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Abstract 
Pepper was a key commodity in the early modern economic integration of Asia and Europe.  

The sea route from Europe to Asia, pioneered by the Carreira da Índia, played a major role in 

that integration. 

 

The quantity of pepper traded in Europe varied dramatically from year to year but over the 

two hundred and fifty years from 1450 to 1700 the quantity of Asian pepper sold in Europe 

more than tripled.  Real pepper prices in Europe fell substantially. Historical developments in 

the global pepper market are used to investigate the economic integration of Asia and Europe. 

 

In the 1500s, Portugal was central to the economic integration of Asia and Europe. The 

Portuguese Crown intervened in the pepper market by providing shipping (Carreira da Índia), 

by purchasing pepper (Estado da Índia) and by selling pepper (Casa da Índia). The 

Portuguese used state ownership of shipping, a crown monopoly over pepper imports and 

regulated pepper prices to attempt to control the European pepper market but their monopoly 

power was limited by the survival of Venetian imports.  

 

The Carreira da Índia‟s shipping role made a significant contribution to transfers of 

population, products and practises between Asia and Europe. The Casa da Índia purchased 

European resources for transfer to Asia and distributed Asian products and knowledge in 

Europe. The Estado da Índia was the first European state in Asia since Alexander the Great. 

 

The paper provides an assessment of Portugal‟s role in the economic integration of Asia and 

Europe in the 1500s  

 

Introduction 

 

“The Portuguese altered how the peoples of the world saw themselves in the fifteenth, 

sixteenth, and seventeenth centuries and, by so doing, they contributed decisively to the 

formation of the modern world” (Russell-Wood 1998:200). 

 

Economic integration of Asia and Europe extends into prehistory.  The extent of integration 

depended critically on the ease of communication through Central Asia and the Middle East.  

In periods of peace with supportive political powers such as after Alexander‟s conquests, 

during the Roman Empire and the Pax Mongolia, integration intensified.  For example each 

year in July, over a hundred ships left Roman Egypt for the Indus delta and Malabar, 

returning to Egypt in November (Prasad 1977:65).  War and fragmented polities reduced 

integration.  The Portuguese development of the cape route (Rota do Cabo) changed this 
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fundamentally by avoiding the land based states which could hugely disrupt economic 

integration between Asia and Europe. 

 

The cape route was a revolution but a revolution that took centuries to have revolutionary 

consequences (Curtin 1984:136).  The cape route allowed integration under greater European 

control and allowed the Portuguese to more directly use European resources to intervene in 

Asia, but it was probably not significantly cheaper than the overland route.   

 

Direct European intervention in Asia was now possible but depended on weakness of the 

dominant Asian land empires.  The Chinese 1430s withdrawal from the Indian Ocean and 

Ottoman Mamluk conflicts in the early 1500s eased Portuguese acquisition of crucial land 

bases: Goa 1510, Melaka 1511, Ormuz 1515, Bassein 1534, Diu 1535.  But from 1537 the 

opposition of Ottomans, Gujarat, Calicut and Aceh halted or slowed the Portuguese 

expansion.  After the 1565 Vijayanagar Kingdom defeat at Talikota made southern India 

unstable (Subrahmanyam 2002:145), Portugal was able to set up fortified factories in Kanara 

ports (Onor, Mangalore & Barcelor) over the period 1568-69. 

 

Portugal was able to dramatically expand the scope for European intervention in Asia but in 

the 1500s this only resulted in significant economic integration where Asian land based 

empires were weak.  It was European demand for pepper which was the principle driver of 

this economic integration. 

 

Four aspects of economic integration are examined here. 

1) Defining economic integration 

2) The process of economic integration.  

3) Measuring   

4) Impact of integration.  

 

Defining economic integration 

 

Globalisation can be considered to be a high degree of economic integration and in the 1500s 

there probably was insufficient economic integration to justify the use of the term 

globalisation. The controversy about when globalisation began (O'Rourke & Williamson 

2002a and 2002b) is principally a controversy about definitions.  If you define globalisation 

broadly enough it began in prehistory.  If like O'Rourke and Williamson you define 

globalisation as the equalisation of prices across nations then no doubt their date of 1820 is 

more accurate but even in 1820 not entirely achieved.   

 

O'Rourke and Williamson claim that in the 1500s the Portuguese did not achieve economic 

integration between Asia and Europe (which they term globalisation) because prices in Asia 

and Europe did not converge.  They point to unchanged transaction costs, including transport 

and monopoly rents as the cause of this lack of convergence.  This is part of the story and that 

economic integration was more intense in the 1800s than the 1500s but Portugal's 

development of the Cape Route to India was part of a long process of globalisation.  

O'Rourke and Williamson set up a straw man of a "big bang" in 1492 and 1498, which are 

dismissed as "stumbling on America" and "snatching monopoly rents" in Asia.  Historically 

the interesting question is not what is the birth date of globalisation but what is the process 

that led to globalisation. Portugal‟s pepper imports are an important part of that process. 
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The price convergence analysis of O'Rourke and Williamson is a significant contribution to 

the understanding of economic integration but the world historians disparaged by O'Rourke 

and Williamson have made significant contributions to that understanding.  By focusing too 

much on price convergence, researchers risk simplifying economic integration to a single 

dimension.  It is theoretically feasible for economic integration to be proceeding even during 

price divergence.  The gap in prices is less relevant to integration than the degree of 

correlation which measures the influence the price in one region has on the other.  This is a 

more sophisticated measure of economic integration. 

 

This conference uses the concept of economic integration which allows a nuanced approach 

of degrees of economic integration.  Pepper consumption in Asia and Europe are substitutes.  

In the 1500s, the pepper merchants in the Malabar hills had to decide whether to transport 

pepper west downstream to the Portuguese Estado da Índia or east across the Ghats to the 

Coromandel coast. Supply in one market is influenced by the pepper price in the other 

market.  This is economic integration.  The degree of integration may be high or low but it is 

integration. 

 

Economic integration should be measured by the degree of influence of one economy on 

another.  Is an economy influenced by another? For example faster economic growth in one 

country results in faster economic growth in another country, the second country is 

economically integrated with the first.  

 

But this does not mean the first country is necessarily economically integrated with the 

second.  This one way integration is typical of economies of widely different size.  In the 

1500s, Portugal‟s population was around 1% of the Indian or Chinese populations and it is 

unlikely that Portuguese demand could significantly influence demand or supply in Asia.  For 

Europe as a whole the populations are much closer and because Portugal was operating as an 

importer for all Europe it may have had a much bigger impact (see table).  

 

Population, millions 

 Portugal Europe India China 

1500 1.2 85 95 103 

1600 1.3 107 145 160 
Note: Europe includes Russia. 

Source: Malanima 2009:9, Pedreira 1998:106, Broadberry & Gupta 2010. 

 

Around 1500, India's economic output was around 40% larger than all of Western Europe and 

100 times larger than the economic output of Portugal.  By 1600, the gap with Western 

Europe was only around 10% but the gap with Portugal was still huge (Maddison 2007:379).  

This discrepancy in size makes it unlikely that the Indian economy was closely integrated 

with Portugal, even after the first hundred years of direct economic interaction.  But it was 

much easier for Portugal to become more economically integrated with India. Economic 

integration is likely to have a larger impact on Portugal than India. 

 

GDP, $US billion, 1990 purchasing power parity dollars 

 Portugal W. Europe India China 

1500 0.6 44 61 62 

1600 0.8 66 74 96 
Source: Maddison 2007:379, Landers 2003:25. 
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Economic integration may be higher in some sectors than others.  For example traded and 

non-traded goods. For Asian goods which were not produced in Europe, such as pepper, there 

was a high degree of economic integration. 

 

The process of economic integration  

 

The Portuguese Estado da India was the first European territorial possession in India since 

Alexander the Great conquered north-west India in 326 BC. The Portuguese navy sought 

control of the Asian seas and supported a maritime form of crown capitalism which used the 

Estado da Índia to establish an Asian commercial network of trading posts (feitorias), 

fortified strongholds (fortalezas) and a few urban settlements (cidades).  These land based 

institutions gathered pepper and other products which were transported to Portugal in a 

convoy of ships (carreira da Índia) and sold to wholesalers by the Casa da Índia officials in 

Lisbon and Antwerp (Villiers 1986). 

 

Structure of the pepper market from Asia to Europe 

Pepper growers 

Western Ghats, India 

 

Pepper middlemen 

West coast of India 

 

Crown factor (Estado da Índia) 

 

Carreira da Índia 

Lisbon-India-Lisbon 

 

Casa da Índia (India House), Lisbon  

Armazén da Índia (India Dockyard), Lisbon 

 

Antwerp feitoria 

 

European wholesale merchants 

 

European retail merchants 

 

European consumers 

 

The role of the feitor as the crown commercial agent became a central institution of the 

Portuguese trading empire in Asia.  The first Asian feitora was established in Calicut, the 

main Indian pepper port, in 1500, but the feitor and most of his staff were killed.  In 1502, a 

feitora was established in Cochin and this became the main Indian pepper port for the 

Portuguese.  In 1504 the Portuguese pepper trade between India and Europe was made a 

crown monopoly. All the Indian feitorias were supervised by the vedor geral da fazenda 

(chief crown fiscal officer) (Diffie and Winius 1977:315).  At the end of their four year term 

the feitors were expected to submit their accounts to the provedor of the Casa da India.  
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In Asia, the Estado da Índia (State of India) encompased all the Portuguese territorial 

possessions in Asia.  It was established in 1505 and operated a crown commercial monopoly 

run by a crown bureaucracy and defended by a paid professional army and navy (Newitt 

2005:70).  It gathered revenues from its ports and fortresses in the form of customs, trading 

licences, convoy voyages, local monopolies (eg opium, indigo & palm-wine), tolls and land 

rents and from tribute extracted from local rulers.  The Estados‟ factors, treasurers, customs 

agents, and other clerks who gathered these revenues were required to keep a register of their 

receipts and expenditures (merchandise, cash and bills of exchange) and to account for 

activities at the end of their appointment  (Pedreira 2007:75).  

 

Paying the professional bureaucrats, soldiers and sailors, constructing forts, repairing and 

provisioning ships and purchasing pepper and other trade goods was beyond the resources 

provided to the Estado da Índia from Portugal.  In its first years, the Estado used its naval 

power to obtain plunder and tribute.  This provided a valuable supplement to the Portuguese 

resources and the piracy limited the flow of pepper through the traditional overland middle-

eastern route and Venice was temporarily removed as a competitor in the European pepper 

market.  But this proved unsustainable as local merchants learnt to avoid the Portuguese 

ships. The Estado da Índia began issuing cartaz (licenses) as part of its strategy to tax local 

shipping. 

 

The Estado da Índia required every Asian trading vessel to purchase a cartaz (pass) at a 

fortaleza (fortress) or feitoria (fortified trade post) and pay dues there on their cargos.  The 

cartaz system directed shipping to Portuguese ports for taxation and defended the fixed 

purchase prices for crown monopoly goods.  The cartaz specified the size of the ship, listed 

the crew and captain, described the cargo and the destination port. Goods such as spices and 

pepper, iron, copper and naval stores and transporting Turks and other Muslims were 

prohibited.  Ships without a cartaz or breaking these rules were confiscated and the crew 

could be killed or enslaved to the galleys (Villiers 1986:42).  

 

By the 1550s, the Estado da Índia revenue was supplemented by selling cargo space on 

Estado ships which annually sailed routes in Asia and by organising cafilas (convoys of 

Asian ships) (Newitt 2005:131).  The Estado da India now had around fifty fortresses 

protecting trading factories and towns.  Some of the towns were self-governing with Senado 

da Câmara (town councils) (Newitt 2005:136). 

 

The Casa da Índia, (House of India) was a Portuguese crown administration that managed 

Portugal‟s non-European trade.  The Casa da Índia was established and governed by a 1509 

crown regimento (regulation) of Manuel I which prescribed special rules, duties and hours for 

each of its staff (Lach 1965:120). The director (factor) was responsible to the superintendents 

(vendors) of the crown fazendas (property).  He needed their permission to obtain the carreira 

da Índia merchandise and supplies.  This often caused significant delays.  Trade was subject 

to binding instructions (regimentos) and price lists (taixas) focusing on inventory and 

employee control rather than profits.  Employees were not trusted and initiative was 

discouraged.  The director advised on market conditions and on where to directly exercise 

crown ownership and where to lease out crown rights over places and commodities.  The 

amount to direct crown participation in trade was unusual compared with crown practice 

elsewhere in Europe (Elbl 2007:101-114).   

 

The Casa da Índia was an integral part of the Portuguese crown fiscal structure.  For example 

its revenues were partly pledged to the payment of crown debts (padrões de juro or tenças).  
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Financial management was difficult as official budgets did not use Arabic numerals until the 

end of the 1500s nor double entry bookkeeping until the middle of the 1700s (Pedreira 

2007:79). Financing the ships, artillery, and trade goods (copper, lead, silver, etc) for at least 

eighteen months was often beyond the capacity of the Portuguese crown.  External financing 

came from the market in form of loans and sale of contracts to operate part of the crown 

trade. 

 

The Casa da Índia was responsible for all goods exported to and from Asia.  It normally 

exercised a crown monopoly on the trade in pepper, cloves, and cinnamon, organising their 

sale on the crown‟s account.  It was in charge of storing merchandise, valuing and sale of 

return cargoes, and collecting duty on imported goods (30 percent), supplying and paying for 

the India fleet (carreira da Índia), recruiting crews, keeping a register of all those who went to 

the East, financing the business and arranging shipping schedules (Newitt 2005:69). The Casa 

da Índia was divided into mesas (boards) to handle the spice trade, finances, ship scheduling 

and maintenance, training of seamen, documentation and correspondence, and legal and 

juridical matters. 

 

The carreira da Índia was the fleet of Portuguese ships organised by the Casa da Índia to 

transport the personel, supplies and trade goods to India and back.  The carreira left Lisbon in 

March each year and returned sixteen to eighteen months later. Many crew and passengers 

died on the journey from starvation and scurvy. The returning ships were in Asia for around 

three months leaving in December or sometimes in January.  In Cochin, the pepper was 

loaded into small lidded holds built over wooden platforms above the ballast in the returning 

ships lower decks (Castro 2005:56).  

 

Economic integration can be measured in several ways 

 

Amount of trade  

Portuguese trade linked markets from Poland (Danzig) to Japan (Nagasaki) and occasionally 

across the Pacific to Mexico (Acapulco).  Portuguese trade with Asia grew rapidly up to the 

1530s, then experienced sharp fluctuations until a precipitous drop in the 1620s from which 

trade did not recover (see figure). The number of ships fell but on average they were larger 

giving an increase in total tonnage per year. 

 

At its peak around 1600, the merchandise of the carreira da Índia was worth 5 million 

cruzados (with the Kings‟ share slightly less than half a million).  In comparison, the 

Venetian Levantine trade was worth 3 million cruzados and Spain‟s New World silver fleets 

beween 7 and 10 million. Between 1580 and 1620, the estimated value of the annual carreira 

da India cargo lies in the range of 4 to 5 million cruzados in Lisbon. By the 1640s, carreira 

cargoes dwindled to values barely above 1 million cruzados and never recovered. (Boyajian 

2001:478, 480). 
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Source: de Vries 2003:56. 

 

Portugal dominated the  European pepper market by expanding total supply from the 500-

1,000 tonnes yearly under the Venetian dominance in the 1400s to 1,000-2,000 tonnes in the 

1500s (see table). Together with the other Indian products this represented a significant trade 

for Europe 

 

European pepper imports, tons pa 

 Mediterranean Cape route Total 

Early 1400s 500 - 500 

Late 1400s 800 - 800 

Early 1500s 100 1,200 1,300 

Mid 1500s 1,200 1,000 2,200 

Later 1500s 500 1,000 1,500 

Early 1600s ? 3,000 ? 
Sources: Wake 1979, Ashtor 1976, Munro 1998, Ashtor 1975, Bastin 1961, Lach 1965, Lane 1940, Schwartz 

2007, Reid 1988, Ball 1977, Braudel 1974, Pearson 1996, Subrahmanyam 2002, de Vries & Would 1997, 

Glamann 1981 & Steensgaard 1993.  Note: tonnages  are approximate only. 

 

The integration of the Portuguese pepper market with India was close as Portugal depended 

completely on Indian and to a lesser extent Indonesian pepper.   In contrast, the Indian pepper 

market was never completely dependent on Portugal and became less so over time. 

 

Around 1513, of the 60,000 quintals of pepper produced pa between Calicut and Cape 

Comorin 15,000 quintals or a quarter was purchased by the Portuguese (Mathew 1986:78).  

In 1515, the Portuguese took 30% of Malabar pepper production but by 1600 only 3 or 4% 

(Pearson 2003:128). In the first decade of the 1600s, around 258,000 quintals of pepper was 

produced annually on the west coast of India and at most 10 percent (20,000-30,000 quintals) 

was exported by the Portuguese to Lisbon.   

 

Most pepper was consumed in India, exported to the Red Sea and Persian Gulf or sold to the 

Dutch and Danes on India‟s east coast (Disney 2010:32-36). While Indian pepper production 
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appears to have grown substantially in the 1500s, Portuguese purchases were a modest and 

falling proportion of total demand. 

 

Trade contributed to the economic integration of Asia and Europe.  Europe was dependent on 

Asia for supply of products not grown in Europe, such as pepper.  Asia was much less 

dependent on Europe. 

 

Price convergence  

When the Portuguese reached India they found pepper prices which were far below the 

European price (Lach 1965:99, Parry 1981:235, Diffie and Winius 1977:411, İnalcik 

1997:357).  From 1503, the Portuguese negotiated political agreements to fix Malabar pepper 

prices at 2.5 cruzados per quintal.  This nominal price was fixed until 1624 (Malekandathil 

2010:153).  While the price fixing was not absolute, the Estado da Índia was able to slow 

price convergence on the Indian side.  This caused the Portuguese problems of supply when 

others were willing to pay higher prices. The political agreements for fixed prices depended 

on Portuguese military domination which reduced over time, particularly in Kanara beginning 

around 1608 when the Nayaks of Ikkeri contested Portuguese influence (Disney 2010:6 and 

Shastry 2000:115).   

 

By 1607, the pepper price in Malabar had risen to around 9 cruzados per quintal but the 

Kanaran price was higher at around 11 cruzados and by 1629 the Malabar price had fallen to 

8 cruzados per quintal but the Kanaran price had risen to around 14 cruzados per quintal 

(Disney 2010:136).  This gives a nominal price rise of around 200 to 400% over the 126 

years since the Portuguese fixed the price in 1503.  By comparison, the London nominal 

pepper price in grams of silver per kilogram of pepper was almost unchanged at a fall of 6% 

and in English pence an increase of 5% (Barrett 2011). Expressing both prices in grams of 

silver per kilogram of pepper the 1503 prices were 21 grams of silver per kilo of pepper in 

London and under one gram of silver per kilo of pepper in Malabar. In 1629 the silver price 

of pepper in London was 20 gm/kg of pepper and the Malabar price was over 2 gm/kilo of 

pepper.  It appears that a century of economic integration had brought about a very modest 

price convergence. India and Indonesia could supply all the European market demand 

without higher Asian production costs adding much to prices in Europe. 

 

There is insufficient Indian pepper price data to compare the variation of pepper prices in 

India and Europe. 

 

The Portuguese paid for pepper, in large part, using silver which was cheaper in Asia than 

Europe, relative to gold.  This flow of silver from South America, Europe and Japan to India 

and China resulted in a convergence of global silver prices by around 1640 (Flynn & 

Giráldez 2004:101). In the 1500s, the Portuguese pepper trade was the major driver of the 

economic integration of European and Indian silver markets. 

 

The evidence of price convergence gives modest support to the economic integration of Asia 

and Europe in the 1500s. 

 

Migration 

Between two and five thousand people left Portugal each year during the 1500s (Bethencourt 

& Curto 2007:8) principally to Asia. The 250,000 people who left Portugal represent around 

20% of the 1.2 million Portuguese in 1500, and would be a major reason for the limited 

population growth of around 100,000 in the 1500s.  However, population estimates vary 
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greatly and it is not clear what impact migration had on Portugal‟s population and economy 

was modest (Malanima 2009:9, Russell-Wood 2007:164, Russell-Wood 1998:60, Payne 

1973:233).  However, slower population growth implies less population pressure on limited 

resources such as land and higher standards of living with migration. 

 

Total gross migration from Portugal, pa 

1400s 500 

1500-1580 3-5,000 

1580-1640 5-6,000 

1640-1700 2,000 

1700-1760 10,000 
Source: Pedreira 1998:106-107. 

 

Two thirds of those leaving Portugal returned. This together with high death rates on the 

carreira da Índia and in the Asian settlements kept the Portuguese population in Asia at a tiny 

fraction of the total population of Asia. In 1524 there were 2,500 Portuguese in Goa and by 

1540 this had risen to 5-10,000 in Goa with 4-5,000 in the rest of Asia (Russell-Wood 

1998:61, Pedreira 1998:106). However, in Goa from 1510, the Portuguese encouraged 

miscegenation and conversion which transferred Portuguese culture into the wider population 

(Bethencourt & Curto 2007:8). 

 

Migration from Asia to Portugal was much smaller. In the second half of the 1500s, the 

migration of slaves from Africa, Asia and Brazil to Portugal was around 700 people pa 

(Pedreira 1998:108). A few Goan artisans (goldsmith and needlewomen) practiced in Lisbon 

from the early 1500s (Russell-Wood 1998:105).  

 

The impact of migration on Portugal nor on Asia appears to have been insignificant in terms 

of numbers but sharing culture and institutions may have encouraged economic integration. 

 

Government finance: Portugal’s Asian revenue and expenditure 

Before the cape route some financial support for the Portuguese crown came from the 

Atlantic islands and West Africa (Pedreira 1998:102). In 1473 Portuguese Crown revenues 

were 118,000 cruzados and West Africa only provided 1,000 cruzados or less than 1% 

(Newitt 2005:37). In 1482, the Portugese built a fortress at Sao Jorge da Mina and began 

shipping up to 25,000 ounces of gold dust (120,000 cruzados) back to Lisbon annually in a 

treasure fleet of 12 caravels (Subrahmanyam 1993:48).   

 

In 1506, Asian spices provided one-quarter of Portugal‟s annual crown income and by 1518-

19 just under 40%.  To this should be added the customs revenue from other Asian imports 

(Schwartz 2007:29). From August 1509 to January 1511, the Casa da Índia auction sales of 

pepper, spices and drugs returned revenue of 168,000 cruzados (Subrahmanyam 1993:44). 

Around 1515, the spice trade provided around 1 million cruzados (400 million réis) of profit 

for the Portuguese crown (Pearson 2003:128). In the 1520s, half the revenue of Portugal's 

King John III came from re-exports of West African and Asian spices (van der Wee 

1993:29). Around 1565 a Portuguese ship bound for Lisbon would typically hold around 

6,000 quintais of pepper (Subrahmanyam 2002:133), worth around 200,000 cruzados. In 

1587-98 Portuguese Crown revenues from the carreira da Índia (pepper sales and customs on 

private imports) averaged 335,000 cruzados (de Vries 2003:84). In the 1610s, each vessel in 

the carreira da Índia could have around 2.5 million cruzados of declared goods and in 

addition the king received around 175,000 cruzados per ship in pepper (Castro 2005:70). 
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Sources of Crown Income, „000 réis (%) 

Year India trade  Estado da India Total 

1506  51 (28) - 181 

1518-19 118 (41) - 287 

1588 192 (17) 289 (26) 1,110 

1607 234 (16) 356 (25) 1,439 

1619 234 (15) 413 (27) 1,557 

1681 112  (7) - 1,595 

1716 60  (2) - 6,942 

1766 40  (1) - 6,424 
Source: Pedreira 2007:56. 

Note: India trade is duties and profits. 400 réis equals 1 cruzado 

 

Crown income grew rapidly in the 1500s and a large share came from India.  This income 

funded a shift from a feudal to an early modern state in Portugal.  The costs of the Casa da 

Índia and the Estado da Índia where significant and were largely purchased by the crown 

treasury rather than by granting feudal rights. 

 

Between 1522 and 1555 the cost of outfitting and operating (including losses at sea) the 

carreira da Índia was around 3 million cruzados (Pedreira 2007:55). In the 1610s, the building 

and fitting of a carreira da Índia naus cost 60-75,000 cruzados (Castro 2005:70). 

 

Financial balance of the Estado da Índia, „000 réis  

Year Revenues Expenditures Balance 

1571 258.4 229.3 29.1 

1574 278.5 235.6 42.9 

1581 263.0 242.8 20.2 

1588 303.1 259.9 43.2 

1607 355.6 235.7 119.9 

1609 249.8 156.6 93.2 

1610 390.6 257.0 133.6 

1620 324.7 318.4 6.3 

1630 240.6 288.1 -47.5 

1634 355.6 334.6 21.0 

1680 219.5 136.4 83.1 

1684-87 av. 239.8 260.6 -20.8 
Source: Pedreira 2007:57 & Subrahmanyam 1993:189. 

Note: Expenditures are ordinary expenditures, they exclude extraordinary expenditures, principally the cost of 

warfare. The balance was principally used for fortifications, armadas and other military requirements. 

 

The establishment of the Estado da Índia in 1505 brought European revenue raising and 

expenditure to Asia. On the west coast of India the Estado da Índia was a middling state but 

was dwarfed by the Mughal and Vijayanagar Empires. Revenues rose to 1610 but thereafter 

falling revenues and rising costs reduced the Estado da Índia‟s importance. The military was 

the largest item of expenditure (even without war expenses) with around 40% of total 

expenditure by the Estado da Índia.  Ship building and manufacturing varied greatly from 4 to 

20%.  Government and administration was the next largest with around 10-12% (see table). 

The Estado da Índia was an early modern economy which depended more on markets than 

feudal ties. 
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Estado da Índia – structure of expenditures, mil réis (%) 

 1571 1574 1607 

Military 93  (41) 89 (37) 96  (41) 

Church 13  (6) 18  (7) 48  (20) 

Civilian 110  (48) 103 (43) 85  (36) 

 of which 

  Government & administration 22  (10) 23 (10) 29  (12) 

  Justice 6  (3) 4  (2) 9  (4) 

  Finance 10  (5) 8  (3) 12  (5) 

  Trade ventures & factories 8  (3) 5  (2) 6  (3) 

  Diplomacy (incl. gifts) 5  (2) 6  (2) 5  (2) 

  Shipbuilding & manufacturing 46  (20) 40 (17) 10  (4) 

  Pensions 6  (3) 7  (3) 3  (1) 

  Health & poor relief 8  (4) 11  (4) 12  (5) 

Extraordinary 13  (6) 30 (13) 7  (3) 

Total 229  (100) 240 (100) 236 (100) 
Source: Pedreira 2007:79 

Note: Military includes armadas & wages of fortress captains. The church is mainly the Jesuit congregations. 

 

Portugal‟s economic integration with India (in the form of crown revenues) funded the shift 

from a feudal to an early modern state. 

 

Institutions of production 

The Portuguese introduced peanuts to China in 1516, sweet potato was introduced in 1560s 

and maize in 1574.  American crops transferred to Asia include maize, manioc, potatoes, 

sweet potatoes, haricot, lima and string beans, peanuts, tomatoes, chillies, pineapples and 

cacao. Over the long term these crops made a huge difference to agricultural productivity, 

population growth and diets in Asia. 

 

The transfer of crops is a one-time integration but had a huge impact over time. 

 

Overall the evidence here supports a significant degree of economic integration of Portugal 

with Asia but minimal economic integration in the opposite direction. 

 

Impact of integration 
 

The crown income from India changed the nature of crown finances and thereby the 

relationship between the Crown and the nobility and town councils who made up the Cortes 

(parliament) which approved taxes.  The 1400s the Cortes met frequently but rarely in the 

1500s.  In the 48 years of John I (1385-1433) the Cortes met 25 times but during the 26 years 

of Manuel I (1495-1521) only 4 times and in the 36 year reign of John III (1521-1557) only 3 

times (Scammell 1981:277).  In this way the income from India allowed the crown to move 

from a feudal to an early modern state. 

 

The Casa da Índia and Estado da Índia required a significant increase in the size and 

complexity of the Portuguese state.  The crown household and the king‟s council was 

supplemented by councils with specialised functions, staffed by lawyers and accountants and 

governed by administrative codes setting legal responsibilities of the officials.  The salaried 

bureaucrats, soldiers and sailors of the Casa da Índia and Estado da Índia were servants of the 
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king and the revenues and expenses were to be accounted for to the Crown (Newitt 2005:69-

70).  

 

There were significant shifts in the geographical distribution of Portugal‟s population due to 

economic integration with Asia and the growth of sea borne trade.  Before 1500, the 

Portuguese population and towns were concentrated inland.  In the 1500s, there was a growth 

in coastal population and towns, particularly Lisbon which from the 1500s was one of the ten 

largest European cities (Pedreira 1998:109). Lisbon dominated Portugal‟s urban hierarchy.  

 

Lisbon’s population, persons 

1527 70,000 

1550 100,000 

159 120,000 

1620 165,000 

1700 180,000 
Source: Pedreira 1998:109 

 

The expansion of trade with India is an example of Smithian growth where economies of 

scale and specialisation are driven by economic integration and increase income per head. 

This is in contrast to Malthusian growth driven by population growth where diminishing 

returns to fixed factors (eg land) results in falling income per head.   

 

 

 
Malthusian and Smithian forces in economic growth. Source: Persson 2010:61 

 

Long distance trade stimulated industrial growth in ship building, sail and rope making, 

cannon foundries and biscuit manufacture.  In Portugal much of this was done in Crown 

factories such as the Ribeira das Naus dockyard in Lisbon (see illustration).  Much of the 

material for these industries was imported (iron, timber, pitch, hemp and textiles). The profits 

of international trade and empire financed Lisbon‟s purchases from Northern Europe but did 

less for the rest of Portugal as transport (the Tagus river was not navigable very far inland) 

storage and manufacturing limitations directed demand and supplies to Northern Europe 

(Antunes 2005:317). This restricted growth to the coastal areas and particularly Lisbon. 

However, The introduction of maize substantially increased agricultural production in North 

West Portugal (Pedreira 1998:111). 
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Ribeira das Naus in Lisbon  
Source: Braun and Hogenberg, Civitates orbis terrarium, volume one, published in Cologne in 1572.  

 

Portugal‟s trade with Asia in the 1500s increased commercialism & urbanisation in Portugal 

and North-western Europe. International trade expanded non-agricultural employment, 

increased factor productivity by structural change in the labour force and provided incentives 

for investment in labour substituting capital and human capital.  Urbanisation encourages 

technological change, productivity and income growth.  Trade with India strengthened the 

existing European mercantile networks and the towns that depended on these networks (Lees 

and Hohenberg 1995:159). The expansion of Portugal‟s Asiatic trade made Lisbon and 

Antwerp centres for Asian goods.  Lisbon‟s Rua Nova dos Mercadores sold a wide range of 

luxury goods including pepper.  By the mid 1500s, it was “one of the most elegant mercantile 

streets of Europe” (Lach 1994:11). 

 

Between 1500 and 1550 Spain and Portugal had the most rapid increase in the number of 

cities with over 10,000 inhabitants and the number of inhabitants in these cities.  The urban 

proportion of the population of Portugal rose rapidly from 3 to 11.5 percent between 1500 

and 1550. This put Portugal at the same level of urbanisation as central Italy and above the 

rest of Europe excepting northern Italy and the low countries (de Vries 1984:29-39).  

Maddison points to the development of urban trading centres as sources of entrepreneurship 

and institutional changes (property rights) which underpinned European economic growth.   

 

The pepper trade encouraged significant changes in European market institutions. In the 

1500s, Antwerp pioneered bourse market system for pepper sales.  Here trading took place in 

warehouses and exchanges rather than pitched markets and trading halls.  Foreign merchants 

were given greater freedom to trade (Kohn 2003: 55).  Warehouses were permanent trading 

places principally for wholesale trade, but also for retail sales to wealthy customers.  The 

warehoused goods could also sold by sample or sight unseen in bourses or exchanges.  Often 

these met daily (Koln 2003). 

 

Portuguese navigators made major contributions to geography, hydrography and 

meteorology.  The knowledge of Asia brought to Europe by the Portuguese played a 
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significant role in the reassessment of the authority of church and classical knowledge by 

comparisons with empirical knowledge.  

 

Economic integration impacted on Asia. Portuguese printing presses in Goa 1556, Macao 

1588 and Japan 1590 accelerated the transfer of European knowledge and values.  The 

Japanese adopted several European technologies from the Portuguese including the printing 

press, copper-plate engraving, European maps and globes, improved silver and gold refining, 

surgical techniques and arms manufacture (Russell-Wood 1998:203-5). The Portuguese had a 

significant impact on Asian trade. Portuguese became a lingua franca for Asian trade (Curtin 

184:143).  Asian imports of silver from Europe monetised their economies. Spanish silver 

reals were the principal coin for trade in the Indian Ocean (Tracy 1993:2).  

 

Europe‟s economic integration with Asia contributed to the institutional changes 

(commercialisation and urbanisation) associated with Europe‟s economic growth. In contrast, 

there was little impact an Asian institutions or economic growth. 

 

Conclusion 

 

Portugal‟s development of the cape route to Asia had a substantial impact on Portugal‟s 

economy which became more closely integrated with Asia.  But Portugal had little immediate 

impact on the Asian economies, outside the Estado da Índia.  However, over the following 

centuries the cape route was the conduit for major economic impacts on Asia as it became 

more closely integrated with the growing European economy. 
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