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Foreword

WHAT FOLLOWS IN this volume is obviously a series of biographi-
cal essays. They present the outlines of the lives of eleven men
and one woman. They are offered as twelve significant fortunes
since the Renaissance.

It would have been a simple matter to have made a somewhat
different selection. I might have chosen one of the Medici or Sir
Thomas Gresham or Jacques Coeur instead of Jacob Fugger in
the dawn of the capitalist system. At a later period I might have
written of the Brothers Paris or Samuel Bernard rather than John
Law. I might have chosen Quvrard, the financier of the French
Revolution and Napoleon, as well as the Rothschilds. What excuse,
someone will ask, can there be for including Cornelius Vanderbilt
and not John Jacob Astor, Mark Hanna and not Carnegie, Hetty
Green but not Jay Cooke or Jay Gould? And what reason can
there be for leaving out Henry Ford and Andrew Mellon and the
du Ponts?

In the course of the book I hope to make plain to the reader
my reason for these choices. After all, the cast of characters of
this or any other work having the same end must be determined
upon some central principle of selection. I might have selected
merely the dozen largest fortunes, in which event I would have
left out not only Mark Hanna and Robert Owen, but J. Pier-
pont Morgan and, indeed, almost all of the others save perhaps
Rockefeller, Vanderbilt, and Hetty Green. In fact, upon this
standard of choice, it may be that Rockefeller alone could have
been included.

Generally, what I have had in mind was to write of those figures
vii
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in the history of wealth whose fortunes were, upon the whole,
fairly representative of the economic scenes in which they flour-
ished and whose methods of accumulating wealth offered the
fairest opportunities to describe those methods. I have also tried
to place these money-makers in certain important eras, putting
more emphasis upon the latest. Having chosen Mr. Rockefeller
as obviously the most important from any point of view in the
period between 1870 and 1911, it was not possible to include
Andrew Carnegie or Philip Armour or any of the oil barons in
this country or Europe, however great the temptation. Having
decided upon Vanderbilt I could not, without duplication, have
added Gould or Huntington or Hopkins or Harriman or a score
of other railroad kings.

Having chosen my subject my aim has been to make, as clearly
and vividly as possible within the limits of a single essay, a picture
of the economic system of the time; the means by which wealth
was produced and the devices by which large amounts of it were
siphoned off into the strongbox of the man of wealth. I have made,
in part at least, one or two departures from this standard of
choice. Hetty Green was selected because I wished to include at
least one miser’s fortune and one woman’s fortune and happily
she combined both. As for the omissions, I have left out several
men whose lives I was sorely tempted to examine. Among them
there was at least one Oriental fortune. There were one or two
immense land fortunes. I omitted them because, after all, I felt
they belonged not so much to the times in which they appeared as
to a departed or at least a vanishing system of economic life. In
the case of Mr. Ford—and this will hold for several others—I
did not include him in obedience to a rule I made before I began
my studies: that I would deal with the fortune of no living person.

I have been guided not merely in my selections but in the
method of treatment by my conceptions of the means by which
wealth is created and the mechanisms by which it is drawn off into
the hands of rich men.

Wealth is created by labor—but by directed labor, It is created
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by labor working with tools and reinforced and multiplied by
many skills—skills of hand and mind. It is created by this labor
working upon materials. Putting it all together, we may say that
wealth is created by labor working with various skills, with tools,
upon raw materials, and under direction. The completed product
is the composite of the materials, the common labor, the skills,
the tools, including the whole technological endowment of the
race and the direction of organizers.

No man working with his own hands, upon materials of his
own possession and creation, with tools of his own fabrication,
can produce enough to make himself enormously wealthy. The
problem of becoming rich consists in getting a fraction—large or
small—of the produce created by the collaboration of many men
using all these energies.

The whole history of wealth accumulation consists in tracing
the devices by which one man or a small group of men can get
possession of this fraction of the produce of many men. In the
beginning, when there were no machines, no money, no intricate
inventions of credit, no man could establish a right to a share of
the products of other men save through a simple and bald asser-
tion of ownership over the materials and the men. Landownership
and human slavery were the first instruments of the acquisitive.
And as no man could acquire dominion over enough land and
enough men to become rich save by an assertion of divine political
power, we find the first rich men were kings.

As society grew and developed, men became individually more
productive, on the one hand, and, on the other, the invention of
money and credit enabled private individuals to establish claims
upon the labor of ever-larger groups of men. We may say that the
whole history of the art of accumulating wealth is the story of the
invention of machines and the invention of the instruments of
credit. Indeed, the two forces that distinguish the older world and
its appalling scarcities from the newer world and its growing
abundance are technology and credit.

Scientists and scholars slowly added one scrap of knowledge
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to another, one mechanical device to another, gradually wresting
from the earth its undreamed-of resources and multiplying the
productivity of men. At the same time businessmen were slowly
discovering and perfecting the devices of credit. They began with
the simple transaction of lending a quantity of grain out of one
crop to be repaid out of the next. They invented money as a meas-
ure of value. They got around to making loans of money. Then
they reduced the money-loan transaction to a written record and
then to a written record that could be negotiated. The layman
who takes modern business methods for granted scarcely dreams
of the immense advances made with this dynamic energy of credit.
At first, when one man loaned a hundred drachmas to another,
the drachmas had to be in existence before they could be loaned.
We have proceeded so far that now we have the modern miracle
of the bank loan in which money is actually created by the very
act of lending it, so that we have the phenomenon of a nation using
for its money the debts of its people.

In the chapters that follow I have kept these facts in mind. And
as these historic Moneybags move across our stage I hope we
may be able to see men fingering these inventions of credit and
exchange, then strengthening and refining them—money, credit,
notes, interest, bills of exchange, discounts, banks of deposit,
then banks of discount, property titles, mortgages, clearances,
stocks and bonds, and finally all the innumerable gadgets of the
modern corporate world.

My aim has been to present the histories of these men and their
times as nearly as possible in terms of our own day. We are apt
to think of the problems of our time, with its depressions, its armies
of unemployed, its farmers crying for higher prices, its burden-
some debts, its social devices for dealing with poverty, its programs
and plans, as unique in history. We may suppose that the strata-
gems by which our bewildered leaders have sought to elude fate
and social disaster are quite new and untried. But it is not possible
to wander through the market places and bourses and forums and
slums of old cities and, indeed, ancient ones, without being struck
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by the parallels between their crises and our own. We shall see
depressions in Florence, and France struggling against debt in
the days of Louis XV, poverty tormenting farmers and workers in
the Middle Ages and their sovereigns and premiers conferring
and programming vainly against forces they did not understand
which were changing their societies. We shall see businessmen
and public officials quarreling about monopoly and government
control and taxes and public debt and workers’ claims and gov-
ernment spending. We shall behold economic messiahs with their
gospels of peace and plenty all through the eras of Fugger and
Law and Rothschild down to our own day. Men have been mut-
tering about the same social ailments, the same disturbances, the
same indignities and irritations for untold centuries.

These parallels, of course, can be pushed too far. The tempta-
tion is great. And because this will be evident I am eager at the
outset to make it clear that I have faithfully sought to use no
material that I have not laboriously examined and for which there
is not ample support in history.

One further point. In the course of these several histories of
rich men, questions have arisen and points have come to my mind
which, it seemed to me, ought to be noticed. And yet I could not
quite see how this could be done without interrupting the narra-
tives with discussion that would serve only to distract the reader.
I have attempted to solve this problem by including between some
of the chapters certain interchapters in which I have offered brief
observations on such of these questions and points as have in-
terested me. The reader will find them in the interlogues so
arranged that if he is sufficiently interested he may peruse them,
and if he is not he may skip them without losing any of the essen-
tial parts of the twelve histories that follow.

JouNn T. FLYNN

February, 1941
Bayside, L. 1.
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CHAPTER I

Fugger the Rich

ORGANIZER OF CAPITALISM

JacoB FUGGER, surnamed the Rich, was the most important and
imposing figure in the dawn of the capitalist era. Starting out to be
a priest, he ended by becoming the greatest millionaire of the six-
teenth century—greatest of merchant adventurers, first important
industrialist-promoter of the modern world, banker to emperors
and popes, whose countinghouses, warehouses, and factories
spread to every city and port along all the trade routes of Europe.

Born three decades before Columbus discovered America,
Fugger came into the world at a moment when men everywhere
saw with dismay that their world was mortally sick. A monstrous
internal growth was splitting the womb of feudalism. A new set of
bones and muscles and nerves was drawing life from the disin-
tegrating tissues of the old social system. Life and vigor were
already in the blood of the infant ism that would take over the
world for the next five centuries and that now, in its turn, seems
gray and feeble and finds within its own womb struggling for
birth a whole litter of new systems. Men were groping for new
forms and patterns under which to live, and new instruments of
organization suited to ordering these new ways. Profit, the modern
merchant, and the middle class had come upon the scene to chal-
lenge the scholastic ethics and economics of Aquinas, the political
theories of Albertus Magnus, the acquisitive techniques of the
brigand nobles. And in the organization of the commercial instru-
ments of this new era Fugger played a role not unlike that of

Rockefeller and Morgan in giving direction and form to the new
3
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corporate civilization which got under way in America in the
early ’seventies.

Perhaps European society could have done nothing better for
itself than feudalism in all the circumstances of the time. But
essentially feudalism did not represent an effort at growth. It
might be described as a vast shelter, a refugee haven into which
the harried and starving and disordered masses of the first cen-
turies following the destruction of the Roman Empire fled for
safety. It was an escape from violence and want.

The terror of Europe in those early years was famine. Hallam
records that in the seventy-three years in the reign of Hugh Capet
and his two successors, forty-eight were years of famine and that
from 1015 to 1020 the whole western world was almost destitute
of bread—a frightful interregnum of barbarism when, as Hallam
records, mothers ate their children and children their parents and
human flesh was sold “with some pretense of concealment” in the
market place. People sold themselves into slavery to escape hunger.
In the presence of persistent hunger the outer crust of civilized
morals crumbles and falls away, leaving only the unclothed savage
man, pining for food. To him a precarious liberty seems a small
price to pay for safety and meat.

Meantime, many of the stronger chieftains took to brigandage.
Not yet emancipated from the ethical concepts of their northern
paganism and the worship of gods who were little more than divine
gangsters and celestial thugs, they broke upon the weak with that
strange outpouring of cruelty that has marked man’s journey from
the beginning. The only refuge for the weaker peasant was to sell
himself into the servitude of a stronger feudal baron.

In time, of course, this system became organized, strengthened,
crystallized. And it was this system which was now dying. A new
system that would symbolize not escape and flight but growth and
development was to take its place.

The world of the Middle Ages was a rural world in which men
lived in little clusters of 50 to 500 souls. The unit was the manor.
It was a communal microcosm made up of a small number of
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families clustered around the castle of the lord. The castle, the
cottage, the orchard, the fields, the pasture, the wood; these were
the physical constituents of this tiny society. It was isolated from
other societies. There might be a village but it was just a part of
the estate. In a few places there might be a town.

The society within that little cosmos was, as to its domestic
affairs, totalitarian. It was a collectivist society. It was a society
in which the lord was the master and the state.

The manor produced the wealth that was created in the Middle
Ages. It was a community organized for subsistence. And that is
all it got—Ilittle more for a family than one gets on relief in de-
pression-ridden America. The fields yielded grain, a few vegetables
(carrots, cabbage, turnips, and, perhaps, some peas, beans, onions,
celery, garlic, parsley). There was probably an apple and pear
orchard and a vineyard. The flour was ground in the small estate-
owned mill, the wine pressed in the estate-owned press. There were
craftsmen who might be farmers also, and who exchanged their
services for other services or for the products of others. Furniture
was made, wool raised, carded, and woven, hides cured and formed
into shoes and jerkins and belts upon the estate. But the produce
of the estate was limited by the ability of the handicraftsmen to
make things with very crude tools and out of limited raw materials.
There are more kinds of things upon the shelves of a modern
grocery than was to be found in the whole of Germany. All that
vast multitude of commodities and merchandise which forms the
necessities of the twentieth century was unknown. There were
more different kinds of monkey wrenches made in predepression
America than there were articles of merchandise in the feudal Holy
Roman Empire. As someone has observed, more freight sweeps
over a single railroad in a single night in one direction than poured
through the Tirol passes in a year in the age of Frederick III.
When the season’s produce was available and all accounted for,
the dwellers of the feudal commune had a modest subsistence while,
by a variety of proscriptions and ordinances and dues and taxes,
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a certain amount of all that had been produced trickled into the
bins and barns and cellars of the lord.

But since the lord commanded a fraction of the produce of only
a small population of tenants, his whole share was not sufficient
to make him rich. Only those lords who owned immense manors,
comprising a town or two, or who owned a dozen or a score or a
hundred manors, as some did, extracted enough from their tenants
to amount to riches. The richest, of course, were those princes who
possessed extensive domains and drew tribute from the tenants
of hundreds of manors.

On the manor there was and could be nothing of this thing called
abundance which the modern politician juggles before the hunger-
ing eyes of his constituents. Barring the visitation of famine or
disease there was enough to eat, but little more. Life was inexpres-
sibly dull. To the manor courtyard came at intervals the wander-
ing acrobat and juggler and magician with their tricks; the pilgrim
with his tales; the minstrel with his songs and sagas, and the ped-
dler with his few exotic wares and spices and his gossip. But these
were infrequent interludes in a world of dullness.

It was this world that was cracking up. And the force which was
doing it was money, the merchant, and the town.

Imagine a little town—part of the estate of some flourishing lord.
Within its walls is a jumble of rude dwellings, the homes and shops
of craftsmen—weavers, glovers, armorers, smiths, perhaps glass-
makers, or, mayhap, woodcarvers and other workers; the castle
of the lord, with its retinue of workers, villeins, men at arms, and
knights. Outside these walls, in some sheltered spot, is a cluster of
merchants, with their carts and benches in the open air. As time
wears on, these servile and declassed bargainers set up their dwell-
ings, fix their headquarters there, and, after a while, form a small
commercial community. Within are other thrifty craftsmen who as-
sume the functions of merchants, handling their own and their
neighbors’ products with these outlanders and at the market places
and fairs. In time these merchants, within and without the walls,
find they have common interests, common wrongs to resist, com-
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mon rights to support against the exactions of the lord. They or-
ganize. And thus the bourgeoisie is born—the bourgeoisie and the
Chamber of Commerce which is to inherit the earth. This bour-
geoisie clamors for a voice in affairs. It spreads and grows until it
swallows the town. It organizes guilds. It sets up demands. It takes
over from the lord the function of governing the towns either by
free charter or by violent assumption of power. It regulates trade,
prices, production, competition. Imposing guild houses rise in these
new towns all over Europe. These merchants grow moderately
wealthy. They build stouter houses behind more impregnable walls.
By the middle of the fourteenth century they were already chal-
lenging the power of the feudal lords. Thus they not only laid the
foundations of the modern city, set in motion the money economy,
and launched the capitalist system, but they brought into being
the first rudimentary techniques of representative government,
though it was a long time before the constituency represented
would be a popular one. Thus the modern town was born, and out
of it came that ogre which ate up the philosophy, the ethics, the
slavishness, the ways of life of the almost frozen medieval system.

And thus a new kind of rich man came into the world. The rich
man of the feudal system was the hereditary lord who in an out-
law world swapped with the peasant and burgher protection and
order for a share of their product. He took part of their product
and part of their labor directly, in places taking as much as three
days out of six. He demanded fines and dues and tribute, making
almost every event in his own life and his vassals’ births, marriages,
and deaths the excuse for some new kind of levy.

But little by little gold and silver was flowing into this world of
barter. By small degrees Europe found herself shifting to the money
economy with consequences that her untutored social philosophers
could not fathom or foresee. And as the towns spread out, the mer-
chants began to accumulate money in exchange for a wholly dif-
ferent service from that performed by the feudal lord. After a few
centuries they would take over the earth and set it spinning “down
the ringing grooves of change” until one day a new force would
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arise to threaten the entrepreneur as he in his time challenged the
lord.

II

It was about this time, in 1380, that a simple Swabian weaver
named Hans Fugger left his small village of Graben to try his for-
tune in one of these growing towns—the free city of Augsburg. At
the end of his life he was still a weaver, but he was more merchant
than weaver, buying raw cotton for himself and his neighbors from
Venice and selling his fustian and theirs to other cities.

When he died, he was succeeded by his two sons, Andreas and
Jacob. They in time split off into separate enterprises and, indeed,
separate dynasties. They became respectively the heads of the two
Fugger houses—the Roe Fuggers and the Lily Fuggers. The Roe
Fuggers, headed by Andreas, became prosperous first and disap-
peared quickly from the chronicles of the times. Jacob’s de-
scendants became the Lily Fuggers (so named because of their
arms). He built a flourishing business, married the daughter of a
Franz Basinger, a prosperous merchant and Master of the Mint,
and set up in a handsome house in the chief street of Augsburg
opposite the guild house of the weavers. When he died in 1469 he
was ranked seventh among the wealthy men of the city.

Jacob Fugger II, his youngest son, was born March 6, 1459, in
this imposing home. He had two older brothers, Ulrich and George,
who were already employed in their father’s counting room when
he died. Ulrich at this time was 28, George 16. Jacob was but 10.
But they were fortunate in the presence of an intelligent mother
who was also a good businesswoman and who was able to direct
her young sons wisely until they were able to take hold with a sure
grasp. Jacob, however, was marked for holy orders. He proceeded
as far as his first vows and was prebendary in Herrieden when
his strong-minded mother decided he should forsake the sanctuary
for the countinghouse. He left the cathedral in Franconia and went
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to serve his apprenticeship at Venice. In 1478, aged nineteen, he
returned to Augsburg and took his place as a partner in the busi-
ness which was then known as Ulrich Fugger and Brothers.

Thus Jacob did not start from scratch. It was into a very flour-
ishing enterprise he stepped as a partner when he began his busi-
ness career. His brother Ulrich, an able business administrator, had
greatly enlarged the business and had actually made that connec-
tion with the House of Hapsburg which was later to prove of so
much importance in the career of Jacob. He had already spread
the firm’s branches to a dozen European trading cities and had
established it as a collector of papal revenues in Scandinavia. How-
ever, while Ulrich and George were businessmen of marked abil-
ity, Jacob’s powers were of the highest order. And, despite his
youth, he was not long in the firm before his influence began to
assert itself. Before the fifteenth century had ended he had be-
come the leader in the rapidly growing enterprise.

He was one of those men who not only possess great talents but
exhibit them in their bearing and countenance. He had that kind
of imperious manner and Jovian visage that marked the elder Mor-
gan and made lesser money grabbers tremble in his presence. He
possessed that inexhaustible vitality, that tranquil and unruffled
temper, that immense talent for organization that characterize
the greater industrial barons of our own day. In his lifetime he
was assailed with varying degrees of fury as a monopolist, an enemy
of German interests, a selfish and greedy hunter after profits, a foe
to the established morals of the church and the state. Luther de-
nounced him upon numerous occasions. And it was, indeed, Fug-
ger’s fate to find himself mixed up in that fatal adventure in papal
finances that precipitated Luther’s revolt. But through all this he
preserved the perfect composure of the man who believes himself
to be the special child and instrument of the deity. Just as a later-
day industrial saint, John D. Rockefeller, said, “God gave me my
money,” the pious and acquisitive Fugger said: “Many in the world
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are hostile to me. They say I am rich. I am rich by God’s grace
without injury to any man.”

Beginning as a theologian and then as a merchant, he became in
turn a banker, a promoter, an industrialist, a commercial states-
man. He was a dynast. But he had no ambition to found a family
of noble and unproductive rentiers. He looked with unmixed satis-
faction upon the function of the entrepreneur and the profit by
which he lives. He put aside the suggestion of retirement into tran-
quillity and ease with the observation that he “wished to make a
profit as long as he could.” His ambition was to create a rich and
powerful dynasty of bankers and industrialists. He consorted with
princes, emperors, and popes, but he never fawned upon them. He
could write to an emperor who owed him money—the most power-
ful potentate in Europe—to remind him that he owed his crown
to Fugger’s financial backing, that his majesty owed him money,
and he begged that he would “order that the money which I have
paid out, together with the interest upon it, shall be reckoned up
and paid, without further delay.” He lived amid magnificence, sur-
rounded by priceless objects of art and the greatest library in
Europe and with a collection of estates which he deemed becom-
ing to a great prince of trade.

After his death the capital of the Fugger company, according
to an inventory made in 1529, was 2,021,202 golden gulden. And
twenty years later (154%7) the firm, under the leadership of his
nephew Anton, a man of ordinary abilities, had a capital of five
million gulden.

m

The foundation of the Fugger fortune, of course, was merchan-
dising. For a long time big merchants had been shouldering in
among the swarms of peddlers who roved over Europe. The ped-
dler’s cart had left its wheel ruts along new roads, and these, with
the remnants of the old Roman roads, became the nerve system
of the Renaissance. Along these trade routes new cities rose and
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old ones took on new life. Transport companies were formed and
navigation canals were opened. These peddlers were changing the
face and stirring the heart and lungs of Europe. They made it pos-
sible for the beekeeper in some remote Thuringian manor to ex-
change his honey for a few ounces of pepper or cinnamon from
the spice islands of Asia. Through their profit and coin-hunting
expeditions it became possible for the fustian weaver of Augsburg
to buy the product of the silversmith of Florence, the silks of
Venice, the brocades of Lahore, and the perfumes of Alexandria.
Two great streams began to flow around Europe: one a stream of
goods made up of every sort of product of every clime; the other
a stream of money coined in the little mints of hundreds of petty
princes. These fustian makers and wool weavers and tool mongers
began to have a wider market for their wares and they began
to produce more. Men flocked to the towns. The capitalist system,
with its money and its freedoms, was becoming the reigning ism,
even though that word was unknown and the only isms men
heard of were those which described the bloody and warring
armies of religion,

Men like Fugger were coming to be a need. The smaller mer-
chants, moving in an incessant stream over the growing network
of European trade routes, had depended upon the customers they
found at the manor gates, at the market places and the fairs.
They were bringing to merchandising the utility of place. But a
different sort of merchant was needed to confer upon it the utility
of time and who would add the function of the wholesaler or
jobber.

This called for a special kind of talent, the sort that in later
years accounted for the huge fortunes of the early Astors, the
English merchant adventurers, the Stewarts, the Wanamakers,
the Selfridges and Strauses in this country and England. They
had to have something more than mere instinct for bargaining.
They had to have not only a capacity for organization and for
accounting, but the spirit of adventure—unlike the modern mer-
chant who reduces all to formulas called the science of merchan-
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dising and who thrusts the element of risk upon other shoulders.
These large-scale entrepreneurs were putting on respectability.
Already some English merchants like Sir William de 1a Pole and
Sir Richard Whittington had attained to knighthood, and in
Florence the Medici had achieved nobility and become the rulers
of the city. The merchant, who had been hardly distinguished
from the pirate and whose morality, says Nietzsche, was merely the
refinement of piratical morality, now emerged like the traders of
Tyre, “the crowning city, whose merchants are princes, whose
traffickers are the honorable of the earth.”

The Fugger firm handled a large number of commodities and
products. Fustian, a sort of rugged cotton textile of which cordu-
roy is one type, was in wide demand, and Augsburg was a great
center of fustian manufacture. Fugger supplied the weavers with
raw cotton that was picked up at Mediterranean ports, chiefly
Venice, and brought by sumpter mule through the Tirol. In turn
he bought their product and supplied it all over Europe, He was
something more than merchant; he was also a manufacturer, of
the contractor type, operating on the putting-out system, furnish-
ing the wool and taking the cloth from some numerous hand
looms—3500, some historians say.

He was a large importer of metals, spices, silks, brocades and
damasks, velvets, herbs, medicines, works of art, rare and costly
viands, fruits, and jewels. He purchased large diamonds, some
costing as much as 10,000 to 20,000 golden gulden.

First among this merchandise was luxury goods. The princes,
nobles, gentlemen, and the richer merchants were his customers.
The lords and gentry and well-to-do townspeople were collecting
their dues and fines and taxzes in money, and there was a growing
volume of silver and gold to spend. The lords had a constant
flow of moneys which were for the most part dissipated. The
income of Europe was beginning to pile up in the hands of the
large merchants.

Inevitably these men were bankers—bankers to other mer-
chants, to farmers, to weavers, and to governments large and
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small. When any government wanted money it customarily went
to its rich merchants.

v

In the infant capitalist world of the fourteenth century the
closest approach to big-business technique was the spice trade.
Spice played the role that copper was to play in the fifteenth cen-
tury and oil in the twentieth. There was not much variety in the
foods of the time and the means of preserving them were even
less developed. The palate took refuge from the monotony of a
limited diet in a jolt of pepper or some other spice. Spices came
into widespread demand and merchant captains roved the seas
looking for spice supplies with something of the adventurousness
of the modern wildcatter hunting for petroleum.

For many years Venice was the center of the European spice
trade. But Portugal, following her conquests in India, got con-
trol of a supply that transferred the world’s spice capital from
Venice to Lisbon and later to Antwerp. Here is the way this
business operated. First of all, it was a royal monopoly. The
Portuguese king, like most monarchs of the time—and since—
continually needed funds. He would make a contract with a
merchant to outfit a vessel at the merchant’s own expense for an
expedition to the spice regions of the East dominated by Portugal.
The merchant loaned the king a sum of money proportioned to
the amount of spice or pepper he hoped to bring back. When he
returned with his hold loaded with pepper, cinnamon, and other
spices the king paid off the loan with the cargo. These were called
pepper contracts or spice treaties. Obviously they were highly
speculative, since it was a long voyage, in primitive vessels, across
seas menaced by storms and pirates. The empty-handed skipper,
of course, lost his loan.

Fugger dealt in spices, but for most of his life he looked upon
these spice adventures and their treaties a good deal as John D.
Rockefeller looked upon the oil producers. Rockefeller preferred



14 MEN OF WEALTH

to buy their oil after they had fetched it out of the ground, and
Fugger preferred to buy spices from the successful shippers
after they had brought it safely back. A man had to buy pepper
at a distant point, pay for it in advance in the form of a loan to
the king, haul it at his own expense and risk, and take the chance
in a fluctuating market that it would be worth what he paid for it.

This was not the sort of business Fugger relished. But the
other merchants of Augsburg, chiefly the great Welser firm, were
active in this. When the Portuguese conquered India, a consor-
tium of Augsburg merchants led by the Welsers made a pepper
treaty with the king to equip a fleet and made an immense profit.
Fugger took only a small piece of this.

But in the end he succumbed, as the refiners succumbed to
wildcatting for oil. Magellan, after a three-year trip around the
world, returned, having made various conquests. He took pos-
session of the Moluccas, the fabulous Spice Islands, for the crown
of Spain. Jacob Fugger sought a spice contract with the Spanish
king. With his fellow South German merchants, he equipped two
voyages, one led by Sebastian Cabot and one by Garcia de Loaisa,
to bring back pepper from the Moluccas. Both voyages were
complete failures. But Fugger died before they got well under
way and never lived to see the wisdom of his earlier restraint
vindicated. He lost 4600 Spanish ducats on this venture.

v

These rising magnates were not without dishonor in their own
times. They were economic revolutionists. They were as obviously
at war with the established order as the inventors of the power
loom at a later day or the makers of modern corporate finance
capitalism in the last century or the protagonists of the planned
capitalist society in our own day. An old dogma of economic
ethics, hoary with age and heavy with the benediction of the
church—the principle of the “just price”’—was being hustled out
of civilization.
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Europe had been operating on the economic and social ethics
of Saint John Chrysostom, remodeled and adapted to the times
by Saint Thomas Aquinas, for centuries. There was a ban upon
the unrestrained pursuit of wealth as something inherently evil.
Profit and interest were the twin devils of the scholastics as they
were of the atheist Marxians four centuries later. Chrysostom
had said: “Whoever buys a thing in order to make a profit selling
it, whole and unchanged, is the trader who is cast out of God’s
temple.” “What else is trading,” said Cassiodorus, a monkish
jurisconsult and sort of ghost writer to Theodoric, “but buying
cheap and wishing to sell dear at retail? . . . Such traders the
Lord cast out of the Temple.” This was fourth- and sixth-century
Christianity. The great Angelic Doctor amended this to permit
a profit—but at a “just price.” “Trading in itself,” he said, ‘“is
regarded as somewhat dishonorable, since it does not involve a
logical or necessary end.” “Gain,” he argued in his Summa The-
ologica, “which is the end of trading though it does not logically
involve anything honorable or necessary, does not involve any-
thing sinful or contrary to virtue; hence there is no reason why
gain may not be directed to some necessary or honorable end; and
so trading will be rendered lawful; as when a man uses moderate
gains acquired in trade for the support of his household or even
to help the needy.” (Question LXXVII, Article IV.)

Out of this grew the doctrine of the just price which was sup-
posed to inspire the trade of Europe until the eighteenth century.
But as Saint Thomas himself had said, the “just price is not
‘absolutely definite but depends rather upon a sort of estimate.”
Society therefore contrived a legal agency for ascertaining and
proclaiming the just price. The merchant’s guild became the
arbiter. The trader and craftsman were supposed to be content
with an income fitting their station in life. And in fixing the just
price the guild was supposed to be guided by the interest of
society and not the interest of the entrepreneur, which is one
point of difference between the ancient guild and its modern edi-
tions—the twentieth-century trade association. Under the influ-
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ence of this philosophy the guilds set up as code authorities in a
medieval NRA and proceeded to subject medieval trade to the
most extensive and exacting regulations. Everything was for-
malized. Trade itself was caught in hard and fast jurisdictional
ruts. In Frankfort there were 191 crafts—eighteen in the iron
industry alone. And as regulation begets regulation, the feudal
town became enmeshed in a tangle of rules and formulas and ordi-
nances and red tape that utterly constricted the economic system.

Everything had tended to become frozen. The merchants sought
to hold the workmen to long hours, low wages, and protracted
apprenticeships. There was a resistance to new men coming into
the merchant’s and master craftsman’s ranks. High fees were
imposed to keep the newcomers out. A tinker in Brussels was
charged 300 florins for the privilege of starting up his own shop.
The apprenticeship and journeyman stage was lengthened some-
times to twelve years.

Every form of progress had to fight against the established
rulers of manor and town. Poverty was appalling. Workers lived
in hovels. Abortive proletarian uprisings appeared all over Europe.
Peasants rose without success in Saxony, Silesia, Brandenburg,
Illyria, Transylvania. English laborers demanded to be paid in
money. journeymen guilds arose under cover of religious and
technical-instruction associations—bootleg unions, like American
speakeasies during the prohibition era disguised as dramatic and
literary clubs.

For a century a quiet, unostentatious, cautious, and inarticulate
resistance to these multiplying fetters was under way. New ways
of life, new demands of trade, the changes made by the expand-
ing money economy were forcing growing alterations in the gen-
eral acceptance of these theological concepts of trade.

For one thing, in a growing money economy credit was neces-
sary, even to the pope and the abbot who thundered against in-
terest. Pope John XXIII died with his miter in hock to Giovanni
de’ Medici for 38,500 florins. When John died his successor
demanded the miter back under pain of excommunication. In-
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deed, one monarch who possessed what was believed to be the
crown of thorns that had pierced the brow of the crucified Christ
pledged it to a Venetian banking house for a loan.

This need for credit expressed itself at first in a toleration of
the Jews. The new monarchs assumed new powers without the
financial means of supporting those powers. The religious orders,
embarked upon grandiose programs of cathedral and monastery
building, had to have money. Christians could not lend since the
" church forbade it. This offered an opening for the Jew, who was
not bound by Christian ethics. And so, being excluded from
other forms of trade, he became the moneylender of Europe. It is
of more than passing interest that Aaron of Lincoln, one of the
earliest known English Jewish moneylenders, had advanced funds
to the St. Albans minister at Lincoln and at least nine other
Cistercian abbeys. When he died the monasteries owed him
$24,000, which the good King Henry II piously declared forfeited,
at the same time confiscating Aaron’s property and cash, which
he used to wage war against Philip Augustus of France. Many
such instances are recorded.

For this pretty situation Saint Thomas had provided a con-
venient ethical shelter. The great theologian held lending at in-
terest to be a sin and an injustice to the borrower who was the
victim of usury. “The usurer sins in doing an injustice to the
one who borrows from him upon usury. But the borrower upon
usury does not sin, since it is not a sin to be a victim.” But, asked
the theologian, does not the borrower induce the lender to commit
a sin by offering him the occasion? “It is lawful,” expounded the
~ Angelic Doctor, “to use sin for a good end.” He adds, with what
might be called a naive, almost holy sophistication, that “He who
borrows money upon usury does not consent to the sin of the
usurer, but uses it; nor does the taking of usury please him, but
the loan, which is good.”

And what end could be better than the building of a monastery
or a cathedral or the support of a Christian monarch? As to the
confiscation of the property of the usurer, is not the sinful man
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subject to punishment? It is not possible to excommunicate a
Jew. But it is possible to deprive him of the means whereby he
or his tribe commits a sin. To take his funds is like disarming a
brigand.

As the new methods spread under the influence of the ex-
panding money economy, the need for credit by businessmen and
sovereigns grew to the point where funds more formidable than
the Jew could supply were needed. Moreover the merchant class
was accumulating money savings which they were eager to put
out at interest, and so the Christian banker appeared upon the
scene and the Christian ethic lost some of its plausibility. Society
divided into two schools, those who stood by the old scholastics
and those who took the fork in the road behind the leadership of
the humanists. The old-timers roundly denounced Jacob Fugger
and his colleagues in trade. They carried the war into the Diet
and into politics. There were great cities whose security depended
upon the power of the guilds, like Constance and Basle and
Liibeck and all the Hanseatic towns. There were some others,
like Augsburg, and the Flemish towns, and many in France,
which were building their prosperity upon the independent
capitalist.

The Hanseatic League, which comprised 150 cities at its height,
forbade any man to buy grain before it was grown, cloth before
it was woven, herring before it was caught. It regulated prices,
submitted its members to the most minute regulations, arranged
all to perpetuate the place and power of the “Little Man,” backed
its policies and rules with assemblies, tribunals, police, fleets of
ships protected by a navy, flew its own flag, and maintained
foreign branches where its branch managers and clerks lived in
barracks under an iron discipline. Despite its power, such mer-
chants were cruelly handicapped against the free, unfettered
devices of the independent merchant. Hence they denounced the
rising Fugger. At Constance the Ravensburg Company, until then
the greatest trading corporation in Germany, demanded that no
one should be permitted to have a capital exceeding 100,006
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gulden, though its own was not less than 140,000. The Council
of Nuremberg would restrict it to 25,000 gulden. In the German
Diet it was said that the wealthy were reproached with “destroy-
ing all chances for work of the small trader on a moderate scale.”
In France a similar movement was afoot. Jacques Coeur, the
erratic but powerful French millionaire, was indicted as one
“who had impoverished a thousand worthy merchants to enrich
one man.”” This sentence, in endless variations, was destined to
go echoing through the succeeding centuries. In the American
Congress, about the time John D. Rockefeller was born, a Missis-
sippi representative would bewail “the death of so many small
establishments which might separately and silently work their
way into honorable existences” and “one great establishment
rises on the ruins of all the surrounding ones.”

Fugger soon concluded, as John D. Archbold and John D.
Rockefeller did, that his philosophy needed an apologist. And
he found the ideal one in Dr. Konrad Peutinger, the humanist,
whose home was in Augsburg. Peutinger was a more formidable
champion than Chancellor Day of Syracuse University or the
flock of prosperous preachers who took Rockefeller’s gold and
used scripture to defend him. He was a sort of combination of
Samuel C. T. Dodd, Rockefeller’s verse-making and philoso-
phising counsel and Elihu Root, who spread bis own respectability
thinly over the hated monopolists of his time.

He was a lawyer and, like most lawyers of that era, a theo-
logian who had taken his place with that school which believed
that the philosophy suited to a human society must seek its cri-
teria and data in the affairs of men rather than in the abstract
contemplation of the spirit. He was Fugger’s chief adviser. He
wrote: “Every merchant is free to sell as dear as he can and
chooses. In so doing he does not sin against canonical law; neither
is he guilty of antisocial conduct. For it happens often enough that
merchants to their injury are forced to sell their wares cheaper
than they bought them.” He defended cartels and monopolies,
profit and interest. He was indeed the first great philosophical



20 MEN OF WEALTH

evangelist of the profit system. He drafted laws for the Emperor
Maximilian I in conformity with his beliefs and the interests of
his powerful client.

Thus always the reigning acquisitive group must have its phi-
losopher. Rameses found his in the temple. Nicias had his Hiero.
The corporations of Rome had their Cicero. Saint Thomas turns
up providentially to build a fortress of philosophy around the
feudal lord whose regime depends upon the suppression of the
merchant. And Dr. Peutinger appears upon the scene to refute the
Angelic apologist when his ethics no longer fit the prevailing process
of wealth getting.

As a matter of fact, even the great Angelic Doctor himself had
left a large loophole for the collectors of interest. He held that
while a man could not receive interest, yet if he received a gift
“not asking it and not according to any tacit or explicit obligation,
but as a free gift, he does not sin; because even before he lends
the money he might lawfully receive a free gift, and he is not put
at a disadvantage by the act of lending.” (Summa Tkeologica,
Lesson LXXVIII, Article I1.)

Here is pretty thin skating upon the theological ice, and in-
evitably the ice cracked first by the use of the ‘“gift,” then by an
understanding, by means of the bonus, much as interest-rate laws
have been evaded in our own time, and finally by frankly throwing
overboard the whole Aquinian luggage. For when Fugger writes
to Charles V for payment of his loan he asks plainly that “the
money which I have paid out, together with the interest upon it,
shall be reckoned up and paid, without further delay.” (Author’s
italics.)

Certain it is that Fugger, the pious Christian merchant, stood
in need of an ethical basis for his enterprises, since he reveled in
profit and interest upon a most extravagant scale. His biographer,
Jacob Strieder, estimates—using Fugger’s own figures—that in
1494 he and his two brothers invested a capital of 54,385 golden
gulden in their firm and that seventeen years later (1511) this
had grown to 269,091 golden gulden. Here was an increase in
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capital of about 400 per cent, or 23.5 per cent a year. But this
does not measure the profit, since it takes no account of the sums
withdrawn during those seventeen years by all the partners.
However, in 1511 a new accounting is begun. Various sums
were taken out of the business to pay off female heirs. The firm
made a fresh start in 1511 with a capital of 196,791 golden gulden.
After Jacob’s death, the inventory made by his nephew Anton,
which took nearly two years to complete, revealed a capital of
2,021,202 golden gulden. This represented a profit of 1,824,411
golden gulden, or over 9oo per cent. Here was a profit over a
period of sixteen years of well over 50 per cent a year. But again
it is necessary to add a considerable percentage to this account
for that part of the earnings withdrawn for the extensive expendi-
tures necessary to support the Fuggers’ magnificent way of life.

Vi

The long struggle to break up the old feudal system and the
primitive guild ethics of the towns and set in motion the capitalist
society lengthened out into a series of steps. First there was the
slow infiltration of money. Next came the shattering of public
acceptance of the scholastic ethics. Then came the rise of free
competition and the long retreat of the old guild trade monopolies.
Next was the development of modern banking. Then came the
rise of the large-scale industrial operator. It is because Fugger
played a leading role in all these stages that he stands as the most
important figure at the dawn of the capitalist era.

It is not easy to name the precise date when modern banking
begins. It is simple to say that it begins when loans are made, not
in cash, but in bank credit. Banks there had been in the earliest
times. And indeed the famous Mercato Nuovo or the Vendi
Tavolini in the Florence of the Medici did not greatly differ in
appearance at least and in most functions from the bankers’ loca-
tions on the street of Janus on the north side of the Roman Forum.
In the latter the moneylenders occupied a large ill-lighted apart-
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ment and sat in rows on high stools with their coins spread out
before them behind a bronze screen. In the Mercato Nuovo, which
still stands, the bankers sat on lower stools behind their tables
covered with green cloth, ordinary paper parchment for notations,
scales, a bowl for silver coins, and with their gold in pouches at
their belts.

The early Roman banker was primarily a moneychanger. A time
came when he accepted deposits which he loaned out for his clients,

The Florentine banker was also a moneychanger. But he was
far more a Jender of money. He loaned primarily his own money.
But he accepted funds from others which he used in his business
and which use he paid for.

There is a hiatus—a long period in the early Middle Ages—
when all traces of banks are lost. The moneylender-—and chiefly
the Jewish moneylender—alone is evident, a lone figure moving
through an unfriendly world from fair to fair and town to town, a
prey to knights and kings and brigands.

It is about this time, however, that banking again shows itself
in the business world. It appeared among the Lombards at Asti,
Chieri, and other towns, and later at Florence. These men did a
sort of pawnbroker business like the Jews, taking valuables of
various sorts as collateral.

We then find the larger merchant-adventurers drifting into the
banking business. They were compelled to do a certain amount of
moneylending in connection with their activities at fairs. The
banker-merchant posted himself at the fair. Merchants went about
buying and selling goods. Sometimes they operated by means of
exchanges of goods, sometimes with coins—perhaps to the extent
of 40 per cent. But there were merchants who had to have credit
until they had disposed of their whole cargo. And so they took
their vendors to the banker who either guaranteed payment or
actually made payment to be repaid later. Out of this developed
the practice of bills of exchange.

Always there were people or institutions or rulers who felt the
need of a safe depositor for their moneys. The English king de-



FUGGER THE RICH 23

posited his funds at times with the Knights Templars and so did
other princes and lords. It was a logical survival of the ancient
custom of keeping funds in the temples. In time the bankers be-
came more than mere lenders of their own funds. They accepted
the deposit of others’ funds. These they were at liberty to lend out.
Such deposits were treated as demand loans to the bankers, There
were times, however, when the depositor came for some of his
money only to find the banker did not have it available. Under
these circumstances the banker would take his client to another
banker with whom he had a deposit or enjoyed credit and thus
honor the client’s demand. After a while it became unnecessary for
the banker to go in person to another banker to arrange this with-
drawal. He would give his client a written order upon a neighboring
banker for the funds he lacked. Thus checks came into use. And
the next phase was for the client himself to give to another a
written order upon his banker for funds. Thus the general use of
checks came into vogue.

All the time, the banker served to accommodate the kings and
the petty princes and lords who needed money. When the king
required funds on loan he might get them from a single usurer at
first. But later he would be aided by a consortium of merchants
who would subscribe to the loan, usually under the leadership of
one of large means and influence among their number. Such a one
was Fugger. And thus, we see the rise of the international banker.

Cities, supported now by orderly taxation, would in need sell
their revenues in advance to tax farmers who, not infrequently,
raised the funds as the old Roman tax corporations did, by sub-
scriptions among the well-to-do merchants. One finds running
through all these early years ordinances and edicts and laws and
regulations of cities and kings and public bodies and guilds cov-
ering the subject of checks and deposits and bills of exchange and
negotiable certificates of deposit and bank examinations and bal-
ance sheets. Double-entry bookkeeping was perfected at Venice,
where Fugger served his apprenticeship. The Italians, chiefly the
Florentine bankers, were inventing names for various instruments
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and transactions—case, banco, giornali, debitore, creditore—which
were to become the daily countinghousehold words the world over.
Thus men were slowly forging the instruments, weapons, and the
jargon of the modern capitalist state that would become in time
the mold of society. These old bankers were leaving their names
upon the institutions and streets of the cities of Europe. In Flor-
ence you will still find in the street names, the memory of the
Bardi, Peruzzi, Albruzzi, Grecci, and others—bankers all.

The Fugger family had followed this evolution—first weavers,
then lenders of money around the fairs and market places, then
international bankers—the greatest of their time. Jacob Fugger’s
firm had a web of branches and factories extending from Naples in
the south and the Spanish peninsula to Hungary and Poland in
the east and Scandinavia and England in the west.

VII

No canvas designed to depict the dawn of capitalism would be
complete without a brief place for what was perhaps the first
authentic strictly capitalist depression in Europe, produced largely
by the operations of these new bankers. The episode is generally
known as the failure of the Bardi and Peruzzi banks in Florence
and it produced consequences not unlike those attending the fail-
ure of Jay Cooke in America or Baring in England or the Credit
Anstalt in Vienna in 1931.

Florence had carried far the organization of her producing
energies. Wool textiles was one of her important products. The
homes of the townspeople and the villagers were turned into sweat-
shops to which the merchants sent the raw wool to be processed in
the homes. While the Church and her doctors thundered against
interest and profit, the village priests read pastoral letters threat-
ening the workers with a denial of the sacraments if they resisted
the exactions of the wealthy usurers of Florence who dominated
the system.

A continuous supply of raw wool on the one hand and wide
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markets on the other became essential to the city’s economic
safety. This probably led the Florentine banker-traders to Eng-
land, where the best wool was produced. Two of the greatest
Florentine houses, the Bardi and the Peruzzi, began extensive
operations in England in the latter part of the thirteenth and the
beginning of the fourteenth century. They made large loans first
to Henry II1 and later to Edward II and Edward III, but mainly
to the latter. In return they got the privilege of trading in England,
which was otherwise closed to foreign merchants, and the privilege
of buying wool for the Florentine market.

It is these loans to Edward III which are called by historians
the cause of the failures of the Bardi and Peruzzi. But this is a
very considerable oversimplification. By 1337, when Edward III
launched that bootless century of struggle known as the Hundred
Years’ War by invading France, he owed the Bardi 62,000 pounds
and the Peruzzi 35,000 pounds. But he immediately made enor-
mous additional loans to finance his ambitious design to seize the
crown of France from Philip VI. By 1343, when the first phase of
that quixotic adventure came to an end, he is said to have owed
900,000 pounds to the Bardi and 600,000 pounds to the Peruzzi.
Sapori, a recent student of this historic episode, thinks the sums
exaggerated and that they were nearer 500,000 and 400,000 pounds
each.

Edward had promised to pay the principal and interest of these
loans in coin, and his undertaking was guaranteed by the Arch-
bishop of Canterbury and the Bishop of Lincoln. So eager was
the rash Edward for these sums th