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ers finally secured the upper hand, although down to the 
most recent times the nobility retained formal leadership 
in affairs. 

Turning to the question as to the consequences of these 
relations in connection with the evolution of capitalism, we 
must emphasize the heterogeneity of industry in antiquity 
and in the middle ages, and the different species of cap-
italism itself. In the first place, we are met in the most 
widely separated periods with a multiplicity of non-rational 
forms of capitalism. These include first capitalistic en-
terprises for the purpose of tax farming—in the Occident 
as well as in China and western Asia—and for the purpose 
of financing war, in China and India, in the period of small 
separate states; second, capitalism in connection with trade 
speculation, the trader being entirely absent in almost no 
epoch of history; third, money-lending capitalism, exploit-
ing the necessities of outsiders. All these forms of cap-
italism relate to spoils, taxes, the pickings of office or official 
usury, and finally to tribute and actual need. It is note-
worthy that in former times officials were financed as Csesar 
was by Crassus and endeavored to recoup the sums ad-
vanced through misuse of their official position. All this, 
however, relates to occasional economic activity of an ir-
rational character, while no rational system of labor 
organization developed out of these arrangements. 

Rational capitalism, on the contrary, is organized with a 
view to market opportunities, hence to economic objectives 
in the real sense of the word, and the more rational it is 
the more closely it relates to mass demand and the provision 
for mass needs. It was reserved to the modern western 
development after the close of the middle ages to elevate 
this capitalism into a system, while in all of antiquity there 
was but one capitalistic class whose rationalism might be 
compared with that of modern capitalism, namely, the 
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Roman knighthood. When a Greek city required credit or 
leased public land or let a contract for supplies, it was 
forced to incite competition among different interlocal cap-
italists. Rome, in contrast, was in possession of a rational 
capitalistic class which from the time of the Gracchi played 
a determining role in the state. The capitalism of this class 
was entirely relative to state and governmental opportu-
nities, to the leasing of the ager publicus or conquered land, 
and of domain land, or to tax farming and the financing of 
political adventures and of wars. It influenced the pub-
lic policy of Rome in a decisive way at times, although it 
had to reckon with the constant antagonism of the official 
nobility. 

The capitalism of the late middle ages began to be di-
rected toward market opportunities, and the contrast be-
tween it and the capitalism of antiquity appears in the de-
velopment after the cities have lost their freedom. Here 
again we find a fundamental distinction in the lines of 
development as between antiquity and medieval and mod-
ern times. In antiquity the freedom of the cities was swept 
away by a bureaucratically organized world empire within 
which there was no longer a place for political capitalism. 
In the beginning the emperors were forced to resort to the 
financial power of the knighthood but we see them progres-
sively emancipate themselves and exclude the knightly class 
from the farming of the taxes and hence from the most 
lucrative source of wealth—just as the Egyptian kings were 
able to make the provisions for political and military re-
quirements in their realms independent of the capitalist 
powers and reduce the tax farmers to the position of tax 
officials. In the imperial period of Rome the leasing of 
domain land everywhere decreased in extent in favor of 
permanent hereditary appropriation. The provision for 
the economic needs of the state was taken care of through 
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compulsory contributipns and compulsory labor of servile 
persons instead of competitive contracts. The various 
classes of the population became stratified along occupa-
tional lines and the burden of state requirements was im-
posed on the newly created groups on the principle of 
joint liability. 

This development means the throttling of ancient cap-
italism. A conscript army takes the place of the mer-
cenaries and ships are provided by compulsory service. 
The entire harvest of grain, insofar as regions of surplus 
production are concerned, is distributed among the cities 
in accordance with their needs, with the exclusion of 
private trade. The building of roads and every other serv-
ice which has to be provided for is laid on the shoulders 
of specific personal groups who become attached by in-
heritance to the soil and to their occupations. At the end 
the Roman urban communities, acting through their may-
ors in a way not very different from the village community 
through its common meeting, demand the return of the rich 
city councilmen on property grounds, because the popula-
tion is jointly responsible for the payments and services due 
to the state. These services are subject to the principle of 
the origo which is erected on the pattern of the t'Sia of 
Ptolemaic Egypt; the compulsory dues of servile persons 
can only be rendered in their home commune. After this 
system became established the political opportunities for 
securing gain were closed to capitalism; in the late Roman 
state, based on compulsory contributions {Leiturgiestaat) 
there was as little place for capitalism as in the Egyptian 
state organized on the basis of compulsory labor service 
{Fronstaat). 

Quite different was the fate of the city in the modern era. 
Here again its autonomy was progressively taken away. 
The English city of the 17th and 18th centuries had ceased 
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to be anything but a clique of guilds which could lay claim 
only to financial and social class significance. The German 
cities of the same period, with the exception of the imperial 
cities, were merely geographical entities (Landstadt) in 
which everything was ordered from above. In the French 
cities this development appeared even earlier, while the 
Spanish cities were deprived of their power by Charles V, 
in the insurrection of the communeros. The Italian cities 
found themselves in the power of the "s ignory" and those 
of Russia never arrived at freedom in the western sense. 
Everywhere the military, judicial, and industrial authority 
was taken away from the cities. In form the old rights 
were as a rule unchanged, but in fact the modern city was 
deprived of its freedom as effectively as had happened in 
antiquity with the establishment of the Roman dominion, 
though in contrast with antiquity they came under the 
power of competing national states in a condition of per-
petual struggle for power in peace or war. This com-
petitive struggle created the largest opportunities for 
modern western capitalism. The separate states had to 
compete for mobile capital, which dictated to them the 
conditions under which it would assist them to power. 
Out of this alliance of the state with capital, dictated by 
necessity, arose the national citizen class, the bourgeoisie in 
the modern sense of the word. Hence it is the closed na-
tional state which afforded to capitalism its chance for 
development—and as long as the national state does not 
give place to a world empire capitalism also will endure. 
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