U]

THE INPTAN ECONOMIC JOURNAL
vﬂm NUMBER ONE

A RE-EVALUATION OF THE “SCARCITY ” POSTULATE
IN THE LIGHT OF RECENT THEORETICAL
DEVELOPMENTS IN THE SOCIAL SCIENCES*

introduction

For a great many years the *scarcity ” postulate in economic theory
has continued to evoke a series of acrimonious debates within the
economics profession. On the one hand, followers of the * Instity-
tionalist School ™ have tended to deride it on the grounds of its “ abs-
tractness,” lack of “realism,” and claims to “ universality ** while, on
the other, members of the more populous and “ orthodox ™ school of
economic analysis have viewed it as a powerful tool in the study of
allocational problems.' The former have advocated the scrapping of
the theory in its entirety and have been led by their stand in the

*Ar the outset, the writer would like to take this opportunity to thank
Professor Karl Polanyi, Director of Columbia Universitys * Interdiscipli-
nary Project on Economic Aspects of Institutional Growth ™ for his helpful
comments of an carlier draft of this paper. The writer also wishes to thank
Professor Talcott Parsons, Chairman of the Department of Social Rela
tions at Harvard University, with whom he had an oppertunity to converse
and exchange ideas while attending that institution on a Fund for the
Advancement of Education faculty grant during the academic year, 1955-
56. Needless to say the particular formulations employed are those pecu-
liar to the author who, in sifting and evaluating constructs in the other
social disciplines, chose these which seemed to him most relevant to the
immediate undertaking. Therefore, it is the writer and the writer alone
who accepts full responsibility for the contents of this paper.

' For a sampling of the views of the lcading members of the “ Insti
tutionalist School,” see Thorstein Veblen's, ™ Why is Economics Wot an
Fvolutionary Science 7 "' Quarterly Journal of Economics, 1808 ; “ The
Preconceptions of Economic Science,” ibid., 1899-1900 ; “ Professor Clark’s
Economies,” ibid., 1908 ; “ The Limitations of Marginal Utility,” Journal
ol Political Economy, 1909; John R. Commons, Legal Foundations of
Capitalism (New York : The Maemillan Co., 1927) ; Myself (New York :
The Macmillan Co., 1936) ; and the early Wesley C. Mitchell's Business
Cycles (Berkeley : University of California Press, 1913). On the other
hand, the opinions of the majority “ faction " can be found in aimost any
good introductory t-:j‘-bmk in cconomics and price theory.
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matter to adopt a rather extreme position, of cultural or institutional
relativism in most instances® while the r, explicitly or implicitly,
have felt their hypothesis to be of such merit as to have explanatory
relevance in the processes of resource allocation regardless of the
particular form of social organization under observation. In the laiter
connection, it could equally well be applied to the study of primitive
production, distribution and exchange, or to the analysis of planned
and underdeveloped economies as it could to that of a competitive
market system. In recent years, cultural anthropologists have taken
up the cudgels, dividing themselves on one or the other side of the
ceonommists” fence.*  And even some sociologists, emboldencd by this
seeming display of bad manners among their economic brethren, have
felt free to add their voices to the discussion.®* In the light of the
controversies stirred up and the importance of the problem, this paper

*One of the few cxceptions to this statement is Professor Clarance
Ayres. . While he has thoroughly discounted the role of price theory (See,
Papers and Proceedings of the Amcrican Economic Association, May, 1951,
- 50), at the sametime he has attempted so to combine the ideas of Juhn
Dewey and Veblen as to evolve an instrumental thmr}r of value h:v;ing
universal applicability. See his, The Theory of Economic Progress {Chapel
Hill : The University of North Carolina Press, 1044), pp. 205-30. On
the other hand, Professor Witte, in defending the position of the institu-
tionalists against the aracks of the price theorists, takes the 11ore typical
approach when he states: “. . . the institutionalists do not regard eco-
nomic laws to be timeless and placeless . . . they seek not universal nawral
laws but solutions applicable to a particular time, place, and siteation,”
* Institutional Economics as Seen by an Institutionalist Economist,” The
Southern Economic Journal, Vol. XXI, No. 2 (October, 1954), p. 134.

* See, Melville Herskovits, Economic Anthropology : A Study in Com-
parative Economics (New York @ Alfred A. Knopf, 1952) ; D. M. Goul-
fellow, Principles of Economic Sociology (Philadelphia : P. Blakiston's Son
and Company, Inc., 1939) ; Raymond Firth, Primitive Polynesian I'canomy
{London : George Routledge and Sens, Ltd., 1934) ; Bronislaw Malinowski,
Argonauts of the Westerni Pacific (London : Routledge and Kegan Paul,
Ltd., 1922): Margaret Mead, ed., Co-operation and Competetion Among
Primitives Peoples (New York : McGraw-Hill Book Company, Inc., 1937) ;
and Ruth Benedict, Patterns of CuPure (Boston : Houghton Mifflin Com-
pany, 1934) for a spectrum of ideas ranging, in the case of Herskovit:,
from an extreme defense of * cconomizing ” behaviour and the mavimiza-
tion principle under primitive conditions to an espousal by Benedict of the
uniqueness of all cnnlgguratiuual patterns in the analysis of primitive cultures.

4 The classic formulation in economic sncin!ng}r 15 to be found iIn Part
I of Max Weber's Wirtschaft und Gesellschaft, translated into English by
A. M. Henderson and Talcott Parsons under the title, The Theosry of Sacial
and Economic Organization {New York : Oxford University Press, 1o47).
pp. 158-310. Other and more recent references will be found in succeed-
‘ing sections of the paper.
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altempts to examine critically the significance and scope of the * scar-
city ™ postulate at the same time drawing upon recent theoretical deve-
lopments in the other social sciences. The results are such that, if
valid, should force a serious reconsideration of the problem by all
members of the opposing camps.

Frame of Reference

Advocates of modern price theory define the economic problem as
the study of the principles governing the allocation of scarce means
among compeling ends when the objective of the allocation is to
maximize the attainment of the ends. According to this view, eco-
nomics is concerned with that particular aspect of behaviour which
arises from the scarcity of given means to dchieve given ends, ie., it
is concerned with economical action, The allocation of scarce means
co as to maximize ends may be subsumed under the heading of
“ rationality ™ and clearly presupposes action on both the personality
and social system levels. The implicit assumption of viewing all ob-
jects in the situation, human and non-human, as means and nover as
ends in themselves may be termed * instrumentalism.” Swch action
is oriented to the attainment of an end or goal outside of the imme-
diate situation itself. Further, it is implicitly assumed that the ends
af preferences of individuals are random, ie. the theory says nothing
about the re'ations ameng the goals of the individual actors. While
utility analysis attempts to provide an ordered relationship among
intrapersonal preferences, it does so only by abstracting from the
individual's social relationships and the normative structure of the soci-
ely. or its commonly accepted goals and rules of behaviour. A
common tendency in the past has been to “ biologize ™ the gouls by
introducing such non-ecomomic concepls as psychological hedonism.
By so doing, it could then be inferred that the system was kept going
by the “rational pursuit of self-interest™ on the part of egoistically-
ariented individuals and, in this manner, give the conceptual scheme
an appearance of universal applicability which it might not have had
otherwise.®

The " Scarcity " Postwlate and the Problem of Verification®

It should be noted first of all that the formal meaning of eco-
nomics as the * allocation of scarce means among competing end so
as to maximize net salisfactions ™ derives from the rules of logic and

* Wilberr E. Moore, Economy and Society (Garden City : oubleday
and Company, Inc.. 1955), pp. 7-8.

® See Professor Machlup's excellent article on the subject, * The Problem
of Vertheation in Economics, * The Soathern Economic Iiﬂlmﬂl. Val. KXII,
No. 1 (July, 1955), pp. 1-21 ; also Henri * Poincare,’ * Science and Hypo-
thasis,” The Foundations of Science [MNew York : The Science Mress, 1g2a).
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is, therefore, the “free creation of the human intellect ™ rather than
arising necessarily from the facts of nature. That people act ratio-
nally, attempt to make the most of their opportunities within certain
situations, and arrange their preferences in some consistent and licr-
archial order are fundamental assumptions or high-level generaliza-
tions within the conceptual framework of economic theory. By the
use of such abstract and * high-powered ™ axioms or pringiples logical
relations, in turn, are deduced which, along with some necessary factual
assumptions, then serve as the core from which conclusions can be
inferred. Thus the principles of economic theory are not different
from the principles in any of the physical and biological sciences which
employ such abstract concepts as “mass” “force,” * penes.”
“motion.” etc. Such concepts are by their very nature mental con-
structs and are not, however they may appear, uniquely determined
by the realities of the external world. Furthermore, since ends are
assumed to be infinite and since the means capable of satisfying them
have alternative applications, the latter are always scarce refative to
the ends themselves. Therefore, rational activity consists of maxiniiz-
ing such diverse and graded ends with the least expenditure of the
scarce means and this, in turn, necessitates deliberate choice among
the alternatives open in the situation. Consequently, and within the
frame of reference of ‘the theory, the economic aspect of behavior is
“an aspect universal to all behavior insofar as it is purposive ™

Insofar as formal economics is indeed a system of universal
@ priovi truths stemming from pure reason. it is not open to any direct
verification or refutation on the grounds of experience or sense ob-
servation. Even if it is argued that the assumptions of econcmic
theory are ™assumptions involving in some way simple and indis-
putable facts of experience,” they are still not capable of independent
testability since they derive from inmer. non-objective exporicnce.  If
this were all that economic science purported to be. it would be noth-
ing more than a generalized set of axioms and relations subject only
to the same types of deductive criticisms as to its internal logical con-
sistency as are to be found in the field of pure mathematics. How-
ever. economic theory is not content with such 2 purely formal role
but in its applied sphere wishes o combine its high-powered ahstrac.
toins with those of a lower order of generality and empirical felevance
in order to have the former serve as an instrument of explanation or
prediction of events in the “reals” world. This, in turn, necessitates
the use of operational categories which are cmpirically verinable
through correspondence with sense data so that the main principles

"Frank H. Knight, ~ Anthropology and Feonomics,” Journal of Poli
tical Economy, XLIX (April, 1941).  This article has been reprinted in
Herskovits' book, op. cit., Appendix, p. 512,

*Lioncl Robbins, An Essay on the Nawre and Significance of Lo
nomic Science (2nd ed. ; London : The Macmillan Cuo., Litd., 10469, p. 7H.
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can be identified with such data and then used to predict occurrences
which can be observed. Therefore by means of various cperations
the *free creations of the human intellect” can be attached to sense
data and the operational calegories are then capable of haing com-
pared with such data so that the correspondence or * fit” hetween the
theory and data can be checked. While the axioms are purely con-
ventional and, as such, say nothing about observable fact they would
remain forever sterile if it were impossible to identify the concrete
phenomena to which they are supposed to apply. Science requires,
therefore, that “ concepts be defined by a series of operations which
permit the sensory perception and identification of the phenomena
referred to by these concepts.”™ In this way, a bridge is formed bet-
ween the a priori nature of the theory ‘and its empirical appendiapes,
While the fundamental assumptions are always correct, the lower-level
generalizations predicting the results of assumed changes in terms of
the cvents which are supposed 1o follow are independently veriliable
and their non-refutation apply to the theory as a whole

Economic Theory and Economic Theoristy

It goes without saying that the vast majority of economists, in-
cluding economic theorists, have refused to, bound by the purely formal
cefinition of economics, Instead they have been interested jn the ex-
planation and prediction of. economic phenomena and so have applied
its principles to an economy of a definite type, namely, the competi-
tive market system of the West. The success of economic analysis
as an explanatory device in the study of resource allocation in such
4n economy has led many of them to feel, explicitly or otherwise,
that economic theory can be upplied to most other economies with
similar useful results. In reasoning so, however, they have been as
gullty as the institutionalists and ultra-empiricists whom they criti-
cize in confusing the universality of the logical construct with its
empirical uscfulness. As has already been noted, the latter is not only
a function of the major axioms employed but also of their dervatives,
the latter being identifiable with those empirical conditions of the
economy under analysis. Thus while the institutionalists have been
criticized for their lack of methadological sophistication by the adher-
ents of price theory, the latter have been guilty of * universalizing ™
conditions which may not exist at other times and places, or exist in
different configurational settings." Even such an owstanding cultural

*James 1) Thempson, “On Building an Administrative Scicnee,”
Administrative Science Quarterly, Vol 1, No. 1 (June, 1956), p. 105,
" For some representative statements in this regard, s2c Rohbins,

op.cit, pp. 19-20; Bepjamin Hipgins, What Do Economists Know 2
{Victoria : Melhourne University Press; O, p. 6 Keaneth 5. Bould-
ing, Economic Analysis, (3rd ed. ; New York : Harper and Brothers, 1055),
pp. 7-8 ; and George |. Stigler, The Theory of Price {rev. ed. ; New York :

The Macmillan Company, 1952}, pp. 1-2.




0 THE INDIAN ECONOMIC MWIRMNAL

unthropologist as Herskovits, eg., lends the weight of his authority
to the * scarcity postulate by endorsing its universality and empinical
significance. Thus he states : *In any society ... ‘the adaplation
ol means to ends and the ™ economizing ™ of means in order to nuaxi-
mize ends* are a fundamental problem.™*' 1In the light of such state-
ments, therefore, it becomes necessary to understand just what insti-
tutional conditions are a prerequisite for * economizing ™ to take place
if the discipline of economic analysis is to have explanatory and pre-
dictive value. In other words, the scope of such action must be
delimited in terms of the configurational context which gives it mean-
ing. Once this is done, one can examine briefly various lypes of eco-
nomic system with a view to delineating those areas where economic
wnalysis is practically relevant.

Institutional Conditions'®

For economic theory to serve as a powerful tool of analysis, two
major sets of conditions appear to be essential. In the first place. the
culture must be such as to lay great stress upon ' econonmzing ™
behaviour. Thus economic rationality becomes that value sysicm
appropriate to the economy as a sub-system of the society ; it is insti-
tutionalized in the economy and internalized in personalities in their
cconomic roles.’® In a society which institutionalizes * scarcity,”

UHerskovits, op. cit,, p. 62, For a eritique of Professor Herskavits®
position by one of the few contemporary econmomic theerists who has under-
stood the theory's limitations. see Knpight, op. cit.  Sce also the writer’s,
* Economic Methodology and the Significance of the Knight-Herskovis
Controversy,” The American Journal of Economics and Sociology, Vol XII,
Mo, 2z (January, 1953), pp. 201-10.

UFar the rationale behind some of the statement made 10 this and
su;cc:ding sections, see Taleott Parsons, The Social System (Gloncoe @ The
Free Press, 1951} ; Parsons, “ The Motivation of Economic Adtivities,”
Fasays in Sociological Theory (rev. ed., Glencoe @ The Free Press, 1454),
pp. 50-68 ; Parsons and Neil Smelser, Economy and Society, (Glercoe @ The
Free Press, 1956) ; Moore, op. eit. ;3 Marion J. Levy, |r., The Structure of
Scciety (Princeton @ Princeton University Press, 1952) 3 Herskovas, ™ The
Problem of .ﬁ.ﬂnpting Socictics o Mew Tasks" in Bert F. Hosclite, ed.,
The Progress of Underdeveloped Areas {Chicago : The University of Chicago
Iess, 10952). pp. Bgr1z2; and Karl Polanyi, Conrad M. Arensberg. and
Harry W. Pearson, eds., Trade and Market in the Early Empires (Glencor :
The Free Press, 1957).

1 Ap institation is hereby defined as a svstem of norms or values, pe.,
rules of conduct regulating behavior.  Value refers to any item of a culture
which makes a statement aboutr action and, at the same time, Prassesses
these major features @ (1) selection of alternatives, and (2} categiry of
desirable, A role is an organized pattern of performances and rewards urga-
nized around the actor in the social system under examination. [t involves
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economiic interaction will take place in the comtext of maximizing
net advantages. For this type of orientation to prove cffective, how-
ever, a second set of conditions becomes imperative, namely, that the
economy as that sub-system of the society producing utilities or
generalized facilities for disposal by the latter must be divorced from
the other social structures which are organized primarily by the insti-
tutionalization of patterns other than those of the economy as, ©.g.
with the nuclear family in contemporary society. This is absolutely
essential since the individual is incorporated in roles other than the
occupational one where immediate gratifications and group autach-
ments are very important. Unless such orientations can be effectively
excluded from an occupational system stressing instrumental behavior,
the latter cannot develop to a high degree of specialization. Thus,
e.g.. the constitution of the kinship system on the basis of biological
relatedness at once narrowly limits the relevance of achievement and
efficiency patterns. [t is out of the question for a role system siress-
ing choice and “ scarcity " to be effective when fused with or embedded
in a kinship structure whose goals and values emphasize such imme-
diate gratifications as love and loyalty and’ familial obligations and
segregation of the former from the latter becomes all the more noces-
sary if one remembers that freedom of mobility is: essentisl to its
proper functioning.’* Similarly there must be a separation of the
economy and economic roles from the political structure with its
emphasis upon power and authority and their allocation. Obviously
maximum cconomic efficiency is incompatible with a social structure
peared to influencing and controlling the actions of individuals and

a set of complementary expectations concerning his own actions ond these
of athers with whom he interacts.

Through the family, education, and the other socialization processes
values become integral parts of personality systems while, at the same
time, they serve as the main content defining social rale obligations.  In
other words, they state in general what is expected of persons in different
<ocial situations and what the consequences of conformity or deviance will
be. Given complete institutionalization, the “ binding in™ process is such
that what people desire tends to correspond with what others expect them
to do. =

14 Thus, attentivn to matters of coonomic :mcienry per sc :::wiousi:;
was impossible in thesc agricultural societies of antiquiny where muosr, il
not all, economic activity centered around the houschold and where [amilial
values predominated over considerations of production maximization. Under
such conditions, econemic inefRciency could not and was not employed as
4 rationale for wrning children off the land by their elders at the same
time hiring more productive workers in their stead. Similarly, the family-
run business of medieval times was not the most efficient type of ceonomic
organization. Nevertheless the son aor son-inlaw who eventually inherited
and directed it was not dismissed on the grounds of potential or actual
business ineptitude.
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where evaluation of such individuals takes the form of assessing their
contributions to political gouls rather than to purely technical achieve-
ments.”* Only when both sets of conditions are met can the high-
level peneralizations of economic theory be combined with those of
a lower and more factual nature to produce an empirically useful
discipline. Should either or both of these conditions be ahsent, eco-
| momic theory can serve only a * criterion ™ function by measuring any
" going society's disposal of resources against its .own logical and abs-
tiact standards of what would constitute a “ rational " allocation,

Economic Theory and the * Competitive” Economy

It can readily be seen that the basic factual conditions necessary
for economic theory to perform an empirically useful function would
tend to be approximated in an economy where the dominant form of
integration was that of exchange with its concomitant market struc-
ture, and where the institutional framework included at the very least
the enforcement and regulation of competition, the minimization of
the use of force and fraud., and the enforcement of norms poverning
the division of labour, the allocation of property rights and the distri-
bution of goods and services. And the culturally approved and market-
sanctioned. acquisitiveness of such an order would provide an economy
in which the production and distribution of goods and services was
controlled, regulated and directed by contracts and markets. Thus the
institutional conditions would so function as to integrate the ™ isolated
economic act or the particular economic organization into the fabric
of the normative order of society ™ and would so define the economic
situation that egoistic action would also fulfil *the expecta-
tions of society.”'" Given these institutional prerequisites, the market

' Thus a young defector to the West from the Soviet ""mion who
served for a time as Chairman of a local collective farm relates the follow-
ing anecdote : “In the spring the source proposed to sow bects op a
certain date, in accordance with orders which he had received from the
district party committee. Some of the older peasants warned him, say-
ing : ‘Son, they will die. The land is cold’ The agronomist at the
ferm confirmed this. So the source ordered ten heciares sown in beets at
the date specihed, but waited eight sdays before sowing the rest. The
older peasants proved right. The carly plantings died. The districe com-
mittee had ordered the earlier planting date because it wanted o announce
that sowing had been finished carlier than the year before.™  * The Soviet
Union as Reported by Former Soviet Citizens,” U.S. Department of State,
External Research Staff, Office of Intelligence Research, Interview Report
No. 19 (September, 1957). p. 5

'* Moore, op. cit, p. 18, It should be noted that institutionalization
of such behavior is markedly different from attributing it to any innate
propensitics of the human organism. The former approach stresses the
cultural relativity of such behaviour ; the lawer implies its universality as
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system would not be just a means of exchanging goods ; it would func-
tion as the inlegrating mechanism for producing and allocating wtili-
ties throughout the whole society of which it formed a part.'” Under
such a system, input factors such as physical facilities, cultural fuclors
like technical knowledge and “ know-how ™ and human motivational
clements are committed to economic production independently of short-
run economic sanctions. The problem is not whether such social and
cultural resources are to be put to work within the economy instead
of being employed in other social and cultural pursuits but rather
what sort of work they will perform and what their relative remuneri-
tions will be. In other words, the problem becomes one of inlra-
economic performances and rewards predicted upon a value sysiem
stressing efficiency, economic merit and “ economizing ™ oction. The
* competitive " economy is differentiated out from the rest of society
and is maintained by instituted values that stress rational action and

a biological or psychological constant common to all mankind. Further,
institutionalization of acquisitive behavior within a ceriain type ol cconomy
in no way implics that such action will be extended 1o ather secial rela-
tionships. Indeed it militates against any such conclusions therehy elevat-
ing the concept * homo economicus ' o 2 new level of sophistication.

1" Though this is not the place for an extended comment, the 18th
and 1gth centuries bore witness to the emergence of such institutional con-
dgitions and, with them, w the development of an unique historical pheno-
menon, an exchange system apart from rather than embedded in @ net
work of other social relationships. This system with its institueted values
of *economizing " and maximizing net advantages  tollowed essentially
independent laws of its own which revolved arcund the operatims ol a
suppl}r-:lr.m:md-pricc mechanism. For it to function satisfactorily, how-
ever, the economy itself had 1o be so differentiated out from the other social
structures that the factors of products would be relatively * free ™ wo per-
form instrumental roles and this could only be accomplished by bringing
them within the orbit of purchase and sale.  Thus land, and all thar was
grown on it, which had served historically as man’s npative habitat as well
as his means of subsistence, was made subject to the laws of supply and
demand and 5i1r‘|'_‘n e Pricr::.“ Man himself was * 1:IJruul:-:] " from his
social mmrings :1]0[1_5( with such alternative reservation demands as might
hyve impeded his entry into the labor force and interfered with his moli-
ity (e.g., the Poor Laws, the Speenhamland System and the Enclosure Acts
in England) and became a " commodity " with his individual and familial
existence dependent upon the price he was able to obtain for his services.
This relatively recent and dramatic rurn of history has led one wiiter to
state, therefun:, that * land, labor and c.':piL;ﬂ. as ‘ugtms' of prﬁdllcti&m as
impersanal, dehumanized economic entities, are as much modern inventions
as the caleulus.” Robert L. Heilbroner, The Wordly Philosophers (Mew
York : Simon and Schuster, 1953} p. zo0. For an excellent amalysis of
the forces pgiving rise to these comnditions, see Karl Polanyi, The Great
Transformation (New York : Rinchart and Company, Inc., 1944
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the necessity for the best choice among the alternatives open in the
situation. Further, all goods and services, including the se of mput
factors, are available for purchase and sale in the respective factor and
commodity markets and can be * priced ™ in those markets through
the medium of money. Thus, both the * conditions of choice and its
results are quantifiable in the form of prices.”™* Given the MECEssary
nstitutional parameters and basing its analysis upon the internal Opera- -
bons of a system of markets and prices divorced from the cther sub-
systems of the society. economic theory is able to ofler an explanatory
and predictive scheme of great value for an economy determined by
choices induced by an institutionalized scarcity of resources.'

o Polnn:.-i, “ The l-'.mnnm}' as Instituecd Process,” in Poluny, Arens
berg, and Pearson, op. cit,, p. 247, It is a relatively simple matter 10 trans
late the economic problem nto cost and welfare terms.  The Tundancntsl
problem of all societies is the allotment of * scarce ™ human and material
resouwrces to the satsfaction of diverss needs in oan Altempr 10 maxioise
welfare. The means of production-—land, labor, capital and vrganizaticn
—are scarce relative 1o the almost unlimied puossibilities of consumption that
they can be used 10 satsfy.  Human labor is scrace relative w the multilarious
parposes on which it i expended and the capital which is accumulared is
likewise scarce in relation to the diverse wants of milividuals, Sirnilarly,
the surface of the g|nl‘ut‘ 15 limted and sinee certain poertions of @ are more
suitable i varving degrees lor the activity of human beings -differcices
in fertility or convenicnce of situations—cereain portions of the land acquire
searcity value.  Also orpanizational * knew-how " is in <hort supply in
the sense that lacter inputs musi be so combined 23w minimize cosis and
maximize the output of wtilivics demanded by the population. As a result,
labor, capital, land and erganization constivue the real costs in winich wiels
are embodicd and are known respectively as wages, interest, rent il pro
nt. Im a * rational ™ economy, such costs are the ultimate measure of -
nemic scarcity.  They afford an dndex of the relative worthwhileness of
producing different kinds of goods and combinaiions of goods and of il
crent ways of producing the sume good or combination of goods,  Since
moncy is employed as a measuring rod of real efforts and social wrilities
in such an economy, it follows that all inputs and eutputs are Guannfialile
in price terms. As a result, rations voonomy consists of so allocams searce
productive means ay to maximize satisfactions at the least cost. From this
it follows that at least two major conditions must be met before an optimum
position can be attned @ (a) marginal cost and marginal urilivy must e
equal, and (b) at any given level of output the factors of ]‘.IIL||.u;':iLu] st
be so combined that average costs are at 2 muinimuimn.

'* It should be noted, however, that even in such an coonomy the fur-
ther away cconomic theory gets from an analvsis of intg SCONOMIC PrOces
ses and the closer it approaches the boundaries between the cconom
and the other cognate subsvstems of the society, the weaker hecomes s
explanatory relevance.  This is due either o {2} the assumption, tacit or
otherwise, that all decisions on the nom-cconomic sides of the respective
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The * Universality "' and Scope of Economic Theory

From all that has been said so far, it must be readily apparent that
only under certain limiting conditions can economic analysis kupe Lo
prove effective as a method of inguiry. While ils gencral “hypotheses
are such as to stress economical action and its effects and while such
behaviour is universal in a formal sense, the extent to which it is appli-
cable to the study of any economy depends upon whether or not the
latter is. in fact, the result of such institutionalized actions. As hus
previously been emphasized, however, this concurrence only lakes place
when (a) the institutionalized values of the society and Lhe economy
emphasize “ economizing ™ behavior and, therefore, the necessity for
choice, and (b) where the economy is segregated out from the other
sub-systems so that the inslituted values are distinct from the diflerent
value orientations in the other social structures. 1In the latter connec-
tion, only the modern Western industrial type of occupalional role
structure stands near the pole of maximum segregation while the situa-
tions characteristic of so many other societics is one where the over-
whelming proportion of economic functions is petformed in conjunc-
tion with non-instrumental roles. Therefore, outside of the mstitutional
complex represented by the former, economic theory loses much of its
relevance as a method of inquiry into the operations of an empirical
ECONOmyY.

As a result, there is little need to go along with the comment of
one noted economist who states that “indeed it is a paradox that
wealthy nations seem more concerned than poor with the efficiency of
their economic organizations,™ to understand why the * typical ™
primitive society, e.g.. delimits so narrowly the scope of maxinizing
behaviour among its inhabitants. Such real econemic rationalily as i

lsbor, capital and entrepreneurial markets are made primarily on ccono-
mic grounds, or (b) the introduction of empirical modifications at those
boundaries which, in turn, lead w statistical or ceonometric verifications of
empirical laws which cannot, in most instances, be deduced from the
peneral hypotheses of the theory and which vary over time in the numer-
ical relationships measured. A rather typical example of such empirical
*laws " would be the consumption functidn. What we have hers is simply
2 comparisen between two historical situatifing which, by their very nature,
are changing through time, Even if it were assumed that all cocthcients
were known in 1 Walrasian system of general equilibrium, untemable or
arbitrary assumptions would still have to be made concerning the social
parameters in which the cconomy operated. Obviously what is needed 15
a more general theory in which cconomic analysis does not lose its theore-
tical specificity but functions as a special case of a more inclusive theory
of social action. In the latter connection, see Parsons and Smelser, op. cit,
pp 1-100.
* Srigler, op. it p. I.
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to be found there is simply oriented towards somewhat different goals
und is limited by widely varying institutional contexts. Most ethnogra-
phic studies of primitive societies show clearly the fusion of a variely
of non-economic institutions with that of the * economy.™®"  Similurly,
individuals in such societies are motivated, in the main, by social,
religious and political obligations and, as a result, “exchange " is
carried on by and large through reciprocity and redistributive arrange-
ments** rather than through a system of markets. Where economic
activities are fused with motives of maintaining social ties, the latter
becomes more important than the former in acquiring goods and using
tesources for sociul ends. Under such circumstances, the scarcity "
postulate has little explanatory or predictive value apart from the
vaguest of generalizations that somehow resources have been allocated
in such a manner as to maximize satisfactions, All this amoums 1o
saying is that “ whatever is, is right ! While the maximization prin-
ciple segregates out economic motives from those which cannct be
empirically separated from them in such socicties, the allocational
principle in its turn abstracts from institutional conditions which can-
nol be abstracted from in most instances in any other than a heroic
and non-explanatory sensc *

Further, many primitive and other societics are characterized by
a set of values where ends are traditionally limited and where the tech.
nical possibilities of production are such that whatever their logical
permutations and combinations the individual is not free to choose
among them. Under such conditions, * scarcity " as a logical order-
ing device loses its predictive value since the norms of the saciety fix
the ends or goals and dictate the * choice ™ of means in such a clearly

M See Malinokshi, Mead, and Benediet, op. cit, also, George P,
Murdock, Social Structure (New York : The Macmillan Lo, 1yay).

** Reciprocity mvelves a symmetrical structure pavern in which there
is reciprocal gift and counter-gify exchange among kinship, geographical and
other groups. A redistributive cconomy, on the other hand, is one CITEEETS
ing a centralized structure pattern in which goods produced are collecred——
ve rights of disposal over them abtained— turned over o wome cenral
authority for storage, and eventually redustributed either on the basis of
religious and  conventional values of arbitarary judgments. ©On e basis
ot these integrative patterns and that of exchange and the markst structure,
Polanyi has been able 1o work out a tentarive classificatory scheme for all
empirical economies. Sce his, * The Economy as Institute:d  Process,”
op. cit., pp. 25056

“One of the more sophisticated endeavors in the field of cultural
anthropology is that associated with the name of Ravenond Firth, While
Firth accepts as valid the * scarcity ™ postulate, his application of it is most
judicious and there s a clepr awareness of its institutional limrs in the
study of primitive economics.  See. for example, his Primitive Polynesian
licnﬁonly, (London @ George Routledge and Sons, Led,, 1934%), ch. 10,
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non-instrumental fashion that the * choices™ of economic theory
become impossible. And all of this is quite apart from tlie more
obvious critique that in such societies money as a generalized means
of exchange, prices and markets in the modern sense are conspicuous
only by their absence.

Similarly a careful reading of economic history will reveal that
until fairly recently the basic sets of conditions necessary for economic
theory to serve more than a * eriterion ™ function were a lacking. Dur-
ing the period of antiquity. reciproca] and redistributive relationships
predominated with soil-tilling peasants producing surpluses which were
used to feed and provide for the needs of groups in the polis, The
common element in the production process was the kinship unit jn the
form of peasant households with membership not contingent upon work
efficiency but rather upon kinship itself. Inasmuch as the rative aris-
tocracies were concerned. class and kinship status was far more im-
portant than occupational status. Similarly of the medieval period
and serfdom. The common characteristic of both periods is the relative
lack of economic differentiation from kinship and political structures
with a concomitant value system stressing collective loyalties and attach-
ments.™ :

It should further be noted that at the present time the vast majo-
rity of the populations of the so-called * underdeveloped ™ countries is
engaged in agricultural pursuits which take place in soeial structures
and with a set of institutionalized values remarkably similar to those
of earlier periods in history. While these countries are rapidly indu-
strializing, the nature of their social systems is still such as to cauvse
economists a great deal of embarrassment when explaining, eg., such
“irrational ” phenomena as * perverse sloping labor supply cuives ”
in those economies. At such fimes ad hoc explanations are increas-
ingly resorted to in place of the interrelated inferences forming the

94 Max Weher, General Economie History, trans. Frank H. Knighe
(Glencoe : The Free Press, 1g40), Parts 1 and 1. This is rot at ali to
deny the indisputable existence of trade, money and markets in - ancient
amd medieval socicties and more than in primitive and "undcn]u-ci:.p:r] o
culturts.  [See, M. Roswovizefl, A History of the Ancient World, trans.
I . Duff, (Oxford : Clarendon Press, 1926), 1], Rather what is suggese
ed is that the mere existence of such phenomena should not aumematically
lead to the conclusion thar the institutional prerequisites necessary for a
market sysicm (o operate also were present ar the same tme. This is an
unwarranted inference in the light of presentday institutional knowledse
Sre, Pﬁlﬂﬂ}'i. Arensberg, and Pearson, op. cit. 3 also, the writer and Phecbus
I. Dhrymes, * The Economic and Sociological Significance of I_‘-lrbt-ﬁ-n:uhgc
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btody of economic theory.®® Concentrating out of training, and inclina-
tion on the more familiar appendages of economic analysis such as
capital accumulation. resource availability, size and compositicn of
the labor force, amount of technical and managerial ** know-how ™,
etc., the “orthodox ™ economist at the same time either hopes that
the social parameters of such countries will not be such as Lo inter-
fere unduly with his analysis or, where aware of the problem, makes
mention of the different cultures, tradition and attitudes without
integrating these institutional and motivational elements inte his ex-
‘planatory system.*® MNeedless to say, to the extent that the institu-
tional frameworks are indeed diffe-ent, to that extent his observations
and predictions loge the copency characteristic of his analysis of more
fumiliar systems. In this connection, even the use of economic analysis
by some economists in the examination of a relatively industrialized
economy such as that of the Soviet Union fails at times 10 take fully
into consideration the implications and consequences for the theory
of an occupational systcem which, while segregated out from kinghip
structures in industry, nevertheless persists in its attempts to * poli-
ticize " the economy by placing primary emphasis upon loyalty to the
goals and standards of the Communist Party rather than upon “eco-
nomical ”* behaviour and choice per se. The result is reflected in the
tendency of these theorists to compare the actual distribution of re-
sources in the Soviel Union with what it should be under a * rational ™
allocation and, thereby, to impute * irrationality ” to that country's
allocational system using as a guide the abstract logic of socialist
cconomic theory.?”

and Detribalization in Ancient Greece,” Economic Development and Cul
tural Change, Vol. VI, No. 2 (January, 1958), pp. 88108,

25Ty the extent that recourse is taken when explaining such behavior
‘1o the maximization of “leisure ™ as opposed to work dichotomy, the
formal generality of the theory remains unimpaired. This is hardly con-
ducive, however, to serious predictions on the emphirical level in trms of
the derivative relationships previously cstablished by the analvsis. What
should and possibly can be measured at such times s the degree of
" distortion ™ arising the existence of institutineal conditions Jdiferent from
the social parameters implicitly assumed by the theory thereby delineating
problematical arcas subject to social investigation and control.

2 On the other hand, a returmee to the older ** political eeonomy ™ o
Adam Smith is evident in W, Arthur Lewis’, The 'I’htﬁr}r of Founomic
Growth (Illinois : Richard ). Irwin, Inc., in55). Sec also Cverett E.
Hagen, * The Process of Feonomic Development,” Economic Develop
ment and cultural change, Vol. V. No. 3 (April, 1957), pp. 193 215.

" See, H. E. Ronimois, Soviet Planning and Economic Theory
{mimecographed by the University of British Columbia, 1952), pp. 293
3115 alio R. L. Hall, The Fconomic System in a Socialist State (1.endon
Macmillan and Co., Lid,, 1937), Appendix, pp. 23355, As is well known
the theory of socialist economics around which a voluminous literature has
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Summary and Conclusions

= This paper has attempted to indicate in the first instance that the

scarcity © postulate in economic theory -possesses universal validity
when properly understood within its own frame of reference. In this
connection, it was further pointed out that as a “ free creation of the
human intellect ” it is not subject to direct empirical verification bat
can only be “disconfirmed ™ on the basis of its lower order peueral-
izations which possess at the same time empirical and operational
significance. The failure of most members of the ™ Institutionalist
School ™ to realize this clearly has vitiated td-.a considerable extent
many of the more pertinent and interesting obscrvations they have
been able to make. It was then shown that on the explunatory level
two basic sets of conditions are necessary for economig theory to have
real value as an analytical tool. Firstly, the value system of the so-
ciety and economy must stress instrumenta| and rational behavior and,
secondly, the econemy and occupational system in general must be so
segregated out from rest of the society with its other role requirements
ag to give meaning to the first set of conditions. Tt was then found
that these institutional prerequisites are more or less approximaled in
the modern indust-ial economy of the West. On' the other hand, it
was shown that such conditions are, in the main, abseht in primitive
societies, those of antiguity and the Middle Ages and. to a large cx-
tent, in the “ underdeveloped ™ countries at their present steges of
economic development, In the latter connection, it was felt that even
in such a relatively industrialized country as that of the Seviet Linion.
the “ politicizing " of the economy with primary emphasis upon the
ascriptive rights and goals of the Communist Part would resull in a
resource allocation which could only appear as * irrational ™ 1w an
economist clothed solely in the armor of traditional theory. On the
empirical level, it was sugecsted that many advocates of price theory
were as confused as those they criticized in promoting the illusion
that the analysis had operational significance for the understandirs
of all economic systems. In such cases it was felt that the * confusion ™
centered arount the failure to realize clearly that while the pnrbup!m
of formal economics are wmiversal they are not, at the same time, um
versally wseful. The conclusion drawn was that economic theary as
a predichiivE scheme was only of limited help in analyzing the opera-
tions of many economies different from our own and, in many inst-
ances, could serve only a *criterion ™ function by comnaring their
actual resource allocation with what they should or would have bheen
had these economies acted in accordance with the logical postulates
of the theory.

Austin Murray E. POLAKOFF
grown is nothing more nor less than the attempt Lo employ the principles

ol price theory and welfare analysis as criteria for judging rational resource
allocation under such a system.
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THE ECONOMIC AND SQCLOLOCICAL SIGNIFICANCE OF DERT GONDAGE
AND DETRIBATIZATION IN ANCIENT GHERCES

Clal

Economic systemes can be classified according to their intepcalive patterna
that ig, according to the manner in which societies integrate the preduction and
distribution of goods and services of the individual memhers of thase societies,
Une such pattern may be termed reciprocity, Since 3 definite type of stryuc-
ture 18 necessary for an integrative patlern to assert itaell, reciprocity invelves
a symrmetrical structure pattern in which there is Teciprocal gift and countaz-
Eift exchange among kinship, geopraphical, and other proups. 2

& second type of integration ie one which involves a ceatralized structure
pattern ir which the poods produced are collected--or rights over their dispasal
obtained-~lurned ovar to some central authority for storage, and eventuzlly ra-
distributed on the basis either of religicus and conventional values or arbitzary
judgment. The scope of such action may range from the nation, tribe, or clan
down to the family unit. Such an economy may be clzasified as a redistributive
= COLOITLY, * A third form of integraton is that of exchange and this necessarily
involves some kind of market atructure, A market syatemn is an ¢cunomy in
which the productivrn and distribution of goods and services ie contolled, Togu-
lated, and directed solely by markets.

¥ At the outset, the senior author would like te acknowledge the intellectual
delil owed by him to his friend Karl Polanyi, tormerly Professor of Gen-
cral Economic 1Estory al Columbia Univarsity and currently co-ditector
of that university's "Interdisciplinary Project on Economic Aapects af
Institutional Growth''. Some of the theorctical constructs expressed in
this paper bear the imprint of his stimulating and provocative nations.
Mecdless to add, howewver, neither the particulzr formulations emploved
nar the conclueions and results arrived at can be att=ibuted 1o anyonc but
the writers, who accept full responsaibility for its contenta.

1. It should be noted that for purposes of analysis such integrative patterns
are to be thought of as “pure” or ™deal" types. In any study of an empiri-
cil economy, there Always will be found elements of other pailterns than the

preodominanl one. -

2. Feciprocity implies seme degree of leniency since goods ravely cxchange
because they are "equal” in value. An excellent illustration of gift and
counter-gift exchanpe is to be found in B, Malinowski, Argonaute of the
Western Pacific, Lendon, 1922, eap. Ch. 3, "The Essenlials of the Kuala™,

i As can be seen, there is a disjunction between the production and distri-
bution of goods under such an economic ayatem,

-8Ha
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Jociologically these integrative patterns ave institlutionally distinet and
bear gquite difforent relationships to their political ancd social integuments, Re-
ciprocity and redistributive economies arc distinguished by the fact thal Cheir
economic aystems are embedded in social structures which are organized pri-
marily by the instilulionalization of patierns other than those of maximizing net
advantages. The individual is incorporated in rele systems other than the scou-
pativnal one where immediate pratifications and collective attackrnents and loy-
altles are very important. E, g+, the constitution of the kinship ayatern an the
basia of biological relatedness at once narrowly limita the velevance of achisve~
ment and efficiency patterns. Under such systems, Lhe coonorny and economic
roles are not segragated out from the other sub-syetems of the acciety and re=
main a function of the latter in which they are contained.? The system pro-
duces goods and services and distributes them in consonance with the motiva—
tions and collective goals and values which the whole societal structure fosters
in the individuals composing that society. The economic needs of the members
are taken carc of by their families, clane, and political units. There is no such
thing as the individual gua indiwvidual except in the raTest of cases: he is at one
and the same time a member of a hroader social unit and his wants are not only
determined socially but provided for by the sacial group of which he is 2 part.
Most primitive, ancient, and medieval secieties have had reciprocity or redia-
tributive economies, or seme combination of the twum:-,5 characterized hy some
Iorm of group or tribal zesponsibility. &

A market system, on the other hand, requires a different set of institu-
tional arrangements hefore it can function gatlefaclorily. In the first place, the
dominant value systern of such 2 society must lay great stress upon "economiz-
ing" behavior. 7 In this way economic rationality becomes that value systern ap-
prapriate te the economy as a aub-system of the gociety: it is institutionalized
in the economy and internalized in personalities in their sconomic roles. % Ina

4.|,' K. Peolanyi, The Great Transformation, New York, 1944, p, 49.

e

5. In those primitive and ancient sacieties where the two are found tepether,
redistribution has usuzlly beer the internal, and reciprocity the external,
Inmtegrative pattern, although the interpenetration of bath is a much broader

pherom enan.

G- This is not to imply Lhat these societies kave been homogeneous vnea. In
fact, most of thorn have been stratified communities characterized by un-
equal distribution of income and wealth, Sec R. Thurnwald, Economics
in Primitive Communities, London, 1932, p. 108. =

7. Value refere to any item of a culture which makes a statement about ac-
tion and, at the same time, posscsses these major features: (1) selection
of alternatives, and {2) category of desirahle. An insttubion is defined as a
gyetem of norms o1 values, that iz, rules of conduct regulating behavior,

8. A role iz an organized pattern of performances and rewards organized a-
raund the actar in the social systemn under examination. Tt imvolves z set
of camplimentary expeclalions concerning his own actions and those of
others with whem he interacts.
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society whicl institutionalizes " scarcity’” economic interaction will te2ke place
in the context of maximizing nel advantages, Foxr this type of orieatation to
prove effective, however, a second set of conditions becomes imperative,
namely, that the cooncmy as thal sub-system of the society producing utilities
or gpenetalized facilities for- diaposal by the latter must be segregated out from
the other social structures which are organized primarily around different insti-
tutional patterns stressing particularistic and diffuse values, Unleszs such ori-
entations can he effectively excluded from an occupational role aystem cmpha-
sizing instrumental and universalistic behavior, the lotter cannet develop to a
high degrec of specialization. It is out of the guestion for a role aystermn stres-
sing chnice and "acarcity" to be eftective when fused with or embedded in a
kinship struciure whose poals and valaes slress such inunediate gratifications
as love and loyalty and familial obligations, and segregation of the former from
the latter becomes all the more necessary if one remembers that freedom of
mobility 15 essentiz]l to its proper funcotioning, Similarly there mousat be a sepa-
ration of the economy from the political structure with the latter's emphasis
upon power and authority and their allocation, Obvicusly maximnnm econoric
"efficiency" i incompatihle with a gocial atructure geared to influencing and
contralling the actione of individuals and where evaluation of such Indlividuals
takes the furm of assessing their cantributiona to political goala rather than to
technical ackisvements per se. ? In summation, for Veconemizing' to take place
over a broad range of economic activity it becomes incumbent that: {al the ma-
jor value syatem of the society as tranemuated through the economy be one
atrecasing ratienal, inetrumental eTientation of aclors within the system; and

(b} that the economy as one of the major sub-systems of the social order he
differentiated out from the other cognate sub-systems so that the values and
institutions under (a) will be given a clear priorvity and divorced from the value-
crientation patterns and institutions] conditioms to be ound in the other social
structares.

Thougl this is not the place for an extended comment, the 18th and 13th
centuries bore witness to the smerpgence of such institutional canditions and,
with thern, to the development of an uniqua historical phenomencn, zn exchange
gystermn apart from rather embedded in & network of other social relationships.
This systemn with its instituted values of "economizdng” and maximizing net ad-
vantapes followed essentially independent lawe of its own which revolved around
the operztions of a supply-demand-price mechanism. For il o function satis-
factorily, the economy ltself had to be differentiated out from the other zocial
structures go that the factors of production would be relatively "'free" to perform
ingtrurnental reles, anc this could only be accomplished by bringing them within
the orhit of purchase and azle. Thus land, and a1l that was grown on it, which
had served historically as man's native habitat as well as his means of subsis=
tence, was made subject to the laws of supply and dermmand and given a "price',
Man himself was "uprooted! from his social moorings along with such alterna-
tive reservation demands as might have impeded his entry into the labor [orce
and interfered with his rmobdlily and became a fctitdous " commeodity” with hie
individual and familial existence depandent upon the price he ware able te obtain

Q. Talentt Parsons and Neil Smelaer, Economy and Society, Glencoe, 1956,
Ch, 2.
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[or his services. 1o He was left entirely to the mercies of an fmpersonal mar-
ket mochaniam whose inatitutional aystem provided ne reom for state interven-
tion and social contral, 1

The Z(th century has witnessed the resulls of so "artificial” a system.
Alrmaoet immediately, the reaction of the laborer waa to be found in his self-
!dentification with ather worke=z in such volunta ry coconomic and spocial Qrganiua-
tions as trade unions with an ethos substantially different from the values to be
found in the market, Almost immediately, the reaction of the emplaoyer was Lo
substitute monepoly for competition in the hope of protecting himeclf from the
impersonal forces of the market system and controlling in aome measure the
pricea of his product. With the further development of the market economy,
both employers and smployecs turned to the one soclal apency powssiul eneugh
to aid them in their atrupgple for the sccurity denied them by the impersonal
forces of the market, the modern state. The former appealed to the state to
aeal him olf from the competition of his international counterparis--he appealad
Iar tariffs and other typee of restrictive legislalion. The latter appealed to the
state for beneficizl lahar legislation to protect him from the vaparies of the mar-
ket. Ewven the last of the rupgped "individualists' , the farmer, has been forced
to tura to the state for protection in the form of parity arrangements and agricul -
tural price supporta, The Z0th century has bernc witheas to thiz almoal universal
desire to "escape from freedom' 12 and the farmal values of a competitive avs-
tem, ta reintegrate anew ocnegeld and the ecanomy inta the social whale.

A case study of Ancient Greece is interesting and instructive from the
puint of view of the conceptual framework described abowve, Far most of the
period under observation we withess the pgradual dissolution of the trikal aystem
with ite cellective responsibilitics and the growth of new socizl and sconomic
patterns centering around “individualiem'' and "exchange, While there is no
emergence of a market system in the ideal sensc postulated in this paper, some
of the conditions recessary [or ils development do emerge with many of the socio-
logical implicationa described above, The integrative patterns of the tribality

10. This relatively recent and dramalic turn of history hae led one writer to
state, therefore, that "land, labor, and capital as 'agents' of production,
as imperacnal, dehumanized economic entities, are as much maodern in-
wventions 4s the caleulus," Eobert L. Heilbroner, The Worldly Philos-
cphera, Mew York, 1363, p. 20.

1l. For an excellent analyeis of the forcea giving rise to these conditiones,
see Polanyi, op, cit., Chs, 1516,

12.  The title of a rnost interesting book by the noted eultural psrchoanalyst,
Erich Fromm. In fact, it is in many ways the peychological connter-
part of the inatitutional criligus advanced in this paper. For exarmple,
ir discassing medern man, Fromen says: "It is the thesia of this ook
that modern man, freed from the bonds of pre-individualistic society,
which simultaneoualy gave hitn security and limited him, has ool gained
freedam in the positive sense of the realization of his individual self, ..
Freedom, though it has brought him independence and rationality, has
made him isolatad and, therehy, anxiouas and powerless, E;.-q,;.-J.Ep_ from
Freedom, Wew York, 1941, iii,
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aaving more or leas collapsed afler Homeric times, Attic men acquires a rather
distinct individnality at the zame tirme bacoming more and more responsible for
his own economic fortuncs. !¥ While the Eribal cmphasis upon statua and the
social wvalues concommitant with it would not have afforded a favorable arena
for the excreisc of such initiative, the "individualisam' of later times does, The
ﬂrl.-i':"'lﬁ r1_|.' A1='if" ﬁ:rn:-'ﬂ]hﬂ]d-:r_‘.r F'I:TEIII!-: II'I'iTTI,ﬁ r_"l.: ]I_1'|I:_"|'|'_'i-| F.\-JI.I-.IH-.Y E{]unc‘ d,n:‘. Expﬂged o thE
"peaceiul” econoriic accuiaition of tha period and out of tha process social
lensions arise amnd "class conflicts" are generated. The social stasis of the
time iz resoclved only when he becomes reinvestad in the E:nii.-;, or wity-state,
which brings with it a new form of collective raaponsibility and substinites its
own redistributive patterns for those previously provailing in the Homeric era,
At least this is the authers’ interpretation of the factual data of the period cov-
ered by this paper and now presented for consideration by the reader.

Ancient Oreece

During the second millenium 5.C., the social and political arganization
of the rative (Pelasgic) populations accupying the lowear asproaches of the Greek
peninsula and its adjacent islands was disturbeod by theo southward migration of
the Achaean trilea, The latier cultivated their lands in a more or lese Epuradic
fashion constantly exposedas they were to the danger of heing driven out and de-
prived of their possessions by invaders who could overpower them, L4 Under
guch chaotic conditions pluader, piracy, and violence were the common mothods
of wezlth accumulation and maintenance. The chief was the main repostnry of
guech wealth, at the sarne tirme providing for the subeistence needs of his poorer
followera. The uase of force to obtain wealth and suatenance under sucl: condi-
tions entailed no sucial condemnation; rather the social ethic of the pericd con-
gidered accumulation through such methods honorific. 15

The essential features of these carly life patterns appear to be insecurity,
lack of peacefuel intercourse, and a constantly shifting population. Apparently
no conception of commoen identity had as vet croased the threshold of conscious -
ness of the Achaean tribes. They appear Lo have been obldvious to their skared
culiural and lingnistic affinitiea, By the middle of the rmillenium, the Achaeans
appear to have coneolidated their hold on the peninsula and continued to domi-
nate it until shortly after the Trojan War, when their supremacy was weakened
by the aouthward migration of the Dorians, who first conguered then settled the
Peloponnesas, 14

It iz the political, social, and cconemic organization of these Achaean
trilves in the period apanned by the Trojean War and immediately therealter that
ig depicted in the Homeric Epics. In fact, they furnieh ue with the most

12. Thucydides, Ths IM'eloponnesian War, LBook I, Ch. 2. Unless stated
cﬂae:rwise, all primary material mentioned suhsequently has bheen Llrans=
lated from the Greck inte knglisk by the anthors,

14, Ibid,
1565 Ihid, , I, 5.

1. Ikid., L, 12,
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subslanlial account of these peoples of antiquity. It is important, therefore, for
the purpeses of thie paper, to cxamine in some detail the crganization of Homer -
ic society.

Mast Achacan tribes appear to exhibil a large measure of uniformity with
respect to their political institutions, At the head of the tTibe was the king
[BercMets |} whose authority in matters of war secema to have heen 4 heolute,
whereans In other respects his exercise of power was to some extent modified by
the interpoaition of other elements of social divection znd responsibility. Direct-
1y helow the l':ing in the political hierarchy was the council, The latler was com-
pased of the vasious noble heads of influential familics and large landownera,
Ape und experience as desirable social traits reguisite 1o high political status
rnay be seen from the appellation applied to these individuals, namely geromles,
or old men, 1T The base of the political structure consisted of the assembhbly, an
approegation of the citizenty=-at-large. It was nota democratic body in the sense
that It was empowered o cnter upon substantive discussicns and the formulation
of resslitions binding upoen the king and nebility, 18 put was rather a commeon
meeting place in which announcements of collective lmport were made or where
military mesgapges and information was received. The interpretation has been
ofiered that the assembly rmighl have been used by an asmite king "as a means of
gauging public apinien", 19

Socially the Life of 2 member of these sarly Greek collectivities involved
gucceasive layers of fealty and responsibility, 1o the penus ur extended family,
i the phratry, and to the trihe, 20 myig etrong feeling of collective solida rity
is attributalle to interpenetrating kinship ties as well as to the presumption of
i vummon ancestry frequently traceable to some mythical progenitor, 21

It must not be assumed, however, that extreme spalitatianiem pervaded
the social structure of ancient Greek society. 1f anything, there s much ei-
dence of social differentialion based upon considerations of birth and land ovwner-
ship. At the base of the social pyramid wore to be found the slaves, an essenti=
ally alien =lement forced into this statua through captwity. Abowe them were
lucated the broad masaees of the population; beyond the latter were a smazll claas
of "ordinary' persons, the hetairol, whose higher social atatus was the result
of certain affiliations with the nobility, The laiter, in turn, woTe primarily
large landowners wielding hoth econtmic and political power, At the summif
of the pyramid there stood, of course, the king. &2

17, The same sccial atbitude may be observed in later Sparta, where one of
the deliherative agsemblies, or "Councila of State", was designated as
the porousia, i, e., one composed of the "oldatere" of the stale.

18. B, E, Hammond, The Political Institutians of the Ancient Greelks, London,
1898, pp. Z3ff., for an exposition of golidceal inatitutionz in tribal Greece:
alao A, Andrews, The Greck Tyranta, London, 1956, p. 10,

19. A, G. Keller, Homeric Society, New York, 1902, p. 245,

20. A, E. Zimmern, The Greek Commonwealth, Oxford, (911, p. 67.

2l. G, Grote, A History of Greece, London, 1846, Vel, I, p. 165,

Z2. Keller, op. cit., p». 2031,
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Apriculture and stock-raising were the main occupations of the Homerdc
Grecks with hunling representing the vestigial remains of the older nomadic
habits, Cattle, swine, sheep, and goats were the commeon animals, The owner-
ship of horses was the exclupive prerogative of rich and noble families. Most
of the necessities were produced directly in the self-contained howsehold (oikos)
which supplied not only foed, but clothes, furnilure, agricultural implements,
and footwear, 2 Work carried with it no invidioue distinctions or social adium,
On the contra r%a even the nobility and kings worked and were proud of their
achisvementa, Wkile the houseless=hired workers in the fields received pay=-
ments in nuLL_L‘_:_.:;,ZE they as well as the alaves still formed a part of the houac-
haold ae & %51_"_13.1 and productive unit with t-eattment modified by customn and
religion. Zia ;

Externally there were no extensive trade relatione at that time since com-
merce waE in a most rudimentary state, Suach seafaring and other traders as
exisied were conatantly being exposed to hardships hoth at the hande of hostile
people and the elements. When long-dislance trade did take place, it usually
involwed barter and gift exchangea, 1 Actually the key to anclent socisty lay in
the use of force and wealthy, in the torm of treasure, was obtained through
forays by land and piracy by sea, 28 The treasure was then used to obtain allies
for further warlike expeditions threugh the giving of gifts and brites, Thus
Agamemnon, during the period of the Trojan War in the thirtcenth century B.C.,
hawving inherited the vaat wealth and therefore power of his original forebear
Pelops, was able to succeed in collecling an expadition againet Truy by offer-
ing gifls and bribes (o his fellow chieftaina, especially the Arcadians, to follow
him into battle, £7 Similarly, he was willing to offer Achilles, if he would

23, Thus Alkinous' and Odysseus' heuseholdas each boast of 50 fomale slaves
attending to such cormumon household chores as weawving, grinding grain,
laundering, tending the loom, ctc.

24. Thus Odysseus in challenging & suitor, states: "Eurymachue, if there wers
a2 mateh at labor, betwsen us two, upon the grass and In the spring-time
when the days are long: T should have a well-curved scythe and you would
have, similarly, another, so that we may test our capaclty to work, fasting
till dark and with grass still in plenty. Or if again we should match at
driving oxen--the hest, tawny and large--both well-fed with grass, of the
sarne age and of equal atrength, and if there would be a field of four 'acres'
capable of being pleughed; then you would see me cut an even and unhbroken
furrow before me," Homer, The Qdyessey, Beogk XVII, 366-375,

25, Keller, sp. cit.. p. 84.
-
26, M, Rostovizefi, A History of the Anclent World, Osxford, 1926, transl.
J. M. Dufi, Vel. I, p. 185,

27. ‘Keller, ops cit., p. 58, alsa G. Clotzn, Ancient Grecce at Work, Mow
York, 1926, p. 24,

28, lbid,, pp. #&=49.

29, Thucydides, op- c_it'., Il
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re-anter the fray, "seven tripods not touched by fite, ten gold talents, twenty
shining cauldrans, twelve race-winning horses..." 20 Aqdin the evert Ilion was
captured, Achilles was offered "seven well-built cites, .. whereln dwell men
abounding in flocks whe would honor hirm like & god with gifts and under his suep=
tre snall tulfill his injunctions., n3l Thrnugh the nae of his treasare, .l"n,ganj_en:uj,nn
aleo was enabled to build a far atronger navy than any of his contemporaries, his
being the largest contingent in the Trojan War, Thues properly acquisition
through the medium of warfare was a commen vndertaking in Homerie times and
was looked upon as a "natural” method of wealth accumalation. 2

Internally economic organization centered around the housekhold and the
extended family in the form of persons attached thereto who though not 2 par:
of the household proper were affiliated with it through the performance of menial
tasks. Certainly the lousehold 23 appears to have been a more or less autarkic
unit only unwillingly resorting to 'parchascs" from the outslde. 32 The guestion
of land tenure in Homeric Greece is not quite settled; there are indications of
a mixed syslem with communal holdings of pasture land ard plowland. 3% Though
there were private land holdings it would be dangerous to infer directly fram
thig the existence of the institution of private property in Homeric society, Thua
there is no indication that land and its preducts were the objects of commercial
exchanpge activitics amongst people of different tribes or clans or tamilies,
Further, there iv no cvidence that ons could in the normal courae of aclivilies
alienate himeelf from the familial holdings. Indeed, as Zimmeorn points out:
"Such helding invelved no rights; it simply hestowed duties, "' 30

©Of individuals thoroughly disjoined from any familial or household affili-
ation, the Homeric era knows but few, These were chiefly the beggars whosc
lot in life was a missrable one. Even they, however, came under the protectinn
of Zeus?7 and by custom and tradition were treated with commiseration in their

i0. Iliad, Book IX, 264-266.
3l. Ibid., Book IM, 291-303 passim,
3&. Heller, op, cit., p. 203,

33. The househelds deecribed in some detadl in the Homeric Epics are, a5 one
might expect, those of ldnge. They appear to have been rather compact,
sell-sufficient units that evidenced little need to enter into exchange deal-
ings with other tcunﬂm.ical].]r Pl'l:lldl_'L':Li"-'i.‘;: ynits. Indeed, one of the house-
holds described appears to have been truly encrmous: Priam, the king of
Troy, g.g.. apparently had under his toof kiz £fty sons and their wives,
in addition to an unspecified number of danghiers. See the [liad, XXIV,
161-166 and 495-498,

34, Rostowvtzeff, op. cit., I, 185,

36. Keller, Bp. it , p. 193; alac G, Thomson, Stadies in Ancient Greek Seowi-
ety, London, 1949, Vol, I, pp. 299-327 passim,

36, Op. cit., p. 2482

37. Odyssey, XIV, 56-53,
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wainderings, especially those whao through the misfortunes of war or thraugh
accident had fallen from a _ur::\-iuﬁsly high estate and were impoverished, Ho-
meric aociety as yet had no place for those whe "make their own way in the
world. " 3% Such slavery as existed certainly was not due to inability to discharge
debt obligations. Indeed "debt” in those daye had an entirely different meaning,
It might apply to lack of reparations for a raid and due to the injured party or

to compensation deriving from the muzder of one's relatives, although the lat-
ter seems to have been a rare occurrence, 39

The above is but a brief review of certain salient lealures of Homeric
society, but it should be sufficient to indicate the strong clement of tribal co-
hesion at the time. This is evidenced by the clearly patriarchal structure per-
vading its political organizsation, by common blood ties and asswned commmon
ancestry, by the porson of the king to whom the nobilily and masses at large
rendered unquestioned fealty, especially in situation of crises, and by the ap-
parent absence, intra-tribally, of sacial tensions or class friction of any can-
siderable extent and intenaity., Closely related to the gocizl and religicus
values of the times and cmbodded in the social system was an "economy" which
operated internally in the form of more or less self-sufficient households headed
up by the nobility o achieve the ends of power, gifts being employed as the med-
iwmn through which the latter was attained, Econumically speaking, this of neces-
sity invalved a reallocation of the swcial "'product” via sxtra-cconomic methods,

Unfortunately, little is known of anclent Greck society in the intermediate
period between the Homerle Epics and Hesiod's Work and Days ("E,-'r-t Kol
Heeane |, the latter written arcund 700 B.C. and depicting the conditions of
contetnporary Boeotian life., The transitional process may be inferred, how-
ever, from the type of world and ddeas that Hesiod presents to us and from the
political and other forms of social organisation Lthat also may be cheerved in
these and later times. The incipient individualiem of the Homeric period, as
exemplified by "private" land terare, would appear to have heen enormously ac-
cellerated by the Bth cenlury B.C, with the consequent weakening, if not collapse,
of tribal forms of social cohesion. At the same time, the lalter was being Te-
Placed by a new eollectivity, the city {polis), which assumes in time increasing
glgpificance as a pivotal soeial, ccomomic, and political unit. In fact, it is in
the polis and the surrounding couniryside that the transitlon from a tribal to a
tnere wniversal type of social organization, all but bereft of blood and other kin=
&hip ties, may best be seen. Paolitically, the time of Hesiod is characterized
by a proceas of gradual and continuing dimunition of the anthority of the king{the
tribal patriarch] and the assumption of power by the nobility or eupatridai,
Kingship {5 transmuted into an cligarchical aristocracy of land and birth and
the rather tight and patriarchal {in the tribal sense) organization witnessed in
Homer-s superseded by a more diffuse exerciss of power., Further the com-
pactness of the clan is shorn asunder and plunder as a major method of wealth
aceui sition is interdicted by new ethical precepts. Hesiod in this respect of-
fers us a glimpse of the new social concepts, practices, and social values. To
Tepeat, his world is notable for the emergence of a strang, in some agpects
aggressive individualisrn in the pursuit of economic affairs. In this aense, he
may be spoken of as the recorder of the end result of the process of detribali-
zation up to hia time. Some excerpts from his Ergs kai Hemerai should serve

3H. Zirmrmern, op. cit., p. B4,

39.  Keller, op, cli., pp. 99, 285,
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to illustrate the momenteus changes which Greek society had undergone ram
the daws of the "heroic monarchies" of Homer. Thus he atates:10

For when a man desires to work for having scen another who has bhecome
rich, he hastens to plow and plant and put his heuse in order; neighbor
tries & rival neighbor hastening to be rich: this strife is pood for men.

O Peorscs bear these things in mind, listen o justice and entirely forget
all vialancea,

Tie is the best of all men who on all things thinks (or himsell,

But you, taking heed of gur injunction wark, nokle Perses, so that hunger
may abhor you. , . for hunger is altogether concomitant with him who does
not worl.

It is by work that men become rich in flocks and gear...

To work ia not shameful, rather not to work is shameiul,

Wealth violently acquired is not good; god-given wealth is by far better.
For il yeu add little to little and de this aflen even'that will become great,

Work foolish Peraes the works that the Gods ordained for men, lest some
day with wife and children and anguish of soul, you seek livelihood amongst
thy neighbors and they disregard you.

And T urge you (to find a2 way) to resolve [your) debtzs and avoid hunger.

Further evidence concerning the continuing radical changes talking place
in Greek sociely may be inferred from the Draconian legialation, presurmahly
written around 21 B.C. Drace's laws concerning homivide are of special aig-
nificance. Itappoars that Attica at this time was plagued by blood feuds among
the various families and clans. These feuds arose out of the religious belief
that a killed man's apirit cried cut te his Kn for vengeance, and if not satefied,
the apirit had the power to harmn the kin of the dead man who had failed him in
the discharge of their ohligations. Draco, in fact, interposed the state as a
factor in the prosecution and dispensation of justice to the homicide. Though
not totally displacving the family and ¢lan in the periformance of such functions,
hia laws "are a skillful compromise betwesn the claime of the family and of
older relipious ideas on the one hand, and a mers enliphtencd morality and
more active state inlervention on the other, "4l

The charnge in the direction and interrelationships of ecenomic pursuites
with the further wealkening of tribal ties and the cmerging emphasis on individual
accumilation and wealth led o grave proalems far a society that had been acous-
tomed in the pasi o sume forme of collective respongibility, collective welfare,

40. The following excerpts are idectified in order of their nceurrence: 20-25,
2T4=276, 293, 298-302, 308, 311, 320, 3561-36Z, 397-401, 403-405,

41. J. B, Bury, 5. A, Cook, F, E, Adcock, eda,, The Cambridge Ancient His-
tory, Mew York, 1926, Vol. IV, p. 31. Hercinafter referred to as CATT,
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atd even collective hardships., Evidently gocial tensiona between the rich and
poor were steadily increasing as the incividual was left almost entirely to his
awn devices, Loans were hedng securad on the deslor's person, and the land
was owned and contrelled at this time by a minority of noble landowners. By
the end of the 7th century B, C., the poor were well on the way to becoming the
seris and alaves of the rich. The situation is tersely depicted by Aristotls as
followa:

... there wad civil strife for a long time hetween the nohilicy ané the
common peeple. For the political actup wae cntirely oligarchical and the
poar and their wives and children were the slaves of the rich, .. all the
land belonged ta the faw,,,and it [the poor]| did not pay their rent they
and their children were “fable to be sold into slavery. 12

The fact that the hectermoroi, or poor tenant farmers, were obliped to pay one-
sixth of their produce to the large landowners appears to have left tham very
Little for their own subsistence, leading, in turn, to further debt and the subge-
quent inability to discharpge such cntailed hondage.

The emergence af debt bondage in the midst of a "'racially” pure and
homogenous society such as exemplified by the Athenian polis and its native
citizens ieg interssting, becauae it betrays, to the authoars at least, two con-
vergent processes; [(a) the conbnuing process of removing the remaining ves-
tlzges of triballty from the ancient Greek populace, and (b) the loglcal extenslon
and culmination of an individualism in the purauit of economic affsirs as yer un-
fettered by social contrcls. Population increases, coupled with private land
tennre, tended to press on the available supsly of land in Hellas, a regioh cer-
tainly not renowned for exceptional land fertility, In fact, the scarcity of good
agricultural land may well cxplain the intensc migratory movements of the Hel-
lenes in the Bth and Tith centuries. Bl while relieving the presaure aon the land,
thess movernents addsad impetus to the process of detribalization,

To Hepiod the plight of his contemporaries seems somewhat perplexdng.
Injustice and inequality, poverty and hunger, moat of the illa of hia day he at-
tributes somewhat naively t¢ "crooked judgments" or "'giff-devouring kings''.
Interspersed with this, however, is the recognition of the power differentiale
that govern the relations between the peasant and the landowner. The latter
situation is forcefully depleted in his parable of the hawk and the nightingale
za follows: '"A far stronger than you helds you in hig grasp, and yvou must go
wherever I take you well though you sing. I will make a meal of you if I please
ar let you po, He ig a fool who tries to withstand the stronpger, n43

-

Certainly economic individualism, with its twin corollarie=s, individual
poverty and individual wealth, both "achieved" without recourse (o violence or
war, did not abruptly descend upon the Greek populace, nihil per saltum facit
natura. Yet the culture of ancient Greece had not as vet devised any satisfac-
tory means to cope with these new social forces and the modes of sgeial organi-
gation and pewer rolationships that arc implicit in thedr unrestricted operation.
Even so, at the time of Hesiod land was still generally considerad to helong "to

42,  Aristotle, op. cit., Ch, 2,

43, Work and Days, pp. 2030
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a family in the narrower sensc rather than to an Individual, wid The latter,
though posseasing a life interest in i2, did not as vet feel frec to alienate Lis
possesalons. Apparently a set of social values and beliefa interdicted such he
tien. Hunger and dcbts are mentioned by Hesiod, but not the loas of land.,

Later when this zet of valuea suffered the atirition of tirme and cxigential
circumstances involving, inter alin, a lavger population, scarcer land TEEDLTCES,
the abaence ¢f primopencric arr_;?ge-.rncnts, and Lhe further weakening of collec-
tive Hes, it becnmes possible in Attica to divest oneself not ouly of one's anceg-
lral land pogsessions but even of one's own personal liberty, Mot very long after
Heeiod, debt bondage appears in Athers., It would seern that the sentimental
bonds waderlying the belicf in common imemediale anceatry, blood ties, and lkin-
ship repport are cither absent or quite powerleas Lo abviate the practice of en-
elaving vne's fellow "tribesman" and, if need be, ever selling him abroad to
gatizfiy hiy croditor's claima,

Under these circurcatances, it ia sometimes alleged that the introduction
of coinage and the transition from a "natural" to a "money economy'” is resIons-
ible for the phenomena that called forth the Solonie reform £, %7 Thus Adcack
statea:

Between the days of Haglod and the days of Solan lics a grest change due
to the invention and spread of coined money. The old days of barter are
now coming to an end and the peasant must more and more exchange hig
produce for coin while the prices are Tixed by powers heyond his undcr-
standing and control. If ha lacks the new rredium of exchange, he must
buy it or borrow it.,, But the peasant discovers new needa without the
means of satiafying them, and upon him falls the c¢hief streas of the new
epoch, In any case Altica was bound to find the strain greater than mast
Greck atates, for the balance of trade wag against her, .. If the Athenian
nobles were to keep shreast of their neighbors, ., they must find evern
fnore things to sell abroad for moncy, even the corn the Atheniane needed
to eat, even, Ifneed be, the Athenians themeelves, 36

This iz a remarkable passage, if only for ite exlremely modernistic hias.
Cne cannot make any sense of the statement "while Fricee arc fixed by powers
beyond his comprebension and control', except or the preaurnpiion that the author
ie implicitly asguwmning some type of purely competitive economy on the scale of
the économist's model, in gther words, a market systom with ils antomatic sup-
ply-demand-arice meckaniem, All this inftfal "theorizing", it will he observed,
is founded on nothing more nor less substantial than the alender f£actual hazis of
the introducticn of coined maney. Certainly the introduction ard use of the lat-
ter in no way invalves of necassily the ingtituting of & market system, Institu-
Corally, the two can and in many cases have heen found te be guite distinct. +7

44. CAH, Vol. IV, p. 42,

45. For such a representative slalement, in addition to the one presently 4o
be guoted, sce Hostevizceff, ap. wite, pp. 200, 215,

46. CAH, Veol. IV, pp. 32-33,

47. See Karl Polaayi, Conrad Argnsacrg, and larry Pearson, eds,, Trade
and Market in the Early Empires, Glencos, 1937,
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Secondly, there follows the egually remarkable statement that the peasgant
has dizcoversd new needs without the means of satisfying them. What these
needa are we are net told. What revolution in the mode of life of the individual
peazant could have been responsible for these new needs? ©On this wital quea-
ticn, anichthvic silence is maintained. Thirdly, there iz implicit in the above
quotation & Yeblenesgue conceplion of invidicus comparison which ia then ad-
duced as the motivating force for the greediress of the rich and their enslave-
ment of the poor. The latter musi, of course, predicate a radical change in
aocial values, In what i considerad socially permiagible and what ia not, Durt
only when sufticient individuation and catrangement hawe ocourred in the inter-
Fcrsumﬂ relations of the members of &2 collecti \r:i{:,-' shoiild we eex::u:r_"t 1o encounter
such a phenomenan, To explain this merely on the bazis of the introduction of
coined money is to cngage in the worsl of "money illusions". Further, the link-
ing of coined money with "foreizn trade'” does not appear to the authore to come
to grips with the problem. Ia the passage cited, the alleged magnrification of
wants of the Attic peasant is bound te long-distance trade, otherwise the men-
Loun ol an adverse balapce of trade [or Attica is inexplicable, Dut the articlzaa
that entered into this sort of trade were cither valuable Taw materiale ar luxury
and art Praduq_-l_s:,"'*& We simply cannot assume that there was a wide popular
demand for such producte at the time, and indeed it seema highly plausible that
the goods composition on which the farmer or tenant depended for his livelihood
did nut as vet flow into markst-oriented channels, 49 Turning from the peasant

468, Johannes Hasebroek, Trade and Politics in Ancient Greece, London, 1933,
tranzl. L, M. Fraeger and D). €. MacGregor, pp. £9-50.

19, Only by the middle of the sixth century B.C, haa the agora, or local mar-
kket, hegun to makc its appearance in Athens. It is speken of by Herodotus
in his Persian Wars, New York, 1942, transzl, Georpe Rawlinson, Bk, I,
pp. 17-1H, and is mentioned also in the pseundo-Aristotelian Qeconomica,
where the market of Athens is contrastied (o lhe Persian and Spartan econ-
omieg, which were still operating under what we have termed here redis-
tributive systems. See The Works of Aristotle, od. W, T}, Rass, Tondon,
rev.ed,, 1921, tranzsl. E. 5, Forster, X, 1344-45. Ewen the existence of
guch local markets at this time, however, should nct cause gne to fall into
the same errors as those "medernizers who see in them a self-repulating,
autonormons aupply-demand-price machaniam which not only equates the
aupply of and demand for goods but brings labor and land into the market
and, therefore, draws the whole of society into the market economy. The
gimmple fact i that the stalls of the loczl market were only open to the

Athenian citizenry, and the mirket was used mainly by the poorer citizens
who could not earn a livellheod [rom the land. It wag a small place, and
itz activities were controlled by the city-atate threough rmmerous officiala,
sales taxes, and other devices. Ap for internaticnal "trade'’, net before
the third century B, C. was the mechanism of the modern market disecern-~
ible in grain and slaves in the open port of Delos., Oo the latter point,
sea Polanyi,"Aristotle on Econemic Matterg'', in Polanyi, Arensbesg, and
Pearson, op. cit.

lr terms of the broad hypothesis postulated in this paper, it wouwld be
convenienl to acoepl the thesis of the "modernizers' al its [ace value and
relate the introdaction of coined money and the implicit azsumption of a
markel system to the cconomic and social distress of the periad,. Need-
leas to add, such an evaluation would not only be intellectually dichonesat
but institutionally misleading.
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to the landed aristocracy, and even assuming a "'commercial'! spirit on their pazt
which led ca the eultivation of vineyards and olive proves for export purposea, 30
it is difficult to see why the latter wag the cause of the social dietress of the per-
lod. Tt would still have to be demonztrated that the amallholders® wants had in-
ereased which, combined with a growing population in a countey with a scarce
supply of good land, had then precipitzted the difficulties—-ir which case the lat-
ter and not the appearance and use of money in trade would be the decisive canase
of the distress. At this point, it should he made clear that the anthors are not
alleging that the introducton and dreulation af cained money in 7th century Attlca
had no cffect whatever un the life ard fortunes of the Attic farmer, What is heing
brought forth for conaideration is the fact thai the appearance of coined money in
itself cannot he made the divislonis fandamentam in the evolution of his foriunes
and tribulationa, The introduction of money merely added ancther dimension to
his relationships with his weallhier neighbors or his landlords, but certzinly did
not change the fundamental natare of these relations. Certainly lendling and bor-
rowing could have and indeed were conducted previcus to this Hme in natura, and
correspondingly, debt arcse from the failure of the smallhalder to pay rent in
kind due the large landowner, 51 In gurnmalion, thera is no detailed demonstra-
ton on the part of the "modernizere' 28 to how the intreduction of money irn the
ahaence of any other more profound disturbance of the life patterns and socizl
values of conlemporary Attica couwld have led ultimately to debt bondage. So far
as the authora can se=, the latter was primarily the resultant of the dissolution
of tribal bonds and the continwed growth of individualism and individual respunsi
bility in the pursuit of economic affairs with the concomitant emergence of pri-
vate property and the important right of alienstion of such property. That thia
hypothesie may have mors explanatory relevance than the one previously guoted
may be seen irom the following admission by Adcock who, in the midst of main.
tzining his thesia concerning the economic effects attendsant upon the transition
to a "money economny', sigollicantly adds: "There may have heen a time when
even the peasant's land was not his to pledge as it was Teally the common prop-
erty of his clan. Uhis stage had passed in Attica; private property had taken

its place and now the peasant’s land might be surety for him, 52

As one might have expected, the institution of delt bundage proved mast
unpalatable to the Atheniana, It ereated enormous tenpions and a determination
o rermuve at all coate the instituton giving rise to the social conflict, Teo many
Athenians their relegation to an inferior status appeared 1o be the moat objec-
tionable feature of the whole situntion. Thus Aristotle states: "Byl so far as

0.  Accordiag to Haschroel, the Athenian hobility looked upen trade as infer-
fnr occupation, and its actual operations were entrusted to the metics, or
alien residents. COp. cit., pp. 17, 22-23,

§1. Indeed Aristotle refers to civil strife amd the Phenomen of debt bondage
as going on for a long ime after the Cylonian affair, Op. cit., Ch. 2.
Since the latter apparently cccurred in the middle of the 7th century and
the Introduction of coined money ig also placed at the bepinnings of the
same century [itYis naually asnsumed that the Lydians were the flrst to
coin money. The first coine were probably made by Gyges in 697 B. G,
See G, A, Barton, Archaeology and the Rible, Philadelphia, 1914, 1l&2-463],
the two phenomena would appear to exhibit too close a temnoral proximity
to be accopted uncritically in terms of a causal relalivnship betwesan therm.,

52, GAH, Vol. IV, p. 34.
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mosl of them were concarned the most unhearable and hateful festure of the
political aitmation was their serfdom .72 The struggle erupted into class con-
flict und the demand for social and economic change through political »eform,
Thue "the rmany being the serfs of the few, the people roae against the nobility
and the atrife heing wolent, and having fought each other for a long tirne, they
chose, by common consent, Solon as their conciliator and archon. 34 Or in
FPlutarch's version;

.« -they engaged their body for the debt and might be seized and either
sent into slavery at home or sold ta atrangers; (this caused) some. . . to
Nee theit country to avaeld the cruelty of their creditors; but for the mast
part the bravest of them began ta combine together and encourage one an-
other Lo stand to it, to choose a leader to liherate the condemned debtors,
divide the land, and changs the government. 55

It was Solon who, through the program of economic, zocial, and political re-
forms bearing his natne, atternpted in 594 B. C. to resolve the social stasis
threatening the very foundations of Attic society,

Poliically Salon aholished the alleged sight of the nobles to be elected
archontes by virtue of birth, Aristocracy gave way to timocracy, the populatian
being divided into four classes on the basis of property gualifications. To the
class of pentacosiomedimnei (LEterally the fSve-hundred-measure-men) belonged
thase who had an income from their property of five hundred measures. The
class of knighta (hippeis] ineluded thoze with incomes of three hundred measures.
Below them stood the zeugital with incomes of two huddred measures, and below
the latter the theles with incomes of less thap two bundred measures, The first
three classes monopolised the magistracies while the thetes, excluded as they
were [rom the holding of all state offices, nevertheless were to be admitted to
the Asaemnbly and could scrve an juries. 5

Socially Solon attemipted to weld the polis into a compact entity. He
sought to incaluale in the conacicusness of every Athendan the thought that he
wias & member of the same social body and, as such, had a profound obligaticn
both to his fellow citizens and the welfare of bis city, Thus Solon cnabled any-
onc who wished te, to claim redreas on behall of an injured party. In fact, the
latler is listed by Aristoile as une of the three "most democratic measures of
Solon,'"37T And Plutarch on the same subject has the following to say: ... in-
tending by this to aceustom the citizens, like members of the same body, to
rezent and be sensible of one another's injuries,”'38 Another of Solon's mea—
surcs aiming in the sarme dircction was 2 law "'which disfranchises all wha

53,  Aristotle, op. ¢it., Ch. 2.

54. 1Ibid., Ch. 5.

55,  Plulurch, Lives, WNew York, transl. John Dryden etal., p. 04,
56.  Aristotle, op. cit., Ch. 7.

57, Ibld., Ch. 9,

58. Op. cit., p. 108,
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atand neutral in sedition; for it seeme he {Solun} wanld nat have anyoene reimah
insensible and regardlegs of the public good and, securing his private affairs,
glory that ke hag no feeling of the distempera of his country; but at ence [win
with the good party and those that have the Tight on their side... 159 These socizl
reforms certzinly would eppear to hear withess to the placement of checks upon
the individualizsm of the period and the substitution for the disintegraling lorms
of tribal cuhesion those of the polis with the consequent forping of the latter as
the paramount secial collectivity, Certainly it seems plausible to expect that
under an operating tribal system, such matters merely would have heen part of
its social control mechanismes, while its apparent dissolution left no central
agency to check the social anarchy of an "unfetiered’ individualism. Henece the
socinl need for = reintegration of Athenian society at this time under the lead-

ership of the polis.

The boldeat of the Solonic reforme were econgmic inm natare and prohibited
loane secured on the dehtor's perason, cancelled 211 existing debts, both public
and private |seisachtheia, or shaking ¢ff of burdens], and providec for the lib=
etation of those alrcady enslaved lor debt defaults. For those who wore sold
abroad, provision was made for their repatriation to Athens. 60 Aleo trade was
given an aura of respectability alomg with the social class primarily rozpongible
fer carrying on such trade, namely the metics, or resident aliens, who hither-
toc had been excluded from citizenship and the ownership of real property. 61
Henceforth the immigration of artisans wasz to be encouraged and cilizenship
was eventually to he granted them prowvided that they settled in Attica perma-
nently with their families. 02

The Solonic reforme were clearly middle-ci-the-road in character. Poli-
tizally Solon never intended to throw all the offices open to the common pecple
noT to malke them masters of the now pulitical order, This is seen clearly from
his rerark, "The commen people will hest follow the leaders when they aTe
neither given license nor when they are unduly restrained: for saliety breeds
superciliousness when excessive well-heing comea to men lacking sound judg-
ment. "83 Economically the reforms satisfied neither the poor, who had expected
a redidtribution of the land, nor the rich, many of whom suffered impoverishment
through the cancellation of debte. b4 [iheral and forward-locking as the new con-
stitution was, it did not establish Athenian demmecracy. Economically ite '"wel-
faTe' aspecls were Initiated under the reign of Peisistratus and the Pedsistratidai
while politically it awaited the advent of Cleisthenes.

89. Plutarch, ap. cit., pp. 102-10%.
G0,  Vide Solon's poemea gquoted by Arxistotle, ap. cit., Ch. 12,
t1. Hasebroek, op. cit., p. 23

6z. CAH, Veol. IV, p. 45; alaw G. W, Boteford, Ilcllenic Hiatory, New Tork,
1939, p. Th.

63. Vide Solon's poems guoled by Aristotle, op. cit., Ch, 12,

&4, Ibid., Ch. 1L,
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Peigistrétns, who was considered to be the outetanding advocate of the
COTIILON peaple,65 came to power shortly after the Solomc reforme z8 the lead-
e» af the Hill men oz Hill party ( iq..ul..d(_lp..gnq_ }, thoae diszatiafied shephards and
lower estate farm elements who had been disappointed in their expectations of
land redistribution under Solen. Upon assuming power, Peisistratus procesded
to exile certain aostile and recaleitrant nobles, confiscated their estates, and,
according to Adecock and others, divided the land among the poor and landless, 95
Further, he levied an the lamd & tax of five or ten percent of the produce and
used the resulting revenusa to advance money 1o the new smallholders, thereby
enabling them to initiate the cultivation of vineyards ard olive archards, 67 Fi.
nally under the Tyrannis, a grand aschemme of public woriks was embarked upon
"to furnish employment” and to "relieve the pressure on land'. b8 Feisisiralus
also appointed "ecirewit" judges who made the rouands of Attic vil].agesf"'l" and even
himself undertook, according to Aristotle, to adjudicate disputes in his fre-
quent excuralons lnto the countryside, so that people would not have to come to
the city, thereby neglecting their farm chores. 0

The element of collective responaibility appeara to have heean quite atrong
under the Tyrannia., Indeed, the peacefl] conditions obtaining during its temure,
tha benevolent concern cxhibited by the regime for the citizenry, the absence of
economic and social distrees led to a very sympathetic recollection of Peisis-
tratus in the memory of later Atheniana, 5o that his tyranny was spoken of as
the "Golder Age”, 71 Whether Lhe general tenor of the Peisistradidean regime
emanated from a conecious philesophy attributable ta the secial valucs of the
past and aiming al some creation of a "welfare” state, or whethar his measares
were dictated by mere political expediency designed to solve the sacial and zco-
nomic problems of the imes, in this manner perpetualing the reipn of himself
and his sons, is not clear, In any cvent, there are those whe discers a close
parallelism between the Hooaeveltian New Deal of the 1930's in this country and
the reforms instimted under Solon and Peisistratus, 12 Whatever the differ=-
cnces in the cauaes responaible for the inception of these measures in the Uni-
ted States and in ancient Athens, strong social forces were engendered in both
cagea militating against the discontinuance of this state of affairs and actuating
further steps in the same direction,

a5, Wide Solon's poerms gquoted by Aristotle, op. @it., Cha, 13 znd 14,

a6, CAH, Vel. TV, p. 37; also Dotsford, op, cit., p. 78, and E. M. Sanford,
The Mediterranean World in Ancient I'imesz, MNew York, 1934, p. 15£,

&7, CAH, Vol. IV, p. 66; also Ariatotle, op. cit., Ch. 16, and Sanford, op.
cit. , p. 154,

48, T, B. Marsh, Muodern Problems in the Ancient World, Austin, 1943, p. 27,

69. CAIL, Vol. IV, p. 66,
70. Aristotle, op, cit,, Ch. 14,

Tl Ihid,

T2, Marsh, op. cit., pp. 10-28 passim.
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Cleisthenes, who assumed the leadership of the Athenian state in the
"fourth year after the overthrowal of the tyranny' is generally regarded as being
the father of Athenian demoecracy. TFrom the point of view of this paper, his re-
forms are significant inasmuch as they appaar to have had for their major par-
pose the diverting of the loyally of the Attic population {rom a geneclogical hasis
to one based solely upon territorial considerations. Hitherto, membership in the
citizen body had involved memberahip in the phratries and the clans, T3 Cleis-
thenes sought to disassociale these clane altogether from the political syatem,
Thus he abolished the ancient four tribes in which the Athenian population had
hitherto been divided, replacing these with ten tribes bascd aolely on territorial
considerations. T4 He admitted to [‘.H.iz.r_-nahip pauple who were not of puTE Athe-
niar ancestry and decreed that hereafter men should address ane another not by
their patronymica but by the names of their demes "so thal the newly establianed
citinens should not be exposed, "T85 I woyld appear that the principle of kinship
as the fundamental bond of social organization was completely displaced and con-
sideralions of locality became primary. Thus the designation "tribe' became an
empty term, devoid of cmoticnal or kinship implications, and the Council of the
state was now selected frorm among the new ten tribes threugh a process of draw-
ing lots.

The ultimate political result of the reforma instituted by Cleisthenes wan
to make the demos, i.e., the bulk of the citizenry, the master of the destinies
of the Athenian state., Thus Cleisthenes completed the immense reformation of
Athenian society which had its beginnings under Solon, In fact, the new config-
uration of social forces and creumetances, coupled with the lack of fertile land
in Attica, led roupghly some hundred years later to an imperfalist state which,
anung other things, attempted to maintain the economic standards of ite citizenry.
Some inlercntial cvidence supporting the latter aaseriion may be clicited from the
following passage of Aristotle, who demonstrates how the Athuniane nsed the
Delian League to their own advantage: 76

73. CAH, Val. IV, p. 142,
1. Ibid., p. [44, zlao Aristotle, op. cit,, Ch. 21,
3. Ariatotle, op. u‘i:_l,., Ch, 21;

Th. The Delian League or Delian Confederation was founded ahortly after the
end of the Persian Wars in 478 B.C. for the purpose of providing cellec-
tive defanae an the part of the Greek citics apainst future barbarian inva-
sions. For this purpose, asscssments were made on the participant
states, the proceeds being deposited in the Treasury at Delos. Eventually
the Athenians as the strongest naval pgwer in the Confederation aszumed
the leadership of the Leapue and removed the Treasury to Athens in 454
E.C. Much of the tribute paid was usurped by the Athepians under the
pretext that the maintenance of their navy, the bulwark and deterreont to
Peraian spgression, wag a cosily undertaking, Grundy advances the view
that the navwy provided, among other things, for the alleviation of the
"anemployment problemes of Athens, See G, B. Grundy, A Hislory of
the (ireek and Roman World, London, 1926, pp, 170-173. Similarly,
Marsh states: "The Confederacy had solved for Athens, temporarily at
least; any problem of unermployment which she tiay hawe had at home.!
Op. cit., p. 47. And Botsford concludes: "Payrment for public service
and for public works regquired a large stale income; the ermpire's tribute
provided this. Il is easy to understand then why the Athenian Demacracy
was imperialistic, " Op. cit., p. 152.
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...thev also enabled the masses 10 live comfortably; for, through the
cantributions mwade by the allies, and the internal levies znd taxes, mere
than 20, 000 men were maintained. For there were b, 000 judges, 1600
archers and 1200 cavalrymen, 500 Councilmen and 500 dockyard guards;
ard in addition 50 guards of 1he Acropolis, TOQ siate afficials at home,
and approximately 700 abroad. In addition, when they later went to war,
there wers 2500 hoplitai, twenty guardehips and other zhips carrying the
guarda, that is, the 2000 men pelected by lot, Finally there were {(those
at) the Prylaneurn, the orphans and the jailers; all of these persons re-
ceived their maintenance at public expensc. 7T

Thus it would appear that even in "normal" times the Alhenian state maintained
at pablic expense well uver 13, 000 men, with 12, 500 of thoae actually enum-

erated by Aristotle. In addition, there were the others “at the Prytanenm, the
Ta
Tia

4

orphans and the jailers) for whom no specitic Hgures ave give

Coneclueion

Essentially and in broad historical outline, we lnd in Homeric times and
prior thereto a move or leas diatinct form of tribal organization. Tribal unity
fg based on a presumed common ancestry frecuently traceable to a mythical
ancestor, Religious and other valurs tend to relnforce the prevailing soclal
patterns. The sconomyappears firmly embedded in the social structare of Ho-
meric Greece and within the extended houschold a redietributive patiern obtaina.
Externally, seizure of wealth through pillage and violence appear to he com-
monly aceepted features of sconomic accumulation aml are essentially collec-
tive undertaldngs.

Between the time of the Homerie Epics and that of Eesiod there would
appear 10 he a slow historical digintegrativn of the predominant patterns weith
the consequent emergence of individual responsibility and individual attempts
at wealth acowrulation in & peaceful manner. The process itself predicates
for its success = substantial dissolution of the tribal nexus and of man's "free-
dorn' from the tribal bonds of fealty., The individaal begins to emerge from
his tribal irtegument. That the latter is not an vnrnixed blessing, however,
may be aeen from the pieture painted of his time by Hesziond. His world, socio-
logically, cxhibits an individualism in the area of sconomic pursuits coupled,
at the same time, with the peneral recognition that the condition of the stmall
landholder is one of bellurm omnium contra omnes, Further historical

7. Ariatotie, op. cit., Ch, 24.

78, The magnitude of these operations may be better realized when one con-
siders these figures in conjunction with the population of Athens at ap-
sroximately the same time, The population figures refor to a point in
time betweon the inception of the Delian League and about 450 B.C. with
the adult male citizen population of Athens estirnated at roughly 40, 000
at mid-fifth century B.C. ¥Vide A, W. Gomme, The Population of Ath-
ens in Lhe Fifth and Fourth Cemuries B, C,, Cxford, 1933, Table I, o.
Z6. It wauld appear then on the strength af this evidence that well over
ane-third of the adult male citizen population of Athens was supported
by public revemies during pracetime,
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evolution bringa with it not only the phenomena of maan impoverialument of the
emaller farrn elemnent and the concentration of land ownerahip and wealth in the
kands of the nobility, bul also the emergence of the institution of deht Londage,
with its alienatdon of land and thosc upon it, All of this is reflected in increasad
gocial tenaions and strife. Thus, irmmediately prior to the corning to power of
Solarn, ancient Attica flnds itself at the briok of dizaster. The reforms bezun by
him and intensified by the Tyranni= and Clelsthencs stahilize the situation by
ultimately reinetating a mode of callective responaibility, which is al the same
time extended on a grander scale than in Homeric imes, The place and lime-
liun of the tribe as the center of fealty and the locus of social responsibility and
direction is now assumed by the polis. The ciEzen finds himeelf anveloped in
the latter to the point where his individual life and destinies a-e inextricably
interwoven with that of the cityr. Economically there ig a return to social re—
sponaibility and the re-establishment of central redistributive patterna, The
latter iz evidenced by the abelition of obligations contracted during the period
of "unbridled” individualism, the inltdation of "public werks' schemes, the
growth of a "'welfare' state, the "taxation" of the wealthy for the benefit of the
poor, 7% and the ernerpence of a lJarge bureaucratic and military force dizectly
dependent upon state revenues,

The developments sketched herein are certainly not implansible ex visu
of the hypothesia originally advanced in this paper. Beoing possessed of little
more than fragmentary information on soemec of the topics dwelt upen, Lhe auth-
2rs must perforce engage in inferential processes to explain the cxiating data.
While il perhaps would be methadologleally inappropriate to Appeal to these
"facte' for explicit verification of the thesis, nonetheless the avthors Tecl that
the phenomena presented are consonant with and explicable in lerms of the [rame
of reference in which they are incorporated,

A8 may be ohsorved, the writers' approach throughoul this paper has
Been "societal' rather than "economistic''. It aszems to them thal the latter Ap=
proach sets up an artifical dualism or dichotomy between the econormy and tho
reat of socicty and, therefore, milsinterasets geriously much of ancient, tredi-
eval, and even present economic hista Y. L tendency to look al social

79.  Indeed, the impact of the reforma dealt with in 1he latter part of this
papeT may be seon irom & work, erronsously attriluled to Xencphon and
how presumed to have been written by an "ald Oligarch' in the last thisd
of the 5th century B, . The latter Mments the fact that the "ragcals'',
i,v., the common people, are enjoying "chorus perfo Froances, gymna-
sla," ete., while the rick foot the hill. Or that unly a few rich individuals
»'wn private "'baths and dressing rooms and gymnasin'’, while the common
people have these built for thetn ot public expense, and, in the main, that
'the crowd pris more enjoyment oul of thern than the few and well-born, !
Fsaeude-Nenophon, The Constitution of Athens, 1, 13 II, 140,

80. The great merit of Marx® economic interpretation of Wdstory lias in il
b ¥
understanding of the 19th century capitalist sociely with 1ts diverce of
the "made of production” from the rest of the societal superatructure and
the great dapendence of the latter vpon the former. Its creat weakness
lica in ascribing the same zet of relationzhi p& Lo all previcus societies,
as well 28 to 20th century cultures, Were one to apply this theary to our
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evolutior and change only threugh the rather navrow prism of such things as
the "mode of production’ or Viechnology' set: in moedion a delerminism which
oversimplifies the relationship between the economy and the reat of socicty. 8l.
The implicit or explicit apsuniption that the economic system or technology is
always primary fails to understand the import of societal cohssion and the fact
that throughout mo st of history the economny and its techioology has owed at

leant as much to the social and cultural pattern as has the society to its econ- 5
omay. 32 It attempls to open the many different simed doors of that complex
which we call societr with the aid of only one kev and, therefore, althoupgh in *

& differen: way, is as much at fault as the classical and neo-clazsical ecorom-
ics which it criticizes, For in the study of society many keye ars needed and
tmany different approaches employed hefore creditable answers begin to emerge,
‘The prescnt paper affers an attempt at one such approzch,

Murray E, Folakofi

Phoebus J. Dhirymes

The University of Texas

evolving capitalist institutlons ag well aa to such secial phenomena aa
faprism and laborism, it would be nmyach less useful as a tool of analyeis
than it wae in describing 19tk century capitalism, And if one were to em-
ploy it to tha understanding of Soviet culture, or the relationghip between
the Soviet Union and the satallite counlries, very little could be gleancc
[rom such studies, since the dynamic element in Sovict socicty is political
and not econemic. The 20th century has witnessed a partial or full rein-
tegration of the economy into the societal whale,

Bl, As Professor Maclver cogently puts it: "We cannot conclude that, be-
cause the painter is absolutely dependent an hia paint-box, the nature of |
its contents explains the picture., No more can we conclude that the
strugple of the artict tu curn his living explains it," Socicty: Ifs Struc-
tire and Changes, Wew York 1931, p. 491,

82. One of tha outstanding discoveries of rmodern histerical and anthropo-
logical zesearch has been that Tnan's econemy is embedded in his social
relationships, He does not act to safepgiaard hig individual interest in
the possession of goods; he acts 20 as to safeguard his social claimes.
Fe values materizl goods only insefar as they serve this end, See M.,
Mead, ed.,, Cooperation and Compstition Among Primitive Pooples,
New York, 1937, pp. 462-466; alza G, D, Forde, Habitat, Rconomy and
Societv, 1934, p. 465,
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Economic Methodology and the Significance of the
Knight-Herskovits Controversy

By Musmay E. PoiLAROFF

THE IMMEDIATE STIMULUS in the writing of this article has been the re-
cent publication of Prof. Melville J. Herskovits' book on comparative
cconomic systems.!  ‘This work, 2 thorough revision of the author’s The
Econamic Life of Primilive Peofles, includes in its appendix a critical
review essay of the book written by Prof. Frank Knight after it was first
published in 1940, as well as 2 rejoinder to Knight's comments by Dr.
Herskovits.® Both articles, as well as certsin sections of the book irself,
are of special interest to the writer inasmuch as they specifically deal with
the problem of economic methodology as applied to cultures other than
our own.

The writer, being an economist, does not feel himself competent to
judge the vast amount of cconemico-anthropological data gathered to-
gether by such an eminent anthropologist as Dr. Herskovits in his path-
breaking attempt ta pravide an inter-disciplinary approach to the fields of
economics and anthropology. He docs fecl, however, that the use of cer-
rain economic constructs in the analysis of primitive economies calls for
suggestinns and criticisms on the part not only of anthropologists but af
economists as well.  Similarly, although Professor Knight has expressed
his thoughts on the matrer, it might not be amiss for an economist of dif-

1 Melville J. Henkowits, Ecowmomic Antbropology: A Stady m Comparafivr Eco-
womics (Mew York: Alited A. Koopf, 19:2). Dr Herskovics definies “comparative
eenmomior” o the broadest enae 3 a scudy of the various sconomic eystems of differene
primirtive societies, rather chan wsing the moee pestricead defimition which ecomormists
have wsaally placed upon the eerm when comparing the system of frec enterprize with
commuaist and fascist eoonnmies.

Tle wiiter is indebted o Peof, Karl Palaoys of Columbia Universicy for firer call-
ing his sttention to the Enight-Kerskovits conteoversy and for providing him with
the necsssary analyiical tools with which to judge the respective mesits of boch positions.

2 Buwh articles were firse published togecher in the Jowrsal of Pelifical Ervmotwy,
&5 (April 19411, no. 2. De. Eaights critigue was entitled “Asnchrepology and Eco-
nomics,” while DProfessor Herskovite® rejoinder bore the title, “Economics and Anthmo-
palogy, a Rejoindee.”  Socceeding guotations from thess two articls will be based on
the appendix Lo Professor Tlerskovics' book.
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ferent economic persuasion to interject his views on the important problem
of economic methodolegy and its application to other economic systems.”
Before going into a critical analysis of their positions, howewver, it might
bo well to present briefly the respective viewpoints of the two disputants.

Tur EncuT-HersgoviTs coNTRovERSY, unfortunately, is one of those
academic slam-bang affairs in which both parties, hehind the veil of sci-
entific impartiality, hit one another with everything but the Encyclapedia
of the Social Seiences.!  Both men feel their methodological approaches to
be completely at variance—which, in a very real sense they are—and so,
even where important agreements arc reached, the two are so intent upon
their major differences chat they fail to recognize their common area of
concurrence. ‘Their major source of disagrecment—and the enly factor
they appear able to see in the course of their heated “debace™—can be
subsumed under the general heading of deduction ws. induction. The
remainder of their disputations are subordinated to this central theme.
From the viewpoint of this critique, however, it is not this major differ-
ence which is the most important issue—significant as it may be in itself—
buc rather their common and explicit acceptance of certain “universal and
useful principles,” and the implications of such principles when applicd
to the study of primitive cconomic systems.”

Professor Hershovits® work is one of the first major attempts to find 2
modus vivendi beeween the disciplines of anthropology and economics in

4 Sinee a profession, if oot confessinn, of economic “faith™ appears called foe, it
may be well to expliin that the wrirer falls imo that amerphous clymificadon koown
@ Gmmicotionalism. That is, the werter disagreea with the excesifpe and extreme e
of the deductive-ahstract approach employed by many of che follower af che neo-
classical sehool,  This does moe mean, however, that the writer uncritically accepts the
theatogy  of oy puericutar wchoal - of —inseitutionatism,  be i Keyneeian, Veblanian,
Marxian, ete.  In face, he feels thas in many waye price theooy i et competitive witly,
bur complementary to institucional doctrine, It seems to ldm thar the former i3 con-
cerned with the formation of prics and the allocacion of fessurces in s given econemic
situaticts, while the larter is conerned with a theory of ceonpmic progress and de-
velopment.  Alsn, the concinwed viwalicy of price theary—the hane of many institu-
Gunaliscs—appears 1o be due, in part, to the faer char it & pan of the institurional
complex of eapitalist socfery, The wricer is more concerned with developing touls of
analysis and teeting the consequences of any particular cheory than in “lining-up™ as
2 member of sny particular schonl of thovghe The latwer appeosch, unformnately
atill teo commen amonp some peeear—day ecomomists, appears o be wue of the moce
important reasons for the steslicy and lack of progeess in the development of scodlomics
as & sclemod

4Tn all fairness to De. Herskovits, it muse be admitted that Professor Eunight is the
majer offender an this acere

5 Fpough has been written around the problem of inducrion ¥s. deducsion to make
pnnecessary the writing of seill amocher article mn che subject
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the comparative study of economic systems. As such, his conclusions
deserve the most careful attention of economists and anthropologists alike.
In the third chapter of his book, he lists several reasons why anthro-
pologists, in attempting to utilize the methodology and approach of
economic theory have found it confusing and even uscless in ctheir analysis
of primitive cconomic systems.® T essence, his reasons boil down to one
and the same mechodological complaint, o wit, thar modern economic
theory has relied too much on cthe use of deducrion to the exclusion of the
inducrive principle,

Professor Hersleovits' argument can be summarized as follows: Such
conceptions as “economic man,” and all it implies, together with the appli-
cation of modern institutional forms to primitive economies, tacit or
otherwise, have no relevance unless such concepts, tested empirically, can
be found to exist in prinutive cultures. He then goes on to demonstrate
that empirically such concepts arc non-cxistent or are completely mmslead-
i.ug when appﬁ-l:\d to P.rinﬂtiv: ECOMOINLIcs.

He shaws that the “aconamic man™ so fon,l:“}r drawn b}r the deductive
theorists bears not the slighest resemblance to the real men living in
primitive communities. He states:
< - . to envisage “primitive” men as striving individualistic and non-
social, marked by an animal-like strivag for food without stability, fore-
sight, or any concept of value was to caricature what cven the anthro-
pologist most innocent of any economic training knew.”

He then goes on to explain why certain of the other concepts of modern
econotmic theory cannot be taken to have universal validity., He points
out that cconoic theorists have based their definitions and principles
solely on data from ome culture so that, “from the point of view of the
comparative study of cultuee, the “laws’ derived from these data are the
eq_uiva!ent of a statistical average based on a single ecase?®  Bot why, it
mmay be asked, is not this “single case™ applicable to all societies and cul-
tures?  Professor Herskovits answers by quoting Alfred Marshall's fanous
dafinition of cconcmics and showing that although Marshall treats the
subject matter of cconomics as “a stul.d}' of mankind in the ordinacy
business of lifc™ and that, while chis definition 1 broad c::l:mugh S0 a5 ©0
“‘easily include the economic organization of any socicry,” nevertheleas
Marshall’s definivion is by no means realized for “it soon becomies apparent
that this ‘vrdinary business of Life’ is essencially a discussion of the phe-

B Herskawine, ap. it “h_nrhrnpnhw and Foonomics," ch. iii, pp. 423—d4.
TIbid,, p 54,
EJfid.. p. 45,
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ngmenon of price and its ramifications inco the activities of the market as
these concern the motivations behind the production, distribution, and
exchange of goods and services.”™ In other words, Ilerskovits claims that
“Marshall is concerned, in everything but his definicion, with just those
aspects of our economic system that are seldom encountered in othet
societics.”""

Dr. Herskovits then goes on to state that the tradition of economie analy-
sis “which studies economic motivation, economic processes, and economic
institutions by measuring them in terms of price phenomena has continued
to dominate econamic thinking, whafever theoretical point of view may be
held."!* He cites as an illustration Lord Keynes' General Theory in which
both the larter’s dependent and independent variables, namely, the pro-
pensity to consume, the marginal efficiency of capital and the incerese rate,
a5 well as the volume of employment and national income depend for their
precise analysis upon our given inatitutional structure. Herskovits asks:
“Yet how arc these variables to be studicd in economies whete the price-
systeém is absent, whete entreprencurs exist only by definition, and where
employment and unemployment are seasonal, regulated by social tradicion
and not the result of competition for work in the labor markec?™® He
feels that the same restricted approach mark the works of Mitchell and
Marx. The former’s analysis of business cycles is but “zn intensive study
ol precisely that phase of our economy that, more than any other, is ab-
sent outside our own economic systemn,”™ while the litter’s economic
analysis is “based almost entirely on data drawn from our own society,
dealing with problems that arise out of the complex development of the
special kind of economic system that has resulted from the invention and
development of the machine™* Ile dues adinie that Veblen and certain
of the meo-Veblenians gave “morc consideration rhan either the neo-
classical group or the Marxians to economic problems susceptible of inwvesti-
gation in non-machine, non-pecuniary societics,”™ but feels chat the
problems which Veblen and his followers are concerncd with “touch only

-

& ihid., po 46

10 rhid., p. 46,

A phad., po 46, Italics mine. 'The author eontradicts himsslf & fowr pages later by
agreeing, in cffect, that Thomstein Veblen's insciturional approach to eeonomic problems
can he i-l:llp'“l;‘:d ML Eﬂ-ctti?lﬂy tn the .:t1|r]y of DEIMITITE soieties than cthat of the nea-
clasicists or the Marzian:.

12 [bid,, po 47,

1 TEid., p. 51,

14 [hid,, p. 50.

8 16id, p. f0.
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lightly upen the matters which are at the core of economic theory as this
is ordinarily expressed in the writings of most economists, "1

Professor Enight, in defending the neo-classical approach from che
criticisms of Dir. Herskovyits, begins by denying thac Alfred Marshall and,
by implication, modern economic theorists seek the comparative study of
cultures, but apply their rechniques only to the modern institutional fea-
cures of our sociery.'® If such iy the casc, then both men seem to be in
igreement in saying that economic theory is only to be applied to our
modern institurions. Professor Enight, however, immediately goes on to
gqualify this statement by explaining that while certain aspects of econemic
theory centering around business enterprise and organized competitive
markets cannot be applied to cultures where such institutional arrange-
ments are absent, nevertheless such general principles as arc involved in
“maximizing satisfaction” are universals ac all times and places. ‘Thus,
.h.f' 5:]}"3:

Naturally, these less general principles do not apply where the phe-
nomena Lo which they relate are absent: and, on the other hand, the most
gencral principles are not different in different culture situativns—exactly
as the principles of mathematics are not different.!®

Professor Knight immediately goes on to emphasize this last peint and
states:

Economics, in the usual meaning, as a science of principles, is nat,
primarily, a descriptive scicnee in the empirical sense at all. It “describes™
economic behavior and uses the concept to cxplain the working of our
modern economic organization and also 1o ctiticize and suggest changes.™®

Contrasts berween this concepr and actual behavior are interesting in
our own and other culture settings, Knight feels, but only as they high-
light this normative ides, chat men in gencral wish to behave economically.

" teid, po 50, D Hershovits classifies Profoessor Clacence Ayres as o nen-Veblenjan
whe, in theory, at least, has cootinusd in the cradicion of rocornivizg the uvseiulnes
of a cros-culiural Pl:liJ‘-'l.[ of  vaiew. He cricicizes J.'Ii:l'ﬂ. J:l-:l'wew:r. nn  the grnl:lnﬂn
that in practice hiz wock haa exhibited & "miniman of ethoographic documentation
o supplement the historical, peychological, and philesophical argpuments he employs in
developing his hypothesss " po 11, In all foiroess to Dr. Avees, it should be printed
out thas I is an cconomist by profession and ool an anthropologist and char, therefore,
ke must perforce rely wpon the lacters* feld arudica and muonographic lircrature o Test
the validiey of his working hyvpotheses. a

A7 Thus Be states: “Since a comparacive study of cultores s the farthest thing
from Marshall's intentian, this is sheer aasehse; and our auchor's oorn furthe: discussan
is a tsme of concradictiens  Kaighe, "Anileopology and Ecoramics,” Appeodiz w
Herskovits® Econemic Anthropofopy, p. 109,

1% 1hid., po 510.

1% Moid,, g 510
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Professor Knight further suggests that the need of all social sciences is
the clarification of the relations of induction and deduction, Wich this
in mind, he makes this extreme statement regarding economic theory:

. .. {it) is the one social science which effectively uses inference from
clear and statable abstrace principles, and cspecially intuitive knowledge
as 2 methad. In contrast with it, all other social sciences are empirical,
including those which use the word "economics™ {or “egonotine™ ) in their
designation. . . . ‘The principles of economy are known intuitively, it
not possible to discriminate the economic chacacter of behavior by sense
observation: and the anthropologist, sociologist, or historian seeking to
discover or validate cconomic laws by inductive investigation has embarked
on a "wild goose clhage.™

Professor Knight then goes on to defend the concept of “economic man™
by pointing out that such a concept is “merely an analytical, essentially
terminological, device for referring to the cconomic aspect of behavior,
an aspect universal to all behavior insofar as it is purposive, . . .M

There appears 1o be only ong possible way of interpreting the above
quotations by Professor Knight, and that is that economic theory contains
certain @ priori conceprts which cannut be empirically tested and which
have no bearing on actual reality. Theory is reduced to an intcllectual
game or an academic discussion which ranges far and wide but which
never finds nor seeks a relationship between itself and the world of realicy.
There can be very little contention if this is what Professor Enight has in
mind as the function of economic analysis, although it appears to the
writer that such 2 theory would be nat only silly but essentially useless.
Economic analysis and policy would be based on 2 normative ideal which
does not, nor has ever existed in fact.  Such an approach, if seriously con-
sidered, must inevitably resule in the abandonment of any scientific in-
Yestigation into cconomic phenomena, It is this lacter point which Pro-
fessor Herskovits haa in mind when he says:

For what is the pedagogical and analytical purpose of such a construct
[economic man, MEP] if not to offer a background against which to pro-
ject abservable cconomic bebavier such as is to be witneascd all about us
in our own culture, and thus bring to us a better comprehension of our
own modes of coonomic life? Would Professor Knight hold it advisable to
sct up a fiction for purposes of illustraring a point, when the point can be
adequately illustrated by reference to what actual social groups really do
in the way of getting a living and maximizing their satisfactions through

o0 rhid,, P F111Z Such 2 scatement must alse inclade those sconommists who are

awrempting to validate their hypotheses by reference to empirical data,
1 jend,, po S12.
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the production and discribution of the goods made available to them as a
tesult of the interaction between their natural envitsnment and their tech-
nological equipraent?**

The two men, therefore, are in basic disagreement as to the respective
roles of deduction and induction in economic antlysis. But there is one
cominon area of agreement which has been temporarily lost sight of in
the heat of academic battle, namely, the fact that both belicve thar there
is a “universal lawr™ of economics which holds good for all societics, primi-
tive as well ps modern.  This universal law revolves around an economical
{ss distinguished from the economic) zepect of behavior :nd involves, as
ong of it corollaries, the relating of scarce means to aleernative ends zo as
to maximize total satisfactons,  As Professor Enight peints out: “Eco-

_nomic activity in the inclusive meaning certainly must include all acrivity

which involves the economy of means, quite repardless of the end or pur-

"8 Similarly, Professor

pose which iz in wiew and motivares the action.
IIETS]IUVitS f‘.ff'; t]'.l:l.t 1'_‘[1'3 ﬂIIDﬂﬂtiUﬂ O',E BCArCg TMeAns ﬂ.mm'lg cD‘lTIFEting Eﬂds,
or the cconomizing process, is a common feature of all societies, The

latter begins his discussion of this matter as follows:

Mot all of cconomic theory is by any means as liccle adapred to the study
of societies other than our own as the caricature of the subject deawn at
one time or another by anthropelogists would have us believe . . . we must
allow for the inapplicability of cortain aspects of current cconomic cheory
to research in non-literare, non-machine, and non-pecuniary sociedes. ¥et
we have also seen ample suggestions in the literature of economics for
anchropalogists to consider.™

These “ample supgestions” basically revelve around *the clements of
scarcity and choice, which are the outstanding factors in human experi-
ence that give economic science its reason for being,” and “rest psychologi-
cally on firm ground.”™® Thus, "in any society . . . ‘the adaptation of
means to cnds and the ‘economizing” of means 1o prdeér to maximize ends’
are 3 fundamental problem.”?¥  Boch men, therefore, share this common
belief, although one arrives at his conclusions through & jriori reasoning,
while the other attains it through the observation and study of primitive

SYSCetrs. a

2% Herskovies, "Feonomics and Antheopolngy: A Rejoinder, Appendix to Fro-
wowde Amibropalogy, pp. 125—6.

2% Knighe, op. cit, po 711,

Ei]]’cr;l:ovit:' Frorpuric Anf.ﬁrgpph‘g:ﬁ P- E2.

3 fhid., p. 3. The frst chapter of Professor Herskovics' book is entitled "Frono-
rmizing and Rational Behavior.™

2 )hd., po 62,
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1>r. Herskovits, however, goes beyond Knight in suggesting that the
allocation of scarce means among competing ends is not only a universal,
but a wseful concept for anthropologists to employ in their study of primi-
tive economies. e feels it can provide eultural anthropologists with a
theoretical framework which will help illuminate and integrate many of
the scemingly disparate elements contained in a mere description of primi-
tive economic systemns®®  The implications of this appreach for economists
and anthropologists alike will form the remaining section of this article.

I

THERE ALE DSSENTIATLY T%o meanings of the word economic,” the sub-
stanfive meaming and the formal one.*® The former s concerned with
material want satisfaction and refleces man’s physical dependence upon
nature for che satisfaction of his wants. These wants may be tangible or
intangible, material or non-material as, for example, the desire for food,
shelter, defense, as well as art, education entertainment or religion. The
term “material” relstes to the means of sarisfying those wants and only
secondarily w the wants satisfied. The primary emphasis is upon material
objects and only incidentally upon those services which satisfy a definite
typz of man’s bodily wanes. In this sense, therefore, @l human want
satisfacton is “economic™ insofar as it depends upon the disposal of mate-
rial objects or, as in the case of a definite type of bodily want, even of
services only. This substantive meaning of “economic™ is, therefore, ap-
plicable at all times and places and for every form of empirical cconomy,
but obviously is incapahle of throwing much lizht on the workings of
such economics.

The other meaning of “economic™ is formal and is at the root of the term
“cconomical.”  Dr. Herskovits does not distinguish berween the two
meanings and the implications of each in a comparative study of economic
institutions. Economical behavior in the sense in which both he and
Professor Knight use the rerm, namely, a5 the relating of scarce means to
alternative ends, is derived from the logic of rational action, The latter
is the relating of means to ends, regardless of what those ends happen to be.
The logic of rational action, therelyre, assumes ends and means and the
relating of one to the other. These ends may be and are so diverse as sew-

87 In fact, Ds. Herskowits acrempts to employ this approach in his study of various

priceicive economies bur with very little success, the writer feels, The reasons for such

failure will b= examined shortly.
| am inddsted to Professor Polanyi for making clear the distinetion betweean
these tweo differenst mesnings of “coonomic.” The following discussion draws most

heavily upon his notes.
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ing a button on a shirt, opening a sealed envelope, praying for vicrocy in
war, ete.  Means are anything that are appropriate to serve such ends.
The logic of rational action, therefore, applies to a wide diversity of fields
and activities and, it shonld be noted, has nothing to de with economics,
in the empitical sense of the term.

Onece the postulate of scarce means is added, however, the lagic of
rational acton produces a varianc which can be called formal economics.
The latter relates seavre mesns to graded ends.  The assumpiion of scarce
means implies the following: 2} that there is an insufficiency of preference
to achieve ends, or achicve them fully; b) that there is a scale of preference,
., that there must be more than onc end, and the ends musc be distin-
guished in some hierarchical manner so as o indicate their order of pref-
erence; ¢) Lhat there must be more than one use to means.  In other words,
given the assumption of scarcity, a scale of preference is needed since caly
chen is allocation of means meaningful,  Also, unless the means allows for
more than one use, no choice is possible.  Since there is rational action, the
allocanion of scarce means among the alternative or graded ends implics,
further, that no means shall be allocated to ends of a Iesser order of
importance than such ends as would in this manner remain naprovided for.
Maximiration of total satizfaction, whether for the individual or the so-
ciery, necessarily follows.

It iz this “universal® pri::u:ip].u which both Professors Herskovits and
Enight have in mind, What Dr. Herskovits fails to realize, however, is
that formal economics has, at best, only an accidental relation to an empiri-
cal economy since this scarcity principle need have no necessary connection
with the sphee of material want satisfaction. It is equally applicable to
chess, or the salvation of the soul, as it is to economic life. Even if man's
miaterial means were as plentiful as air, “scarce™ means would still have to
be hushanded in other fields of buman activity.

The application of formal economics to our empirical economy gave
rise to econornic analysis.  But formal economics produced such a discipline
anly because economie analysis eeflected,.to some degree, the basic institu-
tional features and functionings of the modern empitical economy we
know as capitalism, Dn]}r when such institutional fearures as markecs
and price systerns arose, as well as profit-seeking and competition, and
only when these features became more or less universal, could there be a
wseful theory. For what was then needed was o discipline that reflected
these actual institutional conditions, cspecially the clement of price. The
latter was the crucial matrix in the whole institutional structure since the
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actual allocation of scarce resources took place throngh the sainful be-
havier of individuals in markers which, in turn, resulted in the formation
of prices. Thus, the theory of price produced a powerful method of eco-
nomic analysis since it actually reflected the modern empirical economy.®®

What Professar Herskovits has failed to realize is that while the principle

of formal ecconomics iz amiversal, such a concept can be sseful only when
applied to an empirical economy whose institutions reflect and give mean-
ing to such a construct.  But Dr. Herskovits amply demonstrates chrough-
out his book that primitive economies are different from our own precisely
because they lack such feacures as the profit quest, the market and price
mechanism, business enterprise, etc., in their institutional structure.  Yet
such feasures are indispensable if the “allocation-of-scarce-means-among-
alternative ends™ principle is to have any significance as 2 tool of analysis.
In the absence of such institutional arrangements, current cconamic analy-
sis can be of only negligible help in integrating and illuminating the work-
ings of primitive economic systemms.  The failure to understand chis has
vitiated, in large degtes, some of the current anthropological presenration
of primitive economics,

Uriversity of Texes

22 [t rhould be stressed at this point that the writer dees not feel chac chere has
ever been anvching but 3 rough coreelation between ccomomic spalvsis and the institu-
tiona] festures of capitalism, Dot e correspomdence was sufficiendy  closs, granced
certain arrificizl assumptions, so s en prodoce a ueefol cool of amalvs: Tlha was
especially true of mineteench century capitalisen. The ewensieth century hac wicnessed
all sorts of instientional rigidities which have made it increxsingly diffieulc o apalyr
auch 4 theory and seill derive generel “lawa,”” It scems to the writer thae the theory
of mmnpr“xl;c cumpelil:i.qm and the l]ll:',l:u.‘y nl Eanmies reflect these hasic inscituweional
chanpes, HBoth theorss attempt to obtain “picce-meal™ solucions [n liew of any general
principle whicl can be, ac the suwoe tiwe, weefally applied o our evolviog scomomy.

1t appears to the writer that many present-day culeural anthropolopis working
in the field of primitive economics arc in danper of repearing the ercors of some of
their predecessors who, when deacribing primitive soceties, wsed our cwn cultuee as
a fized point of ref=rence. The widespread wse of che ““allocational™ principle smply
becaus: it is 2 wniversal feature of all socierles can ooly lsad tn the mast fatuoos and
ghiusd resulis when applied to cultores where the basic conditions necessary for cheir
useful application are absent, B
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