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I. INTHODUGTION

1f the cavailactic coneests of trade, money and markets
earry with them any one single distinctive Teature, it iz their
institutional interdependence. Although they renredent three
senarate.institutinﬂﬁ they are merely diliferent aspects of an
agmnemy, closely linked together and funeticnally interrel ated
through their common tile Lo exchange, irade iz pregominantly

narket trade, money is exchange meney and market the loecus of

exchange. With profit in trade as the mobtive, maney the
medium, and prices in the market the determinant and the determined

sutcome of exchanpe, the institutional unity in the catallactic

triad iz complele - unity in origin as well as in functlon.

This ingtitutional unity, however, is not without ita
pragmatic basis, The actunal fanctioning of the modern industriglized
aconomy Trom the days of the industrial rewolutlon up to the
heginning of the first world war is adegquatsly sxplained within
the conceptual framework of the catsllactie triad. Nevertheless,
50 deeply are these conceptions embedded in the minds of economists
and historians alike that the institutional Dackground of these

eonecepts has been ungnalifiedly taken PEf granted. Today
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has become a traditional azpproach to interpret all types of economies




in terms of the catallactic triad. Primitive economies are

b :
eenceived of as predading sthaces to the market economy, and aneient

1
communitiss as commerceialized sociesties in antiguity. Trade
money and market being always fgken az interdependent institutions
representing different but inseparable aspects of an sconomy, the
exigtence of the market uyatnm.is assumed wheraver trade or money
is found present, The significance of suach a tagit assumption
can hardiy be overemphasized; for to assume the presence and
dominance of the markel in all situatlons Is Lo exclude the possible
existence of other types of economies whers sxchange 1s not the

basic form of integration, and hence to prejudge the whole problem
£ E) F o £ P

of the evoluvtion of human economie life,

The dbiective of this sssay is thus to subject this
erucial assumption to an empirical test against the background of
tha Debylonian economy to determine whether the catallactic triad
has any historiesl foondation, For our preéent vurpose , the
mogt relevant questiong are these
{1} Were thera trade acetivity, use of meney, and markets in the
Aabylonian economy ¥ If 5o, what is the exact nature of
theze insitutions, or, to what extant were trade and money
relatec to the market institution ?

{2} If market was not the contrzl ovpanizing inﬁtltutiop in the

=

Babylonian econcomy. how then did the economy function




Il. THE TRIAD ON TRIAL

Institutional Features of Trade in Babylonla

Thers was undoubtedly larpge scele trade aclbivity in Babylonia
as evidanced by the conpents af the Hammarabi Code and the Gappagncian
tablata, Such trading activity, particularly external trade is
conceivable singe ﬁabylnﬂia larked timbsr, atone and metal which must
be imgorted, soch ag copoer and lead from the Kanish colony, =ilver
from Aﬁdtﬁiiu, marble,dedar and oypress from the eastern mountains,
The cruecial problem nere fﬂ 1ot whether there was trade in Babylonia
hut rathar to ascertain the exact naturs of Babylonian trade in order

to determine whether trade was in any significant way linked with markets,

In essenge Babylonian tra@e was pradoninantly administrative in
sharacter. . The wheole organization of trade was independent of any
market institution, Trading in general was a collactive precedurs

and most of the trading was carried on in Ehe hands of tha atate, \"/

- [
; 21
Thus Koschaker remarks @'/

The oldest cuneiform reeords extant are administrative

 texts - notes upon Tlelds and deliveries of poods.
(Isalics mins}. This i3 troe of the arcasie clay tablats
from Jemdet Hasr, and of the documents from Uruk. Thousands
of such Tecords, especially those of temple administrations,
are the ouhatanding featnre of the Sumerian period as a whole,

e SR = 5 - o . - .

{1} P.Koschaker,"Cuneiform Law', in LAW, Encyclopasdia of the Social
Sclenees, 1933, wol, 9, pialT,

(2 Thid, 2ty
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This institetional feature of trade, as a mothod of aecqguiring
goods from afar rather than as an exchange of goods in the market,
is undoubtedly true of external trade which, because of geographical
5 : (3)
and military reagons, were of the nomnmarket expeditlonary type.
Interal trade was carried on likewise in the absence of a supply-demand
price mechanism, as evidenced by the documents on early Assyrian trade,
Hers free traders were found but the organization of business was also
racdically different from the catallactic concept of trade, Inlike
market trade which is motivated by gain based on priece fluetuations,
actual trading was riskless end marketless made pessible by such
institutions as the rvles of law, the tamksr, and karum whose premarket

functions rendersd ile presence of a merket institution unnecessary,

0f these ‘market substituting" institulions the tamkar deserves
gpeclal attention, The tamkar dominsted the Mescpotamian scene from
the Sumerisn beginnings to the rise of Islam, over three thousand years
as the most typleal tﬁader in the Babylonisan economy. Other traders

such as the trading company in the form of commenda, was of lesser

importance and rather sir:nl:.jlf:.{]'“l Prom the Hemmarsbi Code one
may get a fairly clear picture of what the tamkar does. He functions

(3) "The much needed imports of wood, metsl stone, etc., would be
brought in by centrally organized expeditionary trade involving
much time and labor to organize and not exemct from the danger of
enemy attacks while on the road, The femksr was in charge of
this trade." AP danelli, Some Aspects of Teornemic Tife in

Babylonia, Master's Essay, Colurbia Iniversity, 1951 @, 22,
(L.} Eoschaker, Cp,.Cit.,p.217.
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te here is of political and legal in character rather than ecenomic,
Mone f as means ol payment originated in the practice of paying tribute,

taxes, rents, etc,, to the temples and palace, including legal fines.

Indar such circumstances it is obvious that the catallactic conrept of

money is irrelevant.,

From the administrative standooint, a more important institution

is monay as a standard of value, Fi¥ver was the commoen denominator

of walue in fabylonia, The nroblem of independent origin again

arises hare, Twe questions ars involved: first, is its origin

independsnt of monsy as payment, and, sseond, 1s it independent of
thecrchange use of neney, T"he answer to the firat question ia providad

3
)'

by the obgervation of a hist ornan

In ancient Sumeria, silver was the comnon denominabor of all
valyes, When a tamkar delivered ointment to the temple and
receivad wool 1o exchange, payment was not ovaluated in ointment
agalnst wool, but the value of both was caleulated in silver,though
no paynent Lu silver took place,
Obher evidences, the temple records and the Hanmarabi Code also
substuntiate the proposition that averything wag guoted in silver,

the standard of value, but paymsnt was made nob in silver bulb in

barley or in kind.

&

(6} Daikar Schneidar, Muschelssld-Studien, {Tresden,150%), p.70, quoted
by Gianell], Dﬁ Qo Cit., p.33,




a8 to the second guastion , Habwlonian mensy was clearly not the
result of market functions as f:-?'—L"&-‘-'LT']é.:J.{':‘:.’;'i.f‘:all_}' implied, 308 origin
is govarnemntal administration of staple goods instead of individual
barter, The silver units, such as those mentioned so frequently in
the Hammarabi Code, are units of measuromant for administration purposes,
Momey, in effect, was an snornous opetatiohal device in order to make
the operzlion of a redistribative economy of this kind possible, It
supplemented the institution of eguivalencies by defining nnits in
terma of which equivalencies mary he wniversally established. Thus,
in the formal sense, Babylohian money was not an economic Iastitutlon.
To identifly it with modern and hence to presums the presence of the

market is simply misleading.

Price [Muetnations in ‘Babylonia

Prices in abroad sense-dld sxist in the Babylonian economy,

They were mantionad in the Hammarabi Code; the tanple records and in

the royal proclamations in the beginning of each dymasty. Homaver,
it scoms more proper to interpret these prices as numerial equivalencies

attached to staples by state or temple awthorities rather than as the

Tesult of a supply-demand mechanism in the market, for these prices

ware on the whole fixed even in the pressnce of markel elements, The
nroclamations on stele of Hammarabi Manistusu or bhe conmemorative

inseription of Singsid ware evidences of set prices which were changed




omly at long interwvals, Thiz fixation of prices was not inconsista t
with the basic redistriwtive character of the Babylonlan economy,
Because of different physical conditions within the empire, produce
warded Ih ldnd, The tax system must than previde for payment in kind
G it {7)

by cetablishing equivalences for substitution in tax payment.
n the ather hatﬁ, the allotment of ratlions and tihe making up of budgets
by the temple orthe palace necessarily required delfiniie scales of
egquivalences, For cbvious ressons, freely fluctuating prices would
mske the adminisitration of recistrivetive operations extremely difficult

if not sltogether brposzsibles, CRrer considerations, such as fairness,

might alsc have preovided a basis for 2 corstant price.

4 problem clesely in comnegtion withk that of markels is price
fluctuations. There 15 litile doubt that historicelly prices
Tluctuated, For inslance, the price of wool and other staples declined

s i : B
conbinuously £rom 2750 E.G.[.'

fnd the guestion arises : in so far
ag price fluctustions were 1n evidence how did they fit into the

pieture whers no market was present.

{7} Por instance, Lrticle 5l in the Hammarabi Code,

{5} Latea B ”Frlcﬂ Fluctuations in Babyleopnia®,Journal of Foconomic and
Buuiﬁenu -15—0”1, (193r;, p. 38,

(2} Since empirical svidences are lacking (this is =x}licitly recogrized
by Lutz himself ) the first qusstion skould perhaps be to ascertain
the reliability of the price guotations. Tie gipnificance of +this
lies in the fact that in some cases, pot one price but several prices
gxisted at ths same timF, and extreme care must bDe taken in the inter-
pretation of prices guotabtions over fime, For inﬂt;nrwj dogumen
digcovered in Usarit showszd that in this speient porl there was a
long 1igl of different kinds of prices in practice 5 ngh price, low
price, poor price, cooé price, fair price, ete. (Cf. Schaeffer,

X
"Has.Sharnal T L3}, Theas prices wers most probably trade good prices
arrangat ﬁﬁhwgﬂﬁ reprasentativas, And it is easy to interpret. the

gifferentials in these pr

ices ag price fluctuations over time.




i

Several explanatlons may be given. First, by fixed prices
we mean ths prevalenco of the same equivalencies over a relatively
long poeriod of time.  The posaibility of priee changes over a number
of years, due fa structural p?fmﬁmjs such as produchbion increases or
institutional elements such as changes in adninistrative policies,
are not pracluded aitmgether. Such long term changes in price,
or even Hﬁprt term changas, were not incompatible with a redistricuntive
ecotiony, Tor the economy itxell is dymamie and the eonditions which
gfléﬁ the formulation of peliciss are constantly changing, Tnder
such circumstances price is net the active result of the market

mechaniem but irstesd the pessive instrument of the administrative

authority.

Secomily, in exlernal trade prices may difler because ol defferent
Fhi ] [ o
anount of transpertation cests which verdied under different conditions.

A3 a result of such contentisons, price mipht sesm to Fluctuate although

=
¥
L

the transsecticons were based on the fraditicnslly fixed price.

Thirdly, granted that priece fluetuatieors in its strict sensze
did exist in Babwlonia due to private transsctions, such verving prices
were never significant encugh ta interfers with the furnctioning of the

redistributive econcey. ‘With the deily necessities effectively

handled by the temple and the palace, the svbeirculation of geods cutside

- the redlstributive system would be dso Limited that its price variations

could at no tims affect the controlied prices,




Thus it seem proper to conclude that price changes in Babylonis
were due more to institutional elements than to the market mechanism.
In short, prices and price flucthations In Babylonia do nct prove the

exizstence of the market institotion.
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a5 a whole retained the redistribuwtive form, with the 1zr£est nart
produce subnitted to a central avwthority and then rationed as payments
for labor used in cémmunual projects such as irrigation work, poad
bullding, ste, This is evidenced by the diffdrent deities in

ik 12
Babyionia lmown as the Shlrauhu.‘l )

Production and distribution, the two mujor lenetions of an
eg¢onomy were directed by the temple, the bagiec eeconomic unit, Storage
: (13} PR
and depositing were also handled by the tﬁmpief : Redistribution
genersily took place ab the pate which institutionally replaced the
markedt and made the presence of a formal market unnecessary, In

Labylonia the gateway was the passage between the two gates which Pormeod
bhe entrance of the walled city, temple or awy other economic unit.

Since a1l those who entersd or left the unit musi pass through the
Eateway, it vecmme a rublic meeting place where rulers and elders
aguembled to administer, as well as a center of transaction where all
colleetion of goods and redistribution took place. Just as the market
place served to earry out exchange transaction, the gateway was a parallel
orgaingatien that served the purpese of redistribution, The Greek
marketplace (agora} had two separate and distinetive functions :
politically as a public mnetiﬁg place of the court and assembly, and
economically as a ppbhimamiet, "he Babylonian gateways replaced it
funciionally in both wars, bub the Lwe furneblions were no longer indepandent
of each other, becanse Iin Babrlomia all sconcmic transactions were

aszgociated with the administrative authority. For instanece, one

{12 R.P.Doughert¥y, "The Shirkutu of the Babylonian Deities", p.3,
(13} lccording to Foschaker, Ari, 120 of the Hammarabiilode r=fersz to
sucn ﬂ”ﬁﬂSlt account fagilities ip regard to staple goods,




ancient Babylconian document rocorded that "a gparment was deliversd to

w 2k

g sirku who was in need of it

Below this aonstant large-scele mavements of goods carried
through the storage and redistrioution system, there proebably existed
5 sub-cirenlation of goonds based on exchanpge or bharter between
individuals. Fowaver, these transactions were never significant

enotugh Lo nroduce the Institutienaldestion of the market.

Supporting Btructures of the Zabvlonian Foconorpy

Just as exchange relis=s on the market as its suprorting stiruecture

a redistributive econrmy neces2arily roequires a cevtain degrese of
"

centriaity as its stroctural patters, In Rabyloenia sueh institutional
framework was cefinitely present. In fact, it had iis very political,.
sopial and peopraphical foundations. Geographieally, Babylonia, urdike
Eeypt, was always subject to the danger of invasions, Military .

gecurity mecessitated a collective type of organization. In addition,
the need for tne rapwlating the periedic fleods conditioned the
agzrapation of men into large units from the earliest Limes,  Felitiesl
powsr was centralizad, glthough the Torm of the political unit varied

: L 5
tarough bime. 130

The Faet that the Hammarsbi Bode was "planned as
a legal eode for the entire Kingdop" implies the presence of.a central

political erganimation in support of ths zraat furisdic structure,

) R.P,Dougherty, Ou.Cit., p.25.
TR B e
(15} ‘Foschaker, Op,CiE., p.2Lh.




Adpart from the existence of an preanization eengralizing and re-
distributing daily neeceszitics, there were ather insbitutions in
Babrlbnia which also replaced in part the funetions of the markel.,

For instance, there were brokers in 1ts pre-narket fornm, auctions

{in the Middle Aﬁxkrian Frpire ), offieially arppointed trustees, and
other Jagal dnstitutions. These institutiens functioned as part
substitutes to the market and actually m#dn large scule trade activity

and money uses rpessible without 2 marked,
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1V. COWCLUDTHG REMARKS

By way of ceonclusion the implications of the foregolng may
be brisfly nated
First, trade, money and market have independent origins, Fer
this reason, only with the help of institutiomal and empirical definitions
could we hope to Tind out the true naturentrade; money and markets in

the ancient world or in a primitive society. The triad can 1ead

us nowhere.

fecond, the oripin of the market institution is not to be found

in Babvlania,

Third, the Babylonian economy brings home the fact that there
are other forms of integration besides exchange, the basis of the
market economyr. As a corollary, the conecedt of stapes which implies
thal economies in antiguity represent predecessors of the market economy
In a2 much simpler form is entirsly b3591955. Iikewlise the siziliar
soncention of monetary svolution frmr.-_ a barber fo monsy and then 4o

eredit scanomy is erroneous,

.o

Finally, thes institutionsl sporoach developed as a reaction
the indequacy of the catallaciic triad is not limited in its usefulness

to the analysis of the past. At toe pre=s=nt stage ol history when




Lk

fors

the market is ?raduallv&it; importance as the central grganizing in-

sder historical perspective

titution, we need Indeed a much more broader

than the ovsolete triad would provide in our contimious strive toward

social prograss,
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I, INTROLUCTTON

It iz the purpose of this Fﬁper to trace the hisb?rical
development of the merket institution in Western Burope, But
here a 2ittle conceptusl clarification must preceds our analysis.
4 dletinetion hetwesn markets and the markel economy is to be made
i order to aveld, first, fhﬂ confusion of ldgﬁtifyjng the two and,
gecane, the elassieal prejudgment of the problem in assuming right

away & natural and cortinuous growth of the one from the other,

Market is simply the meeting place for buying and selling.
The market, so broadly defined, maey or may not comprise a supply-
demand=-price m=chaniszm, A market economy is one which imolies
a system of sedf-regulsting markets. It is an economy directed

by merkel prices and warkst nrices =2lone,

Pl




IT. TEE DEVELOPMENT OF MARKETS FROM THE HELLENISTIO

T THE -MELTREVAL: PERIOD

The rise of the market institution in Western Furope does
net display a continuous evolutionary pattern. For purposes of
anglysias, the development hay be broadly outlined n terms of
three zeperste stepes: the role of markets from the Uellendstic
to the end of the Mediewal Period: - Lhe tiransiticn of local to
national merkets under Mercantilism: aﬁd the emergence of gelf-
regulating murkets after the industrial revolution, 4t aach
stage, the markat ingtitntiorn has its wvery own characteristies and
itz distinet functions, It i5 or the beosis of these characteristics

that stages are s=t, Put it is {0 be noted that at each turning

poink, the chanpe was never one of naturdl or spontanecus transition,

The itpora
It is almost zertain nowthat the arigin of market is not to
|
be found in the Eastern flood Wmpires where the market was replaced

Funetionally by the gateway, and exchange oy redistribution asthe
2 - - 3 ll:J-l‘:
major ferm of integration. Greece, and not Babylonia nor Fgypt

£l

(1) An important plece of evidance in suprort of this proposition
is found in Herodotus reomarik thet Fersians had no markets, sven
as late as the time of Cyrus.

Pl




played the role dr the first to haué & market. The Greek agora
forshadows the emergence of the market institution. The apora
nas two separaze functions: politieally az a public meeting place,
and econcmically as an open market, connected wita fosa distribution

for the poor, Thig intermingling of political and =sconomic natures

ig wurigue in the sense fhat it i a contentious system in the Greck

& o by . Fhe demoeraiic party needs it to assune the fesdine
functions of the state, Far Creek demoeracy means direct participation.
The only way to salegunard the citizens against wholesale bribing

is to feed them through the state or the bip households.

T important features of the (iraealk agora should bhe noted,
First, prices are not established by the supply-demand mechaniam,
It is zentrolled. Secondly colns are used, not as a medium to
fagilitate exchange in%he market but rather as a devies monopolized
by the state to ensurc cheap food for the poor, Thirdly, in regard

to origin, the Greek agora is of internal origin as distinect from

markets developed out of poris in connecsion with externad trade,

Inderlying limitations fo the sxpansion of the Market

Heither the Greek agora nor ithe markets under the Homan Hapire
which are similar in function to the Ureek agora, expands inte a
systen, Thers are twe reasons, The Gresk pelais is essertially

& Tribal organigation, This explains the fact that the agoras is




possible ondy with a amall communtty. And here lies the wvery
limitation to the market system Ztself - territorial limitation,
# recesgion of the market sesms inewvitable when territorial expansion
goey bayong o certain 1imit, Thig happens to the Greesk agora;

to the city state markets in the Hommn ¥mplre, and to the 19th

certury market economy c¢limaxing in the breakdown of the gold standard,

Secend, the market institution during this the Medieval Period.
iz adinet te the seciety, Tt never plays a dominant rols of an
integrating organization in thess economies wiich are on the whole
redistributive sconomies, Tie agora is a predecessor of 1he madern
market institution, but thers are coexistent with the sgora other

institulions which funetion as substitutes for markets arnd hernce

rencer further davelopment of the markst unnecessary.

Madiewal Oities angd Local Markets

Te fall of the Soman Empire brought forth basic changes
in the sconomy and consequently the decline in significance of the

market institution, Tne continentalization of the Empire, which

W

weakens the structure of the economy, provides the link in th
transformation of Yeapitallsm in antiguily” inlo the manorial syatenm.
For centuries following the Declins Europs remained in & State of
self-contained economic order charactzrized by feundalistic traits

of a unigue nature, represéhbing a conjuncturs of feudalisn of




W

decay and primitive deudalism, Land, with dependent labor
was the chief means of orpanizing the esgonomic systen, Markets
from this time vp to the end of the Carolingian epoch almost

clsappearsd entirely,

The the Crusades brought along the first sign of revival
in commercial aetivity, The immediate r-svlt of the conguest of

Jorasalem was a conmereial one though the originsl purposc was gurely

religions, The towns on the inferior seas of the Mediterransan
became the first centres of activity, s.p., Venice, Genca, and FPisa.

Meanwhile Bruges in the north alsc developed inkto a centre of
navigat-ion and comnerce, And pradually, econcmic life, first
became active along the goast, penetrated inland and the two
movemanhs eventually metk, Tas steady progress in econonde activity
resulted 1n the Tormation of cities which were formerly gathering
places of merchants, ind in the course of commsreial markets
ﬁrnrgedff; wecording Lo Zer@me, the markets were wholesals markats,
retailing being left to the ;eidleps. Wosl, cleth, wine and grain

were the most important commodities traded.

The tonditioms at this: tiferwere! favorahiaz +onfhe development:

of markets becavse medieval commeree at its origin was egsentially
i ]

characterized by its regional’ guality and by its fresdom.'"’ But

|7 ) Pirense gave twe reascrs for thiz: (1) down to the end of the
12th century, the numbzr of tewns wers relatively small, and §)
towns at the period devoted tremselves far more Lo commerce than
to incustry, H.lirenne "Sfiges in the Socizl Development of
Capitalism", American Historical Review, vel.19 (1913/1h),




o

the citles soon tranaformed inte centres of indisirial activity,

s

F

and many seccohdary lecalities developed, concentrating on local

commeree., Direct trade between purchaser and consumer, siriect
protectionism excluding the foreigner from the Toca: market and
reserving to the bourgeoisie wlone, and minute repulations confining

within rerrew limits the industries of the merchange and the artisan,

2217 restricted the mariket to a small loesl araa.

; Trus a paradexical developmant resulted, The town, the
offspring ol the markets, began with the role of a protector of
markets, and ended as the restrainirg institution preventing
markets from expanding into the countryside and hence encroaching
on the prevailing sconomic organization of EGciet”E;J e
gsignificant consegquence of this iz that the markets nﬁﬁ;r developedh
into netional marltets, an szsentisl precondition for the emergence
of the self-regulating market systeam, "The local markets sre
essentially .. neighborhond markets, and though important tﬁ the

I

1ife of the community, they nowhers showed any sign of reducing the

prevailin

economic system to their patterm. They were niot starting
i  Em, St 3 rr(]-!‘:' a 3 :

points of inkarnal or national trade. £ Netther the faids,

parts, and staples wers sble to expand into national markets, for

tradewas limited to Iutercommuncicsl trade,

{3) Karl Polanyl, The Great Transformation, 194L, p.b2,
hid. o, 63
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Horeantildsm ~nd the Rlse of the Natlopal Market

The urban economy of the Mediewal Peried, sand with 1t the
locali ed markets, underwent a drastie transformation wnder the
impact af two major forces: the rise of the natlonal ststes and
the cemmercial revelntion. The strain towerd pelitical struotare
and & simmltanaous growth of capitalisn had one important eeonomiec
consaguence - Hercantilizm. Marcsntilism led to the break down
of the Medleval economic order. It sat frea commerce and indastry
from the towns. As trade and induostry expandes, local markets
alzo axpanied inte nationsl markets, partly as the result of more
intensive and extensive applieation of capitsl, btal predominantly

as the reault of deliberate sconomic policy of the state:




The exuberance of sepitalism under Mercantilist policies, which
reached its height in the seeond half of the 16th cenbury was howewe
not mainteined. From the 17th centrryg on HMercentilism imposed itaelf
more and rore strictly upom the industry and commerce. Mercantiliam
as pointed out by Heckscher, (5) impltes a general view of society.

Tt believes in natural laws of soeial causation, a raﬂcmalism
agoompanisd by the desire to subieet everything to the conyrol of the
gtzte. In a sense the ‘arcantilist pelicy was meraly the
nationalization of the mmonicipal polizies of the gilds. Inder such
circumstences the markets were rogulated not by the fwee play of swpply
and demand factors btut by the adninistrative authoritdes. Thus

the markets, though national in scops, had no Integrative effzet and

the market economy never emerged under Mercantllism.

In sum, "ihe freaing of trade performed by Mercantilism merely
liberated trade from particularism, and the nationulization of the
markst representad only an expangion im scope.never a change in its
inherent nature, bor bagieally Hareantilism wes kestrictivet finder
Hercantilism, as under Fendzlism, the "esconimle  systen wassubmergec
in genersl soeial relations; markets were mersly an accessory featurs
of &an institubionsl setting controlied amd regulated mers than ever

by soolal autherity".'®)

TCY Heckscher, "Mercankiliism”, Incvelopsedia ef the Socizl Sciences,
19_33, ?01-1, p!JaBBB""}BEQ
(6) R.Polanyi, Ibid., 0.67.




Iv. IFDUSTRIAL REVOLGTION AMD THE RISE QF THE MARKET RGONOMY

The nert brask in the dovelopment of marlkets cama in the 18th
and early 19th century when the irwention of machinery and the
applieation of steam te mamifacturing completely disorgsnized the
wristing eonditions of seconomic activity. Althongh the cuuses
of thls Industrial Revolution" are diffienlt to asecerteinand the
Revolntion itself ean onmly be said to be England's reaotion to
the Commereial Revolution, the result of the Revolntion is elear.

It was the emerpence of the market economy.

The Industrial Revelution meons the uss of expensive znd eleborate
machinery and new forms of erganizing the faetors of production.
Goncentration of production reguired lsrge amount of lebor working
in factorias. In England, the spclosure movement and other
leglslatera sach as the Foor Lsw helped the marmfadturers to find
their laber mupply. A labor markst greduslly appeared. On the
other hani, az a result of adoptiom of machinery in agrieunlture,
agriculture was direetly linked with commnerce and the market. TLand
became no less than a fore of iovestment. At the same time,
mamfacturers borrowed méney on a large sezle to finance production.
A money market with the Bank of England ss its centre was established.
In shori, the Industris) Revelution brought into beimg 2 system of
markets not only for finished products but also for the éectars af

produastion.
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The axpansion of the factory system itself demended an economle
liberaliszm. The eeoncmists and statasmen did not fail to saprly
a theoretieal justification #8r Lalsser fairs policies. The ealsslesl
e@ nomdsts built their theory om the assumphion of free competition.
They demonstrated that under such an sssumption the optimun alloecation
of reconrces may be obtaineod. The work of Adam Smith was so In-
fluenkial that the 19th eentury witness a complete triumph of

economic liberalism both nationelly snd inkermatiomally.

The appearance of metional markets beth for outputs and
inputs and the prevslence of economie liberalism thus set the
stages for the functioning of the market sconomy. Frox thie
time on up to the present day history of the merket institution
iz the history of the rising predominsnee of the market over
society and the subsequent struggle of mén attempting to free
himeelf from the machine which he created himself.




V. OOHOLUDIRG REMARES

The histury of the rise of the morket Institution reveals one
signifiesmt l=s5om, and that is, there 1= no inheremt tendency for
the market to grow and axpand by itself. In the first placea the
expansion of the local into natiopsl markets was not a spontansous
deralopment but the reswlt of conscious effort on the part of the
state. Hor was the system of self-rsgulating merkets a natural
aatoone of histery, for the whole system is based on self-interest
which itself iz not nabural to man. This is imporitant because
it providas the sturting point in the prognosis of the grest problem

now faving us.

We study history in the hope that a glimpse into the twilight
out of which we ezme may anlichten the obscurlty into which we are
going. IF is preeisely this interwoven past and fwture development
of the market that is of primery concern tc ws. In other words,
the provlem of the fubturk has to be defined in terms of iis

historiesl backgroond.

While the merket prior te the 18 centmyy played a suberdinate
role in economic history, tho rise of the merkst economy in the fom

of a system of self-reguloting markets was a most phenimenzl and




xe

unprecedented development. For the first tdme in history, mon's
gocial relstionships sre subject to the market =mpreme.  fwd sueh

a drzstic traneformetion was not without serieus conseguences., To
name only 2 few of the ecanomic and zngial disloecstion of our age:

T the Lragle vieissitudes of the depression, fluctuation of eurrency,
nags nnemployment, shifting os socisl status, spoetzenlsr destruction

of kisteriezl stetes,” povolntions, and counter-revolntions, =te.

Ae history is an endless chsin of actisn ond reaction, the
rezciion thiz time manifest itse=17 in the various ways by which
nations attenpied to regulate tha economic .ﬂ*rstar:n. Some went to
the extreme and sbolish the msrket altepether. Some reintroduced
state intervention with different degress of strirgency. Mt as
the market loses itas self-regulating aflect, man alse loses the things

he velnes. fFresdom, for instence, 1e at =zteke.

The rolation hetween freedon and the merikel has been a strange

onG. It i indoed somewhat paradoxiecsl to find thet the result of
free competition hes beer to destrovy commetion. "he market esconomyr

¢erie Into being with the wnderlying philesophy of lagssez falre
¢alling for mom-interference of the stzte. But the theory of
nop~intervention beeszme nnten-ble a3z the nmzrket seomomy nmatures.
Ihe market destroys freedom directly or indireetly by induecing the

instdtutienalization of restrictive action taken agsinst the market.
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The problem todoy, in essence, 18 not so oueh "freedem versus
orgapization”, as Z.Rnssel puts it, but rather "freedom in an
organizad scelaip!. If the solution to ths problem is
gontroversal, there is at lesst little dicapreement as to the
underlying cause of .th& problem and the stortine peoint of apy
resonstruetion scheme. The root of all "evils" lies In the
primacy of the mzriket over =society, The merket can orgclse
maverial interest only ond that is not enoveh® to constitvte 2
society. And in the reeomstrmetion project, the historiesl
parspective iz invalnshle. The mavket institution is in no sense
a naturzl development. Ib has been ersctad by man's eonseious effort
and eertzinly can be reconstructed in order that it tskes itz proper

Plaece as a servent to and not 2 mastor over soclety.

In eoncluding, 1% shoald be emphasized that the problem is mot
purely economie bmi it hsaa its politicsl, moral and religlons aspects
as well, for soeciety today is 2 comrlerx society and the effects of
econvgile determiniem have rootzd deep. ! Whethar ths éulutiun be
a ¥ rediseovery of society‘“,{ﬁ} & tronaformation from the 'night-
watehnman state to the welfare si&te”,w} or the strive for a
"balanead society® {10} or simply Tor Tsoci:l prmgr&ss",gll} IT
will take the goncerted efTort of all brenches of soeial scisness.
4 synthesds is truly the abiding need, for what we are now facing

iz perhaps the greatest challenpe of sur times. .

{.?} KlPO:ﬂmrig Ib‘id.t, P:Q-EEJ.'i“EEH-

(8) Ibid.,

{5) T.H.Carr. The Yew Soclety, 1951.

(10) J.K.Clark, Alternstive to Serfdom, 1948,
{11) C.HE.Coolay, Goelal Frogress
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