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The price revolution caused trade and industry to expand. Population growth stimulated commerce in foodstuffs. Equally important was the growing income, which created a rising demand for consumer goods. Higher income also created a demand for farm products other than cereals. The resulting land use reduced the area available for grain production, and contributed to the rise in bread prices, which meant even larger profits. Another factor was the growth of the state. With more tax revenue to spend, the monarchies bought more supplies and so spurred economic expansion. Along with this expansion came a change in the nature of the productive enterprise. The reorganization took place in the faster-growing industries where a large mass market outpaced supply and made prices rise. This produced expansion. In textile industries, increasing demand promoted specialization. Markets shifted from local to regional or even international, a condition that gave rise to the merchant-capitalist. Their operations extended across local and national boundaries. Such mobility allowed them to buy or produce goods where costs were lowest and to sell where prices were highest. Because of the range of business, a capitalist could control the local producers, who depended on him for the widespread marketing of their produce. This procedure gave rise to what is known as the putting-out system of production, which represents an important step in the evolution of capitalism. It was not industrial capitalism, but the system broke with the medieval guild system. The new merchants saw to it that work was performed in the countryside, rather than in cities. The distinction between master and apprentice gave way to the merchant-owner and the worker. Enclosure capitalized industry. Mass evictions lowered the wages of cottage workers. This condition provided an incentive on the part of the merchant to invest in cottage industry. But the farming changes were more important than the industrial one, because agriculture represented a larger share of total wealth. A cluster of other innovations in business life accompanied the emergence of the merchant-capitalist and the putting-out system. Banking grew with checks. Accounting and bookkeeping methods improved. Business practices related to shipping also developed in the 14th century. A system of maritime insurance evolved in Florence. Equally important to overseas expansion was the form of business enterprise known as the joint-stock enterprise, for it allowed small investors to buy shares in a large venture. These companies made possible the accumulation of the amounts of money needed for large operations. In the Netherlands and England, there were less restrictions on trade and industry than in France and Spain. Thus in the 16th and 17th centuries, they were better placed to take advantage of the favorable conditions for expansion. In the Netherlands, this resulted from the weakness of feudalism. England’s advantage derived from its habits. Primogeniture operated among those who owned large estates. Younger sons were forced to make money elsewhere. Those who did in business would often benefit from an infusion of money that came from their older brothers’ estates. And such money was forthcoming from such quarters because of the profitable nature of English farming. In a reverse process, those who made money in trade would invest money in land. In the 1590’s, the Dutch invented the flyboat to handle bulky grain shipments at the lowest costs. This permitted them to capture the Baltic trade, which was the main source of their commercial expansion between 1560 and 1660. Equally was their commercial penetration of the Orient. Profits from the trade built ships that allowed them to displace the Portuguese in the spice trade. The Dutch chartered the United East India Company in 1602 and made trading posts in the islands which lasted until WWII. The English traded throughout Europe in the 16th and 17th centuries. They traded raw wool and woolens, but increasingly they included ships and guns. The 17th century saw the foundation of a British colonial empire along the Atlantic seaboard in North America and in the West Indies. In 17th century England, the government took the side of the capitalist producer. At the beginning, the king restricted trade. By the end, Parliament had power and economic policy more closely reflected the interests of big business. The Navigation Act of 1651 allowed all English shippers to carry goods anywhere. English shippers gained the profits of the carrying trade. France benefited from expansion, but not as much as England. The main reason was the aristocratic structure of France. The aristocrats were wary of commerce. Also, there were the guilds that restricted competition. Spain was even worse. By the 3rd quarter of the 16th century, it possessed the makings of economic expansion, but these did not bear fruit because the Spanish value system regarded business as a form of heresy. The Spanish held in esteem gentlemen who possessed land gained through crusading and warring. Numerous wars in the 16th century put an increasing strain on the Spanish treasury. Spain spent its resources on maintaining and expanding its imperial power and Catholicism, rather than on investing in expansion. In the end, the wars cost more than they could handle. Spain was displaced. 


