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ABSTRACT
| argue here that the economy of the early Roman Empire was primarily a
market economy. The parts of this economy located far from each other
were not tied together as tightly as markets often are today, but they till
functioned as part of a comprehensive Mediterranean market. There are two
reasons why this conclusion isimportant. First, it brings the description
of the Roman economy as a whole into accord with the fragmentary
evidence we have about individual market transactions. Second, this
synthetic view provides a platform on which to investigate further questions
about the origins and eventual demise of the Roman economy and about

conditions for the formation and preservation of marketsin general.
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A Maket Economy in the Early Roman Empire

The economy of the early Roman Empire has been an object of study for at least the last
century. The discussion has been marked by continuing debate, known sometimes asthe
primitivist/modern debate and at other times as the Finley debate, following his famous Sather
lectures, The Ancient Economy. This paper is a contribution to this debate, written by an
economist rather than an ancient historian. My purpose isto define the concept of a“market
economy,” and to seeif it fits the evidence we have for the early Roman Empire.

Finley declared that, “ancient society did not have an economic system which was an enormous
conglomeration of interdependent markets.”* He drew implicitly on research by Polanyi to
oppose the views of Rogtovtzeff within the field of ancient history and those of Fogd and
Engerman in economic history, but he did not explicitly join their conceptua apparatuses.?
Morris summarized the debate fueled by Finley’s dramatic lectures in his foreword to the 251
anniversary edition and argued that the controversy is il vigoroustoday.® | hopeto darify the
issuesin this debate and even resolve the debate for the period of the early Roman Empire.

| argue here that the economy of the early Roman Empire was primarily a market
economy. The parts of this economy located far from each other were not tied together as

tightly as markets often are today, but they ill functioned as part of a comprehengve

1 M. 1. Finley, The Ancient Economy (1973), 22-23.

2K. Polanyi, The Great Transformation (1944); K. Polanyi, The Livelihood of Man (1977); M. Rostovtzeff,
The Social and Economic History of the Roman Empire (1957); R. W. Fogdl and S. L. Engerman, Time on
the Cross (1974).

%1. Morris, ‘Foreword', in M. . Finley, The Ancient Economy, updated ed. (1999), iX-XXXVi.
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Mediterranean market.* There are two reasons why this conclusion isimportant. Fird, it
brings the description of the Roman economy as awhole into accord with the fragmentary
evidence we have about individual market transactions. Second, this synthetic view provides a
platform on which to investigate further questions about the origins and eventua demise of the

Roman economy and about conditions for the formation and preservation of marketsin generd.

Models and Tests

Finley called for models of the ancient economy both in hislecturesand in his
subsequent “Further Thoughts.™ Thisis agood approach. But what doesit mean to use a
mode of the ancient economy? A modd is an abstract representation of redity. Itissmpler
than redlity of necessity becauseit is crested by socid and naturd scientists who can only
conceptudize afew dimengons of redity a atime. Moddstypicaly are manipulated in order
to reach conclusions, and they have to be smple enough for their formulators to manipulate.
With the advent of computers, we can dedl with much more complex mode s than before, but
the most useful models often are the smplest.

Most economic models assume the existence of amarket economy. The models show how
ingtitutions or other economic forces affect prices, quantities, and related variablesin one or
more indudtries or, sometimes, in the economy asawhole. The vaue of the modd is two-fold.

Firg, it provides a smplified description of events that can be repeated and discussed. Second,

4 Thisanalysisissimilar in spirit to K. Hopkins, ‘ Taxes and Trade in the Roman Empire’, JRS, 1980, but
concentrates on the processes by which resources were allocated, in contrast to Hopkins' concern with the
alocation itsalf.

5 Finley, The Ancient Economy (1999), 27, 182.



it allows economigs to test counter-factual propostions. That is, the economist can ask what
would have happened if the indtitutions or other economic forces had been different than they
actualy were. The resulting counter-factua history is not an account of events as they
happened; it is a conjecture about what would have happened had history been different. The
conjecture is conditional onthe modd. If the modd is a poor one, the conjecture will be poor
aswdl. And the conjectureis limited by the mode; it can only track the variables in the model
in the counter-factua world.

How can we tdl whether amodd ispoor? Thisisaquestion that has energized
generations of philosophers of science, and | will attempt only the most concrete answer here.
A good modd fits the observed facts more closely than a poor one. This gpparently smple
datement has three important components. First, any model depends on the facts behind it. If
new data are discovered, models may need to be changed. Stated differently, good models are
not made up out of whole cloth; they are didtillations of the avallable data. One advantage of
using amode isthat it often suggests the need for more data to settle open questions and setsin
motion data searches that have proven successful in many fields of economic history. Second,
there mugt be aranking by which one can tdl which modd fits the facts more closgly than
another. When there is an abundance of numerical data, modern statistics and econometrics
provide tests that economic historians use. When the data are quditative, asthey generdly are
for the early Roman Empire, lessforma tests have to be used. Third, no modd isgood in the
abgiract; it is better or worse than an aternative.

Thislast point iscritica. Economicsis acomparative science. The story istold of an

economist who meets a colleague while walking across campus.  The colleague hails the



economist and asks, “How are your children?’ The economist responds, “ Compared to
wha?’ Thisresponse, only dightly exaggerated in this sory, istypica of economigts.
Economic modes are supported by showing that they are superior to another, often called the
“null hypothesis” The null hypothes's of most economicsisthat there is awell-functioning
market, that prices are determined by supply and demand. Thisis a problem for the study of
the Roman economy, becauseit is precisdy thistypicd null hypothess that needs to be tested.

| propose to test the hypothesis that there was a market economy in the early Roman
Empirein two stages. | will argue first that many individua actions and interactions are seen
best as market transactions. | then will argue that there were enough market transactions to
congtitute a market economy, thet is, an economy where most resources are alocated by prices
that are free to move in response to changes in underlying conditions. More technicaly | will
argue that markets in the early Roman Empire typically were equilibrated by means of prices.

| begin by presenting the aternatives to which market transactions are to be compared
and the dternatives to which amarket economy isto be compared. Thelogica starting point,
as for so much of thisliterature, is Polanyi. He provided ataxonomy of interactions that has
been used widdly. He asserted that, “The main forms of integration in the human economy are,
as we find them, reciprocity, redistribution, and exchange.”® These forms describe different
way's to organize the economic functions of any society. Reciprocity, asthe term suggedts, isa
system in which people aim toward a rough ba ance between the goods and services they
receive and that they give to others. The reciproca obligations are determined by socid

obligations and tradition, and they change only dowly. This organization can be formadized, as

8 Polanyi, The Livelihood of Man, 35-36.



in Mdinowski’s Trobriand Idanders, or amply followed with informa or implicit rules.
Redigtribution is a system in which goods “ are collected in one hand and distributed by virtue of
custom, law, or ad hoc centrd decision.”” This system is present in units as smal as
households, where it is known as householding, as wel asin the taxation levied by modern
dates. The essentid characteridtic isthat a centrd authority collects and distributes goods and
savices. Exchangeis the familiar economic transaction where people voluntarily exchange
goods for each other or for money. Polanyi’s categories appear frequently in books about
various aspects of classcd antiquity, from Peacock and Williams on amphorae to Jongman on
Pompeii to Garnsey on food.?

Polanyi’s definitions of these different forms of integration are appeding, but imprecise.
They suggest three models of interaction; we need to make them precise enough that we can
choose between them. Pryor proposed tests in a study of primitive and peasant economies that
can be used to differentiate Polanyi’ s forms of integration.® Pryor distinguished between what
he called exchanges and trandfers. Exchanges are ba anced transactions where goods or
sarvices are exchanged for other goods or services of equal vaue. This of courseisthe kind of
behavior most often observed in markets. Transfers are one-way transactions where goods
and services are given without adirect return. Grants, tributes, and taxes are dl trandfers,
Pryor excluded “invisbles’ from this accounting, so thet taxes are consdered to be transfers

rather than an exchange of goods or money in order to purchase socid order or military

" Ibid, 40.

8D. P. S. Peacock and D. F. Williams, Amphor ae and the Roman Economy (1986); W. Jongman, The
Economy and Soci ety of Pompeii (1988); P. Garnsey, Famine and Food Supply in the Graeco-Roman
World (1999).

9F. L. Pryor, The Origins of the Economy: A Comparative Study of Distribution in Primitive and Peasant
Economies (1977).



success. Thisexcluson is necessary because one can dways hypothesize an invisble gain that
makes d| transactions baanced. In that case, there is no way to discriminate between different
forms of behavior.

Pryor subdivided exchanges into those in which the ratio of goods or services
exchanged can vary and those in which it cannot. The former may or may not involve money;
the latter do not. He termed the former, market exchange; the latter, reciproca exchange. The
use of money isagood index of thisdigtinction, as are changes in the exchange ratio over time.
In the presence of money, of course, changes in exchange ratios are expressed as changesin
prices. Pryor divided transfersinto centric and non-centric ones. Centric transfers are
between individuasin asociety and “an inditution or an individua carrying out a societd-wide
role.”* In the Roman context, large-scale centric transfers would be those with the Imperid
authorities. If the grain to feed Rome were provided by taxes or tribute, this would be a centric
trandfer. If the grain were obtained by purchasing it with money, then this would be a market
exchange.

These categories are observable, that is, they provide boxesinto which activities and societies
can be placed with confidence. They aso correspond closdy to Polanyi’ s forms of economic
integration. Polanyi’ sfirst form, reciprocity, is composed of Pryor’s non-centric transfers and
reciprocal exchanges. His second form, redistribution, is accomplished by centric transfers.
Histhird form, exchange, is characterized by what Pryor caled market exchange. In fact,

Pryor’s project can be seen as away to make Polanyi’ s classification empirically testable, not

01bid., 34.



necessarily reaching Polanyi’s conclusion that ” price-making markets [are] the exceptiona
occurrence in history.”**

This tri-part schema corresponds aso to adivison of individud behavior. | have
argued that people even today relay on amixture of behaviora modes, choosing which oneto
use as aresult of interna and externa forces.? These forces can be represented on two
dimensions. One dimension measures internd forces aong an index of persond autonomy.
The other dimension indexes the rgpidity of change in the externa environment. \When people
are less autonomous and change is dow, they typicdly utilize cusomary behavior. When
change israpid and persond autonomy is neither very high nor very low, then people use
command behavior. When persond autonomy is high and the pace of change is moderate,
people employ ingrumenta behavior, that is, they have explicit godsin mind and choose
actions that advance their plans. These different modes of behavior correspond to the three
types of organization used in economic life. Customary behavior generdly is used for non-
centric transfers and reciproca exchanges, that is, in reciprocity. Command behavior is typica
of centric transfers, thet is, reditribution. And instrumenta behavior is used in market
exchanges.

There consequently are two types of tests we can use to discriminate between the
various kinds of integration. Prices are used in market exchanges, but not in non-centric
transfers. They may gppear in reciproca exchanges, dthough they will not vary in response to

economic conditionsin that context. Variable prices then can be used as markersfor the

1'W. G. Nedle, ' The Market in Theory and History’, in K. Polanyi, C. M. Arensberg, and H. W. Pearson
(eds.), Trade and Marketsin the Early Empires (1957), 371.
2P, Temin, ‘Modes of Behavior’, Journal of Economic Behavior and Organization 1 (1980), 175-95.
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presence of market exchange. Phrased differently, we can infer from the existence of prices
that market exchange more closely describes the interaction containing the prices than
reciprocity or redistribution. Of course, we will need to make sure that these prices can vary
over time to make sure that the prices are not smply stable markers of a non-centric exchange,
thet is, a specific type of reciprocity.

In addition, people will behave ingrumentaly in market exchanges, not cusomarily or by
command, since these two modes of behavior are typicd of reciproca and redigtributive
organizations. Thoughts are observed far less easily than prices, dthough ancient sources often
report the former more volubly than the latter. Nevertheless, we can ask when ancient authors
describe thar activities if they are describing indrumental, customary or command behavior.
We do s0 by comparing how well each modd of behavior fits the described actions or the
imputed thoughts.

The anadlyss so far tells how to find market exchanges in the early Roman Empire. But how
many market exchanges are needed to make a market economy where most resources are
alocated by pricesthat are free to move in response to changes in underlying conditions?
Thereisno generd answer to this question, for most economists ded with market economies
and have no need to test its very existence. It is necessary to compare Rome with other
economies to see the nature and extent of market exchanges in market economies. England
and Holland in the 17" and 18" century, shortly before the Industrial Revolution, had
economies that everyone agrees were market economies based on agriculture. Yet evenin
these market economies, a substantial part of marketed output was dlocated by centric

transfers rather than by market exchanges. Taxesin Britain were over 10 percent of national
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income, and taxes in Holland were over 40 percent of the income of unskilled laborers, of
which about half came from excise taxes on goods consumed by workers. Some market
exchanges aso had characteritics of reciprocity and customary behavior. Large public works
in both countries, primarily to drain land and (in Holland) contain the seq, were paid for by
wedthy men, mostly but not exclusvely large landowners. Nomina wages stayed congtant for
many years a atime in the market economy of early modern England, even though the price of
gran fluctuated widdly, suggesting thet the “labor market” was at least partly an oxymoron; the
employment relation often was reciprocal exchange.®

Even though there were extensive non-market transfers and exchanges, most resources
in pre-indugtrid Britain and Holland were dlocated by markets. This can be seen by
contragting them with economies that were not primarily market economies. The feudd
economy described by Marc Bloch was a customary economy.* Most transactions were
made without prices as tenants worked on the lord’ s land part of the time and as vassals
entertained lords to show their fedlty. In addition, many transactions were centric transfers as
tenants and vassals transferred resources—their labor or the produce of their tenants
labor—to lordsin return for protection in the chaotic world of the medieva period. As
obligations were written down and then commuted into money payments, the cusomary feuda

economy developed into early modern market economies.

¥ H. Phelps Brown and S. V. Hopkins, A Perspective of Wages and Prices (1981); P. K. O’ Brien, ‘The
Political Economy of British Taxation, 1660-1815’, Economic History Review 41 (1988), 1-32; R. Floud and D.
N. McCloskey, The Economic History of Britain since 1700, Second Ed., V. 1. 1700-1860 (1997); J. de Vries
and A. van der Woude, The First Modern Economy: Success, Failure, and Perserverance of the Dutch
Economy, 1500-1815 (1997).

14 M. Bloch, Feudal Society (1961).
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Centrally planned economiesin 20" century Russia and China were command
economies. Russan indugtries and Chinese farms were compelled to delivery quantities of
goods according to a centrd plan. Pricesin the Soviet Union were fixed for long periods of
time. Planners expected firms to innovate out of the love of socidism. When that did not work,
they set ahigher, but il fixed, price for “new goods.” Not surprisngly, many old goods were
relabeled as new goods, and there was no increase in innovation.”> There were not even prices
in the countryside of China until quite recently, asfar as we can see, only production quotas.
Only now that market reforms are being introduced are farmers sdlling produce for a price
instead of delivering a quota

Thereisno forma test to decide which kind of economy we are observing. The classfication
of these few economies should appear clear, which of course iswhy they were chosen. But for
an economy about which we have fewer preconceptions we will need to ask severd questions.
Do the most important commodities, like food and lodging, have prices that move? Arethere
many transactions in which price gppearsto play alarge part? Do prices move to clear

markets?

Market Exchanges and a Market Economy
There are many sources for the history of Rome, but they are curioudy slent on
guestions of economic organization. Literary evidence does not suggest a focus on economic
affairsin ancient Rome, but then it does not have thisfocus today. If dl we knew about the

modern economy came from the files of the Times Literary Supplement or the New York

15 J. S. Berliner, The Innovation Decision in Soviet Industry (1976).
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Review of Books, we would be hard-pressed to understand the economic indtitutions that
enabled the authors represented in these publications to pursue therr literary interests. In
addition to being limited, the literary evidence we have dso was compiled by medievd scholars
who were uninterested in market activity. Greene argues that the literary evidence used by
Hnley in The Ancient Economy fallsto reved the technologicd progressin the ancient world
that is visblein the archeologica record.’® | argue that there is economic information in the
literary sources when interpreted in the proper context.

We observe isolated prices for many Roman goods, but we lack continuous series of
comparable prices for goods and services, as many historians have noted. Markets do not
generate a permanent record of changing prices; price series exist only if someone or some
agency had an interest in collecting them. Newspapers reported prices in pre-industrid Europe
and America, but we do not have newspapers from ancient Rome. (The most complete ancient
price series, ironicaly, comes from Babylon.'") We do have abundant evidence that many
goods and services had prices .’® Renters paid rent on their gpartmentsin Rome, employers
paid wages to free workers and rent for daves, travelers paid for food and drink for themselves
and their animals® These are the ordinary prices of a market economy, showing that many of

the goods and services used in the course of ordinary life were valued by price and paid for by

16 K. Greene, ‘ Technological Innovation and Economic Progressin the Ancient World: M. . Finley Re-
Considered’, Economic History Review 53 (2000), 29-59.

17 A L. Slotsky, The Bourse of Babylon: Market Quotations in the Astronomical Diaries of Babylonia
(1997).

18 A, C. Johnson, Roman Egypt to the Reign of Diocletian (1936); R. Duncan-Jones, The Economy of the
Roman Empire: Quantitative Studies (1982); D. Rathbone, Economic Rationalism and Rural Society in
Third Century A.D. Egypt (1991).

1® CIL 4.138; Cicero, An Essay about Duties, 1.42; Tacitus, Annals, 6.13, 12.43; CIL 4.1679.

13



money. The Diocletian price control edict of 301 attempted to fix awide variety of prices® It
was not as extensive as, say, the Preisstop Decree issued by the Nazisin the 20" century,? but
it revedls that there were flexible market prices that the authorities wished to control.

The abundant evidence of Roman coinage testifies to the common use of coinsasa
means of payment. Theissue hereis not the Sze of the money supply—a contentious
issue—but rather whether it makes sense to spesk of amoney supply a dl. Howgego argued
that coin was used for transactions throughout the Roman Empire.? Egypt was fully monetized,
and he assarted that records of transactions in other distant areas showed them to involve
money rather than barter. Even in the countryside, people carried coin while traveling. It
seems obvious that they carried coin in anticipation of spending their money buying goods and
sarvices in market exchanges.

In addition to prices for goods and services for immediate delivery, we have many
examples of loans. One example, from a Dacian gold-mining village in 162 CE, shows a
common form:

Julius Alexander, the lender, required a promise in good faith that the loan of 60
denarii of genuine and sound coin would be duly settled on the day he requested it.
Alexander, son of Cariccius, the borrower, promised in good faith that it would be so
settled, and declared that he had received the sixty denarii mentioned above, in cash, as
aloan, and that he owed them. Julius Alexander required a promise in good faith that
the interest on this principa from this day would be one percent per thirty days and
would be paid to Julius Alexander or to whomever it might in the future concern.

Alexander, son of Cariccius, promised in good faith that it would be so paid. Titius
Primitius stood surety for the due and proper payment of the principa mentioned above

2 CIL 3.805-09.

2L Reichskommissar fiir Preisbildung, ‘ Mitteilungsblatt des Reichskommissars fiir die Preisbildung’, 1937-38
(Bundesarchiv RD13/1).

2 C. Howgego, ‘ The Supply and Use of Money in the Roman World 200 B.C. to A.D. 300", JRS 82, 1-31.
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and of theinterest. Transacted at Alburnus Maior, October 20, in the consulship of
Rusticus (his second consulship) and Aguilinus?

We have many other records of loans, not aways so complete. For example, awoman
loaned 3500 drachmas to another woman in Egypt for one year at the sametime, 141 CE, a
the same interest rate, 420 drachmas for a one-year loan, by a draft on a private bank.?* This
loan is noteworthy because it extends the previous example in severa dimensons while
recording an essentidly similar transaction. The Egyptian loan was between women and
effected by a bank draft, suggesting an even more sophisticated market transaction than the
Dacian |loan.

The rate of interest on loans varied, showing that these |oans were not a a traditiona
level, but not dl rates arefound. The interest rate dmost aways was in the range of four
percent to 12 percent, seldom higher than the rate in these provincid loans. This range may
reflect a prohibition on loans a more than 12 percent, athough Andreau argued that our
evidence for alegd limit is not trong.?® When the interest rate was higher, it typicaly was not
15 or 16 percent, but 24 or 48 percent.® The variation shows that these loans were not a
reciproca exchange at afixed rate; they were market exchanges. The apparent absence of
intermediary rates suggests that the Romans may have had difficulty caculating rates. They
quoted them on amonthly basis, asin the loan described here, and the most common rates

were multiples of twelve. Monthly rates tended to range from smple fractions to three or four

B CIL 3.934-35.

2 P.Tebt. 11 389, quoted in Jane Rowland, Women and Society in Greek and Roman Egypt (1998), 254-55.
% J, Andreau, Banking and Business in the Roman World (1999), 90-94.

% Cicero, 2 Verr. 3.165-70; Brutus' loan to Salamisin Cyprus.
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percent, perhaps because lenders used Roman numeras. Roman markets could not operate
with the precison of modern markets, but that does not mean they did not operate at dl.

Other aspects of the Dacian loan transaction testify to its market nature. It isaloan of coin,
demondirating again that money was used commonly in the early Roman Empire. Prices, in
other words, were not Smply accounting units; they were used in economic exchanges. The
loan was guaranteed by a third person, showing that it was not a socid act between the two
principals. It even was assgnable to an unspecified person, as reveded by the statement that
interest might be paid to someone other than the lender. This loan was not negotiable in our
modern sense, but it had some sophisticated financid attributes. The loan was written down to
provide awritten record in case the lender defaulted; the effort of recording the loan only was
worthwhile if there was recourse to a court in that eventudity. The loan was a binding contract,
not asociad obligation mediated by socia pressure. This loan was made north of the Danube
River, far avay from Rome, showing that market activity was not restricted to the city of Rome
aone.

Were the interest rates for |oans connected to other interest rates? Duncan-Jones
discussed the outstanding evidence on the profitability—his word—of Roman agriculture?’ He
employed the records of over 100 perpetud foundations set up to fund government child-
support grants (the alimenta) in many Itdian townsin the second century to caculate interest
rates. They ranged, with only very few exceptions, from five percent to twelve percent;

Duncan-Jones could not detect trends by the size of foundations nor the dates from the limited

2 Duncan-Jones, The Economy of the Roman Empire, 132-38.
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data Andreau argued that the interest rate on loans typicaly was higher than the return on land
and explained the difference by the greater risk in lending money. %

The concepts of profitability and interest rates makes sense within market economies,
these are market concepts. Andreau may have been indulging in anachronigtic reasoning when
he argued that higher-risk investments earned higher returns, but the literature on loans only
makes sense if ancient Romans could choose to invest their money in different ways, thet is, if
they were not constrained by command or custom. Clark used exactly thiskind of evidenceto
argue about interest ratesin 17" and 18" century England. He presented data on the
profitability of English agriculturd foundations to contest an assertion based on the rate of
interest on government loans. He did not need to defend the proposition that investors would
both be able and want to put their money in the asset that would earn the highest return.?®

It is hard to know how to interpret the Roman evidence on interest and profit in a
reciproca or redistributive organization of economic activity. The Smilarity between the rate of
interest on the Roman agricultural foundations and the rate for monetary loans suggests strongly
that there was a capital market in ancient Rome. A prosperous ancient Roman looking to elther
lend or borrow could look either to urban loan companies or to agricultura foundations, at least
in Itay. This does not mean that Rome had a capital market that resembled a modern banking
system, only that there were market transactions organized in away that dlowed people to

choose the kind of economic activity in which they wanted to participate.

2 Andreau, Banking and Business in the Roman World, 94.
2 G. Clark, * The Political Foundations of Modern Economic Growth: England, 1540-1800', Jour nal of
Interdisciplinary History 46 (1996), 563-88.
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Can we find evidence of instrumenta behavior that suggests how ancient Romans regarded
these prices? According to Plutarch, Cato “used to lend money in what is surely the most
disreputable form of speculation, that is the underwriting of ships. Those who wished to
borrow money from him were obligated to form alarge association, and when this reached the
number of fifty, representing as many ships, he would take one share in the company.”® Cato’s
activities, even if not reported completely accurately by Plutarch, presuppose a variety of
market conditions existed even before the formation of the Empire. Maritime loanswere a
matter of routine; there were ship owners who needed credit to finance trade, and there were
lenders who had capitd to invest. Ship owners formed companies, and these associations
goparently could be responsible for severd ships, evenif not quite 50. There were multiple
investors in such companies, for Cato was only one among an unknown number of other
investors.

Plutarch’s account also reveds quite sophiticated instrumenta behavior. The risk in maritime
loans was well known, and Cato understood that diversification reduces risk. He used
diversfication to reduce hisrisk by buying asmdl share of many shipsinstead of owning one or
more ships by himsdlf. Thisisthe samekind of behavior that a modern investor uses when
buying amutud fund. We cannot suppose that Cato had the range of investments open to him
that a modern investor has or that he knew the theories of diversification that have been
formulated in the 20" century. We must however conclude that his behavior was not command
or cusomary; it was instrumenta as he tried to earn money in a market context. And

Plutarch’ s reference to 50 other investors suggests that Cato was not done. We do not know

%0 pjutarch, Cato the Elder, XX1.5-6.
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at this point whether such investments were restricted to the city of Romeitsdf or were
available more generdly in the empire, dthough interest-bearing loans were being made as far
away as Dacia.

| conclude therefore that we have ample evidence of extensve market prices and
exchangesin the Principate. This view agrees with that of some recent historica research.
Rathbone provided a careful andysis and discusson of Egyptian prices, noting that the paucity
of extant prices made any conclusion about them tentative. He argued nonetheless, “Asfar as
we can judge, the prices for wheet, wine and donkeys were basically formed by the operation
of free-market forces, that is the fundamentals of supply and demand in a monetised
economy....The pricesin private sales seem, on the whole, to be ‘red’ prices arrived at
individudly by market bargaining rather than being sandardised, customary or notiona
prices.”® Interms of the mode used here, the prices represent extensive market exchanges
typica of amarket economy, not reciproca exchanges typica of an economy based on
reciprocity.

It is not enough, however, to show that prices were widespread. Prices affect the
alocation of resources in market economies, and we need to have evidence of this causal
relaionship as well asindications of the pricesthemselves. An inscription from Letein
Macedoniain Hadrian' stime shows that prices equilibrated grain markets. “The city celebrates
Manius Sdarius Sabinus, a gymnadarch and benefactor, who very often in times of shortage

sold grain more chegply than the current price and when the emperor’ s army was passing

%1 Rathbone, “Prices and Price Formation in Roman Egypt’, Economie antique, Prix et formation des prix
dansles economies antiques (1997), 211.

19



through, provided for the annona 400 medimnoi of whest, 100 of barley and 60 of beans,
plus 100 metretae of wine, much cheaper than the current price.”*2 The inscription celebrated
an intervention in afunctioning market when prices rose in regponse to the added demand as
the army was passing through. In normd times, people could buy food in markets; only in
extraordinary circumstances was unusua activity called for and celebrated. Grain and other
food shortages caused the price of foodstuffs to rise, and the city’ s benefactor sold food at a
lower price to dleviate the shortage. Price equilibrated the markets for grains and other food, in
other words, but people were not dways happy with the price needed to produce this
equilibration. Even today, the question is posed whether government should intervene to offset
amarket price when the price of an important commodity like ail rises sharply.

The biggest markets for food, if they were markets, were in the city of Rome. Thecity's
population in the Principate generdly is estimated at about a million inhabitants. Romein the
early Roman Empire therefore needed alot of supplies—20 to 40 million modii of grain ayesr,
about 150-300,000 tons, plus extensive supplies of oil and wine*® It was far cheaper to ship
food across the Mediterranean than over land—as it would remain until the advent of the
rallroad. Grain was shipped over the seato Rome from Sardinia, Scily, Africaand Egypt. Oil
was exported to Rome from Spain and Africa® The Mediterranean was “closed” by bad
westher for four months ayear from November until March, and dangerous for about two

additiond months on ether Sde. There must have been alarge amount of shipping coming in

%2 Quoted in Garnsey, Famine and Food Supply in the Graeco-Roman World, 247-48.

3 G. Rickman, The Corn Supply of Ancient Rome (1980), 10; Garnsey, Famine and Food Supply in the
Graeco-Roman World, 191, 231.
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and out of Ostia during the summer, even though large ships went to Puteoli in the Bay of
Naples, where grain was transshipped into smaler vessds for the coastd trip to Ogtia.

How was this shipping organized? If this grain was offered to Rome as tribute or had been
commandeered directly by Roman authorities, then this movement of grain was acentric
transfer. If this movement resulted from sdes of grain by farmers, it was composed of a series
of market exchanges even if the grain was purchased from tax revenues. Hopkins began his
discusson of the Roman economy with the “unexceptiond” propodtion that most Roman taxes
were paid in money. He noted that there were taxes of grain in kind from Egypt and Africa,
used for free digtribution in Rome, the annona, but only asmdl part of the grain imported into
Rome—perhaps 15 percent—was for free distribution.® Rickman argued théat the grain for the
annona was purchased with public funds, but Garnsey and Sirks stayed with the “prevailing
view” that grain for Imperia distribution was collected separately from other taxesand in
kind.*® The bulk of grain imports, not destined for the annona, must have been privately
owned. The imports were too large to have been arranged by customs or reciprocity. If they
were the result of redistribution, the Roman authorities would have had to use an extensve
bureaucracy to manage the huge flows of grain and oil. There is no evidence that the Imperid
government had the requisite large bureaucratic administration.

Itaian farms were exempt from taxation, and they sold varied products to Roman and other
urban consumersin market exchanges. Many examples of Itdian farmers sdling their produce

in the early Roman Empire have survived. The farmers sold, not to get money to pay taxes, but

%5 Hopkins, ‘ Taxes and Trade in the Roman Empire’; B. Sirks, Food for Rome (1991), 21.
% Rickman, The Corn Supply of Ancient Rome, 40-42; Garnsey, Famine and Food Supply in the Graeco-
Roman World, 232; Sirks, Food for Rome, 25.
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to pay rent and buy articles they did not produce themsdves. Italian farmers could transport
their goods to an urban market and sdll them there, hire ships or space on shipsto carry their
produce to market, or sdll their crops to middlemen at the farm gate.® Cato, writing alittle
before the Principate, reported sample contracts for the sdle of olives, grapes and wine. The
question of who bore the risk of wine spoilage was addressed explicitly in the contract of sde3®
These transactions were exchanges, not unidirectiona transfers, and they were market
exchanges aswell. The digtinction between market and reciprocd exchange is whether the rate
of exchange—the price—can vary. There were no traditiona or fixed rates of exchangesin
these cases. There were pricesthat could vary and paymentsin money. The exchanges were
market exchanges, that is, purchases and sales.

Rathbone argued that market activity existed in rura areas aswell as urban, a least in
Egypt. The records he found for estates in Egypt were replete with prices for myriad goods
and services. Not only were there prices for grain and for donkeys, but also prices for services
offered by various craftsmen and workmen. Rathbone concluded that the Appianus estate was
composed of many parts whose activities were coordinated to exploit economies of scale,
aded by a sophisticated accounting system that was in the spirit of double-entry
bookkeeping.*® The estates whose records have survived were connected to and part of a
market economy.

The ships used to trangport grain aso were not the property of the Imperid state. They

were not, like the army, operated directly by the state. The operation was far too complex for

5”N. Morley, Metropolis and Hinterland (1996), 159-74.
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the smdl bureaucracy at the head of the Empire, and ships—Ilike land—were privately owned.
Rickman sated badly that “private enterprise was the backbone of the whole business’ of
shipping grain to Rome*® It was the context in which Cato operated.

How did one engage aship in the early Roman Empire? “The Romans had the habit of inviting
tenders from the highest bidder to farm out much or dl of what the State needed, by way of a
contract, aredemptura.” Shipping contractswith navicularii, people making commercid use
of ships, were used to obtain grain for the imperid digtributions, the annona, in Rome. A
navicularius could appoint amagister navis to accompany the ship in his place, and he could
form a societas which could survive the degth or bankruptcy of one of its members. Contracts
usudly were for five years*

These arrangements do not sound like command behavior or centric transfers; bidders
are not following orders, and contracts are not commands. The arrangements also do not
appear to be reciprocd exchanges or non-centric transfers, that is, Polanyi’sreciprocity. As
with the grain itsdf, the sheer scae of the shipping required to feed Rome would have required
alarge bureaucracy to maintain a set of fixed exchanges that would accomplish the needed
task. In addition, ancillary records are consstent with market exchange, not reciprocity. For
example, there were maritime loans to finance shipping with insurance provisons. Theloans
had an interest rate a which they were to be repaid, but there was no obligation to repay if the

shipwaslogt. In other words, the lender shared the risk of shipping with the ship owner and

40 Rickman, The Corn Supply of Ancient Rome, 27-28.
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the owner of the ship’s contents. The interest rate was high in order to compensate the lender
for bearing thisrisk.#? Thisis a sophisticated economic transaction.

The organization of Mediterranean trade in the early Roman Empire appearsto
resemble the organization of trade in the New England colonies around 1700. There too ship
owners combined with others so that ships were owned by multiple investors. Most investors
owned shares in only afew ships, three or fewer, but afew rich men owned sharesin up to 70
ships. In colonid New England, the associations of investors typically lasted only for asingle
voyage. Theinvestors varied among voyages, athough the repetitions of subgroupsin these
shifting combinations reveals the existence of table investment groups*® We do not know if
Roman companies had longer lives than their colonid New England counterparts, but conscious
divergfication to reduce risk can be only instrumenta behavior designed for market exchanges.

The financid system in the early Roman Empire aso had some of the attributes of amodern
monetary system. There even was aliquidity crissin 33 CE in which interest rates rose, loans
were caled in, and land prices collgpsed. Tiberius made available a substantia sum of money
to be loaned to landowners without interest for three years to restore liquidity.* Thiscrisis
exposed severd aspects of the Roman economy. Members of the aristocracy were borrowing
fredy. Loanswere not restricted to specific activities, but pervaded al ranks of Roman life.
The price of land was not fixed. It wasamarket price that could fal when putative sdlers

outnumbered buyers. People with land could sdll as they wished, and people could buy if they

42 Andreau, Banking and Business in the Roman World, 54.
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had the money. Thiswell-documented financid crids demondtrates clearly that prices were
used to equilibrate both the financiad and land markets.

It seemslikely that dmost dl farmers were aware of market prices. We do not have many
records from the most humble of farms, but even they do not seem to have been isolated
householding cocoons. They were not fully autarchic, whatever their ams may have been.
They paid taxes, they sold produce and bought items even though most of their consumption
was of homegrown food. As dways, records from Egypt are more abundant; they suggest that
market activity extended dl the way down the economic ladder. "Other incidenta evidence
from the Heroninos and related archives shows that the rurd poor often functioned
economicdly as family units whose members smultaneoudy engaged in awide range of
activities, including farming smdl plots of owned or leased land, leasing animas and utilities such
as presses and bathhouses, fixed-term and casud |abouring, petty retailing, fishing, domestic
crafts and so on.™*

Wherever information on production and consumption has survived, so has evidence of
market exchanges. It would be strange indeed if farmers and craftsmen operating in this
context did not take these prices into account when planning their activities. Roman prices, in
other words, contained information about the availability of goods and even about the
advantage to be gained from selling farmers own produce. Thisistherole of pricesin a market
economy.

The respongveness to prices can be demonstrated from the actions of upper class

Romans aswell. We do not learn about their petty purchases, as we would not hear of the
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Rothschilds laundry bills. But we do see them buying and sdlling land, asillugtrated by the
liquidity crigsof 33. These transactions clearly were market exchanges. The price of land
changed, and senators were senditive to changesin the price. They were not engaged in
informal transfers or fixed, repetitive reciproca exchanges when they purchased land. Nor did
they seem to be following orders from a centrd authority that would be typical of command
behavior and centric transfers.

A detalled land register from Itdy, the Trganic inscription from Vdea, shows that
much Itdian land was privatdy held and could be vaued in monetary terms. Eqtatestypicdly
were composed of discrete holdings that had been acquired through inheritance, marriage and
purchase. These parces could be aggregated by summing their valuesto get an overdl
vauation. But the average vaue of different parcdsin this area varied “remarkably little,” even
though the number of parcels owned varied alot.*®

A roughly uniform price of land in a given region does not ssem odd to us. Weliveina
market economy where arbitrage and other market activities tend to bring pricesfor smilar
goods and services into anarrow range. Some prices gpproach uniformity more completely
than others, but markets tend to bring dl prices together. Remarkably smdl loca variation in
Roman land prices could have come about by accident, but the uniformity does not appear to
have been the result of chance. Far more likdly, it was the result of market exchanges, that is,
of purchasers rushing to buy land that was offered chegply and thinking long about buying

expensve land. Of course, land is not homogeneous, and there is no reason to expect the price

46 CIL 11.1147; R. Duncan-Jones, Structure and Scale in the Roman Economy (1990), 127.
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of dl land even in alocd areato bethe same. Loca variation, however, appears to be the
result of market conditions rather than of traditiona or ritual forces*’

Senators land-holdings routindy were vaued in monetary terms. Fliny bought land
adjacent to hismain estate at Tifurnum to consolidate the scattered parcels he had acquired
from inheritance and marriage.®® As before, Pliny’s purchases show that land ownership was
neither traditiond and bound by indienability rules nor centraly directed. The primary
productive asset of ancient Rome was dlocated by the market. Landed estates in the market
economy of pre-industrid Britain were subject to more restrictive rules than those of ancient

Rome.

Limitsto a Market Economy

It isacommon view that prices should be equa in amarket. But the law of one price
may not hold in any red market. Even in modern markets, costly transportation keeps prices
not only apart, but uncoordinated. For example, resdud oil is heavy and costly to transport
eventoday. Asaresult, “The various regions may bein acommon market over long periods
but that is not the case in periods of one to three years.”*® Most traded goodsin the early
Roman Empire were milar. Transport, even when cheap, was dow. Information traveled at
the same dow speed as goods in trangit. There was no way for arbitrage to bring prices

together in short periods, perhaps even in oneto three years. If there was amarket, the levels
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in different regions should not have differed from each other very much on average, but they
need not have moved together in any given month or even year.

The market conditions under which prices tended to a common vaue were fulfilled in
the early Roman Empire. The rate of interest, as noted above, was Smilar across the whole
Empire. The price of land was smilar in aloca region. But thereisno reason to expect prices
of dl goodsto be uniform across the extensve Roman Empire. The speed a which news
traveled from Rome to Egypt was highly varigble, judging by the ddays in changing dates to
correspond to anew emperor. The delay could be as short as afew weeks, but it averaged
over amonth. In the winter, the news could take far longer to cross the sea, but there is not
enough surviving evidence to confirm the expected seasond pattern, even though the scattered
evidence is consstent with such a seasond pattern.>® Arbitrage could not have equaized prices
in Rome and Egypt in any short period.

Surviving prices aso tend to be for places that were accessible by water. Ships could carry
goods across the Mediterranean and up rivers, but it was hard and expensve to carry them
over land. Roman roads were not primarily for the transport of goods, and they did not go
everywhere. Wagons off the roads moved with far greater effort and diminished speed.>* The
result is that inland locations were less firmly connected to the generd market. To afirgt
gpproximation, the Roman market for bulk commodities extended only dightly beyond where
ships could go, dthough high-value goods could travel to land-locked destinations. In

Vindolanda, an amy camp at Hadrian'sWall, it is not surprising that there was little market
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activity, although accounts there were kept in denarii, showing that the camp was connected to
other markets, even if not very closdly.®* The 4™ century accounts a the Dakhleh Oasis
(ancient Kdlis), 300 km from the Nile and far |ater, report vauations of bulk commodities out
of touch with those in the Mediterranean economy. The accounts clearly consdered different
crops as fungible, but “did not go so far asimposing any sandard accounting across the whole
of the account.”

In addition to geographicd limitations, a market islimited initsinternd extent. Evenina
market economy, dl transactions need not be market exchanges. In fact, it is hard to concelve
of an economy composed entirdly of market exchanges. A market economy isonein which
market exchanges are the moda economic interaction, but even full-blown modern market
economies do not channd dl transactions through markets. Eisner calculated that one-third of
economic activity in the United States today takes place within households, that is, in
householding or reciproca activity.> Taxes dso are large in modern societies, typicaly
reaching one-third of marketed output in advanced industria societies. Y et these clearly are
market economies. They acquire this attribute, not by the universdity of market exchanges, but
by the prominence of market exchanges in transactions between unrelated private people and
enterprises and by the importance of these transactions in the economy asawhole. These are

the dimendons aong which comparison with ancient Rome must be made.
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In modern, industria economies, dmost no one produces the food that he or she eats
or the clothes that he or she wears. In an agricultura economy, far more than one-third of
economic activity would be carried on within households. If about 75 percent of the population
of the Roman Empire was engaged in farming, then it is not unreasonable to suppose that over
half of production was carried on by householding, rather than by market exchanges. This does
not mean that dmogt dl farmers were autarchic and isolated from market forces, while the
aurplus to feed urban dwellers was produced by aminority of farms. 1t means that most of
each farm’s activities were devoted to maintaining its workforce. The historica question is how
many of these farms were engaged in buying and sdlling produce, even if these exchanges
provided only asmdl part of the farm’sincome.

Thisis an exceedingly difficult question to answer, particularly since our sources are
biased. We are much more likely to have records of farms that were engaged in economic
exchanges than those that were nat, if only because the autarchic farm had no need to record its
activities. The farms whose records have survived, however, tdl auniform sory. Thesefams
al were engaged in market exchanges, as described earlier.

This point about the bias of our records can be turned on its head. Although market activity
was only aminority of al productive activity, it was the dominant mode of activity of “literate
Rome.” People who had some wedth and education and |eft records were dl operating in
market contexts. It isnot unfair to say that market exchange was the dominant mode of
interaction in “literate Rome,” even though it may have been less gpparent in the daily lives of
more humble Romans. It would be amistake to ignore these less fortunate Romans, but even

more unfortunate to throw the baby out with the bath water. Roman history iswritten dmost



exclusvely from literate records of various sorts. For the people who left these records, market
exchange was away of life.

Findly, markets are not outside society. They are, as Polanyi sated, embedded in society,
determined by society. Not al market economies are the same even today, as even a casud
comparison of Japan and the United States suggests.®™ Economic exchanges did not dominate
the intellectud life of Rome, and there were no academic analyses of these exchanges akin to
modern economics. But economic exchanges were an omnipresent aspect of urban life, and
they seem aso to have been part of life in the countryside aswell. They were an integral part of
the arrangements that enabled Rome to grow to amillion inhabitants and that knit the many

parts of the early Empire together.

Conclusion

| have compared the economy of the early Roman Empire with the three forms of
economic integration described by Polanyi and made testable by Pryor. The moda form of
economic integration was market exchange. This observation does not gppear controverdd in
the literature on ancient Rome, but the generdization from specific examplesis problematicd.
Confrontation of economic exchange with other forms of integration shows however thet it was
the only form that could have dlowed the early Roman Empire to function.

| have argued further that the economy of the early Roman Empire was a market
economy. Market exchange was ubiquitous, and market prices moved together in waystypica

of markets, albeit imperfectly coordinated ones. The early Roman Empire did not have the
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market economy of eementary economics textbooks, but it did have the type of market
economy seen in other advanced agricultura economies.

There was not a single empire-wide market for al goods, but local markets were
connected together around the Mediterranean. Trangportation and communication took time,
and the discipline of the market wasloose. But there were many economic connections
between even far-flung parts of the early Roman Empire. Finley was exactly wrong; ancient
Rome had an economic system that was an enormous conglomeration of interdependent

markets.
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