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Finance

“Money is none of the wheels of trade; it is
the oil which renders the motion of the wheels

more smoothe and easy.”
—David Hume (1711-1776)

—_——

With finance we continue our picture of the evolution of business—a
picture that does not pretend to be a full reflection of history, nor a
mirror of how the businessman sees himself, but is more like a window
through which the rest of the world looks in at businessmen in their places
of business.

As noted in the introduction to the section on marketing, trade became
business when those who made exchanges did so for the sake of material
profit. So money, as a convenient way of expressing value, was an early
invention—money, just as a tool, so to speak, of business.

But money soon became more than a facilitating mechanism. It became
also a way of making profit. To make that profit a new form of business
was required. First of all, those who had money could now increase their
money by lending it to others for a fee; and this was more than merely
“renting” money—it was appraising risk and making decisions as to where
the return would match the risk. Secondly, borrowing money provided a
way by which those who had entrepreneurial ideas but lacked the capital
could obtain the money they needed and, if successful, make money for
themselves above and beyond its cost.

And, by one of the neatest contrivances of all times, those who held
money could, by pooling risks, insure the entrepreneurs also. For a fee,
the merchant could cover the contingency of the loss of his ship and
cargo, and pay that out of his prospective profit. This, perhaps as much
as the original capital, was the element that made many enterprises
possible.

So we start with Babylonian banking in 2000 B.c., and the money
changers in the temple described in the Bible. It is interesting that the
first banking was done by the church or under the auspices of the
church. We visit Lombard Street in London in the 1800s and Wall Street
in New York in the 1900s; the parallels of the two great money streets

[675]
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are striking. And we follow the development of insurance as it grew in
response to need.

Yet in this history of finance too, as in marketing, there long was senti-
ment—indeed, legislation and religious proscription—against one of the
central and necessary concepts; in this case the target was lending money
at interest. The joke is that bankers finally became the pillars of society—
a little on the cold or stuffy side sometimes, a little laughable when not
very awesome or even fearsome to those on the outside looking in (or
coming in for loans)—but dignified and respectable; while the merchant
remained not quite accepted. Even today there is still some discrepancy
in what people feel about the functions of the two types of men.

Banking

“Would you know what Money is? Go

borrow some.”
— N. H,, merchant (ca. 1714)

“The chief value of money lies in the fact that

one lives in a world in which it is overestimated.”
—H. L. Mencken (1880-1956)

The way banking has always risen up again, stronger than ever, from
troubles and panics, is tribute enough to its importance and to its basic
viability. Just as hard times in the economic world at large are magnified
in their impact on the banking structure, so good times—and good man-
agement—within the banks has an accelerating effect on business prog-
ress outside.

Banking today, through investments, through loans, through director-
ships, and through informal counsel, has a tremendous direct influence
on business. And it started long ago.
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THE OLDEST RECORDED
BANK LOAN—2000 B.cC.

FROM THE
ENCYCLOPAEDIA BRITANNICA

[“Banking in Antiquity,” from “Banks, History Of,” Encyclopaedia Britannica,
Encyclopaedia Britannica Company, Inc., Chicago, 1941, vol. 3, pp. 67-68.]

A clay tablet from Babylon testifies to the fact that banking, as a formal,
institutional body of transactions, is at least 4,000 years old; and that
originally it was conducted in the temple of the prevailing cult or religion.
The Babylonian priestess charged interest on her loans too. How different
this is from the feeling which existed midway between those days and the
present, that it was irreligious either to ask for or to pay interest (see
the section on Usury later in this volume).

This account of “Banking in Antiquity” is by Professor Elmer Mantz of
Columbia University.

[ S

PASTORAL NATIONS such as the Hebrews, while they maintained
moneylenders, had no system of banks that would be considered ade-
quate from the modern point of view. But as early as 2000 B.c., the
Babylonians had developed such a system.

It was not the result of private initiative, at that time, but an inci-
dental service performed by the organized and wealthy institution of
the cult. The temples of Babylon, like those of Egypt, were also the
banks. “Two shekels of silver,” runs a Babylonian document, “have
been borrowed by Mas-Schamach, the son of Adadrimeni, from the
sun-priestess Amat-Schamach, daughter of Warad-Enlil. He will pay
the Sun-God’s interest. At the time of the harvest he will pay back
the sum and the interest upon it.” It is evident enough that the
priestess Amat-Schamach was merely the accredited agent of the
institution. No doubt the clay tablet with the inscription corresponds
to what we call negotiable commercial paper. Another document of
the same period was certainly such. It runs: “Warad-Ilisch, the son
of Taribum, has received from the sun-priestess Iltani, daughter of
Ibbatum, one shekel of silver by the Sun-God’s balance. This sum is
to be used to buy sesame. At the time of the sesame-harvest he will
repay in sesame, at the current price, to the bearer of this document.”
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At a much later period, about 575 B.c., private initiative had taken
the lead in Babylonian banking. At that time we hear of an institution
that has been compared to the Rothschilds of nineteenth-century
Europe—the Igibi bank of Babylon. Its last great head died at a time
not far distant from the date just given. The records of this bank show
that it acted as buying agent for clients; loaned on crops, attaching
them in advance to insure reimbursement; loaned on signatures and
on objects deposited; and received deposits on which it paid interest.

In Greece in the fourth century B.c., i.e., at the time of the great
commercial prosperity that brought on the Persian wars, banking was
well established. As in Babylon, there was no prohibition of interest
taking, so that banking was free to develop as circumstances might
permit. There was, no doubt, some concentration of functions in cer-
tain large institutions, but the different operations of banking were
performed by various kinds of bankers. Thus, the trapezitai—the
name is still used by Greek bankers—were those who received
deposits on interest to administer as current accounts such as check-
ing; the kermatistai were the equivalent of the medieval goldsmiths,
their function being the testing of coins and the changing of them;
the daneistai were the moneylenders. A well verified function of the
banks of Greece was to prepare letters of credit on correspondents
with a view of obviating the actual transport of specie in payment
of accounts.

The private bankers, however, had no monopoly on most of these
transactions, and indeed it is probable that, as in Babylon, private
banks followed the temple banks by a long interval. The temple system
seems to have included most of the typical banking operations, except,
perhaps, those of changing and of assay. There is small doubt, in any
case, that such great temples as those of Ephesus and of Delphi were
the most powerful of the Greek banking institutions before the time
when the progress of irreligion had destroyed the public sense of
security in making temple deposits or in allowing priests to act as
financial agents.

Yet the Greek private bankers never monopolized the business, for
the public, or state, bank was everywhere to be found, as at Abdera,
Sinope and Cyzicus, and the surviving records show that, except in
times of national emergency, the private bankers had but little chance
to get profit from the financial transactions of the state.

The Greek system influenced Rome to the extent that certain
Roman temples engaged in financial transactions for individuals. The
College of the Flamens is known to have been entrusted with carry-
ing out a will wherein was inserted a clause that turned over to it the
ownership of the estate in question unless the heir should comply
with a certain stipulation. The document is of particular interest
because it shows a sense of absolute confidence in the integrity of
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the Flamens. But Roman legislation was inclusive on all such subjects,
and fraud in banking was a matter of the greatest difficulty. In 210 B.c.
we find the earliest definite regulations as to Roman private bankers—
an ordinance which assigned the places in the Forum where the
tabernae argentariae, or banking offices, might be located. The
Romans did not follow the Greeks in the organization of state banks.
But their minute regulations as to the conduct of private banking
were calculated to create the utmost confidence in it; it touched all of
the various divisions of the business, which were typically assumed
by different individuals, as in Greece.

Hellenistic Egypt, unlike Rome, imported the Greek banking sys-
tem bodily. On the one hand we find a private bank in Alexandria
operating at night, when vessels could best come to anchor in that
port, and displaying, as a sign, a little poem especially ordered from
a famous bucolic poet [see page 681 in this volume]. On the other
hand, the state banks were as widely distributed as they were in
Greece; their organization, each with a director, a subdirector, and a
responsible manager, whether at Memphis, Thebes, or Arsinog, is well
known. Everywhere, it appears, the state and private banks managed
to exist together. In one little village, that of Dionysias, near Lake
Moeris, there were two private banks in A.D. 151. . . .

With the end of the civilization of antiquity banking degenerated,
for a period of some centuries, into a system of financial makeshifts.
There were various reasons for this, the most important, no doubt,
being administrative decentralization and the weakening of govern-
mental authority, with its inevitable counterpart of commercial inse-
curity. The very widely distributed means of banking brings out the
prevalence of this insecurity in a striking manner: as in Babylon, in
Egypt and in Greece the sanctuaries were the banks. But if the phe-
nomenon appears a similar one in those ancient countries and in
medieval Europe it shows, upon analysis, fundamental differences.
The ancient state was strong, whereas the medieval one was weak;
and although the Christian churches and monasteries represented the
medieval state religion, still, the church in each country was no
stronger than the state in question. Therefore there could be no such
absolute guarantees for depositors in church treasuries as had been
common to those who used the temples as banks in antiquity.

But there was a certain guarantee—that furnished by the practical
unanimity of opinion as to the inviolability of sacred buildings—and
this was accepted as the best available one. The result was that people
entrusted the officials of churches and monasteries with their money,
either as a deposit to be withdrawn or as a cash payment for a stipu-
lated annual income, whether perpetual or for a term. As for receipts
calling for periodic payments by a church treasury, they came to be
the most widely distributed of European commercial paper, and
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ranged through all denominations; they were negotiable, and as such
were often divided into infinitesimal sums for the purpose of market-
ing them with poor investors. The order of the Templars (ca. 1118—
1320) became the outstanding representative of ecclesiastical bank-
ing and its records show that its operations included almost every
type of the modern bank’s activities, including those of the trust
company.

CURRENT MONEY WITH THE
MERCHANT—4,000 YEARS AGO

(P | o N

FROM THE BIBLE

[First Bible excerpt: Genesis 23:1-2, 13-16; second Bible excerpt: Job 27:12-19
(Hebrew Bible).]

What is the origin of money? Presumably it developed as a necessary
medium for conducting trade. Where? Perhaps many places spontane-
ously, because the need was everywhere that trade went. When? Deep in
antiquity; no one knows exactly at what point the need led to action.
But somewhere, sometime, came the idea of value expressed in precious
substances like gold and jewels.

Here we present two passages from the Bible (Hebrew version)—one
from Genesis, about 4,000 years ago; the other from the Book of Job,
certainly earlier than the fifth century B.Cc., when it was written down.
Both evidence currency and a commercial community. As De Bow’s The
Commercial Review, of February 1846, puts it:

“The children whom God has raised up to Abraham—the Hebrews, of
all ages and countries from that time to this—have proved themselves,
beyond all compare, the most extraordinary nation of traders and
traffickers that the annals of mankind have yet recorded.”

[

I

AND THE LIFE of Sarah was a hundred and seven and twenty years;
these were the years of the life of Sarah. And Sarah died in Kiriatharba
—the same is Hebron—in the land of Canaan; and Abraham came
to mourn for Sarah, and to weep for her. . . . And he spoke unto
Ephron in the hearing of the people of the land, saying: “But if thou
wilt, I pray thee, hear me: I will give the price of the field; take it
of me, and I will bury my dead there.” And Ephron answered Abra-
ham, saying unto him: “My lord, hearken unto me: a piece of land
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worth four hundred shekels of silver, what is that betwixt me and
thee? bury therefore thy dead.” And Abraham hearkened unto
Ephron; and Abraham weighed to Ephron the silver, which he had
named in the hearing of the children of Heth, four hundred shekels

of silver, current money with the merchant.

I

But wisdom, where shall it be found?

And where is the place of understanding?

Man knoweth not the price thereof;

Neither is it found in the land of the living.

The deep saith: “It is not in me.”

And the sea saith: “It is not with me.”

It cannot be gotten for gold,

Neither shall silver be weighed for the price thereof.
It cannot be valued with the gold of Ophir,

With the precious onyx, or the sapphire.

Gold and glass cannot equal it;

Neither shall the exchange thereof be vessels of fine gold.
No mention shall be made of coral or of crystal;
Yea, the price of wisdom is above rubies.

The topaz of Ethiopia shall not equal it,

Neither shall it be valued with pure gold.

A GREEK POET WRITES
THE EARLIEST RECORDED
BANK ADVERTISEMENT

2

THEOCRITUS

[Charles J. Bullock, ‘“Bank Advertisements: Ancient and Modern,” from Bar-

ron’s, vol. VIII, no. 31, July 30, 1928, p. 3.]

The earliest recorded bank advertisement was written by a Greek poet
for a Greek banker, close to the middle of the third century B.c.—which
proves not only that banking and advertising are old, but also that even
poets must work for their living—or occasionally write for it, anyway.
This is catalogued (though it is usually neglected or omitted entirely) as
the Twenty-third Epigram of Theocritus, better known for his Idylls, the
classical model of idyllic treatment of the joys and beauties of country life.

—_—————
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To ciTizeNs and foreigners this bank gives equal dealing;
Deposit and withdraw, when your account is correctly made up
Let another make excuse: but Caicus even at night
Pays foreign money to those who want it.

WHERE THE DOLLAR SIGN
CAME FROM

WP~ | /o )

AN ANONYMOUS WRITER AND
FLORENCE EDLER DE ROOVER

[Both from Bulletin of the Business Historical Society Incorporated, ed. by Hen-
rietta M. Larson, Baker Library, Boston. “Note on Our Dollar Sign,” vol. XIII,
no. 4, Oct. 1939, whole no. 79, pp. 57-58. Florence Edler de Roover, “Concerning
the Ancestry of the Dollar Sign,” vol. XIX, no. 2, April 1945, whole no. 113,
pp. 63-64.]

Here is a “Note on Our Dollar Sign” from the October 1939 issue of
the Bulletin of the Business Historical Society, which provides six differ-
ent explanations of where this American, and now almost universal,
symbol originated; and a little piece, “Concerning the Ancestry of the
Dollar Sign,” from the April 1945 issue of the same publication, which
carries the conjecture in still another direction. With so many explana-
tions available, you can take your pick; the Pillars of Hercules is probably
the least likely, but the most romantic.

e

I

THE FAMILIAR SYMBOL of our American dollar came into existence
not later than 1790-95. It may have been developed or adopted in
New York or Philadelphia. But whence did it come?

Several explanations of the origin of the sign have been offered or
can be thought of. First, it is merely the monogram of the United
States formed by the merging of the initial letters of the two words.
Second, it is the monogram of that uncertain person called Uncle
Sam who, however, apparently came too late to get into the picture
at all. Third, it represents the two Pillars of Hercules with the scroll
found on the reverse of the Spanish dollar that was commonly used
in the American colonies and in the youthful republic. Fourth, it is
the abbreviation for pesos (8 pesos to the Spanish dollar). The
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thought is that a monogram was constructed out of the Greek p.
written II, and the final s. It would be difficult, however, to demon-
strate that the Greek letter was used in connection with pesos. But
whatever particular objection may be urged against each of these
explanations, there is an effective one that seems to overturn them all,
namely, that the symbol commonly had only one vertical stroke in
early days.

The fifth explanation is that the symbol has nothing to do with s
but was originally an 8 and became conventionalized as an s. The
idea is that the symbol 8 stood for 8 pesos or 8 bits, which the dollar
contained. In other words, the dollar was a piece of eight. Now, the 8
was commonly written with an extended vertical line following the
pen upward in the formation of the figure. Early merchants’ accounts
show it thus. Practice came to draw this line downward as well as to
push it upward. The result was $.

The sixth explanation is not in conflict with the fifth but supple-
ments it. In some states, notably in New York and Pennsylvania, the
Spanish dollar was valued at 8 shillings of local money. This amount
was written either 8s or 8/. When the latter practice was followed,
the form became substantially $. It is an interesting fact that type
faces have followed either one of these forms and historically either
seems to be correct, though originally it is doubtful whether the sym-
bol with the double vertical lines was commonly found in any states
except where the dollar was worth 8 shillings. . . .

II

AMONG THE numerous explanations offered for the origin of the
American dollar sign, no one seems to have raised the question of
whether the dollar sign may have the same ancestry as the word
“dollar.” There is no doubt about the etymology of dollar. It is de-
rived from the German word Thaler, through the Dutch daalder.
Furthermore, it is certain that Thaler is an abbreviation of Joachims-
thaler.

Fi1G. 144. Joachimsthaler. First minted in Bohemia in 1520.



