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Introduction 
This dissertation is a collection of articles written in collaboration with Dennis O. 

Flynn on the subject of the worldwide trade of precious metals and monetary 

commodities during the sixteenth and seventeenth centuries. These articles discuss the 

centrality of monetary history in provoking the birth of global trade, issues concerning 

the financing of the Spanish Empire, as well as the crucial role of the Philippines within a 

global network of trade routes. Special attention is afforded the Philippine archipelago 

because historians in general neglect this pivotal trade route over the Pacific. Yet, the 

birth of global trade coincides with the foundation of the City of Manila in 1571. 

These particular articles were chosen for inclusion in this dissertation because 

together they form an organic unity. Taken together, the essays establish that the 

movements of the world's most important monetary substances - silver, gold, copper, 

and cowries - are best viewed from the perspective of a Classical monetary theory (one 

compatible with, for example, Ricardian economics). The 'Classical' view advocated in 

this dissertation disaggregates the modern notion of 'money' - which aggregates 

individual monies into an abstraction that contains diverse substances — into individual 

component monies. The supply of and demand for each monetary substance must be 

viewed independently, notwithstanding the fact that individual monetary substances (e.g. 

gold and silver) are sometimes related to one another. 

This dissertation devotes disproportionate space to the specific monetary 

substance, silver, because analysis of the global silver market reveals fundamental trends 

leading to the birth of global trade, as well as offering hints about the striking 

consequences of the global linkages that resulted. This dissertation shows how changes in 

the Chinese monetary system and institutional developments within the Ming Empire -

changes leading to the 'silverization' of Chinese society - played a central role in 

initiating globalization.China and its tributary system were dominant on the demand-side 

of the world silver market, while the silver producing areas of America and Japan 

dominated the supply-side of the market during the sixteenth and seventeenth centuries. 

In this dissertation the Spanish Empire appears as a conglomerate of territories financed 

by the silver mines of Mexico and Peru, thanks to the high price of silver in China during 

this period. The Philippines were the only route to offer Spaniards direct access to the 
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Chinese marketplace, which explains why the Manila galleons were so highly profitable 

for trade merchants and why the Philippines also contributed mightily to the financial 

strength of Spain's Imperial enterprise. Examination of the global silver network also 

provides a useful vantage from which to view complex connections among other 

important monetary substances during the early modern period (i.e. gold, copper, and 

cowries). Overall, these articles provide a new theoretical and historical framework for 

reinterpretation of how monetary and financial structures reverberated widely throughout 

a unified, global system with tentacles reaching surprisingly deeply into the fabric of 

societies populating continents (and other landmasses) dispersed throughout the early-

modern world. 

A. Centrality of American Treasure in Economic History Since the 16th Century 

Precious metals history in Europe during the sixteenth- through eighteenth-

centuries when American silver was predominant has loomed large in the writings of 

scholars since the sixteenth century itself. Tens of thousands of tons of the white metal 

traversed the Atlantic Ocean and entered the European economy throughout those 

centuries. Numerous European mints transformed this New World silver into coin form, 

with the world-famous Spanish pieces of eight playing a prominent role. The dramatic 

augmentation of money supplies throughout Europe beginning in the sixteenth century is 

a central feature of European historiography. Unprecedented production of precious 

metals in the New World (mostly silver) is alleged to have bolstered monetary stocks 

throughout Europe and to have profoundly affected its economies in a number of ways. 

Another prominent theme of sixteenth- and early-seventeenth-century European 

economic history is the widespread experience of more than a century of price inflation, 

the Price Revolution. Indeed, synchronism between the arrival of New World treasure 

and escalating European price levels did not escape the notice of sixteenth-century 

scholars, people who personally observed segments of this dual treasure-influx/price-

inflation phenomenon. The first complete statement of the Quantity Theory of Money 

which hypothesizes that augmented money-supplies cause general price inflation is 

sometimes attributed to the Frenchman Jean Bodin, who argued in 1568 that American 



treasure increased monetary stocks and thus prices in general. (Bodin 1946, pp.23, 27, 28, 

31, 32, 68) According to Marjorie Grice-Hutchinson, however, a Spaniard named Martin 

Azpilcueta de Navarro (1556) preceded Bodin by a dozen years in attributing the 

prolonged inflation to the influx of American metals.1 Numerous subsequent thinkers 

throughout the sixteenth, seventeenth, and eighteenth centuries emphasized the causal 

connection between the influx of American treasure into Europe and Europe's Price 

Revolution,2 including Adam Smith in his Wealth of Nations.3 Karl Marx (1976, p.34) 

likewise attributed European price inflation ultimately to the discovery of richer and more 

easily worked mines in America. A multi-volume series on prices in England (James E. 

T. Rogers, 1866-1900) propelled this treasure-inflation orthodoxy into the twentieth 

century. 

Based upon years of research in the archives of Seville, Earl J. Hamilton's classic 

study (1934) yielded a mass of new evidence that testified strongly in favor of the 

monetary interpretation of the Price Revolution; Hamilton claimed that the influx of 

silver into Spain matched closely with Spain's inflationary experience. John Maynard 

Keynes (1930 Vol. 2, pp.152-63) endorsed Hamilton's quantity-theory interpretation of 

the price rise, while also accepting Hamilton's collateral profit inflation hypothesis for 

explaining the early development of capitalism in Western Europe. 

During the second half of the twentieth century, the orthodox monetary 

interpretation of the Price Revolution has come under attack. The main criticism is based 

upon empirical evidence showing that periods of pronounced price inflation within 

specific European countries fail to correspond chronologically with simultaneous receipts 

of American treasure by those respective countries. Sometimes price inflation occurred 

prior to receipt of American treasure. In other instances, substantial treasure imports 

1 See Grice-Hutchison, The School of Salamanca: Readings in Spanish Monetary Theory 1544-

1605. Oxford: Clarendon Press, 1952 

2 See, for example, Cynthia Taft Morris (1957), p.166; Braudel (1966, Vol. 1), p.521; Cantillon 

(1931),p.l60 

3 Adam Smith (1937 (1776), pp.34, 191, 192, 236, 241, 415,416) 



coincided with periods of weakening price inflation. Individual countries receipts of New 

World treasure simply failed to correspond with bouts of domestic price inflation within 
4 

specific countries. 

Dennis O. Flynn (1978) responded to this chronology-problem criticism by 

explaining that the physical whereabouts of the American silver is irrelevant to the 

question of whether the Price Revolution in individual countries was attributable to New 

World silver. Based upon the Monetary Approach to the Balance of Payments, a theory 

developed by others (Johnson 1972 and 1976) in the 1970s, Flynn argued that prices are 

determined internationally and therefore it is erroneous to analyze each country's 

inflationary experience as if it were independent from international price trends. As long 

as the silver market explains price inflation internationally, whether or not a particular 

country contained American silver during its particular inflationary experience is 

irrelevant. Irrespective of how much silver an individual country contained during a 

particular time segment, its prices were determined internationally. The relevant question 

is whether New World treasure caused international prices to rise. The mistake of 

monetary historians, according to Flynn, was that they viewed national price levels as if 

each were determined independently of price levels in other countries. Markets were in 

fact linked over long distances, which implies price linkages that ignored regional and 

national borders alike. (The extent to which an individual country did or did not contain 

American treasure depended upon whether it minted non-silver monies that could 

substitute for silver monies of New World origin. Again, Flynn utilized the Monetary 

Approach to the Balance of Payments theory to explain why Spain contained little 

American silver despite being the world's most prodigious source of minted silver; Spain 

also minted prodigious quantities of copper-based vellon substitute-monies. The absence 

of silver money in Spain does not alter the fact that the Spanish Price Revolution is 

attributable to New World mines, however, for the same reasons that reflections of the 

Price Revolution elsewhere in the world are attributable to American mines.) 

4 See, for example, Cipolla (1955); Blum (1956); Hammerstrom (1957); Brenner (1961), Brenner 

(1962). 



As already stated, attempts to explain the Price Revolution on a country-by-

country basis have produced tremendous confusion in the literature. Thus, Flynn insisted 

that price inflation be viewed as an international phenomenon. Rather than ask what 

caused the prices of thousands of internationally-traded items to rise over time, however, 

Flynn followed the lead of pre-twentieth-century Classical economists and instead 

focused on the question of what caused silver itself to lose purchasing power. The 

observation that early-modern price levels rose relative to silver monies during the Price 

Revolution means that more units of silver money were required in order to buy a given 

basket of goods. Flynn simply reinterpreted these price trends as an observation that 

silver's value had fallen relative to given baskets of goods. In other words, rather than 

adopt the view that goods had risen in value relative to a stable silver standard, Flynn 

argued that it was the silver that had lost value with respect to goods in general. Flynn's 

view seems unorthodox compared with twentieth-century explanations for the cause of 

the Price Revolution, but he is actually just restating pre-twentieth-century interpretations 

offered by Adam Smith, Karl Marx, and other Classical economists who discussed this 

subject at length. 

It is worth emphasizing a fundamental distinction between Flynn's Classical 

approach versus modern monetary theory. Flynn focused on demand-and-supply forces 

responsible for depressing silver's international value during the Price Revolution; this 

approach required him to treat the silver market independently from the markets for other 

monetized metals (e.g. gold, copper, lead). In contrast, modern monetary theory 

combines diverse monetary substances into monetary aggregates (such as Ml, M2, and so 

on), which by definition combine individual monies. Specific monies lose their identities 

as individual items. Flynn ultimately argued that it was the reduced cost of producing 

silver that led to the fall in silver's value in international markets. Because it sums 

various substances into monetary aggregates, modern monetary theory cannot address the 

question of what forces cause an individual monetary substance to have a specific value. 

What sense would it make to say that the cost of producing money in general is falling, 

when the cost of producing some components may be falling, while other components 

costs are rising, and yet others have costs which may remain constant? Flynn's approach 



requires a microeconomic not a macroeconomic approach to money because he insists 

that each monetary substance be analyzed independently. 

B. Genesis of the Doherty-Flynn Model 

Conventional macroeconomic monetary theory methodologically based upon 

aggregation of individual monies is, as has already been stated, incompatible with 

Flynn's claim that study of silver's individual value in world markets is the key to 

understanding the causes and consequences of the Price Revolution. Silver was only one 

monetary substance among many monetized items, so why does Flynn insist that silver 

monies be conceptually separated from non-silver monies? The answer: the extent to 

which an early-modern economy experienced price inflation depends upon the particular 

monetary substance in terms of which prices are measured. When prices are measured in 

terms of silver-content prices (which is standard practice in the Price Revolution 

literature), for example, an economy's record of price inflation looks very different from 

when prices are expressed in terms of, say, a gold money. Price trends look much 

different again when prices are expressed in terms of a copper standard, and the same 

economy's prices expressed in terms of cowries would look completely different as well. 

Since each monetary substance embodies a different market value owing to the fact that 

the supply of and demand for each substance (and its cost of production) is distinct from 

that of other monetary substances the behavior of a particular price index depends upon 

which monetary substance is chosen as the unit of account 

One cannot think clearly about the demand and supply forces leading to a 

widespread decline in the market value of silver, in other words, while simultaneously 

aggregating silver into an abstract unit of analysis which includes various non-silver 

monies. The fall in silver's value must be studied by focusing on factors that specifically 

impact the supply of silver and the demand for silver. There must be a disaggregation of 

silver from the monetary aggregates advocated in modern textbook theories of money. 

Silver must be treated as an independent unit of analysis. The conceptual combination of 

silver with other monetary substances has created tremendous confusion in the Price 

Revolution literature. This confusion has, in turn, precluded understanding of the role of 

silver in early-modern economic history. 



While attempting to model European (silver-content) price inflation at the 

international level, however, Flynn's (1977) early efforts failed to adequately create a 

supply-and-demand model for silver at the international level. He unwittingly 

superimposed a time-dimensioned demand function with a point-in-time inventory supply 

function. Flynn's early model contained a fundamental contradiction: it attempted to 

superimpose demand and supply functions that contained incompatible dimensions. The 

demand function was not defined in the same space as the supply function. 

Despite this fundamental technical error in Flynn's analysis, he continued to 

believe in the necessity of modeling each monetary substance in disaggregated form (i.e. 

from a microeconomic point of view). In collaboration with Kerry W. Doherty, Flynn 

developed a new microeconomic theory (Doherty and Flynn, 1989) that eliminated the 

supply-demand compatibility problems mentioned above. Both the supply of silver 

function and the demand for silver function were modeled from an inventory-theoretic 

point of view. 

Without wishing to digress to deeply into technical theoretical issues, it is perhaps 

helpful to briefly explain a key distinction between the Doherty-Flynn model and 

conventional macroeconomic treatments of money._A good place to start is by 

recognizing that theories of pre-20th century Classical economists treated each monetary 

substance separately (as does the Doherty-Flynn model)._When the so-called Marginalist 

Revolution swept the field of economics in the late-19th century, however, its "utility 

theory" foundation changed the way in which individual products were viewed._An 

individual's utility (i.e. satisfaction) is maximized subject to an income constraint, 

according to utility analysis, and it is this time-dimensioned income constraint that 

requires the quantity axis of microeconomic demand and supply curves to be labeled 

"units/time period." This requirement of a time dimension on quantity axes for all 

microeconomic demand and supply analysis eliminated monetary substances from 

consideration.. For example, the relevant supply function for an individual monetary 

substance (like silver) would include all silver money in existence at a particular moment, 

not just the silver money produced during a particular time period._But microeconomic 

supply functions refer only to the current rate of production of a product (the profit-

maximizing rate of production) ._Thus, monies could not be made to fit into the utility-



maximization framework of the turn-of-the-century Marginalist Revolution._Since 

economists could not very well ignore monetary theory completely, a new branch of 

economics was created to fill the void - macroeconomics._Within macroeconomic models 

individual monies had to be aggregated together, however, because the mechanism 

through which monies were theoretically re-connected to non-monetary substances was 

through the interest rate.Jt clearly does not make sense to say that the cost of production 

of an ounce of silver, or gold, or copper equaled a specific number of 'interest rates'; 

while it had made sense in the nineteenth century to conceptualize silver's cost of 

production in terms of, say, units of labor hours required for production.. In short, 

Doherty and Flynn used a form of dynamics called 'optimal control theory' to form a 

type of utility-based microeconomic theory capable of handling inventory stocks. 

Equipped with a theoretical apparatus that could treat monetary substances just like non

monetary substances, it is now possible to analyze the supply of and demand for each 

monetary substance independently._ The price of each money could be conceptualized 

like any other price, rather than thinking of the 'price' of money as the interest rate. 

Having eliminated the main theoretical stumbling block to microeconomic 

modeling of silver from an inventory-theoretic point of view, Flynn then applied the 

Doherty-Flynn model to various aspects of early-modern monetary history. The logic of 

the Doherty-Flynn model dictated an increasingly global perspective, however, one that 

forced Flynn to view events from a more global (and less-Eurocentric) viewpoint than he 

could have envisaged prior to development of the Doherty-Flynn model. 

The precious metals literature today is overwhelmingly Eurocentric in focus. In 

particular, Asian economies are either ignored or their development is considered 

tangential. While the literature recognizes that precious metals did indeed flow off to 

Asia during the early-modern period, for example, Europe's exportation of these metals is 

explained in terms of dynamism emanating from Europe; the Asian side is portrayed in 

static terms. Specifically, it is argued that there developed a rapidly growing European 

demand for Asian spices, silks, ceramics, and other products; indeed, such demand 

explains why European merchants established posts in Asia. There was no comparable 

surge in Asian demand for European products, however, perhaps because of the inward-

looking nature of Asian peoples. The conjunction of huge European imports from Asia 



and paltry European exports to Asia therefore implied a massive European trade deficit. 

According to this view, precious metals flowed off to Asia because of a dynamic surge in 

European demand. Export activity within Asia was simply a response to dynamism 

within Europe. 

In "The Microeconomics of Silver and East-West Trade in the Early Modern 

Period", Flynn (1986a) began to argue that the European dynamism story contains 

mythical elements. First, for an entire century — from the mid-sixteenth century to the 

mid-seventeenth century there was indeed a persistent flow of American silver through 

Europe into China, but China simultaneously exported gold, some of which made its way 

back to Europe. And late in the seventeenth century, a substantial volume of Japanese 

copper also flowed into Europe at a time that American silver continued to flow into 

China. These historical facts spell trouble for the orthodox European-trade-deficit 

explanation. If money actually had played the role of a passive balancing item as state in 

the literature with monetary flows simply responding to an imbalance in Europe's trade 

account with Asia then why were not all types of money flowing into Asia? Specifically, 

why was it that only silver flowed to China while other non-silver monies simultaneously 

flowed back into Europe? Standard monetary theory is incompatible with these facts; 

standard theory is powerless to explain the independent movements of specific monies 

(which in any case are theoretically aggregated into a single unit of analysis called 

money). 

Second, it is estimated that Japan produced half as much silver as did all of Latin 

America during the late-sixteenth and early-seventeenth centuries. Japanese silver was 

also exported to China in exchange for Chinese silk (and to a lesser extent, Chinese gold). 

This fact also implies that it makes little sense to perceive the global flow of precious 

metals from an East-West point of view. What does make sense, on the other hand, is to 

study the demand and supply of each individual monetary substance from a global 

perspective. Provision of a global perspective is where my collaboration with Dennis O. 

Flynn came into play. 



C. Silver and the Birth of a Global Economy 

The first chapter of this dissertation 5 is co-authored with Flynn. Invited for 

submission by the Editor of the JWH, this essay was specifically written for a general 

audience, rather than for specialists in monetary history. It was my responsibility to research 

the secondary literature surrounding Chinese monetary history, in the hope that such a 

search would reveal why China (more than any other place in the world) became the world's 

primary end-market for silver for centuries. What I found was a clear statement that 

permeated the literature on Chinese monetary history: There had been a momentous shift 

toward the use of silver as money within China over the centuries, a phenomenon Flynn and 

I subsequently described as the silverization of China. 

Silver flowed to China because the market value of silver in Ming territory was 

twice as high as its value elsewhere. This fact is reflected in the bimetallic ratios reported 

in Chuan (1969, p.2), for example, who reports late-sixteenth/early-seventeenth century 

gold-silver exchange rates at 1:5.5 to 1:7 in Canton compared with 1:12.5 to 1:14 in 

Spain. Such an overvaluation of silver in China should cause imports of silver into China, 

according both to the Doherty-Flynn model and to a Ricardian explanation by Chaudhuri 

(1978); similarly, both models predict that China should export gold. This is of course 

precisely what happened between the mid-sixteenth and mid-seventeenth centuries. Silver 

flowed into China, not because of dynamic Europe's trade deficit with Asia but because 

China contained by far the world's most dynamic end-market for silver. A common 

saying among economists is that the consumer is sovereign ; along with supply-side 

dynamics in Japan and Spanish America, the end-market in China was sovereign as the 

motor driving the global trade of silver throughout the early-modern period. There could 

be no profit involved in selling silver on world markets in the absence of customers 

willing and able to buy it. But why was the value of silver in China double its value 

anywhere else in the world? More precisely, how is it that the demand for silver in China 

was so powerful that it raised silver's price far above its price in the rest of the world? 

5 Flynn and Girâldez, (1995a), "Born with a 'Silver Spoon': The Origin of World Trade in 1571", 

Journal of World History, vol.6, n.2, pp.201-221 
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China's metamorphosis from a paper-money system (dating back at least to the 

1 lth century) to a silver-based economy provides the demand-side answer to the question 

asked immediately above. Overissue of paper money in China had reduced the value of 

Chinese paper money to virtually zero by the middle of the 15th century (Gernet 1982, 

p.415). Normal commerce required a monetary standard, of course, and silver evolved as 

the metal of choice. Ming rulers attempted repeatedly to stop the intrusion of silver 

throughout the Chinese economy, but to no avail. Finally, in the 1570s the Ming Dynasty 

acquiesced; the Single-Whip tax reform both consolidated numerous tax payments into 

one overarching tax and specified that this tax be paid exclusively in silver. Given that 

China contained approximately one-quarter of the world's population at that time, in a 

country of large cities like Nanjing and Beijing (containing one million and 660,000 

inhabitants respectively in the late Ming period), the silverization of China became a 

global event of epic proportions. If one includes the economies of Chinese tributary states 

in the calculation (Hamashita 1988), then perhaps 35% or 40% of the global population 

was involved in China's demand-side conversion to a silver-based economy. 

When viewed from the Sino-centered perspective just outlined, European 

merchants appear to have played the role of middlemen rather than instigators, 

intermediaries who facilitated the movement of silver between Japan and China and 

between America and China. But by no means were Europeans prime movers either on 

the supply side of the silver equation or on its demand side. Entities most firmly in 

control of dominant silver mines namely the Tokugawa Shogun and Spanish Crown 

reaped enormous profits from the silver trade, of course, and these profits were 

instrumental in explaining the economic bases of these two national powerhouses. But 

there were also ample profits left over for other traders who participated in innumerable 

trade segments linked through virtually all the major trade routes throughout the world. 
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D. Arbitrage, China, and World Trade in the Early Modern Period6 

Easily the most neglected trade route in the precious metals history literature has 

been the direct trade of American silver into China via the Pacific Ocean (as opposed to the 

indirect trade of American silver into China via the Atlantic Ocean; control of an Asian port 

accessible via the Pacific Ocean was a high priority for the Spanish Crown because the 

Portuguese and Dutch already controlled trade routes to Asia via the Atlantic Ocean). 

Manila Bay is said to contain perhaps the best natural harbor in Asian waters and was 

therefore coveted by Spain. The city of Manila on Luzon was established in 1571 in order to 

provide Spanish interests with direct access to the lucrative markets of China, and the 

Acapulco-Manila galleons provided the linkage for which Spain had been searching. And 

during the late-sixteenth and early-seventeenth centuries enormous volumes of silver were 

indeed shipped to China over the Pacific via the Manila galleons. One oft-cited source even 

claims that an astonishing 5 million pesos worth of silver crossed the Pacific in 1602 and 

that 12,000,000 pesos was shipped in 1597 (Borah 1954, p.123) 

Then a strange thing is alleged to have occurred during the first quarter of the 

seventeenth century: for reasons left unexplained, trade via the Acapulco-Manila galleons 

is alleged to have largely withered. And one result of this perception of abrupt decline in 

the importance of Pacific trade has ensued ~ a remarkable lack of interest in the 

Acapulco-Manila-China trade route, accompanied by a lack of interest in the history of 

the Philippines in general. Who cares about a trade route which was important only for a 

brief moment in history? It is fair to say that scholars who currently write about the trade 

history of the world pay little, if any, attention to the role of the Philippine Islands after 

the first quarter of the seventeenth century. 

Responsibility for the dearth of interest in Philippine history as an important 

component of world history was inadvertent, but resulted largely from research 

conducted by the highly-regarded French historian, Pierre Chaunu. Chaunu concluded 

Flynn and Girâldez, (1995b), "Arbitrage, China, and World Trade in the Early Modern Period", 

Journal of the Economic and Social History of the Orient, vol.38, n.4, pp. 429-448 

12 



that the initial phase of burgeoning trade via the Manila galleons ended in the 1620s, 

when trade volumes via the Philippines dropped significantly. By the 1630s the fall in 

Spanish trade across the Pacific was precipitous. The Manila galleons no longer appeared 

to be a factor worthy of attention in terms of the study of important global trade 

networks. Chaunu's conclusion that trade via the Pacific declined abruptly stemmed from 

his research on tax records. Indeed, records for almojarifazgo tax (a trade duty) receipts 

do show an initial decline in the 1620s, followed by a more dramatic collapse in the 

1630s. 

Flynn and I were skeptical about Chaunu's conclusion that the Manila galleon 

trade declined during the seventeenth century. The Doherty-Flynn model predicts 

increased smuggling of silver during the seventeenth century; eroding silver-industry 

profits forced traders to either avoid taxes via intensified smuggling activity, or to 

abandon the silver trade. I began intensive research of primary and secondary sources 

having to do with the Philippines trade during the seventeenth century. 

An important scholar based in Hong Kong, Han-Sheng Chuan (1969) has 

challenged Chaunu's view of a collapse in the Philippines trade during the seventeenth 

century. Based upon study of translated documents in the Blair and Robertson (1903-

1909) collection, Chuan has concluded that two million pesos worth of silver passed 

annually via Manila on its voyage to China throughout the entire seventeenth century. In 

short Chuan claims that Chaunu's trade-collapse orthodoxy is incorrect. 

Knowing that the dominant Asia-bound cargo of the Portuguese Estado da India, 

the Dutch East India Company, and the English East India Company was comprised of 

American silver, I studied the extensive secondary literature on seventeenth-century trade 

volumes for these three institutions. To my surprise, a rough compilation of trade figures 

for these three giant institutions indicates that their combined shipments of silver to Asia 

totaled approximately 2 million pesos per year throughout the seventeenth century. This 

is the same amount alleged by Chuan to have crossed the Pacific during that century. If 

Chuan's revisionist estimates for the Acapulco-Manila galleon trade could be 

corroborated, this would seem to force fundamental reconsideration of the role of Manila 

in world trade history. 
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My research in the archives of Seville has uncovered an abundance of anecdotal 

evidence that is consistent with Chuan's contention that trade via Manila flourished 

throughout the seventeenth century, rather than declining as argued by Chaunu. Had the 

Manila trade collapsed so abruptly and completely as suggested by Chaunu, for example, 

then why was there no collapse in the population of Manila? The city of Manila served no 

function other than as an entrepot through which Mexican silver was exchanged for 

Chinese silk. 

E. Silk for Silver: Manila-Macao Trade in the 17th Century7 

As mentioned previously, the precious metals literature has been couched in East-

West terms, a dubious practice when trying to describe trade around a globe. East or 

West of what? Use of the terms East and West presupposes agreement upon a reference 

point. The implicit conceptual reference point - ironically accepted by non-Europeans 

places Europe at ground zero. More accurately, the conceptual fulcrum is Western and 

Central Europe. This conceptual framework poses immediate difficulties for those of us 

who study trans-Pacific trade. First, the Americas are at the eastern edge of the Pacific 

and Asia - and its tens of thousands of islands — define its western edge. Those of us 

who reside in California therefore find ourselves living in the West while simultaneously 

residing on the far eastern edge of the Pacific. Similarly, millions of Asian residents live 

at the far western edge of the Pacific, yet are said to live in the Far East. This nonsensical 

nomenclature forces Hawaiians, for example, to describe people to their west as 

Easterners and people to their east as Westerners. While perhaps humorous at some level, 

this point is not trivial. Interaction within and over the Pacific Ocean has been relegated 

to a linguistic margin because academics consider trans-Pacific interactions irrelevant. 

This is an incorrect and dangerous development because it has led to distortions in 

historians perceptions of interchange across and within the Pacific. 

7 Flynn and Girâldez (1996b), "Silk for Silver: Manila-Macao Trade in the 17th Century", 

Philippine Studies. vol.44/First Quarter, pp.52-68. 

14 



In the previous section — Arbitrage, China, and World Trade in the Early Modern 

World — Dennis O. Flynn and I explained: (a) Why silver was attracted to China from all 

over the world, and (b) why we endorse Professor Chuan's contention that two million 

pesos worth of American silver entered China via Manila throughout the seventeenth 

century. Most of the two million pesos in silver exported via the Pacific during the 

seventeenth century were smuggled, however, which explains why official quantitative 

documentation cannot provide direct evidence to support the Chuan allegation to which 

we adhere. I instead looked for indirect proof by studying the literature on Chinese silk 

exports into Manila and Mexico. 

Rarely does history offer a trade pattern so straightforward as that of the Manila 

galleons during the seventeenth century, which essentially boiled down to a direct swap 

of American silver for Chinese silk. We therefore decided to look at the magnitude of the 

silk-side of the equation to corroborate Chuan's contention. If it could be established that 

approximately two million pesos worth of Chinese silk annually were shipped to 

Acapulco via Manila, then it would have to have been true that two million pesos 

annually in silver were simultaneously shipped to China via the Pacific. 

Silk was the main Chinese export exchanged for thousands of tons of imported 

silver throughout the sixteenth and seventeenth centuries. According to Sousa (1986, 

p.46), China exported about 800 tons of silk each year in the early seventeenth century. 

The vast majority of this exported silk went to Japan, Manila, and India, but Portuguese 

purchases for the Indian market are said to have diminished by the 1630s, so Japan and 

Manila became the dominant foreign markets for Chinese silk throughout the seventeenth 

century. Silk comprised approximately 90% of Portuguese exports to Japan in 1637 and 

the Dutch imported even more Chinese silk into Japan after having replaced the 

Portuguese. 

CR. Boxer (1948, p.545) labeled official bills of laden for Chinese silk shipments 

to Manila as an elaborate farce. The statutory limit was 4,000 piezas of silk per galleon, 

for example, but it is known that the San Jose sank in 1694 with 12,000 piezas aboard. A 

century earlier in 1587 the Santa Anna, which was plundered and burned off the coast of 

California, carried 2 million pesos in silk, four times the legal maximum at that time. It is 
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also know that the Santo Tomas in 1601 carried 2.5 million pesos in cargo, even more 

than was captured from the Santa Anna fourteen years earlier. 

In a sense, Macao and Manila were competitors because the former served as 

entrepot for China's silk-silver trade with Japan while the latter served as entrepot for 

China's silk-silver trade with Mexico. Events of the 1630s, however, make it clear that 

Macao and Manila were also sometimes collaborators in the global marketplace for silk 

and silver. Boxer (1963, p.141) reports that forty large trading-junks from Macao brought 

so much silk to Manila that the galleons bound for Mexico in 1634 could not take it all. 

Schurz (1959, p.135) says that 1.5 million pesos in silks were the usual amount shipped 

from Macao to Manila around 1633, an amount six times greater than the legal limit 

Manila could ship off to Mexico. (And we are talking only about trade with Macao!) In 

short, evidence about silk cargoes from sunken and captured ships corroborates Chuan's 

claim that 2 million pesos of silver traveled to China; million of pesos worth of silk 

entered Mexico from China, so at least two million pesos in silver must have traveled in 

the opposite direction. 

Evidence concerning trade between Mexico and Peru also offers indirect support 

for Chuan's claim. According to Borah (1954, p. 123), some 90 percent the manufactured 

goods imported from Mexico by Peru came from Manila in the 1630s. And Borah (1943, 

p. 97) states that annual imports of merchandise in the Manila galleons totaled nearer 

2,000,000 that 250,000 pesos, the only real limit to the trade being the fact that the ships 

permitted could not carry any more, and the cheaper Chinese wares were smuggled into 

Peru in defiance of royal restrictions. As late as 1703, Mexican authorities established a 

shopping center in Mexico City for the expressed purpose of selling Asian goods from 

Manila: From these stores, the city government obtained substantial annual income in the 

form of rentals which the store owners paid to the city treasury (Zaide 1979, p.490) 

All of the evidence I could find relative to the volume and value of Chinese silks 

shipped via Manila to Mexico supports Chuan's claim that 2,000,000 pesos of silver must 

have traversed the Pacific Ocean annually throughout the seventeenth century. Whether 

looking at Manila's imports of Chinese silk via Macao, Mexico's re-exports of Chinese 

silks to Peru, the thriving silk trade within Manila itself, the establishments of markets for 

Chinese wares in Mexico City, or the population of Manila itself, the impression is 
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consistent. The Manila galleons trade generally thrived throughout the seventeenth 

century. The vast majority of goods were smuggled, and approximately 2,000,000 pesos 

worth of silver per year entered China via the Pacific throughout the seventeenth century 

nonetheless. 

F. China and the Spanish Empire8 

While there has been a lively, long-standing debate on the issue of decline of the 

Spanish Empire (Kamen 1978, 1980; Elliott 1961, 1970, 1977), there has been less 

discussion about how Spain managed to emerge as an Imperial power initially. Elliott 

(1961, p.62) describes Spain as closer in many ways to that of an Eastern European state 

like Poland, exporting raw materials and importing luxury products, than to economies of 

West European States. And Kamen (1978, p.41) labels Spain a backward country with 

poor resources, dependent on external markets and external supplies. So how did a 

backward country, which experienced neither an agricultural nor an industrial revolution, 

become the most powerful country in Europe for a century? 

Some have argued that Spain's backwardness implies that the Empire must have 

been financed from sources external to Spain; thus, Spanish imperialism was financed out 

of the resources of America and of a Castile which had itself received regular injections 

of silver from the silver mines of the New World. (Elliott 1977, p.291) Earl J. Hamilton 

(1934, pp.89-91) reported that, by the time American treasure had reached Seville, the 

Spanish Crown had collected some 27.5% of silver's total production value in taxes; a 

more recent estimate by Mark Steele (1986, pp.151-152) places the King's portion of the 

treasure at 40%. Either way, it is clear that the Crown collected enormous revenues based 

upon trade with the New World. 

It is nonetheless maintained by some that, internal backwardness notwithstanding, 

internal/domestic forces within Spain must have comprised the main support for the 

empire because Castilian peasants were the most heavily taxed within Europe (Parker 

1979, p. 188) and taxes levied within Castile comprised perhaps 70 percent of total crown 

Flynn and Girâldez (1996a), "China and the Spanish Empire," Revista de Historia Economica. 

XIV, n.2, pp.309-338. 
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revenues. (Elliott 1961) The implication seems to be that since more than two-thirds of 

Crown taxes were collected within Castile, then domestic resources must have supplied 

most of the support for Spain's imperial ambitions. 

By adopting a global perspective, our article sides with the external-causation 

camp while claiming that events unfolding within Ming China ultimately determined the 

financial basis of the Spanish Empire. The key again is to view the silver market as a 

global phenomenon that must be analyzed independently from the markets of other 

monetary items; this implies application of reasoning based upon the Doherty-Flynn 

model. The world over, silver was produced for a profit much like any other commodity. 

Per-unit profit is defined as price minus average cost; total profit is per-unit profit times 

quantity produced. It is profit yields which mattered in the world silver industry, not the 

quantity imported per se. 

Scholarship has concentrated excessively on the quantity of silver arrivals to the 

Iberian Peninsula. But the quantity of silver arriving at a particular location is less 

important than the purchasing power of each unit of the silver. And it is clear that the 

purchasing power of silver declined throughout the period we call the Silver Century, the 

1540s through 1640. We do not claim to be first in emphasizing the decline of silver's 

purchasing power; scholars such as Antonio Dominguez Ortiz (1960, p.284) and Mark 

Steele (1986) have properly emphasized the importance of decline in silver's purchasing 

power. 

The other important aspect to silver's profitability in conjunction with the white 

metal's purchasing power - was silver's cost of production. Spain's New World mines 

are generally regarded to have been among the richest silver mines in world history; 

richness in this context means that silver's cost of production was extraordinarily low. 

Thus, it was the relatively high market value of silver, relative to silver's low cost of 

production, which yielded enormous profits for key participants in the global silver 

industry. Since the Spanish Crown was successful in capturing the lion's share of the 

profits coming from New World mines, it became the most powerful and feared military 

force in Europe, despite anemic economic development domestically. 

The story of low mining costs in Spanish America is well known, with the 

spectacular case of Potosi in Upper Peru no doubt the best-known and most dramatic 
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example. Not only were the mines of Potosi naturally rich in silver, but a series of cost-

reducing technological innovations most famous of which was the mercury amalgam 

mining process periodically reduced production costs dramatically. Cost-reducing 

technological innovations were crucial in offsetting at least for a time the steady upward 

march of production costs due to exhaustion of silver deposits. As miners were forced to 

dig deeper and deeper, production costs naturally rose. Not only were easily reached 

deposits depleted, but also deeper mines implied problems with transportation, flooding, 

availability of air, and various other difficulties. Thus, cost-reducing innovations 

constantly battled cost-enhancing tendencies attributable to the inevitable exhaustion of 

mineral deposits in known mines. As long as the purchasing power of silver exceeded the 

cost of producing silver in New World mines, profitability was assured for the Spanish 

Crown and key commercial agents participating in the industry. 

But why did not the international market value of silver decline more rapidly 

toward production costs, as rapidly as seems to be normal in other markets? In other 

words, why did the Spanish Crown enjoy extraordinary silver profits for an entire 

century, rather than perhaps for a decade or two? Our answer rests with developments on 

the other side of the world: The previously discussed silverization of China was the key. 

Representing one-quarter of the world's population, and having gradually converted both 

its monetary and fiscal systems to a silver basis by thel570s, the market value of silver 

within China rose to double its value in the rest of the world. As mentioned previously, 

the resulting arbitrage profits are what motivated merchants from throughout the world to 

ship silver toward the Chinese marketplace. Silver profits motivated the birth of global 

trade. The point to emphasize here is the following: In the absence of the immense 

demand for silver emanating from the Chinese marketplace, the international purchasing 

power of silver would certainly have fallen to production costs much more quickly than 

occurred in reality. But had silver's market value fallen more quickly toward silver mine 

production costs, then per unit profits would have shrunk more quickly in the silver 

industry. Shrinking silver profits would have had devastating financial consequences for 

the Spanish Crown. It seems certain that the Spanish Empire could not have become a 

global political power in the absence of silver profits. Silver profits depended upon a high 

market value for silver, and silver's high value depended in turn upon demand emanating 
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from within China. Thus, Chinese demand for silver played a key role in financing the 

Spanish Empire. 

Even the immense demand for silver in the Chinese marketplace could not 

maintain silver's purchasing power indefinitely. A significant proportion of the tens of 

thousands of tons of silver produced in Spanish American and Japanese mines made its 

way into China and the global economy. This production was sufficient to eventually 

depress silver's market value even down to the cost of producing it in New World mines. 

World bimetallic ratios offer a perhaps the clearest indicator of this process: By 

approximately 1640 bimetallic ratios around the world had equalized (Atwell 1982, p.82; 

Kobata 1965, pp.254-255; Yamamura and Kamiki 1983, p.352). The market value of 

silver had finally fallen to its cost of production. Even in cases where silver production 

figures looked impressive by historical standards, high quantity numbers belie financial 

difficulties in the industry. For it is not the quantity of a product produced per se which 

matters, but the profit associated with the quantity. 

Final collapse of the Spanish Empire occurred under Philip IV (1621-1665) in the 

context of the Thirty Years War (1618-1648) and the end of the Twelve Years truce with 

the Dutch. Spain's war with the Dutch was global, involving the Low Countries, the 

Americas, the Philippines and the Moluccas. Empire bankruptcy could no longer be 

bailed out by profits from American mines. Spain quickly descended to the level of a 

third rate power. It is not coincidental that war with France and attacks by the Dutch 

prompted both the Catalan revolt and Portuguese independence in 1640 (the year by 

which bimetallic ratios had equalized around the world). Evaporation of silver profits by 

this time precluded further defense of Spain's extensive global empire. Nonetheless, the 

rise and fall of the Spanish Empire is one of the most important and interesting 

developments in early-modern European and world history. The key role played by China 

in enabling the rise and gradual decline of the Spanish Empire helps us to more 

accurately locate the role of Imperial Spain in the context of an emerging global, rather 

than mere European, political and economic marketplace. 
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G. The Philippines as Imperial Profit Center in the 16th and 17th Centuries" 

As has been pointed out previously, the Philippines offered Spain direct access to 

the lucrative Chinese marketplace. The Spanish Crown needed a gateway to China 

because the Dutch and Portuguese had already gained control of the other European 

access routes to and within maritime Asia. While Spain had managed to largely control 

the Atlantic leg of American silver's ultimate journey to China, in other words, control of 

the subsequent Europe-to-Asia legs of New World silver's global voyage was in the 

hands of non-Spaniards. Thus, non-Spaniards garnered a substantial share of profits from 

the global silver trade. But how could Spain circumvent other European middlemen? 

Situated on one of the finest natural harbors in the world, Spain founded the city 

of Manila in 1571, an entrepot which came to serve as an ideal link for the exchange of 

American silver for Chinese silk. The Philippines facilitated the westward transshipment 

of more than fifty tons of Spanish-American silver annually throughout the seventeenth 

century; and two million pesos in Chinese silks simultaneously traveled eastward to the 

Americas via Manila. Because this direct Pacific route to China allowed Spain to 

circumvent Dutch and other European middlemen profiteers, Spanish commercial profits 

were attractive, ranging from 100% to 300% according to Legarda (1955, p.362). It was 

control of the Philippines that transformed Spain into a truly global geopolitical force. At 

least, this is the conclusion that follows when the Philippine Islands are viewed from a 

global perspective 

The general historical consensus is that the Philippines were a massive financial 

drain for Imperial Spain during the 16th and 17th centuries, a view which obviously 

directly contradicts the conclusions outlined above. Instead, Spain's motivation for 

maintaining control of the Philippine Islands is almost universally claimed to have been 

based upon religious considerations: 

Flynn and Giräldez (1999), "Spanish Profitablity in the Pacific: the Philippines in the Sixteenth 

and Seventeenth Centuries" in Dennis O. Flynn, Lionel Frost and A.J.H. Latham, Pacific 

Centuries, Pacific and Pacific Rim History since the Sixteenth Centuries, London, Routledge, 

pp.23-37. 
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It was perhaps because Philip II of Spain was able to rely on a steady source of 

revenue from the Americas that he was willing to tolerate the losses sustained in the 

Philippines and magnanimously offer to make it the arsenal and warehouse of the faith. 

(Andayal992,v.l,p.357) 

Similar opinions are expressed by historians of the Philippines such as Zaide 

(1979, p.324), Phelan (1959, pp.93-94), Legarda (1955, p.371), and Bauzon (1970, p. 172) 

who depicts the Philippines as a profitless archipelago. These views are considered 

bolstered by the fact that it was necessary to send some 250,000 pesos annually from 

Mexico to the Philippines in the form of the situado, a payment often treated as a painful 

but required subsidy needed to maintain the Philippines. 

Flynn and I argue against the conventional view that the Philippines represented a 

financial drain for the Spanish Empire. We roughly calculate net profits for the Crown at 

218,000 pesos per year during the seventeenth century. Again, our calculations are based 

upon a global perspective on the silver trade. 

One aspect of our argument is that 50% of the situado cannot be considered a 

subsidy at all because, as Bauzon (1970, p.290) has pointed out, the situado simply meant 

the income derived from the trading system It was distinctly and unmistakably not 

intended to be a subsidy, as the word situado came to mean in later years.the situado as 

income from the galleon trade [later] became half-subsidy and half-commercial income, 

with the Mexican treasury making up from its own financial resources what the galleon 

trade could not adequately produce. Thus, only 125,000 pesos of the 250,000 pesos 

annual situado are candidates for the label subsidy ; the remaining 125,000 pesos/year 

sent from Mexico to Manila were generated by the Acapulco-Manila trade itself. 

But the Philippines islands were not subsidized at all via the Philippines situado. 

This situado did, however, finance Spain's battles with the Dutch over hegemony in 

Asian waters: Indeed, Dutch-Spanish friction in the Moluccas continued longer than in 

any other region of the world. (Israel 1982, p.336) We estimate that only 12.35% of the 

situado sent to the Philippines was actually used to cover expenses within the Philippines; 

the remaining 87.65% of the situado financed wars against the Dutch over the Moluccas. 

In other words, almost ninety percent of situado remittances merely passed through the 

Philippines. So, thus far we calculate that the Spanish Crown received 125,000 pesos in 
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annual taxes from the galleon trade itself (almojarifazgo taxes), but spent only 31,585 

pesos per year in the Philippines. Without considering other factors, the Philippines 

already seem to have generated over 90,000 pesos in net annual revenues for the Crown. 

But there are other factors.. 

Even during years of crisis, Lynch (1969, pp.164-65) and Hamilton (1934, p.34) 

have estimated the surplus generated for the Spanish Crown by America under Philip III 

and Philip IV remaining Crown revenue, after subtracting American administration and 

defense costs at roughly 1.15 million pesos per year. Since approximately 14.8 percent of 

American silver production was shipped to China via the Manila galleons, it is sensible to 

attribute 14.8% of this 1.15 million pesos per year surplus to the Manila galleon share of 

the surplus. This means that the Manila leg of the global silver industry generated about 

170,000 pesos per year in indirect profits for the Crown; since smuggling may have been 

more pervasive in the Pacific than elsewhere, indirect profits have been arbitrarily 

reduced to 125,000 pesos per year. 

In sum, the Philippines generated annual direct benefits of 125,000 pesos 

generated by almojarifazgo taxes on the direct trade itself, plus another 125,000 pesos in 

indirect benefits to the Crown. Subtracting out the 31,585 pesos that actually supported 

the Philippines, leaves a net profit of approximately 218,415 pesos annually for the 

Crown. The Philippines were a major profit center for the Spanish Crown, which explains 

why Spain continued to fight against the Dutch in Asian waters long after these 

antagonists had settled differences elsewhere in the world. Spaniards and the Dutch both 

recognized that a combination of the Spice Islands and Manila Bay would create an 

economic and political powerhouse. And each successfully denied such a combination to 

the other: Even during the truce, the cost of the [Dutch East India] Company's forts, 

garrisons, and battle fleet consumed most of the remittances sent from Holland as well as 

most of the profits of the Dutch inter Asian trade. (Israel, 1982, p. 119) This costly 

stalemate notwithstanding, the Philippines comprised a tremendous profit center for the 

Spanish Crown. Economic profit not altruistic religious sentiment was the primary 

motivation driving Spaniards in the Philippines, just as economic considerations were 

Spain's prime focus in Mexico and Peru, the production sources of most of the silver that 

traversed the globe toward China. 
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H. Monetary Substances in Global Perspective10 

This particular essay introduces a volume entitled Metals and Monies in an 

Emerging Global Economy (1997), which reprints sixteen articles on the world's four 

main monetary substances of the sixteenth through the eighteenth centuries: gold, silver, 

copper, and cowry shells. In order to encourage global thinking about monetary 

substances, each article was chosen on the basis of how its subject matter fits into one of 

the following three categories: (I.) Source areas, (II.) End Markets, or (III.) Intermediary 

Trade Routes. Once again, proper understanding of these monetary substances requires 

that each be viewed globally, and with analysis focused on the peculiar demand and 

supply determinants of individual substances. 

Although Kobata (1965, p.248) admits that calculation of actual quantities of gold 

and silver production in Japan is impossible, he estimates Japanese silver exports at the 

beginning of the seventeenth century at the equivalent of about 8 million pesos per year. 

The composition of the Sino-Japanese and the Sino-Mexican trades was similar. Kobata 

reports that in the 1580s Chinese silk and silk textiles were Japan's most important 

imports via Macao, followed by gold. During the second half of the seventeenth century 

copper replaced silver as Japan's preeminent export, and again the most important market 

for Japanese copper was China. 

The history of silver has been thoroughly discussed already, but many subtleties 

remain unexplored. It has been mentioned above that while silk was China's main export, 

China also exported substantial quantities of gold to Japan, to Mexico, and to Europe. 

Indeed, Supple (1964, pp.163-194) and Chaudhuri (1965, p.132) state that England 

probably imported as much gold between 1640 and 1642 as it exported silver. Still, 

Africa and America were the sources of most of Europe's gold imports, not Asia. African 

gold exports to Europe have been estimated at 200,000 pounds sterling annually over the 

interval 1500 to 1700. How did African gold tie in at the global level? It too was 

10 Flynn and Girâldez (1997) "Monetary Substances in Global Perspective: An Introductory Essay", 

in D.O.Flynn and A. Girâldez (eds.), Metals and Monies in an Emerging Global Economy. 

Aldershot: Variorum, pp.i-xl. 
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exchanged for American silver, in a manner suggested in a passage from Braudel (1972, 

vol.1, p.499): 

So Italy stood at the crossroads where the south-north axis maintained by 
Spanish policy and the Genoese asientos met the east-west axis running to 
the Levant and the Far East, where the golden road from Genoa to 
Antwerp met the silver road to the east. 

The Spanish Crown needed European financiers to transfer gold to soldiers in 

Flanders, who always demanded at least part of their pay in gold. American silver was 

therefore exchanged for African gold in Italy, whereupon American silver headed off to 

China and African gold was forwarded to the Low Countries. African gold was 

exchanged for American silver. Silver was a crucial commodity connecting various trades 

because of powerful market forces emanating out of China. 

While Africa is often mentioned as a major source of gold flowing northward to 

Europe, Africans were far more deeply involved in the matrix of global trade than is 

normally supposed. It is common knowledge that millions of African slaves were shipped 

across the Atlantic, for example, but few scholars have considered the global backdrop 

behind the exchange of African slaves for Peruvian silver along South America's Atlantic 

coast. Without the export of American silver, there would have been no commercial item 

with which to purchase the slaves. And without considering silver's demand side in 

China, one cannot make sense out of the massive exports of American silver. Thus, one 

cannot place the trans-Atlantic slave trade within a global network of trade without 

recognizing that the silverization of China was a powerful indirect stimulus to the trans-

Atlantic slave trade. 

Africa was also a huge importer of cowry monies from their primary source area, 

the Maldivian Islands, which also supplied cowries widely throughout Asia and the 

Middle East. Cowries were ultimately exchanged for African gold and slaves, but the 

silver trade played a key role and Europeans were middlemen once again. The Portuguese 

first brought cowries to Europe as ballast in 1515, whereupon the cowries were re

exported to West Africa. Profits were so great that the Dutch, English, French, and 

Germans subsequently entered the cowry trade. By 1720, Europeans were importing and 

re-exporting around a million pounds weight in cowries per year, equal to approximately 

one-third of the value of the 20,000 African slaves exported annually at that time. 
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Although the Maldives own cowry currency served as their sole money before 

and during the fourteenth century, in subsequent centuries cowries came to be 

supplemented, then supplanted in the domestic economy of the Maldives by the silver 

larin. One prominent Asian product, cowries, provides a partial answer to the puzzle of 

exactly what products were exchanged both directly and indirectly for the vast quantity of 

American silver flowing to China. It is doubtful that domestic Maldivian demand for 

silver could have matched her immense exports of cowry shells, so evidently the 

Maldives were caught up in a complex and convoluted trade matrix like in many other 

parts of the trading world. 

So, hundreds of tons of silver flowed annually to the Far East including to the 

Maldive Islands themselves while hundreds of tons of cowries simultaneously flowed 

from South Asia. Africa's exports of slaves and gold were connected with imports of 

cowries and copper. The tie between Africa's slave trade and smuggled silver via the Rio 

de la Plata is easy to see on the American side; more difficult to detect are the gold-

cowry-slave triangular trade connections with silver as the white metal passed through 

Europe on its voyage to China. 

Japan's role as a globally significant silver source through two-thirds of the 

seventeenth century has already been noted. Japanese copper subsequently became 

increasingly prominent in intercontinental trade during the early modern period. Sweden 

was Europe's most important source of copper, but Japanese output was twice as large. 

(Glamann 1981, p. 174) Although most of the Japanese copper remained in Asia, in 1658 

some 500 tons of Japanese copper was exported to Holland. Since the seventeenth 

century is sometimes referred to as Europe's copper century in terms of monetary history, 

it is perhaps understandable that copper flowed to Europe from Asia. Since copper 

substituted for silver (e.g. in Europe) while silver was substituting for paper money (e.g. 

in China), it is not surprising that merchants reacted by shipping both silver to Chinese 

customers and copper to European buyers. These areas simply furnished the most 

profitable markets for particular products during specific time intervals. 

Considering the prominent role of the Ottoman Empire in transshipping silver to 

Asia, surprisingly little scholarly attention has been devoted to study of Middle Eastern 
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trade linkages. It was mainly American silver which was re-exported through the Middle 

East, of course, as is made clear in this passage from Pamuk (1993, p.73): 

The Middle East, however, was often a transit zone for these intercontinental 

flows. While the Ottoman government welcomed the arrival of large amounts of silver 

and silver coinage from the West, it could not prevent their outflow towards Iran and 

India, as the Empire continued to run deficits towards the East. 

East of the Ottoman Empire, from Yemen and Persia to the Indonesian 

archipelago, coinage and media of exchange were silver-based: From the Red Sea to the 

Pacific whenever the [East India] Company's servants went (with the exception of 

southern India of course) they met with coins and moneys of account whose value was 

fixed in silver. (Chaudhuri 1975, p.347) 

Some scholars claim that we have over-emphasized China as an end-market for 

silver, while ignoring the importance of India as a silver sink. And there can be no doubt 

that conversion of the tax system in the Mughal empire to silver, which spread southward 

through the seventeenth century, indicates widespread silverization in the Indian 

economy. Yet there is compelling indirect evidence that a substantial fraction of Indian 

silver must have continued on to China. During the late sixteenth century, for example, 

the gold/silver ratio ranged from 1:5.5 to 1:7.5 in Canton while simultaneously standing 

at 1:9 in India. (Habib 1982, p.367; Von Glahn 1996, pp. 127-28) The high value of silver 

in China relative to India, buttressed by decades of archival research, has led Chaudhuri 

(1986, p.324) to conclude that: India was the penultimate destination of the American 

silver. For beyond South Asia there were still vast areas of Imperial China. 

I. Future Research Projects 

I am currently under contract to co-edit (with Dennis O. Flynn and James 

Sobredo) a volume tentatively titled European Entry into the Pacific: Spain and the 

Manila Galleons (Aldershot: Variorum, 2000). This volume will gather previously-

published essays on the role played by the Manila galleons as linchpin for trans-Pacific 

trade from 1571 until 1815. Up to now, the collection of articles by Schurz (1959 p.193) 

is the only monograph dedicated to this subject. There are numerous studies on the role of 

Viceregal Mexico and Peru, as well as the economic histories of China, Japan, the 
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Philippines and Southeast Asia. Yet each tends to study its respective area as a coherent 

unit of analysis, rather than as parts of a larger trans-Pacific whole. Our goal is to provide 

a framework that will allow scholars to place their specific contributions within broad 

global and pan-Pacific perspectives, so as to both help integrate the work of existing 

scholarship as well as to suggest research questions which might otherwise be 

overlooked. Dennis O. Flynn and I are currently working on another book manuscript 

entitled The Silver Century, 1540s to 1640s, the purpose of which is to summarize our 

work on silver and the birth of global trade. 

I am also working independently on a book manuscript titled "The Trade of the 

Philippines in the Seventeenth Century". The scholar working in this area has the 

advantage of a rich secondary literature on Philippine history. I will attempt to provide 

perspective for this literature by placing it within the context of exciting new scholarship 

emerging on the history of China, Japan, and Spanish America. Primary sources on the 

Philippines are also abundant and easily accessible. Catalogs and collections of 

documents related to the Americas and the Philippines published since the nineteenth 

century are available in specialized libraries. The Archivo de Indias in Seville remains the 

world's most important repository of documents relating to the history of the Philippines. 

It is already clear from my research at the Archivo de Indias that many sources relevant 

to my interests have not been studied in detail. In this regard, I will continue to study 

Hacienda documents, which allow the historian to trace the ups and downs of the legal 

trade of the Philippines; these documents formed the basis of the research of Pierre 

Chaunu, but I believe that a closer look will prove instructive. 

Located also at the same archive, the juicios de residencia of the governors of the 

Islands are also a rich source of information about the economic history of the 

Philippines, one which has not been carefully studied despite containing useful 

information on a wide range of matters pertinent to my interest in Philippine trade. 

Contrary to popular and scholarly misconceptions that tend to minimize the role 

of the Philippine Islands, in point of fact, the Philippines formed a crucial linkage in the 

birth of a global economy in the late sixteenth century. Globalization is distinctively not a 

twentieth-century phenomenon. I hope that my future research will elucidate a small, but 
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important segment of the world's five-century evolution toward the complex web of 

global connections within which we all live today. 

A dissertation in History is always the result of a long process of learning. In my 

personal case the process has taken detours and routes somewhat unusual. I would like to 

remember the people that along the way have help and encouraged me. Among my 

professors I would like to thank Prof. Felipe Arias and Prof. Dr. Hermelindo Portela from 

"Universidad de Santiago de Compostela". In their classes I began to learn what the 

historian's craft is. At the "Universidad Complutense de Madrid" Prof. Dr. Jose Cepeda 

Adan, and Prof. Dr. Jose Alcala-Zamora y Queipo de Llano taught me Modern History of 

Spain and Europe, Dr. J. Urbano Martinez Carreras was the supportive director of my 

thesis of "Licenciatura" and Prof. Dr. Juan Perez de Tudela taught me Methodology of 

History and always encouraged my intellectual development with patience and 

generosity. Professor Dr. Jacobo Munoz in the Philosophy Department shared with me in 

his classes and conversation his great knowledge of history of philosophy of 

contemporary Europe. At the University of California at Santa Barbara my doctoral 

dissertation in Hispanic Languages and Literatures was directed by Professor Dr. Juan 

Bautista de Avalle Arce. I learned a great deal of literature and cultural history in his 

seminars and conversations as Dr. Jorge Checa's seminars gave me a deep understanding 

about the cultural life of the seventeenth century. In more recent times Prof. Dr. Andre 

Gunder Frank , Prof. Dr. Anton Block and Dr. Fred Spier at the University of Amsterdam 

have been very encouraging throughout the process of presenting my dissertation t at 

their University. They are models of intellectual generosity and kindness. Special 

mention is deserved by Prof. Dr. Leo Noordegraaf, from the beginning he has been the 

best "promoter:" any doctoral candidate could expect. His suggestions have been always 

opportune and intelligent. Without him this undertaking would have been impossible. At 

the University of the Pacific in California the collaboration with my colleague Prof. Dr. 

Dennis O.Flynn has been a n inspiration and a great support in difficult moments and he 

has encouraged me to pursue my doctoral studies in history. I owe him a great debt of 

learning and friendship. This dissertation is a way to say to all of this persons thank you 

very much for your teaching, support and friendship. Mr. Robert Heggen never taught me 

29 



history, however, without his skills with computers and word processing this dissertation 

was at risk of disappearing in a cybernetic chaos. I am immensely thankful to him. 

My wife Susan Giraldez has always given me support and encouragement in my 

scholarly pursuits. She was very convincing when I was pondering the idea of working 

in my second doctorate. My wife and my daughters Elvira and Rachel always have great 

patience with the time that my research requires, without them I doubt very much that I 

would be at this point in my intellectual life. My mother Manuela Rivero Prieto and my 

father Arturo Giraldez Alverez gave me the most generous support in my studies since I 

was a child . To the memory of my father and to my mother, my wife and daughters, 

Elvira Giraldez and Rachel this dissertation is dedicated. 

30 


