-
tives of the large multinationals today (Casado 2017a).
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In order to control and manage such a multifaceted company, it was
necessary to make sure that information flowed smoothly. This was the
task of mercantile correspondence. Simén Ruiz’s archive is the best exam-
ple of this sound business management practice, since over 70,000 letters
have been preserved, although many more were sent and received. This
amount is unique in the world in terms of quantity and quality. Together
with these, a vast number of other mercantile documents were also sent:
accounts, pricelists, Zistini (lists of exchange rates), shipping bills, receipts,
payment slips, settlement slips, bonds, promissory notes, powers of attor-
ney, reports, payment and purchase orders, and so on, totalling over
20,000 documents. These entered Medina del Campo and were sent out
to all corners of the Earth, from Chile to Vienna, preferably passing
through the major business centres of the time: Antwerp, Lyon, Nantes,
Rouen, Lisbon, Oporto, Seville, Burgos, Bilbao, Genoa, Florence, and
Venice. For any sixteenth-century businessman who wished to succeed in
the world of finance, it was necessary to stay well informed, as it is today,
and is something which Simén Ruiz was, to perfection (Sanchez del Barrio
2016; Pulido Serrano 2017).

In order to complete his management, Ruiz made extensive use of bills
of exchange, an instrument which originated in Italy but which had been
well known in Castile since the early fifteenth century. Over 21,000 origi-
nal bills have survived, together with numerous sheets and copy books of
bills of exchange. A recent study by S. M. Pinto (2012) and A. M. Ribeiro
(2015) of one part of the documents shows how Simén Ruiz negotiated
with bills of exchange from 45 financial markets throughout Europe,
although most prominent in terms of number were those from Antwerp,
Lyon, Lisbon, Piacenza, Florence, Rome, and Rouen. In fact, it can be
said that most of the money transfers bound for or leaving Spain, Portugal,
and the Americas passed through the fairs at Medina del Campo, where
one of the main agents and intermediaries was Simén Ruiz himself. To
achieve this, he forged a trusting relationship and cooperated with very
well-known bankers such as the Fiigger, Balbani, Spinola, Bonvisi,
Affaitadi, Centurione, Grimaldi, Strozzi, Capponi, Jorge, Baz, Gomes de
Elvas, Ximenes, and Rodrigues de Evora. He was thus able to make sub-
stantial profits by charging the corresponding commissions. Above all,
however, this enabled him to speculate with the exchange rates. Having
reliable information meant being able to obtain attractive profits. In con-
trast, Simén Ruiz was scarcely involved in the world of insurance, which
was more in the hands of his fellow countrymen from Burgos (Casado
2008, 2017a).



3 SIMON RUIZ: A GREAT BUSINESSMAN IN SIXTEENTH-CENTURY EUROPE 45

Such a quantity of documents and data would, however, prove useless
vis-a-vis securing sound business management if the information were not
treated properly. This is why the double-entry book-keeping system was
used. The analysis of the 165 accounting books, in addition to the numer-
ous accounts and balances conserved, shows that Simén Ruiz and his
cashiers, as has been studied by R. Rodriguez Gonzailez (1995), were
accomplished masters in accounting. Through the different accounting
series, the information flowed so as to join up with the Accounts Books or
Major Books, before finally ending up in the Books of Positions (not con-
served), where the profits and losses were shared amongst the various
partners. By analysing the different steps involved in the accounting in the
respective entries, it is possible to trace how the business was progressing
at each moment. This provides an insight into the business strategy
employed throughout each of the years.

Figure 3.1 shows the progression of the trade and financial profits the
company obtained from 1569 up until the death of Simén Ruiz in 1597.
It can be seen that, despite the sharp yearly changes—which were the
result of the outdated accounting techniques employed at the time, where
the accounts were not closed at the end of the year, but simply noted
down randomly at particular moments—the company returned a profit in
most of the years it was in existence (Casado 2017a).
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3.4  As AN EPILOGUE

It comes as no surprise that after 1576, and particularly after the 1580s,
Simoén Ruiz opted to give a more financial slant to his business, although
this did not mean that he completely gave up the world of trade. As well
as dealing in bills of exchange, financial speculation, or private loans, he
became involved in the complicated business of extending credit to the
monarch, and became one of Philip II’s main suppliers of goods. This
allowed him to deal with the leading international financial powers on an
equal standing, and to gain the respect of the Board of Finances as well as
of the monarch himself. He had therefore reached the peak of his career.
After 1592, he handed over part of the business to his nephew Cosme
Ruiz, and concerned himself more with the construction of his hospital
than with trade and business affairs (Ruiz Martin 1990).

Yet, in order to reach the top, Simén Ruiz, as I have described, had to
engage in skilful business management, without which he could not have
been successful. As pointed out by H. Lapeyre:

his career shows a steady rise: he begins by importing fabrics from Brittany,
later becomes engaged in trading a wide range of goods, makes huge sums
of money by speculating with exchange rates and is involved in a large num-
ber of transactions, whether by actually providing capital or by simply mak-
ing do with a commission. Castile can be proud of having produced such a
notable businessman who can be compared to his Italian or German rivals.
(Lapeyre 1955)

These words, written in 1955, today ring even more true in light of the
abundant research carried out since then.
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CHAPTER 4

A Great Modern Capitalist: Jakob Fugger

Agustin Gonzilez Enciso

4.1 INTRODUCTION

It has often been said of Jakob Fugger (Augsburg, 1453-1525) that he
was the world’s first millionaire.! But was he really the first millionaire or
the first capitalist? Many would regard these two epithets as the same
thing; whichever way you look at it, they argue, capitalist and millionaire
are synonyms. But such an outlook balks a true understanding of the key
word: capitalism. Nicknamed “Jakob Fugger the Rich”, he came up with
that no-nonsense quote: “I want to earn as much as I can”. This implies
the intention of becoming rich, but it explains only part of what we call
capitalism. Fugger was a millionaire—in all likelihood the first—as many
other capitalists are, and there is certainly no question that he was a
capitalist. But not all capitalists are millionaires; neither are all millionaire
capitalists. Neither is a necessary and sufficient condition of the other.

'First published as “Jacobo Fugger, un gran capitalista moderno”, Nuevas Tendencins
(Instituto Empresa y Humanismo, Universidad de Navarra) 96, 2016, pp. 2-10. I Thank
Dave Langlois for the translation.

A. Gonzilez Enciso ()
University of Navarra, Pamplona, Spain
e-mail: agenciso@unav.es

© The Author(s), under exclusive license to Springer Nature 49
Switzerland AG 2021

M. Vazquez-Farinas et al. (eds.), Companies and Entrepreneurs

wn the History of Spain, Palgrave Studies in Economic History,
https://doi.org,/10.1007 /978-3-030-61318-1_4


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-61318-1_4&domain=pdf
https://doi.org/10.1007/978-3-030-61318-1_4#DOI
mailto:agenciso@unav.es

50 A. GONZALEZ ENCISO

4.2  INTEREST IN WEALTHY PEOPLE

Today, in a time of economic downturn oddly twinned with unbridled
spending, there seems to have been a growth of public interest in the
wealthy, especially those who have built up their wealth on business:
G. Soros, G. Sachs and S. Jobs are only some contemporary examples to
be tagged on to the older figures like Rockefeller, Rothschild or, going
even further back, the Florentine Medici. The Fuggers, hitherto attracting
less attention, have now been taken up by this renewed wave of interest.
The recent book by Steinmetz (2015), a fine work of historical popularisa-
tion, with all the concomitant virtues and faults, helps us to discover the
studies published on this merchant-banker family since 2006. They are
only a handful; this is not a subject of mass interest. What strikes the eye,
however, is that the last thoroughgoing historical studies of the Fuggers,
by Strieder and Schick, were published between 1931 and 1957. A
seventy-year hiatus for a family that set up what can safely be called
Europe’s mightiest bank, without the slightest exaggeration, during the
first half of the sixteenth century.

The Fuggers came in for keen attention from German historians up to
the mid-twentieth century, interest that then fell away. A notable aspect of
the new studies on the family is the lack of much further news about its
business. Barring minor details, most of the information on this business
had been fleshed out beforehand, in the works of Poélnitz (1949),
Ehrenberg (1955, 1985 [1928]) and Schick (1961), to quote only the
most important authors. Recent studies, following a long-standing cur-
rent trend, look at the social and cultural side issues of the Fuggers’ busi-
ness life (Dauser and Ferber 2010; Hiberlein 2012).

Oddly enough, Steinmetz’s summary changes tack anew, touching only
lightly on the social questions and homing in instead on the essence of the
business itself, especially of Jakob Fugger, showing how closely this busi-
ness was tied in with the main political questions of the time. Today’s
historians, in other words, seem to be more concerned with the social and
cultural setting of the phenomena they study, including the major financial
business, whereas the journalists—of which Steinmetz is one—seem to
realise that what interests the public at large is how the wealthy built up
their fortune and the clout that came with it. Their working assumption
seems to be that the public has a right and obligation to know this. It is a
question, once more, of telling a success story. The author pulls this off,
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quite starkly, truth to tell, swayed by the zeitgeist mindset, although the
historical account is not completely bereft of rigour.

Many regard today’s abovementioned clique of wealthy as the key to
our prosperity and progress. Others, on the contrary, argue that this abun-
dance cloaks much behind-the-scenes tawdriness: selfishness and over-
weeningness towards the less powerful. One thing rings out clearly,
however: capitalism is not simply a question of amassing wealth. Those
who criticise capitalism because of the wealthy few forget that the term
also enshrines other meanings such as a rational use of the means of pro-
duction, business organisation, market development and so on. The
downside of capitalism lurks in its margins, the abuses and flouting of fair
rules, the excess of power or even what Braudel (1985, p. 65) has dubbed
the anti-market, that is, where the fair-and-square rules of the public mar-
ket we all know no longer hold true.

Those capitalism factors we consider to be public and widely known—
rules, fair regulations, accepted quality, established prices—make up what
we call the free-market economy, based on private ownership, unshackled
business and freedom (John Paul II 1991, n. 42)—which is certainly a
form of capitalism no one would quibble—at. Over and beyond this,
where this economy’s control cannot reach, “emerges”, claims Braudel,
“the capitalist process” (1985, p. 67), and this occurs especially in long-
distance trade. There are three main reasons for this: firstly, consumer
ignorance of market conditions, with the consequent impossibility of
demanding a fair price; secondly, lack of competition; and, thirdly, the
intervention of the various political authorities, with different currencies,
allowing capitalists to negotiate in several fields and exploit the differences
to be found in all the chinks. From this viewpoint capitalism is what strays
beyond the free-market economy, but this would be a more restrictive
definition of the term.

4.3 GREAT HistoricAL CHANGES

What did Jakob Fugger mean in his time? Before looking in more depth at
his character we need to bear in mind that he lived in a time of exceptional
changes, when the market economy, precisely, was being overhauled,
opening up new possibilities for capitalism. Shortly before Fugger was
born the Turks had taken Constantinople (1453), bringing down the cur-
tain on the Byzantine empire and upsetting the worldwide power game:
the Turks cut off the lifeblood of mercantile capitalism, which had been
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developed by Venice and Genoa from their trading relations with the East
(India and China) through Constantinople and the Black Sea. In other
words, the economic unity of the medieval world was smashed. The 1453
fall of Constantinople definitively closed the Old World order based on the
Mediterranean; from then on Christians would have to look to the Atlantic.

By the time Jakob died in 1525, barely seventy years later, these changes
had gelled. Elcano had just completed the first round-the-world trip
(1519-1522), while Cortés had routed the Aztec empire in 1521; in the
year of 1525 itself the Holy Roman Emperor Charles V defeated King
Francis I of France in the Battle of Pavia, thereby guaranteeing Spain’s
control of Italy. Meanwhile the Portuguese had completed their explora-
tions of the African coast, forging a new route to India. Everything had
changed drastically in a few decades. Now a Christian emperor, Charles,
truly dominated the West, as his paternal grandfather Maximilian had
desired in vain; what is more, this was an enlarged West, representing a
true globalisation.

Such sweeping changes represented a true change of era. And they were
equally crucial for Fugger. Not only did they favour his city, Augsburg,
which stepped into Venice’s breach, but they also exacerbated the money
needs of his biggest client, the German Emperor, first Maximilian and
then Charles. This new world order also kindled a new economy, even
more global in scope, and also a new politics, since domination of this
world now called for mightier entities: the modern nation-states. The
upshot was a need for greater means of payment, for precious metals but
other metals too: the Fuggers’ fortune was tied in with both copper
and silver.

As well as the economy and politics, religion was undergoing a change
too. Renaissance popes were religious chiefs fending off a changing cul-
ture, but they were also sovereigns of a state that had to play its political
role at a time of modern state-building. The popes therefore had to tread
a delicate political path with completely new ground rules, wielding arms,
money, art and even new diplomacy, as when Alexander VI sanctioned in
1494 the share-out of the world between Spain and Portugal, leaving all
the rest out of this new world scheme, almost as if it was a new testament
of Adam, as the King of France would later say tongue firmly in cheek.
Luther went much further than such ironic statements; in 1517 he nailed
his famous theses to the doors of Wittenberg Cathedral. They had to play
with new economic rules too. Not too far off, the Turks, pushing back the
boundaries of their empire, now threatened Belgrade.
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But politics isn’t everything. Nature also has its say. Tyrol is a country
of copper and silver. During the fifteenth century rich fields were found.
But it was not until halfway through the century, urged on by pressing
need, that a procedure was discovered for extracting silver from the cop-
per, kicking off its large-scale mining. Jakob Fugger soon cottoned on to
the possibilities this opened up. In 1485 he asked his siblings to allow him
to invest in the metal business. A coincidence? The zeitgeist trend chimed
in with a lifetime career change in Jakob, switching him from the church
to business.

4.4 A RISK-TAKING ENTREPRENEUR

Who exactly was Jakob Fugger? Jakob was the descendant of a family of
immigrants who had set themselves up as weavers in Augsburg in the late
fourteenth century, at a time when the textile industry of fustians (cotton-
linen mixtures) was really taking off in the city. Fustians were traded oft'in
Venice for Eastern spices. The earnings from this family business enabled
Jakob’s grandfathers to break into trade in a small way, enlarging their
business thereafter, moving into banking and money lending, handing on
this business to his sons. Jakob Fugger the Elder died in 1469, leaving
behind an already hefty fortune. His money and business were shared out
between ten siblings, in due accordance with a traditional family strategy
in Augsburg.

A distinction should be made here between sons and daughters. Suitable
marriages were sought for the daughters; of the sons, Markus and Jakob
the Younger, called after his father, went into the church while the five
remaining brothers plumped for a business career. The family business
continued to grow but death took its toll of Jakob’s elder brothers. By
1478 only two remained, Ulrich, the eldest and Georg, who called on
Jakob to help them in the family business. Jakob thereupon left the Church
and went as an apprentice to Venice, further advanced than Germany in
mercantile affairs.

To get from Venice to Augsburg you have to pass through Tyrol. Jakob
therefore saw the growing metal business, piquing his curiosity until he
decided to take up this business in 1485. His brothers did not seem so
keen. Although the company was owned by all the brothers and bore the
name of Ulrich Fugger and Brothers, Jakob ploughed his own furrow in
mining, which proved to be the quickest-growing activity. Copper took
off before silver. These metals then became the bedrock of Jakob Fugger’s



54 A. GONZALEZ ENCISO

business, since he also outlived Georg and Ulrich, who died in 1506 and
1510 respectively.

Many people get rich by spotting chances others overlook, by daring to
take a risk, by adopting groundbreaking techniques or by outperforming
competitors in an established business. Jakob Fugger pulled off all these
feats and more, thanks to his acumen and audacity but also his common
sense, his orderliness and industriousness as well as his mastery of eco-
nomic, accounting and personal aspects. According to some eyewitness
accounts, neither did he lack selfishness and nor harshness if need be. All
these qualities, including a dash of good fortune, which he sought and
found, helped him to build up his business grew from just mining to mak-
ing loans to the emperor and the pope. Since he had a lot to work with, he
had a lot to offer and could afford to enforce repayment; his economic
clout enabled him to look even an emperor in the eye.

4.5 AN EMPEROR’S DREAMS

By the end of the fifteenth century, business and politics were increasingly
interlinked. The Fuggers’ fortune, especially Jakob the Rich’s, was closely
tied in with the Habsburg emperors, who became Jakob’s biggest client
while he himself became their main banker and financial consultant. The
relationship was intense, not always straightforward and often on the
point of snapping. But it lasted, and in fact could be called one of the most
important public/private relationships in history, spawning the fortune of
both parties. This relationship started almost by accident. In 1473 the
emperor of that time, Frederick III, struck off on a journey to the Low
Countries in search of alliances and power. One of his aims was to marry
off his son Maximilian, future emperor, to Mary, daughter of the Duke of
Burgundy and heir of the dukedom, one of Europe’s richest territories.
This was a red-letter event; Mary would become the grandmother of
Charles V, who, through her, inherited the Burgundian Netherlands,
whereby the territory became part of the Spanish monarchy.

But this would happen later. For the moment, in 1473, Mary’s future
father-in-law was wrestling with another problem: he lacked enough
money for this epoch-making journey. The Holy Roman Emperors sported
a fine title but their real power was meagre. His unreliable creditworthi-
ness meant bankers were loath to lend him anything. Only one stepped
up, Ulrich Fugger a minor banker at that time, but he saw his chance. This
loan won him an important honour, a shield of arms with lilies, thereafter
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to become the family’s distinctive emblem. But the most important result
of this initial agreement was that it forged the Fuggers’ subsequent rela-
tionship with the Habsburgs.

The next occasion, however, was some time coming. It had to do with
the territorial disputes within the empire. Tyrol, the mining territory, was
under the sway of Archduke Sigismund, a relative of the Habsburgs,
although the land belonged to the latter. Sigismund squandered his money
on a lavish lifestyle; at a moment of particular need it was Jakob Fugger,
back in the world of trade, who came to his aid when no one else wanted
to. He now saw his chance of breaking into the mining business. Jakob
played it hard; as the counterpoint for his loan he demanded as security a
hand in Tyrol’s mining business. Sigismund fell down on the repayment,
enforcing this security and giving Jakob a certain control over the mining
activity.

Shortly afterwards Frederick III sent his son Maximilian to take over
Tyrol from his debauched relative. Maximilian obeyed this order but it
called for a certain amount of cash and who better to ask for it than Jakob
Fugger? Frederick reminded the banker’s family who helped him in the
important trip of 1473; Fugger, for his part, now had experience in Tyrol
affairs and knew how to up the ante. The dealings with Maximilian were
easy and the banker’s loan-security demands higher, thereby increasing his
control over the local mining.

Metal continued to loom large in subsequent business. Maximilian was
on the point of being made emperor in 1493, but his dreams didn’t stop
there. He had other tasks in mind. One of them was to wrest Vienna back
from the hands of the King of Hungary, who had seized it from the
Habsburgs years earlier. Another was to be crowned emperor in Rome like
the previous Holy Roman Emperors. Maximilian got his way in terms of
expanding Habsburg territory. By marriage he had won the Netherlands;
then he recovered Tyrol from his relative; now Vienna, which proved to
be a springboard to control of the kingdom of Hungary too. All this with
the aid of Fugger, naturally, who was the first German businessman who
arrived on the scene in quest of Tyrol’s mining wealth. A key figure in
Hungary was Janos Thurzé, a Hungarian businessman and a necessary
right-hand man for insider knowledge of the country’s problems.

The emperor did not fare so well in the field of international politics.
He ran into problems with Vienna and the Swiss. In the end he couldn’t
be crowned in Rome due to the opposition of France. Later with Julius IT
ill (1513), he even toyed with the pipedream of being chosen as pope,
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softening up the cardinals beforehand with big handouts. All these deal-
ings were done with Fugger’s support, who rendered it at times at an
enormous financial and political risk. But it all came good in the end,
largely because Maximilian was keen to keep his prime banker sweet.

Maximilian has gone down in history as an intelligent dreamer, endowed
with good ideas but incapable of bringing them to fruition. Above all, he
is known as a woeful financier. All this strengthened Jakob Fugger’s hand.
Not only did he defray all the emperor’s increasingly intense and costly
military adventures and daydreams, but he also took full advantage of his
financial disorderliness. The fundamental security for all these loans was
the silver and copper mines of Tyrol and Hungary. Since the nineties
Fugger had been taking over the ownership of more and more of these
mines; in Schwaz, site of the biggest mine, he set up a major mining, ore-
smelting and cannon-casting factory called Fuggerau. It also proved to be
a formidable fortress against Turkish attacks.

4.6 Tur RicHEST MAN OF ALL

Ulrich Fugger died in 1510. Jakob inherited his brothers’ commercial and
banking business. This was no bagatelle. Since the times of Jakob the
Elder the banking business had grown substantially on the strength of the
commercial fustian and spice interests. This business, now added to
Jakob’s silver, copper and cannon-casting concerns, prompted the open-
ing of a flood of firm branches scattered around the main cities of the
empire and Europe. This mighty network knitted together Augsburg with
Vienna, Krakow, Danzig, Antwerp and Lisbon, plus a fundamental link to
Rome. By then Jakob Fugger could safely claim to be the richest man in
the world, a veritable millionaire; his fortune was calculated to add up to
over one million florins, overshadowing all rivals.

Jakob had inherited the banking business from his father and brothers.
Another branch of his family, his cousins, also ran a banking business until
going bust in 1504. All this was par for the course. Augsburg, for reasons
we have already seen, turned itself into a textile, mercantile and financial
hub of worldwide importance even before 1500. And it wasn’t only the
Fuggers; other important families like the Welsers or the Hoschtetters also
lived in Augsburg and featured among Europe’s most important bankers.
The difference is that Fugger doubled them in wealth, influence and bar-
gaining power, thanks to his business acumen based on judicious risk-
taking and a shrewd appraisal of the chances of success. In order to lend,
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Fugger had to borrow, receive deposits, but people tended to hand over
the money readily enough on the strength of his prestige and responsive-
ness. Everyone knew he would pay back with interest thanks to the heavy
interest he himself charged on the emperor’s loans and in the metal
business.

Of special interest here are his long-standing relationships with Rome.
Fugger progressively ousted Italian bankers in all transfers from Germany
to the Holy See, drawing on his wide-ranging contacts and his greater
business acumen. He also paid the Swiss mercenaries who protected the
pope, germ of today’s Swiss Guard, and supported the election of Julius IT
in 1503. He made inroads too into papal finances; an important part of
the papal mint ended up leased to Fugger. He was also a personal financier
of many prominent personages of the Roman curia.

Preferred banker of the emperor, banker also of the pope, head of
Europe’s mightiest trading house, holder of a de facto monopoly of the
world copper market on the strength of his many mining properties...,
what did Fugger lack? Truth to tell, nothing. But when you climb so high
in the commercial world, the political itch sets in. If an emperor needs a
banker, a high-calibre banker needs an emperor; that is, Fugger needed to
stir up the political waters in his favour. He had already been doing this by
supporting Maximilian, although this was really a case of seconding the
emperor’s own desires. From here on he would not be happy with second-
ing anyone; he had to take the helm, sail between two reefs and learn how
to steer a just course between two high authorities in conflict.

4.7  Ture Hour or PoLrtics

Until 1507, shortly before taking over the whole family business, helping
the emperor had posed a financial but not political risk: Jakob was in the
rightful camp and the position was clear. No one could raise any qualms.
After 1507, however, Maximilian began to take increasing political risks by
sending his armies into Italy, showing that things could get stickier. The
wars of 1507-1511 were a big commitment for Fugger. The trouble is
that the imperial policy forced Maximilian to confront powers outside the
empire, such as Venice and the Holy See, who were also Fugger’s clients.
Could he stay neutral without betraying anyone?

In alliance with the League of Cambrai, but with his coffers almost
empty, Maximilian took on Venice in 1508-1509. The problem here, as
we have already seen, was that Venice was a Fugger client too. The banker
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had to administrate his aid to the emperor. First, he agreed to give him
only a part of it against the collateral of territorial possessions, turning
Fugger into a vassal-owning Count. Maximilian got as far as Trento but
could limp no further. When, despite everything, the emperor continued
southwards, the Venetians proved to be stronger, beating him and driving
him back. A Venetian army entered Tyrol and took Fuggerau. This made
it a personal matter for Fugger. He had no other choice than to defend
himselfand show his mettle. Fugger’s subsequent ability to lend Maximilian
a heavy sum just a few weeks later and at relatively little risk proved his skill
in wielding bills of exchange and arbitration, as well as the importance of
his many relations. Thanks to this support Maximilian was able to sue for
peace with the Venetians, who withdrew, saving the emperor and the
banker both.

4.8 CHOOSING THE EMPEROR

The position now reached by Fugger turned him into someone capable of
changing the course of history or at least with enough economic clout to
reshape European politics of the time. The chance came with the imperial
election of who would become Emperor Charles V. For Fugger the impe-
rial election meant treading a delicate line between his own personal inter-
ests and German interests. For Charles himself'it posed a difficult financial
dilemma: to be made emperor he needed Fugger’s express permission—
not written permission on paper, of course, but wrought in the conviction
that without the great banker’s support he could not become emperor,
confirming the banker’s high—stakes. It goes almost without saying that
this support could have swung behind any of the would-be emperors.

As is well known, the Holy Roman Emperor was an electoral post,
depending on seven electors, princes or archbishops of as many territories.
The emperor was the visible head of a confederate organisation, so his
force resided not so much in his own might but rather in the alliances he
could strike with other princes of the empire. Winning the title of empire
was therefore a difficult political question and, as might only be expected,
an economic question: the electors’ vote would go to whoever guaranteed
their independence and paid them most. The first factor was pretty much
set in stone; no emperor could stand against it. The second, on the con-
trary, was negotiable. In practice, the imperial election had become big
business.



4 A GREAT MODERN CAPITALIST: JAKOB FUGGER 59

The election of Charles was kicked off by his now aging grandfather,
Maximilian, in 1517. The first step was to gain election as King of the
Romans, a title considered to be heir apparent but without being an oblig-
atory inheritance.” The negotiations dragged on; Maximilian died in 1519;
only a few months later Charles was elected. The problem of Charles’s
election resided not so much in the political infighting within the empire;
indeed, in 1517, the electors were in agreement about his election. The
real problem was raised by King Francis I of France, in view of the chang-
ing circumstances.

Francis had just risen to the throne in 1515, and he sought to play a
hegemonic role in Europe. He revived France’s expansionist policy in
Italy, initiated by Charles VIII back in 1494. In 1515 he defeated the
hitherto invincible Swiss in the Battle of Marignano and recovered the
Dukedom of Milan. Elsewhere, the death of Ferdinand IT in 1516 ushered
Charles to the Spanish throne, built on the recovered union of Castile and
Aragon, now with Granada and Navarre included in the deal. Charles
would also inherit the Netherlands on the supposedly imminent death of
Maximilian. Charles’s total inheritance, therefore, formidable in itself, rep-
resented a territorial stranglehold around the France of Francis I, espe-
cially if Charles was elected emperor. Faced with the prospects opened up
by Maximilian in 1517, therefore, Francis had little choice but to play it
hard and throw in his bid for the imperial crown himself to counter the
power of his now formidable rival Charles.

The empire itself was now pitched into a huge international cauldron:
the new emperor might equally be the king of Spain or France. This heady
situation was unprecedented. Everyone knew how to play it: slapping
hordes of money on the table. But the problem with such sums was not
only raising them at any particular time but also guaranteeing their repay-
ment later. In view of the contenders, the electors upped the asking price
and Europe’s top bankers swung behind the rival candidates. But the
bankers needed some security: the higher the price, the bigger the security.
Were the candidates reliable enough?

Another moot point was whether or not the bankers were up to level of
the needs and risks at stake. When it came to the crux, only one of these
bankers was really capable of playing it alone, Jakob Fugger. Jakob of

2Technically the heir apparent was an emperor clected by the seven electors without yet
being crowned or accepted by the pope. In practice the King of the Romans was the emper-
or’s heir, but this did not completely guarantee his subsequent election.
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course preferred Charles but he also needed sufficient security, so he also
left a door open for negotiation with Francis, a chance the Frenchman
tried to take. For his part Charles, who had already held negotiations with
Fugger in Flanders, was tempted, once back in Spain (1517), by the Italian
bankers. This raised misgivings in Fugger, who not only felt tempted to
give greater support to the King of France, but also began to doubt
Charles’ payback capacity.

Fugger held the imperial election in the palm of his hand, because the
electors were ready for just about anything. In the end German logic pre-
vailed; Fugger trusted in Charles and the electors chose him. Patriotism?
Loyalty? Historians have pondered this question, stressing the loyalty
claims of Jakob himself. But many have pointed too to the importance of
his own mercantile interests, Jakob finally deciding that Francis I’s security
was just not up to it.

49  FUGGER AGAINST THE REFORMATION

The relations with Rome also led Jakob Fugger to play a standout role in
several matters to do with the Protestant Reformation, such as the sale of
indulgences or the defence of Catholicism in Augsburg. The former had a
more general scope, although Fugger almost stumbled into the affair. The
latter, on the other hand, was of more local importance; nonetheless,
Fugger’s money and influence were decisive in freeing Augsburg, at a
given time, from the grave threat posed by the social revolution of the
German Peasants’ War.

Renaissance popes were an idiosyncratic lot. Besides their religious
function, which they never ceased to perform, they also concerned them-
selves with other questions perhaps straying outside a pope’s rightful
remit, although popes too are sons of their time. Julius II was a warrior,
Leon X, a businessman; all of them were great patrons of the new Rome.
This new papal role scandalised many, Luther included. Luther stood out
against the emperor and the pope, and Jakob Fugger was the banker of
both. Small wonder, then, that decisive roles should fall to him. Fugger
made transfers of religious money from Germany to Rome. One of the
payments Rome demanded was the servitium, an investiture fee paid by
prelates. In the case of Albert of Brandenburg, in 1514, this question
became embroiled with the indulgences recently renewed by Leon X for
Germany. The sale of indulgences had become a racket; recent popes
dipped into them at will to boost their revenue and to defray special
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expenditure. Such was the case in Germany, where Fugger had gained
control of the business.

Albert of Brandenburg needed money to pay his servitium for investi-
ture as Archbishop of Mainz, so he asked Fugger for a loan. As security the
archbishop managed to get Pope Leon X to concede him the right to farm
indulgences within his territory. Given that it was Fugger who had raised
the funds, it was only logical for Fugger too to run the business that served
as collateral for the loan. Jakob Fugger thus became farmer of indulgences
in Mainz. Half of this revenue would now be collected by Fugger’s agents.
But this threw the banker head first into such a bed of thorns as the
Protestant Reformation; it was precisely the sale of indulgences that raised
the ire of Luther. This of course brought Luther up against Jakob Fugger.
If Fuggers’ usury wasn’t bad enough, even more contemptuous in Luther’s
eyes was his indulgence business. Playing in the emperor’s camp would
also lead Fugger to fight actively against the varied social revolts sparked
off by other reformists who opted to go down the road of violence.

4.10  Is THis CAPITALISM? SELE-INTEREST
AND PUBLIC INTEREST

One of the problems that have always besieged capitalism is the risk of
clashing interests between individuals and the common weal. Capitalism
arose from the bosom of society, the estates-based society in which the
common good was established as the norm, as well or ill as it may actually
be pursued. The particular estate granted specific rights and obligations to
each person born therein, each set of rules standing out from the other;
for that reason, any social and economic dynamic was overridden by the
estates-based legislation. The use of money, as Duby (1997) pointed out
with respect to the twelfth century, upset the applecart; the nobles of that
time, far from being capitalists themselves, sniffed the beginning of a new
way of life in which individual worth outweighed the common weal.
Common interests were based on the traditional estates, whereas individu-
als took their cue from money, bringing in a whole new set of interests and
ever-shifting possibilities. As we see, capitalism goes way back.

But the capitalists of that time, trading merchants above all, also
brought a lot to the table. Up to the sixteenth century businessmen still
hung on to what Sombart has dubbed a love of business but also a love of
life and persons, showing concern “for the benefit or harm that might
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accrue [from his activity] for the real, living man” (1972, p. 164). Does
Jakob Fugger fit in with Sombart’s idea or was he an “upsetter” of the
whole caboodle, as the twelfth-century nobles feared?

Maybe both things at once. Fugger was a man of his times, who also
knew how to look to the future, or at least a type of future. He always
looked out for his own interests, while also respecting throughout his
career non-mercantile mores. He was faithful to his family; it he ran a busi-
ness his own way it was because he outperformed all the rest. When all his
brothers had died he shared the firm with his nephews, while always keep-
ing the hierarchy clear and unchallengeable. And he chose as his heir the
worthiest among them, Anton, as from 1525 the Fugger of Charles V,
weeding out the weaker. He was faithful to his city, the hub of his business
interests where he always lived. He had a positive influence on the munici-
pal government, albeit always indirectly, and did so decisively when it was
necessary.

He was faithful to his emperor and his empire. He always supported
Maximilian, whom he helped to create the new power of the House of
Habsburg, the union of Austria and Hungary, nursed into being by
Fugger’s money and advice after the Vienna congress of 1515. He appar-
ently dithered about the election of Charles V, but deep down this was
nothing more than a business wile to make bigger profits. These profits
would also enhance the House of Habsburg within the empire, over and
above other princes, so his loyalty also extended to the Habsburgs as ter-
ritorial princes. His world was thus a world of shared loyalties that he
deftly blended with his own interests.

Likewise, he was always faithful to his religion, Catholicism, and the
pope, whoever that might be at each time. He would come to know a total
of seven popes, though his main business was done with Julius IT and
Leon X (1503-1521). These popes had a set of needs and interests, some
of them personal but most of them economic, true enough, but they also
defended a faith to which Fugger held true, even defending it against the
rebels as from 1517.

His loyalty on all these scores did not always hold him in good stead.
There were times when his support for the emperor or the church drove him
to the verge of bankruptcy, won him the opprobrium and hate of rival finan-
ciers or full-out flak from his enemies. This was the risk he decided to take
in the interests of his long-term loyalty. Other bankers of the time—Welser,
Hoschtetter, also from Augsburg—did not reap such huge profits but
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neither did they stick their necks out as much. Ironically, Fugger’s house was
to outlast most of them.

Like other businessmen of his time, Fugger’s particular idea of “maxi-
mising profits” took in not only the possibility of taking risks in the inter-
ests of family or political loyalty but also left an ample leeway for other less
profitable investments, more proper of his time. Fugger did not turn up
his nose at public honours and social recognition; he became a count with
the corresponding seigneurial revenues but did not actually use the title.
He was a patron of the arts and lived in a lavish mansion. He was sober in
his personal life but he also liked to organise parties to hail his guests or
celebrate newsworthy events. His mansion was the hub of his business and
a lively social life at the same time.

Fugger also chimed in with the zeitgeist idea of helping the poor. His
trademark building, the Fuggeres, lives on today with a similar charitable
purpose, as a residence for the poor, workers who pay a token rent to
enjoy a dignified home and services that, elsewhere, only the rich can enjoy.

Yes, Fugger spent time and money on all these things, without, of
course, forfeiting the chance of prospering with his business interests.

411 Timme TO WORK

To wind up, a glance at an aspect that is often overlooked but is nonethe-
less a key question here: work. The abovementioned Fuggerei serves as a
tell-tale sign of Fugger’s mindset: the value he attributed to work, espe-
cially work to earn a living. Luther’s writing exalted the idea of “calling,”
understood in relation to a livelihood. On this bases all exegetists since
have tended to argue that Protestantism introduced a new concept of
work. I don’t wish to downplay Luther’s thinking in this regard, but this
idea already existed before the Reformation, much as the reformers may
have reformulated the idea or introduced new facets.

Witness the attitude of Fugger. When the banker gave preference to
worker families for his charitable housing rather than the downright poor,
he was not only saying that these destitute poor already have people look-
ing after them but also stressing the dignity of work, often undertaken by
those of few resources. Only workers, therefore, were eligible for his char-
ity. Fugger himself, after all, came from a family of immigrants and manual
workers. By dint of hard work his grandfather had carved out a business in
the lowest levels of the textile industry. Fugger, therefore, always held
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work in high esteem, not only his own workers but his poorer co-citizens
who worked for others.

He himself never stopped working. He always believed that the idea of
“earning as much as you can” did not necessarily involve shady wheeling
and dealing but honest-to-goodness work. This work should also be ratio-
nal, well done, vouched for by painstaking accounts and meticulously run,
as all his businesses were. Such careful accounting was by no means the
norm in other business houses of this time. This did not stop him, at
times, from taking risky decisions, even dodgy decisions in the eyes of his
rivals, but always based on hard work and dedication. This ethic of hard
work, even when undertaken under the most arduous circumstances, has
a clear example in Jakob Fugger, a crucial man of his time and, as a worker,
a role model for other businessmen.
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CHAPTER 5

Speculation and Collusion in the North
of Castile. 1820-1880

Rafnel Barquin

5.1 InTrRODUCTION!

In the mid-nineteenth century, the former region of Castilla ln Vieja was
enjoying unusual economic prosperity. As a result of the outbreak of the
Crimean War, since the winter of 1853 the Russian cereal supply to
Western Europe had stopped, a problem that worsened with the bad
harvests in 1854. Like other neutral countries, Spain came to fill that gap.
In 1854 and 1855 exports grew, and the income of Castilian farmers and
merchants boomed. This unexpected situation is the origin of a Spanish
saying that remained for a long time: wealth in Castile relied on three
things, “Agua, sol, y guerra en Sebastopol” (water, sun, and war in
Sevastopol).

But not everyone celebrated the war. During those years, bread in
Castile became more expensive; what was a blessing for farmers became

LA larger version in Barquin (2019).

R. Barquin (<)
UNED, Madrid, Spain
e-mail: rbarquin@cee.uned.es

© The Author(s), under exclusive license to Springer Nature 65
Switzerland AG 2021

M. Vazquez-Farinas et al. (eds.), Companies and Entreprencurs

in the History of Spain, Palgrave Studies in Economic History,
https://doi.org,/10.1007 /978-3-030-61318-1_5


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-61318-1_5&domain=pdf
https://doi.org/10.1007/978-3-030-61318-1_5#DOI
mailto:rbarquin@cee.uned.es

66  R.BARQUIN

ruinous for workers. On June 22 and 23, 1856, several uprisings took
place in Valladolid, Palencia and Medina de Rioseco. Despite being quickly
suppressed, the riots revealed profound discomfort within a part of the
urban population. Taking advantage of the restlessness, and with the
timely collaboration of the Queen, General O’Donnell became the new
Prime Minister, bringing an end to the Progressivist Biennium.

Such a contradictory situation leads to the question of whether the
welfare of peasants implied the suffering of the urban working classes.
Strictly speaking, price levels should not say anything about the people’s
welfare. In the long term, the relation between prices and wages is stable.
The cost of acquiring bread accounted for about 20% of the income for
the urban working classes, both in Spain and in Europe. It is a high per-
centage, but it remains enough for other food and consumer goods. In
fact, the wealthiest nations in Europe were also those with the most expen-
sive bread, as in England, where farmers and urban workers probably
enjoyed the best living conditions in Europe in the middle of the nine-
teenth century.

The true challenge for the well-being of the urban people occurred
during the agrarian crises because the increase in the prices of commodi-
ties was not followed by a proportional increase in wages. Even less so in
Spain, where the price fluctuations were higher than in other European
countries. This differential performance can be explained by the reduced
supply of substitute foods (corn, potatoes, legumes, etc.), and by difficul-
ties in accessing the international market.”> However, the moral responsi-
bility of the authorities has also been pointed out. According to Blas Lopez
Morales (a genuine representative of the Valladolid bourgeoisie), the
mutineers of 1856 blamed flour manufacturers and grain speculators for
the rising cost of bread. In his view, they would have been seduced by
“perfidious suggestions” into believing that the greed of these merchants
was the cause of the high prices. They would think the rich were building
their “colossal fortunes on the hunger of the poor people” (Lopez Morales
1856, pp. 7-8).

Of course, Lopez Morales did not believe such allegations. From his
point of view, the real problem only appeared when, after the bad harvest,
the Town Hall of Valladolid raised the zmpuesto de puertas, a tax paid on
the entry of cities (Lopez Morales 1856, pp. 16-17). But the

2Barquin 2001, pp. 123-124. Spanish wheat prices at www.iisg.nl/hpw/data.php#spain,
and from my homesite www.uned.es/cee/rbarquin.
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interpretation of mutineers, which came from a long tradition, remained
for a long time. The 1856 “especuladores” would have been the precur-
sors of other speculators and oligopolists: the “estraperlistas” of the 1940s,
the real estate speculators of the 1960s and so on. Behind each shortage,
there will always be a greedy businessman. This chapter addresses that
issue. Were there collusive structures? Was there speculation, hoarding and
cartels? And if there were, were they the cause of the hunger and riots that
followed?

5.2  SrecuratioN: THE INDIVIDUAL’S PERSPECTIVE

First we will provide a brief description of those economic activities. In the
middle of the nineteenth century, wheat from the North of Castile was
turned into flour in many mills and “wheat factories” scattered along the
route that led to the port of Santander, known as the “Reinosa route”. In
a part of that route, the Canal of Castile, transport was by barge. But after
1857 barges were replaced by trains, and after 1866 the entire route
between Valladolid and Santander could be traversed in this way. The bags
of flour were shipped to three destinations: Cuba (and Puerto Rico),
Catalonia (and other peninsular ports) and Europe. In Cuba, this was pos-
sible because a very high custom tariff prevented the entry of flour from
North America. In Catalonia, Cantabrian flour benefited from a law that
prohibited the entry of foreign flour and wheat. Only to Europe were
there significant exports in specific years, such as during the Crimean War.?

In all of these operations numerous people participated, such as millers,
barrow hauliers, contractors, shipowners and merchants of all kinds. Each
of them occupied and defended their small market niche and merchandise
was bought and sold among everyone. For this reason, everyone specu-
lated in one way or another.

The word especulacion (speculation) takes its current meaning from
mid-nineteenth century. Previously, it used to be a synonym for “contem-
plating” or “anticipating.” In the 1817 Diccionario de ln Real Academin
Espasioln (DRAE) it is defined as “the action to buy, sell, move, etc. some-
thing tradeable to achieve a forecasted profit.” Only in the 1869 diction-
ary, we can find a negative connotation when adding to the previous

3 A general description of this set of activities can be found in Hoyo (1993, 1999), Moreno
(1995, 1996, 2002, 2006), and Barquin (1999, 2011, 2019).
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definition “and generally any business that promises profit”. But even
today the old meaning is still used.*

Speculation is a widespread activity. All small traders are speculators of
the merchandise with which they deal. They buy and sell as “price-
accepters”, taking advantage of their variations, and anticipating them to
obtain a benefit. That is, they speculate in an economic sense, but also as
a forecaster. No one can ensure them that transactions will be successful.
No one can tell them by how much the price of a product is going to rise
(if it does) and therefore no one can tell them when to sell. This decision
becomes more difficult because they must also assess the storage and dete-
rioration costs.® Furthermore, the opportunity cost should also be evalu-
ated: if they do not sell the merchandise because the price is low, they will
not be able to buy more, since their store is full.

Some of these decisions made no sense in nineteenth-century Castile
due to the state of technology. Normally, the economy actors just followed
the custom. Whether as a farmer or as a wholesaler, selling wheat a few
months after harvest was an operation with low risk (and therefore little
benefit). Its storage did not involve significant challenges. In Castile, the
usual way to store wheat was to place it inside holes with the walls and
ground lined with mortar, clay, straw or any material that would ensure a
certain degree of tightness. Yet raising a speculative operation in a period
longer than one year was dangerous, since the deterioration of the product
increased rapidly. Indeed, it was possible to use more sophisticated storage
systems that reduced losses, but they were inefficient and expensive. The
lack of suitable storage methods in Castile before the twentieth century
shows that long-term speculation was not profitable and that it was better
to assume the loss of part of the storage.¢

*On the meaning of the words especular and especulacion, see Barquin 1999, p. 299.

®Estimating these costs is not casy. As for the first, the Spanish public granaries (pdsitos) set
the annual interest of loans, called creces, at 8% per year. However, it should be noted that
these were loans intended for charity purposes; and that, not by chance, the granary were
ruinous companies (Anes 1969, pp. 76-94). For medieval England, McCloskey and Nash
(1984) estimate the annual storage costs at 30% of the initial investment, which could be an
upper limit in Spain, where the climate is not as rainy.

®There is a way to store wheat without storing it physically: buying the crop in advance.
This was a common practice among flour manufacturers for two reasons: first, it brought
benefits as a credit operation, and second, it ensured the supply of raw material for the busi-
ness (Moreno 2002, pp. 176-177). However, purchase aimed at speculation is still a risky
operation. The wholesaler cannot know in advance how much the harvest will be worth
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In Castile, as in any place at any time, more risk implies more profit. It
is possible to imagine more conservative and more aggressive entrepre-
neurs, with different strategies of speculation (but not in the long term).
In any case, these practices would not oppose the interests of the commu-
nity but rather protect them. The result of buying goods when they are
cheap and selling them when expensive stabilizes the market, that is, rais-
ing the price when it is low and reducing it when it is high. As it is almost
impossible for a single trader to influence a large market, for this result to
be significant the concurrence of many small traders and manufacturers
would be necessary. And this is what happened. The economic conditions
of the Castile wheat market in the nineteenth century were typical of free
competition: atomization, product homogeneity, absence of entry barri-
ers, low information costs and so on.

However, there was one aspect in which the wheat and flour market in
Castile was different from Europe: trade legislation (Vallejo 2018;
Montanés 2009). Between 1820 and 1868 (although with some interrup-
tions) imports of wheat and flour were prohibited if their prices did not
reach a certain level in three adjacent coastal provinces. This commercial
policy was called “prohibitionism”. Furthermore, the market in Cuba and
Puerto Rico was reserved for Spanish flour, since tariffs on foreigners were
prohibitive. Consequently, farmers and flour producers on the Reinosa
route were sure that, if worst came to worst, they could always sell part of
their storage in those markets.

America and Catalonia are two slightly different cases. Although ship-
ping to Cuba was not banned from any Spanish port, vessels mostly
departed from Santander. In order to take full advantage the cargo of the
vessels on a very long journey, only flour was exported. But since this mer-
chandise was delicate, and much more so in the Caribbean, the freight had
to be organized in advance to ensure quick unloading and distribution,
bypassing hurricane season. These circumstances did not exist in Barcelona,
where Cantabrian flour arrived regularly and competed with flour from
Castilla-La Mancha and Aragén.

In the European market, the Spanish merchants competed unevenly
with foreign farmers, who took advantage of the tariffs of their govern-
ments. Unlike in Cuba and Catalonia, many of these exports were wheat.
The Spanish competitiveness in Europe was minimal and decreasing and

when it is delivered. It may be that the value of the wheat that liquidates the loan is even less
than what was borrowed.
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Table 5.1 Exports and outputs of wheat and flour from Santander. Annual aver-
age. Thousands of quintals (ql.)

America Muainland Spain Abroad

Flour Flour Whent Flour Whent
1825-1847 96.3 73.0
1848-1856 201.5 203.7 192.5
1858-1868 225.3 200.8 6.8 51.8 395
1869-1883 278.2 2134 29.5 58.7 84.1

Source: Author’s own elaboration with data from Boletin Oficial del Comercio de Santander, Gaceta de
Madrid, 15, 16 and 20 May 1847; Torrente 1853, p. 273. See also the homesite: www.uned.es/cee/
rbarquin and Barquin 2003

Note: Between 1825 and 1847 there were regular departures to Barcelona and other places in the
Mediterranean, but there is not enough data

usually exports were small. But there were also some years with notable
exports, and still others, although few, with even more notable imports.
From the 1880s onward, with a relatively liberal regime, the latter was the
most common. Table 5.1 summarizes these movements until 1883.7

To what extent did