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INTRODUCTION

The mainstream literature in economic history has postulated that the institutions from 

the Spanish Empire inherited by Hispanic America were not conducive to economic de-

velopment.1 It has been argued that the Castilian Crown implemented extractive insti-

tutions across all its American colonies thanks to a rigid and inefficient fiscal system. 

Nevertheless, such proposals do not take into account the complex evolution of the state 

capacities of the Crown of Castile in the New World. Previous studies have yet to explain 

the complex interaction between the fiscal system and the development of the Hispanic 

American economic institutions. Furthermore, most economists and social scientists who 

advance theoretical analyses that emphasize almost exclusively the negative aspects of 

colonial institutions have presented scarce empirical information, especially on the tax 

systems, to support their interpretations.

The present dissertation provides a general perspective as well as an analytical inter-

pretation of the fiscal system developed by Spain in Hispanic America between 1600 and 

1699. The objective is to contribute to a more nuanced understanding of the economic 

institutions of Hispanic America by studying an epoch, the seventeenth century. The hy-

pothesis is that the fiscal structure of Spanish America developed gradually into a com-

plex system that reached its maturity during the epoch of study. In fact, it became one of 

the most efficient taxation systems of the period in the entire Atlantic World. The effort to 

create this institutional structure, and its ulterior development, was, first and foremost, an 

enterprise that helped build one of the first modern global empires.

Taxation in Hispanic America gradually developed into a complex system that was 

not determined neither by its varied branches (ramos) nor by mere chance; the central ad-

ministration used the limited set of tools at its disposal to maximize taxation and allocate 

the resources rationally. Whether this strategy meant that the resources should be accu-

mulated to be sent to Seville, sent to other parts of the Empire, or spent locally, depended 

on a complex negotiation that encompassed the Crown, which tried to centralize taxes 

1 “Throughout Spanish America, independence did not result in stability. The crown had long provided 
a important enforcement mechanism that provided the basis for authoritarian political order. Corporate 
groups obtained a series of rights that limited the ability of any colonial group to expropriate or aggress 
another. Although this system provided for political order, it did not provide incentives for long term eco-
nomic growth.” Douglass C. North et al., “Order, Disorder and Economic Change: Latin America vs. North 
America,” in Governing for prosperity, Eds. Bruce Bueno De Mesquita and Hilton D. Root (New Haven, 
CT: Yale University Press, 2000), 46.
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through its Real Hacienda, and all the actors in the Indies.

To better appraise what empire-building and state-capacity meant within the Hispan-

ic Empire during the early modern era, it is necessary to present information about three 

key factors.2 First it is necessary to have a clear idea of the institutional structure, both 

the tax administration and the taxes themselves, as this provides insight on how the taxes 

were collected, who paid them, how the revenues were allocated and the accountability of 

the system. The second key subject is the explanation of the efficiency of the fiscal struc-

ture and its adequacy to tax the Hispanic American colonies and to address this problem it 

is imperative to measure the amount of the Crown’s revenues and its expenses in the New 

World. The final element is the crucial problem of agency; the directives issued by the 

central government regarding taxation allow us to understand better the economic policy 

of the Monarchy towards its American empire.3

Although there are some secondary sources to help with this endeavor,4 some of 

these materials are too general to really answer the questions posed by our research agen-

da which have required finding more detailed information based on primary sources from 

new archival materials. Providing a rich empirical background, both of qualitative and 

quantitative data, constitutes another motivation of the present dissertation, as the data 

collected and presented hereafter can help other scholars to construct analytical models 

and to further test the hypotheses proposed.

In the following pages of the present introduction, we discuss the framework we 

2 “...tanto los fines y funciones de la imposición como la estructura de los sistemas fiscales, la técnica 
tributaria y la misma naturaleza de los impuestos están sometidos a intensas variaciones en el tiempo y 
en el espacio...para seguir las palabras de Adolph Wagner, «esencialmente de naturaleza relativa según el 
tiempo y el lugar, dependen de las condiciones existentes en los campos de la cultura, de la economía y 
de la técnica, de las concepciones dominantes y de la situación en que se halle la conciencia jurídica y el 
Derecho público, cambiando lógicamente a medida que cambien esos factores. En una palabra: en parte, no 
son categorías puramente lógicas sino categorías históricas»...En consecuencia, nunca se podrán establecer 
tales principios más que para épocas determinadas y/o para determinados tipos de economías ya que, inde-
pendientemente de los antedichos cambios de la misma imposición, las ideas sobre lo que ésta puede lograr 
y sobre lo que ha de llevar a efecto para la realización de fines determinados son justamente de «naturaleza 
relativa según el tiempo y el lugar.»” Fritz Neumark, Principios de la imposición (Madrid: Ministerio de 
Economía y Hacienda, Instituto de Estudios Fiscales, 1994), 27.
3 Philip T. Hoffman, “Public Economics and History: A Review of Fiscal Regimes and the Political Econo-
my of Premodern States, Edited by Andrew Monson and Walter Scheidel,” Journal of Economic Literature 
LIV, no. 4 (2017): 1566-1568.
4 Most notably, the series of tax income and expenses for most of the Hispanic American treasuries have 
been published by Klein and TePaske. Herbert Klein and John Jay TePaske, The Royal Treasuries of the 
Spanish Empire in America (Durham, N.C.: Duke University Press, 1982). Herbert Klein and John Jay 
TePaske, Los ingresos y egresos de la Real Hacienda de la Nueva España (México, D.F.: Secretaría de 
Hacienda y Crédito Publico, Instituto Nacional de Antropología e Historia, 1986). And the classic: Herbert 
Klein, The American Finances of the Spanish Empire. Royal income and expenditures in Colonial Mexico, 
Peru and Bolivia, 1680-1809 (Albuquerque, N.M, New Mexico University Press, 1998).
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have chosen to order the data and incorporate the findings of our research. The categories 

we have used to approach the subject at hand are those provided by the New Economic 

History (NEH), albeit with a critical approach. We will also argue that the exploration of 

fiscal policy requires an assessment of the Crown’s power and its limits, that is to say, of 

the state governing and administrative capacities.

Institutions, state capacity, and public finance in the early modern world

Economics and economic history have always had a complicated relationship. The found-

ers of economics, such as Adam Smith, were excellent interpreters of historical evidence. 

However, the dialogue came to a sudden halt after the 1960s. The level of abstraction 

reached by economics made it challenging to apply this knowledge to concrete historical 

evidence. The Nobel Prize in Economic Sciences obtained by D. North and R. Fogel 

in 1993 put the discipline of economic history into the mainstream of economics, per-

haps for the first time in its history. Their assessment of economic development and the 

study of institutions gained importance with the epoch’s historiographical currents. It also 

opened a rich debate between history and economics again.

“History matters,”5 declared North in a now-famous passage in the preface of his 

book Institutions, Institutional Change, and Economic Performance. Most importantly, 

the assessment placed history and social institutions as a central part of economic anal-

ysis. This theory presents a well-structured framework that allows researchers to eval-

uate the institutions’ capacity to affect the costs of transaction within a society, which 

influences economic development. The approach focuses on the analysis of formal and 

informal institutions that permit, or block, the development of impersonal exchange and 

the enforcement by a third-party (a set of rules that guarantee property rights and are both 

clear and followed by the majority of the society).6

5 “History matters. It matters not just because we learn from the past, but because the present and the future 
are connected to the past by the continuity of a society’s institutions.” Douglass C. North, Institutions, 
Institutional Change, and Economic Performance (Cambridge: Cambridge University Press, 1990), vii.
6 “The third form of exchange is impersonal exchange with third-party enforcement. It has been the critical 
underpinning of successful modern economies involved in the complex contracting necessary for modern 
economic growth. Third-party enforcement is never ideal, never perfect, and the parties to exchange still 
devote immense resources to attempting to clientize exchange relationships. But neither self-enforcement 
by parties nor trust can be completely successful. It is not that ideology or norms do not matter; they do and 
immense resources are devoted to attempting to promulgate codes of conduct. Equally, however, the returns 
on opportunism, cheating, and shirking rise in complex societies. A coercive third party is essential. One 
cannot have the productivity of a modern high income society with political anarchy.” Ibid., 35.
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The literature that followed this approach, categorized very generally as New Eco-

nomic History, came to be a force within the historiographical currents of the 1990s. 

Especially in Latin America, it began to gain favor in economic history, as it renewed a 

practice that showed some signs of weariness after the crisis of Marxism in the academy.7 

Following this approach, in 2012, D. Acemoglu and J. Robinson published a book that 

would become a best seller throughout the world thanks to its compelling narrative and 

clear examples drawn from historical examples. Precisely, the first chapter in Why nations 

fail is devoted to characterizing the differences in the history of Mexico and the United 

States. By describing the situation of the city of Nogales from Arizona and Sonora, the 

authors try to demonstrate that ethnic origin, climate, or broad cultural differences did not 

necessarily produce inequality and lack of economic development on the Mexican side of 

the border. The differences are due to an institutional divergence:

Why are the institutions of the United States so much more conducive to economic 
success than those of Mexico or, for that matter, the rest of Latin America? The an-
swer to this question lies in the way the different societies formed during the early 
colonial period. An institutional divergence took place then, with implications last-
ing into the present day. To understand this divergence we must begin right at the 
foundation of colonies in North and Latin America.8

According to the authors, to understand contemporary economic divergences, the 

analysis must be centered in the institutions shaped by the colonial empires that con-

quered the American continent during the early-modern period. Acemoglu and Robin-

son’s approach entitles a significant shift of perspective, for previous literature centered 

the analysis on the transfer of surplus from the colonies to the Metropolis.9 The framework 

identifies the economic institutions that are behind the failure or success of a nation. The 

comparison is obvious: the history of success and good economic institutions is that of 

7 For the Mexican case there are two great essays that provide a synthetic view of the new economic history 
in the country: Antonio Ibarra, “A modo de presentación: la historia económica mexicana de los noventa, 
una apreciación general”, Historia Mexicana 207 (2003): 613-647. And: Eric Van Young, “La pareja dispa-
reja: algunos comentarios sobre la relación entre historia cultural e historia económica”, Historia Mexicana 
207 (2003): 831-870. It is not surprising that the first major synthesis of Mexican economic history has been 
written in Institutionalist key. See: Sandra Kuntz Ficker, “Introducción,” in Historia económica general de 
México: De la colonia a nuestros días, Coord. Sandra Kuntz Ficker (México, D.F.: El Colegio de México, 
Secretaría de Economía, 2010), 13-37.
8 Daron Acemoglu and James A. Robinson, Why Nations Fail. The Origins of Power, Prosperity and Pov-
erty (Suffolk: Profile Books, 2012), 9.
9 “In any event, the commercial character of the enterprise (entry into the exchange circuit) predominated 
since the principal objective was to effect transfers to the metropolis.” Celso Furtado, Economic Develop-
ment of Latin America (Cambridge: Cambridge University Press, 1970), 19.
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the United States, and by extension of those nations that belong to the Northern Atlantic 

World.10 On the contrary, the history of Latin America is one of failure, as its “institutions 

generated a lot of wealth for the Spanish Crown and made the conquistadors and their 

descendants very rich, they also turned Latin America into the most unequal continent in 

the world and sapped much of its economic potential.”11

The set of institutions inherited by Latin American countries derived from those of 

the Hispanic Empire, that “based the society on the exploitation of the indigenous peo-

ple and the creation of monopolies, blocked the economic incentives and initiatives of 

the great mass of the population.”12 These institutions led to path-dependence economic 

growth that can be credited to be the leading force driving income inequality, poverty, 

and lack of incentives to invest in education and new technologies. Latin America, shaped 

after the unholy trinity of encomienda, repartimiento de mercancías, and trajín, blocked 

the democratic institutions’ development and benefited those belonging to the elite that 

possessed power.

According to the authors, political corruption is the informal institution that links 

those formal frameworks: one of the main points behind this harsh judgment is that the 

Crown and the local elites abused their political power to gain wealth. If we define cor-

ruption, basically, as the abuse of entrusted power for personal or private gain, the linkage 

behind formal and informal institutions in Hispanic America is evident.13 The practices 

to achieve this goal are many: using institutions that must procure justice to enforce the 

position of an individual or a group; writing unfair rules; be lenient in the enforcement 

of just laws; oppressing populations through outright force and or semi-legal means. Ac-

cording to economic institutionalism, Latin America’s history is a catalog of these means 

and can be found anywhere in the lands conquered by the Castilian Crown because it 

sought “resources to extract and labor to coerce.”14

We understand that Acemoglu and Robinson wrote this text for the great public, and, 

10 “Ultimately, the good economic institutions of the United States resulted from the political institutions 
that gradually emerged after 1619.” Acemoglu and Robinson, Why Nations Fail..., 43.
11 Ibid., 19.
12 Ibid., 32.
13 As this lax definition could be applied to all spheres of the social spectrum, public debate has normally 
focused on political corruption. International institutions such as the IMF and the World Bank have entire 
divisions that devote themselves to measure the impact of corruption in almost every country of the world. 
It has to be noted that the idea of political corruption has been identified as one of the most important de-
terrents to public policies that promote economic development. Thus, for National States, specially those 
of the developing world, as well as for international policy-makers, understanding political corruption is 
central to developing better tools to attack poverty and promote economic integration.
14 Acemoglu and Robinson, Why Nations Fail..., 10.
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in order to convince, the analysis lacks nuance. Nevertheless, similar characterizations 

of Hispanic American institutions are not hard to find in most English-written literature 

that follows economic institutionalism.15 By reducing this position ad. absurdum, one 

can see that the roots of some of those appreciations lay in the Black Legend and the 

fierce imperial competition that took place during the early modern era.16 We can find the 

echoes of the Dependency theory, which was very well-known in the English-speaking 

academia thanks to the works by Barbara and Stanley Stein.17 We do not want to polarize 

excessively here as it is also true that most of the elements that constitute the framework 

of the NEH are of the highest intellectual value, as demonstrated by J. Williamson’s arti-

cles that focus in Latin America.18 Incorporating them into a more in-depth analysis of the 

character of the Hispanic American’s economic institutions will undoubtedly enrich our 

understanding of early modern history.

There is also the problem of the different national schools of economic history across 

all Latin America. Ever since the 1970s, academics formed in economics began to inter-

est themselves in the economic history of the continent. This school began with Marxist 

scholars such as C. Sempat,19 C. F. S. Cardoso20 and E. Semo21 as well as the proponents 

of the Dependency Theory such as R. Prebisch22 and C. Furtado.23 Even today, it is easy 

15 To see a good revision of the historiography regarding the relationship between economic institutionalism 
and the interpretation of the Hispanic Monarchy (encompassing its American possessions): Bartolomé Yun 
Casalilla and Fernando Ramos Palencia, “El Sur frente al Norte. Instituciones, economías políticas y luga-
res comunes,” in Economía política desde Estambul a Potosí. Ciudades estado, imperios y mercados en el 
Mediterráneo y en el Atlántico ibérico, c. 1200-1800, Eds. Bartolomé Yun Casalilla and Fernando Ramos 
Palencia (Valencia: Publicacions de la Universitat de València, 2012), 10-38. For a nuanced review of the 
literature concerning the economic development and the problem of inequality in Latin America: Ewout 
Frankema, Has Latin America Always Been Unequal? (Leiden: Brill, 2009), 21-41.
16 “Assertions about Spain’s total disregard and incapacity for technological development closely resemble 
the Black Legend and it does not make sense to return to them. Furthermore, we need to underline the very 
positive achievements of this country in the sixteenth century.” Bartolomé Yun Casalilla, “Social Networks 
and the Circulation of Technology and Knowledge in the Global Spanish Empire,” in Global History and 
New Polycentric Approaches. Europe, Asia and the Americas in a World Network System (XVI-XIXth cen-
turies), Eds. Manuel Pérez García and Lucio De Sousa (London: Palgrave McMillan, 2017), 287.
17 Stanley J. Stein and Barbara H. Stein, La herencia colonial de América Latina (México, D.F.: Siglo XXI 
Editores, 1974).
18 “It also appears that Latin American inequality remained one of the lowest anywhere around the world 
until the start of the 17th century. It can hardly be said that initial endowments and Iberian colonization 
made Latin America more unequal than other places.” Jeffrey G. Williamson, “Five centuries of Latin 
American Income Inequality,” Revista de Historia Económica 28, no. 2 (2010): 249.
19 Carlos Sempat Assadourian, El sistema de la economía colonial. Mercado interno, regiones y espacio 
económico (Lima: Instituto de Estudios Peruanos, 1982).
20 Ciro Flamarion S. Cardoso, Agricultura, escravidão e capitalismo (Petrópolis: Vozes, 1979).
21 Enrique Semo, Historia del capitalismo en México. 1521-1763 (México, D.F.: Ediciones ERA, 1973)
22 Raul Prebisch, Capitalismo periférico: crisis y transformación (México, D.F.: Fondo de Cultura Econó-
mica, 1981).
23 Celso Furtado, Economic Development of Latin America (Cambridge: Cambridge University Press, 
1970).
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to perceive this legacy within the Latin American economic history profession. This aca-

demic tradition encompasses a wide variety of approaches from an even broader spectrum 

of theoretical positions. In Latin America, it is not that difficult to find Neo-Keynesians, 

Neoclassic and Institutionalist economists researching in the field of history. The variety 

of methodologies used in the field certainly enriches it. Nevertheless, it also is true that 

scholars belonging to other historiographical traditions might find it difficult to under-

stand clearly the methods and sources used by their peers in Spanish America.

This dissertation starts by questioning the nature of the institutions of the Hispanic 

Empire in the New World. As noted in the preceding lines, the mainstream conceptual-

ization of the NEH regarding the Hispanic Monarchy is an extractive and politically-re-

pressing state. Moreover, its main arguments present this experience as an utter failure 

because the Metropolis did not manage to reap the benefits of having such an enormous 

colonial Empire. Regarding this interpretation, it is just to question if the Crown designed 

the institutions in Hispanic America simply to excerpt the colonial surplus and send it to 

the Peninsula.

During the last years, many studies have tried to assess the costs and benefits of the 

Hispanic Empire and the problems it faced by being the first global empire. This ample 

review of the Monarchy’s role in the development of the modern world has revisited with-

in a broad approach the contradictions and the solutions found by Hispanic colonialism 

in the New World. The literature has incorporated new sources, deepening our knowledge 

about the state capacity, and its limits to rule over the Empire. The groundwork provided 

by North, Summerhill, and Weingast,24 as well as Elliot, coming from outside the field 

of economic history,25 has been lately criticized and expanded by P. K. O’Brien and B. 

Yun Casalilla, R. Grafe and A. Irigoin, and other social scientists.26 These scholars have 

provided an interpretation that puts the Empire into perspective, showing the Crown of 

Castile was by no means a rigid absolutist monarchy. These findings opened a debate 

24 North et al., “Order, Disorder and Economic Change...”
25 John Huxtable Elliott, Empires of the Atlantic World (New Haven, CT: Yale University Press, 2006).
26 “En definitiva, este análisis revisionista de la recaudación en las colonias cuestiona significativamen-
te la caricatura absolutista de la dominación española y abre nuevas vías de investigación para estudios 
comparados entre las distintas estructuras imperiales pre-modernas.” Alejandra Irigoin and Regina Grafe, 
“Nuevos enfoques sobre la economía política española en sus colonias americanas durante el siglo XVIII,” 
in Economía política... Eds. Yun Casalilla and Ramos Palencia, 166. All the essays published in this volume 
are of utmost interest for those interested in the debate about institutions and state capacity. Also: Bartolomé 
Yun Casalilla and Patrick Karl O’Brien, Eds, The Rise of Fiscal States: A Global History 1500-1914 (Cam-
bridge, UK: Cambridge University Press, 2012). Lately, the volume: Andrew Monson and Walter Scheidel, 
Eds, Fiscal Regimes and the Political Economy of Premodern States (Cambridge: Cambridge University 
Press, 2015).
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about the character of the colonial rule in Hispanic America within English-speaking 

historiography.27

More recently, perhaps as an answer to some of the most extreme thesis of economic 

institutionalism, a wave of studies has emerged mostly in Spanish-speaking countries.28 

This historiographical current has deep roots in French serial and quantitative history, 

Italian microhistory, the Spanish and Latin American historiographical boom, and Ger-

man political history. The critique of some of the fundamental aspects of the institutional 

framework has formed an approach that privileges a view of the institutions shaped by 

the agency of social actors.29 These studies also understand informal institutions, such as 

corruption, as a practice deeply rooted in the Ancien Régime and closely linked to politi-

cal negotiation.30 Instead of focusing on the question of the institutions’ economic perfor-
27 For the most part, the historiographical traditions have dialogued little with each other. Each has its 
dossier of problems and methods. Due to this lack of communication, some polemic has ensued when 
the two scholarly traditions have interacted. Perhaps the most interesting recent debate that involves an 
interpretation of taxation in Latin America can be found in the polemic that followed the publication of 
the article “Bargaining for absolutism...” by Grafe and Irigoin. Marichal and Summerhill posted a reply to 
the article while Salvucci wrote an introduction to the polemic; Irigoin and Grafe also posted a rejoinder: 
Carlos Marichal Salinas, “Rethinking Negotiation and Coercion in an Imperial State,” Hispanic American 
Historical Review LXXXVIII, no. 2 (May, 2008): 211-218. One of the darts that Marichal throw against 
the assessments of Grafe and Irigoin is, precisely, that they seemed to disregard the last findings of the 
research in Latin America. William R Summerhill, “Fiscal Bargains, Political Institutions, and Economic 
Performance,” Hispanic American Historical Review, LXXXVIII, no. 2 (May, 2008): 219-233. Richard J 
Salvucci, “Introduction to a Forum on Bargaining for Absolutism,” Hispanic American Historical Review 
LXXXVIII, no. 2 (May, 2008): 169-171. Alejandra Irigoin and Regina Grafe, “Response to Carlos Marichal 
and William Summerhill,” Hispanic American Historical Review LXXXVIII, no. 2 (May, 2008): 235-245.
28 “Una de las cuestiones que más atención ha suscitado en la historia de los Imperios ha sido el determinar 
qué sacaron las metrópolis de las colonias, cómo quedaron estas tras el expolio y cómo repercutió lo conse-
guido en las economías coloniales. ¿Qué intereses primaron en la expansión colonial? ¿los del Estado, los 
de la Economía privada? Y en uno y otro supuesto, ¿qué Estado, qué economía? El caso mejor estudiado es 
el de España, aunque los ejemplos históricos se polarizan en dos modelos contrapuestos, teniendo en cuenta 
las consecuencias: el hispánico y el anglosajón... ¿Fue único en la Edad Moderna el Imperialismo español, 
como suele decirse, al empobrecer por igual a la Metrópoli y a las colonias? ¿Una excepción? ¿Y, de serlo, 
por qué causas? ¿No supo, no quiso o no pudo España hacer fructificar los fabulosos tesoros de América, 
salvo emplearlos en levantar formidables ejércitos con los que aterrorizar a Europa durante unos doscientos 
años?” Antonio M. Bernal, España, proyecto inacabado (Madrid: Marcial Pons, 2005), 12.
29 “La relevancia que en el debate historiográfico adquirieron la escala de observación, el desempeño de los 
entramados sociales en la configuración de los marcos institucionales, la recuperación de la polifonía histó-
rica y la capacidad de agencia de los actores sociales abrió la puerta a trabajos que mostraron otras reali-
dades del mundo hispanoamericano. Se mostró cómo la negociación política, los arreglos de tipo clientelar, 
la corrupción institucionalizada y el entramado faccioso de intereses constituyeron el correlato recurrente 
de una política extractiva que buscó, a toda costa, asegurar la transferencia de renta de sus posesiones a 
la metrópoli... De esta forma se relativizó la defensa a ultranza de los intereses reales, del autoritarismo, 
de la obediencia ciega o de la transgresión excepcional de las normas, al punto que las investigaciones se 
mostraron más atentas a las modalidades de la mediación e intermediación de los actores sociales.” Álvaro 
Alcántara López et al., “Introducción,” in Redes, corporaciones comerciales y mercados hispanoamerica-
nos en la economía global, siglos XVII-XIX., Coords. Antonio Ibarra Romero and Guillermina Del Valle 
Pavón (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2017), 8.
30 Christoph Rosenmüller, “De lo innato a lo performativo: dos conceptos rivales de la corrupción, siglos 
XVII y XVIII,” in Dádivas, dones y dineros. Aportes a una nueva historia de la corrupción en América La-
tina desde el imperio español a la modernidad, Eds. Christoph Rosenmüller and Stephan Ruderer (Madrid: 



9

mance, historians and economists have focused on the expectations and utility associated 

with participating in those institutions.31 Thus, the research has shifted the spotlight from 

the juridic corpus to the social practices.

An inquiry trying to assess the nature of the institutions in Hispanic America could 

take many different roads, as demonstrated by research in economic history throughout 

Latin America during the last thirty years. Nevertheless, the fiscal structure analysis is 

fundamental because of the importance that taxes had in the relationship between the king 

and his American vassals. The Monarchy might have been a mere shadow for the settler 

in the New World if it were not for the taxes that he had to pay. Fiscal policy was per-

haps the most crucial relationship between the Crown and its American possessions. Of 

course, the other side of this relationship would be the many tax exemptions and mercies 

the Crown could grant. The King of Castile’s power was not only to demand his vassals 

to pay the duties but also to provide justice and give them rewards for their service, that 

more often than not, came under the form of a tax exemption.

The equilibrium between taxation and mercies was a staple of the Ancien Régime in 

Hispanic America. Consequently, it is not surprising that the orders given by the Crown 

through the Consejo de Indias were subject to an intense debate with the local powers 

across all the subcontinent. Moreover, this interaction between the Crown, the local pow-

ers, and the bureaucracy made the regime itself possible. The complex interaction devel-

oped a set of institutions that allowed the Crown to build an overseas empire.

Precisely, one of the fields of research that has received renewed attention during the 

last years is fiscal history. However, this is not a new field of knowledge, as it was creat-

ed more than a century ago by scholars of the German economic school such as Wagner 

and Schumpeter.32 Lately, scholars such as G. Ardant, D. P. O’Brien, and R. Bonney have 

renewed the discipline.33 The theoretical framework, called by the authors New Fiscal 

Iberoamericana Vervuert, 2016), 61-86.
31 One of the most venomous darts thrown by Boldizzoni against cliometrics is that it is a discourse that 
aims to convince its auditorium to apply certain economic policies: “History is normally expected to im-
prove our understanding of the past. It is probably agreed that what distinguishes good historical research 
is its capacity to throw light on the workings of societies that differ to varying degrees from our own. On 
the other hand, the (unconfessed) aim of cliometrics is to create narratives of the past compatible with 
neoliberal economics, and often it is a highly ideological exercise to endorse specific worldviews, theories, 
and policy recommendations.” Francesco Boldizzoni, The Poverty of Clio. Resurrecting Economic History 
(Princeton, NJ: Princeton University Press, 2011), 5.
32 Adolph Wagner, Finanzwissenschaft (Leipzig: C. F. Winter’sche Verlagshandlung, 1889). Also: Joseph 
A. Schumpeter, “The crisis of the Tax State,” in Joseph A. Schumpeter, the Economics and Sociology of 
Capitalism, Ed. Richard Swedberg (Chichester, West Sussex: Princeton University Press, 1991), 99-140.
33 Although they the two books published by Gabriel Ardant have been around for more than forty years, 
they are still central to understand the basis of fiscal history and fiscal sociology: Gabriel Ardant, Histoire 
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History (NFH), centers the attention on the process by which state capacity has evolved 

throughout history. The categories are the different stages of the State according to how 

the governments handled taxation: ‘Tribute state,’ ‘Domain state,’ ‘Tax state,’ and finally 

‘Fiscal state.’34 The analysis centers on the transitions between each of the stages. This 

approach underlines the State’s role to promote economic growth; the institutions issued 

from the increasing political centralization are crucial to understanding the emergence of 

global markets and financial systems that led to the contemporary world.

One of the critical issues that the NFH has focused on is the rapid changes that took 

place during the XVIth and XVIIth centuries due to the ever-increasing cost of warfare. 

The hurdles of financing large armies and navy fleets to protect the fast-expanding com-

merce in all the oceans put a significant strain on all the polities. As a result, the compet-

ing powers in Europe developed a policy of administrative centralization and predatory 

tax-seeking.35 Scholars have analyzed this process by inquiring about the state’s income 

and expenses. The scholars have also assessed the capacity of the different states to apply 

fiscal policies that pursued to maximize the public finance system’s revenues, either by 

developing new forms of taxation, creating public debt, or rationalizing the expenses.36 

Most of the cases that the literature has analyzed show how, during the early modern era, 

the expenses increased rapidly. However, it also did the revenues; the pressure to balance 

de l’impôt. Livre 1. De l’antiquité au XVII siècle (Paris: Fayard, 1971). Gabriel Ardant, Histoire de l’im-
pôt. Livre 2. XVIIIe et XIXe siècles (Paris: Fayard, 1972). The History of Taxation compiled by O’Brien 
in three volumes is an important source to every historian that interest himself in the field: Dennis Patrick 
O’Brien, Comp, History of taxation (London: Pickering & Chatto, 1999). Finally, the works by Ormrod and 
Bonney are excellent examples of the synthesis that this field produced during the 1990’s. Richard Bonney 
et al., Crises, Revolutions and Self-Sustained Growth: Essays in European Fiscal History, c. 1130-1830. 
(Stamford: Paul Watkins Publishing, 1999). Richard Bonney, Ed., Economic Systems and State Finance 
(Midsomer-Norton, Bath: Clarendon Press, 1995).
34 “Krüger’s model of the transition from ‘domain state’ to ‘tax state’, which was originally proposed in 
1987, has now been adapted by Richard Bonney and W. M. Ormrod. This revised model rests on the view 
(1) that crises occur within fiscal systems but do not change their essential nature; (2) that revolutions move 
a fiscal system on (that is, from one system to another); while finally (3) ‘self sustained growth’ is a model 
for development within the modern ‘fiscal state’. The Bonney-Ormrod model depicts changes in European 
history in terms of the operation of four prevailing types of fiscal system, called ‘tribute’, ‘domain’, ‘tax’ 
and ‘fiscal’ state.” Richard Bonney, “Introduction,” in Ed. Richard Bonney, The rise of the fiscal state in 
Europe, c. 1200-1815 (Midsomer-Norton, Bath: Oxford University Press, 1999), 13.
35 “If we accept that ‘centralized, productive revenue-expenditure systems began to emerge’ in the early 
modern period, it may be argued that it was in the seventeenth century that a significant increase in the 
scale of warfare accelerated this process. Military innovations and recurrent wars posed new challenges. 
Inflation resulting from the inflow of Spanish-American silver had raised the overall costs of government.” 
Marjolein’t Hart, “The Emergence and Consolidation of the ‘Tax State’. II. The Seventeenth Century,” in 
Economic Systems..., 281.
36 “Within reason, it is therefore perfectly permissible to look at expenditure trends to discern the growth 
of the fiscal state, since these were the primum mobile creating the need for new resources, whether in the 
form of tax or loan income.” Bonney, “Introduction,” in Economic Systems..., 10.
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the budget was enormous and thus propelled an increasing necessity everywhere to re-

form the taxation systems.

This approach has been recently criticized by a narrative that underlines the model’s 

Eurocentrism and its excessive linear approach to the development of the State. This 

relatively new interpretation expands the reach of the theoretical framework beyond the 

limits of the Western Hemisphere by changing the center of the debate from Europe to a 

global view that incorporates the Asian, African and American experiences to the frame-

work.37 One of the themes that this literature has not thoroughly appraised is the role 

of the American possessions of the Spanish Empire in the early modern world. While 

the impact of Hispanic-American silver and gold imports on the European economy is 

among the most frequently cited stimuli to the emergence of the ‘Tax state,’ academics 

have yet to explain the fiscal structure and policies that made possible such remittances. 

The literature has systematically overlooked Hispanic America’s role in this process. It is 

beyond doubt that the public finance system built by the Castilian Crown in its American 

possessions deserves an analysis beyond the remittance figures published by Hamilton 

more than 80 years ago.38

The Hispanic American experience is unique in that the conquest of these territories, 

allowed the Crown of Castile to build an empire in which the limitations to its power 

were not as acute as they were in Europe. This affirmation does not mean that the Mon-

archy was absolute in America, but that the institutions that appeared gave preeminence, 

notably in the fiscal arena, to the King of Castile. Here we can see a classical case of path 

dependence. Should the fiscal institutions in the New World be modeled upon the ones in 

Castile? Should the Real Hacienda in Hispanic America follow a different path? We are 

polarizing the subject, but we are doing so to stress the importance of the decisions real-

ized in these formative years. The institutional design closely followed the metropolitan: 

the government composed the Hispanic American exchequer after the Castilian one, both 

in terms of its revenues and the manners used to administer it.

37 “Although societies responded to the same stimuli in concrete but often comparable ways, this volume 
essentially supports the thesis that the formation of fiscal regimes can only be understood in terms of a 
heterogeneous historicity, varying in space and time. Eurasian history provides us with a set of case studies 
that undermines any simplistic views of Western primacy, demolishes the overly teleological Schumpeteri-
an perspective on the formation of fiscal states and displays distinctions between fiscal regimes and ‘fiscal 
states’.” Bartolomé Yun Casalilla, “Introduction: the rise of the fiscal state in Eurasia from a global, com-
parative and transnational perspective,” in The Rise... Eds. Yun Casalilla and O’Brien, 2.
38 Earl J. Hamilton, El tesoro americano y la revolución de los precios en España, 1501-1605 (Barcelona: 
Ariel, 1983).
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When we analyze both taxation systems from the present, it is evident that they 

present very similar components and administrative structures. The Crown did not create 

new taxes in its American colonies but instead started charging those of everyday use in 

Castile. Nevertheless, a close inspection of the Real Hacienda de las Indias shows some 

critical differences regarding its matrix. Perhaps the most evident of these variations is 

that the Crown designed the royal exchequer in Hispanic America to preserve the King’s 

primacy over the revenues. Charles I, then Philip II, and the bureaucrats at the Consejo 

de Indias took advantage of the opportunity to erect a public finance system in which 

the preeminence was given to the royal exchequer, severely limiting the intervention of 

the cities, the church, and the local elite to some degree. The resulting institutions in the 

New World blurred the classical Castilian differentiation between the fiscal systems of the 

King and the Realm (del Rey y del Reino). It is tempting to declare this formula as a mere 

formality that never operated there, at least until the mid-XVIIIth century.

Building an empire in the New World

Es ist niemals ein Dokument der Kultur, ohne zugleich ein solches der Barbarei zu sein.
Walter Benjamin.39

Absolute Monarchies became more than an aspiration for some European powers by the 

end of the fifteenth century. Towards the end of that century and during the XVIth century, 

the Hispanic Monarchy thrived on centralizing power. However, the grade of success the 

king of Castile had in centralizing power is subject to debate. The Habsburgs had inher-

ited many crowns in Europe, but they did not strive to change the political organization 

for each of them. The political system was left untouched for the most part. The fragmen-

tation of the system proved to be a major obstacle when in the first quarter of the XVIIth 

century, Philip IV tried to increase taxation over the kingdoms that composed the Empire 

and, ultimately, failed.

The situation in the New World was different. There, colonization had provided a 

new space to further experiment with political centralization. After the unrest of the early 

years, the policy followed by Philip II tended to restrain the power of the conquistadores 

and the church. The situation was fairly evident even for the foreigners that assisted the 

39 Walter Benjamin, “Über den Begriff der Geschichte,” in Gesammelte Schriften (Frankfurt Am Main: 
Suhrkamp, 1974), 696.



13

court in Madrid.40 Nevertheless, royal power was far from being absolute in America. 

Several determinations played against the project of political and fiscal centralization 

across Hispanic America, and the Crown had to accept many compromises.

Perhaps the most critical challenge for the New World’s fiscal institutions was the 

complicated nature of the Hispanic rule over the Indies. The incorporation of the Amer-

ican territories to Castile was an intricate process, which included violence but also po-

litical negotiation.41 The idea of a colonial system where all the resources were for the 

benefit of the Metropolis was not really in the Spanish conquerors’ mindset. The prevail-

ing idea of Empire within the Castilian political culture of the XVth and XVIth centuries 

was close to Rome’s classical models. As A. M. Bernal has pointed out, in Spain, the term 

“colony” did not appear until well in the XVIIIth century.42 In this aspect, it is undeniable 

that Portugal and the Dutch built their empires within the idea of colonies and metropolis; 

these imperialisms were more modern than its Castilian counterpart.

However, this does not mean that the Crown left Hispanic America to its device. That 

the kingdoms and provinces in the New World depended on Castile, was a fact accepted 

by the political communities in Madrid as well as in Lima and Mexico City. However, 

the nature of this subordination was different than it was in Sao Paulo, Pernambuco, or 

Macau. The Monarchy understood its role in the New World as the provider of justice and 

civilization. A polemic affirmation, as at first hand it might seem that “bringing justice 

and civilization” justifies itself the violence and oppression the colonization of Hispanic 

America.43 Nothing that far from reality; we are not trying to provide a moral assessment 

of the conquest, as we would not dare to realize a judgment on such a complicated sub-

ject. We are just pointing out that the Crown of Castile was in the process of building an 

40 The famous description of Philip III’s government by the ambassador of the Venetian Republic Simone 
Contarini, written in 1605, mentions: precisely the singularity of the power amassed by the Castilian king 
in America: “El rey de que vengo a tratar es tan grande, que abraza del mundo lo que hasta hoy ninguno ha 
poseído... Posee así toda la América, nervio y corazón de todos sus estados, por ser de a dónde vienen sus 
tesoros y poséela tan absolutamente que puede libremente llamarse Monarca de las Indias, pues en estas 
occidentales hay mar, y poca tierra que no sea suya, particularmente lo que importa y vale...Gobernase por 
las leyes de Castilla. No diré de su grandeza por ser tan conocida.” BPRM, II [Manuscritos], 2836, Folio 
339 front, 342 front and back, 357 front.
41 Jorge Díaz Ceballos, “Negociación, consenso y comunidad política en la fundación de ciudades en Cas-
tilla del Oro en el temprano siglo XVI,” Investigaciones Históricas, época moderna y contemporánea, no. 
32 (2018):
42 Bernal, España..., 81-86.
43 “En sentido amplio, Imperio se asimila siempre al acto de conquistar y subyugar unos pueblos por otros 
con intención de gobernarlos y lucrarse a su costa... No obstante hay que reconocer que en los diferentes 
proyectos de Imperio subyace un impulso de civilización que completa las estrictas finalidades de poder, 
dominio y beneficio económico que los crearon.” Ibid., 28.
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overseas empire, and that responsibility entailed economic costs such as defending the 

territories from competing empires, providing a government, and a justice system, sus-

taining the public works. That was its rationale.

Accordingly, the Hispanic American Real Hacienda mobilized the resources needed 

to pay the wages of a significant quantity of soldiers and sailors to guard the forts in the 

Caribbean, Chile, Northern New Spain, and the Philippines. It also financed five naval 

fleets. The royal exchequer paid as well the wages of an ever-increasing corpus of bureau-

crats. Perhaps the most radical change experienced by the fiscal system in America was 

the increasing number of resources that the Crown spent on the continent.

The literature has pointed out that this change in the expenditure patterns of the 

royal exchequer demonstrates the Crown’s failure to enforce its fiscal policy, as it had to 

devolve power to the local elites in the continent.44 However, this assessment does not 

consider that the Hispanic Empire contemplated the provision of military defense for its 

territories as part of the leitmotiv of the Empire itself. In 1612, the viceroy of Peru, the 

marquis of Montesclaros, wrote to Philip III: “Whoever possesses a Monarchy so extend-

ed, like that of Your Majesty, requires forces installed to defend themselves, in each part 

it reaches.”45 It was the same Crown of Castile that decided whether to use the revenue to 

finance the continent’s military defense or to remit the bullion to Seville.

The Crown’s priorities were not only the provision of military defense in the conti-

nent but also to invest in the construction of public works in America. In 1608, Philip III’s 

prime minister, the duke of Lerma, ordered the Consejo de Indias to create 137,867.65 

pesos of long-term public debt bonds (juros) over the treasury offices in Hispanic Ameri-

ca. The duke intended to finance the Empire’s expenses in Europe by creating debt in the 

Cajas Reales of the New World. The measure was somewhat controversial, as the bureau-

crats in Madrid considered indebtedness a necessary evil in Castile, but were more than 

reluctant to introduce it in America. The count of Lemos, president of the Indies’ Council, 

answered the petition with the following reasoning:

44 “The Conde Duque de Olivares, Philipp [sic] IV’s favorite ‘first minister,’ had tried in the 1620s and 
1630s to strengthen royal control over the regions and create a more equitable system of revenues between 
territories and social groups. He failed utterly. The crown reacted by allowing more authority to devolve 
to the regional and local level in an attempt to align the interests of towns, cities, nobility, and corporate 
association with those of the crown.” Regina Grafe and Alejandra Irigoin, “Bargaining for Absolutism: A 
Spanish Path to Nation-State and Empire Building,” Hispanic American Historical Review LXXXVIII, no. 
2 (May, 2008): 178-179.
45 BNE, Manuscritos, 8990, f. 79 front.
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The Council ponders that selling these juros will cause the Republic in those parts 
of America the same harm they have produced here in Castile. Selling rents that are 
both firm and secure, in which men do not invest work, but instead enrich themselves 
without it, causes them to reject labor. They will only seek leisure and abandon the 
cultivation of the land. They will neglect the labor of the mines and cease the com-
merce, and because of it, the alcabalas and the almojarifazgos will diminish. They 
would indulge in vice and remain fretful, scheming, because of all their free time. 
Everything is even more harmful in those kingdoms of the Indies, as they are so 
distant from the heart and the head. The situation there is still unstable, making it 
even more necessary to refine the Cities with buildings, cultivate the land, open the 
parcels again and seed them. Furthermore, through creativity and hard-work, devise 
new forms to improve them. Because only work can temper the spirit and surrender 
the will, making men remain in obedience.46

Lemos’ assertion does not fit in the caricature of the rigid absolutist bureaucrat por-

trayed by the literature. Furthermore, the count’s assessment regarding the duty of the 

Crown towards its American territories does not delineate precisely an “extractive” poli-

cy. These ideas were not an eccentricity, but part of a set of principles that the government 

converted into active policy in America. The statesmen commonly referred to them as the 

Reasons of the State (Razón de Estado).47 According to the Council’s president, the final 

intent of the fiscal resources collected in the New World was not to enrich Castile, but 

rather to build an empire there. He argued that fiscal revenue should serve to construct 

and refine the cities and promote economic activities in America. Selling juros to finance 

the debts contracted in Castile, was capitulating these high ideals. Thus, the government, 

opined the president, should impede the creation of long-term debt in the Hispanic Amer-

ican treasury offices.

It goes beyond any discussion that the Hispanic Empire’s government did not al-

ways uphold these high ideals towards America. The tyranny of necessity often forced 

the Crown to impulse policies that not only contradicted its Razones de Estado, but sim-

ply went again its interests. Unsurprisingly, the fiscal resources were finite and the deci-

sion-makers had to choose between the lesser of many evils when conducting the Em-

pire.48 By the 1640s, the situation in Europe worsened with the war against France and 
46 AGI, Gobierno, Indiferente General, 751, 08/14/1608. f. 1 back - 2 front. See the direct transcription in 
the annex: “8. The Count of Lemos, president of the Consejo de Indias, to Philip III. About the creation of 
new juros in Hispanic America” on page 519.
47 “Razón de estado es una noticia de los medios convenientes para fundar, conservar y engrandecer un 
señorío.” Giovanni Botero, “La Razón de Estado (ed. de Enrique Suárez Figaredo),” Literatura Española 
Medieval y del Renacimiento, no. 20 (2016): 984.
48 Notoriously, in 1635 the secretary of the Council, and later bishop of Puebla, Juan de Palafox, described 
decision-making with the following words: “There are no affairs without inconveniences, so the art of 
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the rebellions in Catalonia and Portugal. Also, the competing European powers applied 

pressure over the Philippines and the Caribbean, disrupting the communications in the 

Atlantic. The costs associated to sustaining all these fronts of war rendered the fiscal 

resources scarce. There was not enough bullion to, simultaneously, sustain the defenses 

in America and maintain the rhythm of the remittances to Seville. In 1642, New Spain’s 

viceroy, the bishop Palafox wrote to Philip IV noting the seriousness of the situation of 

the public finances in the viceroyalty:

It results that, if Your Majesty is assisted from here [in New Spain], the Real Hacien-
da will not pay the situados and the other debts. If we pay what we owe to the situa-
dos and other creditors, the exchequer will have no resources to aid Your Majesty. 
Moreover, if Your Majesty does not put some remedy quickly, it will be impossible to 
send money from here [to Castile] or help those in the Caribbean punctually.49

The Crown decided to stop the remittances to Castile and use the Hispanic American 

Real Hacienda’s fiscal revenue to sustain the defenses in the continent and the Philippines. 

The resources committed to financing the bureaucracy increased across all the territories 

of the New World. Indubitably, these decisions benefited the elites in the continent. This 

situation did not mean that the Crown had lost its position as agent of the New World. In-

stead, to survive the onslaught of the fierce imperial competition, the government needed 

to include these elites in the joint enterprise of the Hispanic Empire. This decision implied 

a change of course, as the governments of Charles I and Philip II had often clashed with 

the local elites in the continent.

That the Crown negotiated with the factions that composed the Hispanic Empire, 

constitutes a fact that we might even consider a tautology, were it not be by recent stud-

ies that have put into the limelight this phenomenon. This fact, however, did not convert 

the settlers in the New World into stakeholders of the Empire.50 Accordingly, during the 

XVIIth century, the Crown impulsed a fiscal policy that required the American settlers’ 

imbrication. It negotiated with them the central fiscal policies destined to increase the 

fiscal revenue in the continent. The terms of the negotiation and the relative power of the 

parts within the arbitration do not allow us to conclude that they were equals.

ruling resides on choosing the lesser evil.” AGI, Gobierno, Indiferente General, 2536, 03/29/1635 [2], f. 6 
back [Emphasis added].
49 BPRM, II [Manuscripts], 1982, f. 20 back - 21 front.
50 Regina Grafe and Alejandra Irigoin, “A stakeholder empire: the political economy of Spanish imperial 
rule in America,” The Economic History Review 65, no. 2 (2012): 1-43.



17

Despite all the problems faced by the Crown of Castile enunciated here, it is difficult 

to affirm that the Hispanic Empire in the Indies was a failure. The resilience of the regime 

in America is a testament to this fact. Institutions that regulated almost all the facets of 

the colonies’ social and economic life emerged at an incredible pace. Within this con-

glomerate of institutions, the fiscal organization of the Indies played a central role. The 

Real Hacienda managed to collect taxes from the population. It also managed to spend the 

fiscal resources according to the Crown’s fiscal policy.

Sources and research techniques

The research agenda poses questions that we can only answer thorough the analysis of a 

significant number of sources.51 The information used here does not only relies on quanti-

tative data to measure the fiscal revenue and the expenses of the Hispanic American pub-

lic finance system. It also uses systematically qualitative data to explain the fiscal policy 

followed by the Crown during the XVIIth century. A final dimension that the dissertation 

introduces in the explanation is geographical information. The problem of the spatial rep-

resentation of the processes analyzed is at the center of the dissertation.

We have collected the data presented in the dissertation, for the most part, in three ar-

chives: the Archivo General de Indias (AGI) in Seville; the Sala Cervantes in the Biblio-

teca Nacional de España (BNE); the manuscripts deposited at the Biblioteca del Palacio 

Real de Madrid (BPRM). The 14 volumes for the Consultas al Consejo de Indias com-

piled by A. Heredia and the AGI personnel was the compass that allowed us to navigate 

the sea of information contained by that archive. It proved to be the most relevant tool to 

identify documents for the reconstruction of the Hispanic American fiscal policy.52 The 

51 See: “Archival sources” on page 482.
52 Antonia Heredia Herrera, Catálogo de las Consultas del Consejo de Indias (1529-1591) (Madrid: Di-
rección General de Archivos y Bibliotecas, 1972). Antonia Heredia Herrera, Catálogo de las Consultas 
del Consejo de Indias (1592-1599) (Madrid: Dirección General de Archivos y Bibliotecas, 1972). Anto-
nia Heredia Herrera, Catálogo de las Consultas del Consejo de Indias (1600-1604) (Sevilla: Diputación 
Provincial de Sevilla, 1983). Antonia Heredia Herrera, Catálogo de las Consultas del Consejo de Indias 
(1605-1609) (Sevilla: Diputación Provincial de Sevilla, Escuela de Estudios Hispano-Americanos, Consejo 
Superior de Investigaciones Científicas, 1984). Antonia Heredia Herrera, Catálogo de las Consultas del 
Consejo de Indias (1610-1616) (Sevilla: Diputación Provincial de Sevilla, 1984). Antonia Heredia Herrera, 
Catálogo de las Consultas del Consejo de Indias (1617-1625) (Sevilla: Diputación Provincial de Sevilla, 
Escuela de Estudios Hispano-Americanos, 1985). Antonia Heredia Herrera, Catálogo de las Consultas del 
Consejo de Indias (1626-1630) (Sevilla: Diputación Provincial de Sevilla, 1987). Antonia Heredia Herrera, 
Catálogo de las Consultas del Consejo de Indias (1631-1636) (Sevilla: Diputación Provincial de Sevilla, 
1988). Antonia Heredia Herrera, Catálogo de las Consultas del Consejo de Indias (1637-1643) (Sevilla: 
Diputación Provincial de Sevilla, 1990). Antonia Heredia Herrera, Catálogo de las Consultas del Consejo 
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indices elaborated by J. Paz and J. Domínguez were also relevant to work at the archives 

in Madrid.53

The Consultas al Consejo de Indias are contained mainly in the Indiferente General 

of the Gobierno section at the AGI. Nevertheless, we have found some of the most inter-

esting documents in the repositories organized by the districts of the Reales Audiencias. 

The papers regarding the organization of the naval fleets have provided insight into the 

fiscal necessities of the Crown. Perhaps the main obstacle to assessing the general lines 

of the fiscal policy pursued by the government is that the debates at the Consejo de Indias 

were oral, and the records did not consign many of the main ideas and reasonings of the 

secretaries and other participants. The written accounts only cover, for the most part, just 

the results of the debates. However limited, it is possible to infer the intent and design of 

the taxation system in Hispanic America.

While historians have typically used the Gobierno section repositories to reconstruct 

the political history of the continent, economic historians have often overlooked the re-

pository. Nonetheless, the ledgers contain not only qualitative information but also quan-

titative data that allows recollecting valuable information to test hypotheses about the 

efficiency of the public finance system in Hispanic America.

There are essential documents in other repositories in Madrid, such as the BNE and 

the BPRM, that the economic historian can use to reconstruct both the accounts of the 

Real Hacienda and the fiscal policy of the Empire in America.54 Within Spain’s National 

Library, the Manuscritos and Varios Especiales sections provided information about the 

public finance system and some fascinating insight into the secretaries’ personal opinions. 

Moreover, the library possesses the original manuscripts of the works by the secretary 

Juan Díez de la Calle, which constitute an incredibly rich source of information to recon-

struct the Crown’s administrative apparatus and the expenses of the Real Hacienda by the 

de Indias (1644-1650) (Sevilla: Diputación Provincial de Sevilla, 1990). Antonia Heredia Herrera, Catálo-
go de las Consultas del Consejo de Indias (1651-1656) (Sevilla: Diputación Provincial de Sevilla - Junta de 
Andalucía, 1992). Antonia Heredia Herrera, Catálogo de las Consultas del Consejo de Indias (1657-1661) 
(Sevilla: Diputación Provincial de Sevilla, 1993). Antonia Heredia Herrera, Catálogo de las Consultas del 
Consejo de Indias (1662-1668) (Sevilla: Diputación Provincial de Sevilla, 1994). Antonia Heredia Herrera, 
Catálogo de las Consultas del Consejo de Indias (1669-1675) (Sevilla: Diputación Provincial de Sevilla, 
1995).
53 Jesús Domínguez Bordona, Manuscritos de América. Catálogo de la Biblioteca del Palacio Real de 
Madrid (Madrid: Patrimonio de la República, 1935). Julián Paz, Catálogo de Manuscritos de América 
Existentes en la Biblioteca Nacional (Madrid: Biblioteca Nacional. Ministerio de Cultura, 1992).
54 These repositories are not normally used extensively by the researchers interested in Latin America as it 
is more efficient to search at the AGI in Seville rather than spend weeks in Madrid with the high risk of not 
being able to find any important information.
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mid-XVIIth century.55

The documents that refer to Hispanic America in the second section of the BPRM are 

composed primarily by the Miscelánea de Manuel José de Ayala. They provide transcrip-

tions of the letters sent to Philip IV’s court by the viceroy Palafox during the 1640s. The 

wit and insight of the bishop of Puebla, who had an opinion about almost all the subjects 

in New Spain, constituted an excellent repository to understand the decisions taken by the 

government during the crucial years in which he lived the New World.56

For the subject at hand, the main feature of the Royal Library is without a doubt the 

manuscripts of the Noticia General del Perú, written in 1630 by the accountant Francisco 

López de Caravantes,57 as well as the Relación de las provincias que tiene el gobierno 

del Perú,58 written in November of 1614, and which is perhaps the most comprehensive 

synthesis and explanation of the public finance system in the New World for the early 

XVIIth century.

To process the information, we have organized the data into a database written in 

FileMaker. The database allows a reconstruction of the fiscal structure by the mid-XVIIth 

century, which provides a detailed picture of the revenue and the expenses of the Real 

Hacienda in Hispanic America. Until today, 9,647 observations show the complexity of 

the organization of the Real Hacienda. This data serves as the foundation for chapters one 

to four.

Whereas this information provides a synchronous assessment of the situation of the 

Hispanic American Real Hacienda, it is impossible to use it to determine the evolution of 

the royal exchequer. Fortunately, Klein and TePaske have published the series for most of 

the core treasuries in Hispanic America.59 The magnitude of the enterprise undertaken by 

55 BNE, Manuscritos, 1447. BNE, Manuscritos, 2939. BNE, Manuscritos, 3023. BNE, Manuscritos, 3010. 
BNE, Manuscritos, 3026. BNE, Manuscritos, 3025. BNE, Manuscritos, 3178. BNE, Manuscritos, 2734. 
BNE, Manuscritos, 3048. BNE, Manuscritos, 2930. BNE, Manuscritos, 3047. BNE, Manuscritos, 3024. 
BNE, Raros, 3080.
56 BPRM, II [Manuscripts], 2879. BPRM, II [Manuscripts], 1015. BPRM, II [Manuscripts], 1984. BPRM, 
II [Manuscripts], 1981.
57 BPRM, II [Manuscripts], 1632. BPRM, II [Manuscripts], 1633. BPRM, II [Manuscripts], 1634. The 
manuscript has been transcribed and published with the edition of Guillermo Lohmann Villena in: Fran-
cisco López Caravantes, Noticia general del Perú I (Madrid: Atlas, 1985). Francisco López Caravantes, 
Noticia general del Perú II (Madrid: Atlas, 1986). Francisco López Caravantes, Noticia general del Perú 
III (Madrid: Atlas, 1987). Francisco López Caravantes, Noticia general del Perú IV (Madrid: Atlas, 1987). 
Francisco López Caravantes, Noticia general del Perú V (Madrid: Atlas, 1988). Francisco López Caravan-
tes, Noticia general del Perú VI (Madrid: Atlas, 1989).
58 BPRM, II [Manuscripts], 1278.
59 Herbert S. Klein and John J. TePaske, The Royal Treasuries of the Spanish Empire in America (Durham, 
N.C.: Duke University Press, 1982). Herbert S. Klein and John J. TePaske, Los ingresos y egresos de la Real 
Hacienda de la Nueva España (México, D.F.: Secretaría de Hacienda y Crédito Publico, Instituto Nacional 
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the scholars is admirable. They have provided us with so much data that, notwithstand-

ing the three decades since the original publication, we still have many things to do with 

them.

We have captured the information running from 1575 to 1705.60 The results are 

29,363 observations for the Cargo and 17,542 observations for the Data. Firstly, we have 

introduced the observations of the original tables into a relational database.61 Secondly, 

we have ordered the information by Caja Real of origin,62 the fiscal period, and the ramo. 

Then, we have proceeded to identify the fiscal periods that were not registered in the 

original database, to provide an observation modeled after a running average of the two 

previous observations and the next two.63 To present the time series in chapters two and 

three, we have reconstructed the branches (ramos)64 and then aggregated them into gen-

eral fiscal categories (rubros fiscales).65 To provide annualized series, we have counted 

the number of days contained by each of the fiscal periods and then assigned the days on 

each of the years.

Within the tax branches, we have identified the transfers between the treasury of-

fices (venido de fuera, remitido, caja real, socorro) to discount them from the totals and 

provide figures for local fiscal revenue and expenses that do not account for the same 

de Antropología e Historia, 1986). And the classic: Herbert S. Klein, The American Finances of the Spanish 
Empire. Royal income and expenditures in Colonial Mexico, Peru and Bolivia, 1680-1809 (Albuquerque, 
N.M.: New Mexico University Press, 1998).
60 The original tables can be accessed at: Cajas de la Real Hacienda de la América Española, siglos XVI a 
principios del siglo XIX https://realhacienda.colmex.mx/ [last consulted 08/17/2020]. The site contains the 
entirety of the data provided by Klein and TePaske. Carlos Marichal has curated the data.
61 The diagram of the relationships contained by the database is contained by the annex: “2.1 Database 
Relationships” on page 505.
62 We have identified 31 different Cajas Reales in the dataset. The quality of the information provided by 
each treasury is highly dependent of its relative importance in the fiscal system. This, by the way, is a good 
example of fiscal policy: when there are insurmountable difficulties regarding the appropriate accountabili-
ty for all the system, the bureaucracy allocated resources in the key treasuries that needed to be controlled. 
This led to very complete time series for Potosí, Lima and Mexico City. This cannot be said for the other 
treasuries: Cuzco, for instance, despite being a good source of indigenous contributions throughout the sev-
enteenth century, left a small quantity of ledgers in the Archivo General de Indias. Nevertheless, the trend 
of those treasuries that have enough observations for a certain periods can be easily reconstructed though 
interpolation. For others, such as Cailloma, there are simply not enough data that can be used to reconstruct 
the trend and the final series must be constricted more or less to what is shown directly by the ledgers that 
have survived.
63 The script with the model is presented at annex: “2.2 Script to model the data” on page 506.
64 The categories in the cartas-cuentas are not normalized in the original database because they represent 
exactly what was transcribed by the Oficiales Reales when the Libro Mayor was created. The decision to 
register the original categories was correct, as this facilitates the reconstruction of the ramos. The same 
category could be accounted for in many different manners. For example, an alcabala could be reported as: 
alcabalas reales, reales alcabalas, alcabalas de esta ciudad, alcabalas corrientes, and a long etc. We have 
identified 1,397 original ramos for the Cargo and other 908 for the Data.
65 118 ramos have been reconstructed for the Cargo and other 118 for the data. We have grouped these 
ramos in a total 19 fiscal categories.
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resources many times. We have also discounted the administrative operations (lo que 

metido pero no aplicado, ditas y rezagos, debido de cobrar, alcances de cuentas) from 

the total figures.

The sources used by Klein and TePaske do not specify the origin and destiny of some 

branches of the income. Notably, those categorized as extraordinario de Real Hacienda,66 

or only as Real Hacienda, both in the Cargo and the Data sides of the accounts. These 

categories grouped many different taxes in a lump-sum. This manner of reporting income 

became rather common during the second half of the XVIIth century in Mexico and Li-

ma.67 We have aggregated all those ramos in a category titled unknown, as there is not 

complete certainty about the origin of the resources and their destiny.68

While the accounts provide a reasonable appraisal of the Hispanic American exche-

quer’s income, the ledgers did not provide information of the same quality for the expens-

es. When organizing the expenses per treasury office in the libros mayores, the Tribunal 

de Cuentas’ bureaucrats used fiscal categories not as concise as they did for revenue. 

The Real Hacienda expenses are more challenging to account for in the data provided by 

Klein and TePaske.

The treasuries in charge of spending a good part of the revenue, notably in the Carib-

bean, Central America, and the Philippines, are not included in the sample.69 However, the 

data does include the three principal treasury offices of the continent, Lima, Potosi, and 

Mexico City. They accounted for up to 80% of the revenue. However, the Cajas Reales in 

the Caribbean and Central America were in charge of maintaining the military defenses 

in their area. We are confident that the sample represents the royal revenue correctly. It 

is safe to assume that even if we had the data for all the treasury offices and all the fiscal 

periods, the trends for the revenue presented here would not change. Nevertheless, for the 

expenses, there is still not as much certainty.

To palliate the shortcomings of the information, we have chosen to reduce the vari-

ance in the data. Thus, we present primarily quinquennial time series, aggregated either 

for the totality of the Cajas Reales or the viceroyalties of Peru and New Spain. We are 

66 Not to be confounded with extraordinary income.
67 The Libros Mayores provide more information about the actual taxes charged in Hispanic America and 
could help to better discriminate the fiscal categories. Nevertheless, the effort needed to entirely collect 
such an extensive amount of data is out of the scope of the present dissertation.
68 For the most part, this is a problem issued from the sumarios, which can be corrected if the libros mayores 
are processed. However, the endeavor is complex.
69 The records for most of the treasuries are present in the archive, and are waiting for the historians to 
systematize their data.
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entirely conscious that the figures provided for a single observation might contain a cer-

tain degree of error, and is subject to discussion and polemics. However, we also believe 

that the efforts to reconstruct the public finance system provide a proper assessment of its 

general trends and trajectory across the XVIIth century.

Thus, the numbers presented here constitute the best approximation that we can pro-

vide with the means available today. It is entirely possible to construct a clearer picture of 

public revenue and expenditure in Hispanic America, but it will be necessary to process 

the day-to-day receipts stored in the Archivo General de Indias. Such an endeavor, which 

might have to process hundreds of ledgers,70 is certainly beyond the scope of the present 

dissertation. We also believe that reconstructing the fiscal structure on that level might 

provide a better insight into the composition of the exchequer categories, for it will reduce 

the uncertainty posed by some categories. However, such an effort would hardly show 

different trends on the aggregate numbers for the XVIIth century presented here.

Structure of the dissertation

The first chapter explores the institutions that made possible the administration of the 

taxes in Hispanic America. We will analyze the structure of the Real Hacienda. These 

were not a by-product of some stochastic process but a rational outcome, which was a 

public-finance system that could be seen as perhaps the most modern of the western world 

by that epoch. Needless to say, the policies of the central administration had to be harsh-

ly adjusted to fit into a complex social and economic reality in Hispanic America. The 

institutional design proved to have several flaws that created problems during the whole 

period. However, the institutions also adjusted to this reality, which is why it is relatively 

70 For example: in New Spain there were perhaps three categories of Cajas relative to the size of the income 
they managed during the seventeenth century. The first one was composed by the Caja at Mexico City, just 
below the two million pesos yearly average. The second category was composed by Zacatecas and Vera-
cruz, with an average real income of 250,000 pesos. Well bellow that point, the third category was com-
posed by the Cajas of San Luis Potosí and Durango; both of them neared an average 100,000 pesos each 
year. The functioning of the San Luis Potosí treasury was pretty simple: the income was almost exclusively 
composed by mining imposts. Important in the regional space but not central in the imperial design, when 
it came to capture the information generated by the libros mayores of the San Luis Potosí treasury, it was 
necessary to develop a computerized solution in order to process the amount of data it yielded -more than 
100,000 entries for the entire seventeenth century discounting the cross-references-. Part of the results, but 
not all of them can be seen in: Sergio Tonatiuh Serrano Hernández, La Golosina del Oro. La producción de 
metales preciosos en San Luis Potosí y su circulación global en mercados orientales y occidentales durante 
el siglo XVII (San Luis Potosí, S.L.P.: El Colegio de San Luis, Instituto de Investigaciones Dr. José María 
Luis Mora, El Colegio de Michoacán, 2018). Given this precedent, we can only wonder the sheer vastness 
of the data contained by the Cajas Reales in Lima and Mexico City.
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easy to find many innovations if compared to the original fiscal system.

The second chapter is devoted to analyzing the evolution of the taxes that composed 

the fiscal revenue of royal finance in Spanish America. We assess the income of the royal 

exchequer. The careful reconstruction of the fiscal categories allows us to compare the 

public finance system of the New World with its Castilian matrix, showing the differ-

ences among them. The trajectory of each of the tax categories shows the complexity of 

taxation on the continent. The analysis of the trends shows the increasing importance of 

trade taxes as an answer to the problem of increasing tax collection to sustain the Empire 

in America, Asia, and Europe. The chapter also highlights the Real Hacienda’s capacity 

to administrate the fiscal income directly or to use some other mechanisms such as tax 

farming to increase the efficiency of the public finance system.

The third chapter reconstructs the evolution of the expenditures in the colonial fis-

cal and financial system. How and where a government allocated its fiscal revenue is 

critical to understanding the government’s capacity to provide public services such as 

military defense and justice. The remittances of fiscal bullion to Castile declined across 

the century. Instead, the chapter details how the Hispanic Empire spent most of its fiscal 

resources on the continent’s military defense. For example, the situados for the Caribbean 

and the Philippines -remittances sent from fiscally rich colonial treasuries to other fiscally 

poor treasuries- were not simply a phenomenon of the eighteenth century. Furthermore, it 

should also be noted that the Crown also used part of its resources financing the govern-

ment and public works in America, as will be seen in this thesis.

The fourth chapter presents a synthetic vision of fiscal revenue and expenditure in 

Hispanic America during the seventeenth century. It compares the tax composition and 

the expenses of the different reigns that occurred since Philip II’s government. The main 

result of the assessment is the evidence presented regarding the increasing importance of 

trade taxes within the Hispanic American fiscal regime. The chapter also compares the 

evolution of the two main areas of the Hispanic Empire in America, the viceroyalties of 

Peru and New Spain and presents a model to measure the fiscal burden.

The fifth chapter reconstructs how the fiscal policy towards the Indias Occidentales 

(the term frequently used by the Crown for Spanish America) was designed and applied. 

The center of the analysis changes from the quantitative to the qualitative aspect of taxa-

tion. This chapter evaluates the problems faced by the Crown to enforce its fiscal policy 

during the century. The crisis experienced in the traditional revenue sources for the Crown 
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in America, mining taxes and tribute (tributos) during the first half of the century, led to 

the necessity to improve tax recollection in America. The path found by the Crown was to 

increase trade tax rates. To facilitate taxation, the government promoted cooperation with 

the local elites of the continent. The mechanisms of tax negotiation in Hispanic America 

show clearly the complex interaction between the Crown and the settlers.

The sixth chapter provides insight into how the government in Madrid designed its 

budgets and fiscal packages destined to impulse projects to reinforce the security of the 

communications between America and Castile and the military defense of the continent. 

The secretaries of the Council of the Indies (Consejo de Indias) formed the plans with 

the aid of experts in military operations, naval engineering, and resource management 

coming from the Council of War (Consejo de Guerra) and the Central Council of Finance 

(Consejo de Hacienda de Castilla). The use of information from all the parts of the col-

onies played a crucial role in producing the plans that would become active fiscal policy 

once the Crown decide to remit them to America as royal orders, cédulas, and decrees.

The conclusion ponders the dissertation’s contributions to the knowledge of the state 

capacity in Hispanic America and the development of public finance during the seven-

teenth century. We also show the roadblocks encountered across the research project and 

propose paths for future research.





26

1. THE INSTITUTIONAL STRUCTURE OF THE REAL HA-
CIENDA

Contemporary society has advanced to the point that the technique no longer constrains 

taxation. Taxation techniques incorporating electronic means of payment connected da-

tabases that link information coming from all the administrations of the State, and many 

other resources that have emerged during the last fifty years, have eliminated almost any 

barriers for the tax administrations to charge taxes. For most present-day States, especial-

ly in the developed world, taxation depends mostly upon political decisions on who and 

what to tax. Our societies do generally not conceive the State’s capacity as a problem, but 

rather as a given.

We often forget that the process that allowed the emergence of modern states in the 

western world depended upon the development of institutional frameworks that allowed 

society to charge taxes. Following the collapse of the Western Roman Empire, the public 

finance system divide itself among many institutions that substituted the Empire. The 

Church inherited most of what had been Rome’s tax structure. Many other parallel fiscal 

systems started to emerge during the Middle Ages: the cities controlled taxation over 

thriving local markets; landed nobility charged personal contributions and other taxes 

within their domains.1

The developments of the XIIIth century started to subvert this order of affairs. Across 

Europe, strong monarchies strove to centralize the State’s functions within a single insti-

tutional framework. An essential part of this endeavor was the conscious effort to con-

trol and expand public finance. This development took hundreds of years in the making, 

slowly incorporating parts of the tax administration that had been scattered in a myriad of 

hands, centralizing tax capacity.2 Centralizing the State’s functions meant finding coop-

eration of formal institutional frameworks such as cities, guilds, and many other corpora-

tions to make taxation viable. However, the interests of these local powers, which often 

predated the monarchies by centuries, often clashed with the efforts to control taxation 

directed from the State.

The conquest of the New World during the late XVth century, found Europe em-

barked in the process of political centralization, which would remain unfinished until the 

1 Gabriel Ardant, Histoire de l’impôt. Livre 1. De l’antiquité au XVII siècle (Paris: Fayard, 1971), 25-202.
2 “La période qui se situe du XIIIe siècle au débout du XVIIIe, est dominé par la longue, patiente et difficile 
reconstruction de l’impôt et de l’État.” Ibid., 17.
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late XVIIIth century.3 The governments of England, France, and Castile, ever-pressed to 

find fiscal resources, pushed to create increasingly centralized tax administrations and 

pursued to obtain jurisdictional power over taxation. The enterprise of colonizing the 

New World provided an excellent opportunity for the emerging States to introduce po-

litical and administrative frameworks within the public finance institutions that would 

shape the settlement process. The institutional structure that emerged in Hispanic Ameri-

ca should is just another part of this convoluted process.

However, the literature has not commonly assessed this framework as part of the 

general development of State capacity in the early modern era. Instead, the scholars have 

understood the Real Hacienda in America as an exotic development merely associated 

with colonialism and entirely subordinated to the metropolis. Even the assessments of 

Castile’s fiscal structure barely acknowledge the existence of a taxation system within its 

dominions of the New World.4

The diversity of the outcomes among the territories colonized by the different Euro-

pean Empires is a testament to the complex nature of the process. Whereas the Dutch fa-

vored chartered colonies dependent of private-owned enterprises such as the WIC and the 

VOC,5 the thirteen colonies in North America developed a mixed system ranging from 

zones under direct overseeing of the English Crown, such as Virginia, chartered territo-

ries such as Massachusetts, and private-owned colonies in Connecticut and Rhode Island.6 

Contrastingly, in the territories conquered by the Castilians, the Crown implemented a 

very distinct and well established fiscal system across all its dominions. The institutional 

3 Mark Dincecco, “Fiscal Centralization, Limited Government, and Public Revenues in Europe, 1650-
1913,” The Journal of Economic History LXIX, no. 1 (March, 2009): 52.
4 In his review of the castilian fiscal system, G. Muto scarcely acknowledges the existence of a royal exche-
quer in America. Giovanni Muto, “The Spanish System: Centre and Periphery,” in Economic Systems and 
State Finance, Ed. Richard Bonney (Midsomer-Norton, Bath: Clarendon Press, 1995): 231-259. F. Comín 
and B. Yun Casalilla barely mention the royal exchequer in America, and do not account for it within the 
assets of the Monarchy: Francisco Comín and Bartolomé Yun Casalilla, “Spain: from a composite mon-
archy to nation-state, 1492-1914. An exceptional case?,” in The Rise of Fiscal States: A Global History 
1500-1914, Eds. Bartolomé Yun Casalilla and Patrick Karl O’Brien (Cambridge, UK: Cambridge Univer-
sity Press, 2012), 233-266. However, more recently, B. Yun has published an essay in which he proposes 
the main lines to understand the problem posed by the fiscal system in America: Bartolomé Yun Casalilla, 

“El imperio español, entre la monarquía compuesta y el colonialismo mercantil. Metodologías, contextos 
institucionales y perspectivas para el estudio de la fiscalidad y la movilización de recursos,” in La fiscalidad 
novohispana en el Imperio Español. Conceptualizaciones, proyectos y contradicciones, Coords. María del 
Pilar Martínez López-Cano et. al., (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 
2015), 29-67.
5 Oscar Gelderblom et. al., “The Formative Years of the Modern Corporation: The Dutch East India Com-
pany VOC, 1602-1623,” The Journal of Economic History LXXIII, no. 4 (December, 2013): 1050-1076.
6 John Huxtable Elliott, Empires of the Atlantic World (New Haven, CT: Yale University Press, 2006), 
117-130. Also: Alvin Rabushka, Taxation in Colonial America (Princeton, NJ: Princeton University Press, 
2008), 118-143.
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structure that emerged there possessed a key characteristic: homogeneity.7

The resulting institutions were not a product of mere casualness. They were part of 

a conscious effort realized by the Crown to control its American territories.8 A post-facto 

analysis of the historical evidence shows that Hispanic America could have veered to-

wards a less homogeneous governmental and fiscal system, which would have been man-

aged partially by the Crown, the conquistadores,9 and the Church.10 A similar phenome-

non to the developments in the English settlements could have occurred in the Spanish 

possessions. However, since the mid-XVIth century, the Monarchy embarked on a cam-

paign of political and administrative reform. The objective was to enforce the Crown’s 

preeminence over territories that had been conquered by private agents and where the 

power of the Church was ever-increasing.11

1.1 The Real Hacienda in Hispanic America: institutional innovation and adapta-
tion

The main challenge for the framework imported from Castile was that it had to adapt its 

functioning to accommodate prehispanic fiscal institutions in America. The Real Hacien-

da had to be adapted to incorporate institutions that had originated within the Aztec and 

7 Herbert Klein, The American Finances of the Spanish Empire. Royal income and expenditures in Colonial 
Mexico, Peru and Bolivia, 1680-1809 (Albuquerque, N.M.: New Mexico University Press, 1998), 1-10.
8 “[Durante la Edad Moderna] El estado organizado alcanza un ordenamiento institucional. Hay dos cues-
tiones que polarizan la atención, porque de las soluciones que cada Estado adopte sobre ellas así será la 
naturaleza del mismo en aras a su modernización y capacidad de integración nacional: la cuestión de la 
soberanía y el alcance de la autoridad estatal. Entre una y otra, lo que se dilucida es a quién corresponde 
la capacidad de establecer y aprobar impuestos, que puede variar en función de cómo queden definidas la 
soberanía y la autoridad; tema crucial a la vista de las necesidades financieras del moderno Estado... Los 
Estados tratarán de aprehender cada vez más ampliamente el potencial financiero del país, vía fiscalidad, 
y de dirigir la vida económica, al tiempo que la sociedad procurará frenarlos y controlarlos.” Antonio M. 
Bernal, España, proyecto inacabado (Madrid: Marcial Pons, 2005), 72.
9 Queen Isabella conceded immense powers to Christopher Colombus, which allowed him to create new 
institutions in the parts that he discovered and settled. Thus, in Hispaniola, he created new taxes: a per-cap-
ita contribution, the tributo, that was to be paid by the indigenous population of the island. The constant 
complaints of the settlers about Colon’s despotic rule, reached rapidly the Castilian court. These constituted 
early warnings of the risks associated to surrogating the governing of the Indies. Juan Gil and Consuelo Va-
rela, “La conquista y la implantación de los españoles,” in Historia general del pueblo dominicano, Coord. 
Genaro Rodríguez Morel (Santo Domingo: Academia Dominicana de la Historia, 2013), 249.
10 See the propositions made by F. Bartolome De Las Casas in 1542 at the council of the Indies where it vin-
dicates royal authority in the Indies to shield its inhabitants from the devastation of the conquerors, or rather 
lose the entirety of the empire in the New World in favor of the church. Bartolomé de las Casas, Brevísima 
relación de la destrucción de las Indias (Barcelona: Galaxia, 2009): 104-120.
11 Notwithstanding the inherent merits of the laws impulsed by the government of Charles I, which really 
tried to limit the exploitation of the indigenous population, it cannot be denied that the ultimate goal of the 
Crown of Castile was to abolish the perpetuity of the encomiendas and repartimientos that had been con-
ceded to the local elite during the early years of the conquest. This was a bold political statement, as without 
financial means, the European settlers would have no material means to achieve independence.
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Inca Empires. Both polities had developed a complex fiscal system that included inten-

sive tax extraction and public goods provision. In the Peruvian and Mexican highlands, 

the Indian communities contributed to the central government with maize, cacao, coca 

leaves, cotton cloth, livestock, and, perhaps more importantly, labor.

These public finance systems are a testament to the heights of social complexity 

reached by the civilizations of the New World. M. Smith has shown the existence of two 

intricate taxation systems in the Mexican highlands, one at the Imperial level, and others 

enacted by each city-state incorporated into the Imperial framework through tax trans-

fers.12 T. D’Altroy calculates that at its peak during the XVth century, the Inca Empire 

managed to extract taxes from some 12 million contributors living in the Andean region 

between the areas of today’s Santiago and Quito cities.13 When Cortes seized Tenochtit-

lan in 1521, rather than destroy the Aztecs’ taxation system, he incorporated it into the 

nascent Hispanic American system. Years later, Bernal Díaz del Castillo, one of Cortes’ 

expedition soldiers, remembered that the gold plundered after the siege of the Aztec cap-

ital was almost insignificant. Nevertheless, the riches for the conquistadores came in the 

concession of tributaries in the territories of the former Aztec Empire. Bernal noted how 

Cortes’ soldiers used to review the fiscal sources of the Aztecs to decide where to con-

quest next.14

The set of corrupt Spanish institutions that, as contemporary literature has argued,15 

have the heavy burden of being the reason behind the underwhelming economic devel-

opment of Latin America, was not Spanish in its origin: repartimiento, encomienda, and 

trajín were at its core adapted forms of the prehispanic taxation system, now under the 

framework provided by the Real Hacienda. The tributos, as the conquerors called them.

Parallel to these developments, the territories in mainland America started to develop 

new economic activities that were subject to taxation. Taxes over precious metals proved 

to be increasingly important when the settlers discovered rich veins of silver in Potosí 

12 “In overall economic and political complexity the Aztecs ought to line up most closely with domain states, 
but their system of taxation in many ways was more typical of the tax state.” Michael E. Smith, “The Aztec 
Empire,” in Fiscal Regimes and the Political Economy of Premodern States, Eds. Andrew Monson and 
Walter Scheidel (Cambridge: Cambridge University Press, 2015), 71, also table 3.1 in page 76.
13 Terence N. D’Altroy, “The Inka Empire,” in Ibid., 31-70.
14 “En los libros de la renta de Moctezuma mirábamos de dónde le traían los tributos del oro y dónde había 
minas y cacao y ropa de mantas, y de aquellas partes que veíamos en los libros y las cuentas que en ellos 
tenía Moctezuma, que se lo traían, queríamos ir...” Bernal Díaz Del Castillo, Historia verdadera de la con-
quista de la Nueva España (Barcelona: Real Academia Española, 2011), 638.
15 Daron Acemoglu and James A. Robinson, Why Nations Fail. The Origins of Power, Prosperity and Pov-
erty (Suffolk: Profile Books, 2012), 32.
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and Zacatecas. Some commercial taxes started to be introduced at the ports of Hispanic 

America and proved to be a steady source of income for the Crown. If the local population 

was to pay taxes for these activities, a fiscal administration was needed. Most of these 

taxes were almost unknown to the prehispanic fiscal systems in place on the continent.

These denouements posed the central problem of administering the ever-increasing 

revenues of the Indies. The Crown wondered which were the tools at the disposal of the 

Empire to control this increasingly complex New World. In Castile, the Real Hacienda 

was not in charge of directly charging the taxes, for the most part. Other agents, such as 

the Cities and tax farmers, collected the taxes. To spend this revenue, the Crown directed 

its creditors to the many offices that controlled the revenue locally. To avoid complica-

tions, the Crown contracted financial intermediaries that helped it pay the soldiers and 

providers, many of whom were outside Castile, and expected the Crown to pay them in 

foreign currencies. These contracts were called asientos. Thanks to this shared effort, the 

Castilian Real Hacienda required a relatively small administrative apparatus to accom-

plish its goals. For the most part, they managed the accounts of the fiscal agents.

When the conquest and settlement of America took place, this structure proved im-

possible to replicate exactly. The cities were of recent creation. They had neither the 

economic power nor the institutional background to support the Monarchy, as it occurred 

in Castile. Moreover, the conquest wars had severely damaged the prehispanic taxation 

systems, or they possessed mechanisms that rendered them unprofitable, both financially 

and politically, for the Crown. The answer was the creation of a distinct fiscal framework. 

The development of the Hispanic American Real Hacienda was a crucial part of Charles 

I and Philip II’s enterprise in the New World. During the XVIth century, the govern-

ment managed to build a public finance system. The royal exchequer they constructed 

based upon the Castilian Real Hacienda. Both the taxes and the administrative structure 

in America took on the Mediterranean and the reconquista experiences. The Crown intro-

duced across the continent the commercial taxes paid by the Castilians. It also created a 

set of governmental organs very similar to those in the Peninsula. Its control organs, the 

chain of command, and the offices within the institutional frameworks were very similar. 

However, these institutions suffered many adaptations to the realities of the New World.

The Hispanic American Real Hacienda possessed a highly hierarchical administra-

tive structure that started in Madrid and extended to all of the territories governed by the 

Monarchy in the New World. It was capable enough to perform a set of defined functions 
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that rationalized taxation for these territories: it collected taxes directly from the popula-

tion, whenever it was possible; it paid the local expenses of the public administration; it 

channeled resources to provinces that had not enough taxes to sustain their public goods; 

it transferred surplus resources to Castile.

In the XVIIth century, the Real Hacienda de Indias inherited the structure that the 

Crown had created during the previous century. This structure had many inadequacies: 

a highly bureaucratized apparatus that was very slow to develop and apply tax policies, 

several flaws in the administrative organization. Nevertheless, the institutional arrange-

ment enabled the Hispanic Empire to collect taxes across all its overseas territories. The 

institutional innovation did not stifle. The control organs continued to evolve; the govern-

ment created new treasury offices; others closed their doors. Despite its many failures and 

shortcomings, the elements to accomplish these designs were at least adequate.

The Real Hacienda accomplished its functions by introducing a set of general reg-

ulations. It also developed a bureaucratic framework capable enough to enforce these 

policies.16 The Consejo de Indias was in charge of designing the guidelines. The Court in 

Madrid processed any decision regarding the introduction of new taxes in the continent, 

the modification of tax rates, or discounts on the established rates for a tax. The bureau-

cracy working at the fiscal administration in America had neither voice nor vote regarding 

the fiscal categories charged at their district. Neither had they any power to decide the al-

location of the surplus assets that resided in their coffers after they had liquidated the local 

expenses. The treasury offices in the New World were strictly administrative institutions 

that had no part in the decision-making process. This institutional arrangement allowed 

the existence of homogeneous fiscal categories across the continent.

Moreover, the public finance system in Hispanic America possessed several mecha-

nisms to enforce accountability. The administrative technique was similar across all the 

network of treasury offices. The fiscal categories were comparable, and the unit of account 

was the same, or at least, it was easily convertible. Many of the institutional innovations 

introduced by the Hispanic Empire during the XVIIth century, such as the creation of the 

Tribunales de Cuentas in Lima, Mexico City, and Bogotá, were related to this category.17

16 The Ordenanzas de Real Hacienda tome that was written by the Consejo de Indias in 1564 is impressive: 
a volume of 404 folios that compiled all the aspects of the Real Hacienda that were legislated upon by 
Charles I and Philip II: BNE, Manuscritos, 3035.
17 This is what contemporary fiscal theory understands as juridical-tributary and technical-tributary prin-
ciples of the tax. The development of these categories was a central part of the institutional innovation 
contained by the Hispanic American Real Hacienda. Fritz Neumark, Principios de la imposición (Madrid: 
Ministerio de Economía y Hacienda, Instituto de Estudios Fiscales, 1994), 355.
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The main feature of the Real Hacienda in America was that the fiscal revenue was 

spent directly at the Cajas Reales. The royal exchequer was capable enough to manage 

the transferences of fiscal resources within its institutional framework. It was able to 

channel fiscal bullion and monies to finance the government and the military defense 

across all the continent. To accomplish this feat, the government enforced control over 

the flux of precious metals, especially over the coins minted. Thus, the Crown enforced 

the use of only one type of coin all over the continent: the Castilian silver Real.18 The 

emergence of the peso de a ocho, a monetary unit based on the Real, as the first global 

means of payment, was closely linked to the institutional evolution of the fiscal system in 

Hispanic America. Should the royal exchequer used a myriad of different currencies, the 

Real Hacienda’s capacity to maintain the fiscal transferences within its framework would 

have suffered. Possessing a structure capable enough to collect and spend the fiscal mon-

ies in the continent, allowed the Crown to avoid many of the pitfalls related to financial 

intermediation experienced in Europe during this epoch. The asientos and préstamos in 

the New World did not have the same importance as in Europe.19

These were the centripetal forces that maintained the cohesion of the institutional 

structure. However, there were also centrifugal forces acting over the fiscal framework. 

The Real Hacienda in Hispanic America possessed many characteristics not necessarily 

pursued by the government in Madrid. Efficiency in solving the challenges of ruling an 

overseas empire often imposed its tyranny over the political and social innovations that 

might have shaped the form of the institutions that emerged in the New World. For the 

system to function, the Crown had to fragment parts of the fiscal administration. The local 

elites could resist orders issued from Madrid. Moreover, the royal exchequer encountered 

many limitations related to the early modern era’s social and technological development, 

most notably limited human resources and slow communications.

Observed from the present, the framework of the Hispanic American fiscal system 

might seem rudimentary. The fiscal framework included a myriad of exemptions based 

18 The Casas de la Moneda (mints) in Potosí and Mexico city produced mainly Reales, a silver coin. Gold 
coin production was consciously hampered in the New World. The Crown refused to issue licenses so that 
the mints could coin gold Escudos until the last quarter of the XVIIth century. The circulation of foreign 
coins was a phenomena almost unheard of. María Teresa Muñoz Serrulla, La Moneda castellana en los rei-
nos de Indias durante la Edad Moderna (Madrid: Universidad Nacional de Educación a Distancia, 2015).
19 Of course, this was also related to the capacity of the Real Hacienda in America to avoid indebtedness, 
thanks to its capacity to find sources of revenue. Also, the préstamos contracted in the New World were 
located at the main treasury offices in Lima and Mexico city. The provincial treasury offices, for the most 
part, had no permission to contract any préstamos.
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on the population’s merits and social condition. The rates of some taxes diverged signifi-

cantly between the provinces of the Empire in the New World. The 53 treasury offices that 

existed in the continent, as of mid-XVIIth century, were scattered across all the territory. 

All these problems had the potential to cripple the public finance system.

However, the Crown rapidly introduced a myriad of institutional adaptations and 

innovations over the original Castilian framework. To solve the functioning of the con-

trol organs and the central administration in both Spain and America, the government 

reached many compromises. The accountability of the system prompted the government 

to introduce a series of administrative reforms throughout the century. Despite the many 

problems it faced, the royal exchequer continued to operate throughout the continent. It 

did not collapse, nor it stopped providing funds for the functioning of the government and 

the military.

1.2 The institutional organization of the Real Hacienda

Understanding the dynamics of the public finance stricture during the early modern era 

requires to assess two key categories that provide a good insight into the capacity of the 

Real Hacienda. Firstly, it is necessary to answer as clearly as possible, who performed the 

decisions about what taxes to charge, and where to spend the fiscal revenue. P. Hoffman 

has noted that answering this question revolves around an agency problem.20 The second 

determination is the manner in which taxes were collected.21

Thus, researching the character of taxation in Hispanic America begins by assessing 

the Crown and its Real Hacienda’s capacity to control and direct the fiscal system that 

20 “Getting a deeper understanding of the political economy of premodern states will also require formal 
models. It is clear... that the politics in ‘Fiscal Regimes and the Political Economy of Premodern States’ 
revolves around a principal-agent problem, in which a political leader who makes decisions about taxes 
or spending in order to achieve some goal while taking into account political constraints and the actions 
of agents, who might be officials, members of the social or political elite, subjects, or even voters.” Philip 
T. Hoffman, “Public Economics and History: A Review of Fiscal Regimes and the Political Economy of 
Premodern States, Edited by Andrew Monson and Walter Scheidel,” Journal of Economic Literature LIV, 
no. 4 (2017): 1566.
21 “But other questions about the economy of the premodern states would benefit from having a formal 
model. Two such questions immediately come to mind. The first concerns how taxes are collected -whether 
that is the job of officials or whether tax collection is privatized and left to tax farmers, who can also lend 
the government money with the loans secured by the taxes they collect-... A formal model of when taxes 
are farmed out and when bureaucracies of officials are created would therefore be important. A simple prin-
cipal-agent model with an agent who bids on collecting taxes might be a place to start. It might suggest that 
as the government grew in size, the agent would hesitate to bid if the profits from collecting taxes were cor-
related with the returns on the agent’s other assets. The government could break the task of tax collection 
into pieces, but at some point, economies of scale in supervision might make it better for the government 
to hire multiple agents and pay them a salary- in other words, create a bureaucracy of officials.” Ibid., 1567.
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emerged there, and the character of the institutions. Figure 1.1 presents the organization 

of the Real Hacienda de las Indias. In this schema, we have classified the different insti-

tutions that conformed the Hacienda according to the role they played within the frame-

work. We propose two main categories: the government and its administrative branch. In 

the figure, we have marked the governmental institutions with two colors to distinguish 

between those that resided in Madrid, signaled with red squares, and those that operated 

in America, in blue squares. The administrative branch appears with green squares. The 

arrows declare the flow of the information, while the black squares declare some of the 

principal archival sources that can serve to reconstruct the functioning of the Real Haci-

enda.

The fiscal government in Madrid provided the general lines that regulated the Real 

Hacienda in America. All the adjustments needed to increase the revenue, modify the 

rates at which the taxes functioned, and to allocate fiscal resources in the New World, 

were issued from here. The governmental institutions in America took care of overseeing 

the policies designed by the direction. It also provided some insight into the viability and 

expected outcome of the orders it received. The administrative branch enforced the direc-

tives, charged the taxes, and also provided accountability to the institution.

The institutions that directed the Hispanic American Real Hacienda were part of the 

Indies’ broad governmental structure. They possessed precise functions when it came to 

directing and overseeing fiscal affairs. On the other hand, the administrative branch was, 

minus some punctual exceptions, highly specialized in taxation, and its bureaucracy pos-

sessed the technical ability to administer the exchequer.

The core of the public finance system in America was the treasury offices, the Cajas 

Reales. The first Caja in the New World was founded in Santo Domingo as early as 1501, 

more than 20 years before Charles I ordered the Audiencia to be established.22 In this 

early stage of the conquest, the government conceived the treasury office as a Casa de la 

Contratación analogous to Seville’s. Once again, a well-known institutional model was 

used to provide structure to the colonization in America. In this early form, the Crown 

understood its Hispanic American royal exchequer as a mere commercial agent that sold 

goods to the Spanish settlers in the Caribbean.

22 “El 3 de septiembre de 1501 recibe Nicolás de Ovando el nombramiento de gobernador y, a partir de este 
momento, la administración de la Real Hacienda se lleva ya a cabo en forma sistemática” Ismael Sánchez 
Bella, La organización financiera de las Indias. Siglo XVI (México, D.F.: Escuela Libre de Derecho, Mi-
guel Ángel Porrúa, 1990), 12.
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Nevertheless, the increasing complexity of an Empire that never ceased to expand 

during the first years of the conquest quickly transformed the Real Hacienda de las In-

dias into a large organization.23 By the beginning of the XVIth century, the Crown had not 

delimited the public finance attributions in Hispanic America. It rapidly understood that 

this situation could easily lead to political instability, as other institutions, such as the 

local elites and the Church, could easily challenge the primacy of the king of Castile in 

the settlement process.

Implementing a tax structure in the New World was not an easy feat. The Crown 

faced the challenge of mobilizing many resources that were not initially available in the 

New World. First of all, human resources were scarce. The bureaucrats had to be capable 

enough to understand the intricacies of the early modern world’s accounting systems to 

manage the monies, the bullion, and several other goods commercialized by the Crown. 

This level of specialization was not easy to come by in the New World. The government 

had to develop a new corpus of officers that would manage taxation in America. Castile 

possessed, without a doubt, a significant quantity of individuals that were more than able 

to fill these qualifications. Nevertheless, were they willing to abandon their families and 

social position in Castile to undertake the construction of a new tax system on the other 

side of the Atlantic ocean?

The second challenge was to provide the practical means to develop an administra-

tive structure entirely independent in the New World. Today it might seem menial, but an 

extensive tax administration needed paper and ink, and both commodities were of high 

value in the New World. Not only that, but the Crown also had to construct buildings to 

house the treasury offices, technology to store and manage the monies, and merchandise, 

had to be transferred to the continent.

23 “Tenemos aquí nuevos testimonios de esa total identificación de ideales entre los castellanos y sus Monar-
cas, que producía estupor a alguno de los Embajadores extranjeros y que reconocen historiadores tan poco 
sospechosos como Ranke y Merriam. De España a las Indias todos se sentían unidos en una gran empresa 
común espiritual. Para llevarla a cabo, hacían falta abundantes medios materiales y así hubo que crear una 
vasta organización financiera que crecía al compás de la rápida expansión por los territorios indianos.” 
Ibid., 3-4 [Emphasis added].
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1.2.1 The government

Los tributos, servicios, millones, alcabalas, y otros derechos reales y personales con que los súbditos sirven 
a Vuestra Majestad, son para la conservación de la paz y la justicia, y para deshacer los agravios que los 

vasallos padecen.
Cristóbal Moscoso y de Córdoba, fiscal at the Consejo de Indias, to Philip IV, c.a. 1633.24

The Hispanic Monarchy linked its legitimacy to preside over an empire directly to its 

capacity to provide justice within its territories. During the early modern era, this did 

not mean the same as for contemporary standards. Within the Hispanic Empire, justice 

provision referred to enforcing the traditional order of things. The king ruled over a high-

ly hierarchical social organization based in a Weltanschauung provided by the catholic 

religion.25 The Monarchy conceived itself as the warrant of the internal peace across all 

the lands ruled by the Empire.26 The government would provide jurisdictional means 

so that the particulars settled their affairs in the courts, and not by pure force.27 The 

Crown’s appointed rulers for the districts of the Empire in Hispanic America were either 

representatives of the king (virreyes) or judges (oidores). Thus, what justified the Cas-

tilian rule over the Indies was not the right of conquest, derived from pure violence, but 

the Crown’s competence to provide justice. As the taxes paid by the inhabitants had the 

primary purpose of financing the governmental institutions and provide protection from 

exterior threats, taxation was an integral part of royal justice.

The government of the Real Hacienda was centralized. As noted in figure 1.1, the 

head of the organization was the king of Castile. He resided at the Court in Madrid. In 

the famous description of Philip III’s Court by the Venetian Republic ambassador, Sim-

one Contarini, written in 1605, mentions the singularity of the American possessions in 

Castile:

The king about whom I come here to speak is so great that he rules in the world more 
than anyone else before has owned... America constitutes the core of all his States, 

24 BNE, Manuscritos, 18728, 14, f. 2 front. 
25 “El objetivo de la Corona Española durante este periodo era salvaguardar la unidad de este inmenso 
edificio compuesto, a la vez que luchaba por defender sus intereses dinásticos y religiosos en Europa, una 
tarea hercúlea que requería adaptar las estructuras políticas tradicionales para que respondieran mejor a las 
necesidades de expansión de la Corona.” Cayetana Álvarez de Toledo, Juan de Palafox. Obispo y virrey 
(Madrid: Marcial Pons, 2011), 40-41.
26 “Paz en el interior y guerra en el exterior se convierte en una práctica española durante los siglos XVI y 
XVII, seguida después, con notable y notorio aprovechamiento, por las distintas potencias imperiales que 
vendrán a reemplazarla.” Bernal, España..., 86.
27 José Manuel Díaz Blanco, Razón de Estado y Buen Gobierno (Sevilla: Universidad de Sevilla, 2010), 
94-108.
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for many treasures ship from there. He possesses it so absolutely that he can freely 
call himself Monarch of the Indies, as in the Western, there are little sea and land 
that does not belong to him. Especially on the parts that have some value and impor-
tance... [The Empire of the Indies] is governed by the laws of Castile.28

The extension and diversity of the parts that composed the empire made it materially 

impossible for an individual to directly manage the affairs of his states. Thus, a set of 

Councils (Consejos) aided the king. Also, during the XVIIth century, a private or prime 

minister (valido) directed the affairs of the government.29 The Councils of the king were 

institutionalized during the last quarter of the XVth century to administer the political gov-

ernment within Castile and Aragon’s realms. They were collegiate organs that dealt with 

the different problems of the Monarchy and provided insight about possible solutions to 

the challenges faced by the government. Their sessions intended to reach a consensus 

through a series of debates. They usually ended with the promulgation of a royal order. 

The Consejo was an institution that emerged from the necessities of the political central-

ization of the Monarchy.

The framework provided by the Councils, was used to build the government of the 

Hispanic Monarchy in the New World. Here we can appreciate another case of the insti-

tutional innovation essayed in the American enterprise: the idea of creating a new Council 

to enforce the centralization of the government when dealing with its external territories, 

was first attempted in the Mediterranean. The creation of a new Consejo to administrate 

the Hispanic possessions in Italy, had been debated since the epoch of the Catholic Mon-

archs. These efforts were hampered due to the long debate about the preeminence of Ara-

gon and its Council over Naples.30

28 Biblioteca del Palacio Real de Madrid, II [Manuscritos], 2836, Folio 339 front, 342 front and back, 357 
front.
29 It has to be noted that during the XVIIth century, the king normally delegated its affairs to a valido or 
privado (chief minister), a personage that took charge of the government while the king could be free to 
exercise other duties. The last Hapsburg king to govern by himself was Philip II, but his son delegated his 
power to the Duke of Lerma and then to his son Uceda; Philip IV had the famous count-duke of Olivares. 
Not only in Spain but across all the European Monarchies the valido was a common place: the Buckingham 
of James I in England and the Richelieu of Louis XIII in France -and during the minority of Louis XIV the 
Cardinal Mazarino-. The emergence of this figure can be understood given the growing complexity of the 
government during the sixteenth century. There were other reasons: the valido could be a personage that 
attracted all the negativity that day-to-day use of power could generate; if something was wrong, it was 
the privado that could muster all the complaints and act as a sort of shield for the king if the government 
failed. As Quevedo observed in the XVIIth century: “Sí, Señor, porque un privado,/ que es un átomo pe-
queño/ junto al rey no ha de ser dueño/ de la luz que el sol le ha dado./ Es un ministro de ley,/ es un brazo, 
un instrumento/ por donde pasa el aliento/ a la voluntad del rey” Francisco de Quevedo, Obra poética IV, 
(Madrid: Castalia, 1981), 156.
30 Manuel Rivero Rodríguez, Felipe II y el gobierno de Italia (Madrid: Sociedad Estatal para la Conmemo-
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Charles I issued the orders to create the Indies Council (Consejo de Indias) in 1524.31 

Contrary to what had happened in Italy’s case, the segregation of the functions of the 

government of the Indias Occidentales from the Consejo de Castilla was whole. The min-

isters of any other Councils did not challenge the jurisdiction of the new institution. The 

foundation of the Indies’ Council shows that it was easier for the Monarchy to centralize 

power within the Crown of Castile, than in the Crown of Aragon. The historiography has 

somewhat neglected the linkages between the Italian government and the development of 

institutions for America.32

The Consejo de Indias was the highest justice court for the American possessions 

of the Monarchy. It also managed all the petitions from those who wanted to emigrate to 

the New World,33 and the requests of the vassals both in the Old and the New Worlds that 

sought some reward from the king.34 The Council dispatched the appointments for a good 

portion of the administrative and religious offices held in the continent. The role played 

by the Consejo was crucial within the governance of the Empire. It centralized the com-

munication with the viceroys, governors, and presidents of the Audiencias. The archive 

generated by the Council, now deposited at the Archivo General de Indias in Seville, pos-

sessed information about all the parts of the Hispanic Empire, both in America and Asia.

Centralizing the means of communication in just an institutional framework was 

capital for the government’s success. In March of 1628, the newly appointed viceroy 

of Peru, the count of Chinchon, solicited permission to use a cryptography system to 

communicate directly with the Council of State. When notices of the petition reached the 

Consejo de Indias president, he answered in an elevated tone:

ración de los Centenarios de Felipe II y Carlos V, 1998), 57-64.
31 “La única salida de todas estas dificultades era la fundación de una autoridad suprema y completamente 
autónoma para las colonias y así, del modo más natural, sucedió en 1524 que del entonces Consejo de las 
Indias naciera el Consejo Real y Supremo de las Indias con presidente y consejeros propios, oficiales de 
secretaría y jurisdicción autónoma.” Ernst Schäfer, El Consejo Real y Supremo de las Indias. Su historia, 
organización y labor administrativa hasta la terminación de la Casa de Austria (Valladolid: Junta de Cas-
tilla y León, Marcial Pons Historia, 2003), 62.
32 “The problem of linking the centre of the Spanish monarchy with its peripheral kingdoms, whether in 
Europe or in America, produced several potential solutions. Ultimately, a new administrative structure 
was developed in the 16th century, though it borrowed heavily on practices and techniques of the late 
Aragonese-Catalan Mediterranean Empire.” Gabriel Paquette, “The place of Naples in the 17th-century 
Spanish Empire,” in Antonio Serra and the Economics of Good Government, Eds. Rosario Patalano and 
Sophus A. Reinert (New York, NY: Palgrave Mcmillan, 2016), 13.
33 The Council managed all the requests to travel from Europe to America. Migration was strictly controlled 
and it required to receive approval from several bureaucratic instances.
34 When a vassal or a group wanted to obtain a mercy or an exception to the rule, he had to plea to the king 

-as it was the king who distributed rewards for the services rendered-. More often than not, these rewards 
came in the form of a fiscal stipend or exemption.
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By asking the cipher at the Council of State, the count not only asks for a crypto-
gram but for the permission of Your Majesty to establish direct communication with 
the Council of State. By doing so, he would have the means to inform whatever he 
considers this Council of the Indies will approve, and then write to the Council of 
State, the Audiencias, the Bishops, and the Royal Officers entirely different state-
ments. When determining a trial, these tribunals could contradict themselves, and 
it is somewhat natural that it happens so, for each tribunal possesses a different 
account of the facts, and judges the cases following what has come to its knowledge. 
Having decrees that contradict themselves in places that are so remote as the Indies, 
will cause unforeseen damages. This situation is especially tricky, as the viceroy, 
being the judge with the most poser there, will certainly advocate for the mediums 
he founds more convenient to his interests. Although in Italy a similar situation as 
this has been often experienced, a letter can arrive here in just 15 days, so that the 
contradiction and differences among the orders can be solved. In the Indies, however, 
the effects of any contradictory orders given by the tribunals of Your Majesty could 
take years to mend.35

Philip IV did not allow that the Council of State provided the cryptogram to the 

count of Chinchon. The final resolution of the Consejo de Indias even commented that 

bypassing the monopoly of the communications with the organ was a practice that had 

to be forbidden, for it attempted directly against the correct government of the Castilian 

vassals in the New World.

By the mid-XVIIth century, the president, the Great Indies’ Chancellor (Gran Can-

ciller de las Indias) and his lieutenant, 15 Indies’ counselors (Consejeros de Indias),36 

the General Treasurer (Tesorero General), and an alguacil mayor, composed the Indies 

Council.37 The president of the Consejo de Indias was usually chosen among the high 

Castilian nobility ranks, while the Consejeros were bureaucrats that had held offices relat-

ed to the government of the Empire both in Madrid and in the New World. All the Council 

of Indies’ officers were highly specialized in the affairs of the Empire in America.38

In total, no more than 20 people were in charge of directing the vast empire in Ameri-

ca. Many secretaries and petty officers aided them. This framework constituted the central 

direction of the Real Hacienda of the Indies. The fiscal policy, followed by the Hispanic 

35 AGI, Gobierno, Indiferente General, 756, 03/14/1628, f. 1 front & back.
36 They were also called Indies’ Secretaries (Secretarios de Indias).
37 The great chancellor was a honorary appointment that was given during the first half of the XVIIth century 
to the count-duke of Olivares. BNE, Manuscritos, 1447, f. 9 front - 10 front.
38 Among the counselors that served in the Council of Indies during the XVIIth, it is important to mention the 
notable jurists Juan de Solórzano Pereira and Antonio León Pinelo; pioneers of the Derecho de Indias. See: 
Ballone, Angela, “Contextualizando o trabalho do jurista espanhol Juan de Solórzano Pereira.” Fronteiras 
& Debates IV, no. 1 (June, 2017): 29-53.
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Monarchy in the New World, was designed through the discussions held by this small 

group of people. Once they reached a decision, it would materialize into a direct order 

from the king: a royal order (real ordenanza) or a cédula real. This paper, signed by the 

king or his secretary, would then be sent to the part or parts of the world where it would 

be necessary to execute the action it appointed.

Among the myriad of responsibilities held by the Consejo de Indias, one of the most 

important was overseeing the Hispanic American Real Hacienda.39 This function was 

crucial to the operation of the Monarchy. It is no secret that some expense was usually 

needed to enforce a policy, be it a salary of an officer that should execute the orders, or 

to buy goods and pay for services. By centralizing the control of royal revenue and the 

expenses in a few administrative organs, the king could regulate the operation of its gov-

ernment directly.

At the begging of the XVIIth century, an Indies’ Hacienda Board (Junta de Hacienda 

de Indias) was established inside the Consejo de Indias. The board was composed by the 

president and six secretaries of the Indies’ Council, chosen by seniority, plus two Conseje-

ros and the fiscal from the Consejo de Hacienda de Castilla with full rights to vote.40 The 

Hacienda counselors’ presence was often singled out as the cause of many problems and 

delays during the board meetings. The president of the Indies’ Council often complained 

about the over-representation of an external governmental organ.41 Nevertheless, the king 

deemed this intervention necessary, because of the structure of the fiscal transferences 

from America to Castile, and the coordination of the royal monopolies that stretched 

across the Atlantic and the Mediterranean -mainly mercury and slave trade-. Indubitably, 

this led to jurisdictional competition between the two institutions over the control of the 

American finances.42

The Junta de Hacienda de las Indias was the sub-corpus that managed the royal ex-
39 The attribution of the fiscal direction for the American possessions created some frictions between the 
Indies’ Council and the Hacienda Council. Under Philip II, between 1557 and 1562, the fiscal order of the 
Indies returned shortly to the Consejo de Hacienda. Nevertheless it was considered that a certain degree of 
specialization was required to understand the affairs of the American possessions and the governance of the 
American Real Hacienda returned rapidly to the Consejo de Indias; it retained its fiscal attributions until it 
was abolished by the Cortes of Cadiz in the early nineteenth century.
40 “Sabemos que, en 1600, al crearse la Cámara de Indias se crea también una Junta de Hacienda, con Pre-
sidente y seis consejeros del Consejo de Indias, y dos del de Hacienda, además del fiscal y el secretario de 
este último siempre que puedan asistir.” Sánchez Bella, La organización..., 64-65.
41 AGI, Gobierno, Indiferente General, 747, 5-15-1602.
42 To understand better the structure of the payments made with fiscal remittances from America during 
the XVIIth century: Carlos Álvarez Nogal, Los banqueros de Felipe IV y los metales preciosos americanos 
(1621-1665) (Madrid: Imprenta del Banco de España, 1997), 21-48. The jurisdictional disputes between the 
council of Hacienda and of the Indies deserve a specific study.
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chequer. The secretaries held the meetings regularly, and it oversaw the creation of new 

taxes and the allocation of the fiscal surplus at the Cajas Reales in America. It is notewor-

thy that the Junta de Hacienda could debate either a matter that was proposed directly by 

the king or by an officer from the Consejo de Indias. The decisions reached through these 

means would then be sent to the king, formalized in a document called consultation to the 

king (consulta al rey), and with his sanction, the Consejo would act accordingly, either by 

sending orders to the American possessions of the Empire or by collecting information 

within the archive of the Consejo, so that the government could assess the affair.

The Junta de Hacienda de Indias should not be confused with the Juntas Privadas, 

also called Juntas Particulares. The king or his prime minister organized these to solve 

the government’s specific problems that required prompt action. Under Philip IV, es-

pecially during the government of the Count-Duke, these Juntas Privadas multiplied.43 

These tried to circumvent the Consejo’s long governmental process, especially in very 

sensitive affairs that required an immediate response. The prime minister would invite 

selected officers of the administration so that they would be able to reach an expedited 

agreement within a private Junta, which would mobilize the government.

Once the agreements were reached and orders processed, the Council typically sent 

them to government seats in the New World. Map 1.1 shows the spatial organization of 

the government in Hispanic America. During the XVIIth century, the Empire had two prin-

cipal seats of government (Lima and Mexico city) and four other seats that also housed 

with higher judicial courts. Although there were other important cities, such as La Plata, 

Santiago, Caracas, La Havana, Guadalajara, and Quito, the government considered them 

subordinated to the main seats. The six capitals shown on the map were the residence of 

viceroys and Reales Audiencias.

The lands conquered in America extended for some 16.6 million square kilometers 

by mid-XVIIth century. The total area of the American continent is 42.55 million km2. It 

is safe then to affirm that the area covered by the Hispanic Empire amounted to at least 

a third of the whole continent in 1650. The Hispanic Empire would reach its maximum 

extension until the XVIIIth century, incorporating the vast regions of northern New Spain, 

and the push across all the Andean regions to colonize the Amazon river basin. The mas-

sive expansion of the Hispanic Monarchy affected how the administration evolved within 

43 José Luis Bermejo Cabrero, Organización hacendística de los Austrias a los Borbones: Consejos, Juntas 
y Superintendencias (Madrid: Boletín Oficial del Estado, 2016), 50-54.
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the Empire. The sheer size of the empire had to be taken into account when designing 

the government. The trans-oceanic character of the Monarchy, perhaps the first empire to 

deal with such a challenge, frequently limited the capacity to take actions from the capital. 

These problems were especially acute in colonies not very well connected to the maritime 

routes or placed in geographical spaces with accessibility problems.

Due to the physical distance between the institutions based in Madrid and the many 

territories that had to apply the policies, the government experienced a long delay be-

tween issuing the royal orders and their actual enactment. Even key fiscal policies such as 

the Unión de las Armas suffered enormous delays because of the distance. The Council 

signed the order of the Union on the 9th of April, 1627,44 but it took over eight months to 

arrive in Mexico City. The letter reached the Cabildo on the 14th of January of 1628.45 

The negotiations between the viceroy and the regidores extended during that year. In No-

vember, the City signed the Union, and the viceroy Cerralbo sent immediate notice of the 

good news to the Court in Madrid with a small vessel (aviso). However, in the Bahamas, 

the Dutch attacked the aviso that transported the letters. The captain of the ship, Sebastian 

Garcia de Tapia was taken prisoner and conducted to the Netherlands. He managed to ob-

tain his liberty after he demonstrated that no one would pay for his rescue fee. His captors 

liberated him in Flanders without credentials and possessions. He managed to cross to the 

Peninsula through France by begging. He finally arrived in Madrid in December of 1632. 

The notice of Mexico City’s agreement to form the Union had arrived the year before in 

the Indies’ Fleet.46

It happened on countless occasions that, when orders to solve a particular affair ar-

rived, the situation had been already dealt with, or had changed so drastically that the in-

structions were utterly outdated. Nevertheless, the ledgers accumulated within the archive 

of the Indies’ Council permit to assess that the government had solved the problems of 

communicating with the colonies by the XVIth century. The Crown achieved this thanks 

to the maritime transports, mainly provided by the government, a network of roads, and a 

-mostly- public mail service that connected the Empire. 47 All of them were public goods 

44 AGI, Gobierno, Indiferente General, 2690, 04/09/1627, f. 5 front.
45 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 2 back.
46 García de Tapia pleaded to the Council to receive some monetary help so that he could return to Mexico 
city. The Council authorized that a payment of 689.34 pesos was given to the captain. AGI, Gobierno, Au-
diencia de México, 3, 197, f. 2 front & back.
47 Nelson Fernando González Martínez, “Comunicarse a pesar de la distancia: La instalación de los Correos 
Mayores y los flujos de correspondencia en el mundo hispanoamericano (1501-1640),” Nuevo Mundo 
Mundos Nuevos En Línea (December, 11, 2017): 1-20. Also: Guillaume Gaudin, Penser et gouverner le 
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paid by the royal exchequer.

The king was ever absent from the territories of the Indies. Royal absenteeism during 

the early modern era, might also signify the absence of the State. The king of Castile did 

not reside in Hispanic America: neither the Habsburgs nor the Bourbons ever visited their 

over-seas Empire during the long 300 years it lasted. According to the epoch’s political 

thought, the Monarchy conceived itself as a body of which the king was the heart and 

the head. As P. Ricœur has shown, the idea of the Absolute Monarchy and its institutions 

as a human body is linking the image of the king itself through the use of a Eucharistic 

motif: this is my body; the Monarch, both the person and its image, thus, represented 

the existence of the State during the Ancien Régime: “The utterance ‘This is my body’ 

governs not just the whole semiotics of the attributive proposition on the logical plane, 

but the discourse of power on the political one.”48 These problems were not just a mere 

sophism: without a king, the existence of the Hispanic Monarchy’s political regime in the 

New World lacked justification.

For the government to work, the Crown had to transfer some power throughout the 

continent. Of all the governmental institutions of the Empire, only the king and the coun-

cil remained in Madrid. This fact entailed several issues for the development of govern-

mental institutions in America. The Monarchy found the solution to this acute problem in 

an institution created precisely in the Mediterranean: the Viceroyalty, as it had operated 

in Naples since the beginning of the XVIth century. Through the subrogation of his person, 

the king could be present in the Indies. The creation of viceroyalties meant that the king 

delegated power into several institutions located in America, thus effectively limiting the 

actual power of the king of Castile in the New World.49 Here we see another example of 

the innovation that institutions created for the Mediterranean world were then adapted to 

and became central to building the empire.

Achieving a balance between the Crown’s centralizing efforts and the centrifugal 

currents operating in the continent was a painstaking effort. Provinces that were more 

than 10,000 kilometers away from the Monarch required special attention from the cen-

tral government, as the Crown rapidly understood that it could not rule the Indias Occi-

Nouveau Monde au XVIIe siècle. L’empire de papier de Juan Díez de la Calle, commis du Conseil des Indes 
(Paris: L’Harmattan, 2013).
48 Paul Ricœur, Memory, History, Forgetting (Chicago, IL: The University of Chicago Press, 2004), 264.
49 The formal title issued by the viceroy of New Spain in the XVIIth century was as it follows: “Don Rodrigo 
Pacheco Osorio, Marqués de Cerralbo, del Consejo de Guerra, virrey lugarteniente del Rey Nuestro Señor, 
gobernador y capitán general de esta Nueva España y presidente de la Audiencia y Chancilleria Real que 
en ella reside...” AGI, Gobierno, Audiencia de México, 373, f. 7 front.
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dentales as the other territories of the Empire in Europe. At the beginning of the XVIIth 

century, the Count of Lemos, president of the Indies Council, argued against the intro-

duction of long-term public debt within the Hispanic-American Real Hacienda. In a letter 

to Philip III, Lemos stated the inconveniences that such an action would cause: “...this 

is even more harmful in those reigns [of the Indies] as they are so distant from the heart 

and the head.”50

The backbone of the Hispanic Empire in the New World were the two viceroyalties: 

Peru in the south, marked with the yellow polygon in map 1.1, and New Spain to the 

north, marked with the red polygon. The general government of the territories was in 

charge of the viceroy, and he was also captain-general of the army. He was the lieutenant 

of the king in his district and carried all the responsibilities associated with the Crown. 

As such, he was able to unilaterally order extraordinary war expenses without approval 

from the Real Hacienda’s central direction. The Council limited this attribution in 1633. 

The new orders required the approval of the treasurer and accountant of the main treasury 

office, to limit the inconspicuousness used by the viceroys in such cases.51 The existence 

of other institutions that also provided and administrated justice tried to limit the vice-

roy’s power. The literature that assessed the XVIIth century has focused on the role of the 

viceroys in the New World’s political and social organization.52

It was also usual to ask for the viceroy’s opinion when a governmental affair debat-

ed in the Consejo could not reach an agreement. Knowledge of the local circumstances 

contributed by the viceroys was highly appreciated in Madrid. Of course, this proceeding 

introduced much delay when it came to reaching a compromise, due to the time needed 

to communicate with them. Nevertheless, this was a staple of the operation of the Real 

Hacienda during the XVIIth century. This intermediation was perhaps the single most 

crucial power invested upon the viceroys and often used across the century. J. I. Israel 

has noted that the viceroy’s position well in-between the local elites and the royal power 

was used by them to enrich themselves and their family and servants. As he assesses, this 

50 AGI, Gobierno, Indiferente General, 751, 08/14/1608, f. 2 front. [Emphasis added]. The full document 
has been transcribed in the annex: “8. The Count of Lemos, president of the Consejo de Indias, to Philip III. 
About the creation of new juros in Hispanic America” on page 519.
51 BNE, Manuscritos, 3046, 20.
52 “Tres elementos condicionaban el gobierno de las Indias: la lejanía, el absentismo real y la dificultad 
para recaudar impuestos. Juntos, obligaban a relajar las exigencias morales impuestas a los ofiiales reales 
y aconsejaban una exaltación de la figura del virrey, a quien se otorgaba un nivel de autonomía política 
mayor incluso que el de sus homólogos europeos.” Álvarez de Toledo, Juan de Palafox..., 163. See also the 
essays contained at: Pedro Cardim and Joan-Lluís Palos, Eds, El mundo de las virreyes en las monarquías 
de España y Portugal (Madrid: Iberoamericana Vervuert, 2012).
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situation was the single most important cause of conflict in America during the central 

years of the XVIIth century.53

The absence of the king of Castile from his American dominions had some advantag-

es. As the king did not have to meddle directly within the complexities of local politics, 

the Monarchy remained a somewhat distant judge invoked when a social actor, be it an 

individual or a corporation, deemed their privileges violated. Providing the political sys-

tem a strong sense of legitimacy and justice was something fundamental when it came 

to enforcing taxation.54 The king also had the power to defenestrate a viceroy or the 

president of an Audiencia by executing a visita, a powerful but expensive accountability 

mechanism.

The Real Audiencia was the first-instance appellation court for the sentences of local 

authorities across the Hispanic Empire. In Hispanic America, the government customar-

ily linked its districts to the jurisdiction of an Audiencia.55 Precisely, map 1.1 shows that 

the viceroys did not rule over all the New World territories. The Council limited their 

administration by the existence of four independent governments. Throughout the XVIIth 

century, these districts remained independent from the two viceroyalties and responded 

directly to the Council.56 They were often called Audiencias Pretoriales, to distinguish 

them from other territories which also possessed Audiencias, but remained subordinated 

to the viceroys. The government was in charge of the Audiencia president, who acted as 

governor (gobernador) appointed directly by the Consejo. They were independent of the 

viceroys in almost all matters. The Crown considered Pretoriales the districts between 

53 “...los virreyes eran cabeza de un sistema administrativo que hacía inclinar la balanza del poder en su 
favor, tanto para eludir en parte el control ejercido por Madrid como para neutralizar el poder local de los 
colonizadores peninsulares. Dicho sistema, que les daba muchas oportunidades de obtener ganancias per-
sonales y de ayudar a sus parientes y amigos a hacer fortuna, era, si los razonamientos desarrollados en el 
presente estudio son correctos, la principal causa de disensión existente en la sociedad novohispana. Como 
grupo, y otra vez con excepción del marqués de Gelves, los virreyes hicieron siempre lo posible por ocultar 
las debilidades fundamentales del statu quo, porque éste los beneficiaba mucho más que cualesquiera de 
las otras dos posibles alternativas: más poder real o más poder de los colonizadores.” Jonathan I. Israel, 
Razas, clases sociales y vida política en el México colonial 1610-1670 (México, D.F.: Fondo de Cultura 
Económica, 1980), 270.
54 For instance, in 1624 in Mexico City a popular uprising defenestrated the first viceroy to be chosen by 
Philip IV, the Marquis of Gelves, who had to hide in the Franciscan convent of the city to save his life. The 
insurrection was easily quelled when Madrid agreed to substitute the viceroy with the Marquis of Cerralbo, 
who conceded immunity to the leaders of the rebellion in 1627. Rosa Feijóo, “El tumulto de 1624,” Histo-
ria Mexicana XIV, no. 1 (July, 1964): 42-74.
55 The viceroyalties were also comprised of several districts that were linked to a Real Audiencia: New 
Spain contained the districts of Mexico and Guadalajara; Peru was composed by Lima, La Plata, Quito and 
Santiago.
56 The Crown was very hesitant to concentrate an excessive amount of power in a few hands, such as those 
of the viceroys. By dispersing its power across the New World, it aimed to deter the emergence of other 
agents.
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the two viceroyalties in America. These were the districts of Santo Domingo, Guatemala, 

Panama, and the New Kingdom of Granada (district of Santa Fe de Bogota).

The Council also considered the Audiencia in Manila as Pretorial, for its president 

governed the district. Nevertheless, this was a particular case, as the Audiencia was nomi-

nally under the control of New Spain’s viceroy. The extension of the control and its articu-

lation to that viceroyalty can be subject to debate. The case of the district of the Audiencia 

of Bogota is also singular, for most of the attributions it held were of a full viceroyalty,57 

but the Crown refused to nominate a third viceroy in America until the XVIIIth century.58

Santo Domingo is an excellent example of an Audiencia Pretorial. It encompassed 

the oldest territories conquered by the Crown of Castile in America, but whose power 

dwindled due to mainland discoveries’ economic importance. Nevertheless, Santo Do-

mingo held most of the territories that were the main battlefield of the Thirty Years’ War 

in America, and it became central when it came to defending the core of the Empire in 

the New World.59

Suppose a frontier between New Spain and Peru had existed. Competition between 

the viceroyalties might have developed, which would have forced the Crown to settle 

matters by deciding between one or another. The common frontier might have strength-

ened their political and economic relationships in the Pacific. The Crown avoided this 

outcome consciously by placing a “cushion” of administrations that had less power than 

the viceroyalties (the Audiencias Pretoriales), actually discouraging relationships be-

tween the main centers of power within the continent.

Regarding taxation, the main difference between the two viceroyalties and the other 

four governments was the existence of the local hacienda board (Acuerdo de Hacienda).60 

Any modification of consequence within the Real Hacienda had to have the sanction of 

the local powers. This specialized corpus had to decide how to materialize the actions 

appointed in the royal orders. The Acuerdo had powers to delay or return to Madrid for 

further discussion, any orders deemed contrary to the economic and political realities of 

57 For instance, being the seat of a Tribunal de Cuentas, and having the right to conduct an Acuerdo de 
Hacienda.
58 Fernando Mayorga García, La Real Audiencia de Santa Fé en los Siglos XVI - XVII. Historia, visitas, que-
jas y castigos del primer tribunal con sede en la ciudad (Bogotá: Secretaría General de la Alcaldía Mayor 
de Bogotá, D.C., 2013), 121-127.
59 See: Wenceslao Vega Boyre, “Aparatos administrativos e institucionales”, in Rodríguez Morel, Historia 
general..., 507-510.
60 For a good explanation of the functioning of the Acuerdo de Hacienda in Peru, see the description real-
ized by the viceroy Marquis of Montesclaros: BNE, Manuscritos, 19521, f. 27 back.
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the viceroyalty.

The director of the Acuerdo de Hacienda was the viceroy. The other participants 

were: the eldest of the Audiencia judges (oidor), the public prosecutor (fiscal), and the 

general accountant (contador de cuentas) of the local accounting office (Tribunal de 

Cuentas). For those affairs that entailed a very technical approach to be solved, the Acuer-

do could ask for assistance from the officers working at the main treasury office (Caja 

Real Central).

The viceroy could invite some of the representatives of the local elites to the Acuerdo. 

They could provide their insight and express their demands so that they would be able to 

reach a social consensus to impulse the reforms over taxation. Although this procedure 

was not mandatory, the Crown rapidly understood that the support of the inhabitants in 

America was optimal for the success of the reformations conducted, especially if the ob-

jective was to increase the fiscal revenue. Part of the secret for the success of taxation in 

Hispanic America resided in the existence of the Acuerdos de Hacienda in Lima, Bogota 

and Mexico City.61 Local elites had at least the possibility of taking some part in the deci-

sion to create new taxes or modify those already in existence. The mechanism permitted 

royal taxation to acquire a sense of legitimacy in the eyes of the American vassals of the 

king of Castile, as they constituted a means that allowed the local elites to co-participate 

in the construction of the Empire.

Having valid interlocutors to negotiate taxation was necessary for the Crown. It con-

sciously promoted the apparition of other institutions, similar to those already in place in 

Castile -Consulados de Comercio, Ayuntamientos, Conventos, Universidades- that would 

allow the settlers to converge and focus on local affairs rather than wide-Empire matters. 

They would serve as vehicles to channel the power of the local elites within the Monar-

chy’s political ethos. In Hispanic America, the municipalities (Ayuntamientos) and their 

Cabildos, merchants’ guilds (Consulados de Comercio), mining deputies (Diputaciones 

de Minería), and many other similar organizational frameworks owed their legitimacy to 

the appointments conceded by the Crown. The actual power conferred to these new insti-

tutions, was the capacity to become a valid interlocutor between the settlers and the king 

in Castile, especially when it came to tax negotiation.

61 In the case of the New Kingdom of Granada, the president of the Audiencia directed the Acuerdo de 
Hacienda.
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1.2.2 The fiscal administration

The treasury offices (Cajas Reales) and the accounting offices (Tribunales de Cuentas) 

were the two frameworks that composed the fiscal administration in Hispanic America. 

The treasury offices were the places where the population paid the taxes. There, the ad-

ministrators received the payments, managed the royal revenue, and liquidated the public 

services provided by the Real Hacienda. The accounting offices were in charge of enforc-

ing the accountability of the system through an audit system. Whereas the treasury offices 

were part of a network distributed across the continent, the accounting offices were in 

Madrid, Lima, Mexico, and Bogota.

Figure 1.1 shows the institutions that composed the fiscal administration in Hispanic 

America in green color. The arrows of this category also indicate a different flux of infor-

mation. The government exhibits a top-down pattern. Contrary to this, the administrative 

branch distributed the information from the bottom to the top. Thus, to better understand 

the institutional arrangement, the exposition order should be inverted. The pages that 

follow analyze the administrative structure of the exchequer commencing by the smallest 

of its units: the Cajas Reales.

The operation of the treasury offices in Hispanic America was simple. The bureau 

was located either inside the Casas Reales62 or, should the budget allowed it, in a separate 

building specially constructed to house the treasury. They opened two or three days each 

week, typically Tuesdays and Wednesdays. These days, the population, in general, could 

attend the offices. The Cajas Reales in Hispanic America had three main functions. First 

of all, they served as hubs to collect taxes from the local population. The administrators 

working there received the payments realized by the contributors. The process was fair-

ly straightforward. In the provinces that produced silver, the miners had an obligation 

to present their bullion in the treasury office, where the assayer would cut the part that 

belonged to the king and then returned the metals to their owners stamped with the arms 

of Castile. The seal informed the potential buyers of the bullion that it had paid the taxes, 

and thus it was legal to be sold in the market.

The second function of the treasury offices in Hispanic America was to pay for any 

62 The building designated as Casas Reales served as the lodging of the local justice court and it was also 
the physical embodiment of royal power in the American continent. All the cities and towns that were 
chosen as head of a royal jurisdiction (Corregimentos and Alcaldías Mayores) had a building that served 
this purpose.
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public services or goods provided locally. Here, we can include the administrators’ wages 

and the petty officers working at the Caja Real. They also paid the soldiers that defended 

the Empire. The third function was to remit the surplus to the main treasury office in the 

viceregal capital or ship it to another provincial Caja that needed the surplus to pay for 

its expenses. The administrators operated the transfers after they had liquidated the ex-

penses incurred by the local administration. These transfers between treasury offices were 

a staple of the Real Hacienda in the New World and constituted an exciting institutional 

development of the XVIth century.

The institutional arrangement of the Real Hacienda in Castile was more fragmented 

than in America, for it favored efficiency over the direct control of the revenue. In Cas-

tile, the Cities and other tax farmers collected most of the fiscal revenue. The Crown’s 

officers did not necessarily conduct the expenses. As the resources often wound up being 

transferred outside of Castile, and the payments realized in a different currency of that in 

which the fiscal agents had collected, this fiscal system encouraged the use of financial 

intermediaries to optimize its efficiency.

In Hispanic America, the monies, bullion, and species that entered the Cajas Rea-

les, were considered all part of the royal exchequer, notwithstanding their origin. Within 

the New World treasury offices, whether the bullion came from the silver quintos or as 

payment from an arrendamiento was of no interest. This feature of the Real Hacienda in 

America allowed the Crown flexibility to allocate the fiscal resources, as it used the rev-

enue without any spatial limitation. However, its operation severely limited the Crown’s 

capacity to dispose rapidly of the fiscal revenue, for it had to wait for each Caja Real to 

remit the bullion and monies.

The officers working at the treasury offices stored the bullion and monies they had 

collected in a strongbox located inside the treasury office, the actual Caja. These coffers 

were central for the functioning of the treasury offices, as they had at least two locks, and 

only opened when all the keys activated the latches. The government of the Real Haci-

enda provided one key to each of the officers that worked there. The mechanism helped 

to improve accountability, as at least two officers had to be present to open the locks and 

either deposit or subtract content from the treasury.63 The Cajas Reales also received the 

payments realized in species by the population that did not contribute with money, no-

63 A Caja de tres llaves is being displayed publicly at the army museum in Toledo. This particular exemplar 
was used to pay the tercios in Flanders during the Eighty Years' War. An image can be found in the annex: 

“1. Caja de las Tres Llaves from the treasury office of the army in Flanders c.a. 1630” on page 504.
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tably some Indian communities that paid the tributo with locally-produced goods. The 

government equipped the treasury offices with all sorts of facilities to store grains and 

animals. The Oficiales Reales would then sell the goods in public auction (almoneda).

The public servants enrolled in treasury offices were known as Judges-Royal Offi-

cers (Jueces Oficiales Reales). The name denotes an essential characteristic of the early 

modern world: tax administration was considered a component of royal justice, so its of-

ficials were considered a particular category of judges. None of the other branches of the 

government had the privilege of using the name Real attached to their official positions. 

The Crown recognized only those public servants in charge of the treasury as part of its 

corpus.64

During the XVIIth century, there were two central positions within the Cajas Reales: 

the accountant and the treasurer. 65 The former specialized in maintaining the information 

of day-to-day operations within the ledgers that the local treasury office produced. The 

latter collected the taxes and was in charge of the monopolized goods sold in the Caja 

Real, such as mercury, tobacco, and playing cards. Both of them were held directly re-

sponsible for the treasury office by the instances overseeing the operation of the royal 

exchequer. They received an excellent salary as compensation for this level of responsi-

bility.66

Working under the accountant and the treasurer, other petty officers helped to man-

age the local treasury offices: a notary that copied the ledgers assisted the accountant;67 a 

mineral assayer tested the quality of the metal so that it could pay the taxes; there was an 

Alguacil that enforced, if necessary, the payment of taxes in the province served by the 

Caja Real. A main treasury office, such as that in Lima, had at least eleven petty officers 

64 This precision is important as in the specialized literature is a common mistake to refer to any kind of 
officer from the Hispanic Empire, such as the corregidores, alcaldes mayores, oidores and síndicos, as an 

“Oficial Real” this is an error; the only corporation whose authority issued exclusively from the king was 
the exchequer and thus its officers had to answer directly to him.
65 When the Cajas Reales started to appear in the New World in the XVIth century, there were four main 
offices: accountant, treasurer, factor and overseer. As the Real Hacienda abandoned its paper as a simple 
goods furnisher and became an actual tax administration, most of the factor and overseer positions were 
consumed and their functions were passed to the treasurer. Cajas Reales that were situated in government 
seats (such as Lima and Mexico city) normally retained -at least- the factor position.
66 For example, during the XVIIth century in the San Luis Potosí Caja Real, the accountant and treasurer per-
ceived about 1,290 pesos each year. The lesser offices -like the alguacil ejecutor de Caja Real- perceived 
only about 100 pesos yearly. For an accountant receipt: AGI, Contaduría, Cajas Reales de Nueva España, 
922, f. 118 front. For a treasurer receipt: AGI, Contaduría, Cajas Reales de Nueva España, 922, f. 133 front. 
For an alguacil ejecutor receipt: AGI, Contaduría, Cajas Reales de Nueva España, 923-A, f. 273 front.
67 Depending of the volume of work that needed to be done in the Caja Real, the escribano de Caja Real 
could be a specialized post or could be served by the local public notary.
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by 1630.68

The Oficiales Reales responded directly to the viceroy, as director of the Acuerdo de 

Hacienda, when it was necessary to execute any fiscal policy implemented by the govern-

ment. They also had to provide detailed information about the fiscal revenue under their 

administration to the Tribunal de Cuentas to audit the accounts of their administration. 

They were considered part of the administrative branch and had no power whatsoever to 

determine neither the type of taxes nor the rates charged in their Caja Real.69 The central 

direction and the local hacienda board was in charge of these decisions. Should a local 

treasury changed a tax rate, the officers would have been denounced rapidly at the Au-

diencia and even at the Consejo de Indias.70

However, the Royal Officers indeed played an important role in local politics. They 

could serve as a factor to enforce or block taxation locally. Perhaps one of the first orders 

sent by Philip IV to the Indies, a few days after his ascension to the throne in 1621, was 

to eliminate the practice of appointing the treasurers and accountants directly as regido-

res of the Cabildo.71 The Crown tried to eliminate any conflict of interest regarding how 

the Oficiales Reales charged taxes within their provinces. This policy limited the power 

of this corpus of administrators, as it forbade their participation in any decision-making 

process regarding taxation and enforced the fiscal system’s accountability.

68 Francisco López de Caravantes, Noticia general del Perú II (Madrid: Atlas, 1986), 53, 57, 60.
69 Grafe and Irigoin argue that the officers at the provincial level had power to negotiate taxation. However, 
they do not provide a single example that would support their assessment. It is true that taxation in Hispanic 
America entitled negotiation, but there were institutionalized mechanisms to conduct it. For the most part, 
the administrators working at the Cajas Reales, had no active part in the negotiations to create or modify 
taxes. “En realidad los distritos fiscales coloniales disfrutaban de gran autonomía, y tanto la recaudación 
como la gestión de la hacienda dependían en gran medida de negociaciones a nivel local, regional y central.” 
Alejandra Irigoin and Regina Grafe, “Nuevos enfoques sobre la economía política española en sus colonias 
americanas durante el siglo XVIII,” in Economía política desde Estambul a Potosí. Ciudades estado, impe-
rios y mercados en el Mediterráneo y en el Atlántico ibérico, c. 1200-1800, Eds. Bartolomé Yun Casalilla 
and Fernando Ramos Palencia (Valencia: Publicacions de la Universitat de València, 2012), 165.
70 For Instance, in 1651 the viceroy of New Spain, count of Alba de Liste, ordered the termination of the 
Caja Real in San Luis Potosí. An audit from the Tribunal de Cuentas in Mexico City had discovered the 
Royal Officers had used money from the Caja to provide credit to the miners of the town. Neither the Coun-
cil nor the Viceroy had given permission to such operation. For the Acuerdo de Hacienda: AGI, Gobierno, 
Audiencia de México, 373, f. 26 front.
71 “Desde el principio del descubrimiento de las Indias con que se fue dando orden en su buen gobierno, 
administración y cobranza de la Hacienda Real, y proveyéndose para este efecto oficiales, contadores, te-
soreros y factores, se les dieron juntamente con los títulos de sus oficios otros de Regidores de los pueblos, 
cabezas principales donde habían de tener su habitación y caja real, así por honrar a sus personas y oficios 
como por tenerlos en los cabildos por testigos de todas las acciones de la república, y encaminar lo que 
conviniese al Real Servicio en las materias de que allí se tratase. Esto se ha continuado hasta ahora, que 
habiéndose tratado y platicado y reconocido, con la larga distancia del tiempo, haber sido infructuosa y de 
ninguna importancia las previsiones en ellos de los dichos oficios de regidores. Ha parecido al Consejo, 
podrá mandarse que no usen de ellos, y que sólo traten de los que tienen y tuvieren, tocantes a la cobranza 
y administración de la Hacienda Real.” AGI, Gobierno, Indiferente General, 2690, 05/16/1621.



54

In Hispanic America, the Crown managed to create a structure that had a territori-

al presence across almost all the provinces that composed the realm. The undertaking 

was enormous. Map 1.2 shows the distribution of the Real Hacienda institutions in the 

American continent, Asia, and Europe. Table 1.1 presents the spatial distribution of the 

institutional framework by 1650. That year, a total of 51 treasury offices were fully-func-

tioning across the American continent, two of them were in Asia. Most of the Cajas Rea-

les belonged to Peru, which was also the largest of the governments in Hispanic America. 

New Spain possessed only 11 treasury offices, counting the two in the Philippines. The 

districts of the Audiencias Pretoriales in Central America and the Caribbean contained 

another 16 offices. Eight institutions, including the Tribunales de Cuentas and the Casas 

de Moneda, close the total figures. Finally, a corpus of 285 individuals distributed across 

three continents composed the whole Real Hacienda structure.

We must explain the logic behind the spatial distribution of these offices, as it links 

directly with the general dynamics of Hispanic rule on the New World.72 To assess these 

subjects better, Figure 1.2 presents the administrative divisions of the Hispanic Empire. 

It shows the territorial structure of the royal government, the Church, and the Real Haci-

enda. Both the government and the Church had four administrative divisions in America. 

However, the royal exchequer had only three administrative divisions. Map 1.1 present-

ed the largest governmental units in America: the viceroyalties of Peru and New Spain. 

These entities were, in turn, subdivided into districts ruled from the seat of a Real Audien-

72 The cities marked the logic of the governmental institutions and their spatial distribution in Hispanic 
America. Manuel Miño Grijalva, El mundo novohispano: población, ciudades y economía: siglos XVII y 
XVIII (México, D.F.: El Colegio de México, Fideicomiso de Historia de las Américas, Fondo de Cultura 
Económica, 2001).

Government Cajas Reales Other Real Hacienda 
Institutions Employees

Peru 26 3 130
New Spain 11 3 74
Central America and 
The Caribbean 16 1 75

Castile 1 6
Total 53 8 285
Sources: Archivo General de Indias, Gobierno, 748, 12/06/1603; Biblioteca 
del Palacio Real de Madrid, II [Manuscritos], 1278; Biblioteca del Palacio 
Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca Nacional de 
España, Raros, 3080;  Biblioteca Nacional de España, Manuscritos, 2734.

Table 1.1. Spatial Distribution of the in Hispanic American Real Hacienda, c.a. 
1650



55

!(

!(

!(

!(!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(
!(

!(

!(

!(
!(
!(

!(
!(

!(

!(

!(

!(

!(
!(

!(
!(

!(

!(

!(

!(

!(

!(!(!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

!(

¯

800 0 800400 Km

Castile

¯

340 0 340170 Km

!(

!(

Philippines

¯

340 0 340170 Km

!(

!( Real Hacienda

Province

Hispanic Monarchy

Map 1.2. Spatial Distribution of the Hispanic American Real Hacienda, c.a. 1650



56

Gobierno Virreinal

Distrito de Audiencia

Provincia

Tribunal de Cuentas

Caja Real Provincial

Caja Real Central

Church

Royal Government

Real Hacienda

Consejo de Indias

Gobernación

Contaduría
del Consejo de Indias

Alcaldía Mayor /
Corregimiento

Arzobispado

Obispado

Parroquia

Patriarca de las Indias

Audiencia Pretorial

Figure 1.2. Administrative Divisions of the Hispanic Empire, c.a. 1650
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cia. There were a total of eleven districts in Hispanic America. Technically, the Council 

situated the districts of Guatemala, Santo Domingo, Panama, and New Granada in this 

second level of government. However, as the viceroys had no jurisdiction over them, it 

is better to understand them between the government of a viceroyalty and the Audiencia 

district.

The districts of an Audiencia were, in turn, subdivided into provinces (provincias), 

with capitals at a major city. Certain territories, usually those located on the limits of 

the Empire, were considered gobernaciones, for its appointed gobernador, often chosen 

directly by the Consejo, retained special faculties to conduct the military defense of the 

jurisdiction. The royal government in Hispanic America had 62 provincias and goberna-

ciones, with their respective capitals.

Finally, a province was composed of a certain number of Corregimientos and Alcal-

días Mayores, the smallest jurisdictions of the Hispanic Empire in America. The database 

compiled for the present dissertation has identified a total of 617 minor jurisdictions in 

Hispanic America by the mid-XVIIth century. In some regions of the Empire, such as 

New Spain, this fourth level of government contained both Corregimientos and Alcaldías 

Mayores. This categorization denoted a differentiation between those judges ruling a zone 

populated by Indians, the Corregimiento, or a zone populated mainly by mestizos and 

Spaniards, the Alcaldía Mayor.

The Real Hacienda of the Indies’ central direction considered necessary that each 

province had at least a treasury office within its territory. The government did not decide 

this occurrence haphazardly. This spatial design of the royal exchequer followed closely 

the path of another institution exported to the New World: the Catholic Church. Even 

today, within the Catholic Church, the diocese is the central hub for its economic orga-

nization; each bishopric has to collect its income and must provide for the necessities of 

its congregation. The cathedral is the base of the Church’s economic functions. However, 

the bishop can mobilize each of the parishes to collect the tithes and alms of its jurisdic-

tion. The Catholic Church’s diocesan model was, in its origins, an institutional arrange-

ment created by the Western Roman Empire during the third century to improve taxation.

In Hispanic America, the fiscal district covered by a Caja Real had the equivalence 

of a Church’s bishopric (see figure 1.2). Thus, mimicking the diocesan model, a treasury 

office was in charge of collecting the taxes and paying for the public services within its 

province. For certain taxes which needed a very local approach to be collected, such as 
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the tributos, the administrators of the Caja Real could ask for the Corregidores’ support. 

The Crown could easily convert an army of bureaucrats working at the local government 

into proxies of the Real Hacienda, and urge them to visit the populations within their ju-

risdiction to transfer taxes to the provincial treasury offices. Thus, the Corregimiento ap-

pears in the lower-right end of Figure 1.1 marked as a green box with a discontinuous line.

Peru shows the most pristine application of this spatial model in the American conti-

nent. Map 1.2.a presents the administrative division of the southern viceroyalty until the 

provincial level. The polygons show the four Audiencia districts that composed it: Quito, 

Ciudad de los Reyes (Lima), La Plata, and Santiago. The gray lines denote the provinces 

contained within those districts. The orange dots show the distribution of the treasury 

offices active in Peru towards the mid-XVIIth century. The map clearly shows that each 

province of the Peruvian viceroyalty had at least one treasury office. The largest district 

of the Hispanic Empire, La Plata, was composed of six provinces: La Paz, Oruro, Potosí, 

Santa Cruz, Tucumán (with the provincial head in Santiago del Estero), and Buenos Aires. 

Here, each provincial capital had a Caja Real.

This pattern does not repeat within the district of Quito. There, the three provinc-

es: Quito, Guayaquil, and Zaruma, contained five treasury offices. In this district, the 

apparition of two additional treasury offices responded directly to the necessities of tax 

collection and public expenses: the Caja Real in Baeza, east of the province of Quito, 

was created to facilitate the payment of commercial taxes derived from the cinnamon 

produced in the Quijos river.73 Whereas the Caja in Puerto Viejo, in Guayaquil province, 

was established to pay to the furnishers of the South Sea Fleet that stopped there when it 

navigated from Lima towards Panama.

The role played by the treasury office at the governmental seat of Lima was crucial 

for the functioning of the royal financial system. This Caja Real Central concentrated all 

the proceedings from the taxes collected in La Plata and redistributed them. It managed 

the transfers to pay the military defense and the government needed at the district of San-

tiago. It marshaled the resources that shipped to Seville through the Panama strait. This 

treasury office also managed the royal exchequer’s connections with several institutions 

that transferred taxes to the Real Hacienda, such as the Archbishopric and the Consula-

do de Comercio. The structure of the Real Hacienda in Peru’s viceroyalty was -without 

73 Nevertheless, this treasury seems to have ceased its operations at some point during the second half of 
the XVIIth century.
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a doubt- the most developed in the New World. The quantity of Cajas Reales and the 

organization of the districts and provinces provided a framework perhaps unmatched 

among the metropolitan areas of other Empires of the epoch. This development comes as 

a no surprise, for the viceroyalty was the central hub of the Hispanic Empire in America 

during the XVIIth century.

The Peruvian royal exchequer was the leading provider of fiscal resources to cover 

for the Crown’s expenses in the New World. The central direction acknowledged the 

importance of this structure within the Hispanic Empire. It allocated there its best human 

resources, provided the practical means to tax, and revised the impact of its policies 

carefully. This affirmation does not deny that many problems plagued its administrative 

structure. Nonetheless, it is also true that the bureaucrats’ technical preparation and the 

means at their disposition were superior if compared to the other governments of the 

Hispanic Empire in America. The network of Cajas Reales installed there is an excellent 

testament to this fact.

Map 1.2.b presents the districts and provinces of the viceroyalty of New Spain. It 

shows how two of its districts were in America and the other in Asia. The nine treasury 

offices contained in the districts of the Audiencias of Mexico and Guadalajara provided 

coverage for most of the provinces in the viceroyalty. Nevertheless, compared with the 

array of treasuries found in Peru, the administrative structure of New Spain seems small. 

Whereas Lima district possessed a total of 13 treasury offices, the district of Mexico only 

had eight. The differences between the viceroyalties are evident: an entire province, Oax-

aca, was left without a treasury office in New Spain.74 Puebla and Michoacán possessed 

treasury offices in populations outside the provincial capital, despite the practice of locat-

ing them in the provincial capital, at the critical port of Veracruz for the former and in the 

mining zones of San Luis Potosí and Guanajuato for the latter.

The gargantuan size of the treasury office in Mexico City within New Spain’s Real 

Hacienda administration can explain these divergences, at least partially. This Caja Real 

collected taxes in at least four provinces,75 an immense concentration of administrative 

functions consequence of the Aztec Empire’s tax structure inherited by the Real Hacienda 

74 The case of Oaxaca is especial in the New Spain, as it contained the head of the Marquesado del Valle 
de Oaxaca given to Cortes and his descendants. It was also the zone in which the cochineal was produced. 
These determinations might have affected the Real Hacienda in the zone.
75 See the excellent data provided by E. Sánchez Santiró for the first half of the XVIIIth century. Ernest Sán-
chez Santiró, Corte de Caja. La Real Hacienda de Nueva España y el primer reformismo fiscal de los Bor-
bones (1720-1755) (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2013): 238-256.
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in the viceroyalty. During the colonial period, most of the efforts to enforce accountability 

in New Spain, notwithstanding the dynastic change, were centered on creating provincial 

treasury offices that limited the zone administrated by Mexico City. This pattern started 

with the foundation of the Cajas Reales in San Luis Potosí, Guanajuato, and Pachuca 

during the XVIIth century. It continued through the XVIIIth, culminating precisely with 

the creation of the treasury offices of Puebla, Valladolid, and Oaxaca, the provincial cap-

itals.

The Philippines’ administrative structure exhibits a similar pattern as the one found 

in the district of Mexico, a treasury offices that concentrated most of the administration 

situated in Manila. The office in Ternate, translated as Terrenate in Castilian sources, was 

practically an appendix of the latter, as its primary purpose was to pay the soldiers that 

defended this enclave in the Maluku islands. This Caja Real disappeared in 1663 when 

the Dutch VOC forced the Hispanic Empire to evacuate the area.

While the administrative structure of the royal exchequer in Peru seems to be closely 

following the model designed in Madrid, the spatial distribution of the Real Hacienda in 

New Spain seems somewhat lackluster. Was the structure inadequate to tax New Spain? 

With the creation of the San Luis Potosí treasury office in 1628, the Crown learned a harsh 

lesson: creating new treasuries could increase administrative costs while doing little to 

enforce tax collection.76 Problems could not be solved simply by increasing the size of 

the administration.

To conclude the exploration of the spatial distribution of the treasury offices in His-

panic America, Map 1.2.c shows the Cajas Reales in the districts ruled by the Audiencias 

Pretoriales. The area enclosed the Caribbean and Central America. The districts shown 

here were of the highest strategic value for the Hispanic Empire: the main route that con-

nected Europe with America crossed from the Atlantic Ocean to the Caribbean and then 

across the road Portobelo-Panama to enter in the Pacific. Merchandises sent from Seville 

to the New World, silver remittances from Peru and New Spain, letters that contained roy-

76 San Luis Potosí’s diputación de minería paid a lawyer to promote the closure of the Caja Real in the min-
ing zone, arguing the state of the administration: “Y claro es, que si al tiempo de empezar experiencia tan 
costosa, y que ha sido causa principal del miserable estado, a que a llegado el dicho Real, entonces hubiera 
podido alcanzar de vista la prudencia humana los graves daños, que ya se han experimentado, no debiera 
ningún Ministro atento, y celoso proceder a la ejecución, pues sería contravenir a la real mente cuando con 
él se destruía su intento, y motivo principal; y no se le excusaría la obediencia, que tuviese a la letra del 
mandato, cuanto y más, después de 22 años de experiencias de los graves daños, que de la fundación de la 
dicha Caja se han ido viviendo.” AGI, Gobierno, Audiencia de México, 373, f. 7 back - 8 front.
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al orders, and, of course, slaves and settlers, circulated within this space.77 Nevertheless, 

the settlement process in the Caribbean was a complicated matter. War and disease had 

decimated the original Antillean population.78 By the mid-XVIth century, European set-

tlers migrated preferentially to the mainland, attracted by the mining riches found in there. 

The Crown could not just leave the Caribbean. As it rapidly learned after the activities of 

privateers such as Francis Drake, the Hispanic Empire had to defend this area from its 

competing European powers as it was the key to the continent.

The district of the Audiencia of Santo Domingo became the theater of operations for 

the defense against the Hispanic Monarchy’s competing powers. By 1650 the district was 

equipped with a total of six treasury offices distributed across nine provinces. To promote 

the settlement of the islands, the Crown maintained a tax exemption policy across the dis-

trict. However, the insular character of the district severely complicated the operation of 

the Real Hacienda. Rapidly, local expenses overrun the taxes collected. The Crown used 

fiscal income coming from Peru and New Spain to finance the military defenses and other 

public works located there.

The provincial treasury offices in Havana, Santo Domingo, and San Juan were vital 

in sustaining the Hispanic regime in America, as they were the strongholds of the Empire 

in the Caribbean. The defensive systems built in the Greater Antilles prevented the main-

land from being overrun. Guayana-Trinidad, Jamaica, and Saint Martin did not possess a 

treasury office. These were precisely the provinces lost to the Dutch, England, and France 

during the second half of the century.

The administrative structure of New Granada had many coincidences with New 

Spain. Both capital cities, Bogota and Mexico, centralized the taxation of the neighboring 

provinces. Tunja and La Grita, which contained most of the district’s indigenous popula-

tion, were left under the administration of Bogota. San Juan de los Llanos, a zone scarcely 

populated during this epoch, used mainly for husbandry was also comprised under the tu-

telage of Santa Fe. New Granada contained two provinces located in the Caribbean, Santa 

77 Carlos Álvarez Nogal, “Mercados o redes de mercaderes: el funcionamiento de la feria de Portobelo,” in 
Redes y negocios globales en el mundo ibérico, siglos XVI-XVIII, Coords. Nikolaus Böttcher et. al., (Ma-
drid: Vervuert Iberoamericana, El Colegio de México, 2011), 53-86.
78 Woodrow Borah and Sherburne F. Cook, Essays in Population History: Mexico and the Caribbean. Vol-
ume One (Berkeley, C.A.: University of California Press, 1971), 392. Recent studies have shown that 
descent of the population was especially acute only in the Greater Antilles. The Lesser Antilles and the 
coastal zones of Central and South America did not suffer such an acute descent of the original population. 
Samuel M. Wilson, “Surviving European Conquest in the Caribbean,” Revista de Arqueología Americana, 
no. 12 (January, 1997):141-160.
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Marta and Cartagena. There, the government situated a vital treasury office at the port of 

Cartagena. This population also contained a special treasury office of the army linked 

directly with the organization of the Indies’ Fleet. Finally, the district of the Audiencia of 

Bogota included the gold mines in the Andean zones of Popayán and Zaragoza.

Panama was the smallest of the districts in Hispanic America. It contained just one 

Caja Real in the capital. An office opened temporarily at Portobelo when the Indies’ Fleet 

from Seville reached the port in the Caribbean. The royal finance structure in Panama 

was central for the Imperial design, as the treasury office in that port was the last point in 

America that managed the remittances from Peru to Seville.79 The district of Guatemala 

concentrated four treasury offices. The Crown policy maintained this zone somewhat 

isolated from the markets in the Caribbean. The main cities were located on the coast 

of the Pacific and in the vast interior. The Real Hacienda located the treasury offices in 

provincial capitals that allowed them to collect the tributos of the Indian population. Co-

mayagua’s treasury office served as the head of a very productive gold-mining zone.

Despite its location in areas that were not producing enormous quantities of revenue 

for the Crown, the administrative structure in the Audiencias Pretoriales thrived during 

the XVIIth century. As mentioned, the main goal for most of the Cajas Reales comprised 

in the Caribbean was to allocate the monetary means for the defense and subsidize local 

governments that lacked the funds to function dependently. On the other hand, the territo-

ries located in the mainland were net producers of taxes for the Crown in their own right.

Among this myriad of provincial Cajas Reales, those located in Lima, Mexico City, 

and Bogota belonged to a different category. The Real Hacienda considered the treasury 

offices in those governmental seats as main treasury offices (Cajas Reales Centrales). 

These treasury offices stood out due to their capacity to concentrate income from various 

provinces or their role as hubs that controlled the influx from other provinces, and to-

wards Europe. Figure 1.1 shows how these Cajas Reales Centrales also managed most of 

the transferences of taxes from other institutions of the Hispanic Empire, as they received 

the income from the Church and the Consulados de Comercio.

Despite these differences, the functioning of the 53 Cajas Reales in place by the 

mid-XVIIth century, was very alike. There were undoubtedly particularities in each trea-

sury office. However, the ledgers that survived in the many archives of Latin America 

79 The galleons normally stopped in Cuba to replenish before crossing the Atlantic towards Castile, but the 
remittances from Peru and New Spain were not incorporated in the Caja Real of Havana and remained in 
custody of the treasurer of the galleons.
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and Seville attest that there were not significant administrative differences across all the 

spectrum of Cajas Reales that operated in the New World. This standardization of a fiscal 

administration that spanned from Durango to Buenos Aires was a milestone within the 

development of State finance during the early modern era. The existence of the Cajas 

Reales in the continent was part of a conscious effort from the Crown to rationalize tax-

ation for the inhabitants of the New World. The emergence of a treasury office in a town 

served to provide a convenient manner to pay taxes for the Crown’s potential contribu-

tors.80 Moreover, the central direction and the executive branch constantly revised the 

efficiency of the treasury offices in America. If a Caja Real stopped solving the problems 

that justified its creation, the Consejo and the viceroys might act to close it or reallocate 

it immediately.

The creation of several treasury offices outside provincial capitals shows the capac-

ity of the Hispanic to promote institutional innovation and adapt the original framework 

provided by the Castilian experience, to the necessities of both the emerging economic 

activity and the necessities of the imperial policies in America.81 The public finance sys-

tem expanded to tax remote mining zones, ports, cities with high commercial activity, and 

populations that sustained defensive systems.

One of the main problems the administrative branch of the Real Hacienda faced 

during the XVIth century was to enforce the fiscal system’s accountability. During that 

epoch, the Indies’ Council accounting office (Contaduría del Consejo de Indias) in Ma-

drid centralized the audits to the Hispanic American treasury offices. The Oficiales Reales 

produced the ledgers locally and then sent them to Madrid. The accountants of the al-

ways-crowded Contaduría at the Real Alcázar slowly processed the instruments needed 

to certify each Caja Real’s income and outcome. When they detected the misuse of tax 

revenue or any other irregular proceedings at the local level, it was often already too late 

to pursue the officers that had incurred in the fault. On many occasions, the officers in 

80 It should not be forgotten that the third principle of taxation operationalized by Adam Smith -two cen-
turies after these developments took place in Hispanic America-, was precisely that of convenience. “III. 
Every tax ought to be levied at the time, or in the manner, in which it is most likely to be convenient for 
the contributor to pay it.” Adam Smith, The Wealth of Nations (Middlesex: University of Chicago Press, 
1977), 1104.
81 “...la corona fue rápida en dispersar y también en establecer nuevos distritos administrativos. Si se descu-
bría una nueva región minera, rápidamente se establecía una caja real y la región era removida de la juris-
dicción de su antigua caja. Lo contrario ocurría si en tal región disminuía marcadamente la producción o si 
el foco de la actividad económica cambiaba a nueva zona. Este proceso de actualización y reorganización 
del distrito fiscal garantizaba que no existieran jurisdicciones repetidas.” Herbert Klein, “Historia Fiscal 
Colonial: Resultados y Perspectivas,” Historia Mexicana XLII, no. 2 (October, 1992): 285.
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charge had died or had received a promotion to a higher administrative position. If they 

had accumulated power, the Real Hacienda fiscals were hesitant to prosecute acts com-

mitted many years before.

The prosecution of fraud and misdemeanor within the royal exchequer was slow 

and produced little results. The situation led to a decline in the administration’s quality 

at a local level during the late XVIth century. In the critical provincial treasury office in 

Potosí, debts accumulated to the point that their scale was astronomical. To alleviate this 

hole in the administration, the viceroy of Peru founded an accounting office inside the 

Real Audiencia de Lima. This measure permitted a judge based in the viceroyalty’s cap-

ital to audit the Caja Real in Potosí regularly. Nevertheless, the solution led to a major 

jurisdiction conflict, as the Audiencia did not have the proper rights to meddle in fiscal 

administration, and the officers in the Cajas Reales utterly refused to provide information 

to the oidores in Lima.

Since 1595, the Council had concluded the necessity of an intermediate accounting 

office between the Contaduría del Consejo de Indias and the Cajas Reales.82 The new 

institution would improve accountability in Hispanic America substantially. Philip II’s 

death in 1598 interrupted the project, but a series of allegations coming from America 

reactivated the discussion.83 Finally, in 1603, Philip III founded three new accounting of-

fices in Lima, Bogota, and Mexico City. The new institution of the Real Hacienda would 

inaugurate in 1605, and it was known as Tribunal de Cuentas. With it, the Crown created 

full accounting offices in the New World. Their primary purpose was overseeing the func-

tioning of the royal exchequer within each of the governmental districts, to find irregular-

ities within the administration of the provincial treasury offices. To do so, the institution 

devoted itself to capture and process the information produced by the Cajas Reales.84

One of the first commissions was a major audit of the Potosí’s treasury office. A 
82 AGI, Gobierno, Indiferente General, 868, 04/01/1603.
83 The balance of the Real Hacienda in Peru elaborated by Francisco Lopez de Caravantes in march, 1601, 
prompted the viceroy Velasco to promote the creation of a full accounting office in Peru. Velasco’s succes-
sor, the marquis of Montesclaros, acknowledged the importance of this initiative and prompted the Council 
for strong executive actions. For Lopez de Caravantes’ Real Hacienda balance: Biblioteca de la Universi-
dad de Sevilla, Fondo Antiguo, A 330/122, no. 61, f. 322-350. The crucial intervention of Montesclaros in 
the creation of the Tribunales de Cuentas is well documented in: AGI, Gobierno, Audiencia de Lima, 35 & 
36. [I thank Juan Carlos de Orellana for this reference].
84 The Tribunales de Cuentas were modeled upon the Contaduría in the Consejo de Indias, which in turn 
was preceded by the Contaduría de Hacienda created during the XV century. Artola defines clearly the 
functions of the Contaduría: “La Contaduría de cuentas se encargaba de controlar las libranzas de los 
receptores, por el manejo realizado de las contribuciones por ellos ingresadas, y concedían, en su caso, los 
oportunos finiquitos con que concluía el procedimiento fiscal.” Miguel Artola, La Hacienda del Antiguo 
Régimen (Madrid: Alianza Editorial, Banco de España, 1982), 23.
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special commission with orders from the viceroy and the Tribunal de Cuentas in Lima 

conducted the audit in Potosí. By 1626, the officers assessed that at least 4.5 million pesos 

were due in the treasury office. Most of them were coming from credits over the mercury 

sold on credit to the miners. The Oficiales Reales, free of any proper audits, had not en-

forced the payments. The debts had accumulated throughout the years.85

To clarify the audits, the ledgers produced by the local accounting offices ordered 

all the income and expenses for each treasury office. The technique used to compile and 

produce the information based on the Cargo and Data system, which revolutionized ac-

countancy during the XVIth century. This accounting method was created by Luca Pacio-

li in Milan and translated to the Real Hacienda in Castile, notably to audit the important 

Casa de la Contratación in Seville, and then exported to the Hispanic American Real 

Hacienda.86 The Crown, again, delved into the Mediterranean experience to provide a set 

of institutions that could help build its overseas Empire.

As shown in Figure 1.1, the Tribunal de Cuentas was the only institution of the tax 

administration that possessed a direct connection with the government. The participation 

of its accountants in the local hacienda board converted the institution into the center 

of the continent’s administrative process. The creation of the Tribunales in three of the 

most critical governmental seats of the Hispanic Empire in America is perhaps the most 

notable reformation introduced to the Real Hacienda’s administrative structure during the 

XVIIth century. However, the literature has still not thoroughly analyzed this institution.87

The Tribunal de Cuentas in Lima had 14 officers assigned to audit the Cajas Reales 

of the viceroyalty by 1630.88 The central positions were the ledgers accountant (Contador 

85 “En esta misma conformidad ,se despacharon otras dos cédulas al presidente, oidores de la Real Au-
diencia de La Plata, y al fiscal de ella, en el mismo día 4 de julio de 1620, advirtiéndoles que este negocio 
de deudas de azogues tenía prelación a otros cualesquiera aunque fuesen de dote privilegiada, porque no 
podían concurrir en lo que fuese su Real Hacienda fundando su derecho en lo que procediese por razón de 
ello, pues esta tenia principio y hacía salva la causa, y calidad del deudor sin la cual no se hubiera adquirido. 
Y también se les advirtió que en grave culpa habían tenido los Oficiales Reales connivencia y conciencia 
mucho de dolo, fines e inteligencias propias, y que fuesen advertidos en la ejecución de esto, procediendo 
de tal manera que a ello les fuese castigo, y a otros escarmiento, y de todo lo que se hiciere fuesen dando 
cuenta al consejo.” BNE, Manuscritos, 19282, f. 4 back.
86 Rafael Donoso Anés, Una contribución a la historia de la contabilidad: análisis de las prácticas conta-
bles desarrolladas por la tesorería de la Casa de la Contratación de Sevilla (1503-1717). (Sevilla: Univer-
sidad de Sevilla, 1996).
87 Bertrand has authored, perhaps, the most important approach to the administrative structure of the Real 
Hacienda for the late XVIIth century. His research focuses on the social aspects of the administrative corpus 
that composed the Real Hacienda, putting special attention on the accountants in the Tribunal de Cuentas, 
during the last years of the XVIIth century. Michel Bertrand, Grandeza y miseria del oficio: los oficiales de 
la Real Hacienda de la Nueva España, siglos XVII y XVIII (México, D.F.: Fondo de Cultura Económica, 
2011).
88 López de Caravantes, Noticia General... II, 39-40.
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de Cuentas), accounts orderer (Contador Ordenador), and debits accountant (Contador 

de Resultas).The ledgers produced in the Cajas Reales, the Libro Común, and the Libro 

Manual of the Oficiales Reales, among others, were copied locally and then sent to the 

Tribunal de Cuentas in the viceregal capital. The officers compiled a general resume of 

the operations that took place at the treasury offices to detect any misuse of royal funds 

and to pursue the officers that did so. This accounting instrument was a ledger called 

Libro Mayor.

Finally, the Libros Mayores produced in the Tribunales de Cuentas were copied and 

then sent to Madrid. The Consejo received the information, as its specialized accounting 

office for the Indies double-checked the correct administration of the royal exchequer in 

the local treasuries. The Tribunal de Cuentas was in charge of persecuting the infringe-

ments found within its jurisdiction, but those affected could still appellate its sentences 

either at their Audiencias or at the Council.

The Contaduría del Consejo de Indias centralized information for all the Cajas Rea-

les present in the continent. The officers in Madrid accumulated enough information to 

produce precise information about the net worth of the king’s fiscal revenues in America, 

the value of the revenue and expenses per treasury. The information allowed the govern-

ment to track the people involved in the management and control of the monies, the debts, 

and debtors of the royal exchequer. The impressive Contaduría section of the Archivo 

General de Indias is a testament to the Crown’s capacity to centralize the information 

coming from America. It is also the primary source of information to reconstruct the rev-

enue and the expenses of the Hispanic Monarchy in the continent.
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2. TAXES IN HISPANIC AMERICA DURING THE XVIITH CEN-
TURY

The fiscal system built by the Hispanic Empire in America had the primary goal of col-

lecting taxes from the local population. The network of treasury offices permitted the 

tax contributors to fulfill their fiscal obligations as close as possible in time and space to 

where the obligation had originated. The expeditious creation of Cajas Reales across the 

territories of the Empire in the New World responded to the Crown’s marked interest to 

implement a convenient method for the population in America to pay its taxes. The fiscal 

framework in Hispanic America developed mechanisms to enforce accountability. The 

institutions that devoted themselves to audit the accounts produced ledgers containing de-

tailed data that allowed them to know the types of taxes charged, the quantities collected 

per tax, and the geographical origin of the revenue. This information allows reconstruct-

ing the trends of the fiscal revenue, and its distribution in the New World.

During the XVIIth century, royal revenue in Castile was composed mainly of trade 

taxes. Nevertheless, the Crown did not manage all of them directly. For example, to 

collect the alcabala, which was the most important tax revenue, the Crown negotiated 

through the Cortes with the 18 cities that composed the Realm (el Reino), a lump-sum 

payment. In exchange for this, the Cities acquired the right to collect the alcabala. This 

system was called the encabezamiento general.1 Other revenue came from traditional 

royal regalia,  inherited during the Middle Ages, such as taxes to international commerce 

(almojarifazgo). There were some extraordinary sources of income, such as contributions 

from the Cities (servicios) and transferences from the Church and Royal Monopolies. 

The Crown collected many of them through tax farming. Finally, the introduction of the 

millions (servicio de millones), in 1590, created a parallel tax structure managed by the 

Realm, that also taxed mercantile transactions.

For the most part, the Crown implanted in America all the fiscal categories that ex-

isted in Castile. However, since the XVIth century, the development of the public finance 

system in America had acquired specific characteristics not present in the Castilian ma-

trix. Many of the structural conditions necessary for the Castilian tax system did not exist 

in America. There was no system of Cities, analogous to that of Castile, that could afford 

1 Carlos Álvarez Nogal and Christophe Chamley, “Debt policy under constraints: Philip II, the Cortes, and 
Genoese bankers,” The Economic History Review LXVII, no. 1 (February, 2014): 198.
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to sustain the Monarchy, and also administer the taxes. 2 Most of the Ayuntamientos in 

America were of a new foundation by mid-XVIth century, and many did not possess the 

required financial assets to take over the local tax administration, as it was the custom 

in Castile. In 1628, Rodrigo de Aguiar y Acuña, secretary of the Council of the Indies, 

opined that the entirety of the taxes that existed in Castile, had already been established 

in the New World:

Since the discovery of the Indies, their different governors took special care of es-
tablishing the taxes of His Majesty, at least as much as possible. Their kings pressed 
them hard to occur to the relief Spain’s finances, which needed resources to pay for 
the wars sustained on foreign grounds by this Monarchy since the times of the Em-
peror [Charles I]... Currently, it is difficult to find any new medium to obtain some 
new rent for His Majesty, as all the taxation categories that exist in this kingdom of 
Castile, also exist there. Some of them even with certain advantages and others re-
cently created. The only exceptions are the pecho and the millones. However, in the 
Indies, the settlers contribute with the quintos de plata y oro, which render enormous 
quantities. The rates of the almojarifazgos are higher than here, and the settlers do 
not pay them paid once, for they are charged port to port. The royal exchequer has 
all the monopolies that there are here. Instead of the pechos, the Indians pay the 
tributos... However, charging pecho to the Spaniards living there has been deemed 
extremely inconvenient, and though many should pay it, nobody would accept it, 
preferring to lose their lives than to be forced to contribute it.3

Thus, the public finance system built by the Hispanic Empire in America diverged 

from its Castilian matrix. In the New World, the Empire managed to introduce several in-

novations within the fiscal framework. Firstly, the structure developed to charge taxes in 

the Indies can be considered more rationally bureaucratic and homogeneous than its Cas-

tilian counterpart. The Real Hacienda retained more authority regarding tax collection, 

revenue administration, fiscal transferences, and expenditure. The network of treasury 

offices constructed in the New World had the explicit goal of collecting the taxes directly 

from the local population without intermediating other institutions or a private actor. This 

effort permitted the Crown to enforce its fiscal policy, as it was able to control the fiscal 

revenue produced in America. There were, however, certain exceptions.

The taxes were not always managed directly by the Real Hacienda, as certain fiscal cate-

gories -most notably trade taxes-, were collected by a third party -either an Ayuntamiento, 

2 Miguel Artola, La Hacienda del Antiguo Régimen (Madrid: Alianza Editorial, Banco de España, 1982), 40.
3 AGI, Gobierno, Indiferente General, 756, 12/07/1628, f. 3 front. The pechos the secretary refers to here, is 
the servicio ordinario that was payed by the vassals of the king of Castile, which was administered by the 
Cities and paid by the pecheros. See the definition in: Artola, La Hacienda..., 62-63.
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the Consulado de Comercio or a private entrepreneur-. The efficiency in obtaining reve-

nue, specially in an epoch of fiscal penury in Castile, normally superseded many of the 

policies destined to further enforce the centralization of the system.

The mainstream assessment about the nature of the dominance of the Hispanic Em-

pire points out that by abandoning direct tax collection, the local elites privatized the fis-

cal system.4 Effectively, the idea of a centralized, rent-seeking, and absolutist state, crum-

bles when such mechanisms of negotiation to charge taxes are analyzed. The efficacy 

and efficiency of the Hispanic Empire charging and administrating taxes in America are 

still subject to debate among the scholars. Mainstream literature finds the Real Hacienda 

of the Indies heavily decentralized and fragmented. Within this perspective, the system 

that emerged there had neither a ‘grand new design’ nor was substantially more rational 

than in Castile. According to the authors, the most crucial difference was that, in the New 

World, the Spaniards found labor to coerce and precious metals to mine.5

Historical evidence does not seem to fit entirely with any of these theoretical models, 

which oversimplify to explain.6 Despite its many limitations, it would be difficult to deny 

that the Real Hacienda in the New World managed to establish a more rational fiscal sys-

tem than its Castilian counterpart. The tax administration developed by the Crown in the 

continent is a testament to this fact. Moreover, the revenue of the Real Hacienda did not 

depend just on coerced labor and silver ore. The story is much more complicated. Despite 

the importance of mining taxes, the numbers present a system that was not entirely deter-
4 “Las funciones del fisco eran a menudo ‘privatizadas’ de una manera que tenía claros antecedentes en 
la Península Ibérica.” Regina Grafe and Alejandra Irigoin, “Nuevos enfoques sobre la economía políti-
ca española en sus colonias americanas durante el siglo XVIII,” in Economía política desde Estambul a 
Potosí. Ciudades estado, imperios y mercados en el Mediterráneo y en el Atlántico ibérico, c. 1200-1800, 
Eds. Bartolomé Yun Casalilla and Fernando Ramos Palencia (Valencia: Publicacions de la Universitat de 
València, 2012), 165.
5 “Historians of the Spanish Empire claim that the fiscal system of colonial Spanish America was more 

‘modern’ than that in the metropolis. Colonial tax districts were typically not overlapping, institutional 
hierarchies centred clearly on a principal treasury office in each Audiencia, and there was less tax farming. 
Yet, when setting up a fiscal system in the New World, Spanish officials imported an eclectic mixture of 
institutional precedents from various parts of the Hispanic monarchy, and had no grand new designs. The 
system was obviously less conditioned by historical exemptions than its European counterparts, but that 
did not automatically create a more modern fiscal system, in the sense of one that was more rationally bu-
reaucratic, centralized, and based upon clear universal rules as to who had to pay what, where and when. In 
practice, the imperial fiscal system differed from Spain’s, or Castile’s, primarily because the labour and sil-
ver ‘discovered’ in America meant that the fiscal base expanded instead of contracting.” Regina Grafe and 
Alejandra Irigoin, “The Spanish empire and its legacy: fiscal redistribution and political conflict in colonial 
and post-colonial Spanish America,” Journal of Global History I, no. 2 (July, 2006): 247.
6 Of course, if the Real Hacienda de las Indias is compared to the liberal regimes that emerged in the late 
XVIIIth century, its bureaucracy and fiscal categories might certainly seem outdated and not very rational. 
Nevertheless, this kind of comparison seems rather unjust, as it would have been somewhat difficult for the 
Hapsburg Monarchy to invent direct universal taxation over wealth in the XVIth century. Simply put, the 
problems it assessed were different.
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mined by either of the fiscal categories. The income distribution among the fiscal catego-

ries displays the increasing complexity of the economy in the New World. The percentage 

reached by trade taxes point to the impact of Atlantic and Pacific trade, as well as the 

increasing importance of regional markets in the New World. The figures reached by the 

royal monopolies are an indication of thriving cities and populations in Hispanic America.

Moreover, the previous chapter showed how the bureaucratic organization of the 

exchequer was reasonably developed. It included both a very structured process of deci-

sion-making regarding taxation and an administrative structure that had no pair in the Eu-

ropean dominions of the Empire. There are some structural differences between the taxes 

charged in the New World and those in Europe. The fiscal categories could be named 

equally, but taxation might have varied depending on who paid, who collected the tax, 

and how the administration spent the revenue. These differences cannot be thoroughly 

appraised by just presenting the total value collected for each category. The research has 

to carefully approach each of the fiscal categories to provide a more nuanced explanation 

of the state finance system in Hispanic America.

2.1 Methods for tax collection: direct or through intermediaries

Every tax ought to be levied at the time, or in the manner, in which it is most likely to be convenient for 
the contributor to pay it.

Adam Smith.7

The modalities of tax collection in Hispanic America can be categorized in three main 

cases: direct tax collection realized by the Real Hacienda; mixed tax collection, realized 

with the help of an institution of the Crown; tax collection entirely ceded to a third par-

ty, either realized by another institution of the Empire (encabezamiento) or a particular 

(arrendamiento or tax farming). Efficiency and convenience were behind the decision to 

relinquish direct tax collection. The rationale was that, if the tax was costly to collect, or 

if its administration entitled any financial risks,8 the Real Hacienda could decide to hand it 

over to a third party in exchange for a lump-sum. The goal was to increase tax collection 

without additional administrative expenses.9

7 Adam Smith, The Wealth of Nations (Middlesex: University of Chicago Press, 1977), 1104.
8 The collection of certain taxes, notably those associated to commercial activities, posed a financial risk for 
the Real Hacienda, as incurring in default was rather easy due to the costs derived from the administration 
of the tax.
9 As the Real Hacienda would corroborate in 1754, when it assumed direct control of the alcabala, the 
costs of the administration were high, and the results it yielded were rather disappointing. The Crown had 
expected that administering directly the alcabalas of Mexico, would lead to the enrichment of the royal ex-
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Ideally, the local population would attend to the Caja Real to pay all the taxes due to 

the Monarch. This measure concentrated tax recollection in the hands of the Crown and 

allowed it to manage the revenue collected so that it did not have to transfer it from a par-

allel tax administration in the hands of another institution or a private actor. Perhaps the 

most pristine case of how the Real Hacienda collected taxes directly, can be drawn from 

the mining taxes. This fiscal category was so critical for the functioning of the finances of 

the Empire that the Crown seldom allowed any other institution, even within the frame-

work of the public administration, to take part in collecting the silver quintos. To enforce 

the direct collection of mining taxes, the Real Hacienda favored the expedite creation of 

treasury offices in mining enclaves across the continent.

The procedure was relatively simple. After smelting the ore, the contributor had to 

present the final product physically at the Caja Real. The assayer would cut the bullion, 

and deposit in the royal coffer the part that belonged to the king, one fifth. Then, he would 

mark the miner’s bullion with the Crown’s sign to let the potential buyers of the bullion 

that it had already paid the required tax and was legally able to circulate in the market. 

The miner could opt to pay with money the value of the quinto if he wanted to withdraw 

the bullion uncut.10

The mercury (azogue) monopoly constituted another case of direct tax collection. 

The royal warehouse (Almacén Real), a facility that was part of the treasury office, stored 

the goods that had been monopolized by the Crown, such as azogue, copper, salt, playing 

cards, and stamped paper. Those individuals that wanted to acquire mercury would have 

to concur to the Caja Real. The Oficiales Reales would withdraw the azogue and supply 

it to the consumers in exchange for the payment. The Real Hacienda usually sold the 

mercury on credit to the miners, so they would not stop the silver and gold refinement.11 

chequer. The earnings,though significant, were not outstanding. Guillermina Del Valle Pavón, El consulado 
de comerciantes de la ciudad de México y las finanzas novohispanas, 1592-1827 (Ciudad de México: Tesis 
de Doctorado, El Colegio de México [unpublished], 1997), 133-154.
10 The Libro Común of the treasurer and accountant of the Caja Real at San Luis Potosí shows well the 
procedures of the direct tax administration for the diezmo de plata. For instance: “En 13 de noviembre de 
este dicho año [de 1700] se le hace cargo al dicho tesorero Antonio Vélez, de 1,014 pesos 2 tomines y 1 
grano de oro común, por el valor de 116 marcos, 7 tomines 1 gano de plata quintada de toda ley, que a la 
suya valen la referida cantidad, procedidos de 1,065 marcos 2 onzas 2 tomines de plata de dicha ley, del 
beneficio de fundir que este día se diezmaron en esta Real Caja, como parece del libro particular a foja 15 
vuelta.” Archivo General de la Nación México, Indiferente Virreinal, 6477, 40, f. 7 back [Emphasis added].
11 “Háceseles cargo a los dichos oficiales Reales de San Luis Potosí de 165 pesos 5 tomines 7 granos de oro 
común que en 20 de octubre de 1663 metieron En la real caja de su cargo Dionisio de Rojas, José Álvarez 
y Juan Díaz, mineros del nuevo beneficio de oro en la dicha Ciudad, por el valor de 2 quintales de azogue 
que se les repartieron por el contador Don José de Vitoria en virtud del decreto del virrey para los ensayes 
y nuevo beneficio de sacar oro por azogue, de los cuales han quintado en dicha Real caja el oro que ha pro-
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The third case of tax collection realized directly within the treasury offices of the Hispanic 

Empire, comes from the fines that were issued by the justice system. Those condemned 

to pay the judges’ fees deposited the money in the Caja Real. The judges deposited in the 

treasury office any money or jewelry seized by the royal justice as part of an ongoing trial. 

In general, the Caja Real administrated these procedures directly.12

However, the Real Hacienda was not always willing to collect the taxes directly from 

the tax payers. If the economic activity that was to be taxed, possessed an scale that sur-

passed the material means at the disposal of the Real Hacienda to enforce its payment, the 

government would try to externalize its administration, or share it with other governmen-

tal institutions. One of the main fiscal categories within the royal exchequer, the tributos, 

were normally put under mixed administration. The sheer size of the population that had 

an obligation to contribute impeded the Real Hacienda from collecting this tax directly. 

The population subject to the tributo that lived near the Caja Real had to attend and pay 

directly in the treasury office. The Oficiales Reales were, at least nominally, the overseers 

of the tributo in the district near the provincial capitals that housed a treasury office.13 

Nevertheless, not all the contributors could assist to the Caja to pay the tributo. The roy-

al exchequer had to incorporate the local justice administration, which had a territorial 

presence across all the Hispanic Empire. The alcalde mayor, corregidor or gobernador 

administered the collection of the tributos for those living in isolated communities. He 

was responsible for charging the taxes and then transferring the proceedings to the Caja 

Real residing in the provincial capital within his jurisdiction.14 In some cases, a private 

cedido de dichos dos quintales de azogue que corresponden a más de 30 quintales gastados en el beneficio 
de plata, y por ser en tejo de oro, no se ha quintado ni sacado por los susodichos ninguna plata con dichos 
azogues como parece por el libro.” AGI, Contaduría, Cajas Reales de la Nueva España, 923-A, E. 6, f. 227 
front & back [Emphasis added]. Similar operations can be found in all the Libros Mayores of the Hispanic 
American Cajas Reales.
12 “Háceseles cargo a los Jueces Oficiales Reales de la Caja Real de San Luis Potosí, de 190 pesos 7 tomines 
que metió en la Real Caja de su cargo, Sebastián de Castro en nombre de Miguel Tonel de Sotomayor, depo-
sitario de las condenaciones hechas en la causa del descamino del oro por el licenciado Iñigo de Arguello, 
oidor de esta Real Audiencia, y juez en la dicha causa, que proceden de derechos y quinto del dicho oro de 
900 pesos del dicho oro que Miguel López de Ayala, comprendido en ella, fue condenado a que restituyese 
por el valor del sombrero de oro pagando de ellos a Su Majestad sus derechos los 13 pesos y 4 tomines por 
los de uno y medio por tanto, y los 177 pesos 3 tomines Restantes por el quinto de ellos.” AGI, Contaduría, 
Cajas Reales de la Nueva España, 922, E. 6, f. 117 front [Emphasis added].
13 In the Philippines, the administration of the tributo and situado was administered by the Oficiales Reales 
in Manila, but a myriad of other actors, ranging from the principals of the towns to the Alcaldes Mayores 
and private actors intervened to charge the tax across the archipelago. For the administration of the Caja 
Real: “Nicolás de Mercado, cobrador de los tributos y situados reales de los sangleyes infieles, metió en la 
caja real a cuenta de lo que montase la dicha cobranza de un año cumplido en fin de diciembre de 1611”. 
AGI, Contaduría, Cajas Reales de las Islas Filipinas, 1209, f. 640 front. 
14 For an alcalde mayor charging the tributos: “En 20 de enero de 1612, 1 peso dos reales, el capitán Miguel 
Jaque de los Ríos, alcalde mayor de la jurisdicción de Leyte, metió en la real caja en reales que cobro de 
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actor could buy permission from the Caja Real to collect the tributos.15 The presence of a 

third party, especially the local justice administration, provoked constant friction between 

the Real Hacienda and the government of the Hispanic Empire.16

For certain taxes, the Real Hacienda relinquished its administration entirely. A third 

party could buy from the Crown the right to charge the tax to the local population in ex-

change for a lump-sum paid upfront. If a corporation or institution of the Crown bought 

the right to administrate the tax, the operation was called encabezamiento.17 When a par-

ticular acquired the right to administer the tax, the operation was called arrendamiento.18 

Both operations were forms of tax farming. In Hispanic America, for the XVIth and XVIIth 

centuries, these administration modalities were often applied to trade taxes, most notably 

the alcabala. Almost all the royal monopolies other than the mercury were subject to 

tax-farming. The Crown negotiated the administration of the playing cards with particu-

lars that would bid to sell the goods in both viceregal capitals exclusively. These contracts 

allowed the Crown to obtain a lump-sum in exchange for the negotiation and left it free 

to fulfill more critical administrative functions.

Despite all the progress realized by the Crown to enforce direct collection from the 

settlers and the Indian population in the American continent, specific fiscal categories 

resisted the efforts from the Real Hacienda. The public finance system was unable to 

achieve full control over tax collection. This fact did not necessarily mean that the Crown 

abdicated its role as the driving force of the New World’s fiscal system.  The rationale be-

dos medios tributos de sangleyes en la dicha jurisdicción.” Ibid., f. 640 back. For a principal charging the 
tributos: “Juan de Vera, principal de Pangasinán, metió en la Real Caja en Reales que se le hicieron de al-
cance por la cuenta que dio en la Real Contaduría de las cobranzas de tributos y situados de la encomienda 
de Alinalatonga” Ibidem. 
15 For a private actor: “En 28 de enero de 1612, la Caja Real de su cargo, 200 pesos que depositó Andrés 
Granito, de lo que montase la cobranza de Caruya, Zapa, Santa María y Damayán, que fue a su cargo un 
año.” Ibid., f. 640 back.
16 For an assessment of the problems experienced in San Luis Potosí to establish the payment of the tributos: 
Felipe Durán Sandoval, Vida social y económica de San Luis Potosí. El cobro de tributos (1653-1717) (Mé-
xico, D.F.: Tesis de Licenciatura en Historia, Escuela Nacional de Antropología e Historia [unpublished], 
2002).
17 During the XVIIth century, the alcabalas in Lima and Mexico city, were normally under encabezamiento 
regime either by their respective Cities or Consulados de Comercio. To see a good review about the terms 
of the negotiations between the Ayuntamiento in Mexico city, the Consulado de Comercio and New Spain’s 
viceroy: Guillermina Del Valle Pavón, “Gestión del derecho de alcabalas y conflictos por la representación 
corporativa: la transformación electoral del Consulado de México en el siglo XVII,” in Comercio y poder 
en América colonial, Coords. Antonio Ibarra Romero and Bernd Hausberger (Madrid: Iberoamericana, 
Vervuert Verlag, Instituto de Investigaciones Dr. José María Luis Mora, 2003), 41-72.
18 For instance, two merchants acquired the right to charge the alcabalas in the mining town of Charcas in 
New Galicia: “En 15 de octubre de 1697, 450 pesos del primer año de los dos años en que se les arrenda-
ron las alcabalas de dicho Real [de Charcas] al dicho capitán Juan Vélez de la Torre y al capitán Francisco 
Bernal Lobo, difunto, a 450 pesos cada año.” AGI, Contaduría, Cajas Reales de la Nueva España, 923-B, 
E. 15, f. 654 front & back.
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hind these operations was that, by doing so, the king transferred the risks associated with 

the collection and administration of the taxes to private entrepreneurs, or an institutional 

third party, that could either develop a juicy business or end up in indebtedness. More-

over, by doing so, the Crown did not have to invest in improvements for its administrative 

structure.

The royal authorities and the third party negotiated the terms of the contract that 

allowed the latter to collect the taxes. The clauses changed profoundly throughout time. 

These mechanisms implied a negotiation between the Crown and the local elite, which 

would enable reaching an agreement that could benefit the two parties. However, during 

the XVIIth century, parallel to the negotiations to rent the alcabala to the powerful Con-

sulados de Comercio in Lima and Mexico City, the Crown also battled to enforce its hold 

over silver production, by multiplying its treasury offices in the production centers, and 

also attacked the capacity of the local elites to control the tributo. It is entirely right that 

in America, a good portion of the taxes, especially those related to trade, were charged 

thanks to a political negotiation with the elites. It is also true that most of the revenue 

entered in the Cajas Reales’ coffers without the intermediation of the Ayuntamientos, the 

Consulados, and tax farmers.

2.2 Types of taxes and amounts collected

The works concerning the royal treasuries of Hispanic America realized by H. Klein and 

J. TePaske, made possible reconstructing the fiscal categories.19 We have constructed a 

database containing the 29,363 observations compiled by the scholars for the XVIth and 

XVIIth centuries to assess the data. We aggregated each observation in 53 tax branches 

within it, and then in 10 tax categories. Eight of them responded to actual fiscal revenue, 

and 2 were administrative operations that we subtracted from the total. We use as a base 

the tax categories proposed by C. Marichal and M. Carmagnani, and have converted all 

the revenue data to pesos de a 8 reales of 272 maravedíes.20 To reconstruct the tax branch-

19 Herbert S. Klein and John Jay TePaske, The Royal Treasuries of the Spanish Empire in America (Durham, 
N.C.: Duke University Press, 1982). And: Herbert S. Klein and John Jay TePaske, Los ingresos y egresos 
de la Real Hacienda de la Nueva España (México, D.F.: Secretaría de Hacienda y Crédito Publico, Instituto 
Nacional de Antropología e Historia, 1986).
20 Carlos Marichal Salinas and Marcelo Carmagnani, “Mexico: From Colonial Fiscal Regime to Liberal 
Financial Order, 1750-1912,” in Transferring Wealth and power from the Old to the New World. Monetary 
and Fiscal Institutions in the 17th through the 19th Centuries, Coords. Michael D. Bordo and Roberto 
Cortés-Conde (New York, N.Y.: Cambridge University Press, 2001), 288.
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es’ time series, we are using 5-year moving averages. By doing this, we can provide inter-

polation values for some observations not found in the archives. Then, the tax categories 

have been constructed by aggregating the data yielded by the tax branches.

Tables 2.1 and 2.2 present the results of these procedures. According to this data, the 

total revenue of the Real Hacienda in Hispanic America during the XVIIth century, can be 

esteemed in 606.12 million pesos. The average tax revenue collected per quinquennium 

was 30.31 million pesos. It is possible to compare the revenue of the whole European 

exchequer of the Empire during the years 1621 to 1640 to put the figures in perspective. 

This data includes the whole Peninsula, Flanders, and Italy.21 Discounting the value of 

the American remittances, the total for the twenty years is 433.9 million pesos, with an 

annual average of 21.69 million pesos. For the same period of years, the Cajas Reales 

in America collected 117.74 million pesos. The annual average is 5.88 million pesos. 

The revenue of the treasuries in the New World amounted to 27.1% of the Empire’s 

total exchequer in Europe. The data also shows that most of the resources collected by 

the Crown in America remained there. During the same period, which had the highest 

rate of remittances to Castile during the entire XVIIth century, the Hispanic American 

Real Hacienda shipped to Seville 40.87 million pesos (34.71% of the total) and spent 

21 See table 8 in: José Ignacio Andrés Ucendo and Andrés Lanza García, “Estructura y evolución de los 
ingresos de la Real Hacienda de Castilla en el siglo XVII.” Studia Historica. Historia Moderna, no. 30 
(2008): 180-181. The information is extracted from BNE, Manuscritos, 11030, f. 230 front. The document’s 
title states: “Relación de todos los caudales que Su Majestad tiene de renta en estos reinos de España, 
Nápoles, Sicilia, Milan, y en todos los demás sus reinos, de Alcabalas, y Tercias, Subsidios, Escusados, 
Almojarifazgos, Salinas, y otras rentas.”

Category Nominal Value* % of Tax Revenue
Contributions of the 
Bureaucracy 7,641,224.64 1.26%

Indian Tributo 35,654,859.11 5.88%
Church Contributions 41,354,064.24 6.82%
Extraordinary Income 65,536,073.98 10.81%
Trade Taxes 83,471,242.22 13.77%
Royal Monopolies 98,623,436.15 16.27%
Unknown 101,404,402.28 16.73%
Mining Taxes 172,435,354.96 28.45%
Tax Revenue 606,120,657.57
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Table 2.1. Tax Categories of the Hispanic American Real Hacienda. 1600-1699  
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Quinquennium Contributions of 
the Bureaucracy Indian Tributo Church 

Contributions
Extraordinary 

Income
Trade 
Taxes

Royal 
Monopolies Unknown Mining Taxes Total

1600-1604 0.00 3.75 1.58 3.43 3.32 5.56 4.02 10.86 32.53
1605-1609 0.00 2.04 1.81 3.81 3.62 5.96 4.00 10.38 31.62
1610-1614 0.00 1.49 1.68 2.15 2.83 5.15 3.34 10.65 27.28
1615-1619 0.00 1.16 1.86 1.89 2.70 3.48 3.97 9.75 24.80
1620-1624 0.00 1.21 1.77 2.88 2.72 4.35 2.19 10.66 25.79
1625-1629 0.00 1.08 1.66 3.38 3.28 4.63 2.25 11.42 27.70
1630-1634 0.25 0.80 2.42 4.35 3.06 6.12 3.08 12.42 32.50
1635-1639 0.84 1.07 2.25 4.38 4.72 4.89 3.41 10.20 31.75
1640-1644 0.71 1.81 1.92 5.24 5.78 4.20 5.17 6.80 31.63
1645-1649 0.66 1.54 2.22 5.58 4.92 5.81 7.16 8.84 36.74
1650-1654 0.51 1.64 2.43 3.53 4.63 4.92 5.07 7.61 30.34
1655-1659 0.51 1.84 2.42 4.49 4.43 5.21 3.68 7.93 30.52
1660-1664 0.49 1.55 2.17 4.24 3.93 3.65 4.06 6.08 26.17
1665-1669 0.49 1.63 2.10 2.58 4.30 4.08 4.95 6.39 26.51
1670-1674 0.41 2.01 2.02 2.62 4.98 4.66 4.52 6.62 27.84
1675-1679 0.52 2.13 2.49 2.87 5.77 5.03 8.04 6.42 33.26
1680-1684 0.65 2.27 2.21 2.97 5.42 5.94 7.75 8.16 35.38
1685-1689 0.63 2.35 2.38 1.86 4.95 6.19 9.18 7.50 35.04
1690-1694 0.53 2.45 2.03 1.77 4.56 5.26 8.29 7.52 32.41
1695-1699 0.44 1.85 1.93 1.52 3.55 3.52 7.28 6.21 26.30

Total 7.64 35.65 41.35 65.54 83.47 98.62 101.40 172.44 606.12
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.

Table 2.2. Tax Categories of the Hispanic American Real Hacienda. 1600-1699 (time series)
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76.87 million pesos on the continent (65.28%). The leading providers of fiscal resources 

for the Empire were the reigns in Europe if the total value is measured.22 The Hispanic 

Empire’s fiscal resources in America were not even comparable in size with the European 

revenue.

The tables show that the taxes in America were the same as those collected by the 

Crown in Castile. Using the categories proposed by M. Artola, what would be considered 

the ordinary income of the Crown in Castile: trade taxes, royal monopolies, administra-

tion income, and royal regalia, are all present here.23 A new category complements the 

scheme in America, the per-capita tax collected from the indigenous population known as 

the tributos. The categories considered as extraordinary income are church contributions 

and the extraordinary category, which encompasses a variety of branches, including the 

sale of public offices and voluntary contributions (servicios) collected in Hispanic Amer-

ica. It is also important to note that ordinary income comprised 65.63% of the exchequer, 

whereas extraordinary income was only 17.64%. A 16.73% corresponded to revenue 

whose origin the sources available did not identify clearly.24

Mining taxes constituted the primary source of revenue for the Crown in America, 

with 28.45%, just above a quarter of the total. However important within the fiscal system 

of the New World, this fiscal category, however, is not as dominant as the literature de-

voted to measuring the silver output of the mines in America, and bullion remittances to 

Seville might move to think. The resources that entered the Real Hacienda through min-

ing taxes indeed had a special place in the Imperial fiscal system. We should also ponder 

that the size of commercial activities taxed by the Crown is more significant than mining 

taxes within the total revenue of the Crown, should we add royal monopolies and trade 

taxes (33%). The other tax categories provided enough resources to the Real Hacienda to 

consider that taxation in Hispanic America was not dependent on any of its tax branches.

Graph 2.1 presents the evolution of royal revenue during the XVIIth century. The 

22 The value of the American fiscal resources, specially when they were shipped to Europe, was not neces-
sarily in correspondence with the quality, and their political importance. This provided a special weight for 
the monies and bullion collected in the New World within the fiscal resources of the Empire.
23 Artola, La Hacienda..., 34.
24 The increasing proportion of the unknown category in the royal revenue is associated with the character-
istics of the summaries contained by the Libros Mayores de Real Hacienda during the second half of the 
XVIIth century. The reconstruction of the fiscal categories using the contents of the cargo and data sections 
of the Libros Mayores would show the exact origin of the fiscal revenue we have grouped under that fiscal 
category. Such analysis has been conducted for a single Caja Real at: Sergio Tonatiuh Serrano Hernández, 
La Golosina del Oro. La producción de metales preciosos en San Luis Potosí y su circulación global en 
mercados orientales y occidentales durante el siglo XVII (San Luis Potosí, S.L.P.: El Colegio de San Luis, 
Instituto de Investigaciones Dr. José María Luis Mora, El Colegio de Michoacán, 2018), 202-246.
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line draws three n-shaped cycles surprisingly linked to the political circumstances: the 

first cycle started during the sixteenth century towards 1595-1599, an epoch marked by 

the death of Philip II. The next reign debuted with a quinquennial income that of 30.64 

million of pesos. Under Philip III, the finances in Hispanic America had a small improve-

ment, and the quinquennium 1600-1604 left a high mark: 32.53 million pesos. Neverthe-

less, a contraction came during the rest of the years of Philip III’s reign, which ended with 

an income of 24.8 million pesos in 1615-1619.

With Philip IV’s inauguration, a new cycle started: the fiscal policies applied in 

America permitted to increase the revenue during the first 30 years of the reign. Perhaps it 

was not as spectacular as the income increase experienced in the previous century under 

Philip II, but the revenue rose from the 25.79 million collected from 1620-1624 to the 

36.74 million pesos that entered the royal arks the quinquennium 1645-1649. This obser-

vation marked the highest revenue of the century, precisely during a harsh epoch for the 

Monarchy. The Crown faced the rebellion of Portugal, the war against France, and the 

Dutch simultaneously.  Finally, it experienced the loss of the Netherlands after the Peace 

of Westphalia. A steep decrease in fiscal revenue marked the last 15 years of Philip IV’s 

reign. During 1660-1664 the income fell to 26.17 million, one of the lowest records of the 
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century. The Real Hacienda de las Indias had lost 10.5 million pesos worth of revenue in 

merely 15 years.

Spain’s history remembers Charles II’s reign as an epoch of decadence. The many 

health problems of the last of the Habsburgs rendered him unsuitable for the government, 

which prompted political struggle within the Court. However, this picture does not fit 

the curve shown in Graph 2.1: the fiscal revenue in the New World increased as soon 

as Charles II ascended to the throne; by the quinquennium 1675-1679, it surpassed the 

30-million mark again. A series of reforms inside the Hispanic-American Real Hacienda 

supported this indubitable recuperation. Nevertheless, the last 15 years of the century saw 

a decrease in revenue in America. The faltering mining production in Potosí might have 

been the leading cause of the decline. Also, the excessive fiscal burden in New Spain 

seems to have caused problems for tax collection.

Graph 2.2 provides a break down of the total income by viceroyalty.25 Peru was, 

without a doubt, the Hispanic Empire’s zone that contributed the most to the Real Hacien-

da. The Cajas Reales of the southern viceroyalty collected 331.88 million pesos, 54.76% 

of the total. New Spain contributed with 274.23 million pesos (45.24%). The evolution 

of royal revenue in Peru exhibits a declining tendency. Although it was not a dramatic 

change, income in Peru reduced as the century advanced. Contrary to this, New Spain’s 

total income increased during the XVIIth century, and its incline is overall positive.

Until 1660, the trends experienced in both viceroyalties were not very divergent, 

notwithstanding their differences in size and economic capacity. Under Philip III, the 

fiscal revenue receded in both governmental areas. The reforms introduced by Philip IV 

reversed this trend. The revenue increased almost simultaneously in both viceroyalties, 

and the decline after the 1650s was also almost synchronized. The developments in New 

Spain shattered the convergence of the trends after the middle of the century. At the be-

ginning of the century, the difference between the viceroyalties was very significant. Until 

1639, the gap had an average of 6.29 million pesos. Between 1640 and 1674, the gap had 

closed, and the average decreased to 3.07 million pesos. The most dramatic change of the 

century happened after 1675 when tax revenue in New Spain finally surpassed Peru. Fis-

cal revenue in the northern viceroyalty had an average of 2.83 million pesos above Peru 

for the rest of the century, notwithstanding the reduction suffered in the last quinquenni-

25 The table with the time series can be found in the annex: “4.1 Total Revenue” on page 509.
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um of the century.26 The overall increase of royal revenue in New Spain under Charles II 

is very significant.

As the economies in both viceroyalties diverged during the century, the government’s 

priorities also started to shift. The contraction of mining production in Potosí signified a 

conundrum for the Crown, as the policies developed to govern the New World since the 

mid-XVIth century had allocated the best resources in Peru was considered the most cru-

cial area of the Empire in America. Nevertheless, by the 1670s and 1680s, this policy had 

to be readdressed, for the New Spain continued to incorporate productive mining centers 

in the north, and its population increased significantly.27

26 This shift has already been noted by Klein in: Herbert Klein, The American Finances of the Spanish 
Empire. Royal income and expenditures in Colonial Mexico, Peru and Bolivia, 1680-1809 (Albuquerque, 
N.M.: New Mexico University Press, 1998). Also: Herbert S. Klein, “The Great Shift: the rise of Mexico 
and the Decline of Peru in the Spanish American Colonial Empire, 1680-1809,” Revista de Historia Eco-
nómica XIII, no. 1 (March, 1995): 35-61.
27 The lines that follow analyze each of the fiscal categories. The sections have been ordered according to 
the relative position of the sources in table 2.2
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2.2.1 Mining taxes

The literature has documented very well the importance of silver production in Hispanic 

America. Both the remittances of bullion to Europe, identified as one of the catalysts of 

the price revolution, and the role of American silver in creating the first global market in 

the XVIth century, are facts that need no further explanation here. The list of works that 

delve into the fiscal registers of the Hispanic Empire to measure silver production seems 

to be inexhaustible.28 Nevertheless, this literature can still benefit from clarifying the fis-

cal institutions’ general context that enabled the Monarchy to collect such an enormous 

quantity of bullion.

Taxing mining activities was the right of the Crown of Castile as sovereign of the 

riches contained in the soil it ruled. The king ceded to private entrepreneurs the rights to 

exploit the mines in exchange for a regalia. This fiscal category was universal, and thus 

the derived tax branches were collected across all the territories of the Hispanic Empire 

that possessed mines. The general rule was that a fifth (quinto) of the precious metals 

produced in Hispanic America belonged to the Crown. However, the different provinces’ 

agents negotiated discounts over the tax rate directly in the Consejo: the miners’ guild in 

New Spain benefited from a 50% rate reduction for more than 250 years and paid only 

a tenth (diezmo) of the production. In other cases, mainly in small mining centers, the 

discount reached 75% of the original rate.29 Despite the differences in the rates, we have 

yet to find a single example of a province with a full tax exemption regarding mining 

production.

Charging taxes over mining production was reasonably straightforward: the owner 

should present the bullion at the treasury office where the royal officers would cut the 

piece that belonged to the king. The bullion would then be marked with a seal to demon-

strate that it had paid its tax and thus was able to be exchanged or processed into coins. 

The easiest way to capture these taxes was to establish treasury offices near the produc-
28 For a modern general assessment of silver production in Hispanic America: Joaquín Pérez Melero, Mine-
rometalurgia de la plata en México (1767-1849). Cambio tecnológico y organización productiva (Vallado-
lid: Secretariado de Publicaciones e intercambio Editorial, Universidad de Valladolid, 2006). Nevertheless, 
the classic works by Bakewell are still a good source of information: Peter J. Bakewell, Minería y sociedad 
en el México colonial. Zacatecas (1546-1700) (México, D.F.: Fondo de Cultura Económica, 1976).
29 The miners of Mariquita in the New Kingdom of Granada obtained an exemption to pay just 5% of the 
silver they produced; a discount of 75% over the original rate. The negotiation of discounts on the rates 
of mining taxes, was an essential part of the fiscal policy of the Hispanic Empire. Neither the viceroys nor 
the presidents of the Audiencias had the power to grant tax reductions permanently. This was a capacity 
reserved just for the king of Castile and that had to be negotiated within the Consejo de Indias in Madrid. 
AGI, Gobierno, Audiencia de Santa Fe, 2, 37.
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tion sites. The Crown followed a strict policy of founding new offices in the vicinity of 

significant silver mines across the continent.

Technically, bullion could not change hands until the Royal Officers had sealed it 

with the certification of the quinto. Thus, the miners that produced precious metals were 

responsible for paying this tax, especially in New Spain, as the miners’ guild had the 

exemption. Nevertheless, it was normal that merchants presented the metals at the Caja 

Real.30 This meant that the ingots had already been sold before paying the tax. Merchants’ 

grasp over bullion flow in Hispanic America was almost complete. The situation propiti-

ated tax evasion and fraud.31

Despite the existence of rampant fraud in mining taxes, the Real Hacienda had com-

plete consciousness of the strategic importance of this fiscal category for the survival of 

the Hispanic Empire. Mining taxes were administered directly by the royal officers, or in 

the last instance by their local proxies, and we have yet to find a single case of tax-farm-

ing regarding any of the branches here analyzed. This fact is essential, as it provided 

much leverage to the Crown when negotiating tax farming with the local elites.

Moreover, the Real Hacienda devoted many of its efforts to control mining produc-

tion. The allocation of resources was very rational: the Tribunales de Cuentas assigned 

priority to the ledgers coming from the most critical mining centers within their districts, 

such as Potosí and Zacatecas. Also, a significant number of fiscal inquiries were sent to 

these cities to combat tax fraud. On the other hand, within less essential mining towns, 

such as San Luis Potosí, Oruro, and Durango, taxation was not as strongly enforced as in 

the main centers and gradually became spaces that facilitated the fraud.

Table 2.3 displays the tax branches that composed the fiscal category. While table 

2.4 presents the time series for each of the branches. Silver production was, without a 

doubt, the most important economic activity for the royal exchequer. If we add the three 

branches that belong to silver production (quinto de plata, diezmo de plata and quinto de 

30 For example, in the town of San Luis Potosí, at the hearth of New Spain’s mining zone, between 1618 and 
1624, out of a sample of 325 of actors that participated in the market, a total of 147 were clearly identified 
as merchants whereas only 27 miners took their own bullion to pay taxes. See: Sergio Tonatiuh Serrano 
Hernández, “Mercado de minerales y redes comerciales en San Luis Potosí a comienzos del siglo XVII,” in 
Redes, corporaciones comerciales y mercados hispanoamericanos en la economía global, siglos XVII-XIX, 
Coords. Antonio Ibarra Romero and Guillermina del Valle Pavón (México, D.F.: Instituto de Investigacio-
nes Dr. José María Luis Mora, 2017), 37.
31 Among the mining taxes, the quinto de oro was especially complex to enforce, as gold was specially easy 
to evade from the Royal Officers’ control. Sergio Tonatiuh Serrano Hernández, “¡Hay oro y no nos avisan a 
los amigos! Contrabando y evasión fiscal en el cerro de San Pedro Potosí durante la primera mitad del siglo 
XVII,” Revista de El Colegio de San Luis X, no. 29 (July, 2008): 37-62.
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plata ensayada), we find that 159.31 million pesos were collected, an outstanding 92.39% 

of the fiscal category, and a 26.28% of the total income in Hispanic America. These num-

bers show that taxing silver production was the most critical activity for the fiscal system. 

Taxes over gold production lagged with only 4.42 million pesos collected, a mere 2.56%. 

Other taxes over mining production were the assay (ensaye), which charged a proportion 

(typically 1.5%) of the bullion to assess their quality, and the seigniorage (señoreaje), a 

tax over coinage. These branches’ revenue was of importance in zones with a mint: Potosí 

and Mexico City.

Graph 2.3 presents the performance of this fiscal category during the XVIIth centu-

ry. The trend is negative and has an abrupt change of magnitude occurring after the first 

four decades. The numbers yielded by the taxes show that mining production was steady 

during the 1600s and 1610s. Mining output was undoubtedly the base of tax revenue in-

creases within the Hispanic American treasury offices during the first years of Philip III’s 

reign. Silver production experienced an expanse during the last years of the XVIth centu-

ry, thanks to the opening of new mining camps all over the northern region of New Spain. 

These were mining centers of medium output, but that contributed continuously to the 

total. Production sites such as Cerro de San Pedro Potosí, Charcas, Guadalcázar, Pinos, 

and Mazapil opened for business after the Chichimeca War in New Spain. The opening 

of new mining sites, combined with a mining bonanza in Oruro and Jauja, helped palliate 

the gap left in the revenue by Potosí’s faltering production.32

32 Although the decline of silver production in Potosí during the century was steep, its overall performance 
is outstanding: at the beginning of the XVIIth century, the quinto charged to the miners in Potosí accounted 
for a staggering 68% of the total mining taxes in Hispanic America. Even during its worse years around the 
1690’s, it accounted for at least a 40% of the total mining taxes of the Crown. For the value of the silver 
quinto in Potosí, see the manuscript titled “Razón certificada que manifiesta la grandeza que ha producido 
el Rico y Real Cerro de Potosí,” authored by Potosí’s treasurer Lamberto Sierra and transcribed by the sec-

Tax Value* % of Category
Ensaye de Minerales 178,798.00 0.104%
Quinto de Plata Labrada 274,100.24 0.159%
Quinto del Oro 4,418,167.26 2.562%
Señoreaje 8,524,367.96 4.944%
Diezmo de Plata 45,332,650.13 26.290%
Quinto de Plata 113,707,271.37 65.942%
Total 172,435,354.96
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Table 2.3. Mining Taxes of the Hispanic American Real Hacienda. 1600-1699
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Quinquennium Quinto Diezmo Señoreaje Quinto del Oro Quinto de Plata 
Labrada Ensaye Total

1600-1604 7.7671 2.6488 0.1156 0.2548 0.0707 0.0000 10.8569
1605-1609 7.8719 2.1097 0.1085 0.2524 0.0214 0.0192 10.3831
1610-1614 8.3445 1.8825 0.1598 0.2634 0.0010 0.0000 10.6513
1615-1619 6.6983 2.3236 0.3809 0.3501 0.0010 0.0000 9.7539
1620-1624 7.7997 2.1271 0.3676 0.3359 0.0290 0.0000 10.6594
1625-1629 8.2605 2.4727 0.4058 0.2783 0.0006 0.0000 11.4179
1630-1634 8.9703 2.6179 0.5043 0.3201 0.0110 0.0000 12.4236
1635-1639 7.2334 2.2184 0.4827 0.2566 0.0037 0.0043 10.1991
1640-1644 4.0175 1.9373 0.6514 0.1914 0.0013 0.0000 6.7989
1645-1649 6.4021 1.6960 0.5911 0.1542 0.0000 0.0000 8.8434
1650-1654 5.1554 1.8287 0.4366 0.1571 0.0036 0.0304 7.6117
1655-1659 5.1114 2.0801 0.5549 0.1788 0.0024 0.0000 7.9274
1660-1664 3.7176 1.7433 0.4069 0.2137 0.0005 0.0005 6.0825
1665-1669 3.6828 2.0596 0.4406 0.2040 0.0014 0.0000 6.3884
1670-1674 3.3235 2.6332 0.4855 0.1805 0.0000 0.0000 6.6229
1675-1679 3.2254 2.5957 0.4668 0.1315 0.0005 0.0000 6.4199
1680-1684 4.8239 2.5341 0.5346 0.1543 0.1159 0.0000 8.1628
1685-1689 3.9241 2.8888 0.5393 0.1429 0.0089 0.0000 7.5040
1690-1694 3.7626 2.9214 0.5603 0.1891 0.0009 0.0864 7.5206
1695-1699 3.6153 2.0139 0.3311 0.2090 0.0003 0.0379 6.2076

Total 113.7073 45.3327 8.5244 4.4182 0.2741 0.1788 172.4353
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.

Table 2.4. Mining Taxes of the Hispanic American Real Hacienda. 1600-1699 (time series)
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Expansion of mining production marked the first years of Philip IV’s reign. During 

the quinquennium 1625-1629, revenue from mining taxes surpassed for the first time 

the 11-million mark. By 1630-1634 the revenue reached 12.42 million pesos, a level 

which silver production would only reach again during the XVIIIth century. Nevertheless, 

mining output faltered, and as many scholars have shown, silver production entered in a 

recessive phase since the third or fourth decade of the century.33 Major production centers 

such as Potosí and Zacatecas experienced an upsurge in operation costs due to changes 

in the composition of the labor force, the increasing complexity of underground mining, 

which required capital investments on a scale difficult to find in the New World, and prob-

lems with mercury supply related to the war in the Atlantic.34 These factors indubitably 

undermined the Real Hacienda’s capacity to obtain fiscal resources from mining centers 

on the same scale as before. By 1640-1644, the registered income of the fiscal category 

had descended to 6.8 million. Although the mining taxes saw a short recovery during the 

retary of the Consejo de Indias, José Manuel de Ayala during the XVIIIth century: BPR, II [Manuscripts], 
2860, 6, f. 266 back - f. 271 back.
33 Garner, Richard L, “Long-Term Silver Mining Trends in Spanish America: A Comparative Analysis of 
Peru and Mexico.” The American Historical Review XCIII, no. 4 (October, 1988): 889-914.
34 Bakewell, Minería y sociedad... See also: Klein, The American Finances... Lately: Serrano Hernández, 
La Golosina del Oro....
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1650s, they continued to decrease until 1660-1664, when only 6 million pesos were col-

lected. The last years of Philip IV saw a reduction of almost 50% of the income compared 

to the first years of the reign. Finally, under Charles II, the time series shows a stationary 

component that fluctuated around the 7-million level.

Scholars have written about the Hispanic American mining production so persistent-

ly that it seems as if the entire royal finance system of the New World, and its economy, 

would have been determined solely by silver refining outputs. An excellent exercise to 

corroborate the hypothesis is to compare if the total fiscal revenue time series is similar 

to the mining taxes. A high linear correlation would demonstrate that the total output 

variance is dependent on the silver output. However, comparing the two series with a 

linear regression yields a value for R-squared nearing zero: 0.0013%. The other statistics 

of the regression present similar underwhelming results.35 These results mean that the co-

efficient failed to identify the total fiscal revenue as dependent on the mining output. The 

variance composing the variable had multiple sources. Thus, the other fiscal categories 

were also as important as mining taxes to explain the fiscal system’s overall output.

Graph 2.4 provides some insight into the phenomenon. As can be observed, mining 

35 Regression statistics: Adjusted R-Squared: -0.054%; F Statistic: 0.878; Standard Error: 2.0543.
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taxes accounted for an impressive 41.34% of the total revenue before the decay occurred 

in the final years of the 1630s. The next decade saw the lowest contribution of the mining 

taxes. During the 1640s, the total revenues reached their ceiling. For the rest of the centu-

ry, this fiscal category’s contribution to the total revenue does not seem to have changed 

much: mining taxes fluctuated around 23% of the total revenue. The graph reveals as 

well a structural change in the composition of the royal exchequer’s revenue. Just in the 

decade of the 1630s, the participation of mining taxes within the exchequer dropped 

from 40% to 20%. Not everything was grim for this fiscal category: it is true that since 

the 1640s, mining taxes were no longer the driving force of the royal exchequer, but its 

participation was still important enough to provide a firm base for the royal exchequer. 

Despite the unflattering situation experienced in a critical industry for the fiscal system, 

the Hispanic Empire managed to increase its fiscal revenue in America during the second 

half of the XVIIth century.

Graph 2.5 shows the composition of mining taxes across the century. The graph 

demonstrates that the revenue of the señoreaje and the quinto de oro, though not as spec-

tacular as the taxes charged over silver production, proved steady sources of fiscal revenue 

for the Crown. Gold production maintained an average contribution to the fiscal category 
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of 2.58%, with little variance. As the sample did not include the provinces of the New 

Kingdom of Granada, such as Popayán, which were among the most important producers 

of gold in the world at the epoch, it is safe to assume that the fiscal resources derived 

from gold production were higher than those presented here, but not in a scale that could 

affect the trend presented by the tax category.36 Coin mintage was also a constant source 

of fiscal revenue for the Crown. Señoreaje’s revenue increased throughout the century. It 

peaked during the 1640s, precisely when the authorities in Lima and La Plata intervened 

to control the frauds committed at the Potosí mint, which included coin debasement.37 

After this important event, the mintage output maintained high values during the second 

part of the century.

The main development that can be observed in the graph above, is the marked de-

crease of the quinto de plata during the second half of the century. Whereas between 

1600 and 1649 the average contribution of the silver fifth had an average participation of 

71.45% within the tax category, during the second part of the century, the average reduced 

to 57.11%. The difference, 14.34%, was filled by the diezmo. The silver tenth had an aver-

age of 21.83% of the mining taxes during the first 50 years of the century. By 1650-1699 

its average increased to 33.22%.

The shift in the tax branches originated on the regional differences of revenue recol-

lection. Graph 2.6 presents the time series of the fiscal category by viceroyalty.38 There 

was a marked difference in the output between the two governmental zones. Peru’s min-

ing production was the most important in the New World, with 114.81 million pesos in 

taxes during the century, whereas New Spain lagged well behind with only 57.62 million 

pesos. The mining centers in the Andes contributed two-thirds of the fiscal resources 

collected by the category.

Nevertheless, the silver-production machine in Potosí decelerated since the 1620’s. 

Although some traction appears to have been gained again during the 1640’s, it is obvi-

ous that the overall mining production in the viceroyalty of Peru declined throughout the 

century. The same cannot be said for the New Spain. In the northern viceroyalty, there 

were not steep changes of level, as in Peru. Although there was a decline in the 1630’s and 

36 The main producers of the New World were located in the mining zones of Popoyán, New Granada, and 
San Luis Potosí in New Spain.
37 Kris Lane, “Corrupción y dominación colonial: el gran fraude a la Casa de la Moneda de Potosí en 1649,” 
Boletín del Instituto de Historia Argentina y Americana Dr. Emilio Ravignani IIIera serie, no. 43 (July, 
2015): 94-130.
38 The table with the time series can be found in the annex: “4.2 Mining Taxes” on page 509.
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1640’s, it was not as dramatical as in the southern viceroyalty. Moreover, the production 

readily recovered in the 1660’s, reaching again the numbers of the early XVIIth century.

The amount of fiscal resources proceeding from mining production started to con-

verge in both viceroyalties during the second half of the XVIIth century. By the 1670’s 

the income generated by taxing precious metals in Peru and New Spain was virtually the 

same. Taking into account that in the latter, most of the silver produced paid only the diez-

mo, whereas in Peru it was taxed with the quinto, it is safe to say that mining production 

in the northern viceroyalty surpassed the Peruvian during this epoch. The gap between 

the two viceroyalties would deepen throughout the next century.

Although the overall income of the fiscal category reduced significantly during the 

century, the economic conditions of the viceroyalties differed. Whereas mining produc-

tion was declining in Peru since the second half of the XVIIth century, in New Spain, 

silver and gold refining were constantly increasing. The numbers provided by graph 2.6 

show that the sorpasso of New Spain in the 1670’s, was not only driven by the expansion 

of silver output in the northern mines. The story behind the swing seems to be more com-

plicated than a simple mining bonanza.
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Graph 2.6. Mining Taxes in Peru and New Spain. 1600-1699. Per Quinquennium, 
in Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 4, table 2.
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2.2.2 Royal monopolies

The monopolization of some goods was a steady income source for the Crown of Castile 

since the Middle Ages.39 Part of the jura regalia, most of the monopolies (also styled 

estancos), were also established in Hispanic America during the XVIth century. We can 

categorize the goods into three groups. Firstly, those controlled due to their strategic na-

ture for the functioning of the Indies, both because of their importance for the Empire’s 

security and their centrality for the economy. Mercury (azogue) and salt, notwithstanding 

the latter’s importance in the kitchen, were central for refining silver and gold. Sulfu-

ric acid (alumbre) and mercury chlorine (solimán) were the primary raw materials for 

gunpowder (pólvora) production, and thus subject to strict governmental control.40 The 

defensive systems of the Empire in the Caribbean and Europe demanded tin (estaño) and 

copper (cobre). Coinage also used these metals.

Products and activities considered vices, composed the second group. Alcoholic bev-

erages produced in the New World, such as rum, tequila, mezcal (aguardiente) and the 

pulque, were part of this category.41 Gambling activities such as cockfighting (gallos) and 

playing cards (naipes) provided a steady income source for the Real Hacienda. Finally, 

the third group of taxes was created by the Crown during the XVIIth century by monop-

olizing the tools to use public services such as the judiciary system, the religion, and the 

postal system. For any administrative procedure to be legal, the papers had to bear the 

Crown’s seal. The latter included the stamp duty (papel sellado) and the monopoly over 

the Roman Missal issued from the Trent council (libros del nuevo rezado).42

Although the monopolization of a good was considered general for the Indies, spe-

39 “El estanco introduce el monopolio de producción y venta de determinadas mercancías. La Hacienda 
Real se constituye en el único fabricante autorizado y obtiene, aunque no sea propiamente un impuesto, 
una renta de situación que pasa a engrosar los ingresos ordinarios de la corona.” Artola, La Hacienda..., 52.
40 For a good recent explanation of the refining process of metal ores in New Spain and the chemical indus-
try in general: Saul Guerrero, Silver by fire, silver by mercury. A Chemical History of Silver Refining in New 
Spain and Mexico, 16th to 19th centuries. (Leiden: Brill, 2017): 102-153.
41 Pulque is an alcoholic beverage made from fermented agave juice. It is typical from the Mexican central 
highlands. To know more about taxation over alcoholic beverages in New Spain, see: Ernest Sánchez San-
tiró, Coord, Cruda realidad. Producción, consumo y fiscalidad de las bebidas en México y América Latina, 
siglos XVII-XX (México. D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2007). Also the 
classic study: José de Jesús Hernández Palomo, La renta del pulque en Nueva España. 1663-1810 (Sevilla: 
Escuela de Estudios Hispano-Americanos, 1979).
42 The gradual creation of a myriad of new monopolies was among the most significant changes in the struc-
ture of the royal revenues during the XVIIth century. The 1630s saw the creation of the stamp duty across 
all the Empire; the 1640s saw the introduction of renewed control systems for the playing cards monopoly; 
most of the monopolies over gambling and alcoholic beverages were created within a series of reformations 
introduced during the second half of the century.
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cific differences were in place between the territories. For the most part, the geographical 

allocation of monopolized goods’ production dictated the differences. For instance, the 

Audiencia de La Plata district had the yerba mate monopoly, Indians there produced there 

the caffeine-rich leaf. It remained entirely unknown in New Spain. On the other hand, the 

cochineal monopoly was a prime revenue source for the Crown in New Spain, but it was 

virtually unknown in Peru.

The salt monopoly constituted a particular case, for the monopoly had been intro-

duced in the New World in 1591, with the same royal order that reintroduced the alcabala 

in Peru, but failed to become a good source of revenue. In 1609 the Council ordered to 

suppress the monopoly both in Peru and New Spain, for the salt price had spiked, and if 

that trend continued, it was to affect the miners’ capacity to produce silver severely.43 In 

1635, as part of the tax package for the Armada de Barlovento in New Spain, the Council 

introduced the monopoly in New Spain again. The Crown let third parties rent the ex-

ploitation of the salines of Peñol Blanco near Zacatecas, settled after the creation of the 

first monopoly, and also the salines at Acapulco’s coastal zones. However, the order did 

not include Peru.

The administration of royal monopolies was diverse. The most important was mer-

cury. Deemed central for the Hispanic Empire’s economic functioning, the azogue mo-

nopoly was administered directly by the Real Hacienda and never left it in the hand of 

any third parties.44 It constituted one of the largest enterprises of the XVIIth century; it 

spanned across two continents as the mercury was produced both in Huancavelica in 

Peru and Almaden in Castile.45 This monopoly also managed to ship to the New World 

43 “Y el virrey de Nueva España escribe la falta que los mineros tienen de sal, porque la que en aquella tierra 
se coge es de pozos que benefician los indios para su sustento y granjería, y en poca cantidad, y que en la 
costa de Yucatán se coge también y se lleva al puerto de la Veracruz en bajeles, y de allí  en carretas a Mé-
xico y que se ha encarecido mucho respecto de haber introducido este arbitrio el gobernador de Yucatán.” 
AGI, Gobierno, Indiferente General, 750, 12/06/1609, f. 1 front.
44 For an assessment of the administrative structure of the azogue monopoly in New Spain see: Mervyn F. 
Lang, El monopolio estatal del azogue en el México colonial (1550-1710) (México, D.F.: Fondo de Cultura 
Económica, 1977).
45 “Desde que se provee y lleva de estos reinos al de la Nueva España el azogue que se saca del Almadén 
para el beneficio y labor de las minas, se les ha contado a los mineros puesto en México hasta el año de 
1602, a razón de 80 ducados el quintal, y en este tiempo se ocurrió por su parte a Vuestra Majestad, diciendo 
que se hallaban en mucho trabajo, por haberse dificultado la labor de las minas, ahondándose y dado en 
agua, faltándoles gente y encareciéndoseles el sustento de ella y los magistrales forzosos con que se saca 
la plata. Y que respeto de estas y otras causas les hiciese Vuestra Majestad merced de bajarles el precio 
referido a la cantidad que pareciese conveniente para su conservación. Y Vuestra Majestad fue servido de 
bajarles 10 ducados en cada quintal por tiempo de 6 años, de manera que desde entonces no pagaron más 
de 70 ducados hasta el de 609.” AGI, Gobierno, Audiencia de México, 2, N. 165, f. 5 back.
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mercury from Idrija in the Holy Roman Empire (today Slovenia).46 The government even 

essayed to acquire azogue in China to send it to Acapulco to cover for the increasing 

demand for mercury experienced the northern viceroyalty by the early XVIIth century.47

The azogue administration was costly. Only in Peru, by 1614, the Real Hacienda 

spent at least 331,000 pesos paying for the 250 semi-forced workers that labored within 

one of the most deathly mines of the world, Huancavelica. The sum included the freight 

fees to bring the mercury parcels, made from cow leather, to Potosí, a complex logistical 

operation that included two ground transportation stages and an intermediate maritime 

phase. The Real Hacienda received 385,000 pesos selling this mercury.48 The benefits 

it produced for the Real Hacienda were not overly spectacular if compared with other 

monopolized goods.49 However, undertaking such an enterprise within the infrastructure 

provided by the royal exchequer, allowed mining in the New World to continue producing 

silver bullion without any alterations.

The strategic importance of mercury was very well known both by the Crown and 

the miners. Given its relevance in the refining process, the Crown assumed the produc-

tion and distribution of the azogue. It then sold it on credit to most of the miners in Po-

tosí, Zacatecas, and Oruro. By doing so, the Real Hacienda promoted silver production. 

46 The Crown signed an Asiento with Antonio de Castro, agent of the Holy Roman Empire, and the mercury 
provider Francisco de Oberotz, to acquire and transport 12,000 quintales (552.108 metric tonnes) from 
Idrija to Seville. AGI, Gobierno, Indiferente General, 1777, 10/02/1626. The mercury shipped from the 
territories of the Holy Roman Empire continued to be shipped to the viceroyalty throughout the XVIIth 
century. It reached the mines in northern New Spain, as it can be assessed from the receipts of Caja Real in 
San Luis Potosí, where 6 miners acquired 22 quintales (1.012 metric tonnes) of Azogues de Alemania be-
tween 1684 and 1691. The cost of the mercury imported from Idrija (129 pesos per quintal) was higher than 
the azogue produced in Almadén (87.73 pesos per quintal), as the final cost reflected the shipping fees. AGI, 
Contaduría, Cajas Reales de la Nueva España, 923-B, f. 141 back, 345 front & back, 378 front - 382 back.
47 “Y habiéndose visto en el consejo y considerado con atención todo lo que el Virrey dice y que por mucho 
cuidado que acá se pone para que se provea de azogue [a] la Nueva España, no se puede conseguir respecto 
de que las minas del Almadén no proveen cada año más de 3,000 quintales (que aunque es más cantidad 
de la que por su asiento están obligados) y este año no se pueden ir en la flota más de 2,000 quintales por 
haber de salir más temprano que otros años, y falta tiempo para beneficiarle (si bien queda el Consejo con 
cuidado de que se provean de los otros 1,000 quintales, y demás si fuere posible en navío suelto), ha partido. 
Que se le responda luego al Virrey la poca disposición que hay en España para proveerle de tanta cantidad 
como pide, ahora ni aún lo que hasta aquí se solía enviar, y que presupuesto esto y la necesidad que repre-
senta de este metal, ordene sin perder ahora de tiempo, como desde la China se le provea con abundancia, 
la cantidad que hubiere menester en la Nueva España cada año de manera que antes le sobre que le falte.” 
AGI, Gobierno, Indiferente General, 751, 04/20/1610, f. 6 front & back. Although some Chinese mercury 
reached New Spain, it seems that its chemical composition was not optimal for silver refining. Guerrero, 
Silver by fire..., 37.
48 The administrative cost of the Huancavelica mine, included the payments realized to the hospital so that 
it tended the workers that fell ill due to mercury poisoning. BPR, Section II [Manuscripts], 1278, f. 8 back 
and f. 138 back.
49 For a calculation on the Crown's benefit rate on the mercury monopoly, see: “Table 3.10. Royal Monop-
olies, Revenue and Expenses. 1600-1699” on page 223.
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Moreover, as the marked differences between the series of mining taxes and the monop-

olies might denote, the Crown did not enforce punctual payment for the mercury debits. 

Instead, the Crown used the debits to gain political leverage amongst the miners, as the 

viceroys often amnestied azogue debts at the viceregal capitals.

Table 2.5 displays the different tax branches of the Royal monopolies in Hispanic 

America, whereas table 2.6 presents the time series for each tax branch. Perhaps the most 

crucial element they show is that the mercury dominated the royal monopolies’ fiscal 

revenue. It accounted for an overwhelming 78.948% of the category. Also, the 77.86 

million pesos collected by selling azogue, constitute the second-largest tax branch in the 

royal exchequer during the epoch analyzed, behind the quinto de plata. The second cate-

gory within the monopolies were the playing cards. The Crown collected more than 11.5 

million pesos, which means it sold at least 8.7 million decks of playing cards to the New 

World’s settlers.50 Playing cards proved to be a constant source of revenue for the Real 

Hacienda, as this monopoly produced an average of 0.58 million pesos per quinquennium, 

50 The price of a playing deck of cards can be evaluated in 1.33 pesos for the late XVIIth century. The con-
version presented here does not account for many of the regional difference in price, but it provides a good 
rough estimation of the amount of the decks sold by the Crown. AGI, Contaduría, Cajas Reales de la Nueva 
España, 923-B, 2, f. 61 front.

Tax Value* % of Category
Gallos 1,473.36 0.001%
Yerba Mate 2,796.99 0.003%
Estaño 6,214.97 0.006%
Cobre 38,339.20 0.039%
Nieve 58,827.00 0.060%
Alumbre 73,367.16 0.074%
Solimán 77,038.36 0.078%
Aguardiente 93,133.36 0.094%
Libros del Nuevo Rezado 184,377.61 0.187%
Pólvora 209,829.11 0.213%
Sal 1,055,164.32 1.070%
Pulques 2,929,469.70 2.970%
Papel Sellado 4,468,982.75 4.531%
Naipes 11,563,365.81 11.725%
Azogue 77,861,056.44 78.948%
Total 98,623,436.15
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Table 2.5. Royal Monopolies of the Hispanic American Real Hacienda. 1600-1699
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Quinquennium Azogue Naipes Papel 
Sellado Pulques Sal Polvora Libros 

del NR Aguardiente Soliman Alumbre Nieve Cobre Estaño Yerba 
Mate Gallos Total

1600-1604 4.9513 0.4834 0.0000 0.0000 0.1085 0.0000 0.0155 0.0001 0.0000 0.0008 0.0000 0.0000 0.0000 0.0000 0.0000 5.5596
1605-1609 5.2378 0.6274 0.0000 0.0000 0.0803 0.0007 0.0011 0.0104 0.0000 0.0007 0.0000 0.0000 0.0006 0.0000 0.0000 5.9590
1610-1614 4.5391 0.5257 0.0000 0.0000 0.0433 0.0000 0.0205 0.0030 0.0000 0.0000 0.0000 0.0120 0.0048 0.0000 0.0000 5.1484
1615-1619 2.8096 0.5713 0.0000 0.0000 0.0691 0.0000 0.0185 0.0000 0.0057 0.0000 0.0000 0.0051 0.0002 0.0000 0.0000 3.4796
1620-1624 3.6120 0.6280 0.0000 0.0000 0.0676 0.0108 0.0135 0.0000 0.0214 0.0000 0.0000 0.0003 0.0006 0.0000 0.0000 4.3542
1625-1629 4.1463 0.3745 0.0000 0.0000 0.0579 0.0242 0.0156 0.0000 0.0073 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 4.6257
1630-1634 5.1636 0.8120 0.0000 0.0000 0.0757 0.0419 0.0151 0.0000 0.0100 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 6.1184
1635-1639 3.8281 0.9206 0.0044 0.0000 0.0577 0.0397 0.0088 0.0000 0.0062 0.0000 0.0204 0.0000 0.0000 0.0000 0.0000 4.8859
1640-1644 3.2564 0.5668 0.2747 0.0000 0.0539 0.0337 0.0000 0.0000 0.0025 0.0017 0.0143 0.0000 0.0000 0.0000 0.0000 4.2040
1645-1649 4.5073 0.6800 0.4786 0.0000 0.0482 0.0126 0.0655 0.0000 0.0073 0.0013 0.0122 0.0000 0.0000 0.0000 0.0000 5.8130
1650-1654 3.8088 0.5642 0.4669 0.0000 0.0406 0.0086 0.0016 0.0000 0.0094 0.0044 0.0119 0.0001 0.0000 0.0000 0.0000 4.9166
1655-1659 3.9956 0.6718 0.5053 0.0000 0.0138 0.0196 0.0000 0.0000 0.0023 0.0046 0.0000 0.0000 0.0000 0.0000 0.0000 5.2130
1660-1664 2.6949 0.5415 0.3855 0.0000 0.0161 0.0098 0.0000 0.0000 0.0026 0.0034 0.0000 0.0002 0.0000 0.0000 0.0000 3.6540
1665-1669 2.9546 0.6172 0.3537 0.1014 0.0457 0.0035 0.0000 0.0000 0.0014 0.0029 0.0000 0.0033 0.0000 0.0000 0.0000 4.0836
1670-1674 3.2456 0.5664 0.3421 0.4389 0.0539 0.0045 0.0000 0.0000 0.0008 0.0032 0.0000 0.0030 0.0000 0.0000 0.0000 4.6586
1675-1679 3.2971 0.6715 0.4164 0.5655 0.0554 0.0000 0.0000 0.0215 0.0000 0.0022 0.0000 0.0041 0.0000 0.0000 0.0001 5.0339
1680-1684 4.2967 0.6018 0.3632 0.5912 0.0566 0.0000 0.0013 0.0224 0.0000 0.0065 0.0000 0.0038 0.0000 0.0000 0.0001 5.9436
1685-1689 4.5814 0.5083 0.3385 0.6843 0.0399 0.0000 0.0046 0.0155 0.0000 0.0144 0.0000 0.0034 0.0000 0.0000 0.0009 6.1911
1690-1694 4.0575 0.3814 0.3083 0.4498 0.0334 0.0000 0.0019 0.0075 0.0000 0.0130 0.0000 0.0027 0.0000 0.0010 0.0003 5.2569
1695-1699 2.8775 0.2494 0.2314 0.0984 0.0375 0.0002 0.0008 0.0127 0.0000 0.0143 0.0000 0.0003 0.0000 0.0018 0.0000 3.5244
Total 77.8611 11.5634 4.4690 2.9295 1.0552 0.2098 0.1844 0.0931 0.0770 0.0734 0.0588 0.0383 0.0062 0.0028 0.0015 98.6234
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.

Table 2.6. Royal Monopolies of the Hispanic American Real Hacienda. 1600-1699 (time series)
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and the royal exchequer charged it during the entirety of the period analyzed.51 The third 

income category is stamp duty. The 4.46 million pesos could account for almost 6 million 

stamped paper sheets.52

Another observation drawn from the data presented here is that two of the most 

important royal monopolies during the XVIIIth century: the tobacco and the cochineal,53  

are not present in the data array presented above. This development needs some insight. 

Tobacco did not develop as a monopoly on its won right in Hispanic America during the 

XVIIth century. Tobacco crops were prohibited in the Minor Antilles in 1606 because the 

settlers sold them to English, French, and Dutch privateers. However, tobacco cultivation 

at the provinces of Venezuela, New Andalusia, and Guyana, had flourished and possessed 

a value nearing the 100,000 pesos when sold in Seville by that same epoch. The Council 

wanted to establish a monopoly operating from the Andalusian port, and give part of its 

proceedings to the Jesuit seminars for the Englishmen in Madrid (Colegio de San Jorge) 

and Seville (Colegio de San Gregorio Magno).54

Since 1609, the Council debated lifting the prohibition and monopolizing the crops.55 

In 1614, the Crown lift prohibition for tobacco cultivation in the Islands of the Caribbean. 

Beyond the commercial interests that pushed for the monopoly in Europe, the reintroduc-

tion of this genre, the Council deemed, would help to repopulate the Antilles.56 By 1620, 

the Council nominated an administrator in Santo Domingo, to help control the 230 metric 

tonnes of tobacco produced in the Islands per year.57 However, the plans to monopolize 

tobacco production from Seville failed to enforce total control of the crops and their 

commercialization in Europe. Also, the Council of Hacienda of Castile extended a letter 

to the Council of the Indies, with several doubts about the latter’s proper competences to 

impose a monopoly in Castilian soil. Finally, the Consulado de Comercio and the Ayunta-

miento in Seville were not lending their support to the monopoly’s operation and wanted 

51 María Ángeles Cuello Martinell, La renta de los naipes en Nueva España (Sevilla: Escuela de Estudios 
Hispano-Americanos, 1966).
52 At the middle of the century, the second seal -the most common- cost 6 reales or 0.75 pesos. See the 
example of a stamped paper from New Spain in 1640 in the annex: “3. Stamp Duty in Hispanic America, 
1640. Second-Category Seal, of 6 Reales” on page 508.
53 The cochineal is a small insect endemic of Oaxaca and Puebla. It was used mainly as red dye. See: Amy 
Butler Greenfield, A Perfect Red. Empire, Espionage and the Quest for the Color of Desire (New York, NY: 
HarperCollins, 2008).
54 AGI, Gobierno, Indiferente General, 751, 07/14/1613, f. 2 front.
55 AGI, Gobierno, Audiencia de Charcas, 1, N. 295.
56 The cedula real was signed the 8th of august of 1614. AGI, Gobierno, Indiferente General, 751, 07/14/1613, 
f. 3 front - 4 front.
57 AGI, Gobierno, Indiferente General, 753, 05/09/1620, f. 2 front.
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its elimination.58 The tobacco monopoly, however, was fully introduced during the late 

XVIIth century and early XVIIIth century. It became the primary source of fiscal revenue 

for the Real Hacienda, even superseding silver production, towards the las epoch Hispan-

ic domination in America.59

On its part, cochineal was a de facto monopoly. At the beginning of January 1607, 

the duke of Lerma deemed necessary to establish a royal monopoly over this insect’s 

production. He had reached that conclusion after a series of debates that had started at 

the Consejo de Hacienda de Castilla since 1605.60 The valido sent a letter to the Indies 

Council president, prompting him to elaborate a cédula real for the viceroy of the New 

Spain. He was to take 68,933.82 pesos, a substantial sum of money, from Mexico’s trea-

sury office to buy all the dye’s existences directly from the Indians that produced it in the 

provinces of Puebla and Oaxaca. When the letter arrived at the Consejo de Indias, the 

Count of Lemos, serving as president, immediately elevated a consulta to Philip III. The 

Council’s secretaries strongly opposed the directive, as the mere notice of the creation 

of the monopoly “...would suffice to stop the harvest [of cochineal] because of the fear 

that Your Majesty would take the crops for less than its just price in the market.”61 Nev-

ertheless, the Council begrudgingly sent the cédula to be signed by the king at the end 

of March 1607. When Philip III saw the terms of the answer, he withdrew Lerma’s order 

temporarily and asked the Council to write to the viceroy of New Spain, asking to give 

his opinion on the matter. During summer of the next year, Luis de Velasco the young, 

viceroy of New Spain, wrote back to the Consejo in these terms:

58 The allegations of the Consulado de Comercio were immediately challenged by the Council, due to the 
presence of foreigner merchants, which were specially affected by the special tariffs introduced by the to-
bacco monopoly. AGI, Gobierno, Indiferente General, 753, 11/07/1634.
59 Also, in the case of Mexico, the monopoly of tobacco became the main source of fiscal revenue and base 
of the public credit system of the central government during the first years of the independent republic. 
Carlos Marichal Salinas, “El sistema fiscal del México colonial, 1750-1810,” in Penuria sin fin. Historia de 
los impuestos en México, siglos XVIII-XX, Coords. Luis Aboites Aguilar and Luis Jáuregui Frías (México, 
D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2005), 75.
60 AGI, Gobierno, Indiferente General, 749, 01/26/1607, f. 1 front. Pedro Maluenda -a famous Genoese 
banker- also sent a letter to Philip III explaining how the cochineal was an important consumption good that 
could be sold directly in Flanders and Italy if the Crown could establish a monopoly. Of course, Maluenda 
himself would be in charge of the business in Europe. See: f. 5 front and back. For more information about 
the Maluenda Brothers bank: Carlos Álvarez Nogal and Christophe Chamley, “Refinancing short-term debt 
with a fixed monthly interest rate into funded juros under Philip II: an asiento with the Maluenda brothers,” 
The Economic History Review LXXI, no. 4 (2018): 1100-1117.
61 “...sola la informacion que se pide bastaría para que cese el beneficio y cosecha de ella por el miedo que 
cobraran de que Vuestra Majestad le mandara tomar por menos del justo valor en el mercado.” AGI, Go-
bierno, Audiencia de México, 1, N. 278, f. 1 front.
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The cochineal monopoly seems to be a business that would bring more complica-
tions than profit. In such a trade, we cannot spend the money directly. As money 
would have to circulate among too many hands, we have to assume high operational 
costs and high business risks. To get a hold of this business, not even creating anoth-
er Consejo de Hacienda would suffice.62

The viceroy’s stern answer, clearly opposed to the creation of the monopoly and 

confirmed the assessment given by the Consejo on the matter. After some discussion, 

the Real Hacienda controlled cochineal production and commercialization. However, the 

Real Hacienda merely bought the product in the Oaxaca and Puebla provinces and then 

shipped the goods to Seville. The Crown managed the commercialization at the port over 

the Guadalquivir river, the Hispanic American treasury offices do not reflect its revenue.63

Graph 2.7 presents the evolution of the fiscal resources derived from royal monopo-

lies. Royal monopolies exhibit a marked cyclical behavior that fluctuated between three 

62 AGI, Gobierno, Audiencia de México, 27, N. 51, b. 3, f. 3 front and back.
63 Carlos Marichal Salinas, “Mexican Cochineal, Local Technologies and the Rise of Global Trade from the 
Sixteenth to the Nineteenth Centuries,” in Global History and New Polycentric Approaches. Europe, Asia 
and the Americas in a World Network System (XVI-XIXth centuries), Eds. Manuel Pérez García and Lucio 
De Sousa (London: Palgrave McMillan, 2017), 255-273.
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Graph 2.7. Royal Monopolies of the Hispanic American Real Hacienda. 1600-1699. 
Per Quinquennium, in Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from table 2.2
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and six million pesos per quinquennium, in a four-step rhythm. The graph is then simi-

lar to the total revenue. When compared with the total revenue time series, the value of 

R-squared is significantly high: 68.23%.64 The coefficient is the highest value obtained 

among the time series of the fiscal categories. The relationship between the total fiscal 

revenue and the monopolies means that the latter were a very stable source of resources 

for the Real Hacienda in Hispanic America. When the fiscal revenue recessed, so did the 

monopolies. When the total revenue increased, the monopolies followed suit. The cate-

gory remained closely linked to the fiscal policy of the Crown.

Graph 2.8 displays the participation of the royal monopolies in the total revenue. 

The time series of the fiscal category presents little variation. The peak was reached in 

1610-1614, when it accounted for 18.87%, whereas the valley came in 1640-1644 with 

13.29%. The range was only 5.58% during the XVIIth century. Moreover, the time-series 

variation became less and less accentuated during the second half of the period analyzed. 

The time-series average provides a solid 16.22%, which is also very similar to the number 

obtained for the fiscal category in the aggregated number presented in table 2.1 (16.27%). 

These numbers demonstrate that the royal monopolies were among the most stable fiscal 
64 Results of the Regression Statistics: Adjusted R-Squared: 66.52%; F Statistic: 7.1186E-06; Standard 
Error: 0.4959.
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Graph 2.8. Participation of the Royal Monopolies in the Total Revenue. 1600-1699. 
Per Quinquennium, in Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from table 2.2.
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sources for the Crown of Castile in Hispanic America.

Given the centrality of the estanco del azogue within the fiscal category, it is reason-

able to expect that the cycle would be analogous to the aggregation of the quinto, diezmo, 

and quinto de plata labrada tax branches. However, applying a linear regression to the 

entirety of the time series for the azogue (table 2.6), and the taxes over silver production 

(table 2.4) during the XVIIth century, yields a rather underwhelming value for R-squared 

of 45.86%.65 The number shows that silver production was not entirely dependent on the 

quantity of azogue sold in the New World. The picture changes if the regression does not 

take into account the values before 1640. In the second exercise, the regression presents 

an R-squared value of 82.81%.66 Thus, it is safe that taxes over silver production and the 

mercury monopoly synchronized after the decade of the 1640s. As the first decades of the 

century were marked by scarcity and high prices of mercury, especially in New Spain, it 

would seem that the increases in silver production experienced until the 1630s were based 

on fire rather than on the patio process. However, when mercury inputs stabilized after 

the Thirty Years’ War and the Crown started to reduce the azogue’s price to the miners, 

especially in New Spain, silver production started to be tightly synchronized with the in-

troduction of mercury over the mining towns. These developments are also closely linked 

to the economic changes experienced in the viceroyalties.

Graph 2.9 presents the time series of the fiscal category for both viceroyalties.67 The 

total collection in both areas of the Empire was very similar. New Spain contributed with 

52.48 million pesos, whereas in Peru, the royal monopolies collected 46.14 million pesos. 

What stands out in the graph are the changes experienced by both series over time, which 

do not exhibit the same stability of the total. During the reigns of Philip III and Philip IV, 

New Spain was the primary revenue source derived from the monopolies. In the quin-

quennium 1630-1634, the northern viceroyalty collected 4.27 million pesos, whereas, in 

the south, only 1.85 million pesos entered the royal coffers. The northern viceroyalty had 

contributed an average of 1.56 million pesos per quinquennium above Peru. The gap 

started to close after 1635, as the next 30 years present an average of just 0.68 million 

pesos. Finally, under Charles II, the roles inverted. From 1665 and until the end of the 

century, Peru contributed an average of 1.23 million pesos above New Spain.

The Crown’s fiscal policy is behind the shift in the trends of the viceroyalties. In-

65 Regression statistics: Adjusted R-Squared: 42.28%; F Statistic: 0.001; Standard Error: 0.5974.
66 Regression statistics: Adjusted R-Squared: 81.09%; F Statistic: 3.9867E-5; Standard Error: 0.2860.
67 The time series can be found in the annex: “4.3 Royal Monopolies” on page 510.
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dubitably, the price of the azogue is behind this swing. The miners in Potosí, Porco, and 

Oruro had benefited with cheap mercury, steadily provided on credit by the Crown during 

the first two-thirds of the century. The Crown promoted the mining production in Peru’s 

entrepôts, as they were the primary source of fiscal resources in Hispanic America. The 

Real Hacienda in Peru was not keen on enforcing the payment of the miners’ debts, as that 

could hurt their capacity to continue silver production. Contrastingly, during the same 

epoch, in New Spain, the miners benefited from a discounted rate in the taxes over silver 

but paid handsomely for the mercury. The situation, however, changed radically during 

the last third of the century. Silver production in New Spain gained traction after some 

underwhelming years in the middle of the century, linked precisely to shortages in the 

azogue supply, caused partly by the attack over the Dutch’s supply lines in the Caribbean.

The Crown, understanding the economic potential of the mines in northern New 

Spain, changed its policy towards the viceroyalty. During the turbulent years of Philip 

IV, the Real Hacienda could not provide enough mercury provision towards Zacatecas, 

Pachuca, and Durango. The Crown deemed more necessary to furnish the mines in Peru. 

If there were any need in the New World to cover with Almaden’s mercury, the Crown 

would often choose to allocate it in Peru. Under Charles II, New Spain received loads of 
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Graph 2.9. Royal Monopolies in Peru and New Spain. 1600-1699. Per Quinquenni-
um, in Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 4, table 3.
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mercury from Europe, and even from Huancavelica in Peru. The Real Hacienda also cut 

the price of the mercury. This measure intended to stimulate the opening of new mining 

centers and promote the refining of ore previously deemed unprofitable. These policies 

were undertaken at the beginning of the 1660s and predated some 15 or 20 years the eco-

nomic recovery that would propel New Spain to be the prime source of income for the 

Hispanic Empire in America.

When revenue coming from the monopolies tanked in New Spain, the category in-

creased considerably in Peru. The fiscal stimuli to mining production that the Crown 

had situated in Peru shifted to New Spain. During Charles II’s reign, the miners in the 

southern viceroyalty had to pay increasing fees from the azogue monopoly and dealt with 

more strict enforcement to liquidate the debts contracted with the Real Hacienda. Thus, 

the reduction of revenue in the north was covered hastily by income coming from Peru. 

The Crown pulled the levers, and the total income of the fiscal category even increased.

Another development took place in America towards the 1680s. The sudden upsurge 

of the revenue during the last years of the century is not only linked to the enforcement 

of the estanco del azogue in Peru. The creation of new monopolies, operating over goods 

commonly consumed in the continent’s cities, provided new fiscal revenue for the Real 

Hacienda. Graph 2.10 shows the composition of the royal monopolies during the century. 

The data shows that the fiscal category experienced an increasing diversification of its 

revenue, especially during the last third of the century. These developments already show 

the increasing complexity of the economy and society in the New World and the growing 

interest of the Crown to create new monopolies to obtain new fiscal resources by taxing 

the economic activities of the settlers.

Between 1600 and 1634, the azogue monopoly represented an average of 86.12% 

of the total revenue of the fiscal category. Since 1625, at the beginning of Philip IV’s 

government, the mercury’s participation in the monopoly revenue started to reduce. The 

introduction of new estancos, such as the stamp duty, the salt in New Spain, the solimán, 

certainly diversified the fiscal category’s revenue sources. Since 1635 and until 1699, 

the mercury monopoly presented an average of 74.91%. Although mercury did not lose 

its dominance over the monopolies, its participation reduced indeed. As the century ad-

vanced, the fiscal category became less and less intertwined with the comes and goes of 

mining production. The introduction of monopolies that taxed new consumption goods 

across the continent reflects the increasing size of the population and the economy of the 
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New World. This fact also evidences the capacity of the Crown to vie for the introduction 

of new taxes that would be paid universally by a myriad of new consumers. The numbers 

presented here, already point out to the importance that these branches would eventually 

reach during the following century: the 2.77 million pesos collected by the pulque mo-

nopoly, propelled it to the fourth place within the fiscal category.68 It is almost astonishing 

that those numbers were produced in just 32 years (between 1668 and 1700) and paid 

exclusively at the treasury office in Mexico.

2.2.3 Trade taxes

The third fiscal category in importance within the exchequer in Hispanic America were 

taxes over commercial circulation. The fiscal category experienced a steady increase 

during the XVIIth century. Two classes of taxes composed the fiscal category: those that 

affected the local circulation of goods, and taxes over long-distance transactions. Within 

68 For an assessment of the pulque monopoly during the second half of the XVIIIth century: Ernest Sánchez 
Santiró, “La fiscalidad del pulque (1763-1835): cambios y continuidades,” in Cruda realidad. Producción, 
consumo y fiscalidad de las bebidas en México y América Latina, siglos XVII-XX, Coord. Ernest Sánchez 
Santiró (México. D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2007), 70-105.
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the first group, we can find the alcabala,69 a tax that charged a tariff over the consumption 

goods introduced within a given jurisdiction, the wine excise (sisa del vino), and the sales 

in petty commerce (pulperías). The second group agglutinates the duty (almojarifazgo) 

charged over commercial goods’ circulation in the customs located at the ports. It also 

included the avería, a tax paid by the ports’ users destined to finance the infrastructure 

and defense of the commercial routes. Finally, the comisos, charged to the proprietors of 

illegal merchandise impound at the ports.

Tables 2.7 and 2.8 show the taxes that composed this fiscal category. The alcabalas 

reales were the largest within the trade taxes; the 58.56 million pesos collected by the tax 

signify almost a tenth of Hispanic America’s total fiscal burden. Thus, the alcabalas con-

stituted the fourth largest tax, behind the quinto de plata, the azogue monopoly, and the 

diezmo de plata. The almojarifazgo fared well, with almost 20 million pesos. This num-

ber does not include the amounts that were charged in Seville and later in Cadiz. Those 

quantities were not administered by the Hispanic American Real Hacienda, although the 

Consejo de Indias did oversee its transferences to the Castilian Royal Exchequer.

The introduction of the alcabala in America was perhaps the most crucial devel-

opment within the fiscal administration at the end of the XVIth century. The expansion 

of the economy reached a limit towards the 1590s. The rhythm of the economy seemed 

to stagnate in Castile. Moreover, the wars against England and the Dutch revolt, which 

had acquired global dimensions, depleted Europe’s fiscal resources. These developments 

69 The classic work by Smith provides a good general synthesis of the alcabala in New Spain: Robert 
Sidney Smith, “Sales Taxes in New Spain,” The Hispanic American Historical Review XXVIII, no. 1 (Feb-
ruary, 1948): 2-37.

Tax Value* % of Category
Quinto de Vacas 859.01 0.001%
Pulperías 851,253.31 1.020%
Avería 893,572.72 1.071%
Sisa del Vino 1,069,019.85 1.281%
Comisos 2,091,823.55 2.506%
Almojarifazgo 19,998,451.40 23.958%
Alcabalas Reales 58,566,262.38 70.163%
Total 83,471,242.22
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Table 2.7. Trade Taxes of the Hispanic American Real Hacienda. 1600-1699
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Quinquennium Alcabalas 
Reales Almojarifazgo Comisos Sisa Averia Pulperias Quinto de 

Vacas Total

1600-1604 1.7748 1.5305 0.0007 0.0166 0.0000 0.0000 0.0000 3.3226
1605-1609 1.9669 1.6053 0.0132 0.0250 0.0110 0.0000 0.0000 3.6215
1610-1614 1.5911 1.1875 0.0419 0.0063 0.0000 0.0000 0.0000 2.8268
1615-1619 1.6476 1.0359 0.0000 0.0076 0.0087 0.0000 0.0000 2.6998
1620-1624 1.6667 0.9817 0.0010 0.0606 0.0062 0.0000 0.0000 2.7161
1625-1629 1.8025 1.4071 0.0128 0.0525 0.0073 0.0000 0.0000 3.2821
1630-1634 2.0368 0.9735 0.0061 0.0104 0.0022 0.0350 0.0000 3.0640
1635-1639 3.4101 1.1737 0.0258 0.0111 0.0139 0.0839 0.0000 4.7184
1640-1644 4.1919 1.4633 0.0335 0.0178 0.0069 0.0690 0.0000 5.7825
1645-1649 3.9839 0.8223 0.0324 0.0179 0.0074 0.0572 0.0000 4.9211
1650-1654 3.3933 0.9146 0.2382 0.0105 0.0000 0.0760 0.0000 4.6326
1655-1659 3.7172 0.3969 0.2070 0.0415 0.0000 0.0692 0.0000 4.4318
1660-1664 3.3070 0.3677 0.1119 0.0470 0.0162 0.0771 0.0000 3.9269
1665-1669 3.0201 0.7775 0.0988 0.2711 0.0738 0.0593 0.0000 4.3006
1670-1674 3.4479 1.0741 0.1640 0.0712 0.1601 0.0591 0.0000 4.9765
1675-1679 4.0961 1.0702 0.2648 0.0821 0.1883 0.0639 0.0000 5.7656
1680-1684 3.8443 1.2502 0.0310 0.0813 0.1583 0.0593 0.0000 5.4246
1685-1689 3.9330 0.6369 0.1241 0.1053 0.1012 0.0489 0.0000 4.9494
1690-1694 3.3070 0.8125 0.2125 0.0843 0.1012 0.0453 0.0003 4.5632
1695-1699 2.4280 0.5172 0.4720 0.0489 0.0308 0.0479 0.0005 3.5454
Total 58.5663 19.9985 2.0918 1.0690 0.8936 0.8513 0.0009 83.4712
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.

Table 2.8. Trade Taxes of the Hispanic American Real Hacienda. 1600-1699 (time series)
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prompted the Crown to expand its sources of income further, seeking new mechanisms 

that could provide new fiscal resources. Until this point, Philip II’s fiscal policies towards 

the Indies had centered on creating the administrative structure of the Real Hacienda, and 

the introduction of the taxes that were already in place in Castile.70 The government had 

also battled to limit the European settlers’ power by translating the dominion of the en-

comiendas to royal jurisdiction. The royal exchequer base in that epoch were the mining 

taxes and the tributo, which combined represented two-thirds of the total revenue.71

Whereas in Castile, commercial taxes had become the base of the public finance sys-

tem since the mid-XVth century, in Hispanic America, by the 1580s, they were a marginal 

source of fiscal revenue. The Crown had transferred the laws of Castile to the Indies and 

had technically introduced all the commercial taxes that operated in Castile. However, 

the government had chosen not to enforce the payment of the alcabalas in many the ter-

ritories of the New World, most notably in the viceroyalty of Peru. By the quinquennium 

1590-1594, this tax accounted for 0.78 million pesos, a third of the commercial taxes, and 

2.77% of total income. These figures are very far from the numbers the tax would achieve 

during the XVIIth century, as this imposition alone would end up being responsible for 

more than two-thirds of the commercial taxes.

The reintroduction of the alcabala in Peru had been proposed several times in the 

Council of the Indies. Nevertheless, the Crown perennially delayed the enforcement of 

the tax. The political situation of the viceroyalty after the conquest, plagued with rebel-

lions and inner-fighting, was not mature enough during the first years. Moreover, during 

this epoch, the near absence of taxes over local and regional circulation was intended to 

promote new markets. The situation was also beneficial to the merchants in Seville, as 

maintaining low prices in the New World stimulated European goods’ demand. By the 

end of the century XVIth century, the status quo in Peru and Europe had changed, and the 

Crown was ready to review its policy regarding the circulation of goods in the southern 

viceroyalty. This policy was the swan song of Philip II’s reign regarding the administra-

tion of the Indies. The modification set off the course of what would become one of the 

critical developments of the next one hundred years: the increasing centrality of the com-

mercial taxes within the New World’s fiscal structure.

70 Charles I and Philip II’s legislation regarding fiscal matters is impressive, and it normally has to do with 
the creation of institutions to regulate the economic and social life in the colonies. See the compilation of 
dispositions regarding the Real Hacienda in: BNE, Manuscritos, 2989.
71 See: “Table 4.1. Revenue Composition of the Real Hacienda. Comparison between the governments” on 
page 287.
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Philip II signed the real cédula enforcing the payment of the alcabala in the vice-

royalty of Peru at El Pardo, November the first, 1591. The original introduction would 

set the rate at 2% over the goods being sold by Spaniards in the Indies.72 The iteration of 

the order signed by Philip III, which is the definitive form used within the Compilación 

de Leyes de las Indias, justified the reasons behind the introduction of the tax over the 

mercantile circulation, citing the necessity of investing in the Indies’ Fleet as the leading 

cause of the tax creation:

The alcabala of everything that is sold and bought universally by everyone is an an-
cient and very justified right of the kings of Castile... because of this reason, it was 
paid in the kingdoms of the Indies since the time of their incorporation to the Crown 
of Castile... having formed a junta by order of Philip II, our glorious progenitor, in 
this Court in the year 1558, to treat some general affairs of the Indies, it was agreed 
that the tax should be charged, and its administration overseen by the viceroys of 
Peru and New Spain. The cédula started to be executed, but during the year 1574, 
the king ordered that the tax be overruled in Peru to favor its population and neigh-
bors, as the Real Hacienda conditions had improved and thus allowed the measure. 
It was later recognized that, due to the many accidents befallen, the necessities and 
obligations of the Real Hacienda had augmented. Although the king would have 
wanted to continue the grace made to our vassals, it was impossible to leave out this 
branch of the revenue to maintain and finance, primordially, the maritime fleets. And 
to this end, it committed its proceedings, with the moderation and limitations given 
by the orders and laws hereby contained.73

Forcing the Peruvians to pay the tax proved to be a complicated matter. Before even 

trying to discuss the imposition at the local acuerdo de hacienda, the marquis of Cañete, 

then viceroy in Lima, intended to gain the support of all the institutions that had to coop-

erate to charge the alcabalas in the viceroyalty. This protracted negotiation has certain 

elements similar to those found later during the Unión de las Armas. As the viceroys had 

previously rejected to establish the alcabala in Lima, Philip II pushed further for its com-

plete establishment in a series of consultas and juntas de hacienda in the years following 

the initial cédula.74 These measures did not impede the emergence of resistance to the tax, 

72 Francisco López de Caravantes explains the nature of the order, and even adds a colorful assessment over 
the increased rate at which the coca leave was charged: “Por cédula de primero de noviembre del año de 
[15]91 mandó Su Majestad cobrar en este reino y sus provincias, a dos por ciento de alcabala, de todas las 
mercaderías que se vendiesen, así de la primera venta como de la segunda y demás ventas y reventas de 
ella. Y de la coca mandó se cobrase [a] cinco por ciento, porque quiso -a mi parecer- que se desterrase esta 
ilusión de los indios, que se persuaden que traída esta coca en la boca les da fuerzas para el trabajo, aunque 
se van desengañando...” BPRM, II [Manuscripts], 1278, f. 43 front.
73 Leyes de Indias, Libro VIII, Título XIII “De las alcabalas”, Ley primera.
74 “Pero mucho más importantes fueron los asuntos que la junta había acometido en el año de 1596: la in-



110

and, in the case of Quito, overt rebellion.75 Despite these occurrences, the alcabala was 

finally accepted and charged across all the New World. By the end of the XVIIth century, 

all Castile’s trade taxes were also in place in the New World.

Contrary to the mining taxes, trade taxes were ordinarily subject to tax-farming 

during the XVIIth century. The reintroduction of the alcabala in the viceroyalty of Peru, 

and its enforcement in Mexico, was accompanied with the creation of two merchant’s 

guilds (Consulados de Comercio) in Mexico City (1592) and Lima (1613). The Crown 

realized this concession to the local elites to quell further resistance to the newly created 

taxes. The new institutions would be considered the prime candidates to administer the 

alcabala in the viceroyalties and use the avería income to finance themselves.76 With this 

policy, the Crown tried to recreate some conditions that made possible tax negotiations 

in Castile. The fiscal category’s tax branches became the main target of the reforms to 

taxation introduced during the XVIIth century. Most of the taxes saw its tariff increased 

over the century to pay for the Unión de las Armas and the Armada de Barlovento. The 

elites used those innovations to negotiate some political reforms within the American 

territories. Nevertheless, the evolution of institutions in Hispanic America was not linear. 

The cities challenged the concessions realized to the Consulados, and a lengthy debate of 

the administration terms of the alcabala affected the political life of the New World until 

the tax returned to the direct administration of the Crown during the XVIIIth century.

Graph 2.11 presents the time series for trade taxes. The picture cannot be more elo-

quent: this fiscal category became increasingly important during the XVIIth century, fill-

ing the gaps left by mining taxes after the fourth decade of the century. The graph shows 

three cycles. Philip III’s reign shows a mostly mediocre output in this branch. However, 

troducción general en las Indias de la alcabala y la reorganización del tráfico del azogue en el Perú.” Ernst 
Schäfer, El Consejo Real y Supremo de las Indias. Su historia, organización y labor administrativa hasta 
la terminación de la Casa de Austria (Valladolid: Junta de Castilla y León, Marcial Pons Historia, 2003), 1. 
The consulta that Shäfer refers to, is contained in: AGI, Gobierno, Indiferente General, 743, N. 241.
75 Bernard Lavallé, Quito y la crisis de la alcabala (1580-1600) (Quito: Institut français d’études andines, 
Corporación Editora Nacional, 1997), 143-192.
76 For an excellent essay on the relationship between Mexico city merchant's guild and royal finances, see: 
Guillermina del Valle Pavón, El consulado de comerciantes de la ciudad de México y las finanzas novo-
hispanas, 1592-1827 (Ciudad de México: PhD Dissertation, El Colegio de México [unpublished], 1997): 
28-92. Also: “Los primeros intentos de crear el Tribunal del Consulado de Lima, en 1592, fracasaron por 
la tenaz oposición del Cabildo y, en parte, por el temor de los comerciantes de ser el blanco de nuevos 
impuestos... En 1613 se creó el Consulado y los años siguientes fueron testigos de las incesantes pugnas 
entre oficiales reales, el Cabildo y la Audiencia...” Margarita Suárez Espinoza, “El Perú en el mundo at-
lántico (1520-1739),” in Compendio de Historia Económica del Perú II: la economía del periodo colonial 
temprano, Ed. Carlos Contreras (Lima: Banco Central de Reserva del Perú, Instituto de Estudios Peruanos, 
2009), 242. Also: 
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under this kings’ overseeing, the government in Peru finally introduced the alcabala in 

the viceroyalty. These developments paved the way for the increases the fiscal category 

would experience later in the century.

The graph also demonstrates that the fiscal policy introduced by Philip IV is crucial 

to understand the structure of the Hispanic Empire during the XVIIth century. The Unión 

de las Armas and the Armada de Barlovento pushed for an increase in almost all trade 

tax rates. The reforms tried to control the Pacific trade that linked Manila with Acapulco 

and limited trade between Peru and New Spain. It is also probable that over-taxation in 

this economy sector back-fired during the last part of this reign. That would explain the 

decay of this category of revenue during the last years of Philip IV. Despite the recess ex-

perienced by the trade taxes during the 1660s, the fiscal category’s level did not fall to the 

values experienced in the earlier years of the century. A new cycle opened when Charles 

II took office, and the Consulado de Comerciantes in Lima negotiated the continuation of 

the Union. The curve describes a cycle very similar to the one that came before. The last 

Hapsburgs based their fiscal policy on taxing an increasingly complex economy in Amer-

ica. Finally, trade taxes time-series exhibits similarities to the total income,  although it is 

not as alike as the monopolies’ cycles. The similarities are especially acute for the reigns 
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of Philip IV and Charles II, which in graph 2.11, almost mimic the total income. This 

behavior of the time-series points to the increasing importance of this category within the 

fiscal structure, as these cycles were also the epochs that yield the highest tax recollection 

in Hispanic America.

Graph 2.12 shows the participation of the trade taxes within the total revenues across 

the century. The curve draws a curve that permits to detect the increase of magnitude 

experienced by the category since the 1630s. The soar of trade taxes in the overall fiscal 

system took place precisely during the epoch in which the mining taxes were diminishing. 

Also, the growth of trade taxes was steady during the second half of the century. Trade 

taxes cemented themselves as the columns supporting the royal revenue, on the same 

scale as the mining taxes and the monopolies. Under Philip III, the fiscal category pro-

vided an excellent average of 10.73% of the total revenue. This situation changed signifi-

cantly during the next reign: with Philip IV in office, the average was 13.68%. The quin-

quennium 1640-1644 even saw the fiscal category reach  18.28% of the total income in 

Hispanic America. However, trade taxes did not sustain that level for a long time. Charles 

II’s reign also showed an increase in average, which reached 15.49%.
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Graph 2.12. Participation of the Trade Taxes in the Total Revenue. 1600-1699. Per 
Quinquennium, in Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from table 2.2.
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Graph 2.13 displays the distribution of the fiscal category by viceroyalty.77 For the 

first time within this review of royal revenue, New Spain was the principal source of 

fiscal revenue: 45.92 million pesos coming from trade taxes entered the Cajas Reales 

in the northern viceroyalty. Peru contributed with 37.59 million pesos. Until 1639, New 

Spain provided an average of 0.85 million pesos more than the southern viceroyalty. This 

situation changed significantly, and until the last years of the century, Peru contributed an 

average of 0.69 million pesos more than the north. Nevertheless, the level in both vice-

royalties was very similar during this epoch.

Another significant development is that the tendency of both series is similar. Peru 

had exhibited a negative slope in the other fiscal categories, whereas New Spain pre-

sented a positive value. Within the trade taxes, both viceroyalties exhibit an increasing 

recollection across the century. The graph also exhibits that the most significant taxation 

changes within Hispanic America occurred in the 1630s and 1640s, precisely the epoch 

of the government of the Count-Duke of Olivares. The fiscal policy centered on the nego-

tiation with the local powers to improve the taxing over the markets that were thriving in 

the New World. In New Spain, the alcabala increased from 2% to 6%, whereas in Peru, 
77 The time series can be found in the annex: “Table 2.5. Royal Monopolies of the Hispanic American Real 
Hacienda. 1600-1699” on page 96.
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the increase was only from 2% to 4%. These developments also explain why the fiscal 

category expanded so heavily in the northern viceroyalty.

Despite the increases in the alcabala rate in New Spain, the most transcendent 

change took place in the southern viceroyalty, which closed the gap between separating 

it from the New Spain rapidly in the 1630s and 1640s. The institutional changes intro-

duced in Peru during the 1610s did not reflect significantly in the series. The creation of 

the Consulado de Comercio in Lima did not propel the income from trade taxes in the 

viceroyalty. Instead, the upsurge of the trade taxes in Peru took place in the 1630s. Behind 

this occurrence was the incorporation of increased rates to the alcabala negotiated by the 

viceroy count of Chinchon with the local institutions, within the broader framework of 

the Unión de las Armas. Tax recollection did not hold these high levels for a long time: 

by the 1650s, trade taxes saw a significant contraction in both viceroyalties. However, 

the 1670s experienced a fast recovery in the collection of trade taxes. The levels did not 

return to those experienced before the reforms of the 1630s. However, the fiscal category 

remained one of the essential fiscal sources for the Crown.

Graph 2.14 shows the tax branch composition of the fiscal category. The century 

started with a distribution almost equitable between the alcabala (53.42%) and the al-
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mojarifazgo (46.06%). However, as the century advanced, the share of taxes charged 

for long-distance commerce shrunk, and those related to local markets increased. Be-

tween 1600 and 1644, the average for the alcabala was 61.4%, and for the almojarifazgo 

36.86%. By the quinquennium 1645-1649, the alcabala comprised 80.96% of the fiscal 

category, and the almojarifazgo only 16.71%. During the second half of the century, the 

former had an average of 73.94%, and the latter just 17.14%. The figures above show that 

the taxes over long-distance commerce recessed, whereas those charged over regional 

markets within the continent, expanded across the XVIIth century.

The taxes composing this fiscal category in Hispanic America show paths that sepa-

rate them from Castile’s duties. Their structure was significantly different. As some schol-

ars have remarked, trade taxes indubitably affected the growth of the Castilian economy 

during the XVIIth century, by placing an excessive burden on the consumption of ev-

eryday goods such as wine, meat, and wheat, a fiscal strategy that also applied an exces-

sive tax burden on popular classes living in the cities.78 This outcome does not seem to 

be similar in Hispanic America. The numbers underline that the internal circulation of 

consumption goods within the American mainland provided almost three-quarters of the 

trade taxes and a positive tendency during all the century. Commercial exchange between 

Europe and America, and Asia, amounted to roughly more than a quarter of the fiscal 

category and experienced a negative tendency during the century.

2.2.4 Extraordinary income

The fiscal categories reviewed until now can be qualified as universal to Hispanic Ameri-

ca: the Real Hacienda charged them across all the continent, and the Cajas Reales charged 

them without limitation of time. We can categorize as extraordinary the sources of income 

that did not fit this definition.79 The secret behind this fiscal category’s functioning is that 

it comprised an array of mechanisms that allowed to increase royal revenue in a very 

expedited manner. The Hispanic American Real Hacienda targeted extraordinary income 

derived revenue to transfer it to Castile. Efficiency to obtain fresh fiscal income was high-

ly appreciated when the Crown needed resources to sustain its foreign policy in Europe.

78 Carlos Álvarez Nogal and Leandro Prados de la Escosura, “The rise and fall of Spain (1270-1850),” The 
Economic History Review LXVI, no. 1 (February, 2013): 20. Also: Jose Ignacio Andrés Ucendo and Andrés 
Lanza García, “Presentación. Hacienda y economía en la Castilla del siglo XVII,” Studia Historica. Histo-
ria Moderna, no. 32 (2010): 33. 
79 During the epoch, this kind of extraordinary fiscal mechanisms was normally referred to as arbitrios.
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Table 2.9 illustrates the tax branches that composed the extraordinary income of 

the Hispanic American Real Hacienda. Table 2.10 displays the time series for the tax 

branches. We have grouped the branches in clusters that denote their origin, to provide 

a better assessment of the multiple sources of revenue that composed the extraordinary 

category. The first cluster included the profit obtained by selling property that was con-

sidered part of the jura regalia, such as real estate (mercedes), the rents derived from the 

administration of public goods (propios y arbitrios), and of the sale of offices within the 

public administration (oficios vendibles y renunciables). It also comprised the auctioning 

of miscellaneous goods deemed of no interest to be directly administered by the Crown 

(almonedas). The most important among the sales of the royal property was the income 

derived from selling offices, with 17.83 million pesos collected. If we add other similar 

Table 2.9. Extraordinary Income of the Hispanic American Real Hacienda. 1600-
1699

Cluster Tax Value* % of Category

Encomiendas 2,059,492.87 3.14%
Composiciones 2,994,074.22 4.57%
Sub-total 5,053,567.09 7.71%

Bolsillo de Su Majestad 15,515.48 0.02%
Represalias 44,263.31 0.07%
Redención de Cautivos 132,652.43 0.20%
Buenos Efectos 310,693.44 0.47%
Bienes de Difuntos 1,380,360.52 2.11%
Penas de Cámara 5,165,791.88 7.88%
Depósitos 8,881,168.06 13.55%
Sub-total 15,930,445.13 24.31%

Juros 514,164.85 0.78%
Donativo 5,944,823.25 9.07%
Préstamos 12,282,561.63 18.74%
Sub-total 18,741,549.72 28.60%

Mercedes 182,761.40 0.28%
Almonedas 3,648,683.96 5.57%
Propios y Arbitrios 4,139,572.96 6.32%
Oficios Vendibles y Renunciables 17,839,493.70 27.22%
Sub-total 25,810,512.03 39.38%

65,536,073.98
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Sales of Property (Jura Regalia)

Fines and Fees (Justice Administration)

Loans and Voluntary Donations

Licenses

Total
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Table 2.10. Extraordinary Income of the Hispanic American Real Hacienda. 1600-1699 (time series)

Quinquennium Oficios Prestamos Depositos Donativo Penas de 
Camara Propios Almonedas Comp. Encom. Bienes de 

difuntos Juros Buenos 
Efectos Mercedes Redencion 

de Cautivos Represalias Bolsillo 
de SM Total

1600-1604 0.6334 0.6236 0.2729 0.3649 0.3732 0.1878 0.0575 0.0758 0.0000 0.7920 0.0000 0.0180 0.0326 0.0025 0.0000 0.0000 3.4342
1605-1609 1.7423 0.8986 0.4129 0.0688 0.2588 0.1252 0.0607 0.0569 0.0144 0.1145 0.0034 0.0348 0.0052 0.0100 0.0000 0.0000 3.8065
1610-1614 0.6830 0.4342 0.3889 0.0732 0.1826 0.2157 0.0014 0.0389 0.0070 0.0912 0.0068 0.0139 0.0006 0.0102 0.0000 0.0000 2.1476
1615-1619 0.8718 0.4007 0.2051 0.0067 0.1205 0.0934 0.0617 0.0980 0.0105 0.0015 0.0000 0.0090 0.0004 0.0098 0.0000 0.0000 1.8891
1620-1624 1.2101 0.5689 0.2410 0.3000 0.1763 0.0619 0.1476 0.0934 0.0449 0.0109 0.0000 0.0067 0.0000 0.0148 0.0000 0.0000 2.8764
1625-1629 0.9629 0.5033 0.1745 0.6613 0.6105 0.0835 0.1916 0.0541 0.1182 0.0058 0.0000 0.0094 0.0005 0.0083 0.0000 0.0000 3.3838
1630-1634 0.9830 0.6686 0.3992 0.2551 0.3230 0.1531 1.3190 0.0552 0.0906 0.0659 0.0000 0.0178 0.0000 0.0081 0.0064 0.0007 4.3458
1635-1639 0.8538 1.0356 0.2718 0.6117 0.3923 0.1136 0.8915 0.0722 0.0769 0.0197 0.0000 0.0117 0.0045 0.0117 0.0153 0.0000 4.3824
1640-1644 0.8620 1.3827 0.3293 0.5083 0.3234 0.6883 0.2623 0.5177 0.0375 0.0301 0.2576 0.0138 0.0001 0.0056 0.0226 0.0000 5.2412
1645-1649 0.7557 1.1511 0.8745 0.1696 0.3050 0.5363 0.3458 1.1047 0.0371 0.0301 0.2464 0.0094 0.0000 0.0153 0.0000 0.0000 5.5811
1650-1654 0.8967 0.4359 0.4597 0.2895 0.4377 0.4804 0.1500 0.2260 0.0389 0.0871 0.0000 0.0094 0.0118 0.0042 0.0000 0.0000 3.5273
1655-1659 1.3367 0.6695 0.2690 1.0006 0.2878 0.4597 0.0767 0.2335 0.1151 0.0215 0.0000 0.0083 0.0146 0.0000 0.0000 0.0001 4.4931
1660-1664 0.8370 0.6948 1.6597 0.2437 0.0858 0.2780 0.0405 0.2140 0.1510 0.0124 0.0000 0.0108 0.0096 0.0000 0.0000 0.0042 4.2415
1665-1669 0.6219 0.3322 0.6342 0.3875 0.2260 0.1750 0.0160 0.0156 0.1220 0.0116 0.0000 0.0070 0.0253 0.0000 0.0000 0.0045 2.5786
1670-1674 0.6632 0.0626 1.0748 0.0928 0.2909 0.1928 0.0152 0.0127 0.1683 0.0098 0.0000 0.0115 0.0214 0.0000 0.0000 0.0060 2.6221
1675-1679 0.8411 0.0909 0.7061 0.2711 0.3525 0.1532 0.0112 0.0311 0.3083 0.0321 0.0000 0.0231 0.0387 0.0073 0.0000 0.0000 2.8667
1680-1684 0.9036 1.1725 0.2134 0.1874 0.2204 0.0324 0.0000 0.0088 0.1380 0.0409 0.0000 0.0270 0.0122 0.0145 0.0000 0.0000 2.9711
1685-1689 0.9010 0.3584 0.1872 0.0478 0.0839 0.0371 0.0000 0.0285 0.1769 0.0026 0.0000 0.0294 0.0030 0.0060 0.0000 0.0000 1.8618
1690-1694 0.5826 0.5258 0.0510 0.1778 0.0721 0.0497 0.0000 0.0489 0.2305 0.0005 0.0000 0.0203 0.0023 0.0046 0.0000 0.0000 1.7659
1695-1699 0.6975 0.2727 0.0556 0.2271 0.0432 0.0226 0.0000 0.0079 0.1735 0.0000 0.0000 0.0194 0.0000 0.0000 0.0000 0.0000 1.5196
Total 17.8395 12.2826 8.8812 5.9448 5.1658 4.1396 3.6487 2.9941 2.0595 1.3804 0.5142 0.3107 0.1828 0.1327 0.0443 0.0155 65.5361
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.
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taxes, the profits derived from the Crown’s property amounted to 39.38% of the fiscal 

category.

Other essential components of the extraordinary revenue were the loans that local 

elites gave to the royal exchequer (préstamos and juros), and the voluntary donations 

collected among the Hispanic American settlers to support the Crown (donativo). The 

préstamos received by the Real Hacienda, which amounted to 12.28 million pesos, con-

stituted the second source of revenue within the fiscal category.80 If we add the other two 

similar sources of income, juros, and donativo, the percentage reaches 28.6% of the fiscal 

category.

A relatively steady source of extraordinary income for the Crown in Hispanic Amer-

ica were the fines and fees derived from the justice administration (depósitos, penas de 

cámara, buenos efectos, redención de cautivos, represalias, bienes de difuntos and bolsi-

llo de su majestad). The third tax in importance within the fiscal category, the depósitos 

issued from the justice system, reached 8.88 million pesos. If we aggregate them with 

the other akin taxes, the justice system transfers can be esteemed to take 24.31% of the 

category. Finally, the Crown charged the elites for the licenses to continue the exploita-

tion of work services slated to return to the Crown after a specific time (encomiendas) 

and for forfeiting prosecution of irregular land occupation (composiciones). This cluster 

represents a meager 7.71% of the extraordinary income in America.

Graph 2.15 presents the evolution of this fiscal category throughout the century. The 

curve illustrates the sudden upsurge of the category, precisely when the Hispanic Monar-

chy faced its lowest hours in Europe. Between 1615 and 1649, the income derived from 

extraordinary means passed from 1.89 million to 5.58 million pesos. This fiscal category 

reached a revenue level akin to that of trade and mining taxes at its peak.  Philip IV’s 

foreign policy, pressed for fresh income to finance the military buildup in America and 

Europe. The Crown resorted to selling parts of its jura regalia and pursued loans and 

donations to rapidly close the holes that opened in the budget both in the Old World and 

80 The amount of the préstamos might have reached surpassed the 20 million pesos, as the practice of lend-
ing to the Real Hacienda in Potosí and Lima was masked with operations such as the trueques de barras 
(8.7 million pesos). The officers could borrow from the public banks in Peru, but paid high interest rates 
that were not authorized by the government. I have not included these operations here, for the data is still 
unable to provide enough information to assess clearly the amounts borrowed and the payments realized. I 
considered them administrative operations and maintained them outside of the revenue and the expenses. 
For a detailed assessment of the functioning of the banks in the viceroyalty of Peru: Margarita Suárez Espi-
noza, Comercio y fraude en el Perú colonial. Las estrategias mercantiles de un banquero (Lima: Instituto 
de Estudios Peruano, Banco Central de Reserva del Perú, 1995).



119

in the New. Nevertheless, this was not a fiscal policy sustainable in the long-run: after the 

Thirty Years’ War ended, and the Catalonia revolt settled, the category rapidly returned to 

the previous levels, slowly decaying during the second half of the century.81

Graph 2.16 presents the break down of the fiscal category by viceroyalty.82 Peru 

was the principal contributor of extraordinary income for the Real Hacienda’s coffers by 

a large margin. A total of 39.71 million pesos,  60.60% of the category, proceeded from 

the southern viceroyalty’s treasury offices. New Spain provided only 25.82 million pe-

sos, for 39.4% of the total. We can only find such a difference in the distribution among 

the viceroyalties within the mining taxes. It is also significant that the time series for the 

total and Peru are very similar. When we compare both with linear regression, R-squared 

yields a value of 79.83%.83 Thus, the events that took place in Peru explain a considerable 

proportion of the fiscal category variance. This observation is mostly accurate for the 

impressive upsurge of the extraordinary income within the southern viceroyalty between 

81 It should be noted that some extraordinary income related to selling offices in America, started to be sold 
directly in Madrid after the 1640’s. These operations are not accounted for in the figures presented here. 
Notwithstanding the importance for the Crown of these sources of revenue, in an epoch of extreme need in 
Castile, it would be difficult to assume that if the amounts were added, they would change significantly the 
trend shown in graph 15.
82 The time series can be found in the annex: “4.5 Extraordinary Income” on page 511.
83 Regression statistics: Adjusted R-Squared: 79.05%; F Statistic: 2.1961E-7; Standard Error: 0.4661.
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1615 and 1649, which saw an increase of magnitudes over time with no equal within this 

assessment of the royal revenue.

The fact that such a soar of extraordinary revenue took place in Peru, precisely when 

the fiscal category faltered in New Spain, is significant. It is clear that the Crown, under 

Olivares’ oversaw, explicitly targeted Peru as a source of expedite fiscal resources. Most 

of the proceedings of these mechanisms would end up in Castile. The viceroys marquis 

of Guadalcázar and the count of Chinchon managed to ramp up the extraordinary means 

started since the 1620s. This phenomenon was independent of the Unión de las Armas’ 

negotiations, which stifled and ended until the late 1630s.

New Spain did not follow the same path. Many accidents played against the Crown’s 

intentions to produce extraordinary fiscal revenue subject to be transferred to Castile with 

haste in the northern viceroyalty. The resistance against the policies introduced by the 

count of Gelves led to open rebellion. The Crown was not eager to impose a policy that 

could strain the relationship with the local elite. Some years later, when the viceroyalty 

had settled, the inundation of Mexico city befall. The spikes fount in New Spain’s time 

series is caused mainly by the collection of donativos.

Graph 2.17 displays the tax branch composition of the fiscal category. It shows that 
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the revenue of this fiscal category came from an array of heterogeneous sources. Not all 

of them were active throughout the entire century. However, the main tax branches, such 

as oficios vendibles, préstamos, depósitos, and donativos rendered income for the Crown 

for each quinquennium observed and provided the base of the extraordinary sources of 

revenue in Hispanic America. The graph shows that to propel the New World’s extraordi-

nary revenue, the Crown resorted to multiply the mechanisms that provided the resourc-

es. The composition for the quinquennium 1645-1649, which saw the peak of the fiscal 

category, included an upsurge of composiciones, juros, and depósitos. They had not been 

branches of any weight within the Hispanic American Real Hacienda until that point.

2.2.5 Church contributions

During the early modern era, there were several parallel tax systems. Similarly to the king 

of Castile, the Church built a comprehensive fiscal system in the New World. Thus, in 

Hispanic America, royal taxes coexisted with church taxation and the relatively smaller 

systems of the cities (Ayuntamientos). Nevertheless, these structures had many connec-

tions that linked them. Precisely, most of the taxes presented in table 2.11 were part of the 
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church fiscal system but ended up transferred to the Real Hacienda. They constitute ces-

sions made by the Church to support the efforts of the Monarchy. The kings of Castile had 

been patrons of the Church since the XVth century, and in that quality, they promoted the 

propagation of the catholic faith in the New World (Real Patronato). Either by financing 

church-building or by paying campaigns to evangelize the indigenous inhabitants. In ex-

change, the Monarchy received the power to designate the bishops in the whole continent. 

It also received financial support from the concession of some graces from the papacy.

The most important among the Church’s contributions was, without a doubt, the 

Crusade Bull (bula de santa cruzada). The Bull’s dominance within the fiscal category is 

unquestionable: 29.66 million pesos were collected just by selling the bulls to the settlers 

in the New World. It constitutes the seventh most crucial tax of the Real Hacienda during 

the century.  Since the XIth century, the Church started to collect the Crusade Bull. Its 

proceedings served to finance the war against Islam, both in Jerusalem and in the Iberian 

peninsula. The papal bulls consisted of a piece of sealed paper that promised indulgences 

and spiritual privileges to those that bought them.84 The pope Gregory XIII conceded the 

Bull for the Crown in America the 10th of July of 1573, after some turmoil it the public 

finances under Philip II. Its first predication in the Indies dates from 1577.

The administration of the Crusade Bull mobilized personnel in Rome, Madrid, Se-

ville and all the dioceses of the New World. The documents were printed in Europe and 

84 I have taken this definition from: María del Pilar Martínez López-Cano, La Iglesia, los fieles y la Corona. 
La bula de la Santa Cruzada en Nueva España, 1574-1660 (Ciudad de México: Universidad Nacional Au-
tónoma de México, Instituto de Investigaciones Históricas, 2017): 13. For a general overview of the Bull 
in Hispanic America: José Antonio Benito Rodríguez, La bula de cruzada en Indias (Madrid: Fundación 
Universitaria Española, 2002).

Table 2.11. Church Contributions of the Hispanic American Real Hacienda. 1600-
1699

Tax Value* % of Category
Medio Real de Fábrica 42,009.51 0.10%
Noveno y Medio de Hospital 226,927.62 0.55%
Limosna 295,590.42 0.71%
Mesada Eclesiástica 1,380,928.59 3.34%
Vacantes 2,449,597.83 5.92%
Novenos Reales 7,291,877.24 17.63%
Bulas de Santa Cruzada 29,667,133.03 71.74%
Total 41,354,064.24
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis
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Quinquennium Bula de Santa 
Cruzada Novenos Vacantes Mesada Limosna Noveno y Medio 

de Hospital
Medio Real 
de Fábrica Total

1600-1604 1.3923 0.1454 0.0097 0.0000 0.0291 0.0000 0.0000 1.5765
1605-1609 1.5872 0.1690 0.0431 0.0000 0.0116 0.0001 0.0000 1.8110
1610-1614 1.4463 0.1787 0.0213 0.0000 0.0277 0.0011 0.0000 1.6751
1615-1619 1.5064 0.3360 0.0155 0.0000 0.0000 0.0000 0.0000 1.8579
1620-1624 1.4710 0.2598 0.0233 0.0001 0.0148 0.0041 0.0000 1.7732
1625-1629 1.1124 0.3944 0.0836 0.0515 0.0011 0.0206 0.0000 1.6636
1630-1634 1.7562 0.4506 0.1134 0.0955 0.0014 0.0000 0.0000 2.4171
1635-1639 1.5322 0.4507 0.1431 0.0978 0.0217 0.0000 0.0003 2.2459
1640-1644 1.4849 0.2710 0.0674 0.0763 0.0207 0.0034 0.0000 1.9238
1645-1649 1.5945 0.3060 0.2172 0.0668 0.0268 0.0050 0.0000 2.2163
1650-1654 1.7831 0.3962 0.0712 0.0839 0.0202 0.0769 0.0000 2.4315
1655-1659 1.6251 0.4289 0.1915 0.0920 0.0091 0.0713 0.0060 2.4239
1660-1664 1.3598 0.4693 0.2346 0.0756 0.0189 0.0080 0.0053 2.1715
1665-1669 1.3659 0.4143 0.1451 0.1566 0.0175 0.0026 0.0000 2.1020
1670-1674 1.1967 0.3781 0.3135 0.1086 0.0140 0.0116 0.0000 2.0224
1675-1679 1.5268 0.4677 0.3306 0.1409 0.0184 0.0054 0.0000 2.4898
1680-1684 1.4009 0.4895 0.1619 0.1136 0.0368 0.0029 0.0066 2.2123
1685-1689 1.7559 0.4332 0.0917 0.0950 0.0013 0.0000 0.0001 2.3773
1690-1694 1.5145 0.4106 0.0288 0.0592 0.0024 0.0081 0.0058 2.0295
1695-1699 1.2549 0.4425 0.1432 0.0675 0.0019 0.0058 0.0178 1.9336
Total 29.6671 7.2919 2.4496 1.3809 0.2956 0.2269 0.0420 41.3541
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.

Table 2.12. Church contributions of the Hispanic American Real Hacienda. 1600-1699 (time series)
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then sent to America. The distance from Europe made it impossible to produce the Bulls 

annually for the viceroyalties of Peru and New Spain. Thus, the Church would conduct 

the predication biannually. In America, the archbishops and bishops were initially able 

to designate the treasurers that would administrate the Crusade Bull freely. However, 

the administration’s complexities prompted the introduction of a special court for the 

Crusade, the Tribunal de Santa Cruzada. These courts were created in 1600 so that they 

administrated the revenue coming from the Bull. Their main activity was to designate the 

treasurers that would sell and charge the Bulls locally.85 The jurisdiction and competences 

of the Tribunales de Cruzada, which had both justice and fiscal attributions, led to sever-

al clashes with the Reales Audiencias, the Cajas Reales, and the Tribunales de Cuentas 

throughout the century.86

By 1650, Lima, Mexico City, and Bogota possessed Tribunales de Santa Cruzada, 

each with its comisario delegado -dependent of the comisario in Castile-, who was in 

charge of the administration and the nomination of the treasurers; an accountant that had 

to maintain the ledgers of the administration; a treasurer that managed the coin and bul-

lion, and the transferences realized to the central treasury office.87 A total of 18 officers 

worked in the Tribunales. The wages of the administration had a cost of 10,922.43 pesos.88

The overseeing of the administration of the Bull was committed to the viceroy, who 

could call a special junta de cruzada, very similar to the acuerdo de hacienda, which 

would be comprised by the comisario delegado of the Crusade, the accountant of the 

Caja Real Central, a contador de cuentas from the Tribunal de Cuentas, and two oidores 

of the Real Audiencia. This junta could order audits over the administration of the Bull 

and changes on the current course of its administration within the archbishopric jurisdic-

85 “Los Tesoreros de los arzobispados de este distrito son las personas que mejor postura hacen por pliegos 
secretos que presentan para hacer las posturas en el mismo Tribunal adonde se toman los asientos con quien 
mejor postura hace.” Francisco López de Caravantes, Noticia general del Perú II (Madrid: Atlas, 1986), 42.
86 “...están muy gravados los vasallos de aquel reino [de Nueva España] con los asientos que se toman por 
los tesoreros de la cruzada, respecto de las condiciones que ponen, tan contrarias a derecho y buen gobier-
no, y entre ellas la que hay de ser exentos de las Justicias Reales en causas civiles y criminales, llevando 
todos la suya al Tribunal de la Cruzada, en virtud de las cuales hacen lo que quieren, y como el tribunal 
tiene cédulas de inhibición tan fuertes y el comisario es siempre más procurador que juez en las causas del 
tesorero, se ofrecen muchos inconvenientes e injusticias, que no se pueden remediar por tener la Audiencia 
las manos atadas, de que no se escapa la hacienda de Vuestra Majestad, pues los Oficiales Reales de Gua-
dalajara avisan que la Cruzada les a impedido la cobranza de lo procedido de los azogues.” AGI, Gobierno, 
Audiencia de México, 2, N. 306, f. 1 front.
87 The Tribunal de Santa Cruzada  appears connected with the Caja Real Central in: “Figure 1.1. Organiza-
tion of the Real Hacienda de las Indias, c.a. 1650” on page 35.
88 For the Tribunal at Lima: Ibidem., For the Tribunal at Mexico city: BNE Raros, 3080, f. 49 front. For the 
Tribunal at Bogota: BNE, Manuscritos, 3024, f. 146 front.
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tion. This framework was an administrative structure that linked the taxation systems of 

the Church and the Crown.89

The resources collected by the Crusade Bull were of importance within the frame-

work of the Real Hacienda, for the population paid them in coin, and their proceedings 

would have to be remitted to Castile after their transference from the Tribunal de Cruzada 

to the Caja Real Central. In 1613, Francisco López de Caravantes calculated that the Tri-

bunal de Cruzada in Lima, which included all the districts of the Audiencias comprised 

within the viceroyalty of Peru, and the district of the Audiencia of Panama, had sold 

285,257 documents. The sales produced 135,661.76 pesos of net income to the Real Ha-

cienda, paid at Lima’s treasury office, after liquidating the administration.90

The Church’s contributions comprised revenue that originated in the concession of 

three different portions of the tithes (novenos reales, noveno y medio de hospital, and 

medio real de fábrica). The most important among them were the novenos reales, a ninth 

of the tithes’ surplus that the Church charged directly to agrarian production across all 

the Empire. The other parts of the tithes related to the Crown’s efforts to help with the 

construction of public infrastructure such as hospitals and churches. The revenue of the 

vacantes derived from the Monarch’s right to collect the surplus of bishoprics that had no 

designated bishop and were left vacant.

The administration of the tithe was not under the command of the Real Hacienda. 

The Church collected the four parts that entered the Real Hacienda and then transferred 

directly to the local treasury offices. The king could relinquish his right to use these parts 

of the tithe to benefit the construction of cathedrals, seminars, and churches in bishoprics 

that struggled to make meets end. If we merge the four branches coming from the tithes, 

they accumulate 10.01 million pesos. The sum is significant, and the Church transferred 

these resources to the Real Hacienda’s arks regularly throughout the century.

Finally, the clerical allowance (mesada eclesiástica) was created under Philip IV, to 

tax those within the church hierarchy designated by the king. The origin of this tax was 

similar to the media annata, charged to the bureaucracy of the Empire. The Real Hacien-

da collected a total of 1.38 million pesos by charging the mesada to the clergy. The intro-

duction of this exaction over the clergy diversified the exactions coming from the Church.

89 The lines here are drawn form the assessment of the Bull provided by Francisco López de Caravantes in: 
BPR, Section II [Manuscripts], 1278, f. 112 front - 116 back.
90 The Tribunal de Cruzada in Lima had incurred in an administrative cost of 17,291.5 pesos. Thus, of the 
total revenue of the Bula in Peru, the administration consumed only the 11.31%, and the profit was 88.69%. 
Ibid..., f. 115 back.
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Graph 2.18 shows the time series for this fiscal category during the XVIIth century. 

The revenue transferred from the Church’s fiscal system might not have been as spectacu-

lar as that coming from the mining taxes. However, the curve indicates that this category 

was very stable: an average of 2.06 million pesos per quinquennium entered the treasury 

offices coming from the Church’s contributions. The range is only 0.85 million pesos. 

The valley is found during the quinquennium 1660-1604, as the fiscal category collected 

only 1.57 million pesos. The peak occurred during 1675-1679 when the Church trans-

ferred 2.48 million pesos to the Real Hacienda. However small, the fiscal category pres-

ents a positive trend for the century. The increase during the century’s central years seems 

to have been caused by the diversification of revenue sources within the fiscal category. 

During the previous years, the Crown had usually returned the ninths to the bishoprics, 

but this policy changed during Philip IV’s government, especially in the 1630s and 1640s, 

when the Empire’s finances experienced turmoil in Europe. The same had occurred with 

the vacantes, for the Real Hacienda had not usually allowed the transferences until that 

point. The mesada also propelled the fiscal revenue during this epoch.

Graph 2.19 provides the break down of the fiscal category by viceroyalty. Peru was 

the government that provided more resources for this fiscal category. It collected 22.24 
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Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from table 2.2.
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million pesos, which represented 53.78% of the total. The lead of the southern viceroyalty 

was not as strong as in other categories. In general, Peru had the lead in the collection 

across all the century, although the differences between the viceroyalties were not very 

marked: the gap presents an average of just 0.16 million pesos. New Spain contributed 

with 19.11 million pesos. The time series shows that the northern viceroyalty had a lack-

luster performance after the middle of the century. Most of the differences between the 

series come from this epoch, in which the fiscal category faltered in New Spain. Never-

theless, by the end of the century, the fiscal category’s revenue started to increase and 

reached the levels seen before the 1650s.

Graph 2.20 shows the tax branch composition of the Church contributions. The bula 

de santa cruzada was the uncontested base of the fiscal category. On average, the Real 

Hacienda received 1.5 million pesos coming from the Bull per quinquennium. The time 

series for the Bull has a marked stationary behavior, as it presents no significant variations 

over time and possesses no tendency. Although the numbers rendered by the Crusade Bull 

cannot be considered as underwhelming, for it provided a good influx of resources of the 

utmost quality for the Real Hacienda, it is also true that its revenue stagnated across the 

century. The population descent suffered by the New World during the first half of the 
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Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 4, table 6.
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century seems to have affected the capacity of the Bull to expand its revenue.

Instead, the upward slope of the Church contributions is related to the development 

of the novenos reales. When the XVIIth century started, the novenos rendered a fraction 

of 0.14 million pesos; by 1695-1699, the branch collected 0.44 million pesos. The reve-

nue coming directly for the tithe tripled during the epoch analyzed. The revenue coming 

from the mesada also increased, especially during Charles II’s government. The intrica-

cies of the Church’s fiscal system and its connections with the Real Hacienda in America 

deserve a dissertation on their own. The fiscal category shows aspects of the Hispanic 

American societies, such as the strong bonds between consumption, faith, and the govern-

ment, that other similar research subjects cannot portray.

2.2.6 Indian tributo

The Aztec and Inca Empires developed complex fiscal systems. The population living un-

der these polities paid taxes regularly.91 When in the XVIth century, the Hispanic Empire 

91 For a good synthesis of the prehispanic taxation systems in America: Terence N. D’Altroy, “The Inka 
Empire,” in Fiscal Regimes and the Political Economy of Premodern States, Eds. Andrew Monson and 
Walter Scheidel (Cambridge: Cambridge University Press, 2015), 31-70. And: Michael E. Smith, “The 
Aztec Empire,” in Ibid., 71-114.
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toppled the ruling elite and substituted it with encomenderos and imperial bureaucracy. 

These prehispanic taxation systems continued functioning throughout the XVIth century, 

although the new ruling elite introduced some reforms.92 Nevertheless, the impact of vio-

lent conquest wars, epidemics, and over-exploitation from new labor systems introduced 

by the conquerors, affected the Indian population. At the beginning of the XVIIth century, 

the population was decreasing at an alarming pace. These developments undermined the 

Aztec and Inca taxation systems, and the income derived from the tributos reduced sig-

nificantly.

As table 2.1 showed, this category represented 5.94% of the total income during the 

century. We can group two tax branches within the category: the pikes (lanzas), a tax 

introduced during the second half of the century in Peru that affected some of the popula-

tion controlled by the encomenderos, with a total collection of .65 million pesos, and the 

tributo itself which collected 35 million pesos.93 This number also meant that the personal 

contribution of the continent’s indigenous people was the sixth most crucial tax collected 

by the Real Hacienda, with an output similar to other staples of the Real Hacienda, such 

as the alcabalas reales and the bula de santa cruzada.

Not all the indigenous population paid tributo to the Real Hacienda. This per-capita 

tax was paid only by those Indians that belonged to encomiendas whose beneficiary was 

the Crown and those laborers residing outside their original communities (yanaconas). 

Freed slaves also contributed. Indians that belonged to private-owned encomiendas paid 

their respective taxes to those institutions’ beneficiaries and did not appear in the Real Ha-

cienda ledgers. An example: in the viceroyalty of Peru, during 1614, the Crown had the 

right to charge the tributo to some 261,000 inhabitants, out of a total Indian population 

esteemed at around 3.5 million.94

The tributo consisted of a fixed annual contribution either in monies or in species 

paid per household. The rates varied heavily across the continent, depending on the town 

92 Notably, the reformations by Francisco Álvarez de Toledo in Peru, which reordered towns and population 
across all the viceroyalty. It also determined the amount to collect in every town.
93 The terms to refer to the reales tributos in the Real Hacienda were diverse: in the Philippines they were 
usually known as contribuciones de guerra. In the continent, sometimes it was called as servicio de los 
indios. In Peru, the tributos collected to pay for the viceregal guard were normally referred to as guardia 
de a pie.
94 The number of households charged by the Crown in the viceroyalty of Peru during 1614 was 32,593. The 
household size can be esteemed at around 8. BPR, Section II [Manuscripts], 1278, f. 52 back - 82 front. 
For the population size see: María del Carmen Martínez, “El cambio demográfico,” in Historia de España 
Ramón Menéndez Pidal. La formación de las sociedades iberoamericanas (1568-1700), Coord. Demetrio 
Ramos (Madrid: Espasa-Calpe, 1999): 76.
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where the contributor lived: a family living in the repartimiento of Otavalo in Quito’s 

district paid 4.5 pesos and two chickens yearly, whereas a yanacona family in Potosí had 

to contribute 19.85 pesos..95 The head of an Indian family working at the mining town of 

San Luis Potosí in northern New Spain paid only 2.5 pesos.96 The administration of the 

tributo was in charge of the Real Hacienda. It was considered a highly strategic asset by 

the Crown, not only because its collection affected a good portion of the population in 

Hispanic America, but also because its revenue served as the primary means to finance 

the governmental apparatus.97

Thus, tribute recollection required the support of most of the alcaldes mayores and 

corregidores. Local authorities assumed most of the administrative cost, and the Crown 

received the surplus at the Cajas Reales. The Crown agents with the commission to di-

rectly collect the tributo retained the most valuable species and coin. Then they deposited 

in the Cajas Reales the part with the less valuable species. Although the Crown pushed 

heavily to monetize the tributos, the contributors could not always pay in good coin. A 

good percentage of the tax came in various species that the Real Hacienda had to com-

mercialize at the provincial capitals and towns that had a local treasury office.

During the second half of the XVIth century and the entirety of the XVIIth, the Crown 

battled to regain control of encomiendas conceded to European settlers during the first 

years of the conquest. Nevertheless, the Empire’s financial necessities, and the obligation 

to pursue political stability in the New World, often hampered the outcome of this battle. 

The Consejo prolonged further the duration of private-owned encomiendas beyond the 

original term -two generations- to raise the total fiscal revenue and avoid conflict with 

local elites. For the Crown, the special licenses (composiciones), were an important ex-

traordinary instrument to acquire more income in times of need.98

Graph 2.21 presents the time series for the Indian tributo. The graph also displays the 

time series for the population in New Spain and Peru.99 The left ordinate scale represents 

95 BPR, Section II [Manuscripts], 1278, f. 56 front, f. 78 back.
96 AGI, Contaduría, Cajas Reales de la Nueva España, 922, 29, f. 871 front.
97 See: “3.3.6 Justice and government” on page 249.
98 The tax is called composición de encomiendas and has been analyzed within the extraordinary income 
fiscal category.
99 The time series for the population in Peru and New Spain has been taken from table 1 in: Jan Luiten van 
Zanden and Leticia Arroyo Abad, “Growth under Extractive Institutions? Latin America Per Capita GDP in 
Colonial Times,” The Journal of Economic History LXXVI, no. 4 (December, 2016): 1189. I have extrap-
olated the data between the observations presented there, and then used an average per quinquennium. The 
figures provided by van Zanden and Arroyo are on the low spectrum of the population calculations for the 
New World. By 1650, they calculate 3.8 million of inhabitants in New Spain and Peru. María del Carmen 
Martínez estimates the total population in Hispanic America, would have reached 10 millions -including 
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the revenue of the fiscal category in millions of pesos de a ocho. The right scale reflects 

the population in millions. The black line shows the most dramatic reduction of the rev-

enue experienced by a fiscal category in Hispanic America. The tributo had reached its 

pinnacle during the quinquennium 1590-1594, with a tax collection nearing the 4.71 mil-

lion pesos. Just 40 years later, the amount collected was 0.8 million pesos. As the graph 

indicates, the population does not seem to have descended at such an accelerated rate. 

The specialized literature agrees that the total inhabitants in Hispanic America reduced 

until the mid-XVIIth century, but this reduction was more significant among the Indians.100 

What happened was a process in which the structure of the population changed signifi-

cantly. In 1570, 96% of the population in America was Indian. By 1650, the proportion 

had descended to 81%.101 An increasing segment of the population considered themselves 

mestizos;102 slavery had forced black populations to settle in the continent; Europeans 

Central America and the Caribbean-. María del Carmen Martínez, “El cambio demográfico,” in Historia 
de España Ramón Menéndez Pidal. La formación de las sociedades iberoamericanas (1568-1700), Coord. 
Demetrio Ramos (Madrid: Espasa-Calpe, 1999), 68.
100 Demography studies have a long tradition for Mexico: Woodrow Borah and Sherburne F. Cook, “La 
despoblación del México central en el siglo XVI,” Historia Mexicana, no. 45 (1962): 1-11.
101 Martínez, “El cambio..,” 67-68.
102 It was often experienced that these mestizos were the Indians that had abandoned their communities 
and migrated the zones that proportioned opportunities to find a job that paid a decent wage. Thus, this 
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migrated in significant quantities to the New World.103

Thus, this fiscal category’s dawdling performance during the first half of the century 

cannot be explained just by a descent of the tax base. During this epoch, the administra-

tion of the tributo suffered a myriad of reformations that intended to integrate the ancient 

fiscal systems to the Real Hacienda fully.104 The overhaul started to render revenue by the 

1630s when the fiscal category experienced a marked recovery. The curve in graph 2.21 

demonstrates that the population descent ended by the 1650s. Then, the population start-

ed a slow recovery during the second part of the century. The tributo followed suit. By 

the 1640s, fiscal revenue coming from the category grew slightly. During the second half 

of the century, the tributos were entering an average of 1.92 million pesos per quinquen-

nium in the Cajas Reales. It also presented a modest but constant increase in the numbers, 

especially after 1665.

Graph 2.22 presents the time series of the Indian tributo by viceroyalty.105 The rev-

enue collected by the treasury offices situated in New Spain can be esteemed at 20.7 

million pesos, whereas Peru contributed with 14.95 million pesos. The time-series show 

the divergence experienced by this category of revenue during the XVIIth century. During 

the XVIth century, Peru had been the leading provider of tributos for the Real Hacienda 

coffers. By 1590-1594 the fiscal category in the southern viceroyalty reached 3 million 

pesos. Just 25 years later, the income had collapsed to 0.47 million pesos. The fiscal cate-

gory had lost 85% of its former value. After this decline, the revenue stabilized for some 

40 years, yielding a quinquennial average of half a million pesos. The situation changed 

towards the last quarter of the century, when the revenue coming from the tributo experi-

population started to appear in the mining camps of the continent, that demanded workforce and paid high 
wages. They normally used the Spanish language as a means to differentiate them from the Indians living 
in communities. The exemption from the tributo played an important role in this process. For a case study 
in the Mexican northern highlands: Sergio Tonatiuh Serrano Hernández, Conformación económica y social 
del norte de México a partir del proceso de conquista: el caso de San Luis Potosí: 1592-1643 (San Luis 
Potosí, S.L.P.: Tesis de Licenciatura, Escuela de Estudios Superiores en Ciencias  Históricas y Antropoló-
gicas [unpublished], 2004).
103 In 1644, the bishop Palafox noted how there were many immigrants without papers in Mexico city: 

“Aquí vienen gran copia de llovidos, que así llaman a los que no traen licencia de Vuestra Majestad, y cierto 
que en el numero lo parecen todos estos. Como haya buena firma, y disposición, se pueden agregar a la 
Armada de Barlovento o hacerles que pasen a Filipinas, porque el darles oficios es ruina de la justicia y 
llamar a los que quedan en España, y que dejen eso que esta tan desacomodado, y se vengan donde hallan 
el premio, cuando habían de hallar el castigo.” BNE, Manuscritos, 8865, f. 153 back.
104 In Potosí, the tasas of the viceroy Francisco de Toledo, were deemed as unfit to calculate the real value 
that had to be paid by the Indian communities that assisted to the mita in the mines. BNE, Manuscritos, 
19282, f. 32 front.
105 The time series can be found in the annex: “Table 2.9. Extraordinary Income of the Hispanic American 
Real Hacienda. 1600-1699” on page 116.
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enced a slight increase, reaching an average of 0.86 million pesos.

The performance of the tributo in New Spain was considerably better. The northern 

viceroyalty’s tributo decline is similar to that experienced in Peru at the end of the XVIth 

century. However, the descent stopped in 1605, and the revenue stabilized until the 1620s. 

However, the next decade saw the fiscal category fall even lower. Political unrest within 

the viceroyalty and the inundation of Mexico city certainly affected the Real Hacienda’s 

capacity to charge tributos. After 1640, revenue coming from this fiscal category started 

to overgrow in New Spain. The recovery was long-lasting. During the 1640s, 1650s, and 

the 1660s, the average reached 1.13 million pesos. By the last third of the century, the av-

erage had increased again to 1.35 million pesos per quinquennium. The numbers in New 

Spain show that the tributos had recovered and were increasing after the 1670s. As noted 

before, the viceroyalty became the principal fiscal revenue provider in America, surpass-

ing the southern viceroyalty. The population in Peru stagnated, whereas in New Spain it 

recovered. The tributo even reached the numbers rendered during the XVIth century.

During the first half of the XVIIth century, the descent of the fiscal category had a 

long-lasting impact on the finances of the Real Hacienda. The increasing inadequacy of 

this fiscal category to cover the local expenses forced the Crown to compromise resourc-
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es from different sources to finance the local governments. Precious resources that the 

Real Hacienda would have otherwise transferred to Europe. Despite the many problems 

experienced by the tributos across the period here analyzed, they managed to continue 

being a central part of the Hispanic Empire in America. Perhaps the income derived from 

the tributo did no longer play the central role it had achieved during the precedent centu-

ry, but it fared to become a reliable source of revenue for the Crown thanks to the fiscal 

category’s stability during the second half of the XVIIth century.

2.2.7 Contributions of the bureaucracy

The Crown introduced the final fiscal category during the XVIIth century. The bureaucra-

cy’s contributions intended to collect taxes among the ever-growing Hispanic American 

elite and public officers. The governmental structures grew during the first century of 

Hispanic colonization in America. By 1631, Philip IV introduced a new tax across the 

Empire: the media annata,106 which charged half a year of the intended benefits of an of-

fice to those who had received an appointment issued by the king.107 The newly appointed 

officer had to pay the new tax had when he started working at the public administration. 

In the case of offices bought, the buyer deposited the media annata at the Caja Real to-

gether with the cost of the office.

The Real Hacienda’s administrative structure needed to be adjusted to manage the 

new taxes. As soon as May of 1634, the viceroy Cerralbo provided both a new accountant 

and a treasurer whose sole occupation was to track the media annata paid in New Spain.108 

Together with the creation earlier in the century of special accountants for the alcabalas, 

the tributos, and the azogue, predated the implementation of the specialized accounting 

offices dependent either from the Caja Real or the Tribunal de Cuentas.109 The fiscal cat-

egory’s implementation was an experiment of fiscal centralization during the first years 

of Philip IV. The media annata was part of a broader fiscal reform that vied for income 

106 Media means half in Spanish, whereas annata means year in Latin ( also in contemporary Italian), so the 
tax means literally, “half a year”.
107 In 1634 The Crown also introduced a media annata over the juros in Castile. To distinguish the two taxes, 
the media annata over the bureaucratic apparatus was commonly referred to as media annata de mercedes. 
This division, however, did not exist in Hispanic America.
108 BNE, Raros, 3080, f. 167 back.
109 For a review of the functions that the new accounting offices had: Rodrigo Gordoa De la Huerta, La con-
taduría general de alcabalas de la Real Hacienda de Nueva España: una visión panorámica (1640-1690) 
(Ciudad de México: Ensayo para obtener el grado de Especialista en Historia Económica, Universidad 
Nacional Autónoma de México [unpublished], 2018).
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diversification in the New World. The appointments occurring in the Ayuntamientos had 

the highest expected benefits in Hispanic America. Thus, the intended purpose was to 

tax the wealthiest among the American elites. This contribution was to be collected and 

administrated directly by the Real Hacienda at all times. The payments had to be made 

solely in coins or bullion, then sent directly to the Peninsula with a detailed individual 

account. The Real Hacienda had to keep the remissions physically apart from the other 

parts of the royal revenue. The intended finality of this tax was to fund the war efforts in 

Flanders.

Graph 2.23 displays the time series for the contributions of the administration. The 

fiscal category cycle follows the total income closely during the second half of the centu-

ry, with a substantial growth during the 1630s and 1640s, and then a decline that would 

be reversed by the epoch in which Charles II’s reign started in the mid-1660s. The tax 

figures might not seem that impressive, with just 7 million pesos collected and half a mil-

lion pesos as an average collected per quinquennium. Nevertheless, the relative success 

or failure of the media annata should not be judged solely by the category’s seemingly 

low numbers. There are other facts to ponder. The resources collected through this fiscal 

category were generally in good coin or bullion. The media annata was also a tax branch 
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slated to transfer it to Castile. In an epoch in which the vellón coin was dominant at the 

Peninsula, the Crown highly appreciated the capacity to receive coin and silver from 

America. Independently of the total amounts, the quality of these new resources was im-

portant to sustain the policies of the Empire.

Graph 2.24 presents the data of the fiscal category by viceroyalty. The differences 

between the two series are apparent. Peru contributed with 5.46 million pesos, 71.49% of 

the total media annata collected America. New Spain lagged well behind, collecting only 

2.18 million pesos. Although the numbers in Peru might not be spectacular, they seem to 

be in line with the size of the governmental apparatus installed in the southern viceroyalty. 

The numbers yielded by the fiscal category in New Spain were not in line with the expect-

ed results. Two factors can explain the reasons behind the divergence between the two 

viceroyalties. First of all, the officers’ salaries and the cost of the administration in Peru 

were higher in Peru than in New Spain. Thus, the collection of media annata was superior 

in the south than in the north.110 However, this fact is not enough to justify the under-

whelming average of 0.05 million pesos in the 30 years elapsed between 1645 and 1674. 

Secondly, the numbers move to think that during these 30 years, the government did not 
110 To see the costs of the governmental apparatus in Peru and New Spain : “3.3.6 Justice and government” 
on page 249.
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enforce the media annata in New Spain. It seems that only petty officers and low-level 

administrators paid the tax. There was a political decision to enforce the tax in Peru fully 

and be lenient in New Spain. As we can observe within other key tax branches of the Real 

Hacienda, Peru was the prime target of the fiscal policy to obtain fiscal revenue.
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3. THE COST OF THE HISPANIC EMPIRE IN AMERICA 
DURING THE XVIITH CENTURY

Analyzing the governmental expenditure provides insight into the role played by the State 

within the economy. Knowing where the polities spent their revenue, illuminates the pri-

orities assigned by the governments to certain areas of their public life. The expenses 

show how the State fared regarding key economic development aspects such as wealth 

redistribution, justice provision, and public infrastructure building. Some authors have 

pointed out that public expenditure in Hispanic America depended upon its subordination 

from Castile.1 This view relies on data for the late XVIIIth century, but scholars have ex-

tended it for the entire colonial period in Hispanic America.2 The framework argues that 

the Crown of Castile’s main objective in the New World was to transfer the fiscal revenue 

to the Old World so that it could secure the preeminence of the Hispanic Empire in the 

European military conflicts in which it was involved.3

As many researchers have shown, the volume of the fiscal transferences coming to 

Seville from the Real Hacienda in America suffered a steep decline during the second half 

of the XVIIth century.4 The literature has interpreted this inability to expand the remit-

tances to Castile as a clear sign of the Monarchy’s weakness, which was unable to use the 

colonial revenue to pursue its own goals in Europe further.5 Thus, the Hispanic Empire in 

America became an extractive structure that failed to extract.6

The king had to see the revenue of its Real Hacienda consumed by local elites in 

the continent.7 The exchequer was not public, as it had been privatized by rent-seeking 

1 “Juridically part of Castile, the Spanish empire may be regarded as in one sense a domain state: the pro-
portion of American bullion exports and tax revenue which entered the coffers of the Spanish crown was 
a net saving to the domestic tax revenues and thus to the fiscal burden of the king’s subject in mainland 
Spain.” Richard Bonney, “Revenues,” in Economic Systems and State Finance, Ed. Richard Bonney (Mid-
somer-Norton, Bath: Clarendon Press, 1995), 457.
2 Regina Grafe and Alejandra Irigoin, “Nuevos enfoques sobre la economía política española en sus colo-
nias americanas durante el siglo XVIII,” in Economía política desde Estambul a Potosí. Ciudades estado, 
imperios y mercados en el Mediterráneo y en el Atlántico ibérico, c. 1200-1800, Eds. Bartolomé Yun Casa-
lilla and Fernando Ramos Palencia (Valencia: Publicacions de la Universitat de València, 2012), 165-166.
3 Stanley J. Stein and Barbara H. Stein, Silver, Trade, and War. Spain and America in the Making of Early 
Modern Europe (Baltimore, ML: The Johns Hopkins University Press, 2000), 19-26.
4 Carlos Álvarez Nogal, “Las remesas americanas en las finanzas de la Real Hacienda. La cuantificación del 
dinero de la Corona (1621-1675),” Revista de Historia Económica XVI, no. 2 (January, 1998): 477.
5 “Castile, however, did not benefit as greatly as might have been expected from the recovery of revenues in 
eighteenth-century Mexico, since after the decade 1611-20 the proportion of public revenue shipped abroad 
had declined consistently throughout the seventeenth century.” Bonney, “Revenues,” 458.
6 Daron Acemoglu and James A. Robinson, Why Nations Fail. The Origins of Power, Prosperity and Pov-
erty (Suffolk: Profile Books, 2012), 9.
7 “Es ridículo pretender que cuando apenas se invirtió dinero público en la forja del Imperio, en su con-
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elites that controlled the flows of royal revenue within an informal institutional structure 

that established the priorities of the expenses at a local level. These groups gradually 

became stakeholders of the Empire.8 This situation further enforced political and fiscal 

fragmentation across the New World. The framework presupposes that the interests of the 

settlers and the Crown were antithetical.9 Both parties were in a collision course, as they 

wanted to control the continent’s fiscal resources and use them to develop their agendas.10 

According to this view, the Crown aspired to enforce its authority to extract the fiscal 

revenue to Europe. The local elites wanted, and achieved, to use the income generated by 

the Real Hacienda locally to finance their enterprises.

Perhaps the main problem behind the mainstream assessment of the Hispanic Amer-

ican fiscal structure lies in its overly simplified understanding of the Crown’s role and 

the elites in the New World. This theoretical framework reduces the role of the Crown 

to a mere binary variable. It seems as if the entire governmental structure installed by 

the Empire, which includes its Real Hacienda, would have had just one objective: trans-

ferring fiscal bullion and monies to Seville. If it performed any expenditure in America, 

the Crown would have failed to enforce its fiscal system’s raison d’ être within the New 

World. However, by carefully reviewing the expenses of the Real Hacienda, the assess-

ment is not that clear-cut. The enforcement of certain policies that pursued imperial ends, 

such as the continent’s military defense, implied as well disbursements in America. The 

defense of Chile, the Caribbean, and the Philippines was, stricto sensu, a costly endeavor 

deeply rooted in the early modern era’s imperial power struggle. It was, as well, a very 

lucrative business for those merchants based in Mexico City, Lima, and Havana, who 

sold the many goods needed to provide the soldiers and the navy. There was no necessary 

conflict between the local elite’s interest to profit from these expenses and the necessity 

of the Empire to defend the territories from external powers.

servación y aprovisionamiento-en buena parte se hizo a cuenta del capitalismo privado, y, en proporción 
considerable, extranjero-, los beneficios habrían de ir en exclusividad a la metrópoli de España” Antonio M. 
Bernal, España, proyecto inacabado (Madrid: Marcial Pons, 2005), 199.
8 Regina Grafe and Alejandra Irigoin, “A stakeholder empire: the political economy of Spanish imperial 
rule in America,” The Economic History Review 65, no. 2 (2012): 1-43.
9 “Manifestly, the locals had won their contest with the crown, which had to make up for the fiscal shortfall 
by reinforcing the existing pattern of fiscal redistribution.” Regina Grafe and Alejandra Irigoin, “Bargain-
ing for Absolutism: A Spanish Path to Nation-State and Empire Building,” Hispanic American Historical 
Review LXXXVIII, no. 2 (May, 2008): 199.
10 Coatsworth’s assessment of this subject is rather interesting: John H. Coatsworth, “Political Economy and 
Economic Organization,” in The Cambridge Economic History of Latin America. Volume I. The Colonial 
Era and the Short Nineteenth Century, Eds. Victor Bulmer-Thomas et. al., (New York, NY: Cambridge 
University Press, 2006), 248-254.
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Royal expenditure becomes a fundamental subject to corroborate many of the assess-

ments realized by the theoretical model. However, specialized literature has not thorough-

ly appraised the subject. While countless books and papers discuss the revenue of the 

Hispanic American Real Hacienda, especially after Charles III’s ascension to the throne 

in 1759, few have provided a comprehensive explanation for the expenses.11 The gaps 

are especially acute for the epoch before the Bourbon Reforms. They pose a challenge 

for the studies of the Hispanic Empire in America. An entire field of knowledge emerged 

from the analysis of fiscal spending, its close relationship with the increasing cost of war, 

and the development of the modern State.12 However, the literature had barely assessed 

the theoretical implications of the fiscal-military State for the XVIIth century in the New 

World. The very sensible interest caused by fiscal revenue data as a measure of the eco-

nomic development in the New World, and the technical difficulties posed by organizing 

the data itself,13 conspired against assessing the cost of the Hispanic Empire in America 

during this epoch.

That is what the dissertation sets off to clarify within this chapter. The evidence pro-

vided here challenges the mainstream interpretation regarding the role of the Crown in 

Hispanic America. The composition of the expenses and the evolution of its categories 

during the XVIIth century, do not show either a loss of control by the Crown or a failed 

11 For a recent appraisal of the subject see: Herbert S. Klein and Sergio Tonatiuh Serrano Hernández, “Was 
there a 17th century crisis in Spanish America?,” Revista de Historia Económica XXXVII, no. 1 (March, 
2019): 53-58. B. Yun has also pointed out the centrality of public expenditure in any future analysis of 
the Hispanic Empire’s fiscal system: “Mi tercera sugerencia se refiere a la necesidad de considerar cómo 
se financiaba América. Es interesante porque sabemos mucho de cómo América financiaba el imperio en 
Europa, pero pocas veces nos preguntamos por el coste del imperio en América, sobre todo en lo que se re-
fiere a la época anterior al reformismo borbónico...” Bartolomé Yun Casalilla, “El imperio español, entre la 
monarquía compuesta y el colonialismo mercantil. Metodologías, contextos institucionales y perspectivas 
para el estudio de la fiscalidad y la movilización de recursos,” in La fiscalidad novohispana en el Imperio 
Español. Conceptualizaciones, proyectos y contradicciones, Coords. María del Pilar Martínez López-Cano 
et. al., (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2015), 39.
12 Charles Tilly, “Reflection on the History of European State-Making,” in The formation of National States 
in Western Europe, Ed. Charles Tilly (Princeton, N.J.: Princeton University Press, 1975), 3-83.  John Brew-
er, The sinews of power. War, money and the English state, 1688-1783 (London: Unwyn Hyman, 1989). 
Charles Tilly, Coercion, Capital, and European States, AD 990-1990 (Cambridge, M.A.: Basil Blackwell, 
1990). Also: Jan Glete, War and the State in Early Modern Europe. Spain, the Dutch Republic and Sweden 
as fiscal-military states, 1500-1660 (London: Routledge, 2002).
13 The summaries of the Libros Mayores used by Klein and TePaske to provide their database for the 
expenditure of the Real Hacienda in Hispanic America, presents many technical challenges, as the fiscal 
categories are sparse, and the percentage of the expenses with an unknown finality are high. This is a 
problem issued directly from the source, and that will be entirely superseded when data directly from the 
Libros Mayores will be incorporated. Herbert S. Klein and John Jay TePaske, The Royal Treasuries of the 
Spanish Empire in America (Durham, N.C.: Duke University Press, 1982). And: Herbert S. Klein and John 
Jay TePaske, Los ingresos y egresos de la Real Hacienda de la Nueva España (México, D.F.: Secretaría de 
Hacienda y Crédito Publico, Instituto Nacional de Antropología e Historia, 1986).
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strategy regarding the allocation of the revenue. Instead, the evolution of the expenses 

portrays a process in which the Crown maintained the control of the administrative appa-

ratus, actively developing fiscal policies to use the revenue to cover the necessities of the 

territories and the Empire. By reconstructing the categories of the expenses in Hispanic 

America, we can appraise that their composition is remarkably similar to those of the Eu-

ropean public exchequers of the epoch, such as England, France, and, of course, Castile.14 

Precisely, the assets in possession of the Real Hacienda in Hispanic America, were used 

to pay for military defense and the government, to finance public works, administrate the 

taxes, and service debt. The categories of the expenses presented in tables 3.2 and 3.3 are 

not precisely what an “extractive” public exchequer should look.15

In the preceding chapter, we used revenue data to assert that neither of its fiscal cat-

egories determined the entirety of New World’s fiscal structure. We argue the same for 

the expenses: although there are categories of a certain weight, the expenses’ composition 

shows a diverse and complex reality. The idea of a purely extractive state that used its 

public finance system exclusively to transfer resources to the Metropolis is not in concor-

dance with the information shown here. At least three-quarters of the fiscal revenues were 

spent in Hispanic America and the Philippines. The fact that the Real Hacienda spent most 

of its assets in America does not necessarily mean that the Monarchy had failed to enforce 

its fiscal policy in the New World. The idea of a necessary conflict of interests between 

the Crown and the local elites in America seems an overstatement. Instead, there seems 

to have been an alliance with the local elites’ factions, especially the merchants. Across 

the continent, they were able to reap most of the benefits of the fiscal policies in the New 

World, while supporting the policies of the Crown. Cooperation between the elites and 

14 During the early modern era, the ever-mounting costs associated to war drove the European potencies to 
rapidly devise and develop means to increase their income. Although military expenses have been credited 
to be the main driving force behind the process, scholars have also identified several others areas of public 
expense that expanded rapidly, such as debt-issuing mechanisms, justice provision and public goods, are 
also normally associated to the need to expand taxing capabilities. See figures 58 and 59 in: Martin Körner, 
“Expenditure,” in Economic Systems and State Finance, Ed. Richard Bonney (Midsomer-Norton, Bath: 
Clarendon Press, 1995), 410.
15 A comparison with the structure of public expenses in the thirteen colonies in North America would be 
very interesting. See the many remarks regarding the subject by A. Rabushka regarding the little part of 
the revenue allocated to defense in the exchequers during the second part of: Alvin Rabushka, Taxation in 
Colonial America (Princeton, NJ: Princeton University Press, 2008): 67-269. The comparisons with the 
structure of  the expenses of the Dutch VOC, as well as the WIC, would also be very interesting. Sadly, 
the literature has focused only on the metropolitan side of the finances of the charter companies, and has 
not provided much information regarding the expenses of the colonies. Oscar Gelderblom, “Completing a 
Financial Revolution: The Finance of the Dutch East India Trade and the Rise of the Amsterdam Capital 
Market, 1595-1612,” The Journal of Economic History  64, no. 3 (September, 2004): 641-672.
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the Crown, rather than competition, seems to have been enforced by the fiscal system.16

3.1 Spending the fiscal revenue in Hispanic America

The Cajas Reales in Hispanic America served both as entry points for tax revenue and 

the place where the Crown paid its creditors. There was, however, a substantial difference 

between the income and the expenses. Whereas the fiscal system multiplied the points of 

collection, on the contrary, the royal treasuries that spent the bulk of the revenue were few. 

Only a handful of treasury offices located in the viceregal capitals and near the Empire’s 

fortresses concentrated most of the expenses. The fiscal system functioned as a funnel 

that channeled the resources to the places necessary to follow the main directives of the 

fiscal policy impulsed by the government.  An important mechanism operated within the 

royal exchequer: the Real Hacienda directly managed the transferences of fiscal resources 

from the provinces that possessed surplus, to those that lacked the resources to pay for 

the public goods provided by the Crown. This mechanism allowed the royal exchequer to 

channel the resources to the parts where the government deemed necessary.

The fiscal transfers, commonly known within the Real Hacienda as allocated ex-

penses (gasto situado or simply situado), played an important economic and political role 

within the Hispanic Empire’s territories. The transferences of surplus revenue connected 

zones of the continent that had not enough fiscal resources. J. Elliot has noted that the ca-

pacity to transfer resources among the Monarchy dominions in America was perhaps the 

most striking difference with the fiscal system of the English Empire in the New World.17 

C. Marichal and J. von Grafenstein defined this mechanism of the Real Hacienda as the 

‘secret’ behind the Hispanic Empire’s success in the early modern era.18 Maintaining this 

16 “En el ámbito comercial se empezó a mostrar la existencia de economías regionales más dinámicas e 
interrelacionadas de lo que se había supuesto, insertas en circuitos mercantiles globales, aunque de mane-
ra diferenciada. Se observó que los miembros privilegiados de estas sociedades desplegaron estrategias, 
acuerdos y negociaciones de tipo personal y corporativo con la monarquía que, al mismo tiempo, favo-
recían la realización de negocios redituables e hicieron posible el dominio español en Hispanoamérica.” 
Álvaro Alcántara López et al., “Introducción,” in Redes, corporaciones comerciales y mercados hispano-
americanos en la economía global, siglos XVII-XIX, Coords. Antonio Ibarra Romero and Guillermina Del 
Valle Pavón (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2017), 8.
17 “While the system lent itself to exploitation by merchants and local officials who were in the fortunate 
position of being able to lay their hands on the monies remitted to their region, in principle the mechanism 
for the redistribution of tax revenues made it possible to allocate resources, and specially resources for 
defense, in response to imperial priorities and requirements.” John Huxtable Elliott, Empires of the Atlantic 
World (New Haven, CT: Yale University Press, 2006), 139.
18 “...las relaciones entre las tesorerías coloniales conocidas como situados, los cuales constituyeron uno 
de los mecanismos clave de autofinaciamento del imperio. Sin conocer este mecanismo, es nuestro argu-
mento, resulta imposible entender cómo el imperio español pudo durar tanto tiempo y más particularmente 
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mechanism implied preserving the king’s capacity to decide where and how to allocate 

the resources collected as taxes. In Hispanic America, a peso paid as tributo by a Quec-

hua Indian in the Cuzco treasury office could end up being used to pay the wage of an 

infantryman defending the island of Puerto Rico. The Real Hacienda would spend the 

revenue collected on the Andean zone of Peru, some 3,600 kilometers away from where 

the royal exchequer had collected it. For the early modern world, this was not an easy feat 

to achieve.

The enormous distances in the American continent and the inadequacies of the com-

munications between the territories of the Empire imposed severe constraints over the 

capacity of the Real Hacienda to spend the fiscal revenue. The flow of fiscal monies from 

the treasury offices where the taxes originated, to the places that spend them, was sub-

ject to many accidents. However, the payments’ ordinary course could not be interrupted 

whenever a transference between the Cajas failed to arrive on time. Strictly selecting a 

tax and a place that would cover a specific expense of the royal exchequer would have 

hampered the royal exchequer’s efforts to sustain the expenses. The Crown introduced 

several institutional innovations into the fiscal framework to solve this challenge. The 

Real Hacienda introduced an enormous degree of flexibility regarding the revenue sourc-

es used to liquidate the expenses. In Hispanic America during the XVIIth century, the ex-

penses, independently of their nature, were sustained by the fiscal revenue’s entire mass 

and not single taxes previously selected.19

Within the treasury offices in Hispanic America, once the Oficiales Reales had 

charged a tax and deposited the monies in the Caja, the fiscal obligation did not define 

the revenue anymore. The sources of revenue were considered as the same once they had 

entered the system. The key concept was that, once money or bullion arrived into His 

Majesty’s coffers, it was the property of the king. Thus, the royal exchequer’s managers 

could use it as they saw fit, with no time or space limitations. If the bullion had entered the 

Caja Real as a diezmo de plata, a quinto de oro, or an alcabala was of no importance. The 

government could use it to pay anything that the Real Hacienda government considered a 

como pudieron sostenerse muchas colonias que eran fiscalmente pobres y que nunca recibieron apoyos 
financieros de la metrópoli.” Carlos Marichal Salinas and Johanna Von Grafenstein, “Introducción,” in El 
secreto del imperio español: los situados coloniales en el siglo XVIII, Coords. Carlos Marichal Salinas and 
Johanna Von Grafenstein (México, D.F.: El Colegio de México, Instituto de Investigaciones Dr. José María 
Luis Mora, 2012), 11.
19 There were some exceptions, notably those tax branches that were slated to be remitted to Castile, such 
as the Bula de Santa Cruzada and the media annata. The tributos had been traditionally used to pay for the 
government.
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priority within the expenses: a bureaucrat’s wage, oil and candles for a church, a transfer 

to Seville. The ledgers consigned the transfers between Cajas Reales with categories as 

Venido de Fuera or as Real Hacienda. The actual fiscal act that had originated the re-

sources was not kept in the registries when the resources had left their origin’s treasury 

offices. This procedure obfuscates the figures regarding the actual amount of taxes col-

lected and spent at the treasury offices and complicates the transferability of the transfers. 

However, it was a crucial part of the fiscal system in Hispanic America. It provided the 

royal exchequer a high degree of flexibility in its management to spend the revenue with-

in its fiscal framework.

The enforcement of a homogeneous monetary system was also necessary to manage 

the flow of the fiscal transferences. To have full authority over its expenses, the Crown 

had to enforce the adoption of a single currency across the continent. The quantity of 

silver in possession of the royal exchequer, thanks to the mining taxes’ size, helped to 

standardize the monetary system. The Real, the silver monetary pattern first introduced by 

the Catholic Monarchs in Castile, became almost universal in Hispanic America.20 Using 

the same coin was convenient for the tax-payer and the tax administration. The former 

would always pay its taxes in the same monetary pattern.21 The latter could redirect the 

revenue where the government considered necessary. The Real Hacienda was able to 

quickly calculate the magnitude of the resources that it needs to allocate to enforce the 

central direction’s fiscal policy. Knowing the amounts allowed the institution to take ac-

tion in advance to achieve those ends.

Whereas the fiscal act and its structure remained the same across the continent, the 

accounting unit varied in the different governments that composed Hispanic America. 

Peru used the peso de oro ensayado of 450 maravedíes.22 The treasury offices located at 

the Caribbean counted in Reales and sometimes even in Maravedíes. New Spain used 

the peso de oro común of 272 maravedíes, commonly referred to as Peso de a Ocho, as 

20 Nevertheless, the enforcement of a single coin across the whole continent needed more than the disposi-
tion of  copious amounts of silver, as the introduction of copper coin, called macuquina, in the Caribbean 
demonstrated. For a good revision of the monetary policy of the Monarchy, see: María Teresa Muñoz 
Serrulla, La moneda castellana en los reinos de Indias durante la Edad Moderna (Madrid: Universidad 
Nacional de Educación a Distancia, 2015). Also, see the problems caused to the monetary circulation in 
the Caribbean by the use of debased copper money, aggravated by the monetary policy of Philip IV in the 
Peninsula, in the consultation realized by the Council, following a paper debated in the junta that had been 
written by the Genoese banker -neighbor of Seville- Ambrosio Sofia: AGI, Gobierno, Indiferente General, 
759, 06/10/1636.
21 The Crown also enforced the monetization of the taxes, by exchanging labor services and payments in 
species in the tributos for disbursements in good coin.
22 The accounts in Peru also used a Peso de a Nueve, which was sub-divided in nine silver Reales.
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eight silver reales equaled a peso de oro común.23 Nevertheless, by the second half of 

the XVIIth century, even the account unit started to converge. The pesos de oro común, 

perhaps due to the importance of New Spain’s remittances in the Caribbean, became the 

standard unit of account in Hispanic America. In the Caribbean the were often referred to 

as patacones, pesos escudos, or pesos corrientes.

Controlling the type of coin that circulated in the continent, eliminated the need for 

a financial intermediary. During the early modern era, paying a creditor of the Real Haci-

enda in Castile was not a simple matter. The royal exchequer seldom paid directly to its 

creditors. Usually, when the monarch needed to pay some bill, he would have to designate 

the specific administration and the place in charge of receiving the royal order to pay, for 

instance, the administration of the alcabala in Murcia. The recipient of the expense would 

have to assist the place designated, in this hypothetical case, Murcia, register the order in 

the administration, for the alcabala that was typically managed by the City, and receive 

the payment. The asentista was a pivotal figure to mobilize these resources within the 

Hispanic Empire in Europe. This financial agent provided the Crown with the means to 

transfer the fiscal revenue in the territories of the Empire. The financier used his capacity 

to find credit, exchange the money, and mobilize military equipment. Using the credit 

provided by the asentistas was a convenient manner to move the fiscal revenue within the 

vast territorial domains of the Monarchy in Europe.24

During Philip IV’s reign, the government reorganized the presidios’ administration 

within the Peninsula and northern Africa.25  To improve the quality of the garrisons’ fund-

ing, the Crown centralized all the money provision in a single financial actor, the Genoese 

financier Octavio Centurión. He received the title of Marquis of Monesterio and the office 

23 In certain zones of the Empire, most notably in New Granada, the Peso de Oro Común was also called 
Patacón.
24 “Asientos were short-term contracts negotiated between the Crown and an entrepreneur. Many asientos 
provided credit to the king: an amount of money in advance plus several financial services. For example, 
they involved transfers of funds in Spain and also abroad. Other asientos were signed to provide goods 
(food, transport, arms, uniforms etc.) to the ships and troops of the Spanish forces. Every asiento specified 
the amount of money or goods offered by the contractor at specific dates and the compensations received 
from the Crown in exchange. If the asiento was a debt contract, it included a promise to repay the principal 
of the loan, the interest rate and some non-monetary rewards for the banker, his partners or family.” Carlos 
Álvarez Nogal, “Centralized Funding of the Army in Spain: The Garrison Factoría in the Seventeenth Cen-
tury,” in War, Entrepreneurs, and the State in Europe and the Mediterranean, 1300-1800, Ed. Jeff Flynn 
Paul (Leiden: Brill, 2014), 239.
25 “La guarnición de soldados que se pone en las Plazas, Castillos y Fortalezas, para su guarda y custodia. 
Sale del Latino Praesidium... Se toma tambien por la misma Ciudad o Fortaleza, que se puede guarnecer 
de soldados. Latín. Arx praesidio munita... Metaphoricamente significa auxilio, ayúda, socorro, o amparo. 
Latín. Auxilium, Praesidium...” Diccionario de Autoridades de la Real Academia Española de la Lengua V 
(Madrid: Real Academia Española de la Lengua, 1737).
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of proveedor y factor general de presidios y fronteras. In 1633, Centurión signed a con-

tract (factoría) of almost 1 million pesos to furnish the garrisons. The Marquis managed 

the credit necessary to purvey the presidios, contracted the freight transport to send the 

wages, and even sent military equipment personally.26 However, the role of the asentis-

tas within the fiscal system was highly controversial within the epoch’s political debate. 

Many of the Empire’s bureaucrats often considered them the main culprits of the Hispanic 

armies’ defeats in Europe. Within a letter  that proposed the creation of the cochineal mo-

nopoly, whose debate at the Consejo de Indias led to a series of juntas de hacienda during 

the year 1607, the basque entrepreneur Pedro Arbeláiz exposed:

The lack of sophisticated counsel, intelligent orders, robust prevention, or disci-
plined soldiers, have not caused most of the misadventures befallen to His Majesty’s 
armies. The experience has largely shown that the delays in the provision of the 
money allocated to reach these ends have caused them. The money has left the ports 
of Castile so late that our armies enter in disarray. When these foreign asentistas, 
the sponge that absorbs all the substance of Spain, provide the money, they are so 
comfortable, and out of time, that we do not achieve the intended effects.27

Whether this assessment was judicious or not, in Hispanic America, the Crown de-

veloped a fiscal system that limited the financial intermediation provided by the asentis-

tas. If the financiers had conducted the fiscal expenses in America, as they did in Castile, 

the Crown would have lost control over the bullion transported for His Majesty to Castile. 

This outcome would have severely affected the government’s capacity to obtain credit 

in Europe. Retaining the exclusive capacity to allocate the resources within the same 

framework of the Real Hacienda, was among the leading institutional innovations that the 

Crown laboriously battled to introduce in the New World. In general, during the XVIIth 

century, the Crown retained the capacity to channel the resources and conduct the fiscal 

administration expenses across all its territories of the New World. The role of the asen-

tistas was very limited in America during the epoch.

There is an area of contention: whether the fiscal resources were transferred or not 

by the Real Hacienda, the revenue might end up in the purses of financial actors paid for 

the maintenance of the soldiers and bureaucrats locally. The financial agents were the 

primary beneficiaries of the public spending at the treasury offices. However sensible this 

26 Álvarez Nogal, “Centralized Funding...”, 242.
27 AGI, Gobierno, Indiferente General, 749, 01/26/1607, f. 19 front [Emphasis added].
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assessment might sound, the data set analyzing the recipients of the expenses by the early 

XVIIth century compiled for the dissertation does not validate this assumption entirely. In 

Manila, a treasury office that managed the expenses of a comprehensive defensive sys-

tem, by 1612, the treasury office’s receipts show that the Caja Real issued a total of 557 

receipts. These operations had an average value of 146.7 pesos.28 The Oficiales Reales 

elaborated the receipt that issued the most money on the 11th of September of that year, 

with a value of 14,595.29 pesos, paying the entire tercio of the maestre de campo of Ma-

nila, Juan Juárez Gallinato.29 The Caja Real paid the sailor Bartolomé Gutiérrez 10.83 

pesos on the 28th of January of the same year, constituting the smallest receipt of the fis-

cal cycle.30 Most of the recipients of the expenses were soldiers, sailors, and bureaucrats 

of the Crown.

In Havana, another Caja Real that managed expenses related to military defense, 

the average value of the 271 receipts issued by the treasury office in 1612 is higher than 

in Manila. It amounts to 519.23 pesos.31 The difference seems caused by the payments 

of wages registered in bulk. For instance, the 17,342.63 pesos the royal officers paid in 

Reales to the entire garrison of the fortress of El Morro, the 12th of September, 1612. The 

receipt covered the salaries of 11 months.32 The letter signed by the soldier of the same 

fortress, Juan Fernández de Cádiz, accounting for 6.25 pesos of his salary, is the smallest 

of the expenses conducted at the treasury office that year.33 Along with the soldiers’ wages 

paid in Havana, there were also two cancellations of debt signed by the merchants Fran-

cisco Suárez and Hernando de Vergara, for a total of 11,538.75 pesos of cloth given to the 

soldiers of El Morro and La Punta.34 Also, Alonso Ferrera received 3,400 pesos for a part 

of the 5,400 pesos that had cost 27.6 metric tonnes of ship biscuit (hardtack) bought to 

28 AGI, Contaduría, Papeles de las Cajas Reales de las Islas Filipinas, 1209, f. 680 front - 829 back.
29 “A la infantería de este Real Campo de Manila, del tercio de Juan Juárez Gallinato, maestre de campo que 
lo fue de estas Islas, y al dicho con los capitanes don Antonio de Leos, Diego de Argüello, don Agustín de 
Morga, Juan Baptista de Molina, Pedro Candi Calderón, Francisco Hurtado Bueno, con todos sus oficiales 
mayores y menores, y al ayudante de Sargento Mayor, Capitán de Campaña con su Barachel y Atambor 
Mayor, y así mismo a la infantería del fuerte de Santiago con su castellano don Bernardino del Castillo, y 
a su teniente y oficiales mayores y menores, y a los artilleros, juntamente con la guardia del señor gober-
nador.” Ibid., f. 706 back.
30 Ibid., f. 798 back.
31 AGI, Contaduría, Papeles de las Cajas Reales de la Isla de Cuba, 1105, f. 8 front - f. 41 front.
32 “...que se libraron y pagaron a Juan Rodríguez Camacho, teniente del castillo del Moro, y a los demás ofi-
ciales, soldados y artilleros de él , con que se les fue rematada su cuenta de 11 meses desde 1º de septiembre, 
1611, hasta fin de julio 1612” Ibid., f. 4 front [bis].
33 Ibid., f. 4 front.
34 “...a Francisco de Vergara y a Hernando Suárez, por otros tantos que dieron de ropa de sus tiendas a los 
soldados de los castillos Moro y Punta.” Ibid., f. 6 front, 9 front.
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nourish the soldiers garrisoned at the forts of the port.35

The amount of data is still scant to entirely solve this question. We have to expand 

the data set with archival registers. The sample should cover an ample variety of Cajas 

Reales and a broad temporal period to answer the question. However, the results already 

seen here, point that the primary recipients of public spending were the soldiers, the bu-

reaucrats, and the sailors working for the Crown in Hispanic America.

The four images grouped under map 3.1, present the fiscal revenue, the expenses, 

and the transferences in Peru for 1614.36 They constitute an example that illustrates the 

scale and functioning of the fiscal transferences in Hispanic America. Firstly, map 3.1.a 

displays the total local revenue by province. We have transformed all values into pesos de 

a ocho. Royal revenue in the viceroyalty was 3.22 million pesos, of which Potosí alone 

provided 2.21 million pesos. As noted in the previous chapter, by 1614, the southern vice-

royalty was the Crown’s leading provider of revenue. Although the tributo income had 

descended sensibly, mining production at La Plata district was still high, and trade taxes 

became a staple of the Peruvian fiscal system.

Map 3.1.b shows the expenses conducted in each of the provinces of the viceroyalty. 

Later in the dissertation, the characteristics of these expenses will be assessed. For now, 

the focus is on the total amounts. During the year 1614, the Real Hacienda spent in Peru 

1.75 million pesos. Thus, the fiscal surplus of the southern viceroyalty was 1.46 million 

pesos. The map highlights another key feature of the public finance expenses in Hispanic 

America: the amount of taxes collected locally did not constrain the resources spent in 

the provinces. Some incurred in deficit, whereas others ended with surplus once they had 

liquidated their obligations. The province with the highest expense volume was Lima, 

followed by Huamanga and Potosí. The latter had more than enough local revenue to 

cover for the costs of the administration. The other two provinces had a profound deficit.

Map 3.1.c identifies the provinces with a deficit within the viceroyalty. Within those, 

the taxes collected locally were inadequate to cover the necessities of the Real Hacien-

da. Lima’s treasury office created the highest deficit in Peru. It needed an excess of 0.46 

million pesos coming from outside of the province to function. Despite possessing sub-

stantial local revenue on its own, the Caja in the viceregal capital sustained the military 

defense on the Pacific ocean coasts. Moreover, the treasury office in Huamanga province 

35 Ibid., f. 15 front.
36 Data for the map from: BPRM, II [Manuscripts], 1278.
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required 0.3 million pesos to pay for the mercury produced at the mine of Huancavelica, 

as local revenue in there was virtually nonexistent. The local revenue collected in the 

Santiago district was not sufficient to pay for the government’s expenses and the military 

apparatus installed there.

Finally, in map 3.1.d, the colored polygons show the provinces in possession of fiscal 

surplus. The points represent the treasury offices in the viceroyalty that operated the trans-

ferences of fiscal surplus. The lines represent the amounts of royal revenue transferred 

among the Cajas Reales. Potosí was the province that possessed the most surplus. Even 

after paying for the government across the entire district of La Plata, and to a myriad of 

other institutions that received some form of fiscal expense, such as churches and con-

vents, the treasury office still had a remnant of 2 million pesos. Oruro, another mining 

center located at the Andean highlands, was the second most important fiscal surplus 

source for the Crown in Peru. The 0.11 million pesos found as a remnant at the treasury 

office in Cuzco is also notorious. Revenue within the province was almost dependent on 

the tributos of the massive indigenous population that lived there.

The lines in map 3.1.d exhibit clearly how the Real Hacienda operated the transfer of 

fiscal resources from provinces with a surplus to those that experienced deficit. There are 

21 fiscal transfers drawn in the image.37 The principal connection took place in Arica. The 

treasury office on the Pacific Ocean’s shores was the valve that controlled the remissions 

from Potosí, Oruro and La Paz, before shipping them to Lima. The Oficiales Reales took 

the shipments’ cost and some other local expenses realized in this node from the bullion 

remitted from the highlands before sailing to the capital. The centrality of Lima within 

the Peruvian fiscal system is another critical characteristic of the public finance system. 

Seven of the vertex pointed towards the viceregal capital. As much as 2.58 million pesos 

were transferred from diverse Cajas Reales within the viceroyalty to Lima. Of course, 

the main transference was that from Arica. Once the resources were received, they were 

used to cover the 0.46 million pesos needed at Lima to balance the budget. The Caja 

Real operating at the capital became, in turn, the source of five transfers that channeled 

the 2.12 million pesos that remained. The primary recipients of these transferences were 

the provinces of Huancavelica, with 0.3 million pesos to cover the azogue expenses. La 

37 The total amount of the transfers is 7.14 million pesos. This means that within the ledgers of the Cajas 
Reales in Peru, the actual revenue has been accounted for at least two times again when it was transfered. 
The risks of misrepresenting the revenue are high if the researcher is not well accounted with the fiscal 
categories.
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Concepción, received 0.29 million pesos for the soldiers’ wages in this crucial frontier 

of the Empire. The total fiscal resources that Lima channeled within the viceroyalty was 

0.65 million pesos.

After operating these redistributions of revenue within Peru, the Real Hacienda 

covered the deficits in the viceroyalty provinces. The Real Hacienda found itself with 

a remnant of 1.46 million pesos. The government shipped this fiscal residue to Panama. 

The royal treasury in the isthmus, would, in turn, take some part of the remittances from 

Peru to finance its deficit, esteemed in some 91,000 pesos.38 The royal officers in Panama 

would transport the remnant, 1.37 million pesos, through the isthmus to Portobelo. Once 

there, the Indies’ Fleet would pick it up to transport it to Seville, where the bullion would 

enter to the Castilian Real Hacienda administration.39

3.2 The cost of the Empire

The evidence shows that the Crown used the Real Hacienda’s fiscal resources to enforce 

its policy within the continent. The result of the process was an indubitable increase in 

the State capacity in Hispanic America.40 To emphasize this assessment, table 3.1 presents 

the aggregated data of the installed military and bureaucratic apparatus of the Empire in 

Hispanic America by 1650. We have organized the figures by the incumbent fiscal catego-

ries of the expenses. The table also provides the number of institutional frameworks con-

tained per government. We have accounted here each of the organizations that received 

funds from the Real Hacienda. In the military case, they were usually the forts where the 

soldiers resided; in the case of the Real Hacienda, each of the Cajas Reales; within the 

government, the Reales Audiencias and the Corregimientos.41 The number presented as 

38 By 1609, the Caja Real in Panama possessed 89,297.01 pesos of local tax revenue, and the expenses of 
the Real Hacienda in the  province were 180,491.88 pesos. The deficit was financed with the bullion com-
ing from Lima. Sadly, this account is the nearest in time to 1614 that has been conserved in the Archivo 
General de Indias. AGI, Contaduría, Papeles de las Cajas Reales del Nuevo Reino de Granada, 1474, f. 732 
front - 1270 back.
39 The fleet’s treasurer had plenty power to use the remittances to cover for the expenses of the Indies’ Fleet, 
specially if it had to remain in Havana during the winter, as the hurricanes at the Caribbean and the south 
Atlantic made difficult the navigation to Castile. The remnant that entered the Caja of the Casa de la Con-
tratación in Seville was never equal to the amount categorized as Remitido a Castilla within the ledgers of 
the Caja Real in Panama.
40 “Our analysis will suggest that the significance of war and military spending in state capacity building 
comes from the fact that it is an archetypal public good representing broadly common interests for citizens.” 
Timothy Besley and Torsten Persson, “The Origins of State Capacity: Property Rights, Taxation, and Poli-
tics,” American Economic Review, no. 99 (2009): 1218.
41 Each type of institutional framework will be assessed particularly in the section that devotes itself to 
analyze the fiscal categories of the expenses.
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posts is a sum of the jobs provided within each of the frameworks, and whose payment, 

for the most part, was conducted by the Real Hacienda.

The ordinary cost of the Hispanic Empire in America we provide here is computed 

by the amount of the wages paid to those soldiers, bureaucrats, and judges. Neither the 

operative costs nor the expenses in infrastructure are covered here. However, the number 

of fiscal resources needed to pay these wages constituted the Real Hacienda’s principal 

disbursement. Moreover, these expenses could not exhibit a significant variation every 

year. The approach provides a good measure of the size and distribution of the costs of the 

Empire.  According to the data, the institutional framework of the Empire had a minimum 

yearly cost of 3.43 million pesos. Seven hundred different institutional frameworks dis-

tributed across the continent were the primary recipients of the Real Hacienda expenses. 

Table 3.1. Ordinary yearly cost of the Hispanic Empire in America, c.a. 1650

Government Fiscal Category 
(Expenses)

Institutional 
Framework* Posts** Minimum 

Cost***

Military 23 3,748 748,964.74
Real Hacienda 29 130 98,763.88
Public Works 55 87 124,771.92
Government 112 401 482,218.22
Subtotal 219 4,366 1,454,718.76

Military 25 5,780 705,578.99
Real Hacienda 14 74 63,512.65
Public Works 15 216 205,874.98
Government 265 489 221,774.01
Militia 4 1,141
Subtotal 323 7,700 1,196,740.63

Military 19 3,450 505,487.20
Real Hacienda 17 75 48,860.16
Public Works 11 26 10,903.89
Government 93 259 218,000.04
Militia 18 5,901
Subtotal 158 9,711 783,251.29

700 21,777 3,434,710.68
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos], 1632-1634; Biblioteca 
Nacional de España, Raros, 3080;  Biblioteca Nacional de España, Manuscritos, 2734.

***The minimum cost of the Hispanic Empire is a sum of all the wages paid by the royal 
exchequer. All values are expressed in Pesos de a Ocho of 272 Maravedis.

Total

Peru

New Spain

Central America and the Caribbean

*This category sums the institutional frameworks that received resources from the Real 
Hacienda. Each of the Reales Audiencias, Corregimientos and fortressess are grouped here.
**The category shows the sum of the offices cointained within the institutional frameworks.
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Around 21,777 soldiers, sailors, militiamen, and bureaucrats worked and served within 

these institutions.42

The Crown needed to pay their salaries every year. As noted in table 2.2,43 the total 

revenue for the quinquennium 1650-1654 was 29.79 million pesos, which gives an av-

erage per year of 5.96 million pesos. Hence, the Real Hacienda had to spend more than 

half of the fiscal income to finance the wages of those that provided public services in 

America. The differences in the expenditure assigned to the three governmental areas 

within the Hispanic Empire show the fiscal policy’s variations. During the XVIIth centu-

ry, Peru was without question the jewel of the Crown. The silver produced in Potosí and 

the commercial entrepôt of Lima were essential for the functioning of the Empire. The 

expenses followed this assessment closely: the southern viceroyalty concentrated 42% of 

the minimum yearly expenses in Hispanic America.

New Spain came behind, as the government conducted there 34.84% of the exche-

quer’s ordinary yearly expenses.44 Mexico City became the commercial center that con-

nected Asia with the Atlantic since the late XVIth century through Veracruz and Acapul-

co’s ports. Nevertheless, its importance within the Imperial design was secondary. Silver 

from New Spain, considered of lesser quality than bullion coming from Potosí, was used 

to pay for the Caribbean and Philippines’ military defenses, whereas the royal exchequer 

usually reserved Peruvian bullion for shipping to Seville. The differences between the fis-

cal policy conducted in both viceroyalties were marked. Within expenditure, this is even 

clearer when analyzing the costs of the governmental apparatus. In general, the quality 

and capacity of the officers assigned to Peru were superior. Wages were higher in South 

America, which was not entirely caused by price inflation: both viceroyalties produced 

copious amounts of silver.

Central America and the Caribbean received 22.8% of the budget allocated to pay 

for the structure of the Empire. The necessities of military defense were the catalyst for 

42 The number of bureaucrats that worked directly for the administrative and governmental organs of the 
Crown in Hispanic America can be esteemed in 1,428. This corpus has not normally been taken into con-
sideration within the literature that has tried to assess the state capacity of the Hispanic Empire. Stradling, 
for instance, seems oblivious to the fact that Spain developed a heavy bureaucratic apparatus in the New 
World. This corpus could be compared to the one in the Peninsula: “Aunque el imperio mundial de Felipe 
estaba gobernado solamente por él, estaba administrado por un cuerpo de funcionarios y agentes cuyo nú-
mero no debía ser superior a 2,000. Aunque en comparación con lo habitual en la época fuera una cifra sin 
precedentes, para ponerla en su debida perspectiva bastaría con decir que es considerablemente menor que 
la utilizada por la actual administración de Gales en el pequeño principado de donde procede el autor.” R. A. 
Stradling, Europa y el declive de la estructura imperial española. 1580-1720 (Madrid: Cátedra, 1981), 48.
43 See: “Table 2.1. Tax Categories of the Hispanic American Real Hacienda. 1600-1699” on page 78.
44 The expenses in the Philippines are included in the sum for New Spain provided here.
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the expenses in the area. If compared with both viceroyalties, the Real Hacienda spent 

fewer resources there. Nevertheless, the Crown needed to secure the mainland, and the 

Caribbean was the key. The Crown developed various strategies to pay for the defenses 

and maintain costs as low as possible.

The islands in the Caribbean, the coasts of South America, and the strategic isthmus 

of Panama were heavily financed by silver imported from both viceroyalties. On the con-

trary, most of Central America and the Yucatan peninsula depended exclusively on local 

militias that did not demand foreign resources. Providing public goods in these provinces 

had virtually no cost for the exchequer. Nevertheless, in exchange for the military support 

provided by the encomenderos, the Crown transferred most of the territorial power to lo-

cal elites within the zone and resigned the enforcement of some of the policies that would 

have limited the power of the European settlers.

Map 3.2 displays each of the 57 provinces of the Empire in the American continent 

and Asia. The polygons’ graduated color shows the total ordinary yearly cost of the pub-

lic administration per province in the New World. The points drawn over the polygons 

represent the disposition of the offices paid by the Real Hacienda in the New World’s 

military and governmental systems. We have situated the dots over the province’s territo-

ry, but they are not located precisely over the space where they served their offices. The 

resulting image portrays the saturation of the offices among the provinces of the Hispanic 

Empire. In the map, we depict the offices with different colors according to the expenses’ 

fiscal category. In the case of the militia (green dots) and the military (purple dots), we 

have applied a scale so that each dot represents three posts. This measure was necessary 

to avoid problems of proportion. We illustrate the government offices with red dots and 

those of the Real Hacienda with a yellow dot. Finally, the public works, mainly positions 

in the Church, are represented with brown dots.

The map clearly shows the high degree of concentration reached by the expenses 

of the Real Hacienda. We categorized thirty-two of the provinces within the first range, 

which means the Real Hacienda had to allocate a yearly minimum of 600-26,441 pesos 

yearly.45 Another 15 provinces reached a level of expenses high enough to classify them 

within the second category (26,442-81,875 pesos). Only six provinces (Pintados, Cuba, 

Potosí, Cartagena, Ternate, and Panama) can be categorized in the third group (81,876-

179,333 pesos). Three provinces (Mexico, La Concepcion, and Luzon) reached a level 

45 The data clustering to determine the categories was realized by applying a Jenks optimization method.
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of expenditure that qualified them for the fourth group (179,334-377,695 pesos). Final-

ly, Lima was at the pinnacle, with a minimum yearly expense of 681,469 pesos. These 

ten provinces grouped within the third, fourth, and fifth clusters, which represented less 

than a quarter of the entire provinces of the Empire in Hispanic America, concentrated a 

70.76% of the budget needed to pay for the bureaucrats, sailors, and soldiers’ wages.

The dot density within the provinces’ limits further emphasizes the centralization of 

the governmental, fiscal, and defensive functions within these centers of the Empire. In 

map 3.2, Lima can hardly accommodate the dots representing the 1,249 public servants 

paid in the Caja Real located at the viceregal capital. The Cercado de Lima housed in-

stitutions that belonged to all the categories of the royal expenses. A concentration of 

power such as this had no equal within the Hispanic American territories. Mexico was 

unique within the fourth group, as the concentration of expenses and offices was not due 

to military reasons. This province was, above all, an administrative center. A similar case 

is portrayed by La Plata, from the third group, which was the economic hearth of Peru. In 

both provinces, red, brown, and yellow dots dominate the territory, completely overpow-

ering the purple dots that portray the military. Contrary to these examples, Luzon and La 

Concepcion concentrated mainly military and naval units.

Panama and Cartagena deserve a special mention, as in the map, these provinces 

exhibit a high dot density, which combines military, governmental, fiscal, and militia 

structures. Cuba also concentrated a good number of soldiers and bureaucrats, which 

had a high cost for the Real Hacienda, but not in a scale similar to that observed in the 

double pincer established around the Darién gulf, to secure the Andes and the Pacific sea 

from any internment of the competing European powers. There is a positive correlation 

between a high number of offices and the yearly cost of the provinces. Nevertheless, in 

Guatemala, and by extension, the entire district of that Audiencia, a high concentration 

of militiamen, represented by green dots, is combined with a low value of the ordinary 

expenses needed. As noted before, this was a method to mobilize the local settlers without 

compromising resources from the Real Hacienda. In exchange, the elites of those prov-

inces gained a high degree of political independence from the Crown. The latter did not 

enforce some of the policies that severely limited the power of the settlers everywhere 

else in these areas.

The arrangement displayed in map 3.2 is not the product of a stochastic process. If 

the fiscal administration in the New World had been highly fragmented, it would have 



157

been nearly impossible to sustain this level of concentration of military forces and bu-

reaucracy, especially in those areas of the Empire that lacked local resources to pay for 

them, such as Chile, the Caribbean, and the Philippines. Controlling fiscal resources flows 

proved rapidly to be a very efficient method to concentrate power and, actually, rule. The 

Crown intended to concentrate power in a few government seats provided with enough 

material means, often channeled from other provinces, to decide over the hinterland. Like 

Mexico City, some of these seats of power dated from the prehispanic era, whereas others, 

such as Lima, were founded during colonial times. The Crown founded key institutions 

(justice courts, guilds, military bases) over these centers of power: viceroys and judges 

were chosen in Madrid and then sent to rule over the New World in the seats of the Em-

pire. The Real Hacienda made sure that the resources necessary to sustain these enormous 

power concentrations were readily available. The royal exchequer also controlled the 

influx of funds necessary to sustain the government and military defense in zones with 

insufficient resources to provide them locally. The result was a high disparity in the distri-

bution of offices across the territories, and a high concentration of the expenses in a few 

key provinces.

Of course, there were some by-products of this policy. To concentrate power in a few 

provinces, the Crown stripped territorial administration out of most of the competencies 

necessary to decide upon the policies applied within its jurisdiction. It also maintained 

the administration’s costs in local justice administration to a minimum, especially in New 

Spain. Consequently, the quality of justice administration faltered in areas that remained 

far from the centers of power. There, the administrators tended to exploit the local popu-

lation. The Crown was not eager to enforce accountability in these areas, as it would also 

undermine its ability to exert control elsewhere.

The amount of resources dedicated to the government and defense of the American 

continent leaves little doubt about the Real Hacienda’s role in Hispanic America. For 

the epoch analyzed here, the royal exchequer was simply the most advanced tool at the 

Crown’s hands to enforce its policies in the New World. However, many limitations indu-

bitably limited the capacity of the nascent State to assert its rule over all of the territories. 

The spaces ruled by the Monarchy in America were vast and scattered across almost all 

the continent. The technological means on the hands of the early-modern monarchies 

were still unable to provide the tools necessary for the centralization of the fiscal system. 

However, the experiences of the Hispanic Empire in America also formed part of the 
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development of State capacity within the western world. The advancements, contradic-

tions, and the Monarchy problems in America were part of the historical background over 

which the Dutch, the English, and the French constructed their empires.

3.3 Types of expenses in Hispanic America during the XVIIth century

The data sets published by H. Klein and J. TePaske, constitute the base of this effort to 

reconstruct the expenses of the Hispanic American Real Hacienda.46 We have constructed 

the database using the 17,542 observations provided by the scholars for the late XVIth 

century and the XVIIth century. Within the database, we aggregated the data in eight cate-

gories that allow a coherent explanation of the final use given to the taxes collected by the 

Crown in the American continent. We converted all the data of the expenses to pesos de a 

ocho reales of 272 maravedíes. Thanks to this effort, we were able to reconstruct each of 

the branches’ time series by using five-year moving averages to provide values for some 

observations not found in the archives due to ledgers lost. Finally, we have constructed 

the expense categories by aggregating the data yielded.

To provide further insight into how the Real Hacienda spent the tax revenue, we 

present a case study throughout this part of the dissertation. While the data provided by 

Klein and TePaske is excellent to observe the evolution of the trends, it is not optimal 

to observe many of the details of the expenses. We have reconstructed the expenses for 

the year 1650 from archival sources so that the expenditure structure can be understood 

better. The database compiled to organize the data from the archival sources has 3,823 

observations.47

Table 3.2 presents the results of the aggregation of the expenses categories, whereas 

table 3.3 displays the time series. The main category within the expenses is the aggrega-

tion payments whose destiny is unknown due to the sources’ ambiguity: the much-dread-

ed Extraordinario de Real Hacienda and Real Hacienda branches. The operations ag-

gregated within this category were miscellaneous local expenses, some of them related 

to corruption, and some fiscal transferences between the treasury offices not accounted 

clearly in the ledgers. The second most important category was military expenses. Build-

ing forts, furnishing them, and paying the military personnel consumed almost a quarter 

of the exchequer. The third category was the transferences to Castile, which accounted 

46 Klein and TePaske, The Royal Treasuries... Also: Klein and TePaske, Los ingresos y egresos...
47 BPRM, II [Manuscritos], 1632-1634; BNE, Raros, 3080; BNE, Manuscritos, 2734.
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for 16.32% of the total expenses. The Real Hacienda’s administrative costs lag slightly 

behind; 13.67% of the income paid for the operative costs of the treasuries, accounting of-

fices, as well as the salaries of the oficiales reales. These expenses also included payments 

that were required by some taxes and monopolies to function correctly. The fifth category 

groups the expenses realized by the Crown to provide public works on the continent. The 

difference with the sixth category in importance, debt service, is negligible. Justice and 

government expenses encompass the payments realized to maintain the governmental 

system in the New World. It composed both wages and the construction of buildings to 

house the courts and offices. The refunds close the list.

Graph 3.1 presents the time series.48 Royal expenses under Philip III showed a steep 

decrease. By 1600-1604 they reached 43.11 million pesos. By the end of the reign, the 

expenses were only 29.31 million pesos. The incline of the expenses is even steeper than 

that of the revenue for the same epoch. Although the Hispanic American treasury offices 

possessed undoubtedly fewer resources to spend in the continent, the decrease might have 

also been motivated by introducing the Tribunales de Cuentas in Lima, Mexico City, and 

48 Those familiar with the ledgers of the treasury offices of the Hispanic Empire might find the result some-
what strange, as the management of the accounts prompted for fiscal periods that declared a zero sum after 
the audits in the tribunal de cuentas. Therefore, theoretically, the time series for revenues and expenses 
should be almost the same. Nevertheless, when the administrative operations and all the transferences 
between the treasury offices are discounted both in the revenue and the expenses, the picture obtained is 
much more interesting: the series are dissimilar, a linear regression applied to them yields an R-squared fit 
of only 30.73%.

Category Nominal Value* % of Expenses
Refunds 6,340,379.25 0.88%
Justice and 
Government 24,777,969.16 3.42%

Debt Service 33,571,689.36 4.64%
Public Works 33,615,668.30 4.64%
Administrative 
Expenses 98,984,934.39 13.67%

Sent to Castile 118,108,264.63 16.32%
Military 166,656,588.26 23.02%
Unknown 241,821,891.27 33.41%
Total Expenses 723,877,384.61
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis

Table 3.2. Expenses of the Hispanic American Real Hacienda. 1600-1699
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Quinquennium Refunds Justice and 
Government Debt Service Public 

Works
Administrative 

Expenses Sent to Castile Military Unknown Total

1600-1604 0.68 2.65 1.58 1.40 3.08 12.15 4.91 16.65 43.11
1605-1609 0.24 2.17 1.70 1.32 3.00 12.81 5.93 15.72 42.90
1610-1614 0.31 1.46 1.37 1.61 4.74 11.23 6.02 14.03 40.77
1615-1619 0.22 0.83 1.00 1.96 5.08 6.64 9.22 11.21 36.16
1620-1624 0.13 0.64 2.97 1.74 4.33 8.47 7.48 3.54 29.31
1625-1629 0.09 0.87 3.41 2.04 4.34 7.65 9.04 2.83 30.28
1630-1634 0.04 0.49 2.17 1.76 3.61 11.55 8.91 12.60 41.12
1635-1639 0.02 0.56 1.32 1.61 3.63 13.21 7.56 16.53 44.45
1640-1644 0.05 1.03 1.83 1.35 3.94 9.49 7.34 13.93 38.95
1645-1649 0.18 0.66 1.57 1.25 4.14 5.44 8.04 17.52 38.81
1650-1654 0.14 0.75 2.34 1.84 4.00 7.95 6.73 16.78 40.54
1655-1659 0.22 0.96 3.15 1.87 3.84 3.89 9.22 17.72 40.85
1660-1664 1.12 0.94 1.96 1.71 4.59 2.27 8.29 6.79 27.67
1665-1669 0.67 1.21 1.32 1.93 5.02 1.89 7.62 8.73 28.39
1670-1674 0.80 1.56 1.21 2.02 5.08 1.06 7.61 9.03 28.36
1675-1679 0.66 1.75 0.69 2.15 5.95 1.15 8.73 13.08 34.15
1680-1684 0.26 2.02 1.38 1.95 6.57 0.21 10.50 10.62 33.50
1685-1689 0.30 1.61 1.35 1.61 10.29 0.18 12.33 11.82 39.49
1690-1694 0.15 1.50 0.75 1.60 9.46 0.62 12.81 9.72 36.61
1695-1699 0.06 1.11 0.52 0.89 4.31 0.25 8.36 12.96 28.47

Total 6.34 24.78 33.57 33.62 98.98 118.11 166.66 241.82 723.88
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.

Table 3.3. Expenses of the Hispanic American Real Hacienda. 1600-1699 (time series)
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Graph 3.1. Total Expenses of the Hispanic American Real Hacienda. 1600-1699, 
Per Quinquennium. Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from table 3.3.

Bogota, which introduced better control over the Cajas Reales. The new controls imposed 

over the revenue in the continent’s treasuries prompted the administrators to maintain 

much of the resources as stock within their administrations. The upsurge of administra-

tive operations such as the existencias in the Cajas verifies the new controls’ effects over 

the Oficiales Reales.49 In general, this meant that the flow of expenses slowed as the fiscal 

system became more bureaucratized, which induced cash-flow problems within the net-

work of treasury offices.

The first epoch of Philip IV’s reign shows an accelerated increase in fiscal revenue 

since the valley of 1620-1625. The reforms introduced by Olivares motivated an esca-

lation of income and caused an upsurge of the expenses. The remissions composed a 

good portion of these expenses to Castile, which accelerated under the Count-Duke’s 

government. We can easily explain the occurrence by the Thirty Years War’s international 

context and the revolts in Portugal and Catalonia, which prompted a speedy remittance of 

fiscal revenue from America to Europe.50 The highest quinquennium for the expenditures 

49 Administrative operations at the Cajas Reales passed from 3.11 million pesos in 1600-1604, to 6.79 mil-
lion pesos in 1615-1619. The time series for the administrative operations (on the revenue side of the Real 
Hacienda), can be found at the annex: “7.1 Administrative Expenses” on page 518.
50 A good proportion of the expenses might have been channeled to treasury offices in the Caribbean and 
Manila, whose series have not been not incorporated in the data that sustains the graph. Another cause of 
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took place in the quinquennium 1635-1639 when Castile’s remittances also peaked.

During the 1640s and 1650s, the Real Hacienda maintained a high level of expense, 

but by the last five years of Philip IV’s reign, the expenditure decayed markedly. The 

cause of the descent might be related to a policy that limited the remittances heavily to 

Castile, mostly from New Spain. Nevertheless, with the advent of Charles II, a new cycle 

started, and the expenses increased again until the 1680s. This cycle was marked by in-

ternational conflicts (War of the Reunions, Nine Year’s War) that would drag the Spanish 

armies to Europe’s battlegrounds. The last decade saw another decay of the expenses, as 

the cycle and the century closed.

To further assess the expenditure trend, graph 3.2 provides a breakdown of the total 

expenses by viceroyalty.51 It shows very different paths between the two main areas of 

the Empire in the New World. The Real Hacienda in Peru was the leading spender in 

the New World. The southern viceroyalty spent 470.28 million pesos, almost two-thirds 

(65%), whereas New Spain was responsible for only 253.59 million pesos (35%). The 

results are even more skewed than in the revenue, divided between 55% for Peru and 45% 

for New Spain. Perhaps the most striking feature in the graph, is that the time series did 

not cross during the century. When accounting for revenue, New Spain surpassed Peru 

around 1675. However, the graph shows that the volume of the expenses in the northern 

viceroyalty was never higher than in Peru, notwithstanding the notable increase in reve-

nue experienced there.

The shape of the time series for Peru is very similar to the total. Comparing them 

with a linear regression yields an R-squared result of 82.66%.52 New Spain exhibits a very 

different structure. When comparing the latter with the total, the result is a meager 3.75% 

for the determination coefficient.53 These results mean that the expenses carried out by 

Peru proportioned most of the variance that can explain the curve described by royal 

expenditure. The marked differences between the two series point to a divergence in the 

fiscal policies applied in the viceroyalties. At least before Charles II’s reign, New Spain’s 

expenses show a line that is surprisingly parallel to the x-axis, whose shape affected most-

ly the level of the total. Thus, the expenses realized by the Real Hacienda in the northern 

this behavior might be found in the increasing necessity of bullion in the Castilian fiscal system, which 
prompted for expedite means of expenditure that might have eluded the action of the traditional means of 
accountability. What is out of any doubt is that the fiscal system experienced a change during the 1630’s 
and 1640s.
51 The table with the time series can be found in the annex: “5.1 Total Expenses” on page 513.
52 Regression statistics: Adjusted R-Squared: 81.7%; F Statistic: 2.8567E-08; Standard Error: 2.466.
53 Regression statistics: Adjusted R-Squared: -1.6%; F Statistic: 0.4135; Standard Error: 2.466.



163

viceroyalty seem to have ignored the administrative innovations introduced by Philip III, 

as well as the ambitious novelties in tax collection of the government of the Count-Duke.

Peru was the area that contributed the most to the royal exchequer with its tax reve-

nue. It was also the area that spent the most. The southern viceroyalty used the resources 

it had collected to provide for its local necessities and finance the Empire’s policies in 

Castile by remitting the surplus. The Crown used New Spain’s assets differently. Its re-

sources covered the local expenses, and then most of its surplus was shipped to sustain 

the Empire within the limits of the Hispanic American Real Hacienda. Whereas Peru’s 

bullion was being shipped preferentially to Seville, New Spain’s was kept in the Caribbe-

an and the Philippines, although it is true that some of the surplus coming out of Veracruz 

eventually reached Castile.54

Many rationales were behind these fiscal policy decisions. As noted in the previous 

chapter, Peru’s dominance over New Spain in sheer tax recollection until Charles II’s 

government is determinant to explain these divergences. The Real Hacienda possessed a 

bureaucratic apparatus in Peru that made it easier to allocate assets from that viceroyalty. 

New Spain did not have the institutional infrastructure installed in the southern viceroy-

54 See graph 3 at:  Klein and Serrano Hernández, “Was there...,” 54.
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alty. Also, Seville’s market deemed silver bullion produced in Potosí of better quality 

than those produced in New Spain, and thus demanded preferentially Peruvian bullion. 

Some of the keys that can lead to a better understanding of these developments reside in 

the careful analysis of the expenses categories, which will provide further insight into the 

allocation of the assets possessed by the Hispanic Empire in America.

3.3.1 Military expenses

The first duty of the sovereign, therefore, that of defending the society from the violence and injustice of oth-
er independent societies, grows gradually more and more expensive as the society advances in civilization.

Adam Smith.55

The evidence presented hereafter corroborates that the Hispanic Empire’s inhabitants in 

the New World paid for security and defense through their taxes. They did so since the 

mid-XVIth century and continued to do it throughout the entire early modern era. How-

ever, the specialized literature has sustained that the Hispanic Empire had provided very 

little security for America’s inhabitants before the Bourbon Reforms.56 Following closely 

the assessments realized by L. McAlister,57 L. M. Arias has proposed that military defense 

in the New World was “hardly more than a token” before 1763.58 According to this assess-

ment, before Charles III’s reign, the royal exchequer in the New World had provided al-

most no public goods to its inhabitants.59 The lack of foreign and internal threats enforced 

this situation.60 Nevertheless, the Hispanic Empire’s shock during the Seven Years’ War, 

especially after losing both Manila and Havana to the English army in 1762, changed this 

grim state of affairs.

To answer the English Empire’s fundamental threat, the Castilian Crown created 

provincial military corps in the mainland. This effort entailed building the fiscal capacity 
55 Adam Smith, The Wealth of Nations (Middlesex: University of Chicago Press, 1977), 944.
56 “The Iberian states could not rely on large professional military and naval forces. The Hapsburgs never 
created a standing army, never imposed conscription, and relied on hired mercenaries whenever possible.” 
Coatsworth, “Political Economy...,” 246.
57 “A more direct approach to the problem of defending the overseas empire lay in the strengthening of the 
colonial military establishment which before the Seven Years War was hardly more than token.” Lyle N. 
McAlister, “The Reorganization of the Army of New Spain, 1763-1766,” The Hispanic American Histori-
cal Review 33, no. 1 (February, 1953): 2.
58 “Minimal military protection was located at the ports (Veracruz and Havana) and at the presidios (fron-
tier garrisons).” Luz Marina Arias, “Building Fiscal Capacity in Colonial Mexico: From Fragmentation to 
Centralization,” The Journal of Economic History LXXIII, no. 3 (September, 2013): 672.
59  H. D. Soifer echoes this assessment about the situation of Hispanic America before the Bourbon Re-
forms. Hillel David Soifer, State Building in Latin America (New York, NY: Cambridge University Press, 
2015), 87-94.
60 “...the Spanish Crown faced few challenges in colonial territory prior to the Seven Years’ War.” Arias, 
“Building Fiscal Capacity...”, 665.
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of the Empire in America, as the system was previously very fragmented.61 The author’s 

theoretical framework presupposes that the fiscal system in Hispanic America was very 

similar to that in place in Europe during the last stages of the middle ages and the early 

era. Until the Reforms, the Monarchy had been unable to collect the taxes directly and had 

to establish unilateral negotiations with the local elites to finance its operations.62

It would be challenging to dispute Arias’ assessment regarding the importance of 

military defensive systems for developing State capacity in the early modern era. It is 

also true that analyzing the Seven Years’ War is crucial to understand the fiscal policies 

followed by the Hispanic Empire in America for the last third of the XVIIIth century and 

the XIXth century.63 Paying for a defensive system also meant to have a permanent mil-

itary force installed in the continent. This fact, transformed military spending into the 

driving force of the budget, as the fiscal category was not just an extraordinary expense 

that would increase in times of war and disappear when peace arrived. Many scholars 

have noted the linkage between the soar experienced in military expenses and the rise of 

the modern State.64

However, the mainstream assessment of the defensive capabilities of the Hispanic 

Empire in America overlooks essential historical evidence. The discussion is, for the most 

part, limited to the epoch of the Bourbon Reforms.65 It is also necessary to assess the en-

61 “The Crown depended on private transactions and private contracts for the collection of the major taxes 
in New Spain. Royal officials directly negotiated contracts with the corporate elites and local authorities.” 
Ibid, 668.
62 “As in Europe on the eve of the formation of the modern state, fiscal capacity in colonial Mexico was 
fragmented prior to the reforms. The central government had a limited ability to directly collect and enforce 
taxes. Instead, various entities had fiscal autonomy. Provincial authorities (e.g., cities) and private corpora-
tions (e.g., merchant guilds, the church) collected taxes over specific economic activities and regions. The 
Crown negotiated bilaterally with the corporate and local elites exchanging fiscal exemptions and other 
privileges for upfront payments.” Ibid, 664.
63 The Hispanic Empire built such a defensive capacity in Cuba and Puerto Rico that both isles would re-
main in its orbit until the early XXth century, notwithstanding that the entirety of the mainland had seceded 
during the first quarter of the XIXth century.
64 “The 'Military Revolution' of the sixteenth and seventeenth centuries’, it has been said, 'led to the strength-
ening of monarchical power in countries relying on domestic resources to finance modern armies'. The ob-
jectives of governments were made achievable by a set of financial policies designed to extract sufficient 
resources from the population under the ruler’s (or the state’s control). The pre-existing economic infra-
structure permitted (but also served to restrict) the extraction of resources and this in turn interacted with 
the government’s policies. The result was the fiscal and financial consequences of applying a particular set 
of policies to a particular sort of infrastructure. Finally, the political and social consequences of the policies 
worked their way through the system and may in turn have influenced the government’s goals -though the 
biggest single stimulus to increase in the fiscal burden in European states was the need to build up larger 
armies.” Richard Bonney, “Introduction,” in Bonney (Ed.), Economic Systems..., 5-6.
65 For a balance of the subject for the late XVIIIth century: Juan Marchena, “Capital, créditos e intereses 
comerciales a fines del periodo colonial: los costos del sistema defensivo americano. Cartagena de Indias y 
el sur del Caribe,” in Soldados del Rey. El ejército borbónico en la América colonial en vísperas de la In-
dependencia, Eds. Allan J Kuethe and Juan Marchena (Castelló de la Plana: Publicacions de la Universitat 
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tirety of the territories under the Crown’s control in the continent, to understand the actual 

military capabilities of the Hispanic Empire in America. Not all the territories needed 

military defense. Limiting the analysis to the frontiers of current national-states (such as 

Mexico) hinders the comprehension of the Hispanic American defensive system and the 

overall functioning of the Empire in the New World. A long-term assessment would have 

enriched the perspective. This assessment is also valid for those texts that have tried to 

understand Latin American states’ underwhelming development during the XIXth centu-

ry, centering the debate on the contradictory role played by the military in the continent. 

There is a clear case of path dependence that started since the XVIth century.66

The analysis of the data shows a different picture regarding the Hispanic Empire’s 

state of affairs before the Bourbon Reforms. Well before the advent of the Bourbons to 

the throne of Castile, the Crown had developed a fiscal structure in America that was 

more homogeneous than in his European territories. The Monarchy had built in America 

a fiscal structure with the capacity to charge taxes directly. It had established a network 

of treasury offices able to reach almost all the lands previously conquered. The Real Ha-

cienda served as the mechanism that allowed to transfer a good portion of the revenue 

produced in provinces with a fiscal surplus to those unable to pay for their expenses. The 

fiscal revenue often found itself allocated in zones of the continent that sustained the de-

fenses of the Empire.

During the first years of the Hispanic colonization in the New World,  the Crown left 

the defense of the territories incorporated into the Empire to the settlers’ device. They had 

to put up with the costs associated with defending the seashores and controlling the In-

dian population subjected to Castilian rule. In turn, the Crown recognized these services 

as merits by bestowing the settlers with military titles (capitán a guerra, alférez mayor) 

and participation in the Ayuntamientos as part of the Cabildo. Until the last decades of the 

XVIth century, the Crown conducted its main military expenses in northern New Spain 

and Chile. These efforts attacked the indigenous populations that adamantly resisted the 

advance of the Spanish settlers. Nevertheless, Drake’s campaigns in the Caribbean and 

the Pacific during the 1570s and 1580s caused a shock at the Court in Madrid, similar to 

that experienced by the fall of Havana in the summer of 1762.

Moreover, even after Drake’s campaigns, the Hispanic Empire’s safety in the New 

Jaume I, 2005), 160-240.
66 Miguel Angel Centeno, Blood and Debt. War and Nation-State in Latin America (Philadelphia, PA: The 
Pennsylvania State University Press, 2002).
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World deteriorated with the outbreak of open war against England during the 1580s, 

and the Dutch War of Independence. The competing European powers were causing a 

short-circuit on the communications and commerce between Hispanic America and Cas-

tile. Philip II rapidly instructed the viceroys in Mexico and Lima to use part of the reve-

nue to secure the territories against the opposing European potencies. The threat stopped 

being internal and became external. The enemies transitioned from being local to global. 

The priorities of war shifted rapidly by the end of the XVIth century, and they came with 

a myriad of new burdens for the exchequer in the New World. The Crown had to erect and 

furnish forts and barracks, fortify the ports, build new galleons for the Indies’ Fleet. Per-

haps even more importantly, an enormous number of soldiers and sailors had to be hired.

The Crown answered these challenges very similarly, both under the Bourbons and 

under the Habsburgs. It understood the inadequacy of the current defensive system and 

embarked on a military reform that also pushed the fiscal system’s boundaries. Whereas 

during the late XVIIIth century, the Crown created provincial military corps in the main-

land, during the late XVIth century, it created three military defensive systems. However, 

the bulk of that defensive capacity was neither in Mexico city nor Lima, Bogotá, or Po-

tosí. The imperial defensive system functioned in the Caribbean, Chile, and the Philip-

pines, precisely where it was necessary.

According to the data available today, the Empire’s military expenses were the sec-

ond category of public expenditure in Hispanic America during the XVIIth century. It is 

possible that, when we can assess the expenses in the unknown category, the military ex-

penses would take the first place rightfully. The numbers presented here are by no means 

complete. The sample presented in the time series does not include the Cajas Reales in the 

Caribbean and Manila, the most important zones for military expenditure managed by the 

Consejo de Indias. What is evident with the data available now, is that the Crown spent at 

least a quarter of its revenues, boosting its defensive capabilities in the New World. This 

effort encompassed five main branches: soldier salaries, fortification-building, military 

supplies, shipbuilding, and transportation expenses. Although the sources’ inadequacy 

renders challenging to provide a breakdown for each of the branches, the evidence sug-

gests that the wages were the most critical branch within the military expenses.67 At first 

sight, this statement might not come as essential, but it is pivotal to understand the struc-

67 Military expenses were often registered in the summaries with general designations, such as gasto de 
guerra (war expenses), that did not provide a breakdown of the branches that composed the aforementioned 
expenses.



168

ture of public expenditure in Hispanic America.

Graph 3.3 shows the evolution of military expenses during the XVIIth century. The 

fiscal category started the century with some 5 million pesos per quinquennium. The 

Twelve Years’ Truce certainly allowed the Crown of Castile to contain the military build-

up in the Caribbean, and devote some of the surplus resources to finance the metropolitan 

exchequer. Nevertheless, the situation did not last long. By 1615-1619, the category rose 

to 9.22 million pesos and experienced a change of level that would not turn back during 

the whole century. The first years of Philip IV in office saw a contraction of the overall 

expenses in the New World. The new king and his prime minister, the Count of Olivares, 

wanted to improve the finances of the Empire by controlling better the disbursements. 

This is also true for the military expenses: by 1630-1634 the category started to recede, 

even in a context of open war with the Dutch in the American continent. But the neces-

sities of war superseded those of the general fiscal policy: military expenses grew again 

until the end of the Thirty Years’ War.

Under Charles II, military expenses saw the most significant increase in the century. 

The Crown invested its fiscal revenue in maintaining and expanding its military power in 

the New World. The logical explanation of this buildup would be that the end of Europe’s 
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major conflicts after the Peace of Westphalia in 1648, permitted the Crown to focus on 

sustaining its overseas Empire in America. Charles II’s ministers focused on retaining the 

parts of the Empire that had been compromised by the competing global powers. Forced 

mainly by the loss of maritime power after the Eighty Years’ War, compelled the Crown 

to develop an even stronger defensive policy, especially in the American continent. The 

development of this defensive military policy, sanctioned by the hike of the expenses, is 

what C. Storrs has called Spain’s resilience.68

Graph 3.4 presents the breakdown of the military expenses by viceroyalty.69 Peru 

was the leading area when accounting for military expenses, allocating at least 90.93 mil-

lion pesos, representing 54.56% of the total of the fiscal category. In Peru, treasury offices 

allocated 19.34% of their total expenses in the military. At the same time, New Spain 
68 To properly assess the military capabilities under Charles II, the numbers presented by Storrs would ben-
efit from knowing the defensive capabilities and the extent of the war efforts in Hispanic America, as the 
debate seems overly centered in the quantities of silver shipped to Seville and Cadiz. Christopher Storrs, 
The Resilience of the Spanish Monarchy 1665-1700 (New York, NY: Cambridge University Press, 2006): 
137-141, 227-229.
69 Some of the branches both in Peru and in New Spain are declared simply as “Guerra”, and were some-
times related to bullion conducted to the Caribbean and the Philippines to support the defensive systems 
there. With the current data, it is sometimes difficult to assess clearly the part of the miltary expenses paid 
within the viceroyalties and in the Caribbean and Asia. This problem is even more acute for New Spain, as 
most of the defensive system financed by its Real Hacienda, was outside the limits of the viceroyalty. The 
table with the time series can be found in the annex: “5.2 Military” on page 513.
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contributed with 75.73 million pesos, 45.44% of the total within the category. The pro-

portion of military expenses within the northern viceroyalty budget is 29.86%. Despite 

the total numbers, the defense burden was significantly higher for the Real Hacienda in 

New Spain than in Peru. Both series, for the most part, follow a growing trend reasonably 

similar to the total. Comparing the time series for the total with the viceroyalties yields 

an R-squared of 74.29% and 76.32% for Peru70 and New Spain.71 Until 1635-1639, the 

military expenses of the viceroyalties had a very similar trajectory. However, the synchro-

nization broke in the quinquennium 1645-1649, when Peru spent 5.4 million pesos, and 

New Spain devoted only 2.63 million pesos. A marked increase in military spending in 

both viceroyalties caused the upsurge in the last three decades of the century. The upward 

trend started in 1670, and until the end of the century, the Real Hacienda committed an 

average of 5 million pesos in each viceroyalty per quinquennium. These numbers contrast 

with the average 3.8 million pesos registered in New Spain and Peru for the years before 

that point. The Crown invested heavily in expanding its fortresses in the Caribbean.

To provide a better assessment of the military expenses of the Hispanic American 

Real Hacienda, table 3.4 displays the data for the defensive system in Hispanic America 

in 1650. According to the summaries compiled by the Council’s secretary, Juan Díez de 

la Calle, the royal exchequer provided funds to 67 institutions that were in charge of up-

holding the Castilian rule in the New World and Asia.72 The Crown maintained an army 

70 Regression statistics: Adjusted R-Squared: 92.44%; F Statistic: 4.3632E-16; Standard Error: 0.5841.
71 Regression statistics: Adjusted R-Squared: 93.30%; F Statistic: 2.505E-17; Standard Error: 0.5841.
72 BNE, Raros, 3080; BNE, Manuscritos, 2734. Also: BPRM, Manuscritos, 1632-1634, for Lima’s general 
accountant Francisco López de Caravantes’ calculations for Peru.

Military Institution Frequency Posts Annual Salary*
Shipyards 2 103 10,587.65
Viceroy Guard 1 52 22,656.25
Naval Fleet 4 1,560 450,045.09
Fort/Garrison 60 11,263 1,476,741.95
Sub-total 67 12,978 1,960,030.93
Militia 22 7,042
Total 89 20,020 1,960,030.93
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  
1632-1634; Biblioteca Nacional de España, Raros, 3080;  Biblioteca 
Nacional de España, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis

Table 3.4. Ordinary Military Expenses of the Hispanic American Real Hacienda. 
c.a. 1650
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that can be estimated to have had 12,978 operatives, including soldiers, sailors, military 

engineers, and administrators. The average annual salary of the Hispanic American mili-

tary participants was 151.03 pesos, although there were marked regional differences.

The Crown needed a minimum of 1.96 million pesos to finance the soldiers’ wages 

that handled the defenses of the New World.73 The figure does not include the resources 

necessary to construct and maintain the fortresses and lines of supply and the military 

supplies, which varied year after year. If we can calculate the continent’s population in 

3.808 million,74 then it can be esteemed that each of the inhabitants of the Empire in 

America paid at least 0.51 pesos each year for military protection.75 The quinquennium 

1650-1654 saw a total income of 30.34 million pesos,76 which gives a yearly average of 

6.07 million pesos per year. The minimum military expenses of the Hispanic American 

Real Hacienda implied almost a third (32.28%) of the total available resources. The bur-

den was substantial.77

The 60 presidios that populated the continent and the Philippines constituted the back-

bone of the defensive system in Hispanic America. The Real Hacienda directed 76.5% of the 

military’s ordinary yearly cost to finance the army, whereas it allocated 23.5% of the bud-

get to pay the sailors and soldiers working at the navy.78 The military defenses in the New 

World included 22 militia forces located in the same number of populations. Some 7,042 

soldiers composed them. These units existed in zones of the Empire with limited fiscal re-

sources and located outside of the leading positions subject to be attacked by the competing 

European powers. The militias operated primarily at the Yucatan Peninsula and the district of 

the Audiencia de Guatemala. The militias had roots in the Castile’s territorial defense system 

during the Reconquista process in the Iberian peninsula. The landowning class of the zone 

73 Table 3.3 declares a total military expenditure for the quinquennium 1650-1654 of 6.73 million pesos, 
for a yearly average of 1.346 million pesos. The difference regarding the number expressed here is 0.614 
million pesos. We can explain the divergence by noting that the time series for the viceroyalties do not in-
clude data for the Caribbean and Manila. Moreover, the unknown category contains many expenses related 
to defense.
74 Jan Luiten van Zanden and Leticia Arroyo Abad, “Growth under Extractive Institutions? Latin America 
Per Capita GDP in Colonial Times,” The Journal of Economic History LXXVI, no. 4 (December, 2016): 
1189.
75 J. Jurado calculates the per-capita spending in defense in Castile in some 1.2105 pesos de a ocho by the 
second quinquennium of the XVIIIth century. See table 6 at: José Jurado Sánchez, “Military expenditure, 
spending capacity and budget constraint in eighteenth-century Spain and Britain,” Revista de Historia 
Económica 26, no. 1 (March, 2008): 165.
76 See: “Table 2.2. Tax Categories of the Hispanic American Real Hacienda. 1600-1699 (time series)” on 
page 79.
77 Castile destined 78.48 of its fiscal revenue to pay the navy and the army by the second decade of the 
XVIIIth century. See table 4 in: Jurado “Military expenditure...,” 157.
78 By the second decade of the XVIIIth century, Castile devoted 89% of the budget allocated to military 
spending to the army, and 11% to the navy. Ibidem.
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contributed to the defense with its military service. In exchange, the Crown provided means 

for social recognition; for instance, the appointments given to the encomenderos.

As noted in the table above, the militias were not paid directly by the Real Hacienda, but 

the existence of these military corps was based in taxes that the Crown relinquished to charge 

in the settlers in exchange of the military service.

Table 3.4 shows that the militias were not paid directly by the Real Hacienda. However, 

taxes the Crown relinquished to charge to the settlers in exchange for their military service 

were the base of these military corps. The militias had been created since the early XVIth 

century, with the conquests by Montejo and Alvarado.79 The landowning class composed its 

ranks. Each encomendero maintained a company composed of his family and some of the In-

dians under his tutelage. The local elite had an obligation to serve as cavalrymen to defend the 

land against pirates’ invasion, and deter Indian rebellions. The population had to be prepared 

to receive the call-to-arms when an enemy approached the coast.80

Map 3.3 displays the position for the presidios and the 22 militia forces. It also shows the 

location of four naval fleets that sailed in the Caribbean, the Pacific Ocean and the China Sea,81 

and the site of two shipyards that built and repaired the galleons. Furthermore, it displays the 

viceroy guard’s placement, an elite military corps equivalent to the royal guard of Madrid. 

The three core areas of the defensive system are featured as well on the map. Each of them 

was within the jurisdiction of a governmental zone: the Philippines in the viceroyalty of New 

Spain; Chile was part of Peru; the Caribbean belonged to the Audiencias Pretoriales.

Graph 3.5 presents the institutional frameworks’ distribution, the posts, and the mini-

mum cost of the defense in the three governmental zones of the Hispanic Empire in America 

by 1650. The distribution of all the categories measured is well balanced among them. The 

viceroyalty of Peru concentrated a third of the defense institutions financed by the Hispanic 

American Real Hacienda, 18.72% of the posts, and 38.21% of the total military salaries and 

25.84% of the institutional frameworks. The average wage paid to the soldiers, sailors, and 

79 This fact also contradicts Arias’ assessment regarding the lack of military service in the mainland prior to the 
mid- XVIIth century. Arias, “Building Fiscal Capacity...”, 672.
80 In 1646, the city of Merida in Yucatan informed to Philip IV: “Que esta provincia sea la que menos cuesta a 
la Real Hacienda, que es la última de las calidades propuestas, es notorio. Lo primero, porque en ninguna de 
sus poblaciones, ni puertos, hay presidio pagado, ni otra defensa, fuerte, ni fuerza que cueste ni haya costado 
a Vuestra Majestad cantidad alguna, por ser los pechos de aquellos vasallos, leales, como valientes, los fuertes 
más seguros, y menos costosos. La artillería, los artilleros, las municiones, y todo lo necesario para tan continua 
defensa, es a costa de los vecinos, siendo así, que en cada puerto de la Habana, Cartagena, Portobelo, Puerto 
Rico, y San Martín, donde sólo se defiende una entrada, o un pueblo, se gastan cada año más de 200,000 pesos, 
y en Yucatán, que se defienden muchos puertos en 160 leguas de costa, no se gasta cantidad alguna de la Real 
Hacienda.” BNE, Varios Especiales, 182, 18, f. 5 back.
81 The naval fleet that crossed the Atlantic each year and connected America with Europe -and that constituted 
the most important of the fleets- of the Empire to reach America is not counted for here. The flota de indias was 
financed in Seville and thus its administration was not part of the Hispanic American Real Hacienda.
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officers serving in Peru, 199.83 pesos, is significantly higher than the global of the fiscal 

category. Central America and the Caribbean, that is, the zone covered by the districts of the 

Audiencias Pretoriales concentrated a 41.57% of the royal military institutions, 46.72% of 

the posts, but only 25.79% of the salaries. The average salary paid at the zone is only 97.9 

pesos per position. However, the Real Hacienda did not pay the militias. Considering only 

those positions that received a salary from the treasury offices, the average was 147.52 pesos, 

which puts these soldiers very near to the Hispanic American average for the military wages. 

New Spain concentrated 32.58% of the military institutions and 34.57% of the posts within 

the defensive system managed by the Indies Council. The number of resources needed to pay 

for the soldiers’ salaries and sailors based at the spaces governed by the northern viceroyalty 

represented 36% of the total. The average annual wage in the area was well below the global 

average: 122.07 pesos.

3.3.1.1 Peru

Peru’s military expenses were the highest within the  Hispanic Empire in America. Table 

3.5 details the number of institutional frameworks, the positions filled by the soldiers, and 
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Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca Nacional de 
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the number of resources devoted to paying the defensive system there. Perhaps the most 

outstanding characteristic we can find is the volume of the wages devoted to paying the 

sailors in duty within the South Sea Fleet (Armada Real del Mar del Sur).82 It constituted 

the most expensive of the fiscal expenses realized to fund a single military institution in 

America. At the beginning of the XVIIth century, the viceroy Marquis of Montesclaros 

modernized and reorganized the South Sea Fleet, selling the old vessels and paying for 

the fabrication of new boats constructed at Guayaquil’s shipyard.83 The Caja Real in Lima 

regulated the number of sailors serving and the military rations’ price. A total of 6 galle-

ons, together with other minor size vessels, composed the South Sea Fleet. At least one of 

the galleons remained permanently anchored, for it functioned as a jail.84

The fleet was based at Callao’s port and was paid entirely by the Caja Real in Lima. 

82 For a good review of the Armada from its formation to its dissolution, see: Pablo Emilio Pérez-Mallaina 
Bueno and Bibiano Torres Ramírez, La armada del mar del sur (Sevilla: Escuela de Estudios Hispanoa-
mericanos, 1987).
83 The shipyard located at Guayaquil, whose primary activity was to build ships for the South Sea Fleet 
-and which also became the most important shipyard in Hispanic America during the XVIIth century-, even 
superseding Havana, might have been in private hands during this epoch. I have not found fiscal revenue, 
coming from the treasury offices in Quito, Lima or Guayaquil itself used to pay offices in the shipyard. The 
payments for the ships that were constructed there can be easily found within the ledgers of Lima’s treasury 
office.
84 “Había cuando Vuestra Excelencia [Marqués de Montesclaros] llegó a este gobierno, para la guarda de 
este reino, una armada que de ordinario reside en el puerto del Callao, con 6 galeones tripulados y artillados, 
con la gente necesaria de mar y guerra... y respecto de hallar Vuestra Excelencia algunos galeones viejos y 
de poco servicio, se mandó deshacer el galeón San Pedro y San Pablo -fabricado de su principio en Chile-, 
de más de 20 años, y se vendió la candelaria y otro al capitán Uracandi, y otro a Simancas dándole licencia 
para hacer viaje a México -porque de otra manera no se pudiera vender- y quedando de servicio el galeón 
Mercedes y La Visitación, Vuestra Excelencia acordó en acuerdo general con los oidores y oficiales reales 
en 15 de octubre de 1609, que se labrasen antes que aquellos galeones se consumiesen, otros 2 en Guaya-
quil, como se fabricaron que son San Joseph, de 500 toneladas, y Santa Ana de 300, de forma que hoy hay 
en esta Armada estos 2 galeones nuevos y una lancha... y el galeón La Visitación, que es de servicio, y los 
galeones Nuestra Señora de las Mercedes, y Jesús María -que con la carena que Vuestra Excelencia les está 
dando- quedan de mucho servicio-, y también hay una galera que sirve de cárcel a la armada.” BPRM, II 
[Manuscritos], 1278, f. 137 back, 138 front.

Military Institution Frequency Posts Annual Salary*
Viceroy Guard 1 52 22,656.25
Naval Fleet 1 460 222,851.29
Fort/Garrison 21 3,236 503,457.20
Total 23 3,748 748,964.74
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos], 
1632-1634; Biblioteca Nacional de España, Raros, 3080;  Biblioteca 
Nacional de España, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis

Table 3.5. Ordinary Military Expenses in the Viceroyalty of Peru. c.a. 1650
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Its main goal was to deter the internment of English and Dutch pirates within the Pacific 

Ocean. It also provided security to the coastal settlements of South America, especially 

the viceregal capital.85 It navigated from Lima to Arica, located at the south of the vice-

royalty, to freight the mercury necessary for La Plata district’s mines. After arriving at 

San Marcos port in Arica, it would gather the bullion sent from the mining centers in the 

Andean zones to the capital. Once in Callao, the South Sea Fleet would then transport the 

fiscal resources and merchandise transferred to Panama, to export it to Castile and other 

parts in the Caribbean through the Indies Fleet that anchored in Portobelo. Of course, 

these galleons provided security to other private-owned vessels that would attach them-

selves to the fleet to travel with enhanced security across the Pacific.

A total of 460 positions comprised the fleet’s payroll. Two hundred four of them were 

sailors, whereas 138 were artillerymen. The annual salaries, plus the military rations dis-

tributed among them, converted them into the best-paid soldiers of the Hispanic Empire 

in America: 445.5 pesos of the salary plus the 103.88 pesos of the military rations. 86 The 

Crown also paid the surgeon for the flagship, a caulker, and a carpenter for each of the 

galleons. Finally, the viceroy provided the position for a cosmographer in Lima, who was 

in charge of evaluating the fleet’s pilots and producing cartographic material for the nav-

igation.87 As a side note regarding institutional adaptation experienced by the Hispanic 

Empire, the organization of the naval fleets in the American continent and Asia almost 

replicates that of the Republic of Genoa in the Mediterranean, financed by the Crown of 

Castile.88

Callao had a presidio of considerable proportions. Image 3.1 portrays the plan of the 

defensive wall constructed in the port during the government of the Marquis of Mancera, 

showing the location and dimensions of the old walls substituted with the new ramparts.89 

85 See map 3.1.d in “Map 3.1. Revenue, Expenses and Fiscal Transferences by Province in Peru, 1614” on 
page 149.
86 The wages of the artillerymen serving in the South Sea Fleet might have been among the highest paid to 
any soldier (officers are of course excluded) serving under the banners of the Hapsburg Monarchy.
87 Lucas de Quiros was perhaps the most important of the cosmographers of the Armada Real del Mar del 
Sur in Lima, as he produced the map of South America that was sent to Philip III along with the Memorial 
by Francisco López de Caravantes in 1630. This was one of the most detailed maps produced for the con-
tinent in the XVIIth century, and served long time as the main model to reproduce cartography of the New 
World. The original can be consulted in the library of the Royal Palace in Madrid: BPRM, VII [Maps], 46, 
(2) B, “Descripción corográfica de las provincias del Perú, Chile, Nuevo Reino y Tierra Firme.”
88 See: “Figura 13: La estructura de la empresa de Marco Centurione (1613-1621)” in: Benoît Maréchaux, 
Instituciones y finanzas internacionales en el Mediterráneo de la época moderna. Los asentistas de galeras 
genoveses al servicio de la Monarquía Hispánica (1500-1650) (Universidad Carlos III de Madrid: Tesis de 
Doctorado en Historia Económica [unpublished], 2017), 158.
89 The plan was originally located at: AGI, Gobierno, Audiencia de Lima, 465. This ledger contains the 
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The Crown financed the entirety of the construction. There, the garrison possessed 535 

soldiers. Three hundred were located permanently at the port, and 200 reinforced the ter-

cios serving in the South Sea Fleet, whenever it transported the bullion to Panama. The 

salaries of the military force, including the rations given when they navigated, consumed 

some 165,454 pesos. The garrison in Callao constituted the most expensive of the presi-

dios in America.

Chile concentrated most of Peru’s military force. The war in Chile was perhaps the 

first experience in which the Crown assumed the responsibility of military defense entire-

ly in the Indies, and the units stationed in the forts of Arauco were among the first pro-

fessional armies that emerged in the New World. Map 3.3.a shows the defensive system 

in the Arauco region. The Crown installed the fortresses gradually after the Mapuche up-

rising of 1553.90 By 1650, Chile’s military defenses commenced at Chillán, to the north, 

and ended in Calbuco, to the south. The government had managed to build twenty forts 

within the zone and arranged them in two lines. On the north, the defenses ran from the 

original plan to overhaul the defense across the viceroyalty.
90 J. M. Díaz Blanco has extensively analyzed the political and moral implications of the Arauco war during 
the first years of the XVIIth century. José Manuel Díaz Blanco, Razón de Estado y Buen Gobierno (Sevilla: 
Universidad de Sevilla, 2010), 79-108.

Image 3.1. Plan of the Callao Port in Peru, 1641

Source: AGI, Mapas y Planos, Perú y Chile, 8, 1641.
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delta of the Biobio river to the Andes. Their objective was to protect the hinterland of the 

Peruvian viceroyalty from the internment of the Mapuche tribes.

The village of Angol, to the east, was founded, for the fourth time, by the gover-

nor Francisco Laso de la Vega in 1637. It was located well into the Mapuche territories 

and intended to serve as a launching pad for the Spanish military expeditions during the 

Arauco War. Image 3.2 shows the plans for the new population. The picture displays the 

population’s location, fully protected with a wall made with adobe and two bastions with 

some artillery.91 The army had a stockade protecting its encampment on the other shore of 

the river. In Angol, the presidio possessed 80 infantry soldiers and five musketeers, two 

captains, chosen by the governor of Chile, a sergeant, an alférez, and a corporal. The Real 

Hacienda also paid the wage of a priest that served in the company. The cost of the total 

91 posts located there, had a yearly cost of 10,977.19 pesos.

The fortress of Concepción coordinated the northern line. Its presidio had a payroll, 

91 Laso’s successor as governor of Chile, the marquis of Baídes, criticized heavily the state in which he 
found the wall and the village’s dependencies when he sent a visitor to evaluate the place in 1640. AGI, 
Gobierno, Audiencia de Santiago, 21, R. 1, N. 6, f. 2 back.

Image 3.2. Plan of the new Population of Angol in Chile, 1637

Source: AGI, Mapas y Planos, Perú y Chile, 175, 05/30/1637.
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which included four companies with 320 infantrymen, a company with 50 cavalrymen, 

and all their officers. It also possessed a hospital, financed in its entirety by the Crown, 

with surgeons and a pharmacist. Moreover, Concepción housed a small naval squad com-

posed of two frigates with a crew of 14 sailors, and the facilities necessary to repair the 

ships moored at the port. This military enclave had a ordinary yearly cost of 63,307 pesos 

paid at the local treasury office with funds transferred directly from Lima.

The southern defensive line was re-designed, for the Monarchy had abandoned it 

during the late XVIth century, and built it from the ground-up after the attack by the Dutch 

West Indies Company in 1643. It had the goal to prevent further internment of foreign 

ships in the Pacific after the council scrapped the plans to fortify the Magellan strait due 

to its complicated geographical situation.92 The presidios also served to encapsulate the 

Mapuche within the plains of the Biobio region. The military engineers built the forts 

around the Valdivia river’s mouth, taking advantage of the delta’s disposition. After the 

Dutch evacuated Chiloé island in 1644, the Crown reconstructed Valdivia’s city with a 

garrison of 140 infantrymen and 100 musketeers, a rarity within the Hispanic American 

military. Seventeen gunners that managed the 45 cannons brought from Lima reinforced 

the military operations. This reconstruction effort included a royal hospital and a church 

with surgeons and priests paid by the Real Hacienda. Valdivia fortress communicated 

with the other three forts of the system (Baídes, Mancera, and San Sebastián de la Cruz) 

through boats operated by convicted prisoners and a couple of sailors. This entrench-

ment, modernized throughout the XVIIIth century, was deemed unconquerable until the 

Empire’s implosion in the XIXth century. The four forts of the Valdivia river delta had a 

combined minimum yearly cost of 45,313 pesos.

The Chilean stronghold employed some 2,752 soldiers in 1650. The defensive sys-

tem constituted a veritable Maginot Line of the XVIIth century, tightly packed into some 

141,000 square kilometers. It required at least 338,000 pesos each year to finance the 

military wages. Nevertheless, during the epoch, the district of the Audiencia of Santiago 

had virtually zero fiscal income. The Real Hacienda had to transfer the resources needed 

to feed this military machine from the provinces that possessed fiscal surplus, typically 

located in the Peruvian mainland’s mining and commercial zones, distant at least 2,500 

kilometers from the presidios, and on the other side of the Andes. The central treasury 

92 Salvador Angulo, “La Artillería y los artilleros de Chile. Valdivia y Chiloé como antemural del Pacífico,” 
MILITARIA. Revista de Cultura Militar, no. 10 (1997): 237-264.
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office in Lima oversaw the transportation of fiscal resources from the entrepôts of La Pla-

ta province to the viceregal capital. It then organized maritime transportation, either by 

detaching some boats from the South Sea fleet or by contracting private freight, to send 

bullion and coins to the treasury offices located in the district of the Audiencia of Santi-

ago. The resources had to be timely sent to pay the soldiers defending the frontier of the 

Empire.  If there were disturbances in the supply line, the Real Hacienda would contract 

short-term loans that would later cover with silver arriving from the mining zones or any 

other fiscal revenue available at the Caja Real.

3.3.1.2 Central America and the Caribbean

The Caribbean had similar conditions as those described for Chile. It needed a significant 

number of resources to sustain its military but possessed inadequate local fiscal income. 

The zone was the key to the continent’s territorial dominance and controlled the trade 

routes with Europe. It was the most common area for military operations in the New 

World during the XVIth and XVIIth centuries, as the echoes of Europe’s conflicts usually 

reached the shores of the Caribbean.93 The data presented in table 3.6 shows that, by 1650, 

the Crown financed 17 strongholds and a shipyard in the region. It also maintained the 

Windward’ Fleet (Real Armada de Barlovento), meant to reinforce the protection of the 

trade routes in the Caribbean. The Crown destined at least half a million pesos to pay for 

the soldiers’ wages -mainly- in the forts and garrisons.

The Barlovento Fleet was perhaps the most ambitious military enterprise undertook 

by the Hispanic Empire in America during the XVIIth century, as the Council designed it 

as a tool to wage offensive war in the Caribbean region.94 During the 1630s and 1640s, 

the Crown managed to create a new naval fleet based in Puerto Rico. The military neces-

sities of the Indies’ fleet in Seville, and the pressing needs of defending the strategic ports 

of Galicia from English attacks, had always hampered this Crown’s long-time dream. 

Financed with a rate increase on the commercial taxes in New Spain, the fleet’s main 

directive was to patrol the minor Antilles, attacking the privateers’ ships and settlements. 

The fleet constituted a unique case, for the military apparatus designed by the Crown in 

Hispanic America had, for the most part, defensive purposes. Nevertheless, the Armada 
93 The main protection was provided by the Indies’ Fleet and the Armada del Mar Oceano in the Atlantic. 
These naval fleets were financed with fiscal resources from Castile.
94 Bibiano Torres Ramírez, La armada de Barlovento (Sevilla: Escuela de Estudios Hispanoamericanos, 
1981).
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de Barlovento was perhaps the Monarchy’s more sounding failure, as it was unable to 

reverse the capture of Jamaica by the English (1655), the Dutch’s permanent settlement 

in San Martin, and the French invasion of western Hispaniola. Instead, it became a vector 

to promote private commercial interests across the Caribbean until its dismissal in the 

XVIIIth century.

In this zone of the Empire, militias complemented the regular troops paid by the 

Crown.95 The militiamen operated mainly in the Audiencia de Guatemala district and 

the Yucatan province in New Spain. The governors residing in these spaces coordinated 

the militias, at least nominally, for the Ayuntamientos organized them. Thus, the cap-

tains of each company had almost absolute control over the organization of their troops. 

The Crown did not provide any funds to organize these units. Their participation in de-

fense of the territories was not mere anecdote: militias usually reinforced regular troops’ 

military operations, mostly when there were combats against foreign European powers. 

Some main ports of the Hispanic Empire in the Caribbean, such as Campeche and Trujillo 

(Honduras), relied entirely on militia units.96 In Santa María de la Victoria (Tabasco), the 

port was furnished with a fort and some artillery pieces but had no permanent garrison. 

Instead, the artillery was operated by militia units whenever they spotted a foreign ship 

on the sea.

95 In: “Map 3.3. The Hispanic American Defensive System, c.a. 1650” on page 173, we have marked the 
militias with blue pointers.
96 In 1644, Juan Díez de la Calle remarked about Campeche: “Este puerto es el más principal y importante 
que tiene la Provincia [de Yucatán], y por esto, y ser la llave de ella, el enemigo les ha infestado y acometido 
muchas veces, y sus vecinos y naturales se lo han defendido, siempre con notable valor, y reputación de las 
Armas Católicas.” BNE, Raros, 3080, f. 85 back. About the militias in the district of Guatemala, the same 
author commented: “Estas plazas las sirven ad-honorem, sin salario, con mucho lucimiento y disciplina 
militar, teniéndolas prontas para las ocasiones que se ofrecen, por infestar el holandés las costas de esta 
provincia [de Guatemala], en particular por las de Honduras.” Ibid, f. 120 front.

Military Institution Frequency Posts Annual Salary*
Shipyard 1 5 3,227.65
Naval Fleet 1 19 15,164.34
Fort/Garrison 17 3,426 487,095.21
Militia 18 5,901
Total 37 9,351 505,487.20
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-
1634; Biblioteca Nacional de España, Raros, 3080;  Biblioteca Nacional 
de España, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis

Table 3.6. Ordinary Military Expenses in Central America and the Caribbean. c.a. 
1650
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The provinces in which the militia units were pivotal for the defense of the territory 

possessed landed aristocracy and dense Indian population. Nevertheless, they had neither 

precious metals nor massive markets fully integrated into the global sphere. They were 

also regions where the power of the encomenderos had not diminished, despite the appli-

cation of the Leyes Nuevas. For the Crown, these areas constituted a liability, for it had 

to provide them with public goods, such as justice and defense, but the fiscal resources 

to finance them were scarce. To solve the conundrum, the Crown conceded an enormous 

degree of autonomy to the local elites. The government left the Repartimientos virtually 

untouched, whereas, in other zones of the Empire within the continent, it had already 

transferred them to the royal dominion. In exchange, these elites participated actively in 

the territories’ defense, both against foreign and internal enemies.

Map 3.3.b displays the disposition of the military institutions in the Caribbean and 

Central America. They protected a complex area spanning about 7.16 million square ki-

lometers. The southern Caribbean presidios commenced in Margarita Island and spanned 

until the Chagres River. They secured South America’s coast from the internment of En-

glish, French and Dutch privateers that occupied the Atlantic since the XVIth century.97 

Their main objective was to prevent permanent settlements of competing European pow-

ers in the mainland and block any crossings to the Pacific Ocean via the Panama strait. 

The fort built during the 1620s in Araya had the directive of stopping the Dutch from 

taking the precious salt deposits located on the headland. The Real Hacienda reported 

having paid as much as 224,000 pesos to construct Santiago castle in the headland.98 To 

protect this strategic space, the Real Hacienda financed a full company’s wages with 200 

infantrymen, the sergeant major in charge of the fort, and the captain that managed the 

military operations. Maintaining this troop signified a yearly expense of 22,357 pesos.

The forts in the Caribbean provided security to the Indies’ Fleet that arrived each 

year to the continent and transported many of the merchandise demanded by the settlers. 

Parting from Seville, the second continental stop of the fleet was at Cartagena.99 Precisely 

due to its strategic position and its roadstead’s quality, the galleons stopped there before 

continuing the navigation to Central America. It became the second most important mil-

itary bastion of the Hispanic Empire in the continent, behind Callao in Peru, and a high 

97 For an assessment of the construction and development of the defensive system in the Southern Carib-
bean: Sebastián Amaya Palacios, “Adecuación militar de Tierra Firme: el caso de Santa Marta,” Temas 
Americanistas, no. 41 (December, 2018): 209-232.
98 BNE, Raros, 3080, f. 27 back.
99 The fleet stopped firstly at Puerto Rico to recharge water and provisions.
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commercial and administrative value.100 During Cartagena’s heyday in the middle of the 

XVIIth century, a full-wall and three forts defended the port. It possessed firepower of 150 

artillery pieces combined. An infantry company of 200 infantrymen was permanently 

located on the island closing the roadstead, where the Crown had built the San Luis de 

Bocachica. Santa Cruz de la Punta fort in Bocagrande had 50 infantrymen. San Matias 

castle, at the other side of the port’s mouth, had a garrison with three infantry companies 

composed of 350 soldiers. In case of necessity, ten militia companies, composed of 100 

men each, could reinforce the regular troops. They were composed of the neighbors of the 

port and from other populations of the province. Finally, in Cartagena resided the head 

military engineer in charge of designing and remodeling the Caribbean and the Pacific 

forts.101 This concentration of forces had a minimum yearly cost of 89,998 pesos.

To the west of the Darien gulf, Philip II had built four presidios located within the 

Panama district. Antonelli had designed them specifically to deter any foreigner from 

crossing to the Pacific. They also protected the trade route that crossed the strait and 

connected Peru with Castile. The main bastion in the Panama district was Portobelo. 

The Castilian and the Peruvian merchants held a commercial fair there. Precisely, this 

port was the third stop of the Indies fleet in the continent. Two forts were built during 

the last years of the XVIth century to protect the port. Image 3.3 shows the plans realized 

for the construction of San Felipe de Sotomayor castle in Portobelo, at the beginning of 

the XVIIth century. It housed 12 gunners and 106 infantrymen. The castle of Santiago 

del Príncipe was the main bastion, as it housed 200 infantrymen and a company with 30 

gunners.102 Both forts had a priest to tend to the soldier’s spiritual needs paid by the king. 

During the epoch of the commercial fair, troops coming from Panama City reinforced the 

security. The Real Hacienda paid 69,123 pesos each year to maintain the garrison of 354 

100 José Manuel Serrano Álvarez, “Gasto militar y situados en Cartagena de Indias, 1645-1699,” in Cartage-
na de Indias en el siglo XVII, Eds. Adolfo Meisel Roca and Haroldo Calvo Stevenson (Cartagena de Indias: 
Banco de la República, 2007): 273.
101 Perhaps the most important of the military engineers to held the position was the Italian Battista Anton-
elli, who designed the city walls of Cartagena, the fort of San Pedro in Santiago de Cuba (whose excellent 
disposition made futile any further modifications during the XVIIIth century) and the San Lorenzo castle 
overseeing the Chagres River. María Concepción Porras Gil, “Battista Antonelli. Las defensas de Cartagena 
de Indias,” Cuadernos del Instituto Italiano Ibero Americano, no. 26 (2005): 483-511.
102 The trace of the principal tower, realized by the military engineer Juan Bautista Antonelli, was contest-
ed by the governor of the Castle, Hernando del Yermo Agüero, who argued the measures were incorrect 
and the tower had not been constructed. In 1600, the governor provided the Council with the information 
necessary -and the plan shown - to compel the engineer to correct the errors of the original plans. The plan 
was presented in the document to prove the errors commit by Antonelli in the original plan. AGI, Patronato 
Real, 256, N. 2, G. 3, R. 1, E. 6, f. 2 front. The plan is conserved at: AGI, Mapas y Planos, Panamá, Santa 
Fe y Quito, 16, 04/03/1600.
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soldiers stationed permanently in this strategic position.

On the southern side of the strait, the fort in Panama city overlooked the Pacific 

ocean. The government had furnished it with a battery 12 cannons strong operated by 

an artillery corps. Two infantry companies composed of 300 soldiers populated the fort. 

Furthermore, the king provided a cavalry sergeant major position, something relatively 

uncommon for the epoch in Hispanic America. The latter was in charge of two compa-

nies of mounted troops financed by the settlers. Perhaps more importantly, the fortress in 

Panama held a massive armory. The major armorer oversaw the flow of swords, muskets, 

and cannons imported from Europe to the New World. In total, the Real Hacienda spent 

48,720 pesos each year to sustain the 324 military posts in Panama city.

Contrary to what happened in the Arauco region, the Real Hacienda possessed sub-

stantial fiscal income in Central America and the Caribbean. The revenue proceeded 

mainly from commercial taxes and monopolies. Nevertheless, the burden of the defensive 

system installed in these zones was overwhelming, especially for local treasury offices 

established within provinces that had neither silver mines nor significant indigenous pop-

Image 3.3. Plan of the San Felipe Castle in Portobelo, 1600

AGI, Mapas y Planos, Panamá, Santa Fe y Quito, 16, 04/03/1600.
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ulations: just the military’s wages had escalated to a yearly cost of half a million pesos by 

1650. Local resources rapidly proved to be inadequate. The Real Hacienda established a 

financial operation to transfer resources from Peru and New Spain to fill the gaps opened 

in the budgets of the Cajas Reales of the zone.103

In 1609, the expenses conducted by the Caja Real in Panama amounted to 180,491.88 

pesos.104 Of them, 82,017.49 pesos, 45.45% of the total, were channeled to the military. 

They constituted the single most important fiscal category of the expenses, well above the 

payments realized to the governmental institutions (29,877.61 pesos), the public works 

(23,815.46 pesos), the reimbursements (22,566.45 pesos), and the administrative expens-

es (22,214.86 pesos). Among the military expenses, the salaries were the essential branch: 

63,482.04 pesos, 35.17% of the total expenses, were used to pay the wages of the military 

that defended the forts in the district of the Audiencia de Panamá.105 The Real Hacienda 

also spent 6,914.17 pesos in maize, rice, beans, dry fish, lard, and salted beef to feed the 

soldiers.106 The equipment needed for the South Sea Fleet to operate, such as iron nails 

and tackle, acquired from the merchants at the Portobelo fair, consumed other 5,826 pe-

sos. The oficiales reales spent 3,932.88 pesos fitting the artillery in the fortresses with 

carriages for the barrels and enough cannonballs.107 Other 1,585.25 pesos paid the mili-

tary equipment’s transportation fees shipped between Portobelo, Panama, and the other 

103 Fiscal transferences from New Spain to the Caribbean during the XVIIth century have been throughly 
analyzed in: Rafal Reichert, Sobre las olas de un mar plateado. La política defensiva española y el financia-
miento militar novohispano en la región del Gran Caribe, 1598-1700 (México, D.F.: Universidad Nacional 
Autónoma de México, 2013). This transfer system was still in place during the XVIIIth century and it has 
received attention from the specialized historiography. See the essays compiled in: Carlos Marichal Salinas 
and Johanna Von Grafenstein, Coords, El secreto del imperio español: los situados coloniales en el siglo 
XVIII (México, D.F.: El Colegio de México, Instituto de Investigaciones Dr. José María Luis Mora, 2012).
104 AGI, Contaduría, Papeles de las Cajas Reales del Nuevo Reino de Granada, 1474, f. 732 front - 1270 
back.
105 The payrolls in Panama include the soldiers serving in the forts, as well as the wages paid to the slaves 
that provided services in the forts. For instance: “2,504 pesos de a nueve, 3 reales, que se dieron e pagaron 
a los oficiales y soldados del castillo San Felipe de la ciudad de Portobelo por su socorro ordinario desde 29 
de agosto de este año de 1609 hasta fin de diciembre de la razón de 3 reales cada día, y a los negros a real 
y medio.” Ibid., f. 1091 front. Sadly, the sources do not specify if the Crown was the owner of the slaves 
working in the San Felipe castle, and why they were entitled to receive half a soldier’s wage.
106 For instance: “Páguense a Diego Serrano 42 pesos 1 real de a nueve, que los hubo de haber por 15 arro-
bas de carne de vaca salada en tasajos a 6 reales cada arroba y una fanega de frijoles en 7 pesos con los 
costales, y dos botijas Peruleras de manteca a 9 pesos y 4 libras de cera labrada a 2 patacones, que del tomó 
y recibió el factor Juan de Ibarra para remitir a la Boca del Río de Chagres para el sustento de la gente de 
guerra de ella. Como parece por su recibo que a los dichos precios monta lo dicho, y los 12 pesos restantes 
que pagaron al dueño de la recua, por su transporte.” Ibid., f. 893 front.
107 “Páguense 547 pesos a Juan Muñoz y [a] Pedro Cano, carpinteros... de resto de 567 pesos que monto la 
hechura de 7 cureñas con sus ruedas y ejes a 80 pesos corrientes cada una, y un eje más en 7 pesos, que todo 
monto lo dicho... para el Castillo de Santiago. [Las cureñas van] en blanco, para echar el herraje. Pagado, 
por certificación del castellano Pedro Meléndez.” Ibid., f. 1226 front.
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fortresses of the district. Finally, the Real Hacienda spent 277.13 pesos to repair the roof 

of the Santiago del Príncipe castle. It seems that the year 1609 was not precisely crucial 

for the construction of the fortresses in the district.

The Real Hacienda possessed local revenue for 89,297.01 pesos to cover these ex-

penses in the Caja Real in Panama. 57.452.09 pesos, 64.34% of the total, proceeded 

from trade taxes, mostly alcabala payments. 25,567.72 pesos entered the treasury office 

collected from various extraordinary sources, the sale of offices being the most import-

ant among them. The rest were some revenue collected from fiscal transferences of the 

Church (2,814.01 pesos), royal monopolies (2,814.01 pesos), mining taxes (1,480.88 pe-

sos) and tributo (582 pesos). The data shows that the burden of defending this vital cross-

road of the Empire created a deficit of 91,194.87 pesos in the Panama treasury office. To 

cover the inadequacy of the local resources, the Real Hacienda in Panama took a share 

from the bullion and monies sent from Peru. The treasury office administered these assets 

after they had arrived with the galleons of the South Sea Fleet. Thus, the Crown financed 

the military expenses in Panama with fiscal resources from Peru.

The northern Caribbean presidios had the main objective of protecting the most an-

cient Hispanic settlements in the Greater Antilles, such as Santo Domingo, Puerto Rico, 

and Santiago de Cuba. The defenses also had the intention to prevent any navigation 

coming from the North Atlantic, as this was the most common point of access of the pri-

vateers coming from England, France, and the Netherlands, to the area dominated by the 

Hispanic Empire in the New World. The most critical position of the defensive system 

in the northern Caribbean was the port of Havana. There, the Indies’ fleet reassembled 

with the galleons that had previously detached from the main fleet to make their way to 

Veracruz. The excellent bay in the provincial capital, allowed the ships to replenish before 

returning to the Peninsula. By the middle of the XVIIth century, the Crown had already 

built two forts to protect the mouth of the bay: to the south, the fort of San Salvador de la 

Punta, and to the north, Los Tres Reyes del Morro. Another fort, the Real Fuerza de San 

Cristóbal, protected the port itself.

Perhaps the most prominent feature of the port in Cuba’s capital is El Morro cas-

tle, which dominates the harbor’s mouth due to its height and lighthouse.108 The Crown 

commenced building the fortress during the 1580s. At the beginning of the XVIIth cen-

tury, Antonelli modernized its disposition. In 1612, the governor of Cuba, Gaspar Ruiz 

108 The lighthouse was raised during the XVIIIth century.
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de Perea, esteemed that the Crown had already spent more than 689,338.24 pesos in its 

construction.109 However, another 206,801.47 pesos were already needed to finish it, and 

there were not enough resources in Cuba to pay for it.110 Image 3.4 shows the plan sent to 

the Council to detail the fort’s parts still pending to construct.111 The Council ordered to 

continue building the fort and directed the viceroy of New Spain to send to Havana the 

resources needed to finish the fortification. By 1650, two companies of 200 soldiers with 

their officers, alcaide, lieutenant, and overseer for the fortifications composed the castle’s 

garrison. The fortress had two small barges that crossed the bay to transport the soldiers 

and the equipment. The three fortresses protecting the bay had combined firepower of 

109 cannons served by 469 soldiers, officers included. The yearly cost of their wages 

amounted to 66,022 pesos.

109 AGI, Gobierno, Audiencia de Santo Domingo, 100, R. 3, N. 156, f. 1 front.
110 Ibid., f. 9 front.
111 AGI, Mapas y Planos, Santo Domingo, 27, 24/12/1612.

Image 3.4. Plan of El Morro Castle in Havana, 1612

AGI, Mapas y Planos, Santo Domingo, 27, 24/12/1612.
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In Havana resided a good portion of the Hispanic American military industry. A ship-

yard that had often repaired the ships serving in the Indies’ Fleet achieved full capability 

by the first third of the century, as it manufactured galleons and smaller boats necessary 

to provide the Armada de Barlovento, the Armada de Indias, and other private actors. The 

Caja Real at the port paid for its five main posts, including the master shipwright, adju-

tant, and the superintendent. The wages amounted to 3,228 pesos yearly. The figure does 

not include the cost of the raw materials and the labor used by the shipwrights. The port 

also housed a military foundry that exported copper ingots to Castile, an essential con-

sumable to forge bronze artillery pieces and produce coins. The treasury office in Mexico 

transferred considerable sums each year to pay for the wages and the materials needed for 

the foundry to operate.112

Between January of 1612 and October of 1613, Havana’s treasury office reported 

expenses for a total 140,191.14 pesos.113 The military expenses in  Cuba accounted for 

120,612.63 pesos, 86.03% of the total. This treasury office also devoted 7,179.08 pesos 

to pay for public works. The Real Hacienda spent 4,429.63 pesos in the administration. 

Finally, the treasury office reimbursed 3,995 pesos and paid 3,974.38 pesos to the isle’s 

governmental system. The dominance of the military expenses in the Cuban royal exche-

quer is beyond doubt, as the figures already presented testify. Among this fiscal category, 

the main expense, 62,241.5 pesos, an outstanding 44.39% of the total, was composed 

by the wages of the soldiers that served in the three forts of Havana and in some detach-

ments that patrolled the interior of the isle. The payroll included an infantry company that 

transported copper from the production zones in Cuba’s eastern zones. The wages of the 

90 soldiers serving in the Castle of San Pedro de la Roca in Santiago were dispatched 

directly from Veracruz, for the Caja Real in Havana did not manage them.

The military supplies in Havana amounted to 32,331.7 pesos. This number included 

the payments of the garments needed to dress the soldiers and the slaves of the Crown 

working at San Salvador de la Punta and El Morro forts.114 The branch includes the pay-

ments realized to diverse merchants that provided yucca bread (casabe), lard, salted pork, 

wine, and even some turtles.115 However, most of the payments realized by the Caja Real 
112 The yearly transferences to pay for the artillery foundry in Havana amounted some 30,000 pesos de ocho. 
BNE, Raros, 3080, f. 17 front. These were transferred directly from Veracruz and were not managed by the 
royal officers in Havana.
113 AGI, Contaduría, Papeles de las Cajas Reales de la Isla de Cuba, 1105, f. 7 front - f. 41 front.
114 “Páguense 57,469 reales a Francisco de Vergara y Hernando Suárez por otros tantos que dieron de ropa 
de sus tiendas a los soldados de los castillos Morro y Punta” Ibid., f. 6 front.
115 “Páguense 1,971 reales a Toribio Gutiérrez por el valor de 86 tortugas, las 76 hembras y los 10 machos 
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de la Habana categorized under the military supplies are related to the acquisition of ship 

biscuit (hardtack). The invoices for 1609 show that the Crown bought some 118.74 met-

ric tonnes of ship biscuit just in that year. The cost was 22,299.38 pesos. This commerce 

mobilized wheat producers in the Puebla province of New Spain that provided the flour. 

The biscuit bought in Cuba provided the galleons of the Indies’ Fleet that would return to 

Castile and the soldiers serving at the forts in Havana.116

The expenses to build and maintain the fortifications of the port consumed 22,941.8 

pesos. This branch included the construction materials used in the forts. During the year 

1609, the Real Hacienda paid the construction of the barracks at El Morro fort. Accord-

ingly, the Caja Real financed the wood, nails, and stone needed there. A significant pro-

portion of the resources channeled to the construction sites was consumed by paying 

the masons, carpenters, and overseers’ wages. The military expenses in Cuba included 

3,097.63 pesos used to repair a caravel that had been damaged during the trip across the 

Atlantic with the Indies’ Fleet. The royal officers acquired sail canvas, wood, caulk, iron 

nails, and cleats with funds of the Caja. The treasury office also provided the wages of 

the port workers that repaired the boats The Real Hacienda provided generous rations of 

wine to the woodworkers laboring in the repairs.

To face these expenses, the treasury office had collected 71,031 pesos, proceeding 

from strictly local sources. The principal category of the revenue was the extraordinary 

income (34,873.94 pesos). The main tax branch was the mid-term loans contracted with 

the local elites (12,981.38 pesos).117 The other sources of extraordinary income were the 

sales of public offices (8,671.81 pesos) and the sales of some goods through public auction 

(6,795.38 pesos). Many of the public auctions in Havana were related to the provision of 

goods manufactured in the royal foundry, which included various iron implements, weap-

ons, bought by settlers, and even some powder.118 Some deposits and transferences from 

the justice system completed the rest of the fiscal category. The second fiscal category 

of the revenue in Cuba were commercial taxes. The Crown collected 31,693.63 pesos, 

coming from the almojarifazgo (21,815 pesos) paid in the port by merchandise that had 

a razón de las hembras de a 23 reales cada una y los machos a 20.” Ibid., f. 12 back.
116 Ibid., f. 14 front - f. 15 back, f. 31, f. 39 front.
117 “Cargo de los maravedís que se han cobrado y metido en la Real Caja de los dueños de ingenios del 
préstamo que se hizo de los 40,000 ducados” Ibid., f. 29 front.
118 “Cargo de 965 reales que metió el dicho tesorero Lupercio de Espés, con intervención del dicho contador 
Juan de Eguiluz, por tantos que por libranza de dicho día mes y año se sacaron... por el valor de 50 picos, 
12 palanquetas que Juan de Vega, mayordomo de la artillería, había entregado a Toribio de Orea...” Ibid., 
f. 10 front.
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entered in the galleons in the Canary Islands, where the Indies’ Fleet stopped to furnish 

before crossing the Atlantic.119 The licenses to introduce slaves in Cuba also provided 

some revenue (9,878.6 pesos). Finally, the Caja Real received 4,463.5 pesos by selling 

Crusade Bulls.

Discounting the local income from the expenses directly, the deficit for the Crown 

in Havana was 69,160.08. However, the Caja Real also possessed a remnant of 33,511.1 

pesos that the oficiales reales had not spent during the preceding year. Hence, the gap for 

the period amounted to just 35,649.04 pesos. To cover for it, Veracruz’s treasury office 

transferred 68,163.75 pesos. After paying the deficit, the officers kept the 32,514.71 pesos 

within the treasury office to pay for the next year’s expenses.120 The funds to finance the 

presidios on the continental coast of the Caribbean transferred from Lima through the 

Panama and Cartagena treasury offices. The northern forts in the Antilles were financed 

by the treasury office in Mexico City, through the Caja Real in Veracruz. The amount of 

these expenses directly affected the quantity, and quality, of the public funds available 

within the New Spain to transfer to Castile via the Indies’ Fleet.

3.3.1.3 New Spain and the Philippines

The government located the military defenses of New Spain in three key areas: the ports, 

the northern frontier, the Caribbean (in the Yucatan Peninsula). However, the bulk of the 

military defenses were in the Philippines. Table 3.7 presents a breakdown of the military 

salaries for the viceroyalty. Twenty-nine institutional frameworks organized the defense 

of the zone. The ordinary cost of the military financed directly by the Real Hacienda in 

the viceroyalty was 705,578.99 pesos. Apart from financing the defenses situated in the 

mainland and the Greater Antilles through the situados, the viceroyalty of New Spain 

was responsible for marshaling a significant proportion of the resources necessary to pay 

for the military defense of the Empire in the Philippines.121 The Real Hacienda in Mexico 

City transferred directly to the Caja Real in Manila fiscal funds destined to pay for the 

119 The main consumption good coming to Havana from the Canary Islands was -without a doubt- wine. 
“Vicente Pérez, maestre del navío nombrado La Encarnación, que vino de islas [Canarias] y entró en este 
puerto en 29 de agosto de 1611 años, pagó 3,276 reales.” Ibid., f. 18 front.
120 The accounts of the Caja Real de La Habana reveal the problem of cash-flow in the operation of the 
provincial treasuries and the complications of maintaining too much stock to face extraordinary expenses 
that might befall unexpectedly in zones that managed key functions for the Empire.
121 Josep M. Fradera, Filipinas, la colonia más peculiar. La hacienda pública en la definición de la política 
colonial. 1762-1868 (Madrid: Consejo Superior de Investigaciones Científicas, 1999), 54-59.
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archipelago’s military defense. The northern viceroyalty also contributed to the defense in 

Asia, sending soldiers through the port of Acapulco. The treasury offices in the mainland 

advanced the volunteers’ wages that enlisted to serve in Asia.122

Map 3.3.c displays the third defensive zone: the Philippines. The Hispanic Empire 

allocated in Asia a military force that superseded in size, that which operated in New 

Spain’s mainland. The dimensions of the military in the Philippines were remarked by the 

city of Manila in 1638, when it described the Philippine archipelago in Asia as the equal 

to Flanders in Europe:

Which state does Your Majesty have [in Europe] that costs as much as Flanders? 
The same reasons verified for the latter explain what happens in the Philippines. 
That is, being costly, difficult to conserve, for it consumes so much silver and that 
they are both separated from the other states of the Monarchy. However, if they were 
lost, it would wind up in the loss of many of the states of this Crown, that today they 
are sustained just by defending Flanders, though with such a costly war. Thus, if the 
Philippines have the same quality, on their conservation depends the two Indies, or 
at least being less exposed to the notorious risks they would face if this Flanders of 
the New World would be lost.123

By 1650 there were at least 13 presidios built around an archipelago spanning over 

one million square kilometers. Although the number of fortified positions might not seem 

122 Between 1629 and 1661, the Caja Real in San Luis Potosí paid the wages of 20 voluntary military com-
panies that embarked in Acapulco to cross the Pacific and serve in the Philippines. AGI, Contaduría, Cajas 
Reales de la Nueva España, 922, f. 299 front & back; f. 352 back; 355 front, f. 788 front. AGI, Contadu-
ría, Cajas Reales de la Nueva España, 923-A, f. 111 front. The captains of these companies received the 
nomination of the viceroys in Mexico city to enlist voluntaries among the population of New Spain, which 
resulted in the composition of a rather heterogeneous military force.
123 BNE, Manuscritos, 8990, f. 147 front & back [Emphasis added].

Military Institution Frequency Posts Annual Salary*
Shipyard 1 98 7,360.00
Naval Fleet 2 1,081 212,029.46
Fort/Garrison 22 4,601 486,189.53
Sub-total 25 5,780 705,578.99
Militia 4 1,141
Total 29 6,921 705,578.99
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-
1634; Biblioteca Nacional de Madrid, Raros, 3080;  Biblioteca Nacional 
de Madrid, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis

Table 3.7. Ordinary Military Expenses in the Viceroyalty of New Spain. c.a. 1650
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as imposing as the highly concentrated fort system in Chile, each of the strongholds in 

Asia held many forces. The forts’ function was to provide security for the settlers, either 

Castilian, Portuguese, Kapampangans, or Tagalogs, from a local population usually hos-

tile to the colonizers. In the Philippines’ southern and western parts, the Empire saw fierce 

naval competition with the Islamic Sulu sultanate situated in West Borneo, Palawan, the 

Visayas, and Mindanao. Other independent Islamic kingdoms in the Celebes and Maluku 

defended themselves from the European internment. These were the famous Moor Pirates 

that the Spanish sources often mention. The Dutch VOC124 also operated there and fre-

quently attacked the settlements of the Hispanic Empire in Asia. Moreover, the Spanish 

and Portuguese battled frequently with Siam’s kingdom, which wanted to prevent the 

expansion of the European potencies in the China sea.125

The troops deployed in the Philippines’ presidios would have been utterly worthless 

without a naval fleet that transported fresh soldiers, provided provisions, communication, 

and protection in the archipelago. By the middle of the XVIIth century, nine ships: five 

galleons, three galleys, and one patache composed the Philippines’ Fleet (Armada Real 

de la Guarda de Filipinas).126 The government provided each boat with its captain, a pilot, 

a petty officer, a boatswain, a surgeon, a diver, a caulker, and a notary. The fleet employed 

some 513 sailors, 90 volunteer seamen, 27 cabin boys, and an undisclosed number of 

galley slaves. The total military positions provided within the Philippines fleet amounts 

751, and the wages had a yearly cost of 130,839 pesos.

The Manila Fleet (Armada Real de la Carrera de Nueva España) and commonly 

known as the Galeón de Manila,127 was nominally based in the Philippines, though the 

Real Hacienda funded it from Acapulco.128 Four galleons, 114 sailors, and 200 soldiers 

124 VOC stands for Vereenigde Oostindische Compagnie. In English it is normally referred to as the Dutch 
East India Company.
125 Patricio N. Abinales and Donna J. Amoroso, State and Society in the Philippines (New York, NY: Row-
man and Littlefield Publishers, 2005): 68-70. [I would like to thank Ros Costelo for her advise on the 
history of the Philippines].
126 BNE, Raros, 3080, f. 157 front & back.
127 The Manila Galleon has been well explored by the literature. Since the founding works by Schurz, to 
the ample contemporary bibliography. William Lytle Schurz, The Manila Galleon (New York, NY: Dutton, 
1939). For a detailed history of the navigation and the commerce between Manila and Acapulco: María del 
Carmen Yuste López, El comercio de la Nueva España con Filipinas, 1590-1785 (México, D.F.: Instituto 
Nacional de Antropología e Historia, 1984). Also: José Luis Gasch Tomás, The Atlantic World and the Ma-
nila Galleons. Circulation, Market, and Consumption of Asian Goods in the Spanish Empire, 1565-1650 
(Leiden: Brill, 2018).
128 In “Map 3.3. The Hispanic American Defensive System, c.a. 1650” on page 173, the Manila galleon 
can be found in the Pacific Ocean, near Acapulco. We decided to put the representation there to distinguish 
it clearly from the Philippines fleet and avoid confusion.
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composed it. A total of 330 military offices belonged to the Manila Fleet, and they signi-

fied a yearly expense of 81,191 pesos. The Crown installed a shipyard in Lampon, near 

Bay lagoon. That port’s characteristics were the most appropriated to build the enormous 

galleons necessary to sustain Asia and America’s route. The Real Hacienda paid there 

the headmaster shipwright, four coopers, and 86 laborers, with a soldier salary. The ship-

yard’s wages had an ordinary yearly cost of 7,360 pesos, which did not include the mate-

rials’ cost to construct and repair the ships.

Cavite, near Manila, was the port that served as the base for both fleets. The bay there 

was deep enough to receive ships with a large draft. The general of the armada resided 

there, and the bureaucrats charged with the logistics of the operation. Image 3.5 shows the 

plans for constructing of the fort of San Felipe to guard the port realized by the engineer 

Ricardo Carr. The attacks suffered in the port during 1647 showed the inadequacy of the 

defenses installed there. The governor had committed a high quantity of resources from 

the Real Hacienda to protect such a strategic point.129 By 1650, a Spanish infantry compa-
129 “Por el testimonio de la cédula de Vuestra Majestad de 11 de julio de 1654, que está por cabeza de dichos 
informes para que Don Diego Fajardo antecesor que fue en el gobierno de las Filipinas de Don Saviniano 
de Manrique, escribe que el puerto de Cavite donde dan fondo todos los bajeles de Vuestra Majestad y se 
aderezan y componen, necesita de fortificarse para en cualquier acontecimiento porque la defensa que tenia 
de una forcezuela pequeña y viejísima, no sirve ya por estar tan adentro de la punta, que viene a ser una casa 

Image 3.5. Plan of the port of Cavite, 1663

AGI, Mapas y Planos, Flipinas, 8, 02/11/1663.
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ny with 87 soldiers, and another with 102 Kapampangans guarded the castle of San Felipe 

de Cavite. A total of 15 officers commanded them. Eight artillerymen and the governor of 

the fort130 were also in the payroll. The total 213 military wages paid by the Caja Real in 

Manila had a yearly cost of 15,952 pesos.

The core of the Hispanic Empire in Asia was Manila. The walled city’s main garrison, 

known as Intramuros, had 339 Spanish infantrymen and 262 Kapampangan infantrymen, 

a cavalry company 30 strong, and an artillery corps with 39 men, plus all the officers. The 

Santiago fort had an infantry company composed of 12 Spanish and 13 Kapampangan 

soldiers. Furthermore, the infantry defending the other main fort of the city -San Gabriel- 

was paid by the Sangleys of the city,131 while the governor had a personal guard of 12 hal-

berdiers paid by the encomenderos. Given its isolation from other overseas possessions 

of the Monarchy, the Crown designed the defenses in the Philippines’ capital so that they 

could function without expecting any assistance in the short time from any other parts of 

the Empire. Thus, Manila housed an arsenal and a military foundry. The Real Hacienda 

paid a master explosives technician in charge of producing and storing copious amounts 

of gunpowder in the magazine,132 a master blacksmith overseeing the forge of the archi-

pelago’s weapons, and also a master foundryman in charge of producing cannons.133 By 

1650, the king paid 806 military offices within Manila, with a yearly cost of 66,633 pesos.

Manila’s military did not constitute the most significant concentration of forces of 

the Hispanic Empire outside Europe by the mid-XVIIth century. That distinction belonged 

to the presidio in Ternate. The small volcanic island, a key production center of clove, 

had been previously held by the Portuguese, who had lost it to the local sultans by the 

end of the XVIth century. A special force, entirely financed by the Caja Real in Mexico 

particular, como se experimentó cuando fue el holandés en el año de 1647 a cañonearla, y que fue fuerza 
que se hiciesen plataformas en la marina y en la mar sobre balsas para defenderlo, y que pusiera luego por 
obra el fortificarlo...” AGI, Gobierno, Audiencia de México, 39, n. 7, f. 1 front & back.
130 The governor of the Castle of San Felipe possessed the aggregated titles of “Cabo de Guerra y Justicia 
Mayor of Cavite.” BNE, Raros, 3080, f. 157 front.
131 The sangleyes were the Chinese inhabitants of the Philippines, most of them involved in commercial 
activities between Manila and the Guangzhou region in China (which included the Portuguese commercial 
entrepôt in Macau). Lorena Álvarez, “Los límites del Imperio Hispánico en la confluencia de fronteras del 
Mar del Sur,” in Las fronteras del mundo atlántico, Eds. Emir Reitano and Susana Truchuelo (La Plata: 
Universidad Nacional de La Plata, 2017), 118-120.
132 The sources refer to this position as polvorista. An overseer for the magazin was also in the payroll. 
BNE, Raros, 3080, f. 156  back.
133 The quality and low price of the cannons produced in Manila was well known by the Council in Madrid. 
When the plans for the creation of the Armada de Barlovento was being discussed at the Council, the secre-
tary Palafox noted how the costs of the galleons could be abated if their cannons were commissioned to the 
royal foundry at Manila. AGI, Gobierno, Indiferente General, 2536, 07/31/1635, f. 1 back.
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city and composed by 850 soldiers, was dispatched from New Spain in 1604 to reinforce 

the efforts realized by the governor of the Philippines, Pedro de Acuña, to conquer the 

Maluku.134 Image 3.6 displays the fort’s plan that was constructed in 1604 to reinforce 

the defenses of the Island, as the original fortress constructed by the Portuguese provided 

little defense if attacked with artillery.135 The governor immediately started constructing 

134 AGI, Gobierno, Indiferente General, 868, 12/17/1603.
135 “La fortaleza que Vuestra Majestad tenía en este lugar es una casa de muralla [sin] resistencia ninguna 
a la artillería, y con un gran padrastro a la puerta del volcán, de suerte que no servía al enemigo de más, 
de casa en vivía [...] defensa fue en una muralla que tenia a la entrada del lugar con dos[...] redondos y lo 
mismo tenía a la otra parte y como el lugar esta tendido por la marina debe de haber de mas de 2,000 pasos 
de ella una muralla a la otra...” AGI, Patronato Real, 47, R. 19. M. Lobato identifies the fort constructed by 
Acuña as the actual fort of San Pedro y San Pablo between Kastela and Fort Oranje and near the Lagoon 
in Ternate. “As noted above, this fort, in the vicinity of Lake Laguna (”laguna” is Spanish for “lake”), is 
located midway between Kastela and the Dutch fort of Orange (Melayu), and hence a reason to be consid-
ered “the frontier of Melayu”. Also known as fort Don Gil (Donjil) or Kota Janjim it is a small fort with 
three bulwarks for four to six cannons...” Manuel Lobato, “From European-Asian Conflict to Cultural 
Heritage: Identification of Portuguese and Spanish Forts on Ternate and Tidore Islands,” in Portuguese 
and Luso-Asian Legacies in Southeast Asia, 1511-2011. Volume 2. Culture and Identity in the Luso-Asian 
World: Tenacity and Plasticity, Ed. Laura Jarnagin Pang (Singapore: Institute of Southeast Asian Studies, 
2012), 186.

Image 3.6. Plan of the Fortress of Ternate in Maluku, 1606

AGI, Mapas y Planos, Flipinas, 7, 05/02/1606.
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the new fort with the help of 100 masons that had been transported there from Manila. In 

Maluku, the Real Hacienda paid for 760 Spanish, 180 Kapampangan, and 20 Merdik136 

infantry soldiers. At least 51 Spanish and other 18 Kapampangan officers appear in the 

payroll. The fortress was complemented with 34 gunners to operate the heavy artillery, 

the sergeant major in charge of the military operations in Maluku, the military governor 

responsible for justice and government, and a public notary.137

The Real Hacienda had a treasury office in Ternate to pay the soldiers’ wages and oth-

er expenses. A fully-operational hospital operated in Maluku, with the surgeon also paid 

by the government. A master military engineer commanded a mason, two carpenters, and 

a blacksmith, who took care of the garrison’s buildings. The armory’s size made it nec-

essary to pay for a special notary to manage the inventory. Finally, the king paid a master 

caulker’s wage to take care of the galleons that provided the necessary communication 

between the fortress in Maluku and Manila. The 1,080 military positions financed by the 

Real Hacienda in Ternate had a yearly cost of 143,535 pesos. Some sources report that by 

the middle of the XVIIth century, the Caja Real in Manila transferred up to 218,000 pesos 

each year to Maluku to pay for both wages and military provisions. This fortress was the 

single most expensive of the military institutions financed by the Hispanic American Real 

Hacienda.138 By 1663, both the Portuguese Restoration War and the Dutch VOC’s activi-

ties forced the Spanish to forfeit their control of Ternate. The government reallocated the 

garrison at Manila, which was under the peril of attack by the Chinese and Moro pirates.

The Philippines’ military defenses employed 5,072 soldiers and sailors with a yearly 

minimum cost of 573,722. The average for the military wages in Asia was significant-

ly lower than in America: 113.11 pesos. To pay them, the Crown possessed substantial 

revenue in the Manila treasury office, coming mainly from the tribute paid by the popu-

lation of the Isles, and the commercial taxes derived from trade with southern China and 

Japan during the first years of the XVIIth century. In 1612, the Real Hacienda collect-

ed 255,242.24 pesos from local revenue.139 193,798.07 pesos, 75.93% of total revenue, 

originated from commercial taxes such as the almojarifazgo and the licenses charged to 

136 The Merdiks, Merdicos or Mardicas were the local population of Maluku that had been Christianized 
by Portuguese and Spanish friars since the XVIth century. Manuel Lobato, “Os mardicas de Ternate e os 
crioulos de origem portuguesa nas Filipinas. Um olhar interdisciplinar sobre as relações entre identidade e 
língua,” in Tópicos Transatlânticos. Emergência da Lusofonia num Mundo Plural, Eds. Maria do Rosário 
Borges et. al., (Évora: Universidade de Évora, Escola de Ciências Sociais, 2012), 55-68.
137 BNE, Raros, 3080, f. 156 front, 157 back.
138 Ibid., f. 182 back.
139 AGI, Contaduría, Papeles de las Cajas Reales de las Islas Filipinas, 1209, f. 631 front - 678 back.
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the Sangleys residing in Manila. Extraordinary revenue was the second category of the 

Philippines’ income: 20,981.45 pesos were collected by selling offices and collecting fees 

from the justice system (8.22%). The tributo collected 20,150.43 pesos (7.89%). Monop-

olies collected 20,000 pesos (7.84%), and mining taxes 312.29 pesos (0.12%). Another 

246,122 pesos entered the Caja Real in Manila as remittances from New Spain.

By 1637, the treasury office in Manila managed to collect 573,922 pesos of local 

revenue.140 Nevertheless, the total expenses for that year came to 851,427 pesos. The 

Real Hacienda transferred 276,512 pesos to finance this deficit from New Spain through 

Acapulco’s treasury office. As the century advanced, the income in Manila faltered. The 

causes were multiple, but we can narrow them down three. Firstly, the policies of the 

Crown towards commerce in the Pacific. Secondly, the economic and political crises that 

befall in China after the collapse of the Ming dynasty. Finally, the independence of Por-

tugal from Castile. Despite the loss of Maluku, the military expenses in the Philippines 

did not subdue during the XVIIth century. Thus, financing this floating fortress, key for 

the epoch’s imperial power struggle, required an ever-mounting subsidy coming from the 

New World. This situation certainly diverted New Spain’s fiscal surplus towards the Pa-

cific. The government might otherwise have transferred to Castile these funds, especially 

in an epoch of fiscal penury within Castile’s Real Hacienda.

The scale of the presidios installed at New Spain’s mainland was not the same as 

those in the Philippines. Since 1635, the viceroy Cadereita incorporated 300 military 

posts of Mexico City’s garrison into the Armada de Barlovento. The Council deemed that 

these offices were of no use if they remained at the viceregal capital.141 However, some of 

the high-rank officers of the viceroyalty remained at the capital. The maestre de campo 

and the major sergeant of the infantry resided there and the general captain of the artillery. 

The treasury office also paid the master blacksmith and the master foundryman in charge 

of the viceroyalty’s artillery. These posts had a yearly cost of 7,670.59 pesos.142

Since the XVIth century, the Crown had installed New Spain’s main garrisons at the 

ports. An infantry company with 141 soldiers guarded San Juan de Ulua’s castle in front 

of Veracruz Nueva. The Caja Real at the port paid the four halberdiers served the gover-

nor of the castle, a lieutenant, and the administrator of the Indies’ Fleet supplies stored at 

the castle. One hundred fifty-one military wages composed the payroll at Veracruz with a 

140 BNE, Raros, 3080, f. 182 back.
141 AGI, Gobierno, Indiferente General, 2690, 05/04/1635, f. 1 back - 2 front.
142 BNE, Raros, 3080, f. 167 back.
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cost of 20,799.84 pesos.143 In Acapulco, the port on the Pacific Ocean that controlled the 

communications and commerce with Asia, the fort of San Diego had an infantry company 

with 120 soldiers permanently garrisoned. The port’s treasury office paid the governor 

of San Diego fort and his alférez. The minimal yearly cost of the military defense was 

14,780 pesos.

The presidios at the northern frontier of New Spain received the other 40 military 

posts. These forts secured the frontier in the province of New Biscay against the incur-

sions of the Apaches and other Indian tribes that did not submit to  Hispanic rule. The 

treasury offices at Durango, San Luis Potosí, and Zacatecas financed these military ex-

penses. They had an ordinary yearly cost of 18,400 pesos. For instance, during 1650, the 

Caja Real in San Luis Potosí transferred 14,177 pesos to the presidio of San Felipe in 

Sinaloa to pay for the wages of the troops stationed there.144 The numbers presented in 

table 3.7 include the 66,001.6 pesos dedicated to paying 377 soldiers and officers based 

at San Agustín de la Florida, as the Gobernación was under nominal tutelage of the vice-

royalty and financed entirely by the Caja Real in Mexico City. Finally, to the south, the 

defenses in Yucatan, part of the Caribbean system, were almost entirely managed by the 

local militias, and thus had virtually no cost for the Real Hacienda.145

3.3.1.4 Comparing the military expenses of the Hispanic Empire in America and 
the Philippines vs Europe

Siempre he considerado, Señor, que a quien tiene una Monarquía tan extendida, como la de Vuestra Ma-
jestad, le es preciso que en cada parte de las que alcanza, haya toda la fuerza que ha menester para de-

fenderse a solas...
The marquis of Montesclaros, viceroy of Peru, to Philip III.146

The military force assessed in the pages above had a scale and a cost that allows us to 

compare it to any other armies of the Hispanic Empire in Europe. The armies installed in 

America exercised the defensive war, whereas those in Europe were offensive armies for 

143 Ibid., f. 69 front.
144 The papers of the Caja Real in San Luis Potosí note that the wages were covering the yearly wages of 
the 45 soldiers that served there, 5 more soldiers that those reported by the sources in Madrid. The pay-
ments realized to the soldiers were given to Francisco Molinos, who presented himself as cesionario of the 
presidio. ¿Did the Real Hacienda use financial services to allocate the wages of the military in the northern 
frontier of New Spain? AGI, Contaduría, Cajas Reales de la Nueva España, 922, f. 839 front & back; f. 897 
front - f. 898 front.
145 The Real Hacienda paid 4,205.15 pesos to the presidio in Merida, to 8 officers that were in charge of the 
coordination of the defense efforts realized by the militias. The bulk of the military expenses was covered 
directly by the settlers. BNE, Raros, 3080, f. 87 front.
146 BNE, Manuscritos, 8990, f. 79 front.
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the most part.  The government designed them to reside in the presidios of the Empire. 

For the most part, they did not wage any offensive campaigns. The defenses concentrated 

within the forts constructed to protect the Hispanic possessions from the penetration of 

the Dutch, the English, and the French. The type of conflict prevalent in the continent 

determined the army’s combat arms and branches in Hispanic America.147

Table 3.8 presents the number of soldiers and the yearly cost of the principal armies 

operating within the Hispanic Empire by 1650. That year was turbulent for the Monarchy 

in Europe. After 29 years of continuous war, the Crown had depleted its fiscal resources, 

and the armies were also exhausted. Although the Peace of Westphalia had liberated pre-

cious resources from the war theaters in central Europe, the harsh military confrontation 

with France continued at the borders of the Spanish Netherlands (Hainaut, Rethel), Italy 

(Piombino), and Catalonia (Miravet, Tortosa). The figures shown in the table do not in-

clude the sailors and soldiers enrolled in the Empire’s fleets, which also required a fair 

share of the royal revenue.148 Neither the soldiers who protected the presidios in Naples 

and northern Africa, Andalusia and Murcia are in the table’s numbers. These military de-

fenses consumed a significant quantity of resources as well.149

The actual amount of army soldiers paid by the Crown should have been nearing the 

100,000, for the figure does not comprise those serving in the fleets. The resources need-

ed by the Real Hacienda to pay for this force might have easily surpassed the 10 million 

pesos yearly. That is, to pay the wages of the armies of the Empire, the Monarchy needed 

215.91 metric tonnes of pure silver every single year.150

147 This is not what the literature, normally centered on the Bourbon Reforms, has assessed: “Un ejemplo 
elocuente es suficiente para ejemplificar la crisis del sistema militar español a fines del siglo XVII. Cartage-
na de Indias, en la costa del Caribe meridional, constituía el puerto más importante del sector y pieza clave 
en el circuito comercial que unía España y las Indias. Los Galeones de Tierra Firme amarraban en su impo-
nente puerto y realizaban el primer gran intercambio comercial antes de continuar su singladura por aguas 
caribeñas. Pero pese a la importancia estratégica y comercial del enclave, su sistema militar era aún de corte 
cuasi medieval. Hasta mediados de siglo no se habían empezado a construir las primeras fortificaciones en 
piedra, su sistema de defensa naval era casi inexistente, y las tropas aún se organizaban siguiendo patrones 
feudales: las compañías pertenecían a un capitán (de quien recibían el nombre), y era éste el encargado de 
la recluta, aprovisionamiento y control de sus hombres.” José Manuel Serrano Álvarez, “España en Améri-
ca: las tropas peninsulares en el sistema defensivo indiano durante el siglo XVIII,” Cuadernos de Historia 
Moderna 41, no. 2 (2016): 543.
148 I have not add the cost of the fleets, for I have no data to compare the size and cost of the Hispanic 
Empire’s Fleets that operated in Europe: the Armada del Mar Oceano, the Armada de Flandes and the Ar-
mada de la Guarda de las Indias by 1650. B. Maréchaux estimates the average yearly cost of the Genoese 
Galleys that operated in the Mediterranean at the service of the Castilian Crown between 206,801.47 and 
227,481.62 pesos de a ocho by the 1620’s. Maréchaux, “Instituciones y finanzas internacionales...” 69.
149 See the presidios provided by Castile’s general factor in figure 11.1 in: Álvarez Nogal, “Centralized 
Funding...,” 236.
150 A coin of eight Reales contained 25.53 grams of pure silver. The total royal revenue in Hispanic America 
for the year 1650 was 6 million pesos. Theoretically, even if the total income in the New World would have 
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The Spanish Netherlands had the leading military force of the Hispanic Empire. The 

number of soldiers and their cost converted the Ejército de Flandes into the Monarchy’s 

most capable martial organization. The figures show that the army installed in northern 

Europe concentrated 41.83% of the soldiers enrolled in the Empire’s armies. An army 

corps able to contend with the Dutch and French military power near their mainland 

would have a high cost. Its wages and operational expenses consumed almost 40% of the 

budget devoted to paying for the armies Empire-wide. The army located at the Piedmont 

and Lombardy, with base in Milan, was the second operational force of the Empire, both 

because of the number of soldiers and the number of resources used to maintain it. This 

military corpus had the important directive of fending off the French armies in northern 

Italy, thus protecting the Hispanic viceroyalty in Naples and the Spanish interests in the 

Mediterranean.

The third-place, considering the soldiers’ wages, was held by the Hispanic American 

been committed to pay the armies of the Empire, it would have covered just two thirds of the required funds 
to pay them.

Army Yearly Cost* Soldiers Cost/Soldier
Flanders 3,441,110 37,930 90.72
Milan1 1,761,885 19,338 91.11
America and the Philippines 1,499,398 11,315 132.51
Catalonia2 1,206,885 13,190 91.50
Extremadura3 177,286 7,138 24.84
Galicia4 370,570
Total 8,457,134 88,911

4  Maffi provides the total cost of the soldiers in Galicia, but does not present the 
number of soldiers.

Sources for Europe: Maffi (2014), 170, 178, 183, 193, 438-439, 454. Camarero 
(2015), 439.

*All values in Pesos de a Ocho of 272 Maravedis. The payments realized in vellón 
have been converted to its nominal equivalency in silver.

Sources for America and Asia: Biblioteca del Palacio Real de Madrid, II 
[Manuscritos],  1632-1634; Biblioteca Nacional de España, Raros, 3080;  
Biblioteca Nacional de España, Manuscritos, 2734.

1 The value provided by Maffi is for July  of 1651, and reflects only the 300,000 
ducados sent from Castile. The sum does not account for the total expenses of the 
force. I modeled the value with an average cost of 91.11 pesos per soldier, 
reflecting the costs in Flanders and Catalonia.

3  Number of Soldiers and value is a promedy of the years 1649 and 1651.

2 Camarero calculates the forces in campaign in Catalonia  during 1650 in 
11,400, whereas Maffi estimates the force in 14,948. I use a promedy between the 
two observations, and the cost per soldier provided by Maffi.

Table 3.8. Armies of the Hispanic Empire. c.a. 1650
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military defenses.151 If we consider the cost, the army managed by the Consejo de Indias 

comes in third place. The royal army that provided security in the New World and Asia 

represented a 12.48% of the total military force within the Empire, and its cost absorbed 

17.4% of the total budget allocated for the armies of the Empire. The figure presented 

here does not include the operative costs in America. However, as these forces remained 

stationed in the forts, the operative costs remained low once the defensive infrastructure 

was in place.

Catalonia had the fourth army on the list. The Crown had created the Ejército de Ca-

taluña after the Catalan Revolt in 1640.152 The number of active members varied heavily 

across the years, but the government bolstered its ranks after the Thirty Years’ War. Since 

1649, this army corps became the central piece to fend off the French from invading Cas-

tile, given the tactical importance of the Pyrenees. The army corps based in Extremadura 

supported the efforts to regain control over Portugal after it rebelled against Philip IV. D. 

Maffi has noted that the Crown made sure the costs were low, paying the soldiers abysmal 

salaries, and doing so with debased coin.153 Finally, the soldiers manning the presidios in 

Galicia protected the Peninsula from a maritime invasion from the Gulf of Biscay and 

internments emerging from the Línea de Portugal.154

In general, the data shows unequivocally that, even in a very complex financial con-

text, by mid-XVIIth century, the Hispanic Empire was a global military power to be reck-

oned. The number of soldiers the Monarchy was able to conduct to the combat field was 

nothing to scoff at, as its firepower might have been similar to France’s. Even within these 

conditions, the royal army based in Hispanic America had both a size and a cost on the 

same scale of the structure used to defend Italy’s possessions or to combat the French in 

the Pyrenees.

Table 3.8 also unveils that the military costs were relatively high in America and the 

151 I have added only the military that received wages directly from the Real Hacienda. Thus, the figure does 
not include the Militias that operated in the Caribbean and Central America.
152 For a detailed history of this army: Raquel Camarero Pascual, La guerra de recuperación de Cataluña. 
1640-1652 (Madrid: Actas, 2015).
153 “En la frontera de Portugal se intentó hacer una guerra barata, ya que para el pago y el sustento de las 
tropas allí concentradas se recurrió sobre todo a unas monedas devaluadas, de vellón, en lugar de las de 
plata que se utilizaban en Flandes, Milán y en Cataluña, con menor valor intrínseco.” Davide Maffi, En 
defensa del Imperio. Los ejércitos de Felipe IV y la guerra por la hegemonía europea (1635-1659) (Madrid: 
Actas, 2014), 436.
154 Galicia transitioned to be a zone that was mainly used for the provisioning of Mar Oceano Fleet, to a 
well established terrestrial defensive zone, after the Portuguese Restoration in 1640. María Del Carmen 
Saavedra Vázquez, “La formación de armadas y sus efectos sobre el territorio: el ejemplo de Galicia, 1580-
1640,” Cuadernos de Historia Moderna. Anejos V (2006): 55-76.
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Philippines than in Europe. On average, a soldier serving in America had a cost of 46% 

more than one in the Spanish Netherlands. If compared to Extremadura, the cost was 

433.45% higher. The government had to import most of Europe’s military equipment, 

notably firearms and Toledo steel swords, knives, and pikes, further increasing the burden 

for the Real Hacienda of the military defense for the royal exchequer in the New World. 

Price inflation in the New World might be behind this occurrence. There were few among 

the ranks of the settlers of the Indias Occidentales willing to serve, for there were many 

perils not always only related to the war, and fewer opportunities to advance in the mili-

tary career than in Europe.155 Enrolling soldiers directly in Castile to serve in the presidios 

of the Caribbean,156 Chile, and the Philippines proved to be difficult, and only the promise 

of a significantly higher wage could entice them.157

If we remove all the logistical and support posts (sailors, priests, surgeons, notaries), 

the militias in Central America, and incorporate the navy infantry and the artillery serving 

in the naval fleets, the  number of operatives is 15,815. Of them, 14,291 soldiers, 90.35% 

of the total, pertained to the infantry. The primacy of infantry within the royal armies in 

the New World is unquestionable. The government seems to have provided reasonably 

well the infantrymen in Hispanic America melee weapons, especially swords and knives. 

The armories in Panama, Mexico City, Lima, and Manila received copious amounts of 

Toledo swords. However, personal firearms were not that common within the royal armies 

of the American continent.158 The viceroys often ordered the acquisition of firearms in 
155 The 24 companies of volunteers formed in San Luis Potosí, that enlisted to serve in the Philippines since 
the second quarter of the XVIIth century, show that the soldiers were mestizos and freed mulattoes with 
an average age of 19.5 years. The Indians were almost absent from the payrolls. These soldiers declared 
places of origin such as Leon in New Galicia, Tlaxcala and many other cities and towns within New Spain. 
The Caja Real paid two months of wage in advance and a special pay for them to go to Acapulco to be em-
barked. AGI, Contaduría, Cajas Reales de la Nueva España, 922, 923-A & 923-B. AGI, Contaduría, Cajas 
Reales del Reino de Perú y Buenos Aires, 1814.
156 R. Reichert has found that most of the soldiers serving at El Morro fort in Cuba were from Andalucia:  
Rafal Reichert, “La forja del imperio ultramarino. El sistema defensivo y la vida soldadesca en los presidios 
del Gran Caribe en el siglo XVII: el caso de la guarnición de la Habana,” Secuencia, no. 108 (September, 
2020): 19.
157 J. M. Díaz Blanco has noted how the soldiers the Monarchy was able to enroll in Castile and dispatch 
them to help the war efforts in Chile, were not precisely the most disciplined: “Por si fuera poco, las pe-
nalidades del camino confirmaron a Martínez de Leiva sus temores acerca de la calidad de los hombres 
reclutados. A su juicio, no se habían atendido las disposiciones que aclaraban que sólo sujetos de irrepro-
chable conducta y moralidad valían para la empresa, error que podía pagarse caro en un futuro próximo. 
Habiendo cubierto ya una buena parte de su derrotero, Martínez de Leiva recordaba desde río de Janeiro al 
Presidente del Consejo de Indias cómo ‘sin haber visto estos soldados ni conocerlos, me acuerdo [de] haber 
dicho a Vuestra Alteza que en ellos enviaba un cuchillo para la destrucción de Chile’.” Díaz Blanco, Razón 
de Estado..., 92.
158 The bibliography of the military history has focused its attention on the social aspects of the military 
units, but has neglected -for the most part- the study of the financing of the military units. We know still 
know very little of their equipment and actual fighting capacity. Christon I. Archer, The army in Bourbon 
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Castile. Despite these efforts, there were not enough firearms at the military’ disposition 

in the continent.159 A significant quantity of muskets arrived in Hispanic America, but per-

haps not in the royal armies’ numbers. The Hispanic American Real Hacienda managed 

to acquire arquebuses displaced from the battlefields in Flanders and Central Europe. 

The rising star of the personal firearms during the XVIIth century, the musket, was rela-

tively scarce in the New World.160 As noted before, the infantry companies operating in 

Chile were the only military force in the continent that possessed specialized musketeer 

squads.161 However, the soldiers did not usually go to the field to dislodge an opposing 

army or laid siege to an enemy fortress. Firepower within the infantry ranks was a con-

sideration of second order.

The figures show another critical difference among the Monarchy’s European armies 

and those that resided in America. The cavalry was a vital combat arm among those that 

operated in Europe. Light cavalry was the combat arm that increased the most during the 

XVIIth century, as many of the battlefields of the Thirty Years’ War in Central Europe fea-

tured open fields in which cavalry charges proved to be highly effective. The Ejército de 

Flandes, by 1650, counted with 14,688 mounted troops, a 38.7%% of the total within that 

Mexico, 1760-1810 (Albuquerque, NM: University of New Mexico Press, 1977).
159 In the correspondence with the king, the viceroys often complained about the lack of firearms for the in 
America. The marquis of Montesclaros wrote in January of 1605: “Luego que llegue a este reino [de Nue-
va España], conocí la necesidad que había de arcabuces y mosquetes, así para los socorros ordinarios que 
se envían cada año a Filipinas, como para tener de respecto en el armería de estas Casas Reales con este 
intento, y otros del servicio de Vuestra Majestad, envié 22,500 pesos en la flota... En el almacén hay hoy 
250 arcabuces y 100 mosquetes, que aquí no se hacen, [y] de allá no se dejan pasar. Todos los que hay irán 
a Filipinas este año. El año que viene no hay que enviar, y en caso que fuese menester para la seguridad 
y defensa de este reino no hay de donde valernos. Será conveniente, y a mi parecer forzoso, que Vuestra 
Majestad mande que en la primera flota se envíen siquiera 1,000 arcabuces y 300 mosquetes, y en las demás 
se vaya socorriendo de este genero y de coseletes y morriones los que parecieren, que son menester para 
estos intentos. Lo que se defiende y socorre es de Vuestra Majestad y también la honra de quien lo tiene a 
su cuidado.” AGI, Gobierno, Audiencia de México, 26, N. 75, f. 4 back - 5 back.
160 Moreover, the firearms imported to America might have been of inferior quality. Those that arrived to the 
continent were on the most part hand-me-downs from the European armies of the Monarchy. For instance: 
“Páguense 1 peso 1 real de nueve a Ana de León, dueña de recua... de resto de 13 pesos 3 Reales que montó 
el flete de 50 arcabuces, con sus baquetas, llaves y desarmadores. Y 20 mosquetes con sus baquetas, llaves 
y desarmadores y 20 horquillas y sus moldes y dos cajones con 85 frasquillos.” AGI, Contaduría, Papeles 
de las Cajas Reales del Nuevo Reino de Granada, 1474, f. 1215 front. The viceroy in New Spain normally 
sent pikes, swords, arquebuses, muskets and cannons to the military force based in the Philippines. The 
number of muskets was noting to scoff at. For instance, in 1622, the viceroy Gelves sent a good amount of 
muskets to Manila: “300 mosquetes de munición con sus cajas y baquetas, 280 moldes de balas, 140 frascos 
y frasquillos, 86 rascadores.” AGI, Gobierno, Audiencia de México, 29, N. 86, E. 1, f, 7 front.
161 There were musketeers serving in many of the presidios of the Hispanic American defensive system, 
but they were not organized in special companies as in Chile. For instance, the squad of the sergeant Pedro 
Jiménez in Panama, composed by 24 infantry soldiers, had three musketeers within its ranks. Whereas the 
salary of the regular infantry was 31.5 pesos de a ocho, the musketeers were paid 36 pesos per year. AGI, 
Contaduría, Papeles de las Cajas Reales del Nuevo Reino de Granada, 1474, f. 1133 front.
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army in 1650.162 Contrastingly, the soldiers who served in the Hispanic American armies’ 

cavalry during that year were only 1,308. The number represented 8.27% of the total mili-

tary forces in the New World. Two-thirds of these horsemen, 871, were the encomenderos 

and their retinue functioning as cavalry soldiers. Maintaining these units within the mili-

tia units operating in Central America was part of their military duty to the Crown. They 

were not financed directly by the Real Hacienda. Only 437 soldiers of the cavalry were 

part of the professional royal army paid by the treasury offices. The vast majority of this 

force, 374 horsemen, was located at the province of Concepcion in Chile.163 The rest were 

in Manila (60) and Panama (3). Military companies of this combat arm were virtually 

unknown in the Caribbean and New Spain.164 This marked difference with the European 

armies is simple: cavalry was most effective when used in the field. The necessities of 

defensive warfare limited its tactical advantages in Hispanic America.

Finally, 216 soldiers, a mere 1.37% of the total payroll in the New World, and Asia 

were artillerymen.165 If compared with the other armies of the Empire, the low number of 

soldiers devoted to operating the cannons is not a peculiarity of the New World. Artillery 

in Europe occupied, as well, very few positions within the military organization.166 During 

the early modern era, the gunner was a highly specialized craft that did not demand many 

soldiers. He was only in charge of maintaining the pieces and firing them. The cannons 

were handled and set up by soldiers of the infantry. Artillery during the early modern 

era was a costly endeavor. Despite the low number of specialized artillery soldiers, their 

wages were significantly higher than those paid to the infantry.167 They were paid a higher 

salary even than mid-ranking officers serving in the infantry. The costs associated with 

acquiring the cannons, the projectiles, the gunpowder, and maintaining the artillery in full 

form were also significantly high.

162 Maffi, En defensa del Imperio..., 170.
163 The Caja Real in Concepción even paid an overseer of the king’s mares in the presidio Estancia del Rey, 
located near today’s population of Rere (Biobio), where the war horses needed for the Arauco cavalry units 
were bred. BNE, Manuscritos, 3024, f. 318 front.
164 In New Spain, the degree of capitan de caballos was often bestowed to members of the local elite, but it 
did not mean that there were professional cavalry companies paid by the Real Hacienda.
165 For a general assessment of  the artillery corps in the Hispanic Empire: Brice Cossart, Les artilleurs et la 
Monarchie Catholique. Fondements technologiques et scientifiques d’un empire transocéanique (Firenze: 
European University Institute, PhD. thesis [unpublished], 2016).
166 “A diferencia de las armas de infantería y caballería, que movilizaban varios millares de hombres, la 
fuerza de artillería era mucho menor en términos cuantitativos. Las muestras de los ejércitos de Flandes 
y Lombardía indican claramente cómo aquella no dispuso nunca más de 3-400 artilleros en servicio, y en 
varias ocasiones éstos eran poco más de 200.” Maffi, En defensa del Imperio..., 212.
167 In Ternate an artilleryman had a yearly wage of 200 pesos de a ocho, whereas a Castilian infantry soldier 
was paid 115 pesos. BNE, Raros, 3080, f. 156 front.
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Apart from the soldiers, the main assets needed by the New World’s defensive sys-

tem were forts, galleons, and cannons. The Real Hacienda invested heavily in artillery. 

Although the government imported many pieces from the foundries in Seville and La 

Cavada (Santander), there were also military foundries in Havana, Manila, and Mexico 

City that specialized in providing all the necessary accessories for the continuous oper-

ation of the artillery in the New World, such as cannonballs, as well as to crafting small 

bronze cannons.168 Also, the Real Hacienda contracted the provision of cannonballs and 

other equipment with private actors. After all, the New World possessed both minerals 

and a qualified workforce to provide these effects.169 Specialized overseers managed the 

equipment in the magazines of the forts. As they were also captain generals, the viceroys 

invested time managing the forts under their command to remain well provided with 

artillery, gunpowder, and ammunition. Of course, the expenses realized to maintain this 

military branch followed suit. Within the Real Hacienda ledgers, artillery’s expenses were 

of such magnitude that the royal officers kept them apart to distinguish them from the 

army’s general furnishing.

The limitations experienced by the royal armies in America do not necessarily mean 

that they were inferior to Europe’s armies. The forces described in the preceding pages 

did not constitute a patchwork army, but a professional corps that was well paid and rea-

sonably equipped. J. Coatsworth opined that Spain’s enemies, luckily for the Hispanic 

Empire, had applied a clear-headed and cost-benefit calculation regarding the continent’s 

conquest.170 However, chance did not play any part here. The calculations realized by 

those clear-headed decision-makers in London, Amsterdam, and Paris should have had 

enough information regarding the continent’s defensive capabilities to attempt a head-on 

assault in the principal seats of the Empire in America. Although the American conti-

nent’s military defense faced many challenges and experienced a myriad of limitations 

168 The early history of the military foundries in Hispanic America is still almost unknown.
169 In may of 1641, the Caja Real in San Luis Potosí paid 2,000 pesos to Alonso Hurtado, neighbor at the 
mines of Mazapil. The foundryman was to provide 9.2018 metric tonnes of bronze cannonballs for the Ar-
mada de Barlovento. AGI, Contaduría, Cajas Reales de la Nueva España, 922, E. 16, f. 356 front & back. 
However, Hurtado died shortly after and did not provide the cannonballs. The Caja Real tried to recover the 
2,000 pesos from the fourteen guarantors of the foundryman. AGI, Contaduría, Cajas Reales de la Nueva 
España, 922, E. 22, f. 493 front.
170 “Fortunately for Spain, clear-headed cost–benefit calculations by potential enemies protected most of 
its mainland possessions from serious attack for most of the colonial era. The viceroyalties of Mexico and 
Peru, famous for their mineral wealth, could have been seized by a powerful enemy but only at a prohib-
itively high cost. The mines were all located hundreds of miles from the seacoast. To grab and hold on to 
them, another power would have had to seize and govern vast territories with large indigenous popula-
tions.” Coatsworth, “Political Economy...,” 247.
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during the XVIIth, it would be difficult to affirm that it was nonexistent before the Bour-

bon Reforms.

3.3.2 Fiscal transferences to Castile

Since the early phases of the settlement process in America, the Crown shipped surplus 

fiscal monies to the Old World. The transfers reached a historic height during the final 

years of Philip II reign, an epoch of fiscal expansion and historic mining production in 

Potosí. By the quinquennium 1595-1599, the Crown was transporting through the Atlan-

tic fleets a yearly average of 2.85 million pesos of fiscal revenue from the New World to 

Europe, mostly in bullion. Nevertheless, this trend did not continue during the XVIIth 

century: while private-owned silver remittances from America might have increased, reg-

istered public transfers diminished. E. J. Hamilton, following the data provided by the 

accounting office of the Consejo de Indias since 1650.171 H. Klein and J. TePaske verified 

Hamilton’s assessments with the Cajas Reales data in Hispanic America.172 However, 

there were marked differences between the two series, especially during the 1620s and 

1630s. Lately, C. Álvarez Nogal has reconstructed the remittances to Castile series with 

data from the cartas cuentas of the Casa de la Contratación sent to the Consejo de Ha-

cienda, by finding the fiscal resources shipped from America that were not labeled direct-

ly as fiscal transferences coming to “His Majesty,” and thus overlooked by Hamilton.173

Graph 3.6 presents the time series for the fiscal transferences to Castile derived from 

the Real Hacienda’s summaries published by Klein and TePaske. We have added the data 

provided by Hamilton and Álvarez Nogal. The time series provided by the latter and Klein 

and TePaske, present a very similar trend. The result validates the corrections realized to 

Hamilton’s data, for the scholars reconstructed these time series with data from different 

sources. The differences between the sources might have been motivated by the displace-

ment of the fiscal resources, as the data by Klein and TePaske reflects the shipments 

from America, and the time series by Álvarez Nogal, the receptions in Castile, occurred 

171 See: “Tabla 1 Importaciones totales de metales preciosos en pesos (450 maravedís) por periodos quin-
quenales” in Earl J. Hamilton, El tesoro americano y la revolución de los precios en España, 1501-1605 
(Barcelona: Crítica, 2000), 47.
172 Herbert Klein and John Jay TePaske, “The Seventeenth-Century Crisis in New Spain: Myth or Reality?,” 
Past & Present, no. 90 (February, 1981): 131-134.
173 “Cuadro 1 Caudales de la Real Hacienda, 1621-1675” Carlos Álvarez Nogal, “Las remesas indianas des-
de 1621,” in Historia de España Ramón Menéndez Pidal. La formación de las sociedades iberoamericanas 
(1568-1700), Coord. Demetrio Ramos (Madrid: Espasa-Calpe, 1999), 624.
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months, and perhaps even years, later. Once the Real Hacienda loaded the fiscal monies 

on the galleons of the Indies’ Fleet in Panama and Veracruz, the general of the navy had 

full right to pay for the fleet’s expenses from the money transferred from America.

However, nothing changes the fact that the remittances to Castile during the XVIIth 

century had a downward trend.174 The XVIIth century presents three marked cycles. The 

first took place between 1600 and 1614 when the remissions of silver to Castile saw high 

levels but experienced a marked downward trend. During this epoch, for every ten pesos 

collected in Hispanic America, four were sent to Seville. Although the remissions fell in 

1615-1619 to 6.64 million pesos, almost  50% behind the peak reached in 1605-1609, the 

category recovered steadily. By 1635-1639 the royal exchequer shipped 13.21 million pe-

sos to Seville, precisely during an epoch in which the Castilian Real Hacienda demanded 

silver to maintain the war against France.

Nevertheless, the remissions reduced rapidly after that quinquennium and would 

174 Also, in a recent text, B. Yun Casalilla reaches the same conclusion by analyzing the data provided by 
Klein and TePaske: “...the proportion sent to Castile dramatically decreased during the century and more 
in particular after the big effort of 1631-1640, with the entry of France in the Thirty Years War.” Bartolomé 
Yun Casalilla, Iberian World Empires and the Globalization of Europe (Singapore: Palgrave macmillan, 
2019), 390.
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never surpass the 10 million mark again. During this cycle’s last quinquennium (1650-

1654), the government shipped almost 8 million pesos across the Atlantic. Between 1615 

and 1654, three out of each ten pesos collected in Hispanic America were transferred 

directly to the Castilian royal exchequer. The level of the remittances had undoubtedly 

diminished, but it had not plunged. In the last 45 years of the century, the remittances to 

Castile plummeted. The period starts with a sudden change of level: in just fifteen years, 

between 1655 and 1669, the remissions lost 87% of its value. The series stabilizes around 

the 1 million pesos, until 1675-1679. The last twenty years of the century presented abys-

mal numbers for this category: the Real Hacienda shipped an average of 0.32 million 

pesos to Cadiz. Only some forty-four cents for every ten pesos of the royal revenue col-

lected in America made their way to Castile during this epoch.

The series reconstructed by C. Álvarez Nogal stabilizes around the 3 million pe-

sos since the quinquennium 1655-1659 and does not plunge as the series coming from 

the Cajas Reales in America. Indeed, a profound analysis of the data from the Hispanic 

American treasury offices might help find the exact source of these resources that arrived 

at Cadiz, but that are not referenced as Enviado a Castilla within the ledgers of the Cajas 

Reales in Mexico City and Lima. The sources allow concluding that the total amount of 

American remittances is certainly underwhelming. Data for the government of the Count-

Duke of Olivares (1621-1640), an epoch in which the remittances from America still 

accounted for 30% of the fiscal revenue collected in the New World, show that the Crown 

had managed to generate a total revenue in Europe of 433,906,710 pesos. Just 31,162,224 

of them had arrived from treasury offices located in Hispanic America. A mere 6% of 

the exchequer available in Europe had come from the New World.175 As we analyzed in 

the previous chapter, this happened in a context in which fiscal revenue in America was 

growing.

Graph 3.7 presents the time series for the fiscal transferences to Castile for New 

Spain and Peru.176 The dominance of the latter in this category of the expenses is marked. 

The southern viceroyalty transferred to Castile 90.34 million pesos, 76.49% of the Amer-

ican bullion arriving in the Real Hacienda coffers at Castile had originated in Peru. Un-

surprisingly, the time series for Peru is very similar to the total. Comparing both series 

175 Jose Ignacio Andrés Ucendo and Andrés Lanza García, “Estructura y evolución de los ingresos de la 
Real Hacienda de Castilla en el siglo XVII,” Studia Historica. Historia Moderna, no. 30 (2008): 180-181.
176 The table with the time series can be found in the annex: “5.3 Sent to Castile” on page 514.
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yields an R-squared value of 92.62%.177 The graph also displays the behavior of the time 

series for New Spain. Only 27.77 million pesos, which is one-quarter of the total, were 

transferred from the northern viceroyalty. The century started with remittances realized 

from Veracruz, whose bullion represented, on average, only 44% of those sent from Lima. 

Both series present similar tendencies until the mid-XVIIth century. Fiscal transferences 

from New Spain stopped after 1644. This decision was eminently political. During this 

period, royal revenue in the northern viceroyalty was experiencing an expansion.178 Not 

even the hike of royal revenue experienced during the 1670s prompted a reassessment of 

New Spain’s remittances to Castile. The Real Hacienda used the revenue form New Spain 

to pay for military defense in Manila and the Caribbean.

The numbers render rather challenging to affirm that the Monarchy’s overseas ter-

ritories financed the metropolitan government. Nevertheless, we would like to discuss 

some ideas that might contribute to a better understanding of the process. Firstly, the data 

presented by the Cajas Reales in America might obscure some categories of the expenses 

that the government might have sent to Castile. The fiscal branches under suspicion are 

177 Regression statistics: Adjusted R-Squared: 92.2%; F Statistic: 1.2501E-11; Standard Error: 0.9308.
178 See: “Graph 2.2. Total Revenue of the Hispanic American Real Hacienda, by Viceroyalty. 1600-1699. 
Per Quinquennium, in Millions of Pesos de a Ocho” on page 83.
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those reported with names of income categories. These typically constitute parts of the 

exchequer reserved to remit to Castile.179 The series compiled by Álvarez Nogal unveil 

this fact, for they report the reception of fiscal remittances in Cadiz, whereas the series 

from the Cajas Reales are not reporting the shipments. The problem is to track these 

values in the treasury offices that concentrated them before the Real Hacienda finally 

sent them to Seville. The effort necessary to identify if the bullion and coins added to the 

lump-sum (Enviado a Castilla) or else shipped separately (as oficios vendibles y renun-

ciables, media annata, unión de armas, bulas de santa cruzada) is very considerable. 

Even if we added the parts that the previous efforts might have overlooked, the trend 

would not change, though the new data might modify the downward incline’s value.

Secondly, independently of the actual amount of the shipments of fiscal resources, 

the Crown used its quasi-monopoly over the precious metals produced in America as a 

critical element of leverage within credit negotiations in Europe.180 Until the crisis of 

1647, the international financiers that provided funding for the operation of the Castilian 

government were attracted to Seville and Madrid due to the possibility of obtaining good 

Peruvian silver, precisely during a period in which the Castilian fiscal revenue functioned 

with copper.181 Several scholars have shown how monetary debasement policies followed 

by the Crown in Castile made the bullion sent from America even more valuable than 

its actual official appreciation.182 The financial agents that operated in Castile demanded 

the silver employed by the Real Hacienda to pay its local and international suppliers and 

creditors in Seville, for possessing good silver was the key to obtaining great returns due 

to the discounts applied to vellón coins.

During the last years of Philip IV’s government, the fiscal turmoil experienced by 

179 For instance, all those branches which normally appear both in the “cargo” and in the “data” side of the 
ledgers.
180 Antonio García-Baquero González, “El comercio (andaluz) con Indias y su contribución a las urgencias 
de la Monarquía (siglos XVI-XVII): un intento de sistematización,”  in Actas del III Congreso de Historia 
de Andalucía, Historia Moderna I, Coord. Departamento de Historia Moderna, Contemporánea y de Améri-
ca de la Universidad de Córdoba (Córdoba: Publicaciones Obra Social y Cultural Cajasur, 2003): 239-260.
181 Carlos Álvarez Nogal, “Estrategias de negociación de los agentes financieros en torno a la moneda de 
vellón,” in Le forze del principe: recursos, instrumentos y límites en la práctica del poder soberano en los 
territorios de la monarquía hispánica, Coords. Mario Rizzo et. al.,  (Murcia: Servicio de publicaciones de 
la Universidad de Murcia, 2004), 71-98.
182 “La plata de Indias legal que llegaba a la Península era insignificante en el volumen global de las nego-
ciaciones como se ha visto, pero es sabido que en el entorno monetario internacional, sólo podía operarse 
con oro, y sobre todo con plata, mientras la mayor parte de los asientos tuvieran como destino las plazas 
europeas.” Carmen Sanz Ayán, Los banqueros y la crisis de la Monarquía Hispánica de 1640 (Madrid: 
Marcial Pons Historia, 2013), 112. Also: Carlos Álvarez Nogal, El crédito de la monarquía hispánica en el 
reinado de Felipe IV (Valladolid: Consejería de Educación y Cultura de Valladolid, 1997).
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the Crown in Spain undermined its capacity to decide where to allocate the fiscal funds 

transported to Seville. His majesty’s silver brought aboard the galleons was negotiated 

to pay the financiers and asentistas before the Real Hacienda shipped it from America.183 

To circumvent some of its creditors and face cash shortages in Madrid, the Crown started 

to extend payment letters on its treasury offices in the New World. The evidence of these 

procedures can be found everywhere in the archives.184 The Consejo de Indias also resort-

ed to selling offices in Hispanic America directly at the court. The proceedings of these 

operations entered directly in the Caja Real in Madrid and not anywhere in America.

These developments affected the policies regarding the fiscal transferences to Castile. 

They also explain a reasonable portion of the massive drop experienced by the remissions 

since the 1650s. By spending directly in America, the government could transfer the risk 

of transporting the bullion to private actors, normally foreigners, especially in an epoch 

of uncertainty in the Atlantic navigation for the Hispanic Empire. Receiving payments in 

Madrid also meant that the Crown could promptly use the resources in Europe without 

waiting for them to arrive from America. Despite the convenience of these policies, there 

were many collateral damages in the administrative structure. By enforcing these changes 

in the patterns of the shipments of its fiscal revenue, the Crown bypassed the intermedi-

ation of the Casa de la Contratación in Seville. The outcome dealt the final blow to the 

monopoly of the Indies’ commerce in Seville.

The Crown’s policies created a vicious circle. If even the Monarchy relinquished the 

Carrera de Indias’ rules, why would the private actors follow them? Consequently, the 

almojarifazgo revenue coming from trade with Hispanic America faltered. The Crown’s 

position, in turn, further limited the government’s capacity to organize and finance the 

naval fleets that linked Castile with the Indies. The plague of 1649 just sealed the fate of 

a city that controlled the flux of merchandise for almost 150 years.185

183 Carlos Álvarez Nogal, Los banqueros de Felipe IV y los metales preciosos americanos (1621-1665) 
(Madrid: Imprenta del Banco de España, 1997): 45-48.
184 Storrs reports that an important acquisition of 2 warships from the Dutch -which reinforced the navy in 
the wars against France-, was negotiated directly in the council of State and then the contractor was paid 
in Panama city. See note 329 in: Storrs, The Resilience..., 138. This is confirmed by the documentation of 
the Audiencia de Panama, which in June, 1676, reports to have paid 35,845.6 pesos de a ocho to Valentin 
Perez Dunslague for the “...manufacturing in Holland of two frigates of 500 tons each.” AGI, Gobierno, 
Audiencia de Panamá, 240, L. 20, f. 313 back. At least another payment was made in February of 1682, this 
time for 76,998.38 pesos. AGI, Gobierno, Audiencia de Panamá, 240, L. 21, f. 272 back. Of course, these 
sums are not reported as sent to castile but might be masked as local expenses.
185 For a good analysis of the institutional consequences of the commercial policy in the Hispanic Empire: 
José Manuel Díaz Blanco, Así trocaste tu gloria. Guerra y comercio colonial en la España del siglo XVII 
(Madrid: Marcial Pons, 2012).
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Furthermore, two key developments that took place during the XVIIth century with-

in the Hispanic American fiscal system. Silver production in Potosí declined, and the cost 

of the military defense in the New World increased. The developments affected the capac-

ity of the Crown to ship silver and coin from the New World. Graph 3.8 compares the time 

series for the remittances to Castile (expenses) and mining taxes (revenue).186 The simple 

visual examination of the curves can confirm the existence of some correlation between 

the two variables. A regression test returns a value of 59.92% for R-squared.187

Carefully observed, the time series for the transferences to Castile seems to have a 

lag when compared with the mining taxes. We have added a third series with a lag of plus 

one quinquennium for the mining tax data. The fit between the remittances and the +1 lag 

series yields a higher value for R squared: 78.38%.188 Although we might not demonstrate 

the causality statistically, the existence of a close association between the two variables 

is unquestionable. As the century advanced, the amounts collected by mining taxes de-

scended. Consequently, the treasury offices’ arks found themselves less and less good 

186 See: “Graph 2.3. Mining Taxes of the Hispanic American Real Hacienda. 1600-1699. Per Quinquenni-
um, in Millions of Pesos de a Ocho” on page 88.
187 Regression statistics: Adjusted R-Squared: 57.69%; F Statistic: 6.1994E-11; Standard Error: 3.1021.
188 Regression statistics: Adjusted R-Squared: 76.09%; F Statistic: 1.4339E-06; Standard Error: 2.1728.
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bullion to remit to Castile.

However, the amount of Peruvian bullion entering the fiscal system does not suffice 

to explain the drastic reduction of remittances experienced after the 1650s. As the graph 

shows, bullion coming from mining taxes stabilized during the 1660s, but the remittances 

continued to falter. The Real Hacienda was spending on the continent rather than shipping 

fiscal monies to Cadiz. Since the mid-century, the Crown decided to use its fiscal sourc-

es to improve America’s military defenses. Bullion coming from Peru and New Spain 

financed the cost of the presidios. Resources that the government might have sent to Cas-

tile during the first half of the century remained in the continent so that the Crown could 

support the ever-increasing compromises acquired by the government there. Precisely, 

the category of the expenses that seem to have the most correlation with Castile’s fiscal 

transfers is the military expenses.

Graph 3.9 shows how the military expenses’ time-series acts almost as a mirror for the 

curve that sums the bullion sent to Castile. Despite the certainty provided by the graph’s 

visual inspection, when comparing the two series with linear regression, R-squared’s val-

ue is rather disappointing: 43.06%.189 The low coefficient should not come as a surprise, 

189 Regression statistics: Adjusted R-Squared: 39.76%; F Statistic: 0.001678; Standard Error: 3.69761.
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for the military expenses series is more stable than the remittances to Castile. Maintain-

ing the salaries of the military in Hispanic America compromised fixed amounts of ex-

penditure beforehand; whenever an increase of the military infrastructure occurred, the 

expenses would hardly return to the previous levels, for they had to warrant the payments 

realized to the soldiers and sailors. Thus, the time series of military expenditure presents 

a lesser magnitude for the curves’ swings, especially if they are valleys. A sudden increase 

in the remittances to Castile did not materialize in a decrease of the same magnitude in 

the military spending. An increase in military spending certainly decimated the mass of 

bullion shipped to Seville and Cadiz. The government financed the war efforts in America 

with the bullion coming from the mining taxes. These resources would otherwise have 

crossed the Atlantic.

3.3.3 Administrative expenses of the Real Hacienda

The Crown had to finance the fiscal framework installed in America. It was a costly en-

deavor. During the XVIIth century, the government spent 98.98 million pesos maintaining 

the New World’s Real Hacienda operation.  Two branches compose the fiscal category: 

the disbursements realized to pay the Real Hacienda administration (45.17 million pe-

sos),190 and the payments to acquire the monopolies of the Crown (53.82 million pesos). 

The administrative expenses constitute the fourth category of the expenses, as it accounts 

for 13.67% of the total expenses.191

Graph 3.10 displays the time series for the fiscal category. The line represents the 

aggregated value and the bars each of the branches that compose it. What stands out in 

the chart is the positive tendency of the Real Hacienda’s administrative expenses during 

the XVIIth century. The increases experienced in this category of the expenses are related 

to the increasing complexity of the fiscal framework’s administrative apparatus in His-

panic America. The administrative apparatus of the Real Hacienda never ceased to grow 

throughout the century. Every organizational improvement introduced in the New World 

was also accompanied by an increase in the expenses destined to pay to create the new in-

190 The bureaucratic framework of the Real Hacienda has been analyzed in the second chapter of the disser-
tation. Nevertheless, the costs associated to the administrative apparatus were not presented in that part of 
the thesis. See: “1.2.2 The fiscal administration” on page 50.
191 It should be noted that many of the unknown expenses contain sums that belong to this category, and 
might impact the overall picture presented here, even positioning this fiscal category on a level similar to 
the remittances to Castile.
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frastructure and support the newly created bureaucracy’s wages. The government found-

ed the Tribunales de Cuentas in Lima, Mexico City, and Bogotá. It also established new 

Cajas Reales in some provinces that lacked them. Expanding the New World’s admin-

istrative apparatus was also associated with increasing costs that the government would 

hardly abate in the future.

As early as 1610-1614, the category had experienced an increment of 2 million pe-

sos. The spike is related to a very ambitious plan to overhaul the Huancavelica mines in 

central Peru, which had deteriorated during the last years of the XVIth century.192 While 

the costs of the monopoly soared, the income related to the azogue decreased.193 By the 

quinquennium 1625-1629, the inauguration of new treasury offices, the New World re-

quired at least half a million extra expenses per quinquennium to condition the spaces 

and pay for new employees’ wages. The second part of Philip IV’s government saw a 

stabilization of the expenses related to this fiscal category, with a small growing trend. 

The time series, especially for the bureaucracy, show the efforts realized by the Real 

Hacienda to rein the costs of the administration. The government realized several admin-

192 BNE, Manuscritos, 19521, f. 24 front.
193 See: “Table 2.6. Royal Monopolies of the Hispanic American Real Hacienda. 1600-1699 (time series)” 
on page 97.
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istrative reforms destine to abate the costs of the fiscal apparatus. The effort is significant 

if it is taken into consideration the expansion experienced in the bureaucratic apparatus 

during the mid-XVIIth century, which saw the creation of new treasury offices and special 

accounting offices for the tributos, azogue, alcabalas, and media annata. The operative 

costs of the Real Hacienda soared under Charles II. The category rapidly reached unusual 

heights within the composition of the expenses. Between 1600 and 1659, the Real Haci-

enda administration consumed a steady average of 13.44%. By the 1660s and 1670s, the 

category reached a steady average of 18.15%. The fiscal category closed the century with 

values as high as 29% of the revenue.

Graph 3.11 presents the break down of the fiscal category per viceroyalty.194 The dif-

ferences between New Spain and Peru were marked. The administrative cost of the Real 

Hacienda in the southern viceroyalty represented 75.84% of the total. Moreover, when 

we compare the series for Peru with the total through linear regression, R-squared’s value 

is 98.56%.195 Simply put, the administrative expenses conducted in Peru proportioned all 

the variance of the fiscal category. Contrastingly, New Spain spent 23.91 million pesos 

and presented a marked stationary behavior. The average in the northern viceroyalty was 
194 The table with the time series can be found in the annex: “5.4 Administrative Expenses” on page 514.
195 Regression statistics: Adjusted R-Squared: 94.19%; F Statistic: 4.2454E-22; Standard Error: 0.3084.
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a solid 1.2 million pesos per quinquennium. It is somewhat surprising to find that the 

Real Hacienda’s administrative costs remained unchanged, for the most part, during the 

XVIIth century. The government realized extraordinary efforts to maintain low costs with-

in the Real Hacienda administration in New Spain. In April of 1610, the duke of Lerma 

ordered the council to limit the Real Hacienda’s administrative expenses, especially in 

New Spain.196

Throughout the century, the northern viceroyalty experienced a significant expansion 

of the fiscal administration, creating several treasury offices (San Luis Potosí, Pachuca, 

Guanajuato). Whereas fiscal revenue increased considerably, the administrative costs re-

mained low. Thus, the surplus for the Real Hacienda increased significantly, especially 

by the end of the century. The costs of the Real Hacienda were higher in Peru than in the 

northern viceroyalty. The government paid the bureaucrats working in the fiscal admin-

istration high wages there, and the costs of managing the monopolized goods were also 

higher. However, these facts do not entirely explain the soar experienced by the fiscal 

category towards the end of Philip IV’s reign, especially during Charles II’s government. 

K. Andrien has explained that the origin of this soar of the expenses was the massive sell-

ing of offices within Peru’s fiscal administration.197 The treasury office in Lima and the 

accounting office filled up with new bureaucrats that had bought their positions directly in 

Madrid. The strategy was to finance the expenses of the Monarchy rapidly.

3.3.3.1 Bureaucracy of the Real Hacienda

The ledgers of the treasury offices in Hispanic America differentiate clearly between the 

wages paid to the administrators of the Real Hacienda (salarios ordinarios) and those 

paid to the bureaucrats working in the governmental framework of the Empire (salarios 

de justicia). The fiscal branch data includes the expenditures realized to provide office 

supplies necessary for everyday operation within the treasury offices (papelería), the dis-

bursements to properly condition the spaces needed for the Real Hacienda (salas de la 

tesorería). These expenses varied heavily between treasury offices and over time.198

196 AGI, Gobierno, Indiferente General, 750, 07/24/1610, f. 5 front.
197 Kenneth J. Andrien, Crisis y decadencia. El virreinato del Perú en el siglo XVII (Lima: Banco Central 
de Reserva del Perú, Instituto de Estudios Peruanos, 2011), 92, 108.
198 The Tribunales de Cuentas in America audited closely the expenses realized by the bureaucracy to pre-
vent any excess by the Oficiales Reales: “Téstase esta partida por no pertenecer este gasto a esta cuenta, 
y porque no se presenta con la libranza razón de los géneros de papelería y precios a que se compraron 
conforme al auto de dichos oficiales reales y el gasto del tiempo de esta cuenta se les recibe en la siguiente, 
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Table 3.9 provides an overview of the administrative expenses of the Real Hacienda 

in Hispanic America by 1650. Two hundred seventy-nine employees managed the fiscal 

structure. They served in the 60 institutions of the royal exchequer distributed across the 

continent and the Philippines. The annual salaries’ reported value is 0.21 million pesos, 

with an average of 756.76 pesos per office position. The last number contrasts starkly 

with the reported average for the military offices, which was 151.03 pesos. These high 

salaries recognized the specialized character of the work realized by the clerks in the 

treasury offices.

The table’s information illustrates the proportion of the budget destined to pay for the  

oficiales reales wages. This fiscal category’s quinquennial series reports an expense of 4 

million pesos for the 1650-1654 period, which divided between 5 give 0.8 million pesos 

per year. Thus, we can assume that 26.38% of the expenses allocated to cover the Real 

Hacienda’s administrative cost, paid the bureaucrats’ salaries within the fiscal administra-

tion. The exchequer used 0.454 million pesos to acquire and transport monopolized goods 

(56.75%). Finally, building the edifices needed for the exchequer to function and paying 

for the stationery consumed the rest, 0.135 million pesos, 16.87% of the fiscal category.

The table also presents the distribution of the expenses within the different govern-

ments of the Indies. The data clearly shows that Peru possessed the central cluster of the 

administrative apparatus because of the number of offices and their salaries. The Crown 

allocated almost half of the bureaucrat’s positions in the southern viceroyalty. The budget 

to pay for these offices accounts for 43% of the total. New Spain had the least oficiales 

en conformidad de lo mandado por el tribunal.” AGI, Contaduría, Cajas Reales de la Nueva España, 923-A, 
f. 109 front.

Government Employees Annual Salary*
Peru 130 98,763.88
Nueva España 74 63,512.65
Central America and 
the Caribbean 75 48,860.16

Total 279 211,136.70
Sources:  Biblioteca del Palacio Real de Madrid, II 
[Manuscritos],  1632-1634; Biblioteca Nacional de España, 
Raros, 3080;  Biblioteca Nacional de España, Manuscritos, 
2734.

*All values in Pesos de a Ocho of 272 Maravedis.

Table 3.9. Spatial Distribution of the Real Hacienda Administrative Expenses. c.a. 
1650
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reales out of all the governments. They were paid well above the average: 858.27 pesos. 

In the Caribbean and Central America, the salaries were well below the average, just 

651.5 pesos. In general, the officials appointed to these places aspired to receive a pro-

motion to zones with better salaries in the mainland. The Consejo de Indias struggled to 

find individuals apt enough to serve within the fiscal administration of the Audiencias 

Pretoriales. This fact, combined with the relatively small number of offices allocated 

there, denote the Real Hacienda’s structural problems to provide a framework that would 

manage the fiscal resources transferred to pay for the defense of the Empire.

3.3.3.2 Monopolies and tax administration

The goods monopolized by the Crown had to be produced, or bought, by the Real Haci-

enda, and then transported to the cities, towns, and mining centers that demanded them. 

This operation entailed high costs. The branch of the expenses related to monopolies 

aggregates the goods’ costs, with some other minor administrative payments for taxes 

that were not controlled solely by the Real Hacienda, such as some expenses incurred by 

the almojarifazgo, the alcabala, and the tributo. As noted in the previous chapter,199 royal 

monopolies ranked third in the total fiscal revenue, amounting to 98.62 million pesos. 

Selling consumer goods to the New World settlers became a steady income source for the 

Hispanic Empire in America as the century progressed. Nevertheless, was this category 

of the income a source of revenue for the Crown, or, instead, was it a drain of resources?

Table 3.10 presents the expenses realized by the Real Hacienda to acquire and pro-

duce monopolized goods. The first column shows the monopolies. The second column 

exposes the revenue that entered in the royal exchequer’s arks by selling the goods.200 

The third column shows the administration’s expenses to produce, or acquire, the mer-

chandise, ship them and store them. The fourth column is the subtraction of the revenue 

minus the expenses. The fifth presents the profit as a percentage. The figures in the table 

show that royal monopolies presented a profit for the Crown. For the 44.03 million pesos 

invested, the Crown obtained 97.93 million pesos. A profit of 122.4% of the original in-

vestment. The table also shows that monopolies such as the pulque, the stamp duty (papel 

sellado), and the playing cards (naipes) were extremely profitable. These monopolies, 
199 See: “2.2.2 Royal monopolies” on page 93.
200 Data for those monopolized goods whose administrative expenses are not reported, will not be presented 
in the table. The main categories are presented in the table. See: “Table 2.5. Royal Monopolies of the His-
panic American Real Hacienda. 1600-1699” on page 96.
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created during the XVIIth century, taxed mainly goods required by a population whose 

consumption habits were similar to those in Europe (playing cards, alcoholic beverages, 

gambling activities). Except for the salt, the new royal monopolies had an almost negligi-

ble direct cost but reported excellent Real Hacienda returns.

As the table shows, most of the fiscal category’s expenses were related to the mining 

centers’ mercury. Perhaps the most relevant conclusion drawn from the data is that the 

Crown managed to obtain a reasonable profit by selling mercury in the XVIIth century. 

Despite the many problems experienced with its administration,201 the overall balance 

is favorable for the Real Hacienda: the data presented here show an investment of some 

42.13 million pesos, that saw a return of 77.86 million pesos, which gives a net profit of 

32.72 million pesos, an 84.79% of the original investment. Since the second half of the 

XVIth century, with the discovery of the refining process of silver ore through mercury, 

it became clear that azogue provision was too important to fail. Enterprises managed by 

particular actors did not possess the scale needed to furnish the New World’s mines. Thus, 

the Crown took up the monopoly of mercury, which became one of the most complex 

logistic problems the Real Hacienda had to tackle.

It would be difficult to dispute that an enterprise whose scale was uncommon during 

the early modern era needed many institutional innovations to operate. The azogue mo-

nopoly regularly mobilized resources on both sides of the Atlantic, and, in time of scarci-

ty, through the Pacific and Asia. It possessed a distribution network that was able to trans-

port the mercury, a good that was incredibly difficult to deal with the technological means 

of the epoch, from the production sites in Castile, central Peru, Slovenia, and even China, 

201 For instance, the audit of the Potosí treasury office in 1627, reported that, by the end of the year 1626, the 
miners had accumulated debts by the impressive amount of 3,054,444.5 pesos. BNE, Manuscritos, 19282, 
f. 1 back.

Monopolies Revenue Expenses Difference Profit (%)
Nieve 58,827.00 779.00 58,048.00 7,451.60
Sal 1,055,164.32 1,041,372.11 13,792.22 1.32
Pulques 2,929,469.70 298,304.09 2,631,165.61 882.04
Papel Sellado 4,468,982.75 382,182.77 4,086,799.98 1,069.33
Naipes 11,563,365.81 178,841.53 11,384,524.28 6,365.71
Azogue 77,861,056.44 42,135,190.90 35,725,865.55 84.79
Total 97,936,866.04 44,036,670.39 53,900,195.64 122.40
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Table 3.10. Royal Monopolies, Revenue and Expenses. 1600-1699
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towards the parts that demanded it. The monopoly also had storage facilities in most ma-

jor cities and ports connected to mining production centers. Finally, the Hispanic azogue 

monopoly reached even the smallest of the mining towns in the American continent and 

provided this critical supply for refining precious metals on credit. During the XVIth and 

XVIIth century, mercury provision became a public service of the Empire.

Despite the development of an institution whose functioning was, for the most part, a 

success, the azogue monopoly experienced many problems throughout the century. Even 

with a central direction that oversaw its production and distribution at a global scale, 

when Almaden or Huancavelica could not provide for all the demand, azogue shortages 

impacted almost immediately mining towns such as Zacatecas, Guanajuato, and Duran-

go.202 The war in the Atlantic did not help to alleviate the mercury droughts in the mines 

of northern New Spain. Although an increase in the cost per quintal203 might negatively 

impact silver production, the Crown did not hesitate to elevate it.204 Such decisions pro-

vide insight into the Crown’s economic policy: the Habsburgs saw mercury, and most 

other monopolies, as a source of fiscal revenue. The epoch in which mercury was sold at 

cost-price (or even below it) to promote silver production, and economic development, 

had to wait until the enlightenment era.

The mobilization of monopolized consumption goods also encompassed many local 

202 When facing azogue scarcity, miners turned to refining ore by fire. This was an unwanted outcome for 
the Real Hacienda, as the bullion processed by fire was harder to control for the fiscal authorities. For 
instance, in 1645 the viceroy Salvatierra reported:  “El cuidado con que solícitamente me hacía atender a 
todo lo que tocaba al cobro y restauración de la Real Hacienda, y al corriente de que necesitaba para que no 
se imposibilitase con su ruina, me hizo curiosamente inquirir cómo se administraba la de Su Majestad que 
pertenecía a la Caja de San Luis, pareciéndome que a cualquiera retardación que en ella hubiere, se nacería 
de defraudarse por no necesitar de azogues el beneficio [de los minerales de plata]. Mandé que el Tribunal 
de Cuentas ajustase las que tenían atrasadas aquellos ministros, y que reconociéndose daños considerables 
se me diese noticia de ellos, y también de otros pleitos que allí estaban pendientes, de que constaba el estado 
que aquella Caja tenía, y el remedio que se debía poner en ella.” AGI, Gobierno, Audiencia de México, 373, 
f. 64 front. [Emphasis added].
203 The quintal was the most common mass measure of the Hispanic Empire in the early modern era. It was 
equivalent to 46 kilograms. I follow the volume, mass and length equivalences from the Castilian system 
to the metric system provided by J. Bazant at: Jan Bazant, Cinco haciendas mexicanas: tres siglos de vida 
rural en San Luis Potosí (1600-1910) (México, D.F.: El Colegio de México, 1975), 6.
204 An example of this policy can be drawn from the treasury office in San Luis Potosí, which by the second 
half of the century normally charged each quintal of azogue at 82.84 pesos. Nevertheless, in 1678 the price 
had to be increased to interruption of the azogue shipped to Mexico city forced to increase the price to the 
consumer  to 92.72 pesos, as the flota coming from Castile had to be heavily guarded. The oficiales reales 
explained the new price: “...a razón de 92 pesos 5 tomines 9 granos cada quintal, en que se incluyen los 10 
pesos del nuevo crecimiento a los 60 ducados de su valor que Su Majestad manda se cobren por el costo de 
los bajeles que le condujeron a este Reino [de Nueva España]. Y los 32 pesos 4 tomines Restantes por el 
flete de dichos 6 quintales de azogue, y lleva desde ésta [ciudad de México] a aquella ciudad [de San Luis 
Potosí], a razón de 5 pesos [por] quintal... los cuales se aplican a Su Majestad por haberse pagado de su Real 
Hacienda [los] dichos fletes.” AGI, Contaduría, Cajas Reales de la Nueva España, 923-A, 20, f. 836 front.
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expenses, as the Real Hacienda paid the producers and the products’ transportation. The 

treasury offices in Hispanic America transformed gradually into the beachheads of na-

scent regional markets across the continent, as they attracted coin and provided monetary 

circulation at a local scale. Most notably, the Cajas Reales paid their wages locally and in 

good coin. The increasing burden of the fiscal administration in Hispanic America com-

promised the number of resources that were readily available to be sent elsewhere. Even 

the situados within the American continent experienced limitations, directly related to the 

increasing importance of local administrative expenses.

3.3.4 Public works

The third and last duty of the sovereign or commonwealth is that of erecting and maintaining those public 
institutions and those public works, which, though they may be in the highest degree advantageous to a 
great society, are, however, of such a nature that the profit could never repay the expense to any individual 
or small number of individuals, and which it therefore cannot be expected that any individual or small 

number of individuals should erect or maintain.
Adam Smith.205

The Crown’s participation within the New World’s public works, especially before the 

Bourbon Reforms, is a subject that has drawn less attention from the historiography spe-

cialized in the Hispanic Empire’s public finances. It seems as if the Real Hacienda un-

der the Habsburgs, had played no role in the development of infrastructure in Hispanic 

America. Most public works, such as roads, churches, hospitals, and grain silos, were 

organized and financed at the municipal level (Ayuntamientos). Other corporations, such 

as the Consulados de Comercio, also participated in building and maintaining infrastruc-

tures such as roads and ports. In the same vein, the Church at the bishopric level financed 

some of the essential public services, as the access to the catholic cult was considered a 

public service in the Hispanic World.206

Nevertheless, not all Hispanic America had rich Ayuntamientos and powerful cor-

porations that could undertake public services and infrastructure provision. When the 

local population could not provide the necessary services for the towns to function, such 

205 Smith, The Wealth..., 963.
206 The functioning of the municipal finances during the XVIIth century is a subject that has been traditional-
ly ignored by the literature. Nevertheless, during the last few years, scholars have proposed research lines to 
incorporate into the analysis the municipal and church exchequers. See: Yovana Celaya Nández and Ernest 
Sánchez Santiró, “Introducción,” in Hacienda e instituciones. Los erarios regio, eclesiástico y municipal en 
Nueva España: coexistencia e interrelaciones, Coords. Yovana Celaya Nández and Ernest Sánchez Santiró 
(Ciudad de México: Instituto de Investigaciones José María Luis Mora, Universidad Veracruzana, 2019): 
19-24.
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as maintaining the local parish, the Crown stepped up to finance basic necessities. Some 

public services needed the financial and institutional support that only the royal exche-

quer could provide in Hispanic America, either because of their scope or elevated cost. 

The Real Hacienda had enough capacity to allocate resources in areas of the Empire that 

would have otherwise had problems paying for their public services. This fiscal solidari-

ty, also present for military expenses, might be the most important of the fiscal system’s 

principles. As noted before, for a fiscal system to apply such a principle, a high degree of 

administrative homogenization was needed.

The government considered that one of the main reasons for the Real Hacienda to 

exist in the American continent was to finance public works.207 The reason was simple: 

directing the Real Hacienda’s expenses towards public-good provision would promote 

social and political stability in the New World. Of course, between these high ideals ex-

pressed by some decision-makers and the reality, there was a big gap. After all, the Crown 

spent most of the royal exchequer pursuing goals such as to dominate the battlefields in 

the European theater and the Caribbean, controlling the Asian trade routes, and the secu-

rity of the Pacific Ocean. The fiscal policies needed to pursue these ends did not usually 

align with the New World’s indigenous, mestizo, and European population’s well-being 

and necessities.

Despite these factors, the Crown spent 33.61 million pesos, 5.54% of the total reve-

nue, funding public works throughout the century. For the contemporary observer, used to 

live within polities that devote a significant portion of their fiscal revenue to public works, 

health, and social protection, the magnitude of the Hispanic American Real Hacienda’s 

resources to pay for public works, might seem overly small.208 Nevertheless, a similar 

level of revenue dedicated to the fiscal category was not overly low if compared with 

other fiscal systems of the early modern era.209 The proportion of resources committed 

to the fiscal category seems to have suffered little variation well into the XVIIIth century: 

the treasury office in Mexico City, which was the most important in Hispanic America by 

207 See the remarks by the count of Lemos in: AGI, Gobierno, Indiferente General, 751, 08/14/1608. The 
transcription in the annex: “8. The Count of Lemos, president of the Consejo de Indias, to Philip III. About 
the creation of new juros in Hispanic America” on page 519.
208 For 2015, the average social expenditure within the countries of the OECD, was 19.6% of the Gross Na-
tional Income. The Latin American countries of the Organization ranked extremely low. Mexico destined 
only 8.1% -the lowest of all the members-, whereas Chile devoted 11.1% -the third worst-. Spain used a 
24.7% of its fiscal revenue to pay for public works. Organization for Economic Co-Operation and Develop-
ment (OECD), Social Expenditure Database, https://stats.oecd.org/ [last consulted 06/06/2020].
209 Körner, “Expenditure,” 411.
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the middle of that century, had a similar percentage of spending in public works, 5.1% of 

the total revenue, to the number shown here.210 We want to underline that the data avail-

able to measure the fiscal category is still inadequate. Future research should provide a 

more nuanced understanding of the amounts and branches that composed the expenses 

of the Hispanic American Real Hacienda’s public works during the XVIIth century. The 

data provided here, however incomplete, permits a glimpse of some of the features that 

would become the pillions in public spending during the late XVIIIth century, under the 

Bourbons. Most of the branches that comprised the Real Hacienda’s public works were 

already present since the precedent century.

Table 3.11 shows the branches that composed the fiscal category. They comprised 

infrastructure (obras públicas), such as those needed to combat the recurrent flooding in 

Mexico City, whose construction and maintenance encompassed a coordinated effort of 

almost all the institutions in the New Spain (desagüe de Huehuetoca).211 Also, the Real 

Hacienda financed the docks partially in Callao.212 By the end of the century, the Crown 

started to reorganize the communications throughout the Empire. A new category started 

to appear in the ledgers, the correos, which paid for the transportation of official commu-

nications, and some private letters, across the Atlantic.213 The restructuring of the commu-

210 The Crown committed a 2.6% of the revenue in religion and a 2.5% in mercedes reales between 1744 and 
1748. Ernest Sánchez Santiró, Corte de Caja. La Real Hacienda de Nueva España y el primer reformismo 
fiscal de los Borbones (1720-1755) (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 
2013), loc. 2424, 2612.
211 AGI, Audiencia de México, 27, N. 30-g, f. 1 front - 4 back.
212 AGI, Audiencia de Lima, 90, f. 28 front.
213 Nelson Fernando González Martínez, “Correos y comunicación escrita en la América colonial: esquemas 
de distribución de la correspondencia oficial (1514-1768),” Jahrbuch für Geschichte Lateinamerikas LII 

Tax branch Expenses % of Category
Correos 64,364.03 0.19%
Universidad 104,277.06 0.31%
Obras Públicas 785,836.11 2.34%
Salarios de Eclesiásticos 2,621,958.33 7.80%
Fábrica de Iglesia 2,729,432.41 8.12%
Hospitales 5,810,817.94 17.29%
Pensiones 8,095,021.31 24.08%
Limosna de Vino y Aceite 13,400,332.00 39.87%
Total 33,612,039.20

*All values in Pesos de a Ocho of 272 Maravedis
Sources: Klein & TePaske (1982). Klein & TePaske (1986).

Table 3.11. Public Works of the Hispanic American Real Hacienda. 1600-1699
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nication system, which challenged the previous organization that had left the system in 

particulars that had bought the correo mayor offices, was the first step in creating a public 

postal system during the following century.

Similarly, the Crown financed many of the public hospitals that functioned in the 

New World. This branch included the expenses of constructing the buildings and the med-

ics and surgeons’ salaries. During the XVIIth century, the Crown financed the facilities’ 

remodeling and paid handsomely to sustain many hospitals in Lima, Potosí, and Mexico 

City.214 Higher education received funds directly from the Hispanic American Real Ha-

cienda. Since the XVIth century, the Crown organized the payments realized to warrant 

the universities’ regular operation in Lima and Mexico City. Although the government 

had given them the product of some repartimientos to fund them, the resources proved 

rapidly insufficient to sustain both institutions’ increasing size. To maintain the education 

centers’ operation, the Crown authorized direct transferences from the main treasury of-

fices, normally proceeding from the parts of the ecclesiastical rents transferred to the Real 

Hacienda.

The Crown also provided pensions to those bureaucrats and soldiers who served 

a long time in the Indies and provided outstanding services to the king, such as partic-

ipating in the conquest campaigns. During the XVIIth century, pensions awarded to the 

conquerors’ offspring were phased out and substituted mainly with rewards to the Indies 

government’s high bureaucracy. Many families of the high bureaucracy reallocated to the 

Indies. Thus, the Cajas Reales paid the pensions in the location where they had served. 

Nevertheless, the treasury office of the Council in Madrid also paid a significant propor-

tion of the pensions. The viceroys typically received a pension when they returned to 

Madrid, or if they died while in office in the Indies, their family in Castile could claim 

the pension. A good part of the funds destined to finance the Consejo de las Indias, taken 

from the repartimientos of Cotabambas y Omasayos in Peru, was destined to pay for the 

pensions and thus are not included in the figures provided here.

Finally, as part of its obligations as patron of the Church in the Indies (Real Patrona-

to), the Crown of Castile financed many aspects of the catholic faith and its spread across 

(2015): 47-51.
214 San Lazaro in Mexico city was among the most important hospitals fully financed by the Crown in the 
New World. The institution had been founded by Cortes after the conquest of Tenochtitlan on the outskirts 
of the city to take care of patients affected by leprosy. See: María Del Carmen Sánchez Uriarte, “El hospi-
tal de San Lázaro de la Ciudad de México y los leprosos novohispanos durante la segunda mitad del siglo 
XVII,” Estudios de Historia Novohispana 42 (January, 2010): 82.
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the New World. The most important branch of the public expenses was the payments 

realized to acquire the wine and oil needed for the catholic cult (limosna de vino y aceite). 

The Real Hacienda also financed the churches’ construction needed for the cult (fábrica 

de iglesia). It paid as well the wages of many priests and monks (salarios eclesiásticos) 

that evangelized in peripheral zones of the Empire.

Graph 3.12 displays the time series for the expenses conducted to finance the Hispan-

ic Empire’s public works. The curve indicates that the Real Hacienda started the century 

devoting 1.4 million pesos per quinquennium to finance the public works. By 1615-1619, 

the last observation entirely under Philip III’s reign, the expenses experienced a signifi-

cant increase that elevated the category to almost 2 million pesos. The curve’s behavior 

was related to the dioceses’ reorganization in Peru and the new cathedrals built across the 

continent. The Crown financed the costly buildings partially by allocating the royal ninth, 

a fraction of the tithes, to pay in the new dioceses, and using the vacantes to reform the 

cathedrals built during the precedent century.215

215 “Según esta ordenanza, estas vacantes entran en las Cajas Reales con la demás hacienda real, como se 
hizo el año de 1577, por muerte del arzobispo [Jerónimo de] Loayza, que fue el primero que hubo en el 
Perú, y se vale de estas vacantes Su Majestad todo el tiempo que se dilata la venida y provisión de los pre-
lados que suceden, a los cuales suele Su Majestad hacer merced de la mitad de la dicha vacante por ayuda 
de costa de tan largos viajes como traen, como se hizo el año de 1582 con don Toribio de Mogrovejo, que 

0
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Graph 3.12. Public Works of the Hispanic American Real Hacienda. 1600-1699, 
Per Quinquennium. Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from table 3.3.
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The category maintained the expenses in the limit of the 2 million pesos throughout 

the 1620s. Nevertheless, by the 1630s, they started to decline. Philip IV’s government 

sought to control the New World’s expenses, freeing resources to be transferred to Castile 

to collaborate with the war efforts in Flanders, central Europe, and Catalonia. The new 

controls enforced over the expenses in America had a real effect over this fiscal category. 

During the 1640s, the expenses reduced 38%, from 2.04 million pesos in 1625-1629 to 

1.25 million pesos in 1645-1649. The rest of the reign saw a strong recovery of the cate-

gory, as some branches, such as obras públicas, experienced an increase. During Charles 

II’s reign, the upward trend did not curtail. By 1670-1674, the category had surpassed 

the 2-million barrier again. However, the last years of the century saw a decay of the ex-

penses destined to finance the public works in America. This trend is very similar to that 

experienced by the total revenue and also the expenses.

Graph 3.13 presents the time series for the public works, divided by viceroyalty. 

sucedió en el dicho arzobispado [de Perú] y lo mismo se dio a don Bartolomé Lobo Guerrero, que le su-
cedió, dando la otra mitad para las fabricas de las iglesias catedrales de los dichos obispados con que se 
ayudan por sus edificios y los oficiales reales en virtud de las cédulas de Su Majestad entregan a las partes 
lo que han cobrado de estas vacantes, de manera que Su Majestad nunca ha querido usar del valor de ellas, 
como bienes eclesiásticos de que ya una vez hizo gracia y donación para erección de las dichas iglesias.” 
BPRM, II [Manuscripts], 1286, f. 126 front & back. [Emphasis added].
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Graph 3.13. Public Works of the Hispanic American Real Hacienda, by Viceroyal-
ty. 1600-1699, Per Quinquennium. Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 5, table 5.
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Perhaps the most critical finding is that the Crown allocated more resources to pay for 

public works in New Spain than in Peru. The differences are marked. The government 

spent 23.82 million pesos in New Spain, 70.85% of the total. Only 9.8 million pesos 

corresponded to Peru. Also, the expenses in the southern viceroyalty were lower than 

in the north throughout the century. The time series for the latter presents two marked 

cycles, each of them lasting 50 years. The expenses climbed from 0.28 million pesos in 

1600-1604, to 0.77 in 1625-1629. The increase was related to the cathedrals’ construction 

needed to preside over the new dioceses (Trujillo, Huamanga, Arequipa) created in the 

viceroyalty. Also, Philip III promoted the donations of oil and wine to the monasteries 

of the viceroyalty. The situation changed during the Olivares’ government. Many of the 

churches and convents that had received the limosna del vino y aceite in Peru and New 

Spain were removed from the subsidy, as they were deemed capable enough to pay for 

their needs. The Real Hacienda translated those funds to other institutions, generally lo-

cated at the frontiers of the Empire, such as the New Kingdom of Granada, Tierra Firme, 

and Santo Domingo.216 The Council closely audited the number of clerics paid by the Real 

Hacienda. By 1645-1649 the expenses had returned to the levels at the start of the century. 

The second cycle started in 1650. The expenses accelerated rapidly, and by 1675-1679 the 

fiscal category almost reached 1 million pesos. Even Philip IV’s death did not affect the 

cycle. By 1680 the fiscal transferences started to decay. The century closed in Peru with 

similar public work expenses at the beginning of the century.

The time series for the public works in New Spain is more difficult to describe. The 

motivations behind the sudden changes experienced in the northern viceroyalty remained 

linked to Mexico valley’s drainage vicissitudes. Perhaps the main public work in which 

the Real Hacienda committed a massive amount of resources across the XVIIth century 

was the desagüe de Huehuetoca. In New Spain, the royal exchequer also financed the 

establishment of the many Franciscan and Jesuit convents located in the northern reaches 

of the viceroyalty and Florida. Despite the variations of the time series for New Spain, the 

216 “Conforme a la ultima orden de Vuestra Majestad todas las materias de gracia que han ocurrido al 
Consejo, se han ido consultando por votos secretos como por ella le envió Vuestra Majestad a mandar, y 
considerando, que si en las limosnas que se hacen a hospitales y otras ordinarias que se acostumbran a con-
ventos de religiosos y monjas necesitadas de vino y aceite para celebrar y alumbrar el santísimo sacramento 
en que siempre Vuestra Majestad -con su acostumbrada clemencia- se conforma con el parecer del consejo 
que por ser esta obra tan del servicio de nuestro señor y de Vuestra Majestad, es de que se les continúe... Y 
porque a algunas ciudades del Nuevo Reino de Granada, provincias de Cartagena Tierra Firme, Santa Marta 
y Islas de Barlovento ha sido también costumbre respecto de hallarse con necesidad y no tener propios con 
que acudir a hacer sus obras publicas...” AGI, Gobierno, Indiferente General, 758, 09/22/1634, f. 1 front.
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decrease in the fiscal category’s expenses during the 1640s reflects Peru’s behavior. The 

Crown intended to control the expenses in infrastructure and religion to ship to Europe 

and Asia an increasing amount of resources. The results of the fiscal policy are tangible. 

However, it is also true that once the government overcame the emergency in Europe, the 

expenses in America returned to the levels experienced under Philip III.

As can be seen from table 3.12, by 1650, the Real Hacienda paid 329 priests, monks, 

surgeons, and academics that worked in 45 different institutional frameworks distribut-

ed across the American continent. The salaries amounted to 196,627.62 pesos per year, 

which were paid by the treasury offices. The average salary paid to those that participated 

in the public works was 597.65 pesos. This figure places them between the Real Haci-

enda bureaucrats (756.76 pesos) and the military (151.03 pesos). The table also displays 

the geographical distribution of these salaries. New Spain is at the top of the list because 

of the number of offices and the allocated expenses. Almost two-thirds of the posts, and 

48% of the expenses, were allocated within the terms of the northern viceroyalty. Peru sits 

solidly in the second seat, with less than half the positions, but all of them paid well above 

the average (1,052 pesos). The expenses directed to the southern viceroyalty consumed 

46% of the allocated budget. Lastly, in Central America and the Caribbean, the Audien-

cias Pretoriales had an allocated expense of 10,903.89 pesos for the 26 positions financed 

by the Real Hacienda. The table also presents data for hospitales and limosna del vino y 

aceite. These expenses provide an insight into the distribution of the public works in the 

New World. This part of the budget allocated in New Spain was almost entirely devoted 

to paying for the expenses in the Saint Lazarus hospital of Mexico City. Contrastingly, 

the Crown distributed the 33,228.17 pesos spent in Peru among 35 different institutions 

Government Employees Annual Salary* Hospitales & 
Limosna Total

Nueva España 216 94,179.98 111,695.00 205,874.98
Peru 87 91,543.75 33,228.17 124,771.92
Central America and 
the Caribbean 26 10,903.89 10,903.89

Total 329 196,627.62 144,923.17 341,550.79
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca 
Nacional de España, Raros, 3080;  Biblioteca Nacional de España, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis.

Table 3.12. Spatial Distribution of the Public Works. c.a. 1650
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located across the entire viceregal territory.

Map 3.4.a shows the location of the institutions financed by the Real Hacienda in 

New Spain, Central America, and the Caribbean. The relative size of the markers in the 

map represent the cost of each institution for the exchequer. What stands out in this map 

is the size of the expenses allocated in the north of the continent. The Franciscan convents 

in Nuevo Mexico, Nuevo León, Florida, and the Jesuit seminar in Sinaloa, concentrated 

a good portion of the expenses within this category in the viceroyalty. Maintaining these 

institutions was fundamental for the viceroyalty’s safety, as they were the first line of 

defense against Indian rebellions in its frontiers. They were part of a two-pronged de-

fense strategy, which combined the religious conversion, and the implementation of the 

“European” way of life, with the violence through the support of militias based in local 

catholic-converted populations.

The expenses of the fiscal category in New Spain seem overly centered in the capital. 

There, the Crown partially financed the operation of the Tribunal de Santa Cruzada by 

absorbing the wages of the accountant delegated to the Inquisition. The Real Universidad, 

in which the royal exchequer took care of the 17 scholars’ wages that composed the chairs 

of the university, was also partially financed by the Crown. The Caja Real in Mexico city 

directly paid the architect in charge of the Cathedral construction.217 The Real Hacienda 

also financed some priests’ wages that worked for parishes in Mexico province, especial-

ly in zones that lacked the resources to maintain them, such as Acapulco, Pánuco, and 

Querétaro.

Perhaps the most important of the Crown’s public works in the New World was the 

drainage of Mexico valley’s lake system.218 To prevent the constant flooding of the vicere-

gal capital, in 1607, the engineer Enrico Martinez (Heinrich Martin)219 and the Jesuit friar 

217 The obrero mayor was an employee of the Archbishopric of Mexico. The obrero mayor de la fábrica de 
la Catedral was also paid by the Real Hacienda in Puebla. BNE, Raros, 3080, f. 167 back.
218 “El primer esfuerzo científico se hizo por Enrico Martínez quien concibió el proyecto y lo realizó; pro-
yecto que para la época era sin disputa la obra de ingeniería más importante del Continente Americano y 
una de las más grandes del mundo.” Trinidad Paredes, “Reseña de la excursión al tajo de Nochistongo, 
verificada el 2 de diciembre de 1909,” Boletín de la Sociedad Geológica Mexicana 6, no. 2 (1910): 63.
219 The presence of Martin, born in Hamburg, as one of the key engineers designing the drainage, as well as 
Adrian Boot -born in France-, who would arrive to New Spain in 1614 to oversee the efforts to get rid of the 
inundations in Mexico city, is a good example of the circulation of knowledge within the Hispanic Empire. 
“These networks were increasingly dense as Castile became the centre of a global empire in need of new 
knowledge. We have considerable evidence that it is just the tip of the iceberg of something that deserves 
more systematic research. For example, it should be noted that many of the proponents of inventions to 
the king were non-Spanish and non-peninsular subjects of the Habsburgs. They were often Italians, which 
confirms the existence of a still-vivid Catholic technological world. But one can also find Germans, Flem-
ish, Dutch and Europeans from many other regions. Crucial sectors, such as mining, were very active in 
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Juan Sánchez proposed to carve a canal that would extend for 13.34 kilometers between 

Zumpango lake and the Tula river through the Nochistongo brook.220 Through this new 

canal, Mexico’s valley excess water would be deposited at the Gulf of Mexico by the 

Moctezuma river, some 300 kilometers north of the city, at the Pánuco mouth.221 The la-

goon’s current drainage system still uses the same principle, and part of the infrastructure 

designed and built during this epoch.

Image 3.7 presents the drainage plan realized by Martinez himself, which is perhaps 

the most detailed map realized for Mexico’s valley during the early XVIIth century.222 He 

proposed dividing the canal into two sections: the first part was an open trench that ran 

from the lake to the town of Huehuetoca, of which the drainage system took its name; 

the second part was a tunnel carved by hand that possessed a depth of 45.36 meters on its 

highest part, to maintain a negative incline towards the lake.223 The Indians would carve 

another canal between Zumpango and San Cristobal (Ecatepec), on the lagoon’s north-

ern reaches, to aid Mexico’s lake drainage. Since the works had started in November of 

1607, the marquis of Salinas had declared that the costs needed for the construction and 

attracting German experts, whose knowledge was productively absorbed.” Bartolomé Yun Casalilla, “So-
cial Networks and the Circulation of Technology and Knowledge in the Global Spanish Empire,” in Global 
History and New Polycentric Approaches. Europe, Asia and the Americas in a World Network System (XVI-
XIXth centuries), Eds. Lucio De Sousa and Manuel Pérez García (London: Palgrave McMillan, 2017), 278.
220 The description of the drainage realized by Martin in 1608 details the precise dimensions of the canal, 
and the manner in which the labor would be arranged. It also exposes the measurements realized by both 
proposers to certify the engineering work would have the intended goal of reversing the stream of the Tula 
river thanks to the differentials in height between the Mexico and the Mezquital valleys: “Tratose luego 
de este negocio con mucho calor y diligencia, haciendo muchas juntas de personas de autoridad práctica 
y de experiencia. Y visitose la laguna y comarca buscando sitio y lugar por donde abrir zanja y camino a 
la laguna, por donde pudiese desaguarse y verter sus aguas fuera de las serranías que la rodean sin daño ni 
perjuicio. Hiciéronse sobre esto muchas salidas y medidas, que vistas y habiéndolo tratado y conferido con 
el cuidado y atención que negocio de tanto peso y dificultad pedía, dejados muchos arbitrios y pareceres de 
muchas personas que de ello hablaban, después de haberlo encomendado a Nuestro Señor, se vino a hallar 
que por siete partes diferentes se podía hacer el dicho desagüe y se resolvió por la mejor, más segura y de 
mayor comodidad, se abriese zanja por San Cristóbal.” AGI, Gobierno, Audiencia de México, 27, 30-g, f. 
2 front.
221 “The desagüe was an eight mile long drainage canal, half tunnel and half open trench, which was to 
conduct the floodwaters of the Valley of Mexico through the surrounding mountains to the northwest of 
Mexico city into the Tula River, from which they would flow to the gulf of Mexico.” Louisa Hoberman, 
“Bureaucracy and Disaster: Mexico City and the Flood of 1629,” Journal of Latin American Studies VI, 
no. 2 (1974): 212.
222 AGI, Mapas y Planos, Mexico, 54, 06/20/1608. The map has a correct scale that allows its projection in 
a modern cartographic projection without much deformation.
223 “Hase de entender que la laguna de Zumpango tiene 4 leguas de circuito y mas de 2 leguas de travesía por 
todas partes recibe las aguas de su comarca, y particularmente las del río de Guatitlán [Cuautitlán] que es 
caudaloso y las aguas de los llanos y vertientes de Pachuca, que cuando la tienen muy llena, va con mucha 
corriente a desaguar a la laguna de México, que esto llaman el río de San Cristóbal porque junto a este pue-
blo entra en la laguna de México, y son las mayores aguas y que más llenan, porque la de Zumpango está 
más alta que la de México. Y el intento con que se hace el desagüe es que estas aguas corran al contrario y 
abrir camino para ello...” AGI, Gobierno, Audiencia de México, 27, 30-g, f. 2 back.
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operation of the desagüe in Huehuetoca were not an issue. Losing the viceregal capital 

because of a flood could not be permitted.224 In 1611, four years after the drainage works 

had started, the cost had escalated to 413,324.88 pesos, with a total working force of 

128,650 Indians.225 The viceroy had found the resources for the undertaking by asking 

Mexico city’s Ayuntamiento to cooperate. The Church had also provided funds. The Real 

224 “La costa, se vio, había de ser muy grande, y mucha gente necesaria para la obra, y que en el discurso de 
ella se podrían ofrecer algunas dificultades de calidad que no se pudiesen vencer, pues no se podía entender 
lo que debajo de tierra se hallaría en tan largo trecho. Pero habiéndolo pesado y medido por muchas manos 
y precisión, cuanto arte y peritos en ella se pudo hacer, se vino a concluir que la obra era factible, aunque 
con mucha costa y trabajo de gente. El excelentísimo virrey de cuyo cuidado y providencia pendía esta 
causa, y el vencer y allanar las grandes dificultades que se descubrían, no perdonando a su trabajo y asis-
tencia personal y a otras penalidades que semejantes empresas suelen tener, tomó resolución que luego se 
pusiese mano en la obra, y habiendo proveído con suma diligencia todo lo necesario de gente, bastimentos 
y herramientas, sobrestantes y maestros de todo genero. Salió de la ciudad de México y fue en persona a la 
parte y lugar donde se había de dar principio a esta grande obra en postreros de noviembre del año pasado 
de 1607.” Ibidem.
225 “También informó que se habían gastado 413,324 pesos 7 reales en la obra, desde que se comenzó en 
noviembre de 1607 hasta septiembre de 1611; que habían trabajado en ella 128,650 indios, traídos de pue-
blos diversos incluyendo en ese número 3,556 mujeres que habían servido para hacerles las comidas.” José 
Ignacio Rubio Mañé, El virreinato, IV: Obras Públicas y Educación Universitaria (México, D.F.: Fondo de 
Cultura Económica, Instituto de Investigaciones Históricas, Universidad Nacional Autónoma de México, 
2005), 44.

Image 3.7. Plan for Mexico’s Lake Drainage System, 1608

AGI, Mapas y Planos, Mexico, 54, 06/20/1608.
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Hacienda had also financed another part directly from His Majesty’s coffers.

However, to properly serve its purpose, the drainage had to be continuously main-

tained. The Real Hacienda had to channel a constant stream of resources to the admin-

istration of the public work. The viceroy Guadalcázar created a special excise over the 

wine commercialized in Mexico City, whose proceedings were to be committed directly 

to maintaining the desagüe.226 By 1650, the royal exchequer paid directly the salary of the 

master engineer that designed and oversaw the works that extended some 45 kilometers 

to the north of the viceregal capital.227 The complex nature of the effort needed an accoun-

tant’s assistance, a factor, and a treasurer. These bureaucrats managed Indian labor, which 

was composed of forced and free workers.

The district of the Audiencia de Santo Domingo concentrated almost the entirety of 

the expenses devoted by the Real Hacienda to public works in the Caribbean. Hispanio-

la’s archbishop was paid his entire salary at the Caja Real of Santo Domingo, 4,136 pesos 

per year. In the Gobernación of Cuba, the treasury office provided the priests’ salaries 

serving the island’s principal populations. The Crown also paid the priest’s wages and 

the sexton at the Indian reduction on the eastern side of Havana’s Bay, Guanabacoa. The 

bishop of Cuba resided in Santiago and was paid directly by the Caja Real in Havana, 

a subsidy of 1,840 pesos yearly, due to the poor quality of the tithes in the Isle, that was 

insufficient to warrant his wage.

The lack of institutions financed by the Real Hacienda, belonging to the fiscal cate-

gory in the Audiencia de Guatemala district, might be related to the quality of the sourc-

es presented here. As shown in map 3.4.a, we have located just two offices that can be 

considered part of the Real Hacienda’s public works: the Castilian language professors 

paid by the Cajas Reales, one in Guatemala and the other in Comayagua. These scholars 

meant to educate the sons of the encomenderos. The Spanish language was an Empire’s 

vehicle to promote unification among its diverse populations.228 The many Ayuntamien-

tos that resided within Central America’s territories and the Church financed the public 

works. They might not have needed the concurrency of the Real Hacienda. The royal 

exchequer’s limited presence would be challenging to understand if it were not for the 

226 In 1635, the proceedings of the special excise over the wine in Mexico city were transferred to the Ar-
mada de Barlovento. AGI, Gobierno, Indiferente General, 2690, 05/04/1635, f. 5 back.
227 BNE, Raros, 3080, f. 167 back.
228 “Por cédula de 21 de septiembre de 1602, mandó la Majestad del Señor Rey Don Felipe Tercero, que en 
esta ciudad [de Comayagua] se fundase una cátedra de gramática para instrucción y enseñanza de sus hijos, 
y dio 200 pesos de renta en indios vacos para ello.” BNE, Raros, 3080, f. 126 back.
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necessity of the Crown of a policy that would diminish its role and the cost of the Empire 

in these areas, in favor of the local elites.

Map 3.4.b displays the institutions that received fiscal resources of this fiscal cat-

egory within Peru. As noted before, the number of offices paid there was significantly 

lower than in New Spain. Nevertheless, as shown in the map, in the south the budget 

was distributed among a more significant number of institutions. Whereas in New Spain, 

the Crown financed 15 institutions, the Real Hacienda transferred funds to 55 different 

frameworks in Peru. The map shows that the institutions favored by the Real Hacienda 

were different between the areas of the viceroyalty. Within the limits of the district of the 

Audiencia de Quito the Crown paid the wages of at least ten parishes. These churches 

were situated in the Audiencia’s peripheral zones, precisely in strategic zones for secu-

rity reasons, but whose natural medium made it difficult for populations to thrive. For 

instance, the Esmeraldas coast in the Pacific, as the South Sea Fleet navigated in front 

of these coasts to reach Panama. Other areas favored by the Real Hacienda were recent 

settlements, such as the parishes located in the Marañón basin (Santa María de Nieva).229

Within the area ruled by the Audiencia de Lima, the Crown transferred funds to many 

public works. The highest portion of the expenses related to this fiscal category centered 

on the city of Lima. The Real Hacienda financed the Tribunal de la Santa Hermandad,230 

the Tribunal de la Santa Cruzada, and the Real Universidad, which employed 16 schol-

ars.231  The Crown also paid the wages of the surgeon, the medic, and the barber of the 

hospital of Santa Ana. The hospital of San Andres received a stipend to pay for the medi-

cines of the patients. Both hospitals specialized in attending the poor residing at the cap-

ital.232 In the Huanuco province, on Lima’s northeast, the Crown paid limosna to León’s 

four convents and hospital. This area became the beachhead for the Peruvian occupation 

of the Ucayali basin. Thus, it was central for protecting the viceroyalty from the hostile 

Indian tribes inhabiting the zone and against the possible threat of foreign colonization.

The expenses directed to Huancavelica and Chucuito are crucial to understanding 

public works’ structure in the viceroyalty. In Huancavelica’s Royal Hospital, the Crown 

paid the medic’s annual salary and as much as 5,500 pesos yearly to finance the medicines 
229 Francisco López de Caravantes, Noticia general del Perú V (Madrid: Atlas, 1988), 256.
230 The Santa Hermandad is a corporation founded in Castile during the Middle Ages. It is considered the 
antecedent of the police corporations in the Hispanic world. It is somewhat surprising to find it financed 
by the Real Hacienda in Lima, as it was normally funded at municipal level. López de Caravantes, Noticia 
general... II, 45.
231 Francisco López de Caravantes, Noticia general del Perú II (Madrid: Atlas, 1986), 43.
232 BPRM, II [Manuscripts], 1278, f. 8 back.
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of the sickly, most of them poisoned by handling the mercury produced in the mines.233 

Moreover, the Real Hacienda paid the salaries of the four priests serving in the parish, 

who were in charge of administering the laborers’ sacraments. To the south, the Chucuito 

Repartimiento belonged entirely to the king, and its revenue served to pay the wages of 

the officers and clerks working in the Consejo de Indias in Madrid. The Crown allocated 

budget to pay the overseer of the masons that constructed and reconditioned the jurisdic-

tion’s parishes.234

In the Audiencia de La Plata district, the Real Hacienda provided funds to the mis-

sions and convents situated on the Hispanic Empire’s fringes.235 The Jesuits used the city 

of Santa Cruz de la Sierra (San Lorenzo el Real de la Frontera) as the beachhead for their 

missions in the Chiquitos area of the Greater Chaco. The government used a similar strat-

egy in Paraguay, where the Jesuit missions, with Guarani militias’ support, provided se-

curity for the Empire at a low cost for the exchequer. The Crown used a similar conquest 

and colonization pattern in northern New Spain, especially in Sonora, the Californias, and 

New Mexico.

The numbers presented here demonstrate that the resources committed to pay for 

public goods extended beyond military defense. Public works expenses were present in 

the Real Hacienda budget throughout the century, even if the amounts were not spectacu-

lar within the total revenue. The incorporation of a myriad of institutions as beneficiaries 

of transferences from the royal exchequer, with all the responsibilities entitled by sup-

porting the wages of priests, monks, engineers, and surgeons, demonstrates that providing 

public goods was one of America’s fiscal system’s primary functions.

3.3.5 Debt service

Perhaps the most striking difference between the Castilian and American fiscal systems 

was the relative importance of public debt within each of the frameworks. Since the mid-

XVIth century, the level of indebtedness of the royal exchequer in Europe precluded that 

Castile’s king spent a significant portion of his fiscal revenue servicing debt. C. Álvarez 

Nogal and C. Chamley have estimated that by the end of Philip II’s government, the ratio 

233 Ibidem.
234 López de Caravantes, Noticia General... II, 166.
235 Fernando Ariel Pozzaglio and Pedro Miguel Omar Svriz Wucherer, “Defendiendo una frontera. La ciu-
dad de Corrientes, milicias e indios chaqueños, siglos XVII-XVIII,” Jahrbuch für Geschichte Lateinamer-
ikas 53 (2016): 59-86.
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between interest service and tax revenue was around 50%.236 Paying debt service con-

sumed Castile’s fiscal income, leaving fewer and fewer parts of the revenue available to 

be allocated by the Crown.

Table 3.13 shows how long-term and short-term debt were marginal within the His-

panic American Real Hacienda’s fiscal structure during the XVIIth century.237 Revenue 

collected by borrowing in Hispanic America composed a mere 2.11% of the total income 

during the century. Only 12.79 million pesos entered the Crown coffers as debt contract-

ed with particular and corporative actors analyzed here. The expenses to service the debt 

reached 32.57 million pesos, representing a mere 4.64% of total expenditure. In Europe 

and the New World, the Real Hacienda contracted debt through two mechanisms. The 

juros were bonds issued by the royal exchequer with a low-interest rate.238 They compre-

hended an annuity that usually paid between 3% and 7.14% of the principal, although it 

was not uncommon to see lower rates in America. If the bonds were not repurchased by 

the Crown or transformed into another mechanism, the Real Hacienda would perpetually 

pay the principal’s interest. A key difference with Castile is that in Hispanic America, the 

royal exchequer did not issue the juros against any specific rent of the Crown, but against 

any of the funds available within a single treasury office, usually the main treasury offices 

in Lima and Mexico City.239

236 Carlos Álvarez Nogal and Christophe Chamley, “Debt policy under constraints: Philip II, the Cortes, and 
Genoese bankers,” The Economic History Review LXVII, no. 1 (February, 2014): 192.
237 See: “2.2.4 Extraordinary income” on page 115.
238 “Juros were either perpetual and redeemable annuities (juros al quitar), or life annuities (juros de por 
vida), which were also redeemable. Juros al quitar had a face value, the principal, which could be paid 
back by the government at any time. The redeemable feature enabled the government to reduce the debt 
in times of surplus and to finance when the interest rate decreased.” Álvarez Nogal and Chamley, “Debt 
policy...,” 196.
239 The procedures to create the new bonds at Mexico city, Lima and Bogota in: AGI, Gobierno, Indiferente 
General, 751, 08/14/1608. As by the early XVIIth century the juros were an innovation in the New World, 
some potential buyers wanted the government to allow the juros to be paid in any of the treasury offices of 
the New World: AGI, Gobierno, Audiencia de Santa Fe, 18, R. 10, N. 91, f. 3 front - 4 front. The innovation, 
however, was not introduced, and the bonds stipulated the precise Caja Real that had the obligation to pay 
the interest to the holder of the bond.

Tax branch Debt amount Interest Difference
Juros 514,164.85 5,618,274.77
Préstamos 12,282,561.63 27,953,414.58 -15,670,852.96
Total 12,796,726.47 33,571,689.36
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis

Table 3.13. Public Debt of the Hispanic American Real Hacienda (Revenue and Ex-
penses). 1600-1699
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The second mechanism to contract debt was the préstamo. It comprised short-term, 

high-interest debt.240 The interest rate was usually higher than in the juros, and the Crown 

had to return the principal in a short time. In Hispanic America, the Real Hacienda con-

tracted these debts with local merchants, which could provide money to the Crown to 

avoid defaults or delays in the Cajas Reales’ payments. To obtain a préstamo, the ac-

countant had at the treasury office had to obtain the viceroy’s authorization or the Real 

Audiencia president.

According to the tax revenue data, the juros contracted in the XVIIth century in His-

panic America amounted to just 0.51 million pesos. However, the expenses reached 5.61 

million pesos. The differences could be explained, at least partially, by the size of the old 

debts contracted during the XVIth century, whose interests the Real Hacienda continued 

to pay across the next century. That is the reason the table above does not provide the 

difference figure for the juros. The meager size of the revenue collected as long-term 

debt, just 0.51 million pesos in the entire century, might move to conclude that long-term 

public debt was nonexistent in Hispanic America during the XVIIth century. However, 

this assessment would be inaccurate. The differences between the revenue declared for 

the juros and the debt paid (5.62 million pesos) do not add up.241 There are bonds sold 

over the Cajas Reales’ fiscal assets that the ledgers did not report as part of the revenue. 

Part of the problem is the lack of clarity within the cartas-cuentas.242 There is also plenty 

240 In Castile, these short-term loans were normally referred to as asientos. Álvarez Nogal and Chamley, 
“Debt policy...,”  198.
241 In 1614 the treasury offices in Peru reported that 93 juros were currently registered within the viceroyal-
ty. The juros are reported in: BPRM, II [Manuscritos], 1278, f. 132 back-134 front, f. 139 front and back, f. 
148 back, f. 150 front, f. 153 back, f. 154 front and back, f. 163 back-166 front, f. 171 back. Out of the total, 
87 dated from the year 1588, and were owed to Indian communities in the provinces of Cuzco, Trujillo, 
Lima, and Potosí: “Por cédula de 20 de Noviembre de 1588 años, tomó el virrey Conde de Villar, de las ca-
jas de los indios de este reino, algunas cantidades para socorrer a Su Majestad, y se mando les situase en las 
Cajas Reales a razón de 25,000 el millar.” Ibid., f. 132 back-133 front. These bonds, issued by the viceroy 
count of Villardompardo, had managed to collect 275,950.13 pesos de a ocho. The sum had been taken from 
the cajas de comunidad and then had been sent to Castile. The Indian communities received bonds with an 
annual interest rate of 4% whose payments would be covered with any of the available funds in existence 
within the Cajas Reales. Some of the juros had a higher rate: the instrument given to the Indian community 
of Pisco in 1588 reached the 6% annual interest for the 450 pesos given to the Real Hacienda. Ibid., f. 133 
front. These debts consumed 10,816.86 pesos yearly. Theoretically, if none of the juros would have been 
redeemed by the Crown, the debt service would have a total cost 1.08 million pesos throughout the XVIIth 
century. The rest of the juros reported in Peru had been sold to the merchant Antonio Correa and other set-
tlers in Lima between 1612 and 1614. The Crown collected 210,294.1 pesos de a ocho, and created a debt 
of 10,514.71 pesos. Ibid., f. 134 back-135 front. Conceding that most of the debt was in place since the first 
decade of the century, then it would have consumed 25,708.24 pesos each year and would have amounted 
2,313,741.82 pesos in 90 years. Even adding the million pesos related to the XVIth century debts, with the 
2.3 millions theoretically contracted in the XVIIth century, still leave 1.7 million pesos on the expenses side 
of the juros branch without a clear explanation.
242 Andrien has analyzed the creation of juros in Peru, and has noted the lack of register on the Cargo of the 
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of evidence that a notable proportion of these bonds were either sold or given directly in 

Madrid by the Consejo de Indias, especially during 1646-1648, terrible years for Castile’s 

public finances.243 One of the mechanisms used to appease the fiscal turmoil of the 1640s 

was to create debt in Hispanic America, receiving the loans directly at the capital of the 

Empire. Thus, the time series for the revenue collected as juros within the Cajas Reales 

does not portray the actual amount of long-time debt contracted by the Real Hacienda in 

Hispanic America.

Graph 3.14 presents the time series for the expenses realized to pay the interest to 

those who had bought juros created over the New World (debt service). The data per-

Caja Real in Lima: Kenneth J. Andrien, “The Sale of Juros and the Politics of Reform in the Viceroyalty of 
Peru,” Journal of Latin American Studies XIII, no. 1 (May, 1981): 15.
243 For instance, the juro of 29,411.76 pesos de a ocho (8 million maravedis) given to the prominent Gen-
oese banker Juan Francisco de Balbi, that would have been paid in the treasury offices of the Indies. This 
was, perhaps, given by the Consejo de Indias in exchange of the azogue that he had sold to the Real Ha-
cienda in Seville. AGI, Gobierno, Indiferente General, 764, 03/01/1646. Also: AGI, Gobierno, Indiferente 
General, 2537, 06/25/1646. C. Álvarez Nogal has noted: “En la flota que arribó en abril de 1647 venían 
consignados a Juan Francesco Balbi, por el precio de los azogues, 81,688,500 mrs., de los cuales se se-
cuestraron 40,000,000 de mrs. Al año siguiente la cantidad confiscada fue mayor, y en la flota de 1649 se le 
tomaron 61,367,208 mrs. La magnitud de estas incautaciones minó el crédito de este hombre de negocios, y 
la Real Hacienda tuvo que dar marcha atrás si no quería perderlo definitivamente. Aquel año se ordenó a los 
oficiales reales de Sevilla que le entregasen inmediatamente 30,000 escudos de lo que había llegado en las 
flotas” Carlos Álvarez Nogal, Los banqueros de Felipe IV y los metales preciosos americanos (1621-1665) 
(Madrid: Imprenta del Banco de España, 1997), 85.
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Graph 3.14. Long-Term Debt Service of the Hispanic American Real Hacienda. 
1600-1699, Per Quinquennium. Millions of Pesos de a Ocho

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 6, table 1.
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mits to portray an image closer to the reality of long-term debt in the continent. There 

are two marked cycles in the graph. The century started practically without debt for the 

Crown, perhaps paying only the bonds given to the Indian communities in Peru during 

the 1580s.244 The situation changed towards 1610 when the Duke of Lerma ordered to sell 

new juros in Lima, Bogota, and Mexico City. Between that year and until 1644, the royal 

exchequer used 1.03 million pesos to pay the bonds’ holders. The average expense was 

0.15 million pesos per quinquennium. During this cycle, the Crown had an average debt 

of 2.96 million pesos per quinquennium.245 The figure represented an average of 10.3% of 

the total revenue in the New World. This level of indebtedness was minimal. Moreover, 

during the early years of the Count-Duke’s government, the expenses to service debt in 

Hispanic America even diminished. Philip IV ordered to buy back some of the bonds sold 

in Mexico and Lima during the previous reign.

The status quo was modified again towards 1645. Only in the quinquennium 1645-

1649, the Crown created 4.2 million pesos of debt by selling juros, more than double 

the debt contracted in the previous 100 years. The payments to serve long-term debt in-

creased considerably and maintained high levels during the rest of the century. Between 

1645 and 1699, the Real Hacienda destined 4.54 million pesos to pay these bonds’ inter-

ests. The average expense allocated was 0.41 million pesos per quinquennium. The Real 

Hacienda maintained an average indebtedness of 8.25 million pesos per quinquennium, 

representing 27.09% of the Crown’s total income in the New World. The Real Hacienda 

in Hispanic America increased its long-term debt during the second half of the century. 

The quinquennium 1660-1664, the last of Philip IV’s reign, saw the New World’s long-

term debt peak. The royal exchequer paid 0.47 million pesos to the bondholders. The 

Crown had taken 9.32 million pesos from particulars as juros. Long-term debt might have 

244 In February, 1588, Philip II ordered the viceroy of Peru, the count of Villardompardo, to take the money 
contained by the Cajas de Comunidad. The government in Madrid needed fresh resources to finance the 
war against England. The Indian communities would be paid with juros issued at an interest rate of 4%. 
The introduction of these coupons, marks the first time that the Crown used a mechanism to create long-
term debt in the New World. The order stipulates that the proceedings had started since 1586, when Philip 
II had ordered the viceroy to take the silver and coin contained in of the Cajas de Comunidad, and then in 
1588 the bonds were issued: “...por una mi cédula, fecha en 20 de noviembre del año pasado de 1586, os 
envié a mandar que, porque yo había tenido relación que en las cajas de las comunidades de los indios había 
mucha cantidad de plata procedida de sus tierras y ganados, y otras cosas que podían servir para el socorro 
de las grandes necesidades que se ofrecen, y hiciésedes sacar de las dichas cajas toda la plata que en ellas 
hubiese de este genero, tomándolo a juro al quitar a razón de 25,000 el millar, situando la paga de ello en 
mis Cajas Reales más cercanas a las partes donde se tomare, para que la paga viniese más a cuento a los 
dichos indios.” BNE, Manuscritos, 19282, f. 174 front. A similar order also was issued to the president of 
the Audiencia in New Granada. AGI, Gobierno, Audiencia de Santa Fe, 1, 87-b.
245 I calculate the rate of the juros sold in Hispanic America at 25,000 el millar (5% yearly interest).
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represented 35.62% of the revenue. Charles II sold no more bonds. The Real Hacienda 

even bought back some of the debts previously contracted. Since 1665, the expenses to 

service debt reduced to 0.44 million pesos. By the quinquennium 1680-1685, the fiscal 

category’s expenses were only 0.39 million pesos, only 78,000 pesos per year.

How do these numbers compare with the long-term debt of the Empire in Europe? 

By 1598, the Real Hacienda in Castile reported a total fiscal income of 12.92 million 

pesos.246 It used 5.58 million pesos to service the debt of the juros al quitar.247 Debt ser-

vice consumed 43.18% of the Castilian revenue. In Hispanic America, when long-term 

debt service reached its peak in 1660-1664, the Real Hacienda devoted an average of 

94,000 pesos yearly to pay the bondholders. For that quinquennium,  we can esteem the 

total yearly revenue at an average of 5.23 million pesos. The percentage devoted to debt 

service in the New World was 1.8% of the fiscal revenue. The differences in scale are rea-

sonably evident. The data presented here shows that the New World’s fiscal system could 

have sustained a far superior indebtedness level. However, the government contained the 

soar of juros sold during the 1640s and did not allow new bonds for the rest of the century. 

Suffice to mention here that creating long-term public debt in Hispanic America was a 

controversial subject whenever the Consejo de Indias discussed it.248

Despite being a small part of the total revenue, the préstamos played a rather import-

246 Ciriaco Pérez Bustamante, Historia de España Ramón Menéndez Pidal. La España de Felipe III (Ma-
drid: Espasa Calpe, 1979), 439.
247 See table 1.1 in: Carlos Álvarez Nogal, Oferta y demanda de deuda pública en Castilla. Juros de alca-
balas (1540-1740) (Madrid: Banco de España, 2009), 16. The value given in maravedies: 1,518,800,000 
has been converted to pesos de a ocho.
248 The absence of a large-scale operation to issue and manage debt in the New World, has been evaluated 
by the specialized literature as proof of the backwardness of the fiscal system of the Hispanic Empire in 
America: “The inability to issue official debt and other financial instruments at the local treasury level is 
an important limitation to properly portray the colonial treasuries as representative modern fiscal entities. 
However, given the semi-autonomy fiscal status to allocate their own gross revenues and expenditures, the 
local colonial authorities faced in practice an intertemporal budget constraint, a framework that dictated 
fundamentally the local fiscal dynamics.” Javier L. Arnaut, “Was colonialism fiscally sustainable? An em-
pirical examination of the colonial finances of Spanish America,” Documentos de Trabajo de la Asociación 
Española de Historia Económica, no. 1703 (March, 2017): 23. It should be noted that during the early 
modern era, public debt bonds issued by the Hispanic Empire in Castile and did not have maturity dates. 
If the government did not buy them, or negotiated with the bond holders to restructure the debt with lower 
interest rates, the interests would be paid perpetually. By the end of the XVIIth century, the Real Hacienda 
might have been still paying the interest of debt contracted 150 years ago. Borrowing under these condi-
tions entailed unforeseen consequences. As the Crown of Castile faced ever-increasing expenses during the 
XVIIth century, and it had to pay the interest rates of ancient debt, it was always pressed to increase the 
level of indebtedness. The creation of new bonds was determined by the capacity to increase ordinary taxa-
tion. Whenever the necessities of the Castilian Real Hacienda pressed to find more fiscal resources, the idea 
to expand indebtedness in the Hispanic American Cajas Reales, was brought to the table. The bureaucrats 
wanted to create debt in the New World, and transfer these fresh resources to Madrid. Nevertheless, those 
aware of the state of the affairs in America, usually opposed any measures that would create large amounts 
of debt there.
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ant role in Hispanic America’s royal exchequer. They were usually used to avoid defaults 

due to stock-flow problems within the many treasury offices. Short-term default was a 

common occurrence during the XVIIth century. The figures shown in table 3.13 unequiv-

ocally demonstrate that the Real Hacienda’s most common form of debts contracted was 

short-term. The oficiales reales usually contracted these loans in Lima and Mexico City, 

as the main treasury offices managed the flow of the resources transferred to provincial 

treasury offices. However, there is also plenty of evidence of loans contracted at Havana 

and Manila. Whereas in Castile, the Crown contracted the loans with Genoese and Portu-

guese financiers, wealthy local merchants provided them in Hispanic America. The inter-

est was high, as the minimum expected return was a 12% annual rate.249 Loans provided 

an excellent occasion to make profits with little risk and also incited corruption. Table 

3.13 shows a difference of 15 million pesos, 128% of the registered loans on the income 

side. The number seems too high to account only for the loans’ interests.

Graph 3.15 displays the time series for the préstamos, both for the income and for the 

exchequer’s expenses side.250 Philip III’s reign shows a pattern in which the series seems 

249 For example, the negotiations conducted to find loans in Hispanic America to support the war in Catalo-
nia: AGI, Gobierno, Indiferente General, 2557, 12/27/1645.
250 The table with the time series can be found in the annex: “6.2 Préstamos” on page 517.
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to have been synchronized, presenting expenses that were, on average, 137% higher than 

the income. The interest paid by the Crown seems high. However, the time series’s be-

havior seems in line with the expected results of borrowing with high-interest rates. Philip 

IV’s government shows two cycles: the 1620s and 1630s saw an escalation of the expens-

es related to préstamos. By 1625-1629, 3.21 million pesos, 11.60% of the total revenue, 

were used to liquidate these short-term loans. This spike in the expenses had no answer in 

the income. Are the revenue categorized as unknown, masking a good portion of the loans 

contracted during the first two decades of Philip IV’s reign?

The level of the expenses related to loans recessed, and by 1635 it had returned to the 

previous’ reign levels. However, the revenue increased rapidly. Between 1635 and 1649, 

the margins between the two series are minimal, with an average of 0.15 million pesos. 

During this period, the Real Hacienda reached record-level income and also experienced 

a restraint in the expenses. That trend is clearly reflected here. The 1650s saw another 

increase of the expenses linked to loans, whereas the revenue decreased sensibly. By 

1655-1659 the difference between the series would have surpassed the 2 million pesos. 

After 1660, both series’ trends seem to converge. A sensible decrease of the extraordinary 

means to finance the Real Hacienda’s operation marked Charles II’s reign.251 This trend 

also reflects in the contraction of the revenue related to loans after 1665. During the last 

decades of the century, the préstamos experienced an increase in the revenue side, but this 

time, the expenses followed the revenue trend closely.

What stands out in the graph is how different the two series are. As the loans usu-

ally are considered short-term credit instruments, we would expect an aggregation in 

quinquennial periods to show similar patterns in both series, for there should have been 

enough time to settle the debts. Nevertheless, comparing the two time-series by linear re-

gression yields a value of 66.51% in the determination coefficient.252 As it happened with 

the time series long-term debt, the revenue for the préstamos seems to be underrepresent-

ed. A total figure nearing the 22.36 million pesos received as short-term loans might have 

been closer to reality, 20% under the total expenses.

How did the debt service fare for each of the viceroyalties? Graph 3.16 presents the 

time series for Peru and New Spain.253 The dominance of Peru within this category of the 

251 See: “Graph 2.15. Extraordinary Income of the Hispanic American Real Hacienda. 1600-1699. Per Quin-
quennium, in Millions of Pesos de a Ocho” on page 119.
252 Regression statistics: Adjusted R-Squared: 61.25%; F Statistic: 8.4079E-06; Standard Error: 0.4192.
253 The table with the time series can be found in the annex: “5.6 Debt Service” on page 515.
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expenses is marked. 27.97 million pesos corresponded to debt contracted, for the most, at 

the treasury office in Lima. The figure represents 83.31% of the fiscal category. Of course, 

Peru paid most of the long-term and short-term debt contracted in America. Unsurprising-

ly, the time series for Peru is almost the same as the total. The epicenter of public debt in 

Hispanic America, both short-term and long-term, was the southern viceroyalty. The Real 

Hacienda maintained a high level of expenses in the viceregal capital, and it often found 

itself in need of some credit to pay the situados in Chile, the remissions to Castile, and 

finance the Real Armada del Mar del Sur. The wealthy merchants of Lima participated 

in the finances of the Crown by providing loans to the royal exchequer.254 Of course, they 

benefited from charging high-interest rates to the Real Hacienda.

The structure of public debt was different in New Spain. The time series seems to 

exhibit a stationary behavior with frequent swings, but without structural changes across 

the century. It provided only 5.6 million pesos to cover for the money borrowed by the 

Crown in the New World. The number represents 16.69% of the fiscal category. On av-

254 For a profound insight on the mechanisms that governed the credit provided to the Crown by the mer-
chants in Lima: Margarita Suárez Espinoza, Desafíos transatlánticos: mercaderes, banqueros y estado en el 
Perú virreinal, 1600-1700 (Lima: Pontificia Universidad Católica del Perú, Instituto Riva-Agüero, 2001), 
loc. 5047 - 5287.
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erage, the treasury offices devoted 0.28 million pesos per quinquennium to service the 

debt contracted by the Real Hacienda. The quinquennium 1655-1659 saw the peak of 

the fiscal category in the northern viceroyalty. 0.69 million pesos were devoted to pay-

ing the debt. During the same period, Peru devoted 2.45 million pesos for that purpose. 

The expenses in New Spain represented less than a third of the fiscal category in Peru.  

The graph’s characteristics indicate that the treasury offices in the northern viceroyalty 

paid little to none juros. Instead, the Caja Real in Mexico, for the most part, contracted 

short-term debt to avoid delays in the fiscal transferences that financed the military in 

the Caribbean and the Philippines. However, it seems that the merchants in Mexico city 

did not participate as eagerly as their Peruvian counterparts in public-debt provision. 

The capacity of Mexico city’s merchant to participate in enterprises in the Pacific and 

Atlantic oceans, which provided with opportunities to obtain high return rates over the 

investments, certainly made less attractive the provision of loans to the public exchequer.

3.3.6 Justice and government

The second duty of the sovereign, that of protecting, as far as possible, every member of the society from the 
injustice or oppression of every other member of it, or the duty of establishing an exact administration of 

justice, requires, too, very different degrees of expense in the different periods of society.
Adam Smith.255

Maintaining the government, so that it could provide justice, was a central function of 

the royal exchequer in America. At the beginning of 1602, Antonio de Osorio calculated 

that financing the government in Peru had a yearly cost of 206,801.5 pesos for the Crown. 

In a letter to the Council, the captain proposed the Indians paid the corregidores’ wages 

directly, by taking a ducat per capita from the Indians. The Real Hacienda could save the 

amount needed to pay the justice administration in Peru and free those resources to send 

them to Castile. Answering to the propositions realized by the captain Osorio, the presi-

dent of the Council, the count of Lemos, denied the policy categorically, as

In plain justice, we cannot use this mechanism, as His Majesty has the obligation of 
maintaining justice for the Indians. Thus, the corregidores ought to be paid by His 
Majesty’s Real Hacienda. Furthermore, it is rather inconvenient to charge rents over 
the Indians’ wages.256

255 Smith, The Wealth..., 946.
256 AGI, Gobierno, Indiferente General, 748, 02/14/1602, f. 10 back. [Emphasis added].
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The Crown, asserted the Council’s President, had the inexcusable obligation to pro-

vide and sustain the government in the New World. Funding the governmental structure 

was not a secondary function of the royal exchequer. The king of Castile justified his 

Empire in the New World as the only guarantor for providing justice in these territories. 

Along with the Indian population’s conversion to the catholic faith by the Monarchy and 

the Church’s coordinated efforts, this idea constituted the primary moral substrate that 

gave legitimacy to the Hispanic Empire’s rule in America. Whether these reasons were, 

or were not, ethically and morally justifiable is not a theme discussed here. Many scholars 

have tackled this subject, which constitutes perhaps the most polemic among those drawn 

from America’s conquest and settlement.257

However, this central function of the Empire was hampered by the Real Hacien-

da’s many necessities during the XVIIth century. The size of the expenses needed to pay 

the justice administrators’ wages was often a motive of concern for those that managed 

the royal exchequer’s assets in America. Ruling the New World was not an easy en-

deavor. America’s social and economic realities, which expressed themselves in marked 

differences even between provinces of the same viceroyalty, prompted a policy whose 

enforcement could not be entirely uniform. The institutional arrangement to provide a 

functional government in all the continent showed the capacity to adapt quickly to the 

local conditions. Whether the territories were in the densely populated Mexican and An-

dean highlands, the Caribbean lowlands, or the semi-deserts to the north and the south, 

the Hispanic Empire’s governmental institutions modified their structure to comply with 

the local social and economic conditions.

Thus, the internal structure of the governmental institutions varied heavily across 

the continent. In early-modern Hispanic America, there were Corregimientos almost any-

where in the continent. However, the actual functions this institution performed, its inter-

nal structure, and the capacity to rule over the territory were likely to vary in enormous 

degrees. Consequently, methodological over-simplification might not recover these nu-

ances, explaining these governmental institutions’ general logic.

Establishing a government in a territory of such size and diversity, indubitably meant 
257 Bernal has noted how, in spite of the violence generated by the act of conquest and subjugation, the con-
struction of a governmental system should be balanced as a part of the equation when assessing the merits 
-or lack of them- of the Hispanic Empire in America: “En sentido amplio, Imperio se asimila siempre al acto 
de conquistar y subyugar unos pueblos por otros con intención de gobernarlos y lucrarse a su costa... No 
obstante hay que reconocer que en los diferentes proyectos de Imperio subyace un impulso de civilización 
que completa las estrictas finalidades de poder, dominio y beneficio económico que los crearon.” Antonio 
M. Bernal, España..., 28.
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that the Crown had to transfer some power to the New World. This fact presented a di-

lemma for the Crown, as giving too much authority to the American continent institutions 

could have also propelled the centripetal forces that would end up breaking the Empire. 

The Crown had to find the middle ground between sustaining its executive faculties over 

the institutions and actors in Hispanic America, without hampering the capacity to solve 

the problems related to justice provision at a local level in the New World. Solving the 

conundrum was akin to tightrope walking.

To ensure its government’s functioning in the whole continent, the Crown directed 

the fiscal transfers needed to finance the institutions that comprised the Indias Occiden-

tales’ administrative apparatus. The first branch of the justice expenses was comprised 

of the officers’ wages that managed the government in Hispanic America (salarios de 

justicia). Within the ledgers, the royal officers distinguished between the salarios de jus-

ticia (for the judges, corregidores and viceroys) and the salarios ordinarios (for the Real 

Hacienda officers). The fiscal administration distinguished clearly between the payments 

realized to the bureaucracy that worked within the royal exchequer and those that worked 

in the New World’s governmental institutions. From the viceroys and oidores, seated in 

the main capitals of the Empire in Hispanic America, to the corregidores and alcaldes 

mayores, working in the most isolated corners of the continent, almost every bureaucrat 

of the public administration was paid his wage by the Real Hacienda. Similar to what hap-

pened with the military defense category, dominated by the wages of the soldiers serving 

in Hispanic America, the evidence suggests that this was the most important branch of 

the justice expenses.

The second branch refers to the fiscal transfers realized to sustain the operation of 

the justice courts. In the ledgers, these operations often appear categorized as gastos de 

estrados de justicia. The branch’s funds generally proceeded from the fines dictated by 

the judges and deposited in the provincial treasuries by those indicted.258 The Real Haci-

enda used these resources to pay for the costs derived from the trials, such as the lawyers’ 

fees, the clerks’ work in the tribunals, the wages of the justice agents that enforced the 

sentences, and the copious amounts of paper used in every trial.

The third branch, fábrica de Casas Reales, referred to the buildings’ construction to 

house the courts and the general governmental administration. Philip II mandated that, 

258 See the buenos efectos and penas de cámara branches within: “Table 2.9. Extraordinary Income of the 
Hispanic American Real Hacienda. 1600-1699” on page 116.
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along with the local parish, its justice system should have a seat in every population se-

lected as head of a minor administrative division (Corregimientos, Alcaldías Mayores, 

and Gobernaciones).259 The order also comprised the provincial capitals and main seats 

of government.260 The cities’ spatial organization in the New World dictated a city center 

with the main square that included the physical representation of the Hispanic Empire’s 

two powers: the Crown and the Church. The Real Hacienda marshaled the resources 

needed to build such infrastructure, especially in the continent’s zones that lacked the 

resources to pay with their municipal income the buildings needed for the government to 

function.

Sadly, the current data set is still incapable of accounting for a detailed breakdown 

of the three branches that comprised the fiscal category. The costs of the governmental 

institutions in Central America and the Caribbean, which were significant within the total 

expenses, are not comprised there. Many of the unknown expenses might also be related 

to this fiscal category. Nevertheless, the main characteristics of the justice expenses can 

be drawn from the data available today.

The 24.77 million pesos devoted by the Real Hacienda to finance the governmental 

institutions charged of providing justice in Hispanic America represented 4.08% of the to-

tal fiscal revenue. The costs of the government remained linked to the tributo revenue. Af-

ter the conquest of the Inca and the Aztec Empires in the early XVIth century, the Crown 

used the tributos, which was the most stable of the epoch’s revenue sources, to create and 

finance the new governmental structures of the Castilian administration in America. The 

mechanism was especially true in remote zones with a high concentration of population. 

By enforcing this policy, the Crown transferred many of the risks related to managing the 

tributo proceedings to the local justice administrators. Many repartimientos, often those 

held by private actors, paid the tributo directly to the corregidores and alcaldes mayores, 

who would then discount their salary from that revenue. Finally, they would proceed to 

deposit the surplus in the local treasury offices.

This policy’s enforcement explains the origin of the local government administra-

tors’ fiscal functions, later expanded to other taxation categories such as the commercial 

259 For a definition of the different types of local justice administrations in Hispanic America see: “Figure 
1.2. Administrative Divisions of the Hispanic Empire, c.a. 1650” on page 56.
260 The examples of this pattern of urbanization are countless across the New World. The Hispanic American 
city design was are part of the plan for political centralization undertaken by Philip II. This was enacted in 
1573, with the publication of the ordenanzas for the populations in America. Sara Izquierdo Álvarez, “Fe-
lipe II y el urbanismo moderno,” Anales de Geografía de la Universidad Complutense 13 (1993): 91-103.
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taxes and the royal monopolies. Also, the use of tributo revenue to liquidate the cost of 

the justice system directly would, in the long run, pave the way for these bureaucrats to 

enter into corrupt deals with merchants and other actors, or to act as merchant agents 

themselves.261 A significant proportion of the local government’s salaries lacked control 

from the Real Hacienda, and the bureaucrats usually chose to pay themselves with the 

prime goods and left for the king, those considered second-class. When the Indian popu-

lation faltered at the turn of the XVIIth century, the resources usually used to finance the 

government became scarce. The Real Hacienda had to transfer resources from other fiscal 

categories, such as the quinto de plata, to sustain the government, especially in zones 

whose local fiscal resources could not sustain their governmental institutions.

Graph 3.17 displays the time series for justice expenses. The decrease of the fiscal 

category shown by the graph for Philip III’s reign is severe. At the beginning of the cen-

tury, the Real Hacienda devoted 8% of the total fiscal revenue to pay for the government 

261 Christoph Rosenmüller, “De lo innato a lo performativo: dos conceptos rivales de la corrupción, siglos 
XVII y XVIII,” in Dádivas, dones y dineros. Aportes a una nueva historia de la corrupción en América La-
tina desde el imperio español a la modernidad, Eds. Christoph Rosenmüller and Stephan Ruderer (Madrid: 
Iberoamericana Vervuert, 2016), 61-86. For a good recent review of the topic: Juan Carlos De Orellana Sán-
chez and Julián Andrei Velasco Pedrasa, “Introducción a la historia de la corrupción en el imperio español,” 
Historia y Memoria, no. 19 (July, 2019): 11-22.
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in the New World. When the next reign started in 1621, the category represented only 

2.5%. However, we have to take the time series with a grain of salt. Two main develop-

ments are behind the tendency of justice expenses, especially during the first half of the 

century. Firstly, the reduction of the Indigenous population in the New World affected the 

government’s cost directly.262 The special institutions designed to protect the Indians built 

during the mid-XVIth century started to disappear from many of the Empire’s zones. As 

the special courts and bureaucracy reduced, governmental costs also diminished.

It would be difficult to deny that the fiscal burden supported by Indian communities 

since the XVIth century prompted the individuals to escape and integrate into the mes-

tizo society. The political institutions demanded by these societies were different from 

those needed in the indigenous zones: Ayuntamientos, local corporations representing 

the guilds (diputaciones), notaries to register public deeds, military defenses against the 

hostile tribes in the frontiers, among others. The Crown did not provide exclusively the 

resources needed for these societies to develop institutions. The settlers themselves fi-

nanced a proportion of the costs associated with the government. Secondly, since 1605, 

with the creation of the Tribunales de Cuentas, justice expenses were closely monitored 

by the Contadores de Cuentas working at these institutions. Since the XVIth century, 

many of the misuses of the Hispanic American fiscal assets came from the expenditure 

related to governmental institutions. In April of 1610, the duke of Lerma ordered the 

Council to create new legislation that would limit government expenditure across the 

continent. Until that point, the viceroys could use some of the fiscal resources without any 

Real Hacienda control.263

After 1645, justice expenses in America experienced a slow increase. The com-

mencement of Charles II’s reign in 1664 did not affect the trend that had started since 

Philip IV’s government. Justice expenses peaked again in 1680-1684, almost breaching 

the two-million pesos barrier per quinquennium, representing 5.7% of the total fiscal in-

come. Such a level of resources destined to pay the government had been unknown since 

the beginning of the century. The last years of Charles II’s reign saw a decrease in the 

262 See: “Graph 2.21. Indian Tributo and Population in Hispanic America. 1600-1699. Per Quinquennium, 
in Millions of Pesos de a Ocho and Millions of Inhabitants” on page 131.
263 “...Su Majestad desea saber con puntualidad lo que en esto pasa, manda que se ordene a los virreyes del 
Perú y Nueva España, y a los demás ministros de las Indias que tienen facultad para gastar de la Hacienda 
Real que envíen relación de los gastos extraordinarios que han hecho en los últimos 4 años, y que de aquí 
adelante la envíen en fin de cada año con gran distensión para que se vea la necesidad que hubo de aquellos 
gastos y se les encargue desde luego que se vayan a la mano de ellos como conviene.” AGI, Gobierno, 
Indiferente General, 750, 07/24/1610, f. 4 front.
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fiscal category.

Graph 3.18 presents a breakdown of the justice expenses by viceroyalty.264 Although 

the difference between the two viceroyalties was not enormous, New Spain spent the 

most on providing justice: 14.21 million pesos,  57.36% of the fiscal category. Peru spent 

just 10.56 million pesos financing the government. The two polities’ relative position is 

somewhat surprising, as the wages paid by the governmental institutions in the south were 

significantly higher than in the north. The main feature of the graph is, without a doubt, 

the change experienced in the pattern within the fiscal category. Before 1640, the Real 

Hacienda in New Spain had devoted 4.01 million pesos financing the government, where-

as Peru had spent 5.67 million pesos. Peru was leading during the first four decades. This 

situation changed radically during the second part of the century. New Spain used 10.21 

million pesos, whereas Peru only devoted 4.89 million pesos during the same period.  

The increase of the fiscal category in New Spain is closely related to the Indian popula-

tion’s recuperation. The stagnation in Peru reflects the underwhelming performance of 

the tributos in the southern viceroyalty during the second half of the century.265 The ex-

264 The table with the time series can be found in the annex: “5.7 Justice Expenses” on page 516.
265 See: “Graph 2.22. Indian Tributo in Peru and New Spain. 1600-1699. Per Quinquennium, in Millions of 
Pesos de a Ocho” on page 133.
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pansion of the Real Hacienda’s expenses in the government of New Spain is in line with 

the increasing importance of the northern viceroyalty within the Crown’s fiscal revenue.

To provide a more nuanced assessment of the resources committed by the Crown to 

provide a government in the New World, table 3.14 displays the expenses necessary to 

pay the of the Hispanic Monarchy in America by 1650. The data shows that the wages 

had a total yearly cost of 0.92 million pesos.266 Three institutions were responsible for 

paying these salaries: the Real Hacienda, the Repartimientos, and the governmental insti-

tutions themselves. The royal exchequer contributed with 657,727.18 pesos yearly. The 

local treasury offices, distributed across the continent, paid directly to the bureaucrats the 

amount. It represents 71.34% of the budget needed to pay for the salarios de justicia.

Another 207,878 pesos, 22.55% of the salaries, were allocated directly from the En-

comiendas and Repartimientos. This sum did not enter the coffers of the Real Hacienda. 

Instead, it was distributed to the governmental officers by the owners of these institutions. 

Convenience was the rationale to explain this policy to finance the government. It was 

central to provide the salaries of the government officers working in parts of the Empire 

that possessed indigenous population and were far from the local treasury offices. Finally, 

the 56,387.09 pesos needed to close the budget, 6.12% of the total, were generated inter-

nally by those administrations, either by charging fines and fees or managing some minor 

rents.

The payroll included 1,149 posts, spanning from the high bureaucracy, such as the 

266 The figures do not account for the costs of the Council of the Indies, as the president and the secretaries 
and other clerks were paid directly from the revenue transferred from the Indies to Castile.

Intitutional 
Framework Institutions Posts Administration* Repartimientos* Real 

Hacienda* Total % Real 
Hacienda

Ayuntamiento 2 2 0.00 0.00 248.16 248.16 100.00%
Juzgado de Bienes 
de Difuntos 3 13 206.25 0.00 2,581.62 2,787.87 92.60%

Juzgado General de 
Indios 2 16 0.00 15,403.68 0.00 15,403.68 0.00%

Alcaldia Mayor 190 280 12,318.36 15,340.38 30,502.38 58,161.12 52.44%
Virreinato 2 8 0.00 4,687.50 68,933.82 73,621.32 93.63%
Gobernacion 38 77 4,629.51 16,969.49 88,686.76 110,285.76 80.42%
Corregimiento 222 327 18,518.58 112,014.24 101,324.33 231,857.14 43.70%
Real Audiencia 11 426 20,714.38 43,462.72 365,450.11 429,627.21 85.06%
Total 470 1,149 56,387.09 207,878.00 657,727.18 921,992.27 71.34%
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca Nacional de España, Raros, 3080;  
Biblioteca Nacional de España, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis.

Table 3.14. Annual Salaries of the Governmental Institutions in Hispanic America. 
c.a. 1650
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viceroys of Peru and New Spain, the oidores and presidents of the Reales Audiencias, to 

the most humble notaries whose Ayuntamientos could not even afford to pay their sal-

aries. The average salary paid to those that participated in the government was 799.98 

pesos. The number places the bureaucrats of the government above the administrators of 

the Real Hacienda (756.76 pesos), followed by the officers working at the public works 

(597.65 pesos), and the military (151.03 pesos).

Table 3.15 presents a breakdown of the justice expenses among the three main gov-

ernmental zones of the Hispanic Empire. The data displayed in the table shows the com-

plex nature of the Hispanic Empire’s local administration in America. To better under-

stand the distribution of the governmental structure across the continent, map 3.5 displays 

the 222 Corregimientos, with purple dots, 190 Alcaldías Mayores, in red dots, and 38 Go-

bernaciones, with brown dots, as well as the other institutions that composed the system. 

A yellow polygon represents the Hispanic Empire area, whereas a white line draws the 

provincial limits. At least 684 bureaucrats worked in the local administration of the His-

panic Empire in America. The number represented 59.53% of the workforce within the 

entire justice system. Only 43.24% of the total allocated budget served to pay for these 

wages. To finance them, the Real Hacienda provided 52.44% of the funds to the alcaldes 

mayores, and only 44.24% of the salaries for the corregidores.267 The Cajas Reales often 

paid the gobernadores directly, as the royal exchequer was responsible for providing 

80.42% of their annual wages.

The continent’s central administration and high-bureaucracy consumed more than 

half of the resources devoted to the fiscal category. Four hundred twenty-six offices were 

provided in the eleven Reales Audiencias distributed across the continent, green circles 
267 The Corregimientos were normally located in zones with Indian population and thus where the tributo 
income was used to finance the local government. Thus, the Corregimientos were the only main govern-
mental institution in which the Real Hacienda did not pay for the majority of the salaries.

Government Institutions Posts Administration* Repartimientos* Real 
Hacienda* Total* % Real 

Hacienda
Peru 112 401 35,490.07 140,868.28 305,859.87 482,218.22 63.43%
New Spain and 
Philippines 265 489 13,815.71 63,884.72 144,073.58 221,774.01 64.96%

Central America and 
the Caribbean 93 259 7,081.31 3,125.00 207,793.73 218,000.04 95.32%

Total 470 1,149 56,387.09 207,878.00 657,727.18 921,992.27 71.34%
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca Nacional de España, Raros, 3080;  
Biblioteca Nacional de España, Manuscritos, 2734.
*All values in Pesos de a Ocho of 272 Maravedis.

Table 3.15. Spatial distribution of the Governmental Structure in Hispanic Ameri-
ca, c.a. 1650
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in map 3.5. These offices’ wages, combined with the viceroys and their aides, represented 

with blue dots, accounted for 54.7% of the budget. The Real Hacienda was almost entire-

ly responsible for paying for the wages of the high bureaucracy. It provided 85.06% of 

the resources needed in the Audiencias and 93.63% of the salaries for the viceroys. The 

royal exchequer directed as much as 55% of its justice expenses to finance the Audien-

cias. The number of offices created in that particular institution and the resources devoted 

to finance them show that they were considered central for the New World’s governance.

Perhaps what stands out the most in map 3.5 are the marked differences in the insti-

tutions’ distribution among the viceroyalties and the Audiencias Pretoriales in Hispanic 

America. The high density of markers appreciated in New Spain is a testament to the vast 

bureaucratic apparatus situated there. Contrastingly, in Central America and the Carib-

bean, the governmental framework was lighter, except for Guatemala’s provinces. Peru 

presents a very balanced spatial distribution of the government institutions, as even at this 

scale, they seem to spread evenly in the core zones of the southern viceroyalty.

Graph 3.19 shows the distribution of the governmental institutions’ ordinary expens-

es, the number of institutional frameworks, and the offices in America. Peru concentrated 

23.83% of the total installed institutional frameworks in the continent and 34.9% of the 

Peru
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Graph 3.19. Justice and Governmental Structure of the Hispanic American Real 
Hacienda, by Government. c.a. 1650

Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos], 1632-1634; Biblioteca Nacional de 
España, Raros, 3080; Biblioteca Nacional de España, Manuscritos, 2734. Values from table 3.15.
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installed workforce within the Indies’ justice system. However, the southern viceroyalty 

surpassed the cost for the Real Hacienda all the other zones: it accumulated 46.5% of the 

total cost. The average salary of a bureaucrat working in Peru was 1,202.54 pesos, the 

highest among all the continent’s wages. Central America and the Caribbean contained 

19.79% of the institutional frameworks and 22.54% of the offices. However, the cost of 

the Real Hacienda offices in the area of the Audiencias Pretoriales was high. The royal 

exchequer allocated 32% of the fiscal category to pay for the government there. Table 

3.15 indicates that the Real Hacienda was almost the sole source of government resourc-

es in the Caribbean and Central America. The average wage paid to the bureaucrats was 

841.7 pesos per year. New Spain concentrated 56.38% of the government institutional 

frameworks in place in the New World. It also possessed 42.56% of the offices.  The Real 

Hacienda allocated only  21.9% to pay the wages of these bureaucrats. The average yearly 

salary of a bureaucrat working at the government in New Spain was only 453.53 pesos.

3.3.6.1 Peru

The governmental framework in Peru had 95 Corregimientos, 9 Gobernaciones, 4 Reales 

Audiencias, 2 Juzgados de bienes de difuntos, and a Juzgado general de Indios. A total 

of 401 bureaucrats worked there. To better appreciate Peru’s governmental institutions’ 

location, map 3.5.a presents a close up of the viceroyalty. The white lines represent the 

provinces that composed Peru, whereas the gray lines delimit the Corregimientos. The 

frequency of the governmental institutions in Peru (112) is not that different from the 

number encountered in the Audiencias Pretoriales (93) but contrasts with the number 

reached in New Spain (265). In the districts of Central America and the Caribbean, these 

institutional frameworks piled up around the Andean zone in Tunja and Santa Fe and the 

Guatemalan highlands. The Caribbean was almost devoid of governmental institutions. 

Contrarily, in Peru, the government seems to have been harmoniously distributed across 

its enormous territory.

Another characteristic sets apart the southern viceroyalty from New Spain and the 

Audiencias Pretoriales: the cost of the annual salaries paid to the bureaucrats. The gov-

ernment needed at least 482,218.22 pesos to finance its wages in Peru. The figure rep-

resents 52.3% of the total cost of the governmental salaries in the entire continent and the 

Philippines. The budget allocated to pay for the government in New Spain was less than 
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half of the amount needed for the same reason in Peru. The Real Hacienda contributed di-

rectly with 305,859.87 pesos, representing 63.43% of the total budget needed to pay these 

bureaucrats. The other 140,868.87 pesos were transferred directly by the Repartimientos 

of the viceroyalty. Finally, the institutions provided 35,490.07 pesos from their resources. 

The percentage contributed by the royal exchequer to this fiscal category (63.43%) saw 

levels similar to those provided by the Real Hacienda in New Spain (64.96%).

The average annual salary paid to the bureaucrats in the southern viceroyalty was 

exceptionally high. Map 3.5.a shows that we categorized 25 local justice administrations 

within the mid-tier, according to the level of their salaries. The budget needed to pay the 

Corregimientos and Gobernaciones was 216,726.69 pesos, 44.95% of the total expense 

allocated for the viceroyalty’s fiscal category. The number contrasts with the 83,321.95 

pesos needed to pay the salaries in the Alcaldías Mayores, Corregimientos, and Goberna-

ciones in New Spain, 37.57% of the salarios de justicia in the northern viceroyalty. Thus, 

it is safe to affirm that both proportionally and in the total, local justice administration in 

Peru was better funded, and more costly, than in New Spain.

The province of Cuzco, located in the southeast of the Audiencia de Lima district, had 

been the main seat of government for the Inca Empire. It was also a province in which a 

significant proportion of the Indian population of Peru resided. There, 16 Corregimientos 

composed the governmental structure. Twenty-three bureaucrats worked in the province, 

and their salaries had a cost of 32,481.25 pesos. To finance this amount, the Repartimien-

tos provided 20,390.63 pesos, whereas the Real Hacienda transferred 11,328.13 pesos. 

Finally, the fines received in Carabaya and Vilcabambas paid the rest (762.50 pesos). The 

participation of the royal exchequer, 34.88%, was among the lowest of the viceroyalty. 

The average salary in Cuzco was 1,421.22 pesos. We can compare these numbers with 

the Oaxaca province in New Spain, whose 40 bureaucrats had an annual cost of 8,350 

pesos, 208.75 pesos per office. The abysmal difference between the salaries of the two 

indigenous zones of the viceroyalties cannot be explained only due to price inflation in 

Peru. Although part of the causality resides in the massive amounts of silver produced in 

Potosí, there was also a policy that maintained high salaries in Cuzco and low costs in 

Oaxaca’s government.

In the province of Lima, the salaries of the government had a yearly cost of 165,577.34 

pesos. This figure made the governmental institutions based in that province the most ex-

pensive within the Hispanic Empire in America. One hundred sixteen bureaucrats worked 
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there. A greater concentration of governmental offices was only found in Mexico’s prov-

ince -but with lower salaries. To finance the provision of justice in Lima, the Crown trans-

ferred the governmental institutions 114,705.88 pesos from the main treasury office in the 

viceregal capital. The Repartimientos paid 40,595.50 pesos directly. The other 10,275 had 

origin in the fees and fines charged by each institution. The average salary in the prov-

ince was very similar to the number found for Cuzco: 1,427.39 pesos. 9 Corregimientos 

comprised the local justice administration in Lima’s province. They demanded 18,521.79 

pesos. The Real Hacienda paid the gobernador in Huaylas 1,562.50 pesos. Besides its 

Corregimiento, called the Cercado, Lima served as the seat of the viceroy of Peru, the 

Real Audiencia, the Juzgado general de indios, and the Juzgado de bienes de difuntos. 

This concentration of institutional frameworks within one city, as shown in map 3.5.a, 

had no parallel in the New World.

The yearly 93,351.51 needed to pay the Real Audiencia de Lima wages, converted 

it into the most expensive institutional framework in the continent by a large margin, 

followed by the Real Audiencia in La Plata. Seventy-three officers, with eight oidores, 

four alcaldes de corte, two fiscales, the alguacil mayor, and many clerks composed this 

high court of justice. The Repartimientos paid as much as 11,115.81 pesos, and 8,8901.11 

pesos from the Audiencia’s fines, partially financed its operation. The Caja Real of Lima 

paid the rest, 73,345.99 pesos, mainly to high-level bureaucrats.

Moreover, the viceroy of Peru was paid 41,360.29 pesos annually at the treasury 

office. The salary was the highest assigned in the New World by the Hispanic Empire. 

The Crown chose the viceroy of Peru among the middle and high ranks of the peninsular 

nobility. Although many Peruvian viceroys were designated directly in Madrid to serve 

the position in the New World, it was also customary to nominate to the position those 

that had served correctly as viceroys in New Spain. Once they had gained experience in 

the Indies government, possibly by committing a fair amount of errors in the northern 

viceroyalty, they were deemed competent enough to hold the most crucial office in the 

Hispanic Empire in the continent.268

The viceroyalty of Peru encompassed many territories, and the conditions of the 

governmental institutions among its provinces varied heavily. Precisely to provide some 

nuance to the analysis of the zone, we present a review of one of the southernmost frontier 

268 The number of examples is ample, but I will mention here the marquises of Montesclaros and Guadal-
cázar; the counts of Salvatierra and Alba de Liste.
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of the Empire: the province of Concepcion. There, five institutions, four of which were 

Corregimientos (Chiloé, Chillán, Talcahuano, and Concepción) and the Gobernación in 

Valdivia, composed the local government. The province’s government had a total cost of 

2,647.06 pesos and was composed only by five bureaucrats. The average salary of those 

serving there was 529.41 pesos. We noted previously how the Indian population rebelled 

against the Hispanic regime since the mid-XVIth century in the Arauco region.269 As there 

were no tributes to pay for these local justice administrations, the officers were paid en-

tirely by the treasury office located in Concepción. Many characteristics of this province 

are similar to those found in the Caribbean. The level of the salaries, the scarce presence 

of governmental institutions in the territory, the dependency on resources coming from 

the Real Hacienda, and perhaps being transferred from another province, as well as the 

massive presence of presidios in the zone, are akin to those in the Audiencia de Santo 

Domingo and Nueva Granada.

3.3.6.2 Central America and the Caribbean

The area ruled by the Audiencias Pretoriales had 93 governmental institutions. The an-

nual salaries amounted to 218,000.04 pesos, representing 23.64% of the global justice 

expenses in Hispanic America. The cost of the salarios de justicia in the Caribbean and 

Central America were almost identical to the expenses allocated to pay for the govern-

ment in New Spain. Nevertheless, the Audiencias Pretoriales had only a third of the 

installed institutions compared with the northern viceroyalty. Also, the offices allocated 

there represented 52.9% of those found in the northern viceroyalty. The differences with 

New Spain do not stop there. The strategies to finance the governmental institutions in 

the Audiencias Pretoriales followed a different pattern. Whereas in New Spain, the Real 

Hacienda contributed with 64.9% of the resources needed, within the areas shown in map 

3.5.b, the royal exchequer paid almost the entirety of the wages: 95.32% of the funds 

necessary to pay the bureaucrats came directly from the treasury offices. It might seem 

that the viceroyalties possessed higher concentrations of indigenous communities, able to 

support the government through their institutions. Nevertheless, this would not be entire-

ly adequate to explain the differences in expenditure patterns. The most populated zones 

of Central America, such as the provinces of the district of Guatemala, possessed densely 

269 See: “3.3.1.1 Peru” on page 174.
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populated indigenous zones.

Precisely, we begin this assessment of the Audiencias Pretoriales by analyzing the 

province of Guatemala. There, the local justice administration included 15 institutions. 

They comprised eight Corregimientos, with a cost of 1,600 pesos, 5 Alcaldías Mayores, 

which needed 4,410.32 pesos to function. The Ayuntamiento in Guatemala city received 

110.29 pesos from the Real Hacienda so that it could afford to pay a portero. Finally, the 

Real Audiencia situated in the capital employed 36 officers, among them the president, 

who was also governor and general-captain, and five oidores. The salaries of the Audien-

cia had a cost of 23,731 pesos. The salarios de justicia in the province of Guatemala had 

a total cost of 29,852.23 pesos. The fiscal category also demanded 11,402.35 pesos in the 

other provinces of that Audiencia district (Soconusco, Honduras, Nicaragua, and Costa 

Rica). The Real Hacienda provided the entirety of these funds in the four local treasury 

offices located there. Despite the existence of several Repartimientos in the zone, revenue 

coming from these institutions was not used to maintain the government. Instead, the 

Crown provided the resources exclusively. Of course, this policy’s reasons reside in the 

local elites’ role, as they were the Crown’s main supporters against the foreign and inter-

nal threats.270 As noted before, the Crown had delegated many of its competences to the 

encomenderos of the zone.

Santa Fe constituted a core province within the Audiencias Pretoriales. There, the 

local justice administration was composed of 16 Corregimientos whose wages had a total 

annual cost of 13,811.03 pesos. In the strategic Gobernación of Muzos and Colimas, the 

leading production site for emeralds in the New World, the Real Hacienda paid 3,308.82 

pesos to the governor. The Real Audiencia that oversaw justice provision in the New 

Kingdom of Granada, resided in Santa Fe de Bogotá. A total of 33 officers worked in 

the institution. This number includes the president, with the same aggregated titles as 

the Guatemalan president, and six oidores. The salaries’ total annual cost was 36,217.94 

pesos, all of them paid in the Caja Real in Bogota, except for the escribano de registros, 

whose wage of 827.21 pesos came from the fees derived from his work. Finally, the Juz-

gado de Bienes de Difuntos resided in the City, and the royal exchequer financed it en-

tirely. In the province of Santa Fe, the annual salaries had a total cost of 55,555.81 pesos. 

The wages of the 56 officers working for the government there, perceived an average of 

992.06 pesos per year. They were significantly higher than in all the other areas in Central 

America and the Caribbean, analyzed in the preceding paragraphs. The conditions of the 
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governmental institutions in Santa Fe and Tunja seem to be in line with Peru’s numbers.

The Corregimientos and Alcaldías Mayores constituted the backbone of the Hispanic 

Empire. Nevertheless, in the Caribbean provinces, there seems to be a complete vacuum 

of local territorial administrations. The entire district of the Audiencia of Santo Domingo 

contained just 11 governmental institutions. If the two Caribbean provinces of the New 

Kingdom of Granada, Cartagena, and Santa Marta, are added, the number increases to 

merely 15.  The institutions financed by the Real Hacienda in the Caribbean were 12 Go-

bernaciones, which received 36,189.34 pesos. The Alcalde Mayor in Santiago de los Ca-

balleros received a wage of 689.34 pesos, which came from the local population’s fines. 

The Ayuntamiento in Cartagena that received 137.87 pesos to cover the annual salary 

of the local notary. The primary governmental institution in the Caribbean was the Real 

Audiencia in Santo Domingo. It employed 23 officers, including the president and four 

oidores. To maintain this court, the Crown spent 18,102.02 pesos per year. This Audiencia 

was the least expensive in the continent, despite being the oldest and the most notorious 

when establishing legal paradigms for the Indies’ laws. The Caja Real at the district’s 

capital paid these salaries directly.

55,942.46 pesos per year were needed to pay the 56 officers employed in the entire 

Caribbean’s governmental institutions.  The average wage paid in the area was 998.97 

pesos, more than the double than the average wage in New Spain. The area covered by 

these local justice administrations was vast, but the Crown remunerated the increased 

responsibility level accordingly. The Real Hacienda paid 51,604.23 pesos in the Cajas 

Reales of the zone, whereas 3,125 pesos came from Indian Repartimientos located in the 

Cumaná and Venezuela provinces. Finally, the administrations provided 1,213.24 pesos 

of their funds.

Panama constituted the final governmental center in the region. The district of this 

Audiencia was the smallest among the dominions of the Hispanic Empire in the continent. 

Nevertheless, the Real Audiencia that resided in Panama city was the most expensive of 

the whole area. The president, four oidores, and another 21 officers composed it. Their 

salaries had a cost 37,227 pesos. Three Alcaldías Mayores (Portobelo, Santiago de Nata, 

and Los Santos) comprised the district’s local justice administration. They consumed 

2,905.88 pesos, and the Gobernación of Veragua, with a cost of 1,654.41 pesos. The sa-

larios de justicia in Panama had an aggregated cost of 41,787.19 pesos. The Crown was 

responsible for financing the total sum, minus the 803 pesos perceived by the portero of 
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the Audiencia, paid with the fines charged at the court. To solve these necessities, the king 

possessed substantial revenue from the commercial taxes charged at the fair in Portobelo 

and some other extraordinary rents, such as oficios vendibles y renunciables.

Nevertheless, the military defense in the district rendered these assets inadequate to 

sustain the accumulated burden. During the XVIth and XVIIth centuries, the Audiencia de 

Panamá district was pivotal in the Imperial design. Most of the commercial traffic and 

communications with Peru circulated between Portobelo and Panama City, and vice-ver-

sa.271 As the district was the valve that regulated the exchanges between Castile and Peru, 

justice and fiscal administration in the zone was a priority for the Crown. The president of 

the Audiencia had extended powers to intervene in the fiscal resources coming from Lima 

so that he could redirect the bullion to pay for the necessities in the district.

After this analysis, the government’s situation in some areas of the Audiencias Pre-

toriales might seem inadequate. The number of institutions and officers might have been 

insufficient to correctly enforce justice in the area, especially in the Caribbean. Never-

theless, the region’s correct appreciation is incomplete if we do not consider two other 

institutional arrangements of the Hispanic Empire. First of all, the Caribbean and Pan-

ama’s military institutions overshadow those belonging to the government. Indeed, we 

find a stark difference when comparing the maps presenting the governmental institutions 

(3.5.b) and containing the defensive system in the area (3.3.b).272 The resources devoted 

to financing the defenses were also vastly superior to those spent in the government. Sec-

ondly, the Audiencias Pretoriales exhibit a colonization pattern that might not be found 

elsewhere in the Hispanic Empire. Whereas governmental institutions’ presence was lim-

ited, a myriad of small cities and towns covered the area. The Crown had given the right 

to these populations to form Ayuntamientos. These institutional frameworks were the real 

core of the Hispanic presence in the area.

Map 3.5.b.1 shows the 99 Ayuntamientos located within the Audiencias Pretoriales 

by 1650. The district of the Audiencia de Santo Domingo presents a clear contrast: its 47 

Ayuntamientos occupied a space in which only 11 royal governmental institutions existed. 

In the contiguous provinces of Cartagena and Santa Marta, the Caribbean part of the New 

Kingdom of Granada, where only four governmental institutions were in place, 14 Ayun-

271 Carlos Álvarez Nogal, “Mercados o redes de mercaderes: el funcionamiento de la feria de Portobelo,” in 
Redes y negocios globales en el mundo ibérico, siglos XVI-XVIII, Coords. Nikolaus Böttcher et. al.,  (Ma-
drid: Vervuert Iberoamericana, El Colegio de México, 2011), 70-72.
272 “Map 3.3.b. The Defensive System in Central America and the Caribbean, c.a. 1650” on page 184.
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tamientos, most of them on the Magdalena river basin, filled the gaps left behind by royal 

justice. The complex geographical composition of the provinces in Santo Domingo’s gov-

ernmental district, situated between the Meta and Orinoco basins, and the Major Antilles 

in the Caribbean, combined with the absence of a highly concentrated Indian population, 

and a lack of precious metals, permitted the apparition of many small Ayuntamientos in 

the area. By the second half of the XVIIth century, these institutions had a long tradition 

of self-government. After all, the seats of the Audiencias were far away, and the king’s 

justice was not overly present. These institutions managed to maintain relative indepen-

dence from the central government in Madrid.273

3.3.6.3 New Spain

New Spain concentrated 56.38% of the total governmental institutions and 42.56% of 

the justice administration system offices. Nevertheless, the salaries were not high: the 

average was only 453.53 pesos, which positioned the public administration of New Spain 

273 Incidentally, it comes as no surprise that these were the zones where the independence movements de-
veloped the earliest at he turn of the XIXth century.
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well below the general average.274 Map 3.5.c displays a magnification for the territories of 

New Spain. We have represented the territorial limits of the local justice administrations 

with gray lines. Zones densely populated by Indian communities possessed a high con-

centration of governmental institutions.

Nevertheless, the salaries of the bureaucrats serving there were low. For instance, 

public administration in the province of Oaxaca, to the south of the viceroyalty, was one 

of the most densely populated of the New Spain around the Central Valleys, the Zapo-

tecas’ home, had a minimum aggregated yearly cost of 8,350 pesos. The Real Hacienda 

contributed with 4,850 pesos. The repartimientos paid 2,700 pesos directly to the corre-

gidores. Finally, these local justice administrations were responsible for finding the 800 

pesos needed to close the budget. The salaries of the 23 corregidores that oversaw justice 

administration in the Indian communities of Oaxaca had a cost of 4,450 pesos, whereas 

the 14 alcaldes mayores comprised within the province received 3,900 pesos. The differ-

ence is notorious, and the size of the red markers perfectly shows it in map 3.5.c. Whereas 

the alcaldes mayores, generally linked to mestizo and European towns and cities, had an 

average salary of 278.57 pesos, the corregidores in Indian zones received just 193.48 

pesos on average.

The level of the salaries and the notorious population decline experienced in the 

communities during the first half of the XVIIth century prompted for the disappearance 

of many local justice administrations. This process led to the fusion of many adjacent 

Corregimientos in a sole administration with a better salary. Moreover, the existence of 

cochineal production in the western zone of the province led to many of the classic sys-

tems of repartimiento de mercancías. The same bad economic institutions the literature 

has identified as the source of corruption in colonial Mexico.275 While the justice system’s 

situation seems grim in the Oaxaca province, the Crown maintained a functional territo-

rial government, which reached even the most isolated zones of the High Mixteca, with 

fairly negligible costs. This province’s situation was fringe, and similar conditions were 

hardly found elsewhere in the viceroyalty.

We present an analysis of Mexico’s province to show the marked differences among 

the provinces’ justice expenses. The enormous province of Mexico spanned from Panuco 

in the Gulf to Acapulco in the Pacific. It comprised the core of the ancient Aztec empire, 

274 It should be noted that the values of the governmental institutions of the Philippines have been aggre-
gated to the New Spain.
275 Acemoglu and Robinson, Why Nations Fail...
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and its very center housed the viceregal capital. The province’s governmental salaries had 

a total yearly cost of 114,602.74 pesos, the second most expensive province to administer 

within the Hispanic Empire in the continent, just behind Lima. The government provided 

189 offices in the province of Mexico. The figure also represented the highest concentra-

tion of bureaucrats in all the provinces of the continent and the Philippines. The Real Ha-

cienda provided 96,156.56 pesos, whereas the Repartimientos paid only 13,646.18 pesos. 

The administrations financed the rest, 4,800 pesos, with their funds. Forty-seven alcaldes 

mayores administered justice in the province. They had an allocated budget of 12,853.68 

pesos, the average salary being 273.48 pesos. There were also seven corregidores, whose 

annual wage consumed 1,887 pesos, the average is 269.57 pesos. Contrary to Oaxaca’s 

situation, there was virtually no difference in the salaries perceived by those administer-

ing justice in the Indian communities of the Toluca valley and those in the predominantly 

mestizo region in Mexico’s province of the Bajío, to the north of the capital.

In Mexico City, the viceroy of New Spain received his annual salary, 27,573.53 pe-

sos, in good money paid at the main treasury office. Some of the aids to the viceroy also 

received a perception from the Real Hacienda. Perhaps more importantly, the Crown paid 

85 different offices in the Real Audiencia de México. It had a total cost of 48,291.76 pesos. 

The royal exchequer funded almost entirely the annual salaries paid to 8 oidores, four 

public prosecutors, and many clerks that worked at the court. Only 255 pesos, to pay the 

canciller and the secretario de registros, came from the Repartimientos. The Caja Real 

paid the rest of the salaries.

To the northwest of the viceroyalty, the province of New Galicia comprised the fer-

tile basin of the Chapala-Lerma region, heavily populated, and the semi-desert northern 

areas. The governmental structure was composed of 32 Alcaldías Mayores, 13 Corregi-

mientos, and the Real Audiencia at Guadalajara, the provincial capital. The total cost of 

the wages was 32,453.59 pesos. The Real Hacienda provided 21,026.65 pesos, mainly 

allocated at the Caja Real to pay the Audiencia’s wages, whereas the Repartimientos 

contributed 4,890 pesos. In the mining area of Zacatecas, the governmental institutions 

could generate their resources, and these administrations contributed with 6,536.93 pesos 

to pay for the wages of the alcaldes mayores residing there. The patterns of territorial 

occupation in the north caused the development of ample local justice administrations, 

with the notable exception of Culiacán in New Biscay. Also, mining centers in New Ga-

licia, New Biscay, and northern Michoacán prompted higher salaries in the governmental 
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institutions, as the prices in these zones were also higher.

Even within New Spain, the institutional composition varied greatly: in the rural 

areas of the Oaxaca province, most of the population was Indian and lived in isolated 

communities, and practiced agriculture for self-consumption. Corregidores and alcaldes 

mayores whose wages were utterly underwhelming administered justice. They entered 

corrupt deals with merchants and other actors to exploit the communities through mech-

anisms such as the repartimiento de mercancías. Contrary to this, in the mining plateau 

of New Galicia, the population was mainly composed of mestizos working in production 

units for a wage. They paid no tributes and lived in thriving cities linked to the global 

market.

3.3.6.4 Ruling an overseas empire

The efforts related to building an Empire in the New World were closely related to im-

plementing an administrative network capable enough to permeate the communities and 

control the territories. The analytic model has centered the problem on the bureaucracy’s 

action as a critical factor to explain the success or the failure to expand the capacity of 

the state.276 Those bureaucrats who had obtained their appointments from the central au-

thority, deployed to territories outside of their original communities, were more likely to 

collaborate on implementing state-building efforts, such as executing orders related to 

taxation. On the contrary, when the central power delegated the territorial government 

to the local elites, they were prone to resist the orders coming from their superiors in the 

central bureaucracy.277 An officer might indeed forget its allegiance to the king and his 

duty regardless he had received his nomination in Madrid or Lima. However, the capacity 

of the government to remove him from office might have varied considerably. Another 

key feature of the government in the Indies was that the decision-maker that chose the 

bureaucrat was, for the most part, responsible for financing its wages. If there were cases 
276 “States are composed of networks of administration that extend over territory and penetrate society, 
reaching from the central bureaucracy into communities where the state seeks control. Particularly where 
technologies of communication, transportation, and administration are of poor quality, the national leader-
ship must rely on representatives of some sort to carry out administrative functions throughout the national 
territory.” Hillel David Soifer, State Building in Latin America (New York, NY: Cambridge University 
Press, 2015), 61.
277 M. Hechter points out; “Empires and premodern states resorted to a mix of governance strategies 
throughout their realms. Regions closest at hand to the court often could be ruled directly by the centre (in 
feudal states, they often constituted the king’s demesne). For regions at a distance, however, the centre was 
compelled to rely on some form of indirect rule.” Michael Hechter, Containing nationalism (New York: 
Oxford University Press, 2004), 27.
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of misconduct, the Crown had the power to stop providing funds to the administration 

implicated in the transgressions and order an audit through a visita or a residencia.

Table 3.16 shows the data for the governmental structure of the Empire in America 

during the year 1650. We have categorized the arrangement by the actor who decided the 

appointment for each office (decision-maker). The columns display the number of officers 

(n) and the value of their salaries. The files’ categories are the three main governmental 

areas of the Hispanic government in the continent (Peru, New Spain, Central America). 

The arrangement provides a break-down of the appointments realized per institutional 

framework. The table assesses the governmental offices designated in Madrid (King and 

Council), those distributed in the New World, either in the seats of government (Viceroy, 

President of the Audiencia) and locally (Governor, Internally Elected by other Officers, 

Marquis of the Valley of Oaxaca). The last column shows the posts that the Real Hacienda 

sold and whose appointment was not a choice of the government, but a property of each 

buyer.

To better assess the table’s results, graph 3.20 presents the total number of offices 

and the salaries’ value. We have grouped the data by the appointment decision-maker to 

show the proportion of offices and the ordinary expenses decided in Madrid, the viceregal 

courts in America, and the local level. The data shows that only 198 offices, a mere 17% 

of the total payroll, were decided at Madrid’s Court. The graph also shows that the offices 

handed out in Madrid paid the most: these 198 positions concentrated as much as 65% of 

King and 
Council

17%

Viceroy
26%

President of 
the Audiencia

20%

Governor
3%

Internally 
Elected by 

other Officers
7%

Marquis of the 
Valley of 
Oaxaca

1%

Vendibles
26%

Number of Offices

King and 
Council

65%

Viceroy
24%

President of 
the Audiencia

7%

Governor
1%

Internally 
Elected by 

other Officers
3%

Marquis of the 
Valley of 
Oaxaca

0%

Ordinary Expenses

Graph 3.20. Offices and Value of the Salaries by Decision-Maker of the Appoint-
ment, c.a. 1650

Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos], 1632-1634; Biblioteca Nacional de 
España, Raros, 3080; Biblioteca Nacional de España, Manuscritos, 2734. Values from table 3.16.
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Vendibles

Institution n Value* n Value* n Value* n Value* n Value* n Value* n
Virreinato 1 41,360.29 5 4,687.50 1
Real Audiencia 39 180,314.53 22 22,294.52 36 9,389.84 10 937.50 80
Corregimiento 19 45,695.90 88 115,482.88 13 4,659.93 46 19,564.45 8
Gobernacion 7 24,420.96 7 5,156.25 1 965.07 4 781.25
Juzgado de Bienes de Difuntos 1 7 569.85 1
Juzgado de Indios 5 5,937.50
Sub-total 66 291,791.68 127 153,558.65 51 15,014.84 67 21,853.06 90

Institution n Value* n Value* n Value* n Value* n Value* n Value* n
Virreinato 1 27,573.53
Real Audiencia 45 87,588.31 2 13,355.29 3 468.75 71
Alcaldía Mayor 9 3,328.68 118 25,354.04 49 15,254.33 18 4,461.03 1 200.00 46
Corregimiento 34 8,691.41 36 5,750.00 13 2,650.00 13
Gobernacion 6 11,261.40 3 5,213.24 7 1,065.91 1 91.91 2
Juzgado de Indios 10 9,466.18 1
Sub-total 61 129,751.91 167 62,080.16 85 21,004.33 25 5,526.94 4 560.66 14 2,850.00 133

Institution n Value* n Value* n Value* n Value* n Value* n Value* n
Real Audiencia 39 112,875.43 10 1,503.05 4 900.00 65
Alcaldia Mayor 7 5,437.16 1 2,205.88 30 1,920.00 1
Corregimiento 2 3,608.82 1 1,000.00 50 24,753.75 4
Gobernacion 23 55,991.54 2 4,963.24 12 2 375.00
Ayuntamiento 2 248.16
Juzgado de Bienes de Difuntos 3 2,218.01 1
Sub-total 71 177,912.95 2 3,205.88 92 33,140.03 12 11 3,741.18 71

198 599,456.54 296 218,844.69 228 69,159.20 37 5,526.94 82 26,154.90 14 2,850.00 294

*All values in Pesos de a Ocho of 272 Maravedis.

Peru

New Spain

Central America and the Caribbean

Total

Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca Nacional de España, Raros, 3080;  Biblioteca Nacional de España, Manuscritos, 2734.

Governor Internally Elected 
by other OfficersGovernment Marquis of the 

Valley of OaxacaKing and Council Viceroy President of the 
Audiencia

Table 3.16. Number of Offices and Ordinary Expenses, Ordered by the Decision-Maker of the Appointment and District of the Government, c.a. 1650
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the total value of the New World’s governmental wages. If the logic is that a position that 

entailed more responsibilities paid more, then this ratio shows that the offices distributed 

through the Consejo de Indias were of those that accumulated more obligations and, thus, 

more power.

The king and the Council had the right to select both viceroys. The institutions that 

were amongst the most crucial for the New World’s governance, the Reales Audiencias, 

received 123 appointed positions directly from Madrid. Among others: the nine presi-

dents,278 the 57 oidores, and eleven fiscals. Those were, precisely, the governmental posi-

tions that possessed actual power in the New World, as they got to legislate in civil, penal, 

and fiscal matters; they chose how to enforce the orders from the king in Madrid; and, of 

course, distributed most of the offices in the local administration. The king also appointed 

most of the key positions in the local governmental administration. The corregidores and 

alcaldes mayores chosen at the Court in Madrid were situated either at the main cities 

of the Empire in America (Cuzco, Quito, La Paz, Guatemala),279 the ports that served as 

commercial hubs (Guayaquil, Acapulco, Veracruz), and the zones that produced precious 

metals (Potosí, Porco, Zacatecas, San Luis Potosí). Finally, 34 out of the 38 governors 

in the New World, such as those serving at Cartagena, Havana, Santiago de Cuba, Asun-

cion de Paraguay, Caracas, and Buenos Aires, were also designated in Madrid. The total 

cost of the bureaucrats’ salaries designated by the Crown, 599,456.54 pesos, represents 

91.14% of the Real Hacienda’s total amount to pay for the government’s ordinary expens-

es by 1650.280 The figures point to a general policy: if the royal exchequer financed the 

office’s wages, the king had the right to choose the occupant. Whereas, if the resources 

had originated from the prehispanic taxation systems, the appointment was likely to fall 

into the viceroy’s hands or the Real Audiencia president. The Real Hacienda functioned 

as a tool to centralize the election of crucial positions in Madrid.

The viceroys and presidents of the eleven Audiencias handed 524 out of the 1,149 

positions in the continent (45.6%). However, the offices commanded from the seats of 

power in the continent consumed only 288,003.89 pesos, out of the total 921,992.27 pesos 

278 Although there were elven Audiencias Reales, there were only nine presidents, as the viceroys in Mexico 
and Lime served also as presidents of their respective Audiencia.
279 It has to be noted that the most important cities of the Empire in Hispanic America, such as Lima and 
Mexico city, had conquered the right to be ruled by the alcaldes ordinarios elected locally by the regidores 
in the Cabildos.
280 The total ordinary expenses of the Real Hacienda to finance the government was 657,727.18 pesos. See: 
“Table 3.14. Annual Salaries of the Governmental Institutions in Hispanic America. c.a. 1650” on page 
256.
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of the government’s ordinary yearly expenses (32.23%). Another 133 officers (11.57%) 

received their appointments locally. The governors, or their pairs, nominated them at the 

most local level. These offices concentrated an ordinary yearly expense for 34,531.83 

pesos, 3.74% of the total. Another key finding presented in the arrangement is that, by the 

middle of the XVIIth century, only 294 positions within the justice administration were 

subject to be sold to the settlers in America. The figure represented only 26% of the total 

offices in the governmental structure of the New World. This situation would change dras-

tically during the last quarter of the century. Although they received no salary from the 

Real Hacienda, these appointments possessed some other type of emolument.281

Table 3.16 also shows that the three governmental areas of the Empire presented 

different structures regarding the appointments’ distribution. The Audiencias Pretoriales 

seem to have been the Empire area in which the king of Castile had the most influence over 

the governmental institutions. The proportion of the offices provided in Madrid (31%) 

and the ratio of the ordinary expenses financed through the Real Hacienda (81.61%) indi-

cate this. The number of resources coming from the Real Hacienda is directly correlated 

to Madrid’s capacity to decide upon the governmental institutions in Central America and 

the Caribbean.282 In this zone, the Cajas Reales provided virtually all the resources need-

ed to pay for the government.283

Peru presents less concentration on the group composed by the bureaucrats appoint-

ed in Madrid. The appointments provided at the Court represented 16.4% of the total in 

the southern viceroyalty. The value of the salaries was 60.5% of the total expenses direct-

ed to pay for the government. The value of the wages related to Madrid Court’s appoint-

ments, 291,791.68 pesos, represented 95.4% of the Real Hacienda’s total contribution to 

pay the justice salaries in the viceroyalty, 305,859.87 pesos. Given the figures presented 

in table 3.16, it would be difficult to deny that Peru’s viceroy accumulated an enormous 

quantity of functions. He was responsible for distributing 127 positions (31.67%), most 

of them at the local justice administration. These appointments represented 31.84% of 

the total cost of the governmental salaries in the viceroyalty.  Lima’s viceroy also had the 

right to nominate two positions in the Audiencias Pretoriales, included the alcalde mayor 
281 They were positions such as the Alguacil Mayor de la Real Audiencia, who was in charge of managing 
the court’s jail and the prisoners paid him for his services. He received no salary from the institution, but his 
emoluments were high. AGI, Gobierno, Audiencia de México, 1094, L. 18, f. 50 back.
282 See: “Table 3.15. Spatial distribution of the Governmental Structure in Hispanic America, c.a. 1650” on 
page 257.
283 To provide some nuance to this affirmation, I have pointed out some pages before that the conditions of 
the government in the area were fairly inadequate.
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serving at Portobelo. The presidents of the Audiencias in the viceroyalty had the right to 

distribute 36 minor offices in the Reales Audiencias, and 13 in the Corregimientos, most-

ly at Santiago’s district. The rest of the bureaucrats were chosen internally within each 

administration.284

The 61 positions reserved by the king in New Spain represented 12.47% of the total 

administrative apparatus. The salaries paid to those selected by the Council of the Indies 

had a yearly cost of 129.751.91 pesos, 58.5% of the total justice expenses within the vice-

royalty. The viceroy in Mexico City was responsible for appointing 167 offices. Thus, the 

viceregal Court decided 34.15% of the total payroll. Most of the offices were in the Alcal-

días Mayores and Corregimientos within Michoacán, Puebla, and México provinces. The 

annual cost of the salaries represented 27.99% of the total justice expenses in the northern 

viceroyalty. There was a marked difference between these and the costs associated with 

the offices appointed in Madrid. The numbers in New Spain might seem very similar to 

those in Peru. However, New Spain was an interesting case within the Hispanic Empire, 

as there was a myriad of governmental offices and many actors vying to exercise their 

power to distribute the offices. The president of the Real Audiencia handed out Eighty-

five offices in Guadalajara. The governors of New Biscay and Yucatan were responsible 

for the appointments in 18 positions within the Alcaldías Mayores and seven within the 

Gobernaciones of their respective jurisdictions.

Finally, the marquis of the valley of Oaxaca, the descendants of Hernán Cortés, nom-

inated 13 corregidores and the alcalde mayor in San Andres Huaxpaltepec. The Mar-

quesado del Valle de Oaxaca was the only landed noble title in Hispanic America that 

had the right to appoint governmental officers. Although similar territorial concessions 

had been granted to Christopher Columbus and his successors, among them the power 

to appoint the governor of Santo Domingo, they were rapidly reversed by the Crown by 

the beginning of Philip II’s government.285 Since then, conceding governmental territorial 

autonomy to landed nobles was considered a red line that should not be crossed by any 

authority in the New World. By doing so, the chain of command in the Indies would have 

been fragmented, further hampering the Crown’s capacity to rule over these territories.
284 These positions were minor judges (juez de aguas, veedor de minas) and lieutenants of the corregidor 
overseeing populations outside of the local administration seat.
285 The Duchy of Veragua was awarded to Luis Colon, Christopher Columbus’ son, for relinquishing the 
dominion over his state in the New World. He also received a rent in Madrid. This was paid with the pro-
ceedings of the Caja Real in Panama city. When the taxes in Panama were not enough to pay the rent of the 
Duchy, revenue coming from Mexico city’s treasury office served to fill the gaps. AGI, Gobierno, Indife-
rente General, 751, 05/19/1612.
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New Spain’s government was less centralized than in America’s other territories. 

Actors such as the marquis could decide for the northern viceroyalty affairs. These de-

velopments indubitably affected the quality of the government and its institutions in the 

northern viceroyalty. Contrary to this, governmental institutions seem to have been over-

ly centralized in Central America and the Caribbean, where the Real Hacienda financed 

almost all the administrative apparatus, and the Council could decide many of the posi-

tions. The government in Peru seems to be the most balanced among the three. The king 

decided most of the positions of importance; however, the viceroy and the Audiencias’ 

presidents also played an essential role in distributing power. The capacity conceded to 

the viceroy in Peru allowed his authority in Lima to be in a position where he could ne-

gotiate with the local powers.

In spite of the complications, the Crown battled to delegate power in America with-

out entirely loosing it. As it has been extensively documented on the preceding pages, the 

governmental institutions of the Hispanic Empire were highly extended across the territo-

ries governed through a myriad of local justice administrations. Instead of trying to con-

trol 450 different territories -a task certainly destined to fail-, the central direction focused 

its forces on controlling a few key institutions residing at the viceregal and provincial 

capitals. The Consejo de Indias in Madrid appointed middle and high-range bureaucrats 

for the seats of the government in America. The institutions that were the most critical for 

the governance of the Empire in the New World, were intensely and extensively funded 

through the Real Hacienda.

Areas that possessed prehispanic taxation systems, provided a structure for the local 

elites to be somewhat independent from the Empire: they had their own labor services, 

fiscal transferences at a local level, etc. Nevertheless, as the XVIIth century matured, 

economic and social changes affected the core of these fiscal systems. The Crown took 

advantage of the crisis to vie for further centralization of the government in a handful of 

institutions: financing the government of the Indies through its Real Hacienda, meant as 

well that the Crown could decide who would rule. 

3.3.7 Refunds

The Real Hacienda received deposits from the judicial system to channel them to the 

parties with the right to possess them. These refunds could have gone to those who had 
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won a trial or, more frequently, to a defunct heir. Usually, when a person died in Hispanic 

America, their effects would be seized by the justice to liquidate the estate’s debts and 

then divide the remaining assets among the heirs. If the defunct was not legally a neighbor 

of the city or village where they died, then the goods should be sold and the proceedings 

sent back to the place of origin. It was typical that the government sent many assets 

back to the Peninsula. To solve these funds’ destination problems, the Crown established 

special courts in Lima, Mexico City, Santa Fe, Potosí, Santo Domingo, and Santiago 

(Juzgado de Bienes de Difuntos). These institutions managed the assets and ruled who 

were their legal inheritors. The Real Hacienda guarded the funds during the proceedings. 

Then, if these goods had to be sent back to the Peninsula or transferred within Hispanic 

America, the royal exchequer would handle them, ensuring the liquidation of the debts 

and the family’s rights to the inheritance protected. The circulation of these values within 

the Real Hacienda could be seen solely as an administrative operation, as technically, the 

value of the deposits in the ledgers’ Cargo side should be equal to the Data. The refunds’ 

total value was merely 6.34 million pesos, which accounted for less than 1% of the total 

expenses. Nevertheless, it was not long before the royal officers noticed that these depos-

its remained long in the local treasury offices’ coffers. They started to use these funds to 

avoid short term defaults, as many sources testify.286

Graph 3.21 displays the time series for the refunds of the Hispanic American Real 

Hacienda. We have also added the time series for the Depósitos of the extraordinary rev-

enue to the graph.287 Technically these deposits realized in the Cajas Reales should have 

been returned, and both series should have been similar. Of course, a simple inspection 

of the graph shows this was not the case. Although both series seem to synchronize well 

after 1655, the first half of the century certainly shows parts where the series’s tendencies 

were even contradictory. The graph’s simple observation already shows that during long 

60 years, between 1605 and 1665, the values that entered in the Real Hacienda as depos-

its were always superior to the reimbursements. The century’s total difference was 2.54 

million pesos, which entered as a Depósito, but the Real Hacienda never gave them back. 

286 For example, the royal officers in Panama, declared that during the year 1609 they had taken 10,000 
pesos de a ocho from the “Bienes de difuntos” to pay for the salaries of the military in Portobelo, while the 
remittances from Lima arrived. When the silver dispatched by the South Sea Fleet entered the coffers of the 
treasury office in Panama, the sum was promptly reintegrated. AGI, Contaduría, Papeles de las Cajas Reales 
del Nuevo Reino de Granada, f. 712 front.
287 See: “Table 2.9. Extraordinary Income of the Hispanic American Real Hacienda. 1600-1699” on page 
116.
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The Crown might have remitted these resources to Castile.288 However, some signs point 

to the fact that the fiscal system retained these assets. The epoch in which the divergence 

between the two series was on the rise, is during Philip IV’s government. Between 1620 

and 1665, a total of 5.31 million pesos entered as Depósitos in the royal exchequer. Just 

2.65 million pesos were accounted for as reimbursements, with some observations in the 

1630s and 1640s reaching virtually zero reimbursements. The differences seem to have 

been used to finance the imperial policies, whether in Hispanic America, Asia, or Europe.

The fiscal category became a fail-safe mechanism for the current operation of the 

Real Hacienda in many areas. The measure inaugurated a long tradition in Hispanic 

America of using fiscal funds to smooth the peaks of local expenses and avoid short-term 

288 In turn, the Crown often seized the existences of the Bienes de Difuntos coffer in Seville, when there 
were liquidity issues in the Avería funds that served to pay for the expenses of the Indies’ Fleet. See, for 
example, the order of the king to reimburse the debts to the Bienes de Difuntos in 1604: “Por la carta inclusa 
de la Casa de la Contratación de Sevilla, verá Vuestra Majestad, siendo servido, la diligencia que la dicha 
Casa [de la Contratación] ha hecho con el alcalde Martín Fernández Portocarrero para que, conforme a una 
cedula de Vuestra Majestad, hiciese pagar lo que el averia debe al Arca de Bienes de Difuntos. Y la res-
puesta que el alcalde ha dado, diciendo que solamente pagara 12,906,766 maravedis [47,451.34 pesos] que 
en la última armada se tomaron de los dichos bienes para los gastos de ella, debiéndose otros 29,364,331 
maravedís [107,957.09 pesos] más de las armadas pasadas. Y que habiendo cobrado el alcalde para sólo el 
despacho de la presente todo el valor de la avería, y mas 70,000,000 [257,352.94 pesos] que Vuestra Ma-
jestad mandó prestar a Joan Núñez Correa, pudiera muy bien y seria justo pagar y enterar [en] la Arca de 
[Bienes de] Difuntos.” AGI, Gobierno, Indiferente General, 748, 03/30/1604, f. 1 front.
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defaults. Proceedings from fiscal resources that the Real Hacienda had to allocate in Cas-

tile, or other parts of the Empire, served to operate the mechanism. These measures cre-

ated internal debts within the administration that were extremely difficult to account for, 

as the Real Hacienda’s accountable systems did not manage to track complex operations 

that had to account for cash-flow problems.289

Graph 3.22 shows the time series for the fiscal category by viceroyalty. Peru held the 

most refunds by a significant margin. 5.30 million pesos, 83.61% of the category, were 

returned to the justice administration and private actors in the southern viceroyalty. The 

Crown returned only 1.04 million pesos in New Spain, with an average per quinquennium 

of 50,000 pesos. The figures show that the reimbursements were a phenomenon almost 

exclusive of the Peruvian royal exchequer. Although we have to further assess the phe-

nomenon, it seems closely linked to the volume of fiscal expenditure realized by the Caja 

Real in Lima. The treasury office in the viceregal capital also contracted public debt, both 

long-term and short-term, to avoid the suspension of the payments for the situados in 

289 The problem of understanding debts among the fiscal branches and categories was not solved until the in-
troduction of several reforms in the way accountability was processed during the late XVIIIth century. See: 
Ernest Sánchez Santiró, “Ordenar las cuentas. La reforma contable de Tomás Ortiz de Landazurri (1766-
1767) y su aplicación en la Real Hacienda de la Nueva España,” in Sánchez Santiró and Celaya Nández, 
Hacienda e instituciones..., 129-172.
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Chile, the Caribbean, and the Real Armada del Mar del Sur. The Real Hacienda also used 

the assets deposited by the justice system to elude any default.
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4. FISCAL REVENUE AND EXPENDITURE COMPOSITION

Mining taxes, indirect taxes over mercantile circulation, and royal monopolies composed 

the base of the Real Hacienda’s revenue in Hispanic America. The Real Hacienda charged 

the 53 tax branches that composed the framework across all the continent’s geographical 

zones. The Crown managed to expand the revenue, even after the two more critical fiscal 

assets it possessed in the New World (the tributos and the mining taxes) reduced. This 

assessment is different from those typically encountered in mainstream literature.1 The 

shift to a system closely related to Castile’s traditional income sources also meant devel-

oping the institutional means to charge taxes in Hispanic America. The scale of the devel-

opments achieved on a global scale, perhaps previously unknown by any other Empire. 

The institutional change implied an effort to expand the fiscal administration and increase 

its accountability. It also entailed a shift regarding the fiscal policy of the government 

towards America.

The rise of trade taxes, royal monopolies, church contributions, and extraordinary in-

come had a prerequisite: the economy had to be complex enough to sustain such a diver-

sification of the fiscal revenue. During the XVIIth century, societies in Hispanic America 

stopped being mere colonial enclaves whose riches the Crown could extract. Regional 

markets thrived there; a local elite developed and demanded luxury goods imported from 

Europe and Asia; this population demanded a justice system and a part to play in the Em-

pire’s overall politics.

If we compare the fiscal categories in Hispanic America with those in the English 

thirteen colonies of North America during the XVIIth century, perhaps the main difference 

is the homogeneity found in the Real Hacienda.2 In the North American colonies, each of 

the settlements provided its organization, which prompted a heterogeneous fiscal organi-

zation. In Hispanic America, the same taxes could be found from Sinaloa in Mexico until 

the island of Chiloé in Chile. Both the administrative structure and the fiscal categories 

were the same across all the continent. Eight out of the thirteen colonies in British Amer-

1 “Attempts were made in Mexico and Peru to levy new taxes, to increase old ones and to eliminate corrup-
tion; but this was insufficient to increase royal income significantly. It was silver production which main-
tained overall stability in the income of the Mexican Treasury in the seventeenth century, while after 1720 
there was a spectacular growth in revenues.” Richard Bonney, “Revenues,” in Economic Systems and State 
Finance, Ed. Richard Bonney (Midsomer-Norton, Bath: Clarendon Press, 1995), 457.
2 See tables II.A and II.B in: Alvin Rabushka, Taxation in Colonial America (Princeton, NJ: Princeton Uni-
versity Press, 2008), 267-269.
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ica incorporated property taxes. All of them based a good portion of their revenue on di-

rect contributions realized by the settlers.3 Contrary to this, within the Hispanic American 

fiscal system, direct personal contributions, taxes over wealth, and property were either 

inexistent or possessed marginal importance within the framework.4 This development 

was not due to mere contingency: charging taxes over mercantile circulation was a very 

convenient manner of collecting fiscal monies during the early modern era.

J. Elliot has assessed that the most crucial difference between the fiscal systems in 

British America and Spanish America did not reside in the composition of their revenue, 

but rather on the latter’s capacity to allocate its assets wherever it was necessary among 

the different governmental zones of its territory.5 Contrary to this, the colonies in North 

America faced severe constraints regarding the investments necessary to pay for public 

goods such as military defense on an Imperial scale, and had to rely almost exclusively 

on local taxation to solve those problems.

The military expenses were the driving force of the expenditure of the Real Hacienda 

in America. The investments in soldier’s wages and military infrastructure consolidated 

as the system’s primary expenditure across the XVIIth century, gaining even more trac-

tion during the second half of the century when the Crown phased out the remittances to 

Castile. The administrative expenses experienced a constant increase in all areas of the 

bureaucratic apparatus installed in Hispanic America. The investments realized to finance 

the Real Hacienda structure, the government, and the public works increased in impor-

tance within the royal exchequer’s disbursements across the century.

The idea of a subordinated public exchequer,6 whose primary purpose was to extract 

3 Ibidem.
4 The early liberal fiscal systems battled to introduce direct personal contributions within the nations issued 
from the fragmentation of the Empire in Latin America. There was simply no tradition to charge that type 
of taxes across the former Spanish colonies. Luis Jáuregui Frías, “Los orígenes de un malestar crónico. Los 
ingresos y los gastos públicos de México, 1821-1855,” in Penuria sin fin. Historia de los impuestos en 
México, siglos XVIII-XX, Coords. Luis Aboites Aguilar and Luis Jáuregui Frías (México, D.F.: Instituto de 
Investigaciones Dr. José María Luis Mora, 2005), 79-114. Even today, in Latin America, charging direct 
taxes over wealth is a complex matter. Since 1990 and until 2017, taxes on income, profits and capital gains 
represented on average a 24.2% of the total tax revenue in the region (Brazil is included in the sample). 
For the same period of time, the United States reported an average of 46.1%. Organization for Economic 
Co-Operation and Development (OECD), Global Revenue Statistics Database, https://stats.oecd.org/ [last 
consulted 11/09/2019].
5 “Colonial government in British America, by contrast, lacked a strong and independent fiscal base, and 
there was no apparatus for the allocation of resources at the imperial level... As a result, governors were 
forced to turn to colonial assemblies for money, including in some instances their own salaries. It was 
precisely to avoid this kind of financial dependence that Ferdinand and Isabella had set themselves against 
the creation of parliamentary institutions in America.” John Huxtable Elliott, Empires of the Atlantic World 
(New Haven, CT: Yale University Press, 2006), 139.
6 Antonio M. Bernal, España, proyecto inacabado (Madrid: Marcial Pons, 2005), 245.
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precious metals from America and transfer them to the metropolis in Castile, is certainly 

challenged by the data derived from the fiscal expenditure of the Real Hacienda. Al-

though the composition varied heavily during the XVIIth century, the distribution does 

not portray what an extractive fiscal system should look. Instead, expenditure followed 

a general pattern that is not unfamiliar to the literature that has analyzed the evolution of 

Europe’s fiscal structure.7

A third development took place within the New World during the XVIIth century. 

The viceroyalty of Peru, traditionally the primary provider of fiscal resources in Amer-

ica, was superseded on the total revenue produced by New Spain.8 The shift reflected 

the economies’ situation in both of the viceroyalties and the developments of the fiscal 

policy across the century. The changes experienced in the balance of the fiscal revenue 

and expenditure between the two areas had long-lasting consequences for the posterior 

development of the Hispanic Empire in the New World.

4.1 The rise of trade taxes

We can observe the changes experienced in the composition of fiscal revenue in Hispanic 

America by comparing four quinquennial periods that were fundamental for the reigns of 

the Hispanic Monarchy towards the end of the XVIth century and across the XVIIth. Table 

4.1 presents them. The first quinquennium portrayed there, 1580-1584, was the epoch in 

which Philip II’s reign reached its peak. It saw a total revenue of 19.15 million pesos, of 

which the mining taxes accounted for 46.56% of the total income of the Real Hacienda. 

The tributos supplemented a solid 20.77%, whereas the monopolies contributed 3 million 

pesos. Trade taxes accounted for only 6.14% of the total. Unknown income, trade taxes, 

and church contributions close the roster.

Philip III’s government saw its prime during the quinquennium 1605-1609. Admin-

istrative reforms introduced during that epoch allowed for fiscal revenue to reach its peak 

for that reign. The mining taxes passed the 10 million pesos mark, establishing a record 

that would last 15 years. Most other categories saw an expansion: royal monopolies con-

7 Martin Körner, “Expenditure,” in Economic Systems and State Finance, Ed. Richard Bonney (Midsom-
er-Norton, Bath: Clarendon Press, 1995), 410.
8 H. Klein has identified the shift in the treasury offices of Peru and New Spain in: Herbert S. Klein, “The 
Great Shift: the rise of Mexico and the Decline of Peru in the Spanish American Colonial Empire, 1680-
1809.” Revista de Historia Económica XIII, no. 1 (March, 1995): 35-61.Also: Herbert S. Klein, The Ameri-
can Finances of the Spanish Empire. Royal income and expenditures in Colonial Mexico, Peru and Bolivia, 
1680-1809 (Albuquerque, N.M.: New Mexico University Press, 1998), 106.
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Table 4.1. Revenue Composition of the Real Hacienda. Comparison between the 
governments

Fiscal Category 1580-1584 
(Philip II)

1605-1609 
(Philip III)

1645-1649 
(Philip IV)

1680-1684 
(Charles II)

Contributions of 
the Bureaucracy 0.00 0.00% 0.00 0.00% 0.66 1.80% 0.65 1.84%

Church 
Contributions 0.67 3.52% 1.81 5.73% 2.22 6.03% 2.21 6.25%

Trade Taxes 1.18 6.14% 3.62 11.45% 4.92 13.39% 5.42 15.33%
Unknown 0.71 3.72% 4.00 12.64% 7.16 19.49% 7.75 21.91%
Royal 
Monopolies 3.00 15.65% 5.96 18.85% 5.81 15.82% 5.94 16.80%

Extraordinary 
Income 0.70 3.63% 3.81 12.04% 5.58 15.19% 2.97 8.40%

Indian Tributo 3.98 20.77% 2.04 6.45% 1.54 4.20% 2.27 6.41%
Mining Taxes 8.92 46.56% 10.38 32.84% 8.84 24.07% 8.16 23.07%
Total 19.15 31.62 36.74 35.38
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
* All values in Millions of Pesos de a ocho of 272 maravedíes

solidated as the second most important fiscal category. Trade taxes increased from 1.18 

million to 3.62 million pesos. However, the most notable change is the contraction expe-

rienced by the tributos: they had lost almost half of its revenue in just twenty-five years..

The first 20 years of Philip IV’s long government saw some of the century’s most sig-

nificant fiscal reforms. Fiscal policy the Crown had pushed during the 1620s bore fruits 

years later. These decisions reflected in the fiscal revenue composition during a decade as 

complex for the Monarchy as the 1640s. Even though the traditional sources of revenue 

for the Castilian Crown in Hispanic America, tributos and mining taxes, continued to 

deteriorate, the total tax collection did not decline. The government filled the gap with 

revenue from trade taxes, extraordinary income, and fresh income from introducing new 

taxation categories, such as the media annata. The Crown managed to increase even fur-

ther the revenue recollection. The 36.74 million pesos collected during the quinquennium 

1645-1649 constitute the highest mark of the century.

The quinquennium 1685-1689 is a good reflection of Charles II’s reign, as, during 

that epoch, tax collection reached the ceiling for the last of the Spanish Habsburgs. Al-

though mining taxes were still an essential part of fiscal revenue, they lacked the neces-

sary impulse to recover the capital importance they possessed during the first decades. On 

the other hand, tributo revenue experienced a considerable recuperation that would last 

well into the XVIIIth century. Perhaps most surprising is that unknown income increased 

even more. There are 7.75 million pesos whose exact origin is not identified by the sourc-

es just for this quinquennium.
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Graph 4.1 illustrates the evolution of revenue from the last quarter of the XVIth centu-

ry to the XVIIth century’s end. The data shows unequivocally that the composition of the 

royal exchequer’s fiscal categories changed significantly after the second half of the latter. 

The evidence suggests that, in order to adapt to this new reality, the Hispanic American 

royal exchequer experienced a substantial structural overhaul during the XVIIth century. 

The graph also shows that none of the fiscal categories dominate the overall composition 

of the revenue. Although taxing the mining production was indeed very lucrative for the 

royal exchequer, the graph above shows that the revenue sources were not monolithic. As 

mining taxes declined steadily, at least until the third quarter of the century, the Real Ha-

cienda progressively filled the gaps with trade taxes, royal monopolies, and extraordinary 

income. This shift allowed the Real Hacienda to increase its overall income during the 

XVIIth century.

The scholars have assessed the marked decline of the tributo as a clear sign of the 

indigenous communities’ population’s crisis throughout the continent. It would be diffi-

cult to argue against that interpretation.9 Nevertheless, the overall reduction of the tributo 

9 The classic assessment for the population of the continent: Woodrow Borah and Sherburne F. Cook, Es-
says in Population History: Mexico and the Caribbean. Volume One (Berkeley, CA: University of Cali-
fornia Press, 1971). Also: Noble David Cook, Demographic collapse. Indian Peru, 1520-1620 (New York, 
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is also showing another main social change in Hispanic America: the decadence of the 

prehispanic fiscal structures and their gradual substitution by the imperial fiscal system 

that the Real Hacienda had built in the XVIth century.

Parallel to the processes reviewed in the last few pages, another significant devel-

opment occurred during the XVIIth century. It was the divergence of the two main zones 

of the Hispanic Empire in America. Whereas in Peru, tax recollection declined sensi-

bly throughout the century, royal revenue increased ostensibly from the 1620s onwards 

in New Spain. The social and economic changes experienced at the hearth of Hispanic 

America impacted the Crown’s capacity to charge taxes. The Real Hacienda had installed 

most of its administrative apparatus in Peru. Throughout the XVIth century, the southern 

viceroyalty had been the leading provider of taxes for the Crown, and thus the fiscal ad-

ministration installed there dotted the Real Hacienda with the capacity to charge taxes 

and transfer the resources. The government allocated there the best human resources, as 

the Peruvian royal exchequer was deemed crucial for the functioning of the Empire. Con-

trastingly, in New Spain, the installed capacity of the royal exchequer was significantly 

smaller than in Peru. There were fewer treasury offices, and the bureaucracy’s technical 

qualifications were significantly worse than in the southern viceroyalty. The changes ex-

perienced during the XVIIth century posed a challenge to the Crown, that had to adjust its 

stance towards the northern viceroyalty. The government had to answer by differentiating 

the fiscal policy mechanisms for each of its viceroyalties in the New World. This devel-

opment also shows the increasing complexity of the Empire in America.

While it is certain that the dominance of mining taxes in Peru marked the overall 

trends of fiscal revenue, other sources of revenue started to fill the gaps left by the reduc-

ing revenue of the mining taxes. Trade taxes increased sensibly after the 1640s. Behind 

N.Y.: Cambridge University Press, 1981). G. Parker devotes 5 pages in his lengthy  essay to assess the 
XVIIth century crisis in Spanish America, in a section titled ‘panic in the Indies’. He notes the population’s 
problems on the fringes of the Hispanic Empire, and the climate adversities faced by the settlers there. 
However, he seems to be oblivious to the fact that many cities in the continent increased their population 
throughout the century. Geoffrey Parker, Global Crisis: War, Climate Change and Catastrophe (New Ha-
ven, CT: Yale University Press, 2017), 341-345. Another point to discuss is if the indigenous population 
actually disappeared or if it was gradually converting into mestizo population. As the latter did not have to 
pay per capita contribution, specially when they were living in cities and mining towns, the collapse of the 
tributo can be also interpreted as the upsurge of the mestizos in the colonial societies of the continent. One 
of the fundamental pillars of the Century of Depression theory might have to be reassessed. See: Herbert 
Klein and Herbert S. Klein and Sergio Tonatiuh Serrano Hernández, “Was there a 17th century crisis in 
Spanish America?,” Revista de Historia Económica XXXVII, no. 1 (March, 2019): 65-69. See also the as-
sessments realized by R. Romano in: Ruggiero Romano, Conjonctures opposées. La ‘crise’ du XVIIe siècle: 
en Europe et en Amérique ibérique (Genève: Publication du centre d’histoire économique internationale de 
l’université de Genève, 1992).
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the upward trend of trade taxes in Peru are the increments on the alcabala rates negoti-

ated in the 1630s by the viceroy Chinchón. Also, the Crown’s growing interest in taxing 

the mercantile circulation in the Pacific is to be credited. The extraordinary contributions 

increased heavily during epochs in which the mining output was faltering in Peru. Graph 

4.1 shows that the behavior of trade taxes is almost a mirror of the mining taxes. When 

the silver quintos reduced, the alcabala increased, and vice-versa. Comparing both series 

with a linear regression provides an R-squared value of 80%.10 Thus, as the century ad-

vanced, and the proportion of the royal revenue from mining taxes reduced, trade taxes 

increased.

These developments also meant a shift in the geographical distribution of the reve-

nue. Graph 4.2 shows the time series for the treasury offices in Potosí and Lima. Whereas 

the mining center in the Andean highlands derived most of its revenue from mining tax-

es, the viceregal capital was the epicenter of Peru’s trade taxes. Potosí’s fiscal revenue 

experienced a downward trend during the XVIIth century. Contrary to this, since the 

1620s, income generated in Lima increased steadily. By the 1660s, Lima housed both 

the viceroyalty’s political capital and the most crucial treasury office, if we consider the 

10 Regression statistics: Adjusted R-Squared: 80.01%; F Statistic: 1.01715E-06; Standard Error: 0.46805.
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size of revenue generated locally. The rise of Lima was also the rise of the trade taxes in 

Hispanic America.

4.2 Spending in America: military defense and administration

The Real Hacienda funneled the assets that entered the fiscal system in increasing quanti-

ties to the continent’s military defenses. Military expenditure saw an impressive increase 

in their numbers in the XVIIth century. Under Philip III, the average per quinquennium 

spent in the military was 5.89 million pesos. During Philip IV’s reign, the fiscal category 

experienced a moderate increase, as the average reached 8.07 million pesos per quin-

quennium. Under Charles II, the average increased to 9.71 million pesos. Thus, by the 

end of the century, the government dedicated to paying the continent’s defenses almost 

double the resources it committed for the same effect 100 years before. Administrative 

expenditure in Hispanic America shows a similar pattern. The average during Philip III’s 

administration was 3.81 million pesos per quinquennium. Under Philip IV, the average 

increased to 4.05 million pesos. The fiscal category reached an average of 6.67 million 

pesos during Charles II’s reign. The fiscal assets channeled to pay the administration in 

America increased in a proportion similar to that used to finance the continent’s military.

The remittances to Castile experienced precisely the opposite trend. Under Philip 

III, the government transferred, on average, 10.92 million pesos per quinquennium to the 

Real Hacienda in Castile. The figure receded sensibly during Philip IV’s government, as 

we can esteem the average per quinquennium in only 7.77 million pesos. Under Charles 

II, the remittances virtually disappeared. During the reign of the last of the Habsburgs in 

Spain, the average was only 0.77 million pesos per quinquennium. This fiscal category 

virtually disappeared from the fiscal structure of the Hispanic American Real Hacienda.

Table 4.2 provides a comparison between four quinquennial periods that were funda-

mental for the reigns of the Hispanic Monarchy at the turn of the XVIth century and across 

the XVIIth. The observations we have chosen are the same presented in table 4.1. The fig-

ures shown by the quinquennium 1580-1584 (Philip II’s reign) provide a fair comparison 

with the organizational developments that occurred during the next century. For the most 

part, the Consejo de Indias’ accounting office that audited the Cajas Reales’ expenses in 

the New World battled to differentiate the Hispanic American Real Hacienda’s expenses. 

Whereas the unknown category on the revenue side amounts only 3.72% of the total, for 
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the expenditure, 75% had a destination that was not that precise for the controlling organs 

of the royal exchequer in Madrid. During the XVIth century, the lack of accounting offices 

in America hampered the Crown’s overseeing capacity. The limitations were particularly 

acute when auditing the expenses. The administrative reforms impulsed towards the end 

of that century to control the flow of the resources coming out of the Cajas Reales had the 

clear objective of improving accountability and developing the mechanisms to allocate 

the fiscal assets more effectively.

We can appreciate the effects of the administrative structure’s improvements in the 

observation of Philip III’s reign. The reduction of the unknown category is sensible, and it 

allows us to understand better how the Real Hacienda allocated the resources it received 

through the taxes. The system’s accountability improved significantly under the oversee-

ing of the Duke of Lerma, as the ledgers started to provide more accurate information 

regarding the destination of the expenses. Most of the funds were directed to Castile, as 

during the quinquennium  1605-1609, 12.81 million pesos were shipped to Seville, the 

highest observation for the century. The second most important category was the military 

defense in Hispanic America, which received 5.92 million pesos. This category experi-

enced a sustained increase during these years, as it passed from only 1 million pesos. Also, 

the level of the justice expenses was really high during this epoch, as 2.17 million pesos 

were destined to pay for the salaries of the bureaucrats in Hispanic America.

We can observe the effects of the reforms introduced during the Count-Duke’s tenure 

within the observation for the quinquennium 1645-1649, even though the prime minister 

had left the position. As the audits multiplied in the Cajas Reales of the New World, many 

categories saw a change in the previous disbursement patterns. The policy seriously hit 

Table 4.2. Expenditure Composition of the Real Hacienda. Comparison between 
the governments

Fiscal Category 1580-1584 
(Philip II)

1605-1609 
(Philip III)

1645-1649 
(Philip IV)

1685-1689 
(Charles II)

Refunds 0.004 0.01% 0.244 0.57% 0.183 0.47% 0.298 0.75%
Justice Expenses 2.052 7.01% 2.172 5.06% 0.663 1.71% 1.608 4.07%
Debt Service 0.005 0.02% 1.699 3.96% 1.569 4.04% 1.349 3.42%
Public Works 0.761 2.60% 1.320 3.08% 1.246 3.21% 1.613 4.08%
Administrative 
Expenses 0.516 1.76% 3.001 6.99% 4.144 10.68% 10.293 26.07%

Sent to Castile 2.885 9.85% 12.813 29.87% 5.443 14.03% 0.177 0.45%
Military 1.097 3.75% 5.928 13.82% 8.035 20.71% 12.331 31.23%
Unknown 21.956 75.00% 15.722 36.65% 17.523 45.15% 11.817 29.93%
Total 29.276 42.898 38.807 39.485
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 Maravedis.
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the refunds and the transferences to the justice system. The Crown was not keen on reim-

bursing the transferences realized from the justice apparatus, and Philip IV’s reign was 

incredibly slow to conclude these operations. Although the unknown category increased, 

these expenses never reached the total amounts seen at the century’s commencement. The 

proportion of the total expenses occupied by the remissions to Castile dropped consid-

erably as the actual bullion sent to Seville diminished considerably due to the expenses’ 

overall constrain. From 12.81 million pesos, 29.87% of the total expenses, to 5.44 million 

pesos, 14.03%. Some categories benefited from the changes in the patterns of the expens-

es.

The structure of the Real Hacienda administration also suffered an enormous change. 

A fiscal category that averaged 4.02 million pesos per quinquennium under Philip III and 

IV reached 6.67 million pesos on average during Charles II’s reign. The unknown expens-

es levels also decreased to levels similar to those found at the beginning of the century. 

Public works and justice expenses also increased sensibly during the last of the Spanish 

Habsburgs’ government.

Graph 4.3 illustrates the changes in the composition of the expenses of the Real Ha-

cienda. The graph fluctuations are more dramatic than those experienced in the revenue 
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side of the fiscal structure. The graph also shows that the expenses in Hispanic America 

were highly dependent on the fiscal policy followed by the government of the Empire. 

The graph shows how, as the revenue destined to be transferred to Castile reduced, the 

Real Hacienda filled the gap with military expenditure and administrative expenses. The 

time series of these two fiscal categories show somewhat similar behavior. A linear re-

gression applied to the military expenses and the administrative expenses shows a high 

correlation between them, as the R-squared value is 70.69%.11 Whenever the military 

expenditure increased in the continent, the administrative expenses of the Real Hacienda 

followed suit.

4.3 The great shift in Hispanic America: Peru vs New Spain

Thanks to the control of the silver bullion produced in Potosí and Oruro,  the Crown 

considered Peru the richest of the Hispanic Empire’s territories. The European market 

demanded bullion produced in these mines, for their quality was deemed prime, and the 

contents of pure silver within each bullion were somewhat standardized. The competing 

European empires considered the control over Peru’s mining production as the source of 

the Empire’s power during the XVIth century. Contrary to the mainstream assessment, that 

considered Peru the richest and most prosperous of the Castilian possessions in America, 

since the decade of the 1630s, the viceroy of Peru, the count of Chinchón, opined that the 

economic capacities of the viceroyalty of Peru were lesser than in New Spain.

In a letter addressed to Philip IV in March of 1633, he justified why the Union had 

not been enacted in the southern viceroyalty, whereas Mexico City had signed it since 

1628. Chinchón enumerated some of the problems experienced by Peru during the last 

years. The viceroy mentioned the shipwreck of a ship full of merchandise from Castile at 

the Hormigas Islands, north of Callao, with a cargo valued in more than 1.2 million pesos. 

Also, the inundation of Potosí in 1630, caused by the Khari Khari lakes, had negatively 

impacted the production of silver. The earthquake in Lima that same year, that had caused 

damages to the city’s infrastructure.12 The letter’s main argument rebuked the idea that 

New Spain possessed less wealth than Peru. Chinchon asserted that he had received bliss 

the news about the incorporation of the northern viceroyalty to the Union. However, he 

remained skeptical regarding the materialization of the policy:

11 Regression statistics: Adjusted R-Squared: 68.96%; F Statistic: 6.5495E-06; Standard Error: 1.015073.
12 AGI, Gobierno, Indiferente General, 2690, 03/31/1633, f. 5 back.
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In essence, I hope that the increment of the royal revenue reveals itself effective and 
permanent, increasing both the hacienda and the extraordinary remittances and that 
if one increases, the other should not diminish. However, the results of these policies 
only the time and the Real Hacienda ledgers will demonstrate them.13

The viceroy then asserted that he found that Peru possessed less wealth than New 

Spain if he pondered the two viceroyalties’ situation. The viceroy listed 16 reasons to sup-

port the assessment.14 Among the most important, he noted the considerable advantages 

of commercial activities in the northern viceroyalty, thanks to its trade with the Philip-

pines. In New Spain, trade with Castile was realized only through the Atlantic, which ren-

dered the European merchandise cheaper than in Peru, for the southern viceroyalty had 

to pay the avería and almojarifazgo in the Pacific. Chinchon also noted that the northern 

viceroyalty position regarding the geopolitics possessed many advantages that Peru did 

not have, such as easy access to two oceans.

Some of the ideas expressed by the viceroy were precisely the causes of the sorpasso 

operated by New Spain within the fiscal resources of the Empire. That event, however, 

would not verify until the last quarter of the XVIIth century. The data presented here, has 

shown that Peru begun the century being the uncontested jewel of the Crown in Hispanic 

America. Nevertheless, structural changes in the society and economy of the New World, 

determined that Peru would be take the second position by the 1670’s. Roughly speaking, 

the reason of this development was the over-dependency on mining taxes within the vice-

royalty. Nevertheless, there were other processes that also contributed to shift the balance 

of revenue distribution within the Real Hacienda.

Map 4.1 displays the geographical location of the Cajas Reales in the Peruvian main-

land. Table 4.3 presents the revenue data in Peru, ordered by fiscal categories and treasury 

offices. We can assess each of the treasury offices’ characteristics by the colors displayed 

by the graphs embedded in the map’s pointers, as we have ordered by the fiscal category 

of their respective revenue sources. There were 18 registered treasury offices in the south-

ern viceroyalty. Nevertheless, on the map, the treasury offices in Santiago and Buenos 

Aires are not displayed.

The amount of silver produced in the highlands of La Plata reached its peak during 

the last quarter of the XVIth century and maintained a sound output during the first years 
13 Ibid., f. 6 front.
14 Ibid., f. 6 back-7 back.
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Caja Real Contributions of 
the Bureaucracy Indian Tributo Church 

Contributions
Extraordinary 

Income Trade Taxes Royal 
Monopolies Unknown Mining Taxes Total

Chachapoyas 528.95 3,469.76 5,400.72 14,107.62 3,735.34 0.00 155.00 579.91 27,977.31
Arica 0.00 246.00 21,651.00 14,728.44 1,084.00 37,709.44
Huancavelica 1,578.00 16,409.00 5,295.00 77,705.21 14,823.00 3,643.58 1,307.00 120,760.80
Piura 2,338.87 18,885.26 8,411.05 65,763.29 34,481.22 1,071.00 34,742.57 165,693.26
Santiago de 
Guadalcázar 7,536.50 69,679.68 1,507.16 82,266.72 44,505.91 44,999.88 15,856.39 124,504.91 390,857.14

Curahuara de 
Carangas 7,537.39 4,071.97 24,192.95 3,042.83 328,761.43 466.54 707,349.98 1,075,423.09

Arequipa 6,147.36 376,723.96 223,388.19 210,148.60 106,198.70 96,850.01 41,130.23 297,210.99 1,357,798.04
Buenos Aires 62,067.71 175,861.20 14,675.43 542,175.26 590,162.39 24,996.51 0.00 234.00 1,410,172.50
Trujillo 36,195.86 204,965.09 408,700.26 328,819.88 480,632.70 51,342.97 3,367.91 11,706.71 1,525,731.40
Santiago de 
Chile 39,064.46 42,416.94 561,894.44 545,637.54 541,869.36 162,747.92 14,534.28 29,111.48 1,937,276.42

Cailloma 0.00 18.00 52,310.77 1,957.73 584,620.34 1,400,383.63 2,039,290.48
La Paz 29,402.28 606,312.92 405,881.83 568,625.45 106,018.66 155,275.68 182,733.00 357,045.07 2,411,294.88
Chucuito 5,256.91 31,700.04 821,544.19 0.00 1,740,110.30 2,598,611.44
Cuzco 66,263.29 1,637,899.11 913,371.68 873,841.49 557,177.39 243,535.63 84.18 766,858.66 5,059,031.43
Castrovirreyna 1,103.49 55,259.20 97,378.95 311,435.57 3,076,158.27 339,124.02 1,605,827.83 5,486,287.35
Oruro 34,172.16 395,814.37 168,625.38 782,359.12 301,246.39 3,409,945.22 3,623.14 12,175,370.84 17,271,156.63
Lima 4,426,999.51 3,508,812.18 15,605,592.53 18,224,818.13 28,507,722.85 3,468,486.13 40,380,956.02 1,020,226.03 115,143,613.36
Potosi 736,455.90 7,835,680.28 3,816,022.11 16,955,375.36 6,246,921.67 40,008,545.58 3,650,434.32 94,573,049.53 173,822,484.73
Total 5,462,648.63 14,948,452.97 22,240,216.71 39,712,933.99 37,555,224.58 52,483,608.35 44,667,207.60 114,810,876.88 331,881,169.70
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis.

Table 4.3 Revenue of the Cajas Reales in Peru, by Fiscal Category. 1600-1699
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of the next century. The most important treasury office in Peru, regarding income, was 

located in Potosí. There, the Real Hacienda received 173.82 million pesos. Potosí’s was 

the second-most important treasury office of the Hispanic Empire in the New World, as it 

concentrated a 28.67% of the total registered revenue of the Hispanic Empire in America 

by itself, and a staggering 52.37% of the revenue in the viceroyalty. Revenue in Potosí 

came mainly from silver production (94.57 million pesos) and the azogue monopoly. It 

also collected the tributo from the yanaconas working at the mines. We can find the same 

income pattern in all the treasury offices in the Andean Plateau, such as Oruro, Carangas, 

Chucuito, and Cailloma. These mining treasury offices tended to be reallocated or extin-

guished when the ore ran down.

The treasury offices situated in highly-populated areas exhibit patterns similar to 

those found in Cuzco, Arequipa, and La Paz. Indian tributo and church contributions 

composed a high proportion of royal revenue. These were not areas that produced im-

mense revenue quantities, but whose income was very stable, as their income sources 

were diverse. The 5 million pesos collected in Cuzco are an excellent example of this 

type of local treasury office. The Caja Real in Castrovirreyna is perhaps the most peculiar 

within the Hispanic American Real Hacienda. This treasury office was at the heart of the 

mercury production area in Peru, and thus its revenue derived heavily from that royal 

monopoly. On the contrary, Huancavelica had little local revenue, as it served mainly as 

a hub to pay the workers that labored in the dangerous underground mines.

Lima, the viceregal capital, also possessed Peru’s main treasury office. This Caja 

Real, located on the Pacific coast, served as the valve that controlled the viceroyalty’s 

expenses and transferences. Nevertheless, the treasury office was not only important be-

cause it concentrated remissions: it collected 115.14 million pesos for taxes charged at 

the province. This amount converted it into the third in importance within the New World. 

Lima represented 18.99% of the total fiscal revenue in the continent and 34.69% of Peru’s 

income. The principal source of known income in Lima’s treasury office was trade taxes.15  

Besides being a bureaucratic center, Lima was an essential commercial entrepôt of the 

Hispanic Empire in the Pacific, for it controlled the commercial routes over the sea and 

15 The level of unknown income is high within the Lima treasury office. M. Suárez points to the high level of 
credit operations in Lima’s Caja Real, which might be behind the high level of unknown operations in this 
treasury office. Of course, the volume of military expenses in Lima, indicates that a high portion of these 
expenses are related to the defense in the viceroyalty.  Margarita Suárez Espinosa, Desafíos transatlánticos: 
mercaderes, banqueros y estado en el Perú virreinal, 1600-1700 (Lima: Pontificia Universidad Católica del 
Perú, Instituto Riva-Agüero, 2001).
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within the mainland of the viceroyalty. Other similar treasury offices, heavily dependent 

on trade taxes, were located in Trujillo and Piura’s coastal zones.

Despite the diversity of the revenue sources shown in map 4.1 and the spatial dis-

tribution for each of them, it would be difficult to deny that mining taxes were the royal 

exchequer’s driving force in Peru. Graph 4.4 shows the revenue composition for the 

southern viceroyalty from the last quarter of the XVIth to the end of the XVIIth century. 

The levels reached by the mining taxes during the first 60 years portrayed by the graph are 

imposing: the average until 1634 is 46.20%. However, from 1635 and until the end of the 

century, mining taxes reduced sensibly. The average only reached 28.9%. The reduction 

of the mining output in Potosí certainly affected Peru’s overall fiscal collection during the 

XVIIth century.

Royal revenue in New Spain started the XVIIth century well behind Peru. For the 

first quinquennium, the northern viceroyalty collected 39.31% of the total in Hispanic 

America. By 1690, the roles had reversed and New Spain was providing 57.88% of the 

fiscal revenue in the New World. The reasons of this development can be found in the 

increasing output of almost all the fiscal categories within the viceroyalty. This points to 

an important economic expansion in the area for the second half of the century.
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During the XVIIth century, there were twelve treasury offices active in the viceroy-

alty. We present the figures for each of the Cajas Reales in table 4.4. Their geographical 

location is on map 4.2. As in Peru, each treasury office’s characteristics are fairly evi-

dent by observing the embedded graphs’ dominating color, representing the revenue’s 

fiscal categories. The structure of mining production in New Spain was different from the 

Peruvian. Whereas in the southern viceroyalty, Potosí dominated silver refining, in the 

northern, many middle-range mining camps sustained the production. The distribution 

of mining production in several sites had certain advantages. When a mine experienced 

a downturn, something fairly usual within the industry, a new site occupied the gaps left 

by its faltering production.  A ramp-up in a new mining camp could also help sustain 

the production levels. Thus, production was less dependent on the comes-and-goes of a 

single site. This production structure propelled a continuous drive to expand the northern 

frontier of New Spain.

However, taxing silver and gold in a broad frontier zone was a complicated affair for 

the Real Hacienda. Whereas in Peru, the Crown could oversee most of the mining output 

from its treasury office installed in Potosí, in New Spain, seven of the treasury offices 

were in mining zones in the northern reaches of the viceroyalty. The royal exchequer 

experienced many problems to enforce accountability in all of them.16 Without a doubt, 

Zacatecas was the main mining production center of the XVIIth century in New Spain, 

by a significant margin. The 24.42 million pesos collected there by the Real Hacienda 

derived from the silver diezmo, and the azogue monopoly. It was the third Caja in im-

portance within the viceroyalty with a respectable 8.91% of the total revenue collected 

in the viceroyalty. The Real Hacienda audited it regularly, receiving treatment similar to 

that given to Potosí in Peru.17 However, its figures pale if compared with the Cerro Rico 

in the district of La Plata.

The Real Hacienda did not design all the treasury offices in New Spain to tax sil-

ver production. Those located in the main ports of the viceroyalty, Acapulco, Veracruz, 

and Mérida in Yucatan, constituted trade tax-driven Cajas Reales. Veracruz was the sec-

ond-most important site for the royal exchequer in New Spain and second place in trade 

tax recollection. The 26.61 million pesos that entered there accounted for 9.7% of the 

16 The Caja Real in San Luis Potosí was really complex to manage because of the gold production in the 
zone. For a revision of the struggles of the Real Hacienda to tax San Pedro Potosí, see thee second chapter 
in: Serrano Hernández, La golosina del oro..., 171-247.
17 The series for the Caja Real in Zacatecas conserved by the Archivo de General de Indias, start in 1568, 
whereas those for Mexico city start until 1576.
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Caja Real Contributions of 
the Bureaucracy Indian Tributo Church 

Contributions
Extraordinary 

Income Trade Taxes Royal 
Monopolies Unknown Mining Taxes Total % of Total

Tlacotalpa 0.00 19,501.00 2,267.00 7,656.00 32,854.00 732.00 63,010.00 0.02%
Llerena 764.02 19,142.89 191,766.19 341,582.40 881.00 1,589,962.63 2,144,099.15 0.78%
Merida 127,265.18 429,900.73 90,096.45 292,168.04 855,082.19 152,979.07 275,918.09 1,799.23 2,225,208.98 0.81%
Pachuca 3,359.00 6,956.00 423.55 1,118,865.97 6,730.00 1,209,278.69 2,345,613.21 0.86%
Guanajuato 3,360.76 38.00 1,650.00 20,366.90 237.00 970,077.61 1,952,471.20 2,948,201.47 1.08%
Acapulco 73,229.46 58,951.37 3,720.30 961,833.22 1,795,570.92 20,251.51 50,195.41 2,963,752.20 1.08%
San Luis Potosi 26,004.85 1,037.00 158.98 74,669.42 164,569.17 116,972.50 118,297.18 6,084,715.17 6,586,424.26 2.40%
Durango 109,885.26 66,958.22 172,539.83 25,061.07 2,049,422.97 445,245.37 6,323,561.33 9,192,674.06 3.35%
Guadalajara 216,642.62 755,527.52 490,049.90 740,709.73 909,650.95 2,952,980.44 8,199.99 5,381,529.57 11,455,290.72 4.18%
Zacatecas 70,404.24 154,950.65 6,232.34 366,768.60 1,594,767.57 4,644,520.27 506,607.84 17,076,800.50 24,421,052.01 8.91%
Veracruz 4,543.00 61,396.66 67,500.00 964,210.89 9,993,997.56 47,993.19 15,471,509.67 26,611,150.97 9.70%
Mexico City 1,542,505.61 19,222,214.45 18,385,060.34 22,194,892.83 30,352,037.48 33,723,449.86 39,853,610.12 18,001,424.70 183,275,195.39 66.83%
Total 2,177,964.01 20,703,517.38 19,113,693.53 25,821,914.35 45,916,017.64 46,139,827.80 56,737,194.68 57,621,543.02 274,231,672.40
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis.

Table 4.4. Revenue of the Cajas Reales in New Spain, by Fiscal Category. 1600-1699
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total revenue in the northern viceroyalty. Trade taxes paid there accounted for almost 10 

million pesos.

The main treasury office in Mexico City was the most important in the viceroyalty, 

as the 183.27 million pesos of revenue meant this Caja Real concentrated 66.83% of the 

royal revenue in New Spain. It was also the leading treasury office of the Hispanic Em-

pire in America. It represented 30.23% of the total income for the Crown. Mexico, Potosí, 

and Lima, the three principal Cajas in America, concentrated 77.91% of the total revenue 

during the XVIIth century. The size of Mexico City overshadowed all the other treasury 

offices in New Spain. The Caja Real installed there, received income coming from all 

the fiscal categories. Almost all the Indian tributo of the viceroyalty entered there. It also 

monopolized the Church contributions and extraordinary income within New Spain. This 

treasury office was the leading collector of mining taxes, a strange feat, for the capital had 

no mines in its near vicinity.

The Real Hacienda of New Spain was over-concentrated in the main treasury office 

installed within the viceregal capital. The Crown tried to fragment the fiscal district cov-

ered by the gargantuan Caja Real Central. During the XVIIth century, it opened new trea-

sury offices in San Luis Potosí, Pachuca, and Guanajuato, with mixed results regarding 

the new administrations. Nevertheless, Puebla and Oaxaca’s immense provinces depend-

ed almost solely on the viceregal capital to pay its taxes. Despite these peculiarities, royal 

revenue in the northern viceroyalty increased after some problematic years at the begin-

ning of the century. The levels of income reached during the last quarter of the century 

propelled the viceroyalty to become the central area of the Hispanic Empire in America, 

at least if we evaluate sheer income.

We might find the keys the northern viceroyalty’s increasing importance within the 

Hispanic American royal exchequer in graph 4.5. The composition of the fiscal revenue 

in New Spain is merely more harmonious than in Peru, shown in graph 4.4. The top-four 

fiscal categories (mining taxes, unknown, royal monopolies, and trade taxes) present an 

average of 19%: neither of them determined the total income.18 A recession in a sector of 

the economy might not have impacted as severely the total income. The overall compo-

sition of royal income in New Spain shows the existence of a complex economy that was 

not over-dependent on silver production. Although mining was undoubtedly significant 

18 Assessing the unknown sources of income might increase significantly the level of the extraordinary 
fiscal category, royal monopolies, and trade taxes. It is very difficult that the proportion of mining taxes 
would be affected.
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in the general scheme, the ever-increasing presence of trade taxes indicates the existence 

of thriving regional markets. The recovery of the tributo during the second half of the 

century, combined with the creation of new branches of the royal monopolies towards the 

end of the century, centered exclusively on consumption goods, such as the pulque, gallos, 

and tabaco, are a testament of the expansion experienced by the population in New Spain. 

If the population was growing, then the economy was expanding. Royal revenue followed 

these developments closely.

Peru was both the leading provider of fiscal revenue and the principal spender of the 

Hispanic Empire in America. Contrary to what happened with the income, New Spain did 

not surpass the southern viceroyalty during the last years of the XVIIth century. The ca-

pacity of the administrative apparatus in Peru to allocate resources remained unmatched 

within the New World. Map 4.3 displays the geographical location of the Cajas Reales in 

the viceroyalty of Peru. Table 4.5 presents the data of the expenses ordered by the treasury 

office and fiscal category. We can assess each of the treasury offices’ characteristics by 

the colors displayed by the graphs embedded in the pointers, as we have ordered them by 

the fiscal category of their respective expenses. As noted before, there were 18 registered 

treasury offices in the southern viceroyalty. However, the Arica treasury office ledgers 
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Caja Real Refunds Justice 
Expenses Public Works Debt Service Administrative 

Expenses Sent to Castile Military Unknown Total % of Total

Chachapoyas 3,906.47 11,193.50 749.00 165.82 16,014.79 0.003%
Santiago de 
Guadalcázar 1,599.94 21,774.47 3,501.84 78,142.42 29,158.92 134,177.58 0.029%

Piura 2,843.00 746.33 19,183.55 88,246.71 31,129.98 142,149.57 0.030%
Cailloma 2,500.00 125,863.18 50,744.37 179,107.55 0.038%
Chucuito 2,401.89 200,043.88 1,234.65 203,680.41 0.043%
Arequipa 1,352.47 27,486.61 39,493.35 38,785.97 122,997.00 9,288.57 60,413.96 299,817.93 0.064%
Curahuara de 
Carangas 292.96 107.49 98,679.06 468,279.66 567,359.17 0.121%

La Paz 59,188.69 301,748.72 16,611.54 33,370.02 108,651.82 211,721.52 731,292.31 0.156%
Trujillo 38,997.83 90,793.15 5,480.87 87,109.50 66,223.04 803,468.58 1,092,072.97 0.232%
Castrovirreyna 569.78 164,515.83 189,407.78 45,102.54 798,999.59 1,198,595.53 0.255%
Huancavelica 17,371.35 1,417,162.30 1,161.52 1,435,695.17 0.305%
Santiago de 
Chile 34,462.46 396,028.76 158,798.45 15,813.13 152,169.51 503,946.82 466,652.94 1,727,872.07 0.367%

Oruro 53,618.36 264,460.27 23,281.97 38,562.94 822,100.53 1,546.91 538,046.25 1,741,617.23 0.370%
Cuzco 31,443.94 1,336,095.24 55,152.25 10,173.14 126,417.90 63,149.86 2,102,082.01 3,724,514.35 0.792%
Buenos Aires 376,401.85 204,706.04 11,837.30 30,239.86 33,287.59 4,016,014.69 3,423,411.67 8,095,899.01 1.722%
Potosi 955,596.92 4,216,440.91 1,188,838.51 2,746,158.51 23,584,537.23 254,797.10 109,735,546.13 142,681,915.31 30.340%
Lima 3,786,485.40 3,567,630.03 8,206,476.86 25,083,256.59 47,968,458.07 90,339,776.36 85,770,474.99 41,581,675.61 306,304,233.91 65.133%
Total 5,301,012.78 10,565,108.44 9,799,438.03 27,968,471.00 75,070,123.01 90,339,776.36 90,930,588.23 160,301,497.02 470,276,014.86
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis.

Table 4.5. Expenses of the Cajas Reales in Peru, by Fiscal Category. 1600-1699
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did not provide data for the expenses, and we did not add them here. Thus, map 4.3 only 

shows 17 markers.

The southern viceroyalty spent 20% of its fiscal resources in the military. The Pe-

ruvian royal exchequer transferred to Castile 19% of its assets and allocated 16% to pay 

for the Real Hacienda’s administrative expenses. Debt service occupied an important 

position, as the Crown directed at least 6% of its funds to pay the juros and the présta-

mos in Lima and Potosí. Public works received only 2% of the total expenses, the same 

proportion as the justice system’s transferences. Perhaps the main feature of the dataset 

is the high concentration of the expenses in Lima. The treasury office in the viceregal 

capital was responsible for allocating 306.13 million pesos, 65.13% of the viceroyal-

ty expenditure, representing 42.31% of the entire continent’s total expenses. This sheer 

volume of expenses there was not unmatched even by the vital treasury office in Mexico 

City. Lima’s primary fiscal categories were military expenses, 85.77 million pesos, the 

remissions to Castile, 90.33 million pesos, and the administrative expenses, 47.96 million 

pesos. The unknown category remained reasonably low in this Caja Real, as just 13.58% 

of the treasury office expenses were of conflictive destiny. The effects of the control of the 

ledgers by the Tribunal de Cuentas is in full display here.

The second most important treasury office within the southern viceroyalty was Potosí. 

The Caja Real spent 142.68 million pesos. Sadly, the loss of some ledgers has limited our 

understanding of the final destination of those resources. The high level of the unknown 

category, 76.91% of the total, masks the expenses realized in administrative, justice, and 

public goods, as it was common in the other treasury offices of the mining region Oruro.

Buenos Aires’ treasury office expenses constitute perhaps the most surprising feature 

found in table 4.5. This Caja Real total expenses, 8.09 million pesos, were enough to rank 

it at the third position. Local fiscal revenue in Buenos Aires, though substantial, was not 

enough to sustain this level of expenses. Thus, the Caja Real in the River Plate’s delta 

received many transferences from the Peruvian highlands. The Crown used these fiscal 

assets to defend the South Atlantic and the Paraná Basin. At least 4.01 million pesos were 

allocated to pursue these ends. The figures presented here confirm the royal exchequer’s 

capacity to concentrate the resources and exercise the bulk of the expenses in just three 

Cajas Reales. The treasury offices in Lima, Potosí, and Buenos Aires represented 97.19% 

of the expenses conducted in the viceroyalty. Treasury offices that did not have the burden 

of defending their province, the local expenses centered on administrative and justice 
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expenses, and public works. The administrative expenses on the treasury offices outside 

of the top-3, averaged 39.64%, whereas justice expenses averaged 11.7% in the same 

treasury offices.

Graph 4.6 presents the evolution of the expenses’ fiscal categories in Peru. Data 

until 1590 is not optimal to judge the fiscal categories’ distribution within each of the 

observations. However, the structure of the expenses in Peru seems to have remained un-

changed until the 1660s. The best observations to understand how the Crown distributed 

the fiscal resources in Peru before Charles II’s reign was the decade of the 1620s, which 

corresponded, more or less, to the government of the viceroy Marquis of Guadalcázar 

in Lima. The introduction of the Tribunales de Cuentas abated the unknown expenses. 

The proportion of the resources allocated to cover the necessities of the Real Hacienda 

remained almost the same.

In the quinquennium 1625-1629, the military received 27% of the expenses in the 

viceroyalty. The Peruvian royal exchequer shipped 29% of the resources to Seville; it 

used 16% to pay the Real Hacienda administration; it allocated 16% to finance the royal 

exchequer’s debts within the viceroyalty. The graph’s patterns show that a similar dis-

tribution was typical before the collapse of Castile’s remissions. Contrastingly, for the 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Unknown Military Sent to Castile Administrative Expenses Debt Service Public Works Justice Expenses Refunds

Graph 4.6. Expenditure Composition of the Real Hacienda in Peru. 1600-1699, Per 
Quinquennium

Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 5.
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quinquennium 1680-685, the bullion sent to Castile descended to a mere 1%. The military 

increased to 30%, and the administrative expenses 39%. Sadly, the unknown increased to 

20%. It seems that many of the resources the Crown did not send to Seville or Cadiz were 

transferred to the Real Hacienda’s administrative apparatus, as well as to the military 

defenses in Peru.

Royal expenses in New Spain lagged behind Peru. Of course, the northern viceroy-

alty produced less fiscal revenue. The treasury offices spent 253.59 million pesos in New 

Spain. The ratio between the two viceroyalties was more skewed towards the southern 

viceroyalty in the expenses (65%-35%) than in the revenue (55%-45%). The explanation 

is simple: the Crown transferred New Spain’s surplus revenue to the Caribbean and Ma-

nila. Map 4.4 shows the treasury offices in New Spain. We have added data for the com-

position of the expenses to each of the pointers representing the treasury offices. Table 4.6 

shows the array for the fiscal categories ordered by Caja Real. The northern viceroyalty 

allocated 30% of its assets in the military. In New Spain, the Crown sent 11% to Castile 

and used 10% to maintain the Real Hacienda. 

Comparing the proportions of the fiscal categories documented here with those for 

Peru, there are some marked differences. Perhaps the most striking divergence between 

the two viceroyalties was the relative position of the remissions to Castile. Peru shipped, 

both proportionally and absolutely, more resources than New Spain to Seville. Also, the 

resources committed to financing the operation of the Real Hacienda showed marked 

differences. The royal exchequer’s operation in the southern viceroyalty was significantly 

more expensive to finance than in the north. Contrastingly, New Spain committed a high-

er proportion of its resources to pay for the public works and the justice administration 

within the viceroyalty. Also, the royal exchequer in the northern viceroyalty contracted 

less debt than in the south. Despite all the differences between the viceroyalties, the fact 

that military spending was the main expense in both zones would be difficult to dispute. 

Even if future research -thanks to new sources- achieves the restitution of the parts of the 

expenses that had no clear destiny, the tendencies of the data presented here would hardly 

change.19

The Caja Real in Mexico City concentrated the most expenses in the viceroyalty: 

198.98 million pesos. It conducted 78.46% of the viceroyalty’s total expenses. The figure 

19 The unknown category can be abated, and the parts of the expenses restored to their fiscal categories, if 
the libros mayores are analyzed, and the fiscal process is reconstructed carefully with the individual cargos 
and datas contained there.
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Caja Real Refunds Justice 
Expenses Public Works Debt Service Administrative 

Expenses Sent to Castile Military Unknown Total % of Total

Tlacotalpa 5,181.38 1,014.68 1,160.92 40.50 7,397.47 0.003%
Pachuca 19,810.00 98,579.93 1,095.17 119,485.11 0.047%
Guanajuato 4,170.00 20.00 131,115.86 135,305.86 0.053%
San Luis Potosi 3,295.28 6,835.60 59,715.11 15,545.00 191,642.25 174,003.64 231,645.01 682,681.88 0.269%
Merida 201,382.30 200,608.15 244,308.05 20,123.75 264,087.66 930,509.90 0.367%
Llerena 833.00 18,133.00 240.00 12,738.00 79,212.63 1,073,803.50 1,184,960.13 0.467%
Acapulco 5,016.56 13,781.59 30,015.98 15,750.00 477,264.00 3,448,856.28 496,325.91 4,487,010.31 1.769%
Guadalajara 23,086.85 705,538.37 850,943.06 52,578.32 1,940,290.82 937,439.04 1,645,857.01 6,155,733.47 2.427%
Durango 10,594.94 50,580.55 774,377.24 5,810.30 1,334,349.42 3,746,734.14 329,212.49 6,251,659.08 2.465%
Zacatecas 2,945.00 56,378.84 446,601.12 151,427.75 4,164,841.60 5,115,207.52 126,414.31 10,063,816.14 3.968%
Veracruz 3,908.00 5,774,598.42 371,546.90 12,061.66 1,465,170.74 9,657,326.48 7,305,991.20 24,590,603.41 9.697%
Mexico City 989,686.84 7,356,470.68 21,081,148.03 5,337,307.32 13,784,160.33 27,768,488.27 51,552,505.68 71,115,220.95 198,984,988.10 78.466%
Total 1,039,366.47 14,212,860.72 23,816,230.27 5,603,218.36 23,912,096.55 27,768,488.27 75,726,000.03 81,515,890.20 253,594,150.87
Sources: Klein & TePaske (1982). Klein & TePaske (1986).
*All values in Pesos de a Ocho of 272 Maravedis.

Table 4.6. Expenses of the Cajas Reales in New Spain, by Fiscal Category. 1600-1699
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also means that the Crown spent 27.48% of its fiscal assets in Mexico city. The level of 

centralization of the expenses in Mexico City is somewhat astonishing, as not even Lima 

exercised a dominance so marked when it came to spending the fiscal revenue in Peru. 

The over-centralization of all the governmental and fiscal functions in New Spain’s capi-

tal points undoubtedly to path dependence. Another key difference between the Pacific’s 

viceregal capital and the former Aztec capital is the higher percentage of unknown ex-

penses, 36% in the latter versus 14% in the former. Whereas in Peru, provincial treasury 

offices conducted the unknown expenses, in New Spain, the main Caja Real was the 

epicenter of the expenses whose final destination is difficult to assert. The quality of the 

fiscal administration in Peru seems to have been superior.

Map 4.4 shows a pattern in the Cajas Reales’ expenses outside Mexico City that the 

data for Peru did not exhibit: many of the treasury offices devoted a high proportion of 

their local expenses to finance the military.  Veracruz was the second treasury office in 

importance within the northern viceroyalty. A solid 9.67% of the expenses, 24.59 million 

pesos, were conducted there. The port at the Gulf of Mexico managed the connection 

with the Caribbean and Seville. The percentage of the port’s unknown category is similar 

to Mexico City, which points to a somewhat poor administration by the royal officers. The 

main local expenses were paying the military force that defended the port and the nearby 

populations.

The treasury office in Zacatecas provides an excellent example of the fiscal expenses 

structure conducted by the mining zones of New Spain. This Caja Real was the third in 

importance if we consider the amounts spent. 10.06 million pesos, which represented 

3.97% of the total expenditure in the viceroyalty. During the XVIIth century, Zacatecas 

allocated 5.11 million pesos to the military. Thus, 51% of the local expenses in the most 

critical mining zone of the viceroyalty paid for the soldiers’ military wages that protected 

the northern frontier. 4.16 million pesos, 41% of the allocated budget, were directed to 

pay for the Real Hacienda administration. The number of resources committed to pay 

the military in the north of the viceroyalty was not uncommon, as the figures for Llerena 

(90.62%) and Durango (59.93%) indicate.

Graph 4.7 presents the evolution of the fiscal categories for the expenses in New 

Spain since the last quarter of the XVIth century. As in Peru’s case, perhaps the most dra-

matic change experienced during the XVIIth century was the evolution of the remissions 

to Castile. In New Spain, the government phased out the fiscal category by the 1640s. 
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The remissions’ time series starts with levels as high as 52.69% of the total expenses in 

New Spain. In the northern viceroyalty, the Real Hacienda shipped more than half of its 

resources to Seville by the last quarter of the XVIth century. The average for the category 

until 1589 is 50.75%.

Since the 1590s, it is clear that there was a structural change. Between that decade 

and 1614, the remissions lowered to an average of 33.88% of the expenses. The Crown’s 

new commitments in the American Pacific and Asia diverted resources that the Real Haci-

enda had previously sent to Seville. The situation changed again between 1615 and 1629. 

The fiscal category fell to an average of 21.67%. However, during the 1630s, a harsh 

decade for New Spain, as the capital remained under the waters after the great flooding 

of 1629, and political turmoil crippled the viceroyalty’s economic capacities severely, the 

remittances gained traction and reached a third of the fiscal expenses again. Finally, the 

1640s saw the disconnection of the treasury offices in New Spain from Castile.

While the remissions to Castile faltered, the military expenses in New Spain in-

creased. Graph 4.7 shows that the proportion of the resources committed to the military 

defenses within the viceroyalty continuously increased between 1575 and 1619. During 

the quinquennium 1575, the military received 10.18% of the expenses. By 1615-1619 the 
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fiscal category consumed 40.18% of the expenses. When we compare the time series for 

the remissions to Castile and the military expenses through linear regression, the result 

yielded by the R-squared coefficient is 57.18%, with a negative incline.20 Although the 

causality cannot be demonstrated statistically at the 95% certainty, it is coherent to pre-

suppose that whenever the shipments to Seville reduced, the military expenses increased. 

The behavior of the time series indicates that a political decision was behind these devel-

opments.

New Spain experienced a sustained increase in fiscal revenue during the second half 

of the century. The phenomenon also increased fiscal expenditure. However, it seems 

that the fiscal administration was not up to the task of monitoring the influx of new re-

sources. Thus, the unknown category of fiscal expenses increased significantly after 1645. 

Between 1575 and 1644, the average of the unknown fiscal category had an average of 

16.88%. Since 1645 and until 1699, the average increased to 43.26%. The control organs, 

such as the Tribunal de Cuentas in Mexico city, seemed to have been lenient when en-

forcing the accounts’ clarity in New Spain, especially in the Caja Real located at the capi-

tal. Finally, a characteristic of New Spain is the constant presence of the expenses related 

to public works. Between 1575 and 1699, the fiscal category presented a solid average of 

9.43% of the expenses. The range of the resources devoted to paying for the public works 

fluctuated between 5.82%, experienced in 1695-1699, and 12.87% in 1615-1619. We can 

compare these numbers with the 1.98% average yielded by the public works in Peru.

4.4 Fiscal burden

...deseando que en los gastos que se ofrecen y cargos que se impusieren sean igualados y proporcionados 
entre los unos y los otros, con la benignidad y clemencia que me toca... [Los vasallos en las Indias,] ob-
ligados de las mercedes que tienen recibidas de mi y de los señores reyes mis predecesores, y de las pocas 
cargas e imposiciones que tienen, principalmente de la obligación natural con que se hallan, se animen y 

dispongan a hacerme el mayor socorro y servicio que pudieren en esta ocasión
Philip IV to the marquis of Cerralbo, viceroy of New Spain in 1624.21

Within its discussions regarding the continent’s fiscal policy, the Consejo de Indias often 

assessed the fiscal burden experienced by the New World inhabitants. The crucial order 

that created the Unión de las Armas in America in 1627 mentioned the subject explicitly:

20 Regression statistics: Adjusted R-Squared: 48.85%; F Statistic: 0.00207385; Standard Error: 0.227789.
21 AGI, Gobierno, Indiferente General, 2690, 04/12/1624, f. 2 front & back.
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Today,  the Indies experience some [financial] distress. Since Your Majesty [Philip 
IV] inherited [the throne], You have collected two donativos there, and since 1625 
the vassals have been contributing to the Armada del Mar del Sur. From the prov-
inces of New Spain and Peru, they have sent 400,000 pesos. The sum might even be 
higher, as some money related to the Armada has arrived embedded within the Real 
Hacienda’s ordinary remittances, and thus it has not been separated nor taken into 
account... The Council assesses that, notwithstanding the necessities represented 
by these causes, no reason would justify that such loyal and honest vassals, sons 
of the hearth of this kingdom and pertaining entirely to the same Crown, failed to 
come to the aid of Your Majesty on this occasion of the Unión de las Armas. Because 
besides the service they would provide to Your Majesty, their example will hearten 
the other vassals. Their acquiescence to the Union will be very convenient, as they 
regard them as the most prosperous and relieved, though in reality, they do not find 
themselves as discharged [from taxes] as we usually judge.22

In this paragraph, the Council noted two main ideas deeply rooted in public opinion 

at the Court in Madrid. The first was that the vassals of the Indies were the richest in the 

entire Empire. The second was that their capacity to prosper derived from paying fewer 

taxes than in Castile. Public opinion did not base itself just on mere speculation. In the 

eyes of the inhabitants of Castile, the settlers in America benefited from a relatively low 

tax rate in the alcabala, as in the New World, merchandise paid only 2% until the 1630s, 

whereas in Castile, they paid 10%. The alcabala constituted one of the primary sources 

of revenue for the Crown in Europe, and it certainly was at the center of this perception. 

Moreover, some of the excises over the meat, flour, and wine, the base of the servicio de 

los millones, were not as prevalent in America as in Europe.23 Thus, some essential con-

sumption goods were cheaper in the American cities because they were subject to fewer 

taxes (most notably meat).24

The Crown understood that charging a tax rate less than 10% of the total value of the 

merchandise in America was a mercy for the New World settlers, but it was its right to 

increase the rates until they reached the proportions experienced in Castile. During the 

XVIIth century, the government targeted precisely the alcabala to improve the fiscal in-

come in America.25 However, the Consejo de Indias noted that reality in America was not 

22 AGI, Gobierno, Indiferente General, 2690, 03/23/1627 [2], f. 1 front & back. [Emphasis added].
23 By 1641-1645, the price of wine in Madrid was composed by a 52.5% in municipal and royal taxes. By 
1671-75 the taxes increased to 66.5% of taxes within the price. José Ignacio Andrés Ucendo, “Fiscalidad 
y precios en Castilla en el siglo XVII: los precios del vino en Madrid, 1606-1700,” Revista de Historia 
Económica XXIX, no. 2 (August, 2011): 285.
24 Enriqueta Quiroz, Entre el lujo y la subsistencia. Mercado, abastecimiento y precios de la carne en la 
Ciudad de México, 1750-1812 (México, D.F.: El Colegio de México, 2005).
25 When the marquis of Cerralbo proposed to increase the alcabala rate in Mexico to finance the Armada 
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as simple. The long list of donativos and special contributions experienced since Philip 

IV’s ascension delineated a different picture. The fiscal burden in America, asserted the 

Council, was higher than what the bureaucrats of the Empire in Madrid working at the 

other Consejos (Estado, Hacienda, Guerra) thought. The vassals of the New World were 

not as free of taxes as public opinion had assessed.

Hispanic American inhabitants identified differences in fiscal burden even between 

the Empire’s territories in the continent. In his letter discussing the differences between 

Peru and New Spain, and why it saw simpler for the latter to pay the Unión de las Armas, 

the count of Chinchón pointed out that the contributors in Peru were subject to a higher 

tax pressure than those in New Spain. The miners in the north paid fewer taxes for their 

silver; the Indians in the southern viceroyalty, he argued, were more charged with mitas 

and tributos than those living in New Spain. Finally, the northern viceroyalty did not have 

to defend the Pacific, and, therefore, the fiscal resources needed to maintain the military 

defenses installed there were less onerous for the Real Hacienda in Mexico City.26

The specialized literature has appraised the problem of fiscal burden in Castile.27 The 

scholars have identified the taxation rate per capita as one of Castile’s drawbacks during 

the XVIIth century.28 Since the last quarter of the XVIth century, tax pressure related to 

the costs of the Empire increased continuously. The increasing taxes affected the capacity 

of the economy to continue its growth.29 However, the fiscal burden supported by the 

Castilians was not that different than in most of the European kingdoms during the early 

modern period.30

de Barlovento, the king answered with this lines: “Las alcabalas parece medio útil y tolerable para lo pro-
puesto y encaminado con la destreza y prudencia que conviene pues teniendo yo derecho hasta 10%, no es 
mucho que suban ellas 2%, más para una cosa tan importante y tan de su conveniencia.” AGI, Gobierno, 
Audiencia de México, 35, N. 2-a, f. 3 front.
26 AGI, Gobierno, Indiferente General, 2690, 03/31/1633, f. 6 back.
27 Pierre Vilar, Crecimiento y desarrollo: economía e historia. Reflexiones sobre el caso español (Barcelona: 
Crítica, 2001), 113-127.
28 “Where Castile was concerned, with the ‘crisis’ in the Atlantic economy, which dramatically affected 
the crown’s revenue in silver, and the demographic, agrarian and urban recession inside the country, it is 
obvious that this period weighed heavy on the kingdom’s shoulders.” Francisco Comín and Bartolomé Yun 
Casalilla, “Spain: from a composite monarchy to nation-state, 1492-1914. An exceptional case?,” in The 
Rise of Fiscal States: A Global History 1500-1914, Eds. Patrick Karl O’Brien and Bartolomé Yun Casalilla 
(Cambridge, UK: Cambridge University Press, 2012), 248.
29 “The rising cost of the empire fell on Castile, its richest and most populated kingdom. Growing taxation 
from 1575 led towns to increase their indebtedness, which had a negative effect on urban activity, at the 
time of a decline in wool exports and the disappearance of the Medina del Campo fair. The fiscal system 
collapsed, as did cities.” Carlos Álvarez Nogal and Leandro Prados De La Escosura, “The rise and fall of 
Spain (1270-1850),” The Economic History Review LXVI, no. 1 (February, 2013): 20.
30 “La presión fiscal puede medirse en estos términos o en días de trabajo necesarios para pagar la carga tri-
butaria por habitante, pero, en cualquiera de los dos casos resulta que era menor en Castilla que en Francia, 
los Países Bajos y, desde mediados de siglo, también Inglaterra.” Jose Ignacio Andrés Ucendo and Andrés 
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Similarly, the literature has often analyzed the fiscal burden in Hispanic America. 

However, there is still no clear assessment of the evolution of tax pressure during the 

XVIIth century. Scholars have either pointed out the excessive tax burden supported by 

the New World’s inhabitants or,31 contradictorily, pondered over the Real Hacienda’s fail-

ures to elevate tax pressure in the long run.32 The sources sustaining these analyses are 

generally qualitative data derived from complaints addressed to the government. Both 

assessments seem to be correct. The fiscal burden perception varies heavily whether the 

individual or the group is being singled out by the government to pay more taxes. F. Neu-

mark noted that there are two kinds of fiscal burden. The first category is the objective 

fiscal burden experienced, a measurable category, and the second is the burden as the 

contributors perceive it.33

The literature often presents fiscal pressure in terms of the ratio taken by the tax rev-

enue on the GDP.34 However, essaying such an exercise for the XVIIth century with the 

data currently available for Hispanic America might end up in a sound failure. Instead, 

we propose to compare the data of tax revenue with the average cost of the bare-bones 

Lanza García, “Presentación. Hacienda y economía en la Castilla del siglo XVII,” Studia Historica. Histo-
ria Moderna, no. 32 (2010): 9.
31 “Testigo de la fuerte subida de los impuestos vigentes y de la imposición de nuevos gravámenes, Palafox 
se volcó en el objetivo de convencer a Olivares de que redujera la presión fiscal que estaba ahorcando a 
los virreinatos americanos. Pero sus consejos cayeron en saco roto.” Cayetana Álvarez De Toledo, Juan de 
Palafox. Obispo y virrey (Madrid: Marcial Pons, 2011), 83. Also: “El reino de la Nueva España era como 
este caballo. Había sufrido la opresión de un gobierno erróneamente convencido de que a mayor presión 
fiscal, más recaudación... Esta idea de que moderar la presión fiscal en América acabaría beneficiando las 
arcas reales se convirtió en un ingrediente clave del programa reformista de Palafox. En sus cartas a Madrid, 
se distanció de la política fiscal agresiva aplicada en las décadas de 1620 y 1630.” Ibid., 168.
32 “Este período se insertó en un proceso de larga duración de pérdida de la capacidad de la Real Hacienda 
de mantener sus ingresos en las Indias. La presión ejercida desde Madrid y trasmitida por sus represen-
tantes locales, resultó efectiva en el corto plazo, sobre todo en el centro mismo del poder virreinal. Con el 
correr de los años, no sólo se produjo un descenso muy acusado de la fiscalidad de los distritos mineros, 
sino también una pérdida de efectividad de las cargas y los mecanismos introducidos durante el virreinato 
del conde de Chinchón.” Arrigo Amadori, Negociando la obediencia. Gestión y reforma de los virreinatos 
americanos en tiempos del conde-duque de Olivares. (1621-1643) (Sevilla: CSIC, Universidad de Sevilla, 
Diputación de Sevilla, 2013), 348.
33 “El hecho de que los impuestos (al menos los impuestos modernos) sean exacciones de carácter coerciti-
vo trae como consecuencia que todos los obligados a su prestación experimenten una sensación de desagra-
do o de carga. Una «presión fiscal» psicológica de este tipo se da regularmente al menos en aquellos casos 
en los que las «operaciones de compensación» del interesado o los interesados con el fisco se cierran con un 
saldo pasivo, es decir, cuando las prestaciones estatales financiadas son menores que las obligaciones tribu-
tarias... En lo relativo a la sensación de carga de la mayoría de los sujetos pasivos, no hay duda que será de 
gran relevancia que, en su opinión, la «carga» que se les impone sea adecuada a su capacidad de pago, así 
como que -mucho más aún- sus obligaciones fiscales les parezcan justamente estimadas en comparación 
con las que tienen que soportar sus compañeros de profesión, vecinos, etcétera.” Fritz Neumark, Principios 
de la imposición (Madrid: Ministerio de Economía y Hacienda, Instituto de Estudios Fiscales, 1994), 82.
34 Carlos Álvarez Nogal and Leandro Prados De La Escosura, “The decline of Spain (1500-1850): conjec-
tural estimates,” European Review of Economic History XI, no. 3 (December, 2007): 325.



318

baskets in Hispanic America35 and the real wages presented by L. Arroyo Abad, E. Davies, 

and J. L. van Zanden for Peru and New Spain.36 The figures for population, the nominal 

annual wage, bare-bones basket, and welfare ratio for Castile are also available thanks to 

the works by R. Allen.37 For Central America and the Caribbean, we have only provided 

the figure for population, as there are still not many sources to measure real wages.

Table 4.7 presents the results of the exercise for the year 1595. The existence of a 

very detailed account to assess the value of tax revenue across all the treasury offices 

of the Hispanic Empire in America allows displaying information for the fiscal revenue 

with a quality that is difficult to find elsewhere.38 We have converted the Real Hacienda’s 

total fiscal revenue in Hispanic America and Castile to grams of silver. The fiscal revenue 

presented in the table is only for Castile. The figures for Aragon, Catalonia, Valence and 

Navarre do not form part of the figure provided.39 The numbers at the table show that 

35 More than twenty years ago, H. Klein mentioned that the series of the Hacienda Real could not be deflat-
ed due to the lack of reliable price data for the American continent. Herbert S. Klein, The American Financ-
es of the Spanish Empire. Royal income and expenditures in Colonial Mexico, Peru and Bolivia, 1680-1809 
(Albuquerque, N.M.: New Mexico University Press, 1998), 9. Some advances have been made since Klein 
wrote these lines. Several scholars have published time series of price trends and wages. Enrique Flores-
cano, Precios del maíz y crisis agrícolas en México (México, D.F.: Ediciones Era, 1986). Virginia García 
Acosta, Los precios del trigo en la historia colonial de México (México, D.F.: Centro de Investigaciones y 
Estudios Superiores en Antropología Social, 1988). Richard L. Garner, “Price Trends in Eighteenth-Centu-
ry Mexico,” The Hispanic American Historical Review 65, no. 2 (May, 1985):  279-325. Richard L. Garner, 

“Prices and Wages in Eighteenth-Century Mexico,” in Essays on the Price History of Eighteenth-Century 
Latin America, Eds. Lyman L Johnson and Enrique Tandeter (Albuquerque, NM: University of New Mex-
ico Press, 1990), 73-109. Ruggiero Romano, Moneda, seudomonedas y circulación comercial en las eco-
nomías de México (México, D.F.: El Colegio de México, Fideicomiso de Historia de las Américas, Fondo 
de Cultura Económica, 1998). Amílcar E. Challú et al., Living Standards in Latin American History. Height, 
Welfare, and Development, 1750-2000 (Cambridge, MA: Harvard University Press, 2010). Rafael Dobado 
González and Héctor García Montero, “Neither So Low nor So short: Wages and Heights in Bourbon Span-
ish America from an International Comparative Perspective,” Journal of Latin American Studies XLVI, no. 
2 (May, 2014): 291-321.
36 L. Arroyo Abad, E. Davies and J. L. van Zanden provide as well a good synthesis of all the findings 
occurred during the last twenty years for the Peruvian and Mexican price index and wages. It has also 
a well structured model to find the real wages index for both New Spain and Peru. Leticia Arroyo Abad 
et. al., “Between conquest and independence: Real wages and demographic change in Spanish America, 
1530–1820,” Explorations in Economic History XLIX, no. 2 (April, 2012): 154.
37 Following R. Allen, the annual wage has been calculated by multiplying the daily wage by 250, as it is 
measured as the highest amount of days a craftsmen could worked in a year. The nominal wage tells us 
just a part of the history, because it does not take into account the commodities that the inhabitant had to 
purchase in order to survive. This is where the Welfare Ratio can help understand better how well the wages 
fared against the cost of living. R. Allen proposes the calculation on the basis of a household composed by 
two adults and two children that consumed three bare-bones baskets plus a 5% of the wage to pay for the 
rent. The total value of this calculation is then divided by the annual wage. A ratio of 1 would mean that the 
household could afford bare-bones subsistence and if it dropped bellow that point it would mean that the 
household would have to struggle to make ends meet. Robert C. Allen, “The Great Divergence in European 
Wages and Prices from the Middle Ages to the First World War,” Explorations in Economic History XXX-
VIII, no. 4 (October, 2001): 426.
38 This general account provides information for the totality of the Cajas Reales in Hispanic America, in-
cluding those of the Caribbean and Central America. AGI, Gobierno, Indiferente General, 748, 12/06/1603.
39 Data availability is behind this decision. We want also to mention that fiscal revenue in Castile for the 
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America’s fiscal revenue towards the end of the XVIth century represented only 39.87% 

of Castile’s revenue. Also, the scale of the population was very similar in both parts of 

the world. The simplest of the measures to assess the fiscal burden is the grams of silver 

needed to pay the taxes paid that by each inhabitant. According to the data, during the 

year 1595, a Peruvian paid an average of 49.34 grams of silver. The inhabitants of New 

Spain contributed 17.43 grams on average. The figures mean that the contribution real-

ized by a settler in Mexico represented only over a third of the taxes paid on average in 

Lima. The 29.09 grams of silver paid by the Caribbean and Central American inhabitants 

are precisely between the fiscal burden experienced in New Spain and Peru.

The general average for the continent, 28.08 grams of silver, contrasts sharply with 

the 75.67 grams that an inhabitant of Castile had to contribute to pay its taxes. By the 

end of the XVIth century, the fiscal burden experienced in Hispanic America was, more 

or less, only a third of the contribution needed for a Castilian. Incorporating the nomi-

nal annual wage and the cost of subsistence is crucial to understand the capacity of the 

year 1595 was particularly high, because during that year the cities charged the millones.

Category Peru New Spain Central America 
& The Caribbean

Total in Hispanic 
America Castile

Fiscal Revenue in Grams of 
Silver1 81,416,664 58,565,820 19,341,016 159,323,500 399,582,000

Population2 1,650,000 3,360,000 664,951 5,674,951 5,280,800
Average Contribution per 
capita 49.3434 17.4303 29.0864 28.0749 75.6669

Nominal Annual Wage3 1850 875 1650
Cost of Subsistence3 545 281 324
Welfare Ratio3 107.7618% 98.8533% 161.6696%
FR / Cost of Subsistence 149,388.37 208,419.29 1,233,277.78
FRCS / Population 0.09 0.06 0.23
% of Welfare Ratio devoted 
to paying taxes 8.4017% 6.2749% 14.4455%

Welfare Ratio - Taxes 99.3600% 92.5784% 147.2241%
1  The value of the Real Hacienda Revenue for 1595 in America: Archivo General de Indias, Gobierno, Indiferente 
General, 748, 12/06/1603. For Central America and the Caribbean I have discounted the value of the remittances to 
Castile from Peru -which entered the treasury office of Panama-, and the situado of Florida paid by the Caja de Mexico. 
For the Castilian Fiscal Revenue: Andrés & Lanza (2008). 

Fiscal revenue data has been converted to grams of silver following the value of the 1588 Real de a Ocho values, which 
consisted of 25.43 grams of pure silver. A peso de oro común equalled  8 silver reales and 272 maravedíes. A Castilian 
Ducat equalled 375 maravedíes. See: Muñoz Serrulla (2015).

3  Nominal Annual Wage, Cost of Subsistence and Welfare Ratio for Peru and New Spain by Arroyo Abad et al. (2012). For 
the Castilian Cost of Subsistence and Nominal Annual Wage: Allen (2001).

2  Population figures for Peru and New Spain: Arroyo & van Zanden (2015). Population for the Caribbean: Martinez 
(1999). For Castilian Population Andrés & Lanza (2008).

Table 4.7. Fiscal Burden in Hispanic America and Castile, year 1595
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Castilian inhabitants to sustain such a high level of taxation, and the differences of fiscal 

burden within the viceroyalties of the Hispanic Empire in America. By dividing the fis-

cal revenue (FR) between the cost of an annual bare-bones basket for a person (Cost of 

subsistence), the table shows the number of bare-bones baskets purchased with the royal 

exchequer during that year. The fiscal revenue in New Spain would reach a significantly 

higher figure than Peru’s: 208,419.29 versus 149,388.37. The cost of living was higher 

in Peru than in New Spain. Thus, the fiscal revenue’s purchasing power was higher in 

Mexico City than in Lima, even though the nominal income was much more significant 

in Peru. The fiscal revenue’s purchasing power in Castile dwarfs the numbers obtained by 

its counterparts at the American viceroyalties. New Spain represents 16.89% of the royal 

revenue’s purchasing power in Castile; fiscal revenue in Peru represents just 12.11% of 

the Castilian. As for the Caribbean and Central America, there is not enough data to mea-

sure the value of the wages and the cost of subsistence.

The following ratio presented in the table is a measure of the fiscal burden relative 

to the part of the real wages that each of the inhabitants had to pay as taxes. As the dif-

ferences in purchasing power analyzed here are so pronounced, it is essential to correctly 

evaluate the part of the wage that each person in America and Castile had to pay his taxes 

out of his pocket. With this information, it is easy to incorporate the population figures 

to calculate how many bare-bones baskets the inhabitants would contribute to the exche-

quer’s total. We present the value in the row titled FRCS / Population.40 Then, we present 

this number as a percentage of the Welfare Ratio. That is what we show in the next row 

of the table (% of Welfare Ratio devoted to paying taxes).

Fiscal burden measured as a percentage of the Welfare Ratio can be compared be-

tween the three zones because it is a relative value that considers the level of the prices, 

the wages, the population, and the total fiscal revenue. This methodology provides a 

measure of the part of the wage that an average household might have to devote to pay 

for taxes. A Castilian would devote 14.45% of his real wage to pay taxes. A Peruvian 

inhabitant would have to use an estimate of 8.40% of his real wage to pay its taxes. The 

fiscal burden was certainly lighter in New Spain: an inhabitant would use only 6.28% of 

the real wage to pay taxes there.

The capacity to contribute in each of the zones, and the socially-perceived fiscal 

40 FRCS stands for Fiscal Revenue and Cost of Subsistence, which is the figure calculated in the precedent 
row.
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burden, is closely related to the welfare ratio minus the part devoted to paying taxes. The 

case of Castile is illustrative. The numbers show unequivocally that the Castilians paid 

more taxes than the inhabitants in America. The objective fiscal burden they supported 

was also higher. The situation of the Castilian economy allowed them to sustain such a 

high taxation level. The welfare ratio minus the taxes leaves still 47.22% of overhead 

after paying the for the minimum necessary to survive. The situation in America was not 

the same. If we discount the fiscal burden from the welfare ratio in Peru, the welfare ra-

tio drops from 107.76% to 99.36%, which is under the poverty line. New Spain’s wages 

were even lower than in Peru, and barely reached the limit of poverty. If we discount the 

taxes, the welfare ratio reaches an uncomfortable 92.58%. Furthermore, those numbers 

express only the fiscal burden of the taxes charged by the Crown. The Church and the 

municipalities had parallel tax systems whose burden we have not accounted for here.

Thus, the evidence shows that in 1595, the New World inhabitants paid fewer taxes 

than those living in Castile and supported less objective fiscal burden. However, this does 

not seem to be caused by the lack of appropriate institutions to enforce taxation correctly. 

Instead, the capacity to sustain a higher fiscal burden in America had reached the ceiling 

marked by its economic capacity. The numbers presented here show that increasing the 

tax recollection either in Peru or in New Spain would have strained the limits of a sus-

tainable fiscal burden. Pushing further those limits might have conducted to a popular 

uprising.

The situation of the economy in America varied heavily throughout the XVIIth cen-

tury. New Spain experienced an expansion of its population and its economy. The mining 

camps expanded its production after some problematic years in the 1630s. The northern 

frontier of the viceroyalty never ceased to expand, incorporating new territories with 

potential mining riches. Contrastingly, Peru suffered a recession in the mining sector, the 

most dynamic of its economy. The southern viceroyalty slowly transited from an econo-

my heavily centered on the output of silver bullion in Potosí to a more diversified system 

based on the trade.  The expansion of regional markets reflects on the changes in the 

composition and regional importance of the taxes.

The exercise already realized for the year 1595 can be generalized for the XVIIth 

century. We have already presented the fiscal revenue data, population figures, the co-

efficients for the nominal annual wages, subsistence cost, and the welfare ratios. Graph 

4.8 presents the results for Peru, New Spain, and Castile. Sadly, data for Central America 
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and the Caribbean is still missing. The graph shows the average value per quinquennium 

of the fiscal burden, measured as the percentage of the welfare ratio needed to pay taxes.

The level of fiscal pressure sustained by the Castilian tax system was high. The aver-

age between 1590 and 1689 was 24.53%. According to the data presented here, Philip II’s 

government saw the process’s peak towards the 1580s. However, Philip III’s government 

seems to have provided some respite. The suspension of the servicio de los millones in 

Castile might explain the marked recess of the curve. However, the fiscal burden recov-

ered rapidly by the 1610s. Philip IV’s government increased the fiscal burden in Castile, 

which might have reached the highest point of the century, reaching 29.47% of the real 

wage towards the 1630s. The graph shows a sensible decline in tax pressure from this 

point on. We have to warn that the Crown charged the fiscal resources in debased copper 

coin during this precise epoch. Thus, the curve’s recess might show a decrease in the 

value of the total revenue and not an actual drop on the fiscal burden sustained by the 

Castilian population.

Peru’s fiscal burden increased from 3.33% to 11.18% of the welfare ratio between 

0%

10%

20%

30%

Peru

New Spain

Castile

Graph 4.8. Fiscal Burden as Percentage of Welfare Ratio in Peru, New Spain and 
Castile. 1600-1699, Average Per Quinquennium

Sources: for the Hispanic American Fiscal Revenue; Klein & TePaske (1982). Klein & TePaske (1986). 
For the Castilian Fiscal Revenue: Andrés & Lanza (2008). Population figures for Peru and New Spain: 
Arroyo & van Zanden (2015). Nominal Annual Wage, Cost of Subsistence and Welfare Ratio for Peru 
and New Spain by Arroyo Abad et al. (2012). For the Castilian Cost of Subsistence and Nominal Annual 
Wage: Allen (2001). Values from annex 9.
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1575 and 1604. However, for the rest of the century, the time series experienced marked 

stationary behavior. Tax pressure had an average of 9.63% of the welfare ratio, without 

much variation or any marked trend. Considering that Peru’s total fiscal revenue had a 

marked negative trend throughout the century, the fact that the burden did not descend at 

the same rate as the total revenue shows that the government understood the viceroyalty 

situation and palliated the decrease of the resources. The time series evolution for fiscal 

burden shows that the Crown directed its fiscal policy towards Peru to maintain the pre-

vious taxation levels, despite the recession suffered by the mining production in La Plata 

district. The increases introduced over the alcabala and the almojarifazgo rates during 

the mid-XVIIth century allowed the Crown to sustain the previous levels of tax pressure 

over the viceroyalty population.

The fiscal burden in New Spain is perhaps the main feature of graph 4.8. Tax pres-

sure in the northern viceroyalty increased almost continuously since the last quarter of the 

XVIth century and until the 1690s. Part of the secret behind the shift experienced in the 

viceroyalties’ overall output is here. In 1575 the inhabitants of New Spain devoted 1.67% 

of their real wage to pay their taxes, whereas, by 1685, the average of the welfare ratio 

needed to pay the taxes was 31.74%. Until the end of Philip III’s reign, the time series for 

Peru and New Spain presented very similar trajectories, although the southern viceroyalty 

had a higher fiscal pressure. This pattern changed decisively under  Philip IV’s govern-

ment. Whereas tax pressure in Peru seemed to stagnate, New Spain’s augmented rapidly 

until the 1650s. The last part of the reign saw a descent of the burden.

With the advent of Charles II, tax pressure escalated in New Spain. By the 1670s, 

the level of fiscal burden in the northern viceroyalty reached similar percentages to those 

experienced in Castile by the end of Philip II’s reign. Sustaining such a tax pressure 

over the population implied the existence of an economy able to pay wages well above 

the limit of subsistence. Arroyo, Elwyn, and van Zanden calculate the average welfare 

ratio for Mexico during this epoch in 259.58%. The population might not perceive an 

average of 30% fiscal burden as particularly vexing within this context. However, the raw 

averages presented here do not consider the distribution of the burden among the social 

classes of the continent. On the day of Corpus Christi of 1692, the populace of Mexico 

City attacked the royal palace. The Indians and other castas participating in the uprising 

burned down part of the Tribunal de Cuentas archive.41 Despite the efforts realized by 

41 Josefina Muriel, “Una nueva versión del motín del 8 de junio de 1692,” Estudios de Historia Novohispa-



324

the accountant Jose de Urrutia and Carlos de Sigüenza y Góngora, a high proportion of 

the fiscal information accumulated at the viceregal capital was lost.42 Coincidentally, tax 

pressure recessed rapidly in New Spain during the last quinquennium of the century.

na, no. 18 (1998): 107-115.
42 “...no hubo puerta ni ventana baja en todo palacio, así por la fachada principal que cae a la Plaza como 
por la otra que corresponde a la Plazuela del Volador, donde está el patio del Tribunal de Cuentas y en ellos 
Oficios de Gobierno, Juzgado general de los indios y la Capilla Real, en que no hubiese fuego.” Carlos de 
Sigüenza y Góngora, “El motín de 1692,” in Lecturas Históricas Mexicanas I, Comp. Ernesto De La Torre 
Villar (México, D.F.: Universidad Nacional Autónoma de México, 1998), 585.
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5. FISCAL POLICY IN HISPANIC AMERICA

The Crown consciously designed the fiscal policy conducted in America. It was a rational 

construct intended to address the primary necessities and priorities of the Empire, in Eu-

rope and the New World. The Crown and its institutions possessed the capacity to discuss 

and materialize many of reforms that altered the current state of the public finance system 

in the New World. Controlling the fiscal resources was among the most effective mecha-

nisms at the Crown’s hands to influence the state of affairs in America. The fiscal policy 

also shows the limits and roadblocks encountered by the administration when it enforced 

its more ambitious policies regarding the royal exchequer.

The specialized literature has not assessed this subject particularly. There is a gener-

alized perception among the scholars regarding the Castilian Crown and its governmental 

organs. They have regarded these institutions as having limited capacity to design and 

enforce a set of clearly defined directives.1 These institutions were unable to apply a co-

herent set of guidelines in the New World. The literature often characterizes the Hispanic 

Empire’s government as a corrupt construct that lacked most of the essential executive 

capacities that were commonly functioning in the early modern world.2 The Indies have 

been conceptualized solely as providers of fiscal resources for the Crown in Europe.3

Recent specialized literature considers that whenever the government in Madrid in-

tended to enforce a policy, local authorities and elites simply overrode them. There was a 

1 The literature has judged the Castilian bureaucracy was, for the most part, unable to decide how to spend  
the revenue of the Real Hacienda. For instance, G. Mutto indicates that the capacity of the government to 
develop a coherent fiscal policy was hampered by decisions that were taken at the higher levels of the gov-
ernment and which changed as soon as political turmoil evolved. They did not take into consideration any 
rational assessments derived from the information provided by the public finance system. “Any analysis of 
the Spanish system must make some judgment concerning the efficiency and operational skill exercised by 
the financial ‘bureaucracy’. There has been a scholarly tendency to criticize the bureaucratic machinery of 
both centre and periphery for its lack of efficiency in administering the territories of the empire... Moreover, 
the extent of the fiscal burden was determined at a higher political level than that on which the bureaucrats 
operated. Expenditure derived from political decisions which were often taken without serious assessment 
of the likely costs. In these circumstances, it was by no means easy for financial officials to carry out effi-
cient tax measures.” Giovanni Muto, “The Spanish System: Centre and Periphery,” in Economic Systems 
and State Finance, Ed. Richard Bonney (Midsomer-Norton, Bath: Clarendon Press, 1995), 233.
2 Daron Acemoglu and James A. Robinson, Why Nations Fail. The Origins of Power, Prosperity and Pov-
erty (Suffolk: Profile Books, 2012), 7-44.
3 “La organización económica de las Indias hecha por Castilla y el armazón del sistema fiscal adoptado 
respondieron a la circunstancia de ser las colonias consideradas, ante todo, unos centros productores de 
metales preciosos y monetarios, una vez consideradas secundarias las restantes actividades productivas. El 
triunfo por el interés fiscal de las colonias en beneficio de la Hacienda castellana se mantuvo inalterable 
durante los tres siglos del Imperio colonial español salvo los retoques reformistas introducidos en el siglo 
XVIII, que, pese a todo, no terminaron por descomponer la esencia fiscalista del sistema.” Antonio M. Ber-
nal, España, proyecto inacabado (Madrid: Marcial Pons, 2005), 245.
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disconnection between the mandate of the central administration and the local enactment. 

Thus, Madrid’s power to enforce the accomplishment of its dispositions in America was 

very limited, or rather outrightly nonexistent.4 The problem is that many of these studies 

explain the institutions of the Empire without actually studying the institutions.

The assessments of the scholars have been based mainly on observations realized 

for the late XVIIIth century. During the last few years, there has been an upsurge of fiscal 

studies centered precisely on the epoch of the Bourbon Reforms, especially in Mexico.5 

This academic interest is entirely justified, as the decisions taken during the last quarter 

of that century had long-lasting effects on the nations that emerged from the break-up of 

the Hispanic Empire in America.

There are not many monographs that center on the XVIIth century and treat the His-

panic Empire’s public finance system.6 The studies that devote themselves to that centu-

ry have gravitated towards regional and national analysis.7 The research only takes into 

4 “Recent studies suggest that the crown had little option but to devolve authority. Within the inherited 
quagmire of jurisdictional fragmentation, actors on all levels, from the most powerful city to the individual 
peasant, could and did use various strategies to resist unwanted royal demands. Author after author suggests 
that the traditional phrase by which officials and subjects could choose «to obey but not comply with» (se 
obedece, pero no se cumple) royal orders was not an empty formula.” Regina Grafe and Alejandra Irigoin, 
“Bargaining for Absolutism: A Spanish Path to Nation-State and Empire Building,” Hispanic American 
Historical Review LXXXVIII, no. 2 (May, 2008): 179.
5 See: Carlos Marichal Salinas, Bankruptcy of Empire. Mexican silver and the wars between Spain, Britain 
and France, 1780-1810 (New York, N.Y.: Cambridge University Press, 2007). Carlos Marichal Salinas and 
Johanna Von Grafenstein, Coords, El secreto del imperio español: los situados coloniales en el siglo XVIII 
(México, D.F.: El Colegio de México, Instituto de Investigaciones Dr. José María Luis Mora, 2012) Luis 
Aboites Aguilar and Luis Jáuregui Frías, Coords, Penuria sin fin. Historia de los impuestos en México, 
siglos XVIII-XX (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2005). E. Sánchez 
Santiró has analyzed the early Bourbon Reformism from the point of view of Mexico city’s treasury office: 
Ernest Sánchez Santiró, Corte de Caja. La Real Hacienda de Nueva España y el primer reformismo fiscal 
de los Borbones (1720-1755) (México, D.F.: Instituto de Investigaciones Dr. José María Luis Mora, 2013).
6 The works by H. Klein and J. TePaske are a clear exception from this pattern. Herbert S. Klein and John 
Jay TePaske, “The Seventeenth-Century Crisis in New Spain: Myth or Reality?,” Past & Present, no. 90 
(February, 1981): 116-135. Herbert S. Klein and John Jay TePaske, “A Rejoinder,” Past & Present, no. 97 
(November, 1982): 156-161. The essays published in the 1990’s by H. Klein: Herbert S. Klein, “Historia 
Fiscal Colonial: Resultados y Perspectivas,” Historia Mexicana XLII, no. 2 (October, 1992): 261-307. 
Herbert S. Klein, “The Great Shift: the rise of Mexico and the Decline of Peru in the Spanish American 
Colonial Empire, 1680-1809,” Revista de Historia Económica XIII, no. 1 (March, 1995): 35-61.
7 The pioneering analysis written by Andrien for Peru does take into account the fiscal dimension and the 
political situation, but only when it concerns the Lima treasury office: Kenneth J. Andrien, Crisis and De-
cline. The Viceroyalty of Peru in the Seventeenth Century (Albuquerque, NM: University of New Mexico 
Press, 1985). Many monographs focus on just one of the fiscal categories of the exchequer. For example: 
Peter J. Bakewell, Minería y sociedad en el México colonial. Zacatecas (1546-1700) (México, D.F.: Fondo 
de Cultura Económica, 1976). It is also important to note the works realized for the Caribbean: Hermes To-
var Pinzón, “Remesas, situados y Real Hacienda en el siglo XVII,” in Dinero, moneda y crédito en la Mo-
narquía Hispánica, Ed. Antonio Manuel Bernal (Madrid: Marcial Pons, Fundación ICO, 2000), 241-268. 
And most notably: Rafal Reichert, Sobre las olas de un mar plateado. La política defensiva española y el 
financiamiento militar novohispano en la región del Gran Caribe, 1598-1700 (México, D.F.: Universidad 
Nacional Autónoma de México, 2013).
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account the central administration when it is relevant to the region but does not usually 

assess the area as part of a larger entity. This neglect is also persistent within the studies 

pertaining directly to the field of economic history, for they do not typically focus on the 

fiscal dimension of the Hispanic Empire in America.8

The literature has concentrated on the remittances sent to Castile during the XVIIth 

century. However, they accounted for a mere 16.32% of the total expenses of the Real 

Hacienda.9 But what about the other 86.33% of the resources? It was the same Crown that 

decided to spend these fiscal assets in America and not a third party. Political decisions 

generated this situation. During this epoch, the American provinces that needed to pay for 

the construction of forts, warships, and soldiers’ wages, consumed funds that the govern-

ment had often transferred to Castile. The expenses of the administrative apparatus of the 

Indies also increased significantly.

The Crown, ever-pressed to increase its fiscal revenue, pushed to obtain more re-

sources from Hispanic America. The literature has not fully assessed that defending the 

New World from the competing European powers and transferring public funds to Eu-

rope, were both priorities of the same Empire. Evaluating the state capacity of the Hispan-

ic Empire solely by the amount of silver it was able to transport from America to Seville, 

is a methodology that does not provide enough insight into the problem.

Mainstream literature has qualified the Hispanic Empire as a helpless construct, 

forced to devolve all its power to the continent. However, this portrayal does not fit en-

tirely with the public finance data presented in the previous chapters. The competences of 

the Hispanic Empire are more complex to assess than what the literature has presupposed 

until now. The Real Hacienda diversified the sources of fiscal revenue during the XVIIth 

century. The institution had the undeniable capacity to allocate resources within the conti-

nent and in Asia. Thus, the Crown’s governmental institutions exhibited a definite capac-

ity to modify the state of affairs in the New World.

8 J. Israel’s analysis of the XVIIth century in New Spain barely considers the problem of the fiscal revenue 
to show the political struggle in the viceroyalty. Jonathan I. Israel, Razas, clases sociales y vida política en 
el México colonial 1610-1670 (México, D.F.: Fondo de Cultura Económica, 1980). A. Amadori’s excellent 
study for Peru centers on the negotiations of the Unión de las Armas for Peru, nevertheless, the text is not 
overly concerned on the fiscal problems tackled during the epoch. Arrigo Amadori, Negociando la obedien-
cia. Gestión y reforma de los virreinatos americanos en tiempos del conde-duque de Olivares. (1621-1643) 
(Sevilla: CSIC, Universidad de Sevilla, Diputación de Sevilla, 2013).
9 See: “Table 3.2. Expenses of the Hispanic American Real Hacienda. 1600-1699” on page 159.
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5.1 The mechanisms of tax policy. From confrontation to cooperation

Se conoce que Vuestra Majestad quiere obligar más con la grandeza de su benignidad, que con el imperio 
de su absoluto señorío. Pues lo que pudiera con éste, quiere conseguir por ella, justificando con razones 

las conveniencias de sus mismos vasallos.
Mexico City’s Cabildo to Philip IV in 1628.10

During the early modern era, the Monarchies in Europe knew very well that taxation was 

among the most sensitive areas of any government. Poorly-assessed tax policy could 

quickly turn sour the relationship between the king and his vassals. A population that per-

ceived taxation as unjust could easily rebel against the sovereign. Governments promptly 

understood that negotiation and representation were at the heart of a stable relationship 

with the taxpayers. The close ties between political representation and tax justice was not 

a novelty introduced by the Absolute Monarchies of the early modern era. As Neumark 

sarcastically remarked, “...there has never been neither a government nor a dictator who 

would have had the quip to claim that they had proposed or adopted unjust fiscal poli-

cies.”11

European monarchies found a variety of institutional frameworks to solve the core 

issue of tax negotiation between the monarch and the contributors. Cortes, Parliaments, 

and Councils emerged as answers to the problem. In Castile, to modify the status quo of 

the public finance system, the Crown would have addressed the Cortes, which was the 

assembly that represented the free cities of Castile. Within this institution, negotiation 

ensued. The Monarchy conferred with the Cortes to further expand the revenue base. 

When the assemblies approved the service, the capacity of the Real Hacienda to produce 

indebtedness expanded.12 The Crown could choose to circumvent the problems posed by 

negotiating at the Cortes by addressing directly to the cities. The Monarchy took this path 

after the 1630s.

However, the institutions that developed in Hispanic America since the conquest 

diverged from those operating in the Peninsula. There was no representation of the cities 

in a system similar to the Cortes de Castilla, neither local councils of the caliber of the 

Castilian cities in the New World. The king’s will encountered less restraint in America, 

10 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f, 9 back.
11 Fritz Neumark, Principios de la imposición (Madrid: Ministerio de Economía y Hacienda, Instituto de 
Estudios Fiscales, 1994), 86.
12 For an assessment of the role played by the Castilian Cortes during the XVIth century: Carlos Álvarez No-
gal and Christophe Chamley, “Debt policy under constraints: Philip II, the Cortes, and Genoese bankers,” 
The Economic History Review LXVII, no. 1 (February, 2014): 208.
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for there were not many strong institutions that would oppose it.13

The main problem to assess in the Indies was not whether the sovereign lacked or 

possessed enough rights to impose new taxes. The problem was not theoretical, but rath-

er a practical one. The real challenge was that any modification of the public finance 

system would not encounter any resistance among the population. In 1628, the count of 

Chinchón, recently designated viceroy in Peru, noted precisely this before embarking to 

America to pursue the viceroyalty’s commitment to the Unión de las Armas:

what matters to His Majesty’s Royal Service is that the taxes necessary to pursue 
this end [of the Unión de las Armas], would not only be imposed but that they would 
be received and paid by His vassals with the obedience and satisfaction due to their 
king.14

The absence of Cortes, similar to those found in Castile, did not mean that the Crown 

could unilaterally modify the public finance system in the New World. Absolute should 

not be confused with arbitrary.15 Any changes that affected the taxes, either by creating 

new ones or changing the rules that regulated those already in place, had to be entirely 

justified under the vassals’ eyes. Notwithstanding, they were artisans in Seville or settlers 

of the New World.

The affairs in the Indies allowed that the king and his Council devised the adequate 

mechanisms to find consensus among the settlers. In the New World, practical arrange-

ments for tax negotiation frequently operated, despite not being systematized in any writ-

ten code. The Crown delegated to the viceroys in Lima and Mexico city the determination 

regarding how to use the practical methods to charge the taxes. They possessed the appro-

priate knowledge of the local reality to materialize the policies designed in Madrid. The 

13 The viceroy Chinchón compared the mechanisms for tax negotiation in Aragon and the Indies with the 
following terms: “I have seen in Castile and in the Crown of Aragon, of which I have better understanding, 
that Your Majesty provides similar, and even better rewards for the approbation of extraordinary services. 
Your Majesty even uses of these methods to achieve it in similar occasions. However, I recognize that in 
the Indies there are not a Junta de Cortes, Brazos, Estamentos, or Parlamentos. Thus, the Royal Will of 
Your Majesty is free and absolute, without the need of concessions from the Kingdoms and Cities to impose 
whatever it wants. Hence, [Your Majesty] regulates the taxes only by His clemency about the possibilities 
[to contribute] of His vassals, and appropriate considerations of State and Government.”AGI, Gobierno, 
Indiferente General, 2690, 03/14/1628, f. 2 front. [Emphasis added].
14 Ibidem.
15 “La «arbitrariedad», que -a juzgar por las concepciones dominantes en nuestros días- era normal y co-
rriente en la época del absolutismo para todo lo referente al establecimiento y distribución de los impuestos, 
pero que también puede observarse actualmente en determinados actos administrativos del fisco, parece 
haber quedado suprimida por el principio constitucional de igualdad ante la ley. Ocurre en muchos casos, 
sin embargo, que las antiguas formas de arbitrariedad han sido sustituidas por otras de nuevo cuño...” Neu-
mark, Principios..., 86.
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Crown invested the viceroys with the responsibility to choose the most convenient among 

the mediums that were proposed by the Consejo de Indias.

Thus, the viceroy could choose the path of the arbitration with the settlers in a case 

by case basis.16 The Crown also invested them with the ability to reward those individuals 

that cooperated particularly to apply the fiscal policy dictated from Madrid.17 Undoubted-

ly, this allowed them to accumulate much power. However, they were unable to introduce 

any new clauses to the policy dictated from Madrid, without the express consent of the 

Council. Neither were they able to promote any fiscal reform if the central government 

did not propose it.

The debates at the Consejo de Indias provide many cases to reconstruct the general 

lines of the fiscal policy of the Hispanic Empire in America during the XVIth and XVIIth. 

The Council based its policy on a limited set of rules. The Crown’s principal objective 

was to maintain and expand its position as the absolute ruler of the territories it had con-

quered in the continent. Although the goals pursued by the Crown could be unfolded in a 

myriad of different policies, to preserve clarity, they were all subsumed, or derived from 

this primary goal.

The term absolute ruler is the object of a longstanding debate in the literature.18 

However, the decision-makers of the epoch understood the term clearly. In 1610, the Con-

sulado de Comercio in Seville solicited to barren trade between New Spain and the Phil-

ippines. The merchants at the Andalusian port argued that trade between these provinces 

of the Empire was detrimental for Castile. They also asserted that using the navigation 

through the East, across the Atlantic and the Indian Ocean, would have the aggregated 

benefit of dislodging the Dutch from Asia.

16 The answer to the letter of the viceroy Chinchón was given by Rodrigo Aguiar y Acuña, a rugged bu-
reaucrat with a long trajectory of service both in Quito and Madrid, and one of the senior secretaries at the 
Council. There, Aguiar stated that: “The viceroys have the power to call the ministers for assemblies and 
also to call some vassals -whomever they want- and reach agreements directly with them.” AGI, Gobierno, 
Indiferente General, 2690, 03/14/1628, f. 3 front.
17 “...hacen los virreyes juntas de ministros y llaman algunos vasallos, cuales les parece, y con aquellos 
acuerdos, y comunicándolo con los corregidores y los prelados, fácilmente se introduce la materia en los 
cabildos eclesiásticos y seglares, cuando conviene. Y se halla dispuesta de suerte que lo más consiste en la 
traza del virrey y el deseo de tenerle agradado porque tiene premios de que hacerles gratificación.” Ibid., f. 
2 back [Emphasis added].
18 “The evolution of polities from single absolute rulers to democratic governments is typically conceived 
as a move towards greater political efficiency. In the sense that democratic government gives a greater and 
greater percentage of the populace access to the political decision-making process, eliminates the capri-
cious capacity of a ruler to confiscate wealth, and develops third-party enforcement of contracts with an 
independent judiciary, the result is indeed a move toward greater political efficiency.” Douglass C. North, 
Institutions, Institutional Change, and Economic Performance (Cambridge: Cambridge University Press, 
1990), 51.



332

Weighing reasons to proceed on such an important subject, Philip III ordered the 

viceroy of Peru, the marquis of Montesclaros, to express his opinion about the Consul-

ate’s petition. The navigation, opined the marquis, required no innovations. The current 

forces of the Castilians and the Portuguese in Asia would suffice to expel the Dutch from 

that continent.19 The viceroy had fought in Flanders under the Duke of Alba and possessed 

a derisive conception of the Dutch.20 Nonetheless, he elaborated a balanced comparison 

between both Empires:

Whenever those affairs are treated, it should be pondered that our goals will always 
be more challenging to achieve. The Dutch please themselves to arrive wherever 
they are admitted. They receive what they are given, without caring much if anyone 
else enters those parts. [Contrary to this,] Your Majesty wants, as it is reasonable, 
to remain absolute and alone in power, closing the door to whomever that would not 
come with their name and title of subjection.21

The lines show one of the most explicit contemporary definitions of what the bureau-

crats of the Hispanic Empire understood by absolute in terms of the monarch. The king of 

Castile strove to hold the territorial control of the lands he, or his vassals, conquered. The 

concept of Absolute Monarch declared here by the marquis of Montesclaros is perhaps 

closer to Tacitus than to Hobbes. The definition is entirely reactive: the Castilian monarch 

could be absolute whenever there were no other monarchs disputing the land’s control. 

Being absolute, following these terms, did not imply building a leviathan.

This assessment about what having an Empire meant, entailed many responsibilities 

for the Crown. Of them, the most important was to assume the costs derived from the 

defense needed by these territories. The viceroy pointed out the notable differences in the 

imperialism practiced by the Castilians and the Dutch. The latter was strongly attached 

19 “...the only dominion I know the Dutch possess in these parts is to pillage and impose their commerce as 
they normally do, even in kingdoms of this Monarchy that are closer to the force of Your Majesty’s fleets 
and military defense. On top of that, they have some factorías founded which are protected by men at arms. 
It would not be necessary to send an entire fleet from Spain to dislodge them. It would suffice to order the 
governor at Manila to provide the soldiers, and the Viceroy of India to provide the ships from Malacca to 
try it, for it might not be challenging to expel them, at least once.” BNE, Manuscritos, 8990, f. 78 back - 79 
front.
20 The viceroy Montesclaros also expressed his admiration regarding the Dutch fleets: “It is of no substance 
the argument that, by using this navigation, the Dutch have almost dominated the spice trade, for they did 
not have the choice to use any other path than this. I can assure Your Majesty that, with all the caution used 
by the Dutch to consider what it is optimal for them, if they possessed more convenient navigation routes 
-as that of New Spain-, they would not risk running in front of the coasts and ports of Your Majesty [in 
Castile], and other parts where they could very well find someone that would attack them.” Ibid., 78 front 
[Emphasis added].
21 Ibid., f. 79 front [Emphasis added].
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to the commercial interests. He argued that the Dutch cared little if the Portuguese -or 

anyone else- entered the territories in which they navigated to trade with the local popu-

lations: they did not want to remain absolute, they sought to profit.

Two main consequences derive from this definition of the Hispanic and Dutch Em-

pires. Firstly, as Montesclaros cleverly suggests, attacking and burning the Dutch’s en-

trepôts in Asia was an absurd waste of money and human resources. They “could be 

expelled, at least once...”,22 but they would simply return and rebuild their forts. The 

second consequence is that the objectives the Hispanic Empire aspired to were more cost-

ly than those of the Dutch. That is, the Hispanic Empire’s goals were “more difficult to 

achieve.” Establishing the absoluteness of the king of Castile, meant to occupy the land. 

It also meant to defend it against those that tried to enter “without their name and title of 

subjection.”

Thus, maintaining the Crown of Castile as the absolute ruler of America entailed 

hefty costs. The Hispanic Empire had an obligation to defend the lands it had conquered. 

It had to build the forts and populate them with soldiers. The Empire had to provide the 

population with government and public works. The Crown had financed the Empire’s 

costs in America by controlling the fiscal revenue of the prehispanic systems. It had also 

charged taxes over the mining production. The conquerors had been displaced, somewhat 

forcefully, from the government and the direct control of the repartimientos.23

The Crown was able to find a situation of equilibrium regarding the New World. The 

size of the fiscal resources obtained through these means, allowed the Real Hacienda to 

liquidate the costs associated with the Empire in the New World. Perhaps the most crucial 

development experienced during the second half of the XVIth century, was that the royal 

22 Ibidem.
23 The arrangement provided by the XVIth century seems to be akin to a model in which there were only two 
players and in which private information played a rather small role. E. Green qualifies this situation as cus-
tomary equilibrium. “First consider an environment without private information. Suppose that every year 
the subject grows a crop of a certain fixed size. Suppose that the ruler does not produce anything, but that 
the ruler is more powerful than the subject and can seize part of the subject’s crop -say, half of it- with im-
punity. The subject can defend half of the crop successfully, but by trying to defend anything more than that, 
will only suffer injury. In this environment, either of two situations may occur. The subject may underesti-
mate the power of the ruler, so that the ruler will seize half the crop by force and the subject will be injured, 
or the subject will voluntarily yield half the crop to the ruler. The history of such a simple society as this 
one will be brief. After an initial period of years in which the subject painfully comes to appreciate the full 
extent of the ruler’s power, the subject will start to yield the crop without protest as the ruler’s customary 
right. Since no new information will be transmitted after this customary equilibrium has been reached, the 
subject will thereafter bring the tribute to the ruler without the need for any negotiation involving explicit 
communication.” Edward J. Green, “On the Emergence of Parliamentary Government: The role of Private 
Information,” Federal Reserve Bank of Minneapolis Quarterly Review XVII, no. 1 (January, 1993): 2-3.
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exchequer in America even generated surplus fiscal resources. The Real Hacienda was 

able to provide the government in Europe with silver bullion of utmost quality.

However, by the end of the XVIth century, Hispanic America experienced a cycle of 

accelerated social and economic changes. The traditional sources of fiscal revenue in the 

continent, mining taxes and Indian tributo, suffered a steep decrease. These were the two 

pillars that had sustained the finances of the Empire during the governments of Charles 

I and Philip II. Another development shook the balance in the continent since the 1580s. 

The first of January, 1586, Francis Drake sacked the port of Santo Domingo and then nav-

igated southwards to attack Cartagena in New Granada. The Spanish settlers in America 

had never seen an enemy fleet of that scale.24

After these events unfolded, the Castilian Crown’s external competitors constantly 

menaced the American mainland, taking hold at some critical points of the continent. 

The Caribbean became a zone of constant confrontation for all the European Empires 

that strove for world domination in the early modern era.25 The attacks over the Hispanic 

settlements by English, Dutch, and French fleets showed the necessity to ramp up the 

military in America. It was evident that the assets committed to the defense in the New 

World needed to increase. The very survival of the Empire was at stake.

Up to this point, the enforcement of the Crown’s main objective could have taken 

two paths. The first was to increase the fiscal burden in America unilaterally. The enco-

menderos could have been further displaced from the production units, substituting them 

with direct control by the government. The Crown could have eliminated the special rates 

on the mining production in New Spain. The tributos could also have suffered some in-

crease.

Nonetheless, the situation of the traditional sources of fiscal revenue in America by 

the end of the XVIth century did not seem to be in a situation that permitted to increase the 

taxes.26 The decline of silver bullion after the 1630s was acute, but the trend was negative 

24 The cabildo of the city of Santo Domingo sent notice of the action in February of 1586: “Viernes a las 
10 horas antes del mediodía de enero de este año [1586] llegó a esta ciudad un barco de pescadores que 
dio aviso al licenciado Cristóbal de Ovalle, vuestro Presidente, que desde el Cabo de Saucedo, que son seis 
leguas de este puerto, había surta la noche antes de él, 17 navíos de alto bordo y de mayor grandeza que 200 
toneladas arriba, que a su parecer eran inglesas.” Genaro Rodríguez Morel, Cartas del Cabildo de la ciudad 
de Santo Domingo en el siglo XVI (Santo Domingo: Patronato de la Ciudad Colonial de Santo Domingo, 
Centro de Altos Estudios Humanísticos y del Idioma Español, 1999), 434.
25 In Green’s model, this would be equal to the apparition of the dragon that forces the peasant and the ruler 
to establish a negotiation to defend themselves. Green, “On the Emergence...”, 3.
26 See: “Table 4.7. Fiscal Burden in Hispanic America and Castile, year 1595” on page 319.
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since the early XVIIth century.27 Indian population diminished sensibly during the first 

decades of that century. Increasing the fiscal burden might have conducted to a rebellion. 

In that case, preserving the previous equilibrium and unilaterally elevating tax pressure 

might have had precisely the contrary effect of that pursued by the Crown.

The second path was negotiating with the local elites for their cooperation on the 

joint enterprise of the Empire. This course of action implied to pursue a new equilibrium 

that would introduce previously unknown elements into the public finances of the Empire 

in America. The establishment of these new venues to increase fiscal revenue in America 

would also require to share some of the power the Crown had accumulated during the 

previous years.

Governmental institutions, both in Castile and America, reacted to these challenges 

by adjusting their policy, and searching for avenues to find a new equilibrium. There was 

a conscious effort to implement a fiscal policy that would alleviate financial over-depen-

dency on mining production. The government favored the introduction of trade taxes and 

royal monopolies to diversify the sources of revenue. The categories introduced with the 

mid-XVIIth century reforms, such as the papel sellado, the media annata, and a myriad of 

new monopolies, would become staples of the Hispanic American fiscal system.

Contrary to what the literature assessed, the fiscal policies designed in Madrid did 

not consider the American inhabitants as mere passive subjects whose sole role was to 

contribute silver for the Crown’s policies in Europe. Instead, the Consejo de Indias debat-

ed actively about the position, competences, and participation of the American kingdoms 

within the Imperial design.28 Tax policy in America became more elaborated once the 

Crown acknowledged that cooperation with local elites, rather than confrontation, was 

the best route to enforce its main policy.

Within this arrangement, knowledge played a crucial role. It was necessary to de-

termine the actual cost of the resources needed to defend the Empire. This was also the 

27 The count of Lemos, president of the Consejo de Indias pointed out precisely this: “...especialmente [aho-
ra] que la [hacienda] de las Indias no se ve que vaya en aumento, y los gastos en ellas para sustentarlas en 
gobierno, y justicia en lo temporal, y para el aumento y ornato de lo espiritual, y para la defensa y amparo 
en armas y presidios forzosos, van aumentando sin poderlo escusar.” AGI, Gobierno, Indiferente General, 
751, 08/14/1608, f. 1 front & back.
28 “Both in Castile and in the Indies a heavy state apparatus was imposed on society in the name of royal au-
thority. But the weight of this apparatus was to some extent alleviated by a political culture which, although 
lacking the more obvious institutional restraints on the arbitrary exercise of power, was postulated on the 
basis of a reciprocal relationship that required an expected a continuous process of negotiation between the 
monarch and his subjects. Lobbying and petitioning, compromise and counter-compromise, formed the ev-
eryday stuff of political life in Spain’s empire of the Indies.” John Huxtable Elliott, Empires of the Atlantic 
World (New Haven, CT: Yale University Press, 2006), 133.
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case of the information about the capacity of the settlers to pay taxes. The capacity to 

acquire and manage information regarding the economic situation and the Real Hacien-

da’s general state was at the center of the strategies of the actors to negotiate taxation.29 

The arrangements needed to solve the negotiations implied the existence of two-channel 

communication between the Crown and the factions of the elites in America.

During the XVIIth century, local markets slowly increased in importance over the 

continent. A new local elite linked to these commercial activities emerged across the main 

cities of the New World.30 Castile had a long tradition of charging taxes over commercial 

circulation, a very convenient and reliable source of revenue for the Crown in Europe. 

Moreover, the Spanish settlers in America had the custom of paying the alcabala.

The elites in America gradually became a key actor for the governance of the Em-

pire. The fiscal policy assessed how the king of Castile’s vassals residing in the New 

World would participate in the Empire. Committing their support to the Crown through 

the payment of commercial taxes, extraordinary voluntary donations, as well as through 

other extra-fiscal means, implied to establish some mechanisms that allowed tax negoti-

ation in the New World.

However, it is no secret that the Indies had no vote in the Cortes de Castilla.31 Al-

though the political corpus recognized the Indies as part of Castile, they had a special 

status that was never equal to Monarchy’s other kingdoms of the in Europe.32 The out-

29 “...the arrangement of having such communication is efficient. That is, no other arrangement would be as 
good for both the ruler and the subject and strictly better for at least one of them. This notion of as good for 
is an ex ante one that has to do with evaluating the outcomes of the political process both in years when the 
dragon sleeps and in years when it awakens.” Green, “On the Emergence...”, 3.
30 See the chapter titled “Mercaderes y caballeros: el comercio y el consulado de la ciudad de México del 
siglo XVI al XVII” in: Iván Escamilla González, Los intereses malentendidos. El consulado de comercian-
tes de México y la Monarquía Española, 1700-1739 (Ciudad de México: Universidad Nacional Autónoma 
de México, Instituto de Investigaciones Históricas, 2011), 27-76.
31 In 1633 the viceroy Chinchón noted that providing the cities of Peru with four representatives at the 
Cortes in Castile would allow the Crown to find more support among the local elites whenever taxes were 
negotiated: “Que cuando se convocasen cortes en Castilla para juramento de príncipe hubiesen de ir cuatro 
procuradores en nombre de estas provincias, que son las comprendidas en las seis audiencias. Los Reyes, 
Las Charcas, Santa Fe, Santiago de Chile, Quito y Panamá. Sorteándose entre las ciudades donde residen, 
y la del cuzco, que por justos respetos se le debe ese favor. Y que ellas pagasen los salarios a las personas a 
quien tocasen y llevasen sus poderes para tratar de los negocios públicos que se ofrecieren.” AGI, Gobierno, 
Indiferente General, 2690, 03/31/1633, f. 10 front. Surprisingly, Philip IV answered affirmatively to the pe-
tition: “...me ha parecido no tendrá grande inconveniente el concedérselo, y más si a titulo de hacerles esta 
gracia y merced, sirven con alguna cantidad considerable. Y así lo tratareis y ajustareis con ellos y ponién-
dose en lo que fuere razón se lo otorgareis y concederéis en mi nombre, y me avisareis para que se le envíe 
el despacho que convenga para su mejor ejecución y cumplimiento.” AGI, Gobierno, Indiferente General, 
2690, 05/12/1635, f. 2 front. The affair, however ,did not finish with the incorporation of Peru to the Cortes.
32 “Yet although the Indies were seen as a Castilian conquest, and were therefore united to the Castilian 
crown by what was known as an ‘accessory’ union rather than on a basis of equality, aeque principaliter, the 
fact remained that the conquerors themselves were the king’s own Castilian subjects...” Elliott, Empires..., 
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come, however problematic, was not entirely addressed during the early modern era. 

The situation was entirely known by the Crown, but did little to address it. Leaving this 

subject in what it was indubitably a gray area of the legislation allowed the Crown to en-

counter fewer resistances to enforce its policy in the New World. Institutionally, this was 

an adaptation of the situation in Castile. The Monarchy had learned the harsh lessons of 

what occurred during the Revolt of the Comuneros (1520-1521). By limiting the political 

representation in Hispanic America, the Crown also limited any other institutions’ capac-

ity to challenge its designs.

Thus, as the Crown tried to limit the mechanisms of political representation in His-

panic America, tax negotiation became central for the Indies’ political life. For the set-

tlers, the best manner to express their demands to the viceroys and the king was during 

tax negotiation. These occasions were the petition of an exceptional contribution, the 

increment of trade tax rates, or the negotiation for the payment of the alcabala. In ex-

change, the Crown bestowed rewards to representatives of these groups if they agreed to 

its demands. Social recognition in the form of ennoblement,33 tax exemptions, and other 

mercies, were handed out at the court in Madrid and at the viceregal courts for those that 

cooperated with the Crown.

However, cooperation between the Crown and the settlers in America was not a 

linear process. Many contradictions tensioned this relationship. Two factions formed at 

the hearth of the Consejo de Indias. The first group included those decision-makers who 

conceptualized the Indies as a tool for Castile’s interests in Europe. The second group 

formed with those that understood America as another part of the Hispanic Empire, equal 

to the other reigns ruled by the king of Castile. Whereas the first group saw the fiscal rev-

enue in America as a tool to solve the Castilian exchequer’s necessities, the second group 

understood the New World as a piece of the Empire entitled to possess its own rules and 

institutions, financed with the fiscal revenue obtained there.

Both conceptions of the New World based themselves on long traditions of politi-

cal thought within Castile. The assessments of the parties possessed equally reasonable 

arguments. The first group, composed often by the decision-makers working at Castile’s 

governmental institutions, understood the Indies closer to what we would call, with a 

121.
33 Although there were almost no major noble titles distributed across the New World during the XVIIth 
century, a myriad of nominations for the military orders of Santiago and Calatrava, were handed out to the 
elites in America. Guillermo Lohmann Villena, Los americanos en las órdenes nobiliarias (Madrid: Con-
sejo Superior de Investigaciones Científicas, 1993).
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category still unknown by the epoch, a “Spanish colony.”34 The second group, usually 

represented by the secretaries of the Indies’ Council, especially those that had served in 

positions within the government in the New World, pursued a broad pact with the settlers 

in America. This pact would entitle them to reap the benefits of the Empire.

Within the categorization proposed here, the Count-Duke of Olivares was perhaps 

the most important representative of the first group. There are many examples regarding 

the prime minister’s ideas towards America. He frequently assessed the situation of the 

revenue in the New World as a strategic asset necessary to sustain the costs of the Empire 

in Castile. Within this conception, the Real Hacienda in the Indies was a net provider of 

silver bullion, which would activate the Monarchy ‘s credit in Europe and might also help 

to equilibrate the fiscal deficit in Castile.

These somewhat contradictory assessments regarding America’s role in the Empire, 

were even more evident when the Consejo de Indias debated how and where to spend the 

fiscal assets provided by the Hispanic American Real Hacienda. For instance, during the 

debates regarding the creation of the costly Armada de Barlovento, the Count-Duke of 

Olivares sternly objected to the project. In 1635, France had entered the war on the side 

of the Dutch, and against the Habsburgs. Accordingly, to sustain the war’s efforts, the 

Crown needed the resources that could be sent during these years by the royal exchequer 

in America. These remittances were composed, for the most part, by silver bullion. Pre-

cisely the genre of resources needed the most for the king in Castile to sustain his credit:

the state of affairs [affirmed Olivares] does not allow that, despite having enough 
means from where to supply the ordinary expenses in Castile, they shall be diverted 
and used there [in America]. Furthermore, when it is precisely from the best genre of 
what comes registered from the Indies to His Majesty, which is that originated in the 
Unión de las Armas. If these resources were to be separated from the regular revenue 
of His Majesty, to pay for the effect mentioned above [constructing the Windward 
Fleet], it would result in the lack of a considerable amount of the resources needed 
here to pay the provisiones and consignaciones due to the hombres de negocios.35

The Count-Duke also censured the policy to incorporate Indies’ inhabitants as sailors 

and soldiers within the new fleet. The prime minister asserted that giving independent 

control of an entire naval fleet to the settlers was a risky proposition, for they might 

34 A clear conceptualization of the Indies as a colony of Spain would not appear until the late XVIIIth cen-
tury. Bernal, España..., 81.
35 AGI, Gobierno, Indiferente General, 2536, 08/21/1635, f. 3 front [Emphasis added].



339

choose to betray their allegiance to the Empire. Instead, he proposed to enroll Italians 

to serve in the Barlovento Fleet.36 Suspicions about the fidelity of the settlers were not 

that uncommon within the bureaucracy of the Empire. Since the early rebellions in New 

Spain and Peru, there was a mutual lack of trust between the ruling elite in Madrid and 

the emerging Criollo elite in America. The Crown had condemned the introduction of the 

military career among the Hispanic Americans as extremely harmful for its interests.37

The fiscal policies of the Crown towards the New World evolved as the war against 

the Dutch unfolded. With the creation of the Armada de Barlovento, the Crown intended 

to galvanize a new relationship between Castile and the Indies. The costs of the military 

formations created in America were enormous. The government had to finance them with 

fiscal resources originating in America. The descendants of the conquerors would inevi-

tably fill the ranks of the military.

The Junta de Guerra de las Indias signed the executive plan for this fleet. However, 

the author of the document was Juan de Palafox. This secretary, later bishop of Puebla and 

viceroy of New Spain, was among the leading representatives of the bureaucrats’ group, 

who that intended to incorporate the Indies within the Empire. Palafox clearly understood 

the acute political implications of fiscal expenditure. In the general plan he noted:

this junta not only desires that the resources from these provinces [of the Indies] 
maintain the fleet… but also that the soldiers originate from the vassals of Your 
Majesty, naturals from those kingdoms. By doing so, they will not only learn how 
to fight and defend themselves on the seas, but also they will relieve Spain from the 
continuous conscriptions that have it so depleted of population. These measures are 
necessary for the defense of Castile, as for the wars and enterprises in Europe.38

The Armada de Barlovento was not precisely a history of success for the Crown. 

36 “...una de las cosas en que más debe repararse es tener aquellas provincias dependientes de estos reinos, 
y si se tripulase la infantería de la gente de las Indias y viniesen a tener esta Armada en ellas independien-
temente de los de acá, es punto digno de consideración y que en materia de Estado y buen gobierno no 
conviene que entiendan puede ser esto en ningún tiempo. Y que así convendrá que en lugar de la gente de 
las Indias, fuesen algunos italianos con que se supliese la falta de gente que se considera podría haber [en la 
Armada de Barlovento].” Ibid., f. 2 back - 3 front. The Count-Duke did not normally refer to the Indies as 
the ‘kingdoms of the Indies’ or the ‘Empire of the Indies’, but as the ‘provinces of the Indies’.
37 Even during the negotiation of the Unión de las Armas, the cedula that created this servicio for Hispanic 
America in 1627, noted the great inconveniences that could derive from maintaining a great quantity of 
gente armada in the Indies. Thus, the Crown ordered to exchange the participation of the Hispanic Ameri-
can provinces within the Union into a monetary contribution. The Council noted: “...mucho mayor sería la 
dificultad si en las Indias se hubiese de tener armada gente para socorrer estos Reinos [de Castilla], o los 
demás de esta Monarquía, porque en ellas no conviene [que] haya tanta gente armada, ni la hay...” AGI, 
Gobierno, Indiferente General, 2690, 03/23/1627, f. 1 front.
38 AGI, Gobierno, Indiferente General, 2536, 07/31/1635, f. 3 back [Emphasis added].
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Failures and short-comings plagued its history. However, its creation signified a change 

of route in the relationships between Hispanic America and Castile. The Armada was just 

the flagship of broader political reform undertook by the Crown in America. At the core 

of these changes was the debate about where to channel the taxes paid in America.

Taxation in America remained free from some of the rigidness built into the Castilian 

system. The possibilities this opened were ample, as demonstrated by the many cases the 

Consejo assessed. To provide a coherent explanation, let us assume that tax negotiation in 

Hispanic America followed two broad paths. However, data from actual historical cases 

offer a high degree of variation between the two paths exposed here.

Firstly, to impulse a modification on taxation, the Crown could seek support from 

some of the New World institutions. To show the vassals in the Indies that the fiscal re-

forms were just, the Crown addressed corporations, such as the Consulados de Comercio 

or the cities’ Cabildos. These corporations would become a central piece in the nego-

tiations, for the local elites filled their ranks. They constituted as well institutions with 

established rights to bid for tax farming throughout Hispanic America.

A year after sending the royal order that established the alcabala in Peru again,39 

Philip II issued his permission to establish the Consulados de Comercio at the viceregal 

capitals. By 1592, the merchants in Mexico City founded their Consulate. After the initial 

resistance of Lima’s Cabildo, and even some merchants, the Peruleros established their 

Consulado in 1613.40 The creation of these institutions would provide the merchants in 

New Spain and Peru with a private court governed by commercial law.

The creation of new institutional frameworks such as these denotes the Crown’s ne-

cessity to transfer power to the New World. Many of the recipients of these transferences 

of executive functions in America were precisely institutions created by the Crown, and 

whose authority emanated directly from it. The allegiance of the corporative actors linked 

to such institutions was not necessarily rooted in the local politics but rather in the impe-

39 Although the alcabala had been created for all the Indies in 1574, its application had been suspended in 
Peru. The iteration of the order in 1591 implied its definitive establishment in Peru. See the explanation in: 
“2.2.3 Trade taxes” on page 105.
40 Guillermina del Valle Pavón, El consulado de comerciantes de la ciudad de México y las finanzas novo-
hispanas, 1592-1827. (Ciudad de México: PhD Dissertation, El Colegio de México [unpublished], 1997), 
10. M. Suárez provides the analysis of the botched plan to create both institutions in 1592:  “Los primeros 
intentos de crear el Tribunal del Consulado de Lima, en 1592, fracasaron por la tenaz oposición del Cabildo 
y, en parte, por el temor de los comerciantes de ser el blanco de nuevos impuestos... En 1613 se creó el 
Consulado y los años siguientes fueron testigos de las incesantes pugnas entre oficiales reales, el Cabildo y 
la Audiencia...” Margarita Suárez Espinosa, “El Perú en el mundo atlántico (1520-1739),” in Compendio de 
Historia Económica del Perú II: la economía del periodo colonial temprano, Ed. Carlos Contreras (Lima: 
Banco Central de Reserva del Perú, Instituto de Estudios Peruanos, 2009), 242.
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rial framework.

Rodrigo de Aguiar y Acuña noted in 1628 that the settlers in the Indies had more 

power than the Old World inhabitants regarding any innovation over taxation. The gov-

ernment sought support from the local elites so that the majority of the population would 

perceive the new rules as issued from a consensus. However, opined the secretary, gentle-

men and other people of quality were not allies of the king for these endeavors. Instead, 

the viceroys often sought support among the merchants and their institutions.41

The second path that the Crown could take was to circumvent the pitfalls of politi-

cal representation. The Crown accomplished it by avoiding any radical changes over the 

public finances in Hispanic America. It restrained the reforms only to taxes over which 

it possessed already well-established rights coming from Castilian legislation. Coinci-

dentally, this is why trade taxes became a central piece of the New World’s governance 

during the XVIIth century.

In 1638, the protracted negotiations for the concession of the Unión de las Armas in 

Peru ended. The viceroy Chinchón wrote a letter to Philip IV justifying his proceedings 

on the subject, in which he noted that he had finally chosen to increase the rates of the 

existing trade taxes (alcabala and almojarifazgo). Also, the viceroy Cerralbo had already 

successfully proved this formula in New Spain. According to Chinchón, the secret behind 

the success was that “...as far as I understand, to charge them, it is not required in any 

manner the consent from the Cabildos, despite the amount each one has to contribute.”42

The Consejo in Madrid rapidly understood that it was easier to negotiate with seven 

different elites than a unified front. To promote the increases in tax revenue, the Crown 

exploited political, economic, and cultural differences between the actors in the New 

World. In Mexico City and Lima, the Crown negotiated at the same time with the Cabil-

dos and the Consulados de Comercio, so that they bartered to increase the value of the 

contracts to administrate the alcabala. On the viceregal level, most of the innovations 

in taxation were firstly essayed in New Spain and then passed to Peru. The viceroys and 

many other bureaucrats, consistently reported that the elite and institutions in New Spain 

were usually eager to participate in the Imperial enterprises as dictated from Madrid. 
41 “The Indies are very different from the other Kingdoms [of the Monarchy], not only because the power 
the vassals there have in such cases [of tax negotiation], but also because of their quality -as there are some 
gentleman of enough quality, but they are the less prone to help in these matters-. The cooperation is often 
found within the Consulado de Comerciantes and other men of trade. Also, there are neither a representa-
tion in the Courts nor an assembly of the local Ayuntamientos.” AGI, Gobierno, Indiferente General, 2690, 
03/14/1628, f. 2 back.
42 AGI, Gobierno, Indiferente General, 2690, 04/19/1634, f. 15 front.
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However, they did not always accomplish the pacts entirely with the Crown. In contrast, 

Peruvians often received similar news with reserve and skepticism.43

The Crown expected the viceroyalties to cooperate with the increases in taxes. Both 

in Peru and New Spain, it employed its fiscal policy to increase fiscal pressure. Contrary 

to this, in the Caribbean, the Crown decreased taxes and negotiated fiscal exemptions for 

the settlers. It also mobilized resources from the viceroyalties to pay for the defensive sys-

tem installed there. The differentiated assessment of the situations within the American 

territories shows the government’s capacity to adapt its actions to the conditions experi-

enced within each of the zones.

5.1.1 Tax negotiation and political representation

Me han hecho muchas instancias para que convoque aquí a las Ciudades, a que yo he querido salir por 
ningún caso, no pareciéndome conveniente introducir Cortes en las Indias...

The marquis of Cerralbo, viceroy of New Spain, to Philip IV in 1628.44

The Crown needed the support of the local elites in Hispanic America to facilitate any 

tax increase. Not only because obtaining the agreement of the settlers reduced the risks of 

rebellion significantly, but also because it facilitated to achieve the results expected by the 

fiscal policy. Thus, the Crown sought actively to establish negotiations with the elites in 

Hispanic America. For the elites to embark on any tax negotiation with the Crown, there 

had to be a reasonable cause that justified the Crown’s need to modify the current rules 

of public finances.45

43 The Count of Chinchón, viceroy of Peru, complained to the Council of the underwhelming reaction from 
the representatives of the Ayuntamiento of Lima when he cited them to debate the Unión de las Armas: “To-
dos, menos dos o tres los vi muy tibios, representándome las necesidades y estrechez de los tiempos, y [pi-
dieron] que yo no hiciese nada sin oírles primero.” AGI, Gobierno, Indiferente General, 2690, 04/19/1634, 
f. 13 back. Some time before, the viceroy Chinchón commented -with some sarcasm- the news of the ac-
ceptance in Mexico of the reforms proposed by the Unión de las Armas: “...cualquier gobernador cuerdo y 
recatado, correrá menos riesgo en la dicha provincia de Nueva España, que en esta [del Perú] en las nuevas 
imposiciones, por ser la gente de acá más crespa e inquieta, como en las alteraciones y levantamientos que 
ha habido en lo pasado se han conocido.” AGI, Gobierno, Indiferente General, 2690, 03/31/1633, f. 7 front. 
Not only the high bureaucracy realized this kind of remarks: in a curious letter written in Seville in 1633, 
addressed to the friar Alonso Fuentes de Herrera, administrator of an hacienda for the Society of Jesus at the 
outskirts of Lima, an outraged treasurer of the Order claimed: “¡Válgame Dios, mi Padre Alonso Fuentes! Y 
cómo se va haciendo miserable ¿qué espíritu de tominero ha entrado en esos huesos?... Tengo un compañe-
ro con quien ha doce años que lidio sobre los de ese reino [de Perú, quien dice que] son amarra gatos, y los 
de Nueva España de generosos ánimos. Y aunque siempre he defendido lo contrario, hoy me ha vencido...” 
BNE, Manuscritos, 18619, 17, f. 2 front.
44 AGI, Gobierno, Audiencia de México, 30, N. 10, f. 1 back.
45 “Now let us add some private information to this model. Suppose that the ruler can see from the castle 
parapet whether the dragon is asleep or awake, but that the subject cannot climb this parapet. Knowing that 
the subject is ignorant of whether the dragon is asleep or awake, the ruler will be tempted to play the child-
who-cried-wolf. From the height of the parapet, the ruler will call out, ‘Hark, O Subject! The Dragon has 
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Philip IV’s inauguration, along with the selection of the Count-Duke of Olivares as 

primer minister, marked a change of route of the policies followed by the Hispanic Em-

pire. The continuation of the war against the Dutch in 1621 implied the need to reinforce 

the seas’ security. In 1624, a Dutch naval fleet took San Salvador de Bahia. The entirety 

of Peru was under alert, for now, the enemy possessed a competent base from where it 

could furnish its ships and use it as a launchpad to cross the Strait of Magellan. In May 

of that year, a Dutch fleet composed of 12 ships and commanded by the admiral Jacques 

L’Hermite was blocking Callao.

Thanks to the Hispanic espionage network in Europe, the marquis of Guadalcázar, 

viceroy in Lima, had received news informing the possible invasion a few months after 

the Dutch fleet had departed from Amsterdam. He urgently ordered the construction of 

bajeles (a small boat) and rapidly adapted them with minor pieces of artillery and ar-

mored protection for musketeers. They proved to be a central military asset that caused 

many headaches to the Dutch fleet, preventing them from taking advantage of amphibian 

warfare during the siege of Callao.

After more than two months of blockage, the Dutch fleet abandoned Callao in Au-

gust, suffering many casualties due to the staunch resistance of the Peruvians and, as it 

was normal during the early modern era, because of dysentery. The own fleet’s com-

mander, L’Hermite, had perished during the siege due to illness. Although the invasion 

was averted, the incursion evidenced that the South Sea Fleet was still unable to battle 

on equal foot against any battle-hardened Dutch fleets that might soon attempt to cross 

through the Strait.

To reinforce the Pacific Ocean’s security, the Consejo de Indias proposed a very 

ambitious plan to mobilize an entire fleet from Castile to Callao, as soon as Autumn of 

1624. Ten galleons, two pataches, and a crew of 3,000 between sailors and soldiers would 

compose this new fleet.46 Its purpose was to navigate to the coasts of Brazil and attack any 

enemies there. Then, the ships would cross the Magellan Strait, so that they could remain 

in the South Pacific, increasing permanently the number of ships that would secure the 

awakened! Please bring me two-thirds of your crop so that I will have the strength to brandish my lance. Be 
quick, or we shall both be famished!’...” Green, “On the Emergence...”, 2.
46 “..habiéndolo conferido en mi consejo y junta de guerra de indias, y con otros de ministros de mucha con-
sideración, he tenido por bien de resolver y mandar se forme y haga una Armada de 10 galeones 2 pataches 
y 3,000 hombres de mar y guerra con intento de que, por el estrecho de Le Maire, o el de Magallanes vaya 
al Perú, y si hallare en el sur al enemigo le castigue desbarate, e que de aquí adelante de estos Galeones, con 
los que en el Callao yo tengo, como queda referido, se haga un cuerpo de armada que asista y esté perma-
nentemente en aquella mar.” AGI, Gobierno, Indiferente General, 2690, 04/12/1624, f. 1 back.
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viceroyalty of Peru.

With the addition, the improved South Sea Fleet, now composed by 14 galleons and 

three pataches, would also patrol the Pacific coasts until the district of the Audiencia de 

Guatemala and the viceroyalty of New Spain, for both zones lacked a permanent fleet to 

protect them. The government intended to close the route to Asia through the Mariana 

Islands. English and Dutch fleets had used this route to escape from the hostility of the 

Hispanic Empire in the Pacific.47

Creating a naval fleet of such scale was a costly endeavor. The Council calculated 

that buying the ships and hiring the crew and the soldiers would cost some 1.38 million 

pesos. Philip IV noted that his Castilian vassals had just provided a hefty voluntary con-

tribution (donativo) so that the king could continue the war against the Dutch, and the 

Castilian exchequer was simply in no position to provide the sum outrightly. Thus, the 

king proposed that those living in the Indies should follow suit and provide a donativo 

of up to 1.65 million pesos. The proceedings of this voluntary contribution would be 

committed directly to the reformation of the South Sea Fleet. The New World inhabitants 

would voluntarily provide the funds needed to buy the ships for the enhanced fleet. The 

settlers in the New World would benefit directly of the enhanced security of seas. Half of 

the funds, 827,205.88 pesos, would be collected in Peru and the other half in New Spain.

Reforming the South Sea Fleet did not only mean finding the means necessary to 

buy the ships and hire the crew. It also meant paying the wages and maintaining the 

fleet in optimal conditions. The Council had esteemed that the upkeep of a force such as 

the proposed required 689,338.24 pesos per year. Peru would provide 413,602.94 pesos 

of the yearly expenses needed to sustain the fleet, and New Spain would pay the other 

275,735.30 pesos.48

Philip IV signaled how the Cities of Castile had recently reintroduced the millones 

to increase the Monarchy’s tax revenue. However, the royal exchequer’s expenses in 

Europe did not allow the Crown to devote any resources to pay for the South Sea Fleet’s 

overhaul.49 The provinces in the New World, continued the king, should follow the exam-

ple of the Castilians and contribute voluntarily to finance the expenses necessary for the 
47 Ibid., f. 2 front.
48 Ibid., f. 2 back.
49 “...estando como está mi patrimonio en España en tan apretado estado para poder acrecentar estos nuevos 
gastos, a los muchos que hay, y que todas las ciudades, villas y lugares de estos reinos [de Castilla] se han 
esforzado y animado a servirme ,y ayudarme tan a costa de sus haciendas, con el servicio de millones, a 
que ahora últimamente acrecientan otro muy grande socorro, viendo que la posibilidad de tan fieles y leales 
vasallos no puede extenderse a más...” Ibidem.
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military defense. Finally, Philip IV pointed out that aiding him in this endeavor was just, 

as the settlers of the Indies had received “...many mercies from me... [support] few fiscal 

burdens, and pay fewer taxes than in Castile.”50

The cédula given to the viceroys stated that the yearly resources needed to sustain 

the improved South Sea Fleet had to come from new sources of revenue. The Crown 

had forbidden to use current ordinary revenue to fund the naval fleet. However, the total 

proceedings collected by the avería and the almojarifazgo in the New World ports were 

unable to sustain the efforts required to maintain this naval squad. The Council had de-

bated a rather long list of possible methods to increase the income of the Real Hacienda 

in America. The ideas examined by the Council during this epoch were later used exten-

sively with the orders created by the Unión de las Armas.

The consideration given to the affair can be understood thoroughly by the postscript 

written by Philip IV’s hand, in which he addressed personally to the viceroy Cerralbo in 

New Spain to portray the seriousness of the situation with these words:

The predicament is what you see, and it is especially grave for my Real Hacienda, as 
you could imagine, considering the new alliances that the enemies continue to make 
against all my states. Given all these developments, it is impossible to provide any 
help from here.  I hope that, as other vassals in the past helped us win those prov-
inces, you will help me secure them by overseeing this affair with all satisfaction.51

On the 4th of December of 1624, the king signed the cédula, and the Council rapidly 

sent it to Mexico City. The viceroy Guadalcazar in Peru received another letter with the 

same contents.52 Upon receiving such rigorous orders, the viceroys started immediately 

to conduct the proceedings to ask for another voluntary contribution from the settlers in 

their viceroyalties. The affair was not without polemic, for the government had recently 

received a donativo upon Philip’s IV’s inauguration in 1621.

Despite the problems encountered, the settlers did provide considerable amounts of 

money for the Armada. By 1627, the Real Hacienda had sent 400,000 pesos as donativo 

for the Armada Real del Mar del Sur. The Council noted that the Casa de la Contratación 

had received perhaps more resources for the fleet in Seville, but lacked proper registry 

of their origin.53 However, the efforts of the Council and the Real Hacienda rendered no 

50 Ibid., f. 2 back.
51 Ibid., f. 3 back.
52 Ibid., f. 2 back.
53 AGI, Gobierno, Indiferente General, 2690, 03/23/1627 [2], f. 1 front.
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tangible results in America. The settlers did not receive a single galleon of those promised 

by the Crown.

In 1625, the setbacks suffered at the hands of the Dutch in the Pacific and San Salva-

dor de Bahia, prompted a change of strategy. The Crown assessed that the Caribbean, and 

not the Pacific, became the main theater of the war in America. Thus, the Castilian royal 

exchequer used the money collected initially to improve the South Sea Fleet to protect the 

communications in the Atlantic. The changes in the policy undermined the confidence of 

the contributors in Peru.

Facing financial difficulties, the Crown had taken money from the avería and almo-

jarifazgo in Seville. As these were precisely the financial assets that sustained the Indies’ 

Fleet, its administration faced bankruptcy. In February 1627, the Count-Duke of Olivares 

ordered to use the money that had been sent from America to construct the South Sea 

Fleet, to pay for the ships and soldiers that had to be incorporated to the Indies’ and Mar 

Océano Fleets.54 The Crown had entirely scrapped the plan to reinforce the Pacific.

The policies derived from the enforcement of the Unión de las Armas were, for the 

most part, the most important occurrence that took place within the Hispanic American 

public finances during the XVIIth century. Since early 1627, the Indies’ Council had start-

ed to debate the introduction of the Unión de las Armas in Hispanic America. The path 

followed by the government shaped many of the negotiation mechanisms in the New 

World. The developments in Peru would test the limits of royal power, and showed the 

position of Hispanic America within the Empire.

The situation of the Hispanic Empire was not precisely flattering when, in 1622, 

Philip IV elevated Olivares to the position of prime minister. The seriousness of the situ-

ation required to undertake a myriad of reformations that would have allowed the Empire 

to remain in its position as the leading global potency. The most pressing of the issues that 

needed to be solved was financing the wars fought by the Empire. The conflict in central 

Europe and the continuation of the war against the Dutch in Flanders seemed to drive the 

Monarchy’s finances towards a crash.

Most of the resources that had sustained the efforts in Italy and Flanders’ battlefields 

had originated in Castile. Olivares assessed that the other kingdoms in personal union 

with the king of Castile had reaped most of the benefits of the Empire, but had failed to 

54 The orders issued by the Count-Duke were in accordance with the policies followed by the Unión de las 
Armas AGI, Gobierno, Indiferente General, 1870, 02/14/1627.
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provide any substantial means to maintain it. Thus, a reformation was needed. Castile was 

providing most of the resources and this was unfair. The other kingdoms of the Empire 

had to share the burden of war. In broad terms, what the Unión de las Armas called for 

was a distribution of the military expenses between the polities that composed the His-

panic Empire.

The literature that has assessed in depth the many implications of the Unión de las 

Armas in the Peninsula is vast.55 Suffice to say that, if the Crown had enforced the Union 

to its ultimate consequences, it would have resulted in the homogenization of the king-

doms’ public exchequers. Of course, Castile would have dictated the parameters of the 

homogenization. Unsurprisingly, the political agenda pushed by the Count-Duke encoun-

tered resistance in Catalonia, Portugal, Aragon, Navarre, Naples, and Flanders.

The flagship policy of the Union was to create an army with up to 140,000 soldiers. 

The Empire’s kingdoms would share the burden to support the soldiers. The Union would 

assess the size of the contributions according to their population size and economic ca-

pacity of each polity. The Count-Duke of Olivares presented the general plan in the Gran 

Memorial of 1624 and then materialized it in 1626 in the Unión de las Armas. The gov-

ernmental organs of the Crown in Madrid vividly discussed these documents. The public 

finances of the Empire were at the center of the polemic as they constituted the best tool 

to attack the problems faced by the Monarchy.

Since Autumn of 1625, the Consejo de Estado had discussed the project, and in 

January of the following year, the government presented it at the Cortes de Aragón. The 

promulgation of the Union took place on the 25th of July, 1626. The parties agreed that 

Castile and the Western Indies would provide 44,000 soldiers. That same day, the Consejo 

de Indias received the order to study how the New World would contribute to the effort.56

The Council debated the subject for some time. How to correctly enforce the Unión 

55 The classical work by Elliot is still today a must-read to understand the situation of the Hispanic Empire in 
the XVIIth century: John Huxtable Elliott, El Conde-Duque de Olivares. El político en una época de decadencia 
(Barcelona: Crítica, 2012). More recently, the assessment by: Manuel Rivero Rodríguez, El conde duque de 
Olivares. La búsqueda de la privanza perfecta (Madrid: Polifemo, 2017). Also: Manuel Rivero Rodríguez, “El 
conde duque de Olivares ante la Guerra de los Treinta Años. ¿Una gran estrategia?,” Manuscrits. Revista d’his-
tòria moderna, no. 38 (2018): 15-34. The literature has noted the complex relationship between the Count-Duke 
and the government of America. Although born in Rome, Olivares spent part of his youth living in Seville. 
The city possessed the monopoly of the commerce with America and it is difficult to believe that the young 
Gaspar, living in such an important entrepôt of the Empire, had not had at least some contact with the Amer-
ican affairs. Moreover, he was married with Inés de Zuñiga y Velasco, daughter of the count of Monterrey, 
who had served as viceroy in New Spain and Peru.
56 Pablo Fernández Albaladejo, Historia de España. La Crisis de La Monarquía (Barcelona: Crítica, Marcial 
Pons, 2009), 105.
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de las Armas posed a conundrum that was not easy to solve. The idea behind the policy 

was to concur to the mutual defense of the different provinces, so that also the sentiment 

of pertinence to the Empire would eliminate the distinctions between Castilians, Portu-

guese, Catalans, and Hispanic Americans. However, the distance between the New World 

and Europe was an insurmountable logistical challenge that would impede the timely 

movement of troops through the Atlantic Ocean. The Council noted how,

The enormous distance that separates the Indies from this kingdom [of Castile], and 
any other of Your Majesty, renders impossible the practice of reciprocal aid. In Your 
Majesty’s kingdoms in Europe, when the soldiers are alert and ready, the relief can 
arrive in little more than one month, even coming from the furthest. The distance ren-
ders this impracticable for the Indies, especially in Peru, where the enemies appear 
the most. Between the notice of invasion arrives in Spain, and that the government 
organizes and sends an army, three years might well have passed. By the time the 
relief arrives, the enemies might have left, or if they had managed to prevail, they 
would be so entrenched that it would be almost impossible to defeat them. The dif-
ficulties would be even more if too many armed men remain in the Indies, for it is 
inconvenient. The soldiers there lack boats to cross the sea, so the galleons would 
have to be sent empty from here or have to use Peru’s Fleet to come. To do so, they 
would have to get out through the Magellan Strait, a lengthy, perilous, and unused 
navigation that would further leave the South Sea unprotected.57

The Council assessed that the only solution for the many logistical problems posed 

by the Union was to transform the soldiers into monetary resources. Hispanic America 

was responsible for providing 10,000 soldiers out of the 44,000 assigned to Castile. The 

imperial army in Europe could use the resources shipped from America as it saw fit.

The Council noted that the conjuncture in America was not precisely optimal. During 

Philip IV’s early engagements, the settlers in America had contributed a hefty amount of 

resources, as the sensible increase of tax revenue in the American Cajas Reales testify.58 

The settlers’ contributions had arrived using extraordinary means, such as the two vol-

untary contributions collected since 1621, and the donativo to pay the construction of 

the galleons for the South Sea Fleet. However, the seriousness of the situation in Europe 

prompted the Council to propose America’s incorporation to the project:

no reason would justify that such loyal and honest vassals, sons of the hearth of this 
kingdom and pertaining entirely to the same Crown, failed to come to the aid of Your 

57 AGI, Gobierno, Indiferente General, 2690, 03/23/1627 [2], f. 1 front.
58 See: “Graph 2.1. Total Revenue of the Hispanic American Real Hacienda. 1600-1699. Per Quinquenni-
um, in Millions of Pesos de a Ocho” on page 81.
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Majesty on this occasion. In addition to the service they would provide to Your Maj-
esty, their example will hearten the Crown’s other vassals. A very convenient devel-
opment, for they are regarded as the most prosperous and relieved of fiscal burden, 
though in reality, they do not find themselves as buoyant as they usually judge. [On 
the other hand], if they failed to come to the support of Your Majesty, and in the case 
of the Union, they would align themselves to the view expressed by the other king-
doms, it would seem that they behave with apathy and disloyalty. Those that inhabit 
kingdoms foreign to Castile would be demoralized and would heed to the Crown’s 
callings but halfheartedly.59

The Crown intended to use the Indies’ incorporation as leverage to reinforce its posi-

tion within the political strife that set off with the Union. Furthermore, the passage high-

lights the weight given to the capacity of the Crown to obtain expedite obedience for its 

policies in the New World. As the Council notes, this was important not only in Castile 

but also in the other parts of the Empire, such as Catalonia, Portugal, Flanders Naples, 

and Milan.

The order contained another crucial recommendation regarding the procedures to 

enact the Unión de las Armas in America. The order indicated that the Indies’ inhabitants 

would have to contribute yearly with resources that were enough to pay soldiers in full 

war campaign for the entire year, and as if they were far from their houses.60 However, 

the original proposition for the Union in Europe stated that the soldiers’ wages were to be 

paid only in case of war. If there were peace, however, the expenses should be averted. In 

the case of the Indies, the payments would not stop during the next 15 years. The Council 

recommended that the orders sent to America avoided mentioning the kingdoms in Eu-

rope did not have to contribute perennially.61

To improve the chances of the policy to be well received and avoid any resistance in 

America, the Council prompted the viceroys to seek the assent of the corporations in the 

New World. It pointed out that the viceroys should communicate to the settlers in the In-

dies the argument that the contributions would have the direct effect of waging war within 

the enemies’ houses diverting them from America.62

59 AGI, Gobierno, Indiferente General, 2690, 03/23/1627 [2], f. 1 back.
60 The Consejo de Indias estimated a cost of 82.72 pesos per soldier. The calculation was not far-fetched, as 
the average soldier wage within the Army of Flanders in 1650 was 90.72 pesos per year. See: “Table 3.8. 
Armies of the Hispanic Empire. c.a. 1650” on page 203.
61 “...por que no vean en las Indias que los demás reinos no han de contribuir, si no es en la ocasión que so-
bre alguna parte cargase guerra actual, y entonces proporcionadamente a lo que fuere necesario y dieren los 
demás reinos, porque dirán los de las Indias [que] se les hace agravio en que su contribución es efectiva...” 
Ibid., f. 2 back.
62 The reasoning of the Consejo de Indias reflects one of the main elements that comprised the global he-
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As for the implementation of the Union, the Council proposed that the total amount 

of money needed from the Indies was 827,205.88 pesos annually for the next 15 years. 

This meant an increase of 14.93% over the yearly revenue of the Real Hacienda in Ameri-

ca.63 The sum would have to be contributed on top of the ordinary income already existent 

there. The viceroys had to find new revenue sources so that the assets already committed 

would not be altered with the introduction of the Unión de las Armas. The new order 

substituted that issued in 1625 to finance the South Sea Fleet, which had asked for the 

creation of 689,338.24 pesos of income in the Indies. Thus, the Council ordered the cre-

ation of 137,867.65 pesos on top of the rent that the previous order had established. The 

viceroyalty of Peru would contribute with 482,536.76 pesos, an increase of 13.82% of the 

total revenue in the viceroyalty.64 New Spain would have to find 344,669.12 pesos of new 

fiscal revenue, an increase of 16.83% within the northern viceroyalty.65

The South Sea Fleet would no longer be the recipient of the new galleons. The Coun-

cil argued that the bajeles built by the viceroy Guadalcázar to reinforce the South Sea 

Fleet before L’Hermite’s arrival to Callao were enough to secure the Pacific. The enemies 

would be diverted from America thanks to the activity of the Fleets in the northern Atlan-

tic. The war waged by the terrestrial armies in Flanders would route the Dutch’s resources 

far from the Oceans. Thus, the Union’s resources would pay a reinforcement of four gal-

leons and one patache for the Indies’ Fleet, which by 1627 only possessed eight galleons. 

The government would also use the resources to incorporate another eight galleons and 

two more pataches to the Armada del Mar Océano, that navigated the North Atlantic, 

providing security for the coasts of Spain and barring passage to the Mediterranean at the 

Strait of Gibraltar.66

The royal order addressed to the viceroy Guadalcázar in Lima was signed by Philip 

IV on the 9th of April, 1627.67 Then, on the 20th of May, the king signed a second order 

gemony of Spain during the XVIth and XVIIth centuries: the use of war in the exterior to preserve internal 
peace. Bernal, España..., 86.
63 During the quinquennium 1625-1629, the total revenue was 27.7 million pesos. The yearly average 
was 5.54 million pesos. Thus, the 0.8272 million pesos of the Unión de las Armas implied an increase of 
14.9314%. See: “Table 2.2. Tax Categories of the Hispanic American Real Hacienda. 1600-1699 (time 
series)” on page 79.
64 During the quinquennium 1625-1629, the total revenue in Peru was 17.46 million pesos. The yearly aver-
age was 3.492 million pesos. Thus, the 0.4825 million pesos of the Unión de las Armas implied an increase 
of 13.8172%. See annex 4: “4.1 Total Revenue” on page 509.
65 During the quinquennium 1625-1629, the total revenue in New Spain was 10.24 million pesos. The year-
ly average was 2.048 million pesos. Thus, the 0.3446 million pesos of the Unión de las Armas implied an 
increase of 16.831%. See annex 4: “4.1 Total Revenue” on page 509.
66 AGI, Gobierno, Indiferente General, 2690, 03/23/1627 [2], f. 2 front.
67 AGI, Gobierno, Indiferente General, 2690, 04/09/1627.
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for the viceroy Cerralbo in Mexico city.68 The president of the Consejo de Indias, the 

marquis of Hinojosa, wrote personally to the Cabildos of both cities.69 Both documents 

contain virtually the same reasons discussed within the Junta de Hacienda in March of 

that year. The differences between the orders given to the viceroys are almost negligible. 

The Council just changed the recipient and the number of pesos to provide for the Union.

The Crown learned from many of the harsh lessons imparted during the negotiations 

conducted for the Unión de las Armas. The following fiscal policy of relevance impulsed 

from Madrid, the Armada de Barlovento in the Caribbean, constituted a significant polit-

ical gesture towards the entirety of the settlers in the New World. The Crown rounded up 

this political aperture towards Hispanic America by investing in the material means and 

technological expertise necessary to build warships in the continent:

Constructing the ships in the Indies is the most convenient manner to manufacture 
is this fleet. The overall constitution of the vessels is more durable and robust there. 
Lumber has a quality without comparison. Also, introducing the industry in those 
coasts will ensue in many benefits for these provinces. Finally, the government will 
invest the money collected in those provinces. It will be a great reassurance and 
comfort for those vassals to see with their own eyes how the government provides 
the remedy for their problems.70

The government was embarking on a plan that would transfer the technology neces-

sary to build warships in Havana. For the epoch, shipbuilding entailed the most signifi-

cant cutting edge technology available. The ideas expressed by the Council do not qualify 

precisely to what the literature has defined as extractive. The interests of the Crown and 

the institutions it promoted were not necessarily limited to extracting the continent’s re-

sources and transferring them to Europe. Building the ships directly at the Caribbean was 

a highly crucial political statement directed to the continent’s settlers. The text used here, 

coming from the closing remarks of the Junta de Guerra de las Indias that created the Ar-

mada, shows that the legitimacy of the increases had to be demonstrated to the inhabitants 

of America: “so that they could see it through their own eyes.”

The shipyard in Havana had been in operation since the XVIth century. Until the 

1630s, it operated mainly the repairings needed for the galleons of the Indies’ Fleet. De-

spite its inadequacies, the famous shipwright Francisco Diaz Pimienta had already con-

68 AGI, Gobierno, Audiencia de México, 30, N. 10-b, f. 2 front - 4 front.
69 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 2 front.
70 AGI, Gobierno, Indiferente General, 2536, 07/31/1635, f. 4 back [Emphasis added].
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structed some small and medium-sized war vessels that the government considered of 

outstanding quality. Within the Armada’s general plan, the Consejo de Indias recom-

mended buying the galleons of the naval entrepreneur to incorporate them into the new 

fleet. It also extended the idea to commission him to ramp up the capacities of the ship-

yard in Cuba, so that it would be able to produce even the 600-tonnes galleons of line, that 

would be used both in the Armada de Barlovento and in the Indies’ Fleet. Diaz Pimienta 

promised that, with enough investment, he would be able to produce six galleons at Ha-

vana in just two years.71

The situation of the war against the Dutch was difficult. In 1629, the Hispanic Em-

pire’s espionage networks in Europe had provided evidence that a fleet sailing from Am-

sterdam would attack Havana and surrender it by starvation. The menace of a full-scale 

invasion by an enemy fleet in America was more than latent. It left the Council with little 

margin of error to operate the construction of the Armada boats. Time was of the essence; 

waiting for the shipyard in Havana to ramp up and build its entire fleet was deemed 

impossible. Neither the smaller private-owned shipyards in Campeche, Cartagena, and 

Puerto Rico were capable of such an achievement. Thus, the Council would have to buy 

some of the boats in Europe and construct others in America. However, the shipyard in 

Havana slowly started to build the ships for the Armada de Barlovento.

The introduction of the Unión de las Armas tested the institutional arrangements of 

the Empire. The political system developed in the New World was put under strain by the 

negotiations needed in the viceregal capitals to introduce the tax packages approved in 

Madrid. According to the Council, for the Union to function, the local elite’s support was 

needed. Thus, the viceroys tried to obtain the commitment of the Cabildos in the vicere-

gal capitals and then negotiate individually with the other minor cities. If the elites in the 

viceregal capitals had already agreed to commit to the Union, the provincial gentry would 

have not many reasons to reject it.

In Hispanic America, there was neither Cortes nor a general encabezamiento for the 

alcabalas. However, as it gradually happened in Castile, the Crown chose to negotiate 

directly with each of the American cities, the precise terms that would allow it to admin-

istrate the alcabala within its jurisdiction. Moreover, any corporation or individual was 

free to bid for the administration of trade taxes. If the Real Hacienda found no bidder, 

it could hold direct administration of the alcabala. The competition to profit from trade 

71 Ibid., f. 5 front.
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taxes in Lima and Mexico city between the respective Consulados de Comercio and the 

Ayuntamientos was constant throughout the century.72

Proceeding in this manner was perhaps not precisely the most efficient approach. 

However, it was a very effective method to quell any dissent in the application of the 

fiscal policies designed in Madrid. The individual negotiation with local corporations 

would generally end with small rewards realized to the participants: a habit of a nobility 

order granted here, the concession of a small post within the administration there, perhaps 

the permission for a minor city to form its Cabildo. Despite the considerable amount of 

time consumed by the government, the results obtained allow questioning if rather than 

negotiating their obedience, the Crown methodically forced the settlers in the New World 

to comply.

After Mexico City agreed rather expeditiously upon the terms of the Union in 1628, 

the negotiation was established with every City individually. The documents show that 

a good part of the time consumed in New Spain to accept the tax package entirely was 

devoted to negotiating with the cities separately.73 In May of the next year, the viceroy 

Cerralbo complained that some cities, such as Puebla, had expressed reticences to in-

corporate to the Union. Other zones, such as Guadalajara in New Galicia, had delayed 

to unite because they had problems with their Audiencia’s constitution. Those cities that 

were technically outside the viceroyalty, such as Guatemala, had resisted incorporating 

themselves to the measures that conformed the Unión de las Armas.74

A similar process took place in Peru. For the increased tax rates to function, the vice-

roy Chinchón understood that the support of the Lima’s Cabildo and the Consulado de 

72 G. Del Valle has provided insight on the discussions between the Ayuntamiento of Mexico city and the 
Consulado during the XVIIth century in the section “Problemas para recaudar las alcabalas” in: Guillermina 
Del Valle Pavón, “Gestión del derecho de alcabalas y conflictos por la representación corporativa: la trans-
formación electoral del Consulado de México en el siglo XVII,” in Comercio y poder en América colonial, 
Coords. Antonio Ibarra Romero and Bernd Hausberger (Madrid: Iberoamericana, Vervuert Verlag, Instituto 
de Investigaciones Dr. José María Luis Mora, 2003), 47-53.
73 “...en la misma forma lo voy tratando con las demás ciudades, que con el ejemplo de México, espero que 
no tendrán dificultad, y luego con toda brevedad procurase asentarlo, y que corra, y aunque quizá parecerá 
que he tardado, no pienso que en esto he servido menos a Vuestra Majestad, porque sin duda ha convenido 
[hacerlo] así.” AGI, Gobierno, Audiencia de México, 30, N. 10, f. 1 back - 2 front.
74 “En el negocio de la Unión de las Armas se van haciendo las diligencias sin perder punto. Tiénela admiti-
da este reino y el de Guatemala, aunque tan lentamente como verá Vuestra Majestad por el resumen de los 
papeles que me envió su presidente, y por esperar a que el de Guadalajara llegase a su Oficio, a donde va 
caminando, no se a tratado hasta ahora en la Nueva Galicia, estando como ha estado aquella Audiencia tan 
mal avenida que mientras no tenía cabeza se podía temer que el negocio se perdiese... las del distrito de mi 
gobierno han concedido todas, y las más con todos los botos, y México, Michoacán, Oaxaca y la Veracruz 
con mucha liberalidad. La Puebla de los Ángeles ha andado mas embarazosa, pero al cabo todas bien, de 
muy buena gana, en el servicio de Vuestra Majestad.” AGI, Gobierno, Audiencia de México, 30, N. 14, f. 
2 front.
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Comercio was required. Before announcing the signing of the Union publicly, he obtained 

the compromise of the merchant’s guild to contract the administration (encabezamiento) 

of the alcabala with the increased rate.75The example set by the most critical organs of 

representation of the inhabitants of Peru would facilitate that other cities of the interior 

of the viceroyalty would follow suit without questioning the increments, nor asking for 

general contentment in an assembly of cities.

The Council had sent the viceroys a long list of methods to obtain the resources 

necessary for the Unión de las Armas attached to the letter that notified its creation. How-

ever, the Acuerdos de Hacienda conducted in Lima and Mexico City would have the 

final decision on which of these means to use.76 The government esteemed the viceroy 

and bureaucrats that composed the Acuerdos possessed a better judgment of the precise 

steps to take for the affair’s conclusion. The viceroys were responsible for conducting the 

negotiations with the local elites, within limits established by the government in Madrid.

The Council expected that the viceroys in Lima and Mexico City would rapidly ob-

tain the endorsement of the settlers for the Union. Philip IV signaled that the resources 

collected for the Union were to be shipped to Castile starting in 1628. The king and the 

president wrote letters to the Cabildos of both viceregal capitals and the archbishops. 

These communications explained the necessity to improve the quality of the Empire’s 

armies and fleets.77

When the royal orders arrived on New Spain in January of 1628, the viceroy Cerralbo 

notified Mexico’s city Cabildo of the affair and prompted it to start the negotiation imme-

diately.78 On the 10th of October, the viceroy cited the entire Cabildo at San Pablo convent 

in Mexico City, at 4 p.m., and realized a public defense of the Unión de las Armas. The 

viceroy commenced his address by noting the Monarchy was in peril, for the resources to 

75 “Deseando que el referido nuevo dos por ciento de alcabala fuese menos sensible, y escusar -y mas a 
los principios- las zozobras e inconvenientes de la administración, encamine que el consulado y comercio 
de los mercaderes -que por asiento tenia los otros dos antiguos- se encargase de éstos, procurando darles 
a entender que era -como juzgo que lo es-, su misma conveniencia. Y habiendo hablado aparte del prior y 
cónsules presentes, y a los pasados diputados, y otras muchas personas de importancia del dicho comercio, 
y a los repartidores de los gremios, se consiguió y afianzo por dos años y se otorgaron escrituras” AGI, 
Gobierno, Indiferente General, 2690, 04/19/1634, f. 15 back.
76 The Acuerdo de Hacienda is explained in: “1.2.1 The government” on page 37.
77 AGI, Gobierno, Indiferente General, 2690, 04/09/1627. f. 4 front.
78 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 2 back. The negotiation has been analyzed by: 
Casado Arboníes, Francisco Javier, “Los retrasos en la imposición de la Unión de Armas en México (1629-
1634)” Estudios de Historia Social y Económica de América, no. 2 (1986): 121-130. More recently: Bruno 
de la Serna Nasser, El virreinato del Marqués de Cerralbo en Nueva España desde su llegada hasta la im-
plantación de la Unión de Armas (1624-1631): hacia un historia glocal (Madrid: Trabajo de Fin de Máster, 
Universidad Complutense de Madrid [unpublished], 2016), 46-53.
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defend it were scarce in Castile. Thus, to have enough resources to defend the land, the 

king asked for an increase in taxes in New Spain.79 Cerralbo clarified that the king had 

the justified right to impose new contributions without any consultation with the vassals. 

However, Philip IV had not tried to force them to contribute. He had instead ordered to 

confer with them so that they concurred to the defense of the Monarchy voluntarily.80

The viceroy prompted the representatives of Mexico City to immediately take a res-

olution, for a ship was ready to navigate to Seville with news of the meetings for Philip 

IV. However, the Cabildo resisted the viceroy’s tactics to force them to incorporate to the 

Union without much negotiation. They replied that they needed more time to deliver their 

final answer to such an important subject, for the amount of the new contribution was of 

public interest:

The City needs time to ponder the affair’s resolution, as it is necessary for any re-
markable service, which in this case, consists of the conservation of this kingdom. 
If the kingdom incorporates to the Union, all of its vassals will have to contribute. 
Thus, the agreement to come to the Union has to be public. In these cases, the City 
cannot proceed with any celerity, especially as it is still affected by the harsh calam-
ities notable to Your Majesty.81

The viceroyalty was still healing from the wounds that had opened during the re-

bellion of 1624.82 The viceroy knew well the Cabildo had not much power to oppose the 

orders of the king. He increased pressure over the regidores so that they committed the 

viceroyalty to pay the 344,669.12 pesos yearly asked by the royal order. However, the 

Cabildo and the corregidor of Mexico City formed a solid front against the intentions of 

the viceroy.

79 “Conclusión es de derecho que el gusto del príncipe tiene fuerza de ley, cuanto más la tendrá la necesidad 
mayormente si el socorro de ella se encaminase a la conveniencia propia de los vasallos. Los que Su Majes-
tad tiene en México son tan fieles y amorosos que en casos menos obligatorios juzgo que lo mostrarán y no 
me persuado a que tenga el Rey nuestro señor ninguno en sus Reinos que si pudiese suplir la flaqueza de Su 
Monarquía no lo hiciese con su sangre. El dominio de España grande es, y solo consiste su flaqueza en no 
estar junto, que si lo estuvieran todos sus reinos ¿quién se les había de atrever?” AGI, Gobierno, Audiencia 
de México, 30, N. 10-a, f. 3 back.
80 “...muy agradecida de Su Majestad, cuya benignidad obliga tanto como se ve, pues lo que pudiera man-
dar como rey, quiere justificar con sus mismos vasallos con razones.” Ibid., f. 4 front. Also: “...haciendo 
patentes para facilitar más este intento la carta que cerca de él le envió Vuestra Majestad en que se conoce 
que quiere obligar más con la grandeza de su benignidad que con el imperio de su absoluto señorío.” Ibid., 
f. 9 back.
81 Ibidem [Emphasis added].
82 For an excellent assessment of the rebellion in Mexico City against the marquis of Gelves and its con-
sequences: Gibrán Irving Israel Bautista y Lugo, “Castigar o perdonar. El gobierno de Felipe IV ante la 
rebelión de 1624 en México” (Universidad Nacional Autónoma de México: Tesis para optar por el grado de 
Doctor en Historia [unpublished], 2014), 88-139; 296-309; 406-407.
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To delay the affair’s resolution, the Cabildo complained about the lack of precision 

over the mechanisms available to increase the rents. They also wanted the viceroy to in-

form them of the actual resources that Mexico City was to contribute. The order included 

as well the provinces of the New Galicia, New Biscay, Guatemala, and Nicaragua (Grana-

da). The viceroy informed them that Mexico City had to provide 100,000 pesos and its 

province other 30,000 pesos.83 He also threatened the Cabildo that if they did not reach a 

concrete resolution soon, he would continue the affair through different means.84

On the 14th of November, 1628, the regidores reunited to assess the situation. They 

discussed the petition to summon the representatives of the other cities that composed the 

realm. They wanted to confer with them about the economic capacity and population of 

their respective zones. The talks would help them have the insight needed to realize the 

distribution of the burdens for the contribution of the Union:

As head of this kingdom, Mexico City could embrace not only its jurisdiction but the 
entirety of the archbishopric. The other provinces could enact a similar procedure so 
that the contribution is secured. Time is needed for Mexico City to call all the prov-
inces to come here with precise information about their population and products. 
Once Your Excellency allows the reunion, we would choose the most appropriate 
manner to conduct the contribution with the assessment of all the information.85

Juan Francisco Vértiz, a prominent merchant, and member of the Cabildo,86 pro-

vided another assessment of the situation of the viceroyalty. He found that New Spain 

was unable to give any more funds to the royal exchequer. The regidor provided a grim 

portrait of the situation of the viceroyalty. According to him, both the production of the 

silver mines and the number of Indians had dropped. There was not a house in Mexico 

City without a mortgage imposed over it. The commerce was near extinction, for the 

taxes charged on the ports were too high.87  Moreover, as the Real Hacienda monopolized 

83 It is not clear ho the viceroy concluded these were the precise numbers that Mexico province had to 
contribute, for the Consejo de Indias only allocated the total contribution per viceroyalty. AGI, Gobierno, 
Audiencia de México, 30, N. 10-a, f. 11 back.
84 “[El virrey] respondió que sentía mucho que manifestando esta Ciudad el amor y voluntad que tiene a Su 
Majestad, se embarace en la resolución de la materia que se trata, pues no halla su excelencia causas que a 
ello obliguen, ni la ciudad las manifiesta en su papel antes le juzga muy ajeno de lo que contiene el suyo y 
es bien que la Ciudad resuelva, porque si no le será forzoso a Su Excelencia seguir otros caminos.” Ibid., 
f. 12 back [Emphasis added].
85 Ibid., f. 17 front.
86 L. Schell Hoberman has identified Juan Francisco de Vertiz as a component of the merchant elite of Mexi-
co City. Louisa Schell Hoberman, Mexico’s Merchant Elite, 1590-1660: Silver, State, and Society (Durham, 
NC: Duke University Press, 1991), loc. 2782 & 2789.
87 “...pues de la dicha plata, la mayor parte va a España por cuenta de Su Majestad y al socorro de las Islas 
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an enormous proportion of the silver, if Mexico City incorporated to the Union, the vice-

royalty would be left completely dry of metal: “...currently, there is only the sound of the 

riches sent to Spain and the Philippines, and in this kingdom [on New Spain] remain only 

the echoes of everything that has departed.”88

Vértiz considered that the only manner in which New Spain could manage to pay the  

Union was if the Crown ordered to lift all the restrictions over trade in the Pacific. The 

merchant affirmed that if the government allowed the commerce between Peru and New 

Spain, as well as with China, the viceroyalty would thrive. The increases in trade would 

allow Mexico City to aid the Monarchy, for fiscal revenue would also increase signifi-

cantly.89 The opinions of the regidor were not uncommon among the continent’s merchant 

elite: Lima’s merchants expressed similar views.90

The Cabildo discussed a third communication provided by the notary of the Ayun-

tamiento, Fernando Carrillo. He expressed views that contrasted outrightly with those of 

Vértiz. Although Mexico City was merely unable to sustain the entirety of the resources 

needed for the Union, he considered that it could not fail to incorporate to the service.91 

Any dilation to accept the Union was to be understood as a disservice to the Crown, 

something the Cabildo of such loyal City could not tolerate. He thus provided insight into 

how an increase over the alcabala rate would solve most of the problems raised by the 

incorporation. The mechanisms explained by the notary would end up solving the conun-

drum of the negotiation for the viceroy and the Crown.92

The meeting proceeded to vote if the Cabildo was to present the viceroy any of the 

three propositions. The majority (10) voted for presenting the three documents to the 

viceroy. Five regidores voted to plea the marquis of Cerralbo to warrant his permission 

to suspend any resolution on the Unión de las Armas so that the Cabildo could call the 

representatives of all the cities, villages, and other small populations of the kingdom. The 

meeting would deliberate how the incorporation of New Spain would proceed.93 A final 

Filipinas, y la que se lleva y trajina por cuenta de los mercaderes a las dichas partes de que Su Majestad tie-
ne en los puertos los derechos, que es notorio de forma que todo lo que traen las flotas, habiendo de navegar, 
en tres viajes que se hacen, se viene a convertir en Hacienda Real toda ella por razón del almojarifazgo y 
avería y otros derechos.” AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 24 front.
88 Ibidem.
89 Ibid., f. 24 back.
90 BNE, Manuscritos, 7652, f. 14 front & back.
91 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 18 front.
92 Ibid., 19 back.
93 “Otros 5 votos hubo que concuerdan que, para más bien servir a Su Majestad y hacer en todo su real 
voluntad, juzgan por cosa necesaria que primero y ante todas cosas se llamen todas las ciudades villas y 
lugares de estos reinos, como a quien les toca hacer el servicio, para que juntos con esta ciudad confieran 
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vote pleaded that the cities of the kingdom should be summoned “despite the express 

order of His Majesty forbidding this kind of meetings.”94

The marquis of Cerralbo received notification that same day of the three proposals 

and the Cabildo’s public votes. In his answer, he criticized the tactics for delaying the 

incorporation of the City, noting that the merit of Mexico was waning each day it passed 

without any clear resolution. Regarding the five regidores’ vote to call the Cities of the 

realm, the viceroy mockingly affirmed that “...it resembles more a royal decree than the 

vote of mere regidores.”95 He censured them harshly for trying to invade what was royal 

jurisdiction.96 The viceroy found the single vote that demanded the meeting, despite the 

royal order forbidding it, as nearing mutiny.

Allowing Mexico City to call the meeting, technically implied the creation of Cortes 

in New Spain. Some time later, the viceroy Cerralbo reflected on how the regidores had 

tried to convince him to call the Cities of the realm to vote the incorporation of New Spain 

to the Union. He affirmed that he had blocked in any manner such pretension, as

I deem it highly inconvenient to introduce Cortes in the Indies... in all of my inter-
ventions, I always avoided words that would have denoted any necessity of approval 
from the Cities. I even modified slightly the words left to the interpretation in that 
sense within the copy of the letter that Your Majesty sent me, and that I then provided 
to them.97

The Crown deemed the creation of Cortes that could agglutinate the cities in the 

New World, a red line that could not be crossed by the government in Hispanic America. 

The introduction of such an institution would have provided a mechanism for political 

representation for the settlers in America. The Cortes would have allowed the local elites 

to present a united front to defend their interests against policy deemed unjust. Neither the 

Habsburgs nor the Bourbons allowed such an institution to exist.

Cerralbo finally ordered the Cabildo to convoke another meeting where the regi-

negocios de tan gran importancia, en que consiste el servicio de Su Majestad, y piden y suplican a esta muy 
noble y muy leal Ciudad de México que hasta tanto que esto se haga, no tome resolución, pues en hacerlo 
así consiste el tener mejor efecto lo que Su Majestad por sus reales cédulas se sirve de ordenar y mandar...” 
Ibid., f. 22 back.
94 Ibid., f. 23 front.
95 Ibid., f. 25 front.
96 “...que ningún vasallo tiene jurisdicción para imaginarla cuanto y más para votarla en un cabildo, y si 
yo que tengo las veces de Su Majestad en este reino, he tenido por duro convocarlas no habiendo tenido 
expresa orden suya para ello, ¿en qué grado se sueñan los que se juzgan con facultad de votar que se haga?” 
Ibidem.
97 AGI, Gobierno, Audiencia de México, 30, N. 10, f. 1 back.
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dores would vote a simple yes or no to the incorporation of Mexico to the Union. The 

viceroy and the Cabildo would assess the precise means of the payment after the City had 

determined the main affair. Seeing the harsh answer of the viceroy, which showed no will 

to permit any calling for the cities, Mexico City agreed to incorporate New Spain to the 

Unión de las Armas on the 18th of November of 1628.98 However, the discussion regard-

ing the manner to contribute continued until September of 1630.99

The policy had an inauspicious inauguration when the Dutch captured the ship that 

transported the notice of the completion of the negotiations to Seville. The letters an-

nouncing the good news to Madrid ended up thrown at the sea.100 Despite the advanc-

es reported by the viceroy, the inundation of Mexico City forced him to postpone the 

Union’s implementation until 1632.101 Moreover, when Cerralbo tried to incorporate oth-

er territories comprised within the order but were not governed directly by New Spain, 

the negotiation tuned to sour.102

If the Unión de las Armas seemed to stifle in New Spain, Peru’s situation was in no 

better shape. The order from the Council had arrived in Lima in April of 1627. However, 

the 10th of November of that year, the marquis of Guadalcázar received notice that a siz-

able Dutch fleet had passed to the shores of Brazil and might try to enter the Pacific, he 

ordered to stop the talks of the Union immediately. The procedures would have to wait 

until the viceroyalty remained in peace.103

The Consejo de Indias in Madrid answered these developments by appointing a new 

viceroy for Peru, whose precise instruction was negotiating the Unión de las Armas as 

soon as he would enter Lima. The king chose the count of Chinchón in February of 1628. 

The Council provided him with advice about how to proceed to obtain the support of the 

settlers in the Indies for the Union.104 In December of that year, with Chinchón already 

dispatching in Lima, the negotiations reached a blockage.105 Lima’s Cabildo would not 
98 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 27 front.
99 AGI, Gobierno, Indiferente General, 2690, 03/08/1631, f. 1 front - 2 back.
100 The Dutch attacked the aviso that transported the letters at the Bahamas. The captain of the ship, Sebas-
tian Garcia de Tapia was taken prisoner and conducted to the Netherlands. He managed to obtain his liberty 
after he demonstrated that no rescue fee was to be obtained by freeing him. He was left in Flanders without 
credentials and possessions. He managed to cross to the Peninsula through France by begging. He finally 
arrived to Madrid in December of 1632. García de Tapia pleaded to the Council to receive some monetary 
help so that he could return to Mexico city. The Council authorized that a payment of 689.34 pesos was 
given to the captain. AGI, Gobierno, Audiencia de México, 3, 197, f. 2 front & back.
101 AGI, Gobierno, Audiencia de México, 3, 166, f. 1 back.
102 AGI, Gobierno, Audiencia de México, 30, N. 14, f. 1 front.
103 AGI, Gobierno, Indiferente General, 2690, 04/11/1634, f. 3 front & back.
104 AGI, Gobierno, Indiferente General, 2690, 03/14/1628, f. 1 front - 2 back.
105 AGI, Gobierno, Indiferente General, 2690, 04/11/1634, f. 8 front.



360

accept Peru’s incorporation to the Unión de las Armas until the 15th of September, 1638.106 

The viceroy announced the Union publicly in Lima’s main square, 22nd of December of 

the same year. Almost eleven years had passed since the Council had signed the order in 

Madrid.

A process that the government in Madrid expected to be reasonably straightforward 

ended up taking over than ten years in Peru, and three years in New Spain. To avoid many 

of the pitfalls experienced during the Unión de las Armas, for the Armada de Barlovento 

in 1635, the government introduced the petition only at Mexico City’s Cabildo. The oper-

ation to manage the new policy counted with the assessment of the marquis of Cerralbo. 

The tax package increased again the tax rate of the alcabala for the entire New Spain. It 

almost immediately prompted a series of complaints coming from some of the principal 

cities of New Spain, such as Puebla and Mérida. The Cabildos harshly criticized the fact 

that Mexico City was the only that voted to increase the rates of taxes, but it had to be paid 

by the entirety of the viceroyalty.

In 1638, Puebla complained to the Council that Mexico City’s Cabildo monopolized 

all the benefits of royal mercy, such as the nominations for nobility orders, whereas those 

who had to pay most of the new fiscal burden were merely unrecognized.107 Some time 

later, the City of Merida in Yucatan complained about the increment of the alcabala rate 

for the Armada. During the epoch of the negotiations for the Unión de las Armas, the gov-

ernment had allocated to this province a yearly contribution of 7,000 pesos. When it was 

clear that increasing the rate of the alcabala to 4% would not be enough to reach the goal, 

the viceroy Cerralbo had also introduced a myriad of excises over wine, vinegar, ham, 

chickens, sugar, flour, oil, textiles, henequen, and other essential consumption goods. The 

Cabildo censured:

The almojarifazgos and alcabalas sustain most of this service [of the Unión de las 
Armas]. Nevertheless, the continuous infestation of enemies, the loss of fleets and 
ships, the plunder of Campeche... and other accidents have caused many losses the 
commerce. The merchants needed some respite so that they did not falter. However, 
instead of this respite, what has befallen them are many new taxes and fiscal bur-
dens. Thus, it is normal that commerce falters and that every day more money is 
needed to achieve the goals set for this concession [of the Union]. Nevertheless, it 
is true that the province wants to serve Your Majesty, even beyond its forces, for it 

106 The complexities of the Peruvian case have been recently and thoroughly analyzed by A. Amadori in: 
Amadori, Negociando la obediencia...
107 AGI, Gobierno, Audiencia de México, 340, 03/03/1638.
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does not require eliminating the taxes already created, but that Your Majesty does 
not increase them more.108

Effectively, the creation of the Armada de Barlovento, which meant basically to im-

pose another 7,000 pesos on top of those already in place for the Unión de las Armas in 

Yucatan, was received tepidly by the elite in Merida. The population deemed that it was 

simply impossible to pay double of what the Real Hacienda had already incremented. 

The Cabildo in Merida provided a long list of grievances -among them the concession of 

encomiendas in Yucatan to the Count-Duke-.109 Solving these problems, would allow the 

province to contribute more.

5.1.2 Contributions versus tax exemptions

The Crown followed differentiated strategies during tax negotiations in America. Al-

though the tax policy remained the same, the procedures to apply it varied massively. This 

variation depended on the different answers of the local political actors in the viceregal 

courts and other governmental centers of the New World. Whereas local elites in New 

Spain seemed willing to participate in the Empire’s global adventures, the Peruvian elite 

received tepidly any proposal to embark on the Imperial undertakings. Contrastingly, the 

Caribbean was the object of a myriad of tax exemptions. These exemptions benefited the 

elites in zones that were affected by the Imperial wars of the XVIIth century.

To obtain advantages during sensible negotiations, Madrid’s government did not 

hesitate to exploit the differences between the elites in the continent. In New Spain, both 

the Cabildo and the Consulado showed cooperative to the propositions of the Crown. Af-

ter all, they had rebelled against the dispositions of the marquis of Gelves in 1624. When 

the negotiations for the Union arrived in 1628, the elite in the viceregal capital was still in 

a weakened position. The Crown had issued the pardon for the rebels just the year before. 

They might not have been in a position to resist again the orders sent from Madrid. The 

negotiations with the marquis Cerralbo were not precisely pleasant but ended in a com-

promise favorable for both parts.

When New Spain accepted the Unión de las Armas without many concessions from 

108 BNE, Varios Especiales, 182, 18, f. 10 front.
109 Ibid., f. 6 back.
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the Crown in 1630,110 the Consejo started to increase pressure over the viceroy and the 

corporations in Lima. After receiving the news from the northern viceroyalty, in the Sum-

mer of 1631, Philip IV penned a letter to the viceroy of Peru, the count of Chinchón. In the 

communication, the king informed the viceroy in Lima that his pair at Mexico City had 

already secured New Spain’s support for the Union. He admonished harshly the fact that 

Chinchón had not even started the discussions for the Union in the southern viceroyalty:

I expected you to have already settled this affair of the Unión de las Armas by this 
point. I have to warn you that your omission has caused me considerable surprise. 
Not only you have not solved it, but you seem to have realized no actual effort to set 
it in. There is a striking contrast with the provision of this case in New Spain. The 
vassals there have already signed the contribution of 250,000 ducats per 15 years 
for the Union. Despite having suffered many losses, shipwrecks, and contingencies. 
There could not have been any cause of importance to disregard what I have or-
dered, as those lands of New Spain possess less substance and wealth than the prov-
inces of Peru.111

Philip IV’s tone in the reprimand was severe. To defend himself, Chinchón elabo-

rated a careful answer to justify his course of action since he had arrived in Lima. In his 

letter, the count noted he had discussed the affair with the previous viceroy, the marquis 

of Guadalcázar, who had also chosen not to discuss the Unión de las Armas with the local 

elites when the order had first arrived in 1628. Since his arrival to the viceregal capital, 

argued Chinchón, the viceroyalty had lived in constant turmoil, for news of impending 

invasion by the Dutch were ceaseless. The loss of Pernambuco in 1630 had caused dis-

tress in the viceroyalty. Maintaining the kingdom on alert had elevated the cost of military 

defense, not only for the royal exchequer but for the encomenderos and other people at 

arms that had defended Lima during the campaign of 1624.

The viceroy claimed that he had not found any appropriate occasions to open the 

negotiation with the Cabildo in Lima. He also argued that the political climate to discuss 

taxation was undoubtedly different among the kingdoms held by the Monarchy.112 The 

corporations in Peru resisted, sometimes overtly, whenever the government brought the 

subject of the Union to the negotiations table. The viceroy had already noted the antipathy 

110 AGI, Gobierno, Indiferente General, 2690, 03/08/1631, f. 1 front - 2 back.
111 AGI, Gobierno, Indiferente General, 2690, 03/31/1633, f. 1 front & back.
112 “...not all the kingdoms have the same disposition and easiness. Because in some kingdoms, there are 
more complications, accidents, risks, and antipathy than in others. This fact can be verified by Your Majesty 
with Unión de las Armas, even within Spain itself.” Ibid., f. 7 back  [Emphasis added].
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of the locals to the subject. In a letter written some months after his arrival in Lima in 

1629, he clearly expressed:

I genuinely find the affairs over here so miserable, that I am discouraged and grad-
ually abandoning the hopefulness I had when I arrived. I am afraid, Sire, that if I 
tried to push the negotiations, the result might be the inconveniences that can be 
ordinarily dreaded whenever we impose new taxes and increase the fiscal burden.113

Chinchón had warned Madrid about the significant risk of revolt in Peru since 1629, 

should the government tried to enforce the Unión de las Armas unilaterally. Of course, 

the Consejo had answered by postponing the negotiations held in Lima. The Crown could 

not risk another uprising as that which befell in Mexico city, but this time in the most 

important of its American possessions. In a passage of the letter of 1633, the viceroy 

exposed that:

When negotiating new taxes, any ruler with even a small amount of sensibility and 
prudence exposes himself to fewer risks in the provinces of New Spain than in Peru. 
Folk here in Lima are more rowdy and impulsive, as the past uprisings and turmoil 
have demonstrated.114

Chinchón cleverly assessed that the settlers were not the only party to blame for the 

general disaffection of the population in Peru towards the endeavors of the Empire. The 

Council had its share of responsibility, for the orders issued in Madrid were tone-deaf to 

the interests and sentiments of the settlers in the New World. The secretaries had written 

the cédulas with a wording that complicated the local elites’ understanding. The royal 

orders simply did not convey the seriousness of the situation for the Monarchy and how 

it affected Hispanic America,

It would be convenient that Your Majesty declares clearly within the royal order that 
the resources contributed for the Union, will be spent in the military defense of this 
same provinces. Increasing the naval power of Your Majesty in the North Sea will 
divert from here, the enemies that could invade them and hurt them. However, in the 
royal orders, the discourse is so distant from here. There are not many people that 
have the insight necessary to understand this. Most of the population, or almost all, 
do not comprehend the discourse. They only hearken to the immediate and whatever 

113 The letter was signed by Chinchón in May the 18th, 1629. AGI, Gobierno, Indiferente General, 2690, 
04/11/1634, f. 6 back.
114 AGI, Gobierno, Indiferente General, 2690, 03/31/1633, f. 7 front.
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they find in their vicinity.115

The count of Chinchón prompted the Council to rewrite the royal orders that had 

created the Unión de las Armas in the New World. The Council had sent to Peru a cédula 

copied almost directly from those used to create the Union in Europe.116 It referenced 

the provinces and kingdoms of the Empire in the Old World. It also dealt with the war in 

Flanders, Italy, Germany, and the Turks in the Mediterranean. Any callings to defend Os-

tend, Breda, and to combat in White Mountain, assessed the viceroy, would fail to instill 

the settlers in Peru with any will to contribute for the Union. They neither knew the places 

nor had any interest vested in those enterprises.

The viceroy assessed that the critical element that would convince the settlers in the 

New World to support the Union was to convene directly in the orders the fact that the 

government intended to use the resources created by increasing the taxes in ramping up 

the viceroyalty’s military defenses. Fiscal expenditure was crucial to generate political 

consensus among the settlers.

Whereas the Crown devised strategies to increase taxes in Peru and New Spain in the 

Caribbean tax negotiation took a different path. Competing European powers embarked 

on continuous war to disrupt the communications and trade routes of the Hispanic pos-

sessions in America, especially in the Caribbean.117 The operation of Dutch, English, and 

French fleets during the XVIIth century continuously contested the monopoly of the trade 

between Spain and the Western Indies. Multiple foreign commercial actors managed to 

establish trade relationships directly with the Spanish settlers in the New World. Inter-

national merchants, often coming from these polities, also actively participated in legal 

commerce with the Indies though Seville and Cadiz.

A myriad of privateers started active campaigns to introduce contraband goods to the 

Spanish territories in America and disrupt the fleets that transported the fiscal monies to 

115 AGI, Gobierno, Indiferente General, 2690, 04/19/1634, f. 19 back [Emphasis added].
116 AGI, Gobierno, Indiferente General, 2690, 04/09/1627, f. 1 front - 5 front.
117 A good proportion of the power of Castile during the European wars of the XVIth century, was supported 
by the capacity of the Hispanic Empire to trade across the North Atlantic. Atlantic trade is a subject that 
has been analyzed by the literature intensively and extensively. The literature is vast, however, the works 
by P. Chaunu provide a long-term assessment of the quantities and cycles of the commercial activity of 
the Indies’ Fleets. Pierre Chaunu, Seville et l’Atlantique (1504-1650). Structures et conjoncture de l’Atlan-
tique espagnol et hispano-américain (1504-1650) (Paris: Institut des Hautes Études de l’Amerique Latine, 
1959). See also: Lutgardo García Fuentes, Los peruleros y el comercio de Sevilla con las Indias, 1580-1630 
(Sevilla: Universidad de Sevilla, 1997). For a perspective from the Americas: Margarita Suárez Espinosa, 
Desafíos atlánticos: mercaderes, banqueros y estado en el Perú virreinal, 1600-1700 (Lima: Pontificia 
Universidad Católica del Perú, Instituto Riva-Agüero, 2001).
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Castile. It is true, however, that in retrospect, the effects of these activities did not threat-

en, for the most part, the territorial integrity of the Hispanic Empire in the New World. It 

would be difficult to affirm that Jamaica, Curaçao, or Saint Martin were key territories in 

America, although they became launching bases of the privateering activity.

Thus, since the late XVIth century, the Caribbean became another theater for the 

wars fought globally by the Empire. Abandoning the zone at the hands of the Dutch and 

the English was not an option for the Castilian Crown. The Caribbean was vital for the 

dominance of the continent, and to control trade with Europe. Relinquishing the Antilles 

would have meant to relinquish the dominion over the entire continent. This area became 

the first line of defense of the Hispanic Empire in the New World.

Before the boom of the global demand for goods such as tobacco, sugar cane, and 

cotton, attracting population to the zone, especially the Lesser Antilles, proved difficult. 

The islands had experienced an acute depopulation process since the first epoch of the 

Spanish settlement. Firstly by the diseases that spread there. Then by the overexploita-

tion of the local population experienced at this stage of the conquest. Sometime later, the 

opportunities to enrich in the mainland left the Antilles with few settlers. The continuous 

war presented opportunities for the enrichment of some, especially for the merchants that 

traded with the privateers. On the other hand, the economic activities conducted there 

indeed became affected by the impending danger of invasion.

Local fiscal revenue in the zone, especially in the Antilles, was unable to provide the 

necessary resources to construct and maintain the ports and forts necessary for the mili-

tary defense. The Caribbean possessed no precious metals mines that could compete with 

those in Peru and New Spain, and thus the fiscal revenue coming from quintos was little. 

The zone had depopulated, so the tributos had almost disappeared. The Real Hacienda ex-

perienced a secular incapacity to obtain significant fiscal revenue. These combined facts 

prompted the Crown to transfer silver from the mainland to support the ever-increasing 

costs of military defense. Precisely, the Crown embarked on a reform to improve taxation 

in the viceroyalties to subsidize the costs of war in the Atlantic.

The military defenses depended on the capacity of the Empire to stop depopulation 

in the Caribbean. To attract settlers, the Crown conceded a myriad of fiscal exemptions 

in the area. For the most part, the Real Hacienda relinquished its right to charge any sig-

nificant taxes in the Antilles. Despite the many difficulties, the defenses were adequate 

to prevent the loss of any essential ports or territories during the entire XVIIth century. 
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Behind the relative success of defending the Caribbean was implementing a clear policy 

to alleviate the population from any fiscal burden in this crucial crossroads.

In the Hispanic Empire, fiscal exemptions constituted a specific form of royal mercy. 

They had to be solicited directly at the Consejo de Indias and authorized by the king. No 

local authority could grant this kind of permissions. If a tax exemption was given as an 

emergency measure by a governor or viceroy, the receptor was obligated to obtain the 

king’s express permission to legalize it. For the most part, the Crown conceded tax ex-

emptions for a certain number of years. After the period had ended, the city or corporation 

had to solicit the concession again.118

The Crown conducted tax negotiation for the viceroyalties, for the most part, in Lima 

and Mexico City. Contrary to this, for the Caribbean, the Council monopolized the arbi-

tration and realized it in Madrid. Table 5.1 presents the petitions realized by the Cabildos 

of the New World so that they benefited from tax exemptions between 1590 and 1650. 

The applications ranged from the concession of a reduced tax rate to a complete waiver 

of the payment. Most of the petitions were related to exemptions on taxes over the mining 

production (45.81%). Trade taxes come in a close second place (38.9%). The petitions to 

use the procedures from the justice system occupied third place (8.73%). Exemptions in 

118 The Crown, however, conceded some tax exemptions that became permanent. The most prominent case 
was the exemption for the quinto in New Spain’s silver production.

Table 5.1. Petitions for fiscal exemptions at the Consejo de Indias. 1590-1650   

Government District Mining Taxes Trade Taxes Tributo Monopolies Church Justice Total

Mexico 1 2 3 1 7
Guadalajara 2 2
Manila 1 1
Sub-total 1 3 2 3 1 10

Lima 16 2 2 1 1 22
La Plata 1 2 3
Santiago 1 1
Quito 11 11
Sub-total 28 5 2 1 1 37

Guatemala 4 2 6
New Granada 70 14 2 1 4 11 102
Panama 9 10 1 20
Santo Domingo 15 75 1 10 101
Sub-total 98 99 2 3 5 22 229

126 107 6 7 5 24 275

New Spain

Sources: AGI, Gobierno, Indiferente General, 744-767; AGI, Gobierno, Audiencia de Santo Domigo, 1-7; AGI, Gobierno, Audiencia de 
Santa Fe, 1-4;  AGI, Gobierno, Audiencia de Quito, 1 & 2; AGI, Gobierno, Audiencia de Panama, 1 & 2; AGI, Gobierno, Audiencia de 
México, 1-5; AGI, Gobierno, Audiencia de Lima, 1-8; AGI, Gobierno, Audiencia de Guatemala,  1 & 2; AGI, Gobierno, Audiencia de 
Guadalajara, 1; AGI, Gobierno, Audiencia de Manila, 1; AGI, Gobierno, Audiencia de Charcas, 1-3; AGI, Gobierno, Audiencia de 
Santiago, 1.

Total

Central America & The Caribbean

Peru
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the prices paid by monopolized goods (2.55%), Indian tributos (2.18%), and transferenc-

es from the church (1.82%) close the list.

The most common petition was to reduce the rate of the taxes charged over the pro-

duction of silver, gold, and pearls (88 applications). The second most important request 

was to receive a discount, or the total exemption, of the tax rates charged by the almoja-

rifazgo at the ports (55 petitions). The proceedings were rather simple. The city, through 

an agent,119 would promote the concession at the Council. A procurador, with the legal 

power to represent the Cabildo, would introduce a letter to the Consejo, justifying the 

necessity to obtain the king’s mercy. Regularly, the Crown would concede the exemption 

for a fixed temporal term. Before the term’s expiration, the city would have to ask the 

Council to continue benefiting from it again.120

Map 5.1 shows the distribution of the 53 cities that promoted fiscal exemptions in 

the continent.121 Cities located in Peru were responsible for 37 petitions, 13.45% of the 

total. 13 Cabildos negotiated at the Court in Madrid tax exemptions for silver production 

(28), especially for emerging mining camps of the viceroyalty. The districts of Lima and 

Quito concentrated most of the petitions. La Plata, which possessed major silver produc-

tion centers, presented only three petitions at the Council. Out of these pleads, two were 

related to trade taxes.122

New Spain’s Cabildos were responsible for only ten petitions, 3.64% of the total. The 

northern viceroyalty was the zone that litigated the less in Madrid to obtain tax exemp-
119 Almost any Cabildo in the New World paid a procurador to represent its interest in Madrid. These agents 
were ubiquitous in the Court.
120 The petition realized by Portobelo in 1602 stated: “By a cédula of December the 14th of the past year 
of 1597, Your Majesty conceded the city of San Felipe de Portobelo an exemption on the payment of the 
almojarifazgo for all the goods that were brought from outside the province, except for wine, for the next 
six years... and now that the first term is about to finish, the city begs Your Majesty to grant the mercy for 
another twelve years, so that its population continues to increase and the settlement thrives, as the neighbors 
there suffer extreme necessity, for pirates have robbed them, the land is afflicted, and local goods are expen-
sive...” The Council had no problem to authorize the exemption for the city, as it had suffered frequently the 
attacks of pirates, and it was a vital enclave that secured the trade route between Seville and Peru. However, 
it authorized only a term of two years after the original concession had finished. AGI, Gobierno, Audiencia 
de Panama, 1, 177, f. 1 front.
121 The sources for the map are the same as those signaled for table 5.1.
122 The city of Oruro pleaded to have a special permission over some goods that paid alcabala , which were 
equal to those the Crown had already conceded to Potosí: “Por cédula de Vuestra Majestad de 26 de Abril 
del año pasado de 1614 tuvo por bien de aprobar lo que el Marqués de Montesclaros, virrey que fue de las 
provincias del Perú, concedió a la Villa de San Felipe de Austria y asiento de minas de Oruro, cerca de que 
se le guardase el privilegio que gozaba la de Potosí en razón de que no se cobrase alcabala de lo que toca 
al beneficio de metales de plata, azogues, hierro, maderas de ingenios, y casas de beneficios, carbón y sal, 
y de las demás cosas precisamente necesarias y concernientes al dicho beneficio, la comida en grano, ni en 
harina, ni de la carne, por tiempo de tres años.”  AGI, Gobierno, Audiencia de Charcas, 1, 331, f. 1 front. 
The other exemption was provided to the port of Buenos Aires. In this case, it was a special permission to 
trade with the Portuguese settlements in Brazil. AGI, Gobierno, Audiencia de Charcas, 1, 222, N. 2.
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tions. After all, it had benefited from a universal tax exemption for the silver produced by 

the miners.123 Only five cities opened negotiations to gain fiscal mercies at the Council. 

Three of them were related to trade taxes and the other three monopolies.124

The data presented show categorically that the Crown allocated most of the tax ex-

emptions in the zone of Central America and the Caribbean. 83.27% of the petitions orig-

inated there. A total of 35 Cabildos of the area introduced pleas to negotiate a tax exemp-

tion in Madrid. The districts of the Audiencia of Santo Domingo and the New Kingdom 

of Granada alone were responsible for 203 of the Council’s expedients. For the most part, 

the cities in New Granada pleaded for exemptions over mining production (70). In Santo 

Domingo, trade taxes were the main target of the cities (74).

Map 5.1.a presents an amplified view of the Caribbean. It allows for a better apprais-

al of the cities that applied for the exemptions in the zone. The port of Santo Domingo 

was the city that litigated the most at Madrid to obtain exemptions. It was responsible 

for 37 petitions, of which 27 related to trade taxes.125 San Juan in Puerto Rico takes the 

second place with 25 applications, mainly for reduced tax rates of the almojarifazgo and 

the alcabalas in the port.126

The third place was Nuestra Señora de los Remedios del Río de la Hacha (23). This 

Cabildo constantly litigated at Madrid. It negotiated reductions on the rate charged to the 

pearls produced in its shores. Riohacha also petitioned reductions over the gold’ quinto 

registered by its Caja Real. The fourth position was held by, León de Caracas, whose 

Cabildo realized 22 pleas for exemptions over trade taxes (alcabala and almojarifazgo), 

and reductions on the quinto of the gold registered in the mining produced within the 

123 Silver produced by miners in New Spain paid only a tenth of its mass, whereas the usual rate was twenty 
percent. See: “2.2.1 Mining taxes” on page 84.
124 Mexico City’s Cabildo litigated in Madrid to obtain a reduction of the price of the azogue in New Spain. 
AGI, Gobierno, Audiencia de México, 2, 165, N. 4. It also petitioned the Crown to obtain tax exemptions 
regarding the monopoly of the salt. AGI, Gobierno, Audiencia de México, 2, 165, N. 10.
125 In 1605, Santo Domingo’s Cabildo introduced a petition to benefit from a special tax exemption over 
silver and gold, as well as a discount of the almojarifazgo for the merchandises transported to Seville: “Que 
del oro y plata que se sacare y beneficiare en la dicha isla en tiempo de 20 años, no paguen más derechos 
que de 5%, uno por no haber indios y ser muchos los gastos que se hacen en buscar los Minerales y en 
comprar negros con que acudir ellos y ser mas la costa que el aprovechamiento, a cuya causa no tienen 
posibilidad los vecinos y así se dejan de beneficiar las minas, y si se hiciese se seguiría aumento en la 
hacienda real, que por el mismo tiempo les haga Vuestra Majestad merced que de todas las mercaderías y 
frutos que de la dicha isla se trajeren a España no se paguen de almojarifazgo y otros derechos en Sevilla 
mas de a 2%. Y que la merced que Vuestra Majestad les tiene hecha por consulta de 6 de marzo de 1606 en 
que les prorroga por 6 años la que se les hizo de que de las herramientas hierros y acero que de estos reinos 
se llevasen para los que tuviesen ingenios de azúcar y del vestuario para la gente que anduviese en ellos no 
se les llevase derechos en la dicha isla, y se les prorrogue por otros 20 años.” AGI, Gobierno, Audiencia de 
Santo Domingo, 1, N. 95, f. 1 front.
126 The Cabildo of San Juan petitioned for  AGI, Gobierno, Audiencia de Santo Domingo, 535-A, 10/26/1606.
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Venezuela province. Santa Marta registered 18 petitions.

These five cities, all of them on the Caribbean shores, concentrated 45.45% of the 

petitions realized on the Consejo de Indias. By granting tax exemptions to the extent 

described here, the Crown renounced to receive any significant fiscal revenue from these 

districts. In exchange, the government’s tax policy promoted the local economy, hoping 

the cities managed to maintain its population and even grow. In 1634, Philip IV pro-

posed the Council to start limiting the concession of tax exemptions. The king intended 

to improve tax collection in America. However, the Council answered that the new order 

would affect the financial viability of the cities in the Caribbean severely:

some cities in the New Kingdom of Granada, the provinces of Cartagena, Tierra 
Firme, Santa Marta, and the Barlovento Islands, frequently find themselves with ne-
cessity, as the Ayuntamientos do not possess any revenue to finance their public ser-
vices. Because of the neighbors’ poverty, our kings... have conceded them the fines 
charged for the chamber of Your Majesty. They also possess the offices of corredor 
de lonja y vinos. [They benefited from the] exemption of the almojarifazgo over the 
construction materials brought there from Peru and other parts. The flour and other 
goods they buy or that they manufacture [are exempt]. The fruits and sugar they 
bring to Seville pay no more than half of the almojarifazgo. Some other merchandis-
es pay only 2.5% and other 7.5% of the alcabala and the almojarifazgo. Your Majesty 
ordered it so that, with this respite, they do not abandon the cities. Because of their 
poverty, they intend to do so and would have, if they would not have benefited from 
these mercies.127

To resist the onslaught of the Dutch and the French during the XVIIth century, the 

Hispanic Empire had to control the Caribbean. The government continued to negotiate 

these exemptions even with the public finance system’s less-than-favorable conditions 

during the 1630s. The negotiations benefited the interests of the Caribbean’ cities so that 

their inhabitants remained faithful to the Empire.

127 AGI, Gobierno, Indiferente General, 758, 09/22/1634, f. 1 back.
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5.2 Trade taxes, the key of tax policy

...habiéndose de abrazar este arbitrio [de incrementar el alcabala], hallo que no será necesario comunicar 
la Unión a las demás ciudades y provincias para que México venga en ella, para que se sepa la cantidad 
que aquellas han de contribuir, y se ajuste con lo que pueden dar. Pues la regulación que hago es por los 
encabezamientos de cada una, y no por sus fuerzas, ya que aquellos son ciertos y seguros y tan fáciles de 

averiguar, como las otras sujetas a fáciles mudanzas.
Fernando Carrillo, major notary of Mexico City’s Cabildo, to the viceroy Cerralbo.128

The revolution of freight and transportation that started with the first globalization al-

lowed an upsurge on long-distance commerce. The increasing economic capacity of the 

population to acquire exotic goods and luxury also had a positive impact on the confor-

mation of regional markets. The outcome was the expansion of trade across the world.129 

Hispanic America also experienced sustained growth in its regional markets. These de-

velopments permitted that, during the XVIIth century, taxing the commercial activities 

became the most convenient manner to increase the fiscal revenue in the New World.

By increasing the rates of the alcabala, the almojarifazgo, and the avería, the Crown 

avoided introducing any sort of substantial reform on the political ethos of the Indies. 

Even during the most important of the conjunctures experienced during that century, the 

negotiations of the Unión de las Armas, the Crown managed to avoid asking for a general 

servicio in America. Instead, the government incremented trade tax rates. They were part 

of the jura regalia, and the Crown had plenty of jurisdiction to modify them without ask-

ing for the Cities’ approval. By using these mechanisms, the government circumvented 

the necessity to create of institutions such as Cortes and Parliaments in America.

However, increasing the taxes did not necessarily mean that the population was will-

ing to pay them. That is why the Crown discussed the increases directly with cities and 

corporations in America. The negotiations provided an aura of legitimacy to the Crown’s 

policies. The government rapidly realized that by ensuring merchants’ cooperation, con-

trolling the flux of goods was not an extremely complex endeavor. Public exchequers 

could engross thanks to the wealth generated by thriving regional markets.

Charging taxes over trade was very convenient for the government. Direct person-

al contributions left little doubt about the source behind the imposition. Contrastingly, 

taxes over mercantile circulation obscured the source of the imposition. If the tributo 

increased, the government was taking the money directly from the purses of the contrib-

128 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 21 back.
129 Fernand Braudel, Afterthoughts on Material Civilization and Capitalism (Baltimore, MD: The Johns 
Hopkins University Press, 1979), 53-54.
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utors. Whereas, if the rate of an almojarifazgo increased, it was up to the merchants to 

increment their stock prices. The government could take a secondary role, collecting the 

proceedings form the cities and the Consulados without paying a high political cost by in-

creasing taxes. Moreover, the population realized the contributions with every operation 

in the market, so the burden was distributed across the year.

Indirect taxes over trade required a low investment in specialized infrastructure and 

did not consume many resources in administrative expenses. After all, taxing trade could 

be realized in a few critical geographical points: ports, fairs, cities. Contrary to this, con-

trolling entire populations to force them to pay personal contributions, required a severe 

effort both in costly infrastructure and human resources.

Trade taxes emerged as the principal mechanism to enforce the Crown’s tax policy in 

America during the negotiations for the Unión de las Armas in Mexico City. The viceroy 

Cerralbo decided to increment the alcabalas to avoid calling the Cities in New Spain. 

However, the actor that proposed the mechanism was a gray bureaucrat of the Cabildo in 

the viceregal capital. He solved the conundrum of the Union for Cerralbo and, by doing 

so, discovered a key mechanism for the governance of the New World.

The letter announcing the Union to the viceroys in Lima and Mexico City included 

an annex signed by the secretary Antonio Gonzalez de Legarda. This paper detailed six-

teen mechanisms to obtain the resources needed to pay for the 10,000 soldiers the Indies 

would contribute.130 Among them, the Council proposed an increase of 1% over the alca-

balas. The use of that fiscal category was not even the primary mechanism recommended 

by the secretary Legarda, who advocated the distribution of the burden over all the mech-

anisms proposed so that the contribution caused no resistances in the viceroyalties.

The marquis asked the escribano mayor del Cabildo de la Ciudad de México, Fer-

nando Carrillo, to provide his assessment of the most convenient manner to obtain the 

resources needed for the Union.131 The notary noted that the contribution to the Union had 

130 AGI, Gobierno, Indiferente General, 2690, 04/09/1627, f. 4 back.
131 Fernando Alfonso Carrillo was major notary of Mexico City’s Cabildo (escribano mayor del Cabildo 
de la Ciudad de México) from 1601 to 1641. His expertise in the affairs of the city allowed him to provide 
council to the viceroys and the Cabildo in the most important subjects of the viceroyalty: “Dada su larga 
experiencia administrativa en el gobierno de la capital virreinal varios virreyes lo incluyeron en comisiones 
dedicadas a estudiar problemas fundamentales de la ciudad de México y de todo el reino, como fueron el 
desagüe de Huehuetoca, los medios y arbitrios para costear la renta de mantenimiento anual para la Armada 
de Barlovento, la escasez de mano de obra indígena, la crisis minera, y los precios del trigo.” Manuel Alva-
rado Morales, “El cabildo y regimiento de la ciudad de México en el siglo XVII. Un ejemplo de oligarquía 
criolla,” Historia Mexicana XXVIII, no. 4 (April, 1979): 509. Carrillo also participated in the trade with  
silver and gold bullion of San Luis Potosí: Archivo Histórico del Estado de San Luis Potosí, Alcaldía Mayor 
de San Luis Potosí, 1622, L. 5, E. 4, f. 75 back.
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to accomplish three characteristics. Firstly, the Union had to be paid by all the provinces 

of New Spain. Secondly, the viceroy had to select stable rents not subject to any “acci-

dents of climate, sea or enemies.”132 Thirdly, the administration of the new fiscal revenue 

collected for the Union had to be inexpensive.

The notary concluded that the only mechanism that reunited these three characteris-

tics was the alcabala. Increasing the rate of the tax was the best way to find the resources 

to incorporate the viceroyalty to the Union.133 Carrillo esteemed that the provinces of 

Mexico and Puebla alone paid some 200,000 pesos each year.134 If the government in-

creased the tax rate another 2% of the total value of the merchandise, thus doubling it to 

4%, the alcabala alone would provide almost two-thirds of the 344,669.12 pesos needed 

by the viceroyalty.135

To convince the viceroy, Carrillo provided insight over two other conveniences of 

the proposal to increment the alcabala rates. Carrillo declared that doubling the rate 

would entice the cities to negotiate the administration. The current rate was so low that 

there was almost no profit for whoever administrated it outside the principal cities. With 

the increased rate, even the alcaldes mayores, who charged a 6% of the total for the ad-

ministration, would become interested in charging the tax in zones where neither the Real 

Hacienda nor the cities would enter. According to the notary, the main advantage of the 

alcabala was that the value of the encabezamientos and arrendamientos would provide 

the information necessary to assess the actual provinces’ capacity to contribute. Having 

this valuable information in the data produced by the Tribunal de Cuentas in Mexico city, 

rendered unnecessary any callings to form Cortes in New Spain:

I find that using this mechanism renders unnecessary any callings to the other cities 
and provinces to know the quantity they have to contribute and adjust it with how 
much Mexico City has to give. For the regulation I provide here is realized over the 
encabezamientos of each and not over their forces. The former is specific, precise, 
and easy to know, whereas the latter is subject to many changes.136

The lines written by Carrillo demonstrate that the actors from the XVIIth century 

used the data from the Real Hacienda to inform themselves about the economic capacity 
132 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 19 front.
133 Ibid., f. 19 back.
134 The average alcabala revenue in New Spain for the previous five years before 1628 was 174,523.37 
pesos. The 200,000 pesos esteemed by Carrillo, although on the high side, are not that far off.
135 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 20 front.
136 Ibid., f. 21 back.
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of the viceroyalty and make decisions based on the data. They showed fewer objections 

to appraise the economy though the Real Hacienda data than some of the contemporary 

academics that find that the data coming from the Hispanic American public finance sys-

tem is a mere hoax.137

The viceroy Cerralbo noted immediately that the reasoning of the notary was of key 

importance for the Crown’s cause in the negotiations for the Union. Using the alcabala 

allowed him to resist the Cabildo’s pressure to call a reunion of New Spain’s cities. After 

obtaining Mexico City’s plea to incorporate to the Union, the viceroy increased the tax 

rate universally in New Spain. He also immediately started negotiating with the Cabildo 

for the new encabezamiento.

After many struggles to convince the Cabildo and the Consulado de Comercio in 

Lima, in the Summer of 1639, the boat transporting the first remission of money collected 

for the Union left Callao. Accompanying the bullion, the viceroy Chinchón sent Philip 

IV a letter with a detailed account of the reasons behind his procedures viceroyalty to the 

Union. He noted that he had chosen to increase the rates of the alcabala, the almojari-

fazgo, and the avería:

Firstly, because, as far as I understand, in order to charge them, it is not required, in 
any manner, the Cabildos’ consent, despite the quantities each one has to contribute. 
Secondly, the Crown has already established those taxes, and charging them will not 
cause any new expenses. The costs associated with managing the alcabalas will re-
main the same, but now the administrator will charge them with the increased rates. 
Thirdly, because they are paid upfront by the wealthy, despite as it usually happens, 
they will, on their turn, increase the prices of the merchandise, and everyone will 
pay it anyhow, making this more equal. Fourthly, because using this mechanism, ex-
cuses entering in the intricacies of the excises. The ecclesiastics would have argued 
that this kind of contribution required permission from a papal brief, which I asked 
several times, but the government never sent me. The fifth reason is that the munic-
ipalities’ funds are left untouched so that the republics can use them in the precise 
cases applied for the excise.138

The five reasons presented here by Chinchón demonstrate the difficulties inherent in 

modifying the tax system in the New World. They also show that the viceroy in Peru had 

a clear idea of the complications that could ensue if the government applied a forceful 

reform on the public finance system.

137 Henry Kamen, “Debate: The seventeenth-century crisis in New Spain: Myth or Reality?,” Past & Pres-
ent, no. 97 (November, 1982): 144.
138 AGI, Gobierno, Indiferente General, 2690, 04/19/1634, f. 15 front & back.
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In the first point, the viceroy recognized that he had settled on modifying the rates 

of operation for the trade taxes because, by doing so, he avoided crossing the quagmire 

of political representation. He noted that, when he had called the members of the Cabildo 

and the Consulado de Comercio to have negotiations at the viceregal palace in Lima, he 

had justified increasing the alcabala rate because “...it is an ancient right of the Crown of 

Castile and also of this provinces, for they are entirely incorporated, dependent and sub-

ject to its laws, after their discovery and conquest.”139 Thus, the viceroy of Peru did not 

need to ask for any consent from the Cities and the corporations that could represent the 

local inhabitants to modify the current course of that tax, which was entirely dependent 

on the royal jurisdiction.

Points two and three of the letter need some assessment. There, the count of Chinchón 

notes that increasing the tax rates was convenient both politically and financially. Both 

viceroys in Lima and Mexico City noted correctly that the wealthy would pay the tax in 

the first place. Logistically, this fact posed many advantages for the Crown, as it could 

merely receive the lump-sums in the treasury offices, and let the Cabildos and the Con-

sulados de Comercio deal with the intricacies of actually charging the tax. Chinchón also 

signaled with perfect insight, and this part might have escaped to the viceroy in Mexico, 

that everyone in the viceroyalty would end up paying the tax, for it affected the prices 

of all the merchandise. However, it was not the Crown that elevated the prices, but the 

merchants. Despite elevating the taxes and increasing the value of the merchandise, polit-

ically, the costs for the Crown were minimal.

There was another course of action that would have allowed Hispanic America to 

comply with the Unión de las Armas. The government could have created new taxes. 

However, that route would have entitled unforeseen consequences for the social stability 

of the Hispanic Empire in the New World. The secretary Rodrigo de Aguiar had noted 

in 1628 that the government had installed all the Castilian fiscal categories in Hispanic 

America. The only two exceptions were those servicios paid by the pecheros and the 

millones.140

The secretary Aguiar noted that the Castilian settlers in the New World saw them-

selves as free from any vassalage, other than that of the Monarch. Thus, the settlers con-

sidered they would not have to contribute the pecho. They would have preferred to lose 

139 Ibid., f. 14 front.
140 AGI, Gobierno, Indiferente General, 756, 12/07/1628, f. 3 front.
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their lives than to suffer such equipartition.141 Moreover, the Hispanic American Real 

Hacienda lacked the infrastructure to exact such a complex tax, for the lands covered 

by the Empire were enormous, and controlling the population to that extent was deemed 

materially impossible. The cities in America, all of them rather new, simply lacked the 

administrative structure of their pairs in Castile.

Introducing the millones in Hispanic America was also somewhat controversial. This 

contribution was a servicio extraordinario that the Cities of the Realm in Castile agreed 

to grant to the Monarch so that he was able to provide justice and defend the kingdom 

correctly. They were voted at the Cortes de Castilla and negotiated every six years. Ex-

cises over consumption goods such as wine, oil, vinegar, meat, and soap, charged by the 

Cities, sustained the millones.142 As Chinchón noted in points four and five of his letter to 

Philip IV, imposing the millones implied to enter in conflict with the financial system of 

the Church, for all the ecclesiastics would have had to contribute, and they were exempt 

of the alcabala, thus the need of special permission from the Pope. Lastly, the millones 

would also have the effect of limiting the already meager concessions given to the munic-

ipal public exchequer, which financed public services.

Thus, increasing the rates of the alcabala, the almojarifazgo and the avería was the 

path followed by the Crown to increase tax revenue and avoid any radical modification of 

the status quo in America. The fact that trade taxes were already in current use, implied 

that the infrastructure necessary to charge them was already in place, and the population 

had already developed the habit to pay them.143 Modifying the contracts between the 

Crown and the Cities for the trade taxes was the only change needed to increase the taxes. 

The Real Hacienda needed no new administrative positions. For the most part, the admin-

istration did not register the increases as a single fiscal category, but as an increase of the 

original trade tax. Increasing the rates was, at least on the paper, costless for the Crown.

The marquis of Cerralbo in Mexico had noted that, even though the Unión de las 

Armas was nominally limited in time, “there is an enormous convenience in judging that, 

whether this servicio sounds as if it were for just for 15 years, once the alcabala rate is 

141  “...echar pechos a los españoles no ha convenido, que aunque hartos lo debieran pagar, ninguno en su 
presunción, y sobre eso perdieran la vida.” Ibidem.
142 Miguel Artola, La Hacienda del Antiguo Régimen (Madrid: Alianza Editorial, Banco de España, 1982), 
112-113.
143 The introduction of the alcabala in Peru was plagued with resistances from the population. The city of 
Quito even rebelled against the measure in 1592. Bernard Lavallé, Quito y la crisis de la alcabala (1580-
1600) (Quito: Institut français d’études andines, Corporación Editora Nacional, 1997), 143-192.
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increased, it would be rather difficult that it returned to where it was originally.”144 In the 

long run, the prediction of the viceroy revealed to be precise. The Crown benefited from 

the increase of all the trade taxes, as the Unión de las Armas special tax rate ended up be-

coming part of the ordinary tax revenue. The Crown justified the increases of the tax rates 

as the incorporation to the Union. However, after the 1670s, the population accepted the 

special service as a permanent part of the alcabala itself. The government did not consult 

any further the Cabildos for their willingness to contribute.

Mexico City debated the Unión de las Armas again in December of 1646, 15 years 

after the first payment. The regidores in Mexico city did not oppose the continuation of 

the Union but appealed to the viceroy and the king to finish the visita general headed by 

the bishop of Puebla, Juan de Palafox.145 This debate was the last time the Union was 

discussed publicly in Mexico city. In 1661, when the second term reached its end in New 

Spain, the government just prorogued it without any further opposition by the Cabildos. 

By that epoch, the Armada de Barlovento’s introduction had displaced the focus of the 

debates. The resistances were not against the Union’s reforms but to the increments of the 

Armada.

In 1653, when the 15 years of the concession approached in Peru, the Council noti-

fied the viceroy in Peru. The count of Alba de Liste asked the Cabildo in Lima to approve 

the continuation of the servicio. However, the regidores pleaded the viceroy to end the 

Union’s contribution, for the increased tax rates had caused “the loss of wealth and the 

upsurge of poverty.”146 The viceroy asked the Consejo if the government could eliminate 

the Union. The answer was categorical: “This imposition has already been welcomed and 

is currently charged in the Indies. The present necessities do not allow that any tax rate 

would be decreased, furthermore when it is as profuse as this one.”147

In 1670, the newly created Audiencia in Buenos Aires reported that it had stopped 

charging the 4% of the alcabala and had reverted to the original 2%, for the Unión de las 

Armas had expired without renovation by the viceroy.148 After receiving the notice, the 

144 AGI, Gobierno, Audiencia de México, 30, N. 10, f. 1 back.
145  “[El Cabildo] pide y suplica le restituya y vuelva la administración de las reales alcabalas en conformi-
dad de la consulta que se le tiene hecha, y Su Excelencia dada facultad para que se nombren comisarios, y 
así mismo se sirva a sobreseer la visita general y demás comisiones del cargo del señor obispo visitador, 
respecto de ser una de las causas principales del decaecimiento de la dicha Ciudad la duración tan larga de 
la dicha visita, que corre ya sobre 6 años.” BPRM, II [Manuscripts], 1984, f. 15 front.
146 AGI, Gobierno, Indiferente General, 2690, 11/11/1653, f. 1 front.
147 AGI, Gobierno, Indiferente General, 2690, 10/23/1653, f. 1 back.
148 AGI, Gobierno, Indiferente General, 2690, 11/18/1671, f. 2 front & back.
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Consejo mobilized the count of Lemos to ask the Cabildo in Lima to seek the Union’s 

approbation again.149 This time, however, the regidores in the viceregal capital did not 

resist the viceroy’s proposition. The rates of the alcabala, introduced with the Union, 

were already widely accepted across Peru. The Cabildo renovated the servicio as a mere 

formality, and the government never negotiated the Union again in Hispanic America.150

A final convenience of taxing commerce was that, by doing so, the government could 

cement its role as the agent of the New World. The Hispanic Empire tried to exercise 

control over the commercial circulation, not only to generate fiscal revenue but also to 

increase its capacity to direct society’s economic activities. Controlling the commerce to 

benefit the interests of the Hispanic Empire, or at least trying to do so, became a staple of 

the fiscal policies conducted in America.151

The Crown tried to limit the commerce between China and America while also im-

posing the closure of the navigation between Peru and New Spain. These actions intended 

to protect the interests of the trade monopoly in the Atlantic. By imposing a restrictive 

policy on the two viceroyalties, the Crown also intended to inhibit any linkage between 

the elites in Lima and Mexico City. The government understood that cooperation among 

the elites in America was an attack on the Empire’s governance, for they could coalesce to 

oppose the policies designed in Madrid. However anti-economical they could seem, there 

was a clear rationale behind these decisions.

Contraband thwarted the efforts of the Crown to achieve a total closure of the Pacific. 

Also, smuggling became a staple of trade in the Caribbean. Dutch, English, and French 

merchants introduced goods to Hispanic American markets without much government 

control. Tax evasion was common even in the commerce realized through the Indies’ 

Fleet.152 Within this context, perhaps the Crown could have benefited by lifting the re-

strictions over trade in America. The almojarifazgo might have increased significantly. 

However, this did not happen. Not even the most advanced secretaries at the Consejo 

dared to propose such a policy during the XVIIth century.

The Crown did not merely lose control over the situation of long-distance commerce 

149 AGI, Gobierno, Indiferente General, 2690, 11/19/1671.
150 AGI, Gobierno, Indiferente General, 2690, 08/27/1673.
151 See: Mariano Ardash Bonialian, El Pacífico hispanoamericano. Política y comercio asiático en el Impe-
rio Español (1680-1784). La centralidad de lo marginal (México, D.F.: El Colegio de México, Centro de 
Estudios Históricos, Colegio Internacional de Graduados Entre Espacios, 2012), 53-54.
152 Francisco Andújar Castillo, “Los generales y almirantes de la Carrera de India en el último tercio del 
siglo XVII. Préstamos y venalidad,” in Andalucía y el mundo atlántico moderno. Agentes y escenarios, Eds. 
José Jaime García Bernal and Juan José Iglesias Rodríguez (Madrid: Sílex Universidad, 2016), 265-286.
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in America. The scale of contraband made it almost impossible to control it. However, the 

introduction of merchandise, whether legal or illegal, activated trade in the many regional 

markets that thrived in America. The Crown adapted its fiscal policy so that at least a high 

percentage of the goods smuggled, ended up paying the alcabala. Graph 5.1 compares 

the fiscal revenue obtained by the alcabalas and the almojarifazgos. While the former 

experienced a downward trend throughout the century, the latter increased significantly.

5.2.1 Locking the Southern Pacific

Commercial activities in the Pacific started developing with the conquest and settlement 

of the New World.  By the beginning of the XVIIth century, the Pacific trade collided with 

the dominance of the Atlantic. For the first time, the oil and wine produced in Peru and 

wool cloth produced locally posed a severe threat to the dominance of Castilian produc-

tion. To protect the interests of wine producers in Andalusia, the Crown had forbidden the 

cultivation of vines and wine production in America. Whereas the territories conquered 

in the Caribbean and New Spain were simply unable to produce grapes to elaborate wine, 

the coastal areas of central Peru, notably at the Pisco and Ica valleys, rapidly proved to 
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possess optimal conditions to introduce the viticulture.

Until the end of the XVIth century, the government had considered that Peruvian 

wine was not competing with Castilian exports, so the problem did not need a forceful 

intervention. After all, the newly created vineyards attracted settlers and provided wine 

in zones where Castilian wine was unable to cater. Since the 1590s, a series of letters di-

rected to the Consejo de Indias denounced the ever-increasing volume of wine production 

in the southern viceroyalty, despite the prohibition that was in place.153 In 1591, a cédula 

ordered to charge an increased almojarifazgo rate of 4 reales per each botija perulera 

(amphora) that entered the port at El Callao.154 However, it seems that the viceroy chose 

not to enforce it. Fray Juan Gonzalez de Mendoza, the bishop of Lipari -famous for his 

travels to Asia and his research about China- adverted to Philip II in 1598 about the di-

mensions this problem had taken in Peru,

Currently, trade has diminished, and people over there [in America], content them-
selves with whatever is available in their land. They prepare wine with fruits and 
herbs; they use lard instead of olive oil to cook and manufacture cloth; they use cot-
ton instead of linen. With all that comes from China, they do not need anything from 
Spain. In sum, we will lose those kingdoms if the settlers there brazenly seed vines 
and olive trees. Their land is so fertile and easy to cultivate that they might even be 
able to provide Spain with all the merchandise that they now import in three years. 
With these developments, all the royal revenue and -hence- the security of those 
kingdoms will cease.155

With the death of Philip II, the Council’s stance regarding the vines of Peru changed 

radically. Antonio Osorio sent a memorandum to the Duke of Lerma, in which he de-

nounced the policies of tolerance followed until that point.156 The Consejo de Indias de-

bated the path to follow extensively, for other letters denouncing the vines in Peru had ar-

rived at the Junta de Hacienda in Madrid. The demand for wine and olives in New Spain 

was increasing. Thanks to the affordable prices of these goods in the Pacific, which paid 

almost no tax. They were already displacing the wines of Cazalla and the oil from Jaen 

153 AGI, Gobierno, Audiencia de Lima, 1, N. 91.
154 Recopilacion de Leyes de las Indias, Libro VIII, Título XV, Ley XIII.
155 BNE, Manuscritos, 11592, f. 249 front & back.
156 This Antonio Osorio does not seem to have been the same person as the famous governor of Santo Do-
mingo, who in 1605 executed the Destrucciones. The consulta, signed in March the 16th of 1602, clearly 
states: “La junta [de Hacienda de las Indias] oiga sobre esto, a Don Antonio Osorio en la misma junta, dán-
dole asiento. Y después de oído se podrá salir, y resolver la junta lo que le pareciere.” In 1602, the governor 
Antonio Osorio y Villegas, was in Santo Domingo exercising his mandate as president of the Audiencia and 
Governor. AGI, Gobierno, Indiferente General, 748, 03/16/1602, f. 6 back.
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in the Mexican market. The perspective was an increase in the production of the olives in 

the Pacific, which would also propel the textile industry’s development. As Osorio noted 

in 1602:

The settlers have planted many vines and olives in Peru, and they are producing so 
much wine, that it is very little what today is shipped there through the Tierra Firme 
Fleet. Although the olive trees have until now rendered olives good enough to eat 
them, those of the Society [of Jesus] have already begun to produce oil and, having 
such abundance of pine-oak, they will shortly start to elaborate soap and will manu-
facture cloth as refined as that of Segovia, for that land possesses so much wool...157

The alarms of the government in Madrid rapidly activated. Those acquainted with 

the subject signaled it as the most threatening affair to Castile’s interests ever developed 

in America. The Consejo proposed to forbid the commerce between Peru and New Spain.  

After all, what New Spain lacked, wine and oil, Peru had in excess. The merchants in 

New Spain, on their turn, would reexport part of their stocks of oriental goods to Peru, to 

pay for the wine. Castile would lose any control over the flux of silver, which would affect 

the government’s capacity to sustain its position as the leading power in Europe.

In 1603, the Consejo ordered to iterate the order to charge a special tax over the wine 

produced in Peru and use the proceedings to sustain the naval fleet based at El Callao. The 

order sent to the viceroy in Lima stated,

By one of the previous cédulas issued, which you will receive as well with this one, I 
order you from this point onwards, to charge the new tax over the wine produced in 
that land, through the almojarifazgo. The government will use the revenue to finance 
the expenses of the [South Sea] Fleet. The tax could be higher, considering that the 
prohibition to plant vines and sell the wine is still in place, and my vassals have not 
even paid me the almojarifazgo until now. However, I wish to concede this tax rate 
[4 reales per vessel] as a mercy to my vassals. It is also very convenient that the 
government introduce this tax. I want that the payments of this royal right are easy, 
moderate, and inexpensive.158

The government described the creation of the new tax, with concepts that are very 

close to the principles of certainty, convenience, and simplicity. The policy-makers of 

the Hispanic Empire were applying, although not systematically, some of the taxation 

principles that were to be operationalized by Adam Smith almost two centuries later. The 

157 Ibid., f. 4 front.
158 AGI, Gobierno, Indiferente General, 748, 02/14/1602, f. 12 front.
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Council also legislated the restriction of that trade between the viceroyalties to just two 

ships with a capacity of 200 Castilian tonnes. The boats would have a total value for the 

merchandise of up to 275,735.29 pesos.

Despite the government’s measures, in 1614, the general accountant Francisco Lo-

pez de Caravantes denounced the fraudulent practices that plagued the navigation. The 

boats departed Lima with more silver than allowed and returned overloaded with Chinese 

goods bought in Acapulco.159 The merchants implemented cabotage trade, which helped 

them unload the cargo in minor ports, bypassing Lima’s regulations. Caravantes pondered 

that at least 827,206 pesos in silver bullion, three times the allowed quantity, were sent 

to New Spain every year. If the merchants had routed that silver towards Spain, the Real 

Hacienda should have received 275,735 pesos as almojarifazgo.

The viceroy Montesclaros censured that the Church was one of the major players in 

the Pacific trade and that the religious orders provided respite for the fraud that the mer-

chants committed in the ships that connected Acapulco with Callao. Moreover, the set-

tlers considered that the limits established over the commercial route were unjust, and the 

officials in the government were reluctant to apply any punishment when they discovered 

any case of fraud in the South Sea.160 The viceroy warned that the commercial interests 

were so intermingled between the viceroyalties, that eliminating the practice would be 

almost impossible. Trying to completely barren the contacts between them, so that they 

would not develop any trade would be harmful to the interests of the Empire. The mar-

quis opined that the provinces of the Audiencia de Guatemala, colloquially known as la 

otra costa (the other shore), might be lost if the trade was prohibited, as the population 

there relied on the trade operated from Peru, which acquired tar, indigo, ink, and cacao in 

exchange of silver.

Finally, Montesclaros signaled that the prohibition of navigation in the Pacific would 

also affect the capacity of the Empire to occupy the space. Eliminating trade on both 

sides, Acapulco and Callao, “equals to wrecking the South Sea, as we would hardly able 

to maintain any ships on it. Only a limited number of patrons would be capable enough 

to finance boats of significant size to go to Tierra Firme once each year to receive the 

159 BPRM, II [Manuscripts], 1278, f. 48 front.
160 “Nada basta para desarraigar este daño, porque -hablando verdad a Vuestra Majestad- todos desayudan 
el intento, y comenzando por la más grave, las religiones son los primeros que esconden los fardos en sus 
conventos y chacras, y aún va entendido la desenvoltura de algunos a afirmar y aún firmar -según me ha 
dicho persona de crédito-, que esta ley y prohibición no se debe guardar por injusta.” BNE, Manuscritos, 
8990, f. 122 front.
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fleet.”161 The viceroy proposed to impose further restrictions on the navigation in the Pa-

cific, allowing only one ship per year between the two viceroyalties, and stretching even 

further the limits of the silver navigated, but with the express permission to trade Chinese 

goods between the viceroyalties.

However, Montesclaros’ successors in Peru did not follow his instructions correctly. 

The Crown restricted the circulation to one boat of 275,735.29 pesos, with the express 

prohibition to return with silks from China. Moreover, as the century advanced, the vice-

roys restricted navigation by denying the licenses to depart towards Acapulco, for the 

boats needed the safe-conduct signed directly by the viceroy to cover that route. In 1620 

and 1629, several royal orders reinforced the procedures to monitor that the boats were 

not trading with New Spain the allowed amounts.

In 1634, the papers provided by Francisco de Vitoria Barahona caused a profound 

impression in the Council.162 The captain denounced that the permission ship traveling 

between Callao and Acapulco transported more than 2 million pesos in Chinese goods. 

The government considered that any silver traded from New Spain to Peru, diverted 

from Castile’s commerce. The Crown would have to intervene. It reacted by imposing 

an increasingly restrictive policy on the trade between the two viceroyalties. The viceroy 

Chinchón informed that since 1628, the year his government had started, and until 1636, 

he had allowed the departure of only three ships destined to Acapulco.163 Considering 

what the Consejo had deliberated, he declared a suspension of the licenses to New Spain 

for the next five years (until 1641), testing the waters to see if the merchant’s guild in 

Lima elevated any complaints to Philip IV.164

Not only the merchants in Peru complained but also the Cabildo in Mexico City.  

Within the negotiations to establish the Armada de Barlovento in 1636, the Cabildo pe-

titioned to lift the restrictions to trade with Peru. The regidores in Mexico city deemed 
161 Ibid., f. 123 front.
162 The papers by Vitoria Barahona were important in shaping the position of the Council regarding the Pa-
cific trade since the 1630s. The debates that followed the lecture of the notices in the session -and that have 
been conserved-, are also very interesting to have a glimpse of the policies of the epoch. They have been 
analyzed recurrently by the literature. For instance: Álvarez de Toledo, Juan de Palafox..., 84.
163 AGI, Gobierno, Indiferente General, 758, 02/07/1635, f. 4 front - 5 back.
164 Here, the Council’s order and the viceroy Chinchón had simply copied the policy proposed by Vitoria 
Barahona: “...en lugar de alcanzar la consecución del fin principal a que se aspira, no se de en el daño que 
podría resultar si los interesados en el comercio del Perú, viendo que de golpe se les quita la gracia que les 
está concedida, diesen en algún aburrimiento y desesperación causado del sentimiento de semejante deter-
minación parece que esto se puede disponer con alguna suavidad, y que así será bien escribir por ahora al 
virrey del Perú, sin darle a entender la intención con que se va, que por tiempo de 5 años no permita ni con-
sienta vaya a la Nueva España ningún navio de permisión, sin embargo de las cédulas de Vuestra Majestad 
que para ello tienen aquellas provincias.” AGI, Gobierno, Indiferente General, 758, 08/24/1634, f. 2 front.
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that “on this genre of trade depends the ease of the vassals.”165 When the viceroy Salva-

tierra negotiated to renew the Unión de las Armas in Mexico city in 1644, the Cabildo 

petitioned, again, to lift the prohibitions imposed on the commerce with Peru.166 Almost 

at the same time, the city of Quito petitioned at the Council to receive the permission to 

send a ship with woolen cloth to New Spain, as the Crown had recently prohibited the 

production of that fabric in the northern viceroyalty.167 However, the government did not 

grant this permission.

By the 1640s, there was a lack of ships for the navigation in the Pacific coasts, es-

pecially in New Spain.168 After the expedition by the Dutch general Hendrik Brouwer in 

Valdivia, which had failed to colonize southern Chile, and that prompted the reinforce-

ment of the presidios, there was a severe effort in New Spain to settle the Californian 

coasts to protect the trade route with the Philippines. Palafox promoted the expedition of 

Pedro Porter Casanate heartedly so that he established a permanent settlement there. The 

bishop of Puebla was stunned to find that the small fleet needed to transport the soldiers 

that would come with Porter to California’s exploration was almost impossible to acquire 

in the Pacific coasts of New Spain:

I cannot find any sensible reason that could explain why, in the entire southern coast 
of New Spain, we have not manufactured even a ship of 60 [Castilian] tonnes. This 
fact is even more baffling, considering the many years in which the enemies are men-
acing us in the South Sea. We have suffered the invasion of its waters.169

Palafox noted that the abandonment of navigation in these coasts affected the vice-

royalty’s capacity to defend itself should the Dutch managed to settle in Chile and operate 

in the Pacific. New Spain was entirely dependent on the few boats that navigated from 

Peru. Moreover, the galleons used in the route Acapulco-Manila were all constructed in 

165 AGI, Gobierno, Indiferente General, 2536, 07/14/1636, f. 1 front & back.
166 BPRM, II [Manuscripts], 1984, f. 15 back.
167 “La ciudad de San Francisco del Quito dice que en la dicha ciudad y su provincia no hay otra granjería 
que las manadas del ganado ovejuno convertidos en los tejidos de paños y gorgueras y bayetas cuya saca 
se hace para la ciudad de los Reyes y a la de La Plata y villa de Potosí y con los tiempos que nunca tienen 
punto firme, han venido a mucha quiebra por no tener valor, con que no se puede sanear el costo que tienen, 
con que se halla hoy la dicha ciudad y provincia muy apurada y pobre, en daño general de todo género de 
comercio. Y pues Vuestra Majestad se sirvió de mandar quitar los obrajes de paños y gorgueras en la Nueva 
España, se ha de servir Vuestra Majestad de mandarle dar licencia para que cada un año pueda llevar un na-
vío cargado de los dichos paños y gorgueras a la dicha Nueva España” AGI, Gobierno, Indiferente General, 
758, 02/07/1635, f. 3 front.
168 The viceroy Montesclaros had predicted this outcome since the epoch of Philip III, should the Crown 
closed trade between Peru and New Spain.
169 BNE, Manuscritos, 8865, f. 89 front.
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the Philippines. Thus, the northern viceroyalty produced no boats to navigate the Pacific.

Since 1664, in the negotiations for the contract to administrate the almojarifazgo in 

Callao, the Consulado de Comercio forced the inclusion of a clause to receive two licens-

es of 137,868 pesos each per year to navigate to Central America. Lima’s merchants ar-

gued that they did not intend to establish commercial relationships with New Spain but to 

find the necessary goods in Peru. Despite the promises realized by the Crown, the results 

for the Consulado regarding the clauses to navigate to la otra costa were underwhelming. 

The viceroys had denied the permissions, and, the merchants complained, the prices of 

the goods provided by Central America had spiked sensibly in Lima.170 In 1677, the Con-

sulado was ready to compromise and forget totally about the commerce with New Spain, 

in exchange for the permission to trade in Central America. The merchants recognized 

that the two permission vessels recognized in 1675, which allowed 551,471 pesos per 

year of trade, were subject to all kinds of fraud. The merchants ignored the limitations in 

the value of the navigation.171

Lima’s Consulado assessed that New Spain produced no local goods demanded in 

Peru. The shipments from Acapulco was merchandise from Castile and China. Passing 

Castilian goods to Peru from New Spain was forbidden, for they paid less almojarifazgo 

than those traded in Portobelo. This trade was deemed unfair for merchants who used the 

legal route designed by the government in Panama. The re-exportation of Chinese goods 

to Peru was also forbidden. The Crown did not want the employment of Potosí’s silver 

in Asia. Thus, the Consulado proposed to close the trade with Acapulco entirely, if the 

Crown allowed the navigation from Lima to Central America.

The restrictions on commerce through the Pacific continued to be subject of polem-

ic throughout the XVIIIth century. The literature has demonstrated how the commercial 

routes through the American Pacific coasts suffered the most restrictive policy within the 

Empire.172 These restrictions intended to maintain the dominance of the Castilian com-

170 “...estando capitulado que todos los años se haya de dar licencia a 2 navíos para que hagan viaje a los 
puertos de Sonsonate, El Realejo, Guatemala y Nicaragua, para que puedan conducir los géneros en aquel 
reino que hay en aquellas provincias como son la brea, añil, tinta, cacao, y otros de esta calidad, no habién-
dose concedido más de una licencia en más de 2 años, ha padecido aquel reino la falta de estos géneros, de 
calidad que siendo el precio de ordinario de la libra de tinta de 6 a 8 Reales, apenas se hallaba por 5 pesos, 
y el cuartal de brea que valía 3.5 pesos, no se hallaba por 9 pesos.” BNE, Manuscritos, 7652, f. 14 front & 
back.
171 Ibid., f. 9 front & back.
172 “Si existió un espacio marítimo en el imperio español que sufrió el peso más abusivo de una legislación 
prohibitiva y restrictiva quizá haya sido el área del Pacífico americano... El tapón legislativo alcanzó su 
máximo grado durante los 100 años que van desde 1640 hasta 1740. Esta singularidad podría entenderse a 
partir de un abanico de razones íntimamente relacionadas entre sí. Una primera respuesta sería que la mo-
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mercial interests over the circulation of goods in the New World. The decision was strictly 

political, and it certainly affected the Crown’s capacity to profit from charging even more 

taxes over the circulation of goods in the Pacific area.

The debates in the Council show that the secretaries were aware of the damages 

caused by the restrictions to the economies of Peru and New Spain and the controversial 

nature of the orders to enforce the restrictions. However, they also acknowledged that it 

would have been challenging to forgo the merchants’ interests in Seville and Cadiz, for 

they were among the essential supports of the Crown in Europe. Moreover, the Crown 

deemed 

5.2.2 Regulating Chinese trade

...dicen que el pasar plata a la China por este camino [del Pacífico] es de poca importancia, porque tam-
bién entra y para en ella la que se remite a España de todas las Indias orientales, corriendo por manos 
del comercio por Francia, Italia, Inglaterra, Flandes, Alemania y las demás provincias septentrionales, 
Turquía y Persia, hasta llegar a la India Oriental, de donde con menos ley la pasa el mismo comercio a la 

China, donde se recoge y atesora (Dios sabe con qué fin).
Francisco López de Caravantes, Noticia General del Perú [1630].173

Another central economic development took place during the XVIIth century. The mer-

chants sent in ever-increasing proportions silver produced in New Spain to the Philip-

pines. Once in Manila, the trade networks used it to acquire Chinese goods transported 

from the Guangdong province. At least until the 1650s, the purchasing power of silver 

in China was significantly higher than in any other markets of the world. Transporting 

bullion through the Pacific was risky, but the promise of a surplus many times higher than 

the average was also very tempting.174

narquía española, siendo la dueña ausente del área, aceptó ‘abandonar’ el espacio marítimo proclamando 
que ninguna otra nación o ningún grupo económico pudieran involucrarse en él. España asumió la decisión 
política de apartar al Pacífico del campo de acción legal mercantil ultramarino: lo colocó más como una 
frontera pasiva y débil del confín territorial imperial con el objetivo de marginarlo en el juego de los inter-
cambios.” Mariano A. Bonialian, El Pacífico hispanoamericano. Política y comercio asiático en el Imperio 
Español (1680-1784). La centralidad de lo marginal (México, D.F.: El Colegio de México, Centro de Es-
tudios Históricos, Colegio Internacional de Graduados Entre Espacios, 2012), 53.
173 Francisco López de Caravantes, Noticia general del Perú IV (Madrid: Atlas, 1987), 226-227.
174 “Si usamos proporciones bimetálicas como indicador, el valor de la plata dentro de China se elevó para, 
aproximadamente, doblar el nivel de equivalencia en América, Japón, Europa y la mayor parte del resto 
del mundo. La diferencia del valor de la plata en China con respecto al resto del mundo creó, en la primera 
Edad Moderna, enormes oportunidades para ejercer un comercio provechoso. Era un caso clásico de me-
diación y oportunidad. Había que «comprar» en mercados donde la plata era barata, por ejemplo Potosí, 
Ciudad de México, Ámsterdam o Nagasaki, y venderlo en mercados que ofrecían un mayor precio. Ya que 
China ofrecía doble precio que el resto del mundo para la plata, el metal blanco gravitó irremisiblemente 
hacia aquella región del globo.” Carmen Sanz Ayán, Los banqueros y la crisis de la Monarquía Hispánica 
de 1640 (Madrid: Marcial Pons Historia, 2013), 76-77.
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The trade with China, via the circuit Manila-Acapulco, provided cheap silk, china, 

and other luxury goods in exchange for the silver produced in New Spain. If Peru had 

been able to interact with this commerce, it would have sent to the northern viceroyalty 

wine, oil, woolen cloth, and silver to obtain Chinese goods in exchange. New Spain’s de-

mand for Castilian goods would have been satisfied with Peruvian goods, and all the sil-

ver produced by the New World would have ended up absorbed by the Chinese cyclone.175 

M. Bonialian cleverly assessed that the restrictions over trade in the Pacific developed to 

curb the arrival of Asian merchandises to Peru.176 The policy also had an equally import-

ant goal of impeding the introduction of Peruvian goods in New Spain.

The government understood the risks that this circuit could entitle for the commer-

cial interests in Castile. The Crown considered trade in the Pacific as a blunt attack on 

the core of the Hispanic Empire in America. Madrid evaluated that allowing unchecked 

commercial interactions between the two viceroyalties would eventually render the eco-

nomic and political control of the possessions in America impossible. Castile would lose 

any capacity to exercise commerce with the New World, and the kingdoms of the Indies 

would realize that they did not need to be subjected to the Empire, for they possessed 

everything to sustain themselves. Thus, trade between New Spain and Peru was -on the 

fact- forbidden.

However, the commercial relationships with China, through the Acapulco-Manila 

galleon, were allowed to continue, although heavily regulated. Was it not simpler to for-

bid all commercial trade in the Pacific? Such a measure would have helped to avoid 

unnecessary temptations to contraband merchandise. Since the early XVIIth century, the 

Consulado de Comercio in Seville had petitioned the Crown to forbid all trade with Asia 

in the New World. The merchants presented a plan to monopolize the relationships with 

Manila from Seville, using the navigation through the Atlantic and the Indian Oceans. In 

a rather odd order of ideas, they deemed it was more convenient to use this route that the 

one in the Pacific. Very similar opinions were expressed by Antonio de Osorio, who, in 

1602, calculated the value of the merchandise sent from Manila to Acapulco in some 2.76 

175 “Pour expliquer les influences des économies lointaines comme celles d’Extrême-Orient sur les écono-
mies et les monnaies de l’Europe, il est utile, à titre d’images suggestives, de parler de «gouffre», ou de 
«cyclone», pour exprimer l’attraction exercée sur les métaux précieux par la Chine ou l’Inde.” Pierre Vilar, 
Or et monnaie dans l’histoire. 1450-1920 (Paris: Flammarion science, 1974), 118.
176 “Es válida la afirmación de que la prohibición mercantil por el espacio del Pacífico estuvo principal-
mente motivada por el deseo de impedir que los efectos asiáticos llegaran al espacio peruano.” Bonialian, 
El Pacífico..., 85.
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million pesos per year.177

From that point on, Seville would take the trade directly with Manila, through the 

coasts of Africa and the Indian Sea. The commercial route through the Pacific had to be 

closed. The precise circumstances that had originated the circuit Manila-Acapulco af-

firmed the Consulado, had already been surmounted since the Philippines’ conquest.

The Council asked the viceroy of Peru, the marquis of Montesclaros, to express his 

opinion regarding the petition of Seville’s Consulado. The viceroy’s rejoinder is worth 

of notice. One of the main reasons argued by the Consulate in Seville was that the Dutch 

fleet, using the navigation through the Cape of Good Hope, had managed to control al-

most the entirety of the global spice trade. The control of the route would also entail form-

ing a fleet that would dislodge the Dutch from Asia. In the answer, the viceroy affirmed:

It is of no substance the argument that, by using this navigation, the Dutch have al-
most dominated the spice trade, for they did not have any other path to use than this. 
I can assure Your Majesty that, with all the caution used by the Dutch to consider 
what it is optimal for them, if they possessed navigation more convenient, like that 
of New Spain, they would not risk running in front of the coasts and ports of Your 
Majesty [in Castile], and other parts where they could very well find someone that 
would attack them.178

Montesclaros noted that the Dutch had even essayed to find an alternate route through 

the north of the American continent, the mythical Strait of Anian, to navigate without 

the opposition of the Spanish and Portuguese fleets and the perilous navigation in the 

Arabic and Indian Seas. He debunked the idea that the navigation through the Cape of 

Good Hope was better than that of the Pacific. Then, he predicted that if the demand of 

silk and textiles from New Spain was to be routed solely through the Atlantic, the silver 

exchanged by these merchandises would eventually end up in the coffers of the Dutch, 

France, and England. Whereas, allowing New Spain to trade with China, would at least 

keep that silver far from the enemies’ hands:

By closing the door to the commerce [of New Spain] through the Philippines, Spain 
will have to cover all the necessities there [in Asia]. All the textiles [demanded by the 
New World] would end up being provided by France and Flanders, to whom Spain 
always gives all its treasures in exchange of these merchandises... the French and 
the Rebels [i.e., the Dutch] are so dexterous in acquiring gold and silver from us, 

177 AGI, Gobierno, Indiferente General, 748, 03/16/1602, f. 4 front.
178 BNE, Manuscritos, 8990, f. 78 front.
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that they will certainly take everything with them... In exchange, the Chinese cause 
us no harm by retaining the silver, whereas through the other path [of the Atlantic], 
everything will end up in the hands of those that use their power to undermine us.179

As Castile was unable to absorb all the silver produced in the New World, should all 

of it circulate directly to Europe, it would inevitably wind up at the hands of its competing 

powers. At least, the Chinese waged no war against Spain. Although the drainage of silver 

towards China was not precisely the Hispanic Empire’s preferred outcome, Montesclaros 

recognized that it was not as damaging for the interests of the Crown as the alternative.180

Another consideration pointed out by the viceroy was the cost of maintaining the 

Castilian enclave in the Philippines. The operation of the defensive system in the archi-

pelago was costly, and the local resources were not enough to pay for it. Thus, New Spain 

had to send every year a rather high quantity of silver and able soldiers. If the navigation 

through the Pacific were to be closed, then the necessities of the government in Manila 

would have to be covered directly by the royal exchequer in Castile.

The Consulado de Comercio argued that the costs of the navigation would be more 

than retributed by the goods exported from Europe to Asia. Montesclaros demystified the 

assessment by noting that both China and Japan produced cloth of equal or better quality 

than that manufactured in Europe, and were merely uninterested in wine consumption. 

Moreover, if Chinese silk would be exported directly from Manila to Seville, it would 

wind up competing with the local production, affecting that industry in Castile and Italy. 

Thus, closing the navigation in the Pacific would lead to an utter economic failure that 

would ruin Manila.181

Should the Castilians abandon the Philippines, it would have been a severe blow 

179 BNE, Manuscritos, 8990, f. 74 back - 75 front.
180 The marquis of Montesclaros had invested heavily in the Philippines trade when he was viceroy in New 
Spain: “Señor. Habiendo notado en el Virrey que Vuestra Majestad envío a gobernar estos reinos un modo 
de gobernar tan desgobernado, y sin tiento y una tan grande y declarada hambre y codicia en él, y en sus 
criados y en todos una libertad de vida tan escandalosa que parece gente venida de Ginebra...” AGI, Gobi-
erno, Indiferente General, 748, 12/06/1604, f. 2 front. Montesclaros’ main helper (camarero del marqués), 
Diego Núñez de Ovando, litigated constantly at the court of the Consulado de Comerciantes in Seville 
against major merchants in the Indies’ trade such as Francisco Rosales. AGI, Casa de la Contratación, 
Autos, 765, 2.
181 “..es engaño decir que [los bienes Castellanos] son apetecidos en Manila y Japón, siendo así que los 
paños que solamente les sobran, de mas de ser mercaderías de tanto velar, que las perdería quien las embar-
case a tanta distancia en Filipinas. No son de uso por la calor, y en el Japón donde el frío los pudiera pedir, 
se bastan muy pocos porque los naturales andan vestidos de tafetanes de la tierra colchados con algodones, 
con que también queda respondido a lo que se alegaba del crecimiento de los derechos que resultarían a 
Vuestra Majestad de la salida de España y entrada en Manila.” BNE, Manuscritos, 8990, f. 75 back - 76 
front.
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to the interests of the Empire. Controlling the commercial routes in Asia was central to 

achieve worldwide dominance. Abandoning the Isles would have opened the gate for the 

Dutch VOC to control the entirety of commerce in Asia. Moreover, losing control over 

the Philippines would also affect irremediably the stability of the possessions of the Por-

tuguese, which were still part of the same Crown when Montesclaros wrote the rejoinder. 

Thus, the viceroy considered that prohibiting the commerce between Acapulco and Ma-

nila would create a myriad of problems for the Crown, which largely outweighed any of 

the inconveniences created by allowing the vassals in New Spain to profit from that trade.

That the Manila galleon trade was profitable, is certified by the licenses given to the 

Count-Duke of Olivares in 1626, which enabled him to send a ship of 200 Castilian tonnes 

with a total value of 275,736 pesos per year until 1632.182 Part of the battery of reforms 

destined to increase royal revenue since the establishment of the Unión de las Armas in 

1628, included the increment of 2% of the almojarifazgo in Manila. The merchants paid 

3% of the value of their merchandise since the last quarter of the XVIth century. In 1611, 

the government introduced an extra 3% for the Chinese goods that entered in the boats of 

the Sangleys.183

The cabildo in Manila had always opposed any novelty on the trade taxes, noting that 

the commerce with New Spain and China possessed a fragile balance. Any new tax would 

have unforeseen consequences over the trade. Many governors and special judges (visi-

tadores) had tried to increase the rate of the almojarifazgo since 1604. The rate paid by 

Manila was amongst the lowest in the ports of the Hispanic Empire. However, all of them 

had unanimously acknowledged the complicated situation in Manila and had decided to 

forgo the proposed increments.

The Carrera de Manila, was affected by the papers given to the Consejo de Indias 

by Francisco de Vitoria Barahona. At the session of the Council held at Madrid on the 

24th of August, 1634, the Captain exposed his letter’s main ideas. There, he denounced 

the excessive amount of silver used in the Pacific. The actual bullion shipped to Manila, 

he affirmed, was well above the limitations in place. The captain did not recommend the 

prohibition, as with the Callao-Acapulco route, but increasing the controls to combat the 

fiscal evasion. He also deemed necessary to reduce the capacity of the two galleons used 

in the navigation. From that point, the government should only allow boats of 500 or 600 

182 AGI, Gobierno, Indiferente General, 755, 06/16/1626, f. 1 front - 3 back.
183 BNE, Manuscritos, 8990, f. 129 back.
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Castilian tonnes.

What ensued can be narrated as a cautionary tale about how, by rigidly enforcing 

the orders of the king in the Western and Eastern Indies, without recurring to some dose 

of common sense acquired with the exercise of the government in these areas, the bu-

reaucrats could cause more problems than those they intended to solve. Juan de Palafox 

was among the secretaries present in the reunion with Vitoria Barahona. He argued that 

the execution of an affair as complex as this would supersede the viceroy’s capacity and 

required the nomination of a special judge whose authority would depend directly on the 

Council. The judge would then persecute directly the frauds committed by the merchants 

in Acapulco. He also proposed an increase in the almojarifazgo rate for all the merchan-

dise that entered or left the port.184

Vitoria Barahona had esteemed that, by applying these proceedings, the Real Haci-

enda could collect 1.7 million pesos per year in Acapulco alone. The Council discussed 

profoundly to find an adequate candidate to accomplish the mission. By early 1635, the 

list had been narrowed down to eight candidates, coming from the first ranks of the im-

perial bureaucracy. The list included oidores at the Reales Audiencias of Seville and Va-

lladolid.185 Finally, the Council designed Pedro Quiroga y Moya, who had been serving 

as alcalde in Granada.

The Council discussed the Acapulco affair in complete synchronization with the 

election of the viceroy of New Spain. The success in the establishment of the Armada 

de Barlovento was partially dependent upon the resources channeled to the fleet from 

the expected increase of revenue from the trade taxes that would be audited both in Aca-

pulco and in Manila. The judge Quiroga y Moya arrived at Acapulco in 1635. He started 

investigating the frauds earnestly and found the implication in the cover-up of almost 

anyone who had touched merchandise coming from Manila.186 Knowing that it would be 

challenging to evade the judge’s charges, the merchants proposed to pay a hefty forfeit, 

so that the investigation would not continue.

Quiroga esteemed the damages in some 900,000 pesos and proposed that the mer-

chants in New Spain would be responsible for paying 600,000. Those in Manila would 

184 Ibid., f. 4 front.
185 AGI, Gobierno, Audiencia de México, 3, N. 264, f. 3 front.
186 BNE, Manuscritos, 8990, f. 145 front. The inhabitants in Acapulco could have answered to questions 
of the judge Pedro Quiroga about whom had participated in the fiscal fraud, as those in the theater play by 
Lope de Vega: “-¿Quién mató al comendador? -Fuente Ovejuna, señor...” Lope de Vega, Fuente Ovejuna 
(Alicante, Biblioteca Virtual Miguel de Cervantes, 2002), f. 279 back.
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contribute with the rest.187 In 1637, the private remittances of silver decreased by the 

increased administrative rigors. The only silver that reached the Philippines was the 

150,000 pesos conceded to the Count-Duke ships. When notice of Quiroga’s procedures 

reached the Philippines, the merchants in Manila complained to the governor. They hesi-

tated to send any merchandise to Acapulco in the galleon of 1637. However, the governor 

convinced them that the 300,000 pesos of the fine had settled the affair.

When the galleon arrived from Asia in 1637, Quiroga was waiting in Acapulco. Ex-

asperated by the developments in Manila, something he considered as close to rebellion 

against the orders he had promulgated, he proceeded to scrutinize the cargo. A cédula by 

Philip in 1640 remembered:

Irritated by what the governor in Manila had proposed in my name, Don Pedro 
showed even an increased rigor. Not conform to having embargoed whatever the 
ships had brought, he also weighed everything and proceeded to open the parcels 
and coffers that the officers of the Real Hacienda had already registered. These 
procedures are against the style of any port and contradict the law. Don Pedro ap-
praised every merchandise well above its just price... those goods that had cost 9 
pesos in Manila, he appraised them in 22 pesos.188

According to Quiroga, the cargo that had arrived at Acapulco in the galleon had 

a value of 4 million pesos. The merchants argued that the goods might not have even 

reached the 800,000 pesos. They also complain that Quiroga had proceeded in that man-

ner so that they would wind up paying an increased almojarifazgo, and a new fine.  Pre-

cisely, the value of the merchandise exceeded the permission of the trade route. Quiroga 

y Moya asked a composition of 689,338.24 pesos to the merchants. Although he died 

soon after the arrival of the galleon in Acapulco,189 the viceroy Cadereita continued with 

the commission and asked the merchants in New Spain to pay 300,000 pesos, and their 

correspondents in Manila another equal quantity.

The result was that in 1636 and the following year, the merchants of New Spain 

were unwilling to send any silver to the Philippines, for the proceedings of Quiroga in 

Acapulco had left them with red numbers within their ledgers. Also, the accumulated 

losses pushed many of the merchants in Manila to declare bankruptcy. The settlers of 

187 BNE, Varios Especiales, 5, 20, f. 1 back.
188 Ibid., f. 2 front.
189 Certainly, Philip IV did not mourn the loss of his special judge and former major in Granada: “...y per-
mitió Dios que muriese, y por su muerte el Marqués de Cadereita continuó lo comenzado por él, y fue con 
no menos rigores...” Ibid., f. 2 back.
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Philippines’ capital reunited in an open Cabildo, outraged by what they considered an 

abusive use of the law. The trade route experienced a breach of confidence between the 

governmental institutions and the private actors.

The city argued the judge had condemned them to pay the fines without even being 

allowed to defend themselves of the charges.190 They decided to stop the remittances of 

Chinese goods to Acapulco. They would cease any commerce until their representatives 

in Madrid informed the Council of the situation in the Islands. Private trade was, for the 

most part, suspended from the Philippines. The galleon that departed to New Spain in 

1638 contained almost no merchandise from the settlers, as only the government charged 

some goods. During average years, the almojarifazgo in the commercial route managed 

to collect 300,000 pesos. In 1638 and the next year, the tax rendered barely 4,000 pesos 

per year.191

Not only trade taxes resented the situation. Almost all the other tax branches of the 

treasury office in Manila diminished, especially the licenses conceded to the Sangleys to 

trade in the Philippines. When notice of the situation reached the Council in Madrid, all 

the alarms went off in the government. The information was corroborated by different 

sources, as the governor and the archbishop of Manila had both written letters in which 

they advised the king to take the matters in his hands, to avoid a further deterioration of 

the economic and social affairs there.

The seriousness of the situation could even lead to the loss of the archipelago to the 

Dutch.192 The Council immediately ordered the suspension of the special commission in 

Acapulco and canceled any tax increase in Manila. In 1640 Philip IV also ordered in-

vestigations over the judges that had proceeded against the settlers in the Philippines. It 

was against all the laws of Castile to impose fines without even hearing the arguments of 

the defense. The king commented to the Council that the fines charged in the Philippines 

trade had rendered some 0.9 million pesos, but if Castile lost Manila, not even 4 million 

190 “La novedad e inquietud que estas comisiones han causado en la Nueva España, que es a donde se sabe 
que han llegado, ha sido tan grande y tan notable el desasosiego y confusión en los vecinos y cargadores 
de Filipinas, que sin reconocer en sí culpa que los acuse, delito que los grave, ni prueba que los condene, 
por sólo no verse sujetos a denunciaciones, los vecinos y cargadores de Filipinas, que sin reconocer, digo, 
por sólo no verse sujetos a denunciaciones o faltas o verdaderas, que todas son penosas, y a lo que pueden 
deponer testigos, han tratado de servir a Vuestra Majestad con más de lo que sus caudales alcanzan, y sufren 
sus fuerzas, de que se ha repartido a los de Filipinas parte tan grande, que será imposible poderla pagar, sin 
que queden del todo destruidos, sin ser ellos los culpados en los excesos que se intentan proveer.” BNE, 
Manuscritos, 8990, f. 145 back.
191 BNE, Varios Especiales, 5, 20, f. 3 back.
192 Ibid., f. 3 front.
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pesos would suffice to recover it. Moreover, the three years without private trade in the 

Pacific had already signified a loss of 0.9 million pesos for the royal exchequer. The Real 

Hacienda had not charged almost any almojarifazgo in Manila and Acapulco.

The Real Hacienda had also to discount the silver that had been shipped from New 

Spain to the archipelago to cover for the faltering tax revenue there. The drop in the tax 

collection impacted almost immediately the royal finances in the Philippines, which had 

the burden of paying the defense of the entire archipelago. As the Crown could not stop 

paying the soldiers and sailors’ wages, the deficit had to be covered irremediably with 

bullion shipped from New Spain.

Philip IV noted in the cédula of 1640 that, as the resources diminished in Manila’s 

treasury office, the remittances of fiscal bullion from Acapulco increased. The king pre-

dicted that soon, not even a million pesos of situado coming from Mexico City to Manila 

would suffice to maintain the Islands within the orbit of the Empire.193 A policy that com-

menced with the idea of boosting silver circulating in the Atlantic, by channeling resourc-

es for the defense of the Caribbean, concluded using more and more fiscal monies from 

Mexico city to subsidize the defenses in Asia. The exact opposite effect of the original 

orders.

Another unwanted development for the Hispanic Empire occurred during the years 

in which the trade between the Philippines and New Spain had stopped. The Chinese 

merchants who navigated the goods from Guangzhou to Manila had stopped trade with 

the Spanish merchants, for they possessed no silver and started trading with the Dutch. 

Philip IV noted that just in 1637, the Dutch had bought at least 5,000 picos of Chinese 

silk, precisely from the merchants that usually assisted in the Philippines.

The Council ordered the viceroy Cadereita in Mexico City to prepare the situado of 

the year 1640. All the fiscal monies due to the Caja Real in Manila were sent as soon as 

possible to Asia. The marquis had retained some sums because of the situation of the war 

in Europe. The king also proposed elevating the value of the allowed private silver that 

was permitted to navigate to the Philippines, from half a million pesos per year to 0.8 mil-

lion pesos, at least during a decade. Finally, the cédula included the express permission 

to export the products of the Islands without limitations, as until that point there was no 

clarity if the 250,000 pesos of value for the merchandises that sent from Manila to Aca-

pulco, comprised only the goods coming from China, or the total cargo, that is, including 

193 Ibid., f. 5 front.
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merchandises from the Philippines.194

A parallel order was sent to the visitador Palafox so that he expressed his opinion 

about the factual prohibition of trade between Peru and New Spain. The Council wanted 

to know his assessment regarding the relaxation of the restrictions imposed over the Pa-

cific trade. The secretaries expressed concern with the economy’s capacity in New Spain 

to absorb the influx of goods from the Philippines, without the support of the Peruvian 

silver. Also, the Council noted that the prohibition had left the coast of New Spain without 

ships, which could lead to disaster if Manila needed some assistance sent from America 

in case of emergency.195

Even though Palafox traveled personally to Acapulco, to oversee the hastily issued 

royal orders to reactivate the trade with Manila, the bishop does not seem to have written 

an answer. If he did, the paper is now lost. However, as has been already mentioned, the 

navigation between Callao and Acapulco continued to be heavily restricted despite the 

Council’s doubts.196 To close the affair, the Council recognized that believing the propo-

sitions by Vitoria Barahona had been a crucial mistake, as:

It was clear from the beginning that the goals set by the policies proposed by Fran-
cisco Vitoria Barahona were risky. The government must repair the damages caused 
promptly and prevent for the future with certainty. When the problems start to ap-
pear, the remedies are simple. Whereas when the problems are in place, they often 
become impossible to surmount.197

Both Palafox and Salvatierra, serving as viceroys of New Spain, tried to restore Chi-

na’s trade as soon as possible. After all, tolerating some evasion at Acapulco, was always 

better than sustaining the entirety of the military expenses in the archipelago, with silver 

bullion coming from New Spain. Trade between Callao and Acapulco would continue 

to be, on the reality, canceled. However, trading Chinese goods across the Pacific, was a 

necessary evil which the Empire had to tolerate, precisely as the viceroy Montesclaros 

194 “..sin limitación de cantidades, y los de las Islas procedidos de sus cosechas y labores como son, cera, 
lampotes, manteles, tarlingas, mantas de Ilocos, almizcle, algalia, y otros géneros, que son propios de las 
dichas Islas.” Ibid., f. 6 front.
195 Ibid., f. 7 front - 9 front.
196 “La demanda del procurador de Filipinas por abrir el comercio entre ambos reinos llevó a España a eva-
luar de nuevo la situación. Viajará a Nueva España, en particular al puerto de Acapulco, el visitador Juan de 
Palafox, con el propósito de analizar, entre otros asuntos, la apertura del tráfico por el Pacífico. No logramos 
llegar a la respuesta que ofreció sobre el dilema, pero todo conduce a pensar que la solicitud filipina fue 
desestimada.” Bonialian, El Pacífico..., 84.
197 BNE, Varios Especiales, 5, 20, f. 10 front.
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had assessed since the beginning of the century.198

5.2.3 The emergence of the South Atlantic

The South Atlantic emerged as an economic space that articulated the commercial cir-

culation between the coasts of Africa and Brazil during the XVIIth century. The zone 

developed initially as a by-product of the restrictions on the commercial activity applied 

to the Pacific. The Crown had relegated the colonization of the River Plate’s area, almost 

just to cover defensive necessities. Fears of Dutch colonization and the expansion of the 

neighboring Portuguese settlements prompted the Crown to realize an effort to settle the 

area with little intent to enforce its articulation within the Peruvian economy.199

The war in Chile had almost stopped the settlement south of Buenos Aires, as the 

resistance of the local population could imply a costly war in an area that caressed, for 

the most part, of economic interest for the settlers and the Crown. However, the settlers 

rapidly incorporated Tucuman into the district of the Audiencia de la La Plata. The area 

became a center of production of wheat, wine, meat, leather and tallow for the mining 

economy of the Peruvian highlands.200

When the silver produced in the district of La Plata encountered increasing restric-

tions to flow freely towards the Pacific, it started to escape to the Atlantic through Tucuman 

and via the River Plate delta. Answering a consulta in 1637, the Council qualified the port 

of Buenos Aires as a “drainage for the silver”, and especially for precious metals that had 

not paid their due taxes.201 The port at the River Plate became one of the most important 

entry points for the slaves that were trafficked directly from the Atlantic coasts of Africa.

The vicinity of Brazil, especially during the epoch of the Iberian Union, promoted 

the establishment of trade relationships between the two areas. Since the beginning of 

198 BNE, Manuscritos, 8990, f. 74 back - 75 front
199 For an excellent recent assessment on the emergence of Buenos Aires during the XVIIth century, and the 
role it played within the South Atlantic: Martín L. E. Wasserman, Las obligaciones fundamentales. Crédito 
y consolidación económica durante el surgimiento de Buenos Aires (Buenos Aires: Prometeo Libros, 2018), 
31-64.
200 The empirical evidence from this area permitted Carlos Sempat to generalize his study of the emergence 
of multiple regional economies and local market systems in America. See the brilliant third essay titled 
“Integración y desintegración regional en el espacio colonial. Un enfoque histórico” in Carlos Sempat 
Assadourian, El sistema de la economía colonial. Mercado interno, regiones y espacio económico (Lima: 
Instituto de Estudios Peruanos, 1982), 109-134.
201 “Presupónese, que las oposiciones [a la propuesta de Nicolás Salvago] son el haberse reconocido, que el 
puerto de Buenos Aires, mediante la ocasión del comercio, era un desaguadero de plata, y en particular de 
la no quintada, que por otro camino no hubiera tenido salida.” BNE, Varios Especiales, 27, 39, f. 1 front.
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the XVIIth century, the settlers of the provinces of Rio de la Plata and Paraguay had ob-

tained special permission to trade directly with Brazil. Some 140 metric tonnes of wheat 

flour, 23.4 metric tonnes of cow jerky, and 5.75 metric tonnes of tallow produced in both 

provinces could be exchanged for cloth, as well as cast iron tools, brought by Portuguese 

merchants to Brazil, or directly in Seville, in two ships per year.202

As it often happened in the Pacific, and the Manila trade, the merchants used the 

ships of the permission to embark contraband goods. Many ships arrived in Buenos Ai-

res without permission, and simulating that the boat required repairs, they entered the 

ports and conducted commerce there. This practice was commonly known as arribada 

forozosa (forced entry) and was commonly used at the ports of the Caribbean as well. 

Before 1640, a tolerated practice was to allow the anchoring of Portuguese and Castilian 

merchant ships in Buenos Aires if they presented themselves with a letter from the gov-

ernor in San Salvador de Bahia, which authorities and merchants often used to introduce 

contraband to the port.

In 1612, the duke of Lerma prompted the Council to discuss some propositions real-

ized by Brazil’s governor through the Council of Portugal. The newly appointed governor 

in San Salvador proposed eliminating the commerce restrictions between Peru and Brazil 

through the Atlantic. He assessed that the merchants could introduce at least 1,000 slaves 

per year through Buenos Aires. The innovation needed the modification of the current 

asiento contracted only for the ports in the Caribbean. The addition, the governor pon-

dered, could have a yearly value of 55,147.06 pesos. He argued that the trade route was 

not likely to introduce foreign merchandise to the Castilian dominions, for the Portuguese 

slave traders needed those European goods to obtain slaves in Guinea and Angola.203

However, the Council opposed sternly to open the trade between Brazil and Peru 

through the River Plate. As it assessed, this would compromise seriously the monopoly 

of the commerce with the Indies given to Seville, for

The subject is of crucial importance and consideration among those discussed in the 
Council. Firstly, it is true that commerce with the Portuguese never opened, and it 
remained closed for them before the Crowns were united, and after the coalescence 
verified. Although at the beginnings of the settlement of those provinces of the River 
Plate, the Council granted some licenses to visit the coasts of the Portuguese... the 
experience showed the many damages caused by the entry of merchandises without 

202 AGI, Gobierno, Audiencia de Charcas, 1, 222, f, 1 front.
203 AGI, Gobierno, Audiencia de Charcas, 1, 276.
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register in Buenos Aires, and people from diverse nations, their faith insecure and 
seeding books of certain sects.204

It seems that the problem was not only that opening Buenos Aires for the commerce 

with Brazil would benefit those that introduced contraband goods, but also that the Crown 

had the concern that it would convert into a point of entry for Portuguese, Dutch and 

French immigrants that had not been approved by the Council.205

Even with the Dutch capture of Pernambuco in 1630, which certainly exposed the 

navigation in the South Atlantic to new dangers of attack by privateers, trade through 

Buenos Aires did not precisely falter. In 1637, the Council esteemed that, at least, be-

tween 600 and 800 slaves entered each year by this route. The slaves were navigated 

directly from the Portuguese entrepôt in Luanda, or from the Brazilian hinterlands which 

had developed the most extensive sugar-plantation economy of the epoch, and possessed 

slaves to re-export.206 The Council noted that some notices had arrived at Seville, indicat-

ed that just in that year, Portuguese merchants had conducted 1,200 slaves from Africa in 

three boats, all of them unregistered and without a proper license.207

The price of the slaves introduced by the contraband in the River Plate was so small 

that it spoiled the Crown’s efforts to profit from the trade by selling special licenses to 

introduce slaves in the zone. The soundest failure was the permission to navigate 1,500 

slaves and eight boats from Seville, given to Philip IV’s brother, the Cardinal-Infante 

Ferdinand of Austria, in 1629.208 No merchant would enter in the business, as they knew 

that paying the licenses would inflate the slaves’ prices, rendering them unable to compete 

with those introduced by the contraband directly from the coasts of Africa.

204 Ibid., f. 1 front & back.
205 Immigration to America was closely controlled by the Council, that provided licenses to migrate only 
those that proved to be of Castilian origin and old christian. However this did not mean that many immi-
grants reached the New World without legal permission by the Council. In 1644, the bishop Palafox noted 
how there were many immigrants without papers in Mexico: “Aquí vienen gran copia de llovidos, que así 
llaman a los que no traen licencia de Vuestra Majestad, y cierto que en el numero lo parecen todos estos. 
Como haya buena forma, y disposición, se pueden agregar a la Armada de Barlovento o hacerles que pasen 
a Filipinas, porque el darles oficios es ruina de la justicia y llamar a los que quedan en España, y que dejen 
eso que esta tan desacomodado, y se vengan donde hallan el premio, cuando habían de hallar el castigo.” 
BNE, Manuscritos, 8865, f. 153 back.
206 Herbert S. Klein, African Slavery in Latin America and the Caribbean (New York, NY: Oxford Univer-
sity Press, 1986), 45-49.
207 “No hay año que no entren en el dicho puerto 600 o 800 negros, y este año de 1637 en que estamos, han 
partido de Angola para el dicho puerto de Buenos Aires en el mes de Enero más de 1,200 negros en tres 
embarcaciones, y todos sin licencia, ni registro, y a tan moderado precio, como se advertirá adelante, con 
quien no pueden, ni han podido competir las concesiones del señor Infante.” BNE, Varios Especiales, 27, 
39, f. 3 back.
208 AGI, Gobierno, Indiferente General, 2796, 04/07/1629.
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Selling special licenses to foreign actors to navigate to Buenos Aires was considered 

a high-risk operation, for they introduced more slaves and merchandises than those per-

mitted by the contracts with the Crown. However, several licenses were sold by the Junta 

de Medios to help to finance the tercios that fought in Flanders. The licenses also paid 

the salaries of the bureaucrats of the Consejo de Indias.209 The Genoese banker Nicolao 

Salvago is among those that bought licenses.210 He promised to contribute with 100,000 

pesos to construct the fort and ramparts in Buenos Aires. The Portuguese merchant and 

financier Martin Alfonso de Ataide acquired as well a license to introduce slaves in Amer-

ica through the same port, most likely to use the profit of the business to pay for the com-

pany of Irishmen he had levied to fight in Flanders.211

Not even the secession of Portugal after 1640 greatly affected this thriving trade. In 

1677, the merchants in Lima complained that enormous quantities of merchandise con-

tinued to enter through Buenos Aires. The Consulado de Comercio in Lima denounced,

the harm caused by the concession of licenses to navigate from Seville -and other 
ports- to Buenos Aires, is grave. The merchandise introduced through this route pro-
vides all that is necessary for the provinces of Buenos Aires, Paraguay, and Tucuman. 
They inevitably arrive at the kingdom of Chile, the city of Potosí and its district, and 
even reach the city of Cuzco. When the merchants of Lima try to introduce the goods 
they bought through the fleet and galleons... nobody wants to buy them by their just 
price, as they receive the merchandise even cheaper than in Portobelo thanks to the 
trade conducted from Buenos Aires.212

Towards the end of the century, the Consulado in Lima continued to pose similar 

complaints at the Council. In a series of petitions in 1693, the merchants blamed the 

marked descent of fiscal revenue experienced during the last years in the viceroyalty, on 

the quantity of cloth that had entered through Buenos Aires, and through the axis Carta-

gena-Bogota-Quito.

209 AGI, Gobierno, Indiferente General, 2796, 11/12/1640 & 11/26/1640.
210 The Salvago family was part of a network of financiers that  Nahuel Enrique Cavagnaro, Los Salvago. 
Una red genovesa transatlántica. 1580-1660 (Universitá degli Studi di Teramo: PhD Thesis [unpublished], 
2020).
211 AGI, Gobierno, Indiferente General, 2796, 06/30/1638. For the activities of Ataide regarding the war in 
Flanders: Eduardo De Mesa, The Irish in the Spanish Armies in the Seventeenth Century (Woodbridge, UK: 
The Boydell Press, 2014), 116-119.
212 BNE, Manuscritos, 7652, f. 5 back.
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5.3 Extraordinary revenue, a convenient manner to increase fiscal income

Extraordinary revenue became an efficient mechanism to obtain resources in Hispanic 

America. The Crown possessed vast property in the New World. Selling it in times of 

need was a convenient manner to rapidly increase its revenue without having to negotiate 

with any other party for the resources. During the XVIIth century, the government used 

these mechanisms to generate an upsurge of resources necessary to sustain the Empire. 

Extraordinary income saw steady increases, particularly during the 1640s, an epoch of 

war and crisis for the Crown in Castile.

Despite the importance of these assets, especially to sustain the expenses of the Real 

Hacienda in certain critical conjunctures, the government did not base its long-term fis-

cal policy over extraordinary revenue. The fiscal category accounted for only 10.81% of 

the total revenue. Some mechanisms, such as the transferences from the justice system 

(depósitos de justicia), were not part of the crown’s extraordinary mechanisms to in-

crease its revenue. The real fiscal assets collected through extraordinary means to solve 

the Crown’s problems represented 8.18% of the total revenue.213

Graph 5.2 shows the Hispanic American fiscal revenue composition. The graph de-

tails the proportions of extraordinary revenue. The main staple of the category was the 

sales of public offices (ventas de oficios). Another good source of revenue were the do-

nativos. The Crown also asked the settlers in the Indies to provide voluntary donations 

on special occasions. The inauguration of a reign, the marriage of the king, or a prince 

merited a donation from the settlers. The Crown also collected donativos to pay for the 

defense costs in the seas and the wars in Europe.214

Since the beginning of Philip’s II reign, the Crown started selling some offices within 

the government in America. The money collected through these means was sent directly 

to the Peninsula, carefully labeled and with a letter detailing the proceedings that gave 

birth to the sale. It was strictly forbidden to use the money proceeding from selling offices 

to liquidate local expenses. The council had the power to veto any sales contracted with 

conditions that damaged the Crown’s interests. The bureaucratic appointments sold were 
213 See: “2.2.4 Extraordinary income” on page 115.
214 F. Ciaramitaro and L. De Nardi have presented a typology of the donativos conceded by the settlers 
during the XVIIth century in: Fernando Ciaramitaro and Loris De Nardi, “El régimen fiscal de los donativos 
en las Indias como alternativa a las asambleas estamentarias europeas: una reinterpretación del imperio 
(siglos XVI y XVII),” Mexican Studies XXXV, no. 3 (November, 2019): 305-306. The main proposal of 
the authors regarding the importance of the donativos in the political ethos of the Indies, shall be contrasted 
with the amounts recollected through these mechanisms in the total revenue.
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appointments in municipal governments, notary positions, and costly appointments at 

Potosí and Mexico’s coin mints.

By the end of 1587, Philip II decided to allow to transfer or waiver of the notary 

offices in a third person (renunciación). The operation entitled paying a third of the orig-

inal value of the appointment. The measure intended to finance the Real y Feliz Armada 

against England, and was limited to a single time per office.215 In July of 1606, Philip 

III convoked a special Junta within the Indies Council to analyze if the Real Hacienda 

had enough jurisdiction to introduce the policy of transferring the offices to a third party. 

These sales could pay a percentage of the original, as they already operated in Castile.

The Junta also discussed overriding the limitation of a single renunciación per office, 

allowing unlimited transfers of the offices among the individuals living in America.216 The 

Crown wanted to collect money from those seeking to sell the appointments to return to 

Spain or devote themselves to a different trade. The Junta expected that the offices would 

be renounced more than three times in short periods, generating a considerable stream of 

resources for the royal exchequer. The government accepted that the offices would nev-

er return to the Crown, and selling offices would become a feature of the governmental 
215 AGI, Gobierno, Indiferente General, 749, 07/31/1606, f. 4 front.
216 Ibid., f. 1 front & back.
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structure in America.217

The Council had discussed the policy since the first years of the century but had 

issued no royal order.218 The reasons presented by the Council were deemed of enough 

weight to allow lifting any limitations to the renunciaciones of offices in America. The 

discussion found that the measure would benefit both the Crown and the settlers. The 

Council sent an order to the authorities in the continent to commence the application of 

the innovation.219

The Real Audiencia in Lima announced it had received the order to implement un-

limited renunciaciones over the offices sold by the Crown in Peru.  As soon as June of 

1607, the viceroy promulgated it, receiving widespread approval from the kingdom’s 

inhabitants.220 Unsurprisingly, the policy’s application caused an upsurge of the fiscal 

revenue related to selling of offices. Whereas in the quinquennium 1600-1604, the Real 

Hacienda collected a total of 0.63 million pesos, the following period (1605-1609) it reg-

istered 1.74 million pesos coming from the offices sold in America.

Before Philip IV’s reign, selling offices that dealt with justice provision, that is oido-

res, corregidores, alcaldes mayores and alguaciles mayores, or that managed the money 

of the royal exchequer in the Cajas Reales and accounting offices, had been consciously 

limited by the government. Nevertheless, as the metropolitan Real Hacienda situation 

deteriorated, this policy was gradually abandoned by the Consejo de Indias. It started to 

sell offices at the treasury offices and the Tribunales de Cuentas in the 1620s and 1630s.221 

Some offices pertaining to justice provision were also sold during this epoch.222

217 “Los oficios de pluma de las indias que son renunciables, está permitido que los primeros compradores 
los pueden renunciar una vez sirviendo con el tercio del valor del oficio a Vuestra Majestad. Y habiéndose 
advertido que convenía y sería de mucho más aprovechamiento a la hacienda de Vuestra Majestad que se 
fuesen renunciando siempre, como las escribanías y otros oficios de estos reinos, sirviendo con el dicho 
tercio cada vez que se renunciaren. Se pidió parecer sobre ello a las Audiencias de las Indias, las cuales le 
han enviado, y todas o- la mayor parte- se conforman en que será mas beneficiada y acrecentada la hacienda 
de Vuestra Majestad en darse licencia para que se vayan renunciando, siempre que quisieren, los dueños 
de los tales oficios sirviendo con el tercio a Vuestra Majestad. Y que los mismos oficios se servirán mejor, 
fundándose en que las dichas renunciaciones se harán muy a menudo, porque los que las tienen o desean 
venirse a España, o en juntando caudal para vivir sin ellos y ocuparse en otras cosas mas aventajadas, o en 
contrataciones, los renuncian fácilmente. Y que por esto en las cajas de Vuestra Majestad entrará más dinero 
de lo procedido de estas renunciaciones, que de la venta de los oficios que vacan, y que sucederá que en vida 
del primer poseedor se renuncie un oficio tres y más veces, en las cuales la hacienda de Vuestra Majestad 
recibirá todo el valor y mas y crecerá mucho, por el aumento que habrá en el valor de los oficios respecto de 
poderlos renunciar todas las veces que quisieran” Ibid., f. 2 front. The king accepted the policies proposed 
by the Council in AGI, Gobierno, Indiferente General, 749, 11/08/1606.
218 Ibid., f. 2 front & back.
219 Ibid., f. 1 front & back.
220 AGI, Gobierno, Audiencia de Lima, 2, 12/11/1607.
221 AGI, Gobierno, Indiferente General, 757, 04/27/1633.
222 The Consejo authorized a myriad of sells related to justice provision in the viceroyalty of Peru, within the 
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In 1633, the Count-Duke negotiated to sell a future appointment for the offices of the 

Real Hacienda at Veracruz. The accountant and the treasurer had paid a total of 8,272.06 

pesos upfront in silver in Madrid.223 In the consulta, the Council censured these conces-

sions to individuals who lacked the appropriate technical knowledge to perform their 

duties within the treasury office. The secretaries understood these concessions as a re-

ward for the bureaucrats that had served the Empire correctly and possessed appropriate 

technical qualifications. They also noted that those who had paid to serve the offices were 

more likely to practice fraud, trying to recoup what they had paid for the appointment.224

The Council found that these operations were harmful to the interests of the Crown. 

The value of the offices, sold for 4,136.03 pesos each, was too low. The Council noted that 

the treasurer and the accountant of Veracruz received a yearly wage of 1,875 pesos each. 

The wages paid to these officers would allow them to recover the original investment 

by serving only 26 months.225 Another problem found in the sale was that bureaucrats 

were currently serving the offices. Thus, the offices were future appointments (futura 

sucesión), a practice where an individual could buy an appointment even if a bureaucrat 

occupied the office. Those that bought the future appointments received half the wage 

that corresponded to the office they had bought and, in some cases, even the entire wage. 

This mechanism enabled the Crown to collect rapidly considerable amounts of money, 

primarily if the appointments were being sold directly in Madrid.

However, by creating these offices in-wait, the treasury offices’ local expenses in 

the New World also increased. This practice targeted especially the administrative insti-

tutions of Peru. The upsurge of the expenses in officer’s wages was rather sensible in the 

southern viceroyalty during the last quarter of the century.226 The mechanism functioned 

as a form of public debt, incorporating the risks and inconveniences of the juros, but none 

of its advantages.

Despite the many problems found by the Council within these kinds of operations, 

the sales were allowed to continue. Philip IV justified the proceedings by asserting that 

the Monarchy’s current state of affairs allowed the use of strange methods, such as these, 

for the funds collected through the sales were not used for the personal service of the 

extraordinary tax package of 1629-1630. AGI, Gobierno, Indiferente General, 2690, 04/20/1630.
223 AGI, Gobierno, Indiferente General, 757, 04/27/1633, f. 1 front.
224 Ibid. f. 1 back.
225 The wages of the accountant and treasurer of Veracruz can be found in: BNE, Raros, 3080, f. 69 front.
226 See: “Graph 3.11. Administrative Expenses, by Viceroyalty. 1600-1699. Per Quinquennium, in Millions 
of Pesos de a Ocho” on page 219.
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monarch but to defend the catholic religion in Europe. The king argued a superior ne-

cessity to introduce practices within the government that would otherwise have not been 

accepted by the bureaucracy.227

The government’s policies regarding selling offices in America experienced a signif-

icant change after the declaration of the war with France in 1635. Before this epoch, the 

viceroys had managed most of the expedients. The buyers deposited the payments of the 

appointments in the Cajas Reales of the continent. After that date, an increasing propor-

tion of the negotiations to sell offices was conducted directly in Madrid and managed by 

the Consejo de Indias’ president. The money obtained from these sales was paid up-front 

directly at the Empire’s capital. Thus, the money did not enter within the Hispanic Amer-

ican treasury offices.

The government’s goal was to obtain cash directly in Madrid to cope with its liquid-

ity problems in Castile. These sales rendered necessary in-depth knowledge of the prices 

that the appointments could reach in the continent. Appraising the economic capacities of 

the different regions of the Empire in America was also needed. Fortunately for the pres-

ident, the information in the archive of the Council permitted to conduct this policy. The 

secretaries devoted part of their work to collecting and ordering the information. In turn, 

the information allowed the government to know the value of the appointments, and the 

total number of positions held by the Crown in America.228

Negotiating with the elites to sell the offices in America was not an easy task. The 

contracts with those that wanted to receive the appointments included many clauses that 

were not beneficial for the intended purpose. In many cases, the buyers wanted to defer 

the payments of a portion of the office’s cost or pay it later in an American treasury office. 

Selling the offices with those terms could render futile the policies followed by the Con-

sejo. The offices sold in 1635 show the character of these negotiations. The affair started 

227 “[El Consejo] no repite... los inconvenientes que varias veces ha dicho a Vuestra Majestad de venderse 
semejantes oficios de pluma y de cuentas, porque las superiores consideraciones y necesidades han obliga-
do a Vuestra Majestad a usar de este género de cosas. Y habiendo mandado vender oficios de esta calidad, 
aunque el Consejo tiene siempre el mismo dictamen, no tiene que replicar de nuevo, sino ejecutar siempre 
lo que Vuestra Majestad resolviere.” AGI, Gobierno, Indiferente General, 758, 12/31/1635 [1], f. 1 back. 
[Emphasis added].
228 Juan Díez de la Calle, a bureaucrat that served in the Consejo de Indias, systematized the information of 
the offices sold by the Crown in a book he titled Noticias sacras y reales de los dos Imperios de las Indias 
Occidentales. For the part of the Secretary of the New Spain: Biblioteca Nacional de España, Raros, 3080. 
For the part that synthesizes the Secretary of Peru: Biblioteca Nacional de España, Manuscritos, 3024. The 
work of the secretary has been recently analyzed in: Guillaume Gaudin, Penser et gouverner le Nouveau 
Monde au XVIIe siècle. L’empire de papier de Juan Díez de la Calle, commis du Conseil des Indes (Paris: 
L’Harmattan, 2013).
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in Spring of that year, when Philip IV ordered the count of Castrillo, to find resources to 

pay an asiento to the financier Carlo Strata. The banker had provided 32,214.87 pesos to 

the protonotario of Aragon, Jerónimo de Villanueva, to cover for “secret expenses” of the 

Monarchy.229

To solve the problem, Castrillo proposed to sell the future appointment of a general 

accountant at the Tribunal de Cuentas in Lima,230 the perpetuation of the accountant at 

the Caja Real in Lima; the protector general of the Indians in Lima; the perpetuation of 

the notary of the South Sea. The package commended to the President of the Council 

included some licenses to continue in possession of encomiendas at the New Kingdom of 

Granada.231 The Council, however, sanctioned that selling the protector general de los in-

dios in Lima, was a somewhat controversial measure, for it would have directly impacted 

the provision of justice in such a sensible area for the crown’s government:

The Council must inform Your Majesty that the expedient to sell the position of the 
protector general of the Indians of Peru should not be accepted. Selling this office 
would mean, in a particular manner, bartering with the blood and substance of the 
unfortunate Indians, whose protector oversees and defends. The Council must re-
member that the Indians pay the wages of these offices. Their wealth and tributes 
finance the offices, not the taxes of Your Majesty.232

Moreover, the Council noted that Alonso Morales Salazar, the person interested in 

acquiring the office,  had petitioned to include in the sell the privilege to use the robe 

(garnacha), that meant he would be able to nominate all his lieutenants and both of the 

lawyers that defended the Indians at the court. Introducing such innovation within this 

special court would lead to a flagrant conflict of interests.233

Finally, the Council also censured the perpetuation of the office of the accountant at 

the Caja Real in Lima. The Council noted that not even within the Castilian Real Haci-

229 Sadly, the sources do not specify the destination of the resources given to Jerónimo Villanueva, protono-
tario of Aragon. Was the money of the asiento given to Villanueva, used to finance expenses related to the 
war against France, the expedition to Curaçao against the Dutch, or to pay for the construction of El Buen 
Retiro?
230 This office had been opened by the death of Francisco López de Caravantes, the author of the Noticia 
General del Perú, but by 1635 had already been sold twice by the Council. Thus, one of the recipients 
had to wait for another position to be opened at the Tribunal. AGI, Gobierno, Indiferente General, 758, 
12/31/1635 [1], f. 2 front.
231 The captain Juan de la Peña Montoya wanted to achieve the continuation of the encomienda at Terama 
in Muso. Ibid., f. 15 front.
232 AGI, Gobierno, Indiferente General, 758, 12/31/1635 [1], f. 2 back.
233 Ibid., f. 3 back.
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enda, the king had ever invested an accountant perpetually. If the practice was unfit for 

the treasury offices in Castile, the government should also avoid it in the Indies.234 In a 

private letter addressed to Philip IV after the discussion at Council, the president accept-

ed that the objections raised against the two mechanisms were of weight. It was better to 

forgo these two expedients. However, as he deemed unlikely that the sells approved in 

the session were enough to cover the asiento due to Strata, he had already prepared some 

other potential sells:

The many problems derived from the offices’ concessions could move Your Majesty 
to consider that these operations should not occur. Nevertheless, my desire to serve 
Your Majesty in this particular affair moves me to propose two negotiations, also 
from the Indies, that could occur without the inconveniences derived from the claus-
es that are problematic regarding these particular businesses.235

The president obtained direct authorization from Philip IV to proceed with the nego-

tiations he had proposed, without any control from the Council’s secretaries. Just some 

days later, on the 19th of January, 1636, Castrillo himself signed a letter of obligation for 

Strata, with the compromise to liquidate the debt before four months after the date.236 

Mobilizing the resources from America, and finding buyers for the offices was a proce-

dure that required some time. The president ordered to transfer the money to the Genoese 

financier whenever the resources reached the Council. Castrillo realized seven payments 

to Strata between February of 1636 and January of 1637.237

The only expedient to sell an office in America, among those debated initially at the 

Council in December of 1636 that materialized, was the future succession of the general 

accountant at the Tribunal de Cuentas in Lima. However, Luis Osorio, the individual who 

had initially proposed the affair, lost the appointment to Baltazar Becerra, who offered 

more money for the operation. The latter also bought a future succession at the Caja Real 

in Lima.

Castrillo managed to sell the perpetuation of the office of the coin clipper (tallador) 

at the Potosí mint to the Jesuits.238 The President took a part of the resources to pay Strata 

234 The opinion of the secretary Lorenzo Ramirez de Prado opined that the sell was legitimate, and that the 
monetary compensation offered by Juan de Quezada -the solicitor- was enough to considerate the affair as 
valid. Ibid., f. 5 back - 6 front.
235 AGI, Gobierno, Indiferente General, 758, 12/31/1635 [2], f. 1 front.
236 AGI, Gobierno, Indiferente General, 758, 12/31/1635 [1], f. 24 front.
237 Ibid., f. 22 front - 23 back.
238 This office was bought by the Jesuit Antonio Velázquez. Ibid., f. 22 back. The office sold in the Potosí 
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from the sale of the alguacil mayor at the Consulado de Comercio of Seville. Simulta-

neously, Castrillo completed three negotiations to sell licenses to continue encomiendas 

given to the families of conquerors in the New Kingdom of Granada. Although it took 

eight months more than the letter of obligation had stipulated, the President repaid the 

debt, and the banker acquitted him.

Castrillo’s frantic activity was just the beginning of a long career that managed to 

complete many negotiations, which allowed the Crown to obtain revenue thanks to his in-

termediation. By the mid-XVIIth century, the key actor that conducted all the negotiations 

to obtain appointments in the Indies was the count. During his tenure, Castrillo occupied 

several positions of utmost importance within the government: he served as President of 

the Councils of Indies, Hacienda, Guerra, and Estado. Castrillo also served as viceroy of 

Italy in Naples.239 The count’s position within the Court in Madrid transformed him into a 

pivotal personage in the Indies’ administration, for he exhibited an outstanding ability to 

obtain money to conduct expenditure rapidly. The primary mechanism used by the count 

was negotiating to sell public offices in the Indies.

Philip IV and the Count-Duke regularly relied on Castrillo to find resources later 

employed in Europe. Under the count’s guidance, the government institutionalized the 

policy of selling offices that were not limited to the municipal frameworks, or public no-

taries. In 1655, the count calculated having spent more than 181 million pesos serving as 

President of the Consejo de Indias and at the Junta de Medios. Most of them paid soldiers’ 

wages in the context of the war against France. They also built the Palace of El Buen Re-

tiro in Madrid’s outskirts.240

The appointments negotiated during Castrillo’s tenure as President of the Consejo de 

Indias were, for the most part, related to positions within the Real Hacienda or some other 

offices that exercised justice. The Crown crossed all the red lines established by Philip 

II’s government. This change would have a significant impact on the Hispanic Empire: 

the government laid during these years, the framework for the massive sales that occurred 

mint within the package might have not participate in the scandalous frauds that were judged in 1649. See: 
Kris Lane, “Corrupción y dominación colonial: el gran fraude a la Casa de la Moneda de Potosí en 1649,” 
Boletín del Instituto de Historia Argentina y Americana Dr. Emilio Ravignani IIIera serie, no. 43 (July, 
2015): 94-130.
239 As viceroy in Naples, Castrillo was commissioned by Philip IV to buy paintings from Italian artists such 
as Rafael, Caravaggio, Lucas Jordan, etc. Most of the works of art acquired by Castrillo were sent to Ma-
drid and are now displayed at El Prado museum. Belén Bartolomé, “El conde de Castrillo y sus intereses 
artísticos,” Boletín del Museo del Prado 15 (1994): 15-28.
240 For the expenses of Castrillo at El Buen Retiro: John Huxtable Elliott and Jonathan Brown, Un Palacio 
para el Rey. El Buen Retiro y la corte de Felipe IV (Madrid: Taurus, 2002).



409

during the last quarter of the century.

Of course, these developments required both an enormous bureaucratic apparatus 

in America, and a local elite in the continent with enough economic capacity to buy the 

appointments that were negotiated at the Court in Madrid. The efforts of the secretaries 

of the Council during this epoch made it is feasible to measure the total number of offices 

that were subject to be sold, the nominal value of the appointments, and the geographic 

distribution of the bureaucratic positions.

Table 38 shows the appointments that could be sold by the Crown in America by 

1650.241 A total of 1,908 offices were subject to be sold by the government. This figure 

does not include the offices that were appointed directly by the king, nor those distributed 

by governors and viceroys. The nominal value of the offices reached 7.36 million pesos. 

The potential value of the appointments within the government’s bureaucratic apparatus 

constituted one of the most critical assets of the Crown in the whole Empire. On average, 

an appointment in Hispanic America had a cost of 3,857.89 pesos.

The data arrangement presents the distribution of the offices among the three govern-

mental areas of the Empire in America. The 3.75 million pesos of nominal value allocated 

in Peru, represented 50.95% of the total value of the offices in the New World. The value 

distributed among the 527 offices, that accounted for 27.62% of the appointments. The 

average value of an appointment in Peru was 7,116.69 pesos, well above the continent’s 

general average. New Spain took second place. The northern viceroyalty appointments 

had a nominal value of 2.42 million pesos, 33% of the total value. The difference with 

Peru is marked. The appointments subject to sell in New Spain were similar to those in 

the south: 555 office. They represent 23.09% of the total. The average value of an office in 

New Spain was 4,376.75 pesos. Above the average, but well behind the average in Peru. 

In Central America and the Caribbean, the offices had a nominal value of 1.18 million 

pesos, 16.05% of the total. The area governed by the Audiencias Pretoriales, possessed 

826 appointments, 43.29% of the offices in the continent. The average paid for an ap-

pointment in the area was 1,430.11 pesos, well below the average.

Table 5.2 also displays the distribution of the institutional frameworks that supported 

the offices. The destination of most of the appointments was the Ayuntamientos. They 

accumulated 1,569 offices, more than two-thirds of the total, 82.23%, and a nominal val-

241 A previous version of this table has been published in: Herbert Klein and Sergio Tonatiuh Serrano 
Hernández, “Was there a 17th century crisis in Spanish America?,” Revista de Historia Económica XXX-
VII, no. 1 (March, 2019): 72.
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ue of 4.65 million pesos, 63.28%. These were positions allocated in 197 municipalities, 

distributed across the entire continent and the Philippines.

The offices sold within the Ayuntamientos were appointments of regidores within 

the Cabildos, alguaciles, escribanos públicos, alférez reales, sargentos mayores, porte-

Table 5.2 Nominal Value of the Offices Sold by the Real Hacienda in Hispanic 
America in 1650, by Government

Government Institution Offices Value*

Caja Real 9 184,500.00
Real Audiencia 80 722,686.98
Ayuntamiento 418 2,496,354.70
Tribunal de Cuentas 1 4,868.75
Casa de Moneda 7 175,138.28
Corregimiento 8 41,581.69
Virreinato 1 56,553.31
Juzgado de Bienes de Difuntos 2 64,812.50
Juzgado de Indios 1 4,000.00
Sub-total 527 3,750,496.21

Caja Real 4 22,100.00
Alcaldía Mayor 46 78,153.00
Real Audiencia 71 540,835.00
Ayuntamiento 406 1,167,708.91
Casa de Moneda 6 558,000.00
Corregimiento 13 18,800.00
Gobernación 2 3,000.00
Juzgado de Bienes de Difuntos 5 36,000.00
Juzgado de Indios 1 3,500.00
Real Almacén 1 1,000.00
Sub-total 555 2,429,096.91

Caja Real 10 28,900.81
Real Audiencia 65 149,635.76
Ayuntamiento 745 994,057.67
Tribunal de Cuentas 1 2,175.74
Corregimiento 4 3,500.00
Juzgado de Bienes de Difuntos 1 3,000.00
Sub-total 826 1,181,269.98

1,908 7,360,863.09

New Spain

Total

Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; 
Biblioteca Nacional de España, Raros, 3080;  Biblioteca Nacional de España, 
Manuscritos, 2734.

*All values in Pesos de a Ocho of 272 Maravedís.

Central America and the Caribbean

Peru
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ros. The local elites in Hispanic America coveted these offices, for they were a clear sign 

of social differentiation, for they acquired the right to occupy unique places in public 

demonstrations such as the Corpus Christi processions. Acquiring these offices was also 

an excellent vehicle for personal enrichment, especially in cities that accumulated insti-

tutions of the Monarchy, such as La Plata, Lima, Quito, Bogota, Guatemala, and Mexico, 

and were the appointments reached considerable amounts of money.

The fiscal policy conducted during the first half of the XVIIth century centered on 

opening the door to these operations within the governmental institutions. The 216 offices 

sold at the eleven Reales Audiencias of the Council of the Indies, had a nominal value 

of 1.41 million pesos, 19.2% of the total. The government had sold some positions in 

the Audiencias since the previous century, such as the notaries. At the turn of the XVIth 

century, the Court in Madrid started to negotiate some other appointments that were not 

initially comprised in the cédulas by Philip II. Most notably, the appointments for the 

alguaciles de corte serving at the Audiencias reached prices that only the most wealthy in 

the continent could afford.

A special mention is due to the offices sold in the Casas de Moneda (mints) of Potosí 

and Mexico City. As they were the only authorized mints with a license to produce coins 

in Hispanic America, the offices had an elevated cost. The 13 offices had a nominal value 

of 0.73 million pesos, almost a tenth of the total. The average per appointment in these 

mints was 59,009.88 pesos. The Casa de Moneda in Mexico city was a steady source of 

fiscal revenue for the Crown, as the office of the treasurer alone had a value of a quarter 

million pesos.

Map 5.2 presents the geographical distribution of sales. The markers represent the 

sum of the nominal value of the offices per city, whereas the color and size represent the 

five groups created to simplify the information. It also shows the geographical distribu-

tion of the offices sold in the New World and the Philippines. Table 5.3 displays the data 

distribution for the five categories created with the Jenks natural breaks classification 

method presented in the map.

The first inference that can be realized by simple observation is that the Crown con-

ducted sales of offices almost everywhere on the continent. Although provinces such as 

Santiago or Concepcion possessed a small number of appointments, even those frontiers 

of the Empire had a local elite willing to pay to obtain a public administration position. 

The Crown offered appointments in a total of 283 cities in Hispanic America. The total 
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average per city is 6.74 offices, and the average value of the appointments is 26,010.12 

pesos.

As noted in the table, most of the cities belonged to the first category, represented 

within map 13 with a red pointer. In this category, the value of the appointments ranged 

between 1 and 24,375 pesos. Two hundred eight cities (73.5% of the total) fit within this 

range. The government sold 1,069 offices (56.03%) within the cities categorized here. The 

category accumulated 1.14 million pesos, which is 15.55% of the total value of the offices 

sold in the continent. The average value within the group is 5,504.34 pesos. Cities such 

as Guanajuato in New Spain, Santiago de Cali in the New Kingdom, and Chachapoyas in 

Peru were part of this group.

The second category, represented in map 16 with orange dots, ranges between 24,376 

and 87,237 pesos. Forty-four cities (15.55%) were categorized here. They grouped 303 

offices (15.08%) and a value of 0.97 million pesos (13.23%). The average of the category 

was 6.89 offices per city and an aggregated value of 22,127.79 pesos. Government seats 

that possessed Reales Audiencias such as Guadalajara, Santo Domingo, and Santiago 

were categorized here.

The third category, marked with yellow pointers, has a range between the 87,238 

and 255,513 pesos. Only 27 cities (9.54%) qualify within this division. The government 

sold 284 offices (14.88%) in these cities. The accumulated value of the offices was 1.46 

million pesos (19.87%). On average, the third category’s cities possessed 10.52 offices, 

and the nominal value per place was 54,178.18 pesos. The cities within this group con-

centrated both essential institutions of the royal government and municipalities with a 

long tradition. Bogotá, Guatemala, Quito, and Manila were categorized here. All of them 

possessed Reales Audiencias and solid Ayuntamientos.

Table 5.3. Nominal Value of the Offices Sold by the Real Hacienda in Hispanic 
America in 1650, by category in Map 5.2

Category in Map 
16 (Range)* Cities Offices Nominal 

Value*

Average 
Offices (per 

city)

Average 
Nominal Value 

(per city)*
% Cities % Offices % Nominal 

Value

1 - 24,375 208 1,069 1,144,901.78 5.14 5,504.34 73.50% 56.03% 15.55%
24,376 - 87,237 44 303 973,622.81 6.89 22,127.79 15.55% 15.88% 13.23%
87,238 - 255,513 27 284 1,462,810.76 10.52 54,178.18 9.54% 14.88% 19.87%
255,514 - 852,692 3 148 2,239,934.42 49.33 746,644.81 1.06% 7.76% 30.43%
1,539,593 1 104 1,539,593.31 104.00 1,539,593.31 0.35% 5.45% 20.92%
Total 283 1,908 7,360,863.09 6.74 26,010.12 100.00% 100.00% 100.00%
*All values in Pesos de a Ocho of 272 Maravedís.
Sources: Biblioteca del Palacio Real de Madrid, II [Manuscritos],  1632-1634; Biblioteca Nacional de España, Raros, 3080;  Biblioteca 
Nacional de España, Manuscritos, 2734.
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The fourth category is represented with light green and composed of just three cities. 

The Crown sold a total of 148 offices (7.76%). The nominal value, 2.23 million pesos, 

represents almost a third of the total. The average offices per city were 49.33, and the 

nominal value was 0.74 million pesos. The main centers of government within the His-

panic Empire in Peru: Lima, Potosí, and La Plata composed the category. These cities 

possessed a myriad of governmental institutions, traditional Ayuntamientos, and a local 

elite that had been able to accumulate wealth thanks to the economic activities conducted 

in their hinterland. The data displayed in table 39 shows that these three centers of power 

in Peru concentrated 59.72% of the total value of the appointments sold by the Crown in 

the southern viceroyalty.

The last category, represented with dark green, was composed only by Mexico City. 

Within this population, the Crown offered 104 offices (5.45%) with an imposing nominal 

value of 1.53 million pesos (20.92%). The level of centralization in the viceregal capital 

is imposing. Mexico City accumulated a wealthy Ayuntamiento, its own Consulado de 

Comercio, a playing cards’ factory, a mint, an apartado del oro. The dominance of the 

viceregal capital within New Spain was enormous: the city alone contained an outstand-

ing 63.38% of the nominal value of the offices sold in the viceroyalty.
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6. FISCAL INFORMATION, BUDGETS AND EFFICIENCY

The literature has assessed that most of the innovations introduced during the XVIIth cen-

tury to finance the policies destined to sustain the fiscal policies of the Empire were not 

sustainable in the long run.1 According to this interpretation, the fiscal packages designed 

in Madrid ultimately failed to provide the resources needed, as the money was coming 

from extraordinary means that were not sustainable in the long run.2 For the most part, 

the solutions applied during this epoch, have been judged as rather unimaginative and as-

sessed as a wasted opportunity to impose fiscal reforms that would have taken advantage 

of the relevant social changes the continent was experiencing.3

However, a careful analysis of the archival evidence shows that the Council assessed 

both the cost of defense and the fiscal packages needed to sustain them. The elaboration 

of plans for the continent’s defense was a central part of the work realized by the secre-

taries at the Council. To prepare these plans, they coordinated to receive the insight of 

personnel that possessed the appropriate qualifications. Field Marshals of the Army and 

Admirals of the Navy that conformed the Consejo de Guerra assisted to the Junta de 

1 “El más emprendedor de estos ministros en la coordinación de las políticas reales, tanto de España como 
de las Indias, fue el Conde Duque de Olivares. Durante su mandato, entre 1621 y 1643, Olivares logró 
asumir el puesto clave de gran canciller del Consejo de Indias y colocar sus aliados políticos en otros 
importantes cargos conciliares. Cuando era necesario, él incluso se las arreglaba para evadir los consejos 
creando juntas especiales ad hoc. Durante su mandato, los miembros de estos consejos lograron alcanzar 
acuerdos sustanciales en al menos una cuestión importante: se debía extraer más dinero de las Indias. Los 
consejeros aún discrepaban en ocasiones en torno a las mejores políticas específicas con que alcanzar esta 
meta, pero todos reconocían la necesidad de elevar los impuestos en el imperio y de poner coto a la corrup-
ción y la ineficiencia burocráticas. Durante la primera mitad del siglo, los consejeros diseñaron una serie de 
nuevos impuestos para el imperio de ultramar; cuando estos fracasaron dependieron de una extensa visita 
general (gira de inspección) para así recuperar el control de los recursos del virreinato del Perú.” Kenneth J. 
Andrien, Crisis y decadencia. El virreinato del Perú en el siglo XVII (Lima: Banco Central de Reserva del 
Perú, Instituto de Estudios Peruanos, 2011), 111 [Emphasis added].
2 “Este período se insertó en un proceso de larga duración de pérdida de la capacidad de la Real Hacienda 
de mantener sus ingresos en las Indias. La presión ejercida desde Madrid y trasmitida por sus represen-
tantes locales, resultó efectiva en el corto plazo, sobre todo en el centro mismo del poder virreinal. Con el 
correr de los años, no sólo se produjo un descenso muy acusado de la fiscalidad de los distritos mineros, 
sino también una pérdida de efectividad de las cargas y los mecanismos introducidos durante el virreinato 
del conde de Chinchón.” Arrigo Amadori, Negociando la obediencia. Gestión y reforma de los virreinatos 
americanos en tiempos del conde-duque de Olivares. (1621-1643) (Sevilla: CSIC, Universidad de Sevilla, 
Diputación de Sevilla, 2013), 348.
3 “La presión fiscal desplegada durante el valimiento del conde-duque respecto del virreinato del Perú tuvo 
una expresión normativa que alcanzó a los principales aspectos de la actividad económica. Concretamente, 
entre 1621 y 1642 se buscó implementar un conjunto heterogéneo de medidas para incrementar los ingresos 
de la Caja de Lima y las remesas reales de plata con destino a Castilla. Salvo alguna que otra excepción, por 
lo general se trató de recetas carentes de originalidad; lo más habitual fue el recurso a medidas fiscales que 
ya habían sido propuestas al Consejo de Indias en años anteriores y, por lo tanto, conocidas por los conse-
jeros. También se echó mano de soluciones previamente ensayadas, se intensificaron varias de las cargas ya 
existentes e, incluso, se reprodujeron algunos mecanismos recaudatorios aplicados de Castilla.” Ibid., 235.
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Guerra de Indias. Secretaries from the Consejo de Estado and the Consejo de Hacienda 

de Castilla also coordinated to provide feedback regarding the costs of the military infra-

structure and the situation of the finances in Castile.

The information collected across the entire continent by the bureaucratic apparatus 

of the Empire played a unique role. The ledgers of the Council’s archive provided insight 

into the fiscal revenue available in the continent, the conditions of the expenses, and the 

settlers’ capacity to contribute. The secretaries used the data to design plans and convert-

ed them into active fiscal policy.4

Once the plans had been debated and approved by the Consejo de Indias, the actual 

problem was finding revenue sources adequate to ramp up tax collection over a long time, 

so that the Real Hacienda could use the new resources to defend the Empire. The sources 

of revenue needed had to possess specific characteristics that were not easy to find. They 

had to be able to sustain the collection over long periods, permitting the plans to be ap-

plied and sustained over the years. Another main restriction found in America was that 

the increases over fiscal revenue linked to the policies to defend the Empire could not 

proceed from public debt.5

Within the debates, there was a clear distinction between the measures intended to 

provide a sustained fiscal revenue over long periods, and those whose goal was increasing 

tax recollection for specific conjunctures. The tax packages the Council designed for the 

first case, intended to sustain policies that needed rents every year, and whose introduc-

tion in the fiscal system was, on the fact, permanent. The second case was different. The 

Council designed plans intended to increase the revenue of the Real Hacienda as rapidly 

as possible. These mechanisms did not endure over time, because they meant to solve 

particular problems, such as building ships to defend the continent or pay the dowry of a 

princess. They should not be confused.6

Whether the Crown’s fiscal policies had the impact desired by the government is a 

final subject to assess. The literature has encountered that the fiscal policy was a sound 

failure, which showed the public finance system’s inefficiency.7 It would be absurd to 

4 For an assessment on the work realized by the secretaries at the Council during the XVIIth century: Guil-
laume Gaudin, Penser et gouverner le Nouveau Monde au XVIIe siècle. L’empire de papier de Juan Díez 
de la Calle, commis du Conseil des Indes (Paris: L’Harmattan, 2013).
5 The government restricted carefully the creation of public debt in Hispanic America. See: “2.2.4 Extraor-
dinary income” on page 115.
6 Andrien, Crisis y decadencia..., 194-201.
7 “Repeated reports, visits of envoys from Madrid, and the reiteration of royal orders can all be taken as 
a measure of the system’s inefficiency.” Regina Grafe and Alejandra Irigoin, “The Spanish empire and its 
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deny that the plans and the budgets designed by the policymakers encountered count-

less obstacles in their application. The scholars have singled out the lack of ‘modern’ 

bureaucracy in the continent as the critical factor behind the problems experienced by 

the reforms.8 The Crown seldom obtained the results it had expected when designing its 

plans and budgets. As a result, the Council and the viceroys often complained about the 

‘debts’ incurred by the Real Hacienda and other administrations, for they did not manage 

to provide the resources accorded by the budgets and the negotiations with the local elite. 

The literature has focused on these sources to demonstrate the failure of the Crown’s 

policies in America. However, the research has not considered the impact of the reforms 

over the actual fiscal revenue. That the Crown had not reached its intended objectives is 

a pristine example of a botched fiscal policy due to a “marked disproportion between the 

desired fiscal revenue and the actual tax collection.”9 The grandeur of the plans clashed 

with an array of inadequacies in the bureaucratic structure and the technology to tax avail-

able during the early modern era.

6.1 Assessing the costs of maritime defense

The provision of military defense to the territories conquered by the Hispanic Monarchy 

was a characteristic embedded at the same core of the Hispanic Empire. Chapter four 

demonstrated the Hispanic American Real Hacienda destined most of its revenue to fi-

nance the defense of the continent. The innovations in the public finances experienced 

throughout the XVIIth century had the objective to funnel resources into the Empire’s 

military. Defending the Hispanic Empire meant controlling the lines of communication 

between Europe, America, and Asia. During the early modern era, this implied to build 

a navy capable enough to protect the trade that developed across the Atlantic and the Pa-

legacy: fiscal redistribution and political conflict in colonial and post-colonial Spanish America,” Journal 
of Global History I, no. 2 (July, 2006): 248.
8 “En suma, los intentos de la Corona por revertir la crisis fiscal requerían de una burocracia más fuerte, 
más centralizada y leal, capaz de cambiar la distribución de los recursos económicos dentro del imperio.” 
Andrien, Crisis y decadencia..., 108.
9 This is a common occurrence even in contemporary economies, which have at their disposition tools and 
technology that were unimaginable during the early modern era: “Se puede decir en una consideración bur-
da y muy general del problema que en los «undeveloped countries» la imposibilidad, a corto o largo plazo, 
de financiar fiscalmente los gastos públicos considerados oportunos o necesarios se debe, en caso de duda, 
en menos medida a las deficiencias y defectos del sistema fiscal, de la Administración tributaria, etcétera, 
y en mayor medida, por el contrario, a una desproporción objetiva entre los ingresos fiscales deseados 
y los realmente alcanzables (que son bajos precisamente por el insuficiente grado de desarrollo).” Fritz 
Neumark, Principios de la imposición (Madrid: Ministerio de Economía y Hacienda, Instituto de Estudios 
Fiscales, 1994), 61 [Emphasis added].
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cific oceans. As the century evolved, the competition for global hegemony intensified in 

the Atlantic, and the strategy of offensive war in Europe decayed. The Crown shifted its 

goals to the management of the fortresses in the Caribbean, the Philippines, and Chile. 

Holding the territories became increasingly crucial to defend the interests of the Empire 

in the New World.

Both naval prowess and military infrastructure were a costly endeavor that required 

capital investment and technological know-how that only the public exchequers of the 

early modern world were able to support. The literature has identified the ever-increas-

ing costs of war as an essential causality for the emergence of the fiscal state during the 

modern era. Developing a fiscal policy was closely linked to the capacity of assessing the 

resources needed to create or maintain the military, and allocate the revenue needed to 

build ships, fortress, and pay the wages of the soldiers. The Crown sought to increase tax 

recollection so that new fiscal resources could arrive in zones of the Empire that needed 

to cope with an ever-expanding military budget, without neglecting the responsibilities 

acquired locally. It is no surprise that the main category of the expenses within the royal 

exchequer of Hispanic America was the military.10

The New World’s military institutions were in charge of securing three main ob-

jectives: first of all, defending the Hispanic American mainland from the incursion of 

English, Dutch and French privateers in the Caribbean. During the XVIIth century, this 

ocean became another theater of the Thirty Years’ War. Secondly, fighting the expansion 

of the Muslim Sultanates and competing European Empires in the Philippines. Thirdly, 

the military defenses prevented other powers to get a hold of the Pacific Ocean by barring 

passage through the Strait of Magellan. The defensive system had the secondary finality 

to provide security against threats deemed internal, such as stopping the incursions of the 

Chichimecas and other Indian tribes in northern New Spain, and neutralizing the Mapu-

che in the Arauco region.11

Another characteristic of this defensive system was that the government allocated 

the military allocated in the three main zones that served as contention for the external 

menaces. However, the mainland of the Hispanic Empire in America, the districts of the 

Audiencias of Lima and Mexico, possessed less military presence. This development in-

10 This pattern of expenditure was the same in all the European monarchies of the epoch. Martin Körner, 
“Expenditure,” in Economic Systems and State Finance, Ed. Richard Bonney (Midsomer-Norton, Bath: 
Clarendon Press, 1995), 393-422.
11 Before Drake’s campaigns in the Caribbean and the Pacific, these internal threats were considered the 
main priorities of the New World’s military expenses.
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deed emulated what happened in Europe, where the Crown allocated most of the military 

outside of Castile.

Pursuing such an ambitious geopolitical agenda came with an equally hefty cost: 

the presidios housed a regular military force of 11,263 soldiers whose salaries consumed 

almost 1.5 million pesos per year; the naval fleets employed over 1,500 men serving as 

sailors and marines, with a cost of almost half a million pesos each year. Hence, out of the 

7 million pesos in which the total income of the Hispanic American Real Hacienda can be 

esteemed during the mid-XVIIth century, at least 1.95 million pesos, almost a third of the 

budget for the year 1650, was used to pay for military expenses.

The magnitude of the resources required to sustain the continent’s defenses created 

innumerable challenges for the Real Hacienda. Its general institutional design dictated 

to liquidate any expenses within the provincial treasury offices with local funds. After 

clearing the expenses, the surplus would be shipped to the main treasury office and finally 

sent to Castile. The accelerated development of the defensive system during the last years 

of the XVIth century rendered this proceeding obsolete: the provinces where the Crown 

had to build forts did not usually possess enough local fiscal revenue to sustain them. 

The problem was, unsurprisingly, that the resources were limited, and the Crown had to 

make many compromises. In a letter directed to Philip IV during summer of 1642, Juan 

de Palafox, then viceroy of New Spain, informed about the situation of the of the royal 

exchequer in the following terms:

It results that, if Your Majesty is assisted from here [in New Spain], the Real Hacien-
da will not pay the situados and the other debts. If we pay what we owe to the situa-
dos and other creditors, the exchequer will have no resources to aid Your Majesty. 
Moreover, if Your Majesty does not put some remedy quickly, it will be impossible to 
send money from here or help those in the Caribbean punctually.12

The decision to use fiscal revenue to provide military defense in the New World was 

not an innovation introduced during the crisis of the Hispanic Empire during the mid-

XVIIth century. It was a common practice of the government. Thirty years prior, when 

the viceroy Montesclaros debated the project of the Consulado de Comercio of Seville to 

prohibit trade between Acapulco and Manila, one of the main propositions was that the 

security of the Philippines was to be provided by fleets dispatched from Spain. The vice-

12 BPRM, II [Manuscripts], 1982, f. 20 back - 21 front.
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roy acknowledged that organizing military relief in Castile was much more comfortable 

than in New Spain. He also presented a reason that would be followed by the government 

in the Hispanic Empire throughout the XVIIth century:

Whoever possesses a Monarchy so extended, like that of Your Majesty, requires forc-
es installed to defend themselves, in each part it reaches. If Your Majesty sends relief 
from the ports of the kingdom of Castile, the Philippines’ security would depend 
upon a costly and perilous relief. 13

By 1650, the Consejo de Indias was responsible for managing and financing five 

naval fleets. The most important and recognized of these was the Indies’ Fleet, officially 

known as Armada de la Guarda de los Galeones de Tierra Firme y Nueva España, but 

colloquially referred to as Los Galeones (the Galleons). Seville served as the base for this 

fleet. The avería and the almojarifazgo paid by the merchandise imported to and from 

America funded its operation. As the money that paid the Galleons did not originate from 

the Cajas Reales in the New World, the dissertation will not assess the policies followed 

by the government to maintain its operations. Suffice here to note that its importance in 

the development of the modern world has converted it into one of the most well-known 

maritime fleets in history.14

The South Sea Fleet, styled Armada Real de la Mar del Sur,15 was among the best 

navy fleets serving under the Castilian banner in America. Based at the port of El Callao 

in the Pacific, its primary goal was to secure the transport to Panama of the fiscal bullion 

that the Real Hacienda had concentrated in Lima. When the South Sea fleet navigated to 

and from the Panama Strait, a myriad of commercial vessels attached to it, so that they 

could travel securely through the coasts of South America, and transport the European 

goods that were traded at the Portobelo fair.

The government created the South Sea Fleet immediately after Drake’s campaign 

13 BNE, Manuscritos, 8990, f. 79 front.
14 The volumes written by Chaunu account for the history of the fleet: Pierre Chaunu, Seville et l’Atlantique 
(1504-1650). Structures et conjoncture de l’Atlantique espagnol et hispano-américain (1504-1650) (Paris: 
Institut des Hautes Études de l’Amérique Latine, 1959). For the Carrera de Indias: Fernando Serrano Man-
gas, Armadas y flotas de la plata (1620-1648) (Madrid: Banco de España, 1989). Lately, the Armada de 
la Guarda... has been analyzed by S. Rodríguez Lorenzo in a series of articles that tackle different aspects, 
ranging from the social impact of the Carrera de Indias, to the financing of the ships: Sergio Manuel Rodrí-
guez Lorenzo, “Sevilla y la carrera de Indias: las compraventas de naos (1560-1622),” Anuario de Estudios 
Americanos LXXIII, no. 1 (January, 2016): 68-97. For a good overview of the naval fleets of the Monarchy: 
Magdalena De Pazzis Pi Corrales, “La Armada de los Austrias,” Estudis, no. 27 (2001): 23-52.
15 Within the Hispanic Empire, during the early modern era, the Pacific Ocean was known as the South Sea, 
whereas the Atlantic was styled the North Sea.
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in 1581. Philip II ordered to introduce the avería in the ports of Peru, to help fund the 

operation of the new vessels. The South Sea Fleet was usually well furnished, for its 

base near the viceregal capital, meant the Real Hacienda in Lima catered directly.16 The 

introduction of the Armada also propelled shipbuilding in the Pacific. It was evident that 

commissioning the new ships for the Fleet in Deusto, and then navigating them through 

the Magellan Strait, would have been costly and perilous. Instead, the Crown contracted 

the construction of the ships with private entrepreneurs in Guayaquil and Chile. Thanks 

to this development, Guayaquil would evolve into a very competent shipyard within the 

Peruvian viceroyalty.

By the beginning of the XVIIth century, the creation of a special almojarifazgo over 

the wine produced in Peru increased significantly the fiscal revenue consigned to con-

struct boats for the South Sea Fleet. In 1614, Francisco López de Caravantes, a major 

accountant at the Tribunal de Cuentas in Lima, calculated in 344,669.12 pesos the fleet’s 

yearly cost. The number included the wages and the cost of maintaining the ships.17 How-

ever, only 119,485.17 pesos were collected by the almojarifazgo in the ports of Lima, 

Arica, Arequipa, Guayaquil, Paita, Santa, Trujillo and Saña.18 Another 17,851.79 pesos 

proceeded from the avería.19 The rest of the funds proceeded from the other revenue 

sources of the royal exchequer, usually the silver quintos. Finally, the accountant also 

informed that the fleet was composed of six galleons, but only five remained operational.

The operational record of the South Sea Fleet was not precisely the best. One of the 

most notable setbacks suffered by the Fleet occurred in July 1615, when it failed to stop 

the battle-hardened Dutch fleet commanded by the admiral Joris van Spilbergen. Despite 

the truce signed with the Dutch Republic, the admiral had attacked the port of Valparaiso 

in Chile in April. Shortly after, he set sails to Lima, trying to reenact the exploits by Drake 

in 1579. The viceroy Montesclaros had ordered that three of the five galleons would 

transport His Majesty’s silver to Panama, and only two, reinforced with smaller merchant 

ships, would face the Dutch fleet. After a lengthy encounter in front of the port of Cañete 

(Cerro Azul), Spilbergen’s fleet managed to sink one of the galleons (Santa Ana) with 

most of its crew and caused severe damage to the flagship (Jesus Maria).

In the aftermath of the naval battle, the Dutch managed to lay siege at Callao. How-

16 BPRM, II [Manuscripts], 1278, f. 144 back.
17 Ibid., f. 137 back.
18 Ibid., f. 47 back.
19 Ibid., f. 125 back.
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ever, the volume of the forces allocated to defend the port, and the severe damages caused 

by the artillery to at least one of the attacking boats, showed the privateers the risks of 

attempting a head-on attack against the viceregal capital. The Dutch fleet continued to 

navigate the pacific coast and then traveled to Asia.20

In Spring of 1617, precisely when the boats commanded by van Spilbergen were 

navigating across the African shores, heading back to the Netherlands, the prince of Squi-

llace, now the viceroy of Peru, wrote to Philip III, informing him that the volume of the 

remittances to Castile realized from Peru had decreased sensibly. He had ordered the 

reconstruction of the South Sea Fleet. The expenses necessary to rebuild the galleons had 

consumed revenue that regularly shipped to Panama. The battles conducted against the 

Dutch had shown that some of the South sea Fleet’s vessels were well past their prime. 

Also, a couple of boats had origin defects that rendered them unable to serve as warships. 

The galleon that had served as flagship during the combats at Cañete, Jesús María, was 

still in use, but the government had commissioned more than 14 years prior. The other 

galleon, Nuestra Señora de las Mercedes, had been constructed in 1593. During the last 

two years, the viceroy took at least 300,000 pesos from the Real Hacienda’s ordinary rev-

enue to recondition the ships. Squillace justified the volume of the expenses by affirming 

that,

Your Majesty now possesses five galleons and a patache. The number is equal to the 
ordinary fleet that this kingdom has always had. The difference resides that, before, 
the ships were just for conceit and simulation. Whereas now, I think, Your Majesty 
has no better even in Castile, neither with finer artillery nor with an equal crew of 
sea and war... I pray that Your Majesty provides orders to conserve the Fleet in its 
current state, so that its expenses shall not continue to grow, and because it will 
serve as a deterrent, barring the enemy the crossing of the Magellan Strait. The Fleet 
will serve to prevent that; if the enemy manages to breach into this sea, it does not 
leave victorious. The last time, they achieved it with much discredit for our nation.21

The viceroy noted that protecting the Pacific was essential to maintaining the conti-

nent within the orbit of the Hispanic Empire. The Real Hacienda had to prioritize spend-

20 Whereas the Dutch fleet attacked constantly the ports of Peru, when it arrived to Acapulco in New Spain, 
the alcalde mayor and the captain of the fort, who had spent time in Flanders and spoke fluent Dutch, 
allowed Spilbergen to enter the port and gave permission to replenish its fleet’s provisions. The Dutch, in 
turn, agreed to liberate the prisoners they had taken during their campaign at Peru. New Spain did not pos-
sess a fleet with the fighting capacity of the Armada Real del Mar del Sur. Joris van Spilbergen, The East 
and West Indian Mirror, being an account of Joris Van Spilbergen’s voyage round the world (1614-1617) 
(London: The Hakluyt Society, 1906), 69-79.
21 BNE, Manuscritos, 2351, f. 325 front.
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ing the revenue to accomplish those ends over other Imperial needs, even if that meant 

using resources the exchequer reserved to send to Castile.

The introduction of the Armada de Barlovento in the Caribbean, a project that de-

bated for a long time, left a myriad of data in the archives showing the creation of an 

ambitious plan to build a naval fleet in the New World. Since the late XVIth century, the 

Caribbean had become another theater of the wars against England and the Netherlands. 

The privateers disrupted the communications with the New World, by attacking the fleets 

that transported bullion and monies to Seville. They also embarked on commercial rela-

tionships with the Hispanic settlers in America, introducing copious amounts of European 

goods at a bargain price, for they did not pay the taxes charged in Seville and the ports of 

entry. These activities were part of a new type of Imperial competition that tried to control 

commerce on a global scale.

Possessing a permanent fleet stationed in the Caribbean could deter the Dutch and 

English ships that ventured to that sea. It was a long-awaited dream of the Hispanic Em-

pire. Since the XVIth century, the Council had indicated the necessity of a permanent fleet 

based somewhere in the Barlovento Isles (Lesser Antilles), so that these ships could pre-

vent the Dutch from having permanent settlements, as well as to protect prominent sites 

of natural resources such as the salines in the Araya headland.22 The campaign conducted 

during 1604 to dislodge the Dutch from the salines in the province of Cumana, posed 

the question if the navy fleet organized for that effect should have remained in Hispanic 

American waters permanently. However, the Crown finally decided to use these galleons 

in the other fleets already in existence in Europe. The typical method of coordinating the 

Mar Océano Fleet and both detachments of the Indies’ Fleet to protect the commercial 

traffic was deemed sufficient to protect trade with America.

The Council elevated a new consulta to Philip III in September of 1609, asking for 

permission to organize the naval fleet to protect the Lesser Antilles. However, before the 

truce with the Dutch Republic, the attacks on the fleets in the Atlantic had decreased sig-

nificantly. Also, the government, under the Duke of Lerma, tried to control its expenditure 

in the Indies. The government wanted to finance the royal exchequer in Castile with funds 

originated in the New World, and the fleet would consume precious resources. The Coun-

cil postponed the plan indefinitely.23

22 AGI, Gobierno, Indiferente General, 746, 01/16/1601.
23 AGI, Gobierno, Indiferente General, 1867, 09/07/1609.
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The status quo changed with the continuation of the conflict against the Seventeen 

Provinces in 1621. The decision taken by Philip IV and his prime minister Olivares im-

plied enforcing a commercial competition policy, which had a strong component of naval 

warfare.24 Perhaps the first order sent by Philip IV to America, issued in April the 2nd of 

1621, just two days after the accession to the throne, prompted the viceroy in Mexico city 

to find a yearly rent of 413,602.94 pesos to maintain the twenty galleons that were being 

built in Ostend to serve in the Indies Fleet.25 Some years later, the Crown incorporated the 

contribution to the Unión de las Armas. In America, the Union ended up assimilating all 

the projects to bolster the size and the power of the Hispanic navy fleets in the Atlantic.

Many voices coming from America, noted that controlling the seas was the key to 

maintaining the Hispanic as the leading global power. The activity of the Dutch in the 

Caribbean challenged the Hispanic dominance over the zone directly, and the increasing 

navigations they operated in there showed that they were conscious of the damage they 

caused to the morale of the soldiers serving under the Hispanic banners, and to the financ-

es of the Crown of Castile. The situation worsened by the lack of firm policy regarding 

the defense of the Caribbean. In 1625, after the Dutch attack over Puerto Rico, the procu-

rador general of the city of Santo Domingo, Luis Garavito, wrote to Philip IV, assessing 

the situation in the Caribbean:

The affairs’ determination remains suspended, and the orders are given halfheart-
edly, with no strength. On the contrary, resolute orders provide reputation, time, 
and life to the actions, causing fear to the enemy. The latter, seeing that its contrary 
falters and doubts, becomes audacious, and with plenty of reason, for it deducts it is 
now his turn. Thus, as they find little or no opposition on the sea, they have gained 
such an ascendancy that they are dreaded everywhere. We act with such cravenness 
that by seeing one of their ships, notwithstanding how small it might be, even two or 
three of our boats flee from them. With this situation, they have increased their mo-
rale and gained unthinkable enterprises against this Monarchy... everything is even 
more grievous when we can assess that the cause is not their valor or our lack of it, 
but our neglectfulness. We are unnerved by their successes, which originated more 
thanks to their excellent skills, than to their actual power.26

24 “Alternativamente, se asentaba la idea de que la nueva fase del conflicto habría de que la nueva fase del 
conflicto habría de privilegiar el espacio marítimo, imponiéndose la guerra marítimo-comercial como la 
principal arma ofensiva, reorientación por la que Olivares apostaba decididamente. Dada la formidable 
expansión global llevada a cabo por el comercio holandés en los últimos tiempos, la guerra, tal y como se 
ha escrito, se presentaba como un auténtico conflicto de imperios, una lucha global por el dominio del co-
mercio mundial que implicaba a los espacios asiático y americano.” Pablo Fernández Albaladejo, Historia 
de España. La Crisis de La Monarquía (Barcelona: Crítica, Marcial Pons, 2009), 93-94.
25 AGI, Gobierno, Indiferente General, 2690, 04/02/1621.
26 BNE, Manuscritos, 1082, f. 8 back - 9 front. The propositions realized by Garavito regarding the admin-
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In a very detailed paper, Garavito proposed a navy fleet for the Caribbean. He justi-

fied the naval fleet with a general plan and the assessment of the fleet’s costs.  The Armada 

would be composed in total by 20 galleons, four pataches, and four frigates. Also, six ur-

cas should help the fleet. The procurador proposed an Armada de Barlovento composed 

of two squads divided between the coast of Tierra Firme and the Antilles. Building the 

entire fleet would have a cost of 824,448.53 pesos, of which 143,382.35 pesos would pay 

248 artillery pieces of bronze and cast iron. The yearly cost for the entire Armada would 

be at least 772,058.82 pesos.

The appeals by Garavito had some impact at the Court.27 On the 3rd of May, 1627, the 

Council sent a letter to the governor Gabriel Chavez Osorio in Santo Domingo, ordering 

him to use some of the revenue within the Cajas Reales to finance the creation of a small 

squad that could protect the Lesser Antilles permanently. However, the cédula created 

only a small fleet (armadilla) composed of four pataches and two frigates.28 Very far from 

the grandiose fleet that had been proposed by the procurador general of Santo Domingo. 

The Council’s order committed royal revenue in Puerto Rico, La Havana, Cumaná, Ven-

ezuela, Florida, Margarita, and Jamaica to maintain the small fleet.

The measures ordered to collect the funds to build the boats proved utterly insuf-

ficient. By 1635, Juan de Palafox pondered that the Real Hacienda had collected only 

16,544.12 pesos in Venezuela to provide the fleet.29 Santo Domingo had petitioned the 

Council to be relieved of the squad’s contribution, as the government had failed to build 

any ships.30 The governor of the Isle had used a good part of the revenue coming from the 

Caja Real to reinforce the artillery and the ramparts of the port. He had deemed as more 

important to secure the population of Santo Domingo by land than paying for the new 

boats.31

Despite the requests, the Council postponed creating an outright fleet to protect the 

Caribbean, for the resources coming from the Indies, were being devoted to overhauling 

istration of the Armada de Barlovento are also contained in: AGI, Gobierno, Indiferente General, 2535.
27 The copy of Garavito’s manuscript that can be found at the National Library in Madrid, presents many 
comments on the sides that might have been realized by the Count-Duke himself -attending the original 
sources of the books-, or by the president of the Consejo de Indias.
28 AGI, Gobierno, Indiferente General, 2690, 05/04/1635, f. 1 front & back.
29 AGI, Gobierno, Indiferente General, 2536, 03/29/1635 [2], f. 6 front.
30 AGI, Gobierno, Indiferente General, 1870, 09/18/1629.
31 AGI, Gobierno, Audiencia de Santo Domingo, 27, 03/03/1629. This document was transcribed in: Gena-
ro Rodríguez Morel, Documentos para el estudio de la historia colonial de Santo Domingo (1651-1680) 
(Santo Domingo: Archivo General de la Nación, 2018), 138.
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the existing fleets in the Atlantic. The efforts centered on the renewal of the galleons used 

in the Indies’ Fleet, the Mar Océano Fleet, and Flanders’ Fleet. The idea was that the com-

bined power of these fleets permitted to block the passage of the Dutch and English fleets 

that sailed towards America. Also, the government considered that using the remittances 

from the Indies to increase the naval power in Europe, was not only more effective but 

also cheaper than maintaining a naval force in that part of the Caribbean.

In Autumn of 1628, the Hispanic Empire suffered a significant setback at Matanzas 

Bay, in Cuba. The WIC fleet commanded by Piet Hein took the entire cargo of the Indies’ 

Fleet with little violence and small effort. The Spanish fleet had left Havana with a mini-

mal military escort. The viceroy of New Spain, the marquis of Cerralbo, commented that 

the government had to establish the long-time postponed Armada de Barlovento (Wind-

ward Fleet) to prevent a similar disaster. The viceroy argued that the resources approved 

recently for the Union, combined with the Crusade Bull’s annual promulgation, would be 

enough to create the new naval fleet.32

Within the Council, since January of 1629, the secretary Pedro Vivanco rapidly start-

ed to work with the plans to reinforce the Indies Fleet. He finished proposing to recon-

struct it with 44 galleons, four pataches, and six galleys. This buildup would have a total 

cost of 2.07 million pesos. The secretary intended to find the resources necessary with 

an extraordinary tax package.33 However, the negotiations for the Unión de las Armas 

suspended the discussions regarding the Armada de Barlovento. The Council focused on 

obtaining the cooperation of the viceroyalties in America. The delays in the implementa-

tion of the Union caused a deterioration of the situation in the Caribbean.

In July of 1634, a Dutch fleet disembarked and captured Curaçao. Almost immedi-

ately, the governors of the Antilles sent a letter to Philip IV asking for weapons and mu-

nition to face off the enemy, for the armories of the zone were almost empty. Moreover, 

intelligence arriving from Amsterdam warned about the intensification of the campaigns 

from the WIC in the Caribbean. The Company deemed that attacking the fleets of the 

Hispanic Empire was more profitable than managing entrepôts such as those created in 

Pernambuco.34

Seeing how the affairs evolved, in 1635, the fiscal at the Consejo de Indias, and also 

a member of the Consejo de Guerra, Juan de Palafox, started lobbying for the creation 

32 AGI, Gobierno, Audiencia de México, 30, N. 14, f. 1 back.
33 AGI, Gobierno, Indiferente General, 2690, 01/20/1629.
34 AGI, Gobierno, Indiferente General, 2536, 03/29/1635 [2], f. 5 front.
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of the naval fleet in the Caribbean. The fiscal sent a letter to the president, urging for the 

establishment of the Armada de Barlovento. Palafox also used his ascendance with the 

Count-Duke to campaign for the creation of this fleet. On the 8th of March of 1635, the 

prime minister conducted a special junta in his headquarters to discuss the Armada. The 

assistants voted unanimously to impulse the Armada at the Consejo de Indias.35 When 

the resolution stagnated  again, Palafox wrote Olivares criticizing the lack of resolutions 

regarding the subject at the Council:

It is necessary to presuppose that every subject debated at the Council implies diffi-
culties, but each can be overcome and even easily conquered... There are no affairs 
without inconveniences, so the art of ruling resides on choosing the lesser evil... We 
do not normally discard great enterprises because they would entail hardships. In-
stead, we do not even start them because they seem too challenging to undertake.36

The opinion expressed here by Palafox, and the lines written by Garvito in 1625, 

denote the increasing complexity of governing the New World. By this epoch, when the 

Consejo de Indias ordered something, it had to choose between the lesser of two evils. 

Solving a problem could create twenty other complications worse than the one it intended 

to address, and perhaps the Armada de Barlovento is a good case of such a development. 

The Council knew very well that the remedies they chose could worsen the illness, and 

this intricacy bolstered governmental paralysis. Palafox’s campaign provided results. On 

the 29th of March of 1635, Castrillo finally elevated the consulta to Philip IV, with the 

recommendation to create the new fleet.37 On his turn, the king approved the creation of 

the Armada de Barlovento in the 27th of April.38 The government promulgated the royal 

order that with the conditions for the new fleet on the 4th of May.39

Then, on the 31st of July of 1635, the Junta de Guerra de las Indias voted the general 

plan to institute the Armada.40 Carlos de Ibarra, admiral of the Indies’ Fleet and the mar-

quis of Cadereita, recently appointed viceroy of New Spain, elaborated the budget before 

departing to the New World. They proposed to build a Fleet with a displacement tonnage 

of 4,692.92 metric tonnes, and a tonnage (arqueo) that can be calculated in 7,592.5 cubic 

35 AGI, Gobierno, Indiferente General, 2536, 03/29/1635 [1].
36 AGI, Gobierno, Indiferente General, 2536, 03/29/1635 [2], f. 6 back. [Emphasis added].
37 AGI, Gobierno, Indiferente General, 2536, 03/29/1635 [1].
38 AGI, Gobierno, Indiferente General, 2536, 04/26/1635.
39 AGI, Gobierno, Indiferente General, 2690, 05/04/1635.
40 AGI, Gobierno, Indiferente General, 2536, 07/31/1635. Given the style of the text, it is very possible that 
the final version, conserved at the Archivo General de Indias, was elaborated by Juan de Palafox himself.
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meters.41 As shown in table 6.1, the Armada would be composed of ten galleons, two pa-

taches, and two tartanas.

The budget presented in 1635 did not provide an estimate for the cost of building 

the ships. However,  it is evident that both Ibarra and Cadereita, who had served at the 

marine, were acquainted with the very detailed plan elaborated by Luis Garavito. They 

used the part of the Barlovento Fleet, discarded the Guards of the Tierra Firme, and actu-

alized the tonnage of the galleons, Garavito had esteemed a fleet with a displacement of 

3,588.7 metric tonnes would suffice. According to this plan, building the galleons in the 

New World would have a cost estimated at 68.93 pesos per Castilian tonne.42 The general 

plan of 1635 esteemed the cost in more than 165.44 pesos. In a posterior special junta 

headed by the Count-Duke, the participants agreed to establish the cost in 72.69 pesos 

per tonne.43 Thus, building the ships for the Armada de Barlovento could be calculated in 

365,619 pesos.

41 The plan proposed a fleet with a displacement of 5,000 castilian tonnes. One castilian tonne had 20 quin-
tales, thus, 920.18 kilograms. To provide a point of comparison, a modern battleship of the Spanish Army, 
such as the frigate F-100 (Class Álvaro de Bazán), has a displacement of 5,800 metric tonnes. Theoretically, 
this single contemporary ship possesses more tonnage than the 12 ships projected for the Armada de Bar-
lovento. Armada Española, Fragatas Clase ‘Álvaro de Bazán’ (F-100) http://www.armada.mde.es/Arm-
adaPortal/page/Portal/ArmadaEspannola/buquessuperficie/prefLang-es/04Fragatas-F100-F80--01fragatas-
clase-alvaro-de-baza-f-100 [Last consulted: 02/10/2020].
42 BNE, Manuscritos, 1082, f. 38 back.
43 AGI, Gobierno, Indiferente General, 2536, 08/21/1635, f. 2 front.

Table 6.1. Budget for the Galleons of the Armada de Barlovento, 1635

n Castilian 
Tonnes

Total 
(Castilian)

Metric 
Tonnes

Total 
(Metric)

Cost (Pesos 
de a Ocho)

2 600 1,200 552.11 1,104.22 86,028.00
4 500 2,000 460.09 1,840.36 143,380.00
2 400 800 368.07 736.14 57,352.00
2 300 600 276.05 552.11 43,014.00

2 250 500 230.05 460.09 35,845.00

2 N/S N/S N/S N/S N/S
Sub-Total 14 5,100 4,692.92 365,619.00

Bronze 62 56,525.74
Cast Iron 62 15,165.44
Sub-Total 124 71,691.18

437,310.18
Sources: AGI, Gobierno, Indiferente General, 2536, 07/31/1635;  AGI, Gobierno, Indiferente General, 2536, 08/21/1635; 
BNE, Manuscritos, 1802, f. 38 front & back.

Boats

Total

Galleon

Patache

Tartana

Artillery
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Moreover, at least 124 pieces of artillery were needed to furnish the new galleons. 

Garavito had esteemed a cost of 71,691.18 pesos. However, the plan actualized for 1635 

noted that if the government elaborated the pieces in the Philippines, the cost would be 

lower, for the royal foundry in Manila provided excellent bronze pieces at lower costs 

than those found at foundries of Santander.44 The Real Hacienda in the Caribbean, Tierra 

Firme, and New Spain would have to find at least 437,310.18 pesos to construct the entire 

fleet.

Table 6.2 presents the projected yearly cost of the Armada de Barlovento. A military 

force composed of 2,309 soldiers and sailors would handle the fleet. The table also dis-

plays a breakdown of the positions needed by the Armada. The wages of this fleet would 

have a cost of 329,611.92 pesos. On top of this, the boats’ supplies and upkeep would 

44 AGI, Gobierno, Indiferente General, 2536, 07/31/1635, f. 1 back.

Table 6.2. Projected yearly cost of the Armada de Barlovento, 1635

n Yearly 
Wage*

Yearly 
Cost*

Almirante 1 4,136.03 4,136.03
General** 1 3,750.00 3,750.00
Capitán 13 992.65 12,904.45
Alférez 13 413.60 5,376.80
Capellan 13 413.60 5,376.80
Sargento 13 248.16 3,226.08
Artillero 130 198.53 25,808.90
Soldado 1,300 125.25 162,825.00
Sub-total 1,484 223,404.06

Piloto Mayor 1 689.34 689.34
Piloto 12 551.47 6,617.64
Contramaestre 12 275.74 3,308.88
Marinero 800 119.49 95,592.00
Sub-total 825 106,207.86

Food & Wine 82,720.59
Upkeep 46,875.00
Ammunition 16,544.12
Sub-total 146,139.71

2,309 475,751.63

Sources: AGI, Gobierno, Indiferente General, 2536, 07/31/1635; AGI, 
Gobierno, Indiferente General, 2536, 08/21/1635; BNE, Manuscritos, 1802, 
f. 41 back - 42 back.

Total

*All values in Pesos de a Ocho of 272 Maravedís.

Military

Sailors

Supplies

**Adjusted with the corrections by the Count-Duke of Olivares.
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have a yearly cost of 146,139.71 pesos. The Real Hacienda would have to pay 475,751.39 

pesos per year to maintain the operation of the fleet. The number does not consider the 

extraordinary expenses derived by the damages incurred by either war or accidents in 

the navigation. The admiral Carlos Ibarra esteemed that the Armada’s real operative cost 

could escalate to a maximum of 827,000 pesos per year. To start this enterprise in the 

Caribbean, the Crown needed to find at least 903,507.87 pesos during the first year. After 

the Dutch invaded Pernambuco in Brazil, the situation in the Caribbean could derivate 

in a major disaster for the Hispanic Empire. The Armada de Barlovento rapidly became 

a priority for the Crown. Time was of the essence, and the resources, truth be told, were 

not easy to come by.

Map 6.1 details the campaign plan that would be conducted by the Armada de Bar-

lovento.45 The three images presented there, show the evolution of the operations in the 

Caribbean each year since the arrival of the Indies’ Fleet to San Juan de Puerto Rico by 

the 8th of June. After crossing the Atlantic from the Canary Islands, the Fleet usually en-

tered that port to replenish its water reserves. As noted in map 14.a, the Barlovento Fleet 

would have to be ready to escort the Indies’ Fleet, once it departed from Puerto Rico. 

The Indies’ Fleet sailed away from Puerto Rico separated into two squads: the Galleons 

of Tierra Firme, destined to Cartagena and Portobelo; the Galleons of New Spain, going 

to Veracruz. The Armada de Barlovento would escort each of the detachments with half 

of its ships. With a ship of 600 Castilian tonnes, equal to the flagship, the army general 

would travel to Cartagena and Portobelo, arriving there by the end of June. Barlovento’s 

flagship, with the admiral, would travel with New Spain’s Galleons, anchoring in San 

Juan de Ulua by the 10th of June. Once in the northern viceroyalty, the admiral would 

oversee the fleet’s furnishing, both with the monetary funds that would be ready in the 

Caja Real of Veracruz and with ship biscuits coming from Puebla-Atlixco.

Map 6.1.b shows how, after some 20 days of respite in the ports, both detachments 

would travel to La Havana, arriving there by the 20th of August. The fleets would reas-

semble and receive reparations at the shipyard in the Cuban capital. Map 6.1.c presents 

the final operations of the year for the Armada de Barlovento. After a month of hiatus in 

La Havana, the Indies’ Fleet and the Barlovento Fleet would leave the bay together. They 

would travel through the Straits of Florida and head eastward. This zone was considered 

45 The operations of the Armada de Barlovento are detailed in: AGI, Gobierno, Indiferente General, 2536, 
07/31/1635 f. 2 front & back.
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the most dangerous for the fleets’ operations. The privateers regularly attacked the Indies’ 

Fleet in the Keys and the Bahamas, and thus navigating with the two fleets attached would 

provide improved security for the commercial vessels. More or less at a longitude of 60º 

from the prime meridian (seeing Trinidad to the south), the Barlovento Fleet would de-

tach from the Indies’ Fleet. The latter would cross the Atlantic, heading back to the Pen-

insula. The Armada would navigate southward to patrol the Lesser Antilles until Grenada 

and then return to its base in San Juan de Puerto Rico by mid-December, where it would 

remain until the next year on alert if notices of invasion in the Caribbean appeared.

The campaign plan for the Armada introduced a change regarding that proposed by 

Garavito: for the chagrin of the settlers in Santo Domingo, that had lobbied to obtain the 

base of the fleet for Hispaniola, the executive plan of the Consejo de Indias chose San 

Juan in Puerto Rico as the port that would host the Armada. The choice was entirely due 

to logistics. It was convenient to have the fleet anchored in the best port of the Empire 

to the East of the Major Antilles. Moreover, San Juan was also the point of entry for the 

Indies’ Fleet in the Caribbean, as it replenished water there, after crossing the Atlantic.

The Junta de Guerra also pointed out that the inhabitants of the New World would 

compose the ranks of the new fleet. Enforcing this policy marked a change of route for 

the Hispanic Empire. Moreover, in contrast to the Indies’ Fleet, which combined the mil-

itary escort with several private-owned merchant ships, the Crown intended that this fleet 

remained military exclusively and that it would not incorporate commercial ships to its 

convoys:

The most desired effect is to eradicate the avarice from the military exercise within 
this circuit. The commercial practice has passed from the merchants to the soldiers, 
with damage to Your Majesty’s service. Thus, this fleet will be composed entirely by 
the military. The Armada de Barlovento will only pursue the enemy and the occasion 
to demonstrate its bravery.46

Those acquainted with the history of the Caribbean know that this instruction was 

simply not followed. The Armada de Barlovento rapidly became a vehicle of commerce, 

both legal and illegal. It was also a vector that permitted the creation of a vibrant cultural 

space.47 The Armada, however, marked a significant change in the relationship between 

46 Ibid., f. 3 back.
47 “Las tropas regulares y veteranas, las milicias de negros y mulatos, y, en especial, la Armada de Barlo-
vento -originalmente destinada al combate contra los piratas y los enemigos del imperio-, se convierten 
en uno de los principales factores que favorecen lo que debían originalmente combatir: el contrabando, la 



434

the Crown and the settlers in the New World.  In the closing remarks of the general plan 

the Junta declared:

This Junta strongly believes that the only security of those seas consists plainly and 
simply that the new fleet does not leave the Isles of Barlovento... this is even more 
important, given the dismay it would cause to these vassals and provinces if they saw 
that Your Majesty abandons them without any security in a radius of 2,000 leagues. 
Especially after contributing so heavily to improve their security, so that they can 
navigate between the ports without fear of the privateers.48

The Junta considered that, as the inhabitants of Hispanic America contributed the 

fiscal resources that paid the new fleet, the Armada should remain in Caribbean waters. 

The reasoning also meant that, by impulsing the fleet’s creation, the Crown consciously 

renounced to export to Castile a very significant proportion of the fiscal revenue of the 

New World. There were commitments towards the Indies’ inhabitants that took prece-

dence over the acute necessity of fiscal assets in Europe.

After the Armada’s general plan was discussed and approved at the Consejo, the 

Count-Duke called for a special junta. Philip IV’s prime minister considered that the 

monetary expenses consigned in the plan were too high. He was also in profound discord 

with many of the critical policies established by the fleet’s operation. He wanted to dis-

cuss further the elements contained in the orders the government shall send to the gover-

nors and the viceroy in Mexico City.

On the 21st of August of 1635, the Count-Duke conducted a meeting in his headquar-

ters at the Alcázar Real in Madrid. Among the attendants were: the General Inquisitor 

Antonio de Sotomayor, confessor of the king; the Count-Duke himself; the marquis of 

Leganés, returning from the campaign at Alsace; the duke of Villahermosa; the marquis 

of Castrofuerte, Artillery General of the kingdom; the count of Castrillo, president of the 

Consejo de Indias; the secretaries Lorenzo Ramírez de Prado, Bartolomé Morquecho, and 

Juan de Palafox.49

corrupción, los circuitos de la prostitución, el tráfico de esclavos, los intercambios de hechicerías y sor-
tilegios y el comercio informal; pero que además enlazan en su red de imaginarios a Veracruz -puerto de 
prolongados descansos de esa Armada-, con el resto del Caribe español. La Armada contribuye también a 
integrar, a través de las levas, a soldados de diferentes partes de España con las sociedades portuarias del 
Caribe.” Antonio Armando García de León Griego, El mar de los deseos. El caribe hispano musical. His-
toria y contrapunto (México, D.F.: Siglo XXI Editores, Gobierno del Estado de Quintana Roo, 2002), 63.
48 AGI, Gobierno, Indiferente General, 2536, 07/31/1635, f. 3 back [Emphasis added].
49 AGI, Gobierno, Indiferente General, 2536, 08/21/1635. This Junta has also been studied in: Cayetana 
Álvarez de Toledo, Juan de Palafox. Obispo y virrey (Madrid: Marcial Pons, 2011), 83-84. Also, Amadori, 
Negociando..., 405.
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The most important clarification that Olivares wanted to realize over the plan was 

that the resources collected for the Unión de las Armas in America should not be used 

to create the new fleet in the Caribbean.50 He also noted that, within the general plan ap-

proved the Consejo de Indias, the cost per tonne of the fleet had been esteemed at more 

than 120 ducats, an outrageous price when only 52 ducats was the common price for the 

Armada del Mar Océano. Moreover, the Count-Duke found that the wages stipulated 

in the general plan were too high. As noted in the precedent chapter, the average wages 

paid to the soldiers in Hispanic America were, effectively, the highest in the Empire.51 He 

opined that the sailors and soldiers should be paid as members of the fleets in Castile, not 

as soldiers of the presidios in the Caribbean.

The prime minister also criticized some of the critical elements of the general plan 

for the Barlovento Fleet. He rebuked the decision of the Council to restrain its navigation 

within the Caribbean, assessing that, to quell the invasion of the Caribbean, it was more 

important the reinforcement this new fleet could provide in the Atlantic and the coasts of 

Castile. If at least a squad of the fleet crossed the Ocean, the shipyards at Santander or 

Cadiz could repair the ships at a better cost for the exchequer. According to Olivares, the 

new fleet should be based in Spain and navigate towards the Indies at the beginning of the 

year, presenting themselves in places that might have suffered an invasion.

The Count-Duke opposed sternly to building the ships in America. He opined that the 

time was too short and that, waiting for the shipyards in America to ramp up their capabil-

ities, was a waste of time. He thus proposed to find between 206,801.47 and 275,735.29 

pesos within the arks of the royal exchequer in Castile and sent them to Flanders to buy 

the galleons in Dunkirk or Ostend. Finally, Olivares censured harshly the decision of the 

Council to choose only naturals from America to serve in the fleet:

These provinces in the Indies shall remain dependent on the kingdoms of Castile. We 
should reflect if crewing the fleet with infantry chosen among the Indies population 

50 “El Conde-Duque dice que una de las cosas que siempre tendrá por más conveniente será que de la real 
hacienda de Vuestra Majestad se acuda a lo que fuere para mayor defensa y seguridad de las costas de las 
Indias, pero que el estado de las cosas no da lugar a que habiendo medios de donde suplir el gasto necesario 
para esto, se dejen de convertir en ello y se provea de lo más bien parado de lo que viene registrado de las 
Indias para Vuestra Majestad, que es de lo que procede del servicio de la Unión de las Armas, porque si 
se separase de la demás hacienda de Vuestra Majestad para el dicho efecto, vendría a faltar cantidad muy 
considerable [cantidad] para las provisiones y consignaciones de los hombres de negocios, y que así pues 
los medios que están aplicados son tan importantes, y beneficiándose como conviene, se puede esperar 
que ha de salir de ellos la cantidad necesaria para este efecto...” AGI, Gobierno, Indiferente General, 2536, 
08/21/1635, f. 3 front.
51 See: “Table 3.8. Armies of the Hispanic Empire. c.a. 1650” on page 203.
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and giving them the fleet entirely independent from those already operating here [in 
Castile] would help to that end. It is a matter of careful consideration, and in reason 
of state and good government, it should not be allowed at any time. Instead, it would 
be convenient if some Italians could go to the Indies to fill in the lack of hands con-
sidered to exist here.52

The opinion of the Count-Duke shows that he distrusted the inhabitants of the New 

World, and preferred to have a fleet manned by Castilians and reinforced with Italians. 

After all, he had been born in Rome, where he had spent part of his youth. The companies 

formed in Naples and that had participated in the combats at San Salvador de Bahia in 

1625 had already proved that they were both loyal and capable of serving in the Barloven-

to Fleet.

Although most of those present in the meeting agreed with the Count-Duke ideas, the 

rejoinder by the count of Castrillo expressed a different opinion. Without contradicting 

Olivares’ argument against the conformation of the fleet with men from the Indies direct-

ly, he also deemed that if that outcome wanted to be prevented, the sailors and soldiers 

should be found in solely in Castile, which was a difficult proposition, for Castile was 

exhaust of able hands by that point. He also pointed out that if the Barlovento fleet was to 

cross the Atlantic annually, it would end up being used as a merchant fleet and would lose 

rapidly its military status, as the Indies’ Fleet experienced it.53

The president Castrillo also declared that, at that moment, the Consejo de In-

dias lacked enough funds to finance the acquisition of 8 foreign galleons, evaluated at 

34,466.91 pesos each, as the viceroy was still deploying the policies destined to acquire 

funds to pay the fleet in the continent. The count concluded that it was materially impos-

sible to create the fleet without touching what had been sent, for the first time, as part of 

the Unión de las Armas from New Spain. Another dissonant voice regarding the ideas of 

the powerful Count-Duke was that of the duke of Villahermosa, who opined that dividing 

the new fleet between America and Europe, would weaken its capacity to confront the 

enemies in either of the two parts.

The most divergent opinion came from the youngest of the secretaries, Juan de Pala-

fox, precisely the one that had elaborated the general plan for the Armada de Barlovento, 

and presented it at the Council. He boldly opined that Castile was in no position to help 

52 AGI, Gobierno, Indiferente General, 2536, 08/21/1635, f. 2 back - 3 front.
53 “...dar apertura y permisión, será cargar los navíos al tope, y en lugar de Armada serán navíos de merchan-
ta [sic], con conocido riesgo en el tiempo presente...” Ibid., f. 6 front.
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with the affair. Thus, the government had to use the resources collected in New Spain 

as part of the Unión de las Armas to create the fleet.54 He also considered that investing 

resources in the fabrication of galleons in America would be beneficial in the long-run, as 

the fleet would be better furnished and repaired locally. The shipyards in America would 

also be capable of building new galleons to substitute those decommissioned.

Regarding the permanence of the fleet in the Caribbean, Palafox conformed with 

the majority, dividing the Armada. However, he also remarked that a squad of at least six 

boats had to be left in America. On the polemic point about the origin of the crew in the 

fleet, the secretary affirmed:

Although preventing any accident that could derive from arming the vassals of the 
Indies is a point of the utmost consideration, we can avert any mistrust by recogniz-
ing the dependency those provinces have in prizes, honor, correspondence, and other 
links that are reliant to the attention and evaluation of His Majesty. This correspon-
dence is even more important, considering how depopulated is Spain, the difficulty 
of recruiting, and the many [soldiers] needed for the wars in Europe. Moreover, 
the Italians are more foreign to those kingdoms than the His Majesty’s vassals, and 
would not be very likely to take to defend and persevere in them, especially being so 
far from their motherland and nation. Whenever there are Spaniards natural of these 
parts, they have to be preferred, and after them, the Italians.55

When the papers of the Junta reached Philip IV, the king approved the adjustments 

of the salaries in the fleet, adding that he had reduced the wage of general to 312.5 pesos 

per month. He also prompted the Consejo de Indias to use “any means, whether extraor-

dinary, although they would entitle some inconveniences, to gather the credits signaled to 

send them to Flanders to buy the galleons.”56 Philip IV also ordered the president that the 

galleons had to be ready before that year ended: “...the greatest service that I can receive 

is that you, the count of Castrillo and the Council, bring forward this affair at full sail.”57 

The modifications over the original plan designed by the Junta de Guerra de las Indias 

were minimal, despite the marked opposition of the Count-Duke, and the new fleet was 

54 The marquis of Cerralbo, viceroy of New Spain, had a similar opinion regarding the destiny of the re-
sources collected for the Unión de las Armas: “Si estas dos partidas de la Unión y la [Bula de la Santa] 
Cruzada se aplicasen a una buena Armada de las Islas de Barlovento, juzgo que será el empleo más útil que 
podría hacerse de ellas a la Monarquía de Vuestra Majestad, pues en ello se aseguraría todo lo que valen 
la Indias, que sin esto se puede hacer poco caso de ello, y se volvería por la reputación, que es la mayor 
defensa de los reinos...” AGI, Gobierno, Audiencia de México, 30, N. 14, f. 1 back.
55 Ibid., f. 9 back. [The order of the sentence has been slightly modified to provide enhanced clarity to the 
main idea].
56 Ibid., f. 2 front.
57 Ibid., f. 2 back.
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green-lighted.

6.2 Designing the fiscal packages

During the XVIIth century, the most common solution found by the government to finance 

the increases needed by the Crown to defend the continent was to increment the rates of 

the trade taxes. This policy proved to be an effective solution to creating fiscal revenue 

that was sustainable in the long run. Moreover, the linkage between trade taxes and mili-

tary protection was natural. It was rather common that taxes charged at the ports were, at 

least in part, destined to provide defense on the seas and maintain the naval infrastructure 

at the ports. The government usually consigned the proceedings of the avería and the 

almojarifazgo to the functioning of the naval fleets. However, the increasing costs of de-

fense eventually rendered insufficient the resources collected through these taxes. The in-

troduction of the alcabala, by the end of the XVIth century in Peru, served to increase the 

total resource input and channel even more resources for the defense of the New World.

Increasing the rates over these three taxes, proved to be the most effective tool at the 

hands of the government to find resources that would be channeled to pay the defense in 

America, Asia and Europe. Precisely, the century opened with the creation of an special 

almojarifazgo tax of half a peso (4 silver reales) per amphora over the wine produced 

in Peru and navigated in the Pacific. All the taxes collected at the ports were destined to 

finance directly the Armada Real del Mar del Sur.58

In the letters that were sent in 1627 to the viceroys Cerralbo and Guadalcázar, which 

ordered the creation of the Unión de las Armas, contained an attachment with a list of the 

mechanisms proposed by the council to obtain the revenue needed. Philip IV ordered the 

viceroy in Peru,

To assure the 482,536.76 pesos, that shall be remitted every year for the Union, are 
sure and secured, you shall situate them in a fixed rent within the mechanisms that 
I send you with this order... you will choose among them the ones you consider the 
most effective and favorable. You will execute the orders with the utmost gentleness, 
legitimacy, and pleasant disposition possible, tending that the Indians do not pay 
more taxes.59

58 AGI, Gobierno, Indiferente General, 748, 02/14/1602.
59 AGI, Gobierno, Indiferente General, 2690, 04/09/1627, f. 2 back. [Emphasis added]
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The orders issued in Madrid could not be clearer. The resources for the Union had to 

be extracted from increments over the means detailed in the letter, which were composed 

by ordinary rents of the Crown in America -normally trade taxes-. They were the only 

resources able to sustain an increment of the resources over long periods of time.

The secretary for the viceroyalty of Peru at the Council, Antonio González de Le-

garda, signed the attachment, which detailed the mechanisms. Table 6.3 shows the tax 

package proposed to the viceroy Guadalcázar. It contained a total of 9 mechanisms. The 

secretary proposed the creation of an special tax over the encomiendas. The second me-

dium proposed was to increase the rate of the alcabala within in 1%.60 The viceroy could 

also impose an increase of 1% over the avería. The fourth method was to increase the 

almojarifazgo rate over the wine produced in Peru another two reales. González de Le-

garda noted that at least 1 million botijas were navigated each year in that viceroyalty. 

This increment alone could reach a quarter million pesos yearly. For the case of Mexico, 

Castilian wine that entered the city could pay the tax. The production of sugar, honey, and 

cotton cloth produced in America could also pay an increased almojarifazgo rate.

The eighth idea expressed in the attached paper was to promulgate the Bull of the 

Crusade per year, as it was operated biannually in the New World. Finally, the letter ar-

60 Ibid., f. 4 back.

Table 6.3. Tax package for the Unión de las Armas. 1627

Tax Category Tax Branch Mechanism

Tributo Tributo Impuesto Especial sobre las 
Encomiendas

Trade Taxes Alcabala Incremento al Alcabala en 1%
Trade Taxes Avería Incremento al Avería en 1%

Trade Taxes Almojarifazgo Incremento al Almojarifazgo sobre el 
Vino del Perú (2 reales por Botija)

Trade Taxes Almojarifazgo Incremento al Almojarifazgo sobre el 
Vino de Castilla en Nueva España

Trade Taxes Almojarifazgo Incremento al Almojarifazgo en la 
Miel y el Azúcar

Trade Taxes Almojarifazgo Incremento al Almojarifazgo en los 
Paños de Manufactura Local

Church 
Contributions Cruzade Bull Predicación Anual de la Bula de Santa 

Cruzada

Trade Taxes Excise Sisas al Estilo de los Millones en 
Castilla

Sources: AGI, Gobierno, Indiferente General, 2690, 04/09/1627



440

gued that the introduction of excise tax over consumption goods such as meat, salt, and 

wine in the Indies would be very profitable for the royal exchequer, as the Cities of Castile 

had operated to finance the ordinary service and the millones.61

Since December of 1628, the viceroy Cerralbo in Mexico communicated to Madrid 

that elevating the percentage paid as alcabala, was the most convenient method to find 

the revenue necessary in New Spain to pay the Union.62 The rate would change from 2% 

of the total value of the merchandise to 4%. The letter sent by the Consejo proposed an 

increment of only 1% on the rate of the alcabala. However, the viceroy assessed that dou-

bling the rate would not negatively impact the commerce of the viceroyalty. Moreover, 

this modification alone would collect almost all the monetary resources necessary to pay 

for the Union. Cerralbo considered that the new rate implied no new fiscal burden for 

the Indians and the poor, as they would not contribute directly.63 Also, the Real Hacienda 

would not have to pay any administrative expenses, for the increment would only change 

the clauses of the contracts with the Ayuntamientos, or with the Consulados, that would 

want to administrate the tax. It was, thus, the most convenient manner to proceed.64

The viceroy in Mexico City increased the price of the playing cards in the viceroy-

alty to complete the revenue needed for the Union in New Spain. The viceroy also chose 

to promulgate the Crusade Bull yearly as the budget had recommended. He noted he had 

chosen to take this path because “I judge that choosing these mechanisms would convert 

the rents into perpetual revenue.”65 The other arbitrios proposed by the Council did not 

possess the characteristics necessary to impulse a regular collection of tax revenue.

Eight years later, in 1636, the viceroy Chinchón in Lima reached a similar conclu-

sion. Following the experience in New Spain and Guatemala, he also ordered increasing 

the alcabalas to 4% of the total value of the merchandise in Peru. The tax package also 

increased by 1% of the avería in the South Pacific for 2% in total. The wine of Peru would 

pay another two reales per amphora, created as an almojarifazgo. Finally, the Acuerdo de 

Hacienda that created the Union in Lima stipulated that the exemption of the alcabala in 

Chile and Panama had ceased with the introduction of the new imposition, and were to 

61 Ibid., f. 4 back - 5 front.
62 See: “5.1.1 Tax negotiation and political representation” on page 342.
63 The viceroy Cerralbo campaigned to obtain the approval of the Council to increase the alcabala rate. 
However, it is evident that increasing taxes over the circulation of goods impacted directly the prices of 
trade goods. Everyone that occurred to the market paid the increase.
64 AGI, Gobierno, Audiencia de México, 30, N. 10, f. 1 front & back.
65 AGI, Gobierno, Audiencia de México, 30, N. 14, f. back.
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pay a 4% rate as everywhere else.66 Trade taxes remained the path to thread whenever a 

continuous stream of resources was needed.

Parallel to the creation of the Unión de las Armas, the Council impulsed the creation 

of an extraordinary tax package whose goal was to cause an upsurge of America’s fiscal 

revenue. With the new resources, the Crown intended to build 44 galleons, four pataches, 

and six galeras, that would reinforce Flanders’ Fleet, so that the Dutch would not be 

able to deploy their vessels in America. The Indies’ Fleet would be reinforced as well, 

especially after the disaster of the Bay of Matanzas.67 The plan would have a cost of up 

to 2 million pesos.68 These extraordinary resources would also pay the dowry of Maria 

Ana of Austria, Philip IV’s sister, to the king of Hungary, the future emperor of the Holy 

Roman Empire, Ferdinand III. The resources would also provide some resources to pay 

asientos in Seville. They would finance the creation of a tercio in Flanders. Finally, these 

extraordinary resources would pay for other effects of the Royal House’s maintenance.69

The affair was so pressing that the 20th of January, 1629, the Count-Duke processed it 

through a special junta conducted in his quarters within the Alcázar Real in Madrid. The 

reunion counted with the assistance of Olivares himself, the secretaries of the Council 

(the current president, the count of La Puebla del Maestre was in Seville); the great chan-

cellor of the Indies, duke of Medina de las Torres; the marquises of Cadereita, Leganés 

and Santiago de Oropesa; the former viceroy of Peru, the prince of Squillace.70

In June of the same year, the Council sent a battery of orders to the viceroys in Peru 

and New Spain. The government ordered the viceroy in Mexico to start composing the 

property titles that had faulty origins, for a fee. The Council also ordered to sell some 

512.8 square kilometers of royal lands in the alcaldías mayores of Toluca, Metepec, Tex-

melucan, Cuautla-Amilpas, Atlixco, Queretaro, and the valley of San Pablo (Mitla in 

Oaxaca). The Crown also ordered to sell licenses to kill 20,000 cows. The Real Hacienda 

expected to collect at least 112,000 pesos thanks to these sales.71

66 A copy of the memorandum of the Acuerdo de Hacienda can be found in: AGI, Gobierno, Indiferente 
General, 2690, 04/19/1634, f. 3 front - 9 front. The auto promulgated by the viceroy Chinchón can be con-
sulted in: AGI, Gobierno, Indiferente General, 2690, 09/15/1638, f. 1 front - 6 back.
67 The Dutch fleet commanded by Piet Hein took the entire New Spain’s Fleet at the Bay of Matanzas in 
June of 1628. 
68 AGI, Gobierno, Indiferente General, 2690, 01/20/1629, f. 5 front.
69 AGI, Gobierno, Indiferente General, 2690, 11/10/1629
70 AGI, Gobierno, Indiferente General, 2690, 01/29/1629.
71 The royal order prompted the viceroy to sell 650 caballerías de tierra. The latter can be esteemed in 42.8 
hectares. The order included 30 sitios de ganado menor. A sitio de ganado menor can be esteemed in 780 
hectares. The consulta proposing the measure can be found in: AGI, Gobierno, Audiencia de México, 3, 89. 
The cédula is contained in: AGI, Gobierno, Indiferente General, 2690, 07/03/1629.
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In September of 1629, when Philip IV notified his intention to visit Flanders and the 

need for funds to materialize the decision. In December of that same year, a special junta 

convoked a group of theologists so that they evaluated if the Crown possessed enough 

moral and legal justification to apply each of the mechanisms in America.72 In April of 

1630, the Council presented the final list of the mechanisms for the approval of Philip IV, 

before sending the orders to Lima and Mexico City. The Count-Duke wanted to send the 

letters with envoys explicitly assigned for the matter, as it was styled within the kingdoms 

of the Empire in Europe when the Crown asked for similar services.73

The secretaries of the Consejo de Indias sternly opposed to nominating special en-

voys, as the viceroys and governors had typically overseen any policy related to taxation. 

The justice administrators in the New World could resent if a third party presented in 

their jurisdiction with a special commission to obtain extraordinary fiscal resources. As 

the Unión de las Armas was signed in Mexico City, the Council decided to commit the 

management of the extraordinary tax package to the viceroy Cerralbo. Thus, the Council 

suspended the special commission that was to be conducted by the secretary of the Coun-

cil of Hacienda, Jerónimo Canencia Díez, and the mechanism operated through the usual 

channels.74

Contrastingly, the accountant Hernando de Valencia, a gray bureaucrat of the Impe-

rial administration, was chosen to manage Peru’s measures.75 The bad blood between him 

and the viceroy Chinchón in Lima, as the Council had predicted, delayed the implemen-

tation of the extraordinary tax package. The accountant ended up in prison in Lima and 

returned rapidly to Madrid without accomplishing much in the New World.76

To elaborate the final package, Juan de Solórzano Pereira, author of the Política In-

diana, and perhaps the most talented jurist that worked in the Consejo de Indias during the 

XVIIth century presented a paper with 13 mechanisms.77 Also, Pedro de Vivanco turned in 
72 AGI, Gobierno, Indiferente General, 2690, 12/23/1629
73 AGI, Gobierno, Indiferente General, 2690, 03/08/1630. Also: AGI, Gobierno, Indiferente General, 2690, 
03/28/1631
74 AGI, Gobierno, Audiencia de México, 3, 171, f. 2 front.
75 The accountant Valencia was sent to Lima with an annual salary of 5,514.71 pesos. AGI, Gobierno, Indi-
ferente General, 2690, 05/13/1631.
76 “Habiendo Vuestra Excelencia mandado prenderme, como se hizo, y ponerme en casa del maestre de 
campo Francisco de Espejo con dos guardas y ocho pesos de salario cada día, fue a verme el señor licencia-
do Baraona Encinillas para tratar y conferir conmigo las diligencias que había hecho en el negocio que ante 
Vuestra Excelencia pende sobre mandar ejecutar y cumplir la cédula del 2 por ciento de las viñas. Y después 
de haberle dado cuenta de la diligencia que con Vuestra Excelencia tenia hecha, le representé el agravio que 
se me hacia, pidiéndole le dijese a Vuestra Excelencia de mi parte, como lo hizo.” AGI, Gobierno, Indife-
rente General, 2690, 08/08/1633, f. 1 front.
77 The arbitrios proposed by Solorzano were added to the consulta of the 20th of April, 1630. However, they 
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a memorial with a total of 7 proposals.78 Finally, the count of Puebla del Maestre, presi-

dent of the Consejo, reunited with the entirety of the secretaries so that they could freely 

propose mediums to find the resources needed to build the galleons and pay for the other 

commitments of the Council. This memorial consisted of 10 mechanisms, centered main-

ly on the offices subject to sell in America.79

Table 6.4 shows each of the 26 mechanisms that emerged during these debates. The 

table also presents the final list with the approved and rejected mechanisms by Philip 

IV and the theologists’ junta. Twenty-one arbitrios were green-lighted by the king. The 

Council proceeded to legislate so that the government in America was able to charge 

them. Most of the actions (14) were centered on extraordinary means to find new sources 

of revenue. As Solórzano Pereira proposed it, the Crown would request another donativo 

in the New World, so that the settlers could contribute directly to impulse the policies of 

the Empire. The promulgation of an order to compose the faulty land titles across all the 

territories of the Empire in America (composición de tierras) was also approved. Togeth-

er with the promulgation of a special composición to crop vines and produce wine in Peru, 

a similar measure to the former, they were the only extraordinary measures recommended 

by the papers of both secretaries.80

The Council recommended selling a rather long list of offices in America. A theolo-

gists’ junta carefully discussed the moral implications of the sales, especially in the cases 

that affected the Indians and their governmental institutions. According to the recommen-

dations realized by them, Philip IV decided to reject selling the offices of notaries in the 

Indian towns. He also discarded, at least partially, the forceful policy of capturing the 

funds contained in the Cajas de Comunidad of the Indians, as he deemed that the viceroys 

could use the savings of the communities should the occasion raised.81

The Council slated to sell other parts of the jura regalia. The government approved 

selling titles of cities to the villages, with the express permission of forming Ayunta-

mientos. The measure was an excellent opportunity for the local elites to obtain a royal 

license that allowed them to form representative organs across the continent.82 The same 

might have been discussed by the Consejo since Fall of 1629. AGI, Gobierno, Indiferente General, 2690, 
04/20/1630, f. 11 front - 14 back.
78 AGI, Gobierno, Indiferente General, 2690, 01/20/1629.
79 AGI, Gobierno, Indiferente General, 2690, 11/10/1629.
80 They also concurred on the creation of the subsidio y excusado among the members of the Church, and 
renting the administration of the petty commerce (pulperías y chicherías).
81 AGI, Gobierno, Indiferente General, 2690, 04/20/1630, f. 2 back.
82 Newly-found towns and villages in northern New Spain took advantage of the policy, and bought rapidly 
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can be said to selling titles of hidalgo among the settlers in America. The tax package 

also included four mechanisms introduced over the trade taxes of the Real Hacienda. The 

king approved the introduction of new excises over the sugar and cacao introduced in the 

the licenses to be recognized as cities and form Cabildos. For instance, the 3,000 pesos paid by San Luis Po-
tosí to become a city -without having been nominated as a village- in 1656: “Este dicho día [3 de marzo de 
1656] Miguel de Santibañez, apartador y regidor de dicha ciudad [de San Luis Potosí] y uno de los fiadores 
de ella a pagar a Su Majestad 3,000 pesos, por sus plazos, por la merced que se le concedió de tal ciudad, 
859 pesos 5 tomines 6 granos los cuales enteró por cuenta del dicho primer plazo” AGI, Contaduría, Cajas 
Reales del Reino de Perú y Buenos Aires, 1814, f. 144 front.

Table 6.4. Extraordinary tax package for Hispanic America. 1629-1630

Tax Category Tax Branch Mechanism Solorzano 
Pereira Vivanco Council Philip IV

Extraordinary Donation Donativo Gracioso x Approved
Extraordinary Donation Intervención de Cajas de Indios x Rejected
Extraordinary Licenses Composición de Tierras x x Approved
Extraordinary Licenses Composición de Viñas en Peru x x Approved
Extraordinary Licenses Prorrogación de Encomiendas x Approved
Extraordinary Debt Venta de Juros x Rejected

Extraordinary Sell of Offices Renunciación de Oficios x Approved

Extraordinary Sell of Offices Venta de Escribanías de 
Pueblos Indios x Rejected

Extraordinary Sell of Offices Venta de Provinciales de la 
Santa Hermandad x Approved

Extraordinary Sell of Offices Venta de Escribanías en 
Tribunales de Cuentas x Approved

Extraordinary Sell of Offices Venta de Alguacilazgos 
Mayores x Approved

Extraordinary Sell of Offices Venta de la Administración de 
los Censos de Lima x Approved

Extraordinary Sell of Jura 
Regalia

Venta de Mayorazgos, Títulos 
de Villas y Ciudades x Approved

Extraordinary Sell of Jura 
Regalia Venta de Hidalguías x Approved

Trade Taxes Excise Sisa del Azúcar x Approved
Trade Taxes Excise Sisa del Cacao x Approved
Trade Taxes Excise Sisa de Lanas x Approved

Trade Taxes Pulperias Arrendamiento de Pulperías y 
Chicherías x x Approved

Mining Taxes Quinto Incautación de Plata Labrada y 
Joyería sin Quintar x Approved

Mining Taxes Quinto / 
Diezmo

Exenciones fiscales para los que 
denuncien minas x Approved

Mining Taxes Gold Quinto Limitación del uso de Oro en la 
Real Hacienda Americana x Approved

R. Monopoly Salt Estanco de la Sal x Approved
R. Monopoly Pepper Estanco de la Pimienta x Approved

R. Monopoly Mercury Arrendamiento del Monopolio 
del Azogue en Huancavelica x Rejected

Tributo Tributo Reorganización de los 
Repartimientos en Peru x Rejected

Church Subsidio Subsidio y Escusado x x Approved
Sources: AGI, Gobierno, Indiferente General, 2690, 04/20/1630; AGI, Gobierno, Indiferente General, 2690, 11/10/1629.
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cities.83 The cédula included wool from the llamas and alpacas in Peru. The government 

also introduced a policy to provide a special license for the small convenience stores (pul-

perías y chicherías). This measure, testament to the importance of petty commerce in the 

New World, was recommended by both secretaries.

The package included three measures that were related to the mining taxes. Solór-

zano Pereira wanted the government to pursue those that possessed jewelry and silver 

tableware that had not paid the royal fifth and condemn them to the loss of the objects. 

Accordingly, the Real Hacienda would promulgate an amnesty for those that composed 

their situation and paid the taxes due. The secretary also opined that a cédula promising 

fiscal exemptions for those who found new silver and gold mines could promote new 

mineral discoveries. Vivanco introduced a clause intended to forbid the payments realized 

with gold in the New World’s treasury offices so that all the Real Hacienda could ship to 

Castile all the yellow metal.84

The government approved the creation of the monopolies over the salt and the pep-

per. The former was limited to New Spain, as in Peru it was introduced during the years 

before and was found to be a complete failure.85 The proceedings of the salt monopoly 

would be later incorporated to the tax package of the Armada de Barlovento. The mo-

nopoly of pepper intended to emulate the experience of Portugal, and also to promote 

the introduction of the crop in the islands of the Caribbean. Philip IV rejected to rent the 

administration of the mercury in the mines of Huancavelica.

The debates rejected as well the reorganization of the repartimientos in Peru. The 

secretary Vivanco proposed creating a special tax per capita charged to the recipients of 

the work services (one or two pesos). The theologists’ assembly declared that, if creat-

ed, the Indians themselves would end up paying the new tax. That was an outcome that 

could not be morally justified and thus had to be avoided. Finally, Philip IV accepted the 

introduction of the subsidio y escusado in the Indies, which was part of the church’s three 

concessions towards the Crown. Both secretaries recommended establishing this genre of 

83 The cacao would pay 2 pesos per carga, the sugar half a peso, the wool half a peso per arroba. AGI, 
Gobierno, Indiferente General, 2690, 11/10/1629, f. 3 back.
84 The gold produced in the New Kingdom of Granada and in New Spain was being used to pay the salaries 
of the Oficiales Reales. In San Luis Potosí, the most important in the northern viceroyalty, basically, all the 
local expenses were conducted in gold. See the deficit of gold on the remittances to Mexico city in table 4 
of: Sergio Tonatiuh Serrano Hernández, La Golosina del Oro. La producción de metales preciosos en San 
Luis Potosí y su circulación global en mercados orientales y occidentales durante el siglo XVII (San Luis 
Potosí, S.L.P.: El Colegio de San Luis, Instituto de Investigaciones Dr. José María Luis Mora, El Colegio 
de Michoacán, 2018), 222.
85 AGI, Gobierno, Indiferente General, 2690, 04/20/1630, f. 4 front.
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Real Hacienda, as the Crown possessed all the permissions to impose these contributions 

in America since the epoch of Philip II, but had not triggered the order to establish it.

The tax package presented by Solorzano Pereira was perhaps the most advanced and 

polemic of those debated in the Consejo during the epoch. The secretary proposed the 

13 mechanisms detailed in table 6.4. The king rejected three of them, most notably the 

proposal to sell public debt bonds in the New World (juros al quitar). Long-term debt was 

a measure considered, a red line that the government was still reluctant to cross in 1630.

Within the tax package designed for the Armada de Barlovento, the Council intended 

to apply a heterogeneous assortment of means to impulse the construction of the galleons 

and pay for the fleet’s upkeep. The main novelty enacted in the creation of the Armada 

was that New Spain would provide most of the resources needed. The occasion to intro-

duce this innovation seemed more than optimal, for Philip IV had recently invested the 

marquis of Cadereita viceroy of New Spain. This natural of Quito, possessed both plenty 

experience on naval warfare, and a special rapport with the settlers in the New World, 

being a Criollo himself. Thus, making him an outstanding candidate to enact the introduc-

tion of the Armada as viceroy in Mexico.

Philip IV chose Cadereita for the office with the particular instruction to create the 

Barlovento Fleet.86 The case was similar to the nomination of the viceroy Chinchón in 

Peru, who had received the order of conducting the negotiations of the Unión de las Ar-

mas. The order contained 12 mechanisms consigned by the Consejo to find the necessary 

resources to build the new ships and maintain the force in the long run. The secretary 

Lorenzo de Prado compiled and designed the list of the arbitrios given to the viceroy 

of New Spain. Table 6.5 details them. The table arranges the mechanisms in three main 

categories. The first category groups those that either modified or created trade taxes. The 

second includes those policies that introduced administrative reforms that would provide 

savings to the administration. The third group was selling royal property in the New 

World, and use the proceedings to construct the galleons.

Within the first group, the Council ordered the use of the almojarifazgo charged in 

Acapulco, introduced to construct the San Diego fort, to pay the Armada. The avería in 

Veracruz, which had a collection nearing the 30,000 pesos per year, was also redirected to 

this end. The Council had also designed a special judge that would investigate the frauds 

in the trade with the Philippines so that the almojarifazgo could increase significantly in 

86 AGI, Gobierno, Indiferente General, 2690, 05/04/1635.
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the Pacific Ocean port, and finance the Armada de Barlovento with this revenue.87

The cédula stipulated that the salines in New Spain, including the Peñol Blanco near 

Zacatecas, had to be rented to particulars, and the proceeds allocated to pay the new fleet. 

This order superseded all those previously enacted regarding the salt monopoly since 

its establishment in the viceroyalty.88 The Armada also incorporated the excise over the 

cacao. The order also stipulated that the viceroy was free to find any other similar goods 

that were similar, and whose consumers could support the excise.

Since the beginning of the XVIIth century, Mexico City had paid the works needed by 

the lagoon’s drainage by a special excise over the consumption of wine. Madrid consid-

ered that the revenue was enough to pay for the canal’s correct operation, and then use the 
87 Ibid., f. 2 front & back.
88 Ibid., f. 2 back - 3 back.

Table 6.5. Tax package for the Armada de Barlovento. 1635 & 1639

Group Tax Category Tax Branch Mechanism Lorenzo de 
Prado

Marqués de 
Cadereita

Trade Taxes Alcabala Incremento al Alcabala x
Trade Taxes Almojarifazgo Almojarifazgo de Acapulco x

Trade Taxes Almojarifazgo Almojarifazgo Especial en la Grana 
Cochinilla x

Trade Taxes Almojarifazgo Almojarifazgo Especial en las 
Mercaderías de China x

Trade Taxes Averia Averia de Veracruz x
Trade Taxes Excise Sisa del vino x
Trade Taxes Excise Sisa del Cacao x
R. Monopoly Salt Estanco de la Sal x
R. Monopoly Playing Cards Naipes x

Military Expenses Military Wages Reformación del Presidio de México x

Military Expenses Military Wages Reformación de los Presidios de 
Tierra Adentro x

Mining Taxes Quinto Sobras de Cajas Reales x
Public Works Public Works Sobras del Desagüe de Huehuetoca x

Tributo Tributo Incorporación de Encomiendas a la 
Corona x

Justice Justice Wages Salario del Gobernador de Nueva 
vizcaya x

Extraordinary Sell of Jura 
Regalia

Extinción del Corregimiento de 
México x

Extraordinary Licenses Composición de Tierras x
Extraordinary Licenses Feria de la Ciudad de México x

Extraordinary Licenses Arrendamiento de la Provisión del 
Jabón a la Ciudad de México x

Extraordinary Sell of Offices Venta del Ensayador General de 
Minas x

Extraordinary Sell of Offices Venta del Escribano del Consulado de 
Comercio x

Sells of Jura Regalia

Administrative reforms and savings

Modification or Creation of Trade Taxes and Monopolies

Sources: AGI, Gobierno, Indiferente General, 2690, 05/04/1635; AGI, Gobierno, Indiferente General, 2536, 12/31/1639
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remaining tax to finance the operation of the new fleet. The government also ordered the 

viceroy to introduce excises over wine in cities and towns outside of the viceregal capital, 

especially in the mining zones of the north, which had a conspicuous consumption of 

alcohol.89

The second category was composed of the orders to extinguish the military presidio 

in Mexico City, which had 300 soldiers. It also included these soldiers deemed unnec-

essary in the provinces of New Galicia and New Biscay, due to the finalization of the 

Chichimeca war (reformación de los presidios de Tierra Adentro).90 The soldier’s wages 

extinguished in the forts would be transferred to the Armada. The order also limited the 

use of secret expenses conceded to the governor of New Biscay.91 The Council ordered 

the viceroy to eliminate a practice used in the treasury offices of New Spain, known as 

treasury office’s leftovers (sobras de Cajas Reales). The practice meant the royal officers 

discounted between 1% or 2% of the silver and gold taxed at their Caja. They assigned 

the quantity in half to whoever paid the tax and the other to themselves.92 The Council 

estimated that the Real Hacienda could find a proportion of the budget needed for the fleet 

by introducing this reform to the treasury offices’ administration.

The sales of the Crown’s property in New Spain composed the third category. The 

order proposed to continue the composition of faulty property titles in exchange for a 

fee. The government also committed the composiciones de tierras introduced with the 

extraordinary tax package of 1629-1630 to finance the Armada.93 A third of the monetary 

resources collected through the encomiendas that newly incorporated to the Real Hacien-

da, or recently assigned to any private hands, was to be used to pay the fleet.94

The order signaled the viceroy to start the negotiations with Mexico City’s Cabildo 

to obtain substantial monetary compensation for the reduction of the City’s government 

to ordinary majors voted by the Cabildo members, at the style of the free cities of Castile. 

The Crown would extinguish the corregimiento and let the City choose the mayors among 

the regidores. The mercy was a long-time pursued goal for the elites in Mexico City, for 

it equaled the political situation of capital in New Spain to that experienced in Lima. The 

89 Also, the monopoly over salt production had been created in New Spain with the orders incorporated with 
the extraordinary tax package of 1630. Ibid., f. 6 back.
90 Ibid., f. 1 back - 2 front.
91 Ibid., f. 3 back.
92 Ibid., f. 5 front.
93 Ibid., f. 3 back.
94 Ibid., f. 4 front & back.
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viceroy would use the monetary compensation paid by the Ayuntamiento in the Armada.95

When some of the mechanisms proposed by the Consejo de Indias, rendered under-

whelming dividends to construct the Armada, the Council authorized to commence the 

negotiations to sell some offices that would provide substantial amounts of money. The 

Crown also offered vital positions in Mexico City’s Consulado de Comercio. It offered as 

well some offices in the public administration.96 The Council proposed to use the mecha-

nisms already committed for the Armadilla de Barlovento in the Caribbean. To finish the 

Fleet’s creation, the Council also recommended using the resources collected for the four 

galleons that reinforced the Indies’ Fleet, which was paid in half by the resources of the 

Unión de las Armas and Seville’s Consulado de Comercio.97

The Consejo deemed the viceroy Cadereita capable enough to conduct the negotia-

tions needed in Mexico City to find the resources that would pay for the galleons and how 

to buy or construct the boats with the resources he had found. To help entice the local 

elite, the marquis traveled to Mexico with four appointments for nobility orders signed 

by the king, and between four and six appointments for ecclesiastical offices.98 The orders 

indicated that the viceroy in Mexico City was to choose and adjust the means to finance 

the ships with the fiscal resources he shall find in New Spain. A copy of the order was sent 

immediately to the Presidents of the Audiencias in Santo Domingo, Bogota, Guatemala, 

Guadalajara, and the governors in La Havana, Cartagena, Cumana, Puerto Rico, Costa 

Rica, Honduras, Nicaragua, Yucatan, and New Biscay.99

As the government had appointed the viceroy in Mexico City general administrator 

of the Armada, Cadereita obtained authorization from the Council to intervene in the 

accounts of the treasury offices whose revenue supported the fleet.100 It was indeed a 

measure intended to centralize the decisions on how to spend within the treasury offices 

affected by the financing of the Armada. In the long run, this measure would reinforce the 

importance of Mexico City as the hearth of the royal finances in the northern hemisphere 

of the American continent.

Nevertheless, the Armada did not start with the better of augurs. The viceroy Cade-

reita had embarked in Cadiz to cross the Atlantic in May of 1635. The order to create the 
95 Ibid., f. 4 back.
96 AGI, Gobierno, Indiferente General, 758, 10/05/1635.Also: AGI, Gobierno, Indiferente General, 758, 
12/31/1635.
97 The procedures are explained in: AGI, Gobierno, Indiferente General, 2536, 07/31/1635, f. 4 back.
98 AGI, Gobierno, Indiferente General, 2536, 04/26/1635.
99 AGI, Gobierno, Indiferente General, 2690, 05/04/1635, f. 10 back.
100 Ibid., f. 8 front.
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Barlovento Fleet had reached him in the Andalusian port, little time before he set sail. In 

July the 24th, 1635, the viceroy disembarked in Veracruz and immediately recognized 

the presidio, ordering some offices’ extinction and allocated them in the Armada. By Sep-

tember the 16th, he entered Mexico City, where he started to order the affairs related to 

the drainage of the lagoon and found that the state of the administration of the desagüe in 

Huehuetoca would not allow finding any resources for the Fleet.101

In April of 1636, the notices regarding France’s alliance with Sweden and the Dutch, 

enemies of the Habsburgs in the Thirty Years’ War, arrived to Mexico City.102 The conflict 

with France had caused the resources mobilized from Europe, to help build the fleet in the 

Caribbean, to become even scarcer. In spite of the grim news coming from Castile, the 

Indies’ Fleet returned to Seville that year transporting the first 200,000 pesos that the vice-

roy had been able to collect for the Armada de Barlovento. In the letter that accompanied 

the remission, the marquis pleaded Philip IV to order that the money bought six ships of 

400 or 500 Castilian tonnes.103

One of the most important negotiations that had to be conducted by the viceroy 

was the extinction of the corregimiento in Mexico City, in exchange for a hefty sum that 

would be contributed by the neighbors. In May of that year, the Cabildo of the viceregal 

capital agreed to pay 200,000 pesos. In the letter written by the representatives of the City 

addressed to Philip IV, they asked the monarch to lift the limitations on the commerce 

with Peru, to help the viceroyalty prosper economically.104

The following years saw a frantic activity of the viceroy trying to set the framework 

for the Armada’s correct functioning. The last column in table 44 marks the mechanisms 

introduced by the marquis of Cadereita to finance the fleet. In December of 1636, the 

viceroy signed the continuation of the excise on the wine imported from Spain. The sec-

ond sale in New Spain would pay 25 pesos per barrel. The funds collected by this excise 

101 AGI, Gobierno, Audiencia de México, 31, N. 43, f. 1 front - 2 back. Also: AGI, Gobierno, Audiencia de 
México, 31, N. 44, f. 1 front & back.
102 AGI, Gobierno, Audiencia de México, 31, N. 46.
103 “Hacer la fábrica, Señor, de 12 navíos y 2 pataches de una vez, da imposibilidad a cualquiera que con 
noticias que hoy me hallo lo considerare especialmente cuando pide tanta prisa el cumplimiento de ello y 
así determine enviar juntos estos 200,000 pesos para que con ellos Vuestra Majestad se sirva de mandar se 
compren 6 navíos de 400 o 500 toneladas poco mas o menos y se armen de artillería, munición y gente. Y 
se envíen con toda brevedad con un cavo al que llene la necesidad del oficio, sobre cuyos hombros ha de 
cargar el reparo de estas provincias y reputación de la Corona, no solo castigando los rebeldes que infesten 
estas mares pero desalojándolos de las partes donde están que si faltare alguna cantidad la puede acreditar la 
Caja de Sevilla que luego que lleguen la haré satisfacer con mucha puntualidad.” AGI, Gobierno, Audiencia 
de México, 31, N. 43, f. 14 front.
104 AGI, Gobierno, Indiferente General, 2536, 07/14/1636, f. 1 back.
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would help finance the drainage in Mexico city, the fortification of San Juan de Ulua, and 

the Armada.105 The marquis negotiated the sale of some offices, such as the notary of the 

Consulado de Comercio. The Crown expected to receive copious amounts of money that 

would allow them to pay for the new vessels.106

Perhaps the most challenging aspect of managing the Barlovento Fleet was establish-

ing the correct channels for coordinating the different parts of the government that had to 

provide the resources to finance the project. Most of the viceroy’s headaches came from 

the interactions with the governors in La Havana, Cartagena, and Puerto Rico, who saw 

the administration of the fleet as a challenge to their ability to use the fiscal resources of 

their provinces freely.107 Even after increasing the avería again in Seville, to help finance 

the Armada’s reinforcement, the monetary funds to finance the naval defense of the Indies 

still seemed scant and menaced a bankruptcy in the medium-term for the Armada de Bar-

lovento. Cadereita, with the help of the Cabildo in Mexico city, ordered an increase of 2 

reales (0.25 pesos) on the price of the playing cards.108

By 1638, seeing that the substance of the arbitrios proposed by the government in 

Madrid did not fructify as expected, Cadereita proposed increasing another 2% on the al-

cabalas in New Spain. This measure would elevate the rate to 6%, tripling the tax within 

the viceroyalty in just ten years. He deemed this to be the only manner in which the fleet 

could achieve financial security in the long run, for the intended increase of the collection 

was esteemed in some 200,000 pesos each year. The successful negotiations conducted 

by Cerralbo for the Unión de las Armas were still fresh in the viceroy’s mind. Moreover, 

the Cabildo in Mexico City did not find particularly vexing the proposition. 109 When the 

policy proposed by the viceroy in Mexico city reached the Court in Madrid, the answer 

was overly positive. The letter answering the viceroy noted:

Increasing the alcabalas seems to be advantageous and tolerable if proposed and 
addressed with the finesse and care convenient. As I have the right [to increase it] 
until 10%, it is not terrible if they are increased 2% more, especially for something 
so crucial for their interests [as the Fleet]... Despite the present necessities, I desire 

105 AGI, Gobierno, Indiferente General, 2690, 12/01/1636.
106 AGI, Gobierno, Indiferente General, 2690, 02/21/1638.
107 See, for instance, the debates regarding the control of the money that had been committed for the Armada 
in Havana: AGI, Gobierno, Indiferente General, 2536, 07/14/1636. Also, the problematic situation of the 
royal exchequer in Puerto Rico: AGI, Gobierno, Indiferente General, 1872, 12/24/1636.
108 AGI, Gobierno, Audiencia de México, 35, N. 2-d, f. 1 front.
109 AGI, Gobierno, Audiencia de México, 35, N. 2-c, f. 1 front - 2 front.
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the conservation and defense of these provinces.110

The Council considered that a tax rate below 10% of the merchandise’s commercial 

value was acceptable in America. The Council considered a tax rate inferior to the Castil-

ian as a mercy for the settlers in the New World and the king’s right to equal it whenever 

it was necessary. However, the sudden increase of the trade tax rates did not sit well for 

many of the New Spain’s local elites, especially outside of the capital. As the Unión de las 

Armas had demonstrated, increasing the rate of the trade taxes, especially the alcabala, 

was the most effective policy to obtain a steady increment in the revenue that would allow 

financing defensive projects on the long-run. Most of the other mechanisms designed by 

the Consejo in 1635, simply failed to provide enough funds to sustain the Armada correct-

ly. The viceroy’s intervention, who had first-hand knowledge about the precise returns of 

the arbitrios set in motion since the creation of the Armada, allowed the policy to fructify.

6.3 The efficiency of the fiscal policy

Assessing the efficiency and pertinence of the fiscal policies followed by the government 

to increase the fiscal revenue during the XVIIth century is not an easy task. Some libros 

mayores of the Cajas Reales did not register the Unión de las Armas and the Armada de 

Barlovento, accounting only for the increase in each of the taxes. Other sources grouped 

the proceedings in a special category, titled by each of the tax packages that had motivat-

ed the increase. Despite these caveats, the literature has assessed that the reforms intro-

duced in the 1620s and 1630s were a failure.111

However, the fact that the Real Hacienda absorbed the management of the tax pack-

ages directly without creating a parallel fiscal structure, as it happened with the adminis-

tration of the millones in Castile, allowed the administrative costs to remain low. For the 

most part, the bureaucracy did not consume new fiscal resources. The cost, sadly, was the 

lack of uniformity among the administrative tools. The disparity in the manner to register 

the treasury offices’ accounts complicates the efforts to understand the precise numbers of 

the resources collected for the fiscal policies introduced during the century.

110 AGI, Gobierno, Audiencia de México, 35, N. 2-a, f. 3 front.
111 “Casi con toda certeza, el plan fiscal en su forma final probablemente habría sido incapaz de recaudar 
los fondos exigidos por el rey, incluso si la élite local y los oficiales de hacienda hubiesen cooperado plena-
mente. Aunque sí consiguió algunos fondos, la unión de armas no amplió la base tributaria del virreinato de 
modo dramático.” Andrien, Crisis y decadencia..., 194. Amadori, Negociando..., 348.
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Within the real cédula for the Unión de las Armas, Philip IV petitioned the viceroy-

alty of Peru to provide a total of 482,536.76 pesos per year. The sum included the con-

tribution of the New Kingdom of Granada and the district of the Audiencia de Panamá, 

which were not governed by the viceroy of Peru.112 In 1638 the viceroy of Peru signed the 

acuerdo de hacienda that created the Union in the southern viceroyalty.113 He allocated to 

the four districts of the viceroyalty a total fiscal burden of 372,242.65 pesos per year. The 

district of Panama would pay 27,573.53 pesos and the New Kingdom 82,720.59 pesos.

Table 6.6 details the budget for the Union elaborated by the count of Chinchón. The 

document does not precise the methodology used in the acuerdo de hacienda to allocate 

the fiscal burden among the districts. However, the debates conducted between the vice-

roy Cerralbo and the Cabildo in Mexico City,114 permit to pose the conjecture that the 

acuerdo used the information of the trade taxes issued from the Tribunal de Cuentas in 

Lima to assess the capacity of the six districts to contribute the sums assigned to them.115 

The last column in the table shows the average for trade taxes in the quinquennium before 

the introduction of the Union (1633-1637) for the districts of Lima, La Plata, and Santi-

ago.116

112 AGI, Gobierno, Indiferente General, 2690, 04/09/1627.
113 AGI, Gobierno, Indiferente General, 2690, 09/15/1638, f. 5 back - 6 front.
114 AGI, Gobierno, Audiencia de México, 30, N. 10-a, f. 19 front - 22 back. See: “5.1.1 Tax negotiation and 
political representation” on page 342.
115 The accountant general Francisco Gómez de Pradera and the accountant of Lima’s Caja Real, Bartolomé 
Astete de Ulloa, certified the figures provided by the viceroy regarding the distribution of the fiscal burden 
among the districts. AGI, Gobierno, Indiferente General, 2690, 09/15/1638, f. 5 back.
116 Currently, there are no datasets available to assess the value of trade taxes for the districts of Quito,  

Table 6.6. Budget for the Unión de las Armas in the Viceroyalty of Peru. 1638  

Government District Budget for the Unión de 
las Armas (1638)* Percentage Quinquennial Average for 

Trade Taxes (1633-1637)*

Lima 193,014.71 40.00% 217,776.98
La Plata 110,294.12 22.86% 80,422.19
Quito 41,360.29 8.57%
Santiago de Chile 27,573.53 5.71% 3,455.75
Sub-total 372,242.65 77.14%

New Granada 82,720.59 17.14%
Panamá 27,573.53 5.71%
Sub-total 110,294.12 22.86%

482,536.76

* All values in pesos de a ocho of 272 maravedíes

Sources: AGI, Gobierno, Indiferente General, 2690, 09/15/1638, f. 6 front. For trade tax revenue, Klein & 
TePaske (1986).

Peru

Central America and the Caribbean

Total
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The main contributor for the Unión de las Armas would be Lima’s district, with 

193,014.71 pesos per year and representing 40% of the total. The figure allocated by the 

viceroy’s budget seems to be in line with the average trade tax recollection reported during 

the previous five years in the district, 217.776.98 pesos. As the Union would double the 

rates of trade taxes, Lima’s intended goal seems reasonable. Nevertheless, the acuerdo de 

hacienda might have overestimated La Plata and Santiago’s capacity to contribute to the 

Union through the alcabala. The 110,294.12 pesos allocated in La Plata, 22.86% of the 

total budget, were almost 30,000 above the yearly average trade taxes collected for the 

past five years. Santiago had to pay 27,573.53 pesos each year, even though the average 

for the quinquennium 1633-1637 indicated that the Real Hacienda had received only 

3,455.75 pesos from alcabalas and almojarifazgos.

Approaching the 30 years of the creation of the Unión de las Armas in Peru, and 

thus the renewal of the service, the viceroy Santisteban ordered the Tribunal de Cuentas 

in Lima to conduct a thorough audit of the accounts of the Union within the four dis-

tricts pertaining the viceroyalty until the year 1664. The objective was to determine if 

had reached the contribution levels assigned to them according to the original repartition 

conducted by the viceroy Chinchón. Fortunately, the inquiry resulted in very detailed 

information sent to the Consejo de Indias in 1665. The data allows assessing whether the 

policies followed to collect taxes for the Unión de las Armas had succeeded or not.

Table 6.7 presents the results of the audit and the tax collection goals intended by 

the fiscal administration. Until 1664, the government expected to have collected of 9.2 

million pesos for the Union in Peru. However, only 5.1 million pesos had entered the trea-

Panama, and New Granada.

Table 6.7. Tax Recollection for the Unión de las Armas in the Viceroyalty of Peru 
until 1664

District Expected Revenue of the 
Union until 1664*

Actual Revenue Collected by 
the Real Hacienda until 1664* Difference Percentage 

Collected
Lima 5,018,382.35 3,899,913.27 1,118,469.08 77.71%
La Plata 2,867,647.06 929,039.32 1,938,607.74 32.40%
Quito1 909,926.38 208,333.81 701,592.57 22.90%
Santiago de Chile2 413,602.95 67,654.31 345,948.64 16.36%
Total 9,209,558.74 5,104,940.72 4,104,618.03 55.43%

* All values in pesos de a ocho of 272 maravedíes

2  The government suspended the Union de las Armas for the district of Santiago in 1655

Sources: for Lima and La Plata, AGI, Gobierno, Indiferente General, 2690, 11/20/1665; For Quito and Santiago, AGI, 
Gobierno, Indiferente General, 2690, 07/28/1663

1  The data for Quito provides the revenue until the year 1660
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sury offices for that concept. The resources that had entered the Cajas Reales reached just 

55.43% of the total expected. The original goal, without a doubt, was far from being ac-

complished by the actual tax collection. The district of Lima provided 3.9 million pesos; 

La Plata had collected 0.93 million pesos; Quito contributed 0.21 million pesos; Santiago 

0.06 million pesos. The results among the districts were contrasting.

In Lima, the government expected to collect 5.02 million pesos. The treasury offices 

received 3.89 million pesos, which means the Real Hacienda was able to collect 77.71% 

of the original budget allocated in the district. The results in the core of the viceroyalty 

can be qualified as a moderate success. This level of tax collection is also in line with the 

changes that were being experienced by the tax revenue in the Empire, that propelled the 

treasury office in Lima to become the second most important in the New World by the 

late 1650s, just behind Mexico City, if the total revenue collected is taken into consider-

ation.117

Contrary to this, in La Plata, a mere 32% of the planned quantity had been collected. 

The Crown expected to collect 2.87 million pesos, but the treasury offices received only 

0.92 million pesos. The district’s output was undoubtedly underwhelming, as the district 

was among the most important in fiscal terms for the Hispanic Empire. However, since 

the 1640s, the revenue collected in the Caja Real of Potosí experienced a considerable 

downturn. The nature of the district’s fiscal revenue, overly dependent on mining taxes, 

did not seem to have been entirely taken into consideration when the viceroy Chinchón 

created the original budget for the Union. Thus, the original plan had overestimated the 

size of the local markets present in the district.

In the Quito district, the government had allocated 41,360.29 pesos per year, and by 

1660 the expected recollection should have amounted to 0.91 million pesos.118 The Cajas 

Reales had received 0.2 million pesos, the Real Hacienda in this district had managed to 

attract only 22.9% of the expected resources. The disappointing results of the Union in 

Quito is unsurprising. The elite in the district’s capital had rebelled in 1591 against the 

introduction of the alcabala. The government’s measures to quell the revolt shown the 

viceroys in Lima the pitfalls of using brute force to enforce the fiscal policies designed 

in Madrid.

The case of the district of the Audiencia de Santiago was particular. Chinchón’s 

117 See: “Table 4.3 Revenue of the Cajas Reales in Peru, by Fiscal Category. 1600-1699” on page 297.
118 The audit for the accounts of the Unión de las Armas in Quito ended by 1660. AGI, Gobierno, Indiferente 
General, 2690, 07/28/1663.
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budget had allocated there 27,573.53 pesos per year. However, the situation of the royal 

exchequer in a district in which war was endemic, did not allow to introduce the payments 

of the Unión de las Armas in 1639. By 1641 the tax package started to be charged across 

the district. The results were extremely underwhelming. On top of this, in May of 1647, 

an earthquake devastated the City of Santiago. The viceroy Mancera ordered the Real 

Hacienda to suspend the Union payments as part of a tax exemption related to provid-

ing relief to the inhabitants of Chile. However, the order did not include the province of 

Concepcion, where the incremented tariffs generated discomfort among the soldiers that 

populated the forts. Finally, in 1655, it was ordered to suspend the Union entirely in the 

district. The results of the policy in the district, as it can be expected, were meager. Out 

of the 413,602.95 pesos that the government expected to receive during the 15 years in 

which the tax was charged in the district, the treasury offices in Santiago and Concepcion 

received only 67,654.31 pesos, a 16% of the total intended tax collection for Chile.

Sadly, the data does not present enough information to differentiate between the 

fiscal categories that composed the revenue. However, comparing the total revenue for 

trade taxes in the viceroyalty, it is fairly evident that the alcabala was the main source of 

revenue for the Unión de las Armas, as between 1631 and 1699, it comprised almost 70% 

of the trade taxes.

Table 6.8 shows the data collected for the audit of the Unión de las Armas’ accounts 

ordered by the viceroy Santiesteban. Graph 6.1 presents the time series for the four dis-

tricts of the viceroyalty of Peru. In total, they contributed an average of 196,343.87 pesos 

each year to the Union until 1664. The graph shows four marked cycles and a slight-

ly decreasing tendency. The first cycle ended in 1648, and it saw a yearly average of 

214,441.49 pesos. In 1642 the viceroyalty managed to collect 245,836.26 pesos for the 

Union, 66.04% of the goal set by the government. This year yielded the most resources 

to pay for the Union. By 1648 the collection receded to only 135,271.77 pesos. It marked 

the lowest point of the Union in Peru. Lima had provided only 106,267.78 pesos. The ne-

gotiations of the encabezamiento of the alcabalas and the almojarifazgo in Lima caused 

second (1648-1653) and third cycles (1653-1657). Also, in 1653, the negotiations for the 

second term of the Union forced the marquis of Salvatierra to suspend the Union tem-

porarily,119 and explain partially the underwhelming results experienced in Lima, which 

119 AGI, Gobierno, Indiferente General, 2690, 11/11/1653.
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Year Lima La Plata Quito Santiago Total Projected Percentage of 
Projected Total Revenue % of Total 

Revenue
1639 124,477.50 11,562.69 3,544.67 139,584.85 372,242.65 37.50% 3,557,954.37 3.92%
1640 152,506.66 34,912.58 5,238.24 192,657.48 372,242.65 51.76% 3,175,929.30 6.07%
1641 161,616.57 42,184.86 9,273.24 6,050.50 219,125.17 372,242.65 58.87% 3,449,907.39 6.35%
1642 181,542.25 50,112.90 9,273.24 4,907.88 245,836.26 372,242.65 66.04% 3,728,154.07 6.59%
1643 167,252.89 48,333.30 9,119.74 5,878.81 230,584.74 372,242.65 61.94% 2,670,340.94 8.64%
1644 164,372.71 40,824.76 11,258.12 2,711.88 219,167.46 372,242.65 58.88% 3,711,963.47 5.90%
1645 176,674.59 43,259.44 9,598.24 3,067.63 232,599.90 372,242.65 62.49% 4,011,347.35 5.80%
1646 191,178.26 41,916.28 7,132.74 4,056.00 244,283.29 372,242.65 65.62% 4,344,012.23 5.62%
1647 163,993.74 24,538.05 10,503.24 7,099.25 206,134.28 372,242.65 55.38% 3,953,114.60 5.21%
1648 106,267.78 12,929.12 10,953.24 5,121.63 135,271.77 372,242.65 36.34% 3,585,818.80 3.77%
1649 135,345.46 24,686.30 9,465.74 5,234.50 174,732.01 372,242.65 46.94% 4,630,129.18 3.77%
1650 225,007.73 3,062.35 6,828.24 2,087.38 236,985.70 372,242.65 63.66% 3,331,362.26 7.11%
1651 166,799.20 62,634.34 8,843.24 5,526.75 243,803.54 372,242.65 65.50% 3,867,979.76 6.30%
1652 116,522.99 71,706.25 15,569.87 5,982.50 209,781.60 372,242.65 56.36% 3,688,560.47 5.69%
1653 81,792.23 44,334.68 7,477.84 5,583.50 139,188.24 372,242.65 37.39% 3,298,526.92 4.22%
1654 124,837.10 36,119.32 9,969.86 4,232.13 175,158.40 372,242.65 47.05% 3,216,769.02 5.45%
1655 144,449.61 32,634.08 11,957.39 114.00 189,155.07 372,242.65 50.81% 2,984,352.84 6.34%
1656 132,286.43 35,226.48 10,503.39 178,016.30 372,242.65 47.82% 3,085,223.57 5.77%
1657 109,712.58 38,010.81 12,427.61 160,151.00 372,242.65 43.02% 3,270,804.55 4.90%
1658 108,414.93 32,100.19 9,877.38 150,392.49 372,242.65 40.40% 3,371,071.17 4.46%
1659 124,088.11 29,178.86 10,182.00 163,448.96 372,242.65 43.91% 3,261,136.79 5.01%
1660 179,186.11 34,670.39 9,336.50 223,193.00 372,242.65 59.96% 3,450,875.52 6.47%
1661 158,986.37 33,208.36 192,194.72 372,242.65 51.63% 3,167,270.60 6.07%
1662 200,737.34 33,389.48 234,126.82 372,242.65 62.90% 3,858,857.64 6.07%
1663 150,932.08 33,751.74 184,683.81 372,242.65 49.61% 2,459,715.03 7.51%
1664 150,932.08 33,751.74 184,683.81 372,242.65 49.61% 2,973,560.84 6.21%

Total 3,899,913.27 929,039.32 208,333.81 67,654.31 5,104,940.72 9,678,308.82 52.75% 90,104,738.70 5.67%
Sources: For the Budget, AGI, Gobierno, Indiferente General, 2690, 09/15/1638, f. 6 front; For Lima and La Plata, AGI, Gobierno, Indiferente General, 2690, 
11/20/1665; For Quito and Santiago, AGI, Gobierno, Indiferente General, 2690, 07/28/1663; For the total tax revenue, Klein & TePaske (1986).
* All values in Pesos de a Ocho of 272 Maravedis.

Table 6.8. Fiscal Revenue of the Unión de las Armas in Peru, by District of Audiencia (Time Series). 1639-1664
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paid only 81.792.23 pesos during that year.120 The problems with the azogue monopoly 

experienced in 1657 also disrupted the commerce in the viceroyalty.121 The final cycle 

saw a sustained increment of the revenue obtained for the Union.

Graph 6.2 displays the percentage comprised of the taxes collected for the Unión de 

las Armas in Peru’s total fiscal revenue. The amounts collected by the policy represented 

between 3.92% and 8.64% of the resources available in the viceroyalty. The series shows 

the government’s complications to increase the real fiscal revenue, as incrementing the 

tax rates had diminishing returns, at least in Peru. It also shows a somewhat unusual cy-

clical behavior, which is undoubtedly caused by the negotiations of the alcabala admin-

istration in Lima, and a positive tendency after the first cycle ended in 1648. 

The original plan of the Council, designed in 1627, intended to increase the tax 

revenue in Peru 13.81% on top of the ordinary fiscal resources. For these 26 years, the 

Union increased, on average, 5.67% of the total fiscal revenue in the southern viceroyalty. 

Although the budget set by the government in 1638, might have been disproportionate, 

120 AGI, Gobierno, Indiferente General, 2690, 11/20/1665, f. 4 back.
121 Margarita Suárez Espinosa, Desafíos transatlánticos: mercaderes, banqueros y estado en el Perú virrei-
nal, 1600-1700 (Lima: Pontificia Universidad Católica del Perú, Instituto Riva-Agüero, 2001), loc. 4156.
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Sources: For Lima and La Plata, AGI, Gobierno, Indiferente General, 2690, 11/20/1665; For Quito and 
Santiago, AGI, Gobierno, Indiferente General, 2690, 07/28/1663. Values from table 6.8.
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Santiago, AGI, Gobierno, Indiferente General, 2690, 07/28/1663; For the total tax revenue, Klein & Te-
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given the actual economic capabilities of the viceroyalty, especially outside of the district 

of the Audiencia de Lima. However, as graph 56 showed, the new revenue created to sup-

port the Union collected an average per year nearing 200,000 pesos. Even during its worst 

year, 1648, the Union incorporated to the Real Hacienda 135,271.77 pesos.

In 1649 Seville’s Consulado de Comercio complained about the increases of the ave-

ría in the navigation through the Pacific. Du to the increments of taxes, the price of the 

goods traded at the Portobelo fair had increased significantly in Lima, and the Peruleros 

had bough less goods from the Fleet. The Consulado demanded to return the avería to the 

original 1%. The Council responded categorically to the Consulate that the centrality of 

the contributions realized as part of the Unión de las Armas in Peru did not allow the gov-

ernment to diminish it.122 Despite not achieving the Council’s objectives, the resources 

created for the Union were too essential to eliminate them, even if the powerful Seville’s 

Consulado petitioned it.

122 “Y habiéndose visto en el Consejo, ha parecido dar cuenta a Vuestra Majestad de lo referido, y que 
supuesto que esta imposición esta ya recibida y corriente en las Indias, y que las necesidades presentes no 
permiten en estos tiempos que se minore ningún derecho, y más éste que es tan cuantioso...” AGI, Gobier-
no, Indiferente General, 2690, 10/23/1653, f. 1 back.
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Assessing as short-lived the fiscal policy followed by the government to conduct the 

Union in Peru, and in New Spain, does not consider that the modifications of the tax rates 

had a long-lasting impact in the development of the public finance system. The Real Ha-

cienda introduced the taxes to pay for the Armada de Barlovento in New Spain, Central 

America, and the Caribbean. Whether the Fleet existed or not, was a mere accident. The 

reformations introduced by the Unión de las Armas also kept pouring resources into the 

royal exchequer since its introduction in New Spain.

A good measure to evaluate the efficacy of the fiscal policies destined to defend the 

Empire would be assessing if a sensible increment of the trade taxes occurred after the 

year 1632. That is, the year the Union started to be collected on the continent. As the bulk 

of the fiscal resources destined to ramp the military defense of the Empire depended upon 

that fiscal category, a descent of the tax collection in that sensitive category would denote 

the incapacity of the government to impulse its fiscal policy.

To quantify this process, graph 6.3 shows the time series that resulted from con-

structing an index that takes as the base, the value of the 5-year running average of the 

revenue generated by the trade taxes in Hispanic America for the year 1631. The graph 

shows clearly that the revenue of trade taxes increased sensibly after the introduction of 
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Graph 6.3. Trade Taxes in Hispanic America. 1631-1699, 5-Year Running average. 
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Sources: Klein & TePaske (1982). Klein & TePaske (1986). Values from annex 4, table 4.
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the Unión de las Armas in America. Tax collection within the category, at least until the 

late 1690s, was higher than before the introduction of the reforms.

The graph shows two cycles linked to political circumstances: Philip IV and Charles 

II governments. Although the upsurge of trade taxes seems to have taken some years to 

take off, they increased rapidly after 1635, almost doubling the original level by 1645. 

The plateau endured until 1648, precisely the year the war with the Dutch ended. Then, 

trade tax collection descended until 1665. Even at the lowest point, the fiscal category 

was 21% higher than before the Union’s introduction. The cycle started again with the 

inauguration of Charles II’s reign. By 1680, trade tax revenue collection had increased 

almost to double the levels experienced before the introduction of the reforms of the 

1630s. Then, the revenue started to recede. By 1699 the series registers a mere 12% over 

the origin.

However, the time series shows that the values experienced before the fiscal policies 

of the 1620s and 1630s never returned. The numbers shown in graph 58, demonstrate that 

the resources created by the policies in the 1630s were still bringing revenue during the 

1650s and 1660s, and would continue to do so until the Latin American republics abol-

ished the alcabala during the XIXth century. As the viceroy Cerralbo had affirmed, once 

the rates had increased, they never went down again.123

The other focus of the fiscal policy was the extraordinary income.124 When the gov-

ernment needed to obtain rapidly fiscal resources, it recurred to introducing extraordinary 

means in the Hispanic American Real Hacienda. In 1622, when the Count-Duke of Oli-

vares inaugurated his government, he asked for a universal donation in the New World. 

The tax package of 1629-1630 relied, for the most part, on extraordinary taxes. However, 

the capacity to increase the fiscal revenue by these means was impossible in the long-run.

Graph 6.4 presents the time series that resulted from constructing an index that uses 

as base the value of the 5-year running average of the revenue generated by the extraor-

dinary taxes in Hispanic America for the year 1621. That is the first year of Philip IV’s 

reign. The increment of the fiscal category during the government of Olivares is notewor-

thy. Between 1622 and 1646, the fiscal category almost triplicated its revenue. However, 

since 1649 the extraordinary income decreased sensibly. The downturn of the tendency 

undoubtedly reflects the developments of the war in Europe. The Peace of Westphalia 

123 AGI, Gobierno, Audiencia de México, 30, N. 10, f. 1 back.
124 For a breakdown of the sources of extraordinary revenue in the Hispanic American Real Hacienda: 
“2.2.4 Extraordinary income” on page 115.
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permitted the Crown to focus its resources on the war against France. The necessity to 

use extraordinary fiscal revenue was not as pressing as before. Although the series shows 

some cycles in which extraordinary revenue experienced some recovery, the incline was 

negative after the peak of 1646. In 1689, extraordinary fiscal revenue had decreased under 

the levels experienced at the beginning of Philip IV’s reign in 1621. Finally, the century 

closed with index values of 71.27%, well below the levels experienced when the Count-

Duke was at the helm of the Empire.

The government’s fiscal policies are palpable in the time series displayed in graphs 

58 and 59. Trade taxes had a sustained increase throughout the century. These were the 

effects of increasing the rates so that the government could conduct its plans to defend the 

Empire. Extraordinary taxes increased the fiscal resources rapidly in times of need. How-

ever, after the Thirty Years’ War ended, the revenue related to these fiscal mechanisms 

tended to subdue. The government did not need anymore to create resources as rapidly.

By the mid-century, the focus of the government started to drift towards the north. 

The changes experienced in the rates of trade taxes propelled the importance of New 

Spain within the finances of the Empire. The rapid increase of the alcabala rates in the 

1630s caused the upsurge of fiscal revenue experienced in the northern viceroyalty. The 
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government battled to incorporate the reforms of the Armada de Barlovento to the public 

finance system in New Spain and the Caribbean since 1635. By the Winter of 1639, the 

Fleet was still a project. The Count of Castrillo ordered the secretary for New Spain to 

elaborate a summary of everything enacted for the Armada. The results were somewhat 

underwhelming.125 The already long list of mechanisms created by the secretary Lorenzo 

Ramirez de Prado in 1635, with 12 items, had been engrossed to 21, counting those en-

acted in Mexico city by orders of the viceroy.126

The Council noted that the government had used the 200,000 pesos the viceroy Ca-

dereita had remitted with the Fleet in 1636, to pay for other effects, perhaps related to the 

war against France. Nevertheless, since that year and until 1639, another 865,550 pesos 

had been collected in New Spain. Also, 361,086 pesos were to be collected and allocat-

ed to pay the Armada each year. Guatemala, Cuba, and Venezuela had collected 79,560 

pesos and had allocated a yearly rent of up to 50,000 pesos. Thus, the Real Hacienda 

had 0.94 million pesos to start the Fleet, and the yearly rents committed to sustaining it 

amounted to 0.41 million pesos.127

Santo Domingo had not answered the Council’s appeals to inform precisely the 

amounts it had collected for the Armada, and the yearly rent it could provide. The gover-

nor in Yucatan informed that he had delayed the increments of the alcabala, and the new 

tax over the encomiendas, also, Merida’s Caja Real could still provide no information 

about the yearly rent allocated in the Yucatan Peninsula to finance the Fleet. The Council 

deemed the treasury offices in Puerto Rico, Cumaná, and Margarita incapable of collabo-

rating with any resources to finance the Armada de Barlovento.

The viceroy Cadereita sold many offices in Mexico City. He applied the procedures 

to the Armada. However, the viceroy encountered many resistances, as many among the 

viceregal elite questioned the viceroy’s respectability. They claimed he had benefited per-

sonally from the administration of the power invested in him to find the new resources for 

the Armada. Knowing that complaints such as these had ended with the uprising in 1624, 

the Council took preemptive measures and decided to recall the viceroy back to Madrid. 

The Council also started a visita general. It chose Juan de Palafox to conduct it. The king 

also proposed the secretary as bishop of Puebla-Tlaxcala.128 The new viceroy, the duke of 

125 AGI, Gobierno, Indiferente General, 2536, 12/31/1639. A copy of this document, actualized for the year 
1641, can be found in: BNE, Manuscritos, 3046, 41, f. 250 front - 252 back.
126 See: “Table 6.5. Tax package for the Armada de Barlovento. 1635 & 1639” on page 447.
127 AGI, Gobierno, Indiferente General, 2536, 12/31/1639, f. 2 front & back.
128 Álvarez de Toledo, Juan de Palafox..., 86.
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Escalona,  pertained to the Count-Duke’s first circle of confidence. They traveled together 

to Veracruz in 1640 but soon started to have disagreements.129

Escalona’s familial ties with the duke of Braganza, he was his cousin, played against 

him. With the Portuguese Restoration War outbreak, a faction of the Real Audiencia allied 

with the bishop Palafox questioned the duke’s loyalty. The Audiencia imprisoned Escalo-

na at a convent in 1642 and sent to Madrid, where a trial acquitted him of all the treason 

charges. In the meanwhile, the Audiencia in Mexico City recognized the bishop Palafox 

as viceroy.

During his short tenure as viceroy, Escalona forced the shipyard at Cartagena to 

provide the materials and artillery, necessary for the construction of the galleons of the 

Barlovento Fleet in La Havana. The governor at Cartagena, it seems, was set in providing 

security to the port with a small Fleet of 4 bajeles.130 The viceroy also ordered to maintain 

the Armada administration within the Cajas Reales of the Caribbean and started to form 

the military companies that would integrate the tercios del mar in the galleons.

Madrid deemed that the 0.5 million pesos that had been created thanks to the Fleet’s 

tax package in 1635 resided over stable rents. However, when the Armada’s actual tax 

collection commenced in 1637, the resources that entered in the treasury offices yielded 

less revenue than the expected in the plans. In June of 1641, the visitador general Palafox 

informed the Consejo that the monetary assets committed to financing the Fleet were not 

secure enough. He blamed the former viceroy Cadereita, for the latter had not managed 

the negotiations with the elites well enough. Among the main issues was the fact that the 

viceroy had extinguished Mexico City’s corregimiento before receiving the Cabildo’s 

actual payments. By that year, the regidores still resisted liquidating the debt. Puebla’s 

bishop realized an acute observation regarding the behavior of the taxes whose rate the 

129 “Por junio del año de 40 llego al puerto de Veracruz el señor duque de Escalona, virrey de esta Nueva 
España. Por agosto entró en México donde lo recibieron con grandeza igual a la de su excelencia según 
aquella ciudad acostumbra. Pocos días después llegó a ella el señor don Juan de Palafox y Mendoza, conse-
jero de Indias, que con retención de esta plaza vino en la misma flota por obispo de la Puebla de los Ángeles 
y visitador general de la Real Audiencia y de este Reino y a tomar las residencias a los señores Marqués 
de Cerralbo y Cadereita, que lo habían gobernado, y a otros negocios que de tanta persona necesitaban. El 
señor duque de Escalona con liberalidad y cortesía se hizo amable, el señor obispo con limosnas y virtudes 
querido, y entrambos con estar unidos y conformes y con hacerse visitas y caricias aseguraban la felicidad 
de sus tiempos. El pueblo entero, que siempre acierta más sospechando que el senado sabiendo, pronos-
ticaba la poca duración de esta concordia y se persuadía que tanto sirve entre los hombres la frecuente 
comunicación para amarse como para aborrecerse. Eran dos cabezas, la una grande para el poder, la otra 
grande para la capacidad; dos palacios de desiguales profesiones y costumbres.” BPRM, II [Manuscripts], 
1015, f. 1 front - 2 front.
130 The letter by the viceroy: AGI, Gobierno, Audiencia de México, 35, N. 13. The answer by Philip IV: 
BNE, Manuscritos, 3046, 39, f. 246 front - 247 front.
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government had increased to pay for the Armada:

The viceroy established 200,000 pesos of yearly rent over the augmentation of 2 
reales per deck of playing cards and 2% on the alcabalas. These taxes not only did 
not increase, but they have even suffered a pronounced descent. Consequently, the 
payments situated for this Fleet, proceed from the ordinary royal exchequer that 
resides in the Cajas Reales of Your Majesty.131

The letter of the visitador shows that the new Fleet’s construction consumed a myr-

iad of resources usually remitted to Castile as part of the Unión de las Armas. This out-

come was precisely the situation the Count-Duke had wanted to avert when he called for 

the special junta in August of 1635.132 Palafox also pointed out that the population in New 

Spain was resisting the new impositions. They had resorted to eluding the payment of the 

alcabala, as the tax increase had been too sudden. Perhaps the government had reached 

the ceiling of what the settlers deemed just. Given the Barlovento fleet’s bizarre history, 

they might have lacked confidence in the ulterior motives that had motivated the govern-

ment to increase the taxes. The effect was that tax collection had even diminished from 

the levels previously experienced.

Despite the harsh criticisms against the administration of Cadereita, Palafox consid-

ered that the former viceroy had at least proceeded sensibly, for he had not rushed to buy 

the vessels before knowing the actual amounts collected to sustain the Fleet. The bishop 

noted that, by the time he had arrived in New Spain to conduct the vista, the viceroy 

Cadereita had concentrated in Veracruz’s treasury office 700,000 pesos. This hefty sum 

was ready to implement the Fleet, whenever the other provinces started to incorporate the 

funds necessary to sustain it year after year properly. However, the successor of Cadereita 

as viceroy in Mexico City:

The duke of Escalona, with the desire that has to distinguish himself in the service of 
Your Majesty, started to form the Fleet and pay it with the money ready at Veracruz. 
He has designated general, admiral, captains, and the general provider assigning 
them rather high salaries. Although in reality, I have no mandate from Your Majesty 
in this point, when I understood that there were not enough funds neither to form this 
Fleet nor to sustain it, I deemed necessary to recommend him to commence by build-

131 BNE, Manuscritos, 3046, 40, f. 248 front.
132 “...lo mucho que conviene escusar que lo que viene de las Indias para la Unión de las Armas se convierta 
en el sustento de esta Armada, pues el estado de la Real Hacienda, y lo que hay a que acudir con ella, obliga 
a buscar todos los medios posibles para relevarla, y no que desde luego sea sola la hacienda de Vuestra 
Majestad la que se convierta en ello.” AGI, Gobierno, Indiferente General, 2536, 08/21/1635, f. 2 front.
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ing up the rents and, without conducting any expenses, confer on how to conduct the 
elaboration of the ships. I signaled the duke how it was against the orders of Your 
Majesty to start the expenditures before the rents were sufficiently assured. For the 
Fleet would consume rapidly without this foundation. Alternatively, Your Majesty’s 
resources should support it, which would round up, causing ruin for the remittances 
to Castile, which is very contrary to Your Majesty’s will.133

The viceroy did not heed the bishop’s warnings. By 1641, the duke had formed a 

fleet comprised of eight ships. Palafox’s opinion was that the boats, “..are of minor wing-

span, and crewed by corporals and soldiers of some respect, something which might have 

been considered a service to the king, had it not consumed the resources that should oth-

erwise have been sent to Castile.”134 The bishop even tried to persuade Escalona to send 

the armadilla to Europe, so that it could reinforce one of the fleets of the Crown there. 

Palafox assessed that the small Fleet would eventually disappear due to the lack of funds 

in America to repair it:

It would be better to send this small Fleet to Your Majesty [in Europe] to utilize it 
there, which is the same as sending him in vessels and soldiers the silver he had in 
Veracruz. Doing so in the current circumstances, would not be considered precisely 
a bad deal, for there are never enough ships and men. Moreover, it would eliminate 
the necessity to pay its upkeep from Your Majesty’s funds.135

Then, the visitador general, commented that he had encouraged the viceroy to take 

that decision, because of the complicated situation of the Empire. The rebellion in Portu-

gal would affect its capacity to provide security both in Europe and in America,

I proposed this idea to the viceroy based on the latest news that has arrived here 
from Portugal, which means that Your Majesty now needs more galleons to protect 
his coasts in Europe. If god forbid, the Dutch and the Portuguese will end up allying 
in Brazil; they will indeed come with their fleets to this Gulf of Mexico, to wait in the 
capes to attack the Indies’ Fleet. Given the size of these forces, six or seven bajeles 
would not suffice to mount any resistance.136

Palafox recognized that the situation was difficult, as the Hispanic Empire, perhaps 

for the first time, had lost the initiative of the war. The short-circuit between America and 

133 BNE, Manuscritos, 3046, 40, f. 248 back.
134 Ibid., f. 249 front.
135 Ibidem.
136 Ibidem.
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Castile that the competing powers had wanted to achieve since the late XVIth century, 

was completed with the separation of Portugal. The days of the offensive war were gone:

This small Fleet, sustained by the vassals, would have been useful when we were still 
able to wage offensive war, and the affairs were not so muddy. The enemies were not 
as dominant in the seas, as they are now with the affair of Portugal... however, the 
Fleet now becomes not only worthless, because it will have to fight against superior 
forces, but a burden for the exchequer of Your Majesty, as it will consume the fiscal 
revenue here, and it is currently more important to send as much treasure as possible 
to Spain.137

Finally, the bishop of Puebla, and future viceroy ad interim of New Spain, with his 

particular wit, described the differences of perspective when ruling from Madrid, and in 

America. He also assessed the future of the military, and its expenses, in America:

Despite being the one who solicited the most to create this Armada, if it were on my 
hand, I would not have spent a dime on it. Since I arrived here, I found that the af-
fairs’ situation was not what we believed to be. Moreover, it is my opinion that today 
the war conducted in this provinces shall be defensive: guarding the ports, paying 
the presidios by transferring the most possible to the situados, dispatching very early 
the fleets, and saving whatever is possible to increase the remittances, moderating 
with prudence and skill the Portuguese, averting them from the ports to avoid any 
possibility to lose to them.138

The assessment given here by Palafox was accurate. The epoch of the resilience 

commenced. After the Battle of the Downs in 1639, the naval power of the Hispanic Em-

pire received a blow that forced it to wage a protracted war, especially in the Caribbean. 

The Armada de Barlovento possessed a minimal combat capability, which rendered it 

unfit to attack the enemy fleets that entered in that sea. One of the first acts of government 

by Palafox, after the coup against Escalona in 1642, was to send the Armada to Seville. 

Philip IV would send it back to the Caribbean in 1644, accompanying the Indies Fleet.139

The Dutch WIC and French fleets, which started to appear recurrently after the war 

against Spain, commenced in 1635, contested the dominance of the Empire over the An-

tilles. England, despite the civil wars, also participated in the privateer activity with sin-

137 Ibid., f. 249 front & back.
138 Ibid., f. 249 back.
139 BNE, Manuscritos, 8865, f. 150 back - 151 front.
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gular success. To defend the continent, the government ramped up the expenses in the 

forts of the Caribbean, Chile, and the Philippines. This decision affected, indubitably, the 

capacity of the Real Hacienda in America to conduct remittances to Castile..

The situation of the royal exchequer in Mexico was difficult. In 1642 the Real Haci-

enda of New Spain had transferred 564,373 pesos to the presidios in the Caribbean.140 On 

top of that, each of the forts was free to demand extraordinary shipments of ammunition 

and powder. The Real Hacienda esteemed the debts of the Caja Real in Mexico to the 

situados in 1.8 million pesos. The royal exchequer had also contracted a debt with other 

creditors for 1.41 million pesos. The Armada was consuming funds typically shipped to 

Castile. Operating the transferences of funds in the Caribbean, as reported by Palafox in 

1642, was not without perils. The visitador general complained about the many times 

both silver and war material shipped to the Caribbean had fallen into enemy hands:

I have studied with some attention the remittances to the Caribbean. Notwithstand-
ing they are operated from here to La Havana, or from that port to the Barlovento 
Islands, I have noticed how insecure are the payments. Many times we have helped 
the enemies of Your Majesty with these situados, putting the bullion in their hands 
when we carry it to the presidios.141

Palafox identified the navigations to Santiago de Cuba and Puerto Rico as particu-

larly dangerous, for there many of the accidents had occurred. He noted with some quip, 

that when the governors of the Antilles sent envoys to pick the situados up in the viceregal 

capital, other kinds of accidents occurred:

It often happens when the neighbors of the Islands come to receive the situados to 
this New Spain, that there are not enough funds in the treasury office to pay them, for 
the quantities are so large. This City is so debauched and affluent that they do not 
rush to obtain the silver, and neither the officers have any haste to give it to them. 
They try to receive just enough to sustain themselves, show off, and swagger around 
the City. Although the viceroys should take care of this situation by preparing in ad-
vance the payments, they forget to do so. In the meanwhile, the godforsaken soldiers 
starve to death in the presidios of the islands.142

140 “En estas cajas de México están librados los situados de La Habana en 105,399 pesos cada año. La Flori-
da 65,123 pesos. Santo Domingo -aunque éste no corre ya por ella- pero se le deben de lo atrasado 118,370 
pesos, y a Puerto Rico 208,251 pesos y a San Martín 143,600 pesos. A [Santiago de] Cuba 42,000 pesos.” 
BPRM, II [Manuscripts], 1982, f. 20 front.
141 Ibidem.
142 Ibid., f. 22 front.
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The bishop of Puebla illustrated his affirmation with the case of Luis de Haro, who 

served in the Caja Real of San Juan de Puerto Rico. He had gambled in a game of playing 

cards the entirety of the situado for the Isle in Mexico city and had lost it. Haro had sent 

to San Juan chests full of sand, indicating that they were full of silver. Before the Puerto 

Ricans discovered the ruse, he had fled. The size of the City and the magnitude of the 

viceroyalty helped his evasion.

The viceroy Palafox proposed that the Indies’ Fleet took care of distributing the si-

tuados in the Caribbean to excuse the doubts about the loyalty of those who received the 

bullion in Mexico City. In the case the money could not be prepared to send it with the 

Fleet, the government should provide it to the envoys in Veracruz, forbidding them to go 

to Mexico City. The measures would also spare the accidents of the navigation in waters 

full of privateers. If the Fleet would not be used to transport the bullion, he pleaded that at 

least that the payments for the soldiers in the Caribbean were conducted in La Havana and 

Cartagena, for they were closer to the final destination of the bullion, and could manage 

better the situation of the situados.143

In the early 1640s, New Spain’s Real Hacienda channeled its resources to pay the 

military defense in the Caribbean and the Philippines. The Caja Real in Mexico City 

also had the mandate to send as much bullion it had available to Castile. All these com-

mitments put an immense strain on the public finances in New Spain. Palafox deemed 

that the burden supported by the contributors in the viceroyalty was reaching its limit.144 

It would be difficult to further expand the fiscal base within New Spain, without testing 

the waters of rebellion. However, the resources available still had to accomplish all the 

mandates of the fiscal policy.

The introduction of the Armada had proven that the goals set by Madrid were un-

reachable. Thus, the bishop of Puebla beseeched Philip IV to eliminate at least one of the 

mandates. This assessment would be central to one of the most significant changes in the 

fiscal policies of the Hispanic Empire towards America:

It results that if the New Spain assists Your Majesty in Castile, the royal exchequer 
will not pay the situados and other debts. Furthermore, if we pay what we owe in 
Mexico City to the situados and other creditors, Your Majesty shall not be aided. If 

143 Ibid., f. 23 front.
144 Fiscal pressure might have increased significantly in New Spain during the 1620s and 1630s. See: “Graph 
4.8. Fiscal Burden as Percentage of Welfare Ratio in Peru, New Spain and Castile. 1600-1699, Average Per 
Quinquennium” on page 322.
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Your Majesty does not put some remedy quickly, it will be impossible to send Your 
Majesty money from here or help those in the Caribbean punctually.145

Some scholars have assessed that the introduction of the Unión de las Armas drove 

the royal exchequer to the brink of bankruptcy in America.146 The Armada’s increased 

tax rates in New Spain were the last nail in the coffin of the Caja Real in Mexico.147 The 

data has shown that Philip IV and the Consejo de Indias in Madrid heard the calling from 

the viceroy. They moved their pieces and decided to ramp up the military buildup in the 

Caribbean and the Pacific. The government conducted this policy even at the cost of the 

resources sent to Seville.

However, this grim outlook of the finances in New Spain does not seem to be cor-

roborated by the evidence. Graph 6.5 displays the time series for the military expenses of 

New Spain. The series includes all the remissions to the Caribbean and the Philippines. 

145 BPRM, II [Manuscripts], 1982, f. 20 back - 21 front.
146 “La ampliación de la Unión de Armas al Nuevo Mundo en 1627 empujó a las finanzas de los virreinatos 
americanos hasta el límite de la quiebra...” Álvarez de Toledo, Juan de Palafox..., 83.
147 “Mediante una combinación de amenazas e incentivos, el sucesor de Cerralbo, el marqués de Cadereyta, 
obligó al cabildo mexicano a aceptar otro incremento del 2 por ciento en el impuesto sobre las ventas para 
financiar la nueva escuadra. Esta medida tuvo efectos devastadores sobre la economía local y empujó a la 
ciudad al borde de la bancarrota.” Ibid., 85.
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It also presents the remissions to Castile and the total expenses of the viceroyalty. From 

1640-1644, the bullion shipped from Veracruz to Seville almost ceased.148 After 1640, the 

military expenses in the northern viceroyalty also decreased, but they did not disappear.

The total expenses show, precisely, that the budget used by the Crown in New Spain 

had a sensible descent during the 1640s. Whereas during the 1630s, the Real Hacienda 

had used 26.79 million pesos, by the 1640s the spendings reduced to 19.3 million pesos, a 

fall nearing the 30%. However, by the 1650s, the expenditure was again in levels similar 

to those of the 1630s. Thus, the decade of the 1640’s saw some difficult years for the royal 

exchequer in New Spain.

Did the fiscal policy of the Hispanic Empire cause this recession of the expenditure? 

It does not seem as entirely plausible explanation. The 1640s also saw the worse years 

of mining output in the production centers of the north. Zacatecas and Durango were 

particularly affected by shortages of mercury caused by the war in the Atlantic. The con-

flagration had caused a short-circuit in the supply lines of the Hispanic Empire since the 

1620s. Also, the mining camps opened during the last decade of the XVIth century, such 

as San Luis Potosí, whose production had sustained the expansion of the fiscal resources 

during the first decades of the XVIIth century, reached maturity by this epoch, and started 

to yield less bullion.

The time series shows that these years saw a recession of the expenses. However, 

qualifying this cycle as bankruptcy or as a general crisis seems to be an overstatement. 

The policies impulsed in New Spain under the viceroys Palafox and Salvatierra, who 

reorganized the Real Hacienda in Mexico and  as viceroy in Lima, allowed the recovery 

of the public finances, even in a grave situation for the Empire in Europe. In 1642 the 

viceroy Salvatierra denounced that the Armada de Barlovento was in bad shape, for its 

boats lacked caulk and all genre of goods for its upkeep.149 He decided to send the boats 

to Spain in 1644. Returning to Spain with the Indies’ Fleet in 1645, the Barlovento Fleet 

was attached to the Armada del Mar Océano, which needed an overhaul.150  By 1655, 

the Council started to reorganize the Fleet’s finances, so that the revenue sources created 

in 1638 could be used to maintain the boats that served in the Fleet.151 The Armada was 

reorganized again in 1664, but the results continued to be underwhelming; the times of 

148 See also: “6.2 Designing the fiscal packages” on page 438.
149 AGI, Gobierno, Audiencia de México, 35, N. 19, f. 1 back.
150 AGI, Gobierno, Indiferente General, 2557, 02/12/1645.
151 BNE, Manuscritos, 3046, 35, f. 234 back.
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offensive war had passed for the Hispanic Empire.152

The data shows the existence of a continental army financed by the royal exchequer. 

It also shows an active fiscal policy intended to secure the interests of the Empire in 

America, Europe, and Asia. Nevertheless, was this military power a mere forgery that 

existed just in the heads and the books of corrupt bureaucrats in Madrid? Were these 

numbers mere fictions designed to embezzle the silver of the king?

To rapidly answer these questions, a couple of sources might provide some insight 

on this conundrum. The maps produced by Dutch cartographers working for the VOC, 

such as Joan Blaeu and Laurens Van der Hem, present a fair balance of the intelligence 

about Hispanic America, possessed by a competing European power. The information 

compiled by the Dutch shows, for the most part, the military facilities in the Caribbean. 

The atlas, manufactured during the second half of the XVIIth century, features a plan of 

the military defenses in Puerto Rico, which depicts the disposition of the main buildings 

inside the fortifications; it also includes the disposition of the pits, trenches, and artillery. 

The map provides detailed information about the depth of the water in the San Juan Bay 

so that it would allow a pilot to conduct the boat inside. Finally, the engraving displays an 

impressive lateral profile of the castle of San Felipe, as seen from the sea.153

Another Dutch author, Arnoldus Montanus, described Havana with this words in 

1671:

The chieftest City which the Spaniards possess in the West-Indies and the present 
Seat of their Governor, is Christovall de Havana... The Harbor before it is large 
and safe, for it is able to contain a thousand Ships, without the least endangering of 
one another, and yet the Entrance so narrow, between a Promontory and a square 
Fort, that two Ships cannot sail in together... On each side the Mouth of the Harbor 
is a Fort, the one call’d Mesa de Maria, which stands built on a Champain Ground; 
the other call’d Morro, which lies at the Foot of two Hills, on whose tops several 
Guns are planted, which Command the Town and Haven. Betwixt these two Forts 
is a Tower cover’d, on the top whereof is a round Lantern, wherein stands contin-
ually a Watch-man, who puts forth as many Flags as he discovers Ships at Sea, to 
give notice thereof to the City, which is a Mile from thence. Before Havana stands 
a third Castle, well stor’d with guns, as likewise the rest are, in all to the number of 
two hundred and forty, and strongly Garrison’d; of which great care was taken by 
General Jean de Texeda, and Baptista Antonelli, an Architect, sent thither by Philip 
the Second, King of Spain, to Secure the Place from all foreign Assaults, because the 

152 AGI, Gobierno, Indiferente General, 2536, 07/20/1664.
 153 See Map XLIV-79 at: Bernard Aikema et al. (eds.), The Atlas Blaeu-van der Hem of the Austrian Na-
tional Library. V. Africa, Asia and America, including the ‘secret’ atlas of the Dutch East-India Company 
(VOC) (Vols 35-46) (Amsterdam: HES & De Graaf publishers BV, 2005), 86.
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Plate-Fleet, and other Ships that come out of the West-Indies, have their place of 
Rendezvouz here, and from hence set Sail altogether for Spain.154

Moreover, the book contains several copper engravings that portray the ports of His-

panic America. Precisely, Image 6.1 displays six of these views. The illustration of La 

Havana follows the depiction of that port provided by the author in the text. The second 

picture reproduced Callao’s port in Peru at the moment of the attack by the Dutch priva-

teer Joris van Spilbergen in 1615. The latter had studied Drake’s attack on the harbor near 

the Peruvian capital in 1579, whose Fleet had encountered the place virtually undefended. 

He wanted to repeat the exploit. Nevertheless, 35 years after that attack, the Dutch fleet 

found Callao thoroughly fortified and armed with heavy artillery. Even Spilbergen’s chief 

frigate could not position itself close enough to the Spanish fort protecting the port’s 

mouth, for its artillery to cause some damage. Finally, the Dutch deemed the harbor too 

strong to be taken, thus aborting the operation and sailing north.155

Despite the many inaccuracies contained by these depictions, the pattern is reason-

ably evident: for these Dutch authors of the XVIIth century, forts, castles, city walls, and 

war galleons populated Hispanic America. The many limitations and failures experienced 

by the armies of the Hispanic Empire during the early modern era cannot be understated. 

Nevertheless, the New World’s defenses were still a power to reckon with, especially for 

those sailors and soldiers who would have to battle against them. Therefore, it is safe to 

admit that the fiscal policies impulsed by the government were vital to build and maintain 

the military capability of the Empire in America and Asia.

154 The original book in Dutch: Arnoldus Montanus, Die Nieuwe en Onbekende Weereld: of Beschryving 
van America en't Zuid-Land Vervaetende d'Oorsprong der Americaenen en Zuid-landers, gedenkwaeridge 
togten derwaerds (Amsterdam: Jacob Meurs, 1671), 154-155. The translation by Ogilby cited here: John 
Ogilby, America: Being the latest, and most accurate description of the New World; Containing the Origi-
nal of the Inhabitants and the Remarkable Voyages tither (London: White Fryers, 1671), 333-334. See also 
the maps provided by Coreal which are based on his voyages across Hispanic America during the second 
half of the of the XVIIth century: François Coreal, Voyages de François Coreal aux Indes Occidentales 
(Amsterdam: Frederic Bernard, 1722).
155 Ogilby, America..., 455.
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Image 6.1. The Ports of Hispanic America by A. Montanus, 1671
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CONCLUSION

During the XVIIth century, the royal finance system became the Crown’s primary tool to 

build an Empire in the New World. The Real Hacienda framework reached maturity and 

converted into the fabric that coalesced the many institutions that composed the Hispanic 

Empire in America. This public finance system permitted the governmental apparatus’s 

functioning, the continental defensive system, and the public works. The institution’s 

analysis has shown that the government actively sought these developments, assembling 

a homogeneous fiscal system in the process. Chance was not behind the results obtained 

throughout the century. The public finance system in Hispanic America, the Real Hacien-

da, became the vector that connected the Hispanic Empire by collecting, transferring, and 

spending the fiscal resources necessary to implement the Crown’s policies. Without the 

Real Hacienda, the Hispanic Empire in America would have evolved into a heavily frag-

mented and heterogeneous system with countless administrations sparse across the vast 

territories in the American continent and the Philippines. Part of the explanation behind 

the resilience of the Hispanic Empire in America resides on the public finance system’s 

capacity to channel resources throughout the continent.

This tour de force over the Hispanic American royal finance system has shown many 

of its highlights and limits. The Cajas Reales collected the taxes at a provincial level, 

enabling the contributors to pay their taxes conveniently. Then, the treasury offices paid 

for the public services that were situated closely. The resources could have originated 

solely from the taxes collected locally, had the province collected enough to pay for them. 

It was often the case that the province was unable to cover the expenses required by the 

exchequer entirely and received external fiscal resources to balance its budget. The audit 

system and the central direction enforced a limited set of policies regarding the fiscal sur-

plus’s final destination at the provincial, viceregal, and imperial levels. However, it is also 

true that the fiscal administration was unable to charge all the taxes directly and had to 

resort to tax farming for most of the trade taxes. The government decided to utilize third 

parties to collect taxes to improve the efficiency of the system. Although the audits’ en-

forcement was slow, and the administration remained plagued with corruption, the fiscal 

system functioned well enough to accomplish its primary goals.

The evolution of the fiscal categories that composed the Hispanic American Real Ha-

cienda’s revenue suffered a transformation throughout the century. The traditional sources 
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of fiscal revenue, the mining taxes, and the tributos experienced a downturn during the 

XVIIth century. Whereas by the quinquennium 1580-1584, mining taxes and tributes com-

posed 67.33% of the Real Hacienda’s total revenue, a century later (1680-1684), they rep-

resented only 29.48%. The Real Hacienda filled the gaps left by the categories by increas-

ing the rates over trade taxes, creating new royal monopolies, taxing the bureaucracy, and 

selling parts of the jura regalia. During the observation for Philip II’s reign, trade taxes, 

royal monopolies, and extraordinary income composed 25.42 of the royal exchequer rev-

enue. By 1680-1684 they represented 40.53 of the total. We have described these changes 

as the rise of trade taxes. Behind these developments was an economy complex enough 

to sustain taxation over the circulation of goods. The societies in the New World that de-

manded consumption goods provided by international markets. Despite the challenges, 

the Crown managed to increase the total fiscal revenue throughout the century.

Parallel to these changes in the Real Hacienda’s revenue composition, another cru-

cial development occurred in America. New Spain took over as the leading provider of 

fiscal resources for the Crown in America. We have shown how fiscal revenue increased 

in northern viceroyalty since the 1650s and surpassed Peru’s by 1665. New Spain experi-

enced a marked expansion of its economy during these years. The population grew, min-

ing production expanded, regional markets thrived. As a result, the Crown targeted New 

Spain and increased the fiscal burden. An inhabitant in New Spain might have sustained a 

fiscal burden similar to that in Castile during the second half of the XVIIth century.

Contrary to the north’s developments, the royal exchequer in Peru experienced a 

reduction of overall fiscal revenue after the 1640s. The problems experienced in Potosí 

were behind the underwhelming fiscal output of the southern viceroyalty. Nevertheless, 

Peru’s revenue did not fall at the same rate as the mining production in the La Plata district 

during the second half of the century. The increased revenue in trade taxes reinforced the 

viceregal capital’s centrality in the Crown’s overall fiscal design. By the 1650s, Lima’s 

treasury office surpassed Potosí’s as the leading provider of fiscal revenue in the southern 

viceroyalty. Despite the complications experienced in the viceroyalty, the fiscal burden 

in Peru did not fall. The diversification of the revenue allowed the Crown to maintain, at 

least, taxation levels experienced at the beginning of the century.

If the revenue experienced substantial alterations in its composition, the expenses of 

the Empire suffered an even more profound change. The primary fiscal category of the 

Royal Exchequer during the XVIth century, the remittances to Castile, reduced signifi-
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cantly after the 1640s. In 1605-1609, the Real Hacienda shipped 29.87 of its fiscal as-

sets to Seville. However, by 1685-1689, the remittances required only 0.45% of the total 

expenses in America. The Crown used these fiscal assets to finance the military defense 

in the Atlantic and the Pacific. It also used an increasing number of resources to pay the 

bureaucratic apparatus in the New World. Military defense and administrative expenses 

occupied only 20.89% of the expenses by the beginning of the century (1605-1609). By 

Charles II’s reign (measured for the quinquennium 1685-1689), they comprised 57.3% of 

Hispanic America’s public expenditure. The Crown decided to spend the bulk of the Real 

Hacienda revenue on the continent, providing public services such as military defense, 

justice, and public works.

Peru remained the leading spender of fiscal assets in America. New Spain did not 

surpass Peru’s expenditure levels even during the downturn experienced in the southern 

viceroyalty during the 1660s. The reason behind this development is New Spain’s com-

mitments to finance the military defenses in the northern Caribbean and the Philippines. 

Whereas Lima conducted the Pacific defense directly, Mexico city transferred much of its 

fiscal surplus to pay for the defensive system in Havana, Santo Domingo, La Florida, and 

Puerto Rico. The Crown also shipped an increasing amount of fiscal bullion and monies 

to Manila, to sustain its enclave in Asia.

The dissertation has portrayed a public finance system in Hispanic America whose 

categories and functioning we would hardly characterize as extractive. Instead, the Real 

Hacienda developments in Hispanic America exhibit many characteristics close to con-

temporary European public exchequers, especially those in Castile. The idea of a colonial 

and entirely dependent royal exchequer whose only motive is to transfer resources to 

Europe does not fit with the evidence assessed here.

The decision of phasing out the shipments to Castile had long-term effects on the 

relationship between the local elites in America and the Monarchy. Philip II’s govern-

ment battled with the settlers in America to enforce royal power throughout the continent. 

Control over the taxes of an ever-increasing mining production allowed him to restrain 

the settlers’ capacity to control the tributos. Moreover, under Charles I and Philip II, the 

Crown created a series of institutional frameworks in the New World to ensure the Mon-

archy’s agency in the American enterprise. However, the relationship with the elites in 

the continent remained strained. By Philip IV’s epoch, the situation had changed signifi-

cantly. To survive the onslaught of the competing European powers, the Crown needed to 
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increase America’s fiscal resources. The cooperation of the settlers was needed to revamp 

the fiscal assets in Hispanic America. The fiscal policy followed by the Crown in America 

reflects this change. We have characterized these developments as a fundamental change 

that introduced many new tax negotiation mechanisms within the continent.

The Consejo de Indias, together with the other organs of the Empire, such as the 

Consejo de Estado, the Consejo de Hacienda de Castilla, and the Consejo de Guerra, 

elaborated the budgets necessary to impulse the Crown’s fiscal policy in Hispanic Amer-

ica. The fiscal information generated by the Real Hacienda was critical to develop the 

plans that the government would convert into active fiscal policy. The Consejo de Indias 

ordered audits to the accounts of the Cajas Reales in America to evaluate the impact of 

its policies in the New World and followed the developments of the revenue closely. The 

data shows that policies as crucial for the Crown, as the Unión de las Armas, were by no 

means a failure. In the case of the Union for Peru, we could even consider it a moderate 

success.

The data presented throughout the dissertation allows assessing the fiscal categories’ 

principal trends and the Real Hacienda’s overall trajectory in the continent. However, it is 

also true that we will need better data to assess the trends and the relative importance of 

specific fiscal categories. The problem is especially acute in the expenditure of the Cajas 

Reales in Mexico City and Lima. Abating the unknown category will be possible only 

by working on the libros mayores and receipts contained at the Contaduría section of the 

Archivo General de Indias.

Peru and New Spain are the zones that have received most of the attention from the 

specialized literature. It is beyond any doubt that the interest is entirely justified, for these 

were the mainlands of the Hispanic Empire in America. However, there are still many 

gaps in our knowledge of the Caribbean and Central America’s fiscal structure. We need 

to incorporate the data of fiscal revenue and expenditure of critical zones in the Caribbean 

and Central America. We also need to deepen our knowledge of the functioning of the 

Real Hacienda in the Philippines. Incorporating data for the Cajas Reales in these zones 

will provide nuance to the assessment of the public finance system we have provided here.

Even though we have covered the century’s central debates regarding tax policy, we 

still have to integrate more information for the second half of the XVIIth century, par-

ticularly the AGI’s ledgers containing the last part of Charles II’s reign. The discussion 

regarding the fiscal policy in Hispanic America has to continue incorporating evidence 
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from the Council’s debates. In the same vein, we have to test and delimit the framework 

to analyze the Hispanic Empire’s fiscal policy, with information coming from the archives 

in the capitals of the Empire in the New World.
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ARCHIVAL SOURCES

Archivo General de Indias

• Casa de la Contratación

• Autos

765

• Contaduría

• Cajas Reales de la Isla de Cuba

1105

• Cajas Real de la Isla de Santo Domingo

1105-8

• Cajas Reales de la Nueva España

716, 845, 864, 883, 912, 922, 923, 925, 938

• Cajas Reales de las Islas Filipinas

1205, 1208, 1209

• Cajas Reales del Nuevo Reino de Granada

1377, 1474

• Cajas Reales del Reino de Perú y Buenos Aires

1814

• Papeles de la Casa de Contratación

64, 70, 88, 354

• Gobierno

• Audiencia de Charcas

1, 2, 3

• Audiencia de Chile

1, 21

• Audiencia de Filipinas

1, 27

• Audiencia de Guadalajara

1

• Audiencia de Guatemala

1, 2, 17, 24, 278

• Audiencia de Lima

1, 2, 3, 5, 6, 7, 8, 15, 35, 36, 274, 275
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• Audiencia de México

1, 2, 3, 4, 5, 13, 26, 27, 28, 30, 31, 33, 35, 39, 225, 229, 259, 260, 261, 340, 

373, 387

• Audiencia de Panamá

1, 2, 230, 240

• Audiencia de Quito

1, 2

• Audiencia de Santa Fé

1, 2, 3, 4, 18, 192

• Audiencia de Santo Domingo

1, 2, 4, 5, 6, 7, 27, 178, 535, 584, 594, 645

• Indiferente General

161, 267, 428, 614, 615, 741, 742, 743, 744, 745, 746, 747, 748, 749, 750, 

751, 752, 753, 754, 755, 756, 757, 758, 759, 760, 761, 762, 763, 764, 765, 

766, 767, 768, 769, 868, 1486, 1624, 1693, 1777, 1780, 1836, 1837, 1839, 

1840, 1866, 1867, 1870, 1871, 1872, 1874, 2366, 2536, 2537, 2557, 2690, 

2795, 2796, 3064

• Mapas y Planos

• Buenos Aires

21, 27, 33, 225

• Filipinas

7, 8

• Guatemala

5, 6, 7, 8, 9, 11, 12

• México

54, 66, 97, 567

• Panamá, Santa Fé y Quito

15 , 16, 18, 19, 20, 21, 24, 28, 31, 32, 33, 40, 45, 47, 48, 70, 82, 83, 91, 95, 

336
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Biblioteca Nacional de España

• Varios Especiales

5, 9, 10, 24, 27, 35, 39, 41, 50, 59, 65, 68, 119, 134, 160, 177, 182, 184, 

187, 190, 196, 203, 205, 206, 210, 211, 215, 216, 217, 218

• Manuscritos

268, 594, 887, 904, 984, 1001, 1082, 1164, 1447, 1923, 2010, 2341, 2346, 

2351, 

2353, 2363, 2396, 2719, 2734, 2759, 2784, 2816, 2927, 2930, 2933, 2939, 

2940, 2987, 2989, 2995, 2996, 3000, 3010, 3014, 3017, 3023, 3024, 3025, 

3026, 3034, 3035 , 3041, 3042, 3045, 3046, 3047, 3048, 3077, 3078, 3079, 

3080, 3081, 3082, 3122, 3123, 3178, 3198, 3207, 3636, 4163, 6731, 6743, 

7371, 7652, 8511, 8553, 8865, 8990, 9373, 9390, 9475, 9926, 9963, 9965, 

10422, 10933, 11030, 11137, 11261, 11262, 11592, 11725, 12055, 12977, 

13228, 17599, 17617, 18203, 18429, 18619, 18633, 18640, 18643, 18658, 

18658, 18717, 18721, 18722, 18728, 19282, 19387, 19521, 19699, 20210, 

20212, 20261

• Raros

3080

Biblioteca del Palacio Real de Madrid

• II [Manuscritos]

46, 175, 1015, 1278, 1632, 1633, 1634, 1981, 1982, 1984, 2347, 2579, 

2628, 2825, 2836, 2841, 2842, 2844, 2846, 2847, 2848, 2853, 2858, 2860, 

2863, 2876, 2879, 2885, 2887, 2888, 2894, 2895, 3286

• VII [Mapas]

46
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1. Caja de las Tres Llaves from the treasury office of the army in Flanders c.a. 1630

Collection of the Museum of the Army in Toledo, Spain.
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2. Klein and TePaske Database

AgRubrosCaja

MonedaData

gIDInstitucionLista
IDInstitucionMonarq…
IDLugar
zID

PeriodosFiscales FiltroRubro
IDCategoriasCargoK…
IDDistrito
IDGobierno
IDInstitucionMonarq…
IDLugar
IDPeriodoFiscal
IDProvincia
IDRamo
IDRubro
zID

Cargo

IDDistrito
IDInstitucion
IDLugar
IDProvincia
zID

zInterfaz RamosCargo_LegacyLegacyCargo LegacyDataFaltantes LegacyCargoFaltant… CargoModelado DataModeladoLegacyData ExportarArcMapCargo ExportarArcMapData

Marjolein Netherlands

RamosData IDRamo
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2.1 Database Relationships
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2.2 Script to model the data

17 de agosto de 2020 15:53:41 -1-KleinAndTePasKe.fmp12 - DataValoresFaltantes

ModeladoDatosFaltantes: DataValoresFaltantes

Set Error Capture [ On ]

Go to Layout [ “DataModelado” (DataModelado) ]

Perform Find [ Specified Find Requests: Find Records; Criteria: DataModelado::IDModelado: “1” ]
[ Restore ]

Go to Record/Request/Page
[ First ]

Loop
Set Variable [ $IDPeriodoFiscal; Value:DataModelado::IDPeriodoFiscal ]

Set Variable [ $IDCategoriaCargo; Value:DataModelado::IDCategoriasDataKlein ]

Set Variable [ $IDLugar; Value:DataModelado::IDLugar ]

Set Variable [ $IDCargo; Value:DataModelado::zID ]

Go to Layout [ “PeriodosFiscalesDatModelado” (PeriodosFiscalesDataCatKlein) ]

Perform Find [ Specified Find Requests: Find Records; Criteria: PeriodosFiscalesDataCatKlein::IDLugar: “$IDLugar” ]
[ Restore ]

Sort Records [ Keep records in sorted order; Specified Sort Order: PeriodosFiscalesDataCatKlein::FechaInicio; ascending ]
[ Restore; No dialog ]

Go to Record/Request/Page
[ First ]

Set Variable [ $TotalRecords; Value:Get (FoundCount) ]

Loop
If [ $IDPeriodoFiscal = PeriodosFiscalesDataCatKlein::zID ]

Set Variable [ $PosicionOriginal; Value:Get ( ActiveRecordNumber ) ]

Set Variable [ $DiasTranscurridos; Value:PeriodosFiscalesDataCatKlein::DiasTranscurridos ]

Set Field [ PeriodosFiscalesDataCatKlein::gIDCategoriaDataKlein; $IDCategoriaCargo ]

If [ $TotalRecords - $PosicionOriginal ≥ 1 ]

Go to Record/Request/Page
[ Next; Exit after last ]

Set Variable [ $ValorSiguiente1; Value:PeriodosFiscalesDataCatKlein::ValorPorDiaCategoriaData ]

Set Variable [ $Caso; Value:$Caso + 1 ]

Go to Record/Request/Page [ $PosicionOriginal ]
[ No dialog ]

End If
If [ $TotalRecords - $PosicionOriginal ≥ 2 ]

Go to Record/Request/Page [ $PosicionOriginal + 2 ]
[ No dialog ]

Set Variable [ $ValorSiguiente2; Value:PeriodosFiscalesDataCatKlein::ValorPorDiaCategoriaData ]

Set Variable [ $Caso; Value:$Caso + 1 ]

Go to Record/Request/Page [ $PosicionOriginal ]
[ No dialog ]

End If
If [ $PosicionOriginal ≥ 1 ]

Go to Record/Request/Page
[ Previous ]

Set Variable [ $ValorAnterior1; Value:PeriodosFiscalesDataCatKlein::ValorPorDiaCategoriaData ]

Set Variable [ $Caso; Value:$Caso + 1 ]

Go to Record/Request/Page [ $PosicionOriginal ]
[ No dialog ]

End If
If [ $PosicionOriginal ≥ 2 ]

Go to Record/Request/Page [ $PosicionOriginal - 2 ]
[ No dialog ]

Set Variable [ $ValorAnterior2; Value:PeriodosFiscalesDataCatKlein::ValorPorDiaCategoriaData ]
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17 de agosto de 2020 15:53:41 -2-KleinAndTePasKe.fmp12 - DataValoresFaltantes

ModeladoDatosFaltantes: DataValoresFaltantes

Set Variable [ $Caso; Value:$Caso + 1 ]

Go to Record/Request/Page [ $PosicionOriginal ]
[ No dialog ]

End If
Set Variable [ $ValorNuevo; Value:$ValorAnterior2 + $ValorAnterior1 + $ValorSiguiente2 + $ValorSiguiente1]

Set Variable [ $ValorProcesado; Value:Case (
$Caso = 1 ; $ValorNuevo*$DiasTranscurridos;
$Caso = 2 ; ($ValorNuevo/2)*$DiasTranscurridos;
$Caso = 3 ; ($ValorNuevo/3)*$DiasTranscurridos;
$Caso = 4 ; ($ValorNuevo/4)*$DiasTranscurridos

) ]

Go to Layout [ “MonedaCargo” (MonedaCargo) ]

New Record/Request
Set Field [ MonedaCargo::Moneda; $ValorProcesado ]

Set Field [ MonedaCargo::IDData; $IDCargo ]

Set Field [ MonedaCargo::IDTipoDeMoneda; 1 ]

Commit Records/Requests
[ Skip data entry validation; Force Commit ]

Set Variable [ $Caso; Value:"" ]

Set Variable [ $PosicionOriginal; Value:"" ]

Set Variable [ $ValorSiguiente1; Value:"" ]

Set Variable [ $ValorSiguiente2; Value:"" ]

Set Variable [ $ValorAnterior1; Value:"" ]

Set Variable [ $ValorAnterior2; Value:"" ]

Set Variable [ $ValorNuevo; Value:"" ]

Set Variable [ $ValorProcesado; Value:"" ]

Exit Loop If [ 1 = 1 ]

Else
Go to Record/Request/Page

[ Next; Exit after last ]

End If
End Loop
Go to Layout [ “DataModelado” (DataModelado) ]

Go to Record/Request/Page
[ Next; Exit after last ]

End Loop
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3. Stamp Duty in Hispanic America, 1640. Second-Category Seal, of 6 Reales

AGI, Gobierno, Audiencia de México, 373, f. 86 front.
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4. Quinquennial revenue of the Hispanic American Real Hacienda. Ordered by fiscal category and 
viceroyalty

Quinquennium New Spain* Peru*
1600-1604 12.79 19.74
1605-1609 12.63 18.99
1610-1614 8.81 18.47
1615-1619 10.16 14.64
1620-1624 10.91 14.88
1625-1629 10.24 17.46
1630-1634 12.97 19.53
1635-1639 13.30 18.45
1640-1644 14.90 16.74
1645-1649 16.21 20.52
1650-1654 12.94 17.40
1655-1659 14.55 15.97
1660-1664 10.26 15.91
1665-1669 11.76 14.75
1670-1674 13.53 14.31
1675-1679 18.43 14.83
1680-1684 18.83 16.56
1685-1689 19.39 15.65
1690-1694 18.75 13.65
1695-1699 12.87 13.44
Total 274.23 331.88
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

4.1 Total Revenue
Quinquennium New Spain* Peru*

1600-1604 3.20 7.66
1605-1609 2.90 7.48
1610-1614 2.65 8.00
1615-1619 3.40 6.35
1620-1624 3.22 7.44
1625-1629 3.33 8.08
1630-1634 3.43 8.99
1635-1639 2.87 7.33
1640-1644 2.54 4.26
1645-1649 2.11 6.73
1650-1654 2.26 5.35
1655-1659 2.56 5.36
1660-1664 2.15 3.93
1665-1669 2.47 3.92
1670-1674 3.09 3.53
1675-1679 3.01 3.41
1680-1684 3.18 4.98
1685-1689 3.32 4.19
1690-1694 3.52 3.99
1695-1699 2.40 3.81
Total 57.62 114.81
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

4.2 Mining Taxes
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Quinquennium New Spain* Peru*
1600-1604 3.43 2.13
1605-1609 3.37 2.59
1610-1614 3.50 1.65
1615-1619 2.08 1.40
1620-1624 3.10 1.25
1625-1629 3.33 1.30
1630-1634 4.27 1.85
1635-1639 2.97 1.92
1640-1644 2.57 1.64
1645-1649 3.32 2.50
1650-1654 2.78 2.13
1655-1659 2.66 2.56
1660-1664 2.09 1.56
1665-1669 1.96 2.12
1670-1674 1.71 2.94
1675-1679 1.44 3.59
1680-1684 2.22 3.73
1685-1689 1.97 4.22
1690-1694 1.81 3.45
1695-1699 1.91 1.61
Total 52.48 46.14
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 
Maravedis.

4.3 Royal Monopolies
Fecha New Spain* Peru*

1600-1604 2.38 0.94
1605-1609 2.36 1.26
1610-1614 1.81 1.01
1615-1619 1.70 1.00
1620-1624 1.60 1.12
1625-1629 1.85 1.44
1630-1634 1.78 1.28
1635-1639 3.05 1.67
1640-1644 3.24 2.55
1645-1649 2.39 2.53
1650-1654 1.93 2.70
1655-1659 2.46 1.97
1660-1664 1.78 2.15
1665-1669 2.04 2.26
1670-1674 2.43 2.55
1675-1679 3.00 2.77
1680-1684 2.48 2.95
1685-1689 2.78 2.17
1690-1694 2.96 1.60
1695-1699 1.91 1.64
Total 45.92 37.56
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 
Maravedis.

4.4 Trade Taxes
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Fecha New Spain* Peru*
1600-1604 1.60 1.84
1605-1609 2.39 1.41
1610-1614 0.75 1.40
1615-1619 0.96 0.93
1620-1624 1.39 1.48
1625-1629 1.30 2.09
1630-1634 2.19 2.16
1635-1639 1.51 2.87
1640-1644 1.35 3.89
1645-1649 1.09 4.50
1650-1654 1.41 2.11
1655-1659 2.16 2.34
1660-1664 0.87 3.37
1665-1669 1.07 1.51
1670-1674 0.77 1.85
1675-1679 1.16 1.70
1680-1684 1.81 1.16
1685-1689 0.59 1.27
1690-1694 0.89 0.87
1695-1699 0.56 0.96
Total 25.82 39.71
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 
Maravedis.

4.5 Extraordinary Income
Fecha New Spain* Peru*

1600-1604 0.87 0.70
1605-1609 0.74 1.08
1610-1614 0.80 0.88
1615-1619 0.93 0.93
1620-1624 0.90 0.87
1625-1629 0.59 1.08
1630-1634 1.12 1.30
1635-1639 0.90 1.34
1640-1644 0.80 1.12
1645-1649 1.26 0.95
1650-1654 1.06 1.37
1655-1659 1.19 1.23
1660-1664 0.87 1.30
1665-1669 0.96 1.14
1670-1674 0.83 1.19
1675-1679 1.02 1.47
1680-1684 0.98 1.23
1685-1689 1.04 1.34
1690-1694 1.23 0.79
1695-1699 1.03 0.90
Total 19.11 22.24
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 
Maravedis.

4.6 Church Contributions
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Fecha New Spain* Peru*
1600-1604 1.58 2.17
1605-1609 0.83 1.21
1610-1614 0.75 0.74
1615-1619 0.68 0.47
1620-1624 0.68 0.53
1625-1629 0.50 0.58
1630-1634 0.29 0.50
1635-1639 0.49 0.57
1640-1644 1.10 0.71
1645-1649 1.06 0.48
1650-1654 1.12 0.52
1655-1659 1.38 0.45
1660-1664 1.06 0.48
1665-1669 1.08 0.55
1670-1674 1.32 0.69
1675-1679 1.49 0.64
1680-1684 1.49 0.78
1685-1689 1.48 0.87
1690-1694 1.41 1.04
1695-1699 0.90 0.95
Total 20.70 14.95
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 
Maravedis.

4.7 Indian Tributo
Fecha New Spain* Peru*

1600-1604
1605-1609
1610-1614
1615-1619
1620-1624
1625-1629
1630-1634 0.12 0.12
1635-1639 0.37 0.48
1640-1644 0.20 0.51
1645-1649 0.04 0.62
1650-1654 0.04 0.47
1655-1659 0.05 0.46
1660-1664 0.05 0.44
1665-1669 0.06 0.43
1670-1674 0.07 0.34
1675-1679 0.13 0.39
1680-1684 0.29 0.36
1685-1689 0.29 0.34
1690-1694 0.27 0.26
1695-1699 0.20 0.24
Total 2.18 5.46
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 272 
Maravedis.

4.8 Contributions of the Bureaucracy
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5. Quinquennial expenses of the Hispanic American Real Hacienda. Ordered by fiscal category and 
viceroyalty

Quinquennium New Spain* Peru*
1600-1604 11.64 31.46
1605-1609 12.39 30.51
1610-1614 11.34 29.42
1615-1619 11.53 24.63
1620-1624 11.43 17.87
1625-1629 11.33 18.95
1630-1634 13.52 27.60
1635-1639 13.28 31.18
1640-1644 9.31 29.65
1645-1649 9.99 28.82
1650-1654 11.71 28.83
1655-1659 14.87 25.98
1660-1664 9.74 17.93
1665-1669 11.02 17.37
1670-1674 12.63 15.73
1675-1679 16.65 17.50
1680-1684 16.12 17.38
1685-1689 17.31 22.17
1690-1694 16.83 19.77
1695-1699 10.95 17.52
Total 253.59 470.28
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.1 Total Expenses
Quinquennium New Spain* Peru*
1600-1604 2.21 2.70
1605-1609 2.74 3.19
1610-1614 3.56 2.45
1615-1619 4.63 4.59
1620-1624 3.55 3.93
1625-1629 3.96 5.08
1630-1634 4.51 4.40
1635-1639 4.18 3.39
1640-1644 3.13 4.21
1645-1649 2.63 5.40
1650-1654 2.58 4.16
1655-1659 4.42 4.80
1660-1664 3.22 5.07
1665-1669 2.97 4.65
1670-1674 3.34 4.28
1675-1679 3.47 5.26
1680-1684 4.26 6.24
1685-1689 5.46 6.87
1690-1694 7.23 5.58
1695-1699 3.68 4.68
Total 75.73 90.93
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.2 Military
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Quinquennium New Spain* Peru*
1600-1604 3.51 8.64
1605-1609 4.43 8.38
1610-1614 3.22 8.01
1615-1619 2.11 4.53
1620-1624 3.21 5.26
1625-1629 2.12 5.53
1630-1634 4.43 7.11
1635-1639 4.36 8.85
1640-1644 0.38 9.11
1645-1649 5.44
1650-1654 7.95
1655-1659 3.89
1660-1664 2.27
1665-1669 1.89
1670-1674 1.06
1675-1679 1.15
1680-1684 0.21
1685-1689 0.18
1690-1694 0.62
1695-1699 0.25
Total 27.77 90.34
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.3 Sent to Castile
Quinquennium New Spain* Peru*
1600-1604 0.76 2.32
1605-1609 0.68 2.32
1610-1614 1.12 3.62
1615-1619 1.04 4.04
1620-1624 1.01 3.31
1625-1629 1.39 2.95
1630-1634 0.94 2.67
1635-1639 0.92 2.71
1640-1644 1.51 2.42
1645-1649 1.17 2.97
1650-1654 1.43 2.58
1655-1659 1.24 2.60
1660-1664 1.03 3.56
1665-1669 1.29 3.73
1670-1674 1.39 3.69
1675-1679 1.42 4.53
1680-1684 1.40 5.17
1685-1689 1.67 8.62
1690-1694 1.69 7.76
1695-1699 0.81 3.50
Total 23.91 75.07
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).

*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.4 Administrative Expenses
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Quinquennium New Spain* Peru*
1600-1604 1.13 0.28
1605-1609 0.97 0.35
1610-1614 1.27 0.34
1615-1619 1.48 0.48
1620-1624 1.19 0.56
1625-1629 1.28 0.77
1630-1634 1.28 0.47
1635-1639 1.24 0.37
1640-1644 1.01 0.34
1645-1649 0.96 0.29
1650-1654 1.43 0.41
1655-1659 1.45 0.42
1660-1664 1.10 0.62
1665-1669 1.22 0.71
1670-1674 1.17 0.86
1675-1679 1.23 0.92
1680-1684 1.32 0.63
1685-1689 1.23 0.38
1690-1694 1.24 0.36
1695-1699 0.64 0.25
Total 23.82 9.80
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.5 Public Works
Quinquennium New Spain* Peru*
1600-1604 0.58 1.00
1605-1609 0.30 1.40
1610-1614 0.15 1.22
1615-1619 0.21 0.79
1620-1624 0.18 2.79
1625-1629 0.43 2.98
1630-1634 0.11 2.06
1635-1639 0.31 1.01
1640-1644 0.24 1.59
1645-1649 0.16 1.41
1650-1654 0.25 2.09
1655-1659 0.69 2.45
1660-1664 0.18 1.79
1665-1669 0.30 1.02
1670-1674 0.07 1.14
1675-1679 0.10 0.59
1680-1684 0.65 0.72
1685-1689 0.39 0.96
1690-1694 0.16 0.59
1695-1699 0.13 0.39
Total 5.60 27.97
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.6 Debt Service
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Quinquennium New Spain* Peru*
1600-1604 0.85 1.80
1605-1609 1.22 0.95
1610-1614 0.49 0.97
1615-1619 0.30 0.53
1620-1624 0.26 0.38
1625-1629 0.33 0.54
1630-1634 0.27 0.23
1635-1639 0.28 0.29
1640-1644 0.53 0.50
1645-1649 0.40 0.27
1650-1654 0.53 0.23
1655-1659 0.88 0.08
1660-1664 0.60 0.34
1665-1669 0.83 0.38
1670-1674 1.02 0.54
1675-1679 1.29 0.46
1680-1684 1.53 0.48
1685-1689 1.11 0.50
1690-1694 0.94 0.55
1695-1699 0.57 0.55
Total 14.21 10.57
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.7 Justice Expenses
Quinquennium New Spain* Peru*
1600-1604 0.41 0.27
1605-1609 0.06 0.18
1610-1614 0.07 0.24
1615-1619 0.04 0.18
1620-1624 0.02 0.11
1625-1629 0.01 0.08
1630-1634 0.01 0.03
1635-1639 0.01 0.01
1640-1644 0.05 0.00
1645-1649 0.02 0.17
1650-1654 0.02 0.11
1655-1659 0.02 0.20
1660-1664 0.00 1.12
1665-1669 0.01 0.65
1670-1674 0.12 0.68
1675-1679 0.09 0.57
1680-1684 0.03 0.23
1685-1689 0.02 0.28
1690-1694 0.02 0.13
1695-1699 0.01 0.05
Total 1.04 5.30
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).
*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

5.8 Refunds
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6. Quinquennial series for the juros and préstamos of the Real Hacienda

Quinquennium Juros 
(Expenses)*

Accumulated Long-
Term Debt (5%)*

1600-1604 0.03 0.67
1605-1609 0.01 0.21
1610-1614 0.10 1.97
1615-1619 0.12 2.43
1620-1624 0.15 2.99
1625-1629 0.20 3.94
1630-1634 0.17 3.49
1635-1639 0.11 2.23
1640-1644 0.18 3.65
1645-1649 0.39 7.85
1650-1654 0.45 8.94
1655-1659 0.44 8.72
1660-1664 0.47 9.32
1665-1669 0.44 8.77
1670-1674 0.42 8.50
1675-1679 0.42 8.42
1680-1684 0.39 7.79
1685-1689 0.40 7.91
1690-1694 0.41 8.24
1695-1699 0.32 6.32

Sources: Klein & TePaske (1982). Klein & TePaske 
*All values in Millions of Pesos de a Ocho of 272 

6.1 Juros and Long-Term Debt

Quinquennium Prestamos 
(Revenue)*

Prestamos 
(Expenses)*

1600-1604 0.62 1.55
1605-1609 0.90 1.69
1610-1614 0.43 1.27
1615-1619 0.40 0.88
1620-1624 0.57 2.82
1625-1629 0.50 3.21
1630-1634 0.67 1.99
1635-1639 1.04 1.21
1640-1644 1.38 1.64
1645-1649 1.15 1.18
1650-1654 0.44 1.89
1655-1659 0.67 2.71
1660-1664 0.69 1.50
1665-1669 0.33 0.88
1670-1674 0.06 0.78
1675-1679 0.09 0.27
1680-1684 1.17 0.99
1685-1689 0.36 0.95
1690-1694 0.53 0.34
1695-1699 0.27 0.20
Sources: Klein & TePaske (1982). Klein & 
TePaske (1986).

*All values in Millions of Pesos de a Ocho of 
272 Maravedis.

6.2 Préstamos
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7. Quinquennial series for the Administrative Operations of the Hispanic American Real Hacienda

Quinquennium Administrative 
Operations*

1600-1604 3.12
1605-1609 3.85
1610-1614 4.92
1615-1619 5.90
1620-1624 6.79
1625-1629 4.87
1630-1634 5.50
1635-1639 4.75
1640-1644 3.25
1645-1649 2.06
1650-1654 3.65
1655-1659 4.09
1660-1664 2.99
1665-1669 1.67
1670-1674 2.93
1675-1679 2.22
1680-1684 5.16
1685-1689 5.68
1690-1694 4.20
1695-1699 2.70
Total 80.29
Sources: Klein & TePaske (1982). 
Klein & TePaske (1986).
*All values in Millions of Pesos de a 
Ocho of 272 Maravedis.

7.1 Administrative Expenses
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8. The Count of Lemos, president of the Consejo de Indias, to Philip III. About the creation of new ju-
ros in Hispanic America

AGI, Gobierno, Indiferente General, 751, 08/14/1608.

Señor.

El Duque de Lerma ha escrito a mi, el Conde de Lemos, que para acudir a algunas cosas muy precisas del 

servicio de Vuestra Majestad y bien de estos Reinos, ha sido servido Vuestra Majestad de resolver que se ven-

dan en las Indias 100,000 ducados de renta de juro al quitar sobre las cajas reales de ellas, a los precios más 

aventajados que es posible, con que ninguno baje de 20,000 el millar, y que lo procedido de ellos se traiga por 

cuenta aparte y a riesgo de Vuestra Majestad a la casa de la contratación de Sevilla en los galeones y flotas 

del año de 1609 y si no se pudiere enviar todo el dicho año lo que faltare se traiga precisamente el de 1610, y 

que Vuestra Majestad manda que en esta conformidad se hagan los despachos necesarios y se envíen en una 

zabra despachándose para este efecto por cuenta de Vuestra Majestad, y que los duplicados podrán ir en los 

galeones o flotas.

Y habiéndose visto en el Consejo, como quiera que en cumplimiento de ello se han hecho los despachos 

necesarios, repartiéndose la venta de estos juros en el Perú, Nuevo Reino de Granada y Nueva España y Gua-

temala, en la forma que por ellos se verá y se han mostrado, Cristóbal de Ipeñarrieta, del Consejo y Contaduría 

Mayor de Hacienda de Vuestra Majestad que tanta experiencia tiene de estas materias, y van a su satisfacción.

Ha parecido al Consejo que, cumpliendo con su obligación, la tiene de representar a Vuestra Majestad los 

inconvenientes que se ofrecen en la ejecución de esta resolución, por los cuales, habiéndose platicado algunas 

veces en el Consejo antes de ahora, en otras ocasiones que esto se ha dado por arbitrio para desempeñar el 

patrimonio de Vuestra Majestad en estos Reinos, ha parecido ser cosa muy dañosa para lo mismo y perjudicial 

a toda buena consideración en materia de Estado, entre los daños que de esto se consideran.

El primero es que, hallándose Vuestra Majestad al presente tan alcanzado y tan empeñadas sus rentas 

reales en estos sus reinos y señoríos y en Europa, y no habiendo quedado otro reparo de las necesidades que 

de esto se siguen, ni otro refugio para el socorro de ellas y sustento de los precisos gastos de Vuestra Majestad, 

sino lo que viene de las Indias. Si esto se empeña y carga de juros, como lo de acá, se pondrá todo en mayor 

aprieto y necesidad, la cual aumentará, si se quiere reparar como al presente. Vendiendo más cantidad de juros 

en las Indias se viene a abrir una puerta muy grande, [para] que todas las rentas de ellas se vengan a consumir 

como las de estos reinos, sin que en los unos y en los otros le quede alguna [renta] a Vuestra Majestad, espe-

cialmente que la [hacienda] de las Indias no se ve que vaya en aumento, y los gastos en ellas para sustentarlas 

en gobierno, y justicia en lo temporal, y para el aumento y ornato de lo espiritual, y para la defensa y amparo 

en armas y presidios forzosos, van aumentando sin poderlo escusar.

Considerase así mismo que siendo en materia de Estado la razón que mas se debe considerar la depen-
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dencia que conviene que aquellos reinos tengan de estos para su mayor seguridad en obediencia y religión, 

que de vender a los vecinos de las Indias rentas fijas y perpetuas allá, se quita en gran parte el depender ellos 

de estos reinos. Porque viéndose con haciendas seguras, perpetuas y bien pagadas, han de dejar la manera de 

vivir que ahora tienen de mercaderes, y teniendo acá sus correspondencias han de cesar en ellas, de los cuales 

y de estos reinos se irán olvidando poco a poco, viniendo a cundir este olvido de unos a otros hasta buscar 

cómo, contentándose con su tierra, no dependen de otra alguna, lo cual se irá aumentando al paso que estas 

situaciones y rentas se fueren vendiendo en mayor cantidad.

También se advierte que todo el dinero que se ha de sacar de esto para Vuestra Majestad, se quita a la 

contratación y comercio, y por esta causa se extenúa y acorta, pues siendo los que han de comprar estos juros 

mercaderes, pues casi todos los vecinos que tienen hacienda en aquellos reinos, lo son en cuanto en esto ocu-

paren, es cierto lo habían de ocupar enviarlo a emplear a éstos, y la cantidad que había de venir para el efecto, 

se ocupará en la compra de lo que Vuestra Majestad vende, de que resultarán dos daños, el dicho cesar del 

comercio, y causar perdidas a los mercaderes de España, que con fianza de los que habrán de venir a comprar 

de las Indias se habrán prevenido de qué venderles, y el mayor que perteneciéndole a Vuestra Majestad de lo 

que viene a emplearse a estos reinos, y vuelve empleado a aquellos, de todos derechos la tercia parte el dinero 

que ahora se le da a Vuestra Majestad, obligándose a pagar réditos de él, en tres años lo venia a embolsar sin 

quedar con obligación de pagarlos, y no se puede poner duda en que sea el mismo dinero, si se atiende a que en 

todas las ocasiones que hay de enviar a emplear dinero a estos reinos, o cualquiera parte donde haya comercio, 

proceden tan animosamente contra sus haciendas los mercaderes de las Indias que se barren las plazas y casas 

de dinero hasta que de las minas y de otras partes van restaurando lo que por junto se sacó.

También se considera que muchos de los mineros de más sustancia emplearán su caudal en estos juros y 

se retirarán dejando el beneficio y labor de las minas, que por no haber ahora comodidad para ello, no lo han 

podido hacer, de que resultará sacarse menos plata y disminuirse los quintos reales que de ella pertenecen a 

Vuestra Majestad y traerse tanta menos [plata] a estos reinos.

En la venta de estos juros se considera se hace a la República en aquellas partes el daño que en esta se ha 

sentido, que es vendiéndose [a] los hombres rentas firmes y seguras, que no les cuestan trabajo, sino que sin 

él fructifican, todos se dan al ocio, no quieren trabajar, dejan la cultura de la tierra, el beneficio de las minas, 

cesa el tráfico, disminuyese por esto las alcabalas y almojarifazgos, haciéndose viciosos, inquietos, maqui-

nan novedades con el descanso que producen tales efectos, lo cual es mas dañoso en aquellos reinos por ser 

miembros tan distantes del corazón y cabeza, por estar las cosas menos asentadas que por acá, y ser en ellos 

más necesario el ilustrar las ciudades con edificios, cultivar las tierras, abrirlas de nuevo, plantar e inventar 

con el trabajo nuevas formas de aumentarlas, y porque, en suma, es éste el que asegura los ánimos y rinde las 

voluntades, y hace a los hombres conservarse en obediencia.

Las cuales razones, por haber parecido al Consejo de tanta consideración, le ha parecido representarlas a 

Vuestra Majestad, porque vistas se sirva de mandar lo que mas pareciere convenir. En Madrid a 14 de agosto 

1608.
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Consejo de Indias. A 14 de agosto 1608.

Con el despacho sobre la venta de los 100,000 ducados de renta sobre las cajas reales de las Indias y los incon-

venientes que se ofrecen en la ejecución de esta resolución.

Respuesta de Su Majestad.

Quedo muy agradecido del celo con que el Consejo me dice lo que se le ofrece, junto con enviarme a firmar 

los despachos. Y nadie más que yo quisiera escusar este medio a ser posible, mas la necesidad presente, le ha 

venido a hacer forzoso. Y no es mi intención que sea esta renta de los 100,000 ducados perpetua, sino como 

empeño para algunos años, los menos que se pudiere, al cabo de los cuales, se hallan de redimir, con que ce-

sarán los inconvenientes que habiendo de quedar esta renta enajenada a la carga se representaban. Conforme a 

esto, no he podido dejar de firmar los despachos, y así lo van, y a me parecido muy bien la distribución que se 

ha hecho de repartirlo en diversas partes. Conviene mucho que se envíen luego despachos y procúrese que en 

los galeones del año 1609 venga lo que entonces hubiere procedido de estos juros, y ordénese a los virreyes y 

gobernadores pongan gran cuidado en ello y así os lo encargo mucho.
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9. Quinquennial series for the Fiscal Pressure in the Hispanic American Real Hacienda.

Quinquennium New Spain Peru Castile
1575-1579 1.67% 3.33%
1580-1584 2.71% 6.65%
1585-1589 3.96% 7.87%
1590-1594 5.27% 10.53% 31.43%
1595-1599 6.11% 10.52% 28.89%
1600-1604 7.16% 11.18% 21.74%
1605-1609 7.24% 10.86% 23.63%
1610-1614 5.28% 10.64% 25.51%
1615-1619 6.20% 8.66% 26.81%
1620-1624 6.77% 8.85% 27.89%
1625-1629 12.38% 9.69% 28.51%
1630-1634 15.82% 10.79% 28.99%
1635-1639 16.61% 10.31% 29.47%
1640-1644 18.89% 9.48% 29.07%
1645-1649 20.94% 11.49% 27.31%
1650-1654 17.21% 10.00% 25.74%
1655-1659 18.75% 9.42% 23.88%
1660-1664 13.36% 9.55% 21.75%
1665-1669 14.88% 9.09% 19.90%
1670-1674 16.63% 9.03% 18.92%
1675-1679 31.24% 8.67% 18.00%
1680-1684 31.32% 9.80% 17.08%
1685-1689 31.74% 9.51% 16.19%
1690-1694 30.30% 8.56%
1695-1699 21.20% 8.63%
Sources: For the Hispanic American Fiscal Revenue: Klein & 
TePaske (1982). Klein & TePaske (1986). For the Castilian 
Fiscal Revenue: Andrés & Lanza (2008).  Population figures 
for Peru and New Spain: Arroyo & van Zanden (2015). 
Nominal Annual Wage, Cost of Subsistence and Welfare Ratio 
for Peru and New Spain by Arroyo Abad et al. (2012). For the 
Castilian Cost of Subsistence and Nominal Annual Wage: 
Allen (2001).

9.1 Fiscal Pressure
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