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The pattern of trade in pre-industrial European was largely determined by trading
costs. Therise of trading costs with distance imposed a sort of hierarchy of trade. At the
lowest level of the hierarchy—at the shortest distances where trading costs were lowest—
came local and regional trade; next, at greater distances and higher trading costs, came
inter-regional trade within the two great zones of European commerce—the
Mediterranean and Northwest Europe; and at the top of the hierarchy, where distances
were greatest and trading costs highest, came trade between the two zones of Europe and
between these and other zonesin Asia, Africa, and the Americas.

This hierarchy of trade reflected a gradient of decreasing volume and increasing
margins. At the local and regional level, where trading costs were lowest, the volume of
trade was high and the range of goods broad. Trade encompassed |lower-margin goods—
bulky commaodities, such as salt and grain, and inexpensive manufactures, such as cheap
textiles and utensils. As distance and trading costs rose, the volume of trade decreased
and the range of goods traded grew narrower, encompassing only those offering amargin
great enough to cover the higher costs of trade. At the top of the hierarchy, inter-zone
trade was largely limited to high-margin goods with a high ratio of value to weight—
goods such as spices, bullion, and luxury textiles.

The specific goods that were the objects of trade at the various levels reflected the
nature of the pre-industrial economy—the composition of its expenditure and its output.
Their composition was very different from what it is today, both because income was so
much lower and because it was so unequally distributed. In pre-industrial Europe, food
accounted for roughly half of total expenditure (in the advanced economiestoday, it is
perhaps afifth). Of total expenditure on food, as much as half was on bread: average per
capita consumption of grain exceeded a pound aday.! The well-to-do devoted 10-30% of
their budget to clothing; for othersit was a luxury.2 Little was left for anything beyond
food, clothing, and shelter. The highly unequal distribution of income meant that the
demand of the wealthy—princes, nobles, clergy, and merchants—was of disproportionate
importance. This was especialy true for luxury goods, such as the spices and quality

1Braudel (1972) estimates annual per capita consumption at over two quintals (200K g); Masschaele
(1997) estimates one quarter of wheat (nearly 400Ibs) as necessary for subsistence.

2The numbers are from Cipolla (1994).
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manufactures that were the mainstay of inter-zone trade.3 However, as the period
progressed, the demand of the middle class—bourgeoisie and gentry—and even of richer
peasants and artisans grew in importance and supported an increasing trade in foodstuffs
and simple manufactures. The output of the pre-industrial economy reflected the pattern
of expenditure. Production was overwhelmingly agricultural: mainly of food, but also of
natural raw materials for the production of clothing. The principal manufacturing industry
was textiles.

The expansion of trade was the driving force of economic growth in the pre-industrial
economy. How did the different levels of trade compare in terms of their contribution to
this process? Quantitatively, local and regional trade were certainly the largest; inter-
regional trade within the two zones was much smaller; and inter-zone trade was, in
comparison, almost negligible. However, as we shall see, in terms of their effect on
economic growth, inter-regional trade and inter-zone trade played a far more important
role. Each in its own way made important qualitative contributions. Together, they helped
to transform both the technology of trade and the technology of production.

L OCAL AND REGIONAL TRADE

In pre-industrial Europe, people produced themselves much of what they consumed:
many grew their own food, made their own clothing, and built their own homes. It was
not only the rural population that grew much of its own food: townsmen kept pigs and
chickens, tended vegetable gardens, and frequently owned agricultural land outside the
city walls. And it was not only the poor who produced much of what they consumed: the
aristocracy relied for much of itsfood on the cultivation of demesne lands and on the
receipt of rentsin kind.# For example, grain was the most important commodity,
accounting for perhaps 40% of total output. However, only something like 10% of it was
actually traded: the rest was consumed directly by producers and landowners.> Trade was
initially marginal, especially for the overwhelming rural majority. It was away to raise

money for taxes and rents and to obtain the few goods that could not be produced at

3“To adegree that is difficult for modern men to grasp, orders for industrial products came from the
great princes and still more from the Church...” p722 Nef (1987).
4Demesne lands were lands that feudal lords retained under their own direct control.

5These are Braude!’ s estimates for the Mediterranean zone in the sixteenth century (Braudel (1972)).
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home. However, as time progressed, trade expanded, and it became increasingly attractive
to specialize and to exploit comparative advantage. As this happened, production for own
use declined.

Trade at the level of the village was extensive. Villagers traded with one another
poultry, eggs, firewood, peat, butchered meat, bread, fish, cheese, carts and wheels, cloth,
candles, hay, and dozens of other commodities. Much of this trade was conducted by
women as part of routine household management. There was also some specialized
production at the village level: most villages had a smith who supplied the villagers with
ploughshares, locks, and handtools.6

At the next level up was the market town. It was generally small, with a population of
300 to 1,000, and typically served a hinterland defined by a single day’ s round trip by
foot—aradius of no more than six to twelve miles.” The town market mediated trade
among villagesin its hinterland, between them and the inhabitants of the town, and
among the inhabitants of the town themselves. The concentration of trade in a central
location reduced search costs and increased the range of goods available: “For avillager,
towns offered especialy ‘full’ markets, where sales were likely to be brisker and prices
higher than those found in rural markets.”8 Depending on the volume of trade, markets
would be held weekly, twice aweek, or even daily. Regular contact between traders
facilitated the extension of credit.® The larger volume of trade justified investment in
market infrastructure—permanent trading facilities, security for participants, regulation of
welghts and measures and of trading procedures, mechanisms for conflict resolution.10
Western Europe was covered by a dense network of market towns. For example, by 1300
England had some 550.11

The market town was also a center of specialized production, since the relatively large
number of potential customers could support avariety of specialized artisans. Indeed,

6Masschaele (1997) Ch. 2

Clay (1984)

8Masschaele (1997) p147

9Several recent studies have shown that countrymen were both creditors and debtors in this trade, often
in ongoing commercial relationships. Masschaele (1997)

10K owaleski (1995)

1M asschaele (1997). Also, see Jones (1997) on ltaly.
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when founding a new market, alocal lord would often provide accommodation for
artisans as part of its infrastructure.’2 The products of the market town might include
processed foodstuffs, textiles, leather goods, pottery, glassware, metal goods, and other
inexpensive household items. Artisans would rely on the town market to obtain their raw
materials. Market towns provided services, too, for their hinterlands—medical, religious,
educational, and administrative.13

In addition to itslocal function, the market town also connected its hinterland with the
higher levels of the hierarchy of trade. It gathered local output—such as grain, wool and
flax, tanned hides, linens and woolens—for sale in regional markets and sometimes for
distribution farther afield. And it distributed goods imported from the regional center to
local customers. Such trade with regional markets was aready more problematic than
trade at the local level, and therefore tended to be in the hands of professional merchants.
Mostly, these came from the regional center or from even farther to scour local markets
for the supplies they needed and to find an outlet for their wares; but sometimes it was the
locals who took the initiative and devel oped the connections.14 Market towns supported a
few shops, mostly as outlets for goods imported from a distance. These might include
grocers, mercers, stationers, and booksellers. For example, in 1585, a bookseller in
Astbury, asmall market town in Cheshire, carried no fewer than 2,500 volumes of 500
titles.1> Shopkeepers offered their customers credit and allowed payment by installment.
As nodes in the network of trade, market towns were necessarily also centers of
transportation, providing carriage by land and water and innsto serve the traveling
public.16

The regional town was to the small market town as the latter was to the village. In
1300, England had some 50 regional towns compared to its 550 market towns.1” Regional
towns themselves formed a hierarchy, smaller ones feeding into larger ones. London was
to Norwich and Exeter as the latter were to the smaller towns and villagesin their

12Britnell (1996) Ch 1.
13C|ay (1984)
14Masschaele (1997) p147
I5Wwillan (1976)

16Clay (1984) p 180
1"Masschaele (1997)
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hinterlands. The larger regional towns—such as Milan, Genoa, Venice, Paris, Bruges,
Antwerp, Geneva, Augsburg, and London—often played an important role in zone trade
and in trade between the zones. In size, regional towns varied from afew thousand to
over 100,000.

Theregional town served, of course, as a market center for its own immediate
hinterland, but, compared to the market town, this role was much less important than its
role as a producer and as an intermediary in the hierarchy of trade. The regional town was
often an important locus of manufacturing. Although some regional towns exported their
output further afield, most produced mainly for their own region. In addition to being the
focus for regional trade, the regional town was also the conduit for inter-regional trade .
To serve this function, many regional towns established periodic fairs. By concentrating a
large volume of trade at a particular time, fairs made it worthwhile for merchantsto
attend from other regions or even from other zones. The fundamental difference between
afair and alocal market was that trade at the fairs was wholesale rather than retail:
participation was largely limited to professiona merchants.1® The great international
fairs, such as those of Champagne, Castile, and Brabant, all began by serving aregiona
function and then went on to become centers of inter-regional and inter-zone trade. In
addition to their periodic fairs, regional towns aso supported numerous permanent
shops!?: for example, in 1555 Chester boasted some 17 drapers, 9 mercers, 18 butchers
and 6 ironmongers.20 Regional towns were generally important transportation centers—
frequently ports—as well as major centers of administration.

Local and regional trade was probably much larger, quantitatively, than inter-regional
and inter-zone trade. Writing at the end of the seventeenth century, Gregory King
estimated that the internal trade of England was four times its overseas trade; earlier,
when the trading costs of long-distance trade were higher, the balance must have been
even more to the advantage of local and regional trade.?! The internal trade of England
was particularly well developed because of its relatively low internal transportation costs:

18pirenne (1937)

19This had happened in Genoa as early as the twelfth century: see L opez (1987).
20\illan (1976)

21palliser (1983) p267
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by the sixteenth century its regions had essentially merged into one large region with
London asits center.22 But the general picture was the same everywhere: throughout
Europe, the majority of trade took place at the local and regional level .23 Despite its
importance, however, local and regional trade has attracted much less attention than long-
distance trade. Thisis partly because it has |eft fewer records. It is partly because
international trade has always been a political issue and so afocus of intense scrutiny.
And it is partly because of the mystique of the long-distance merchant: “The potent figure
of the international merchant has been allowed to distract attention from the humbler men
and women who handled the bulk of commercia transactions.” 24

Apart from its greater quantitative importance, local and regional trade was generally
the basis from which inter-regional and inter-zone trade subsequently developed. Most
production served the local and regional market. Sometimes, a particular product
attracted buyers from further afield, and as trade devel oped the region came to specialize
in its production. This was the story with woolen cloth in Northwest Europe in the
eleventh and twelfth centuries; with cottonsin Italy in the thirteenth; with fustians and
armaments in South Germany in the fourteenth and fifteenth; and with dairy products,
herring, and beer in the Netherlands in the fifteenth and sixteenth. In this way, avigorous
local and regional trade provided the basis for inter-regional and inter-zone trade and for
economic growth.2>

With respect to institutional development—to the lowering of trading costs—|ocal
trade contributed virtually nothing. Involving, asit did, repeated transactions among
members of a small community, local trade required little or no commercial or financial
organization. Producers mostly sold directly to consumers and there was no need for

22See K ohn (2001d) on the quality of England's inland transportation system.

23For example, see Lopez (1987) p 368 on southern Europe; Epstein (1991) on Sicily; de Vries and
van der Woude (1997) on the Netherlands.

24Pgl|iser (1983) p267

255z0stak (1991) argues that the pattern was no different of the eighteenth century: the growth of
overseas trade in English industrial products followed an Industrial Revolution driven by the rapid
expansion of internal trade.
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professional traders. Although credit was widespread, it was direct: there was no need for
the intervention of intermediaries or organized markets.26

At theregional level, trade was already more problematic—involving, asit did,
transactions among strangers and transportation over greater distances. Consequently
regiona trade was largely in the hands of professional merchants. For example, the
supply of grain to larger regional cities, such as Paris and London, involved quite
elaborate organization. London, with a population of perhaps 80,000 by 1300, was
drawing supplies from a considerabl e distance by road, river, and coastal shipping.2” This
trade was organized by merchants—called ‘ cornmongers’ or ‘bladers —some of them
small, but some substantial enough to buy up the crop of an entire manor.28 One
cornmonger, Hamo Chamwell, was, in addition, a wealthy importer of wine, afish
merchant, and a London alderman. His boats carried wine and fish up the Thames to
Henley, aregional grain market, and he may have become involved in the grain trade to
provide his boats with backcargo. Another cornmonger, Roger e Palmer, owned land in
Berkshire, granariesin Henley, and bakehouses in London. Such vertical integration was
not uncommon: cornmongers often expanded their operations to include mills, bakeries,
breweries and even agricultural land. Once they brought their grain to London, the
cornmongers kept it in storehouses “for release when the price was right” .29 They sold
some of it directly to consumers, especially those who bought in bulk, but most of it they
sold to retailers at the Billingsgate market.

Asthe example of Hamo Chamwell illustrates, regional merchants often participated
in trade at the inter-regional or even inter-zone level. For example, it was common for
merchant staplers in seaports and road hubs to specialize in offering in quantity the
regiona staple—whether wool, wine, or cloth—to long-distance merchants. They would
accumulate stocks over a period of time by purchasing in local markets or by buying
directly from producers (often paying in advance to secure supplies). Part of the service

26See K ohn (1999a) and Kohn (1999b) on the widespread use of credit.
27Masschaele (1997)

28The following description is based on Farmer (1991).

29Farmer (1991) p372
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they provided the long-distance merchant was their ability to deal with local officials
charged with taxing, or even preventing, the export of the commodities in question.30

In the more difficult trading environment faced by the regional merchant, there was a
greater need to develop commercial and financia institutions. Moreover, the volume of
regional trade and the scale of operations of the individual merchant justified the fixed
cost of investing in such institutions.3! So regional trade, although it was not as fruitful in
this respect as trade between regions and zones, did give rise to a number of important
institutional innovations—the regional fair, for example, and afew innovationsin

finance.32

THE TWO ZONES OF EUROPEAN TRADE

Moving up the hierarchy from trade within aregion to trade between regions, the
degree of difficulty, and so the level of trading costs, increased yet again. Not only did
inter-regional trade involve trade between strangers, but those strangers might also speak
adifferent language, belong to a different culture or religion, and be subject to a different
political and legal jurisdiction. With greater distances, the cost of transportation increased
significantly. Not only was the cost of carriage greater, but the crossing of political
jurisdictions also increased predation costs—including piracy and banditry as well astolls
and taxes. Because of the greater distances, goods spent longer in transit, making finance
more important. Longer distances and slow communications meant that information was
less up-to-date and this significantly increased market risk.

We shall define a zone of trade as a group of regions among which trading costs were
not yet so high asto preclude trade in low-margin, bulky goods. Because the profitability
of trade in such goods depended crucially on the cost of transportation, it was largely
transportation costs that determined the boundaries of atrading zone. Moreover, since

transportation by water was far cheaper than transportation by land—one twentieth the

30L_opez (1987) p 369

31Reed (1973)

32For example, the development of the annuity market in northwest Europe in the thirteenth century
and the development of share companiesin the Netherlandsin the fifteenth (see Kohn (1999¢)). Munro
(1998) argues that important innovations in the used of commercial paper, usually attributed to Antwerp in
the sixteenth century, actually reached there from England, where they had developed earlier in itsinternal
trade (see Kohn (1999)d on commercial paper).
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cost by sea and one twelfth by river33—the core of any trading zone was a group of
regions mutual accessible by water. There were two such zones of trade in Europe—a
southern zone centered on the Mediterranean and a northern zone centered on the Atlantic
coast of Northwest Europe.

Within each of these two zones, trade in bulky, low-margin goods existed even at the
beginning of the period. However, its volume increased as trading costs fell, especially
from the middle of the fifteenth century. Falling trading costs also caused the geographic
boundaries of both zones to expand. After Constantinople fell to the crusadersin the
thirteenth century, the southern zone expanded eastwards into the Black Sea. In the
fifteenth century, it expanded westwards into the Atlantic to include the islands off the
coast of Northwest Africa. The northern zone expanded into the Baltic in the twelfth and
thirteenth centuries as aresult of the eastward movement of German colonists and traders.
And it steadily expanded southwards to include first the Bay of Biscay and then the
Iberian peninsula. In each case of expansion, the pioneers were motivated initially by
trade in high-margin goods—slaves, furs, and Asian luxuries in the Black Sea, African
gold in the Atlantic, fursin the Baltic. However, as trading costs fell, trade broadened to
include low-margin, bulky goods. For example, in the Baltic trade, as the cost of shipping
fell, first Baltic beer and then Baltic grain and timber became competitive in the markets
of Northwest Europe.34

Throughout the period, the two zones of European trade remained largely separate
from one another. While there certainly was trade between them, as there was with other
zones of trade outside Europe, this inter-zone trade was of relatively small volume and
restricted mainly to high-margin goods. In the southern zone around 1500, “the sixty
million or so people who inhabited the countries bordering the inland sea produced
between them most of the food, many of the raw materials and amost all the
manufactured goods which they consumed. They built their own ships and carried their
own trade.” 3> This picture began to change towards the end of the sixteenth century, as

33Cipolla (1956), Willan (1976)
34See Kohn (2001)d for more details.
35Parry (1967) p 155

1/8/01 10



bulk goods began to arrive in the Mediterranean from the northern zone. However, it was
not until the eighteenth century that the two zones of Europe trade would merge into one.

THE TWO CENTRAL REGIONS

Trade within the two trading zones, just like trade at the local and regional level,
focused on an urban center. However, in the case of the zone, the urban center was not a
single city but rather an entire urbanized region. In the South, that region was Northern
Italy; in the North, it was the southern Low Countries. Within each of these urbanized
central regions, the dominant city or cities changed over time. In the southern zone,
Genoa, Venice, Milan, and Florence shared dominance in varying degrees at different
times. In the northern zone, Bruges rose to dominance in the fourteenth century and was
replaced by Antwerp in the sixteenth. The two central regions were economic regions—
not political or ethnic ones. The central region of the southern zone included many
independent Italian city states, and it later extended north to include parts of southern
Germany. The central region of the northern zone initially had its heartland in northern
France before it migrated to Flanders and then Brabant; it later expanded to encompass
Holland and southeast England. Throughout the period, so long as the two zones
remained distinct, each retained its own central region. However, as the two zones
gradually merged after 1600, the northern central region came to dominate and the
southern central region slowly withered.36

Like the market town and the regional city at lower levels of the hierarchy of trade,
the urbanized central regions of the two zones performed three important functions. They
mediated trade within their hinterlands—in this case within the two great zones of trade.
They connected their hinterlands with the next level of the hierarchy—in this case, with
other zones. And they were themselves important centers of production. The two central
regions differed, however, in the order in which these functions evolved.

Northern Italy began with trade. By the middle of the thirteenth century its maritime
cities had come to dominate maritime trade in the Mediterranean and in the Black Sea.3”
From the early Middle Ages, Venice had conducted a profitable trade with

Constantinople and the Muslim Levant, trading bulk commaodities from the Adriatic for

36van der Wee (1988)
37Jones (1997)
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eastern luxuries. Venice' s great rival, Genoa, emerged later, in the eleventh century, in
the struggle to free the western Mediterranean from Muslim dominance. The Genoese
were initially more active in piracy and plunder than in trade. The economies of Genoa
and Venice received amgor boost from the Crusades—both from transporting and
supplying the Crusaders and from the resulting expansion of trade with the East. These
two great cities became aggressive commercial rivals throughout the southern zone,
resorting to diplomacy and even to open warfare in their struggle for dominance.
Eventually Venice gained the upper hand in trade with the Muslim Levant, and it a'so
developed strong commercial ties with southern Germany and central Europe. Genoa was
increasingly pushed into the western Mediterranean, focusing on trade with North Africa
and Iberia, and becoming the main terminus for overland trade with Northwest Europe.
From being a center of trade, Northern Italy naturally became a center of production.
Of course, trade itself created a demand for certain goods, such as ships, provisions,
packaging, and armaments. In addition, goods arriving in trade provided local
manufacturers with models to imitate. As the quality of the imitations improved, many
were added to the region’ s exports.38 The growth of manufacturing was aided by the
availability of imported raw materials—itself the result of extensive trade and better
transportation connections. For example, the reputation of Venetian glassmakers owed
much to their use of high-quality sand and of soda ash rather than potash. Both were
imported from Syria: both made ideal ballast for ships carrying cotton, which was bulky
but light.3° Manufacturing devel oped throughout Northern Italy, with important centers at
Florence, Milan, and other inland cities, as well as at Genoa and V enice themselves.
Regional agriculture developed to feed the growing population and to supply expanding
industries with raw materials. And the growth of production and of population in the
region further stimulated trade, expanding the demand for imported raw materials and
foodstuffs. The same forces were at work, of course, in the smaller urban centers of the
lower levels of the hierarchy of trade—trade stimulating production and production
stimulating trade. However the forces were far more powerful at the level of the zone: its
many different regions encompassed a much greater diversity of goods; and its urban

38Jacobs (1969) sees this process as being fundamental to the growth of cities.
39 ane (1973) Ch. 12
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center was much larger, offering a greater concentration of demand and greater
opportunities for internal trade and specialization.

While Northern Italy began with trade and then developed production, the central
region of the northern zone—the Low Countries—began with production and then
became a center of trade. The production of woolen cloth in Northwest Europe went back
to Roman times. However, it received a significant boost in the eleventh century from
expanding trade with Scandinavia. During the twelfth century, the center of the industry
migrated from northern France to Flanders, and, as the industry expanded there, the
region underwent rapid urbanization. Growing output, increasing wealth, and rising
population stimulated trade with neighboring regions both in raw materials—especialy
wool from England and Spain—and in foodstuffs, such as grain from northern France,
fish from Scandinavia, and wine from Bordeaux and the Rhine. Strong demand also
stimulated local agriculture and local industries such as brewing and brickmaking. As
trade in the northern zone expanded, the economic importance of the Low Countries,
together with its central location, made it a natural focus for trade within the zone. In the
thirteenth century, it became the focus, too, of inter-zone trade with Northern Italy: once
again it was woolens that provided the impetus. Although the Low Countries were at the
center of inter-regional and inter-zone trade, natives of the region never dominated
commerce in the way the northern Italians did in the southern zone. The merchants
trading in Bruges and later in Antwerp were mainly foreigners—Germans, Englishmen,
Portuguese, Spaniards, and, of course, Italians.

GEOGRAPHY AND TRADE

While the growth of trade within the two zones stimulated urbanization and
production in the central regionsit also transformed the peripheral regions by promoting
agricultural specialization. This effect was greater in the northern zone, perhaps because
it encompassed a greater variety of climatic conditions. The southern zone stretched east-
west, rather than north-south like the northern zone, so growing conditions within it were
more uniform. As aresult, there was less agricultural specialization in the southern zone,
and the same basic crops were grown everywhere.

The pattern of production within the two zones resulted in two types of trade flow.
The first was between the center and the periphery, with foodstuffs and raw materials

flowing to the urbanized central regions, and manufactures and goods imported from
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other zones flowing back in return. The second type of trade flow was among the regions
of the periphery: as agricultural regions specialized, they increasingly traded with one
another. In the northern zone, this trade among the peripheral regions largely flowed
through the central region, while in the South, much of it flowed directly from one
peripheral region to another. This difference was again partly aresult of differencesin
geography. In the northern zone, the Low Countries were not only economically central,
they were also geographically central. It was natural, therefore, that trade between the
Baltic and Spain, or between England and Germany, should pass through the Low
Countries. In the southern zone, Northern Italy was not a natural crossroads for tradein
the Mediterranean. It made more sense to ship directly from Sicily to Spain or from
Constantinople to Egypt (however, much of this trade was organized by merchants from
Northern Italy and carried in their ships). A second reason why trade in the southern zone
was less centralized than in the North was that Northern Italy, unlike the Low Countries,
was not the only important urbanized region in its zone: Catalonia, Constantinople, Syria,
Egypt, and South Germany, were al at various times important competitors.

THE COMPOSITION OF TRADE WITHIN THE TWO ZONES

The composition of trade reflected, as one would expect, the composition of
production and of expenditure. Not surprisingly, the bulk of trade in both zones consisted
of foodstuffs, and, among these, the most important was grain.40

Despite itsimportance, however, the inter-regional trade in grain accounted for only a
small proportion of the total quantity of grain produced and consumed. Much of the total
was consumed directly by producers, and most of the remainder traded at the local and
regional level. Even Sicily, the great breadbasket of the South, exported no more than
20% of its output; Poland, its equivalent in the North, exported an even smaller
proportion.#! In the sixteenth century, the 60 million inhabitants of the Mediterranean

zone consumed some 120 million quintals of grain annually (roughly two quintals or 200

40«1t was principally foodstuffs that entered into the Mediterranean trade. Bulk goods such as corn,
salt, salt victuals, oil and wine made the greatest demands on shipping space.” Glamann (1977)
41See Epstein (1991) Ch. 6 on Sicily andde Vries (1974) on Poland.
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Kg per capita); of thistotal, overseas trade accounted for no more than 10 million
quintals or 8%.42

The reason inter-regional trade in grain was so limited was, of course, the cost of
transportation. For example, bringing grain to Rome 100 miles overland from Ancona
added 80% to its price; bringing it 500 miles by sea from Sicily added 60%.43 Asthis
example illustrates, transportation by water was much less expensive than transportation
by land. Indeed, bringing grain to the nearest port by land frequently cost as much or
more than shipping it from there to its final destination by sea. It was no coincidence,
therefore, that almost every major city was easily accessible by water. Accessibility by
water was no less vital for regions that exported grain: suitable agricultural conditions
meant nothing if grain could not be brought to market at reasonable cost.

In addition to the cost of carriage, the transportation of grain involved considerable
risk of loss—through shipwreck, spoilage, or piracy. For example, of five ships
dispatched from the Baltic to Venice at the end of the sixteenth century, only three
arrived: one was lost at sea; another had to be unloaded at Lisbon and the cargo sold,
because the grain was deteriorating so rapidly.** Piracy was particularly common in the
Mediterranean. Much of it was official: in times of shortage, cities would send out armed
galeysto waylay grain transports and bring them back to their home ports (the Knights
of Maltawere notorious for victualling their island ailmost entirely in this manner). While
citiesdid pay for the grain they seized, it was they themselves who set a‘fair’ price.4>
Predation was not limited to piracy: the grain trade was an easy target for tolls and
taxes.46 For example, exporting grain from Apuliaand Sicily required alicense or tratta
from the government, at a cost of 25-50% of the price of the grain. The various costs of
bringing grain to market soon added up. Grain on the farm in Sicily cost 10 Spanish
reales. To this had to be added the overland transport to the nearest port, 3 reales; an

42Braudel (1972) p 420.
43Bal| (1977) Ch 6
4Braudel (1972)
4SParry (1967)

46 Fiscal greed was as insatiable over grain asit was over salt.” Braudel (1972) p572
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export license, 5; freight to Spain, 3.5; and insurance, 1. Grain delivered to Spain
therefore cost 22.5 reales, more than double the original price at the farm gate.#”

Even though the inter-regional trade in grain involved no more than afraction of total
output, it was nonetheless vital to economic development. Since both urbanization and
agricultural specialization created chronic local shortages of grain, neither would have
been possible without imported supplies. While cities generally relied on their own
hinterlands for most of their grain, the larger ones outgrew their local supply and
necessarily became dependent on imports.#8 In the southern zone, Constantinople, Genoa,
Venice, and Florence al depended on imported grain, as, in the northern zone, did the
urbanized Low Countries (imports accounted for some 14% of their grain in the sixteenth
century49).

Similarly, agricultural regions were able to specialize in non-grain crops only so long
as they could earn their daily bread through trade. Without trade, local grain prices would
have remained too high for producers to have even considered specializing in other crops.
In the southern zone, as central Spain increasingly specialized in wool and southern Spain
in wine and oil, Spain went from being an exporter of grain to being a major importer.
Spain imported grain, therefore, not because it could not produce enough itself, but
because, given the opportunity to trade, other crops were more profitable. The chronic
‘shortage’ of grain was therefore not a cause of trade so much as a consequence of it. In
the northern zone, the same story could be told of Norway, which specialized in fish, of
the Low Countries, which specialized in dairy products and industrial crops, and of
Gascony, which specialized in wine. Each of these regions depended heavily on imported
grain.?0 In the same way, of course, the chronic ‘surpluses’ of the exporting regions were

47Parry (1967) These numbers were not atypical. In 1321, the cost of transporting grain from Armenia
to southern Italy added 160% to its price (f Cipolla, 1956 #903]). In 1584, the cost of transporting grain
from Spain to Tuscany added 120% to its price (Braudel (1972))

48parry (1967) p 156

49Unger (1983)

S0pgstan (1970). See Van der Wee (1993) Ch 3 on the Netherlands. The importance of overseas

trade in grain was therefore at the margin. To argue, as Ball (1977) does, that it was grain exports from the
Baltic that sustained the large increase in Europe’ s population in the sixteenth century is clearly mistaken.
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consequences of trade: they would not have occurred had producers not been able to
import the non-grain goods that they desired.

The principal exporters of grain in the southern zone were Sicily and Apulia, the
Black Sea, and Egypt. Sicily and Apulia supplied Spain Northern Italy (as well as Rome
and Naples). The Black Sea and Egypt supplied Constantinople and, in some periods,
Northern Italy too. Initially, the most important exporting region in the northern zone was
northern France. However, from the late fifteenth century, the Baltic began to export
large quantities of grain and soon became the dominant supplier. Apart from these major
exporters, any region, when it enjoyed a particularly good harvest, might occasionally
export grain. For example, England was often an exporter, and even Spain found itself
exporting grain occasionally (asit did to Rome in 155551).

In addition to meeting chronic shortages caused by urbanization and agricultural
specialization, overseas trade in grain also played an important role in alleviating acute
shortages. Because grain and grain-based food were so important, arelatively small
shortfall in thelocal harvest had alarge impact on price: according to ‘ Gregory King's
Law’, a10% drop in supply raised the price by 30%.52 A particularly poor harvest could
cause local pricesto double in a matter of months.53 However, “[as] soon as scarcity
became apparent in a particular area, merchants flocked towards it, dispatched their boats,
and cleared their stocks.”>* For example, London relied mainly on regional supply, but
the local harvest sometimes proved inadequate (in the sixteenth century, about one
harvest in seven was really bad).5> However, imports hel ped to alleviate the shortage:
“merchants in the Netherlands, Germany, and the Baltic, carefully watched the London
grain market, and their shipments helped to steady prices.” 56

Population increased by 20 million, raising grain consumption by roughly 4 million tons (at 200 Kg per
capita): Baltic exports never exceeded 200,000 tons per annum.

51Braudel (1972)

52Michell (1977), Harvey (1991)

53Nielsen (1997)

54Braudel (1972) p 574

55Hoskins (1964)

S6Fisher (1935) p 52
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The degree to which trade could mitigate local shortages was limited, not only by
transportation costs, but also by the considerable risks of overseas trade. Apart from the
risks of transportation (already enumerated), the overseas trade in grain involved far
greater market risk than local and regional trade. Prices changed rapidly, and, because of
slow communications, market response was very imprecise. For example, in 1572 Simon
Ruiz of Medina del Campo made a profit of nearly amillion maravedis from importing
grain to Spain. But in 1582 he lost nearly a million and a half when no fewer than 250
vessals arrived there from various destinations amost simultaneously, depressing the
price of grain from 170 reisto 120 in afew days.5” The risk of such market overreaction
caused merchants to hold back. In 1578, when merchantsin Sicily heard of aterrible
famine in Spain, they gathered together 24,000 salme of grain, but initially sent off only
6,000. “Asfor the rest they were unwilling to commit themselvesin advance, ‘for it may
happen’, they explained, ‘that everyone hastens to the place where he thinks there is most
profit and then there is an overabundance of grain’ and of course commercial disaster.”>8

The grain market in the northern zone was eventually able to mitigate this market
risk. Thiswas partly due to its more favorable geography, which, as we have seen, tended
to centralize trade. However, it a'so owed much to the commercial skills of the Dutch.
The Dutch first became involved in the grain trade in the fifteenth century to meet their
own domestic needs.>® Because the soil of Holland was unsuitable for the cultivation of
grain, its price there was among the highest in Europe. Dutch merchants, therefore, could
make a profit by seeking out cheaper sources overseas. Initiadly, their imports came
mainly from northern France. Although grain was cheaper in the Baltic, the high cost of
transportation made importing it from there unprofitable. However, during the sixteenth
century, Dutch shipbuilders and merchants succeeded in bringing down the cost of
transportation—~by building more efficient ships, by finding profitable backcargo, and by
lowering the cost of finance and insurance. Since transportation costs accounted for
roughly half the price of Baltic grain delivered in Amsterdam, reducing them by 10% or
15% had a significant impact on profitability. As transportation costs were brought down,

57Ball (1977) Ch 6
58Braudel (1972) p575
59B|ockmans (1993)
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imports of grain from the Baltic to Amsterdam soared. Moreover, with lower
transportation costs, Baltic grain became competitive, not only in Holland, but all along
the Atlantic coast.? The Dutch therefore re-exported an increasing proportion of the grain
they brought from the Baltic—to Antwerp, England, France, Portugal, and Spain. While
Antwerp and Spain were such regular customers that Dutch ships increasingly sailed
there directly from the Baltic, trade with other markets was more intermittent. Therefore,
much of the grain was off-loaded in Amsterdam and stored there ready to be sent to
wherever prices were highest.61 As Amsterdam devel oped as a market, producersin
France, England and the southern Low Countries found it more attractive to send their
surpluses there rather than to seek out markets of opportunity.62 Asaresult, the grain
trade in the northern zone became increasingly centralized on Amsterdam. It was this
centralization that reduced market risk. Whenever there was a shortage anywhere, the
response came amost exclusively from Amsterdam. Because information on the amounts
being sent was soon common knowledge there, the danger of over-reaction was reduced,
and there was |ess need to hold back.

Asthetradein grainillustrates, transportation costs were the principal limiting factor
in the trade in foodstuffs. The heavier or bulkier a foodstuff relative to its value, the less
profitable it was to transport it over great distances. However, a second limiting factor
was perishability. Transportation was slow—no more than 100 miles aday by sea and 25
by land—so only foodstuffs that kept reasonably well were candidates for inter-regional
trade. Even grain was not improved by alengthy sea voyage. Consumers who could
afford it preferred to eat the local product: ‘wheat from overseas’ was seen as alast resort
for the poor.63

After grain, the next most important foodstuff in the northern zone was fish—not
fresh fish, of course, but fish that was dried or salted. Scandinavia was the traditional
exporter—dried cod from Norway and |celand and herring from Schonen in the Baltic.64
The North Seatoo was a source of herring: Flanders exported salted herring to France and

60de Vries and van der Woude (1997) Ch. 9 Foreign trade to mid-17C
61Unger (1998 [1979])

62Glamann (1972)

63Braudel (1972)
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England in the fourteenth century.®> In the fifteenth century, the Schonen fishery
declined, and the Dutch were quick to fill the gap. Herring became a major Dutch export,
much of it going to the Baltic (a profitable backcargo for the grain trade).56 The
Portuguese pioneered the development of more distant fisheries—the North African and
Irish coasts, whaling in the Atlantic, and the great cod fisheries of Newfoundland after
these were discovered in 1497; the Portuguese supplied both the northern zone and the
southern.8” There were also exporters of fish in the southern zone—Sicily, where the
tunny industry grew rapidly from the mid-fourteenth century, and the Black Sea, which
exported salt fish and caviar.68

Next in importance after grain and fish came wine. Although it remained arelative
luxury, being consumed only by the well-to-do, wine became a major item of tradein the
northern zone as aresult of regional specialization.®® Wine was initially produced widely
throughout Northwest Europe. However, as inter-regional trade expanded during the
twelfth and thirteenth centuries, its production became concentrated in the areas with the
most favorable growing conditions—a few regions of France, the Rhine, Portugal, and
Spain. In the largest single wine trade, between Gascony and England through Bordeaux,
shipments reached 100,000 tons a year by 1300.70 In the face of imports of better and
cheaper wine from overseas, local wines—for example in England and in the Low
Countries—were unable to compete, and local production collapsed.” In the southern
zone, where growing conditions were less varied, there was less regional specialization
and wine continued to be widely produced. However, fortified sweet wine—mal msey—

64de Vries and van der Woude (1997) Ch. 7

65Nicholas (1992)

66de Vries and van der Woude (1997) Ch. 7; Unger (1998 [1979])

6’Davis (1973) Ch. 1

68Epstein (1991) CH. 6

69However, those who could afford it consumed it in large quantities—perhaps 50 liters a year per
capitain the Middle Ages. Alternative beverages, such as hopped beer, spirits, tea, and coffee, were not yet
available. Renouard (1970) Ch. 6

OMenard (1991)

71See Van der Wee (1963) on Brabant.
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became an important item of trade, exported first from Greece, then from the Italian
colonies on Cyprus and Crete, and eventually from Madeira.

In the northern zone, the drink of those who could not afford wine was beer. The
overseas trade in beer illustrates rather well the importance of perishability and
transportation costs. Before 1200, beer, much like bread, was produced |ocally—by
housewives in the country and by specialized producers in the towns. There was no long-
distance trade, because beer spoiled rapidly and had to be consumed soon after it was
brewed. In the thirteenth century, however, urban brewers in North Germany began to use
hops rather than gruit (amix of herbs, mostly dried myrtle) to preserve and to enhance
the flavor of their beer. Because hopped beer kept much longer, trade became feasible.
The Hanseatic ports, Hamburg in particular, began to export beer to the Baltic, to
England, and especially to the Low Countries. In Flanders, imported beer became so
popular that it began to displace both the local product and imported wine. Because of the
importance of transportation costs, the Dutch, with their more efficient ships, largely took
over the beer trade (this was a prelude to their taking over the rest of the Baltic trade). In
the fourteenth century, the Dutch began to substitute their own production of beer, and by
the fifteenth, they had largely taken over the market in the Low Countries. Being closer to
market, they could undercut German beer. Now, instead of bringing beer from the Baltic,
their ships began to bring the grain they needed to produce it. Exports of German beer
continued, but only of expensive, high-quality beers that could compete despite the
higher transportation costs.”2

The problems of perishability and transportation were generally solved for meat by
walking the product to market. Herds of cattle and pigs were typically driven from areas
of production to areas of consumption and fattened there for slaughter. This was one case
where overland transportation was more than competitive with water transportation.
Initially, most of the trade in livestock was regional. However, from the | ate fifteenth
century improvementsin commercia and financia organization facilitated the
development of an enormous long-distance trade in cattle. Jutland in the North supplied
the Low Countries and Germany. Hungary, Poland, and the Ukraine in the east supplied

72See Unger (1989) on the beer trade.
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the urbanized central regions of both zones. By the 1570s the long-distance cattle trade
involved some 250,000 animals a year, and was worth some three million ducats.”3

Seaborne trade was largely consisted of animal products rather than live animals.”
Salted butter and cheese were important items of trade.”> Flanders was an early exporter
of dairy products, but from the late fifteenth century it was overshadowed by Holland.”®
In the thirteenth century, Italian producers found a new solution to the perishability
problem—hard cheese (the first being caciocavallo and parmesan). Sardinia became a
major exporter of cheese, and cheese exports from Sicily in the 1370s rivaled its grain
exportsin value.”” Another important animal product was leather, which saw a broad
range of uses—saddlery and harness, boots and shoes, gloves, furniture and book covers.
There was, consequently, a significant trade in hides, especially in the Mediterranean:
North Africa, the Balkans, and the Black Sea were the main exporters; Northern Italy the
main importer. Spain, amajor producer of leather goods, largely relied on its own supply
of hides, but supplemented it with imports.

The trade in fruit and vegetables was again limited by perishability. Onions and garlic
kept well and so were an item of trade. There was a substantial tradein olive oil in the
Mediterranean, with Greece, Southern Italy, Southern Spain, and Djerbain North Africa
being the main exporters. Initialy, the only fruit that traded in quantity in the North was
apples, but by the sixteenth century Spain and Portugal were sending north sufficient
guantities of oranges, raisins, dried figs, and almonds for them to cease to be considered
luxuries. In the Mediterranean, dates from Egypt and the Levant, nuts from Provence, and
raisins and currants from Zante and Cephaloniain the Aegean traded widely (the last
even reaching the northern zone, where they were quite popular in Elizabethan England).

The principal sweetener in the Middle Ages was honey: sugar was very expensive—a
luxury ‘spice’ rather than a commodity of mass consumption. The major exporters of

73Blanchard (1986)

74Although Sicily was shipping 10,000 head of cattle ayear, mainly to Naples, in the mid-fifteenth
century (Epstein (1991) CH. 6). There was also an overseas trade in horses, from Sicily and elsewhere,
principally for military use.

SUnger (1998 [1979])

76V an der Wee (1963)

TTEpstein (1998)
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honey were North Africaand Russia (via both the Baltic and the Black Sea). Europeans
became acquainted with cane sugar as aresult of the Crusades. Initially, they imported it
from the Levant and from Egypt (which was also famous for its sugar candy). However,
northern Italian merchants soon established sugar plantations geared to export in
Palestine, Crete, and Cyprus. In the fourteenth and fifteenth centuries, they were also
instrumental in establishing plantationsin Sicily, southern Spain and Portugal, and then
in the Atlantic islands; by the late sixteenth century, production had spread to the West
Indies and Brazil. With each expansion of the area of production, the price of sugar fell,
and by the sixteenth century it was being consumed in large quantities by the middle
classes.’8

With clothing the second item of expenditure after food, it is no surprise that textile
raw materials, especially fibers, were important items of trade. Wool was produced
widely in both zones, but its quality varied. The best wool came from England, which
increasingly specialized in its production and became the major supplier first of Flanders
and later of Northern Italy. By 1300, England was exporting annually some 30,000 sacks
of wool (nearly 11 million pounds).”® From the late fourteenth century, however,
restrictions on English exportsincreasingly forced Flemish and Italian producers to turn
to Spain for their supplies.80 Spain had long been a supplier of low-quality wool, but the
introduction of merino sheep there led to a dramatic improvement in quality. Other mgjor
exporters of lower-quality wool included North Africa, the Balkans, and Syria.8! Cotton
and silk textiles and fibers had originally been imported into the Mediterranean zone from
the East. However, in the early Middle Ages, the cultivation of first cotton and then silk
had been introduced by the Byzantines and Muslims, and by the time of the Commercia
Revolution there was a brisk trade in cotton fiber and raw silk throughout the southern
zone. Mgjor exportersincluded Syria, southern Spain, and Sicily. The major importers of
fibers were the silk and cotton industries of Northern Italy. The best raw silk still came
from outside the zone (from Turkestan and China). However, cotton, which was bulkier

"8Masefield (1967)
"9Masschaele (1997) Ch. 2
80Miller (1971)

81|_opez (1987)
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and less valuable than silk could not bear the cost of overland transportation.
Consequently, European manufacturers had to rely on suppliers within the southern zone
(for climatic reasons, cotton was never cultivated in the northern zone). Flax and hemp
were the least valuable fibers, being used in the production of cheaper fabrics, aswell as
of sacking, canvas, and rope. Consequently, they could not bear much in the way of
transportation costs and there was little inter-regional trade or specialization in their
production (although some flax and hemp was exported from the Baltic). Flax and hemp
were produced widely and sold to textile producers mainly at the local and regional level.

In addition to fibers, textile production required a number of other raw materials.
Dyestuffs were an important item of trade. Some were produced in one or other of the
two zones—madder, woad (especially from the region around Toulouse), saffron (from
Italy, Spain and Cilicia), indigo (from Sicily), gall-nut (from the Black Sea coast), and
cramoisy (from Asia Minor, Greece, and Spain).82 However, many dyestuffs were
available only from the East. There was a significant trade in alum, amordant used in
fixing dyes. The main source in the Middle Ages was Phoceain Asia Minor, which was
under the control of two rival Genoese syndicates. Because of its bulk and weight,
transportation costs were crucial for the alum trade and this provided an incentive for
some important innovations in shipping.83 With the capture of Phocea by the Ottomansin
1455, an acute shortage of alum developed—prices rising by as much as 500%. This
stimulated a feverish search for new sources. A mgjor find at Tolfain the Papal States
turned the Vatican into the principal supplier of this essential chemical (although
marketing remained in the hands of the Genoese).84

Wood was probably the most important structural material of the Middle Ages. Its
many uses included construction; shipbuilding (planks and masts); packaging (casks for
fish, wine, and beer); furniture; wagons and carriages; farm implements, tools, utensils,
and machinery (all were made mostly from wood); wood products such as pitch, tar, and
potash (used as alkali for the textile industry and in the production of soap, glass, and
saltpeter); and fuel as firewood or charcoal. Given the scope and the extent of this

82|_aven (1966)
83See Kohn (2001d).
84B3l| (1977)

1/8/01 24



demand, it is hardly surprising that local supplies ran out in some regions, especialy in
the more arid southern zone. As aresult, there developed a substantial trade in timber.
Since transportation costs could amount to twenty times the price at the stump,
accessibility by water was vital .85 In the southern zone, the Adriatic and the Dauphiné
(viathe Rhone) were important suppliers. In the northern zone, Scandinavia was the
principa supplier through the thirteenth century, with the Baltic taking over in the
fourteenth. Because of the cost of transporting timber, much of it was traded in the form
of wood products. the Baltic exported staves, planks, boards, ships, potash, pitch, and tar
aswell aslogs.

As aresult of the increasing scarcity of firewood and charcoal, especially in urbanized
regions, consumers increasingly turned to alternative fuels such as peat and coal. The
Low Countries relied mainly on local supplies. However, in the late fifteenth century,
increasing demand, especialy from Antwerp, caused pricesto rise steeply. This
encouraged the importation of peat from the northern Netherlands and of coal from the
north of England. Most of the coal shipped from the north of England, however, went to
L ondon—some 170,000 tons ayear by the end of the sixteenth century.86 Another fuel
that entered inter-regional trade was wax. Wax candles spread to Europe from the Muslim
countries in the thirteenth century, replacing tapers, oil lamps, and other weaker and less
reliable sources of light—at least for the well-to-do.8” Important exporters of wax
included Greece, North Africa (Bougie), and Russia (via both the Black Sea and the
Baltic). By 1525, England alone was importing some 600 tons of wax ayear from the
Baltic.s8

The principal mineral of zone trade was salt. Salt was used not only for flavoring but
in large quantities to preserve meat, dairy products, and above all fish; by the sixteenth
century, it was also used extensively in various chemical processes. In the Mediterranean,
although much salt was produced locally, large quantities shipped from Venice, Istria,
Ibiza, Cyprus, Chios, and Sicily. In the northern zone, the traditional sources of sea salt

85pParry (1967)

86pPg|liser (1983) p257
87Mazzaoui (1981)
88scammell (1981) Ch. 2
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were, for climatic reasons, the west coast of France (especialy the Bay of Bourgneuf) and
Portugal. The salt springs of Lineberg, via L Ubeck, were amgor source for the Baltic.
The great salt fleets of the Hanse (sometimes comprising as many as 100 ships)
dominated the salt trade on the Atlantic coast until it was taken over by the Dutch in the
sixteenth century. Dutch ships bringing grain south from the Baltic to Iberiafound salt to
be a perfect backcargo. By 1570 the tonnage of salt that the Dutch were bringing into the
Baltic amounted to about half the tonnage of the grain they were bringing out.8°

Metals, too, traded extensively. This was, however, the age of silver, not of iron: in
the early sixteenth century, Europe’ s output of silver was 2-3 million ounces, about the
same as it istoday, while its output of iron was no more than 100,000 tons, a small
fraction of today’s output.® Silver traded widely within the two zones as well as being an
important item of inter-zone trade. It flowed from the main producing regions of Central
Europe to the central regions of the two zones—to the Low Countries in the North and to
Northern Italy in the South. It then flowed from the Low Countries to the Baltic (and later
in Portuguese ships to Asia) and from Northern Italy to the Levant. Although some gold
was mined in Hungary, most of Europe’'s supply came from West Africaviathe Maghreb
and Egypt.°! The demand for copper increased with the growing use of bronze cannon
from the fifteenth century. It received a major boost with the discovery of extensive
deposits of calamine (zinc), which led to the renewed production of brass.92 The growing
urban demand for copper and brass products, especialy in the two urbanized central
regions, stimulated production in Hungary and Sweden.®3 The increased production of
copper in turn stimulated the demand for lead and tin (traditional English exports): lead
was needed to extract silver from argentiferous copper ore; tin was added to copper to
produce bronze.®4 Iron production grew rapidly in the sixteenth century, stimulated by
growing demand for iron tools and hardware, and by the increasing use of iron in place of
bronze in the casting of canon. However, because sources of iron were widespread, inter-

89Ball (1977); Unger (1998 [1979])
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91 For more on bullion flows, see Kohn (1999b).
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regional trade was relatively modest, Spain and Sweden being the most important
exporters.?s

Asat all levels of the hierarchy of trade, zone trade in manufactured goods was
dominated by textiles. While only the more valuable fabrics could bear the costs of inter-
zone commerce, and while trade in the cheapest was limited to the local and regiona
level, avery broad range of fabrics—finished and unfinished—was traded at the zone
level. Woolens predominated in the North. The Low Countries and England exported
woolens to the Baltic and to |beriaas well as to the southern zone via Northern Italy.
Woolens were important in the South, too, with Northern Italy marketing its own fabrics,
aswell as those of the North, throughout the southern zone. In addition, the southern zone
saw an extensive trade in silks and cottons. These came originally from the Levant, but
Northern Italy soon became an important producer and exporter. Although its fabrics
were generally inferior to those produced in the Levant, they found a wide market—even
in Syria and Egypt—because of their l[ower cost. Large quantities of cotton were shipped
to the Black Sea ports, partly for re-export to Russia and Central Asia; the trade was so
important there that cotton cloth became the measure of value by which the prices of
other goods were reckoned.? Linens, produced widely in both zones, traded mostly at the
regional level, but the better qualities—from Normandy, the Low Countries, Switzerland,
Germany, and Egypt—traded more widely. The situation was the same with respect to
leather goods: only the better qualities—in this case from Italy and Spain (cordovans)—
entered into inter-regional and inter-zone trade.

A large array of other manufactured goods entered into trade, but in much smaller
guantities than textiles. Exports of metals, like exports of wood, were sometimes
embodied in manufactured goods. For example, England exported pewter (from tin) and
South Germany exported copper goods, especially pots. Venice, the center of the bullion
trade, exported silverware, jewelry, and minted coins. There was also abrisk trade in
arms and armor: in the northern zone, Cologne and Liége were significant exporters; in
the southern zone, it was Milan and Brescia and later Augsburg and Nuremburg.
Exporters showed little hesitation in selling arms to the enemy: Venice supplied the

9%Sel|a (1977)
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Muslims during the Crusades, and the Dutch continued to supply Spain during the
Revolt.9” The urbanized central regions exported awide variety of other goods: Northern
Italy exported glass, soap, ceramics, paper, and books; the Low Countries exported bricks
and tiles, ceramics, books, tapestries and paintings.

The southern zone was home to a significant slave trade. Domestic slavery had
always been widespread in the Mediterranean, but the numbersinvolved were generally
small. However, the slave trade expanded considerably from the thirteenth century for
two reasons. First, the Mamelukes (themselves former slaves) came to power in Egypt,
and they required slaves in large numbers to fill the ranks of their armies. Second, the
Italians, especially the Genoese, faced with a shortage of manpower in their plantations
and mines in the eastern Mediterranean, turned increasingly to slave labor. The principal
dave traders were the Venetians, Genoese, and Catalans (these were, of course, the
principa tradersin most things). And the principal exporters of slaves were the Balkans
(Greeksinitialy, but then mainly Slavs) and the Black Sea (mainly Caucasians); Candia
and Tana, respectively, were the main entrepdts for these trades. When the Spanish and
Portuguese, under Genoese tutelage, established plantations, they too relied on slave
labor. By the 1440s, the Portuguese had reached West Africa and were importing African
dlavesto Portugal, both for their plantations in the Algarve and for domestic service.
When the natives of the Atlantic islands proved to be an insufficient source of slave labor
for the plantations there, the Spanish and Portuguese began to use African slaves too. By
the sixteenth century, the Portuguese were shipping African slaves across the Atlantic to
supply the expanding sugar plantations of the Americas.?8

In both zones, in addition to the trade in goods, there was an extensive trade in
services. The great maritime traders—the Venetians, Genoese, Catal ans, Portuguese, and
the Hansa—in addition to carrying their own goods, provided transportation services to
others. For example, it was mainly the Genoese who carried the maritime trade of

97scammell (1981) Ch. 3

98_ane (1973) Ch. 10; Scammell (1981) Chs. 3 and 4; Phillips (1998); Davis (1973) Ch. 1. Itis
Verlinden (1970) who established the continuity between the use of slave labor in Genoese and Venetian
colonies, such as Chios and Crete, in the Middle Ages and the use of slave labor in the Atlantic islands and
the Americas, aswell astherole of the Genoese in transferring this system.
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Florence, which had no port of its own until 1421.9° There were, in addition, several cities
and nations that specialized in the provision of shipping services—in the South, Ancona
and Ragusa (the latter specializing in bulk cargo); in the North, the Basgues, Bretons, and
Dutch.100 Everyone, however, had ships: thousands of small ships of every possible
origin plied the coastal trade in both zones and carried much of the total cargo.101 The
transportation of passengers was another important service—especialy in the
Mediterranean. Genoese and V enetian galleys carried Christian pilgrims and Crusaders to
the Holy Land, and they aso carried Moslem pilgrims and merchants between North
Africaand Alexandria.192 |nland transportation was important too—carrying goods and
passengers aong rivers, canals, and roads to urban centers and ports. Commerce was
itself an important service. For example, the Venetians and Genoese earned substantial
profits from their trade within the Black Sea (mainly between the Black Sea ports and
Constantinople), between Constantinople and Alexandria, and between Alexandria and
North Africa.193 Financial services and insurance were important service exports,
especialy for the Florentines and Genoese.1%4 Military services—the provision of
mercenaries—were a significant source of service income, especialy for the Genoese,
Catalans, and Swiss. And the biggest service industry of all—a monopoly for most of the
period—was the Church.105

9Fryde (1974)

100pParry (1967). Since inter-zone transportation costs for shipping services were low, almost by
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(1972)

101|_aven (1966)

1025cammell (1981) Ch. 3
103scammell (1981) Chs. 3 & 4
104See Part 2

105gkelund and a (1996)
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THE IMPORTANCE OF INTER-REGIONAL TRADE

Inter-regional trade within the two zones was quantitatively smaller than local and
regional trade, but much larger than inter-zone trade.1%6 For example, total trade in the
Mediterranean in the sixteenth century has been estimated at some 300 million ducats a
year.107 Of this, the grain trade amounted to perhaps 40-50 million ducats: this alone was
ten times the value of American silver arriving in Spain each year.198 The inter-regional
cattle trade in the sixteenth century was worth over three million ducats:. this was more
than doubl e the value of the Asian spice trade (worth between one and one and a half
million ducats a year).19° Despite the numbers, however, trade within the zones has
typically received much less attention than trade between them. Perhaps thisis because a
cargo of spicesor silver, won on along and perilous ocean voyage, has a greater claim on
the imagination than a cargo of rye or a herd of cattle. Or perhaps it is because historians
have too readily adopted the bias of contemporaries, who themselves often gave greater
status to inter-zone trade. Venice, for example, in the fourteenth century banned all trade
in foodstuffs from St. Marks and the Rialto (its ‘ central business districts’), which were

henceforth to be reserved exclusively for grand commerce with the East.110

1067 one trade is better documented than local and regional trade. The merchants involved were more
substantial, so that their records are more likely to have survived. Moreover, alarge part of zone trade was
subject to customs duties, port charges, and transit fees, the records of which are, in some cases, quite
voluminous.

107Braudel (1972)

108see Braudel (1972) on the grain trade. The value of silver arriving from the Americas was about 5
million ducats a year: Barrett (1990) estimates annual production in the Americas at about 290 tons a year,
and exports to Europe at about 200 tons. A ducat bought about 43 grams of silver, so one million would
have bought about 43 tons.

109gee Blanchard (1986) on the value of the cattle trade. Subrahmanyam and Thomaz (1991) estimates
the total amount of spices arriving annually in Europe at about 3,000 tons. The price of pepper, the largest
import, varied from 20-40 ducats a quintal (200-400 ducats aton). This gives atotal of 0.6 millionto 1.2
million ducats.

110J0nes (1997) Certainly, many historians have understood the relative importance of zone and inter-
zone trade. For example: “When the history comes to be written not only of the alum trade but of the trade
in wine and grain, salt, cotton and even sugar and silk, we shall see avery different economic history of the
Mediterranean world emerge, in which pepper and drugs will only play avery minor role, particularly after
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Trade within the zone, in addition to its greater quantitative importance, arguably
contributed more than inter-zone trade to economic development. As we shall see, inter-
zone trade certainly did have an important contribution to make. However, it was
principally trade within the zone that was the driving force in transforming both the
technology of production and the technology of trade. It transformed the technology of
production through its effects on regiona specialization and on the growth of the
urbanized central regions. Regional specialization raised productivity by exploiting
comparative advantage and by promoting technological progress.11 Inter-regional trade
within the zone had a greater impact on specialization than trade at the local and regional
level, because the zone encompassed a greater diversity of conditions, and because its
much larger population supported afiner division of labor. Inter-regional trade also had a
greater impact than inter-zone trade, which was generally too small, by itself, to induce
much specialization. The growth of the urbanized central regions of the two zones—
Northern Italy and the Low Countries—was fueled primarily by the expansion of trade
within each zone, although, as we shall see, inter-zone trade was also important to them.
Asthe central regions grew, they supported an increasing internal division of labor in
their industries. The demands of growing industry and of growing population stimulated
local agricultural production. As aresult, the two central regions became hotbeds of
technological progress both in manufacturing and in agriculture.112

Another reason why trade within the zone was so important for economic
development was its focus on mass-market goods. The production of mass-market goods
was ultimately much more important for technological progress than the production of
luxuries. The clientele for mass-market goods was the middle, or even lower, classes.
Demand for such goods was therefore highly sensitive to price, so that reducing costs
could expand sales considerably. Moreover, because margins were typically low, asmall
reduction in costs could mean alarge increase in profits.113 The incentive to lower costs
stimulated innovation in the production of mass-market goods and in the transportation of

the fourteenth century...” (Jacques Heers, Revue du Nord, January-March, 1964, quoted by Braudel
(1972)).

1115ee K ohn (2001b) and Kohn (2001c).

112These themes are pursued in greater detail in Kohn (2001c) and Kohn (2001b).

113Unger (1980) Introduction
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raw materials. For example, the mass-market cotton industry of Northern Italy pioneered
innovations in the organization and technology of textile manufacturing that were
subsequently adopted by other, more up-market, industries.}14 While low-margin goods
were important in local and regional trade too, these markets were too small, in the
absence of inter-regional trade, to make innovation worthwhile. On the other hand, inter-
zone trade dealt mainly in luxuries for the wealthy—a market more concerned with
quality than with price. Because margins were high, cost-cutting was not a priority.115
Aswe have seen, trade at the level of the zone involved greater difficulties than trade
at the local and regional level: it was more impersonal; transportation costs were higher;
finance was more important; and market risk was greater. Because the challenges were
greater, inter-regional trade played a correspondingly greater role in institutional
development. It was a more important source of innovations in commercial and financial
techniques and organization. Some historians have argued that compared to the risks of
inter-zone trade, trade within the zones was relatively routine and risk-free.116 While this
may have been true for some sectors—the wine trade, for example—it was far from true
for others. The grain trade, in particular, was rich enough for any merchant’ s blood.
Indeed, it wastoo rich for Simén Ruiz: after hislossesin 1582 he decided to quit the
grain trade and concentrate on spices (the inter-zone good par excellence), where risks
were more manageable. 117 Indeed, because of its challenges, the grain trade was
particularly important in stimulating institutional innovation—from the Italian
‘supercompanies’ of the thirteenth century to the Amsterdam grain market of the
sixteenth and seventeenth. Innovations in the technology of trade devised to meet the
challenges of inter-regional trade were often adapted subsequently to meet the needs of
inter-zone trade. The supercompanies, while they began in the grain trade, went on to
become inter-zone traders in English wool as well asimportant international financiers.
The Amsterdam market, which began as an intermediary in the inter-regional tradein

114Mazzaoui (1981) p 48-53.

1155ee K ohn (2001b) and Kohn (2001c) for a detailed discussion of productivity and innovation in
agriculture and industry respectively.

116|_opez (1987) p375

117Braudel (1972)p444

1/8/01 32



grain, went on, in the seventeenth century, to revolutionize the inter-zone trade in spices
and bullion.

INTER-ZONE TRADE

Trading costs between zones were, by definition, significantly higher than trading
costs within zones: it was the steep rise in trading costs that separated one zone from
another. The component of trading costs that was most responsible for this separation was
the cost of transportation. While transportation within a zone was largely by water,
transportation between zones was either by land or, if by water, then over especially long
and hazardous routes. There were, in pre-industrial Europe, three important inter-zone
trades—trade between the two zones of Europe, trade with Asia, and trade with the
Americas.

As one would expect, inter-zone trade was mediated by the urbanized central regions.
Being centers of trade within their zones, they offered the greatest range of trade goods
together with the best commercia and financial facilities. As transportation hubs, they
offered the lowest transportation costs. Trade between the zones of Europe was largely
conducted between the urbanized central regions of the two zones—the Low Countries
and Northern Italy. Before the sixteenth century, Northern Italy also played the role of
entrepdt linking the northern zone of Europe with Asiaand Africa. Northern Italy had
links with Asiaviathe Levant and with Africa viathe Maghreb and Egypt. With the
development of the transoceanic maritime routes, however, the northern zone
increasingly traded with other parts of the world directly.

The extent of inter-zone trade was, of course, limited by the level of trading costs.
The high cost of transportation between zones meant that only goods of high value
relative to weight or bulk were traded: land transportation of heavy or bulky goods over
long distances was prohibitively expensive. For example, during the grain crisis of the
late sixteenth century, Venice sent its secretary of state, Marc Ottobon, to the Baltic to
search out supplies. He found that sending grain overland to Venice was out of the
guestion, since the cost of transportation would have quadrupled its price.118 In contrast,
for goods that had high value relative to their bulk or weight, the cost of overland

transportation was less of an obstacle. For example, carrying silks and spices overland

118Gl amann (1977)
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from Chinato the Middle East, ajourney that might take a year, added only 14% to their
price.119 However, in addition to higher transportation costs, inter-zone trade often
incurred higher transactions costs and, because of the lengthy shipping times and high
risk, a higher cost of finance. Consequently, even among goods that had high value
relative to weight or bulk, only those offering a significant margin—a large difference
between buying price and selling price—were potentially profitable items of inter-zone
trade.

Inter-zone trade was limited, therefore, at least initially, to goods that had both ahigh
value relative to weight or bulk and commanded a significant margin—goods such as
spices, bullion, and luxury textiles. Indeed, it was generally the search for goods such as
these that led to the opening of new trading routes. It was, for example, the search for
bullion and spices that motivated the great explorations of the late fifteenth century.
Given the nature of the goods involved, inter-zone trade was initially governed largely by
the demands of the wealthy. However, where trading costs declined, the range of goods
expanded. As transactions costs and the cost of finance fell, it became profitable to trade
in goods commanding a more modest margin, although still with a high value relative to
weight or bulk. As transportation costs fell, it became profitable to trade some relatively
valuable bulk goods.

TRADE BETWEEN THE TWO ZONES OF EUROPE

Contact between the two zones of European trade was initiated in the early twelfth
century by Flemish merchants seeking markets for their woolen cloth. These merchants
made the long and arduous journey overland to Northern Italy—to Genoa, in particular.
There, from the proceeds of their sales, they purchased for their return trip products of the
Mediterranean zone—such as silks, Cordovan leather, and sugar—as well as gold and
ivory from Africaand, above all, spices from Asia.120

During the twelfth century trade between the northern and southern zones was largely
taken over by merchants from Northern Italy. Their competitive advantage came from
their ability to lower trading costs. Because the urbanized central region of the North

lacked a major commercial center that could be the focus of inter-zone trade, the Italians

119Rossabi (1990)
120van der Wee (1993)
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created one themselves at the Fairs of Champagne near Paris. The Italians transformed
what had been aregional fair into an international emporium. The centralization of trade
at the Fairs, the sophisticated trading facilities that they provided, and the settlement
system provided by the Italian bankers, all had the effect of lowering transactions costs.
That is, the organization of the Fairs made it easier, and so cheaper, for strangers to trade
with one another. In addition, the money market at Champagne, developed by Italian
merchant bankers, helped to lower the cost of financing inter-zone trade. And the cost of
transportation was lowered by specialized carriers or vectuarii from Asti and Genoawho
ran aregularly weekly service to and from the Fairs.12

As trading costs declined, the range of goods traded between the two zones expanded
to include lower-margin items. However, since overland transportation remained
expensive, such goods still needed to have arelatively high value-to-weight ratio. The
trade in textiles, for example, was originally limited to luxury woolens from Flanders and
luxury silks from the East: both high-margin fabrics sold only to the wealthy. Astrading
costs fell, however, the trade in textiles expanded to include avariety of lower-priced
fabrics. The Italians began to import cheaper and lighter woolens from the Low Countries
and from England. They often purchased these unfinished and had them finished in
Northern Italy—especialy in Florence—for re-export throughout the Mediterranean and
beyond. In the other direction, the Italians exported cheaper silks—Italian-made
imitations of the finer Eastern product—as well as Italian-manufactured cottons and
fustians. Fustian, a cotton-linen blend, was arelatively mass-market product that became
quite popular with the middle and even lower classes of the urban North; it even reached
the rural market, displacing homespun woolens and linens.122

The low trading costs and the broad range of goods at the Fairs attracted yet more
trade, making Champagne the prime destination for merchants from all over Europe. For
example, the German silver-mining boom of the thirteenth century created an enormous
demand in the mining regions for consumer goods of all kinds: much of this was satisfied
by German merchants trading at Champagne. The large amounts of silver these

1210n settlement, see Kohn (1999c); on bills of exchange, see Kohn (1999d); on transportation, see
Kohn (2001d).

122\ azzaoui (1981)
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merchants brought with them to pay for their purchases made Champagne a major market
for bullion. Much of the silver was purchased by the Italians and shipped south.123 Some
of the other goods traded at Champagne included tin and lead from England; weapons
from Liege and Milan; honey, olive oil, almonds, and raisins from Spain; and wax,
leather, fur, cumin, and dates from North Africa. Trading costs were low enough to
permit asmall trade in textile raw materials: from the South, thisincluded raw cotton to
be made into candlewicks, gloves, and bonnets in Flanders as well as alum; from the
North, there were small shipments of fine wools from England.

A major change occurred in the pattern of inter-zone trade around the turn of the
fourteenth century. A direct connection by sea was established for the first time between
Northern Italy and the Low Countries. In the subsequent decades, maritime trade
expanded and overland trade shrank. As this happened, the focus of North-South trade
shifted from the Fairs of Champagne to the sea-port of Bruges. The Fairsfell into decline,
and, by 1325, they had ceased to be an important center of commerce (although they
continued to be a center of finance for some time longer). The reasons for this changein
the pattern of trade are controversial. However, there seem to have been at least two
distinct forces at work—one promoting trade by sea, the other depressing trade by land.

The force promoting trade by sea was the steady fal in the cost of maritime
transportation. The most important factor was asignificant fall in predation costs. by
1212 the Reconquista had cleared the whole of the eastern coast of Iberia of Moslem
occupation, making passage through the Straits of Gibraltar much safer for Christian
ships.124 Other factors included improvements in ship design, improvements in
navigation, and the development of marine insurance. A profound change in commercial
organization that took place during the thirteenth century also contributed to lowering the
cost of maritime transportation. Rather than merchants traveling with their goods, which
had until then been the practice, the larger firms began to rely instead on resident
representatives who remained permanently in the important commercia centers. Such

123pdditional silver was brought over the Alpsto Venice directly by German merchants trading there,
so that Venice, too, became an important bullion market. Much of the German silver that arrived in
Northern Italy was re-exported to the Levant and, from there, onwards to the East. See Kohn (1999b) for
more on the trade in bullion.

124Bal| (1977)
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representatives, located in Flanders or England, could organize in advance return cargoes
for ships arriving from Northern Italy: this decreased turnaround time and improved
capacity utilization. The falling cost of maritime transportation made feasible for the first
time a substantial inter-zone trade in heavy and bulky items. This trade seemsto have
been pioneered by the Catalans, who first sent ships to Southampton, probably from the
1260s, to purchase English wool for their textile industry.12> The Genoese followed soon
thereafter, their ships arriving in Flanders and England no later than the 1270s.126 The
Genoese merchants who pioneered the route seem to have been motivated by a desire to
expand their sales of alum in the North. The first Genoese ship known to have arrived in
England, in 1278, carried a cargo of alum and other textile raw materials, and was partly
owned by Benedetto Zaccaria, aleader of the Genoese alum monopoly.127

At the same time that the cost of transportation by seawas falling, the cost of
transportation by land was rising. The main reason was widespread warfare. The 1290s
saw the beginning of a series of conflicts involving Flanders, England, and France that
was to continue for a century and a half; other wars broke out in Germany and in
Northern Italy.128 These wars increasingly interfered with, and raised the cost of, overland
trade: tolls and taxes were increased to pay for the wars; pillage, brigandage, and civil
unrest made the passage of merchants dangerous and expensive; governments prohibited
‘trading with the enemy’ (for example, at one time the French prevented Flemish
merchants from attending the Fairs of Champagne). Because of the rising cost of
transportation by land, goods that had previously made their way by land to Champagne
were increasingly shipped by seato Bruges. Driven by a desire to maintain itsinter-zone

125Fryde (1974); Ashtor (1983)

126 A ghtor (1983)

127scammell (1981) Ch. 4; Ashtor (1983). The major source of alum at this time was Phoceain Asia
Minor, which was controlled by two rival Genoese syndicates; the trade in alum was the most important
Genoese trade with the Levant. More generally, the Genoese, although they had an important textile
industry of their own, specialized in providing raw materials to other textile manufacturersin Northern
Italy and elsewhere. Such raw materialsincluded, in addition to alum, fibers (silk, cotton, and wool) and
dyes. They acquired these materials from awide variety of sources and re-exported them to their
customers.

128Munro (1991)
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trade in spices in the face of increasing problems with the overland route, Venice sent its
first state-sponsored fleet of galleysto the North in 1319.129 The increasing importance of
maritime trade between the zones transformed Bruges from a center of trade within the
northern zone, where Hanseatic merchants had come to trade Baltic goods for Flemish
cloth, into the main northern terminus of trade between the zones.

The development of the maritime route allowed heavy and bulky goodsto play a
significant role in inter-zone trade for the first time. The most important bulk items were
various textile raw materials. Alum, shipped by the Genoese, arrived in considerable
guantities: in 1445, for example, nine of their shipslanded atotal of some 2,500 metric
tons of alum in Bruges intended for the woolen industry of Flanders.130 From the late
thirteenth century, Venetian ships began to deliver quantities of raw cotton sufficient to
allow the establishment of alocal cotton textile industry in Flanders.131 The principal
return cargo for Italian ships was initially English wool—some of it shipped directly from
England and some from the wool marketsin the Low Countries. Thistrade was largely in
the hands of afew large Florentine firms with branches in England. The Florentines
relied mainly on Genoese ships, and some Catalan, and even operated afew of their
own.132 The wool arrived in Genoa or Pisa and from there was carried overland to
Florence and to other centers of woolen manufacture.133 |n the | ate fourteenth century,
wool exports from England declined rapidly and exports of cloth increased. The reason
was a steadily rising export tax on wool that made it more profitable to export wool in the
form of cloth, which was relatively tax-free.134 English woolen cloth, exported largely
semi-finished, became the principal backcargo for Genoese ships returning from

129 shtor (1983)

130Fryde (1974) Another 200 tons were landed at Southampton for the English woolen industry. The
Genoese ships also brought dyes from the Mediterranean such as woad from Lombardy (a blue dye) and
madder (ared).

131Mazzaoui (1981) Ch 2.

132For a brief period in the fifteenth century, Florence operated a fleet of state-owned galleys, largely
to ensure supplies for itstextile industry Mallett (1967).

133Fryde (1974)

134Munro (1998)
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Northwest Europe.135 In addition to textile raw materials, the one other important new
bulk cargo carried by sea from the southern zone was malmsey wine: wine could not be
carried overland without spoiling.

It should be noted that these bulk goods were nonetheless still relatively valuable,
high-margin items: profits of over 25% on shipments of alum and of over 35% on
shipments of wool were not unusual.136 |n this respect the inter-zone trade in bulk goods
differed significantly from the trade within the two zones: trading costs remained much
higher in inter-zone trade.

For an extended period during the fourteenth century, the wars that had already made
overland trade between the two zones via Champagne uneconomic, also succeeded in
interrupting maritime trade. From the 1330s to the 1390s, the war between England and
France in the North and the war between Naples and Sicily and their alies in the South,
made the transportation of goods by sea too hazardous to be profitable.137 In the face of
these obstacles, Italian merchants, unwilling to forego trade altogether, sought aternative
overland routes that skirted the war zone to the east.

Venice had long conducted an important transal pine trade with the mining regions of
Central Europe: the route passed over the Brenner Pass and through Augsburg and
Nuremberg in South Germany. In the fourteenth century, Venetian merchants extended
this route northwards to Cologne and from there established contact with the Hanseatic
center of Lubeck and with the Low Countries.138 The cost of using this new overland
route steadily declined: alull in warfare from the middle of the fifteenth century lowered
predation costs, and improvements in the organization and means of transportation
lowered the cost of carriage.13® Consequently, when the maritime link between North and
South was reestablished towards the end of the fourteenth century, the overland route
remained competitive. Indeed, by the sixteenth century, merchants preferred to send

135 Fryde (1974)

136Fryde (1974)

137_ane (1973) Ch. 10.

138|_ane (1973) Ch. 10; Scammell (1981) Ch. 2. The Italians also made contact with the Hanse from
their Black Sea bases via Lvov.

1395ee K ohn (2001d).
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overland al but the bulkiest goods: in particular, inexpensive textiles were largely
transported by land.140

The expansion of trade along the new overland route contributed to the economic
growth of South Germany through which it passed. The local economy had been thriving
since the thirteenth century and was relatively highly urbanized, with the towns
producing avariety of textiles. Their linens, in particular, made from the superior local
flax, were of sufficiently high quality to be exported to Italy and to the Levant. In the
fourteenth century, rising costsin the industrial heartland of Northern Italy—due largely
to warfare and to civil unrest—caused Italian merchants to move production to South
Germany. The most important industry to migrate was the manufacture of fustians. The
growth of thisindustry in South Germany was aided substantially by the access to
northern markets that the overland route to the Low Countries provided.141

The growing overland trade through Germany contributed, too, to the rise of amajor
new commercial center in the North—the Brabantine city of Antwerp. Antwerp,
originally a hub of zone trade in foodstuffs!42, grew in importance when it became from
the 1420s the main continental outlet for English cloth (Bruges, under pressure from the
Flemish woolen industry had declined the honor).143 It was Antwerp that became the
main northern terminus of the new overland route from Italy and South Germany.
Because of the growing burden of tolls on the Rhine between Cologne and Dordrecht,
merchants increasingly sent their goods to the Low Countries across country by road
instead. Antwerp was the most convenient destination.144 Moreover, as a burgeoning
emporium for cloth, both English and Brabantine, Antwerp had the added attraction of
being a perfect outlet for South German fustians (as well as a source of inexpensive
woolens for the South German market). When Central European mining revived from the

140Braudel (1972); Munro (1997) Munro argues that there was some decline in the maritime trade as a
result of competition from the overland route.

141Mazzaoui (1981) Ch. 7; Van der Wee (1993)

142v/an der Wee and Materné (1994) Especially hopped beer from North Germany and Holland and
dairy products and herring from Holland moving towards Brabant and the Rhineland, as well as wine from
the Moselle, Rhine, and Alsace going in the opposite direction.

143Munro (1998)

144van der Wee (1993) Ch. 5; Thrupp (1972) p 302
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1460s, it was only natural that South German merchants, already well established in the
city, should use Antwerp as the northern outlet for their copper and silver. Antwerp
eclipsed itsrival Bruges by the end of the fifteenth century. A revolt of Flemish cities,
including Bruges, against their Hapsburg ruler, Maximilian of Austria, caused merchants
to abandon Bruges en masse for Antwerp. Although some returned when peace was
restored in 1492, Bruges never recovered. The sixteenth century was to be the century of

Antwerp.145

TRADE WITH ASIA AND AFRICA

Inter-zone trade between the Mediterranean and the East has avery long history,
going back at least to classical times. This trade had traditionally relied on two major
routes. One was the ancient caravan route across Central Asia, which reached the
Mediterranean either viathe Black Sea (to Tana or Trebizond and thence to
Constantinople) or via Tabriz, Baghdad and Aleppo. The other route originated on the
Cambay or Malabar coasts of India. There, local products—pepper being the most
important—and goods from the East Indies, Southeast Asia, and China, were loaded onto
ships bound either for the Persian Gulf (Ormuz and Baghdad) or for the Red Sea
(Jeddah). From Baghdad, they were carried overland to Aleppo or Bursa; from Jeddah,
overland to Damascus and Beirut, or transshipped to Tor, and from there taken by
caravan to Cairo and Alexandria. 146

The relative importance of the two main routes, and of their various sub-routes,
fluctuated with changes in relative transportation costs—especially changesin the cost of
predation.4” The Central Asian route grew in importance after 1240 as aresult of the
Mongol conquests. These reduced predation costs by creating alarge area of peace and
order—and of modest taxes. The Central Asian route became even more important after

1291, when the final expulsion of the Crusaders from the Holy Land by the Mamelukes

145van Houtte (1977)Ch. 4; Van der Wee and Materné (1994)

146|_aven (1966) Ch. 3 Trade

147«But, for merchandise of such high value per pound, the routes were determined less by freights
than by taxes, less by the cost of transport than the costs of protection, less by physical conditions than by
social conditions.” Lane (1973) p71
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raised costs on the route through Egypt and Syria.148 However, the balance tipped back
again in the late fourteenth century, when the Mongol empire disintegrated, raising
predation costs on the Central Asian route. Italian merchants were forced back to Beirut
and Alexandria, and the Mamelukes made the most of it, imposing duties of over 100%
on the trade in spices.149 At the turn of the sixteenth century, there wasa steeprisein
transportation costs along both routes simultaneously. War between Venice and the
Ottomans paralyzed trade through Constantinople and Syria, and internal unrest in Egypt
had similar effects on trade through Alexandria. Increased predation costs and restricted
supply raised the price of pepper at Venice from 42-49 ducats a quintal in 1496-7, to 70-
80 in 1499, and 90-130 in 1500; it remained above 80 ducats a quintal until 1503.150
Largely by chance, it wasjust at this time that the Portuguese succeeded in establishing a
third route to Asia—a direct transoceanic link around the Cape of Good Hope.

The Portuguese had begun their explorations a hundred years earlier in search, not of
the spices of Asia, but of the gold of Africa. The African gold trade was of long standing.
Merchants from the Maghreb and the Sudan had for centuries been crossing the Sahara by
camel caravan to trade with the kingdoms of West Africa—exchanging salt, silver,
copper, textiles, and other manufactures for gold and slaves. In the late fifteenth century,
with the price of gold reaching new heights in Europe, the Portuguese redoubled their
effortsto reach the West African source by sea and eliminate the Moslem middiemen.
The Portuguese were aready prodigious traders. They had by the fourteenth century
developed an extensive trade with the northern zone in fish, salt, and Mediterranean
agricultural products (wine, cork, olive ail, fruit). Trade and fishing had fostered the
growth of Portugal’ s shipping and shipbuilding industries (the latter supplying shipsto
Genoa, Barcelona, and Florence). And, by the early fifteenth century, the politically
powerful trading and shipping interests were seeking new outlets. They succeeded in
promoting expeditions to conquer and to colonize Morocco, Madeira, the Canaries
(unsuccessfully), and the Azores. Improvements in ship design enabled the Portuguese to
round the bulge of Africain the 1470s and reach the Bight of Biafra. There they

148Mazzaoui (1981) Ch 2.
149|_opez (1987) ¢ p375
1508l (1977)
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developed arich trade in slaves (as many as 3,500 a year), malaguette pepper, ivory, and
above al gold (13-14,000 ounces a year). The Portuguese continued to work their way
down the coast of Africa. In 1487, Diaz rounded the Cape, and in 1497, Vasco da Gama
was dispatched to India. He returned from Calicut in 1498, his ships ‘laden with

spices’ .151 The Portuguese retained a virtual monopoly of the transoceanic trade with Asia
throughout the sixteenth century, facing serious competition only in the seventeenth,
principally from the Dutch.

The new transoceanic route does not seem to have had much effect in lowering
trading costs, and it is doubtful that the cost of carriage was much lower than it was for
the traditional routes. In any event, the cost of carriage was small relative to the value of
the silks and spices carried.152 For example, Pegolotti in the fourteenth century reported
that the cost of carrying a cargo worth 25,000 florins along the Central Asian route was
no more than 2,000 florins or 8%. Consequently, even if the transoceanic route had had a
cost advantage, it would not have made much of adifference, at least for the tradein
luxuries.153 Predation costs were more of afactor. Indeed, when the Portuguese first
reached India, predation costs on the traditional routes were close to prohibitive. A
contemporary, the Venetian merchant banker Priuli, expected the Portuguese to undercut
the Venetians significantly, because they could avoid paying the high taxes levied in
Egypt. The Portuguese, however, initially followed a different policy. They kept their
price high and tried to gain the advantage by blocking the Indian Ocean route to Venice
by force—that is, by raising the predation costs faced by the Venetians. This policy
proved so expensive to the Portuguese that they made little net profit from the trade. 154

However, the main reason why the transoceanic route had little impact on trading
costs was that it did nothing to reduce risk. The new route was perhaps even more
hazardous than the old. L osses to pirates and shipwreck were substantial: in the course of

151Davis (1973) Ch. 1

152\ enard (1991) Menard quotes a study by Steensgard that suggests that the cost of carriage around
the Cape may have been higher rather than lower.

153Rossabi (1990)

154) ane (1966) Ch 22
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the sixteenth century, on average one ship in eight sailing in each direction was | ost.155
Damage to the cargo by swamping or damp was so common that Portuguese spices were
generally considered to be inferior to those imported through V enice.156 But the most
important hazard, for the new route as for the old, was market risk. Poor communications
and around-trip time of one to two years meant that cargoes were sent in complete
ignorance of the market conditions they would face on arrival .157 Prices varied widely as
supply fluctuated, largely unpredictably, from year to year. And, of course, the long time
in transit, together with the high level of risk, made financing very expensive.

There are two pieces of indirect evidence that the new transoceanic route had little
impact on total trading costs. First, the range of goods traded did not expand to include
bulkier, lower-margin items. On the whole, the Portuguese carried on their ships the same
luxury goods that had always been the staples of the Asiatrade. Second, the old routes
succeeded quite well in competing with the new. The relative size of trade via Lisbon and
viaVeniceis controversial, but the differences were not large. After 1530, when the
Portuguese gave up their attempts at blocking the Indian Ocean route to the Levant and
Venice, the Venetian trade recovered quite nicely. From 1,000 to 2,500 tons of spices
arrived at Venice yearly, estimates vary, compared to an average of 3,000 tons a year
arriving at Lisbon.18

The Venetian trade with the East did not, however, survive the takeover of the
transoceanic trade, after 1600, by the Dutch. This was because the Dutch did succeed in
reducing trading costs—especially their most important component, risk. The Dutch did
this by applying to the spice trade the methods they had developed in the grain trade—a
trade ssimilarly plagued by market risk. These methods included market stabilization
through warehousing and speculation, as well asimprovements in communications and
information.15® Because this did reduce trading costs on the transoceanic route—or, more

155subrahmanyam and Thomaz (1991)

156Braudel (1972)

I5’"Musgrave (1981); Rossabi (1990)

1585ee Subrahmanyam and Thomaz (1991) on the Portuguese tonnage. Wake (1996) argues that 75%
or more of the total came through Lisbon. Others have suggested two thirds or less.

159Musgrave (1981)
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specificaly, in the Amsterdam market—trade viathe Levant and its main entrepdt,
Venice, was no longer able to compete.160

Although the trade with Asia expanded in subsequent centuries, in 1600 it remained
asit had always been, atrade in high-margin goods of high value relative to weight or
bulk. Imports from the East included luxury textiles and other luxury manufactures and
precious stones and jewelry. Exports to the East included some luxury textiles—mostly
Italian woolens and linens—and other luxury manufactures as well as metal's, copper
especialy. But the two main items of trade between Europe and Asiawere spices and
silver.161

Spices found such aready market in Europe because of the heavy reliance there
during the winter months on dried or salted fish and meat: heavy spicing—for those who
could afford it—hel ped to make these foods palatable. The most important spice, in terms
of quantity, was pepper, mainly from the Malabar Coast of India. Imported in
comparatively large quantities, especialy in the sixteenth century, it became relatively
affordable, even for the middle classes. However, the more exotic spices were far more
expensive: for example, in 1563, 100 |b. of Ceylon cinnamon were worth 10 LB of gold
(about 70 times the price of pepper).162 In addition to spices proper, the ‘spice’ trade also
included avariety of medicines and dyes, aromatics and perfumes.163 Asian dyes were a
vital input for the European textile industry.

Before the discovery of the Americas, Europe was the principa producer of silver.
Consequently, silver was much more abundant, and therefore cheaper, in Europe than it
wasin the East. As aresult, merchants had, since ancient times, found it profitable to
carry silver eastwards. While the coining of silver was widespread in Europe, silver had
not generally been used as money in Asia—perhaps because it was too scarce. From the
fourteenth century, however, growing problems with China s paper money lead to the
increasing use of silver as ameans of settlement. This boosted the demand for silver
there, raising its value yet further, not only in China, but throughout Asia: by the fifteenth

160parry (1967); Musgrave (1981)
161scammell (1981) Ch. 3 Venice
162\ asefield (1967)

163scammell (1981) Ch. 3 Venice
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century, silver was twice as valuable (relative to gold) in Chinaasit wasin Europe.164 As
aresult of this price differential, silver made up some two thirds by value of European
exports to the East during the fourteenth and fifteenth centuries. When the Portuguese
opened the transoceanic route to the East, they initially shipped other goods—especially
European copper and African gold. This changed from the middle of the sixteenth century
when American silver began to arrive in Europe in large quantities. This further
depressed the value of silver in Europe relative to its value in Asia, and the share of silver
in Portuguese exportsto Asiaincreased sharply.165

Some historians have mistakenly argued that the reason silver predominated in
European exports to Asia was that Asians somehow found European goods inherently
undesirable (for example, the climate was *too hot’ for European woolens). The true
explanation, however, is that the price differential between Europe and Asia made silver
by far the most profitable good to ship. The demand for other European goodsin Asia,
manufactures in particular, was indeed limited. However, this was not because they were
inherently undesirable, but because—valued in terms of silver—they were ssimply too
expensive.166

In addition to exporting goods to Asia, Europe also exported services. From the early
sixteenth century, Portuguese merchants and ships conducted an extensive trade in the
Indian Ocean and in the China Sea among the markets of Asia. Indeed, this within-zone
‘country trade’ was far larger in volume and in value than the inter-zone transoceanic
trade with Europe—much as we would expect. While the spice trade was worth perhaps
one million ducats a year, Dutch observersin 1622 put the country trade at some 50

164Demand was boosted further when silver money was introduced in northern India beginning in the
1530s. See Kohn (1999b) for a more detailed discussion of the effect on Europe of the monetization of
silver in Asia

165Attman (1981) Thiswas equally true, later on for the Dutch and English: silver accounted for two
thirds or more by value of the cargoes they carried to Asia.

166That is, the ‘ exchange rate’ —the relative value of silver—was unfavorable to the export of
European manufactures. Although standards of living were higher in the Asian economies at thistime,
Asian wages measured in silver were much lower than European wages. This made European manufactures
uncompetitive in Asia, a situation that persisted into the eighteenth century (see, for example, Chaudhuri
(1968))

1/8/01 46



million.167 The substantial profits from the country trade helped the Portuguese pay for
their Asian imports. The Portuguese initially muscled their way into intra-Asian trade
through the use of military force: Asian ships were no match for European galleons
armed with cannon. However, the continued and growing commercia success of the
Portuguese in Asia may have owed more to superior commercial technology than to
superior military technology.168

The expansion of Portuguese trade first with Africaand then with Asia contributed to
the continued rise of Antwerp. The Portuguese had sent their agricultural exports, from
Portugal itself and from their Atlantic island colonies, both to Antwerp and to Bruges.
However, when their trade with Africaand Asiadeveloped, it was to Antwerp that they
brought their African gold and malaguette pepper, and later their Asian spices. The reason
they found Antwerp more attractive was the presence there of the South Germans: it was
they who provided the Portuguese with the copper and silver they needed for their

outward cargoes.169

TRANSATLANTIC TRADE

The inter-zone trade between Europe and the Americas was qualitatively and
guantitatively different from the trade between Europe and Asia. There are two
interrelated reasons for this. First, as we have seen, trading costs in the Asiatrade
remained high enough to limit the volume of trade and to restrict its scope to luxuries. In
contrast, in the transatlantic trade, trading costs fell sufficiently to permit a significant
increase in the volume of trade and an extension of the range of goods traded to include
low-margin and bulky items. By the end of the sixteenth century, transatlantic trade was
perhaps ten times larger in volume than the transoceanic trade with Asia and perhaps six

times larger in value.1’0 The second reason for the difference between the two

167Subrahmanyam and Thomaz (1991) The profits from this trade accrued mainly to private persons,
in contrast with the transoceanic trade, the profits of which largely accrued to the state.

168pgrry (1967).

16%/an der Wee (1993; Van der Wee and Materné (1994)

170portuguese trade with Asiaremained at about 3,000-4,000 tons per year, in each direction,
throughout the sixteenth century (Subrahmanyam and Thomaz (1991)). Spanish exports to the Americas
increased from 3,000-4,000 tons per year at the beginning of the century to 25,000-30,000 tons by the
1580s (Chaunu (1974). Portuguese imports from Brazil grew to about 10,000 tons a year by the end of the

1/8/01 47



transoceanic trades was colonization. In this period, European activity in Asiawas limited
entirely to trading: in the Americasit also extended to production. The Spanish and
Portuguese colonies in the Americas engaged in agricultural production, mining, and
manufacturing. Colonization shaped the pattern of trade between Europe and the
Americas: the colonies exported bullion and commodities and imported supplies for the
miners and colonists. In some ways, therefore, transatlantic trade resembled trade within
the zones of Europe more than it did inter-zone trade with Asia. Indeed, one can think of
the Atlantic as becoming athird zone of European trade—albeit much less important in
this period than the other two.

The most spectacular export from the Americas, and by far the largest item by value,
was, of course, treasure—gold, silver, and precious stones. Indeed, it was the search for
treasure that had been the principal motivation for exploration and conquest. Until the
1530s, the bulk of the treasure brought back to Europe was plunder—gold and precious
stones taken from the Caribbean and from the Aztec and Inca empires.1’1 From the 1540s,
however, when the mines of Zacatecas in Mexico and Potosi in Peru began to produce,
the treasure brought back to Europe consisted primarily of silver.

Once the fruits of plunder were exhausted, colonists in the Caribbean, Mexico, and
South Americaturned to the exploitation of natural resources and to agriculture. In
addition to the silver of Mexico and Peru, they mined copper in Cuba and Chile. Farmers
on Hispaniolaraised cattle and those in Mexico cattle and sheep: hides were the largest
singleitem (by bulk) carried by the fleets returning to Europe.172 Columbus introduced
sugar to the Caribbean, and plantations, relying on imported African slaves, soon spread
throughout the Islands. Colonistsin Brazil also established sugar plantations, first using
Amerindian slaves; then, when the supply ran out, Africans: by the late sixteenth century,
Brazil had become Europe's principal supplier of sugar.173 Further north, there were furs

century (Phillips (1990) estimates sugar imports, the main item, circa 1600 at about 600,000 arrobas, of
approx. 11.5 Kg, or 6,900 tons). Exports from Spain were worth about 2.4 million ducats ¢1590; non-
treasure imports, about 1 million; treasure, about 5 million.

171There was also a little gold mined in northern South America, as well as pearls gathered off Cuba
and the coast of Venezuela

1725cammell (1981) Ch.5& 6

1735cammell (1981) Ch. 5; Parry (1967)
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from the St. Lawrence estuary and cod from the Newfoundland banks. By 1580, the
Portuguese had some fifty ships fishing off Newfoundland and the dried cod they brought
back was popular throughout Europe.17* To support their traditional Mediterranean diet,
Spanish and Portuguese col onists imported from Europe—at significant cost—wheat
flour and biscuit, olive oil, and wine.1”> They imported, too, manufactured goods such as
cloth, furniture, tools, utensils, and pottery. In addition to direct trade between Europe
and the Americas, triangular trades evolved in avariety of combinations. The most
popular route went from Europe to the Atlantic islands and Africa (to pick up wine and
African dlaves); from there to the Americas; and from there back again to Europe.

The high price of imported goods in the Americas provided a strong incentive for
local production. To this end, the colonists successfully introduced a wide variety of
Iberian crops—wheat and barley, olives, vines, citrus (also indigo, which they exported
back to Europe in considerable quantities). They also introduced cattle, horses, pigs, and
sheep. In addition, the settlers eventually learned to cultivate, and to consume, local crops
such as maize. As the Americas became more self-sufficient in foodstuffs, the
composition of European exports shifted towards manufactures—especially cloth (much
of it originating in Northern Italy or Northwest Europe). However, European
manufactures too faced increasing competition from loca production. By 1600, Mexico
City alone boasted 25 establishments producing woolens from the local wool and 10
producing hats. Another important industry, exploiting abundant local supplies of timber,
was shipbuilding. Havana constructed about one third of the ships returning to Spain;
Cartagena produced men-of-war; and Huatulco (Nicaragua) and Guayaquil (Ecuador)
built ships for the Pacific.176

Widespread production in the Americas naturally led to regional specialization and to
inter-regional trade there. Nicaragua supplied Peru with livestock; Peru shipped sugar and
wine to Central America; Mexico sent to Peru woolens and other manufactures, mules,
and European and Asian importsin exchange for wine and silver. A brisk, if illegal, trade

174Mokyr (1990); Scammell (1981) Ch. 5

175Chaunu (1974) describes the colonists insistence on Mediterranean foods rather than on the local
produce as ‘ veritable economic lunacy’.

176scammell (1981) Ch. 6
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developed, too, between Peru and Brazil: this trade of silver for colonial goods evaded the
heavy Spanish taxes on direct trade between Spain and the Americas. The Americas aso
conducted a considerable trade with Asiadirectly across the Pacific. Ships sailing from
Acapulco carried silver, most of it from Peru, to Manila—the quantities at times rivaling
those shipped across the Atlantic. Their return cargo was mainly silk—most of it for

Peru, but some for re-export to Spain.17”

The transatlantic trade, like the transoceanic trade with Asia, had a significant impact
on the great commercia center of Antwerp. The flood of silver that began to reach Castile
from the Americas in the 1540s reduced the importance of Antwerp as a bullion market:
the Portuguese increasingly turned to Seville for the silver they needed. And, having less
reason to trade in Antwerp, they shifted their spice trade back to Lisbon.178 At the same
time, Spain’s growing Atlantic trade created a strong demand for maritime supplies and
grain from the Baltic aswell as for manufactures, especially woolens, to send to the
colonists and miners. Much of this demand was satisfied through Antwerp.

THE IMPORTANCE OF INTER-ZONE TRADE

Aswe have already seen, long-distance trade between zones was quantitatively far
less important than trade within zones. The volume of overland trade between the two
zones of Europe during the Middle Ages was quite modest. For example, total traffic
through the St. Gotthard Pass, the principal route to Champagne after the middle of the
thirteenth century, amounted to no more than 1,200 tons a year.17° Even after the
maritime route was established, quantities remained small compared to within-zone trade:
in 1439, it took only two of Venice s great galleysto carry away 10% of England’s cloth
exports.180 Before the transoceanic link was established, the volume of inter-zone trade
with Asiawas perhaps 1,000 tons ayear in each direction. Even afterwards, it grew to
perhaps 4,000 tons ayear by 1600.181 The volume of trade across the Atlantic was
larger—perhaps 40,000 tons a year in each direction by 1600—but it was still small

177scammell (1981) Ch. 6; Glamann (1972); Parry (1967).
178y an Houtte (1977)Ch. 4

179Samhaber (1964)

180scammell (1981) Ch. 3 Venice

181sybrahmanyam and Thomaz (1991)
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compared to the volume of trade within the two zones of Europe. Of course, because it
involved items of high value relative to weight or bulk, inter-zone trade was more
significant in terms of value than it was in terms of volume. Nonetheless, as we have
seen, it remained insignificant compared to trade within the zones. The value of trade
between the two zones of Europe is unknown, but trade with Asiawas worth perhaps one
to two million ducats, transatlantic trade perhaps five or six. Compared to estimates of
trade within the Mediterranean zone of 300 million ducats, and total product of 1,200
million, these are hardly imposing sums.182 Again, because inter-zone trade involved
high-margin items, it was more significant in terms of profits than it was in terms of
value. However, given the enormous disparity in values, it is hard to believe that inter-
zone trade was especially important, relative to inter-regional trade within the zones, as a
source of capital 183

Despite these numbers, inter-zone trade was of considerable quantitative importance
in two areas. First, inter-zone trade was a major source of revenue for a number of
governments—particularly the those of Venice, Portugal, and Spain. These governments
taxed inter-zone trade heavily and often controlled it directly—not least to ensure that
taxes were collected. Second, inter-zone trade was quantitatively more important for the
urbanized central regions of the two zones than its overall scale would suggest. Because
inter-zone trade was focused on the two central regions, it gave risein each to agreat dedl
of economic activity—in commerce itself, in transportation, and in the processing of
imported commodities (such as sugar and later tobacco). Inter-zone trade aso provided an
important outlet for the central regions’ manufactures: in particular, the inter-zone trade
in textiles played an important role in the devel opment both of Northern Italy and of the
Low Countries. And, since the central regions were major markets for other regions
within their zones, the expansion (or contraction) of inter-zone trade did have multiplier
effects throughout the two zones.

182Braudel (1972)

183«But | wish to argue that commerce between core and periphery for three centuries after 1450
proceeded on asmall scale, was not a uniquely profitable field of enterprise, and while it generated some
externalities, they could in no way be classified as decisive for the economic growth of Western Europe.”
(O'Brien (1982) p 3)
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Even so, given the numbers, it is hard to see how inter-zone trade can bear the
burdens placed on it by some historians. For example, the interruption of inter-zone trade
between the zones of Europe in the fourteenth century could not by itself explain the
general economic depression: the simultaneous interruption of trade within the two zones
must have played a significant role. Neither isit plausible to credit the subsequent
recovery of the European economy to the opening of transoceanic trade. The quantitative
impact was too small, and the timing is wrong: the European economy had aready been
recovering for a century before the voyages of discovery took place. Similarly, it is
implausible to blame the decline of Northern Italy on the loss—in fact, only partial loss—
of the spice trade to Portugal: the spice trade was simply not that important.

Nonetheless, because of its significance in government finance, inter-zone trade did
plausibly have an important effect on the behavior of governments. For example, the
substantial tax revenue from the trade with the Americas certainly helped to finance the
Hapsburg crusades of the sixteenth century.184 Moreover, changesin the extent and in the
pattern of inter-zone trade certainly had an impact on the prosperity of the urbanized
central regions and on the relative importance of commercial centers within them—for
example, Genoa versus Venice or Antwerp versus Bruges.

However, the really important effects of inter-zone trade were not quantitative but
gualitative. Specifically, inter-zone trade was a major source of new ideas, mostly in the
form of new goods and new technologies. 8> Trade with the East brought Europe into
contact, via lslam, with the more advanced civilizations of Asia. Along thisroute, along
list of industries spread westwards, first to the Moslem world, and then to Europe. These

184Cf, Epstein (1998): “ Although maritime trade and the overseas discoveries have often loomed large
in explanations of the late medieval recovery, their effects appear all in all to be rather marginal.”

185« There can be little doubt that the main advantage which will accrue to those with whom our
merchants are trading is [the availability of new commaodities, which were previously not available at al.]
The extension of trade does not primarily imply more goods; its main function in not to increase the
quantity of goods produced, but to reshuffle them so that they are made more useful. The variety of goods
available isincreased, with all the widening of life that that entails. Thisis again which ‘ quantitative
economic history’ which works with index-numbers of real income, isill-fitted to measure, or even to
describe.” Hicks (1969) p55-6. See, too, Romer (1994).
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industries included paper-making, gunpowder, printing, cotton and silk textiles, and
porcelain.

The spread of a new industry to a particular city or urbanized region followed a
standard script. A new good would arrive in inter-zone trade. Its high price—the result of
high trading costs and of the strong latent demand that it aroused—would create powerful
incentives to produce local imitations. These would be inferior to begin with, but
improved with time. As quality improved, the good in question would go from being an
import to being an export; importation of the good itself would be replaced by
importation of the raw materials needed for its production. In Northern Italy, thiswas the
pattern with paper, glass, ceramics, soap, porcelain, and silk and cotton textiles—all
introduced from the East—as well as with fine woolens imported from the North. In the
Low Countries, this was the pattern with cotton textiles, paper, and porcelain—all
imported initially from Northern Italy. The acquisition of new industries and technologies
in thisway was crucial to the development of the two central regions.186 While within-
zone trade did provide some of the impetus—one example is the spread of the brewing of
hopped beer from the Baltic to the Netherlands—the main driving force was inter-zone
trade.

Inter-zone trade also had an important qualitative impact on agriculture in much the
same way—through the introduction of new goods, in this case new crops. A number of
important crops spread westwards from Asiato Europe viathe Moslem world, in away
that paralleled the spread of industries. Sugar, rice and cotton were three major crops of
Asian origin that Europe acquired from the Moslems. As we saw earlier, the cultivation
of sugar was transplanted by Italian merchants from the Levant to Sicily and Iberia, to the
Atlantic islands, and finally to the Americas. The cultivation of rice and cotton spread to
Sicily and to Southern Spain, and, by the fifteenth century, locally-produced rice was
rivaling grain as adietary stable in the Po Valley and in Vaencia.18’ Trade with the
Americas, which produced no new industrial goods or techniques, was a prolific source
of new crops. maize, potatoes, French beans, chili peppers, and turkeys were all being

186The importance of this process was first recognized in Jacobs (1969). Kohn (2001b) and Kohn
(2001c) provide a more detailed description.
187Braudel (1972): Masefield (1967)
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grown or raised in Europe by 1600.188 |ndeed, the cultivation of maize was crucial in
overcoming the Mediterranean zone' s chronic shortage of grain, thereby bringing to an
end, after 1600, the famines that had afflicted the areain the late sixteenth century.189
Inter-zone trade contributed to institutional development in much the same way that it
contributed to the development of industry and agriculture—through the importation of
new ideas and new technologies. Although the details are now obscure, it seems likely
that the Italians learned at least some of their commercial and financial techniques from
the Moslems and the Byzantines; these in turn may have acquired at least some of them
from their contacts with the East (* Arabic’ numerals, which originated in India, are
certainly acase in point). The evidence for institutional imports from the southern zone of
Europe to the northern zone is much stronger. Examples include banking, bills of
exchange, marine insurance, share companies, limited liability, and double-entry
bookkeeping. Inter-zone trade also contributed to institutional development through the
challengesthat it presented. On the whole, these were much like the challenges of within-
zone trade, only more extreme. The problems of trading with strangers were greater;
transportation costs were higher; and because of the long delays, risk was greater and

finance even more important.

CONCLUSION

In quantitative terms, local and regional trade outweighed, probably by far, inter-
regiona and inter-zone trade. Indeed, afair part of output was produced for own
consumption and never traded at all. However, in terms of their impact on economic
growth, inter-regional and inter-zone trade were far more important. Together, they
contributed to rising productivity through improvements both in the technology of trade
and in the technology of production. To overcome the difficulties of trading with
strangers and of trading over great distances, merchants engaged in long-distance trade
were obliged to develop a variety of commercial and financia institutions that lowered
trading costs. We shall consider these in detail in Parts 2 and 3. Inter-regional trade raised
the productivity of production by inducing regional specialization and by fueling the
growth of the urbanized central regions. Trade in mass-market goods at the inter-regional

188\ asefield (1967)
189Braudel (1972)
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level was especially important in promoting cost-cutting technological progress. Inter-
zone trade contributed, too, to the growth of the urbanized central regions. It was also a
major source of new goods and new techniques. Kohn (2001) and Kohn (2001) explore
the impact of trade on production—in agriculture and in industry, respectively—and
show precisely how it was that trade succeeded in increasing productivity.
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