Libri Novi

WARBURTON, D. A., 2016: The Fundamentals of
Economics: Lessons from the Bronze Age Near
East (= Civilisations du Proche-Orient, Serie
1V, Histoire-Essais 3), Neuchatel : Recherches et
Publications, 560 pp.; ISBN 978-2-940032-20-4.

This book provides an analytical plat-
form for the study of ancient Egyptian and Near
Eastern economies in the Bronze Age (3000 —
1200 BC). Warburton intends to contextualize
the economies of Eastern Mediterranean within
the premises of modern economic theory and of-
fer evidence that ancient economic systems can
be valuable not only for historians but also for
economists. The debate between what the author
calls Neoclassical Synthesis and Keynesianism
reflects his resolve to make ancient economies
relevant for contemporary analysis; in my view,
this is the major contribution of this text. In the
Prologue, the author underscores the main dis-
tinctions/trade-offs that underpin his theory:
archaeology vs. philology, money vs. labour,
temple system vs. tax-based demand, market as
concept vs. market as place. While his approach
promises to make extensive use of archaeologi-
cal data, the focus of the book is rather on in-
terpretative explanations of economic structures
and the multifaceted linkages between historical
resources and synchronic concepts of economic
organization. This methodological commitment
of the author pervades all three parts of the
book.

In part 1, David A. Warburton seeks com-
promises and intersections between economic
theory and ancient economic systems with refer-
ence to the Bronze Age of Egypt and the Near
East. He contests the neoclassical notion that it
is not possible to study ancient economies in a
way that is theoretically sophisticated and at the
same time useful for economists. He argues that
structural unemployment and low wages have
defined the economies of Antiquity and that
tax-based demand has been the underlying force
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of state capacity that facilitated the creation of
markets. Thus, he adopts a top-down approach
to indicate that the General Theory of Keynes
can be applied into ancient Egyptian econom-
ics. Moreover, it is essential to keep in mind
that power in the form of state authority remains
a crucial factor in the emergence of economic
systems, as this is observable in money systems
and demand. Warburton states explicitly that he
is convinced by Keynes rather than North; the
enforcement of transactions and contracts is less
analytically powerful compared to unemploy-
ment and poverty in order to describe ancient
societies and their distributional mechanisms.
The state is indeed the core of market creation
but through tax-based demand and subsequent
technological innovation rather than vertically
induced contracts.

While advancing the transition from the
historical to the economic context, land avail-
ability becomes central. Money markets also
facilitated the transformation of production and
of the value of labour, which offer according
to the author the main explanatory variables
for balanced growth paths in ancient societies.
Involvement in public works such as the con-
struction of the pyramids was based on the im-
plementation of rotating shifts, where all people
participated. In earlier periods, labour was con-
ceived as a substitute form of taxation and low
wages prevented an increased individual value
of labour, while maintaining its minimum so-
cial value. The ability of the state to arbitrarily
intervene and shape both the spread of money
and the value of labour allows the author to pro-
ceed to the next step of his argumentation: the
theoretical grounding of the political economy of
ancient Egypt on the basis of top-down state in-
tervention and the horizontal spread of markets,
which implied the rise of new elites that accu-
mulated capital for their favour.

In his analysis of markets and market-
places in ancient Egypt, Warburton underscores
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the role of palace entrepreneurship as an indica-
tor for the blurred boundaries between the pub-
lic and the private domains of economic activity.
While the author does not offer any analytical
framework per se to claim the relevance of mar-
kets both as mechanisms and as topographically
determined places, it is obvious that from the
Predynastic period to the Middle Kingdom it is
hard to distinguish between markets and trade
on the one hand, and the state on the other.
Furthermore, from the Middle Kingdom and
until the end of the New Kingdom, it is easier
to differentiate between local markets and their
connections to international trade and the co-
ordinating role of the central government. Data
availability and official records confirm the
market-based structure of the Egyptian economy
and suggest that Nile economies can offer in-
valuable insights for the modelling of pre-indus-
trial economic systems.

Similarly, the interdependence between
core and peripheral economies in the Bronze
Age reveals that the origin of exports was in the
periphery rather than the core. This observation
is related to Warburton’s main argument that
prices become market prices from the end of the
third millennium and during the second millen-
nium BC. At the same time, money in the form
of silver becomes the main benchmark for the
value of labour and grain. Enlightened bureau-
crats of the Bronze Age regulated labour and ag-
ricultural production, which in turn gave rise to
the emergence of markets that faced zero infla-
tion problems, since money supply was fixed on
household spending and entrepreneurial devel-
opment. The parallel utilization of a silver stan-
dard for merchants and of a grain standard for
households allowed palaces and temples to use
both, while state economic policy bolstered eco-
nomic growth through public investments and
property taxation. The epiphenomenal features
of a Keynesian system, where wage provision
to unskilled labour facilitated price stabilization,
underscored the existence of a regulated market
system that placed the government in the epicen-
tre also of private entrepreneurship.

In part 2, Warburton provides the theo-
retical background of his empirical claims that
are presented in part 1. First, he contrasts Marx
with Polanyi and Weber, and argues for the ex-
istence of an interest rate that offers a departure
from the standard neoclassical model of produc-
tion and technology.
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Second, he argues that the international
environment was very diverse to lend itself to
linear interpretations. The author divides the then
known world into three categories: core powers,
proximate periphery and marginal periphery.
While peripheral powers served as exporters of
raw resources or intermediaries, core powers
reached a higher level of economic and political
sophistication by strengthening their state ca-
pacity and therefore tax revenues. Egypt, India,
Southern Mesopotamia and China are treated
as counter cores. The relationship between eco-
nomics and politics is the main pattern of dis-
tinction between core and peripheral powers; in
the core, politics is driving economic decisions
that maximize domestic welfare. International
coercion may become an instrument that serves
that purpose. Conflict between empires is there-
fore seen as an indication of territorial stretch
and overlapping state capacity.

Warburton delineates the function of
Egyptian markets also on the basis of elite-royal
interactions that created incentives for wealth
creation and present a much more complex insti-
tutional environment than a royal-centric society
defined by the Osiris religion. This is exactly
where the author’s antithesis to what he calls the
Neoclassical synthesis comes in; he argues that
money created labour value and therefore the
basis of production. By rejecting the value neu-
trality of money, he contends that ancient Egypt
reveals similarities to a Keynes-style economy,
where a dynamic notion of money leads to mar-
ket formation. An additional distinction that
matters here is that in the Near East, Egypt and
the Aegean silver weight has been used as a
metric of wealth, whereas in China value was
measured in coins. Does part 2 inform our un-
derstanding of a pre-modern concept of capital-
ism? While the author does not offer extensive
archaeological evidence about patterns of money
distribution in ancient Egypt, he convincingly
argues that the debate itself can be relevant for
the economic analysis of ancient societies.

In part 3, the author suggests that
Keynes’s General Theory can be used as the
main analytical paradigm to introduce economic
theory into the study of the ancient world. He
restates what has been also mentioned before;
technological development was the result of tax-
based demand and production was facilitated
through the emergence of money markets and
the value of labour. The interaction between
markets and economics produces, according to



Warburton, unique trade-offs between liquidity
and economic growth, financial credibility and
technological progress.

This monograph is one of the first of its
kind that successfully creates a common intel-
lectual and at the same time theoretical ground
for economists, historians and archaeologists,
while shifting economic history away from its
19" century and onward bias. However, the read-
ing of economic theory and the focus on Keynes
ignore a large literature on microeconomic mod-
elling of institutions, recent trends in the use of
state history and genetic diversity toward the
prediction of contemporary economic outcomes
as well as financial development per se, whose
associative relationship to economic growth is
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an open-ended scholarly question. While money
markets appear to correctly switch the concen-
tration of interest away from the classical sourc-
es of capital, the model of state capitalism that
connects or rather should connect modern Egypt
to contemporary OECD economies continues
to be undetermined. In any case, this book is
a must read for economists ready to think out
of the box and for historians and archaeologists
that want to engage in constructive dialogue
with quantitative disciplines.
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