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In recent years, the issue of medieval market integration is receiving increasing attention. Usually, the relevant studies focus on markets for goods where prices have been preserved in a sufficient density, i.e. for example grain. By contrast, the present paper examines the integration of the gold market. The aim is to determine how important information costs were in this context. The market for gold is particularly suitable for such an analysis because there was hardly any commodity which had a higher value per unit of weight. Consequently, it can be assumed that for the integration of the gold market, the relevance of transport costs was relatively small. That of information costs, however, was probably larger than where other markets – for example those for goods such as grain, whose value per unit of weight was small – were concerned.

As yet, the level and the development of information costs in pre-modern Europe has not been studied in detail. This is probably due to the fact that information is an intangible good which is difficult to pin down. To make information costs more manageable, they are here split into their constitutive components, i.e. into the costs of encoding and decoding information, the costs of storing it, and the costs of transmitting it between localities. The analysis concentrates on the latter component – i.e. on transmission costs – which is of particular importance where the integration of spatially segmented markets is concerned. Measuring these costs is relatively unproblematic. The basis is provided by the civic accounts of the city of Hamburg (1350-1562) which contain year-by-year information about where civic messengers were sent and how much they were paid for their missions. These data are used to establish how the wages which messengers received developed, the analysis concentrating not on the total costs of transmitting information between specific localities, but rather on the per-kilometre wages. These wages are used as a general proxy for the costs of transmitting information. The analysis shows that in contrast to what has hitherto been assumed in the relevant literature, the development of information costs was primarily driven neither by institutional nor by technical changes. Rather (transmitting information being extremely labour intensive and very little capital intensive), the costs involved can be largely identified with labour costs and were subject to the same influences as these: The supply of labour was of decisive importance.

Next, the integration of the Northern European gold market is studied. This is done by examining gold prices in several cities with which Hamburg traded, and by applying the approach common in integration studies: It is asked whether and in how far the Law of One Price held for gold. As most gold was traded not in the form of bars or ingots, but rather in that of coins, gold-silver ratios are used as proxies for gold prices. They are established on the basis of exchange rates of gold for silver on the one hand, and of information about the bullion content of the coins which changed hands on the other. In this way, it is possible to determine how the local gold-silver ratios changed over time and in how far they deviated from the ratio valid in Hamburg, large deviations indicating market imperfections, while small ones show that the market was well-integrated.

Finally, these deviations are related to the level of information costs. As gold prices are expressed in silver units, the analysis is based on silver wages per kilometre. In order to make the results of the regression more robust, panel data are used (the analysis makes a distinction between per-kilometre wages paid to several types of messengers; these types define the groups in the panel). Also, a number of additional variables are included, among whom the existence of a currency union which linked Hamburg and some neighbouring cities and the quality of the infrastructure between the cities (having access to the sea is used as an indicator of good communications) are most important. Results indicate that being a port city and a member of the currency union with Hamburg tended strongly to decrease deviations between local gold-silver ratios. In other words, the gold market was better integrated where the same currency was used and where sea transport could be employed. More importantly, the regression also shows that, just as expected, higher messenger wages per kilometre were strongly and significantly (at 1%) correlated with larger deviations between local gold-silver ratios. Hence, the costs of transmitting information had a strong impact on the integration of the gold market: high costs impeded integration, while low costs favoured price convergence. Thus, the analysis fully confirms the hypothesis which the study set out to test.

