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INTRODUCTION


A NEW ORIGINS STORY OF FREE MARKET THOUGHT


Few discoveries are more irritating than those which expose the pedigree of ideas.


—LORD ACTON, CITED BY FRIEDRICH HAYEK IN THE ROAD TO SERFDOM, CIRCA 1940


IN THE UNITED STATES the “free market” is perhaps the most familiar of economic bywords. Since at least the Great Depression, the term has been a staple of the nation’s political discourse, used both to praise and to criticize policy. An economic philosophy intertwined with a number of powerful political ideologies, it has become nothing less than a Rorschach test. Many of us, when asked what we think about free markets, have a strong emotional reaction very much in line with our other personal convictions.


At the same time, not everyone agrees on what free markets are. The French rationalist economist Léon Walras (1834–1910) famously described the market as working in “general equilibrium,” by which he meant that the interaction of supply and demand created a balanced, self-adjusting economic system that regulated prices and interest rates, produced a constant flow of goods, and generated wealth without government intervention. In certain contexts, free markets can mean specific types of economic liberties or privileges: the right to pay lower tariffs in a free trade zone, say, or even to exercise an approved monopoly. Free markets have thus become synonymous with low taxes and limited government involvement in the economy. In most wealthy, industrial countries today, a free market economy is considered a basic component of social democracy, along with public education, transportation, retirement plans, public health systems, regulatory bodies, national banks, and the free exchange of ideas. More often than not, however, the market is free in the eye of the beholder.1


The most familiar modern definition of free market thought comes from the work of the Nobel Prize–winning economist Milton Friedman, who defined the idea as the absence of any and all government activity in economic affairs, or, more broadly still, the absence of the law interfering “with people’s pursuit of happiness.” Among Friedman’s most famous observations is that “underlying most arguments against the free market is a lack of belief in freedom itself.” Held as a universal model for all economic growth, the free market is seen by its proponents as effective at all times and in all places. Ideally, in Friedman’s totalizing system, the market runs without any state intervention in response to private demand and supply, driven by the desires and choices of individuals, companies, and shareholders. Freeing up the market in this way, according to Friedman, ensures the efficient production and circulation of goods, wealth creation, and innovation.2


In the past thirty years, though, free markets have proven to be less a certainty than a puzzle. Leading figures from all sides of the political spectrum, at least for the sake of political rhetoric, have become critical of orthodox free-market doctrines. In the United States, in a startling reversal, the Republican Party now supports trade tariffs, while British Conservatives have left the free trade zone of the European Union, raising taxes and social spending in the process. It has been left to the head of China’s authoritarian Communist Party, President Xi Jinping, of all people, to argue that the world must defend free trade and deregulated international markets. How exactly did we get to a point where the United States defends protectionism while China defends international open markets?3


To answer this question, we need to study the long history of free market thought, for the rise of free market ideology within authoritarian China is hardly the only example belying Friedman’s claims. The simple fact is that his ideal free-market vision for America never came to pass. Since the 1980s and 1990s, America’s middle class has been shrinking as China’s grows. And while they may criticize government interference in the market, US finance and business interests feed on low interest rates, federal monetary policy, and state aid: twice since 2008, the US government has bailed out the financial system and various businesses, conveniently and deliberately sidestepping orthodox free-market thought, which clearly fails to account for periodic and devastating market failures.4


Friedman is no straw man, mind you. His orthodox free-market discourse still prevails in the boardrooms of most leading corporations, even those making huge profits from the US government, as well as in business schools—even publicly funded ones. Friedman’s orthodoxy remains the credo of the US Chamber of Commerce. As a result, the United States and other democracies with liberal economies often fail to acknowledge that we are in an essentially abusive relationship with free market thought, looking to it for wealth creation and innovation while living and reliving endless cycles of deregulation, dangerous levels of debt, bankruptcies, frauds, and crashes followed by government bailouts, growing monopolies, wealth inequality, and political instability. And so we come back, again and again, for more of the same contradictory and self-canceling policies. Given the economic challenges that lie ahead of us as we move further into this pivotal new century, it is essential that we understand what the term “free market” means, what its history is, when free markets work, and when they do not.5


If Friedman is the favorite son of free market ideologues, the eighteenth-century Scottish philosopher Adam Smith is seen as the tradition’s father. The modern conception of Adam Smith as a Friedmanesque champion of deregulation and unfettered free markets, however, is not particularly accurate. Misunderstood, misquoted, and reduced to clichés far removed from the eighteenth-century context in which he wrote, Smith’s work nevertheless provides valuable lessons about how to approach economics. Until he wrote The Wealth of Nations in 1776, no one had provided such a wide-ranging and complex vision of economics and society as a vast, self-regulating system of wealth creation. Yet Smith also saw a significant role within the market for government and its institutions. The market functioned best, in his eyes, when virtuous, Stoic leaders—those versed in the Greek and Roman philosophy of the pursuit of happiness through self-knowledge and discipline—worked side by side with wealthy landowners to steer both politics and the market, putting the appropriate guideposts, incentives, and checks in place to keep the economy running.


Smith inhabited a very different social, philosophical, and religious universe from our own. It was a time of expanding empire and commerce, slavery, constitutional monarchy, elite parliamentarianism, and landowning oligarchy—all things, it should be noted, that he embraced with enthusiasm. Smith, a student of philosophy and history, saw parallels between Great Britain and the Roman Republic and Empire, which is one reason why he found the writings of the first-century BC Roman senator and philosopher Marcus Tullius Cicero so attractive. Smith was an eighteenth-century deist—and not necessarily a Christian—who fervently believed that God was an “architect” who designed a clockwork system of nature on earth, one that also mirrored the movement of the planets based on Isaac Newton’s laws of gravity. While no statesman, he thought, “should attempt to direct private people in what manner they ought to employ their capitals,” he also hoped that human economic life could mirror what he believed were the harmonious laws of nature. And for this to happen, man (and he meant man) had to adhere to ancient Stoic philosophy and discipline. Only in this way could society foster the good government and institutions that allowed individuals to create virtuous wealth.6


Smith did not think “greed was good.” No Stoic philosopher did. Stoicism was based instead on the idea of self-improvement through moral discipline and civic duty. Smith’s mission then was to understand how to make commercial society and its inherent greed fit into a moral system. The middling members of commercial society—“the butcher, the brewer, or the baker”—would be motivated in their daily lives by simple self-interest. Society had to find a way to harness this commercial self-interest and channel it toward the common good. Rather than ruthless commercial competition—which alarmed Smith, as he feared it would undermine society and the nation—he believed that morally trained, literate, and impartial leaders could turn society toward peaceful and efficient commercial cooperation.


Smith’s hope that society would progress toward philosophical and ethical enlightenment mirroring the virtues of Republican Rome is difficult to fit into the libertarian corporate social Darwinism of Milton Friedman, let alone the pop economics of Ayn Rand, where only the strongest, most competitive entrepreneurs climb to the top of society. Indeed, it is hardly surprising that modern free-market thinkers rarely, if ever, mention that Smith was an admirer of Roman senatorial oligarchy, a man who harbored a deep distrust of merchants, industrialists, and corporations and who was himself a government bureaucrat (working, no less, as a tax collector). Worse yet, this so-called father of free market thought was a proud and radical teacher of the liberal arts who earned his bread as a university professor and administrator. Try to imagine the protagonist of Rand’s 1943 novel The Fountainhead, the driven, impatient, modernist architect Howard Roark, tolerating Adam Smith’s ideas of long tradition, duty, patient learning, genteel empathy, or pride in tax collection.7


So how did we get from oligarchic market-builders like Cicero and Smith—philosophers interested in building highly educated, philosophical, agrarian moral societies, and who believed the state was necessary for market freedom—to libertarian pro-business champions like Friedman? And how did modern free-market thought evolve into a rigid either/or philosophy that sees any state involvement in the economy as an existential threat to wealth creation and liberty? To answer these questions is the purpose of this book.


KEY TO UNLOCKING the free market puzzle is, paradoxically, someone who died forty years before Adam Smith was born, the very man who has long been seen by economists as Smith’s antithesis: the famous chief minister of French king Louis XIV, Jean-Baptiste Colbert, who oversaw the French economy from the mid-1650s until his death in 1683. Colbert is credited with organizing and bringing good management to French royal and public finances, standardizing weights and measures, and building the commercial circulation systems of French roads, ports, and canals. He was responsible for creating the Paris police and an industrial inspection corps, as well as French industry, the French navy, and the Palace of Versailles. As the director of state research, he founded the royal library and archives and the French Royal Academy of Sciences. Viewing all of these endeavors as essential to the creation of functioning, fluid markets, Colbert emerged as the most successful large-scale market-builder of his time, using tariffs, subsidies, state monopolies, and political repression to achieve his goals.


One of Colbert’s major aims in bringing the heavy hand of the state to bear on market-building was to develop French commerce to a point where it could compete freely with English commerce. He believed that “liberty of commerce,” as he called it, came from symmetrical markets and balanced trade treaties. While Colbert saw international trade as a zero-sum game, and gold and treasure as limited, he also was certain that societies that focused on commerce and industry would be the most economically successful. France, when he took power, was a primarily agrarian nation. Making economic development his mission, he favored industry, innovation, and trade over agriculture in the belief they provided a path to a freer, more smoothly circulating economy that would make France a rich and glorious nation.


Colbert intrigued Adam Smith. In The Wealth of Nations, Smith coined the term “mercantile system” to describe Colbert’s focus on trade and industry over agriculture. Smith was not in full opposition to Colbert, but he did disagree with him in some key respects. His main objection stemmed from the fact that, in his eyes, the French minister approached economics backward: surely, in focusing on trade and industry, he had misunderstood the ancient basic precept that agriculture was the source of all national wealth. Smith believed that Colbert had fallen prey to the “sophistry of merchants,” that he had written too many repressive trade regulations, and that, “unfortunately,” he had “embraced all the prejudices of the mercantile system.” Commerce alone, Smith felt, would not create wealth, because it ignored the force of nature and the virtues of farming while allowing merchants—whom Smith detested—to dictate policy and create monopolies. The job of government was to help agriculture dominate industry so that trade could operate freely, according to the laws of nature.8


Rather than being opposed to one another, Colbert and Smith represent different, though related, historical strains of free market thought. Over time, however, Smith’s critiques of Colbert became magnified in the minds of laissez-faire economists and historians, solidifying the myth of Colbert and his school of state-led industrial market-building as necessary antagonists of the free market. Smith’s concept of the mercantile system evolved—completely out of context—into the modern concept of mercantilism: a simplistic, blanket economic term used to characterize early modern economic thinkers as proponents of an interventionist, taxing, subsidizing, and warring state whose goal was to simply hoard gold. In 1931, the Swedish economic historian Eli Heckscher, in his monumental study Mercantilism, juxtaposed Colbert’s “mercantile” economics with a pure, laissez-faire system, which he felt Smith embodied, that allowed for individual and commercial freedoms without state intervention. A powerful and simplistic binary continued thereafter, one that informs our own vision of the free market today. We can see it still in Friedman’s work.9


Yet, for most of the very long history of market philosophy, foundational economic thinkers saw the state as an essential element in creating the conditions under which free and fair exchange could take place. Smith’s school crystallized a current of free market thought, dating back to Cicero and the traditions of feudalism, that saw agricultural production as the source of all wealth, its closeness to nature imbuing it with inherent moral superiority. To maintain what was perceived as nature’s equilibrium of constant production, landowners had to dominate government, in order to make sure farming was untaxed and unregulated. This did not mean no government. It simply meant that the government had to aggressively liberalize the agricultural sector in the hope that farming would dominate society and drive the economy.


But the other tradition in free market thought, today mistakenly called mercantilism, focused its energies instead on innovation, trade, and industry. From the Florentine philosopher Niccolò Machiavelli to Jean-Baptiste Colbert and Alexander Hamilton, its advocates espoused an unapologetically strong government presence to foster the kind of innovation and industrial development they thought would create healthy interior markets while also allowing a nation to compete internationally. Economic freedom was essential to wealth production, according to these pro-industrial thinkers, but it was no more self-sustaining than it was necessarily based in agriculture; to the contrary, it required a pro-industry government to help design and foster it.


The give-and-take between free market models changed in the nineteenth century, when the United Kingdom became the undisputed economic master of the world, with British free-market thinkers finally embracing the potential of industry along with the theory of general equilibrium. Surely, if markets were free, liberal economists thought, then the hardworking, frugal Christians of the British Empire would continually produce innovation, wealth, and peace between nations. Then, in the twentieth century, as some economists became increasingly convinced of the market’s capacity to regulate itself, they sought to define free markets as the absence of anything but the most minimal role for government. They insisted that, by simply allowing supply and demand to operate without interference, market systems—as well as societies—would magically sustain themselves. Alas, we now know that they will not.


TO HELP US understand how ancient beliefs in nature and farming slowly evolved into a modern theory of free industrial markets, I move beyond the study of economic treatises themselves in this book to engage with a range of sources, from state archives to private letters, as well as books dealing with morals, the natural sciences, religion, literature, and politics. Some of the material will be familiar to readers of economic history and philosophy. Some of it, though, is likely to be new, and even seemingly out of place. But all of these disparate elements—from the classical ethics of Cicero, to the manuals and balance sheets of Florentine merchants, to the state papers and internal memos of French government ministers, to the courtly letters of dukes and archbishops—are absolutely essential to understanding why the field of economics so constantly eludes clarity or consensus.


The goal is to show that, in order to understand economics, it is not enough to formulate theories based on equations and data sets. One must also excavate the historical assumptions and ancient belief systems that are so embedded in our modern habits of thought that they go unexamined. Today, as markets and societies have continued to prove too complex to be explained through general equilibrium theory, orthodox free-market thought has found itself on the defense. But as I show in this book, the great pioneers of free market thought always knew that systems of exchange could not be considered in isolation from the real, flawed, fallen human beings who maintain them and function in them.


In the end, free markets cannot liberate humanity from itself. To flourish, they require as much labor, as much attention, and as much careful moral reasoning as any other human endeavor. What is remarkable is that, in spite of so many failures, economists, philosophers, politicians, and others still cling to the dream that the economy can be completely self-regulating, and express shock when they find that it is not. But then it is hard to relinquish an idea that is not only so attractive, but also so ancient, one that grew from the philosophy of Marcus Tullius Cicero (106–43 BC), the most influential thinker of the Roman tradition, whose work would serve as the linchpin of economic thought for almost two thousand years.
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CHAPTER 1



THE DREAM OF CICERO


For Nature is so much more stable and steadfast, that for Fortune to come into conflict with Nature seems like a combat between a mortal and goddess.


—CICERO, ON DUTIES, 44 BC


TO UNDERSTAND THE origins of free market thought, it is first necessary to understand Cicero’s philosophy, which provided the idea that through aristocratic farming and moral behavior and politics, humans could tap into nature as an infinite and self-perpetuating source of wealth. Cicero’s work gave the impression that the Roman Republic had achieved a state of equilibrium that brought peace and prosperity for centuries. His ideal of Rome would be a source of inspiration for free market thinkers well into the nineteenth century.


In fact, Cicero lived in a time when the Roman Republic was collapsing. As an aristocratic Roman senator of the first century BC, he was defending the old order. He was appalled by the greed of merchants hungry for profit and by the ambitions of would-be tyrants, such as Julius Caesar, who became dictator in 49 BC. Cicero believed that ideal market exchange, as a lever for wealth production, transpired between noblemen who lived peacefully by farming and who followed the laws of the republic. Over the course of his political and writing career, he developed a theory that by following Stoic morals and providing disinterested service to the state, the leaders of the republic could emulate the stable laws of nature and maintain a self-perpetuating system of wealth.


Cicero’s economic vision was far from “natural,” however. It reflected the values of the nearly five-hundred-year-old Roman Republic, whose ancient elite had lived off the great wealth of their estates since the era of Romulus, who, as legend has it, founded Rome in 753 BC. Cicero’s writings show that economics are never divorced from the specific historical, cultural, and material conditions that produce them. He was convinced that trade should support Rome’s ruling class—a philosophy, and indeed, an agenda, that, while pertaining to different elites, would echo all the way into the age of the steam engine. Even today, it is discernable in modern free-market thought.


HISTORIANS HAVE NOT seen Cicero as a key to understanding the origins of modern economic thought. Yet Cicero was the first to claim that morals and feelings sparked the market to work autonomously to create an economic equilibrium. As he saw it, friendship between educated, landowning equals created not only trust, but also the philosophical basis for ideal market conditions. Born eighty miles southeast of Rome in Arpinum, in the Lazio, Cicero hailed from an agricultural background, as his less-than-illustrious name—Cicero means “chickpea”—vividly illustrates. His family belonged to the equites, the equestrian order, a group of lower nobles that grew in prominence in the second century BC. Their status, below that of the senatorial class, was marked by their symbolic donation of a horse in place of serving in the cavalry. Though they often worked in public finance, tax collection, or moneylending, the equestrians were first and foremost landowners and farmers. As an upwardly mobile novus homo—a “new man,” someone who had only just gained aristocratic status—he had powerful connections through his family that helped him rise in politics. Cicero carried a certain social stigma even after he became a member of the Senate, however, and even after he attained the very highest republican office, that of consul. It was paradoxical—or perhaps not—that the man whose work would define aristocratic ethics in the European tradition was himself never fully a true aristocrat. Yet he had reached the summit of the Roman system, and he now sought to preserve it.


In the first century BC, the empire had a population of more than forty million, and Rome itself had more than a million inhabitants. Only five million inhabitants of the empire were privileged as full citizens, receiving free bread and enjoying legal and civic rights. Slaves made up 10 percent of the population, with the rest of the Roman noncitizens consisting of the lower classes. At the very top was the ruling class, which comprised only seven hundred or so senatorial families and thirty thousand equestrians. Roman elites were thus tightly knit and knew each other’s family histories. Sharing easily identifiable forms of dress and education, they organized themselves around kinship and clientele networks. They exchanged goods, made loans, and bought property from one another. Theirs was a closed market that, by Cicero’s time, had worked for centuries, lending it the appearance of an immutable natural order.1


Growing up in the orbit of Roman senatorial power, Cicero was steeped in practical politics, law, and philosophy from a very young age. His family consorted not only with Rome’s great figures of learning, but also with powerful politicians. The prestigious Scaevola and Crassus families, conservative intellectual defenders of the senatorial order and culture, served as Cicero’s tutors. They defended the mos maiorum: the customs and codes of Roman agricultural life, and the natural laws and social hierarchy they believed it represented. As such, they loathed any change and defended the ancient Roman constitution. The republic ideally functioned through popular assemblies, including commoners elected to the Plebian Council, which was supposed to work closely with the Senate, and the consuls, who ran the executive branch. In reality, though, the republic had long since ossified into an oligarchy, with the Senate ruling, and more and more, with unscrupulous dictators looking to rule over the Senate itself. Still, Cicero was imbued with a strong sense that defending the senatorial class, the republic, and a virtuous market society was to defend Roman concepts of the natural order.2


At the center of this identity was an understanding of nature and agriculture, and Cicero drew diligently from a long line of agrarian thinkers. Essential to his vision was the archconservative soldier, historian, and defender of Roman patriarchy Cato the Elder, whose book On Farming (160 BC) explained that noble wealth depended on good agricultural management. Nature’s bounty was every bit as stable as the republic if one knew how to farm correctly. For innovation and trade, Cato simply expressed disdain. Only large-scale landownership was truly “good” and capable of producing virtuous citizens and soldiers.3


The majority of the population in Cicero’s Rome toiled, and that was it. Not much thought was given to the toil itself. There were merchant and service classes in Roman society, but the greater part of the population did manual labor, some as slaves, others as freedmen for meager wages. Cicero was not interested in any of them. In the scheme of nature, toil was fate. The peasant was meant to remain a peasant and the slave a slave. All “must be required to work,” he insisted, and they must be given “their dues,” and no more. The nobleman alone was above this toil. He did not earn this natural position as a property owner; elite status was part of the state of nature. For this reason, Cicero and his class abhorred land taxes. They owned all the land and the labor on it. To tax nature’s bounty, then, was surely a mark of tyranny. The job of the landowner was only to squeeze work out of slaves and laborers to meet basic production yields and create wealth for those entitled to it.4


By virtue of their closeness to nature, members of the landowning class saw themselves as duty-bound to study what they believed were nature’s divine laws in order to perpetuate their aristocratic society. When the “best men” rule in “moderation,” said Cicero in his On the Republic (54–51 BC), the “citizens enjoy greatest happiness” through peace and prosperity. Wealthy aristocrats, burdened by “no cares or worries,” could focus on government operating solely on virtue itself. Cicero’s belief in the “best men” was based on the idea that nature did not create people equally. And if nature drew distinctions, then it was only right for men themselves to follow suit. True political and economic freedom was only for the landowning few.5


Nobles, in Cicero’s worldview, were “indifferent to riches.” They naturally despised professional moneylenders and the hawkers of the marketplace. Claiming to loathe greed and money for money’s sake, he viewed commercial values as necessarily debased morally, and used the Latin term mercator, or merchant, as an insult. Cicero believed that the ideal market led men to use common possessions for the common interest while, at the same time, preserving private property. According to the Stoics, he explained, “everything that the earth produces is created for man’s use.” This notion led to the concept of free and self-perpetuating exchange. Similarly, moral and philosophical reasoning would guide men to contribute to the general good through debate and acts of kindness, in order “to cement human society more closely together, man to man.” If the exchange of privately held goods began with the exchange of ideas, Cicero felt, then once they were expressed, ideas belonged to all, to be shared in the common pursuit of truth and noble service to the state. Intellectual exchange should follow a Greek proverb: “Amongst friends, all things in common.” Virtuous philosophical trade served the “common interest” of the Roman Republic and its leaders.6


Duty was essential to Cicero’s system. It meant a “good man’s” service to the state in what was a civic religion. Yet while one had duty to “fellow-citizens, and all human beings,” Cicero warned that one could not help the “infinite” number of the needy. One had to reserve the lion’s share of one’s personal resources for family and friends. Such a closed, elite market, based on the “common bonds” of “friendship” and “kindness,” Cicero believed, “preserved justice” and maintained wealth and society. He went on to describe true, intimate friendship as adding a “brighter radiance to prosperity,” for it “lessens the burden of adversity by dividing and sharing it.” Lasting wealth did not come from greed, or from profiting from another, but from the common bond of “goodwill.” It was this honest sentiment that “holds up houses and allows fields to be tilled.”7


Thus, 1,800 years before Smith’s idea of the free market, Cicero designed a morally sound system of free commercial exchanges between members of the like-minded ruling class. Such bonds of decent exchange protected society in critical ways from unnatural, if otherwise likely, alternative scenarios: “For a man to take something from his neighbor and to profit by his neighbor’s loss is more contrary to Nature than is death or poverty,” said Cicero. Exchange had to be self-supporting or it led to “despoliation.” High morals—“courtesy, justice, and generosity” in the act of exchange—were the principles that led to a harmonious and rich society.8


So it was that through their contributions to the state, Roman aristocrats donated bread to citizens through a vast distribution system of wheat—the annona civica—that was the backbone of the economic system. Imperial fleets distributed wheat across the Mediterranean, or, as the Romans called it, mare nostrum, “our sea.” The Mediterranean was like an organ to the Roman body—in his Natural History, the naturalist and military leader Pliny the Elder called it the mare intestinum, “intestine sea,” as it facilitated the free flow of the Roman economy. Wealth, therefore—beginning with the landed class’s wheat harvests—appeared to move naturally across the empire according to the self-regulating laws of nature. Rome produced goods and fed itself through the invisible hand of the seasons—and with help from the seemingly eternal state and its senatorial class. The state subsidized both markets and shipping lanes between Italy and North Africa and beyond, to Iberia, Greece, Anatolia, and the Black Sea. Goods flowed freely in the giant Roman trade zone.9


IF CICERO’S ASCENT to power in Rome was stunning, his demise was all the more dramatic, and it came directly from his defense of the Roman constitution, the aforementioned rules of virtuous exchange, and the fundamentals of private property and free trade in which he believed. In 63 BC, at the age of just forty-two, Cicero became one of the two consuls of Rome, the highest office of government. His year as a head of state was marked by violent rebellion, and he soon came into conflict with the senator Catiline, who was running for consul on a reformist platform of debt forgiveness and land distribution for the poor. Cicero scorned all popular reformers who worked outside the aristocratic ethos. Promises of land to the poor, he felt, undermined not only market rules, but the existing order itself. And so in the Senate, with Catiline present, Cicero began his famous orations. For days, he condemned Catiline’s lawlessness and the indebtedness of his friends and questioned his motives for poor relief. Finally, Cicero successfully pleaded for the execution of several of Catiline’s coconspirators. When Cicero exclaimed, “O tempora, o mores!” (Oh the times, Oh the customs!), he was referring to Catiline’s complete disregard for the laws, as well as his financial corruption and greed. He was also defending what he saw as the natural, moral economic order.10


Cicero’s dramatic defense of the status quo gives us insight into how he saw honor as essential to the market. To bribe or use fraud was not only “unjust” but “hypocritical.” Cicero passed a law, for instance, against the trading of votes for favors, the Lex Tullia de ambitu, in 63 BC. It must be noted that many, including Julius Caesar himself, believed Cicero to be corrupt, however, and many more believed that he was simply a self-promoter—a point impossible to deny. Yet unlike Caesar, Cicero defended strict senatorial legality, and never attempted to overthrow the constitution.11


Julius Caesar began to assert permanent dictatorial powers over the republic in 49 BC. Then, on March 15, 44 BC—the famous day of the Ides of March—a group of pro-republican senators, led by Marcus Junius Brutus, assassinated him. While not himself involved, Cicero nonetheless hoped now to guide the Senate back to republican government. It is a testament to Cicero’s brilliance that in the midst of the violent turmoil that characterized the fall of the Roman Republic and the rise of the empire, when his own fortunes were at their lowest, he wrote his most enduring work, On Duties (44 BC). Ostensibly directed to his son, this book of philosophical advice became one of the most influential books in the Western tradition and a blueprint for free market thought.12


Cicero’s economic vision in On Duties was that friendship and the quest for knowledge brought harmony and peace, protected property, and produced a just society based on political service, affection, kindness, and liberality. Good morals, in other words, drove a healthy market, allowing ethical people to make exchanges in confidence. Trust was a mechanism that freed trade. Central to perpetuating this trading process were Cicero’s ideals of decorum and Stoic self-control. One can see how these ideas would later appeal to Christians and, later yet, to eighteenth-century Enlightenment philosophers, who were for a moral model for trade.13


The sophistication and gentle decency of On Duties was partly a response to the rampant violence that Cicero witnessed in Roman society and often described in his letters. In the book, he also denounced not only the broad target of Caesar’s illegal, dictatorial ambitions, but a more widespread tendency toward greed. This was where Cicero drew a moral line in the sand, condemning the bestial force of the lion as “unworthy of man,” and the “fraud” of foxes as even “more contemptible.” Such animal pursuit of power and wealth must not be permitted, as it was “insatiable,” he told his readers. The elite could not give in to the vices of dictatorship, but had to remain self-disciplined and in harmony with the laws of the constitution.14


In economic affairs, duty had to outweigh not only greed, but also pleasure. Cicero could not accept that self-interest or desire drove economic interaction, or, as Greek Epicurean philosophers proposed, that all of life centered around a quest for pleasure. He attacked the schema that life was a quest to avoid pain and find pleasure as hopelessly simplistic, noting that what might be construed as pain could, after all, lead to pleasure, just as to forgo pleasure might serve to avoid pain. Duty, learning, and friendship were surely superior goals and, moreover, contributed to the foundation of trust that was essential for free exchange.15


In his Academica (45 BC), Cicero defined the “chief good” as human learning to understand nature. Rather than pleasure, it was the search for truth through skeptical philosophy that “supplied the courage to face death” and provided “peace of mind, for it removes all ignorance of the mysteries of nature.” The virtue of learning created the kind of discipline and trust that allowed humans to move beyond base self-interest. Studying Greek theories of physics, for instance, Cicero looked to understand the self-regulating system of the universe, which he discussed in the last chapter of his work On the Republic, in the famous passage entitled “The Dream of Scipio.” Looking for a “first cause” that creates the “eternal motion,” he arrived at love, not greed, as the most fundamental market principle. Virtuous exchange was part of these divine mechanisms and, allowed to play out, would produce reliable wealth.16


Yet Cicero’s dream of a natural, self-regulating, noble world of learning, affection, and free exchange struck a dissonant note with the actual world around him. In the fight for supreme imperial power, leading citizens dropped all pretense of senatorial precedent. Constant civil wars wracked Rome in the first century BC, ending in Cicero’s moment of glory but also in his gruesome demise, for he now stood between the powerful general Marc Antony and Octavian (the future emperor Augustus) in their battle for power.


It was in the fray of this tragic war that Cicero delivered his famous orations against Marc Antony, The Philippics—an attack on, among other things, immoral exchange. On the floor of the Senate, he sarcastically berated Antony for breaking the laws of the republic, mocking his sloppy lawlessness, corruption, and false account books. “How was it,” he asked Antony, “that before the first of April you ceased to owe the forty million sesterces that you owed on the fifteenth of March?”17


It is remarkable that Cicero thought he might survive making such a public attack on all the corrupt parties of the disintegrating republic. Perhaps he was emboldened by the belief that he had the support of Octavian. The future emperor’s primary goal, however, was to protect his own claim on imperial power. As he and Antony negotiated over which of their foes to kill, exchanging names in a deadly political barter, Octavian eventually betrayed Cicero, giving in to Antony’s insistence that he be executed. This was hardly the sort of exchange that Cicero had envisioned. But with no more powerful friends left, he was alone in defending a republic that had already died.


Upon hearing of the sentence, Cicero fled to a country house where he could honorably prepare to die. Then, when the soldiers came, he asked them to make a clean cut of his head. It took three strokes. Along with the ill-fated philosopher’s head, a soldier also cut off a hand. Living up to the brutal vulgarity of which Cicero had so eloquently accused him, Marc Antony now ordered Cicero’s head and hand nailed onto the rostra, the primary speakers’ tribune that faced the Senate in the Forum. Here was what was left of Rome’s greatest orator and the defender of the republic, a symbol that would resonate for millennia. Predating Jesus of Nazareth, Cicero, whose secular, republican martyrdom lent an almost Christian poignancy to his vision of political and economic virtue, became a leading figure in Western history. He had realized his own ideals, battling tyranny and the vices of corrupt exchange. He tried to preserve the natural order and economic morals, revealing a virtuous path to wealth.


In this way Cicero anticipated a central tenet of Adam Smith’s later market thought: if elite, educated men focused on agriculture and exchanged goods righteously and ethically, then the market would work on its own and produce wealth, and the republic would prosper. And as Christianity began to dominate Western Europe, this model of equilibrium would become one of the most lasting conceptual frameworks of economic philosophy. Christians would replace civic earthly politics with heavenly salvation as the ultimate goal of society, and God would enter into the system of exchange.
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CHAPTER 2



THE DIVINE ECONOMY


Give bread and seize paradise.


—SAINT JOHN CHRYSOSTOM, “HOMILY 3: CONCERNING ALMSGIVING AND THE TEN VIRGINS,” CIRCA AD 386


A LITTLE MORE than two hundred years after Cicero’s death, not only had the Roman Republic given way to the empire, but Rome began its long fusion with Christianity. The Roman Empire, as such, still existed. But its new Christian leaders sought to amend Cicero’s economic vision. Early Christianity mostly eschewed the idea that civic morality was a virtue. Instead, the Christian thinkers of the third and fourth centuries AD created a new ideal of life, and with it, a new vision of market exchanges. Cicero’s tenet that commerce should be based on a moral code remained. But in the early Christian economic system, good moral choices had to come from a sincere desire to trade worldly goods for a place in heaven. Morality became centered on the afterlife rather than on some earthly “chief good” deduced from nature’s laws. This was a market centered around a desire for individual salvation and a quest for a spiritual reward.


Christianity thus transformed the idea of commercial exchange by grounding it not just in duty and virtue, as in Cicero’s system, but also in human desire. This was not the desire of the Epicureans, who sought earthly pleasure. Rather, Christians believed that if humans chose to live piously and reject wealth, then the “invisible hand of God”—Saint Augustine meant the term literally—would bring them the treasure of heaven. The Christian concept of salvation would provide a conceptual model for later free-market thought. Individual choice could lead to a paradise of endless heavenly wealth. Early Christianity bequeathed a major legacy to modern economic culture: the idea that constant aspiration is necessary to reach a perfect, though still nonexistent, state of market conditions.


EVEN AS CHRISTIANITY spread in the empire, paganism remained a powerful force. Although the emperor Constantine the Great converted to Christianity in around AD 312, until the end of the fourth century Cicero remained prominent in school curricula. The Fathers of the Church, in the centuries following the birth of Christ, hailed primarily from the Roman nobility, which means they had grown up in a pagan imperial culture. They had to know Roman law, and they counted on the emperor to ensure stability. Church Fathers such as the Bishop of Milan, Saint Ambrose, and the writer who would become the most influential theologian of Western Christianity, Saint Augustine, wrestled with the thought of Cicero, looking to supplant it with a new Christian version of morality. Ultimately their approach to wealth was more individualistic and democratic than that envisioned by Cicero.


Cicero wrote that desire was inherently negative. Christians, however, believed that desire was moral if it was for salvation—if, for example, one were to satisfy that desire by giving money to the poor and renouncing earthly pleasures in return for heavenly rewards. With a basis in the Gospels of Saints Matthew and Luke, this desire for the treasure of heaven was seen as not only good, but holy. Drawing from the Gospels and from other scriptures, Christian salvation was formulated in an economic language of interest, choice, will, exchange, and reward. In fact, the basis of Christ’s crucifixion was itself a transaction: “Without shedding of blood,” there is no forgiveness of sins, the author of the Book of Hebrews wrote. In other words, Christ paid the collective debt of humanity.1


While the Christian Church depended on the Roman Empire for protection and even financial support, the Judeo-Christian tradition expressly rejected Cicero’s belief that the finest thing one could do was to study philosophy and serve one’s country. Messianic Christianity brought with it instead eschatology: a rejection of the secular world and its imperfections and an aspiration for the end of days prophesied in the Book of Revelation, with God’s wrath coming down upon those who clung to earthly wealth as he bestowed a heavenly, eternal afterlife upon true believers.


Saint Luke the Evangelist insisted that Christians rid themselves of earthly possessions by giving to the poor so that they could attain the treasures of heaven. In his gospel, Jesus says, “Sell that ye have, and give alms; provide yourselves bags which wax not old, a treasure in the heavens that faileth not, where no thief approacheth, neither moth corrupteth.” Saint Matthew, a tax collector before Jesus called him as a disciple, echoed this message. He followed both Mark and Luke in quoting Jesus in the New Testament using an old Jewish saying—that a rich man had a slimmer chance of going to heaven than a camel did of fitting through the eye of a needle. He also quoted Jesus on the fleeting nature of earthly treasures, saying he described them as “where moths and rust destroy, and where thieves break in and steal.” He called on believers instead to find eternal treasure in their hearts. And in Matthew’s telling, like Luke’s, Jesus portrays salvation as in fact predicated on poverty, a process of exchange wherein one must give to the poor in order to receive it: “Jesus said unto him, If thou wilt be perfect, go and sell that thou hast, and give to the poor, and thou shalt have treasure in heaven: and come and follow me.”2


Yet Matthew gave conflicting messages about wealth. He claimed Jesus said that those who did not invest their money for a good return were sinners. In Jesus’s “Parable of the Talents” in his gospel, a master calls his servant who has failed to invest his money “slothful” and “wicked.” Jesus warns, “For whosoever hath, to him shall be given, and he shall have more abundance: but whosoever hath not, from him shall be taken away even that he hath.”3


The offer of treasure in heaven was not metaphorical. Because of the hopeless poverty of so many within the Roman Empire, the offer of actual treasure in the afterlife resonated powerfully, and Christian preachers used the promise to win converts. There is little doubt that the general squalor of living conditions in Palestine, and across the Roman Empire, was at the basis of the Christian obsession with poverty. The idea that the poor had to be protected had arisen earlier in Jewish thought and theology, which preached almsgiving and even social equity: “He that hath pity upon the poor lendeth unto the Lord; and that which he hath given will he pay him again” is one of the proverbs of Solomon. Saint Matthew echoed this concept when he described Jesus equating charity to the poor and communion with God.4


The most important material commodities in Rome’s economy during the earliest days of Christianity were gold and silver. But the Gospels dealt as well with other worldly interests, including sex, the body, and the pursuit of pleasure. Saint Matthew’s Jesus regards sexual abstinence and even self-castration as a gift to God. “For there are some eunuchs,” he observes, “which were so born from their mother’s womb: and there are some eunuchs, which were made eunuchs of men: and there be eunuchs, which have made themselves eunuchs for the kingdom of heaven’s sake. He that is able to receive it, let him receive it.” Pleasure, along with wealth and self-interest, was cast in terms of the system of market exchange for personal salvation.5


Nowhere was this more clearly demonstrated than in the lifestyle of the early Fathers of the Church, which contrasted with the Roman tradition of noble opulence. Christian leaders practiced extreme forms of self-denial inherited from a long tradition of asceticism. In The Rich Man’s Salvation, Clement of Alexandria, while recognizing that earthly wealth had to exist, explained that there were rules about how to use that wealth, not least by giving it away according to a pious plan of “providing.” The rich man who gave away all his wealth to the poor and to the Church and, in so doing, focused his passion on Jesus, would find salvation.6


The basic tenets of asceticism had spread throughout the Roman Empire in the first century BC via a work by Sextus, a pagan Greek moralist, who helped create the concept of a self-regulating market of spiritual exchange, and whose maxims were interchangeable with the new Christian mores. The Sentences of Sextus describes a monetary process in one’s relationship to God and the afterlife. Only those who “relinquish the things of the flesh are free to acquire the things of the soul,” Sextus wrote, adding bluntly that “it is difficult for a rich person to be saved.” He expressed the Platonic idea that one could become a “sage” close to God through spiritual study and self-denial. By “conquer[ing] the body,” the sage can “give everything possible to the poor.” Earthly attachment—even attachment to one’s children—was to be scorned. Sextus exclaimed, “A faithful man bears the loss of his children gratefully.” The sin of earthly pleasure, he warned, would be “called to account by an evil demon until the last penny is paid up.”7


Sextus’s maxims soon spread throughout Greek Christian communities. Leading theologians—including the Alexandrian Christian scholar Origen, who, in the third century, marveled at the “multitudes” who read Sextus’s book—embraced them. A series of Christian works followed echoing the idea that the worldly market had to be replaced with a heavenly one. Original Sin meant that humans could not truly enjoy the earth. This idea was central to The Shepherd of Hermas, for example, which appeared sometime between AD 90 and 150. It contained the basic principles, first laid out by Saint Matthew, that rich men were poor “in the things of the Lord,” and added that only through poverty and humility could man enjoy God’s bounty. The text lauded fasting and an ascetic life, themes that pervaded the religious literature of late antiquity. In the Book of Revelation (AD 95), John of Patmos recounts Jesus reproaching seven Anatolian cities for their sins. These cities—Ephesus, Smyrna, Pergamum, Thyatira, Sardis, Philadelphia, and Laodicea—were considered metaphorical references to the world itself, representing a biblical distrust of the flesh and commercial urban life. With equal drama, in around AD 208, the theologian Tertullian railed against Rome as a modern Babylon drenched in the blood of martyrs. He, too, called for the repression of sexual urges, and even discouraged remarriage after the death of a spouse. He lauded the sanctity of devotion only to God through widowhood and virginity. Virgins, he insisted, should be veiled, so they could gaze all the better upon Christ. Thus protected from sin, they were “worthy of paradise.”8


Such extreme voluntary sexual self-denial in exchange for salvation made Christianity fundamentally more transactional than Judaism. Money, lust, pleasure, and even eating, talking, and smiling—these were all bad things, products of Original Sin, in the Christian view, and had to be forsaken in return for the reward of heaven. In the first decades of the third century, Origen wrote a fundamental work about life after death in which he argued that this prize was achieved only through self-denial. Origen took this view of chastity as an exchange of pleasure for salvation to extreme lengths when he castrated himself. Edward Gibbon, the great Enlightenment author of The Decline and Fall of the Roman Empire, famously commented that Origen’s literalist reading of the scriptures was an “unfortunate” mistake.9


The holy market and its aspirational model, emphasizing choice, discipline, payment, and reward, became central to Christian life. Origen was only one of many people in late antiquity to engage in dramatic forms of self-sacrifice in the hope of a holy exchange. Male chastity became a valued form of self-discipline in the quest for the treasures of the city of God, and it would become the basis of the tradition of priestly and monastic celibacy. The Desert Fathers set the tone of this new monasticism and economy of asceticism. Generations of cenobitic monks took to the deserts of Egypt and accepted only the most meager of donations as they lived solely to commune with God. Most famous perhaps is Simeon the Stylite (ca. 390–459), who lived on a small platform on top of a pole near Aleppo for thirty-seven years.10


Simeon was a shepherd’s son, but many of the Christian leaders who rejected wealth and society came from rich noble families. In the vein of the Roman ideal of civic service, some of these noblemen became bishops and leading theologians. Notable examples include the Church leaders Saint Basil (ca. 329–379) and his brother Gregory of Nyssa (ca. 335–ca. 395), Saint John Chrysostom (ca. 347–407), and Saint Ambrose (ca. 340–397). Virtue, for them, was “prayer” and a rejection of the flesh. Friendship should be based on Christian fellowship alone. Rejecting the pagan Ciceronian worship of the natural world, Gregory would write the words of what later became a Christian mantra: “Nature is weak and not eternal.” It was God, who made nature, who was eternal, and all natural systems originated in the deity.11


PART OF THE evangelical mission of the Fathers was to win over the Roman nobility to the Christian faith, which seems a rather impressive ambition, given the contrast between hedonistic noble lifestyles and the Christian insistence on poverty and abstinence. The Fathers as well needed to make the case for heavenly salvation over the earthly pleasures of Rome. Ironically, evangelism did not come cheap. With limited funds for the legions of needy souls, to say nothing of its buildings, priests, and missions, the Church asked its wealthy followers to give money so that the bishops could feed the hungry with both food and the spiritual ingredients of salvation.


From Antioch to Carthage to the new imperial capital of Constantinople, bishops had to contend with populations of Greeks, Syrians, Druze, and Jews, among others, who were still steeped in the ancient religions of the empire. The archbishop of Constantinople and a leading Greek evangelical, Saint John Chrysostom, not only had to keep his Christian flock in line but also aspired to convert Constantinople’s masses. The son of a pagan military officer, he himself had converted in around 370. Chrysostom knew the sins of the great capital were present every day, as even Christians attended games and erotic performances. He needed an approach that instilled fear in the hearts of his parishioners and also offered them a tangible sense of salvation in return for conversion and pious behavior.


Using fear and the theatrics of fanaticism to inspire local populations, Chrysostom preached passionately against Jews and homosexuality, and warned of damnation to those Christians who enjoyed the salacious shows of Constantinople. In the city of Ephesus, he called on the mobs to tear down the great Temple of Artemis, one of the Seven Wonders of the Ancient World. He made appeals to the economic sensibilities of those who listened to him preach in Antioch: his “Homily 3: Concerning Almsgiving and the Ten Virgins” (ca. AD 386–387) is a succinct and forceful plea to put all pleasure and economic activity into a logic of holy exchange.


Rather than engaging with a world of civic-minded aristocrats making transactions to maintain the status quo of Rome, Chrysostom insisted that Christians should operate solely in the spiritual marketplace. He questioned why people go into debt and impoverish themselves when they might forgo money altogether, casting away both debt and poverty to “gain the profit” of an easy “ascent into heaven.” It began, he said, with a simple pledge of repentance. Once one made the personal decision to “profit” from salvation alone, one then needed to perform concrete acts of exchange. Chrysostom maintained that almsgiving was the social act of paying “the debt demanded by sin.” His language was strikingly economic. A woman who pays alms to the poor, he claimed, “has her own bill of sale that she holds in her hands.” She could exchange it for the treasures of heaven.12


Chrysostom made clear to his listeners that they literally had to leave the market of earthly goods. Poverty alone did not get one into heaven: “The sky is cheap,” he said. To “buy the sky” was to enter into a covenant with God of total material self-denial and giving. It meant that, in the right circumstances, even giving away a glass of water would set in motion the self-perpetuating chain of salvation. Nor was this lesson simply an allegory. In an extraordinary passage, Chrysostom explained that “heaven is a business [or an undertaking of trade] and an enterprise.… Give bread and seize paradise.” He lamented that people were willing to buy as many cheap products as they could, but unwilling to invest in their souls.13


Chrysostom’s Homily 3 provided a model of divine exchange for Constantinople and the Eastern Roman Empire. It would also create a template for Saint Ambrose, arguably the most influential Latin Christian leader of his time. He, too, used the idea of an economy of spiritual exchange, but in his case as the basis of a project to Christianize the Latin West. Saint Ambrose was born into an ancient noble Roman family in what is today modern Belgium. He trained for high service in the Roman state and was brought up and educated in an imperial system, studying rhetoric, law, and philosophy. Like the pagans of the East, he was versed in the learning of ancient Greece and Rome. But he bridged the civic and religious worlds. He was a cousin of Quintus Aurelius Symmachus, one of the richest nobles of his day and consul of Rome. Indeed, Ambrose himself would go on to become governor of the Northern Italian province of Aemilia-Liguria, with Milan as its capital.


Ambrose, a Christian, governed as a Roman-Christian governor. In 371 he stepped down to become the bishop of Milan but still served in the court of the Christian emperor of the Western Roman Empire, Valentinian I. Looming over Ambrose was the ever-present Cicero, martyr of Roman civic virtue and model of public service. Training for an imperial leadership role, Ambrose must have struggled with Cicero’s legacy. This was, after all, Ambrose’s vocation as a Roman praetor, and later as a bishop. Ambrose had the most contradictory of jobs. He had to serve Caesar while preaching the rejection of the earthly world.


As an imperial Roman, a civil servant, and a Christian leader of the Western Empire, Saint Ambrose was thus a remarkable transitional figure. His challenge, as he recognized, was to Christianize the very heart of the empire. Central to his mission was the status of money. As an administrator, he worried not only about finding converts, but also about finding resources to sustain the Church. In true Christian form, he had given up his own immense private estates to the Church and attacked trade as unchristian. He was unequivocal on personal wealth: Money was “the root of all evil.” Leading men should have “no desire for filthy lucre in common with Syrian traders and Gilead merchants, nor to place all their hope of good in money, or to count up their daily gains and to calculate their savings like a hireling.” Ambrose invoked metaphors of free movement and aspiration for something greater to be gained through a freely chosen exchange. No one should hoard treasure, Ambrose believed, because if it stood still, money would “rot” with “worms.” Movement, on the other hand, made money “sweet” and “useful,” like “water,” which could put out fires. The way to spur the market into circulation was to bestow “silver” on the poor. Only then would God give the return gift of “friendship of the saints and eternal habitations.”14


Mixing imperial administrative duties with firm Christian belief made Ambrose an evangelical realist. He believed he had to directly confront Cicero to transform the very notion of duty. It should not be surprising, then, that one of Ambrose’s most important works, On the Duties of the Clergy (ca. AD 391), was an attack on Cicero’s work. He denounced his rhetorical theories, insisting that elegance and beauty were not to be found in the art of words, but rather in God. Real knowledge could only come from divine revelation, not from earthly science. Ambrose also directly attacked private property: “We state nothing to be useful but what will help us to the blessing of eternal life.” Surely, it was impossible for humans to own things, because God bestows more on humans than humans can possibly bestow on God, making humans inevitably “debtors in regard to their salvation.”15


Ambrose was in such conflict with Cicero that he tried to bend Ciceronian moral language to fit the terms of the Christian spiritual market. Giving to the poor and to the Church, he observed, was the great “duty,” for it gave grace, where a true love of God was superior to earthly friendship. Beyond simply focusing on the afterlife, however, Ambrose exhorted the clergy to build the body of the earthly Church through fellowship and “the bond of baptism.”16


Most importantly, Ambrose described Jesus’s self-sacrifice as a commercial, divine exchange. Jesus had given his blood on the cross, after all, out of “divine liberality” in exchange for human “redemption.” Rather than living and dying for empty republican ideals, humans thus had to live for salvation. With the empire now on the edge of collapse, the proposition appealed to many converts.17


OF ALL THE Church Fathers, Saint Augustine (354–430) would have the greatest lasting power and the strongest influence on economic thought. Augustine believed that God created a self-regulating order in the Christian universe through predestination. This meant that it was not by one’s own choice or will that one might be saved, but only by God’s decision of grace—a decision already made before one could act. Predestination meant that God not only chose which souls were to be saved in heaven, but also which of his flock would be rich on earth. This did not absolve good rich Christians of the responsibility to freely give their money to the Church. In making such a claim, however, Augustine opened the door to a new idea about wealth that transformed Christianity.


Augustine was born into a Latinized North African family of the Roman upper classes. His mother, Monica, was a devout Christian, and his father was a pagan. Augustine himself initially embraced a truly pagan life, studying Platonic philosophy and Ciceronian rhetoric in Rome. Practically living in brothels, he worshipped wine and had a child out of wedlock. In 386, however, two years after becoming chief rhetoric teacher for the imperial city of Milan, he had an epiphany when he heard a child speaking in God’s voice calling on him to read the scriptures. After reading Saint Paul’s critique of debauchery in his Letter to the Romans, Augustine converted to Christianity, fervently rejecting paganism, Ciceronian skepticism, and his erstwhile taste for carnal pleasures. Due to personal needs and the powerful pull of Christian evangelism, he decided to replace all earthly pleasure and knowledge with faith. For Augustine, the fall of man through Original Sin and redemption through devotion to God was a personal story. Saint Ambrose publicly baptized Augustine in 387, and in 395 the new Christian rose to become bishop of Hippo (present-day Annaba in Algeria).18


Before leaving Italy, Augustine began writing On Free Choice of the Will in a quest to understand good, evil, and predestination. This work is key to understanding the logic of the moral market of grace and salvation. In it, Augustine explained that in order to receive grace and to be freed from Original Sin, a person must first be chosen by God. In other words, humans had to be divinely intended to choose rightly. While God had total foresight, he left open the door for radical human freedom and error. Augustine revealed the influence of Cicero’s Stoicism when he declared that, in the marketplace, one could either use disciplined virtue or be a “slave of desire.”


Augustine’s idea of free will had vast ramifications for economic thought. If God helped people do good, and if by their own free will they then were pious and nonmaterialistic, their possession of money and goods could be positive, especially if they decided to give that money to the Church. Augustine had now used his authority and powers of persuasion to suggest that some earthly wealth was in fact God-given and therefore good. This notion was contrary to the asceticism of earlier Christian writers. It meant that rich Christians could be virtuous while making money. This pious rationale for earthly wealth was a paradox. But Augustine recognized that people could not be self-denying ascetics all the time. Some would have money and power, but they would have to mix this earthly wealth with an attitude of charity, goodwill, and the truly “voluntary” quest for grace. Earthly wealth flowed according to a mix of God’s will and free choice. This was a dramatic change in Christian thought. The Church no longer had to condemn all wealth.19


Like Cicero’s economic beliefs, which reflected his allegiance to the Roman agricultural elite, Augustine’s theology was strongly influenced by his experiences as bishop of Hippo. North Africa was not Italy, and although Hippo was a relatively prosperous city, with around thirty thousand people, Augustine had to build the Church there from the ground up. He did this by encouraging donations. The task was not easy. Unlike Ambrose, Augustine was not fabulously wealthy; he depended on the Church for a living. For him, the Church was a portal necessary to reach heaven, but it was still a very earthly tool. Out of necessity, Augustine was more concerned than Ambrose with the mundane details of survival. He acknowledged that he had to struggle to find money to maintain Church buildings, clothe and buy food for the priests, and protect them in the hostile environment of North Africa. And he felt no shame in grubbing for money. If his flock did not give, there would be no Church.


Surrounded by a poor countryside filled with heretics, who were often violent, along with rich, aggressive pagans and an often unruly flock, Augustine was under physical siege in a way that the other Fathers of the Church were not. Ever a threat was the Donatist heresy, which had taken root in Carthage (near modern-day Tunis), three hundred miles away. The Donatists were founded by a Berber bishop, Donatus Magnus, who preached that the clergy had to be completely free of sin—“free of stain or wrinkle,” to quote Ephesians 5:27—to effectively preach and administer the sacraments. This orthodox rigorism called for a “church of saints” in which all who took part were completely pure. That meant Donatus rejected anyone who had ever negotiated with or capitulated to the Roman government in times of Christian repression. Augustine believed that no one was free of sin, and that such inflexible views only served to undermine the Church. It was heresy to suggest that a small group of believers had a singular grasp on God’s inscrutable plans, a monopoly on virtue that could not be challenged. Donatists, however, would physically attack other priests who did not accept their beliefs.20


For Augustine, limiting the Church to a small, chosen few not only was wrong, but also posed a danger to its survival and expansion. His fight against the Donatists was an earthly and spiritual battle that made money all the more necessary. Evangelism did not come cheap. The Church needed access to money and markets in order to fight its foes and rebuild a Christian Rome. It would have to take part of the place of Cicero’s republic, with priests the servants of a semi-theocratic state. This is clear in one of Augustine’s sermons, where he calls for alms to be made directly to the Church rather than distributed “indiscriminately” to the poor. It was not ideal for individuals to give charity to others without spiritual expertise. The Church alone could administer alms and the sacraments to bring salvation. The path, then, was not simply about renouncing the world; it was about earthly exchanges that benefited the Church and allowed it to grow.21


As with all earthly things, this new Christian Rome was not to last. Alaric, king of the Visigoths, sacked Rome in 410 and the city fell. Some Roman elites fled the invading Germanic hordes all the way to Augustine’s Hippo, where, justifiably, there was panic. Hippo did not have the military resources to defend itself. However, for Augustine the earthly challenges of the Church presented an opportunity to develop his thoughts on individualism in the economy of salvation. Cicero had shown the power of literature in facing the great adversity of the collapse of the Roman Republic. Now, the literal fall of Rome inspired Augustine to write his monumental City of God, in which he explained the necessity of earthly wealth and its place in the divine economy.22


Not all money could be renounced or given to the poor, he said. Rather, the Church needed its followers to create a Christian market economy based on free will. Those who were moral, Augustine insisted, were simply more likely to live better and to keep their wealth. “God,” he explained, “shows more clearly his manner of working in the distribution of good and bad fortune.” After all, he claimed, the moral and pious had suffered less at the hands of the Visigoths: “Those who obeyed their Lord’s advice about where and how they ought to amass treasure, did not lose even their worldly riches in the barbarian invasions.” The chosen were not just destined for heaven; God could bestow on them earthly treasures and protection.23


Augustine’s message could hardly have been more radical or more influential. The spiritual market directly influenced the earthly market. Augustine said that God had created the world with his invisible hand: “God’s ‘hand’ is his power, and God achieves even visible results by invisible means.” This was not yet Adam Smith’s invisible economic hand, but it made clear that a higher power could regulate wealth. Once one freely entered into God’s system and fulfilled the necessary exchange, there was nothing to worry about. God’s grace would take over. As with Cicero’s system of nature, Augustine saw salvation as “a stream” that conjoined and “caused” all things, and that could deliver one to God in heaven.24


In one of his last expositions on the Psalms, written near the end of his life, Augustine was explicit in connecting piety to an invisible system of wealth. “Is not this then happiness, to have sons safe, daughters beautiful, garners [storehouses] full, cattle abundant, no downfall, I say not a wall, but not even of a hedge, no tumult and clamor in the streets, but quiet, peace, abundance, plenty of all things in their houses and their cities?” God, he said, would make sure “the righteous” would have all this. “Did not Abraham’s house abound with gold, silver, children, servants, cattle?” he asked.25


If one believed Augustine’s view of earthly riches and in God’s role in the balance between free will and predestination, then it was possible to go one step further than Augustine, such that God might stretch the eye of the needle for a chosen few to pass through. Augustine and the Fathers of the Church who followed him erected a model of economic hope. For even as Rome itself collapsed, their theology promised that chastity, giving to the poor, and helping the Church would all lead to wealth in this life as well as treasure in the afterlife. It was the original win-win. One simply had to have faith in the system.


But the Christian market of salvation did not bring quick riches on earth. It would be hundreds of years after the death of Augustine before Europe found its way to earthly wealth—divinely sanctioned or not. When it did, the model of the divine economy would once again provide the philosophical concepts and language for the earthly economy, in this case, for early capitalism and free market theories. But after Augustine, with earthly riches came a new Christian embrace of secular, Ciceronian values.
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