
SOURCES OF MODERN BUSINESS
PRINCIPLES AND PRACTICE

By ABBOTT PAYSON USHER

WE are fortunate in having an un-
usually complete record of
business principles and practice

at the close of the seventeenth century in
France: the treatise of Jacques Savary,
The Perfect Businessman (Le Parfait
Negociant). After making a substan-
tial fortune in the wholesale trade in
silks, Savary became involved in the
administrative work that culminated in
the Commercial Code promulgated in
1673. Much of the work of drafting
was entrusted to him, on account of the
Clearness and' comprehensiveness of
the proposals for reform of husiness
practice submitted by him in response to
the general request of the govemment.
When the code was completed, Savary
turned to the task of developing his
memoranda into a systematic treatise
which would serve hoth as a justifica-
tion of the new code, and as an expla-
nation of the new requirements imposed
upon husiness men. The result of these
labors was first published in 1675 un-
der the title Le Parfait Negociant. The
book won immediate recognition. Savary
at once became the leading authority; he
was pressed into service as an arbitrator
of business disputes and as a consult-
ing expert on matters of business law
and practice. He was cited as an au-
thority in the courts during his own life-
time, and his decisions thus played an
important part in the interpretation of
the commercial code. A number of
these formal opinions on legal matters
were included in the second edition pub-

lished in 1679, and the number was sub-
sequently increased until, with additions
made posthumously by the son, there
were 109 published in a separate vol-
ume and 9 included in the general text.

The treatise is a worthy record of
the distinguished career of its author.
It is in many respects different from the
treatises on business that had appeared
up to that time. Before Savary, writ-
ing on husiness subjects had heen con-
cemed with law or with bookkeeping.
There had heen attempts at broad dis-
cussion of the general problems of busi-
ness, but even the noted Italian work of
G. D. ?tv\—The Merchant (II Nego-
ciante, 1638)—failed to accomplish the
ambitious program that was clearly
present in that author's mind. Savary,
though well informed in commercial
law and in bookkeeping, subordinated
those special hranches of knowledge to
the larger problems of commerce. His
wide personal experience, as a merchant
and as an expert, and his contacts with
the mercantile class made it possihle for
him to survey the entire field of busi-
ness in France. In fields where his own
knowledge was insufficient, his friends
came to his aid with substantial infor-
mation, and nothing was at any time in-
serted in the treatise until the materials
were verified.

Fifteen editions of the treatise were
published in French, the last of them in
1800. The book was translated into
Dutch, German, Italian, and English,
but it seems to have exerted more in-
fluence in Germany than in the other
foreign countries. It was one of the
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standard hooks on business for a cen-
tury and a quarter, and its influence
waned only after the reforms of Napo-
leon had made its legal basis obsolete.
The vitality of the treatise is undoubt-
edly due to the fact that Savary stood
on the threshold of the modem age and
urged upon his contemporaries the fun-
damental principles of modem practice.

The arrangement of material in
Savary's text reflects the older economic
organization; he begins with the ap-
prentice and the elementary knowledge
that should be acquired by him. The
apprentice becomes a master and estab-
lishes himself in the retail trade. Then
follows discussion of the various forms
of partnership; of the wholesale trade;
of commission men and factors; of
commerce in foreign countries. Though
the legal background reflected the past,
the essential features of the distributive
system were modem—the trade chan-
nels were predominantly those of
the "classic" system: "manufacturer,"
wholesaler, and retailer. There were
various types of brokers, commission
men, and agents, and there were the two
primary groups of functional middle-
men, the common carriers and the
bankers.

The fairs, which were formerly the
predominant mode of distribution, had
fallen into decay, and though many of
them still existed, with the exception of
the "fairs of Lyons" they were of sub-
ordinate importance. The "fairs of
Lyons," too, were hardly more than a
fiscal device for liquidating regional
balances by a quarterly settlement of
accounts through a clearing-house.
The "manufacturers" of whom Savary
speaks occupied, of course, a different
place in the commercial system than

their modern successors. For the most
part, these seventeenth century "manu-
facturers" were small capitalists who
directed a process of production that
was executed by workers in their homes
under varying degrees of suhordination
to the employer. There were a few
factories in France in Savary's time, but
they were the exception rather than the
rule, particularly in the textile trades.
From the point of view of business ad-
ministration, the "manufacturer" of the
seventeenth century was more largely
concemed with the merchandising as-
pects of his business than with the tech-
nical side of production; the purchase
of raw materials and the sale of the
finished product absorbed the greater
part of his energies. The balance be-
tween production and merchandising
was not very well worked out; but the
characteristic error in emphasis was
precisely opposite to that of the nine-
teenth century, when the technical work
of production commonly absorbed the
energies of the manufacturer.

In the textile trade, which Savary de-
scribes in detail, the wholesale merchant
was the controlling force. The whole-
saler was not merely an intermediary
in the physical distribution of goods,
but also in large measure the predom-
inant financial power in the trade. As-
sociations of various types were com-
mon between the wholesaler and the
manufacturer, especially in connection
with the production of specialties and
exclusive fabrics. In some cases, the
manufacturer entered into a partnershin
with a wholesaler; frequently, they were
merely associated under a simple con-
tract for the preparation of a line of
novelties in accordance with the ideas
of the wholesaler. The wholesalers,
thus, participated in substantial mea-
sure in the financing and direction of
production. This degree of influence
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rarely occurred in respect to staple
lines. The wholesalers regularly made
substantial advances to retailers, and,
though the proportion of loans (not
more than ^ of the retailer's capital)
seems to have been smaller than is now
customary, the wholesaler was the
primary source of credit for the re-
tailer. These financial functions of the
wholesaler were of course more prom-
inent in the larger than in the smaller
houses. Savary distinguishes two types
of wholesale houses: some wholesalers
sold only to retailers who lived in the
same town—in modern parlance we
might term them "local jobbers"—
others sold not only to retailers in the
same town, but also to retailers in other
towns both in France and in foreign
countries. This second type of busi-
ness, involving the "sectional" and "na-
tional" markets, required suhstantial
funds, as turnovers were slower and
longer credits were necessary. Not a
little of this business was still done
through the fairs, and the provincial re-
tail merchants did not expect their pay
for the goods until the next fair. In
the interval they expected to sell out the
stock. The contacts of these provin-
cial retailers were jointly with the large
wholesale firms and with the local
maiaifacturers; from the wholesalers
they secured their specialties and novel-
ties, from the local manufacturers they
hought the common staples. Presum-
ably, the provincial retailer used his
cash resources in the dealing with the
manufacturers and thus came to ex-
pect generous credit accommodation
from the wholesaler on the high-grade
lines needed to fill out his stock. As the
fashions reached the provinces at an
appreciable interval after they had run
their course in the capital, the provinces
were an important market for the clear-
ing of stocks that would otherwise have

been a source of serious loss. But only
the largest firms could undertake this
provincial business.

Considerable emphasis is laid upon
the maintenance of the distinction be-
tween wholesale and retail trade. The
wholesaler was not expected to do
any retail business. "The term whole-
saler," runs the Code, "shall be re-
stricted to merchants who transact their
business in their warehouse, selling their
merchandise in bales, cases, or entire
pieces, maintaining no open shop, and
having no display of goods nor any sign
on their house." Savary urged com-
pliance with this strict interpretation of
the wholesaler's place in the trade.
"The wholesaler should never sell at
retail to people who are not in the
trade, because it arouses the jealousy of
the retailers and has a had effect on the
trade. Retailers will not buy of a
wholesaler who engages in retailing, be-
cause they think that they cannot make
a profit on his merchandise, the prices
being too well known by the public."

Apparently, there was less insistence
upon corresponding courtesy by the re-
tailers, for the desirability of direct
purchase from the manufacturers is dis-
cussed at some length, and the practice
was well established around Paris in
some staple lines of serges and ratines.
These lines were hrought to the cloth
hall at Paris or to the local fairs (The
Lendit, and St. Germain) hy the manu-
facturers and there sold to the retailers.
But for other lines, Savary urged the
young merchant to rely on the whole-
saler. "The wholesaler," he says, "ex-
tends credit, furnishes goods when the
markets are not well supplied, gives im-
portant services in emergencies, carries
a better line than can be bought directly
of the manufacturers, and he makes it
possible to carry better assorted stock
and affords facilities for filling orders
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from customers for particular colors or
weaves." The importance of perma-
nent trade contacts is very carefully ex-
plained, and its bearing on the quality of
goods obtainable and upon prompt de-
livery in emergencies is well empha-
sized. Direct purchase was therefore
discouraged. It could lead only to de-
pendence upon commission men in the
producing sections, and Savary had little
confidence in commission men. "He
who does business through agents will
go to the almshouse in person." Some
elements of the setting of the problem
are not precisely parallel with modem
conditions, but the trade practice was
already established, and, as at present,
subject to some measure of uncertainty
through tendencies to break away from
strict delimitation of functions.

Savary asserts that these general fea-
tures of the cloth trade are common to
the other primary trades, wholesale and
retail. One might wish for some
specific illustration, hut it is certainly
more than a perfunctory remark, for
Savary was well informed in respect to
the business conditions of his time.

The characteristic feature of me-
dieval trade was the lack of specializa-
tion between the functions of trading
and transportation. The merchant ac-
companied his goods; whether a simple
peddler or chapman with a pack or a
substantial merchant frequenting the
great fairs at which the business of the
European world was transacted. On
the seas, the merchant was represented
by a duly constituted agent who had full
authority over the cargo, relegating the
captain to the task of navigation. Spe-
cialization between these functions of
trade and transportation was a change
essential to the establishment of th?

modem organization of business. Spe
cialization required the development of
common carriers capable of assuming
full responsibility for transport of
goods over substantial distances. Car-
riers of a rudimentary type appeared at
an early date: waggoners, on the roads;
boatmen, on the rivers. But the earliest
common carriers transported the good
only a short distance so that frequent
transfers were necessary and the super-
vision of the merchant or his agent re-
mained essential. Service by relays of
carriers was an important feature of
transportation over the Alpine passes
from the fourteenth to the sixteenth
century, and there were survivals at
various points in France even at the
heginning of the eighteenth century
though the traffic was then supervised
by special agents. Heavy freight mov-
ing from Lyons to Paris made as much
use of water transport as possible;
goods were sent overland to Roanne on
the Loire, thence to Orleans, and
thence to Paris. The journey from
Lyons to Roanne was divided into three
stages: Lyons to Tarare, Tarare to St.
Symphorien, St. Symphorien to Roanne.
The service was performed by about
600 oxen at each stage. Three days
were required for each stage.* In this
case, the transfers were attended to by
resident agents, who were responsible
for the safe shipment of the goods.
"Lyons," says Savary, "is an entrepot
for all the merchandise coming from
Italy and Marseilles. There are com-
mission men resident there who receive
the goods and send them overland to
Roanne, * * * where they are trans-
ferred to boats to be sent to Paris, Or-
leans, Tours, Angers, Nantes, and

' Archives Nationales, Paris. G. 7.1*47. Memoire
sur le transport des Bleds dr Gennes a Paris, tl
;uin, r/IO.



SOURCES OF BUSINESS PRINCIPLES AND PRACTICES 279

other places." ' Orleans, Rouen, and
Paris are specifically mentioned by
Savary in connection with such transit
business, each serving different routes.
Orleans handled goods from Nantes as
well as from Roanne. Rouen was a
point of transfer for goods coming to
Paris from Holland, England, and the
North Sea ports generally. Paris
served the Seine basin. General ref-
erence is made to other entrepot towns
but no details are given. The carriers
in many regions made rather longer
journeys than between Lyons and Ro-
anne, but the activities of the agents
made through transport service possible
whatever the details of the physical
mediums of transport. The old means
of communication were thus given a new
commercial significance. Textiles, oils,
olives, citrus fruits, salt fish, jewels,
specie, and fragile merchandise are all
specifically mentioned by Savary in de-
scribing the transport system, so that it
would seem safe to say that the system
functioned as a fairly well organized
whole on the primary routes, and that
the business of seventeenth century
France was done under conditions which
differ only slightly from modern condi-
tions in respect to the degree of special-
ization.

The legal responsibilities of the car-
riers were approaching their modern
form. The carrier was provided with
a "Letter of Carriage" (Lettre de
Voiturc) which differed in form from
the modern bill of lading though it in-
volved obligations which were substan-
tially identical with the obligations of
the non-negotiable bill of lading. The
letter was drawn by the consignor, ad-
dressed to the consignee, and given to
the carrier. LIpon delivery of the

- Savary, J. Le Farfait NfgncinnI, I, 627. Ge-
neve. 1752.

goods within a reasonable interval the
carrier was paid by the consignee. Ad-
vice of the shipment was also sent the
consi^ee by post. The carrier was
responsible for damages in transit, for
a continuous and uninterrupted journey,
and for delivery at the destination des-
ignated. Liability for valuables was re-
stricted to the inventory which was re-
quired to be attached to the packages.

There were some improvements in
the mechanism of inland transport both
by land and by water. Beginning with
Colbert's ministry there was a notable
increase in the attention given to roads
and bridges. The results were not en-
tirely commensurate with expenditure,
because there were substantial deficien-
cies in technical knowledge of road
building, but much was accomplished
towards the improvement of the pri-
mary through roads.

Water transport was improved by
the establishment of canal connections
between the basins of the Loire and
Seine from Briaire to Montargis.
But the increased regularity of service
on the chief rivers was a matter of
StiU greater importance. The boats
operating under special contract for the
particular consignment were supple-
mented by boats operating under defi-
nite schedule between the various river
ports. The earliest arrangements of
this type in France were the boat lines
chartered by the Provost of Merchants
of Paris beginning in the last decade of
the sixteenth century.* References are
made to regular boats plying between
Paris and the river towns of Corbeil
(1596), Melun (1597), Villeneuve St.
Georges (1597). The first charter of
which we have the text authorizes the
establishment of a boat between Paris

' Repslri's ,lv Rurean de la t'ille de Paris, XI,
3<H- Fagniez. G. L'Economie Sociale sous Hen-
ri IV, pp. 208-9.
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and Joigny sur Yonne (1609).* Al-
though attention was called to these
first references by Fagniez, there has
been little material available on tbe
later history of the development, as the
records of the municipality have not
been printed after 1614. In addition to
the references given, the Paris records
contain the charters of boats between
Paris and the following towns: Bray
sur Seine (1625), Auxerre (1620,
1622, 1634), Montereau (1626),
Sens (1626), Chalons sur Marne
(1627), Meaux (1627), Lagny sur
Marne (1627), Le Ferte sous Jouarre
(1627), Chateau-Thierry (1627),
Epemay (1627), Rouen (1624), Ne-
mours (1640).' In the Rhone basin,
boats were establisbed between Lyons
and Vienne (1665), between Lyons and
Avignon (1666), and between Lyons
and Aries (1700).' A line of boats
was established on the Loire between
Roanne and Nantes, touching at all the
leading towns (1679), and a similar
through service on the Gcronne between
Toulouse and Bordeaux (1660).''

The boats were required to leave at
the hour published, whether they had a
full cargo or not; maximum rates for
passengers and freight were prescribed.
Although no technical changes in meth-
ods were involved, the appearance of
this type of service marked an impor-
tant development in the facilities for
transport.

Credit facilities were likewise im-
proved in important respects during the
seventeenth century, but no central bank
was established. Except for the ill-

* Archives Nationales, Paris. H. 1795. Mimoire,
»4. juillel, i6og.

• Archives Nationales, Paris. Rigistres du Bu-
reau de la nile dt Paris {Ms). H. iS<», pp. a»5,
J3O, 350, 53S, 550, 553. 555- H. 1804, PP- >9O. 3O7.
H. 1S06, 395.

• Archive! Nationalet, Paris, G. 7. 359. Mimoiri

Starred venture of Jean Law and the
short-lived Caisse d'Escompte (1776-
1783) no chartered bank was estab-
lished in France in the eighteenth cen-
tury. The failure of Law's bank un-
doubtedly delayed the development of
central banking to the cUsadvantage of
all, but it is necessary to avoid misjudg-
ment of the credit facilities actually fur-
nished by private individuals. A sub-
stantial private banking business had
developed in the commercial towns by
tbe middle of tbe seventeenth century.
No notes were issued that were com-
parable to tbe modern bank note, but
full use was made of promissory notes
and bills of exchange. These credit
operations were facilitated by bill brok-
ers: a group of intermediaries whose
functions were essentially modem
though in many of the cities of the king-
dom the number of brokers was re-
stricted to tbe offices created by tbe
crown as much as a century before, and
they thus possessed a monopoly which
embodied many of the objectionable
features of medieval institutions. The
actual business of tbe brokers, bowever,
was essentially modern.

Tbe private banker is a ratber ob-
scure figure in seventeenth century
France. The business consisted of mak-
ing loans on bills of excbange and tbe
furnishing of bills of excbange for casb
or for promissory notes. Tbe latter
mode of borrowing was firmly en-
trenched in business practice, and, by
reason of peculiarities in French law,
presented some special features. Two
types of promissory note were distin-

pour les entrepreneurs des barqueUes d'Avignon,
1701; d'Herbigny au ContrSUur GMral, Lyon, 8
mars. 1701; Guyet, 31 Janvier, 1703; Mimoire,
Janvier, 1703.

'Archives Nationales, Paris, G. 7. 359. Guyet.
8 dictmbre, 1703; G. 7. a94> Mimoire pour la con-
servation de FestabUssement des Batteau* dt Poste
de Toulouse i Bordeaux.
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guished, the simple promise to pay at a
designated date, and the promise to re-
pay funds which had been furnished
as bills of excbange. Tbis latter type
of note was enforcible through the con-
sular jurisdictions by summary proce-
dure, and in last resort entailed impris-
onment. Some years prior to tbe pro-
mulgation of the code of commerce
(1673), bankers were drawing all notes
as if they were given in return for bills
of excbange. Additional formalities
were tberefore prescribed in tbe new
code, requiring that notes given for bills
of excbange should contain the name of
the person upon whom the bill was to be
drawn, tbe name of tbe person wbo fur-
nisbed tbe valuable consideration, and
tbe nature of tbe consideration given.

Tbe establisbed bankers, bowever,
did not draw into tbeir bands all tbe
loanable funds. The presence of the
bill brokers made it possible for indi-
viduals with idle funds to secure sound
notes and bills, and tbus nobles, offi-
cials, tax collectors, and business men
were brought directly into the loan mar-
ket— whenever they possessed funds
upon which there was no immediate
claim. Thus, despite important diver-
gences from the credit organization of
today, there was a modest volume of
commercial credit.

The money market was less organ-
ized tban at present botb in tbe domes-
tic and in tbe foreign field. Centraliza-
tion of excbange dealing was very
incompletely carried out on tbe con-
tinent. Frencb business was divided be-
tween many towns. Paris remitted
tbrough Lyons to Italy, and through
Marseilles to the Levant. Contacts
with Germany and the North were com-
monly establisbed through Amsterdam,
Antwerp, or Hamburg. Trade contacts
between Englisb and French towns were
usually direct. Only the simplest fea-

tures of the modem organization of
credit were present.

The defects of this organization were
serious. Credit suffered severely from
the lack of an assured specie standard.
The coinage of France had frequently
been subjected to disastrous and delib-
erate depreciations of standard, and de-
spite tbe bigb administrative ideals of
Louis XIV be continued tbe debase-
ment of tbe standard coins that had
long been in progress. From tbe mid-
dle of Colbert's ministry to tbe close
of tbe reign of the Roi Soleil tbe gold
content of the livre tournois fell from
1.93 francs to 1.25 francs. In the years
that followed, the depreciation contin-
ued and tbe intrinsic value of tbe livre
fell below i franc. Besides tbese oper-
ations with the coinage, there were se-
rious difficulties arising from tbe issue
by tbe govemment of interest-bearing
notes tbat were practically inconvertible
(1700-1710).

Tbese disorders of the standard of
payments left exchange rates in chaos.
The nominal par of excbange ceased to
bear any relation to tbe rates actually
charged; specie payments of balances
were at times entirely out of tbe ques-
tion, and excbange was tbus regulated
solely by tbe commercial balances be-
tween tbe various places.

There was no organized system of
competitive bidding for commercial
paper, and in the absence of regular
quotations tbere were opportunities for
usurious prices. At Lyons, rates were
establisbed by tbe committee in cbarge
of the "fair," but elsewbere tbere was
no authoritative quotation. Tbe estab-
lishment of tbe Bourse at Paris in
1728 overcame some of tbese deficien-
cies and enabled tbe bankers partially to
dispense with tbe services of tbe brok-
ers. The developments in France thus
did not keep pace with changes in

iaHBR3
1 '^
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England, and at the close of the eight-
' eenth century France was still without

an adequate banking system, tbougb ber
commercial rival bad built up a note-
wortby credit structure in tbe course of
tbe century.

IV

Material for a description of tbe
business unit and tbe practices of tbe
individual business men is none too
abundant in Savary's pages, but if bis
illustrations can be accepted as even
approximate indications of conditions,
there is the means of sketching the
larger outlines of conditions. Retail
trade was confined to specialty shops,
in which merchandising was at times
combined with more or less craft work.
The average size of tbe establisbment
varied, then, as now, in proportion to
the value of the goods—the trade in
silks and cloth of gold stood at the top
of the textile trades because tbe goods
were tbe most valuable. Savary's per-
sonal experience was largely confined to
wbolesaling in tbis brancb of trade, so
that many of bis illustrations bave
to do witb this brancb, but there are va-
rious references which establish some
comparisons.

All accounts in France were kept in
terms of the livre tournois, a money of
account which was then rated at io
Hvres per pound sterling, or 2 livres per
dollar. This, however, is only the direct
specie equivalence and should hardly
be used in attempting to form an im-
pression of the size of tbe business unit.
Proportions are perbaps more indica-
tive tban absolute figures. In articles
of partnersbip given as models, 1,200
livres was set down as tbe limit of per-
sonal living expenses for an unmarried
partner and 2,400 livres for a married
partner, botb in the retail trade. In the
wbolesale trade 2,000 to 3,000 livres

was allowed. In tbe accounts of a bank-
rupt given as an illustration of extrava-
gant expenditure, bis personal expenses
were set down as 6,540 livres per year.
Tbe average price of wbeat in Paris,
1670-1679, was equivalent to 3.68 livres
per Englisb busbel. Tbe purcbasing
power of tbe two currencies would tbus
be close to tbe nominal equivalence of
tbe currencies in terms of present prices
of wbeat in tbe United States. Tbe stand-
ards of living suggested would indicate,
bowever, tbat the general purchasing
power of the livre was somewhat great-
er than the nominal equivalence. It is
probably safe to assume tbat tbe livre
was equivalent in purchasing power dur-
ing tbe earlier years of Louis XIV to
50 or 75 cents of present American
money. Relative values cannot wisely
be expressed witb greater precision.

Savary twice speaks of baving known
of a wbolesale house in the silk trade
tbat did a business of 4OO,oo<3 to 500,-
000 livres per year, but sucb a volume
of trade was apparently exceptional.
Model articles of partnersbip give fig-
ures of 100,000 livres as tbe capital of
tbe establisbment; 120,000 livres is
given as tbe capital in respect to a part-
nership between a wbolesale dealer and
a "manufacturer." Unfortunately, tbere
is absolutely no material from wbicb one
can form an estimate of tbe rate of
turnover, and consequently tbese figures
for capitalization leave us very mucb
in tbe dark. Savary beld tbat one-
tbird of tbe stock might be purchased
on credit, and with allowance for the
cost of the premises tbere would be
some rougb approximation between tbe
amount of capital and tbe amount of
stock. His specimen accounts assume
sucb a relation. Tbe rate of tumover
is tbus crucial. It is evident tbat tbe
tumover was slow as compared witb
modern standards—two or tbree stock-
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turns is certainly as mucb as could be
safely assumed. As this would indicate
an average total trade of 200,000 to
300,000 livres in wholesale lines, it
would be in keeping with the reference
to 400,000 to 500,000 livres of gross
sales as a very high figure.

In the retail silk trade 20,000 livres
capital is said to be too little. A speci-
men inventory gives 25,000 livres as
capital and 25,687 livres as stock; speci-
men articles of partnership give a cap-
ital of 30,000 livres. Assuming a turn-
over of 2-3 times, the annual sales in tbe
retail trade would amount to something
between 50,000 and 100,000 livres. A
smaller business could bardly bave
maintained two married partners, and
an extra band or two as apprentice, or

Tbe only detailed illustrations for an-
other trade appear in specimen articles
of partnership for the wine trade at
Saumur. The capital in that enterprise
was set at 15,000 livres.

The business unit corresponded pretty
closely to tbe smaller units of the pres-
ent time, botb in volume and in methods.
The proprietor or partners were in per-
sonal attendance continuously; and any
enterprise that required much travel or
constant dealing in a distant town in-
volved commonly a division of the work
between tbe partners, one in one place
and one in tbe otber, or one resident
and one traveling. Tbe interest of tbe
situation in tbe seventeentb century lies
in tbe clear indication of attempts to
build up metbods based on careful rec-
ords and to make tbe business less de-
pendent upon tbe mere memory of tbe
proprietor or partners. Double-entry
bookkeeping began in Italy early in tbe
fifteenth century, and Italian methods
had spread quickly to other continental
countries, but tbe books kept in accor-
dance witb tbe classical traditions of

Italy furnished only a very inadequate
record of the business as a distinct ac-
counting unit. The Italians laid down
the essential principles, but mucb was
still to be developed in practice.

Tbe changes most necessary to give
a truly modern appearance to the ac-
counts were the general introduction of
the annual balance sbeet for tbe enter-
prise, and tbe periodic merchandise in-
ventory that was a necessary prelimi-
nary to such a balance. In tbe early
period books were never balanced until
tbe end of tbe book was reacbed, what-
ever tbe interval of time involved. Mer-
cbandise inventories were rarely taken,
and tbere was never any separation be-
tween tbe bousebold accounts of tbe pro-
prietor or partners and tbe accounts of
nVe enterprise. 5"tevrn, a ZJlitcA writer,
urged as early as 1608 tbe taking of an
inventory and tbe drawing up of a bal-
ance each year, but this was regarded
as a counsel of perfection and was an
infrequent practice. The French code
of 1673 became under Savary's in-
fluence an important means of general-
izing this practice. The code required
all merchants to keep books under tbe
pain of being declared fraudulent bank-
rupts, if at tbe time of failure a com-
plete set of books were not fortbcom-
ing. The books to be kept were care-
fully described, and certain of them
were to be signed by court officials to
attest their authenticity. An inventory
was to be taken by all merchants within
six months of the publication of tbe
code, and every two years tbereafter.
In tbe treatise, Savary explained tbe
value of tbese requirements witb great
care, and in respect to tbe inventory
urged tbat it be taken eacb year. Tbe
pressure of tbe code in France and tbe
vogue of Savary's treatise in other coun-
tries contributed mucb toward tbe im-
provement of business practice. Grad-
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ual improvement was also necessitated
by tbe increase in volume of business
and tbe inevitable reliance upon various
forms of partnersbip, wbich created
new needs of accounting.

Savary describes in detail tbe books
desirable for retailers and for wbole-
salers. Retailers were urged to keep
nine books. ( i ) Tbe book of purcbases,
in wbicb was written up daily tbe mer-
chandise purcbased. Entries should not
be made until tbe yardage of goods bad
been checked and any necessary adjust-
ments made. Tbis book was required
to be attested by judicial signature. (2)
A double-entry account of tbe transac-
tions recorded in tbe book of purcbases.
(3) A journal, recording all goods sold
n credit. Tbis should bear judicial at-

ustation. (4) A book recording tbe
credit sales in double entry. (5) A book
of sales, including botb goods sold for
cash and cash received from debtors.
(6) An expense account, including botb
money spent in connection witb tbe busi-
ness and tbe total sums witbdrawn for
personal use. (7) A book kept in
double entry, based upon tbe two pre-
ceding books: tbe casb receipts and tbe
expenses. (8) The stock book, an ac-
count kept in double entry of the goods
purchased, and of the amount sold. In
the cloth trade, the length of eacb piece
was entered on one side of the book,
while on the other side were kept tbe
date wben the piece was first cut, the
price, and the length sold. Finally, tbe
last sale from tbe piece, date, price, and
lengtb sold. Intermediate transactions
were not given in tbis account, but kept
on the wrapper or on a tag attacbed to
eacb piece. By careful personal atten-
tion to tbe stock book and tbe records
on tbe pieces of goods tbe mercbant
could detect theft so promptly that the
clerks would not dare incur tbe risks.
Finally, (9) there sbould be a small

book called tbe Carnet (Memorandum)
containing a list of all debts of the firm
to merchants, workmen, and otbers, ar-
ranged in accordance witb tbe days
wben these obligations fell due.

The books of tbe wbolesaler are not
described in sucb great detail as tbe set
of retail books. Tbere sbould be a jour-
nal as book of original entry for all tbe
affairs of tbe enterprise, and a ledger
for the double-entry account. Prior to
tbe code of 1673, it was customary for
partners to keep a "secret" book record-
ing tbe capital account of the partner-
sbip, but Savary felt tbat the code ren-
dered this useless by requiring that all
the affairs be recorded in a single book.
The wholesalers were required to pre-
serve all letters addressed to tbem, and
copies of all letters sent. A stock book
was also necessary, and a Carnet, botb
of these being identical in form and pur-
pose witb the similar retail books. If
the wholesale merchant did any "bank-
ing" business, it would be essential to
keep a separate record of all bills of
excbange drawn by bim or by bis part-
ner, and a book of bills accepted with
appropriate details in each case. If tbe
wholesaler had manufacturing done
under bis direct control, additional
books would be required, which are
mentioned by name, but not described
sufficiently to reveal the system of ac-
counts proposed.

Some important cbanges in tbe forms
of business organization were taking
place. Tbe legal and social obstacles
tbat bad long excluded tbe nobility from
any participation in trade were removed
by royal ordinances. Explicit permis-
sion was given all members of noble
families to engage in wbolesale com-
merce, and in a number of instances pat-
ents of nobility were granted to wbole-
sale mercbants and to persons engaged
in tbe establisbment of new manufac-
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tures. For the most part, however, the
nobility bad no desire to participate ac-
tively in the direction of business, so
tbat the common arrangement was the
formation of a partnersbip in wbicb
funds were invested by some nobleman
in an enterprise wbose actual conduct
was in tbe bands of a business man of
experience. Tbe limited partnersbip
(societe en commandite) was best
adapted to tbis purpose and came into
mucb more extended use than had for-
merly been tbe case. Persons otber
tban merchants, in fact, enjoyed a spe-
cial degree of limitation of liability in
tbese investments, because tbe registra-
tion that was compulsory among mer-
cbants was not required in tbe cases of
nobles. Tbe participation of tbe no-
bility in tbe wbolesale trade was tbus
almost completely witbdrawn from the
scrutiny of tbe commercial courts, in
practice exempting sucb investors from
all liability even in case of bankruptcy
unless tbe silent partner voluntarily de-
clared himself.

In Savary's time the societe anonyme
was used primarily for particular trans-
actions between mercbants. The early
charters to the great trading companies
at first made no special attempt to har-
monize the new device with current
legal tradition, but as the features of
the joint-stock company emerged more
clearly their legal aspects were gradual-
ly interpreted in accordance with tbe
general principles of tbe law of partner-
ship. These developments, bowever,
came in tbe eigbteenth century.

Altbougb there was little discussion
in Savary's time of tbe problems of busi-
ness administration tbat now engage
tbe best efforts of business men, tbese
problems were not ignored. Tbey were
1 9 *

present, however, on such a small scale
that little more tban the judgment of
principle was involved. It bas already
been noted that Savary's accounts would
nowbere reveal an actual rate of turn-
over, but tbe problem of tbe stock-turn
is clearly recognized. "Higber quality
of judgment," he says, "is shown by tbe
losses tbat are accepted, than by tbe
gains tbat are made. No great quali-
ties are required wben it is a matter of
selling for 11 livres goods tbat cost only
10; but wben one decides to sell tbem
for 9 livres, tbe courage and judgment
of the mercbant are sbown." Goods that
are passing out of style must needs be
sold promptly, even at a loss, if larger
losses are to be avoided. Tbese losses
are naturally offset by tbe relatively
bigb prices charged for novelties at tbe
height of tbe fasbion. Defective goods
and remainders must be sold promptly
at any sacrifice tbat may be necessary.
Such mercbandise merely becomes more
and more defective witb age, and is
finally unsalable at any price. Tbese
goods, if kept, become dead funds. "At
times, it is desirable to sell without
profit," says Savary, "because of tbe
necessity of obtaining liquid funds for
tbe payment of outstanding obligations.
It is better to sell at some sacrifice tban
to pay excessive rates of interest for
accommodation." Finally tbere are cer-
tain personal considerations tbat must
be recognized: tbe old customer tbat re-
fuses obstinately to give the full price
can best be bumored even at a sligbt
loss; tbe prospective purcbasers of a
trousseau or mourning costume may like-
wise be induced to make all tbeir pur-
chases at tbe given shop by astute
concessions bn particular goods at the
critical juncture in the negotiation.

Tbe credit problem depended very
largely upon personal knowledge ac-
quired by experience, tbougb many ele-
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ments of principle appear. In tbis con-
nection Savary reminds tbe young mer-
chant, wbo is presumed as a reader,
tbat notbing can serve bim but an ac-
curate knowledge of tbe "beau monde"
secured during tbe years of apprentice-
ship. Tbe merchant must avoid selling
to those wbo bave consumed tbeir her
itage and accumulated a hopeless bur-
den of debt. Tbe business of such
people is easy to obtain, but of no value.
Xor is it wise to sell large quantities to

particular individuals regardless ol
tbeir capacities of payment. Care sbould
be taken in tbe collection of debts, and
no accounts should be allowed to run
for more than a year at a time. Tbe
discussion of tbis last problem indicates
clearly tbat tbe periods of settlement
were mucb longer tban is now custom-
ary. Many accounts commonly ran for
more tban a year, and until the publi-
cation of tbe new code tbree years were
allowed before a debt was outlawed.






