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ORGANI ZATI ONAL GENESI' S, | DENTITY AND CONTROL:
THE TRANSFORMATI ON OF BANKI NG | N RENAI SSANCE FLORENCE

Organi zati on Theory Background

Current organization theories explain organizational form
essentially through selection. That is, instead of focusing on
t he dynam cs of energence, the field as a whole adopts as its
epi stenol ogy consequentialism which enphasizes the relative
performances, and hence death rates, of different forns in
different environments. The hope of the field is that the
performance relationship between form and environnment s
sufficiently invariant that equilibrium fixed points wll be
reached, independent of dynam c path.

This shared epistenological stance hardly inplies that
t heoretical consensus has been reached. Strong debates flourish
over which selection environnent is the nost powerful (markets
vs. states vs. professions); over what is the proper unit of
sel ection (standard operating procedures vs. contracts vs.
legitimation principles vs. structural phenotypes); ad over
what role strategic choice plays in macro selection
(constitutive vs. epiphenonenal). Al these debates reveal that
"performance", the <criterion for selection, 1is far nore

difficult to define, nuch |ess mnmeasure, than nmay at first
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appear. Such operational difficulties aside, the field's
epi stenol ogi cal convergence on consequentialism has had the
virtue of permtting debates to be tight and well focused.

But this consensus has been purchased at a cost. It is no
accident that hardly anyone since Stinchconbe's hoary but path-
breaki ng cl assic of 1965' has broached the topic of the genesis
of organizational form including wthin that topic, as
Stinchconbe did, the systematic rel ationship between processes
of organi zational birth and the surroundi ng social contexts out
of which organizations are constructed. This challenging issue?
currently is pushed under our collective rug through a variety
of sinplifying assunptions: bi ol ogy-inspired organization
theories use random zation (sonmetines supplenmented wth
di f f usi on) to sidestep the question; econom cs-inspired
organi zation theories posit that good ideas are available to
everyone (perhaps through costly search); and culture-inspired

organi zation theories rely on ideational tenplates (thenselves

!Namdy, "Socid sructure and organizations" in Handbook of Organizations, edited by
James G. March, Rand McNally 1965.

Thistopic is chalenging in biology aswell. Many authors have pointed out that the
impressive advances of the "Modern Synthesis' of Mendd and Darwin into population genetics
have been purchased at the cost of "abolishing the organism”, thet is of ignoring the complex
interactive ways in which genotype, coupled with molecular environments through feedback
networks of chemical reactions, aggregates up into phenotype, during the process of
development. Phenotype is assumed, but not explained, in current natural selection theory. See
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not explained). Each of these approaches <can deal wth
reproduction, or choice within given alternatives; none can deal
with the genesis of the alternatives thensel ves.

The | acunae these fixes hide are reveal ed nost obviously in
conparative or historical research, which regardless of tinme or
pl ace tends to discover a cornucopia of organizational forns,
wel | beyond the range of our usual Anericanist vision. Arguably,
all these fornms are "adapted” to a local "environnment"” which has
"sel ected” themon sone criteria of "performance". But the sheer
diversity of ways in which these analytic terms nust be
operationalized, to fit various historical cases, threatens to
make the entire metaphor vacuous.

The essential theoretical problem well wunderstood in
Stinchcombe's original article, is causal feedback between
organi zational form(s) and environnment(s). In no time or place
have organizations faced a fixed topology or |andscape of
environmental resources over which they nust maxim ze. Not
unl i ke species in the Amazoni an jungl e, organizations have faced
instead a plethora of other interconnected organi zations and

soci al networks into which they nust fit, the dynam cs of which

Buss (1987), Fontana and Buss (1994), Kauffman (1993), Goodwin (1994), and Newman (1994).
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they thensel ves affect. Path-dependent histories of co-evolving®
organi zational fornms can wal k and have wal ked thensel ves into
all sorts of self-sustaining corners of abstract possibility,
i ncl udi ng many beyond our experience.

Beyond sinply waving our hands at the glorious
i ndeterm nacy of human (and natural selection) agency, the
guestion of course is how to construct a franmework for anal yzing
system c interactions and feedback, in such a way as to (post-
hoc) explain the energence of new organi zational fornms. Here |
use ny enpirical work on Renaissance Florentine banking--
arguably the "birthplace" (along with Genoa and a few other
Italian city states) of financial capitalism-as a platformboth
for nore closely structuring the analytic problem of
organi zational genesis and for speculating about enpirically
pl ausi bl e theoretical solutions. Perhaps understanding the
mechani sms that generated the history-shaping sequence of
i nnovati ve organi zational forms in this one creative epoch wll
suggest mechani sns underlying organizational genesis nore

general ly.

3Co-evolution, rather than evolution, is the term biologists use to discuss these species
interaction effects. Arguably, however, the problem goes deeper than the population dynamics
models, based on food webs, typically used to operationalize this concept. See for a premier
example May (1973). Such models do not address where species themselves come from, only
thelr relaive population Szes.
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The Florentine discussion is founded on years of original
primary research. Here though | suppress evidentiary detail, to
be published el sewhere, using the case sinply as springboard to
nore general thinking about organizational genesis. Let no one
m st ake the inductive sequence, however: | aminferring genera
t heory from unpacking a particul ar case. The generality of the
conclusions here can only be established through careful

compari son with anal ogous cases.?

Structuring the Probl em of Organi zati onal Genesi s

Viewed fromthe very proximte perspective of the founder
the birth of an organization can be understood in quasi-
bi ol ogical ternms. In both biological and social systens, birth
is rooted in a logic of reconbination: unlike what our nodels
sonetinmes inply, spontaneous generation never occurs. It is the
absence of a theory of reconbination that inhibits social-
sci ence understandi ng of genesis: we need to take nore seriously
than we do the fact that nothing exists without a history.

The anal ogue to DNA in social organization is the set of

i deas, practices, and social relations of the founder. For

“The Santa Fe Institute has created a new research program, entitled “The Co-evolution of
States and Markets,” under my direction, which is currently pursuing exactly this agenda.
Ongoing participants in this program include Walter Powell, David Stark, and Douglas White.
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shorthand, | call this set the ‘logic-of-identity’ of the
founder. At the genotypic Ilevel of analysis, it is the
reconmbi natorial history of these ideas, practices and soci al
relations, controlled through social interactions anong persons,
that social science nost needs to understand. To take an
exanple central to this article, who an individual is as a
banker is deeply affected by whomthat individual is as a person
(rodi fied of course by what he has |learned in his role). And who
the individual is as a person, in turn, is the product of the
‘“mating systemi of the population, concatenated to generate
hi storically intertwined |ineages of practices and persons.

Under st andi ng organi zational genesis at the |evel of
genotype, therefore, cannot be divorced from understanding the
soci al production of careers and bi ographi es--careers of ideas,
of practices and of social relations, as they interleave through
t he bi ographies of their person carriers.

An analytic focus on genotype in no way inplies that
organi zation is just one individual’s blueprint. How | ogi cs-of-
identity wunfold into organization is hardly a matter of

automatic tenplate and design.® Actual |iving organizations,

®Likewise, the notion of gene as "blueprint”, automatically producing organisms
independently of the chemica reaction environment, through which it operates and which
regulatesit, is discredited in biology.
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social or biological, are the devel opmental products of these
founder logics, interacting with the inherent properties of the
social or biological raw materials being assenbl ed.® I n econonic
organi zation, these raw materials in |arge part are the soci al
net wor ks of business interaction partners, selected into (and
sel ecting) the organization through tradi ng and personnel fl ows.
Qut of this soup of founding logics-of-identity and cross-
cutting social networks, an autononmous organi zation will energe
and sustain itself through time if an autocatalytic "nmetabolic
chem stry" of technol ogy and work routines crystallizes out of
this ideational/social mxture’ (Fontana and Buss, 1994; Padgett,
1997).

This mcro, organic view of organization is crucial
prelude, both because it defines terns of analysis--nanely,
| ogics-of-identity, social network materials, and energic

resource flows; and because it defines a devel opnental research

®In organization theory, ingtitutiondlists (e.g., Meyer and Scott, 1983, and Powell and
DiMaggio, 1991) more emphasize the first ideationd hdf of thisinteraction; socid
embeddedness theorists (e.g., Granovetter, 1985, and Padgett and Ansell, 1993) more emphasize
the second ‘raw materid’ hdf. In biology, Goodwin (1994) and Newman (1994) are especidly
strong on the second side, emphasizing the channeling impact of organic raw materials on
development.

"I do not emphasize the point, but in addition a far-from-energy- equilibrium metabolic
chemigry, be it molecular or human, needs to be fed with environmentally available resources
that it can process (Prigogine and Stengers, 1984). Were | to focus empiricaly on trading (food)
more than on partnership (DNA) this point would assume more prominence.
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agenda--how to understand their dynam c interactive unfolding
through tine. In the Florentine case di scussed below, I will be
concerned with economc partnership--that is, not with all
aspects of the banking firm (enployees, trading, etc.), but with
the capital-formation nucleus of the firm |In this context,
"l ogics-of-identity” refer to the historically variable rules
for capital formation and pooling in Florentine society; and
"social networks" refer to the socially structured channels
(fam ly, neighborhood, social class, patronage) through which
potential bankers with capital found each other to form and to
re-form firms.?8

Thi s firmlevel, devel opnent al perspective on
organi zati onal genesis, while invaluable for clarifying terms of
analysis, in the end will prove inconmplete for understanding
invention. Viewed fromthe macro perspective of a "market" or a
"profession",® the birth or reconstitution of a new firmis just
one instance in a larger flow of capital and people through the
society's respective nmarket and profession systens. Firm

nor phol ogy at the | evel of partnership was and is shaped by the

®Because of the focus here on partnership, not trading, the otherwise important role of energic
resource flows (gpart from capitd itself, of course) recedes into the background.

%1 place these presentist termsin quotes here, only to remind us that the way Florentines
organized "markets' and "professons’ bears only some resemblance to what twentieth-century
Americans know.
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| ayering of two flows: Iliquidities of different types of

capi tal *°

and careers of different types of bankers. Overl ooking
the patterned | ayering of these macro flows paralyzes us from
even approaching the nost interesting historical question: how
are conpletely new (al beit path-dependent) and possibly epoch-
shapi ng i nnovations in organi zati onal form produced? Bi ol ogists
| abel this question speciation.

To nmake progress at this difficult speciation |evel of
analysis requires wunfamliar thought, | wll argue, about
nultiple | ogics-of-identity, about nultiple social networks, and
about their concatenation.' The lives of all people, in all
eras, participate in one way or another in economc, in
political, and in kinship activities.? Societies differ in how

they put these donmins together. The autocatalytically

stabilized logic of reconbination in any one sector is regul ated

10By "different types of capital" | mean the sources of capitd. In Florentine society, the
options were inheritance, dowry, interna past profit, externd investment by economically
passive investors (aristocrats, churchmen, etc.), and externa investment by other Florentine
firms Stock markets did not yet exist, even though government bond markets did, in part
because limited ligbility did not yet exist. The patterns of flow of these different types of capita
through Florentine society varied radicaly, both cross-sectiondly and acrosstime.

Yin thisartide, | am generdizing from the one particular, highly centralized, pattern of
concatenation of multiple networks with multiple attributions that was analyzed in Padgett and
Ansdl (1993).

12This of course does not imply that al people are thinking smultaneoudy about dl things a
every moment.
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by the personnel and resource flows produced by other sectors.
This | take to be the operational neaning of ‘socially enbedded
(Granovetter, 1985). Mdire than that, however, occasionally
perturbations in one reconbi nant domai n dynam cally reverberate,
or spill over explosively, into another domain to tip that other
domai n’s own autocatal ytic regine.

Descriptively, this is refunctionality: the use of one
social or biological organizational form for a conpletely
different purpose (cf. Skocpol, 1976; Sewell, 1980; Stark and
Bruszt, 1998). In ny observation, such cross-domain rew rings,
in the Florentine case often produced in the heat of political
crisis, were the catalysts that ultimtely generated the npst
i nportant, epoch-shapi ng or gani zat i onal i nnovati ons I n
Fl orentine economic history. Such economcally innovative
consequences of political revolt, observed in the Florentine
case, were hardly either immediate or inevitable. They occurred
only when and if these sonmetimes violent rewrings becane
institutionalized into new nmating systens, whi ch  noved
Fl orentines across domains in new ways, reliably reproducing new
types of biographies and careers.

Thus | agree with Burckhardt (1954 [1860]), and inplicitly
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with Goldthwaite (1968), that Florentine innovation ultinmately
is to be explained as the social construction of a new type of
person. Where | part conpany with these distinguished and deeply
informed judgnments is their occasional suggestion that the
nature of this new Renai ssance person was either nodern or
i ndi vidual i st.'® The economic history | observe in the undeniably
i nnovative Florentine banking industry is, at the industrial
| evel of analysis, neither unidirectional, teleological nor

i ntenti onal

Four Phases in the Devel opnent of Florentine Donestic Banking

To operationalize the discussion, let ne now outline
concretely the norphol ogical changes, at the level of
partnershi p, that Renai ssance Florentine banking created, from
1300 to 1500, to produce the fanpus "birth of financial
capitalism™

It helps entree into this topic to sinplify, indeed to
oversinplify, the periodization of Florentine domestic banking
into four distinct phases of devel opnment: the pre-Black-Death
era of famly banking (...-1348), the pre-Cionpi-revolt era of
guild banking (1349-1378), the post-Cionpi era of popolani

soci al -class banking (1380-1433), and the Medici era of

13But see Goldthwaite (1983, 1987) for a modification of his earlier (1968) position.
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pat ronage banking (1434-1494). \While this timng is defined

primarily on political Ilines, economcally based donestic
banki ng partnershi ps had very distinct organi zational profiles
in each of these political eras. It is an oversinplification to
interpret the relationship between these periods as phase-
transitions--nanely, as sharp breaks where one npde of
organi zati on conpletely superceded and transcended prior nodes.
The pat h-dependent bi ol ogical nmetaphors of sedinentation and
i nduction, where new organi zi ng nodes arise on the shoul ders of,
to renobilize and to recast, older historical "residues", is
closer to the actual truth. Nevertheless, sinmply to introduce
the distinctive Florentine devel opnental trajectory | will here
map out a succession of ideal types. These four idealizations
all have distinctive organizational, market-structure, cultural-
meani ng, and soci al - enbeddi ng conponents, which together point
the way to how econonm ¢ banking markets were rooted in their
br oader, changing social context.

From the 1200s dawn of Florentine international banking in
the Commercial Revolution (Lopez, 1976) to the political,
econom ¢, and denographic crises of the 1340s, the organization
of Fl orentine donestic banking was dom nated by the famly. At
the turn of the century, when ny guild registration observations

begin, fully 80% of Arte del Cambi o partnership dyads were anong
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menbers of the sane family.!® Guilds existed and were politically
active, but at the level of internal bank organization they had
not yet displaced famly as the social |ogic of partnership.

Partly because patrilineage itself in this |ate-nmedieval
period was often |arge and solidary, banks in this era grew to
| arger sizes (measured either in capital or in nunber of
partners) than did any banks subsequently. Banking was |ust one
of many activities in the diversified portfolios of
patrilineages.'® Because of this, economc "capital" (revealingly
call ed corpo) assunmed the cultural neaning of the social raw
mat eri al out of which banks were constructed: it was considered
"patrinmony", to husband, to nurture, and to pass down through
the generations, like land. Career nobility between banks was
essentially zero, with the result that banks sinmply were born,
grew, and di ed--no nergers, reconbinations or splintering (unti
deat h of father).

Mar ket "conpetition” had a Darw nean feel: sonmetines harsh
death-rate selection pressure within various custoner niches,

but little cost-cutting or explicit coordination between banks. ®

14Operationdly, "family" here means dither same surname (indicating lineage, not nuclear
family) or, if no surname exiged (e.g., only "Giovanni son of Paolo"), same father.

150ther activities being land, Church, political competition and physical violence.
18 Albeit about alater period, Goldthwaite perceptively has observed: “[Florenting] merchant
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Exchange rel ati ons between banks, to the extent they could not
be avoi ded al together, were managed through notarized contracts,
because famlies deeply distrusted each other. Relative to
subsequent phases, banks preferred to operated autononously,
devel opi ng corporate organizations with vertical integration
(l'inking trade, bills-of-exchange, and di plomacy), if possible.

In virtually every econom c aspect above the |owest |evel

" in other words, the

of pawnbrokers and mere noney-changers, '
|l ogic of Florentine banking organization was colored by the
| ogic of patrilineage during this | ate-nedieval period.

Through a political process described below, patrilineage

t hroughout Florence weakened,'® for reasons having little

specifically to do with banking. Guild noved fromthe background

bankers undoubtedly competed with one another for the sdle of their goods and the attraction of
clients--but not to the extent that they devised techniques for product variation and cost-cutting
in their home industry and for underselling and market domination abroad.” (1987, 23)

7 Pawnbrokers and money-changers were too small to require any partners at all.

18 Among Arte del Cambio banks, the percentage of family-based partnership dyads dropped
from 80% to about 40% during the period of 1300 to 1340. [Note that the timing of this drop
long preceded the 1342 banking crisis so discussed in the literature (Sapori, 1926).] These
numbers may help to adjudicate the debate about family in Florentine historiography between
Goldthwaite (1968) and Kent (1977). The existence of decline supports Goldthwaite' s position,
athough the timing is earlier than the period Goldthwaite andyzed. But 40% is dill alarge
number. This fact thus supports Kent's point about the continued importance of Forentine
family throughout the Renaissance. Looking closer at the Arte del Cambio numbers reved's that
the 1300- 1340 decline was disproportionately due to the virtud disappearance of father-son
partnerships. Partnerships between brothers, and to alesser extent between cousins, remained
common throughout the 1300- 1500 period.
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of regulatory control to the foreground of socially constituting
partnerships. Not only |ower-Ilevel enployees but also partners
t hemsel ves formed and refornmed thensel ves according to a |ogic
of master-apprentice, displacing the earlier |ogic of father-
son. This inplied internal hierarchy: |arge experience and corpo
differentials between non-famly partners, socially anchored
very frequently in cross-class nei ghborhood relations.!® But it
also inplied social nmobility: the goal of the apprentice was
artisinal autonony, with the consequence that firnms constantly
splintered. Apprentices hived off to become either solo
operators or masters of new apprentices.

The market-structure consequences of this newer guil d-based
firmformation logic are straightforward. Due to constant
fissure, firmsize distributions were deconcentrated in the
extreme. In the 1348-1376 guild era, one to three partners in

Arte del Canbi o banks was practically universal; in contrast,

seven to twenty partners was not wunusual in the preceding
patrilineage era. Due again to constant fissure, career nobility
ties anong firns were dense; one's conpetitor could be one's ex-

apprentice. In this context, deconcentration was nore a

19Asin "take on your lower-class neighbor's son" first as apprentice and then, if that works, as
partner. The terms of the partnership contract often compensated the subordinate partner for their
extralabor with share of profits greater than the share of capital contributed.
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reflection of community solidarity than of neocl assical perfect
conpetition.?® "Capital" is best conceived in this regime as a
personal -career "stake": the goal of the artisan was to carve
out a good life for hinself, not necessarily to maximze
profits.? Wthin ranges, wool-firmproduction | evel s were chosen
not individually by firm but collectively by masters in their
guilds (Najemy, 1981). Account books, not typically double-
entry, displaced contracts and notaries as the nmediumfor inter-
bank exchange, since now bankers could trust each other enough
simply to wal k across the piazza (located either in Florence or
in another city) jointly to clear their books.

After the 1378 Ci onpi wool -workers revolt, gui | ds

205ee McLean and Padgett (1997) for formal statistical tests of the neoclassical perfect-
competition modd for Florence, using primary data on thousands of transactions collected from
the 1427 catasto. These testsin particular rgject the neoclassica hypothesis of impersondity in
exchange. Of course some economidts recently, including those in this volume, have moved
beyond the textbook neoclassica assumption that the only things that matter in exchange are
price and qudity of goods.

211 ndeed without double-entry bookkeeping (invented by the time of, but not used much in,
the guild period), the concept of ‘profit’ was hard to measure precisely, at least on anongoing
bads. Indeed, even modern historians as distinguished as Sapori and de Roover can differ widely
inther cdculation of fourteenth-century ‘ profit rates , usng the account books of the period (de
Roover, 1958). When partnerships dissolved, there was an accounting of profits, in order to split
proceeds and settle debts. But before partnership dissolution, while the bank legaly operated,
overal accountings were not regularly performed. Thisis not to say that during the guild period
partners had no informed “rough and ready” sense of how things were going in generd. But
theirs was a detailed knowledge of specific transactions (“tacit knowledge’), highly dependent
upon the persond expertise of the partner. Guild-style bankers certainly cared about making
money, but there was no socid need in such ahighly personalized context for the measurement
of relative performance as objectified “profit”.



17

effectively were crushed, due to their role in this political

2 as a social class noved in to dom nate

crisis. The popol ani?
partnership in all major Florentine industries, in a way quite
anal ogous to their republican dom nation of politics in this
sane era. The consequences for partnership formation of this
enbeddi ng of banking into social class were the follow ng.
Wthin donestic banking itself, class endogany becane the soil
out of which sprang a hybrid famly/nonfam |y partnership form
with a nucleus of brothers or cousins surrounded by a periphery
of same-class partners, into whose famly the brothers or
cousins often married. Even absent formal marriage, amcizia or
friendship relations were central. "Fam|ly" therefore reenerged
i n banki ng partnerships, but in the |ooser horizontal parentado
sense of marriage in-laws (and close friends), not in the
vertical patrilineage sense of f at her - son. In capital
accumul ation, dowy and credit grew in inportance, relative to

i nheritance.

Perhaps even nore profound were the cross-industry

22S0cid dasses in Renaissance Florence were defined in terms of political age of the family.
In particular, the date at which one' s ancestors first were sdlected to serve on the governing city
council (the Sgnoria) was a publicaly known fact, measuring one's family's prestige. Andlogous
to Boston Brahmin descendents of the Mayflower, the popolani were the most prestigious socid
classin FHorence, whose ancestors controlled the Republic from its founding in 1282 until Walter
Brienne, the Duke of Athens, in 1343. Thusthe term "socid class', as| useit, refersto satus,
not to wedlth or to occupation.
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consequences of popol ani domi nance. In the guild regine, intra-
i ndustry career nobility was high, but cross-industry career
mobility was low. In contrast, the post-Cionpi period wtnessed
an efflorescence of cross-industry organi zational "systens", 2 of
which the diversified conglonerates of Francesco Datini (the
merchant of Prato) and of the Medici are the npbst fanmpus. In
particular, there was an expl osion of partnership |inks between
overseas nerchant-banking firms and their donestic banks

counterparts, although wool and silk manufacturing firns were

included in these organizational systenms as well. Perhaps for
the first tinme it is legitimte to think of "capital" in the
noder ni st sense of "investnent”, albeit investnent only anpng

closely linked conpanies.?

Even nore extensively knitting together firms than
partnership systems were the open-ended credit relations that
devel oped within the core of the Florentine banking industry at
this time. Standing cross-accounts and the standardi zed protocol
of doubl e-entry bookkeeping were now the technical mechani sns

facilitating this explosion of unsecured credit, backed ‘only’

23The somewhat vague term "systems” is due to Mdlis (1962). De Roover (1966) cdlls these
cross-industry organizationd systems "holding companies’, but what they were redly were
networks of overlapping but legaly-separate partnership contracts, coordinated by centraly
placed partnersin each of these contracts.

24There was no such thing as a stock market. That was invented later by the Dutch and the
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(but all inportantly) by trust and reputation.?®

It is no doubt an exaggeration to inpute the goal of
"dom nation of the market" to individual entrepreneurs of this
era, if only because this was still far beyond their
organi zati onal capacity. But clearly there was a "visible hand”
manageri ali st |ogic of coordination and control across nultiple
mar kets and firnms not present in earlier phases. And the power-
drenched reality of “dom nati on of t he mar ket " - -
institutionalized politically in republican balie and in near-
nonopol y by popol ani of guild-consul and Mercanzia offices--was
in fact achieved at the level of social class, if not at the
| evel of individuals. Banks and banking during the popol ani

oligarchic era were constructed on the social infrastructure of

politically i nspired elite-construction mechani sns- -
intermarriage, amicizia, and enmergent clientage.?® Such
organi zational innovations generated econony-w de, not just

i ndustry-wi de, financial elites.
VWi |l e organi zational devel opnents in economics certainly

can not cause ideas, this third popol ani phase is the econom c-

British, in mgor part for political reasons (Carruthers, 1996).

Mélis (1962) in particular heavily emphasizes the role of fiducia in the banking of this
period. See dso Goldthwaite (1987).

25Brucker (1969: chapter 3; 1977: chapter 5) in particular has emphasized the explosion of
amicizia and clientage during this republican period.
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cum political backdrop to the fanmpous ideol ogical construction of
civic humanism during this same period (Baron, 1966). Civic
humani sm i nparted to the new econony-wide elite a deep self-
consci ousness about its own inportance in Western history (cf.
Em rbayer and Goodw n, 1994).

In the post-1434 Medici era, developnents in domestic
banking are only inperfectly reveal ed, because of an unfortunate

gap in the Arte del Canbio records. One mmjor clue, however, is

unequi vocal : the social class conposition of donestic bankers,
as well as of partners in other industries, shifted dramatically
from overwhel m ng popol ani dom nation to an equal distribution
bet ween popol ani and "new new nmen" (a parvenu class of famlies
defined by their entrance into the Signoria after the C onpi
revolt). In the case of donestic banking, this conpositional

shift was not gradual: it occurred imrediately upon the
accession of Cosinmb de' Medici. And in the case of donestic
banki ng, this shift was not accidental: new matricul ati on data
reveal virtually an affirmative-action policy of equal rates of
adm ssion into the guild. In short, all signs point to an
i npl enentati on of exactly the same Medicean political contro

strategy for banking that Eckstein (1995) has uncovered for

nei ghbor hood gonfal oni during this same period. | have already

anal yzed the energence and effectiveness of this "class
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bal anci ng" Medi cean control technique in the pre-1434 period
(Padgett and Ansell, 1993).

It is an inferential leap to junp fromthis clear evidence
of social class conposition to an interpretation of donmestic
banki ng under the Medici as "extreme patronage" in |ogic.?
Nevert hel ess, a series of col | at er al data make this
interpretation plausible at |east as a working hypothesis: (1)
Louis Marks (1960) has denonstrated the enmergence of a Medi cean
"financial oligarchy”" in the domin of state finance, wth
extrenmely personal and highly politicized |inkages between high-
| evel financiers and the enmergent Medici court. (2) The Medi ci
denonstrated unequi vocal patronage behavi or towards | ower-|evel
Jew sh pawnbr okers (Fubbini, 1996), whomthe Medici brought into
Fl orence soon after their accession, and who were evicted from
the city by Savonarola i nmedi ately upon their 1494 fall. (3) The
functi onal segregation between donmestic banking and the
governnment bond market broke down under the Medici, as an

expl osion of Mnte commune and dowy-fund prestanze (forced

| oans) unl eashed a secondary market of speculative trading in

di scounted bonds (Mol ho, 1994), in which donestic bankers

27) distinguish extreme patronage from patronage by the socia (and wealth) distance between
the parties. Patronage in the popolani period linked near equds, hence, it was cognitively and
linguigticaly very doseto amicizia (McLean, 1996). Patronage in the Medici period, in contradt,
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participated heavily (Goldthwaite, 1985). (4) The Medici

nobi |l i zed domestic bankers into their extra-constitutional
financial advisory commttees, to reform taxes, the mnt, the
Jews, and other pressing financial matters (Marks, 1960; Brown,
1992). All these pieces of evidence, while external not interna
in character, show the sane progressive Medicean entangl ement of
banking into state fiscal adm nistration.

If this extrene-patronage interpretation of donmestic
banki ng under the Medici proves correct, then we should w tness,
on the econom c front, a progressive separation of finance from
entrepreneurship. Instead of inter-industry organizational
systenms, in which managerialist elites control multiple nmarkets,
hi gh-1evel financiers withdraw into the state, reaching out to
remai ni ng entrepreneurs through short-term nore speculative
| oans. Even donestic bankers thensel ves can becone "clients" in
this dynamic. In actual historical fact, domestic banking under
the Medici becane far nore stratified than before, with a few
hi ghly successful and long-lived banking firns, sitting on
Medi ci advisory commttees, being offset in ratio within the

Arte del Canbio records by many nore snmall, purely |ocal,

i npoverished firms, these latter with relatively poor economc

prospects outside of bond-market specul ation.

linked people of vadtly different socid statuses, more akin to magnificenza (Jenkins, 1970).
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Thus in the paradigmatic case of Renai ssance Florence, it
appears to be the centralizing court, not liberal |aissez-faire,
t hat spawned the energence of highly specialized classes of
financiers (both wealthy and inpoverished), differentiated from
production and trading, and relating to business primarily
t hrough i mredi ate, short-term gains.?® Although further research
into this question is required, it appears that only in the
Medici period did finance beconme segregated into different
organi zations from those for business and trading. Before this
period, ‘nerchant-banker’ is a nobre accurate term than just

‘ banker’ al one.

Part nershi ps and Careers

In this "birth of financial capitalisnf narrative, the nost
glaringly obvious enpirical fact is the tenporal covariance of
political and economi c transformation. It is the inner |ogic of

this covariance that nost needs analysis. To proceed, | wll

28\ second historical factor, not accounted for within this extreme-patronage interpretation, is
the fact that many republican merchant bankers and their families were paliticaly exiled, without
necessaxrily destroying their overseas business firms thereby. (1 thank Richard Goldthwaite for
this observation.) The Strozzi family (Gregory, 1997) is one clear example. [The Alberti family
(Baxendale, 1991) is a counter-example, where politica exile redly did hurt their oversess
business] Politicd exileisadramatic and obvious blow to “system” partnership ties linking
foreign and domestic branches. Given the unprecedented magnitude of Cosmao’s exile palicy, it
iseven possible that this political policy negatively affected the economic integration of the
Florentine domestic economy into at least some sectors of European international trade.
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follow the biologically inspired framework sketched above and
break the organi zational genesis problem down into three |evels
of analysis: first, a mcro ‘genotypic’ level of analysis, in
which the central issue is how organi zational sequences are
produced through the interweaving of careers; second, a nezzo
‘devel opnmental’ |evel of analysis, in which partnership mating
is regul ated through social and political network-enbeddi ng; and
third, a macro ‘speciation” level of analysis, in which the
central issue is how social-network rekeying of |ogics-of-
identity is acconplished, across political-cum market regines.
This section of the article focuses on genotypic mating; the
next section focuses on devel opnmental regulation; the | ast
section focuses on speciation.

Each of the four phases of Florentine donestic banking
history rested on a distinct institutionalized conception of
what a partnership was: its logic-of-identity. Banki ng
organi zations (at Jleast their partnership cores) were the
unfol ding and concatenation of these building-block elenents
t hrough ti nme.

In figures 14, | represent prom nent exanples of these
partnership conceptions graphically. Ther e, bankers are
represented as vectors of two conmponents: econom c capital

(corpo) and human capital (years of banking experience). In both
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cases, the notation ‘+ neans |arge anmnpunt of capital possessed;
‘1 means small amount of capital possessed; and ‘0’ nmeans no
capital possessed. Partnership relations are represented as
different matching profiles or capital conplenentarities between
the two bankers’ vectors. Which nmatch between capital vectors is
‘conmpl enentary’ depends upon social enbedding--that is, on the
underlying social relation that spawned the partnershinp.
Econoni ¢ viability constraints are built in to the
representation through the requirenent that the sum of economc
capital and the sum of human capital nust each equal at least 1
(or *+).2°

(1) In the famly regime, the distinct |logic-of-identity
was |ineage father-son; hence the network of partnership
recruitment was patrilineage. In figure 1, father-son is
represented as a match between the two capital profiles:
father’s C/E=(+/+) and son’s C/E=(0/0). Their personal feelings
aside, father-son formally is an altruistic relationship where
soneone who has everything sponsors (or ‘mnmkes’) someone el se
who has not hi ng.

Figure l1a shows how, in a patrilineage regine, such father-

son relationships typically unfolded and concatenated through

291n amore formal representation, both these capitals of course would be made continuous.



26

tinme, to generate the life history of a patrilineage bank. Such
banks devel opnental | y wer e pr oduced t hr ough si npl e
aggl oneration: father-son firns started small, and kept grow ng
| arger through adding nore and nore extended famly nenbers,
until sooner or |ater disaster caused bankruptcy and nassive

col | apse. ®°

Aut hority within the firm anong partners, was
hi erar chi cal not equal i tarian. Car eer advancenent was
generational; sons had to wait for fathers’ death and
i nheritance. Inter-firmenploynent transfer, to another famly,
was virtually unthinkable; hence the econom c fate of the banker
was tied to his firm?3*

Figure 1b shows the analogous logic for brothers, nore
appropriate for nuclear than for patrilineal fam lies.
Empirically, brother-brother firnms existed throughout Florentine
banki ng history, unlike the father-son firnms which were nostly
contained in the patrilineal period. Brothers would often split
up and divide their inheritance, including the bank, upon the

death of their father, whether or not the father was active in

the firm (Kent, 1977; Goldthwaite, 1983). | |abel as strong

300f course, extension in thisway is dependent upon underlying family structure: popolani
and magnati extended clans were inherently capable of growing larger firmsin this manner than
were the more nucleated families of the new men.

31The prevailing legd doctrine of unlimited liahility, of course, made much sensein this
socia context.
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br ot herhood t he variant where brother partnerships |asted beyond
the death of the father, and as weak brotherhood the variant
where it did not.?3

Note that all the figures 1 through 3 can be read in two
ways: (a) as bankers com ng together under different partnership
logics to produce life histories of firms, and (b) as life
histories of firns devel opi ng bankers’ <careers. This double
reading is an exanple of the network-analysis concept of duality
(Breiger, 1974). Duality is the network architecture through
whi ch markets socially construct persons.

(2) In the guild reginme, the distinct |ogic-of-identity was
mast er - apprentice; the social network of recruitment primarily
was nei ghborhood, typically cross-class. A master differed from
a father in requiring his apprentice to gain sone experience
(usually, though not necessarily, under hinself) before
promoting him to partner. Also, the expected duration of the
partnership was shorter: instead of ‘until death do us part,’
apprentices typically wanted to become independent nasters as
soon as they were capable of sustaining economcally viable

firms. Other than that, masters and fathers were simlar: both

32| sugpect, but have not yet confirmed to my own satisfaction, that the strong brotherhood
mode is characterigtic of the lower socid classes, while the week brotherhood mode is more
characterigtic of the upper socid classes.



28

had hierarchical authority, grounded in their superiority on
both corpo and experience fronts.

Figure 2 illustrates graphically the consequences of
concatenating this social logic through the life history of a
firm Devel opnental sequence of guild banks was repeated schism
as ‘apprentice’ partners build up enough wealth and experience
to decl are independence by starting their own firns. Enpirically
| have observed that popolani and magnati bankers behaved
differently in their later-life stage as fully-autononous
masters: experienced masters of popolani and magnati soci al
class backgrounds continued to sponsor young |ower-class
apprentices as partners, while experienced masters of | ower-
cl ass backgrounds (new nmen, new new nmen, and no-date) preferred
to becone solo operators. The net result was a |oose pecking
order anong gquild masters: Canbio masters of popolani and
magnat i background di sproportionately reproduced bankers of al
soci al classes. 3

Loose pecking-orders notw thstandi ng, relations anong banks
were personal and solidaristic. Not only was this market

structure grounded socially in the daily practice of bankers

33Guilds, in other words, while truly motors for socia mohility, were also mechanisms for
popolani masters control over the other masters so admitted. The 1378 Ciompi revolt uncovered
vulnerabilitiesin this particular mechanism of control.
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sitting around the same piazze every day, as nentioned above,
but also the same career |ogic that generated guild banks al so
produced biographies of dense ex-partnership ties anong
conpetitors (who as a result were not all that conpetitive).3

(3) In the popolani reginme, the distinct logic-of-identity
was social class; hence the network of partnership recruitnment
was intermarriage and elite amcizia (friendship). Figures 3a
and 3b illustrate the capital -conplenmentarity consequences for
partnership.

The intermarriage variant of social-class logic is
presented in figure 3a: the father-in-law gives a dowmy to son-
in-law, who uses that as corpo in a partnership either with
father-in-law hinself, if father-in-law hinself is in the sanme
i ndustry, or else with a friend of father-in-law, if he is not.
Son-in-laws had nore corpo actually in hand® than did sons, who
relied instead on future inheritance. This greater wealth gave
to son-in-laws nore clout in the partnership than sons or
apprentices had, but they remai ned subordi nate.

As shown in figure 3b, the am cizia variant of social-class

| ogi ¢ produces, for the first time, an asymetry in capita

34Modern-day industria districts come to mind as contemporary andogues.

%] |eave aside the complications Florentine son-in-laws sometimes experienced in collecting
their dowries.
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conpl ementarity: the partner superior in corpo is not
necessarily also superior in experience. The logic of ‘friends’
is to help each other out in need, in the sense of giving to the
ot her what the other |acks. Applied to partnership, this logic
i nplies the exchange of corpo for experience. Applied to | oans,
this logic inplies a heavy reliance on unsecured credit and

| oose repaynment schedul es, 3°

al though of course only anong
friends with solid reputations.

In-law and am cizia relations vary in duration: a father-
in-law relation lasts until the death of the wife, whereas a
friendship relation varies wdely in duration. Likew se the
degree of equality in corpo can vary. One tends to assune that
son-in-laws are |less wealthy than father-in-laws, but dowies in
the Florentine elite sonetines reached unconfortably high
| evels, from the perspective of the father-in-law. Simlarly,
one tends to assune that friends are roughly equal in wealth,
but Florentine friendship readily bridged wealth differences,
per haps because of the extreme wealth disparities both within

social class and within famly itself. The point is that

building partnership on the social-class foundations of

36The concept of “friend’ is not so eastic as to imply no repayment a al (pure gift), but it is
elagtic enough to alow ‘repayment’ in numerous socid currencies. The post-1420 Medici were
well known for repayment of their economic loansin politica currency (Molho, 1973).
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intermarriage or friendship automatically introduces nore
flexibility in duration and in relative authority than can exi st
in the patrilineage or the guild context.

A second, historically crucial consequence of a shift of
econom ¢ partnerships onto social-class foundations is the
automatic opening of the door to cross-industry ownership
connections. Gven Florentine fathers’ bias in passing down
their occupation to their sons, in-laws and friends were nore
likely to be in different industries than were relatives (and by
definition than were fellow guildsnmen). Both parentado and
am cizia naturally generated cross-industry partnerships, once
t hey becane nobilized into econom c activities.

(4) I wll not sketch the Medici period in the sane detai

here because of the gap in Arte del Canbio records nentioned

above.® In the overall summary figure 4, however, | illustrate
the capital-conmplenentarity meaning of extrenme patronage:
patron’s C/ E=(+/0) coupled with client’s C E=(0/+). This is
extreme asymmetry in partners’ corpo and experience: a wealthy
financier, with no know edge, sponsoring a poor entrepreneur,
with no wealth.

Brucker (1969, 1977) is the historian who nost persuasively

37Filling this gap will require meto find new primary sources.
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has enphasi zed both the pervasiveness and the flexibility of the
Fl orentine concept of patronage--extensible fromthe relatively
equalitarian overtones of amcizia in the republican period to
the sharply hierarchical enphasis of magnificenza in the
Medi cean period. Sharp economc and political organizational
changes were likely built, in other words, upon a social ground

of cultural and linguistic continuity.

Organi zational Identity and Control 38

In each of these phases, role was framed by identity
( Gof f man, 1974: 293-300). That is, Fl orentine bankers'
under st andi ng of what it nmeant to be a partner was affected, in
each of these periods, by their conception of thenselves as
persons, outside of the bank. Social enbeddedness, however, is
not nmere social determ nism because who bankers were outside of
t he bank was distinctly non-obvious. It is not as if bankers in
all four periods were not sinultaneously fathers, neighbors,

friends, and patrons.3® They were all of these things all of the

38This heading is meant as a reference to Harrison White' s book Identity and Control (1992),
in deference to the early training and wedlth of ideas | received from White, while | wasan
assgtant professor. This article shares with that book a concern with smilar themes, athough the
mechanisms are different.

39Based on their dairies, Christiane Klapisch- Zuber (1985: chapter 4) paints amarvelous
portrait of this multiplicity of relations for the Niccolini family in Renaissance Horence. My
only quibble with her ingghtful analysis would be to draw a sharper distinction than she does
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time. Miltiple, overlapping social networks shaped banking
because they defined the generative context or raw material out
of which banks enmerged. But for an even deeper explanation of
organi zational genesis, we need a yet-to-be-specified identity-
construction nmechanism that |everages banking into one or
anot her aspect of its surroundi ng social context.

From the Florentine evidence, this nmechani sm appears to be
political in character. Mst authors discuss "identity" and
"framng" in cultural or linguistic terns. Here too there is a
i nguistic aspect to the story. In mnmy opinion, however, nore
fundamental than |anguage for banking was how Florentine
political institutions shaped actual (not just interpreted)
bi ographi es. Biographies are different fromcareers in that the
concept of careers refers to life sequences within a single
domain of activity (economc, political, famly), whereas the
concept of biography refers to |ife sequences across nultiple
domai ns (interleaving economc, political, and famly). If they
were smart, bankers, when constructing their own bi ographies (as
opposed to careers), needed to attend to how ot her Florentines

rewar ded or punished noves in one domain in the currency of

between friend and godparent, the latter to me being more like patron. Klapisch-Zuber herself
admits (p. 89) that the Forentines themsaves did not equate these two categories. Friend was
typicdly intra- class, whereas patron was typicaly cross-class; but of course, as| too emphasize
above, these blended into one another.
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ot her domains. For exanple, a nove in econonics shaped famly
options; a nove in famly shaped political options; a nove in
politics shaped econom c options; and vice versa around the
causal loop. In Florence, clear distinctions between domains
were blurred precisely because of the strength of such
interaction effects.

No activity inherently took priority in Florentine
consci ousness: the pursuit of wealth, status, and power all were
inmportant. It is especially inmportant in an article on banking
to note that banking was not necessarily a life long activity:
the average length of a career in donestic banking during the
guild and popolani periods (1348-1399) was 8.21 years,*

according to Arte del Canbio records. But of course simlar

t hi ngs coul d be said about politics and even fam|ly. Rather than
arguing which was nore inportant, the min point is the
multiplicity of Florentine activities and concerns.

In this multival ent context, which of the aspects of their
external lives were selected as identities to be relevant for

bankers' attai nnent and mai ntenance of their current position as

“0This figure does not correct for truncation effects. The 1348 Black Degth makes | eft-hand
truncation largdly irrdlevant. But right-hand truncation post- 1399 makes ‘ about 9 years probably
amore accurate statitic.

“Thisisacentral argument in Padgett and Ansell (1993). See aso Weissman (1989). For the
contrasting presumption that medieva Italian state-formation was driven primarily by an
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bankers? The answer to this question has two parts: (1) Since
partnershi ps are dyads, not single individuals, the identity of
one party to a relation is as nmuch the selection of the alter as
it is of the ego: identity is negotiated, not chosen.*® As such
identities are rooted in matchi ng processes. And (2) the mcro-
ternms of dyadic negotiations are not usually idiosyncratic; they
are grounded in public discourse by institutionalized rul es of
access, which shape the terns of translation between nmultiple
domai ns.

Recruitment systens reproduce regimes of identity, once
they are already in place. New bankers are recruited or
sponsored by existing bankers, through the sanme networks that
exi sting bankers experienced as the reasons for their own
success. An industry thereby selects those aspects, or
identities, of the nultifaceted persons of entrants that it
deens relevant to the types of banks it nmkes. Viewed
m croscopically: who you become as the person behind your

banking role is which of your pasts the industry has nmade into

economic logic, see Gref (1994).

42Compare Leifer (1988). Note that this formulation of the concept of ‘identity’ denies any
essentialist connotation: ‘Identity’ is the cognitive person-framing of person-role interactions,
not afixed psychology located deep within people. In the context of economics, for example, the
identity of a banker could be ‘father’. But in the context of the dinner table, the identity of a
father could be *banker’. This rdaivist interpretation is consgstent with White (1992), who in
turn takes serioudy the decades of research in psychology about the weakness of sustained



36

the reason for your comng to occupy that role. Conpositionally,
this does not inply social honpgeneity, as many filtering
argunments suppose, because recruitnent networks are not
necessarily closed. But it does inply industry convergence on
sonme rather than other dinensions of classification of
het er ogeneous personnel . %3

Recruitment systens typically are anchored in elites. Even
if new entrants to an industry are heterogeneous, the very
process of nmoving them up into the core of that industry
transfornms nmultifaceted human material into the classifications
of the core.* Clear, univocal personal identities thus are the
consequence of tight social control.?®

Elites thenselves experienced their own incorporation
numerous years in the past. In stable regines, therefore, elite-
policed personnel matching systens reproduce control patterns

laid down in the past. In unstable regines, conversely, either

empirica evidence for anything like astable core ‘ persondity’ (Mischel, 1990).

43To paraphrase Mary Douglas (1986), institutions do the thinking, athough | would be quick
to add not necessarily only through the culturaist mechanisms she emphasizes. For aquite
different gpplication of thisidentity from mohbility-as-control argument in the setting of the U.S.
Congress, see Padgett (1990).

“Ngjemy (1982, chapter 8) offers a profound analysis of post-Ciompi Florentine electoral
reform aong these lines. March and March (1977) give asimilar argument, abeit in the
completely different terminology of mathematical datidtics.

“SFrom radically divergent normative premises, White (1992), Janowitz (1991), and Gramsci
(1971) dl would agree with this concluson. The converse of this point--namely, thet effective
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political conflicts or interruptions of economc nobility can
di srupt the snmooth operation of organizational reproduction and
set the stage for norphol ogi cal rekeying. Either way, the nenory
of past historical fractures becomes layered into current
network structure.

This internalist reproduction mechanism applies equally
well, with different social network content, to each of the four
phases of Florentine banking developnment. As such, social
mat chi ng/ recrui tment systens al one cannot explain differences
anong them Besi des pat h-dependent reproductive matching, at the
| evel of careers, however, the second answer to the identity-
construction question is translation, at the | evel of biography.
"Rul es of translation"” and "protocols" are concepts that apply
not only to |anguage and to software. How people are noved
across different activity domains is "translation" in social
structure. As in linguistics (cf. Duranti and Goodw n, 1992),
where a person or text is comng from and where it is going to,
are crucial for the indexical interpretation of the current
mul ti vocal person or text.

For biography, translation neans access. In the short-term
time frame of making public-policy decisions, bankers may need

to translate their problens into ternms that can conpute in the

control over othersis rooted in multivocality-- has been developed in Padgett and Ansell (1993).
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public arena. In the longer tine frame of a biography, bankers
may need actually to enter the political arena.

In the |ate-nedieval era, patrilineage (aggregated into
fluid factions) was the core recruitnent network into Florentine
political office. Guild succeeded patrilineage during the so-
called gquild-corporatist regimes of the wearly Florentine
republic. The popolani |logic of state service undergirded the
Al bi zzi ‘consensus’ republicani smof 1378-1434, so celebrated in
civic humanism And loyalty to the Medici party determ ned
political access after 1434, i nstitutional appear ances
notwi t hst andi ng. *® By ‘political access’ here, | mean the actual
(al beit changing) legal rules for eligibility to and for voting
for offices in the Florentine republic. Repeated struggle over
these inclusion rules, between new and old cohorts, was what
donmestic politics in the Florentine Renaissance was |argely
about (Brucker, 1962, 1977).

Patrilineage, gquild, social <class, extrenme patronage--
viewed from the perspectives of politics and of economcs
si mul taneously, these identities were protocols through which
politics and econom cs communi cated. Najeny (1991) has nmde the

perceptive observation that Florentine political institutions

46 These enormoudy smplified summaries can be fleshed out with Ngjemy (1982) and
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are better understood as di al ogues of power between contendi ng
groups, than as instrunments of dom nation by any one. Here |
extend the point to individuals: personal identities are mcro-
institutions that enable econom c, political, and famly roles
to communicate. ‘To communi cate,’ noreover, in two senses: (a)
to permt actions in one domain to be interpreted in another,
and (b) to allow human beings to nove readily across donmins.
When does all this matter for actual bankers? The answer is
in a pinch. Quite apart from the reality of nmultiplicity of
goals, firms faced with bankruptcy often needed to reach into
their bankers’ political and famlial networks to stave off
di saster. Concretely, this nmeant that in the patrilineage
regi me, bankers had to beconme Bardi (or whatever their famly
name is) in order for politics effectively to understand their
plea for help. But in the guild-corporatist political reginme,
bankers had to beconme Cambio guildsmen to be effective. And
simlarly, they had to becone popolani or Mediceans for
effective translation of their economc requirenents into the
politics of different regi nes. Bankers of course were free not
to play this ganme, but then their chances for econom ¢ survival
were greatly dimnished, especially during times of crisis.

Paradoxically, this does not inply that bankers needed to

Rubingtein (1966), which are the definitive histories of eectora reform in Florence.
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reason self-consciously as politicians. Quite the opposite: to
t he degree that bankers’ understanding of their own identities
converged with institutional definitions, they were free to
behave ‘naturally’ (that is, w thout profound self-reflection)
in political arenas and ‘naturally’ in econom c domai ns, |eaving
their politics at their Dbank-office door. Cr oss-domai n
transl ation, enbodied in person-role framngs, is perforned for
the nost part socially by recruitnent and access systens; ‘m nd
control’” over each and every individual <certainly is not
required for system reproduction of individual identities.

In each of the four Florentine banking reginmes, the
"person” behind the banking role becane whichever political
identity was necessary to mmintain both the role and one's
occupancy of that role. As a consequence, as the elite access
rules linking markets and politics changed, so did the | ogics-
of-identity fram ng of elite banking roles.

The recruitnment and the translation nechanisnms for the
construction of identity operate simlarly in the sense that
both are institutionalized nethods of control that select the
features of the person relevant to entering and maintaining his
or her position. As such, to the extent that people |learn the

reality of how they are treated, | argue that a person's

cognitive understanding of their own identity is less an
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infinitely flexible interpretation than it is a socially

constructed fact.?*’

The Coevol ution of State and Market

Now to the hard question of speciation: what are the
dynami cs of transition between banking regimes (here, from
famly banks to guild banks to popolani systens to extrene-
pat ronage finance)? This question is so challenging that I can
not pretend fully to answer it here. But we at |east shall
begin, with discussions of the famly to guild transition,
during the first years of the republic, and of the guild to
popol ani transition, during the Cionpi revolt. The political
side of the popolani to Medici transition has been discussed at
length in Padgett and Ansell (1993), and so receives nore
cursory treatnment here. These discussions will concentrate on
the changing roles and identities of nerchant-bankers, rather
than attenpt in this brief conpass to focus equally on all

gr oups.

The <core of nmy interpretation of these fundanental

4’ Depending upon the details of multiple-network structure, such learning can lead toward
gphinx-like multiple identities, asin the case of Cosimo de’ Medici (Padgett and Ansdll. 1993),
aswdl astoward the more clear and univoca identities emphasized here.
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Florentine transitions will be as foll ows:

(a) During the early years of the republic, nmerchant-bankers
reacted to threatening nmagnates (thenselves organized as
patrilineages) by reaching out politically to prosperous
imm grants through guild corporatism Over tinme, this originally
i nstrunent al nove transformed their own identities from
patrilineages into Canbio (and other arti naggiori) guildsnen.
(b) During the Cionpi revolt, merchant-bankers reacted to the
t hreatening Ci onpi (thensel ves organized by guild aspirations) by
reaching out politically to other econonmc elites through civic
republicanism Over time, this originally instrumental action
transfornmed thensel ves from guil dmen into popol ani

(c) During the 1425-30 MIlan and Lucca wars, the Medici nerchant-
bankers reacted to threatening oligarchy (defined as popol ani) by
reaching out politically to newnew nmen through San G ovanni
patronage, thereby transform ng thenselves into a Medicean
political party.

In all three cases of regine speciation, the transition
rhythmwas roughly simlar: (a) a constant background of new (and
exi |l ed) persons demandi ng political and econom ¢ inclusion; (b)
war and/or econom c shock; (c) polarization of the political
system along lines of cleavage inscribed into the previous

institutional order; (d) spillover of polarization, if intense
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enough, into a few cross-cutting odd bedfell ows; (e) conservative
reaction by nmerchant-bankers to the threat posed to their
busi ness, through reaching out politically from within the
fractured elite to groups defined in conplenent to the threat;
(f) victory, purge of |osers, then re-consolidation of a new
regi me, which was characterized legally by transfornmed identities
| ayered on top of the old ones.“ Then, after a generation or so,
sone version or other of the sequence repeats. In political
science, this process of changing political-identity di mensions
is called realignnent.

The net effect of these transformations (in the case of
Fl orence at |east) was the preservation of nobst, but not all,
mer chant - bankers in a position of power.“® They adaptively shifted
their alliances and nodes of access in political dialogue with
varying others, in a defensive effort to preserve who they were.
An uni ntended consequence, however, was that ‘who they were
itself changed, with all the attendant consequences for the

organi zati on of banks that inplied.

4801 identities were never abolished; they just retrested in salience into the background.

“Sperhaps this is one resson for the remarkable continuity of many famous Florentine families
in the face of the economic and palitica turbulence of Renaissance Forence. Thisfamilia
continuity has been most astutely andyzed, from the perspective of marriage, by Anthony Molho
(1994).
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Each of these transition sequences was initiated by a war
and/ or econom ¢ shock:

(a) The 1282-93 foundation of the republic, on the basis of
guild corporatist ideology, was initiated by defeat of the
Florentine Ghibellines in a civil war, coupled wwth a boom not a
crisis, in the Florentine econony. This boom cane from
international trading through the Guelf alliance (Schevill,
1961). Florence was | arger and nore prosperous in this turn-of-
the-century patrilineage era® than at any tinme subsequently
(Villani, 1844 [1350]).

Wars between Engl and, France and Fl anders, however, caused
sharp retrenchnment in the banking industries all over northern
Italy during the subsequent 1300-1343 phase (LaSorsa, 1904,
Sapori, 1926; Kaeuper, 1973; Housley, 1982; English, 1988).
Internationally-oriented bankers took advantage of their newy

ensconced Arte del Canbio and Mercanzia political positions to

crack back economcally on purely donestic noney-changers and
bankers, through strict enforcement of guild regulation (Najeny

1972; Astorri, 1998).° Hierarchy was established wthin guilds,

%0As explained above, banks were till overwhedmingly family-based in 1300, in spite of the
brand-new guild-corporatist state framework. Bank partnerships themselves only absorbed
political guild-identity in their economic logic in reaction to the 1300- 1343 macro-economic
decline.

®1F orence’ s rigorous sdlf-policing of debts through the state stands in marked contrast to the
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and the raw nunbers of Florentine bankers shrank, as free entry
to the industry was abolished. Bankers’ strictly instrunental
political behavior in 1283-92 as guildnen gradually becane
i nfused, by 1343, into their own econom c-cumpolitical
identities.

(b) The 1378 Cionpi revolt was i medi ately preceded by the
1375-78 War of the Eight Saints with the pope and by a sharp
decline in the wool industry, perhaps caused by papal interdict,
per haps not (Trexler, 1974; Hoshino, 1980). The War of the E ght
Saints, itself the product of a bitter domestic struggle between
magnates and new nen, which was centered around political

persecutions by the Parte Guelfa (Brucker, 1962), destroyed

forever the pro-papal Guelf alliance.

Envi ronnmental shocks, however, while <central to the
expl anation of timng, do not explain the form into which a
system reconfigured itself. As paleontologists and others
realize, environnmental shocks are a dinme a dozen: some of them

have transform ng consequences; many of them do not. %2

‘ballout’ policies of Sena (English, 1988). Such policies explain the decline of Seenese bankers,
relative to Horentine bankers, in newly emergent international money markets.

®2|ndeed the effect of war on regimesiswildly variable: sometimes the shock of war increases
consolidation of the existing regime (for the Florentine case, see Baron, 1966; more generdly, see
Tilly, 1975); yet sometimes the shock of war causes regime collgpse, even without overt defeat
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Met aphorical |y speaking, how a crystal responds to the blow of a
hamrer depends upon the fault lines within the crystal, as well
as on the direction and force of the bl ow

(a) In the case of the patrilineage-to-guild transition, the
organi zati onal response of the banking industry to the events
just described depended crucially upon the political history of
famly in Florence. In was no accident that patrilineage--and in
particul ar the father-son bond--declined in partnership
i nportance during the period of 1283 to 1343. The Florentine
republic was engaged in a |legal, and even physical, war agai nst
it.

What does this mean? Nunerous things: (1) Large nunbers of
violent feudally-oriented famlies were legally declared magnati
in 1392 by the guild-corporatist republic. This meant that such
famlies were prohibited en bloc from holding major politica
office.®® (2) In the aftermath of the early 1300's feuds between
Bl ack and White Guelfs (mde fanmous by the participation and

subsequent exile of Dante), the fam |y towers (urban castles) of

(for the Sienese case, see Caffero, 1998; more generally, see Skocpol, 1979).

®3\While particular remissions were granted to individua families throughout 1292- 1434, this
lega excluson lasted as a category until the Medici abolished it in 1434. Over time, one serious
consequence of exclusion was the splintering of magnate patrilineages, as ambitious branches,
more interested in cooperating with the guild and popolani regimes, separated themselves from
their parent magnate lines (Klgpisch, 1988). This splintering eventualy was so subgtantid that by
1434 the remaining magnates hardly represented a threat anymore,
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the losing Wiite Guel fs were knocked down, and their urban famly
estates were expropriated, thus repeating the fate of the
Ghibellines a few decades before. (3) Laws of so-called
emanci pati on were passed, which gave the father and son for the
first time the right voluntarily to appear before the Mercanzia
court to declare econom c divorce (Kuehn, 1982). That is, fathers
could choose publically to renounce (before the fact) |Iegal
obligation for the debts of their sons, and vice versa. This of
course was a direct assault upon the inner legal logic of famly
banks.

This nmulti-faceted assault on patrilineage is paradoxical
fromthe perspective of popolani famlies. Over tine, the assault
did achieve its titular objective of harmng the famly-
organi zational foundation of the magnates, those bitterly sworn
enem es of guild corporatism But popolani and magnati were
identical in fam |y organi zation. > Hence the popol ani assault on
patrilineage also hurt the organizational foundati on of
t hemsel ves, the main beneficiaries of guild corporatism ®®

The resolution of the paradox is that the popol ani, unlike

®4|ndeed they were heavily intermarried as well.

>>Popolani, after dl, is defined as “those families first admitted to the Priorate between 1283
and 1342.” They were, in other words, the ruling €lite of the guild corporatism regime.
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the magnati, had guilds as alternative organi zational bases of
political power. Hence, their control over the state could be
preserved as |ong as popolani famlies effectively shifted from
patrilineage to guilds as the organi zational foundation for their
control. Strengthening the patrilineage side of thenselves,
conversely, would have nobilized, not denobilized, their
opponents. | hypothesize, but have not yet proved, that this
i nstrunental reasoning about political design was self-conscious
on the part of the popol ani.

This is an analysis of politics. How was this politically
based patrilineage-to-guild organizational shift transposed into
t he domain of econom cs?

The answer is the early 1300s financial crisis, discussed
above. In response to this crisis, with the short-term goal of
calling in outstanding credits to help them weat her the Europe-
wi de economic storm (English, 1988), Florentine international
mer chant - bankers used the newly politicized guild framework to
strengthen their control over the donestic econony of Florence.
This increased econom ¢ control had at |least two facets: (a) In
1308, the Mercanzia comercial court was established, with the
twin econom c-cumpolitical objectives of collecting ‘delinquent’
debts and of coordinating internationalist control over the five

maj or donestic gquilds (Astorri, 1998). And (b) the Arte del
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Canmbi o banking guild itself was used to squeeze |ower-level ‘free
entry’ noney-changers out of the industry (Najemy, 1972). Partly
due to econom ¢ bankruptcies, and partly due to this political

squeeze, the nunmber of active Arte del Canbio bankers shrunk

drastically from 313 ‘bankers’ in 1300 to 117 bankers in 1340,
even before the well known (but nore tenporary in its effects)
Bardi bank crisis of 1342.

Through this roughly thirty-year sequence, political
expedi ency becanme transfornmed into economc identity: popol ani
mer chant - bankers shed their social identity as fathers, and
becane gquild masters, both in their economc and in their
political organizations.?>®

(b) Organizational speaking, the core issue in the 1378
Ciompi transition, | would argue, was how the term popol ani
became transfornmed fromthe nmere attributional category it was in
the guild-corporatist regine into the generative logic it becane
in the Al bizzi civic-republican regime. On the political side,
this transformati on nmeant that an individualizing ideol ogy of
state service replaced a collectivist ideology of corporate

rights (Najeny, 1982). On the economc side, it neant that

* Inthisartide, | am not redly andyzing what happened to family organization in domains
outsde of politics and economics. There are complicated things to say on thisissue, some of
which contradict the ‘decline of patrilineage’ thesis supported here. See for example Cohn (1988,
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partnerships were constructed into systems on the |ogics of
parentado (intermarriage) and amcizia (friendship).

These |inked transformations are one of, if not the, mgjor
steps along the broader road from nmedieval to Renaissance.
Radically innovative as they were, however, | wll argue that
they can be understood as the path-dependent reworking of the
gui l d-corporatist republic by the Cionpi revolt. The ‘exogenous’
triggering events of this revolt were alluded to above. But a
deeper understandi ng of the reworking comes through follow ng the
political process through which guild corporatism expl oded.

It is by now established that the Cionpi revolt of the
wor kers was not, in ideology at |east, a Marxi st econon c-cl ass
revolt as an earlier generation of scholars had held. Rather it
was, in inspiration at |east, a noderate demand by sottoposti
wool workers to create their own guilds (Brucker, 1968). Econom c
conditions in the wool industry inparted an urgency to their
request, but the request itself was for citizenship, not wages.

Wool -i ndustry conditions nothw thstanding, the workers’

revolt did not cone out of the blue. Parte Guel fa persecutions of

new nen, thenselves fueled by festering magnate excl usions of the

past, had polarized the mnor guilds into radicalized defense of

1992) , who has found that percentage of inheritance passng down through family increased, not
decreased, during the Trecento.
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the guild-corporatist order. In an escalating spiral, reactionary
persecution of new nmen as ‘ Gnibellines begat radical prosciption
of nmore conservatives as ‘magnates’ (Brucker, 1962). The
governing major-gquilds were shredded by this cross-pressure,
since the economc and marriage interests of elite guildsnen
conflicted. In such volatile circunstances, elite denpbgogues or
heroes (depending on your point of view), Ilike Salvestro
d’ Al amanno de’ Medici and others, arose to fight for the popolo
m nut o and agai nst the Guelf pope. Interlinked foreign and civil
war s becane at some point unstoppable.

The Ci onpi wool workers thenselves did not exactly conme into
this picture at the behest of the mnor-guild alliance. But the
times were extrenely propitious for the expression of citizenship
rights for little people (popolo m nuto), who could help tip the
vol atile balance. [It certainly hel ped also that many of these
muscul ar wool workers were ex-soldiers.] Wol workers poured into
the streets and defeated magnati and popol ani supporters of the

Parte Guelfa in pitched battles, and started to burn nmany of

their houses.® What started as a corporatist demand for guild
citizenship escal ated behaviorally into a true econom c-cl ass

(that is, workers’) revolt, even w thout the self-consciousness

>"Of course such tactics were part of the repertoire of the popolani themselves. They were not
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of sottoposti and popolo mnuti as ‘workers’. Large nunbers of
the economic elite fled the city in fear of their lives, to their
country villas or to their over seas mer chant - banki ng
establishments. The teetering wool industry went from bad to
col | apse; essentially there were no enployers left in the city.

The organi zati onal consequences, for the conservatives, of
crushing this revolt becone obvious once one understands the
nature of the <challenge. Conservatives were renolded into
econom c-cumsocial class in conplenent to the econom c-cumcl ass
chal | enge of the Cionmpi from bel ow.

O d magnati-popol ani distinctions were sonmewhat effaced,
al t hough never again through the mechani sm of Guelfism The gap
bet ween maj or and m nor guilds, already present in the previous
regime, intensified.

More inmportant than either of these two re-workings of old
categories, the transfornmng effects on identities of major
gui l dsnmen thensel ves were profound. Guild distinctions between
various types of elite merchants were virtually eradicated: in
the short run through their bonding experience of flight and
counter-coup, in the longer run through their joint agreenent,
expressed through balie, to emasculate the guilds. Victorious

elites understood that the guilds had opened the door to class

used, however, to seeing such methods used againgt them, especidly by the likes of the Ciompi.
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war fare, which they vowed never to |let happen again. So they
elimnated guilds as the foundation to the Florentine
constitution, taking over the appointnment of gquild consul ar
| eadership, and demoting guilds to little nore than social
cl ubs. *8

Cross-guild political cooperation in electoral reform
t hrough class-based elite networks of parentado and am ci zi a,
t hus preceded (but only by a few years) the anal ogous cross-
i ndustry cooperation of different economc elites in partnership
systens. This co-evolution between states and markets is not
surprising once one realizes that these two organizational

systens were constructed essentially by the same peopl e, °°

as they
mobilized their parentado and am cizia networks in different
domains. It is this wending of biography across sectors, | have
argued above, both that establishes protocol s-of-comunication in

systenms, and that frames the identity-behind-the-role in

i ndi vi dual s.

Concl usi on

®8See Rubinstein (1981), Ngjemy (1982) , and Franceschi (1993b) for ingtitutiona details.
Fortunately for my data, guilds continued to register matriculation and partnerships, however,
they did little dse. | have discussed the marriage Sde of this transformation of popolani into
oligarchy in Padgett and Ansdll (1993).

%91 only add the qualifier “essentially” because of the well-known tendency for brothersto
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VWhat is life? In biological chemstry, life is a tangled web
of self-regulating |oops of chem cal reactions, which reproduce
t hemsel ves through time (Eigen, 1992; Buss, 1987; Fontana and
Buss, 1994; Padgett, 1997; Jain and Krishna, 1998). The history
of life is thus a path-dependent series of bifurcating networks,
each step of which nmust lock in to stabilize itself for the next
step to be possible (Goodwi n, 1994). Neutral drift at the |evel
of individual nolecules is consistent with discontinuous tipping
at the level of autocatalytic chem cal networks (Fontana and
Schuster, 1998). Viewed from a distance, evolution is a grow ng
bush of co-adaptations, refunctionalities and dead ends, wth
sel ective pruning but no inherent tel eology (Gould, 1980, 1989).

The contribution of the line of research in this article to
evolutionary theory 1is to enphasize the nultiple-network
character of these bifurcations. Human beings, just |ike chem cal
nol ecul es, participate in nultiple |oops of self-regulating
activity. As such, perturbations in one |oop my rebound, for
good or ill, into other loops. In addition to this point about
devel opnmental regulation, | argue that the possible trajectories
of evol ution of one soci al network (such as economc
partnershi ps) are shaped by the structure of surroundi ng soci al

networks in which that one network is enbedded. Burgeoning

condruct therr little divisons of |abor—one politician, one businessman (Goldthwaite, 1968).
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pressures in one network, noreover, may urge other networks down
one trajectory of possibility or another.

Because of such network interaction effects, the abstract
hi story of financial capitalismshould not be reified away from
t he concrete particulars of Florentine or of any other history.
Naturally, diffusion across settings also occurs. But explaining
diffusion is different from explaining invention. In the soci al
sci ences, we have plenty of nodels for the forner, precious few
for the latter.

In this paper, | have used ny enpirical research on
Fl orentine banking as a platform from which to sketch a nore
general theory or interpretation of the genesis of organizationa
nmor phol ogy. At the Ilevel of organizational genetics, this
invol ves career matching. At the Ievel of organizational
devel opnment, this involves bankers’ |ogics-of-identity, which are
regul ated by the biographical political access of elites, and
whi ch unfold through bankers’ social networks to spawn banks. At
the level of organizational speciation, this involves the
real i gnment of cross-domain bankers’ identities, which function
at the system level as dialogues or protocols through which
politics and markets conmmuni cate with each ot her.

Whet her or not this framework is exactly what Stinchconbe

had in mind in his 1965 inspiration is hard to say. But this
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article is one attenpt to follow the markers of Stinchconmbe’s

pat h- bl azing but fading trail.
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Figure la. Typical Life Course for Family Firms: Father-Son mode
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Figure 1b. Typical Life Course for Family Firms: Brother-Brother mode
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Figure 2. Typical Life Course for Guild Firms
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Figure 3a. Typical Life Course for Popolani Firms: Inter-marriage mode
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Figure 3b. Typical Life Course for Popolani Firms: Amicizia mode
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Figure 4. Summary of Alternate Vertical Partnership Relations

(C & E profiles at beginning of relation)
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N.B.: Each of these modes has varients in how they unfold,

depending upon how long the relation is expected to last.



