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The Meaning of Debt in Classical Greece

Laurent Gauthier?

December 2022

Abstract

The study of ancient Greek economic thought is delicate, because the texts in which it is expressed can be
interpreted in many ways, as evidenced by the long debate between primitivists and modernists. We examine a
particular aspect of economic life, debt, following a lexicological approach, in order to grasp its perception by
the ancient Greeks by studying the words associated with it. This lexicological perspective enables us to go
beyond a purely economic analysis of debt relationships. We concentrate on the archaic and classical periods
and show, through our analysis of how debt operated for the Greeks, that in spite of the presence of many
sophisticated mechanisms closely resembling the modern concept of debt, there were fundamental distinctions.
The notion of value, essential in the modern understanding of debt, was not a factor in the ancient Greek

context.

" Email: laurent.o.gauthier@gmail.com. I would like to thank Julien du Bouchet his comments on this work.



Studies in the history of economic thought tend to leave Antiquity aside, and general
handbooks such as Backkhaus (2012) or Samuels, Biddle and Davis (2003) only dedicate a
handful of pages to the ancient theorists of economic thought. The analysis of the ancient
economy has occupied historians more often than economists, and a majority of works in the
field of ancient Greek finance, in particular, have been carried out by historians, with few
exceptions: see Millett (1991), Migeotte (2014), Bresson (2016) and Leese (2021) for
example, for various aspects of personal of city-level credit. In fact, in order to analyze the
Ancients' economic thought, one typically has to resort to reading between the lines of the
scarce available material, as Schefold (1997) for example proposes to do, combing through
ancient Greek poetry to examine certain economic thought processes. Gathering relevant
economic data for ancient Greece is indeed nearly impossible, and the compilation of

economics facts by Amemiya (2007) for the period effectively makes this paucity very clear.

Because of the lack of data, properly qualifying the ancient economy, in particular as it
relates to finance, has remained an elusive goal. Indeed, as Poitras (2021) stressed, many
economic historians have been more concerned, when they examined ancient evidence, with
the extent to which there was a market economy, rather than with the details of particular
financial mechanisms. We do not attempt here to engage in the "modernist vs. primitivist"
debate, realizing, along with Hobson (2013) in the case of the Roman economy, that this
opposition is not a fruitful heuristic. Following an approach broadly similar to that of Poitras
(2021), we concentrate on some detailed aspects of financial debt in ancient Greece, thanks to
the close reading of particular texts in a lexicological perspective, in order to establish to

what extent and in what manner it differs from our modern understanding of debt.

The trans-historical aspect of the notion of debt may help us point out these differences
between the Greek world and ours, and in that process also more clearly stress some of the
implicit assumptions we make when we manipulate the modern notion of debt.
Unfortunately, the analysis of individual debt transactions in classical Greece cannot rely on
any consistent documentary corpus, unlike, for example, data on personal loans in the late
18"™ century (Dermineur 2019). We therefore follow a specifically lexicological approach,
that is, we seek to understand all the uses of words associated with debt during the archaic

and classical periods, and, through this, to grasp what they represented for the Greeks.
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Lexicology and etymology, as complements to a philological reading, allow us to explore

patterns that a purely economic reading might not identify.

We decompose debt into several stages, and for each we analyze the most important terms in
ancient Greek, following a lexicological perspective, focusing on the detail of their uses. Our
breakdown of debt phases corresponds to the typical life cycle of a loan in financial
economics. The next four sections therefore focus on: debt creation, the act of lending and
borrowing (Section I), collateralization and estimating the value of collateral (Section II),
associated gains and profits (Section III), and finally defaults, recovery and potential debt

cancellation (Section IV). Section V concludes.

In order to study terms associated with debt from a lexicological point of view, we started
with a large list of the most common words in French or English related to the notion of debt.
Then, we identified all the terms in Greek whose translation contained one of these debt-
related words in French or English’. The three hundred or so Greek words thus obtained were
categorized according to the phases of debt to which they refer, and their occurrences in texts
and inscriptions were systematically tracked across the archaic and classical periods.
Analyzing occurrences of hundreds of words in hundreds of works is not feasible using the
lexicographic tools commonly used by philologists, such as the 7LG (Pantelia 2020). In order
to build appropriate text corpora, we used the Diorisis dataset (Vatri and McGillivray, 2018a,
2018b), augmented with the categorization proposed by Tauber (2020, 2021). For
inscriptions, we extracted and systematically lemmatized all entries in the PHI database, see
("PHI Greek Inscriptions", n.d.), using the Classical Language Toolkit (Johnson et al. 2019).
Processing texts and inscriptions in this manner allowed us to explore all occurrences of

terms or phrases of interest, and to also check historical trends in the frequency of their use.

Among the ancient Greek terms that designate debt in general, we retained four word families
that show high occurrences in the classical period: ddavelov, Epavog, 0peilm and ypéog seem

to concentrate references to the basic notions of debt, borrowing or lending.

While ypéog (the debt) and d¢peiiw (to owe) stem from general notions of obligations, the

noun ddveov specifically designates a loan made at interest, with the verb form daveilw

? Dictionaries used: Liddell et al. ([1940] 1996), Bailly ([1894] 2020), et Diggle (2021).
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designating the act of lending at interest. The study of occurrences shows us that "lending at
interest" is much more frequently expressed by this term doaveilw than by tokil®, an
equivalent term based on t0K0¢ (the interest, the offspring). The concept of a 'loan at interest'
is therefore more naturally associated with the general meaning of "loan", itself derived from
"gift" (dd&velov being cognate with the Latin datum), than with the term which specifically
designates interest. Making a loan at interest is hence more based on an evolution of
reciprocity in an exchange relationship, than on the expectation of what the loan in question

will produce.

The term &pavog is in fact associated with sharing a meal and by extension refers to an
interest-free loan, obtained from relatives or close friends, and without a precise maturity’.
One may translate this term as a "private loan", even if this translation does not imply the
absence of interest; it does, however, indicate a special relationship between the debtor and

the creditor. Plato gives us a short definition of this eranos:

Epavav d¢ TEPL, TOV PovAdpevov épavilety gilov Tapd @iloig
About private loans, may the friend who wishes so borrow from his friends®.

We see the link between this private loan and close acquaintances, the philoi. According to
this definition, that the salient aspect of the eranos is not so much the fact that it bears no
interest, but rather that it is contracted from friends. The philia is a semi-formal institution,
and it combines many advantages and duties, a bundle of reciprocal obligations, some even
hereditary from fathers to sons. These loans are made with a reciprocity in view: "giving back

in return" (Millett 1991, 155-156).

The terms ddveiopo or deAnpa, which designate debt, can be used to designate assets, as well
as the fact of "owing something". On the other hand, we have not detected any use of ypéog
in the sense of "asset", in spite of its use as "obligation". This word is therefore more
specifically associated with the debtor's point of view, with a meaning closer to that of a
"liability". Moreover, there is no term in Greek exclusively designating debt as an asset,
unlike in English: the word "bond" in its financial sense refers to a financial instrument, an
asset. However, the borrower cannot "*borrow a bond" but rather "issue or sell a bond". A

sentence from Isaeus gives us an example of the use of a term for debt, ddveicua, as an asset:

? "With the understanding that they would be paid back as soon as the borrower was in funds", Millett (1991),
p. 153.

* Plato Laws X1, 915¢. Unless otherwise stated, the translations are ours.
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yopic 8¢ TovTmV daveiopato ok OAya, 4’ OV ékelvog ToKovg EAAUPovE

In addition to this, the latter [owned] interest-bearing loans in large numbers, from
which he derived interest’.

The debt, designated here by a noun derived from the root daneion is by nature interest-
bearing. In another speech, Isaeus uses the term dpAnpa to designate debts again in the sense
of an asset from the creditor's point of view. He does specify that these are debts €€ épdvav,
that is to say, resulting from private loans of the eranos type. This clarification emphasizes
that the noun d@Anpa, like the verbal form, requires to specify what is due, the meaning of
obligation being otherwise too general. In another example, even an interest-free loan is
considered an asset, for the value of its principal:

POg O0& TOUTOG €5 Ephvav OPANUOTO EIGTETPAYUEVA, HIKPOD OE0VGOG YIALNG

OPAYUAS, LOPTOP®V EvavTiov 1] HRTNP aTOoD, TOD Tadds, ATEYPAYATO

In addition to this, the child's mother included in the inventory private interest-free
debts in a private capacity which were collected, for almost a thousand drachmas, in
front of witnesses’.

This rapid analysis of the terms relating to the creation of debt allowed us to understand
certain distinctions made by the Greek language between concepts which, in contemporary
English, are commingled or not expressed. We noted, in fact, the gap between a loan between
friends and an interest-bearing loan, which, it seems, would correspond to the anthropological
difference between a gift or counter-gift and financial debt (Mauss [1925] 2007). Debt itself,
as we have emphasized, is expressed with different words from the point of view of the
creditor, as an asset, as opposed to the point of view of the debtor, for whom it is expressed as

an obligation, a liability.

Debt may be associated to a guarantee in the form of some goods (collateral) or a person who
is obligated to ensure repayment’. In principle, debt belongs to bilateral logic, with a

borrower and a lender. The notion of collateral adds a third element in this relationship,

> Isaeus, On the Estate of Ciron, 35.

% Isaeus, On the Estate of Hagnias, 43. Michael Edwards translates as "fines recovered on interest-free loans"
(see Isaeus (2007), p. 191), but this does not seem appropriate in view of the nature of the debt.

7 Note that a recourse against a guarantor is not the same as taking possession of the borrower as a slave. In the
latter case, the borrower or his family effectively serve as collateral for the loan.
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whether it is a good or a guarantor. This changes the nature of the debt, since the debtor is no
longer strictly speaking solely responsible for repayment, but is assisted by this collateral or
guarantee. Similarly, the lender no longer has a single interlocutor, but must take into account
the existence of this third party, with whom they will necessarily have to deal in the event of
default. This intermediation created by collateral seems to correspond to the "compensation
by all means" of a debt of honor. Indeed, about the words for punishment, payment, revenge
or retribution, "semantic comparison of this set of words suggests that Indo-European had an
undifferentiated legal and ritual concept of payment or compensation™. It seems logical, by

extension, that debt may be depersonalized through collateralization.

To analyze the notion of collateral, we study several examples of the use of some common
words in debt descriptions. We will then look at the estimation of the value of the collateral.
The main terms we have identified that designate collateralization or guarantee are £yyvdw
(to guarantee), OmoOMkmn (a mortgage), Evéyvpov (a guarantee) and their derivatives. Even if
the meaning of these terms may be fairly comparable, we will see that they designate

fundamentally distinct realities.

The following excerpt from a speech by Demosthenes illustrates the use of the verb €yyvdm,
in a context of debt to be repaid (dmoteicewv), however the term is not applied to the debt
itself, but to the fact of repaying it (tadta). The guarantee, in this case, hence applies to the
person himself:

Kol yop ovde Adyov O Tpdyp” €yov £oTiv, TOV aDTOV 0OTG LT SOLVALEVOV KopicacsOat
TAAAVTOV, TODTOV BAA® TIVI PdoKey dmoteioely kol tadt €yyvacOat.

For there is no logic to this matter, that this man himself unable to recover a talent
declares that he will repay it to someone else and guarantees this’.

Another term related to the notion of guarantee, évéyvpov, is indeed used in the general sense
of "guarantee", but also in the sense of a "pledge" (0évtec évéyvpa), unlike éyyvdm, as in the
following excerpt, from a speech by Demosthenes. In this sense of the word, the guarantee
does not concern the assurance of future action, and does not relate to a person, but to an

object. Here, évéyvpov effectively means "an asset whose ownership will be transferred to

¥ Gamgrelize and Ivanov (1995), p. 709. It may also be noted that, in the comparative study of Indo-European
terms associated with payment, parallels can be noted in Greek and Sanskrit, according to which certain words
designating payment have a clearly negative connotation ("hate, punish, atone for, pay"), see Buck ([1949]
1988), p. 796-797.

’ Demosthenes Against Onetor 2, 11.
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others in case of non-repayment of a given debt", in this case, money or property that the
persons in question have deposited with Demophilus:
QLA pev yap Aafovieg mapa thg [oAvevktov yuvaikog Kol Bévteg Evéyvpa petd

YPLGI®V, 0VK AVEVIIVOYOOV KEKOMGUEVOL TAOTNV, MG LUV Anuogiiog 0 Buevog
LOPTLUPNGEL

Having received from Polyeucte's wife a vase, and having placed it as collateral with
gold jewels, they did not recover it and did not bring it back, as Demophilus, who
received it in deposit, will testify'.

The etymological link between évéyvpov and "force" or "hand" (Beekes 2010) is perhaps
associated with the fact that the security allows the creditor to keep the object in a safe place,
to keep it in his own possession. According to Fine, the éveyvpacia, a repossession
procedure, was exclusively applicable to movable property (Fine 1951, 84), which implies
that the term &véyvpov is not applicable to real property. For Finley, in the case of évéyvpov,
the creditor did not retain the use of the object, as in the example above, unlike with other

forms of collateralization'".

The word Vmobrjkn designates, on the contrary, a guarantee whose collateral remains in
principle in the possession of the borrower, unlike what we have seen above (Finley [1952]
1973, 29). The use of the term in the sense of "guarantee" in the texts generally seems to
apply to property that is certainly retained by the borrower, but not real property, at the
classical period. Aristotle describes the case of a polis, short of resources, that had to obtain
grain, after borrowing oil from its inhabitants. Note the use of the notion of mortgage,
knowing that Aristotle does not indicate that the oil was left in the possession of the
merchants from whom the grain was acquired. In the examples of usage of Vmo61kn that we
have identified, it appears that the word takes the meaning of "what is put as security" rather

than "the act of putting as security", which may be closer to what we mean by "mortgage"'*:

Savelsaviov 8¢ picdmoduevol mioia dméotethay gig To Eumopia, 80ev adToig fike
o110¢, LoONKNC YevouévNg THG ToD EAaiov TIURG.

' Demosthenes Against Spudias, 11.

"' See Finley ([1952] 1973), p. 29 et, p. 222-223, "To the best of my knowledge, the verb éveyvpalm and the
noun éveyvpoaoia are used only to indicate execution, never a security transaction".

"2 Fine had noted that the meaning of the word refers to the property itself, as opposed to the verb which seems
to rather refer to the contract: see Fine (1951), p. 62.
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The owners having made the loan [of oil to the city], they sent ships to the deposits,
where the grain was for them, the value of the oil having served as a collateral .

We now turn to the use of terms associated with property valuation. If collateral is supposed
to strengthen the ability to recover debt, the question arises of estimating the value of the
assets provided as collateral in the first place. The notion of value was understood as
something important. In classical Greece, there certainly was a form of theory of value, as
developed by Aristotle, but the prices of goods were also carefully watched and regulated to
some extent (Chankowski 2020). Debt expressed in currency was nevertheless not equivalent
to debt expressed in goods, because an asset became comparable to a sum of money only at
the time when it was evaluated (Finley [1952] 1973, 46-47, 53-54). In modern economics, an
important aspect that links collateralization to valuation, as a risk factor, is the loan-to-value
ratio. There is too little data to have a precise estimate of what was common in ancient
Greece, but the few sufficiently detailed examples that remain generally indicate a an LTV

around 50% (Leese 2021, 119-120).

The use of valuation-related terms extends well beyond debt, and only a few of their many
occurrences are actually associated with borrowing. Among the most common terms relating
to the valuation of property, many of them are the result of semantic evolutions in the archaic
and classical periods, as the need for such terms expanded. A common term for the price or

value of an asset is tiun. It originally designates honor, the prerogative of the royal condition.
Lysias, in a plea, speaks of a potential loan that relies on a pawned gold cup'*:

[...] Afjuog yap O IMupikaumovg, tpmpapy®dv gig Kompov, £6endn pov mpocedbeiv
avTd, Aéyov 0Tt Ehafe pev ovpforov mapd Pactiémg Tod peydiov ELAANY XpLGTV,
dwoel 8 Aptotopdvel, AoPav ékkaideka pvag €n’ avti, v’ &xot dvariokew gig Vv
tpmpoapyiav: €nedn o6& eig Kodmpov deikorto, Avcoechor dmodovs eikoot pvag:
TOAALGV Yap Ayaddv kol GAA®V xpnudTomv edmopnos did O cOUPorov &v mhon Th
Nrelpw. Aptotopdvng toivov akodwv pev tadta Anpov, deopévov & Enod, HEAA®V
8" &g 10 ypuciov, Téttapag 8& uvig toxov AqyecOat, odk Een eival, GAL duvve
Kol Tpocdedaveichat Toig Eévolg GAAobBeyY [...].

[...] Demos, the son of Pyrilampos, trierarch in the direction of Cyprus, needed me
to go to see him, saying that he had received as a pledge of favor from the great king
a golden cup, and that he would give it to Aristophanes, as collateral in exchange for
sixteen mines, so that he could dispose of it for his trierarchy. And after he arrived in
Cyprus, he would free himself from his obligation by paying twenty mines. Indeed,

" Aristotle Economics, 11, 1348b20-21.
' That passage is referred to and analyzed by Reden (2005), p. 58.
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he would be enriched by many advantages and wealth thanks to the pledge of favor
throughout the territory. Then Aristophanes, listening to these proposals of Demos,
and what I asked of him, about to accede to this gold, and to receive four mines as
interest, refused, because he swore that he had borrowed in addition, elsewhere,
from foreigners [...]".

It may be noted that this complex transaction is described without any strictly debt-specific
term being used, without resorting to the precise language elements that we have discussed so
far. According to Sitta von Reden, this description raises the question of the qualification of
the transaction: an exchange of good practices between friends, or an impersonal exchange'®?
Whatever the case, we see that the value of the cup, whether through its material or through
its quality of symbolon, representing authority, apparently does not come into play. It is not
clear whether it derives its collateral quality mainly from being in gold or from what it
represents. Estimating the value of assets used as collateral hence does not seem to be a

necessary and systematic aspect of a debt transaction.

We have seen that there is a whole range of specific terms for expressing the notion of debt
collateral, and describing the nature of the guarantee associated with it. An important aspect
of a guarantee in modern economics is the value that can be attached to it, but we have seen
that this notion of value was less prevalent in ancient Greece. Ultimately, while modern
economics views the collateral of a loan as a financial safety net, the market price of which
ensures a minimal recovery, the perception of collateral in ancient Greece seems to be more
based on the importance of this guarantee from the debtor's point of view. Thus, this
guarantee is not seen as a fungible good, but it is seen through its relationship to the
borrower: the guarantee, therefore, would act less as a substitute, a third party, and more as an

additional incentive for the debtor.

Gains, in the context of debt, come a priori from the collection of interest. This statement is,
however, to some extent a shortcut. In principle, it is possible to realize a gain on debt even if
it does not pay interest: it is enough to acquire the debt in question for an amount less than

that owed by the debtor, and then ensure that it is paid in full. In fact, there are no references

13 Lysias, On the Property of Aristophans, 25-26.

'® See Reden (2005), p. 58 et seq. Von Reden also points out that the complexity of certain transactions
recounted in judicial speeches can be artificial: "law-court speeches put a deliberately ambiguous representation
of reality on the screen", p. 53.
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to the value of the debt itself, and while the purchase of debt below its face value may have
taken place, we have not identified any occurrences of it'’. We will hence focus specifically
on interest collection as the only source of profit associated with debt in the archaic and
classical periods: we are effectively concentrating on the primary debt market, and not on any
secondary market. In some cases, the interest rate on the debt was regulated, underscoring

that the polis recognized the social importance not only of debt, but also of its cost.

Where does the idea of assessing interest on debt come from? Paul Millett, in his analysis,
sees it as compensation for the lack of philia between creditor and debtor, which creates the
difference between an exchange of gifts and a financial transaction. "In personal transactions
between relatives, friends, neighbours and the like, there was an almost automatic expectation
of a reciprocal favour at some future date: the loan was part of a wider relationship. In
impersonal credit operations, where there was no existing bond between lender and borrower,
or desire that a bond should be established, repayment of the loan terminated the association,
and interest took the place of the return favour'®." Thus, while in the restricted context of
interactions between acquaintances, as between neighbors according to Hesiod, relations
were by definition based on philia, not all citizens or Athenian metics could have a personal
relationship with each other. Therefore, interest is a substitute for reciprocity in an ongoing
relationship and creates a relationship of dependency, with the debtor likely unable to lend
money to the creditor in the future. Millett relies on the notion of "kinship distance" (Sahlins
[1972] 2017, 110-116), and adapts this anthropological notion to Greek philia, although it is
not necessarily very correlated with family ties (Millett 1991, 110-111).

We know of two families of words that seem to be frequently associated with gain related to
debt: &pyov, and 16xoc. These terms, which respectively conjure up work and birth, especially
livestock, are cognate to agricultural activity. We will see to what extent this perspective can

inform the understanding of the notion of interest.

The term t6x0g is considered the most common way of referring to the interest on debt, but
has an interesting polysemy, and also means "the child", or "the offspring". The word tdkoc
is derived from the verb tikt® meaning "to beget, to have a child". The verb tikt®, on the

other hand, is never understood in the sense of "to generate an interest". We have noted that

'7 At the limit, only the cup mentioned by Lysias in On the Property of Aristophanes, 25-26, worth twenty mines
but acquired for sixteen in the form of a debt, could be considered as a debt purchase under par.

S Millett (1991), p. 99.
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lending money at interest could be expressed by a derivative of tixtw, toxilw, but of
relatively infrequent use, the term daveilm, etymologically based on a reciprocal gift relation,
being preferred. The link between the notion of "begotten", tiktw, and the interest on the debt
is not specific to Greek: it is also noted in Latin, with the root fe- from fenus, which is found
in fecundus or femina: "interest is as if born of money" (Benveniste 1969a, 1: 188- 189).
While it is difficult to say that this link stems from an Indo-European evolution, some
plausible explanations can be put forward from the Greek point of view. We can indeed
identify different evolutions in the use of terms that reflect the link between the notion of
childbirth and that of interest. In pastoral societies, the loan of livestock or pasture could give
the right to recover, in return, the young that would have been born during the term of the
loan. Pausanias tells a story that mentions this type of arrangement. Even if he does not use
the term tdkog, but rather that of kdpndc (the fruit), more specific to the notion of production
or yield, the agreement between the two people clearly relates to the calves that could be
born:

Kai, oV yop €k€KTnTo idlav Yijv @¢ vouag taig fovsiv iKOLV(‘IQNS{V(ll, 2ropTIITN 6Qag

didwov Evaipve PockecOai te v €keivov kai poipav sivor koi Evaipve tod
Kapmod TV PodVv.

And, as he did not possess private land sufficient for the grazing of his oxen, he gave
them to a Spartan, Euphanos, to feed on his own, Euphanos having a share of the
fruit of the oxen'”.

Another explanation comes from Aristotle: what is begotten is of the same nature as the
parent. This perspective underlines, implicitly, the fact that the interest on the debt could have
been otherwise different in nature from a quantity of money or goods, and consisted, for
example, of a form of obligation of reciprocity. By defining the interest on the debt as an
object of the same nature as the debt itself, that is, a monetary object, Aristotle excludes any
form of exchange based on gift and counter-gift, if interest is to be paid:

60ev Kai Tobvopa TodT” €iAnEev: dpota Yap T TIKTOUEVA TOIG YEVVACLY 00T 0TIV,

0 0¢ T0KOC yiveTol VOLUG O €K VOLUGLOTOG,.

And it is from this that it took its name: for the things that are begotten are
themselves similar to those that have begotten them, and the offspring [interest] of
money is money®".

19 Pausanias, 1V, 4, 5.

20 Aristotle Politics, 1258b, 5.
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As we stressed, this proposition can be understood as "the offspring of money is money", or
"interest from money is money". Among the many occurrences of the term t6xo¢ in the texts,
we find an interesting example with Demosthenes, since he opposes interest (t6xovg) to
principal (&pyoiov) in the repayment of a maritime loan:
10 P&V yap ddvelov O apyoiov Amodddocty MUV ¢ GECOOUEVNG THG VEDG, TOVG
TOoKoVG & dmoctepTicat olovtatl SV MG dte@Bapuévng.

They reimburse us for the principal as if the ship were saved, but they consider it
necessary to steal the interest from us as if it had been destroyed®'.

From the distinction made between these two forms of payment by the orator, we can deduce,
on the one hand, that repaying the principal of a loan does not release the debtor from
repayment of any interest due, and on the other hand that such interest remains an object
distinct from the principal. The obligation to pay interest, in this example, does not turn into
something of the same nature as the principal. This distinction may be due to the differential
treatment between the obligation to pay the principal and the obligation to pay interest in the
event of the ship's loss, which is implied by the way the sentence is worded. Thus, it would
appear that there is a right to a repayment of the amount lent, different from the right to a
profit realized through interest, which supports Millett's argument, namely that interest has a
specific role in retributing the non-reciprocity of a relationship. Moreover, on the basis of
Lysias' use of those terms, the right to gain appears to be less strong than that to principal
payments>>. Although interest and principal may still considered distinct today, commingling
them into a single cash flow is at the core of modern valuation theory. The commingling of
interest and principal, and swapping one for the other is also one of the cornerstones of

structuring techniques in securitization (Gauthier 2020, 269-280).

There are many occurrences of 10kog in inscriptions, and in the classical period, there is no
inscription using this term except to refer to debt interest. We give an example below with an

Attic inscription, about the small deme of Plotheia, which was studied by Leopold Migeotte:

[...] mepi pév 6to €ot[i]

[wIneopa daveiopd ij tokog tetary[pé]-

! Demosthenes, Against Dionysodorus, 35.

*2 It should be noted that in modern finance, if there is indeed a distinction between principal and interest, the
legal tools of financial structuring make them fungible, and to consider, effectively, only one indistinct income,
see Gauthier (2020), p. 269-280.
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vog kato 10 yneiopa daveilovta[c k]-
a]i éompdrtovtag, doov 8¢ kat’ év[iav]-
[t]ov daveileton daveilovtag O[oTi]-

¢ Gv mAgioTov TOKOV d1OM1, O¢ OV [mel]-
[6]nt T0g daveilovtag Gpyovta[g Tip]-

nuott § &yyonit. [...]

[...] Concerning any loan for which there is a decree or interest already fixed, which
is lent and recovered in accordance with the decree; but, for any loan granted
annually, lend (to) who will pay the highest interest and who will convince the loan
managers by an evaluation (of his property) or by a guarantor™. [...]

This inscription is interesting because it involves several of the concepts we have discussed
earlier, in particular the guarantee and the valuation of goods. We see that the applicable
interest rate can be fixed by decree (16xo¢ teTaypévog). When this rate is not predetermined,
then the city must lend to whomever offers the highest rate. However, isn't the borrower who
agrees to pay the highest rate also the one who needs the funds the most, and therefore the
one who runs the highest risk of not repaying? The requirement of a guarantee or valuation of
the borrower's assets would then appear to reduce the risk. This economic reasoning, which
may seem logical, is not necessarily applicable to the context of ancient Greece. Indeed, the
reason why it may seem immediately intuitive that the borrower the most likely to pay a high
interest rate is also the one who precisely is the most likely not to repay the debt, is due to
two factors that are in fact specific to the contemporary world: the fungibility of goods and
the productivity of investments. The fact that goods are liquid and marketable, which is very
largely the case in a modern economy, implies that it is relatively easy to liquidate assets
when money is needed. In a much less liquid and financial economy like that of fifth-century
Greece, it is conceivable that it will not be possible to quickly obtain money from one's
assets, regardless of the total net value of the assets in question. In this case, paying a high
interest rate to have funds immediately is basically just a liquidity cost, or the cost of having
poor philoi, which is not related to the borrower's credit risk. Second, using a loan to finance
productive investments, an activity that was not common in ancient Greece™, effectively

passes the risk taken by the borrower on to the lender. A risky investment, which promises a

P IGT,258=1G1', 1172 = OR 159, 1. 15-22. Translation derived from the one by Migeotte ([2009] 2015).

** See in particular Leese (2021), pp. 127-135, who describes some specific cases of bankers specializing in
high-yield investments, and stresses how rare this was.
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high return, allows one to pay a higher interest rate on one's financing. It therefore seems
reasonable to consider that the compensation of the loans, in the context in question, was not
strictly speaking a reflection of the economic risk of the borrower. Consequently, fixing that
rate does not prevent the attributes of each loan from reflecting the risk associated with the
situation, since the risk in question is not a priori the decisive factor affecting the

establishment of the interest rate.

The word for "labor", &€pyov, can also refer to debt service. According to Raymond Descat, in
the archaic period, "The ergon means the work not considered in a process of elaboration or
production, but in the most objectivized form, the result, the work™." This term is opposed to
that of movog, which relates to work from the point of view of punishment. It may also be
noted that the term which specifically designates the remuneration of labor, pc66c, does not
take on a meaning linked to the remuneration of debt with interest. Thus, among these terms
associated with the notion of work, even if movog means owing something, and pc06g
remuneration, only £pyov, more specifically associated with the fruit of labor itself, is used to
refer to interest on debt. The term épyacia, less common than &pyov, means the result of
work, or the gain or profit procured by an activity, and can express "the action of producing
interest". We have an example in a somewhat complex operation described by Demosthenes:
moBoduevog ovdv 88 TV épyaciav odTiv THC Tpamélng Kol Tog nap(y«xweﬁl(ag
Aoppdvav, 6pdv Ot pme Thg moAtteiog avTtd map VLUV obong, ovy oldg T oot

glonpdrtey doa IMooiov &mi yi koi cuvorkioug Sedaveikag N, €iheto pdilov adTov
1oV [Maciova ypnomyv &xew ToVTeV TOV XPNUAT®OV 1| TOLG dALoLS ¥PNoToG [ ... ]

The latter, thus renting the very proceeds of the bank and assuming the deposits,
seeing that, as he had not yet acquired citizenship from you, he would not be able to
recover all that Pasion had lent at interest collateralized by land or buildings, he
chose to have Pasion himself as debtor of these goods rather than the other debtors

[
It should be noted that a priori, the notion of gain or profit expressed by épyacia could be
understood as the result of a "commercial activity". There is a difference between the profit
associated with a banking activity and the profit associated with owning a receivable. In the
first case, in fact, it is the net result of the activity, which combines both being a creditor, and

collecting interest, and being a debtor through the remuneration of deposits or loans made to

** Descat (1999), p. 12.

26 Demosthenes For Phormio, 6.
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the banker’’. Possession of a receivable involves only income and as such it is not a
commercial activity. Demosthenes, in this example, does not use the term épyacia to describe
banking activity in general, since he specifies kol t0g moapaxotadnkog Aappdvev, and
therefore takes into account the liabilities associated with financing the bank's activity, as
something separate from the assets. In this case, épyacia therefore refers only to the interest
collected by the banker on the claims he holds. We can also point out that pic6éw, as we have
already noted, does not take on any meaning associated with collecting interest, but rather

refers to rent payment, as we see here for the "leasing" of an entire banking activity.

The following excerpt from a discourse by Isaeus gives us an example of the use of the term
gpyov to refer to the interest collected, in contrast with tdkog, designating here the fact that
debt generates interest.
[...] xpéa & &mi tOKOIG OPedueva mepl TeTpoxkioyMiog, OV O Epyov &n’ dvvéa
Oporoig Entaxocion Kai £IKoct dpaypal yiyvovtatl Tod vianTtod EKAGTOV.

[...] also around four thousand [drachmas] of interest-bearing debts which were due,
the yield, at nine obols [per mine per month], is seven hundred and twenty drachmas
on each birthday”®.

In English, in everyday language, "interest", can refer to the amount of money that must be
paid regularly, as well as the rate at which this amount is calculated, two notions that the
terms fokos and ergon or ergasia therefore seem to distinguish when used in opposition. In
the example above, we can compare €mi T0K01¢ ("at interest") and € évvéa 0foloig ("at nine
obols"), which specifies the rate at which these interests are calculated®’. The yield, £pyov,
corresponds to the effective total amount in accordance with the meaning of the word we

emphasized earlier, the notion of the result of work.

If toKxog or épyacia can designate yield on debt or its rate in general, there are specific terms
to express the exact value of this rate, of which Robert Whiston proposed a detailed summary
(Whiston 1875). We supplemented the terms indentified by Whiston through dictionaries,
and identified a dozen of them in total in the texts and inscriptions for the period of interest to
us. They are all built on certain fundamental invariant principles. These interest rates are

expressed either according to the amount that must be paid per month, or according to the

7 See, for example, the summary description of Pasion's assets and activity in Leese (2021), p. 117-124.
*% Isaeus, On the Estate of Hagnias, 42.

** This rate corresponds to 18% per year.
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total amount that must be paid annually. Each of the words which designate these rates
expresses simply and clearly the manner in which the amount of interest is to be calculated
according to the amount borrowed: for example, the terms d13paypiog or EmmPBorog designate
a payment of two drachmas, implicitly per mine, and one obol, implicitly per drachma. In the
first case, the resulting rate being only 2%, it is also implicitly obvious that it is a monthly
payment. In many cases, as in the example from the Legacy of Hagnias of Isaeus, the interest

rate is expressed in a few words, such as ér évvéa dpforois.

The existence of specific terms to express each possible level of an interest rate may seem
strange compared to modern uses, since it prevents, a priori, formulating a rate in all
generality, in a way that allows it to be adjusted precisely according to the circumstances of
the loan and the borrower. There was thus a "menu" of easily expressible interest rates from
which one had to choose the most appropriate one for a given situation. Setting a fixed rate,
such as the one in the inscription /G I’, 258 which we commented earlier, pushes this logic of
pre-selection of possible rates to the extreme. If, in the decision to grant a loan, the precise
interest rate is not, as in the contemporary world, the main adjustment variable, then the
guarantees provided and the decision itself to agree to lend, were presumably the only
adjustment variables. The granularity in the setting of interest rates may go hand in hand with
the absence of evidence of a secondary debt market, which we highlighted earlier. Indeed, in
order to evaluate debt after it has been issued, it would be necessary to be able to specify
quite precisely, at that time, at what rate the borrower would be able to borrow, in their
current situation. If this rate always remains essentially the same over time, then there cannot

be any change debt value, and hence no secondary market.

Expressing the gains associated with debt in archaic and classical Greece, gains that would
arise from the non-reciprocity of a financial relationship, seems to be based on material
concepts, associated with farm work. The gains associated with debt are thus lexicologically
linked to man's productive activity. In the hesiodic context, the exchange of good practices,
gifts and counter-gifts between neighbors, was part of agricultural activity. Perhaps the
lexical field of debt yield can be conceived as the logical extension of these reciprocal

relations.
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Not returning what is due can have unpleasant consequences: for example, in Athens, before
Solon's reforms, default could result in slavery, of the debtor or his family. This link between
wealth and freedom can be related to traditions of the ancient Near East (Blok and Krul
2017). However, default was probably a fairly common reality in ancient Greece in the
classical period, and especially in Athens, since many speeches from the orators at the
beginning of the fourth century concerned debtors who had not repaid their creditors.
Hundreds of mortgage steles, mostly found in Attica, also tell us that collateralization was
widespread, signaling a likely desire on the part of creditors to limit the risk of default and
losses in the event of default. In order to better understand how the Greeks viewed the
tensions between borrower and creditor, we will first look at the definition and expression of

default, then at the modalities of recovery, and finally at the potential cancellation of debt.

Terms that specifically refer to default or to a delay in repayment are quite rare. In most
cases, this notion is periphrastically expressed, as "not paying what is due". There are also no
occurrences of these terms in inscriptions, which may indicate that the mention of payment
defaults in epigraphy would always be expressed by a periphrase. In Aristophanes's Clouds,

one of Strepsiades' creditors threatens him:

oL 8¢ v Tov ‘Epuijv mpookexinoecsbal y€ pot, / €l u "ntodmcelg tapyvplov.

And you, by Hermes, it seems to me that you will be sued by me, if you do not
return the money>".

The default of payment, which would lead this creditor to sue Strepsiades (mpockarém), is
expressed here simply as Tov apyvplov 0Ok amodidwyu, that is to say "not to return or repay
the money". It may be noted that, as long as the creditor asks his debtor to repay him, it is
because there is a chance of receiving the payment in question, and therefore it is not yet a

process of forced recovery. This is not yet a default stricto sensu, but a delay.

The term vmepnuepio and the associated adjective vmepnpepog reflect, by their etymology,
the fact of exceeding the agreed-upon day for repayment, and, by extension, the fact of being
in default. In the following excerpt from Demosthenes, we translate by "payment default" the

adjective noun VrepnpePOV:

%% Aristophanes The Clouds, 1275-1276.
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000¢elg 08 mOTo0™ oVT® TIKPADS 0VO™ VILEPNUEPOV EIGENMPAEEV G GV TOVS dPeihovTag
TOVG TOKOLG,.

No one has ever collected payment defaults as rigorously as you recover the interest
of your debtors’".

Demosthenes criticised the accused for demanding payment of interest even more expressly
than was normal for late payment recovery. We have seen, previously, that there was a
distinction between the nature of interest and that of principal. In the contrast he establishes,
Demosthenes highlights the ruthlessness of Stephanos, precisely because the unpaid principal
seems, implicitly for the Athenian judges, fundamentally more payable than interest. The
representation of the one who forces a debtor to pay what is due is often negative, and this
excerpt from Demosthenes attests to this. In the same vein, Theophrastus uses a very similar

formulation, with the noun bmepnpuepiav, and the verb npdrrw:

devog ¢ kol vepnuepioy TPAEoL Kol TOKOV TOKO.
. . . 32
He is also liable to pursue overdue debtors and charge compound interest™”.

In his description, Theophrastus portrays a character who "demands late payments" and
colors him negatively because he also demands interest on interest (tékov T0xov). In view of
the way in which interest is calculated, as we have seen, determining in practice a fraction of

a few drachmas or obols must not be easy, unless the interest in question is very high.

Unpaid or late amounts turn into defaults when the creditor seeks to recover what is owed to
him without addressing the debtor directly, but by resorting to other approaches: through the
courts, or through the seizure of collateralized property. However, debt recovery in Antiquity
was recognized as not necessarily easy, especially from a socially superior person. The use of
collateral in the form of collateralized property, as we have seen, reduced the risk associated
with the loan. We can clarify the role that this collateralization plays in recovery by
examining the rather particular situation of a city that did not repay its creditors, the polis of

Kyme, according to Strabo:

gott 0¢ kol dAAog Adyog, 0Tt davelshpevol ypnuate dNUociq TG otodg VmEdevto,
glt’ o0k Amodidovieg Katd TV Oplopévny Nuépav eipyovio v mepumbtov: dte
pévtor duPpog €in, kot oidd TV KNPLTTOEV Ol daveElsTol, KEAEHOVTIEG VO TAG
0T00G VIéEPYeshat: Tod ON KNPLKOG oVT® EOgyyorévov ‘DO TaG otodg VIEADeTE,’

3! Demosthenes Against Stephanus I, 70.
32 Theophrastus Characters, X, 10. The translation is from Theophrastus (2004).
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gknecelv Adyov og Kopaiov ovk aicBavopévov g &v toig duPpoig Hmd TG 6ToNG
vreABetéoy, av un onpdvn Tig adToic O1d KNpUYHOTOG.

There is yet another anecdote, according to which, by borrowing money in a public
capacity, they had mortgaged their stoas [covered porticoes]; Then, as they did not
repay on the appointed day, they were forbidden to walk there. However, when there
was a storm, the creditors, out of a guilty conscience in a way, had the herald
announce that they invited them to take shelter under the stoas. And that's because
the herald shouted: "Go under the stoas! " that the anecdote arose that the Kymeans
did not understand that they should, during storms, go under the porticoes, unless
they were told so by the voice of the herald®”.

In this story, Strabo, to describe default, uses his definition: ovK @moddOVTES KOTA THV
oplopévny nuépav, the fact of having passed the maturity. Here, the non-compliance with a
maturity clause ends up giving the creditor rights to property that had been mortgaged. Note
the use of the term vméBevto in the sense of "mortgage" in the text. It was indeed a mortgage
in the sense we analyzed previously, since the property that serves as collateral remained in

the possession of the city, at least until its default.

Strabo's story also allows us to observe two potential functions of collateralization: on the one
hand, the ability to get hold of a valuable asset, and on the other hand, the ability to exert
pressure on the borrower. The first function of collateralization allows the creditor to become
the owner of the collateral, or at least to be able to control it, in the event of default. Once
default is established, effectively implying that it will not be possible for the creditor to
recover what is due to him by the debtor, he can still sell the property in question, or also
receive its production, for example if it is a mine or a farm. The guarantee, in this case, plays
an economic role of diversification, in the sense that it largely isolates the creditor from the
risk that the borrower will not ultimately repay the debt. The second function of
collateralization allows the creditor to deny the debtor access to the collateral. This is a
consequence of the rights that the creditor acquires in the event of default, and is, in principle,
an incentive for the debtor to repay the debt. This second function does not, however, help
through diversification, and it is in fact effective only before the default occurs. In the case of
Kyme's creditors, whether they were citizens or metics (without property rights), the first
function of collateralization cannot be fulfilled by a guarantee relating to a stoa: the stoa in
question cannot be moved, and it only has value for the city in which it is built: it is

impossible to sell it to a third party. Only the second function of collateralization, that of

33 Strabo, Geography, X111, 3, 6. The translation is from Migeotte ([1980] 2011), p. 49. Strasbo wrote well after
the classical period.
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exerting pressure relative to the use of the property, is applicable here. But this form of
pressure does nothing to help the Kymeans in obtaining the money they owe creditors faster,
leading to the situation depicted in the text, which can drag on as long as the city does not

have resources available to repay its creditors.

We can find a number of words that convey the notion of debt recovery. The most commonly
used terms are mpdtte (with various compounds), all of which, however, are polysemic.
Some words of the family of éveyvpalm, which we have already discussed in the context of

collateralization, can also express recovery.

In the following example, Demosthenes describes debt recovery, emphasizing that it took
place while the debtor was present. The term €veyvpacio means the recovery itself, which is
"made" (moiéw): as Finley had pointed out, it expresses indeed the execution of a guarantee.
One can emphasize the distinction that actually appears between repossession when the
debtor is present, v éveyvpaciav moéw, and repossession when he is absent, ti aprdalw,
which according to the text would not be a proper repossession. The presence of the debtor,
who thus recognizes the reason why some assets are taken, transforms what would otherwise
be theft into licit repossession.

Kol €medn ov katérafov avTov Evoov, oy apmdcac OYOUnV ovdEv, AAAL LeTeAOETV

gkélevoa avToHV, Kol TapOVTOG, OVK ATOVTOC, TNV EVEXVPUGIOY ETOMGAUNY

Not finding him at home, I did not remove anything, I sent for him, I proceeded to
repossess it in his presence, not in his absence™”.

The verb eionpdrteo can mean the collection of delinquent debt; but it can also apply to
money itself, as shown in the example below, also taken from Demosthenes. It refers to the
sale of a ship, which had been mortgaged, after it was repossessed. In this case, the concept
of recovery applies to the amount of forty mines (gicénpaa 10 dpyvplov).
ndvto O0¢ momooag kol €ig macav anéybelav TovT® EAOMV, uéhg eloénpaso 1O
apyvpov, Tpabeiong tg vedg TeTTAPAKOVTA VDV, dc0VTEP 1| BECIC V.

Having done everything and having gone through so much enmity on his part, I
scarcely recovered my money, the ship having sold for forty mines, as much as the
loan was™.

** Demosthenes Against Evergus And Mnesibulus, 80.

3% Demosthenes Against Apaturius, 12.
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We know that the words of the family of éveyvpalw, in the context of collateralization, refer
to a guarantee kept by the lender. The use of these terms in the context of recovery therefore
seems to conjure up the recovery of an asset, that is placing it under the control of the creditor
as if it had been collateral remaining in his possession from the outset, more than the idea of a
resale as in the text above. Similarly, the use of gionpdttw for recovery, when this verb also
simply translates the fact of demanding payment, seems to insist on the repossession itself,
rather than on the outcome of that recovery, which would be, from a strict economic point of
view, the resale of the property. The words relating to recovery that we have examined here
therefore seem to highlight the act of repossession, as a threat, and therefore fall within the

first function of collateralization that we discussed above, rather than the second.

when the debtor runs into difficulties of payment, one possible outcome is that the claim is
simply abandoned. The most famous case in Greek history is probably that of seisachtheia:
this term, used since at least the 4t century, refers to debt reduction or cancellation, which is
said to have been implemented by Solon at the beginning of the 6™ century (Osborne 2006).
The notion of debt cancellation is strongly associated with that of social conflict in the
sources (Renger and Crawford 2006). The cancellation of their debt would have allowed the
hectemores, farmers worked at repaying what they owed, to exit the debt bondage they were
in. However there are few factual elements, only a few fragments. Solon is also said to have
abolished debt slavery, which further compounded the liberating effect of debt cancellation,
but the true extent of this prohibition is still widely debated. Debt cancellation can be seen as
a systematic response to social problems, and four examples from the archaic period have
been noted in the tradition: Athens with the ceicdybeia, although the question of whether it
was debt or interest is still debated’®, and also Megara, Croton and Cumae. In the case of
Megara, according to Plutarch, after the people seized power, they also demanded that the
interest paid by the borrowers be returned to them (Cecchet 2018). Even if one can question
the historicity of these episodes, they emphasize the importance of the notion of debt

cancellation as a tool of social regulation in the perception of the ancients who wrote about it.

The terms that can express debt cancellation are in fact quite numerous, but if we exclude
references relating to the seisachtheia, they are quite polysemic and, in the chronological

bounds we have set, they have not been used in our corpus to signify debt cancellation. Thus,

%% See, for example, Harris (2002) which shows that Solon would probably have abolished enslavement but not
bondage for debts.
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we found no mention of private debt cancellation, which would be made by a particular
creditor for the benefit of a particular debtor. The use of a term like dmokonr), to designate
debt cancellation or abandonment, appears only in a general sense, comparable to that of

Solon's seisachtheia, as in the following extract from Andocides”:

4

T0¢ pév dikog, & @vdpeg, kol tog Switag émomoate wvplog eivau, OmoOGOL &V
onpokpatovpévn T mOAEL &yévovto, OMMG UNTE Ype®dV Amokomal €lev pnte Oikon
avdoikot yiyvowvto, AL T®V 1diov cupPoraiov ai Tpdaels elev

You have ensured, gentlemen, that all the judgments and arbitrations that took place
in the democratic city are valid, so that there is no cancellation of debt and that
judgments are not quashed, but that private acts are valid®®.

Debt cancellation, unlike repossession and recovery, does not appear to be a private act
between creditor and debtor, but a radical action, and is therefore rather a matter of managing
social tensions. References to annulment in the archaic and classical periods are mostly
related to comments about Solon, as in The Constitution of Athens, or to speeches by orators
who conjured up the judges' oath, precisely not to cancel debts. Our analysis also pointed out
that effective debt collection, if it can take place, primarily served as an incentive for the

debtor to pay, rather than as a means of recovering money in the event of default.

\"

While there may be many invariants in human experience, including in the relationship to
debt, our analysis showed that debt perception in ancient Greece was not based on the notion
of monetary value, which is a fundamental distinction with the modern world. Indeed, we
have seen that the expression of collateralization is based on the incentive it provides for the
debtor to repay what is due, much more than on the idea of the resale value of the property.
Thus, it is the intrinsic value of the asset to the debtor, not its "market value" from the
creditor's perspective that is relevant. Similarly, the notion of gain associated with debt is not
based on the value of that debt, but on the interest collected, which is also treated as being of
a different nature from the principal, which excludes fungibility of the two into a common
value notion. Finally, debt cancellation or reduction does not stem from an economic
incentive to optimize recovery from the point of view of the creditor, but from a common,

social act at the level of the polis. A fundamentals aspect of the modern treatment of debt

" We have also noted a very similar expression in Demosthenes, Against Timocrates, 149.

% Andocides, On the Mysteries, 88.
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could be summarized with this common saying on the bond markets: "there are no bad bonds,
only bad prices". We can see how, based on our analysis, this could not be applicable to how

debt was understood in ancient Greece.

One definitely could not speak of any financialization with regard to debt in ancient Greece,
and the fungibility between monetary value and debt relationship would be meaningless for
the Ancients. Does this mean that the Greeks had an archaic view of debt, in the sense of a
pre-monetary relationship, an exchange of gifts and counter-gifts? We have seen that the use
of words associated with debt tends to support the idea that interest payments function as a
substitute for the reciprocity of exchanges, implying the existence of impersonal exchanges.
Rather than an evolution, which we would see from a diachronic perspective, it seems that we
must consider the relationship to debt in synchrony: the different mechanisms of relationship
existed at the same time. Interest-free private loans, eranoi, even though they were part of

relationships between relatives, were nevertheless considered as assets.
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