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Abstract:

Many years before Adam Smith, numerous theologessociated with the
School of Salamanca, such as Domingo de Soto, deahbugo, Juan de
Mariana, Luis Saravia de la Calle, Martin de Azp#ta, Luis de Molina,
Leonard Lessius, Thomas Cajetan, and Franciscaddaad made great strides
in the development of economics. Specifically, éhélseologians, otherwise
known as the “Scholastics,” analyzed and arguednsggrice and wage
controls by explaining that the only “just” pricasad wages are those that are
set by the market, examined and pushed back agaiobibitions on usury,
understood the concept of time preference, andebelgevelop monetary
theory in multiple ways. They also demonstrated #fleof this was consistent
with the Catholic religion. This paper analyzes teeys in which these early
theologians contributed to the development of ento® and reconciled it with
their Catholicism.

Keywords: economics, economic history, the School of Sataraascholastics,
catholicism.

Although Adam Smith is widely considered to be fimender of modern economics, economic thought
had already been in development many years pridériith. Most notably, a massive amount of
economic thought, specifically regarding price awedge controls, usury, time preference, and
monetary theory, had been developed in Spain sgani the 16th century by a group of theologians
from the School of Salamanca, who based their relagamn Aristotle as well as St. Thomas Aquinas
and were known as the “Scholastics” [10, pp. 991100

One of the main economic ideas associated withhtbelogians from the School of Salamanca
is their view about what constitutes a “just” prige®, p. x]. Domingo de Soto [12], for instance,
pushed back against the idea that there is a “joste that is different from the market price and
argued instead that the only just price is the etapkice. For a long time prior to the Scholastids,
was assumed that the so-called just price wasca drstinct from the price reached on the free etark
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and reflected either the cost of production orgbed’s alleged intrinsic value” [13, p. 44]. Com{r&o
this view, however, Soto explained that

in examining the problem of the just price...we miust take into account the demand
which exists for the article, and its abundanceaarcity. Next we must bear in mind the
labour, trouble, and risk which the transactionoimes. Finally, we must consider
whether...buyers are scarce or numerous [3, pB584-

Soto reinforced this point by adding that pricesudtt be set by the merchants themselves and not
anyone else. Specifically, the theologian madeettaguments in favor of letting merchants set the
prices of their goods themselves. First, he poitgtdthat among juris-consultants, something istlvor
whatever someone can sell it for, so merchantsldhmufree to set the prices as they see fit becdus
it's worth that price it will sell and if it won’tthen it won't sell. Second, he highlighted the artpnce
of taking the word of experts and noted that manthare experts in merchandise so their opinion on
the price of their goods is what should be defetoedrhird, he argued that people are allowed to do
what they wish with their own property, which medhat they are allowed to ask for whatever price
they want since it’s their property.

Despite this Soto also believed that prices shbaldontrolled. Specifically, he stated,

to see why it is necessary for prices to be coletlplve must realize that the matter is a
primary concern of the republic and its governarisp, in spite of the arguments repeated
above, ought really to fix the price of every ddidBut since they cannot possibly do so in
all cases, the task is left to the discretion ofdsa and sellers [3, p. 85].

Additionally, Soto claimed that the natural pricg by the market is not determined by an individual
merchant, but by “prudent and fair-minded men”(386]. Soto stated that much like how a merchant
who buys something at a higher price than whas icurrently selling for cannot expect people to
compensate him for his loss, the same goes for @oenho buys something at a lower price than it is
currently selling for. The price someone should teéhgs for is the price that fair-minded peoplél w
accept rather than whatever price anyone is wililmgay.

In contrast to this, Rothbard noted that other &dtiws, such as Cardinal Juan de Lugo,
properly acknowledged that “the ‘estimation’ oruwation is going to be conducted by ‘imprudent’ as
well as ‘prudent’ men” [10, p. 127]. He added, tie consumers are foolish or judge differently than
we do, then so be it. The market price is a juisepall the same” [10, p. 127].

In summary of de Soto’s views on price controlstiRard concluded [10, p. 103],

De Soto was not content to concede the propriegoeernment fixing the price of goods

and letting it go at that. Instead, he declaretyfihat a fixed price is always superior to the
market price, and that ideally all prices shouldiked by the state. And even lacking such
control, prices, for de Soto, should be set ‘bydpaion of prudent and fair-minded men’

(whoever they might be!) who have nothing to dohvany transactions. They should not
be determined by the free bargaining of the bugadssellers involved. Thus de Soto, more
than any other scholastic thinker, called for statirather than market determination of
price.

Soto’s views on the just price being the marketgwere further developed by Juan de Mariana,
who stated [10, p. 120],



Only a fool would try to separate these valuesuchsa way that the legal price should
differ from the natural. Foolish, nay, wicked théer who orders that a thing the common
people value, let us say, at five should be sofdtdn. Men are guided in this matter by
common estimation founded on considerations ofjthadity of things, and their abundance
or scarcity. It would be vain for a Prince to seekundermine these principles of
commerce. 'This best to leave them intact instefagseailing them by force to the public
detriment.’

By saying this, the theologian appears to be rggiilng that even if someone, such as Soto, supporte
price controls, the price control should be setvhatever the market price is, rendering it effesdijv
useless. This is because the market price is l@s@eéople’s estimations about the quality of goasls
well as their scarcity or abundance and divergmgifthese estimations will leave the public wore o
than they otherwise would be.

Luis Saravia de la Calle likewise argued thatjtts¢ price is the market price. According to
Saravia de la Calle [3, p. 79],

The just price of a thing is the price which it aoonly fetches at the time and place of the
deal, in cash, and bearing in mind the particullanuenstances and manner of the sale, the
abundance of goods and money, the number of bugeds sellers, the difficulty of
procuring the goods, and the benefit to be enjdyetheir use, according to the judgement
of an honest man.

He also reasoned that the just price “arises frioenabundance or scarcity of goods, merchants, and
money...and not from costs, labor and risk. If vael o consider labor and risk in order to assess th
just price, no merchant would ever suffer loss, would abundance or scarcity of goods and money
enter into the question” [3, p. 82].

Similarly, Martin de Azpilcueta pointed out thatige controls are “imprudent and unwise”
because “when goods are abundant...there is nofae@teximum price control, and when goods are
scarce, controls would do the community more hdramtgood” [10, p. 105]. This is due to the fact
that market activity is largely based around iniv@st that are ultimately sent by prices. Prices
influence both the supply of products as well asdbemand for those products. High prices not only
discourage consumption of a particular producty thlso encourage others to produce more of the
product. Prices that are low, on the other hantipnty fail to discourage consumption, they algbtta
stimulate production. When a price of a produckept low through the enforcement of just price
legislation, then, all things being equal, the dedor that product will be high but the supplytbét
product will be low, resulting in a shortage theaates the community worse off than its members
otherwise would be.

Consider a situation where the prices of umbredles sharply increased during a sudden
unexpected storm. According to Woods [13, p. 4#je“higher prices...serve a salutary purpose: they
encourage people to economize on those items tbah gyreatest demand at the time.” Underscoring
this, he added [13, p. 47],

Had the umbrella price been forced by law to renfixied, a household of six may have
purchased six umbrellas. But if the price is alldve rise-even dramatically — in the wake
of these sudden and unexpected circumstances, atindyfis much more likely to
economize: to purchase, say, three umbrellas, tayérno heads each. The three they end
up not purchasing are now available for anotheshbald to acquire. This is how a market
economy encourages sharing and cooperation duniisgsc not by central planning,
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reeducation camps, and slavery, but by a priceesythat is free to fluctuate in response to
changing conditions.

When prices, and ultimately profits, are allowedise beyond what is considered “just” in respotose
an increase in demand for a particular good, sggaad simultaneously sent to consumers and supplier
encouraging the consumers to consume less and raigaog the suppliers to supply more. When these
signals fail to be sent due to the enforcementjoktprice, all other things being equal, the éase in
demand doesn’t get met with a similar increaseupply. This not only results in a shortage but @so
misallocation of resourcés.

The enforcement of just prices through price cdatnot only fails to encourage an increase in
supply, it also tends to prevent products in atsiger from being allocated to those who value theen t
most. Instead, the products have a tendency toaupnigeing misallocated, on a first come first serve
basis, to those who are the closest and quickesgtfdtcing this point, Woods explained [13, p. 47],

The fact is, scarce resources must be rationed lsmmeA market economy with freely
fluctuating prices constitutes one form of ratianimhose who condemn the ‘greed’ of
those who charge what the market will bear appedetieve that the rationing that price
controls bring is somehow morally superior. Butprcontrols simply reward those who, in
effect, can run fast. Put that way, how can suskisteem be considered morally superior to
its market alternative? Why, from a moral pointvegw, should the limber and sprightly
win out over the slow or handicapped? Price costrat only decrease the quantity of a
good that producers are willing to sell, but withthe discipline imposed by higher prices,
the limited supply of goods will be acquired only those who arrive first — and these
buyers will have no incentive to economize on tHem.

In addition to the just price, the theologians asged with the School of Salamanca likewise argued
that the only “just” wage is the wage that is agregon by the employer and employee [3]. For
example, Soto argued that “if they freely acceptesl salary for their job, it must be just” [13, Fi].
To clarify, he wrote that “no injury is done to 8®who gave their consent” and mentioned thatef th
workers “do not want to serve for that salary, Eayl3, p. 51]. To put it differently, Soto oppakthe
idea of a minimum wage since he believed that aageyincluding very low wages, is just as longtas i
was agreed to voluntarily.

This was contrary to the idea, which Pope Leo Xitér articulated quite clearly [4, para. 46],
that the wages people earn should be “sufficiemn@ble [the laborer] comfortably to support hirfsel
his wife, and his children.” Specifically, he sth{d, par. 45],

There underlies a dictate of natural justice monpdrious and ancient than any bargain
between man and man, namely, that wages oughbrm tnsufficient to support a frugal
and well-behaved wage-earner. If through necessitiear of a worse evil the workman
accept harder conditions because an employer draobor will afford him no better, he is
made the victim of force and injustice.

Luis de Molina pushed back against the belief thaiployers must pay a living wage as well.
Specifically, he claimed that employers are “onbliged to pay [the laborer] the just wage for his
services considering all the attendant circumstnoet what is sufficient for his sustenance andhmu
less for the maintenance of his children and fahjil@, pp. 50-51].



Although some people may mistakenly consider tieég/\on wages to be “a case of callous disregard
for the well-being of workers,” their views actyalliemonstrate a profound care for workers [13, p.
51]. In the words of Chafuen [1, pp. 130-131],

Their condemnation of monopolies, frauds, force higth taxes are all directed toward the
protection and benefit of the working people. Nbe&tss, they never proposed the
determination of a minimum wage sufficient to maintthe laborer and his family. In the
belief that fixing a wage above the common estiomtievel would only cause
unemployment, they recommended other means.

Reason allows us to distinguish between goals aednsn One of the goals of the Schoolmen’s
economic policy recommendations, as of any othieoaicof thought, is the betterment of the worker’s
condition. Nonetheless, they understood that tamgewith the market would be inconsistent with
their goals. These reasons, and not a lack of tghavere the basis of their proposals. Those who
criticize Late Scholastic wage theory for a soexlllack of compassion’ demonstrate their lack of
understanding of the market.

This means that the Scholastics opposed a minimagewot because they hated the workers,
but because such a minimum wage would actually ntla&ewvorkers worse off than they otherwise
would be. Such a situation is due to the fact thatminimum wage acts as an obstacle that must be
jumped over rather than a tide that raises alldoat

The wages that workers earn tend to be based atbergiscounted marginal revenue product,
otherwise known as discounted marginal value prpdhat they will add to the company [9]. For
example, if a worker will only add an additional,@30 to the company each year for two years, then
their marginal revenue product is $10,000. HoweWehe interest rate is 10%, then that meansttieat
present value of the $10,000 gets discounted t60$9,Consequently, if there is a minimum wage
above $4,5000, which is the workers’ discountedginat revenue product per year, then the employer
would ultimately be losing money if they hired thelhis means that they will tend to not hire that
person. Instead, a prospective employer would lterbeff loaning that money out to someone at 10%
and getting a greater return. As a result, the i left off in a worse position than they othissv
would be without the minimum wage law because ttmyd have been hired on for at most $4,500 per
year, but instead they weren't hired at all andvamaaking any money.

Leonard Lessius likewise “advanced the view thatkers are hired by the employer because of
the benefits gained by the latter, and those benefll be gauged by the worker's productivity” [18
124]. Additionally, the theologian also highlightdtht low wages may also be a result of the worker
receiving some other form of non-monetary compeoisasuch as “psychic income” [10, p. 123]. To
clarify, he noted that the psychic income, whichnsluded as part of the pay, may be things like
“social status and emoluments” [2, p. 264].

In addition to opposing the idea that just priced wages are different from market prices and
wages, the Scholastics also largely defended thetipe of usury, which has to do with charging high
or unjust, interest rates on loans. Cardinal Tho@agetan made one of the first great strides in
defending usury by using the idealoérum cessans, which has to do with paying interest to someone
for profits that were lost due to not being ableise a piece of propertyTo clarify, he argued that, at
least when it comes to businessmen, all loans justigied.

According to Rothbard, Cajetan was one of thd people to ever justify money lending as a
business. Specifically, Rothbard noted [10, p. 101]

[Cajetan] vindicate[d], not indeed all hfcrum cessans, but any loan to businessmen. Thus
a lender may charge interest on any loan as payrfwenprofit foregone on other
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investments, provided that loan be to a businessitfas untenable split between loans to
businessmen and to consumers was made for thdifirst- as a means of justifying all
business loans. The rationale was that money extdts high profit-foregone value in the
hands of business, but not of consumer borrowehsis Tior the very first time in the
Christian era, Cardinal Cajetan justified the basgof money lending, provided they were
loans to business.

Soto also helped to undermine the prohibition agjausury even though he technically spoke out
againstlucrum cessans and usury in gener8lWhile discussing a quote from the Bible about legd
freely, he claimed that the statement actually faselevance to lending at interest and that ugiry
not against natural law. This means that, at least theological level, usury is not a problem.

Lessius also argued in defense of usury. Accortlirtbe theologian [10, pp. 124-125],

Although no particular loan, separately considel®dthe cause, all, however, collectively
considered, are the cause of the whole lucrum nes$ar in order to lend indiscriminately

to those coming by, you abstain from business andupndergo the loss of the profit which
would come from this. Therefore, since all colleely are the cause, the burden of
compensation for this profit can be distributedsitogle loans, according to the proportion
of each.

Furthermore, the Scholastics also helped to deviieptheory of time preference. Azpilcueta, for
instance, pointed out that “a claim on somethingasth less than the thing itself, and...it is pl#hat
that which is not usable for a year is less valedihn something of the same quality which is wesabl
once” [2, p. 215]. This means that present goodsiarth more than future goods. A house which will
not be ready for a year, for example, is worth tess a house that is available at ohce.

Another economic issue that the Scholastics largmysed on was the monetary theory. For
instance, Cajetan “can be considered the foundexpéctations theory in economics” due to the fact
that he “pointed out that the value of money dependt only on existing demand and supply
conditions, but also on present expectations offtiwre state of the market” [10, pp. 100-101]. In
other words, Cajetan noted the expectations ofréutthanges in the supply of money as well things
like wars and famines will have an effect on theent value of mone$.

Additionally, Cajetan explained that there’s twads of “value of money” [10, p. 101]. He
made a distinction between the value that moneyrégarding “its purchasing power in terms of
goods...and the value of one coin or currencyrimseof another on the foreign exchange market” [10,
p. 101]. Money not only has value when it comesxohanging it with particular goods such as wheat
or rice, it also has value when it comes to exchang with money from other countries.

Another scholastic who spoke extensively about etemy theory was Azpilcueta, who
reasoned, “all merchandise becomes dearer whenntdreat demand and short supply, and...money,
in so far as it may be sold, bartered, or exchamgyesbme other form of contract, is merchandise and
therefore also becomes dearer when it is in gremiatid and short supply” [3, p. 94].

To clarify, Azpilcueta pointed out that “in courgsi where there is a great scarcity of money, all
other saleable goods, and even the hands and labouen, are given for less money than where it is
abundant” [3, p. 95]. As a caveat, Azpilcueta madee to add, “other things being equal” to
underscore the fact that there could potentiallyobeer variables that cause goods in a particular
country to cost more in a country where there gsemt scarcity of money [3, p. 95]When money in
a country becomes scarce, the purchasing powdrapfmioney increaseseteris paribus, due to the
fact that people would be willing to accept lessnepin exchange for their gootfs.
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To better illustrate this, Azpilcueta used Spaird d&rance as an example, stating, "we see by
experience that in France, where money is scah@r in Spain, bread, wine, cloth, and labour are
worth much less” [3, p. 95]. Furthermore, he addatat some men say, that a scarcity of money
brings down other things, arises from the fact itsa¢xcessive rise makes other things seem |quar,
as a short man standing beside a very tall oneslsbkrter than when he is beside a man of his own
height” [3, p. 95]. This means that the greaterdh®unt of money, the lower the purchasing power
since a greater quantity of money will be necesgabuy the same kinds of goods.

Moreover, Azpilcueta also ardently defended theharge market for money, which has to do
with trading currency from one country for a cuwegnfrom another country rather than trading
currency for other goods or services. Specificdlly stated [3, pp. 90-91],

Aristotle disapproved of this art of exchange amdrading in money: it seemed to him
both unnatural and unprofitable to the republi@ smhave no end other than gain, which is
an end without end. St. Thomas, too, condemneolaihess whose main object is gain for
gain's sake. But even St. Thomas allows that thechmeat's trade is lawful so long as he
undertakes it for a moderate profit in order tomtain himself and his family. After all, the
art of exchange benefits the republic to some éxtenyself hold it to be lawful, provided

it is conducted as it should be, in order to eamaalerate living. Nor is it true that to use
money by changing it at a profit is against natuk&hough this is not the first and
principal use for which money was invented, it @a the less an important secondary use.
To deal in shoes for profit is not the chief usevidnich they were invented, which is to
protect our feet: but this is not to say that &mé in shoes is against nature.

In other words, Azpilcueta defended the exchangekebdor money by comparing it to trading other
goods like shoes and arguing that trading monewyldhme allowed as long as long as a moderate profit
is earned just like with shoes or any other gbfod.

In addition to Cajetan and Azpilcueta, Franciscarda also discussed the value of money,
which he claimed usually comes from three causHse ‘first and most important” cause is “whether
money is scarce or abundant” [3, p. 105]. To djarbarcia added, “just as merchandise is little
esteemed when it is plentiful, and highly valued asteemed when it is scarce” [3, p. 105]. Much lik
how goods are highly valued when there is not @ldhem and not highly valued when there is a lot
of them, money is valued more when there is lessasfd less when there is more of it.

Regarding the second cause, Garcia explainedtthas to do with “whether there are many or
few who wish to give or take money in exchanget assin the sale or purchase of goods the price of
the merchandise rises or falls according to whethere are many or few buyers and sellers” [3, p.
105]. By saying this, Garcia appears to be pointogthat the value of money is no different from
other commodities, and consequently, it rises atld fiepending on how many people are willing to
offer or accept the money.

Regarding the third cause, Garcia noted thatviblires whether or not it is in a safe place or a
risky place. “If in Flanders a city is in danger la¢ing sacked (as Antwerp was sacked a few years
ago),” he reasoned [3, p. 105], “then money wowddwmrth less in that city, quite apart from other
considerations®?

Molina likewise wrote in depth about monetary tlyedMuch like Garcia, Molina pointed out
that “just as an abundance of goods causes pricdallt (the quantity of money and number of
merchants being equal), so does an abundance afynmanise them to rise (the quantity of goods and
number of merchants being equal)” due to the fa&t the money itself becomes less valuable for the
purpose of buying and comparing goods” [3, p. 12]ditionally, he explained that “wherever the
demand for money is greatest, whether for buyingcanrying goods, conducting other business,
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waging war, holding the royal court, or for anyatheason, there will its value be [the] highe& .
113]. By saying this, the theologian is makingléar that the supply and demand for money is simila
to the supply and demand for other commodities.

Furthermore, Mariana also discussed monetary yhéar instance, he asserted that the king
may not “take away arbitrarily any part of [the pkxs] possessions for this or any other reascengr
ploy. Such seizure occurs whenever money is deb&sedvhat is declared to be more is worth less”
[5, p. 544]. To clarify, he added,

if a prince is not empowered to levy taxes on ulmgl subjects and cannot set up
monopolies for merchandise, he is not empowerethase fresh profit from debased
money. These strategies aim at the same thingniolg®aut the pockets of the people and
piling up money in the provincial treasury [5, g4%.

When a money is debased and the amount of moneyadulation increases as a consequence, the
resultilgg inflation is ultimately similar to theftue to the increase in the supply of money loweittisig
value:

In conclusion, although some, like Schumpeter, glayn that the Scholastics “hardly went at
all into the specifically economic problems of galfinance” and “produced nothing that qualifies as
economic analysis” on the topic, it's clear thae tBcholastics made great strides in the general
development of economics [11, pp. 92-93]. Not aditythey analyze and argue against price and wage
controls, they also examined and pushed back agaiolibitions on usury, understood the concept of
time preference, helped develop monetary theony,d@monstrated that all of this was consistent with
Catholicsm. In other words, the Scholastics hadibégying the foundation of modern economics long
before Adam Smith, the so-called “father of ecorzsyiihad explored the topic [8].
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Notes

1. Soto appears to be suggesting that if the goverhowend fix the price of products in every case,
then the government should actually do so rathesr tetting the prices be left to market forces.

2. This is especially important in times of crisiscBwas a hurricane, which is something that Woods
has likewise pointed out. Specifically, he statE8|, [p. 48], “Suppose a hurricane does serious damag
to homes in Florida. The price of lumber rises irdrately, to reflect the scarcities brought intoeetf

by the sudden, overwhelming rise in demand. Seiazpan this opportunity for profit, lumber suppliers
from across the country rush to make their prodacslable to Floridians in need. This pressure on
lumber supplies in the rest of the country raisesder prices there as well (although not as seyjerel
These price increases encourage all Americansotwoeaize on lumber, thereby releasing additional
supplies for use in Florida. A man in Cincinnateinding to build a doghouse, finding the price of
lumber unexpectedly high, may well decide not tddoane at all, or at least to forego the projext f
now. The unfettered ability to bid up prices thilevas Floridians to draw lumber supplies away from
less urgent uses throughout the country and totirdnore urgent uses of those who have lost their
homes in the disaster.”

3. In summarizing the case against the just pricegoeimmething different than the market price,
Woods explained that since people are left worEbysghortages that result and perpetuate as a
consequence of enforcing “just price” laws and pfirece controls due to failing to discourage
consumption and encourage production, such legislaannot be considered moral according to
Catholicism. Specifically, Woods stated [13, p.,5@]would be to stretch the idea of morality bego
all recognition to claim that a measure that credtavill between buyers and sellers, provides no
incentive to economize on the rationed good (@utoordinate less urgent uses to more urgent ones),
and actively prevents the alleviation of a shortegeld in any way be described as morally supédor
the free market, whose price system possessesofitinese disadvantages. To the contrary, the
foregoing analysis points to one conclusion ortigat the demands of morality can be satisfied ogly b
means of the price that is reached through thentaty agreements between buyer and seller. The
market price, therefore, may with good reason be/&d as the only just price.”

4. By requiring employers to pay whatever wage isdiated rather than pay wages based on
discounted marginal revenue product, minimum wageslation results in disemployment effects for
uneducated and unskilled workers since the empdoyél tend to reduce the hours of employees
whose discounted marginal revenue product is béh@wninimum wage and they could even end up
replacing workers with more affordable machines. &oextensive review on the economic effects of
minimum wage, see [7].

5. Lucrum cessans is Latin for “ceasing gain.”

6. Soto went so far “as to declare the standardagiteed or insured investment contract as sinfdl an
usurious, on the old discredited medieval grourad tisk and ownership must never be separated” [10,
p. 104].

7. Rothbard has also pointed out, quite thoughtftitlat “if a future good is naturally less valuabl
than a present good on the market, then this ihsigbuld automatically justify ‘usury’ as the chiag

of interest not on ‘time’ but on the exchange afgant goods (money) for a future claim on that rgone
(an IOU)” [10, p. 106]. Azpilcueta, however, didtmake this connection.

8. If a country is in danger of being attackedikell to get into a war in the near future, thee talue

of that country’s money will be less than a counktrgt isn’t likely to get in a war or be attackdthe
same applies to countries where an increase isupply of currency is expected.

9. Rothbard has called this analysis of the puiolggsower of money “splendid and concise” and
pointed out that Azpilcueta “does not make the ahistof later ‘quantity theorists’ in stressing the
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quantity or supply of money while ignoring the demaOn the contrary, demand and supply analysis
was applied correctly to the monetary sphere” f{0,105-106].

10. “Holding other things equal” is also commordyarred to in Latin aeeteris paribus.

11. This idea was further developed by Mises, whted [6, pp. 398-399], “Media of exchange are
economic goods. They are scarce; there is a defoatitem. There are on the market people who
desire to acquire them and are ready to exchanggsgand services against them. Media of exchange
have value in exchange. People make sacrificethéar acquisition; they pay “prices” for them. The
peculiarity of these prices lies merely in the féett they cannot be expressed in terms of momey. |
reference to the vendible goods and services wakspieprices or of money prices. In reference to
money we speak of its purchasing power with reganarious vendible goods.”

12. By making this comparison, Azpilcueta highligghthat the money market is similar to the market
for any other good or service.

13. Interestingly, this was the first time that smme attempted to apply marginalism to the value of
money. Specifically, Rothbard mentioned [10, p.]11Qarcia, for the first time, rested his ‘macro’
analysis on a ‘micro’ insight: that a very rich mamman with an abundant personal supply of money,
will tend to evaluate each unit of currency lesmtivhen he was poor, or than another poor man. Here
Garcia actually grasped, though sketchily, the ephof the diminishing marginal utility of money.
Marginalism, in this area at least, was actualched rather than simply approached.”

14. In addition to debasing coins, this would a@pply to causing inflation by increasing the amaoint
fiat money in circulation.
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