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SUMMARY

Money-lending starts with the origin and development of
trade relationship. Credit and debt is an inseparable part of
social and economic life at every stage of societal develop-
ment. Share of usury is small under subsistence economy
however it is still evident. Relationship of a creditor and a
debtor during the feudal era is my area of research this time.
Based on Georgian documents I will emphasize how mon-
eylending affected production relationships and also how it
changed forms of property. The other interesting aspects of
the credit are to what extent it shaped class relationships,
what were the differences between the credit given to a peas-
ant and to a lord, how taking the credit affected the economic
life of a peasant or a lord and what amount of its income a
peasant was supposed to pay as an interest rate. It is believed
that usury did not serve the progress. Its revolutionary role
can be traced in the demolition of manorial economy only.
On the other hand, a lord with a credit had to pay the loan
from his own resources which served as a double burden for
his peasant who in turn was obliged to do the job of a serf and
apart for his regular work he was punished with surplus labor
imposed on him because of his lord’s credit. The paper deals
with theoretical aspects of the formation of usury in Geor-
gia. Since usury is not possible without a cash crop I tried to
analyze which product could become one in feudal Georgia,
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also how it was converted into money rent and also, who was
accumulating this income, why usury capital ended up in the
hands of monasteries and how clergy was involved in this
activity despite the ban.

Interrelationship of interest rates of different periods is also
discussed. In addition, different aspects, for example, how
quantity of profit affected the peasant’s holdings, what were
the reasons a peasant might loan money, what was the share
of interest in his income and also, what was the relationship
between the rent and the profit is addressed. One specific ex-
ample discussed in the paper will shed the light not only on
peasant’s economic grievances but also on his moral condi-
tion, 1. . how money-lending affected his life. The paper is
an outline of a future research which will emphasize history
of usury in feudal Georgia in the frameworks of historical
materialism using the methodology of political economy.

Based on Fernand Braudel’s observations and works, Ital-
1an economist and sociologist Giovanni Arrighi put forward a
theory about the systemic cycle of capital accumulation. Ac-
cording to his cycle, the first center of capital accumulation
was the city-state of Genoa, second Holland, third Britain,
and fourth United States of America. According to Giovan-
ni Arrighi, any cycle in the formation of a center of capital
accumulation consists of two phases, one of which is mate-
rial expansion, when new technologies create a new center,
and the other is when accumulation moves into the financial
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sphere. The monopoly gained by the Genoese over the Black
Sea terminal made it an important state in international trade.
In this process, it became the first center of capital accumu-
lation. Georgia was included in the scheme of international
trade. Although the role of the Georgian kingdoms was not
significant, their participation in this scheme had a substantial
impact on their development and public life. From then on,
Georgian merchants were engaged in such forms of trade,
where credit and debt occupied a special place. Soon after
the credit forms, they were included in the commodity credit
form. Georgian merchants used all types of maritime trade
and credit of that period, both in Kafa and Sukhumi. Genoese
merchants visited Sukhumi, Poti, and Batumi with promissory
notes or insured credit. If earlier the debt was burdened with a
pledge according to Georgian law, Genoese offered Georgian
merchants the benefit in the form of already insured credit.
The demand for the small products exported from Georgia
created the need for a division of labor. Georgian artisans
worked in Kafa and were involved in the military industry.
Earlier, most traders in Georgia were foreigners. However, as
a result of this shift, Georgians appeared among their ranks
as well. New forms of trade contributed to the emergence of a
new class of merchants. The ranks of merchants and artisans
were most likely filled from the ranks of “servants”, which
points to unusual changes in the local feudal mode of produc-
tion. But all this was eventually reversed after the Ottomans
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took control over the Black Sea, followed by the re-strength-
ening of serfdom and deepening of feudal relations.

Peasants were the primary means of production during the
Middle Ages. Lords had the authority to sell peasants, with
or without a land. The tax obligations of a peasant depended
on their status, specifically whether the land they cultivated
belonged to the lord or to the peasant themselves. Although
peasants are frequently mentioned in Georgian legal docu-
ments, they do not constitute an independent subject during
the Middle Ages, which is typical to the feudal social rela-
tions everywhere.

It 1s not surprising that historical documents from Geor-
gia primarily reflect the interests and demands of the upper
classes, as they controlled both the educational and judicial
systems. During this time, the literacy rate among the general
population was only 4%, placing the power to shape public
consent firmly in the hands of the elite. The Georgian Church
enjoyed monopoly on education sphere. According to An-
tonio Gramsci, medieval intellectuals, or “organic intellec-
tuals,” were represented by ecclesiastical entities that held
a monopoly over morality, law, science, and philosophy of
the period. With the rise of feudalism, the language of the
upper classes prevailed, contributing to the expansion and
reinforcement of the feudal system. In this context, the peas-
ant is largely absent as a subject; they were often mentioned
only in registries. However, before feudal relations were fully
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established, there was a conflict between what were termed
high and folk languages. Nikolai Marr analyzed this process
through his study of the four chapters of the Adishi Gospels.

Historical documents from Georgia reveal that the peas-
antry 1s typically referred to in the third person, often as
representatives of their lords and sometimes by their lords’
names. The only instances where peasants speak in the first
person occur in documents involving commitments made in
exchange for debt repayment. Overall, the voice of the peas-
antry is either limited or entirely absent in medieval Georgia.
We hear their perspective not through rebellions or peasant
protests, but through obligatory documents that reflect rising
exploitation, specifically regarding their responsibilities un-
der the law.

The opening of the Inquisition archives has led some his-
torians to believe that the European peasantry, which had
been largely invisible for centuries, can primarily be heard
through the interrogation protocols of the Inquisition. In a
similar vein, Georgian historical documents indicate that the
voice of the peasantry is often only heard in the context of
debt. Georgian historiography tends to depict the everyday
lives and work processes of peasants mainly in relation to
their obligations to pay feudal taxes. Furthermore, it is im-
portant to consider the increase in workload and exploitation
that occurs when a peasant is in debt—either due to their own
liabilities or because of their lord’s debts. In such cases, peas-
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ants must undertake additional work to pay off the interest on
their lord’s debts, 1n addition to their usual labor.

The majority of the medieval Georgian population, which
was predominantly composed of peasants, begins to express
themselves in the first person in documents primarily when
they take out loans from pawnbrokers. Their somewhat
ephemeral “subjectivity” becomes evident when they find
themselves burdened by the economic constraints of pawn-
broking.

As we have seen, money lending has a long history in
Georgia. Initially, usurer’s capital was in the hands of the
church, despite the fact that church laws strictly prohibited
money lending. In historical documents, we will encounter
facts when church leaders gave out money. Moreover, in
Nikortsmindeli’s writings, debt was a prerequisite for the loss
of land and its transformation into a fiscal unit, which would
later lead to the loss of personal freedom. Heavy debt burden
was carried mostly by peasants. If a peasant took out a loan,
he used it either to pay off his rent or to use it for his urgent
needs caused by crop failure. On the other hand, when the
lord borrowed from the usurer, of course, he also became a
parasite on the feudal economy. However, lords debt was also
transferred to the peasant. The lord paid the benefit at the
expense of the peasants and estates owned by him. For ex-
ample, the benefit was paid by rent when the peasant paid the
rent not to the lord, but to his debtor, which could be in the
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form of begar or natural rent. Accordingly, the appropriation
of surplus labor took place both on the part of the lord and
the usurer. In periods of crisis, the landlord lost his land alto-
gether, and the usurer appeared as the landlord. However, this
did not essentially change the position of the peasantry. The
peasant still continued to pay the rent to the new owner, but
he may not have been personally dependent on him. For ex-
ample, natural rent belonged to the usurer, who had become
a landlord, while service and begar belonged to the lord, to
whom the peasant had a personal obligation. However, there
were cases when the lord transferred the peasant’s rent not to
the usurer but to the peasant himself, in exchange for a debt.
From now on, the peasant had a new lord. This was the case
when the peasant or servant was used to cover the debt.
During the Mongol rule, a deep economic crisis made the
highest representatives of the feudal circle totally dependent
on usurers. Even the king borrowed tribute to the Mongols
from merchant-usurers. In return, the usurers either seized
the cities of the kingdom or bought them. Under these condi-
tions, merchant organizations — Ortags — emerged in Georgia,
representing associations of merchants. Their composition
was ethnically diverse, mainly composed of non-Georgians,
Persians, Armenians, and Jews. It seems that men and women
enjoyed the same rights within the Ortags. The emergence
of such a merchant organization during the crisis is logical,
because at that time money was expensive to earn and land
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became cheaper. Money became a necessary condition for
paying tribute, taxes, and begar. The systematic collection of
tribute by the Mongols destroyed the economic situation of
the main producer and made him poor.

The obligations of the feudal lords were directly based on
peasants labor and income, and therefore the peasantry was
impoverished more than the aristocracy. In such conditions,
the development of credit and lending activities is completely
logical. The productive population was doubly exploited, hav-
ing to pay begar, interest on loans, and taxes at the same time.
The royal government controlled the activities of the usurers,
and such activity was also maintained by legal norms. The
official upper limit should not have exceeded 30%. However,
there were cases when the percentage was 50%, 100%, and
even 300%. The interest-on-interest was strictly prohibited.
However, we also encounter such facts in everyday life. The
upper limit of the standard interest in the 18th century was
up to 30%, then it became even less than 30%, although this
does not exclude the possibility that higher interest rates ex-
isted. In the 18th century, lending money at an interest rate
of less than 30% made loans relatively accessible to all seg-
ments of society.

If some borrowed to cover daily needs and taxes, others
borrowed to purchase luxury items. According to Kakha To-
reli’s document, money was expensive and land was cheap.
Therefore, feudal lords borrowed money at high interest
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rates, and in case of default, they had to surrender their es-
tates. We can assume that such cases were frequent, which
led to a decrease in the price of land. The decrease in price
was also caused by the depopulation of the land. By its very
nature, usurious activity threatened the feudal economy, un-
dermined its foundations, and, accordingly, violated the rules
of the feudal mode of production. However, in Georgia this
process took longer, and the undermining of the feudal econ-
omy directly affected the peasant economy and the quality of
its exploitation. Economic crises caused not only the disinte-
gration and division of the feudal estates but also the further
division of the peasantry into households, and households
were subject to a greater burden of unified taxation. 9 house-
holds established on a certain amount of land had to pay the
same amount of begar as the 3 households previously, but the
volume of the harvest did not increase.

For instance, the harvest grown on 1 hectare now had to
feed a larger number of people and pay for the begar, and in
addition to the natural tax, the land tax was now also added.
Under such conditions, the peasantry was also forced to turn
to the usurer and use a certain amount of its already meager
economy to pay the rent. The peasantry, as a fiscal unit con-
sisting of peasant households, became more and more bur-
dened in terms of taxes and exploitation. On the other hand,
if the lord took out a loan, of course, the peasantry had to
pay the interest. On the one hand, the usurer received the en-
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tire income of the peasantry or village, on the other hand, if
the lord himself undertook to pay the interest, the peasantry
was doubly burdened with tax obligations. Loan obligations
caused great damage to the feudal economy; therefore, arti-
cles appeared in the documents of Georgian law regulating
the rules of pledge. During the era of Mongol domination, the
facts of the loss of estates became more frequent; lands and
villages passed into the hands of usurers. To protect against
such facts, Georgian law sometimes directly, sometimes indi-
rectly, prohibited the pledging of estates. If the Ortags were
created for the benefit of merchants and usurers, in a later
period the idea arose that a bank-like body should be created
under the supervision of the state, so that it would be possible
to redeem estates lost in debt or sell them under the control
of the king. Most likely, such an idea should have arisen pre-
cisely to protect the aristocracy.

In the 18th century, this project was not implemented;
moreover, debt and loans became an inseparable part of the
royal family. Although the royal family used various methods
to evade obligations, and often the usurer or merchant was
powerless before the king. However, the peasantry was left
face to face with the usurers; the lords would hand over the
peasantry to the usurer in exchange for debt, and the peas-
antry that remained landless was qualified as servants. There
were cases when, in exchange for debt, peasants or freed
peasants even gave up their own family members. Georgia’s
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involvement in foreign trade contributed to the emergence of
new forms of credit. Georgian merchants shared new forms
of maritime credit in their relations with Italian states. The
transformation of the Black Sea into a Genoese trading termi-
nal brought about certain changes in Georgian social life. It is
likely that the demand for certain products from the Italians
created some traces of a division of labor in Georgia, and
the peasantry was diverted to the production of specific prod-
ucts, since wine or silk extracted by forced labor did not meet
the trade requirements of that period. Relations with the first
center of capital accumulation left a faint mark on Georgia’s
social life, as the Black Sea soon came under the influence
of the Ottoman Empire, and man took first place among the
traded goods. Slave trade became an important economic ac-
tivity in Western Georgia. No documents confirming the ac-
tivity of usurers have survived to our time, but we can assume
that both the aristocracy and the peasantry could not escape
the clutches of the usurer; the impoverished producer would
probably take out loans from the prominent merchants of that
time.

Although usury seemed to play a revolutionary role in
the Middle Ages, in that it violated the feudal economy and
opened the way for new modes of production, which turned
out to be impossible in Georgia for the reasons discussed
above. Usury turned out to be a mechanism for the reproduc-
tion of the feudal rules of production in Georgia; the majority
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of the peasantry that had passed into the hands of the usurer
were still tied to the land and deprived of their freedom. The
peasantry, qualified as servants, again found themselves in-
volved in tax obligations. Moreover, the impoverished and
small artisans were again involved in feudal relations due to

non-payment of debts.
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