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EDITOR’S FOREWORD

EAN G. Rowland Collins of the Graduate School of Business

Administration, the godfather of this series, shares my enthusiasm
in publishing Raymond de Roover’s The Medici Bank. It is not only an
important addition to the historical analysis of banking during the
formative period of modern institutions, but it also helps to illustrate
the intended scope of the New York University studies in business
history. In course of time, we hope to publish volumes on special
aspects of business and studies of the inter-reaction of individual busi-
nesses with their industry as well as the biographies of business leaders
and company histories.

As Professor de Roover points out in his preface, the present book is
a feat of historical archaeology. Other scholars have written of the
Medici Bank, but as none brought to the task the unusual training and
abilities of Professor de Roover, none was able to transmute the frag-
mentary records into a satisfactory picture of a going concern.

Had one the power over many years to train a scholar especially for
such a task, it would be hard to improve on the education of the
author. After graduating from the Institut Supérieur de Commerce in
Antwerp in 1924 and completing: his military training, Professor de
Roover began work in a bank. Soon after, he joined the staff of the
Agence Maritime Internationale, the largest steamship operating con-
cern in Belgium and one of the largest in the world. There, ultimately
in the position of chef de service—officer in charge of all ship
accounts—he remained until 1936. During his career as a Belgian
expert comptable, he became interested in economic history and in the
history of accounting. Working in his spare time in the archives of
Antwerp and Bruges, he wrote Jan Ympyn: Essai historique et tech-
nique sur le premier traité flamand de comptabilité (Antwerp: Veritas,
1928) and in addition published as many articles as would be expected
over a similar period from one enjoying the relative leisure of an aca-
demic post. Through these articles Professor de Roover met his wife,
Florence Edler, an American scholar studying European economic
history on a Belgian-American Educational Foundation fellowship.

As a result of his marriage Professor de Roover decided to leave the
business world and acquire the education customary for a scholar. At
Harvard he studied with N. S. B. Gras and Abbott Payson Usher, won
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the James Bowdoin literary prize, and in June of 1938 received the
degree of Master in Business Administration. In that summer Pro-
fessor and Mrs. de Roover photographed the records that form the
basis for this Medici Bank study. John U. Nef, Frank H. Knight, Jacob
Viner, and Chester W. Wright all helped in completing Professor de
Roover’s formal education at the University of Chicago. His doctoral
dissertation on money, banking, and credit in medieval Bruges, in
greatly revised form, is in process of publication by the Mediaeval
Academy of America. At present he is Associate Professor of Eco-
nomics at Wells College.

In the course of this brief summary of such an unusual combination
of practical European commercial training and formal education by
some of America’s outstanding professors, there has been no space
to list the numerous articles written by both of the de Roovers. As
editors of The Journal of Economic History, Frederic C. Lane and I
had the pleasure of publishing Parts I and II of this book in a series of
three articles. Professor Lane is largely responsible for initiating the
idea of enlarging the work and making it available in book form.
The idea, however, only became a reality through the help of Dean
Collins who secured the necessary financial aid from New York
University.

TrHoMas C. CocHRAN
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INTRODUCTION
THIS is not the first book dealing with the Medici Bank. The

pioneer work is the study of Heinrich Sieveking which was pub-
lished in 1905. Sieveking’s study was an outstanding achievement for its
time and is still useful as a reference, despite the progress that has been
made in the writing of economic and business history. The book of
Otto Meltzing, which followed soon after that of Sieveking, is disap-
pointing. It contains no new material and many mistakes which,
unfortunately, have been recopied and repeated by subsequent authors.
The latest work of importance is a biography of Cosimo de’ Medici by
Curt S. Gutkind. Although it deals with all aspects of Cosimo’s event-
ful career, Gutkind has made a laudible effort to gain insight into the
business policy of the great man who brought the Medici Bank to the
summit of its size, prosperity, and power. Gutkind failed, however, to
make a significant contribution, partly because he lacked proper train-
ing in business and economics and partly because he carelessly gave
new currency to his predecessors’ mistakes and even added a few items
to the circulation of false information.

The present book endeavors to correct the defects and the short-
comings of earlier works, to give an accurate account of the organiza-
tion and the management of the Medici Bank, to examine the nature
of its business, and to investigate the causes of its decay under the dis-
astrous administration of Lorenzo the Magnificent. Briefly, this study
is an attempt to show how the wheels turned around in the business
world of the Renaissance. The method used is the same as that which
would be used in the analysis of the structure, the policies, and the
history of a modern business concern—be it Macy’s department store,
the Pabst Brewing Company, the Burlington Railroad, or the Standard
Oil.

This study is based mainly on the business records of the Medici
Bank: partnership agreements, correspondence, and account books.
The extant material is unfortunately fragmentary; for example, no
balance sheets have survived. Only a few pages of some of the account
books have escaped destruction by a frenzied mob. However, the his-
torian, like the archaeologist, is sometimes able to reconstruct an edifice
by piecing together small fragments. Some of the correspondence
between the main office and the branches has been published by
Armand Grunzweig in his Correspondance de la filiale de Bruges des
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Medici. The first volume appeared in 1931, but the scholarly world is
still awaiting the publication of the second. After writing to M. Grun-
zweig it became clear to me that this publication had been postponed
sine die. I decided, therefore, to go ahead with my own work, although
the second volume might have added new information.

Of the account books, I have used chiefly the extant fragment of
the ledger of the Bruges branch for the year 1441 which I photographed
in the summer of 1938 during a brief stay in Florehce. The project
upon which I was then working required me to spend most of my
time in the Datini Archives in Prato, so that I was unable to take
pictures of the other account books. Sieveking describes a ledger of the
main office for 1460 but he lists only the names of some of the prin-
cipal correspondents and the titles of some of the impersonal accounts.
Such information is of little value. It is only by analyzing specific
entries or, preferably, related entries that account books yield useful
information. An analysis of some of the entries in the Bruges ledger is
given in the appendixes.

This book is dedicated to Professor N. S. B. Gras of Harvard Uni-
versity. Before I became his student, I had done some work on the
history of accounting and I was familiar with medieval methods of
bookkeeping. It was Professor Gras who broadened my horizon and
who taught me how to apply this knowledge and how to use account-
ing as a tool rather than as an end in itself.

Without the generous aid of the Belgian Fonds National de la
Recherche Scientifique, which gave me a grant to do research in Italy,
this study would have been impossible. I am especially indebted to
Professor Francois L. Ganshof of the University of Ghent and to the
late and much regretted scholar, Henri Laurent, who very kindly
sponsored my application for a grant-in-aid. I must also mention the
Director of the Archivio di Stato in Florence who made the necessary
arrangements for me to photograph one Medici account book and other
material under the supervision of a member of his staff.

With the exception of the appendixes and a few pages of revised
text, this book is a reprint of a series of three articles which were pub-
lished in The Journal of Economic History. 1 am grateful to one of
the editors of this journal, Professor Frederic C. Lane of the Johns
Hopkins University, who not only accepted the manuscript for pub-
lication but made many valuable suggestions for its improvement.
I am especially thankful that he made me rewrite an obscure crucial
passage until it was clear. I wish to thank Professor Armando Sapori
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of the University of Florence, who kindly made a special trip to the
Archives to decipher a few words in an account which I had vainly
tried to read from the microfilm in my possession. I appreciate the
thoughtfulness of Professor Emeritus Ferdinand Schevill and my
friend, Robert S. Lopez of Yale University, who called my attention
to errors in the version which was published in The Journal of
Economic History.

My deepest obligation is to my wife, Florence Edler de Roover, who
is a scholar in her own right. I have greatly benefited from her knowl-
edge of Italian history and her acquaintance with sources and bibliog-
raphy. It was she who persuaded me to photograph the secret account
book of Francesco Sassetti which had not impressed me as being of any
interest but which turned out to be a document of the greatest value.
Mrs. de Roover has constantly assisted me with her advice and criticism
in the preparation of this study. I am indebted to her in so many ways
that she should have signed this book with me. She has refused to do so
but has allowed me to state that she is the sole author of Appendix IX
which deals with Francesco Sassetti’s portrait in the Bache Collection
of the Metropolitan Museum.

I also wish to acknowledge the aid which I have received from New
York University Press, especially from Miss Jean B. Barr and Miss
Dorothy Beck, who have prepared the manuscript for the printer,
secured better photographs for the illustrations than those I possessed,
and helped make the Index.

Aurora-on-Cayuga Raymonp pE Roover
January 1o, 1948

Xv






qgavf 1

ORGANIZATION AND MANAGEMENT

8§1. The Florentine Banking System

! I 'HE organization of a commercial firm or a corporation is usually

determined by the nature of its business. We must, therefore, know
the meaning of the word “bank” which appears in the title of this study.
Today this word has a variety of meanings. There are ail sorts of banks:
central banks, commercial banks, member banks, and so forth. In the
fifteenth century, there were not so many kinds of credit institutions.
But still the word “bank” had more than one meaning. What kind of
bank was the Medici bank ?

In Florence, in the fifteenth century, there were three or four differ-
ent credit institutions called banks in Italian: banchi di pegno, banchi
a minuto, banchi in mercato, and banchi grossi. The first were pawn-
shops, operating under a public license which permitted the pawnbrok-
ers to make loans secured by pledges of personal property at a legal rate
of four pence per pound a month or 20 per cent a year. This was not
a high rate of interest when we consider that today in several states of
the Union the legal rate for small loans is 36 per cent per annum. The
Medici bank was certainly not a pawnshop and did not specialize in
consumers’ credit to the poorer classes of Florence. There is presumably
no direct connection, as has been supposed, between the red roundels
or torteaux of the Medici coat of arms and the three balls which became
the characteristic sign of pawnshops.!

Besides the pawnshops or banchi di pegno, there existed in Florence

1 The origin of the Medici coat of arms is as obscure as that of the Medici family. Roundels
are a common charge, not only in Italian but also in French and English heraldry. According to
one theory, the armorial bearings of the Medici are canting arms or armes parlantes, and the
torteaux or red balls supposedly represent pills, because medici in Italian means “physicians.”
The historian G. F. Young regards this whole story as a fable—T#%e Medici, chap. iii, n. 2. He is
probably right. A more plausible explanation is that the Medici adopted the roundels because
they were the symbol of the banker’s trade and of the guild to which they belonged. The coat
of arms of the Florentine money-changers’ guild, Arte del Cambio, was a red shield sown with
bezants or gold roundels. The Medici used red roundels instead of gold ones. The pawnbrokers
eventually adopted the gold roundels or balls as the sign of their trade, since those symbols were
associated in the public mind with money lending and credit—Raymond de Roover, *“The

Three Golden Balls of the Pawnbrokers,” Bulletin of the Business Historical Society, XX (1946),
117-24. See esp. illustrations on p. 123.
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banchi a minuto or “retail banks.” There is as yet little exact informa-
tion available concerning the activities of these banchi a minuto. Fran-
cesco di Giuliano de’ Medici, a distant cousin of the historic Medici,
was connected with two different banks of this type from 1476 to 1491.
From the extant account books of these banks it appears that the busi-
ness of a banco a minuto consisted chiefly in the sale of jewelry on
credit, according to an installment plan. Loans secured by jewels were
also made. Dealings in bullion and money changing were apparently
also part of the bank’s activities. Only time deposits, on which interest
was paid at 9 or 10 per cent, were accepted by the banks in which
Francesco di Giuliano was a partner; their ledgers do not contain any
accounts relating to deposits “payable on demand.” Neither do the
journals contain any book transfers, such as are found by the thousands
in the books of the Genoese banks and of the Bruges money-changers.
Consequently, a banco a minuto was not a deposit bank. There may be
some question whether such a business should be considered as a bank
at all. Francesco de’ Medici, however, refers to himself and his partners
sometimes as banchieri and sometimes as zavolier:.

A third group of banks, called banchi in mercato by some of the
Florentine chroniclers, is probably the same as the banchi aperti men-
tioned in the statutes of the Arte del Cambio, the money-changers’
guild. Their business was done “in the open” or in the public market
places of Florence, the Mercato Vecchio and the Mercato Nuovo. The
owners of these banks were designated as cambiatori (money-changers)
or as zavolier: because they did business sitting behind a table (zavola)
covered with a cloth (zappeto), a journal open in front of them and a
money pouch (zasca) within reach. By statute the money-changers were
required to make transfers in their books in the presence of their cus-
tomers. As checks were as yet unknown, transfer orders were given by
word of mouth and were written immediately in the banker’s books.
The guild regulations therefore suggest that the banchi in mercato
were the transfer and deposit banks of Florence.®

The business of the Florentine banchi in mercato was similar to that

21 owe this information to my wife Florence Edler de Roover, who is writing a biography,
“Francesco di Giuliano de’ Medici (1450-1528), Business Man of Florence.” Her book is
based upon the Selfridge Collection of Medici MSS, on deposit in Baker Library, Harvard
Graduate School of Business Administration.

3 The structure of the Florentine banking system will be more fully described by A. P. Usher
when he publishes the second volume of his Early History of Deposit Banking in Mediterrancan
Europe. The first volume appeared as Vol. LXXV of the Harvard Economic Studies (Cam-

bridge, 1943). Mr. Usher is in possession of much material on the Florentine banks. Scholars
await with interest the results of his research.
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of the Venetian banchi di scritta, the Genoese Bank of St. George, and
the private transfer banks in Barcelona, Bruges, and other commercial
centers. As elsewhere, bank failures were not infrequent in Florence.
In 1516, there were only three banchi in mercato left. One of them, the
Da Panzano bank, failed on December 29, 1520.* Six years later, when
the Imperial troops threatened to besiege Florence, coin became so
scarce that the banks suspended specie payments. It is possible that they
had been forced to create credit against government loans.” At any rate,
bank money began to depreciate and the agio on specie soon rose from
one half of 1 per cent to 6 per cent. Giovanni Cambi in his chronicle
observes that such a thing was a novelty in Florence.®

The historic Medici were neither money-changers nor goldsmiths.
Their bank was one of those banchi grossi or “great banks” which did
business “inside” (dentro). The office or scrittoio of the bank was in the
Medici palace. These banchi grossi are mentioned with pride by the
Florentine chroniclers as one of the main sources of their city’s wealth
and power. According to the fifteenth-century chronicler Benedetto
Dei, there were thirty-three of these banks in 1469 and “they dealt in
merchandise and exchange in all parts of the world, wherever there
were exchanges or traffic in money.”* Consequently, the Florentine
bankers were traders as well as bankers. They combined foreign trade
and dealings in exchange—not petty exchange of foreign for domestic
coins, but trade in bills of exchange (cambium per literas). To most
bankers it was less important than the trade in commodities. Even the
Medici, the most prominent firm of merchant bankers in Florence, em-
phasized trade rather than banking. In 1464, Tommaso Portinari, one
of the Medici branch managers, made the statement that “the founda-
tion of the firm’s business rests on trade in which most of the capital is
employed.” ®

In Florence, as in other Medieval centers—Bruges for example—there

% Giovanni Cambi, Istorie, IIl, in Delizie degli eruditi toscani (Florence, 1786), XXII, 100,
I7g.;&s was done by the Venetian banks during the war against the Turks.—Frederic C. Lane,
“Venetian Bankers, 1496-1533; A Study in the Early Stages of Deposit Banking,” The Journal
of Political Economy, XLV (1937), 205.

6 Cambi, Istorie, 111, 299.

7“E chambiano e fanno merchantia per tutti i luoghi del mondo, 13 ove chorrono e chambi
e danaro.”—Giovanni Francesco Pagnini, Della decima e di varie altre gravezze imposte dal

Comune di Firenze, della moneta ¢ della mercatura dei Fiorentini fino al secolo XVI (Lisbon-
Lucca, 177), II, 275 f.

8Armand Grunzweig, Correspondance de la filiale de Bruges des Medici, Part 1 (Brussels,

1931), pp. 129, 131. This is henceforth cited with abbreviated title and page reference only, as
Part II has not yet appeared.
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was a sharp cleavage between the merchant bankers, whose business
interests were international in scope, and the less important cambiator:
or money-changers, who specialized in local banking. However, all
bankers or zavolieri, great or small, were required to be members of the
Arte del Cambio.” On the other hand, the pawnbrokers, who were con-
sidered as “manifest usurers,” were ipso facto excluded from member-
ship in the guild.

Not all Medieval merchants were merchant bankers. A large capital
and extensive connections were needed in order to engage successfully
in foreign banking. A merchant like Andrea Barbarigo, whose career
was recently sketched by Frederic C. Lane, had neither the financial re-
sources nor the connections to set up an international banking business.
Such an organization could hardly be built up in one generation. When
in 1429 Cosimo succeded his father Giovanni di Bicci, the Medici bank-
ing house was already a prospering concern with branches in Venice
and in corte di papa, at the papal court.’ The origins of the family
could be traced further back in the records of the Calimala and Cambio
guilds. However, the period of rapid expansion came during the life-
time of Cosimo. New branches were established in Pisa, Milan, Geneva
(moved to Lyons in 1466), Avignon, Bruges, and London. Wherever
the Medici had no branch of their own, they had correspondents or
agents who would accept or collect the bills of exchange drawn or re-
mitted by their principals. So the Medici were represented by the firm
of Filippo Strozzi and Co. in Naples, by Piero del Fede and Co. in
Valencia, by Nicolaio d’Ameleto and Antonio Bonafe in Bologna, by
Filippo and Federigo Centurioni in Genoa, by Gherardo Bueri—a close
relative of Cosimo—in Liibeck, and so forth.'* All those business firms
were Italian and most of them were Florentine. Occasionally the Medici
would be represented by a native merchant, as in Cologne where their

9 The theory of Saverio La Sorsa, L’Organizzazione dei cambiatori fiorentini (Ceri, 1904),
p. 15, that the merchant bankers were not members of the Arte del Cambio, but only of the
Calimala and wool guilds is untrue. Averardo de’ Medici was a consul of the Arte del Cambio
in 1419. Cosimo de’ Medici is listed as a member in 1423. Cf. Heinrich Sieveking, Die Hand-
lungsbiicher der Medici (Sitzungsberichte der Kais. Akademie der Wissenschaften in Wien,
Philosophisch-historische Klasse, No. CLI, Vienna, 1905), pp. 4 f.

10 Heinrich Sieveking, Aus Genueser Rechnungs- und Steuerbiichern (Sitzungsberichte der
Kais. Akademie der Wissenschaften in Wien, Philosophisch-historische Klasse, No. CLXII,
Vienna, 1909), pp. 96 f.; Alberto Ceccherelli, I Libri di mercatura della Banca Medici e l'ap-
plicazione della partita doppia a Firenze nel secolo decimo quarto (Florence, 1913), p. 43.

11 Curt S. Gutkind, Cosimo de’ Medici, Pater Patriae, 1389-1464 (Oxford: The Clarendon
Press, 1938), p. 192, says erroneously that Edoardo Bueri, brother of Gherardo, was a partner

in a Flemish banking house called “de Wale.” Wale in the Low German of the Middle Ages was

simply a designation applied to any person of Latin, French, or Italian origin. “Eduardus de
Boeris de Wale” means “Edward Bueri, the Italian.”
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representative was a German named Abel Kalthoff. Cosimo de’ Medici
did not confine his activity solely to international banking and foreign
trade. He had interests also in wool and silk manufacturing, the two
principal industries of Florence.

§2.. The Structure of the Medic: Firm

From a legal and structural point of view it is possible to classify the
Florentine banking firms according to two different types: those with a
centralized, and those with a decentralized, form of organization. The
first type was more popular in the thirteenth and fourteenth centuries
and was adopted by the Peruzzi, the Bardi, and the Acciaiuoli com-
panies. The failure of these companies explains, perhaps, why this type
declined in popularity and gave way to the second type, of which the
Medici firm is the best example.

The essential feature of the form of organization exemplified by the
Bardi and the Peruzzi companies is that there was only one partnership.
It owned the home office in Florence and all the branches abroad. The
latter were managed by factors, that is, by agents who received salaries
“for the donation of their time” (per dono del tempo ). The head of the
firm decided whether they ought to be promoted, transferred, retained,
or dismissed. Sometimes a partner went abroad in order to serve the
company in the capacity of branch manager. In such a case he received
a regular salary in addition to the share in the profits to which he was
entitled as a partner.'? A conspicuous example is that of the Florentine
chronicler Giovanni Villani, who was a partner in the Peruzzi company
and for a time took charge of their office in Bruges."

The capital of the Peruzzi and Bardi companies was divided into
shares. In 1331, the capital of the Bardi company was made up of fifty-
eight shares: six members of the family held thirty-six and three-quar-
ters shares; the remaining twenty-one and one-quarter shares were
owned by five outsiders.' In 1312, the Peruzzi company had a capital
of £116,000 2 fiorino or Fl. 80,000 shared by eight members of the

121 Libri di commercio dei Peruzzi, ed. Armando Sapori (Milan, 1934), pp. 304, 378, and
passim. Cf. Armando Sapori, “Il personale delle compagnie mercantili del medio evo.” Archi-
vio storico #taliano, Series 7, XXXII (1939), 121—51; idem, “Storia interna della compagnia
mercantile dei Peruzzi,” reprinted from Archivio storico italiano, Series 7, XXII (1934), 13,
n. 3. Both articles have been reprinted in a volume of collected essays, Armando Sapori, Stud:
di storia economica medievale (2d ed.; Florence: Sansoni, 1946).

13 Robert Davidsohn, Forschungen zur Geschichte von Florenz, III (Berlin, 1901), 96, No.
502.

1t Armando Sapori, La Crisi delle compagnie mercantili dei Bardi e dei Peruzzi (Florence,
1926), p. 249.

5



Peruzzi family and nine outsiders. In 1331, the outsiders gained control
by owning more than half of the capital.’®

In theory, all partners residing in Florence had a voice in the manage-
ment. In practice, however, the partners accepted the leadership of one
of them. The leading partner inspired enough confidence so that his de-
cisions were usually approved without question. The trouble with this
arrangement was that if the leader died there was often no one to take
his place. In case of difficulties and losses, quarrels among the partners
about policy were likely to make matters worse. Discord among the
partners seems to have contributed a great deal to the downfall of
the bank of Orlando Bonsignori, a Sienese partnership, and to have
played a considerable part in the failure of the Bardi and the Peruzzi
companies.'®

In contrast with these two companies, the Medici banking house was
not one partnership but a combination of partnerships. A separate part-
nership was formed for each of the Medici enterprises: the “bank™ or
home office in Florence, the branches abroad, and the three industrial
establishments in Florence. Each partnership was a separate legal entity
or ragione and had its own style, its own capital, and its own books.
The different branches dealt with each other on the same basis as with
outsiders. One branch charged commission to another branch as if both
had been parts of different organizations."

The branch managers were not simply factors or employees, as in the
case of the Peruzzi, but junior partners who, instead of a salary, received
a share of the profits. These managers could not be dismissed, but they
could be removed from office by prematurely terminating the partner-
ship, which, according to the articles of association, the Medici had
always the right to do.'® The branch managers had the title “governor”
(governatore), whereas the Medici were called “seniors” (maggiori).
The use of these terms indicates sufficiently that branch managers had
the right to make managerial decisions, but that the Medici who was
the head of the firm had the final say in all matters of policy.

In studying the organization of the Medici banking house, one can-

156 For more details, see Sapori, “Storia interna,” pp. 20—23.

16 Mario Chiaudano, “I Rothschild del Duecento; la Gran Tavola di Orlando Bonsignori,”
reprinted from Bullettino Senese di storia patria, New Series, VI (1935), 17.

17 Clement Bauer, Unternehmung und Unternehmungsformen im Spitmittelalter und in der
beginnenden Neuzeit (Jena, 1936), p. 143.

18 A clause to this effect is inserted both in the partnership agreement of July 25, 1455, re-
lating to the Bruges branch and in that of May 31, 1446, relating to the London branch.—

Grunzweig, Correspondance, pp. 54, 60; Lewis Einstein, The Italian Renaissance in England;
Studies (New York: Columbia University Press, 1902), p. 243.
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not fail to notice how closely it resembles that of a holding company.
The comparison is valid in more than one respect. The Medici con-
trolled the subsidiary partnerships by owning at least 50 per cent of the
capital. Besides, there were other means of retaining control. As we
shall see below, the partnership agreements carefully circumscribed
the powers which were granted to the junior or managing partners.
The Medici were also careful to stipulate that they retained the owner-
ship of their trade-mark after the dissolution of a partnership. There
was good will attached to their name. This advantage would be lost
if they chose to withdraw, as the ambitious Portinari was to learn to his
detriment after he broke with the Medici.'® Today, ownership of stock
is not the only means of retaining control. There are trade-marks,
patent pools, limited voting rights, interlocking directorates, and other
devices.

A lawsuit which was tried before the municipal court of Bruges, in
1455, throws much light on the structure of the Medici business organi-
zation. In this case, a Milanese, Damiano Ruffini, brought suit against
Tommaso Portinari, as acting manager of the Medici branch in Bruges,
for defective packing of nine bales of wool bought by the plaintiff from
the Medici branch in London. The defendant pointed out that the bales
never belonged to the Bruges branch and that the plaintiff should sue
the London branch. To this argument the latter replied that “the Medici
branch in Bruges and the one in London were all one company and
had the same master.” Thereupon, Portinari testified under oath that
the two branches were separate partnerships, that the bales of wool had
been sold to the plaintiff by the London partnership, and that the
Bruges partnership had nothing to do with the sale and should be re-
lieved from all responsibility. The court in its decision dismissed the
claim presented by the plaintiff but upheld his right to sue Simone
Nori, at that time the manager of the London branch.?® A similar issue
would be raised if a person brought suit in any American court against
the Standard Oil of New Jersey for defective merchandise received
from the Standard Oil of New York and based his case upon the argu-
ment that all Standard Oil companies were controlled by the Rocke-
fellers! Of course, nobody could reasonably expect to win such a law-
suit. But the Ruffini v. Portinari case goes back to the fifteenth century.
At that time commercial law was in an earlier stage of develop-

19 Grunzweig, Correspondance, pp. xxxv. fi.
20 Damiano Ruffini v. Tommaso Portinari, Bruges, July 30, 1455, Louis Gilliodts-van Sev-
eren, Cartulaire de VEstaple, 11 (Bruges, 1905), 36 f., No. 958.

7



ment, and there were presumably no well-established precedents on the
issue at stake.

According to a statement prepared for the catasto or Florentine
property tax in 1458, Cosimo de’ Medici was a partner in eleven differ-
ent enterprises: (1) the “bank” or parent company in Florence man-
aged by Francesco Ingherami; (2) a cloth-manufacturing concern or
bottega d’arte di lana managed by Andrea Giuntini; (3) another
cloth-manufacturing concern managed by Antonio di Taddeo; (4) a
silk-manufacturing concern managed by Francesco Berlinghieri and
Jacopo Tanagli; (5) the branch in Venice managed by Alessandro
Martelli; (6) the branch in Bruges managed by Angelo or Agnolo
Tani; (7) the branch in London managed by Simone Nori; (8) the
branch in Geneva, styled Amerigo Benci and Francesco Sassetti, man-
aged by Amerigo Benci; (g) the branch in Avignon, styled Francesco
Sassetti and Giovanni Zampini, managed by Francesco Baldovini;
(10) the branch in Milan managed by Pigello Portinari; (11) a part-
nership between Cosimo de’ Medici and Francesco di Nerone, which
was in the process of liquidation. Concerning the branch in Rome, it is
stated that Cosimo had no share in the capital, but he probably had
some money invested iz deposito. Apparently, the capital of the branch
in Rome was supplied by Cosimo’s sons, since the partnership was
styled “Piero e Giovanni de’ Medici e compagni.” In 1458, the managers
of the branch in Rome were Roberto Martelli and Lionardo Vernacci.
Perhaps it should be emphasized that the name of Medici did not ap-
pear in the style of the branches in Avignon and Geneva, although
Cosimo owned half or more of the capital.*

Even though Cosimo de’ Medici was a man full of energy and en-
dowed with unusual managerial ability, he could not possibly manage
and supervise everything. Of necessity, he had to delegate power and
to rely upon his subordinates. Because of the distance and the slowness
of communications, branch managers abroad had to be given a free
hand within the frame of the partnership agreement and the instruc-
tions with which they had been provided. But what about the “bank”
and the wool and silk shops located right in Florence? Even there the
head of the firm did not concern himself with details. Whether a par-
ticular piece of cloth should be dyed yellow, red, or perhaps purple was
a matter for the responsible manager to decide. Cosimo could not be

21 Sieveking, Handlungsbiicher der Medici, p. o; cf. idem, Aus Genueser Rechnungs- und
Steuerbiichern, p. 101.
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bothered with such minor administrative problems. Those were settled
by the managers or even by factors or discepoli (clerks).

The surviving business records convey the impression that the head
of the Medici firm confined himself to making important decisions and
to laying down the rules which the managers of the subsidiary partner-
ships were expected to follow. Cosimo knew how to pick able managers
and he kept them well in hand.** He insisted that his directions be
obeyed to the letter. His prestige was such that nobody dared to disre-
gard his orders. The Bruges manager, Angelo Tani, once incurred
Cosimo’s wrath by dealing with the Italian firm of pawnbrokers of
Bruges and by making an unfavorable settlement after it had failed.
Upon learning about these transactions, Cosimo was so incensed that he
threatened to terminate the partnership and would have done so if his
advisers had not interceded for Tani, who was, after all, an able and
cautious manager.” For some reason or other, Cosimo distrusted the
brilliant, ambitious, and venturesome Tommaso Portinari, then assistant
manager of the Bruges branch. He remained a factor until after Cosi-
mo’s death, when he was finally admitted as a partner.* Later events
showed that Cosimo was right in keeping Portinari on a leash. When
given authority, he involved the Medici in heavy losses by making ex-
cessive loans to Charles the Bold, Duke of Burgundy and ruler of the
Low Countries. Portinari himself died in poverty as a result of his
mistakes.

Cosimo’s successors, Piero and Lorenzo, relaxed their grip on the
branch managers. They were given much more leeway than in the life-
time of Cosimo. The results of this change in policy were ultimately
disastrous to the prosperity of the Medici banking house.

Historians who have written on the history of Florence or of the
Medici have in general overlooked the importance of the role which the
manager of the “bank” or main office in Florence played in the admin-
istration of all the Medici interests. It appears from the surviving records
that his functions were similar to those of the general manager in a
modern corporation. During the lifetime of Cosimo, the junior partner

22 Gutkind, Cosimo, p. 172. This book on Cosimo contains a few pointed remarks, but it

must be used with great caution because of many misstatements of fact and errors in interpre-
tation.

28Armand Grunzweig, “La Correspondance de la filiale brugeoise des Medici,” Revue belge
de philologie et d’histoire, VI (192%), 725—40.

24 Cosimo de’ Medici died on August 1, 1464. Portinari became a junior partner and governor

of the Bruges bank when the partnership agreement was renewed on August 6, 1465.—Grun-
zweig, Correspondance, p. xvii.
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and manager of the banco or main office in Florence was Francesco
Ingherami. Either before or, more likely, shortly after Cosimo’s death,
he retired and was replaced by Francesco Sassetti who became the close
business adviser of Piero de’ Medici and his son, Lorenzo the Magnifi-
cent. Francesco Sassetti had a brilliant record, first as a factor in Avig-
non and then as junior partner and manager of that branch. Some time
before 1453 he was transferred from Avignon to Geneva, but he con-
tinued to own a share in the Avignon establishment, presumably as an
investing partner. In 1458, Sassetti came to Florence and never returned
to his post in Geneva. Because of his outstanding performance as a
branch manager, he was probably called upon to assist the aging Fran-
cesco Ingherami in the discharge of his duties. At any rate Sassetti
gained the confidence of Piero and increased his influence still more
under the administration of Lorenzo. From Piero onward, nothing was
done without Sassetti’s advice.”

It was the duty of Francesco Sassetti to examine the reports of the
branch managers, to prepare their instructions, to audit the balance
sheets of the different branches, to discuss problems with the branch
managers when they came to Florence, and to report all matters of
major importance to the head of the banking house.”® Cosimo, as long
as he lived, took an active part in the management and did not rely
exclusively on the judgment of his advisers. Piero de’ Medici, during his
short administration, tried to do as much as the poor state of his health
permitted. Lorenzo, however, leaned heavily on Sassetti because he was
more interested in politics, diplomacy, art, and literature than in busi-
ness affairs. As those interests absorbed most of Lorenzo’s time, Sassetti
ceased to receive any guidance through frequent conferences with his
master. Probably business decisions were not so carefully weighed as
they had been in Cosimo’s time.

It is likely that as Sassetti grew older he became the victim of his van-
ity and self-confidence. Lorenzo’s example was apparently contagious,
and Sassetti, too, became lax in the discharge of his duties. He probably
enjoyed the company of witty humanists more than the reading of dull
business reports and the painstaking analysis of uninspiring balance
sheets. As a result, the mismanagement of Lionetto de’ Rossi, the “gov-

25 For more details, see Florence Edler de Roover, “Francesco Sassetti and the Downfall of
the Medici Banking House,” Bulletin of the Business Historical Society, XVII (1943), 65-80.

26 That these were Sassetti’s responsibilities is brought out by the letters and the reports of
the Bruges branch to the main office in Florence.—Grunzweig, Correspondance, pp. 101, 119,
123. Cf. A. Warburg, “Francesco Sassettis letztwillige Verfiigung,” Gesammelte Schriften, 1
(Leipzig: B. G. Teubner, 1932), 130.
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ernor” of the Lyons branch, was not discovered until it was too late to
apply effective remedies. If Sassetti had examined the balance sheets
with greater care, all sorts of irregularities would not have escaped his
attention. He could hardly have failed to notice that the profits of the
Lyons branch were grossly overstated, because no adequate provision
had been made for bad debts. With regard to the Bruges branch, Sas-
setti also followed a mistaken policy; he is probably responsible for the
recall of Angelo Tani and the appointment in his stead of Tommaso
Portinari as manager. When these two disagreed on matters of policy,
Sassetti invariably sided with Portinari and overruled Tani, who in vain
urged caution and tried to apply the brakes.* Instead, Sassetti was in-
strumental in giving Portinari more and more freedom with each re-
newal of the partnership agreement.”® Ultimately this policy had dis-
astrous results.

The fall of the Medici bank engulfed also the fortune of Francesco
Sassetti.”® In Lorenzo’s family records Sassetti is given significantly the
title “our minister” (nostro ministro), that is to say, “our principal
executive.” ®® It is probable that the supervision of the subsidiaries in
Italy and beyond the Alps required considerable attention, so that Fran-
cesco Sassetti and his predecessor Francesco Ingherami could devote
little time to the management of the banco or main office in Florence.
They were aided in this task in 1458 by two assistant managers whose
names were Giovanni Benci and Tommaso Lapi. The records disclose
very little about their duties, but these two men had the power to make
out bills of exchange and to obligate the firm.** The clerical work
which involved little responsibility was entrusted to clerks called dz-
scepoli. These discepoli could not expect any promotion, since executives
and branch managers were chosen exclusively from the factors who had
been trained for business in one of the branches and knew something
about conditions abroad. Sassetti, for example, started his career as a
factor in Avignon. Giovanni Benci had probably been in England for

27 A, Warburg, “Flandrische Kunst und florentinische Friihrenaissance,” Gesammelte
Schriften, 1, 375, gives an excellent example of Sassetti’s partality.

28 Sieveking, Handlungsbiicher der Medici, pp. 48-53.

29 His last descendants were two brothers. One went to the East Indies in order to retrieve the
family fortune. He succeeded in accumulating considerable wealth but died in 1588 of tropical
disease. The other sought escape from poverty in writing the history of his family and stressing
its antiquity, nobility, and past wealth. It is to him that we owe the story of Francesco Sassetti’s
rise and fall—Warburg, “Francesco Sassettis letztwillige Verfiigung,” Gesammelte Schriften,
b 31(? %i’illiam Roscoe, The Life of Lorenzo de’ Medici (oth ed.; London, 1847), Appendix x,

p. 425.
31 Sieveking, Handlungsbiicher der Medici, pp. 22 f.
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a number of years before he was called to an important post in the cen-
tral administration.** Promotions were sometimes slow. Tommaso Por-
tinari was forty years old before he became a branch manager and had
served the firm for more than twenty-five years as a factor in Bruges.**
-In 1478, at the time of the Pazzi conspiracy, one of the assistant man-
agers was apparently Francesco di Antonio Nori, who was slain in the
fray that followed the murder of Giuliano di Piero de’ Medici, Loren-
zo’s brother, during High Mass in the cathedral of Santa Maria del
Fiore (April 26, 1478). According to Sassetti’s private account book,
Francesco Nori had been the manager of the Geneva and Lyons branch
until 1468, when he was expelled from France for incurring the dis-
pleasure of Louis XI.

§3. The Central Administration and the Branches

The relations between the main office and the branches outside
Florence can be studied from the partnership agreements concluded
between the Medici and their branch managers, from the written in-
structions with which the latter were provided upon leaving Florence,
and from the correspondence exchanged between the main office and
the branches. Branch managers usually came to Florence every two or
three years in order to report on business conditions and administrative
problems. During these visits branch managers were given oral instruc-
tions and they conferred frequently with the maggiori, or senior part-
ners, and with the general manager.** Unfortunately no minutes of
these meetings were kept. All we know is that they took place and that
important decisions were often reached after informal discussion of
managerial problems.

Partnership agreements are documents of fundamental importance
because they determine not only the division of capital and profits, but
also the obligations of the partners toward each other. According to the
Medici partnership agreements the senior partners retained all the

32 This statement is based on the fact that Benci was a partner of the Medici company in
London.—Einstein, Italian Renaissance, p. 242. Former branch managers usually were retained
as partners; for example, Angelo Tani, who had been the branch manager in Bruges from
1455 to 1465, still had a share in the capital of this branch when it was liquidated in 1481.—
Grunzweig, Correspondance, p. Xxxiv.

33 He was about twelve years old when he came to Bruges in 1437 as a giovane or office boy.
At that time the Bruges branch was managed by his cousin Bernardo Portinari, a son of Gio-
vanni Portinari, who was in charge of the Medici branch in Venice from 1418 to 1430 or
thereabouts.—Grunzweig, Correspondance, p. xiii. The Portinari were descended from a brother
of the Beatrice made famous by Dante in his Divine Comedy.

84 Portinari to Cosimo de’ Medici, March 28, 1464, and May 14, 1464.—Grunzweig, Corres-
pondance, pp. 110, 130. )
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power, but the junior partner assumed all the burden of managing the
common undertaking. All his actions were subject to the approval of
the senior partners who had the right to terminate the partnership at
any time, if they were displeased. The main purpose of the articles of
association was to define the duties of the managing partner and to
restrict his powers. Let us take as an example the partnership agree-
ment of July 25, 1455, concerning the Bruges subsidiary of the Medici
bank.*®

There were three parties to this contract: (1) Piero and Giovanni de’
Medici, the two sons of Cosimo, who was still living, and Pierfrancesco
de’ Medici, the son of Lorenzo, Cosimo’s deceased brother; (2) Gie-
rozzo de’ Pigli, the former manager; (3) Angelo Tani, the new mana-
ger. Although Cosimo himself is not mentioned in the contract, we
should remember that appearances are sometimes deceiving. As pater
familias, he was the real power behind his sons and his nephew. Gie-
rozzo de’ Pigli was not merely a dormant partner; he was consulted in
certain cases by Cosimo de’ Medici, who was de facto, if not de jure, the
senior partner. Angelo Tani, the junior partner, was to assume the
“government” of the company for four years beginning March 25, 1456,
and ending March 24, 1460 (N.S.). The purpose of the company or
partnership was to trade “in exchange and merchandise in the city of
Bruges in Flanders.”

According to article one, the style of the company was to be “Piero
di Cosimo de’ Medici, Gierozzo de’ Pigli and Co.” The capital was set at
£ 3,000 groat, Flemish money, to be supplied as follows: £1,900 groat
or more than half by the senior partners, members of the Medici fam-
ily; £600 groat by Gierozzo de’ Pigli; and £500 groat by Angelo Tani
(art. 2). Next it was stipulated that the profits were to be divided in the
proportion of 12s. to the pound or 60 per cent to the Medici, 4s. to the
pound or 20 per cent to Gierozzo de’ Pigli, and 4s. to the pound or 20
per cent to Angelo Tani. The latter, who supplied only one sixth of the
capital, received one fifth of the profits. It was customary to give the
manager a larger share of the profits both as a reward for his services
and as an inducement to make profits. No capital or profits could be
taken out of the company during the duration of the contract with the
exception that Tani, the junior partner, was allowed to withdraw £20
groat a year for his living expenses. Losses, “may God forbid,” were to
be shared in the same proportion as the profits (art. 3).

85 The Italian text of this partnership agreement was published with a summary in French by
Grunzweig (Correspondance, pp. 53-63) and republished without any summary by Gutkind
(Cosimo, pp. 308-12).

14



ANGELO DI JACOPO TANI, MANAGER OF THE BRUGES BRANCH,
AND HIS WIFE, CATERINA TANAGLI
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The contract required that Tani reside in Bruges and confine his ac-
tivities “to lawful trade and to licit and honorable exchange transac-
tions” in accordance with instructions given by the Medici and Gierozzo
de’ Pigli (art. 2).*® Tani was allowed, however, to visit the fairs of Ant-
werp and Bergen-op-Zoom and to make business trips to London,
Calais, or Middelburg, if necessary (art. 12).*

86 The phrase “licit and honorable exchange transactions” obviously refers to exchange trans-
actions which were permissible according to the church.

87 The fairs of Antwerp and Bergen-op-Zoom grew steadily in importance during the fif-
teenth century. These fairs were regularly attended by the manager of the Medici branch in
Bruges or by members of his staff.—Grunzweig, Correspondance, pp. 135 f. Bergen-op-Zoom,
not to be confused with Bergen in Norway or Bergen (Flemish for Mons) in Hainaut, is a
Dutch town on the Scheldt estuary some twenty miles north of Antwerp. I wonder where Gut-
kind found support for the statement (Cosimo, p. 191) that the Medici had a branch or
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Tani had permission to extend credit and to deliver money by ex-
change to merchants and artificers only. Even then he was to consider
their credit standing and reputation. Loans to princes were consequently
ruled out, a point which should be kept in mind in view of later devel-
opments. Under no conditions was the branch manager allowed to sell
foreign exchange on credit to lords spiritual or temporal. In other
words he could not issue letters of credit either on Rome or on any
other place, unless they had been paid for in advance. Any violation of
these rules was subject to a penalty of £25 groat for each offense (art.
4). The contract further forbade Tani to make any commitments for
other merchants (for instance, to stand surety) or to send goods on con-
signment to other than Medici companies (art. 5). Tani also promised
that he would do no business for himself, either directly or indirectly,
whether in Bruges or elsewhere. Any breach of this promise entailed a
heavy penalty of £50 groat and confiscation of the profits for the bene-
fit of the partnership. Should there be losses, then Tani would have to
bear those himself (art. 6).

Every year the senior partners were to receive a copy of the balance
sheet as of March 24, the last day of the year according to the style of
the Incarnation. However, Tani was bound to supply a copy of the
balance sheet at any time, if so requested by the senior partners. At the
end of the contract, he could be called to Florence in order to report in
person on his management and to help expedite the final settlement of
accounts (art. 8). As we know from the correspondence, these provi-
sions were actually carried out. Each year on March 24, the bookkeeper
of the Bruges branch closed the books and drew up the balance sheet.
A copy of the latter was sent at the first opportunity to Francesco Ing-
herami, or later to Francesco Sassetti, in Florence.?®

It was further provided that Tani could not buy wool or cloth, either
English or Flemish, for more than £600 groat in a given year without
the written permission of the senior partners (art. 13). All shipments
by sea had to be properly insured for their full value, except that Tani
could venture, uninsured, up to £ 60 groat, but not more in one bottom,
if goods were shipped aboard the Florentine or the Venetian galleys.
He was free to insure or not to insure those goods which were trans-
ported overland, but no risks were to be run for more than £300 groat
at one time (art. 14). As we know from other sources, goods traveling

permanent establishment in Antwerp. I have found nothing concerning the existence of an Ant-
werp branch.

38 For example, the balance as of March 24, 1464, was sent from Bruges to Florence on May
14, 1464.—Grunzweig, Correspondance, pp. 129, 130 f.
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overland were not usually insured, although examples of such insur-
ance are found in the fifteenth century. As for the galleys, they were
considered so safe that many merchants did not deem it necessary to
take out insurance. They preferred to limit their risks by dividing their
shipments among several bottoms.*

The partnership agreements of 1455 contained a few other provisions
of minor importance. For example, Tani, the junior partner, was al-
lowed neither to gamble nor to entertain a woman in his quarters (art.
7). He was not supposed to accept any gifts above the value of one
pound groat (art. 16). The purpose of this clause was evidently to pre-
vent corruption. If Tani violated the local laws and ordinances, he had
to bear the consequences of such infringements (art. 18). He was not
even empowered to hire factors or office boys without the written per-
mission of his partners (art. 10). It is doubtful whether such permission
was ever granted. As a rule factors and giovan: or office boys were sent
out to the branches by the main office in Florence, and the branch
managers had no voice in the matter. Another provision forbade Tani
to underwrite insurance or to make wagers (art. 15).

The expiration of the contract or its premature termination did not
free Tani from all obligations. He had to stay in Bruges for another six
months in order to wind up the company’s business. During this time
no new commitments were to be made and everything possible was to
be done in order to speed up the liquidation of the assets, the collection
of the outstanding claims, and the payment of the current liabilities.
After completion of this process the capital was to be refunded to the
partners and the profits, if any, were to be divided among them (art.
19). In practice, however, things worked out somewhat differently.
Capital and accumulated profits were not refunded in cash, but were
written to the credit of the partners, either in capital or current account,
in the books of the succeeding partnership. Usually the latter also took
over some of the assets and assumed some of the liabilities. The transi-
tion from one partnership to another was effected without any interrup-
tion.in the ordinary course of business. The only danger was that of
mixing up the accounts of the two partnerships. In order to avoid con-
fusion, the bookkeeper worked for a time with two sets of books, those
of the old, and those of the new, partnership. In the ledger of the old
partnership an account was opened to the ragione nuova or new part-
nership. Similarly, an account was created for the ragione vecchia or

39 Frederic C. Lane, Venectian Ships and Shipbuilders of the Renaissance (Baltimore: The
Johns Hopkins Press, 1934), p. 26.
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old partnership in the books of its successor. These two accounts were
reciprocal and, if correctly kept, canceled each other.

In connection with the liquidation of the partnership, the agreement
further provided that the living quarters, the office, and the warehouse
(casa e fondaco) were to remain the property of the Medici (art. 9).*
After winding up the business, the books and papers were to be sent
from Bruges to Florence and were to remain there in the custody of the
senior partners. Tani, the junior partner, would have access to the
archives, if need be. The senior partners also undertook to settle the few
contingent liabilities which might still be in dispute after paying off the
other debts. Funds were to be set aside for this purpose.

Any differences arising from the partnership agreement were to be
submitted to the Court of the Mercanzia in Florence. Tani as manager
could bring suit against third parties or defend suits brought against
the firm before any jurisdiction, especially before the Joyaz or municipal
court of Bruges and the law courts of London, Venice, and Genoa.**

The partnership agreement which has been analyzed here varies only
in unimportant details from a similar contract concluded in 1446 be-
tween the Medici and Gierozzo de’ Pigli, at that time manager of the
London branch.*® It is, therefore, safe to consider the partnership agree-
ment of 1455 as representative of similar agreements which were en-
tered into by the Medici and by other Italian merchant-bankers.

The agreement of 1455, as we have shown, placed many restrictions
upon the freedom of the managing partner. Some of these safeguards
were removed in later agreements, probably under the influence of
Francesco Sassetti. As a result of this change in policy, the managing
partner was given much more freedom and some of the more stringent
provisions were considerably relaxed. Sassetti made the fatal mistake of
lifting the ban on loans to princes or governments. When the partner-
ship agreement concerning the Bruges branch was renewed in 1471,
permission was granted to Tommaso Portinari, then local manager, to

40 The real estate in Bruges apparently belonged privately to the senior’ partners and the
partnership paid rent for the use of this property. In 1466, Portinari bought a palatial mansion
in Bruges, the Hbtel Bladelin, for Piero de’ Medici—Grunzweig, Correspondance, p. Xxv.
The building was large enough to accommodate the offices of the Bruges branch, the manager
and his family, and probably the members of the staff. The partnership paid a rental of £ 30
groat a year, Not more than £ 20 groat a year were to be spent on upkeep and improvements—
Sieveking, Handlungsbiicher der Medici, p. 52.

41 The records of the municipal court in Bruges refer frequently to Angelo Tani and his
successor Tommaso Portinari as plaintiffs or defendants in suits of law. Loya is not an Italian
word, but was commonly used in Italian records to designate the municipal court of Bruges,
which was called in French /z loi de Bruges and in Flemish de wet van Brugge.

42 Einstein, Ifalian Renaissance, pp. 242—45.

18



lend up to £6,000 groat to Charles the Bold, Duke of Burgundy and
ruler of the Low Countries. This sum was twice the firm’s entire capi-
tal. The debt, moreover, was allowed to run over the limit of £6,000
groat. By 1478, about the time of the Pazzi conspiracy, the government
of the Low Countries owed /9,500 groat to the Medici.*® Although
Lorenzo the Magnificent and Sassetti were well aware of the dangers
involved in such loans, they gave their consent, the agreement states,
“because of the good qualities of this illustrious prince [Charles the
Bold] and because of the many favors received from him through his
friendship for Tommaso Portinari”** The latter had become the
Duke’s councilor and wielded great influence at the Burgundian court
in the Low Countries. The loans, however, did not turn out to be a
good investment. Charles the Bold suffered defeat in a war against the
Swiss and fell in battle at the siege of Nancy in 14%7. His death left the
government of the Low Countries in desperate straits, without army,
without allies, without treasury, without authority, and with the French
on the doorstep ready for an invasion. In order to save what he had
already lent, Tommaso Portinari was forced to throw good money
after bad and to grant additional credits to Charles the Bold’s impecu-
nious son-in-law, Archduke Maximilian of Austria. Only part of the
loans was eventually repaid, and that very slowly.*

Portinari also obtained a free hand in another matter. He secured per-
mission to operate the two Burgundian galleys built in Pisa, in 1464, for
Philip the Good, Duke of Burgundy. Piero, in 1469, had ordered the
liquidation of the Medici interests in this shipping venture.*® But the
partnership agreement of 1471, concluded after Piero’s death, allowed
Portinari to keep the Burgundian galleys.*” After a few successful voy-
ages from Bruges to Pisa and even to Constantinople, that ill-starred
venture came abruptly to a disastrous end: one of the two galleys was
captured in 1473, by a Danzig privateer; the other was wrecked in a

43 Georges Bigwood, Le Régime juridique et économique du commerce de Vargent dans la
Belgique du moyen dge (Mémoires in-8 de I'Académie Royale de Belgique, Series 2, No. XIV,
Brusssels, 1922), I, 663. Bigwood states that the debt amounted to [£57,000 Artois, at 40
groats to a pound, which is equivalent to £ 9,500 groat, at 240 groats to a pound.

44 Sieveking, Handlungsbiicher der Medici, pp. 50, 52.

43 The liquidation of the loans dragged on until 1500, when a crown jewel, the fleur-de-lis
of Burgundy, held in pledge by Portinari, was finally released. The toll of Gravelines near
Calais assigned to Portinari in 1478 was still in his control in 1495.—Bigwood, Régime, 1, 663.
As the years passed, the toll yielded less and less revenue because of the decline of the wool
staple at Calais—Grunzweig, Correspondance, pp. xxxvi-xxxix.

48 Sieveking, Handlungsbiicher der Medici, pp. 50, 62.

47 1bid, p. 52.
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storm the following year.*® The capture of the one galley gave rise to
diplomatic complications and lawsuits which lasted for more than
twenty-five years.

The provisions of the partnership agreements were supplemented by
written instructions which the branch managers received when they left
Florence to go to their posts. These instructions were more specific than
the articles of association and called attention to the pitfalls that were to
be avoided in the conduct of business and the extension of credit. The
only instructions still extant in the Medici archives in Florence are those
given to Gierozzo de’ Pigli when he started out from Florence, in 1446,
to assume the management of the London branch.* His journey was
mapped out for him by Cosimo de’ Medici, the senior partner. He was
to travel by way of Milan and Geneva, where the Medici had branches,
thence through Burgundy to Bruges, and from there to London. In
Milan he was to gather further information about the credit standing of
several concerns dealing with England. The next stopping place was
Geneva, where the branch manager was absent on business. There Gie-
rozzo de’ Pigli was expected to watch the behavior of the factors and
to report on their doings. If something was wrong, he was instructed to
straighten the matter out; his orders would be obeyed. In Bruges, the
manager Bernardo Portinari was also absent, but Pigli would meet the
two principal factors, Simone Nori and Tommaso Portinari.®® They
would be useful in giving additional data about business conditions in
England. Here, too, Pigli was expected to keep his eyes open and to re-
port on what he saw. Once in London, he would find Angelo Tani, his
main assistant (the same person who later became manager of the
Bruges branch). Tani, in Cosimo’s opinion, was best fitted to keep the
books and to attend to the correspondence. Another factor, Gherardo
Canigiani, according to the instructions, was probably satisfactory as a
cashier, while a third factor, who had mastered English, was perhaps

48 Evidence that the Burgundian galleys went as far as Constantinople is found in the account
book of a Florentine merchant, Bernardo Cambi, who underwrote insurance on them for voy-
ages from Flanders to Pisa and Constantinople. See Florence Edler de Roover, “A Prize of War:
A Painting of Fifteenth Century Merchants,” Bulletin of the Business Historical Society, XIX
(1945), 3-11; idem, “Early Examples of Marine Insurance,” The Journal of Economic History,
V' (1945), 191, 194.

49 Einstein, Ifalian Renaissance, pp. 245—49.

50 Bernardo Portinari, a cousin of Tommaso, was manager of the Bruges branch from 1437
to 1450 or thereabouts. He was replaced by Gierozzo de’ Pigli- who was transferred from Lon-
don to Bruges. Pigli’s successors were Angelo Tani (1455~65) and Tommaso Portinari (1465~
80). In the latter year, the Medici withdrew from Bruges. The London branch was managed
by Gierozzo de’ Pigli (1446-50), by Simone Nori (1450-60), and by Giovanni de’ Bardi
(1460-66). Gherardo Canigiani never became managing partner of the London branch.
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most useful in going about the city on the firm’s affairs. However, Gie-
rozzo de’ Pigli had the necessary authority to distribute the work as he
thought best. No credit was to be given, and no bill of exchange pur-
chased without his knowledge or permission. In places where the Med-
ici had branches, Pigli was to deal with them in preference to other
firms. In particular, he was urged to work closely with the Bruges
branch. In places where the Medici had no branches, Pigli was to select
his correspondents among the merchants who had a reputation of reli-
ability and good service. If he was asked to be their agent in London, he
was to reciprocate by giving them satisfaction in every respect. Consign-
ments of wool and cloth could be sent to the Medici houses in Florence,
Rome, Milan, and Venice, and to the companies controlled by the Med-
ici in Avignon, Geneva, and Pisa.

The instructions further urged Pigli to be cautious in making new
contacts. At Naples there was probably no one with whom he could
safely deal; at Rome there were the Pazzi, whose credit was good, and
several other firms which could be trusted for limited amounts; at Flor-
ence there were also several concerns, such as the Serristori and the
Rucellai, the solvency of which was beyond question. Cosimo professed
that he knew little about Venetian merchants.>* He therefore advised
Pigli to be cautious in dealing with them. The instructions mentioned
several firms of good repute in Genoa, Avignon, Barcelona, and Valen-
cia. Pigli was to have no business relations with either Brittany or Gas-
cony, but he could accept consignments of wine from those regions as

511t is hard to believe that Cosimo was really ignorant of business conditions in Venice,
where the firm maintained a branch office and where he, himself, while in exile, had resided
about twelve years earlier (1433—34). The explanation of Cosimo’s warning to Pigli against
dealing with Venetians must be sought in the sphere of politics rather than that of business.
In 1446, relations between Florence and Venice had ceased to be friendly and had become in-
creasingly strained because of Cosimo’s support of Francesco Sforza, who was bidding for the
succession of the Visconti in Milan, Cosimo feared that Venice might conquer Lombardy, an
event which would have upset the balance of power in Italy—E. W, Nelson, “The Origins of
Modern Balance-of-Power Politics,” Medievalia et Humanistica, 1 (1943), 124—42. The relations
between the two republics went from bad to worse, and open warfare broke out in 1451 with
Florence and Milan allied against Venice which received the support of the king of Naples. As
soon as war was declared, the Florentine merchants were expelled from Venetian territory and
their property was seized. Cosimo, foreseeing the course of events, had withdrawn most of his
capital from Venice to Milan where he had opened a new branch (ca. 1450). Peace was not
concluded until 1454. It is understandable that Cosimo did not want his partners to lend to
Venetian merchants, when there was danger that such credits would be frozen or impounded
in the event of war. This episode is an example of the way in which the business policy of the
Medici was sometimes affected by political considerations. Cf. Ferdinand Schevill, History of
Florence from the Founding of the City through the Renaissance (New York: Harcourt, Brace
and Company, 1936), pp. 360—61; F. T. Perrens, The History of Florence under the Domina-
tion of Cosimo, Piero, Lorenzo de’ Medicis, 1434-1492 (London, 1892), pp. 64-123, esp. p.
103 concerning the confiscation of Florentine property.
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long as it was a matter of no importance. He was to have nothing to
do with Catalan merchants. Regarding Englishmen who traded with
Flanders, Pigli was to use his judgment in granting them credit or in
taking their bills of exchange. In buying goods, he was to be careful
that he did not pay more than the merchandise was worth.

Cosimo de’ Medici and his son Giovanni hoped that Pigli would
enjoy the favor of the King and Queen (Henry VI and Margaret of
Anjou). If necessary, a letter of recommendation from King René,
Margaret’s father, would be procured.”

In short, as this outline of Cosimo’s instructions shows, Gierozzo de’
Pigli was expected to follow a policy of caution in the extension of
credit, in the selection of agents, and in the purchase of commodities.
Diversification was not enough. Cosimo apparently feared the cumula-
tive effect of many small mistakes as much as the dangers arising from
an inadequate division of risks.

Correspondence was the only means by which the senior partners and
the main office of the Medici bank kept in contact with the branches,
since the slowness of transportation prevented frequent consultations
with the branch managers. Only a small fraction of this voluminous
correspondence has come down to us and is available in print. This pub-
lished material is made up exclusively of letters sent to Florence by the
Bruges and London branches. There seem to have been two kinds of
letters: the lettere di compagnia or business letters and the letzere pri-
vate or confidential private letters.*”® The lezzere di compagnia were ad-
dressed to the firm or banco in Florence. They dealt chiefly with cur-
rent business affairs: notices concerning bills drawn or remitted,
information concerning shipments or the safe arrival of consignments,
advices concerning debits and credits, and similar details. The rates of
exchange quoted in London or Bruges were usually given at the end.
Since the lettere di compagnia did not deal with confidential and im-
portant subjects, their contents did not have to be concealed. These let-
ters were passed on to the bookkeeper, who needed them to make the
necessary entries in the books, and to the other members of the staff,
who handled bills of exchange or took care of shipments, purchases,
and sales.

The lettere private were not addressed to the firm, but personally to
Cosimo or other members of the Medici family. A few lettere private
are congratulatory messages regarding family events or deal with the

52 René of Anjou, Count of Provence, was pretender to the crown of Naples.
53 Grunzweig, Correspondance, pp. xlv-xlix.

22
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TOMNM{ASO PORTINARI, MANAGER OF THE BRUGES BRANCH
AND COUNCILOR TO THE DUKE OF BURGUNDY, AND HIS
WIFE, MARIA BANDINI-BARONCELLI

Hans Memling
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of Art, New York








































































































































































































































































