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Abstract 

 

The establishment of currency and financial systems is one of the most important developments 

for a civilization. Arguably the most impactful civilization, Rome, is no exception to rapid 

strides made in financial intermediation and the economy in general. The Roman banking system 

is a defining example of development and it happened with little to no government oversight. 

Instead, the banking system of ancient Rome developed to be an impactful force solely through 

the private market. The effect of the Roman civilization’s banking system can be seen in primary 

sources from the era’s writers, archaeological evidence, and via analysis of trends seen in the 

modern financial landscape. Analyzing the primary and secondary sources of the ancient Roman 

banking system establishes the image of a financial intermediary which developed privately and 

made a lasting impact on the Roman empire and world.  
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Process Analysis Statement 

 Entering the thesis process, I was struggling finding a topic I wanted to write about. It 

was not for a lack of ideas, there were just numerous routes I wished to take. Eventually, I 

concluded I wanted to research the economy of ancient Rome. Clearly, the broadness of the 

Roman economy required me to lock down on a specific subpoint. I knew whatever subpoint I 

decided on should be an area of research which was unique. 

 After conversations with numerous people, such as my thesis advisor, I made the decision 

to write about the banking industry of ancient Rome which existed solely in the private sphere of 

life. Exploring how institutions develop, especially those independent of an authoritative body 

such as a government has always piqued my interest. Learning about the Austrian economic 

principle of spontaneous order in the Economic Book Club was one of the primary drivers which 

led to my interest in a topic like this. Additionally, I love history and financials, so exploring a 

relatively forgotten aspect of Roman history was enticing. I believe it is important to effectively 

showcase how an important institution developed without support from a governmental body 

because many of history’s greatest organizations and social customs matured in a similar 

manner. 

 To gather information for my paper pertaining to the specifics of Roman banking I 

utilized the various research databases available to us as BSU students. One of the primary 

databases which was very helpful was JSTOR. In expansion of the databases, I also found 

countless books relating to the Roman economy and the banking system established in the large 

empire. Finally, I explored primary sources where prominent Romans would mention the inner 

workings of loans, the economic environment, and more. After accumulating research on the 

specific nature of Roman banking, I looked at many economic articles, textbooks, etc. to provide 
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an accurate representation of the economic and financial variables at play in the Roman system. 

All the research I performed provided the backbone for my paper and was the hardest aspect, in 

terms of workload. 

 In the process of writing the paper I prioritized my own narrative of what was taking 

place in the Roman banking system. I then applied the sources I researched as evidence for the 

analyses I made. This seems like a very simple writing process, and it is, but it depicts the 

writing style and evidence-based approach of backing my arguments I have developed at Ball 

State. One of the items I kept in mind while writing the paper was to instill a personal voice in 

the paper. I have read many research papers which are not entertaining at all, but I wanted to 

write a paper which could keep the readers’ interest while granting them access to interesting 

knowledge about one of the most pivotal civilizations in history. I believe I have made a solid 

effort in this regard…for an accounting major! 

 This project was fun for me because I enjoyed the topic I selected. As an enjoyer of 

history and economic information, every new piece of research I found granted me another 

nugget of knowledge. Beyond the scope of the topic, the thesis writing process enhanced my 

ability to effectively gather information to support a personal claim. Effectively communicating 

one’s own ideas in the world is valuable and cannot be understated. Throughout writing this 

thesis, obstacles were encountered due to Covid-19; however, just like the writing process, 

Covid-19 has showcased the value of communication in society. The insurmountable enjoyment 

I had researching, developing, and writing my thesis was fantastic, and I hope there is something 

everyone can take away from the effort I put into this paper! 
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Thesis  

 Modern financial systems operate in the public sphere where they are regulated and 

observed by numerous institutions. The rules pertaining to modern finances ensures the 

enforcement of buying bonds, purchasing stock, or even obtaining a loan from a local bank. The 

faith in the financial system relies on the oversight of a public sphere of society, most notably the 

government. Even a seemingly mundane transaction of making a deposit to your bank account 

has numerous authorities supporting your action. In the modern world we take the public 

oversight of financial transactions for granted because they are prevalent in the technological 

age. However, there have been many instances in history where people had to create enforcement 

systems which operated independently in private spheres of influence. The establishment of this 

private oversight prompted individuals to answer the question: how can contracts be enforced 

without the support of a judicial system? In Austrian economics the idea prevails that 

enforcement will be “evolved in an emergent or spontaneous order” (Boettke et al. 324). In other 

words, the market will drive the creation of institutions, regulations, etc. needed for the action to 

develop. There are a never-ending supply of examples showcasing this spontaneous order taking 

place, most notably with the emergence of stock markets in Amsterdam and New York City. In 

Amsterdam and New York City, actions were taken to enforce financial systems looked down 

upon or ignored by the government. Spontaneous order’s emergence in this more recent history 

does not seem all that impressive, yet the concept plays a large role in supporting a large system 

within arguably the most impactful empire in the history of humankind, the Roman Empire. Like 

the seventeenth to nineteenth century stock markets, the banking system of Ancient Rome 

existed primarily in the private sphere. Similar to the stockbrokers of Amsterdam and New York 

City, ancient Romans working in the banking occupation needed to come up with a way to 
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enforce their practices with no oversight from the government. Answering the question of how 

the Ancient Romans created and enforced a private banking system has roots in Austrian 

economic thought. Through an analysis of the Roman economy and financial system we can 

make comparisons between modern practices and the emerging actions of ancient financial 

players. Additionally, an analysis of the ancient Roman economy cements what is common 

knowledge today, that there are endless connections between culture, politics, and the economy. 

This, in turn, helps answer the question of how Romans were able to enforce the practices of a 

banking system not recognized by the authority of the senate or emperors who played a large role 

in western civilization. Hence, values, such as personal honor, rooted in the heart of ancient 

Roman society powered a banking system which spontaneously developed to exist in the private 

sphere. 

 When Ancient Rome is mentioned most people picture large armies marching, towering 

architectural feats, and crazed emperors. As an avid fan of history, I can be caught up in the 

countless facts and stories surrounding the civilization which has impacted many people’s lives 

even to this day. Nevertheless, in the overarching theme of academia, a lot of attention is not 

garnered to the economy of Ancient Rome, which was primarily agrarian, like many ancient 

economies. The Romans: however, had an economy which was much closer to modern 

economies than someone would initially think. In contrast to potential preconceived notions, the 

ancient Romans made great strides in economics from a practical standpoint. There were no 

economists in ancient Rome like we have today, but financial practices were constantly evolving, 

“sources [such as Livy’s Ab urbe condita, 35.7] report various lending practices, bank branching, 

loan transfers, and lending activities of temple endowment and local governments” (Malmendier 

1082). Arguably the largest facet of the Roman economy which evolved the most was the 
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extensive banking system which is closer to modern banking than one might think. These Roman 

banks were identified as argentarri. Like modern bankers, the Ancient Roman banks would take 

deposits and loan out money. The amount of capital they handled may not compare to modern 

financial intermediation, yet as Peter Temin states, “even if the modal Roman bank was small, 

Roman banking was a big business” (Temin 187). Most banks in Ancient Rome were a collective 

of people with investing interests, who would pool their money together to form the initial 

capital backbone of the bank. The banks themselves would then help others pool funds by taking 

deposits and making loans. The contracts from these loans would be held privately, often the 

main owner of the bank would have a personal vault in their home. Why would the members not 

keep their loan contracts in the bank building? Well, a lot of the banks did not have permanent 

brick and mortar place of business. Instead, bank members would often show up at a market stall 

at pivotal times throughout the week to fulfill the needs of their customers. There was usually 

only one bank per town, but there were certain banks which had multiple branches in major 

cities. A common misconception is that temples operated as banks. Temples were more aligned 

with large storage facilities where people, primarily the rich, could store their money and might 

have the slim opportunity to earn a very small amount of interest. To describe the use of temples 

in a modern economic sense: temples were the equivalent of hiding your money under your 

mattress, but with a bit more security. So, as a Roman citizen there would be similar financial 

options available to you which you have in the twenty-first century. Certainly, entering a Bank of 

America is not the same as walking to the market stall of an ancient Roman bank, yet the basic 

financial opportunities are outstandingly similar. Though the financial opportunities are 

relatively similar, what did the operating structures of these ancient Roman banks look like? 
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 Banks, similar to other Roman enterprises, had the ability to “develop organic and highly 

flexible operating structures” (Temin 185). This is largely due to the flexibility of social 

institutions within the society. For example, banks could be partnerships (societas), and use 

slaves and freedmen, often legally appointing them as agents through the practice of praepositio. 

Peter Temin mentions how “most societates had no corporate legal persona…thus in legal theory 

third parties could only deal with socii as individuals…” (Temin 173). The opportunity to 

experiment with various business practices allowed Roman banks to find the concepts that fit 

their needs the most. Over time, banks in the Roman empire would all follow standard business 

practices they developed. Comparing this process to a student honing their studying techniques 

to obtain the most efficient results in their classes can assist in understanding the standardization. 

Through countless developmental years working and collaborating with other students, our 

student in this scenario reaches an optimal studying technique. Of course, there is still room for 

improvement, but a floor has been established which would serve as the standard for practices. 

By establishing standard practices within banking, a form of self-guidance bloomed, allowing 

operation outside of the legal system because, as pointed out before, these banks existed only in 

the private sphere. As an accounting major the development of these standard practices would be 

similar to Generally Accepted Accounting Principles (GAAP) used by accountants, in the sense 

that the practitioners of Roman banking agreed organically that these guidelines were the best for 

the trade. There may have been no fixed business premises for Roman banks, but there were 

relatively fixed business operating measures. The informal operating measures of the Roman 

banks would compare remarkably to the formal banking practices in modern society; the primary 

difference would be the lack of formal institutions providing support. Even without institutional 

oversight the development of operating measures brought clarity to which banks were 
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performing their duties adequately and ethically. Now there was a set of rules which individuals 

inside and outside the industry could use to evaluate the banks operating around them. The 

privately developed standard practices of ancient Roman banks provided an air of legitimacy to 

the banks which rested outside of the traditional bounds of an emperor’s seal of approval. 

 When it comes to enforcement of contracts for Ancient Roman banking, the people fell 

on the basic values of their society. The primary value of Ancient Rome was personal honor 

which dictated almost every aspect of a Roman’s life. The myths and customs permeating 

throughout Roman culture highlighted how duty and honor were characteristics of a good 

Roman. A testament to the value placed on honor in Roman society is evident in the fundamental 

concept of pietas in Roman religion and life. Pietas refers to the “personification of a respectful 

and faithful attachment to gods, country, and relatives, especially parents” (Britannica, “Pietas”). 

The hierarchical system of faith and duty in Roman civilization would be an important one to 

follow to be deemed honorable. Whether it be the politician communicating with his peers about 

a new policy, the soldier fighting for his country, or the freedmen performing his daily tasks, 

honor was in the forefront. To not uphold one’s honor and reputation would be the greatest 

disgrace and leave them facing ridicule, reduced opportunities, or even punishment. Vittorio 

Nicholas Galasso summarizes the importance of honor in Roman culture, “The production of an 

individual's identity occurred through the recognition of honor by members of an aristocratic 

class. This recognition had profound implications for the positions a man could legitimately hold 

in Roman society” (Galasso 187). The matter of honor extended to upholding contracts and any 

Roman who broke a contract would be severely punished socially. A great place to look for 

specific examples of punishment regarding a lack of honor in ancient Rome is the Roman armies. 

Though the penalties in the Roman armies are much harsher than those of a privatized banking 
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system, the concept of promoting honor still prevails. Some of these military punishments are 

decimation (killing one-tenth of a cohort which was mutinous, cowardly, or exercised other 

dishonorable traits), a reduction in rank, relegated additional duties, or loss of privileges 

accumulated due to military service (“Legionary Discipline”). The ties to the military make sense 

when it is put in perspective just how intense of a military society Rome was. Moving forward, 

the most excruciating punishment in the private banking system would be the inability to obtain 

or make any other loans. Similar self-enforcement would be used with the stock exchanges of 

Amsterdam and New York City centuries later where organizations would maintain lists of 

people who were not trustworthy traders, i.e., those who did not uphold contracts or lied. This 

system of enforcement would closely resemble the “community responsibility system, [used by 

medieval guilds] whereby if a member of one guild defaulted on a contract with a member of 

another, the injured party's guild would impose collective reprisals on all members of the 

defaulter's guild, giving the latter an incentive to penalize the defaulter” (Ogilvie 179). Though it 

is disputed whether ancient Roman bankers formed guilds, it is known they utilized a community 

responsibility system. Therefore, the bankers would create and protect records of all their 

transactions, so loans would be monitored closely. With the banks primarily operating locally the 

actions of the banks would focus on a select group of people, so a misstep with a loan could 

erase any other opportunity to receive a loan in the region. There may have been the ability to 

move from one town to another to secure more loans; however, this practice would end fast as 

Ancient Rome was not completely without a communication system. For example, one evaded 

contract to purchase wine in Rome by Cassius could lead to his now ill-fated name being spread 

throughout the Italian peninsula and Mediterranean. Therefore, there would be great risk in 

trying to jump from town-to-town trying to swindle people out of denarii; hence, executing 
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faithfully was incentivized socially. Some may be wondering, were there any courts who heard 

cases pertaining to contracts? The answer to the question is yes, but not regarding the private 

banking system. The courts’ contract enforcement primarily centered around the government 

overseen maritime trading. Maritime trading was acknowledged under Roman governmental 

authority because it was an established practice and the government had general understanding 

of its operations. On the other hand, the newer system of banking was not handled by the 

government who had little knowledge of how it worked. This was one negative of the Roman 

law system which “did not discuss abstract concepts but concrete cases of current interest…” 

(Malmendier 1083). Think about modern governments and how they are having issues trying to 

deal with legal, economic, etc. issues pertaining to the internet. The lack of knowledge in the 

emerging enterprise severely limits the government’s ability to grant and enforce their public 

authority. Certainly, the Roman system of law was flexible enough to adjust to a changing 

environment, similar to the modern system of law, but even so there would be a relatively large 

period before the necessary legal oversight was provided. Hence, contracts in private banking 

had to rely on the concept of personal honor and inner-institution methods of enforcement. The 

more private and personal creation and enforcement of the Roman banking system impacted 

Romans’ views of their banking system. 

 Today banks are viewed as a common institution where we can safely deposit money and 

obtain a loan, when meeting certain requirements. We all have our own banking organization we 

work with and have an almost unlimited supply of branches to visit. Generally, our visits to 

banks involve the common practice of depositing a paycheck or withdrawing some cash for a 

night out. Society has even advanced to the point where a single click on a mobile device can 

complete a transaction. Clearly the Ancient Romans did not have such a technology advanced 
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banking system, yet the views of their system are fairly like modern perceptions. The Ancient 

Romans viewed the banking system as a means to make safe deposits, safe in comparison to 

holding the money themselves, and obtain funds for business. The banks were a safety net for 

many people in the sense it was a relatively easy and protected means to obtain funds. Robert J. 

Smutny highlights an example pertaining to Cicero’s utilization of loans, “...we do know that 

Cicero was forever borrowing and repaying money, and that he was anxious for his debts to paid, 

if only to maintain his reputation” (Smutny 52). It is important to note most of the clientele of 

banks in Ancient Rome did not include the upper-class patricians who often would loan money 

within their own social networks. Though the richest may not have been entirely involved in the 

system, there was many users within the Roman empire. Not only was the empire very large 

(maybe an appropriate term is “massive”), but all people were also eligible to obtain the services 

of a bank. There are instances of plebeians, freedmen, and even slaves who obtain loans with the 

help of a bank. Additionally, “legal references in the Digest [a compilation of writings on Roman 

law from the sixth century CE] show us instances where loans were contracted with the objective 

of buying some land, building, equipping or purchasing a ship, repairing a ship, feeding sailors, 

purchasing merchandise (e. g. marble) for resale and to a slave for running an oil business” 

(Silver 305). The extent of financial intermediation in Ancient Rome is impressive in how capital 

was able to be spread about many individuals. Now, it is vital to slow down and clarify the banks 

did not create a free-flowing system of capital among a society in which there was not clear class 

mobility ability. Nevertheless, the fact the banks’ services expanded to many types of citizens 

emphasizes how large the business was in the civilization. It also helped create a public 

impression that these private banks could serve as safety nets in the community. One could also 

state these private ancient Roman banks were a valued tool for the masses of Ancient Rome. It is 
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impressive to think there was even an institution which could expand the economic opportunities 

of all people in Roman society. We typically only think about these more progressive tools or 

systems developing in recent years, so it is interesting to see it at play many years ago. Though 

the citizens of Rome utilized the banking system, the government did not. 

 Like most classical civilizations, conquest was the primary way to obtain funds for 

Rome. Why raise taxes or borrow money when you can just raid the lands of your neighbors? 

The Romans were very successful in their collection of funds from surrounding countries and it 

led to economic expansion unrivaled until centuries later. Eventually, however, there comes a 

time where the bountiful lands of neighbors dry up or cease to exist. Hence, the government must 

obtain funds from an additional source. The additional source for the Roman government was 

taxes. The tax system of Ancient Rome was complex in that it had a combination of direct and 

indirect taxes which according to statutes would be paid in cash or in kind. Some of the taxes 

which were levied included an inheritance tax, a poll tax, and a land tax. The taxes on 

individuals, such as the poll tax, were the main source of direct tax revenue for the Roman 

government. The complexity of the Roman tax system does not compare to the grueling systems 

you see in modern countries, thank you IRS, but for the era it was extraordinary. In addition to 

the direct taxes, the main source of indirect tax revenue was the customs and tolls, known as 

portoria, charged on imports and exports. With how much trade the empire and its provinces 

partook in it makes sense the customs and tolls would generate a large amount of revenue for the 

Roman government. The utilization of conquest and eventually taxes, meant the Roman 

government did not rely on the banking system within the empire. “The Roman Empire lacked a 

national debt and a centrally chartered bank,” seemingly because there was no need for them 

(Temin 188). However, as stated before the private banking system was a lifeblood for many 
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individuals who needed funds. This makes sense as the average Roman would not have direct 

access to the funds obtained through conquest and they would, of course, be providing the taxes 

themselves. So, banks were not a pivotal aspect of the government, but, as shown above, they 

played a valuable role in helping citizens accumulate funds for various purposes. 

 The banking system of Ancient Rome was more established than most people would 

imagine, yet there is an important distinction to point out between the historical system and the 

modern form of banking practiced today. Ancient Roman banking was not commercial banking. 

There are multiple reasons for this, but first it is important to transpose the definition of a 

commercial bank. A commercial bank is a financial institution that accepts deposits, offers 

checking account services, makes various loans, and offers basic financial products like CDS and 

savings accounts to individuals and small businesses. From a monetary policy standpoint, 

commercial banks are important in making money and establishing interest rates for an economy. 

As stated before, there are a couple of notions behind the conclusion that banks in ancient Rome 

were not commercial in nature. The first reason surrounds the type of loans provided by banks in 

the Roman empire. Historical evidence showcases relatively consistent forms of loans which did 

not take the numerous structures that exist presently. For example, modern banks offer various 

types of loans (auto, business, etc.) and have items such as certificate of deposits. The Roman 

banks centered primarily on loans focused on individuals where the amounts could vary, but loan 

sizes were relatively small. The historical taboo on loans occurred as “people seldom wanted to 

extend much credit because they didn’t trust that the future would be better than the present…in 

economic terms, they believed that the total amount of wealth was limited, if not dwindling” 

(Harari 308). The premodern human’s pessimism towards the future created an environment in 

where loaning money was extremely risky, hence if any credit was granted it was limited to 
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short-term, small loans with high-interest rates. The aspect of future expectations of ancient 

Romans has roots in human biology itself in addition to the external influences humanity was 

dealing with prior to the modern era. It is only in these more recent times that people and 

institutions hold the belief that economic prospects will continue to improve in the future. This 

belief is one of the cornerstones of capitalist society which was not prevalent during the Roman 

empire. There is also no evidence of the use of charges and fees that banks in the twenty-first 

century apply when offering services. A typical theme of commercial banks is the price attached 

to their services. Currently the evidence, or in better words the lack of historical evidence, points 

to a Roman banking system which did not charge users charges or fees like we see today. One 

can assume the bank would most likely make their profits from interest and, in some cases, 

taking a percentage of profits from funded projects, enterprises, etc.  

 The second reason the Roman banking system is not commercial banking pertains to the 

limited role of Ancient Roman banks in the overall economy. For starters, banks in Rome were 

localized and only had an impact on small local communities, though they were often a boon for 

people who needed some money when in a pinch. There were some rare exceptions, but it was 

more often the case there were not multiple branches of one’s bank in the empire. Though 

Claudius would love to have a branch of SPQR Bank in every city he travels to throughout his 

journey administering assistance to the provinces, this would not have been possible. Instead, he 

would have to travel home every time he wished to receive services from his primary bank. On a 

larger scale, the focus on lending to individuals and less to Ancient Roman businesses 

corporations (which focused on maritime trade more often than not) reduced impacts on capital, 

credit, and liquidity in the market. For example, “despite usury regulations, market participants 

were able to adjust the interest rate to the risk of the loan;” however, these adjustments in certain 
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instances did not have a profound impact on an empire wide interest rate (Arruñada 70). Roman 

banks influenced liquidity and credit to a certain extent but had little to no effect on capital 

within the Roman markets. Finally, the 

banks limited role in the economy 

pertains to how they existed solely in 

the private sphere. Commercial banks 

in modernity play such a large role in 

the economy because of their lending, 

but specifically how their lending is 

encouraged or discouraged to affect the 

money supply. Interestingly enough, the 

central bank regulation of the twenty-first century first world 

economies have developed the commercial banks into institutions 

which play a large role in the economy. By only having private, and relatively local, spheres of 

influence each individual Ancient Roman bank had limited impact on the overall economy of 

Ancient Rome. The limitation of Roman banks and the entire Roman financial system can be 

seen in Figure 1 which displays a typical progression of the usage of debt and equity. The Roman 

financial system was limited to the first four rows of the chart and did not obtain the public 

market aspect which is a much more modern tool. Nevertheless, the financial system and 

banking of ancient Rome was a pivotal foundation of the Roman civilization. 

 The banking system of Ancient Rome lasted for countless centuries despite operating 

primarily in the private sphere for most of its existence. The banks and other financial 

intermediaries of Rome vanished from history in the third century CE as prices in the Roman 

Figure 1: Temin, Peter. The Roman 
Market Economy. Princeton 
University Press, 2017. Pg. 160 
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economy began to rise. The rising prices led to a situation where “the real interest rate – equal to 

the nominal interest rate minus the rate of inflation – declined sharply and even turned negative 

in inflationary surges (Temin 189). This plight created an unfamiliar problem for Roman banks 

where the contracts they initiated on loans were no longer profitable. Hence, the banks started to 

cease operation. We are left with one pivotal question now: why did prices start to rise? The 

primary culprit of rising prices was how 

often the currency was debased. 

Debasing a currency entails lowering 

the value of a currency and it is 

generally associated with currency 

made of precious metals. Hence, the 

standard Roman silver coin, the 

denarius, was susceptible to debasing. 

The way the denarius would be debased 

is the amount of silver within the coin 

would be reduced, for example from a purity of 98% to 95%, which 

would lower the intrinsic value of the coin even though the face 

value would remain the same. Ultimately, this leads to inflation 

which has a damaging effect on the economy. The Romans were no 

strangers to debasing their currency as they did it on multiple 

occasions. Figure 2, shows how debasement impacted the Roman 

denarius purity, measured by silver content, over the years. Ultimately all the debasing also led 

to bad money driving out the good, “Gresham’s Law of course, became operative; silver and 

Figure 2: “Dating Roman Silver 
Coins: Getting to the True 
Composition.” Bruker, 
www.bruker.com/en/applications/aca
demia-materials-science/art-
conservation-
archaeology/archaeology-and-
archaeometry/dating-roman-silver-
coins--getting-to-the-true-
composition.html.  
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gold coins were naturally hoarded and were no longer found in circulation” (Schuettinger and 

Butler 21). An outsider would probably think, why would you continue to practice debasing if 

there is even a semblance of understanding of its negative effects? There are multiple theories as 

to why debasing occurred. One of the reasons cited for why debasing occurs is to stop a 

deflationary spiral. When periods of heavy deflation were occurring, the government would 

reduce the intrinsic value of its currency to create inflationary pressures on the economy. The 

hope was to obtain a balanced monetary outlook where there would be some stability brought to 

the currency. This view paints a rosy picture as to how debasement may be used to counter a 

harmful period of deflation, yet this view does not capture the reality of the reasons debasement 

was utilized. The primary reasons for debasing included funding wars or large-scale projects, 

assisting the government in meeting its financial obligations, and providing a politically 

appealing move in terms of gaining wealth without having to increase taxes. Wars and large-

scale projects are clearly not cheap, so governments would try to drum up money in any way 

possible. In modern times, the government would most likely issue a bond to obtain the funds; 

however, the financial mechanisms were not in place in ancient times. Hence, debasement would 

seem a viable option. Meeting financial obligations makes sense from the standpoint of 

debasement increasing the quantity of currency which could then be used to pay off any debts. 

From the debtor’s point of view this is fantastic, yet not so for the person who loaned out the 

money. Lastly, debasement’s ability to increase the funds of the government without raising 

taxes would be politically appealing for ancient politicians. In most cases throughout history, it is 

clear people do not enjoy paying outrageously large fines or taxes for no direct benefit. 

Therefore, governments would often implement debasement to avoid the costly political 

repercussions of funding the project through taxes. Though a rationale was developed to make 



Koroly 17 
 

these debasement decisions, they severely impacted the Roman financial system, especially the 

banking system. Not only did the establishment of a rationale to conduct this debasing play a 

role, so did the power of the purse shifting to a single individual. 

 The development of Roman institutions, a better explanation might be the regression of 

those institutions, was from autocracy to republic to emperors. Prior to banking in the initial days 

of the Roman civilization, Rome was led by kings, such as Numa, who like any monarch had 

almost all control over the decisions of life in the country. There is not much else to mention 

about the autocracy in relation to this piece as the economy of Rome at the time was very basic. 

The Roman republic exercised a more democratic form of governance where some semblance of 

checks and balances existed. Edward Gibbon states, “As long as the republic subsisted, the 

dangerous influence, which either the consul or the tribune might derive from their respective 

jurisdiction, was diminished by several important restrictions” (Gibbon 71). In the republic, 

concessions and debate were issued to establish a plan, policy, etc. During the later days of the 

Republic banking was becoming more and more of a practice within the territories. While in the 

Republic system of governance, the ancient historian Polybius recounts, “the Senate has first of 

all the control of the treasury and regulates the receipts and disbursements alike” (Mellor 37). 

This system is similar to the current US system where Congress has primary control over the 

handling of funds. This all changed as the Roman generals started to gain more power and the 

government started to shift towards a monarchial style of rule. Think of men like Julius Caesar 

and the emperors who eventually followed him. No longer was power distributed amongst 

various individuals and institutional bodies, now the power was concentrated in one man. It is 

interesting to think about why this shift in power took place. Romans have always been fearful of 

kings and granting power to one single person, ever since the tyrannical rule and corresponding 
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overthrow of Lucius Tarquinius Superbus. Most of us have also been told the story of how Julius 

Caesar was assassinated over fears of him becoming a king-like figure. Therefore, it brings up an 

interesting discussion about why Romans seemingly shifted their governmental approach. 

According to Mary Beard, “central to the eventual collapse of Republican government, were 

questions of who could be trusted with the command, control, and administration of the 

empire…[additionally] demands of defending, policing, and sometimes extending the empire 

encouraged, or compelled, the Romans to hand over enormous financial and military resources to 

individual commanders…” (Beard 256). Consequentially, the quote reveals the complimenting 

factors of a chaotic internal and external political environment for Rome. This hectic scenario 

created a mindset for many Roman people, or at least the Romans with say in political decisions, 

to throw their support behind powerful men. In this new governmental era of Rome, the 

emperors had complete control over all areas of Roman life, and when it comes to this 

discussion, a high importance is placed on the seemingly endless control over the finances of the 

empire. When the empire developed under the rule of the emperors, all the questions near the end 

of the Republic seemed to disappear. Though there were some exceptions, most of the early 

emperors handled the political, daily, and economic business effectively. Most notably is 

Augustus Caesar and the years of peace and evolution he brought to the civilization. However, as 

in any system which relies upon the whims of one person, the moment an undesirable individual 

gained power the institution no longer worked in the best interest of the whole. These 

undesirable emperors would often enact economic policies or goals solely based on their own 

whims. The most egregious example of an emperor who acted on his own desires was Nero. 

Nero devoted many funds to build what can only be described as a pleasure palace for himself. 

Additionally, emperors, such as Commodus, spent exorbitant amounts holding extravagant 
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games to entertain the people, yes, but also feed their own need for attention. Cases like those 

mentioned above paint a picture of how the handling of Roman finances was drastically hurt 

when that power was concentrated in the hands of one person. This is not to say it is impossible 

for a collective body to decide on harmful economic policies; however, a collective government 

which shares power and utilizes checks is less likely to do so. The minimized risk comes about 

because there is debate and concessions which help prevent any one person’s interests reach the 

forefront of what is implemented. 

 The constant debasement which can be contributed to a new centralized government 

establishment which prioritized personal spending, rapidly changed the Roman financial world. 

The impact on the interest rates and profitability of loans led to an accumulation of losses for the 

Roman banks which, ultimately, resulted in the disappearance of the Roman banks. The tie 

between the collapse of the banks and the corresponding collapse of the Roman empire is not a 

perfectly solid cause-and-effect relationship. However, the poor financial decisions of Rome 

helped facilitate the collapse of the financial system which was one of the foundational bricks of 

the empire. It is easy to infer how without the banks, problems relating to money for Roman 

citizens would be exacerbated and the only remaining option would be to wait for the barbarians 

to make their move. This sentiment is expressed by the historian Levy when he declares, “state 

intervention and a crushing fiscal policy made the whole empire groan under the yoke; more than 

once, both poor men and rich prayed that the barbarians would deliver them from it” (Levy 99). 

 Analyzing Roman banks and their spontaneous development within the private sphere 

paints a picture of Austrian economics, but, more importantly, how institutions, services, etc. can 

evolve to meet the needs of humans. Much of the focus on research of ancient Rome centers 

around the military and political spheres; however, the financial system of Rome tells an 
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interesting story itself. Not only does the system relate favorably to modern financial institutions, 

researching the topic showcases dangers to watch for. The harmful effects of inflationary 

pressures and providing the power of the purse to an unchecked individual or institution can have 

consequences for all people. Financial issues and topics have a direct effect on the welfare of 

individuals, institutions, states, and the global world, but sometimes it is easy to forget this fact; 

however, exploring the topics, such as the ancient Roman banking system, reveal the large 

impact. So, it is my wish that the financial history does not get lost behind the bloody wars, 

political intrigue, and cultural developments. Instead, we should recognize how the banking 

system, and financials in general, are “an essential condition” as the title of this paper claims. 
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