


Karl Polany1’s Social Tilenr}f".
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IF current social science can hoast of anything remoiely resembbng a
paradigm, then utiliarianism is its leading candidate. This deoctrine—
whether in the guise of neoclassical cconomics or game, exchange, or
rational-choice theory—assumes the theorctcal primacy of individual
actors rather than of pre-existent social groups. These acters are con-
celved to have particular goals that cannot all be cqually realized, for
men live in a world of scarcity and uncertainty and therefore must
select between alternative courses of action. The hallmark of urilitarian
theory is that the selection of a course of action will be rational; that
is, actors will select that course of actien that 15 the most eflfective
means of realizing their goal.

Sociological theory arcse in opposition Lo hese ideas, but it wonld
be pointless to deny that ils present standing leaves much to be desired,
The pradual demise ol jis proadest accomplishment, fumctionalizsm
{in all itz varieties), has left no apparently viable allernative to utilitar-
ianism. At least in the United Srates, much energy has slipped away
from theoretical comermns and toward methodological ones.

Simultancously, wiilitavians have heen making stcady inrocads
mto the temtory that ﬂ.rm'r{ﬂn-g}r had traditionally staked out as Hs
D\.’-‘I:L] When the invaders are economists thc}r are eagii&-‘ rf"-“gﬂ;?'-ﬁ.b](-‘—'
they speak a foreign tonguc and ask different questions—and, as a
consequence, can be more easily dismissed. But closet utilitadans have

1. On ecomomic opedalivm, see Gaey 5. Bocker, The Ecomnomic Approach to Muman He-
havive {Chicage: University of Chicage Press, 1976); and Louis Lvy-Barbouwa, Socfodegic
Econamizy (Beeerly Nille SAGE Publications, 1279, On the wladenship betwesn sociolagy
and econonued, see lalcott Pamons, Dhe Strecture of Sociad Aciwon (Mew York: McCraw-1101,
193715 Mancuar Olson, “Eoonomics, Seciulogy, and the Boat of All Possible Worlds, " The Pealic
Frteress T2 (Suwmorer 19688 968-118; anrl Adan Rarmg, Nocdologints, Femomists and Demaoctecy
{Chicagn: University of Chicape Muew, 189700,
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been gaining strength even within the sociological profession, and they
represent @ morc serious threat? To many a dic-hard sociological
partisan, it must seem as if (he Turks sre hearing the gates of Vienna,

That sociologists have not capitulated in their struggle against
utilitarianism is due (o their having an important defensive weapon of
their own-namely, empiricism. Many social phenomena have not
been explained successlully by utilitarians, These phenomena take on
special theoretical sipnificance, for they could represent truly anoma-
lous findings in the ulilitarian paradigm that might one day lead to its
down [all. To some, the work of Kar] Polanyi offers compelling ¢vidence
for the bankruptey of urilitarianism and the v ndication of the sovio-
logical approach,

In 1944 Polasnyi published The Great Transformafiion, 4 book that
purported to be nothing less than an analysis of *‘the political and
cconomic origins of our time.™ Since the world was then convulsed
I war, any serious effort (o place the dramatic events of the period
o a historical framework must have seemed worthwhile vinture
te prospective publishers. Nonetheless, there must have heen TeSETVA-
tions about the Pojanyi manuscript. The book was written in a ] oy
style that precluded a warm reception by the general public, Worse,
It was not likely to curry faver among academic specialists, lor it
blended clements of history, economies, anthropology, sodiology,
and politics with an auda city usually associated only with Mantism,
Marxists for their part could not have heen terribly pleased with i,
since Polanyi took pains 1o attack them in addition 1o more conven-
tional social scientisis. All told, The Greet Trans formalion appearcd Lo
be the kind of book Likely to attract hostile notices from nearly all
(UATICrS,

In fact, it as become something of 2 classic, The current paperback
version is the I‘uurrt_’-uruh_prmttng, and interest in Polanyi, if anything,
continues to build The reason for the book’s influence is a puzzle

in_its own rtight, The author was not well known, cither in popular
or academic circles, in the English-speaking world, He did not have
Lhe legitimacy avtomatically hestowed by a prestimous academic
appointment. Polanyi had for many yoars been [orcipn alfairs editor

2 e Gearge O Heomans, Social Behaoior: Jix Lfvreendery Formi (New Yook Harcourt
Brace, 1961}); Mener Blan, Lxrhanpe and Power in Social [ife {New York: Juhn Wiley, 1964);
James 8. Colenan, The Metheoanicr of Collective detion (Chicago: Aldine, 1973); and Hich-
ard M, Emeerion, "Exchange Theory, Fart IT: Exchang: Kelations and Melwurk Strucmres, ™
in Socologoal Thosms fe Propress, ed. |, Derger, M, Zeldicch and B, Anderzon {loston:
TRough ean-24i0 fin, 1572y,

A Rarl Palanyi, The Greas Tratsfurmetion [HRostom: Heaccn Precs, 1967 ).
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of the distinguished Viennese journal, Der Oestereichische Volhstoirt
and in 1944 was a resident scholar at Benningron College in Vermont,
‘This was a step up from his previous intermitient lectwing in e
extramural departments at Oxford and London universities. Bui Polanyi
had relatively little power in the academic world even alier his major
work appearcd, He did not have much opportunity to ain generalions
of students to go forth and spread his ideas. True, for a short time
Polanyi had an appomtment at Columbia University, hut his positon
there as an adjunct professor of ccohomics was margnal. Pelanyis
scholarship was synthetic rather than criginal, and his use of evidence
was impressionistic at best. In spite of such liabilizies, Polanyi achicved
some thing few scholars manage te do: his work has withstood the rest

et

of time.

1t is possible that the cause of Polinyi’s intellectual influence
lay in his habit of asking deep questions and then providing the rudi-
ments of a theory designed to answer them. And to some degree The
Grreat Frons[ormation anticipated some nolable recent developments
in social science, ncluding both cxchange theory and world systema
analysis. It even raised questions currently Leing addressed at the

_ frontiers of neoclassical economics. Bul his [ame undoubtedly rests

on quite another basis, Polanyi has become known as a polemicist on
one side of a longstanding debate about the status of a unilitarian
theory in social science.® His work has often been used as ammunition
in this ongoing debate rather than being subjected to the crineal scru-
tiny it deserves. Because of this, much ol Folanyi’s imporiance has
been obscurcd.

In this essay | aim to outline and evaluate the nature of Polanyi’s
social theory., The argumentation in Polanyi’s wrilings iz extremely
complex, couched at several differcnt levels of analvsis, and presented :
in no cear fashion, Although his work has been etfechvely champoned
hy such social scwentists as George Dalton and Marshail Sahling, a
dewiled explication of Polanyi’s theoretical contributon does not
yri exist in the literature. Polanyt attacked the wiilitarians on three
fronts: for their theones of action, nstitutional change, and social
order. 1is attack on the narrowness, of their theory of aciion is weil
taken, He also calls attention 1o the need for a theory of institutional
chiange, even if he does not provide one himsclf. But most important
is his critigue of the nvisible hand theory of social order advocated

4, Fuor the lamest flurmy in o very old dispute, see James C. Scott, The Moral Economy
of the Peotzil (Mew Ilaven: Vale University Tress, 1976), whichs attwcks wolitarian theorys;
and Samucl L. Popkin, The Robone! Peatosl (Berkelew: University of Galifomaa Fress, 1979),
which ateacks the seciclogical approach, especially the wark of Polanyl
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by the proponents of laissez laire, Although his argument against this
theary is telling, like many of the theory’s own proponents he neverthe-
less [ailed to appredate that it is not based on utilitarian premises,
Thus s major reason for rejecting utilitarian thought—and this is the
same reason ollered by most sodological aitics—is invalid

THE INTELLECTUAL CONTEXT:
SOCIONOCY CONTRA U'I'II.I'I'_ARJJ\.NIW

The Greal Transformation must be understood as a text both
emanating from and contributing 1o a controversy that has preocou pied
social theorists for the past two -centuries; The book is a Lripariite
allack on what Polanyi took to be the uilitaran theoties of action,
sucial order, and institutional change as first enunciated by Hobbes
and Mandeville, Liter claborated by the classical pulitical economists
trom Smith to Mill, and more recendy developed by writers such as
von Mises and Hayek. The utilitarian theory of actien held that man
acts radonally to pursuc selfish ends that are determined on the basis
of cerwin intrinsic (biologicully of pevchologically derived) desires. The
theory of social erder advocated by many ulilitarians was that by
allowing individuals the latitude 10 freely pursue thew selfish interests
a stable polity would emerge, as if fashioned by an “invisible hand,”
in which the welfare of all would be maximized. In Mandeville’s noted
phrase, private vices become transformed into public virtues. This
paradoxical and, indeed, tevolutonary assertion rests on the idea
that a selfregulsting market can serve o cement the social order by
estublishing reciprocal exchanges among individuals, achieving in the
process the most efficient allocation of resources within the society
a5 a whole. Finally, the utilitarian theory of institutional change daimed
that social institutions cvolve spontaneously when they are demanded
by particular sets of individuals; social institutions thus resull from
the inidation of something like a contract between inlerested parties.

While these ideas first began to be developed in seventrenth-century
Ingland, they did not come to fruition even in that counmry until the
adoption of free trade in 1844, Some Lme thereafter they became the
subject ol a furious counterattack.

The origins of the academic discipline of snciology are inextricably
linked to the critique of utilitarianism.” However much they disagreed
on other matters, early sovivlogists were united in their insistence that
mdividual action was deiermined by social institutions vather than

5. Charles Camic, "“The Utilitarians Resisited,” dmesican Joeumal of Socivlogy 85, no, 3
{1979 616-50,
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psvchological dispositions. The importanee of normative cbligations,
d(‘.r;v:‘.t] ETl’_'rm :iL]['.iL‘LHI I'I".t:m}_!t]‘fi}lip, [‘Ur ]J‘““Vi.l‘]ui-.l] i'J.L'ﬂl:In iS !j.-.IE 'I:fntrﬂ.l
axiom of socological reasoning, distinguishing it in this respect from
the atomism of utilitardanism. Marx’s insistence that classes, and not
individuals, arc the principal historical acrors 1s an carly and [oreeful
statcmcnt of this theme. Sociolopists were cqgually crigeal about the
invisible-hand  theory of sodal order. Durkheim’s criticism of this
eomception of social order was {irst touched upon in Fhe Diviston of
Labor in Sociely; his polemics against me thodological individualism in
subsequent works extended the crtgue. The brunt of Weler's sociol-
ooy of relipion addresses similar themes. However, the most genmane
altack 5 to be found n Parsous's The Structure of Soczal Aclion, a
work that appeared only seven years prior to the publication of The
Great Fransformation and chat dizcusses related questions. The socio-
logcal critigue of the nvisible-hand theory of social order, with which
Polanyi was in substantial agreement, holds that no mere aggregate of
sell-interested ndividuals s capable of establishing and, more to the
point, of maint@ining social order in the absence of a framework of
rules that is, to large degree, accepled consensually by its members,

* This is hecause a social Svitem :_',um]:rﬁﬁm‘] :fniir&]}' ol self-interested
actars is soon posed with the problem of inherent instalili ty.® The
dilemma can be illustrated by considering the hypothetical case of a
simple, yearlong coniract between two individoals, Assume that this
contract s equallv in the interest of both actoers, Nonetheless, if—as
the utilitarian theory of acdon postulated—these actors are strictly
sell-mterested, once the contract is established it will be in the Interest
of cach of the pardes to break it in such a way as to maximize his own
advantage. For this reaseon Durkheim, and later Parsons, argued that a
social system composcd solely of self-interested actors would degen-
erate into the anarchic kind of world Hobbes had envisioned as Lhe
state of nature.

It Toliows [rom this analysis that the maintenance of any social

6. This ATEUTETLE ks boen |.|"|!|."|:i|.-<|9:'.1.|'ah|;' xn’l.-:ﬂgﬂ:a:m:d by roind work dore within 'l.htl
utibirian trodidion, Just as Percons, who hed bern mmersed in the neoclussical cconmmic
approach, came Lo apprecke 1 Bmistions inacrounting {or institunonal vadation, ao Mancer
Olsoa, in The Logic of Collectve Action {Cambridge: Marverd University Fress, 1365], Follow-
ing oot dhe logic of the neoclassical model, rejects the contructermn the oy of social insgte-
vons, The argurment i simple and ¢legant, Badoenal selfdingerested actors will not join lange
oTganizations to porrue collective goods when they can scap the bemefic of other people's
a.l:t'wit'y o pursis these ends, This rweans IJlul tjlr T ki carad FTH e o in l;h; uti],'il,nria,n :lu:nh'] will
always be a frec rider whenever given the oppormnity. Thus, according 1o wtilitarian behavioral
premises, social ormnization is wnlikely to arige cven ameng thiose idividueds who bave a sieong
persoreal neerest i reapiog e beociis et soch orpaoi@ation provides,
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order must depend tupon the existence of g 'ser of wverarching rules of
the gume, niles that are 1o some degree obeyed by most actors. These
rules serve, among other things, to set dppropriate goals of indiviggs]
action for cach member of sociciy and o specify the means by which
these ends are 10 e pursued. However, 1he speaific conlent of the
sct of mules, or sy tuticnal ATangements, can vary widely from one
socicty (o another and from ane historiea) period to anather,

Now, onee the existence of a set of overarching institutional ap.
rangements is assumed—as it muge be in any conventionmal socinlomeal
analvsis—this s merely  another way of swdng (hat an Melividizals
membershin in g BOCICTY has great consequecnce for detlermining his
particular courge of aclion, Ergo, the same inalividual placed in a
different soeiyl context should act in different ways. The most capable
goal- Maximizing aclor in 4 particular tribal suciety will strive to outdo
his nerghbors in generosity. But place this VEXY same actor in a pre-
dominantly na rkeq suciety, and he will pum jg to something resemlding
Home Ovconomicus. The cxplanation for this differentiy) behaviar
cannet be due 1o vVdriations in jndividual characteristics, for in this
hvpathetical example these have been held constant, It ean omly he
duc to the instirytiona] arrangements of the respeclive sociclies ingo
which the individyal has been plared.

It follows therefore that the expectationg Arawn from the uiilitarian
and sociological theories of jndividya] action are considerably less
divergent in the exse of market than of nonmarke\. socicties, The reason
is that the Instilutional wEeagemenss of market societies in elfeet
compre! members to vigorously pursue their oWn selfsinterest (as the
ulilitarizn theory assumes), whereas these ACIAnEements in nonmarket
sociclics tend to discourage this kind of behavior {in conrrast 1o utili-
tarian tXpectations),

Thus it is no mere accident that sociological theorists hyye always
Inoked (o Precapitalist social forms 1o vindicate their Conlentions,
Marx’s vision included the whole of human history; Weber’s economic
and relipions sociology was brincipally concemed with anetent Judea
and the clagsical worll, China, India, and feudyl Europe: Durkheim®s
last work dealt wigh Australian sbarigines. In cach of these casgs the
relative merts of the suciological position are shown 1o greatest ad
vaniage as against its utilitarian allernative,

Polanyi’s major contribution tn this debaie lay in his application of
the logic of the sociological perspective to capitalist socicties them-
schves, In sp doing he naot only challenged the evolutionary theory
of institutional change hut alse Sought to demonsirate that the in.
stitutional arangements of market societies tause them to be inher
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ently unstable. Although this argument was hardly new—Marx and
Luxemburg had preceded Polanyi in this cndeavor, and Schumpeter’s
argument about capitalist decline appeared at about the same Gme as
The Great Transformation--Polanyi’s analysis was based on (hstinetive
premises. The Marxist eritique of capitalism rests on the thesis that
this mode of producion leads to class contuadictions that ultimarcly
destroy the socal fabric Schumpeter sees capitalist decline as the
result of the rousnization and deaav of the entreprencurial chgine
that alore, in his view, gencrates mpid coonomic growth. Polanyi's
theory differs from Marx®s in that it & more concemned with exchange
than production; it differs from Schumpeter's in that it is sucinlogical
and ascribes no special role to individuals in social change,

FOLANYLD ON INDIVIDUAL ACTION:
THE RELEVANCE OF ANTHROPFOLOGICAL EVIDENGE

Polanyi's attack on utilitarianism begins, properly, at the beginning—
with some elementary posmlates about human nature deriving frum the
sociological tradition, For Polanyi, as Tor the classical political ¢con-
OmMiSts, man 15, (o be sure, a maximizer. But what it is thal he miaxi-
mizes s socially rather than biologically or psychologically deter-
mined.” This stands in marked contrast with conceplions holding
that man is motivated to act either by a desire to increase his material
want-satisfaction (wealth-maximization) or to fulfil privale psychic

T. Fwidently Polanyi not anly proached against uilicsranism but was the pare man who
practiced whar he preached. Peter Trucker reports his astonishment 3t being mvited e share
Christmnas dinner an 1927 with the Folanvi lamily in Vienng-—-and reeiving the womrst meal
of his life: old, badly peeled halfraw potatees witheout even a trace of margsiane with them,
Drrucker writes,

Mo oo paid any altendon to me. or to the foncl, Instzad all four, meluding the Littls
gird, srgaed vehemently how Kol could cam enough money the following month to
pay the bille. The surn they mendoned as being mecded was lodicrowsly gmall -n fraction
of the paycheck Polanyi had just received and actally less than I, fiving by myseld
in Hamburg on o clerk wrainee's stipend, found inadequate to get by in the most modest
stvle. Finally § could contain mysclf no longer. 1 apologize for butting in,* | saied,
“but T ceasbdn’t help bot see the pmount of D, Palanyi's pavcheck when we lefr the
editnoml weeting, Surely ane can Hive, and very well, oo ghat?" At fouc stopped talldeg
and were absolut=ly silent for whal seevped an eterraty, Then all Cour mmed snd stared
BL mic And afl four seid, simost i wnison “What o semarkgble idea; spend your pay-
check on yourself! We never heard of such g thisye,™ Bt I stammcred, “nost peuple
do that.'" “We an- not most people ™ said Uons, Farl's wife, sterly: "We are Lo ol
prople. Vicnm is foli of Hugsran refipmes—refupses brom the Communiss and Tefingees
from the White Terror that succeedsd the Cornmmunises; aind a Food FDany Cannol eaon an
adeguate Tiving Karl hae proven his copacity o sarm, Therefare it is ubvinusly only
lopical for him to tum his payebwek over o other Fhangaeizns and then go out ad eam
what we need."”

Adventieres of @ Bystander (Mew York: Harper and Row, 197 Gy P 126,
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needs (the balance of pleasure over pain). Polanyi’s beliel in the muta.
bility of ndividual motivation s rooted in the emplrical materals
unearthed by anthropologieal and historical research:

The outstanding discovery of recent historcal and anthropological researeh is (hat
Man's cconomy, as rule, is subimerged in his aoweisl r:-.laﬁam,-;-:i:}-m. Lle does not et
80 a8 T safopuard his incividuai interest in the possessinn of material goods; he acts
0 ar 1o safemrd his sociad standing, his social claims, his social assers. He values
material goods only in so fip as they serve this end, Neither the process of produc.
bon mor that of distribation s linked to specific eronomic indercats atlached 1o
the possession of goods: bu SVEry single step in that process is geared Lo o number
of social interests which evenmally ensure that' the required step be taken, These
interests will be very different in & small hu nting or fshing crmmunity from those
in u vasi despote society, but in cither case the cconomic svstern will be run op
TIOTEC LI T o bives, B

Just as the acquisitivencss of Homo Qeconomicus rests on instity.
tional rather than pevehalogical supporis, so does the ostensible altry.
izm of primitive man, Consider exchange hehavior in the Kuls ring of
western Melanesia. In this system Polunyi claims that each indivichual
spontancously offers free gifts Lo othiers without the expectation of
a quid pro guo. True, the uiver anticipates receiving @fts in tumn from
fome other donors, bui his own git-giving aceurs in the absence of the
desire for personal gain, What maotivates individuals 1o engage in this
nonceonomic behavior? Wh Y doesn’t everyone act as a free rider, as
utilitarians would predict, and cause the system 10 break down? Pol-
anyl's answer is that (he generosity of the Trobdand Iskuiders s in
no way altruistic; it is, rather, quintessentially self.inlercsted, But in
this socicty the penerous individual maximizes social honor rather than
his pwn wealth:

The individual's evonomic interest is rarely paramcunt, for the community keeps

B. Karl Folanyi, e fivelhong of Mat (Mew York: Academic Press, L977), p 46. Fhis
passape usirates one of Palanyi™s principal ohjeclions 1o uhlitaran sooal theory, namety,
that it presumcs a racical duparatton of economic relagons from all viher tvpes of social rela
ons. While comceding thar the distingmisling feature of capitalist sociely is indesd the cxise
et of a wedpe separating cconomy fram the polity, be insists fiar this wedpe 15 both artficial
atidl histoncally very mre, In carsequence he arpues for ghe establishunent of 7 *pubsmnfviss™
teonoiics, s the empirical study of arpwal histocical systems of cxchanig, rather than thi
“tormaliem™ of o peliteal LLOMOMY thal wsists upon seeing the world unby thruugh capitabist
lenses. This distinction liueched 2 meat badtle in cvanomie anthropology between the “Formal-
ists," such w Raymond Firth, Ecanomics af the New Zrplmid Maor, Zud ed, [Wellington:
k. E Chwen, Government Printer, 1953), who saw fit tn Walyze prmitive exchange n casen-
tfially nooclassical CEONIOTRI fermns, and “subsranvists,”™ such as Claude Levidtrauss, The
Elementary Furmg of Krnship {Londo Evree and Spothswoode, 1969), gnd Marshall Sahlins,
Stone Age Eronomics [Chicagme: Aldine, 1972, who discussed wich exchaigs from the perapec-
tive nf ithe indigenes. Bt the debate as 3 whole has mroduced comsiderably more hear than
Light beciuse the pruponcnts an each, siche have: bou nartew a conceptinng of ceonomics.

Rt S ren
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all its members from starving unless it i2 itsclt home down by caastrophe, in which
cake inderosts are agun threatened collectively, not individually. The maintenance
of social ties, on the other band, is cracial, First, because by disregarding the ac-
cepted code of honor, or generosity. the indsvidual culs hinsell off [rom the
community and becomes an ouwtcastey second, because, in the long run, all zocial
abligations arc reciprocal, and their fulfiliment serves also the mdividual s give-and-
take fntererds best Such a siteation muost exert 3 conUnuous pressure on the in-
dividual Lo eliminate economic self-interest from his consciousness to the point of
making him anable, w mgay cases (but by no means all), even 1o comprenend thes
ympitcations of his own pctions in terms of such ao interest, This atuiende 15 Te-
inforeed by the frequence of communal acdvites such as partaking of fond from
the common catch or sharing in the resuls of some {ar-fung and dangrrous tribel
capedition, The proonum sod penerosity i5 fo greet wien megrured i feymk of
secial preciige o to make aty obher boharior than thet of wtier self forpeifuiness
strefriy nol poy. Personal character has Grtle o do with the matier. Man can be
s good or evil, a8 social or asocial, heinows or penerous, In respect to one set of
values as i respect to another., - ., The hoeman passions, goeod or bad, are merely
directed towards non-sconomic ends. Ceremonial display serves to spuy emulagion
to the uimost and the custom of communal laber tends to serew up both quandta-
tive: and gualitative standards to the hirhest pitch, The performance of all acts of
cxchange as froe gifts thal wre expected to be reciprocated though not necessarily
by the same individuals—a procedure minugely ariicelated and perfectly salfe-
puarded by claborate methods of publcity, by magic nies, and by the ecarablish-

" mefit of “dualities™ in which groups e loked i moweal olligations—should in
itsclf explain the abience of the noton of gain or cven of weallh olher than that
consisting of ohjects raditionally enhancing social prestige.®

Whereas this &8 a lucid discussion of the problem of individual
action, it s by no means a novel one, Tt does highlight the critical
role played by institutonal arrangements as determinants of individual
behavior. But just what arc these mstitutional amangements bhased
upon? At this point. Polanyl begins to innovate, Reall that the Margist
answer to this guestion lies in the eoncept of the mode of production.
Polanyi (less than clearly) rejects this concept as being cxcessively
concemed with the distribution of labor and insufficently concerned
with the distribution of land.'® Instead, he prefers o locate the sources
of differing institutional arrangements in varying forms of economic

9. Polanyk, Gres! Tronsformaiion, pp, 4647 (emphasis mine).

1o, Polanyi, Liveitbood, po 43, In an age when the inicliecmal houndades that delinesis
Marxism are subpect Lo acomorious debete {see Michae] Hechter, “Bows on Marvizm and
Sucidogy in the Unised States,” Theory end Sociely &, oo 3 | 1979): 37 7.986), it is difficsk
ier gauge Polanyi's relationship to Marx. Sulfice it to say that Polanyi®s frelings abouwl Macxism
must have been complex. Ou one: band, he was marmmied to a self-professed Marsise On the
other, he cmigrated to the Unsped States during an era when overt ideotification with Marxism
would have severely prejudiced his academic opportunties, Whatever .the reasons {and the
subject iF worth cowsdernton in greater detail), Polanyl took pains to distinguish his own
work frorm Blarcesm,
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miegralion, These are ideal-typical transactivnal systems abstracted
from the obscrvables of comparative economic history, The [orms
“designate the institutionalized movements through which the elements
of the cconomic process—from material resources and labor to the
Lransporlat on, stdrag&. and distibution of poods—are cohnected. "M
Economics may be integrated on the principles of reciprocity, re-
diztributon, or exchange.

Each of these principles repredents a distinetive pattern in the
maovement of goods and services in the cconomy. Reciprocity describes
the movermnent of soods and senvices hetween cotresponding points of
a symmelncal arrangement. In an imaginary diagram, this might be
represented by arrows connecting points that are symmetrically ar-
runged with respeet to one or more axes.

Redistribution indicates movement toward a center and out of it
again. This implies a star-shaped dizgram, with some arrows pointing
towards the center, and others away from it

Last, exchange represents movement beotween any lwo dispersed
or random points in the system. [his may be visualized as a set of
arrows connecting random  points, each directed in both ways '?
{Polanyi’s usc of exchange to desipnate only one of these ransactional
modes is confusing because in effect each represents a diflerent type
of exchange systeen. | will therefore wry to avoid his terminolopy in
this respect.) ;

These forms of economic integration themselves rest on the pricr
exislence of partieular social institulions, and once established the
forms ultimately single out appropriate mativations for individual
action. Thus forms of cconamic integration are observable features
of societics and represent intervening causes of differential individual
action. The ultitmate causes rest on each system’s [less ohservable)
instiiutional determinants, rather than on the pti‘;fl:i'll:*iﬁj_.',it‘zll character-
istics of the actors themselves—such as Adam Smith’s propensity to
truck, barier, and exchange,

kach form of integration has a specific institntional determinant.
Reciprocity is based on the presence of two or more syimmewically
placed groups whose members can behave similarly toward one another
in cconomic matters (symmetry). Kinship groups in some tribal socie-
tes offer a commnon example, bul Polanyis favorite illustration is the
Kuls rng of the Trobrand Tskanders.!® Redizstribution ooours to the

11 Polamyi, Linekikaod, p. 85,

12, A fourth form of integration, hausehol ding {based an the odkas), is autarchic, engaging
in e out-group exchange (Polaoyi, Lizvefiiooed, pp. 41-42),

I3, Polamyl, Livelhowd, pp, 3E-89.
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extent that goods, including land and natural resources, are collecred
in 4 central place and distributed from it by virtue of custom, law, or
ad hoc decisions {centricity). This requires some central authority, be
it a chief vr state apparatus. Exchange, defined as “a two.way move-
ment of goods between persons oriented toward the gain ensuing Tar
each from the resulting terms,” depends on the existence ol a market.'*

The forms do not fall into any meat dri-':-|-(_1pr.n.r.nra|_ Stages, One of
moare subordinate forms may be present .'-ilf_1'|."|gﬁ:'dc the dominant one,
The dominance of a torm of integradon is indicated by its relative
impertance for transaciions in a’given socicty.'? Tribal societies are
tvpically charactenized by reciprocity and redistribution, Redistributon
grew to great bmportance in the Roman Empire and is increasingly
important in advanced industrial states today—especially in the soclalist
regirpes. Although exchange plaved a significant role in many different
historical periods, it only came into its own in the ninctecnth cenmury,
Its influence has subscquentdy been on the wane.

Thus there are two separale theoretical lasks ser by Polanyi’s
agenda. The firsi is o presenl g theory Linking each Torm ol integration
with a modal type of individual action. This cas then be used to explain
why rveciprocal and redistributive societies have a capacity for sodal
order, in contrast to market societies. The second is to cxplain the
delerminants ol symmetry, centricity, and the market. By and larpe
he devoted more atrention to the former question than to the Tatter.

FPOLANYI ON SOCIAL ODRDER:
THE TALL OF MARKLET SOCIETY

Here Folanyi seeks to demonstrate that the invisible-hand theory
of social arder under free market conditions is necessarily false.'® The
argument begins with the cliim that each [orm of economic integration
is associated with a particular kind of trading relation. Further, differ-
ences i trading relations have great implications for the modal types
of individual action to be found within any society. Trade in reciprocal
and redistributive societies ts generally carried out on a collective and
nencompetitive basis, whercas in market societies it is both individual-
istic and competsive. This difference affects the stability of the rela-
tionship berween trading partners.

14, Polanyi, Livelifiood, pp, 40-42,

35, Karl Polamyi, "“The Economy as Instituted Process,” pp. 24569, in Trode and Market
iR the .Edﬂy .E?ﬂpa'ﬂ’_':, cd. Kasl l"ulzulyi.,_ Conrd M, Arendberyg, and Hare W. Pearson {Ncw
York Free Press, 1957}, p. 255, .

16. For one of the mosi elegant discugssors of invisible baod reasoning, see Fo AL Lavek’s
distneton between Kosmes (spontanecus order) and Tecis (planned order) in e, Legisdation
and Liberey, wol, 1 {Chicage: Universiey of Chicage Press, 1978}, chap. 3.
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The original purpose of trade is to u guire poods not available on
the spot. It is something external to the group, and in many traditional
societies the trader oecuples a dislinctve sodal role as an outsider, Th us
trade is similar to activities such as hunts, expeditions, and piratic raids.
The point of all these activities is to acquire and carry goods from a
distance, but trade differs from 1he resl in its essential two-sidedrness,

Reciprocal integration tends to foster a gift trade between two or
more proups.’ The organization of trading is usually ceremonial, inveolv.
Ing mutual presentation, embassies, political dealings between chivfs
or kings. The goods traded are treasures and ather objects of elite
circulation. But contacts between the Rroups are few and for between, 1%
The social function of the gift trade is to draw relationships together,
to strengthen the ties between partners,!?

Redistributive socielies tend to engage in administered rade, that
is, trade belween twao prditical units that is puaranteed by mregty. Both
import and export trading run through government chanhels, ‘Ihe
state ulten limits commerce 1o designated ports of trade. In order to
curtail the influence of “higeling-haggling,” equivalencies are ser out
in simple relations, Prices and profit levels are thus determined by
negotiation vather than by the laws of supply and derand. As in
the case of gilt trade the cxchange is essentially bilateral,

Both of these types of wade fosier he establishment of a sense
of community and solicarity:

-« exchange, the most precarious of huwman ries, spread inta ihe coonomy when
it could be made (o scoe the validation of the community. In effecd, economic
lrangactions became possible when they could be made gainless. The peril to
solidlaricy invelved in rmaking selfish gain at the expense nf the food of one's brother
had first 16 be removed by climinating the invidious clement inherent in such
exchanpes. This was achicved through the declaration of equivalencies in the name
of the representative of the gadhead itsell Lxchange behavior was e [egifimane
Ly establishing the cquivalence of that which was to he exchanged, The quality
ol the Mesnpotamian States, by virtue of which they were enahled to achieve this,
wis honored by men ever afeer through the recognition of the state as the Fonrni
of justice, @

While the cconomic rationale behind @it and administered made
is for g Woup o acquire goods not available locally, this is not in-

4

varably the case with market trade. Unlike the first two types of trade,
market trade is competitive. “Apart from complimentary exchanges

a
13, Pobanyl, Livefhood, p_ G4, ¢
18, Polayi, "Ecomomy as Instituted Prucess," p. 232,

18, Polaby, Livelifeand, p 54, :

all Polanvi, Livedh ood, pbl,
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it includes a very much larger number of exchanpes in which similar
goods from differcnt sources are wffered in competiion with one
another, "2 Only in market trade does this competitive element tend
to be generalized to include all exchanges. The purpose of markei
rade is not only o acquire goods that are unavailalle locally, but 1o
acquire all conceivable suods 41 miniimal cost. This implies a nccessarily
antagonistic element between rading partners;

Higaling-hageling has been dghtty recognized zs beig of the essence of bargaining
behavior, In order for Lmather] exchange i be Biegmative the behavior of (e
parinees miost he ofened on producing a price that is as Favorabie to rach partner
as e can make i Such a behavior vintrasts sharply wich thay of evchange ar a
gl price. The amingwity of the term “‘gain tends Lo cowver up the differenece.
Exchange at set prices invoives o mare than the gein to either party implied in
the deciion of exchanging; exchange ar Nuctuzting prices aims ar = pain that can
be atisined only by an attitude involving a distincgwe iniagonistc relationship
beiween partners. The element of antgonism, however diluted, that AUTOM Pt jes
this variant of exchange is incradicable, No rotimunily fntent on protecting (he
Jount of solidarity between ity members can allow lglent hostility to develep
eround o matter as wilal do animal exivtence arid, fherefire, upable of arousing
&5 bense atxicties ay food Henee the universal hanming of ransaclion of a gainful
nature in regurd to food and foodsoufts in pramitive and archaic society. The very
widely spread ban on higﬂling-hilgglin& OWEr viciwals automatically removes price-
making markets from the realm of earl v inst tutions, 2

Here then is the key 1o Polanyi’s eritiqque of marker socicty. Since
the market relation is defined to be inherently antagonistic it intro.
duces conflict between trading partners. 8o lone as marker relations
are prohibited in intrasocies] wansaclions, socil solidarity can be
attained. But when the internal economy of a group or Sr;:acicT}.' is
organized on market principles alone, the group cannol long survive
intact. The market. relation compels individuals o pursue their self.
interest (o the hilt and penalizes those wha act on the basis of some
other kind of motivation, But when cach member af a snciely acls
solely out of selfinterest the social order cannot be suslained for
long, This is how Polanyi arrives a1 the sercailed Hobbesian dilemma,

Nete that the analysis is reminiscent of earlier arguments by Weber
and Dhurkheim. Weber makes exactly the same point in Economy and
Society: “Ihe freg? market, that is, the murke: which is not bound
by ethical narms, with its cx ploitation of constellutions of intcrests
and monopoly positions and s dickering, is an abomination to CVeTY
Fystem ol fralemnal cthics, In sharp comitrast Lo all other groups which

21 Polanyi, Girear Fregformation, p G0,
ZZ Polanyi, "Ecanoiny as Instinted Process,” p, 255 (emptiasis mine ).
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always presuppose some measure of personal fraternization or even
hload kinship, the market is funda mentally alien to any type of fra.
ternal relationship.”® And in Suieide Durkheim sees the cxpansion
of market relations in nineteenth-century Europe as Progressively
eroding the individual’s social obligations and consequent sense of
sell-restraint™ Far Durkheim, one inevitable consequence ol the
trend is pervasive anomie,

Under these circumstances it would be unreasimable to expert
the integration. of any S0Cicty to rest on the market principle alone,
This is precisely what Polanyi argues. For most of human history,
markets were cither nonexis tent, or, if they did exist, they represented
i subordinate fealure of trade. Man's ceonomy was typically submerged
i his social relationships; in consequence the economic system tended
o run on the basis of noneconomic motives. Where markets did de-
velup they were kept ve ry much at bay. Thus, Polanyi arpties, the towns
in feudal Furope were walled, in parr, 1o keep them from eneroaching
urt the prevarling cconomic organizativn in the couintryside, =

Yet, by his own admission, for 4 bricf tme during the last half of
the wineteenth century an cnlirely new form of social g st On
came into cxistence, This form, which he terins market sClely, was
predicated on the autonomy of the sell-regnlating market, It alone
had the kind of institulional arrangetments that were advocated Ly
the classical political cconomists, :

While reciprocal and redistributive socicties differ in impaoriant
respects—nolably in terms of their internal complexity—they have
one key similarity. In each the eronomic system is embedded in non-
cconomic institutions. “This is nat sa for market socicty, Hence market
SOCICTY FCpTescnls a fualitative break with the past, much like the
transtormaton of the caterpillar into the moth.® The system is made
up of a scries of self-regulating markets, and it s co-ordinated by
marketl prices alone:

A Mapker coumomy 5 oan economic syatemn controlled, regulated, and directed by
markels alone; order in the produciion and disiributon of goods s entroseed o
this self-regulating mechanism, Au economy ol this kind derjves from the expecin-
von Lhat human beings behave in such @ Wiy a5 1o achieve maximum qoney
gains. T assumes markets in which the supply of goods lincluding scevices] avail-
able at « definite price will eqqual demand ar that price. It assumes the jresence of
money, which functions as Purchasing power in lhie hands of its own ers, Production

23, Max Wehe:, Frenemy gnd Secieiy (New ¥ orks DBedminister Press, 1H68), p. G35,
4. Emile Thirkheimm, Sndedde {New Yurk: Free Freas, 1951}, pp. B54-56,

25, Polanyi, Ceers Trunsformation, P GE

f6 Polany Great drmfurmarion, P 42,
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will then be controlled by prices, for the profits of those who direct producton
will depend upon them: che distribution of the goods will aise depend upon prives,
for prices form incomes, and. it is with the help of thess mcomes that the Zoods
produced are distobuted amangst the members of socicly, Under these ARFUMmp-
tions order in the produciion and distribution of goods is ensured by prices alone &

It Tollows that there are markeis for all {actors of produclion, including
not only goods, but also laber, land, and money. The prices for these
factors arc respeciively termed commodity prices, wages, rent, and
interest, In market society all meomes derive from sales on the marke £
and incernes will be just sufficient to buy all the gonds produced,

The system as 2 whole rests on the most delicate equilibrium, and it
haz delinite requirements:

Nothing must be aliowed o inhibit the formation of MHATREDS, DO MUSE InComes
be permitted 1o be formed otherwise than through sales. Meither must there be
any interference with ihe adjustment of prices to changed market conditions

whether the prices arc those of goods, labor, T, or money. Hence there must
wot only be markets for all elements of industry, but no measure of policy must
be countenanced that would infleenee the sction of these markets, Neithes price,
nor supply, nor derpand must be fixed or regulated; only such policies and measures
are in order whkich help o cosure the self-regulation ol the marker by Crealing
conditions which make the market 1he only organizing power in the economic
splirere

This implies the institutional separation of suciety into an economic
and political sphere. The political sphere, the state, must not be allowed
o interfere with the normal working of the sclf-regulating market.
Social order 5 thus the unintended and spontancous result of each
individual’s pursuit of his scll-nterest. This is the ideological under-
pinning of the two most important policics of market socicty: [ree
trade and laisser fairc, While a state is necessary in order to keep the
markel sysiem on the tracks—to enforce contracts and keep the peace—
1ts role i more [ully cireumscribed than in any redistribudve society.
The limited role of the state in market socicty represents, for Polanyi,
the system’s tragic faw.

This flaw comes zbout becuse the tumning of Jabor, land, and
moncy into cormmoditics mvariably causes great social unrest:

To aliow the market muechamism to be sole director of the fate of human beings
and their natural environment, indeed, even of the ameunt and use of Prurcissing
power, would result in the demalition of society. For the alleged commodity
*“labor power” cannot be shoved about, used indiseriminately, or even 1ol uhmsed,
without affecting alto the human individuwal who Imppen_s 10 be ihe bearer of thiz

7. Polanyi, Great Transformaiiun, . G,
2B, Polunyi, Cirert Transfommetion, @, 63,
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peculiar commadity, In disposing of 4 man's labar powa the system would, inci-
dentally, dispose of the physical, psyehological, and mocal entily “man™ attached
tao that tag Robbed of the proicetive covering of culiurl matituiions, human
beings would perish from the effects of social cxposure; they would die as the
viclims of acuee social dislocation through vice, perversion, crime and starvation,
Mature would be reduced 1o its element, neighborhioods and landseapes defiled,
rivers polluted, militoy safety jeopardieed, the power to produce food and raw
materdals destroyed. Finadly, the market adminismation of purchasiog power would
petivchically Bauidate business enterprise, for shortages and surfeits of moncy would
prove as disastrous o business as floods in primitive sacicly, Undoubitedly, fabor,
land, and meoney markets are essential to n marked cowmiomy. But ne society could
stand the effects of suel o syscem of criide Getons even for the shorsest sirerch
of Gave tnless i1s human and naieral substance as well a3 its business arganization
was protecied against the ravages ol this satanic mill, @

Thus the state becomes the only instimition capable of preventing
social unrest by intervening m the market place. It alone is capable
of altering the rate of change, of protecting interests made valnerable
by rapidly fluctuating prices.* In elfeet, the state hecomes the guard-
ian of social solidarity in market society. But its very intervention
erodes the sclf-regulating market and moves the economy toward the
redistributive principle and the likelihood of socialism, Market socety
thus ercates a generalized demand for increased state interventon
aganst treating labor, capital, and land as commoditics, 3! Thus the
core of Polanvi’s writique of the invisible-hand theory of social order
had its orimns in nineteen th-century sociological thought, But where
previous theorists couched their analvses at a highly abstract level,
Polanyi was able to marshall compelling new evidence bearing on the
problem. The Great Transformation aims to explain a set of historical
evenis ihat appear anomalous from the peripective of the invisible-
hand theory, namely, the decline of the sclfregulating market in
the twentieth century.

It is true that most proponents of laissex [aire had little to say
about the relatively late devclopment of market institutions in the
course of human history. But it was always plansible, if a 1rifle too
casy, to ascribe their tardy arrival to man's ignorance of the laws
of political cennomy. However, onee these laws had hecome known,
and once states had made them the hasis of their cconomic policies,

M, Pulanvi, Grear Trixsfurmagion, p. 75.

3L Polanyi, Gregr Traniformation, p, 47,

31, Polauyi, Gresr Trensformarion, po. 151-82 If Polanyi were ¢o cast a here in a play
bout mirket sacicty, that hero would bave to be e state. His view of the state i curiously
Rowssemiian: it s=ems ahwayvs to be acting in the prreral welfare, When the Tadors and Stuarts
bruked the pace of il enclosir, they wiere doing so i save the English natdun {see p. 76
The: problem s how Ba tell when the najers are high-tinded and when they are oot
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how then could liberals account Ffor increasing state regulation of
cconomic activity in all twenticth-century societics? The best they
could do was to argue that growing nationalism and class strugple in
the twenticth century promowd a kind of collective irrationzhty
that eventually won the dav.® Bul this was an inconsequential argu-
ment, since the cndre editice of  (heir coahomic theory presumes
ratonzl acton on the part of individuals,

Polanyi bad in cffect located the Achilles heel of the wwisible-hand
theory advecaied by economic liberals. It is ne small wibute to b
that the problems at the frontier of current research are similar to
those he raised twenty-five vears earlier, Why aren’t market mechanisms
always wsed to allocate resources in the most capitalist of societics?™
How can the prevalence of the firm be explained?™ Why docs the
state play such a decisive rale in capitalist economies?™

The self-regulating market svstem, which according to Polanyi
held sway [rom the 1850s until 1914, rested ona tripartite institutional
basis comprised of a competitive labor market, free trade, and the
automatic gold standard, Fach in its own wav is an indicator of the
pervasiveness of market exchange. Polanyi seeks to prove his point
about the inherent volatlity of societes dominated by this principle
ol exchange by showing that pressure arose within such societies to
constrain the free market for labor, to Lnpose protectionist tanffs,
and to withdraw from the automatic gold standard.

A competitive labor market was necessary (o provide an adequate
supply of workers for the rapidly expanding industrial sectors of the
cconomy of metropelitan states. Brilain is taken as the key example,
Previous legislation had tied workers to the land, thus preventing
a market-clearing price for labor, But the relative immobility of labor
was an obstacle to cconomnic development. Onee labor was liberated
from noncconomic obligations it was free to be cmployved where
demand was greatest. Yet for the first time labor also became free to
starve,

No sooner was the competitive labor market created in Britain

32 Palanyi, Hrear Trrsformation, p 144,

35 Odiver Wiliumson, Markeds and fferarchier [Mew York: Free Press, 1975% and Doug.
lass € North, “Strucmre and Ferlormance: The Task of Economnne iistory,™ foumal af Era-
mumic Literoture 16 (Geptember 1995): 069-78,

B4, Armen Alchian aad Hagold M. Dwemsetz, “Froduction, Informaticn Costs and Ecanomie
Urganization, " Amerfcan Econsmiz Revicw 62, o B {1972y 777-95.

55, Vicror F Goldberp, “Regpelation and A dminisiered Cantraces,” Bl fourmal of Eoo-
Romics 7, no, 2 (1976) 426-48; and P 1., Juthow and B G. Nall, “Regalation in Theory and
Fractice: An Cherview," Working Paper ne. %4 { Carnbri dge: Ihpirtment of Figonwaies,
MLT., L978),
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than pressure arose to consoain it. In the Hrst instance this mvedved
agitation for the Factory Acts designed to shorten the working day and
L eliminate the competition of low-priced child labor 3t Other maove.
ments were initaled 10 combat the mstability of camings aml un.
employment thal were the by-products of the free labor market,
To that cnd twade unionism in Britain and warking-cliss politica]
movements un the Continent “sought to destroy [the free labor mar.
ket] and make its existence impossible,”%

The diversity of matters on which social lepislation regulating
coonomic activity was passed 1s impressive, Amony typical acts passed
in Britain were those designed 1o inspeet gas works, to enforce vac.
cimation of workers, ta cutlaw coal mines with single shafts, to protect
chimney sweeps, and to insure that prepared food and drink met
minimum standards of quality. Each of these addressed some prablem
arismg out of maodern industrial conditions “and was aimed at the
:.'rl:"cifl:mrding of some public nterest AN st danpers inherent either
in such conditions, or at any rale, m the market method of dealing
with then, ™48 :

Further, the contention that socil legislation arose as a eSO S
to the sellregulating market is strengthened by the Fact that equivalent
legislation was enacted simultaneously in various countries having
dissimilar economics, political traditions, and ideological conligura-
Lrcans:

Wictorian England anil the Prassiy of Bismarck were poles apart, and both were
very much unlike the Frince of the Third Republic or the Empire of the Liapshuargs.
Yeu each of them pusscd through a period of [res (rade gl faissez-faire, followerd
bv & period of artiliberal legslatinn n regard 1o public healih, factory comlibions,
municipal trading, social insurgnes shipping subsidies, public utilides, trade associa- -
tons, and so on It would be visy 10 prodwce a regular calendar sctiing out the
years in which analogous changes occurmed in the various countries. Waorkmen's
rompelsition was enacted in FEngland in 1880 and 1897, in Germany in 1879,
e Austria in 1E87, in France jn 1RID; fartory inspection was introduced in England
in IR33, in Prassia in 1863, in Austria in 1883 in France in 1874 and 188 3%; munic
tpal rading, including the running of public wilitics, was introduced by Joseph
Chamberlain, a Dissenier and a capitalist, in Birmingham in the 1870%: by the
Catholic “Socialist” and Jewlmiter, Karl Lueger, i the Imperial ¥ienna of the
1890 i German and French municipafities by a variety of local coalitions,

46, Weil | Srselser, Sacie! Change in phe Fndustral Remab fion (Lendon: oo tledge and
hiegan Paul, 1959),

37, Folanyi, reat Tranzformeation, p. 177,

38, Pulanyi, Gregr Trenstorm ciion, p P46, Becauge the deces of s social luynidglation are
not presented in the wwt it i questionable whether to accent thex analvas at face value. If
such baws were enocted before the advent ol the scllsrepulating market syeiem, Polanyi's
caplanation would seem u good dead Jecs CoPvibcing,
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The supparting forces were in same rases viclently reactionary and anti-sncialist
a8 in Viennm, at oller times “radical imperiulist™ ag in Birmingham, or of the
purest liberal hue as with the Frenchman, Fdouvard Herviog, Mavar of Lyons, In
Protestant England, Conservative and Liberal cabiners labored intermittently
the completion of (actory lemsletion. In Cermany, Foman Catholics and Social
Demaocrats took part in its aclievement; in Ausiria, the Church and jes st ikl
Tl supporters; in France, enemies of the Chuich and ardent anticlericals were
responsible for the chactment of almost idengical laws, Thns ander the most varied
slogana, with wery different motivabons a multitude of parties and social strats
put into effect almost exactly the same meamires in 2 series of countries in respeci
i a Large number of complicated subrjecis,

Thus social legislation did not arise from endogenous social conflie:
“objective reasons of 4 stringent nature forced the hands of the egsia-
tors. "4

The second basic principic of market society, [ree trade, was
strongly advocated by Adam Smith as an alternative to previous mer-
cantilist policies, 1t permitied each country to specialize in the produc-
ton of commodities for which it had a comparative advantage. This
involved nothing less than.the creation of an interdependent warld
economy. According to classical ecoonomic theary, the neccessary
COMSEQUENCE WAS an morease in ihe cfficiency and wealth of all coun-
tries partdcipating in the EWstem, Just as in the case of the lubor market,
lree trade had revolutona ry implications. Britain, or cxample, would
have to depend on overseas sources for her [ood supplics as she came
to specialize in industrial production. Only il the grain of all the world
could Tlow [recly to Britain woubd her industries be able to undersell
those of her competitors. But the price for this increased economic
clficiency was the suspension of all legislation protecting home pro-
ducers lrom the effects of lorergn competinon,

For example, raitroad expansion into the periphery and the de-
velopment of steamships permitied cereal production to spread 1o new
territories. Soon Europe was flooded with cheap imported grain, While
this chabled industrialists 1o keep their wage bill down, it naturally
threatened Furopean producers of relatively high-cost cereals, Thus
the grain-producing Central European staies were compeiled. to es.
tablish Corn Laws in order 1o protecl ther peasantry from fluctuations
m world market prices* In contrast, the mhabitanis of the colonjal
areas just beginning to be incorporated into the world economy had
noomeans to protect themsclves from the world markei, for thease

3% Polanyi, Grear Trunrforration, Pi 14748
40 Polaovi, Crear Trans foriaiion, p, 148,
4L Folanvi, Great Trens formatenn, p. L&y,
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i
territorics did not have sovercignty. The colonies were fully exposed
to the vicissitudes of the world market; their weltare suficred cor-
resi:nndingjy.'ﬁ

The depression of 1873-1876 was a major impetus for the enact-
ment of protectionist legislaton in metropolilan countries as well,

By the end of the Depression, Germany bad surrounded herself with protective
tan s, estabilished » gn-ru:r;:.] cartef 0I'E’<1I"I_,:'n‘jl1_i{'|;1l sl an allrpuendd 2ocial snsnrance
gvetem, and was practicing high-pressure colenial polices, Prussianism, which had
breen a pioneer of free made, was evidently as little responsible for the change to
protectionism as 31 was for the introduction of eollectiviem,™ The United States
hat even higher tarifls than ihe Reich and was jugt as “colieciivistic’ in itz own
Way; j_:_ 5|_|_i_15i_|;'|,'|:.td ]n;1|||__3 rallgt; I“;,!i|'n'ﬂ‘,-' hLi”l,iil'Ig i'|.c:'.'|.-'il1,' .|I'|-!'| d:"l.?ft]l.:l].‘n’.‘lﬂ 'I:hl.'! clc'.}ham
tine fonnation of the ousts. Al western countries followed the same trend, ir-
respective of national mentality and hmwr}r.‘ﬂ'

But the import tariffs of one country hampered the exports of another,
forcing it to develop markets in politically unprotected regions or in
the colonies. Protection not eoly interfercd with the sellregulating
market but luid the basis for limperialist rivalries berween great powers.
This was Lo be an important cause of World War I,

Last, free trade also required the establishment of a system of
cxchange that cnabled states with different currencies 1o buy and sell
cach other’s goods. This mechanism was the automatic gold standard.
When a country’s balance of payments was Tavorable, the gald standard
poscd it no problems. But when the value of imports exceeded that of
cxports, adherence to the gold standard led o harmful defladon:

Let us envisage: (e crocial case of anslerring one-sided pavments from woe coun-
try to anather, such as might be cavsed by a shifi in dermand from domestic to
loreign evpes of food -The gold that now has 1o be sent abroad in payment for
the imparted food wonld atherwise be vsed for inland pavmentz, and its sheence
must cause & falling off of domestic sales and a consequent drop in prices. . . .
Lventually, the spread of deflation will reach the exportng firms and thus achieve
the expori surphes which represents “real™ gansler, Bt the harm and damage
caused to the community at large will he much greater than thar which was stricdy
necessary to achdeve such an export surplus. For there are abways firms just shart
of Leing able to export. which meed only the inducement of a slight reduction of
~ensts o ga over the 1ap,” and such o redicetion can be most econamically achieved |
b spreading the deflation thinly over the whoic of the business community.

This precisely was one of the functions of the cencral bank. The broad pressure
of its discount and openamarket palicy forced domestic prices down more o less
equally, and emahled “export-near” firms to resume or increase expors, while
only the least elficient firms would have to liquidate., “Real” transfer would I‘hluf

42, Palanyi, Gree! Trensforsation, . TRI-EE,
4%, Polanyi, Great Transformation, pp. 216-17.
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have been achieved at the cost of a much smaller amount ol distocation than would
have been needed 1o attain the same cxport surplus by the irationg] method of
hapharard and ofien catasirophic shocks transmitted through the narrow channels
of "“transactional deflation.* 4 ; -

Central banking was therefore another mstance of 4 Protective
hedge apainst the sclf regulating market. Tt imposed 4 con Lrally managed
carrency rather than o market-desermined ome. It decided how to
supply credit rather than leting the marker decide. The ceniral bank
becarme a buffer berween the domestic and the international economy,
but as such it tended to interfere with the proper functioning of the
mtemational gold standard, 4

While the function of the gold standard was to provide siable
international exchange rates, afier the Depression of 1929 it became
more imperative to atlain a stable internal currency. From 1931 1o
1956 one after the other of the major capitalist states abandoned the
gold standard, For Polanvyi, renouncing the gold standard was a move
tanlamount to dropping aut of the world economy. Thus was achieved
the ultimate victory of protection aver the selforegulating market,

Now that Polanyi felt he had handily disposed of the invisible-hand

“theory of secial order, he rned his altcntion, rather haphazardly, to
Marxism. The aspeet of Marxism he was most anxious to attack insisis
upon the primacy of class as the universal basis for the development
of group solidarity. This tendency leads the unreflective Marxisi to
assume, almost as a reflex, that every social movement ultirmately rests
on a class basis, In discussing the social base of the varions antiinarket
movements Polanyi asscris that prolectionism was sought by national
coaliions that cut across class lines, Thus both capitalists and workers
in industries threatened by foreipn competition stood to gam by the
establishment of protective (ariffs, %8

In fact, one of the book’ cental contentions is that protectionism,
which almaost always unites individuals in ditferent classes, was much
more pmportant than class-based movements in the nincteenth and
twenticth centuries, While he is not unaware of the whvious imporance
of elass in modern society, Falanyl makes a greater conmibution as-
2 positive throrist of nationalism. For his analysis of the emergenee of
an inicrnational economy suggests thal the major lines of conflict in
the mudem world divide states within (he international system, rather
than classes within the states. The real viclims of the sclf-regulating

#

44, Polanyi, Gread Trmesformanon, P 194-95,
45. Polanvi, fFregt Fraresformuation, p, 195,
6. Folanyi, Greet Transformaion, g 154,
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markel system were national ceonomics, and prolectonism was their
response 1o this threat: %, | | protectionism cverywhere was prodicing
the hard shell of the emerging unit of social life. The new entity was
cast in the natonal mold, but had otherwise widy litle resembilance
ta its predecessors, the casygoing nations of the past. The new crusta
cean type of nation expressed s identity through national token
curtencies safeguarded by a type of sovereignty more jealous and
absolute thun anything known befure, . . . If money now avowedly
ruled the world, thar money was stamped with a national die, ™4
Smee both Marxists and uiilitarians were avowed internatonalists
they were il equipped to eaplain the rising fide of nationalism thar
preceded World War I and the rise of fascism. 18

While many of these ideas are enormonshy i.t:innI[_,-,, the reader should
not be lelt with the impression that Folanyi has proven his puint 1o
any satislactory degree, The work us a whole is characterized by an
cxtremely casual attigde about evidence coupled with the same lack
of hibliographical citation that mars Schumpeter’s Capitalism, Socialism
and Democracy, There is, in addition, a most annoying confusion abeut
proper units of analvsis. Too many times Polanyi speaks of “socicry®
as an actor, recalling the worst excesses of Cooley and whwquﬁnt
group lheorists, * Fortunately, it is not necessary 1o catalogue all of
the bwok's theoretical and methodolngcal shorlcomings, as many
have been capably discussed before, ™

However, one important lacuna in this part of Polanyi’s argument
deserves brief mention here. Previously cited excerpts make it clear
thal a major cause of the anset of profectionism was the world eco-
nomie depression that first occurred in the 1870s and recurred after
1929. It could therefore be argued that depression was responsilde for
the fall of the selfregulating market system, rather than its uiil; tarian
hstitulional artangements. Now there may be a causal link between
market cxchange and the business cvcle {as Marxbts have long held),
but the problem is that Polanyi never draws any such link in his work,
In face, he never discusses the determinants of the business eycle at
all. This & a crdcul gap in his argument, one that leaves its truth
value quite ndeterminate. Yer, it must be admitied m Polanyi’s defense

47, Polanyl, Grent Sransformation, p. 202,

48, This is nat en =upeest, however, that Polanyi had & specific explanaton of the arigine
of Warld War Lor of the rige of facism, ;

A0, Ser Olson, Logic of Collec e Action, pp, 16-22 Far the relevarn it g, !

50, AL M, Sicvers, Hex Marker Lmpetalicre Colighed? 4 Critfguir of Karl Polotyi’s New
Ecunamics [Mew York: Golumlbi University Press, 1949), Srudber dn Histary, Econemics, and
PMublie Law, vol BRY,
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thaj the causes of C!.-L].de wends i the world economy are hardly
undersiood even today.®

Pulanyi was correct to attack economic liberals for their failure
to provide an adequate explanation of the fall of market sociery in
the twenticth cenmury. By trying to demonsmate thal market soclely
was inherently unstable, he raised an u:mha:m-.uuf: objection 1o Ihq
invisible-hand theory of social order.

POLANYT ON INSTITUTIONAL CHANGE:
SPEENHAMLAND AND THE RISE OF MAREET SOCQIETY

That this new set of institutional arrangements conguered the
world in the nineteenth century also rvequires explanation. Polanyi
gives his reasons for the rise of market society as part of his attempt
to demonsirate the inadequacy of the utilitanan theory of ingdiutional
chanpe. The position he attacks is both contractarian and evolution-
ary.’ According to It institulions arise mere or less spontaneously to
meet the demand of potendal constituents for increased welfaxe, If
there is competition beétween two rival institutional orders, the one
that maximizes economic growth has the best chance to survive,’?
Hence utilitarans tended to argue that the scliregulating market
system offered the best available product, that constitents came to
realize its comparative advantages, and that it gradually won the day.
“Their [utilitarian| whole social philosophy hinges on the idea that
laissez-faire [that is, the self-regulating markel system| was a narural
development, while subsequent and-latssez-fiwire legislation was the
result of a purposeful action on the part of the opponents of liberal
principles.”™ Polanyi retorts that the rise of the market was not
something that evolved naturally: on the contrary, it could only he
achicved in the course of acimonious elass struggle. The well-known
discussion of Speenhamiand is the keystone of this argument.

Land and money in England were made into commodities long
belore Iabor. As carly as 1601 the Poor Law decreed that the able-
bodied poor should be put to work to earn their keep, which the
]:‘I"I'I"i'ih—a lill}" social wnit—was ﬂl_‘lppl:tsec. Lay ',:':prv b} Talsln £ the neces-
sary sums out of local raxes or rates. These were to be levied upon ull
houscholds and tenants, according to the rental of the kand or houses
they occupied. Every parish thus had its own provisions for sctding

§1. For a recent discussion of the issuss mised by longterm cycbes of word economic
achivity, see Hewmew, vol, 2, no. 4 (1979),

88 T A Mayek, fow, Legslotion ond Likersy, wol. 2 (Chicege: Uriversity of Chicago
Press, 1976).

53, Polanyi, Giread Transformaiion, p. 141,
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the able-bodied to work, for main laining a poorhouse, lor caring for the
aged and infirm, and for the busial of paupers. To meet these expenses
every parish devised its wwn scale of rates. But the possibility of labor
mobility posed an immediare danger to relatively weal thy parishes,
namely that they would be swamped by professional paupers. To
forcstall this, the Act of Sertlemen L which created “parish serfdom,”
was passed in 1662, This law served to immobilize the rural libor force:

Only with the good will of the local magisrate and the parish ruthorities could a
man stay in any ather but his own home parish; everywhers else e was Lable to
expulsion even though in good standing and emploved. The legal status of the
people was theretore that of freedom and equality subject 1o incisive limitations.
They were equal before the law, and free a8 to ihelr persons. But they wers not
Iree wo chose their eccupations, or those of their children; and they were forccd
te dabur, The two great Elizabethan siiutes wnd the Act of Settlement together
wore a charter of Bberty to rhe common peonle as well as a seal of their disabil-
ities.

Thus since 1662 labar had heen prevented from forming a national
market by legul resurictions on jts physical mobility, Meanwhile, 1w
Industria] Revolution had created a demand for 4 national supplv of
wage laborers. By 1793 industrial intercsts had munaged to repeal the
Act of Settdcinent, and yel thewr desirc for a national labor market
was still being thwarted by another piece of legislation enacied in the
YLIY samc year, (e Speenhamland Law, ;

Speenhamland represented a throwhack lor the paternalistie system
of labor organization as inherifed from the Tudors and Stuares, It
provided subsidies to wages (from the Poor Rates) according to a sliding
scale that vared with the prce of bread, so that a minimum ncome
wis wisured Lo the raeal poor regardless of their earmnings, Under these
circumstances, people in the countryside could make a living by remain-
ing in their purish and doing no work at all. The long-term  con-
sequences of this law were ceonomically disastrous. Speenhamland led
tor rupid declines in Jabor procluciivity (because workers hael no incen.
tive to satisfy their employers, since reliel was available 1o supplement

tiweir income), as well as in the Jevel of wages (because employers could

dedict the amount of welfare payiments from their wage bill). This,

densnward spiral ull imately led to the paupencalion of the countryside.
Why was such a Law passed after the advent of the Industrial Revo-

lution? Because it was in the interest of the rural ruling class:

Squire and parson ruled the villuge, A dam had to e erccied to protect the vil lage

from the flaod of rising wages. Methods had Lo be Tound which would protecs
the rural setding apainst social dislocation, reinforve traditional authority, prevent

34, Pulanyi, Grear Frams formation, pre B7-85,
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the dramming off of rural labor, and raige agnicultur wages without averbardening
the Farrmer. Such a device was (he Speenbamiand Law, Shaved oo the turbulent
waters of the Industrial Fevolution, it was bound te credte an cconomic yortex.
However, its social implications met squarely the sitiation, a2 it was judeed by
the rulieg villaee mleresi—the squire’s, ]

Polanyi treats the fate of Speenhamland as an indicator of the reladive
political power of English manufacturing and agranan classes. I the
law's passage in 1795 meant the squirearchy still had the upper hand,
its repeal in 1854 signaled the political matunny of the industrial

brevinr greecai sies:

The repesl of Specnhamiand was the work of a new class entenng on the histormcal
scene, Uhee muddle classes |_.-.;'.5] of England. Squirearchy could not do the job these
classes were destined 1o perform: the transformation of society into & market
econginy, Dozens of laws were repealed and others enacted before thag rransforma
oon was on the way. The Parliamentary Reform Bill of 18532 disfranchized the
rotien boroughs aod gave power m the Commons onee and for all Lo commoners.
Their fivat grear act of reform was the abolishing of prmhaml.and.ﬁ

To be certain, this IJ:J:‘I.i:'u]nr vicbory was hastened by the ;:t:r-.:usive
misery that the public eve blamed on laws like Speenhamiand,

It is curious thut Polanyi takes the class struggle surrounding the
birth of market society as evidence against an evolutionary conception
of instituitonal change. Since when does evolution occur in the ahsence
of struggle? More fundamentally, while Polanyt offers an alternative
explanation for the dsc of market society, this explanation is ad hoc
rather than prounded in his own theorcteal premises. Market soclety
is seen to be an outgrowth of the complex and cxpensive machinery
of the Industrial Kevolution, Expensive machines do not pay unless
large amounts of a goods are I:rndm'{'d,ﬂ But mass production requires
a guaranteed supply of raw materials necessary to feed the machines.
The best way ol assuting an ample supply of the various factors of
production 1s to create markets for each factor. In the absence of
such markets specialized machine producdon is too risky a venture
Lo i.':l::lﬂlt‘n:l:ll:l e,

But the more complicated industrial productdon became, the more numeros
were e elements of indusicy the sapply of which had (o be saleguarded. Three
of these, of course, were of outitanding impartance: labaor, land, gnd money, In
a ammercisl society ther supsly could be organized in one way onlv: by being
made availuble for purchase. Hence, they wounld have to be orgenized for sale on
the durkel-in other words, as commodities. The extension of the market mech.
.

RE. Polanyi, Creal Trensformation, p. 94,

B, Polanyi, Greal Tronsformalion, p. 101,
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124 POLITICS & SOCIETY

anism 1o the clements of industey—laber, land, and moncy was the inevimhble
comgequenece of the mwoduction of the factory system i 3 commercial EnCiety,
The elements of industry had o b on sale, This was SYnonymous with the demand
for & markel system 58

INow, as it stands, this is a very reasonable argument, The problem
is that Polanyi never explains the determinants of the Industrial Revo-
lution. Why should nenmarket society (and even mercan ilist England
is regarded as a nommarket socicty by Polanyi) produce complex
industrial technology? IT the raison d€tre of reciprocity and redistrilig.
don is to promote social soelidarity rather than gconomic growth, then
the invention of eluborate machinery requiring a svstem of mass pro-
duction for exchange is simply inexplicable from Folanyi’s point of
Wiy,

Since all his polemical ire is directed {oward the sell-regulating
market, his image of a nonmarket suciety ks undouhtedly too rosy,5
It is hard to avoid the conclusion that the rise of the market was made
possible only by shoreomings {ort comlradicuons) inherent Lo the
reciprocal and redistributive principles of socal erganization, But
Folanyi is so cnithusiastic about his cuplanation of the demise of the
market that he never even sces the outlines of this equally lrenchani
probiom.

POLANYYUS THEORLETICAL GoIN] EIBUTION ASSESSEIY

Folanyi's attack on utilitarian social theory was three-pronged,
He argued, [irst, that no theory of action based on irinsic molvation
can explain. differences between individual behaviar jo precapitalist
and capitalist sowicties. This was a charge that seciologists had long
leveled against their invellectual foes. Although the issue remains
controversial, the sociological position—that individual goals {or pref-
crences) are affecied and perhaps cven molded by the actor’s social
context—has gained ground even amaong  ulilitariang  themsehes.®
Trte, by making tis theoretical upparatus more complex this concression
makes it more difficult 1o refute wiilivarian explanations. el ficult
bt nat impessible, and Polanyi’s witique is, on halance, very much
Lrv the point,

Huowever, the same cannol be said of his disenssion of mstitutional
change, By insisting on an histotically grounded approach to the rise

k. Polanvi, fireet Tmmsformalion, p. 73,

59. Popkin, Sacems! Peasane,

60, For i sowssions, see fon Elster, Elvares and the Sinens (Cambridge: Cambeidgp: Univer-
Sy Press, 19790 and, ar o mewe oleme ntary lovel, Anthony Feath, Mepona! Chedee and Socto
fxchamge (Cambrdes: Cum bridee University Press, 1275],
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and fall of the self-regulating market, Polanyi was alle to show how
vapid iz the claim that institutions arise “naturally™ 1o serve sucicey’s
needs. In his account, both the rise and the fall of the self-requlating
market werc determined by the compettive struggle of organized
groups, But there is nothing in this description per sc that challenges
udlitarian logic. Indeed, the story could be told in casentialby similar
terms by most confirmed ulilitadans. Further, Polany?s glorification
of reciprocal and redistribulive institutions begs a fundamental theo-
retical question, If these principles of social organization were so well
designed (o promote the social order, 'why then did they give way,
cven mamentarily, 1o the self-destructive principles of the free market?
Moreover why s the market as pervasive as it is in the modern world?
Is it not more likely that the rise of the self-regulating market was due
to productivity limits, or soctal contradictions, inherent in both recip-
rocal and redistributive types of social organization? Un toriunately the
reader will search in vain for satisfaclory answers to such guestions
in Polanyi’s work. 5

Folanyi's most sigmificant contribution is his hard-hitling critique
af the invisible-hand theory of social order. Propunents of this theory
are at a loss lo cxplain why the heyday of the sell-regulating market
was so short-lived in human history and why, unce estabiished, free
market principles were so readily abandoued by all states in the inter-
national system. If, as Smith, Mill, and their followers maintained,
free market rules are the optimal set of iyl tiona] arraneements, then
why have they been Limited everywhere? Polanyi’s rezsolution of the
issuc is emphatic: the invisible-hand theory must be dead wrong, Not
only are the institutional arcangements of markel society not optimal,
but they are pemicious to buot—f{or no social order can long withstand
the competitive fury that they mvariably unleash.” From this analysis
Polanyi concludes (with Durkheim and Parsons) that if the invisible-
hand theory is invalid, then the utilitadanism from which it is derived

61l New udlitarian approaches to che problem of insdona charge emphasizing trane-
actions costs geay b Found in CLifTard Geertz, “The Bazaar Fromomy: Infarmation ged Search
i Prasant Marketing,” dmerican Ecomomic Revdew, vol, 68 (Fapers and Froveedings, May
1278): Richard A. Potwer, *A Theury of Prirnitive Sowicty, with Special Reforence 10 Law,”
Jowrnal of Lew and Economécs 23 (April 1980): 1-53: and Uougiasa ©, Morth, Structune snd
Champe it Eoongmic Hivlory (New York: Morren, L9K1)

B2. ITow could such a fundarmenially erroneous canception be held by so many repietable
scholars? Polanyi's explunation e that ey were bed 0o eroos by their use of hiclogieal theory
for the swdy of man. Palanvi felt strempdy (in commen with Adam Smick) tha bindogy cannot
pravide an adequate theoseticnl basis [or the development of sodal scienec {we Great Proms.
Sormation, pp. 126-26). Fora compelling argurent to thie effect, sce Elster, [fvises ard the
Ferens, chap, 1. :
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must also be rejecled. In effeet, the haby is to be thrown out wilh the
bath water, I

Betore this conclusion can be accepted, the link between utilitarian-
1sm and the invisible-hand theory of social order must be examined
more closely, That many prominent wdlitarians have held and do stil]
hold to this conception cannat be doubied, A sclect list of such writers
would include .5, Mill, von Mizes, Hayek, Friedman, and Nozick.

However, decper analysis reveals that (he mvisible-hand theory of
sodal order is inconsistent with utilitazian first principles. In fact, the
advocates of the invisible hand theory have misrepresented its uiilitar-
lan hertage. Ironically, if this theary rests on any coherent principles
at all, it rests on sociological ones. Thus debunking the invisible-hand
theory of social order has no logical implications for the general ade-
quacy of udlitaran social theory at all. While this statement cannot he
sufficiently defended within the scope of this paper, the gist of an
argument, more fully developed elsewhere, will be presented to support
my clajm, @ ' _

Recull that the existence of 2 moral element obliging members
1o act according Lo collective stendards of condict, or norms, is the
distinguishing feature of any social order, The more normative com-
pliance a society demands of jis members, and can obtain, the more
ordered it will be. But under what conditions is nonmative compliance
likely 1o be achieved? From ihe perspective of utilitaranism, any
theory of sucial order muost explain why individuals comply with
socictal norms when this compliance interferes with the pursuit of
their own sellish goals. From the individual’s point of view normative
compliance is therefore akin 10 a fax: why should this tax be paid
more readily than any, other?

Part of the answer is that social order is a valued benefit. Sinee it
can only be obtained when the great bulk of members is normatively
constrained, it is in the comman interest of those who desire the
benefits aceruing from social order to live up to their normative oblig-
tons. But this answer violates fandamen lal wiilitavizn assumptions,
Because the social order is public good, the rational actor will frec
nide by not complying with mconvenjent Norms whenever this suits
his fancy. However, if ever vone acted thus, then no stable socia] order
could ever be achicved. Tt follows that if free riding is to be precluded,
any ullitarian model must provide for the cxistence of at least one

6, Michasl Hechrer, “a Theory of Group Solidarity, ™ in Gheice Theersiic Muodeic in
Social Sefence aneh Marketing Appdications, ed, Leigh MeAllister [farernwich, Conm: JAL
Fress, 1981} a volume in the serics Kessarch én Murketing,
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mechanism 1hat monitors the behavior of members to verify their
compliance and another that sces to it that members are revwarded for
normative compliance and punished for noncomplianee. At the socictal
level this mechanism can only be the state, Therefore the state must
have a place In any wiilitarian analysis of social order in market socie-
tics, but what kind of place. must this he?

Even strict proponents of laisses faire acmi that a “minimal™
state has to exist: to cnloroe praperty rights, including contracts, and
all ether rules (because i1 is often in the selfish individual’s interest to
violate them); to detect and punish violators of hese properey rights;
and to provide certain public goods—ranging from the standardization
of weights and measures to the es ublishment of forces for national
defense--that are necessary to promoie the collective welfare but 1hat
no individual or corporate acter is likely to provide on account of the
free rider dilemma, Despite this admission, economic liberais consider
such a statc minimal, the idea being that it merely acts as a referee
among contending players of the game, rather than as g player in jts
own ripghl capable of changing the rules themselves,® Ng minirmal
. Saie has the power to feoulale economic acovily or to transfer re.
sources from one group of constituents to another.

While this kind of minimal state may conceivably exist at that
single point in time when it §s frst cieated, there is little reason to
suppose it will remain a passive refoiee for long. Merely by SEIVINg
its roles as monitor, enforcer of the law, and provider of national
defense, the state gathers considerable resources ond power Lo its
bosom. This tendency is cspecially pronounced in marker socieTics,
whose institutions significanily increase the extent of individual pri-
vacy. The greater the extent of individual privacy, the greater ihe
resources the state must allocate to monitoring, that is, policing,
actvitics. As policing mereases, so docs the concentration of power
i the states grasp. Similarly, to provide for national defense the state
raises military forces for the srotecrion of its borders and its extra.
natiomal interesiz. But by the ssme wken this moncpoly over the
means of violence gives preponderant power to the swte apparatus,
That this power may he employed within state boundaries as wel]
as beyond them should g without saying,

Thus, even if beginning with laissez faire assiunptions, the staie
m its limited role as guarantor of the rales of the gme and upholder
of mational sovereignty is likely to become the reposilory of wvasy

64, James Buchanan, The fomits af Liberty: Betueesn Anarchy and Leviathm {Chicapa:
Usiiversiiy of Chicago Prese, 1973), chap, G. i
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amounts of discretonary power. What is there in uiilitarian theory
to prevent this powerful corporate actor from pursuing s own selfish
interests vis-d-vis the players of the game it is ostensibly refereeing?
Why should the state content 1self with a purely passive role in sociely
when increasingly it has the copacity to act on its own behalf, or on
behalt of atherss, by “interfering” in the cconomy wr by altering the
distribution of income?®®

There can only be two utlitarian arpuments for the cxistence
of social order in the presence of a minimal state, but neither of these
15 sufticient to explain social order in market societies. The first argu-
ment must posit that a society’s institutional arrangements produce
2 situation wherein the individual’s interest always coincides with
that of the socicty as a whele. In J. 8. Mill’s account, this can anly
be brought about by education.” Yet this is a utopian expectation in
market socicly, for the institutions required to make the market
work tend to encourage self-intercated rather than alouistic action.
The second argument admits that men ape Lkely to be self-interested
in all types of socicties, but that in settings where privacy is severely
restricted—as it is i many primitive societes® —the moniloring and
enforcing tasks novmally underraken by the state can be subsumed by
more mfoimal agencies. But apgain this is unlikely 1o oceur in market
socicties hecause their divisions of labor are 2o extensive, on ene hand,
and because their mstitutions foster privacy, on the other. It can only
be concluded that the conception of the minimal state in market
sociely is fundamentally contradictory in utilitarian thought,

65, The rasons why o state may or may not be able w wee this power 1o promote it
selfish inpcecats are analyzed in Margaret Levi, “The Precatory Theary of Rule® Politics ar
socrety, this iasuc, pp. 4341-65, . 3

6E. The happiness which forms the ulilicarian standard of what is tight in conduct i
not ghe apeot's own happiness, bt that of all concerted. As between his own happiness
and ik of cothers, wiilitariacosem requires him to be as strictly impartial s 2 dismterested
aud benevolent speciator, | . o A the mcans of making the neasest approgch to this sdeal
utility would emyoin, first, that ows and social airanpeeenis sboonld place the happiness,
or {as speasing practically it may be called) the interese of every indivicleal, as nearly as
possible in hannooy with the interest of the whale, and secondiy, that education and
opinion, whicl: have so vaet a power over human chameeer, showld s¢ use Uat pRWeT
a5 Lo cslihlish in the mind of every indiidual an idissoluble aseocialinn hetween hia
uwn happincss and the gpood of the whede especially bolween his own happincss and
thee pracgice of such modes of conduel, negative and positive, as regard for the universsl
happines prescribes; 80 thal mae mmly he may be unable to conceive da possibility of
bappiness to himsclf, comsistently with eonduct apposed o the genetal eood, but alsa
that a dircet impuise to prowots te gemeral pood may be in every individual one of the
habitval motives of action, and the sentiments connectsd therewith may fill & large and
prominenl place in every human beings sentient sxistenees.

o B Mill, *Dtilitacienism,™ pp, $18-19 in The D tonares {Mew Youk: Anchar Books, 1973},

7. Pomner, "Theary of Primative Society,' po 4,
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Thus although Polanyi's attack on laisses faire was entircly justilied,
the conclugion that he and other advocates of the sociclogical perspec-
tive drew from the attack was profoundly mistaken. The invisible-hand
theory of social order is, indeed, a mere ulopian ideal for market
socicty, But o argue from this that wtilicoianism is thereby flawed
(and to retreat inlo functonalist analysis on that ACCOUNT) is wrong.
headed, for the invisible-hand theory of social order is not logicully
corsistent with the premisces of v ilitarian thought in the first pldce.

By re-emphasizing the importance of social order in' the study of
political cconomy, Polanyi provided a necessary counterbalance to
social theories that focused exclusively on conditions promoting
cconomic efficiency. From his perspective, the collapse of the gold
standard, the growth of state regulation, and the repeated viciores
of natonalism over internationalism in twenticth-cenwry history,
all represented the solidaristic responses of political units incapable
ot withstanding the fury of the competitive international market, His
work enables us to appreciate the crucial theoretical significance of
protectionism—whether in the economic, politcal, or cultural realms—
. an interdependent world. Yet, by rencuncing wtilitarian analysis
Folanyl was helpless to explain the dynamics of this very phenomenaon
whose imporiance he had so nghtly stressed.® We would do well 1o
profit as much from his errors as he did from those of the Manchester
Schaol liberals who preceded him.

Karl Polanyi’s work has taken on general signilicance bhecause
ustenzsibly it poscs a problem that cannol be answered within the
framework of utilitarian theory, However, this paper has argued that
the failure of laissez faire is much easier 10 undersiand from a urtilitar
ian perspective than its success would have been. Tt may well be that
utilitarianism has serious difficulty cxplaining cermin kinds of social
phenomena, but it has no such difficulty with this ane. Some tlay—
and the sooner the better—the utilitarian paradipm will come crashing
down to be replaced by 2 more adequate social theory, but when that
time comes it will not be for the reasons that Polan vi has advanced,

68 For o promising atltempt toward a uddliaren explanation of protectionism see Tona-
that J. Pmous, Presmre Groups ond Politier fn Anie Bollum Tariffs (Mew York Cobwship
Umiversiey Press, 1977)
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POLANYI, EARL

Karl Polanyi ( 18861564 ), whose concepi of sub-
stantive economics did much toward integrating the
study of economics with that of society more gen-
erdlly, was born in Vienna and grew up in Buda-
pest. He studied law and philosophy in Badapest
and later, for a short while, practiced at the bar.
In 1508 he helped found the Galilei circle, a center
of the intellectwal ferment that provided Hungary
with its liberal and socialist leadership during and
after World War 1 and that was to remain effective
as a spiritual influence for a long time. After mili-
tary service, Polanyi moved o Vienna, where in
1920 he met his wife, Ilona Duczyiiska, who had
played a distinguished role in the Hungarian revo-
lution of 1918. He became foreign editor of the
Osterreichische Volkswirt, then Austria’s leading
economic publication, comparable in scope to the
London Economist. Although he never belonged to
any political party, he considered the socialist ex-

periment that took place in Vienna between the
two world wars to be “one of the high points of
western civilization.” With the rise of fascism he
lost his post and, foreseeing the FEuropean cata-
clysm, moved to Fngland. There he earned his
living lecturing for the Workers' Educational As-
soclation as an extramural tutor for Oxford Uni-
veraity: he traveled and held classes in the small
towns of Sussex and Kent. In 1940 he was invited
by the International Institute of Education to give
lectures on the international situation in colleges
throughout the United States.

Between 1940 and 1943 he held the post of
resident scholar at Bennington College in Ver-
mont, and there he wrote the first of his two
principal books, The Great Transformation (1944),
He went hack to England but returned to the
United States in 1947 to become visiting professor
of economics at Columbla University, a post he
held until his retirement in 1853, In the years that
followed, he lived part of the time in New York
and part of the time at hiz little house in Pickering,
Ontario. He continued his research in collabora-
tion with a group of younger scholars working in
the fields of ecomomics, anthropelogy, history,
and seciclogy. Together they wrote a symposium
volume, Trade and Market in the Early Empires
{Polanyi et al, 19577,

Folanyi's last years, when he was in his seven-
ties, were extraordinarily productive. His work
culminated in a study of the cconomic anthro-
pology of the west African kingdom of Dahomey
during the cighteenth century, posthumously pub-
lished as Dahomey and the Slave Trade (1966).
He also helped hiz wife and a number of Ca-
nadian poets with the preparation of an anthology
of Hungarian writng covering the period 1930
to 1856 (see Duczyiiska & Polanyi 1963). His
major concern during his last years was the pres-
ervation of world peace. All his efforts were bent
on [ounding an intermational journal for the
comparative study of economics and politics that
was 1o serve the cause of peace. Under the dis-
tinguished intermational sponsorship of Ragnar
Frisch, P, C. Mahalanobis, Gurmmar Myrdal, Joan
Robinson, Hans Thirring, and others, Co-sxistence
was founded. Polanyi lived to see the first issue
through the press; he was buried on the day the
first copies appeared.

Substantive and formal economies. The core of
Polanyi’s scholarly weork was the stody of the place
of the economy in society—the relatonship be-
tween the arrangements for the production and
acquisition of goods, on the one hand, and kinship,
religion, and other forms of organization and cul-




ture, on the other. Since the study of these relation-
ships transcends modern economic theory, Polanyi
suggested that it be desipnated substantive eco-
nomics to distinguish it from formal economics.
His point was that the word “economic” is used
in two very different senses, which must be borne
in mind to avoid perceiving all economies—primi-
tive and archaic especially—simply as crude vari-
ants of modern industrial ones,

“Economic” in the substantive scnse is used by
Polanyi as a synonym for “material.” For example,
when anthropologists talk about the economic as-
pects of primitive society, they simply mean the
arrangements for acquiring, producing, or using
material items or services for individual or com-
munity purposes. According (o this meaning of
the term, all societies, whatever their size, fech-
nology, or political structure, have an “economic”
system—that is, structured arrangements for the
provision of livelihcod. In the formal sense, “eco-
rnomic” means to “economize” ot to be “econommnical”
—to choose among alternatives for the purpose
of maximizing ocutput, profit, or gain in exchange;
or to minimize the cost of producing something,
within the context of material “scarcity,” relative
to what the econormist calls the demand.

In the capitalist, market-inteprated econoemy
and in conventional economic theory, the two
meanings of “economic” are fused, since in capi-
talism the market Institutions serve both to pro-
vide the material means of cxistence and to en-
force economizing activities on the participants:
to earn their livelihood people must abide by the
rules of the market. Economic theory reflects this
separation of the economy [rom other social in-
stitutions by making market transactions almost
its sole concern; it has thus become essentially a
theory of valuations—of prices and their mutuoal
interdependence. The market economy, however,
is a very special case, historically and anthropo-
logically. Preindustrial societies frequently have
economies in which the structured mode of pro-
viding the means of existence does not consist of
economizing institutions. Pelanyi’s reason for dif-
terentiating the two meanings of “cconomic” was
to avoid what he called the “economic prejudice”—
that is, the perception of all economies (includ-
ing the primitive and the archaic) as variants of
modern industrial ones, and the translation of all
economic institutions inte market-cconomizing
terms. He sought conceptual categorics which
would permit both the analysis of the relation of
cconomic to social organization and the direct
comparison of cconomies.

By confining itsclf to market phenomena, he
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felt, economic theory has become inadequate in two
wayvs: it has removed from its ambit the social
organization which links the economy to the cul-
tural, psychological, and political structure of so-
ciety; and by its exclusive concern with industrial
capitalism, it has forced the analysis of other so-
cieties into a conceptual framework—In modern
terminalogy one would say “model”—that does not
fit them,

Modes of organiring economies. Polanyi's anal-
ysis of the uses of money, the forms of external
trade, and the role of markets in different ecoh-
omies illustrates how devices that are superficially
gimilar, such as money and foreign trade, have
different functions in market and nonmarket econ-
omies: the fact that both the Soviet and American
ecomomies make use of money, foreign trade,
markets, and trade unions does not mean that
either these institutions or their underlying organ-
ization arc the same. This is also truc of the struc-
ture and function of money, markets, and loreign
trade in primitive and archaic economies.

The problem of the place of the economy in
society is the main topic of Polanyi's two principal
books: The Great Transformation (19447, which
deals primarily with contemporary sociely, and
Trade and Market in the Early Ewmpires { Polanyi et
al. 1957). which deals chiefly with primitive and
archale socteties and their remnants. In the latter
book Polanyi created a conceptual framework for
analyzing preindustrial societies in which markets
had little significance.

In hiz view the market ecomomy is only one of
the three historical modes of organizing econ-
omies; the others are reciprocity and redistribution.
Polanyi did not comsider his types as evolutionary
stages, although some did develop earlier than
others, Nor are the types mutually exclusive: in
any economy two, and sometimes three, of the
tvpes of transactlons are usually present, although
one type tends to be dominant. In politically cen-
tralized primitive societies, such as the Bantu, and
in archaic societies—such as the Inca, the Nupe of
NMigeria, eighteenth-century Dahomey, the indige-
nous kingdoms of east and south Africa, and the
pre-Christian Middle East— redistribution wasz the
dominant pattern of integration {or transactional
mede), but gift giving and market transactions
were frequently present. In some economies such
as those of the Tiv and the Trobriand Tslanders,
where reciprocity was the dominant mode of trans-
action, petty markets were present as well.

Planning and freedom. Polanyi first encoun-
tered the problem of the relationship of the econ-
omy to society when studying the British indus-
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trial revolution: this revoludon appeared to him
not only to multdply man= wealth but also to
threaten the very fabric of society. Polanyi argued
in The Great Trunsformation that a laissez-Taire
capitalistic market economy is not socially viable.
The attempt to make the fear of hunger and the
quest for profit the governing motives of the econ-
omy is socially divisive and humanly destructive.
The Euvropean and American upheavals of the
19205 and 1930s—communism, fascism, and the
Mew Deal—were emergency transformations of
market societles which had become ecomomically
and socially intolerahle.

Polanyi's theoretical work never failed to he in-
formed by his desire to solve what he considered
the crucial problem of modern society: How can
society regain control over the forces of the econ-
omy that were relegated to the autonomous market
during the industrial revolution without abandon-
ing freedom? Modern society, in his view, is to
some extent compelled to compel, and he wished
to distinguish the cconomic realms that require
planning and control from the cultural spheres
that require freedom. Polanyi thus held a modified
soclalist position, in antithesis to the economic de-
terminism of both the orthodox left and the Miscs—
Hayek school, both of which are based on the
same premise, although they prognosticate dia-
metrically opposed outcomes.

Even the wide range of Polanyi’s wrilings hardly
reflects the enormous breadth of his interests in
the humanities, in arts and lelters, and in the his-
tory of the day. It was his custom at the end of a
day's work to discuss political events with friends
and collaborators, and it was in these informal
conversations that the astounding analvtical and,
at times, prophetic power of hiz unorthodoxy re-
vealed itzelf most fully.

Hans ZriseL

[See also ECONOMY AND SOCIETY; TRADE AND MARKETS, |
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LOOKING BACK ON
THE GREAT TRANSFORMATION

EY MARIA SZECSI

Oy in recent years has Karl Polanvi's The Great Trans-
farmatien reached Enrope—in French, Italian, and at long last
in a German translation. Thus one of the seminal books written
by an Austro-Hungarian economist and socialist, first published
in English in 1344, often mentioned among the hundred most
unportant books of the twentieth century, is beginning to re-
ceive serious attention in the countries whose spiritual heritage
and political expericnee decisively shaped its message. Though
Folanyi’s cutlook docs not fit into any of the hoxes which bear
the label of one of the more fashionable currents of contempo-
rary Marxist criticism, he may still have an impartant contribu-
tion ro make to the perennial debate within the Marxian
“probilematic.”” As therc are signs that the post-Marxian renais-
sance of the sixtics and seventies is in danger of exhausting itself
once more in scholastic quibbles, this may be the right time for
a reappraisal of his most influential, work,

e e s

Maria Bzecsi is connecied with the Economic Hesearch Department
of the Wienna Chamber of Lalar and edits its guartecly journal Wirtrchoft
und Cesellschaft. The present article is a revised version of a paper first
pullished in number 4 {1977) of that journal,
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THE GREAT TRANSFORMATION L
o

11

T'he Great Transformation® is an attempt to link the break-
down of the cconomic and political institutions of nincteenthe
century liberal democracy in the Great Crisis of the thirtics to a
profound, anthropologically founded critique of capitalist society
and of the ideas underlying the madel of the sclf-regulating
market, In [act the problems connected with the origin and
functioning of markets and the general structural principles of
non-market economics remained Polanyi’s chicf interest as a
scholar. It is in this field that in the course of time he made
many important contributions to what has come te be called
economic anthropology, bringing an cnormous amount of re-
search 1o bear upon the role of markets, exchange, and money in
primitive and archaic cultures, especially African tribal cul-
tures.** While he later formalized and refined most of the
analytical concepts first used in The Great Transformation, he
never substantially departed from the more general views of the
nature of the social prucess contained in this book. \

Unlike Marx, with whom he shared his moral ;uluhmm:ncc__-‘[ A
of capitalism as well as the conviction that it will have to give
way to some form of socialism, Polanyi placed in the center
of his critique not the capitalist process of production and
'{';kj-:llpil;tion as producer of mass misery, but the market mechan-
ism as producer of social dislocation, Again unlike Marx, he 714
secs the causes of the necessary failure of capitalism not in the L4
ecotiomic laws of motion of capitalist production, but in the
incompatibility of pure market relations with the basic needs of
sociely ar @ whole, In his words: '

Ohur thesis is that the idea of a sclf-adjusting market implied a

statk utopia. Such an institution could not exist for any length of
time without annihilating the human and natural substance of

* Originally published under the title Origin of Qur Time—The Gread
Transformation {London, 1944 ), Citations are Trom the Bracon paperhack
edition (entitled The Grear Transformation: The Pelivical end Economic
Origins of Our Time), scventh printing (1967).

** See especially Karl Polanyi and Harry W. Pearson (eds ), Frade
and Market in the Euwrly Empirves (Glencoe, IU1, 1957); Karl Polanyi,
Primitive, Archeic ond Modern Economies (Mew Yaork, 1968); and
Dahowey and the Slave Trade {University of Washington Press, 1966),
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society; it would have physically destroyed man and transformed
his suroundings into a wilderness. Inevitably, society took meas-
ures to protect itself, bul whatever measures 1t took impaired the
sell-regulation of the market, disorganized industrial life, and
thus endangered society in yet another way. It was this dilemma
which forced the development of the market system into a definite
groove and finally disrupted the social organization based upon

it. (p- 3)

As can be scen from this, Polanyi regards the contradictory
tendencies which spring from the necessity of stale interven-
tion to miligate the sacial evils caused by the dysfunclionalities
. of the market system as a constituent element of capitalist de-
| velopment and not, as much current Marxist theory will have
I at, as a distinctive feature of “late capitalism™ in its state-
‘monopolistic stage. A more important point of difference, how-
cver, concerns the motivation hehind state intervention. For

Polanyi, this activity is a sort of social sell-defensc resulting
from various interests, but carried by genuine “countervailing
forces,” responding to real social needs, whereas in the state-
monopolistic interpretation all 1ypes of intervention are derived
from the “logic” of the capitalist process itself. We will come
back to this question later. But even at this point it might be
well to remember an often forgetten pronouncement of Marx
“who called the introduction of the ten-hour day a “victory of
. the political economy of the working class over the political
_ economy of the bourgeoisic™—a statement more closely related
to what Polanyi had in mind than to a straightforward Leninist
analysis.

Since all of Polanyi’s views hinge on his understanding of
the uniqueness of the modern market economy, a few remarks
on his basic concepts are a necessary introduction to his thought.
As a convinced “substantivist” {in contradistinction to formal
cconomics ), he regarded the economy as an “instituted process”
whereby people in all societies and cultures gain their liveli-
hood, Markets have a very long history as part of this process,
reaching far back into primitive cultures; but in all cconomies
previous to modern capitalism they were regulated by, and
subordinated to, the dominant structural features of the social
system. Thus “non-market cconomies” are not economics with-
gut markets, they arc economies where existing markets do not




byl Rk

THE GREAT TRANSFORMATION : ar

regulate prices and allocation, therefore society’s livelihood does
not depend an them. “Reciprocity” (the obligatory exchange
of gifts) and “redistribution” {tlow of payments—taxrs, dues,
tribute—toward and out of central authority) are the two chict
integrative modes of transaction that can be identified in all
pre-capitalist socictics, characterized by the fact that exchanges
arc an expression of social obligation. The decisive step to a
market cconomy is taken only when land, labor, and money, in
Polanyi’s cycs “‘guite obriously not commodities” because not
produced for sale, are subjected to regulation by the ‘market
mechanism. Classical eeonomics, he contends, needed this fice
titious ranstruction of the commaodity character of the so-called
factors of production as an essentinl component of a theory
justifying -cconomic liberalism, But it folinws that Marx, oo,
allowed himsell to be led astray by this fiction when he made
the scarch for a measure of the “value of labor power”—which
would be an cxact equivalent of the value of commoditics—a
starting point of his inguiry, Though in this sketchy form
the point is not further claborated in The Great Transformation
—the areument may not he quite convincing as a refutation of
the labar theory of valuc, ane might casily agree that it points
straight at one of the weakest points in this theory.

I

The conviction that an ceconomic order of the special type
developed in nincteenth-century Western civilization was an
absolutely uaique experience in hitteiy informs and guides all
of Polanvi's work., Bul the concept is not used in the more
or less trivial sense in which every historical phenomenon is
unigue: Polanyi's concern is rather with a special case, a case
of “extreme uniqueness,” as he expresses it in his plastic lan-
guage, referring both to the actual institutions of a world-marker
ceonomy and to the cconomic ideology ro which it gave rise.
The pivot around which he builds up thes analvsis is the dis-
tiction between “embedded” and Mdisembedded” cconomies.
All previous modes of cconomic organization were, so the argu-
ment runs, embedded in the secial system as o whole, Clearly,
centrally planned cconomivs alke would belong to the “em-
bedded” type. Only and exclusively in modern capitalism can

oh s e
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we speak of an “ecomomic sphere” separated outl irom the
totality of the social process, that is to say, “disembedded.” And
only in this context could the idea take hold, entirely unwar-
ranted by fact as Polanyi believed, that human actions are
esscntially determined by economic motives or guided by eco-
nomic interest. Never being one to limit himsell to cautiously
circumscribed statements, Polanyi put this thesis as strongly as
possible:

The outstanding discovery of recent historical and anthro-
pological rescarch is that man’s economy, as a rule, is submnerged
in Lis socia) relationships. He does not act so as to safeguard his
individual interest in the possession of material goods; he acts so
as to sefepuard his social standing, his social claims, his social
assets, 11e valucs material goods omly insofar as they serve this
end. Meither the precess of production nor that of distribution is
linked to specific econemic interests attached to the possession of
goads; but every single step in that process is geared to a number
of social interests which eventually ensure that the required step
be taken. These uiterests will he very different in a small hunting
or fishing community from those in a vast despolic society, but in
either case the economic system will be run on [10H-ECOTOMIC
motives. (p. 6] et

From this starting point. Polanyi develops a fundamental
critique of classical or “formal”™ ceonoimics, not going into tech-
nical detail, but attacking its basic psychological asswnptions—

homo oeconsmicus. Smith’s “natural tendency to truck and

barter,” and afl that, Much of this criticism runs along the lines
which in recent years have become familiar in the writings of
radical political cconomists in Europe as well as in the United
States. Nevertheless it is still worth reading, not only because of
Polanyi’s distinctive siyle of reasoning, bui also because of the
rich anthrapological evidence which he presents in support of
his arguments. Most vehemently he rejects the notion that all
exchanges of goods and services can he interpreted within a
model of market transactions, pointing oul that simular COONMINIC
devices {money, trade, division of labor} can play entirely dif-
Jevent social and economic voles in differently organized sacieties.

Apart from its inmediate application to the critique of
economic theory, the uniquencss thesis has yet another, broader
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aspect, Tt is also directed against any kind of economic de-
terminism, charactcrized as a mere “‘delusion created by the
market cconomy.” Not that Polanyi denies that capitalist so-
ciety is determined by the necessities of the cconomic system;
on the contrary, he insists that this is the case. But this par-
~ticular relation between cconomy and society is regarded as a
(" distinctive feature of a civilization which has allowed its eco-
\ nomic system to become “disembedded,” whereas in “embed-
9 ded” cconomies the controlling structural fcatures are generally
L..Imn-umnc:umic. Quite abviously, thesc remarks are addressed to
Marxism as reccived and interpreted in the classical tradition.
Today, with the appearance of so many ever more subtle Vorslons

of the materialist interpretation of history—sn subtle in fact that

of the farmerly dominating catcgorics linked to the base super-
structure paradigm not much mare is left than the famous grin of
the Cheshire cat—it might not be too difficult to reconcile this
_—view with one or the othier of the neo-Marxist schools which have
[ proliferated in the postwar years. The closest connection of
||I Polanyi's view is evidently to Freach Marxist structuralism which
{ tends to widen the concepl of “mode of production™ to include
| much that has been formerly thought of as part of the “super-
| structure.”™ Uncagy concern with the same problem can be dis-
cerned in the distinction introduced by some Marxists hetween
“Jetermining” and Uominating” modes of preduction, or in
the preferential use of the concept of “social formation™ in con-
crete historical analyses of pre- and nan-capitalist socictics, All
this shows increasing awareness of a puzzling “hreak™ in history
with the rise of capitalism, rendering invalid any account of
the historical process which postulates successive stages follow-
ing logically fram cach other in a linear ascending movement.
On the other hand, Polanyl, to my mind, certainly aver-

states his point when he attacks not only “cconomic determin-
ism™ but denies that there is any specific interest of peaple
the wuse and posieston of malerial moods aside from their cultural
significance. Though it is true that a culiural component cniers
inwo any, cven the most basic, acts of satislying human wanls,
the growth of material wants and hence of productive powers
docs seem to be a constant in history which can hardly be cx-
plained without rccourse to & basic drive cmbedded in the
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motivational structure of human beings. Polanyi offers no theory
which would satisfactorily answer this question.

v

The Great Transformation is not easy reading because all
of its broad socio-philesophical, anthropological, and sociological
propositions are intermingled with and developed out of a
histarical narrative which, though it centers on the Industrial
Revolunion in England, leads on to the rise of fascism and the
oubreak of the Second World War.

In the central chapters on the rise of industrial capitalism
in England the reader will find one of the most incisive and
compassionate accounts of the vast suffering caused by the
uprooting of the great mass of rural workers who were driven
into the “satanic mills” of the new manufacturing plants, being
denicd the last vestiges of human dignity and robbed, as Polanyi
says, of the “protection of all specifically human-cultural
institutions.”

v
In singling out the artificial creation of a labor market—a
procedure which he aptly calls a “vivisection on the living body
of socicty”—as the essential pr{tn:qu_ﬁi_ti: [or the establishment
of capitalism he finds himseli entirely in agrecment with Marx

{who first pointed to the significance of this process of “*primi- !

tive accumulation™). With the creation ef the “fictitious com-

modity”? labor the declsive step was taken toward “discm-

bedding” the cconamy, tearing it from its social roots. In dis-
cussing the process by which this was brought about, Polanyi
aceords eminent lmportance, nNext to the enclosure movement,
to the changes in poor laws. Most prominenty he places the
dehate ahout the Speenhamland Act at the center of attention.

This act, it will be remembered by students of the period,
was in foree from 1795 to 1830, it provided for relief pavments
at subsistenee level to the poar, where necessary cven in the form
of wage subsicies, It need hardly be explained why this prin-
ciple—clearly having disincentive effcets—was heavily attacked
by the liberal economists, even though it was not displeasing to
the manufacturers, In fact Polanyi thinks that only with its
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final abolition and replacement by a return to the Elizabethan
workhouse principle was the way cleared for the establishment
of an cHective labor market. It may be a matter of disputc
whether he overestimated the actual cffect of the Speenhamland
system in relarding labor market formation, for this market was
already pretty well developed at the time of the repeal. But his
main concern here was not with questions of dating but rather
with the role of this controversy in the fruition of the liberal-
utilitarian économic creed. Now for the first time the night of
human heings ta subsistence was being denied on intellectual
gmunds, thc dgulrln{. of usms; hungcr as th{' wh.p to LIlel':I'EL-

f‘nt!rc]}-‘ ummtumi” in th{.‘ scnse of rutmmg counter to a neces-
sary clement of social existence. IHence the attempt to enforce
it could only bring about a vast amount of suffering and con-
flict, but it could not really succeed.

This brings us to the sccond theme dealt with in this same
historical setting, ie., the beginnings of the “countermovement™
of socicty against the devastations of the market mechanism.
The most important points here are naturally factory laws and
social legislation, bat in addition a great many rules and regula-
tions for the purpose of consumer protection as well as restric-
tions on the use and sale of land are cited. Paradoxically, so
Polanyi argues, laissez faire was a “planned undertaking™ sup-
ported by an unquestioned theory, while on the contrary the
acts of social self-defense, or social protection, were unplanned,
spontancous, reactive moves against the play of market forces.

The commaen interest of socicty looms large in the discussion
of these measures (whose rcal importance may be debatable),
so large indeed that it reveals a view of society eoming close
to organicist theonies generally associated with conservalive so- —
cial philosophies. Yet Polanyi does not deny the decisive role of |
classes and class struggles in bringing about the remedics necded
by society; rather he proposes to analyze their historical mean-
ing under the aspect of their function as a vehicle of peneral
interests transcending class lines and in most cases transcending
the threshold of class consciousness. In his own words:
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The emphasis on class is important. The' services to society
performed by the landed, the middle, and the working classes
shaped the whole social history of the nineteenth century. Their
part was cut out for them by their being available for the discharge
of varivus functions that derived from the total situation of sociecy.

{p. 133)
And further:

Actually, class interests offer only a limited explanation of
long-run movements in society. The fate of classes is much more
often determined by the needs of saciety than the fate of society
is determined by the needs of classes. (p. 152) -

It would go far heyond the scope of a short review to try
to discuss in all its ramifications the vast controversial subject
opened up by this vnorthodox statement. Yet, however much
one may chject, one would do well not to dismiss it entircly.
We are, after all, faced today with a wholly unorthodox situa-
tion, bringing to the fore any number of problems evidently
transcending tracitional class lines, within the industrial so-
cietics as well as in their relations w0 the “periphery.” The
questions raised by the prospect of physical limits to growth, of
ccological breakdowns, of redistribution on a world scale, are
all of a nature which may be more fruitfully analyzed in the
light of Polanyi's suggestions than with the help of a theory
nailed down firmly to the profit interest.

VI

Drawing together the threads of Polanyi’s story enables us

to sce clearly the causes of the inevitable collapse of nincteenth-

century civilization, This whole civilization rested, in Polanyl's

/ view, on the four pillars of free trade and the gold standard in

| the economic domain, and the liberal state and the “balance of
| _power” in the political, all four stemming from the “common |
- matrix” of the market mechanism and based on international -

finance capital. Contrary to Lenin and Luxembarg, for Polanyi

finance capital was nat the motor behind the forces driving to-

ward a general imperialist war, but was eminently interesied in

meaintaining the “hundred years' peace” between the (real

||/ Powers, while fostering most of the local wars of the peried, The

entire structure was brought down—as indicated in the passage
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quoted at the beginning of this article—by the imsoluble con-
tradiction between increasingly necessary mcasurcs of protee-
tionist statc interventionism and the functioning of these insti-
tutions, which were restricted but could not be replaced by
these measures, The process came to a climax in the Great
Crisis of the thirtics, the end of the system being signaled by the
gimultaneous victory of fascism in Germany and the abandon-
mert of the gold standard by England. At this point began the
“nrldumdc:ﬂgvﬂlutmn. the “great transformation™ which gives
the hnak its title, aiming at somehow citliing the industrial sys-
tem loose from a‘he mar#e! mechantsm, The fascist solution of
ﬂri,nulu-cd state capitalism, the Sovict solution of central plan-
ml:l.l;T and the American New Drcal—-these were altcrnative and
] m 'limt ECHISE fumnmml.y f_qun:x[mt answers 1o thr same ha.ﬂr

- 1mp|::ﬁf_ the markrt utﬂ|:|1.1 on a n"[d.l: Ltmnt ‘social rl::l]ll'.‘r -
It goes without saying that they were not, for Polanyi,
coually desirable answers morally. Neither did he see in the
New Deal—this was written in the 1940s-—more than a hope-
ful beginning of a new consciousness of what he considered the
neécessary task, Le., to control the destructivity of fndustrialism’
for the human and na:um! environmen! and to remove_land,
labor, and rmoney from rrgul.ltmn by markets: “Jf industrialism
it not to extinguith the human race il must be subordinated to
human nature” (p. 249
I'he second great task he saw in the preservation of free- g
demn, together with the social control of the economy. Unlike
‘mest Marxists, he refused to base his hopes for a free and |
socialist socicty on the vision of the “withering away of the
state,” ar the rise of the “new man,” in a perfect communist |
commonwealth, These ideas he regarded as “moral illusionism®
and, as such, invalid for the shaping of a viable political and
moral erspu;lhrL For power and compulsion® he held to be
decply rooted in social Teality, to be accepted —like death—as
a part of the human condition. But where there is power, there
also is—Acton's famous dictum—the temptation to abuse it.
'Hence freedom can be safeguarded only if the civil rights and
liberties which are a heritape of liberalism are salvaped from -
the debris of liberal economics. In the concluding passages in
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which Polanyi affirms his deep attachment to this heritage, “an
almost automatic by-product” of the detested market economy,
he certainly had in mind not only fascism but also the Soviet
Union whose experiment in planning he fully approved while
deeply regretting its political course.

VII

In looking back almost a half century later on a book
written under the direct impact of the Great Crisis of the
thirtics, it is neither uscful nor fair to harp on judgments not
borne out by the later course of historical events. As far as
the Western world was concerned, the “Great Transformation”
which Palanyi thought had occurred was not as thorough as he
believed it to he; the postwar revival of a capitalist world market
based on liberalized trade and even on a half-way gold stand-
ard belic his premature obituary for these institutions. Also
there is a conspicuous absence in his analysis of the phenomena
arising specifically fiom monopely power, a weakness apparent-
Iv resulting from his preoccupation with the market as such.
Yet in other ways he saw further than many Marxists writing
in his day with their eyes fixed on the “final and ultimate crisis”
of capitalism which could only give way to socialism. Against
this view the importance which he attached to New Deal ar
Keynesian types of state interventionist activity as a social sta-
bilizer proved a superior guide to the fate of the world in the
next quarter century, But if he erred in pre-dating the final
death of the market system, the present-day crisis of Western
capitalism—and indeed of Western society as a4 whole—can
casily be described in terms of his analysis of the breakdown of
prewar society: once more, one could say, though on a much
higher level of state interventionist capacity, the basic institu-
tions of the {Western) world economic system are being under-
mined preciscly by the measures taken to keep it functioning
and without which it could net function at all.

On the theoretical level one should not look to The Greai
Transformation for an elaborate analytical framework to he
compared with Marxism, but rather for fresh approaches to old

" questions, for a wealth of [ruitful suggestions springing from a

broad sociological imagination, It was this capacity for imagina-
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tion which cnabled Polanyi to foresce in 2 period wholly

aware of this question  the {“}..I‘itf‘I'IEJEII f_numnmf_ntal dﬁ.ngcri
which an uncontrolled industrialism could hr!ng wﬂh it. With
the apt farmula “habitat versus improvement™ he put his finger
an a pmblumltm which only in the sixtics and seventics began
to loom large in the conflicts shaking Western socicty. “Habi-
tat" he understood to embrace the habitability of the nafural
environment as well as the sceurity of individuals in their socio-
cultural environment, ic, the “r]u,dn} of life”; by “improve-
ment” he meant simply pmdu:t:wn eeanomic L,rmwth Hence
his emphasis on the necessity af social control of industrial tech-
nologies rather than on thi: fight against poverty, which was
foremast in the minds of socialists—whether democratic or com-

munist-—-at the time. A great deal of what Polanyi said in this |

connection anticipates the concerns of the “neo-Marxist” Frank-
furt school and more generally of the intcllectual movement
that hecame known in the late fiftics as “socialist hormanisom.™

From these thinkers Polanyi differs markedly, however, in
his_decided rojulmn of what he considered to be the utopian

idilam’ of helic ving all social evils 1o be eradicable in some future

socicty. With a startling quotalion from Robert Owen—the Tast
thinker one could expect 10 find cited as a witness against
utopiun thinking-~he heavily underscores this [mm[ at the very
cnd of the book: “Should any causes of evil be irremovahle l;n.-
the new powers which men are about to acquire, they will know
that they are necessary anel unavoidable evils; and childish, un-
availing mmp].unm will cease to be made.” (p. 258}

This should not be taken as a counsel of resignation. Rather
it was Polanvi’s conviction that acceptance of recestary social
evils—that is, power and compulsion—is a source of strength
and wisdom in combating the unnecessary evils. At the same
time, he feared that hopes too highly strung mav blur our vision.
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NINE STAGES I THE DEVELOPMENT OF X. FOLAKYI!S THQUGHT

U

1. (1909 article) Marxict socialiem is a misleading vision: the ideals of
sopialism will te betrayed by the working class: the result will be fascism.

2. (1923 article) Sociazlist prices must reflect soeial aspirations as well as
utilitye.

3. (After the coming of Fascism) Fascism regards soclalism as 1ts enemy because
socizlism as 2n idea is a new manifeslation of Christian aspirationg.

L. (The Great Tranaformziion): the idea of a self-regulating market syatem is
& utopia,

Se (Commentary article, and ardition to G.T.) The alternative wview of industrial
society must center on the recognition of the reality of power and the "reoality
of society" in a technological civilization, that is the everpresent possibility
of eternal dammation. This, howsver, like the rewvelation of death and the
revelation of the possibility of etermal dammation, musl be a source of greater
productivencss in the pessibility of overcaming this prospect, which stems

from the uncertainty of the limits involved.

6o (Trade and the Market) Instead ol an appreach to motivatiens in the analysis
o ihe institubional basis of empirical economies, one should approach it
throngh the concept of operational definitions of individual elements, but

“ultimaiely in berms of a substantive definition of the sconomy resting on
the poneept of instituted behaviours

7. ("The Hew West") The West must cease to identify itself with ecepitalism and
(7) with power polities in Lhe new world situation in which the aspirations of
socialistically inclined new naztions have become declsivo. It must seek a
modus wivendi with R3ussia and China and esbtablish a2 new institutional bagis
for international trads, Only then will a possibility for survivel be assurad
and a possibility for disseminating the posilive glements in its heritage to
other countries created.

. ("ristotle and CGalbraith on hefinenca") The arrival of abundance in preduction
makes possible the non-market finaneing of institutions corresponding to
Ariztotle's concapt of "the godd life," and also the establishment of markets
Por M"inefficicnoy" at points at which efficiency conflicis with the requirement
of perzonal frocdom,

2.  ("Non-market seonomica" ) The peneral definition of the econcmy makes possible
the formulation of general principlss of economic snalysis and alseo indicales
the nature of the conflicts between the instituting of behaviour anc the
requiremenls of ethical normse
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The place of ¥, Polanyl in the history of ;”-.;m.,:}:._p, treoutd)
thought ahout rationality and scelety

by P. Medow

Summary

1. The Hegellan tradition meant a recognition of the reality
of funetlonal relations, that overcone the influence of the
concept of the law of nature on man's interpretation of the
relatlonm of saoclety to the individusal that prevailed during
the Enlightenment, But the Maine tradition then led to a2 re-
newed emphasis on personal rationality in thie regard,that
wag mogt pronounced in the works of Weber and of his suceessors
( Tawvmey, Fromm), A¥rmadyxim-Tawpmyy-RcWeXeryXaRzinportani-agspeEt
mfx Already in Tawney, REmxY however, an element of noermastivism
appeared , which derlved from a2 recognition of the concept of
gsoclety, It was also present in Fromm, who assoeclated rationality
With a gu® genersal image of man.
The mlselng link was provlided by the workes of Polanyi,
who raprese:ta a continuation of the Hegelian tradition, on
the one hand, - h t glsg
tioms 1n Boolstyl RSRIA Songe Hivi b pobnativhon Lo ons el ®teTuctre)
field of E“ﬂiﬂ-pn1itinal meansures, and a concern with exlstentlal
ethics ( the problem of fastismz® in industrisl societies) as well,
In this perspective the place of personal rationality is
different fmem from the one it occuples both in the £k Hegellan
traditlon and in the Xherizmykrax Maine tradition ( it 1s these
Exw two, and no longer Smlith s view of the law of nature, which
have become the issue), It iz one in whick man must recognize
the reality of means ends relatlonships, and then utillze them
in the 1ight of his own preferences and norms in so far as
it is possible, the utlimate concern belng with exitential =mmsx
mexeXziixx problems end me@fisingful spiritual 1living,
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Some Linkcs between the Barly and the Later Work of Karl Polanyd

By Felix Schafor

AgsInt tiong = B.The Postulate of Transparency of ﬂu?gg_%iggiggggl -

a e larxian Cencent of the "Comvodity Fatishism™. (b)Socialist
Accountaney(1922)= {c)} The Essence of Fascism(1l235) - (d) The Great Trans-
formation (19448 - (e) Anthopological Writings
C.Frice Enrma§§on and Money = (a) Polanyi's lodel of Soeialist pPrice -
Formaticn - (b} Comuents on Polanyi's Model - l.Justification of the
Assumptions of the Model - 2,Prices as a priori @iven Quantity Relations -
3.Links from the Purchasing Power in Polanyi's Price Formation Model - -
4,The Conceptual Patterns"Exchange Econony™ and "Purchasing Power Econemy"
- 5,"Exchange “conomy" and "Purchasing Power Economy as "Theoretical
Places for Different Problens =(a')Self-Regulat vs.Regulated MNoney
Market = (h')Microphenomena vs.lMacrophenomena = OYPurchasing Pover
Bconomy" and "Exchange Hconomy" as complementary coneeptual patterns -
7.Transition to "Formal ™ and "Substantive™ lMeaning of "Economic* - (a)
The Marxzian Labour Value Theorg - (b)Economic History - (c)"Formal ™ and
nubstantive Meaning of "Economlch ;

e C - Place of Econo in Soclely - (&) Socialist Accountancy -
Eater Writings =

mard to Marx and Owen = (a) Marx = (b) Owen

(1) 1 an greatly indebted to Professor Georg Dalton of Horthwestern
University,Illinols, U.3.A.for his suggestions and criticiam,




The Great Books (Contd.)

Whiat are the greatest books of the 20th century?

That parlor queslion hus been Lroubling Philosopher Mot-
tirner Jerome Adler, 75, partly because the sage of Aspen has
an incurable passion [or arranging ideas inlo categories, part-
ly because this is the 25th anniversary of his proclamation,
with the help of Robert Huichins, of the “Great Books of the
Weslern World.” To organize that 5-ft. 1-in. shelf, Adler be-
stowed the tile of greatness on 443 works by 74 authors, hui
denied it to anyone alter Freud and William James.

Mow Adler is planning an equally weighty continualion of
that shelf: a 20-volume series entitled, nol surprisingly, “Greatl
Books of (he 20th Century.” Wriling be the serics’ editorial
board—including such luminaries as Norman Cousing and
Jacques Barzun— Adler asked which modern authors might be
warthy of the company of Homer, Galileo and Marx. He add-

EDUCATION |

ed: “l am willing to stick my neck out by nominaling the au-
thors and works from which a selection should be made,™

Adlers list of 131 works by 73 writers is. quite naturally,
eclectic iree befowh. It extends from Lhe popular (Orwell's Ar-
imal Farm) to the ponderous (Sarire's Belng and Mathing-
nesr). To stimulate the hoard, Adler professes to consider his
selections “woelilly inadequate™ and urges anyene to “chal.
lenge the soundness of my nominations."

The wiler is hard to resist, Tlow, one might ask. could
Adler nominate Eliots pretentious The Cackicdl Party and
not his superlh Four Crareess? T there is room {ur the histor-
ical musings of Tuynkee, why is there no room for Braudel's
monumental  The Medierraneon and the Meditsrranean
World in the e of Phitip 157 And if this list is suppesed Lo up-
date the original of 25 years ago, why does it recognize so few
living writers? Bellow and Solzhenitsyn are admirable, but
where is the magic of Grass's The Tin Drum or Robert Low-
ell’s Life Sfudies or Thomas Pynchon’s Gravity 5 Ratmbew?

Adler’s List:

IMAGINATIVE LITERATURE:
MOWVELS, PLAYS, POEMS

ANTOM CHEKHOV
The Three Sisters
The Cherry Orchard
GEQRGE BERMARD SHAW
Man and Superman
Major Barbara
Heartbreak House
Enint Joan
JAMES JOYCE
A Portrait of the ATtsD as a Y»mmgr
Man
Llysses
MARCEL PROUST
Kemembrance of Things Past
THOMAS MANN
The Magic Mounlain
Joseph anc TTis Brothers
JOSEPH CONRAD
MosLromo
The Secret Sharer
Heart of Darkness
WILLLAM FAULKNER
SarLoris
The Sound aml the Fury
Light in August
D.H. LAWRENCE
Somsand Lovers
Women in Love
T.5. ELIOT
Murder in the Cathedral
The Cocktail Party
Thea Waste Land
FRANI KAFK A
The Trial
The Castle
GECRGE ORWELL
Animal Farm
ALEXAMDER SOLIHENITSYM
The Cancer Ward
The First Circle
SAUL BELLOW
Mr. Sammler's Planet
Herzog
5AMUEL BECKETT
Wailing for Godot

Endgame
50

ERMEST HEMIMGW AT
The Cild SMan and the Sen
ALBERT CAMUS
The Flague
The Fall
The Stranger
The Fehel
VLADIMIE NABGKOV
Lodite
JORGE LU S BORGES
The Book of Imaginary Beings
Dactar Brodie’s Report
Dieamtipers
HEINFICH BEHLL
The Clawrn
AMDRE GIDE
The Counterfeilers
AMDRE MALRAUX
Man’s Fale
Man's Flope
EUGEME ©"MEILL
Taomg Day's Journey into Might
The Icsman Cometh
Mourning Becomes Flectra
ALDCUS HUXLEY
Brave Mew World
GIUSERPPE d LAMPEDUSA
The Leopand
GRAHAM GREENE
The*Power and the Glory
JIEAM-PAUL SERTRE
M
An anthology of lyrle pectry including poems
of WILLIAM BUTLER YEATS, ROBERT FROST,
EDWIN ARLINGTON ROBINSON, T.5, ELIGT
anc RAINER MARLA RILKE

THE SDOTIAL CR BEHAYIORAL
SCIENCES AMD HISTORY

LECN TROTSKY
History of the Russian Revolution
NIKCLAI LENIN g
The State and Revolulion
MAX WEBER
Essays in Sociology
The Protesiant Fihkic and the Spirit
of Cupilalism
.M, TAWNEY
The Acquisitive Socisly
Religion and the Rise of Capitalism

1M KEYMES
The General Theory of Employimegnt,
Tnterest and Money
GEQRGES SOREL
Reflactions on Violence
HEMRY ADAMS
The Education of Henry Adams
The Degradation of the Democratic
Dogma
CARL IUNG
Two Essays on Analytical
Pavchology
Psychological Types
Maodern Man in Search of a Soul
ARNOLD TOYNBEE
A Stoudy of History
Civilization on Trial
Change and Habit
PIERRE TEILHARD d= CHARDIN
The Phenomenon of Man
CLAVDE LEVI-STRAUSS
The Savage Mind
The Raw and the Cooked
Totenism
JACQUES ELLUL
Technological Socety
EDMUND WILSOMN
To the Finland Station
SIMOME WEIL
Wailing for God
HANNAH ARENDT
The Human Condition
The Crigins of Tomlitarianism
!nc ARL POLANYI {
The Greal Transformation
SIMONE de BEAUWVOIR
The Scoond Sex
THORSTEIM VEBLEN
The Theory of the Leisure Class

PHILGSOPHY, THEQLOGY,
AMD RELIGION

HENEI BERGSOM ;
Crealive Evolution
The Two Sources of Morality and

Religion

JOHN DEWEY
Democracy and Education
Human MNature and Conducl
The Quest for Certainty
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The Great Books (Contd.)

What are the groatest books of the 20th century?

That patlor question has been troubling Philosopher Maor-
timer Jerome Adler, 75, partly becanse the sage of Aspen has
an incurable passion for arranging ideas into categories, part-
Iv because Lhis is the 251h anniversary of his proclameation,
with the help of Robert Hutching, of the “Great Books of the

Western World.” To ormanize that 5-ft. 1-in. shelf, Adler be-
stowed the Gitle of grentness on 443 works by 74 aothors, buat
denied it to anvone after Freud and William James.

Mow Adler is planning an equally weighly contino: Liom of
hat shell: a 20-volume series entitled, not surprisingly. “Great
3ooks of the 20th Century.” Writing to the series’ edilorial

ward—including such luminaries as Norman Cousing and
‘acques Barrun—Adler asked which modern authors might be
morthy of the company of Homer, Galileo and Marx, He add-

cd: I am willing W stick my neck oul by nomimating the au-
thars and works from which a selection should be made.”

Adler's hist of 13 works by T3 wrilers 15, guite naturally,
eclectic fwee belowl It extends from the popular (Orwell's An-
imal Fearm) to the pondercus (Sartre's Being and Norlifng-
messh To stimulate the board, Adler professes Lo comsider his
selections “woefully inadequate™ and urges anvane to “chal-
lenge the soundness of my nominations.™

The offer is hard to resist. How, one might ask. could
Adler nominate Eliot’s pretentious The Cockirad! Parny and
not his superb Four Crarvers? If there is room for the histor-
ical musings of Toynkes, why is there no room for Brandel's
monuwmental The Mediterranean and the Mediterranean
World in the Age of Philip IF? And if this [isl is supposed to up-
date the original of 25 years ago, why does it recognize so few
living writers? Bellow and Solzhenitsyn are admirable, bul
where 15 the magic of Grass's The Tin Drwm or Robert Low-
ell's Life Studies or Thomas Pynchon's Gravine vy Rednfow?

dler’s List:
LAGIMATIVE LITERATURE:
OVELS, PLAYS, POEMS
NTON CHEKHOV
The Three Sisters
I'ne Cherry Orchard
ECRGE BERNARD SHAW
Man and Supermsn
Major Barbara
Heartbreak House
Saint Joan
JAMES JOYCE

A Porirait ol the Artist as a Youag

Man
Ulysses
MARCEL PROUST
Remembrance of Things Mast
THOMAS MANN
The Magic Mouniain
Taseph and Tlis Brothers
JOSEPH CONRAD
Mosiromie
The Secret Sharer
Heart of Darkness
WILLLAM FAULKMER
Sartoris
T'he Sound ared the Fury
Light in August
D_H. LAWRENCE
Sons and Lovers
Women in Taove
& ELIOT
Murder in the Cathedral
The Cocktail Parcy
The Waste Land
TAMT KAFK L
The Trial
The Castle
EQRGE ORWELL
Animal Farm
LEXAMDER SOLTHENITSYMN
The Cancer Ward
The First Circle
UL BELLOW
Mr. Sammler’s Planet
Herzox
MUEL BECKETT
Waiting for Godot
Fndgame
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ERMEST HEMINGWAY
The Old Man and the Sea
ALBERT CAMUS
The Plague
The Fall
The Stranger
I'he Bebel
VLADIMIR NABOKCV
Lolita
JORGE LUNIS BORGES
The Book of Imaginary Beings
Doctor Brodie's Report
Dreamligers
HEIMRICH BOLL
— The Clown
ANDRE GIDE
The Counterfeilers
ANDRE MALRAUX
Man's Fate
Man's ITope
EUGEME &'MEILL
Long Dax's Journey into Might
The Iceman Cometh
Mourning Becomes Electra
ALDOUS HUXLEY
Brave Mew World
GIUSEPPE i LAMPEDUSA
The Leopard
GRAHAM GREENE
The Power and the Glory
JEAN-FAUL 5ARTRE
Mauses
An antholagy of lyrie peetry INCInding poemJ i
2f WILLIAM BUTLER YEATS, ROBERT FROST,
EDWIN ARLINGTON ROBINSOM, T.5. ELIOT
and RAINER MARIA RILKE
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LEQH TROTSKY

IMistory of the Russian Revolution | &

MAKCLAI LENIN
The Siale and Revolution

M.AX WEBER -!

Essays in Sociolcgy
The Protestant Ethic and the Spirit
of Capitalism
R.H. TAWNEY

The Acquisitive Society |

Religion and the Hise of Capitalism

LM KEYNES
The General Theory of Employmenl.
Inlerest and Momey
GEORGES SOREL
Refections on Viclence
HEMRY ADAMS
The Education of Henry Adams
The Degradation of the Democratic
Dogma
CARL JUMG
Two Essays on Analytical
Psvchelogy
Psychological Types
Modern Man 1o Search of a Soul
ARMNOLD TOYHNBEE
A Study of History
Civilization on Trial
Change and Habit
PIERRE TEILHARD du CHARDIN
The Phenomenon of Man
CLAUDE LEVI-5TRAUSS
I he Savage Mind
The Raw and the Cooked
Totemism
JACGUES ELLUL
Technological Society
FOMUND WILSON
To the Finland Slation
SIMOME WEIL
Walting for God

The Origins o
KARL POLANYI 3
The Great Transformation

THORSTEIN VEBLEN
I'he Theory of the T eisure Class

i HEMRIBERGSON

Creative Evolution
I'he 1'wo Sources of Moralily and
Religion

| JOHM DEWEY

Democracy and Educalion
Human Nature and Conduoct
I'he (uest for Cerlainty
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Berii} Ohlin, Mezd of Swedish Liboral Parly, \.
To Give Leclures at Columbia University

Will deliver six addresses first three weeks of mex "
eral theme, “The Problems of Ecomomic Stlbﬂil:t:::sh ;:nfl::r
ouistanding European economist, Dr, Karl Polanyi, founder of
historical Hungarian student movemeat, “Galilei,” snd anthor of
“Origins of Our Time,” will teach cowrses in General Economic
History 1o graduate studeats at University mext term also,

Two outstanding European economists are

coming by invitatlon

to Columbia University, one to deliver & zeries of special lectures

and the other to teach as a visitings-

professor, during the coming
;:‘.-I:;;Jl;atil: term which commences
eh. 3.

Bertil Ohlin, professor of eco-
nomicg At the Universily of Stock-
halm, former Minister of Com-
merce of Sweden, and leader of
the Swedizsh Liberal Party, on the
recommendation

the first three weesks in Febru-
ary and Dr. Karl Polanvi, the
famous Hungerian economist who
iz now a Britich subject will teach
a graduate course in General
Economic History and conduct a
seminar for students who want to
do special work in this field.
Ohlin, author of the book, “In-
ter-regional &nd  International
Trade," served on numerous com-
mittees of the League of Nalions
and in 1344 was in the United
States as heed of the Swedish
delegation to the International
Labor Conference at Philadelphia.
He will deliver six lectures in zall
ot the genesal theme, “The Prob-
lemg of Economic Stabilization ™

Dates and topics of the various
lectures in the series follow: Feb.
3, “The Economirs of Owverful
Employment,” Feb. 3, "The Swed-
ish Theory of Unused Resources.”
Fep. 10, "The Kevies Theory of
Unused Resources and Its Prac-
tical Application;” Feb., 12, "A
Swedish  Program -~ for Anti-
Depression Policy;" Feb, 17, "Na-
tional und International Conditions
of Emplovinert Stabilization;”
| Feb., 18, “Empuployment Stabilizo-
tion and the Organizstion of
Sociely.” .

Al the first lecture which will
Jbe glven in Horace Mann Audi=-
toriumi, Ohlin will be introduced
by Dr. Frank D, Fackenthal, act-
ing president: of the university.
The other five . lectures will be
given in the Harkness Academic

Theutar, The first lecture will
start at 8:30 pm. and all the
pthers at 8 pm. A dinner for

Ohlin will precede the opening
lecture.

Born in Wienna of Hungarian
parents, Dr. Polanyi founded the
historical Hungarian student
| movement, “Galilei,” in 1008 and

of the Depart-,
ment of Economics at Columbia, ;
will glve the Julius Beer Lectures
DOxford University and the Uni-

was Identified with the strupgie
againzt the Heimwehr in Auslgia
slnee 1929. He went to England
to live in 1933, He is the author of
“Essence of Fascism™ and mare
recently of “Origins of Our Time,"
He was also joinl editor of “Chris=
tianity and Soeial Revolutinn,” He
taught at Bennington (Vi) Col-
lege for Lwo years and is teaching
now in the extension divisions of

versity of London.

Of Dr. Polanyi's book, “Origins
of Our Time," Prof. Robert M.
Maclver of the Sociology Depart-
ment at Columbla, has the follaw-
ing to say: “Here is 8 book that
malkés most books in its fleld geem
cbsolete or. outworh. So rare an
event is a porltent of the times.
Here, at a crucial hour, Is a fresh
comprehension of the form and
the meaning of human affalrs. Mr.
Folanyl dees not profess to be
writing histary—he is rewriting
] .

& A

Firm To Be Known As
[ ]
Dreyfus, Jacquin & Co.

The firm name of Lewisolin &
Co., 6] Broadway, New Yaork Clty,
members of the New York Stock
Exchenge, oa Feb. 1, will he
changed to Dreyfus, Jacquin & Co,

On that date Jack J. Dreyfus, Jr.,
member of the Exchange, John
Behrens, and William E. Nulty
will be admitted to general part-
nership and Gladys T. Ohrbach to
limited partnership. Mr. Nultv
was formerly a partner in Fran-
eieg I. du Pont & Co. Other new
partners were members of Drey=
fus & Co, which iz being dis-
solved as of Jan. 31.

Bam A. Lewisghn, David M.
Heyman, Robert 5. Byriield, mem-
ber of the Exchange, and John GG,
Greenburgh, all partners in Lew-
izohn & Co., will retire from the
firm on Jan. 31.
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Review Articles i

Niels Steensgaard and the Burope-Asia Trade of the
Early Seventeenth Century

T. Bentley Thuncan

Llwiversity ol Clideapa

The shisplacement of the ancientove: ond spice qontes of the Middle East by
the vecanic rowte vin the Cape of Good Hope i a subject that has been Llong
discussenl. The conseguences of a substantizl shoit of trade away from the
Bligdille Fast aned towand the Atlantic were mamentons, nod orly for Asia but
also and most specially for Europe. where the shilt may signal the transfer
ol wealth, power. mitiative, and commercial momentum from the Maediler-
ranein hasin e the Atlante seabasnrd.

[1 i5 now sisle years since Arthor H. Dybyer thought it necessary 1o
deliver us From the myth that the Otteman Turks deliberately obstructed the
trade roules weross the Middle Eastin the ifeenth and sisteenth centuries’
A subseguent mveh, thal the Portugucse blocked the overlind shipment of
spices. has beer refuted by the work of Fredene ©, Lane. Fernond Brandel,
and Vilerino de Mogalhoes Gobinho, My own reseéarches in Portupoese
mercantile history convinee me that imitzl Portugoese activities in the Tndian
Ocean led not te o blockage of the overland trade but rather to @ <hert-term
diversion of the trade trom the Aden-Cairo-Alexundrin axis 1o the Tasra
Faphdad-Aleppe axis. Bol this was ol shoet docation, o the long term the
skill, imitiative, and shipping resources of the Portugoese merchants samu
Pated all the vired routes of the overland trade. Even the key monapalized
commuodity, pepper. was shipped overband in Euge guamities by Portngucse
middlemen who could ot alferd L pive obedience to the restrictive edicts
of their own king. Before 1390 the Cape route, exclusively in the hamds of
Lhe  Portogoese, varely sapplicd as mich s 70 percent of the peppa
consumed in Eorope, and sometimes supplicd as little g onc-half, Spices
other than pepper. and all the many other commoditics in the overland
Pracle, woere scarcely alfecied by the Cape mone.

The real blockapes and dislecations in the overlamd rade pocurred during
the crucial period [59I-1a3L which is reughly the time span covered by
Miels Steensmurd s impressive monograph,® Coaerecls, Cargvans omed Coni-
pearies hias an annovingly sliierative tde, butl the subtite (The Serefoeal
Crisis an the Fwropean-Asein Trade in the Faely 700 Cestoy] 15 guile
apl—and the term “structaral crisis™ does nol promese move than the book

Uarthur H. Lybyer. “The Oueman Torks and dhe Roeotes of Oviental Trsde,”
Erigtiale Biitinived Beview Mp (19150 377-8K,

* Miels Steensgaand . Careacks. Caravens ard Congprgaiva: The Strecinead Croes 10
the European-Asion Trade inoore Sarls PP Connire, Scandineyvian Institate of Asian
Studics Monogmph Series, no. 17 (Copenhegen: Stodentlitterar, 1573, Pp. B8
515,50 The bouk hus been reissocd as e Asan Teade Reveiarioen of the Seven-
reewiift Comirv s Thee Fasr o ('r'.l-'-'f.lr.'.'.'.:r" wid e Declive of Mo Coeenvan Drnde
{Chicoge: Universitg of Chicago Fress, 1975 Ppe 4420 51500 icboth), 495 (paper).
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delivers. The word “structural’’ is  sometimes prefized to “crisis™ or
“change™ in an effort to lend o pretended depth and complexity 1o exposi
tion that is fat and devoid of sebtlety. But in Steenspaard s book there s
genuine depth and complexity, rich conceplualization. amd o wealih of sulsle
amalysis. 1ts large, diverse historical elements., skilllully archestrated, con-
Yoy i penuine sense of a souctural orisis. defined (in his wiords) as Y'a
conlrontation of fundamentally different institutional complexes™ op. 120,

A brilliant opening section (pp. 122200 sets forlth the governing concepts
that will be amalyzed in detail in the first half of the haok Among these
concepts are; (1) Karl Polanyi's assomption thar empicical markets, espe-
cially in the non-Western world, “do not necessarily behave in secordance
with the market of economic theory™ (p. 213 623 Jacob Cornelius van Leur's
definition of Asian commerce as essenlially 2 peddler’s trade, marked hy
poar transparency and very unstable prices: (3 Peter Woltgang  Klein's
Belicl in the necessary and creative linctions of monopoly, in certain
markels, where monopoly can promote siener trarsparency and price
stabitity: {4y Frederic ©. Lanc's views on orpanized vielence, tribute, and
protection rent #s components thal should nol ke Teft out of market 1heorics:
and {5) Joel Hurstfield™s and Incob van Klaverens development of the
concepl af institutionalized corruption,

Steenspaard beging with Polanyi's assumption thal Asian (and other
non-Weslern) markets functioned differantly from the theoreticnl market
envisioned by Western ecoromists ? Sieensgaard sccepls Van  Lens's
charactensution of Asian commerce as fundamentally nencapitalist, an affair

of peddlers: *"The central element 15 the pedlar, that humble servant of

world trade who, with his small steck ol goods. is for ever mravelling from
market to market™ (p, 1531 Steenspaord defends Yan 1eur! apainst 1he
servere criticism leveled al him by Marie Anwwinctic Perronells Meilink
Rioclofsz * whe found the term - peddler” inndequite 1o describe Asian
commercial operations that included merchants of great wealth, sible
partnerships. sophisticaied and elficient credit instruments. exlensive s prital
resources. amd the shipment of luree quantitics of commuodities seross oreal
distances unaccompanicd by owners

In this matter | am more in sympathy with Meilink-Roglofse than with
Van leur. 1L 55 true. as Steensgaard makes clear, that the peddling rade
shoukl not be called ~primitive™: * The technique may well be primilive. but
the erganization does not lack sophistication™ (p. 251 MNar is the fundemen
tal character of the trude “altered by the ciwrcumstanes that some individuals
may have an unusvally large amount of capital &t therr disposal™ dp. 15, Vel
a stromg objection against the word “peddler” is justified, if only for esthetic
reasons, although there are other reasons as well.

P Karl Palanyi. Conrad M. Areosberg, and Harey W. Pearson. eds.. 7rade and
Market i the Fuely Empives: Feowormies in History and Theory (Glencoe, 1L, 1957,
FP. 250-%a,

* Wan Lewr's innovative idens were first published in Eemice beackomaingcer b rif-
Jende dder guden Aciatisenen Gandel (diddelburg, 1934y, but made linle impaci until
after Waorld War 11, during whtich war he himself was killed rHattle of the Java e
9421 His major writings are collected in dndonesivn Frade and Koviere: Fvvavr in
Asianr Nowial and Feanomic Higrory {The Hague/Bandung. 19550, where the descrip-
tion of the peddling trade oecurs on pp. 214-19.

M. AL P Meilink-Roelofse, Avian Frade and Exercpee faflucace dn phe fndone-
sian Avchipelage beoveen 1300 and ahaut 810 (The Hague, 1962, pp. | 19-20,
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The term “peddler’ is ot free from contempluous connotitions. The
basic image is that of the poet Edmund Spenser’s “poor peddler™ of 157%,
“hiearing o tass of wifles at bis back.”™ Surely the great merchunts of India
clond ot an cnermous distance from this image. Comsider Virgi Vora of
Surat. the “richest merchant in the world,”™" for forty years the indispens-
ahle sssociate of the Duich and English in their Gujarat commerce. Or
consider Mir Jumla, the politician-merchant of Hyderabad. whose piant
ships ram the Coromamdel Cousl were. for twenty years, the decisive
influence at the great entrepdt of Mocha,

Western ceonomic thonzht about non-Western lards, fram Kol Marx's
Sasiatic mode of production’ to Polunyi's African innocents with their
spainless barter.” ewhodies mach cultural hias and huos often been more
concerned with scaring points in the idealogical wars of the Wes! than with
the direct objective sty of non-Western socielics. Netther Yitgi Yoro nor
Mir Jumly encapged in the “Asiatic mode of production.” amd  nesther
engaped in the “pediling trade’ us that trade i described by Steensgaard
(p. 2053 “ The magmuficent though insignificant trade, distributed among many
hands. bound up with the messoons and the limits they imposcd on the
Liwle year, cosmopolitan, sensitive to the Muectuations of the marker and
political muovements, trade whose entreprencurs Were b home everywhere
o the Asinn market. [hey were people un the move, people taking o short
rest from the journey. which. in a couple of years or o conple ol genera-
tions, might lead them from one end of the Ol World te the alker.”

Within this conceptual framework of & peddling Asian meerket is placed
Van Leurs assertion. stronely supported by Steensgaard, that Partnpuese
mercantile activity in the East “never reveals a trade tha deviated fram the
Asion pattern’” Ip. %3k The Porlupiese contributed nothing new (o the
entreprencirial and markel forms of  Asia, for they werg primanly lax
patherers, participants in a “redistributive enterprise,”” who “'mighl enter
the market as pedlars on a grand scale. their role might be daminating wml
continous. bul their behavier did not modify the market pattern in which
they vperated’” (p. 1100

Two unstated and perhaps unconscious assumptions seem o duminate
Steensmannl’s discussion: (1) that Buropean marketing institutions at the
hepinnirg of the seventeenth century were Tar in advance of similir instiu
tions in Asia: and (20 that the Porluguese were nol represenlatively Euro-
pean in their ceonomic modes of operation—that their techimoues Tageed
behind those of “Cnorthern”™ Europe, In my view. both ab these assumpiions
require gualification.

The basic problem in the first half of the hoak s o distinguish. on the ons
hand, Asian rerkelinge siuciures Jram Furopean markeling siracberes, aml,
an the other. Lo characteriee the Portnguese contribution o Asian markels
and distinguish it from the Dutch/English contribution. While Slecisgaand
folloves Van Leur in asserting that the Portuguese brought no new clements
1w Asian marketing, he s decidely opposed 1o ¥an Leur's wiew thal
“araund 1650 the Dutch Fast India Company had ot vet contribied
anything to the Asian economic structure” (p, 181 On the Dotch contritu-
tion guestion. Stecnsgaand accuses Van Leur of gontradicting himself and of

S Eadmund Spenser, The Siopherd's Codendar. May "™ line 330
P G deseribed by an Englisk merchant i Surat (William Foster, Exslisd Facieries
ir fuclic, fo6] =66 [Oxford, 1923], p. 308}
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adhering 10 a stutic view that “exeludes a dynamic analysiss there s o
room Tor qualitative altgrations or institutional innovations prior to maodern
capitalism”™ 7 ip. I6),

[n order to support key elements in Steensgaird TEasOnINg I 0I5 neccs-
sary o hirn to make a radical distinetion between the Portuguese anid the
Duteh coentribution. Van Lear's argument. ltom cerlain perspectives. has
greater infernal consistency. wssimilates the murkering methieds of the Por-
tueuese to the Dutch, and even conlains an unstated hine that the Asiun
“peddling” market. alter all, might not be so far removed from the Weslern
Furopean market as it existed in 1A,

As for the Asian market, there s need for 4 new wnninolegy, The term
Cpre-capitalist’” comaing teleological assumptions: the term “pre-moddern™
is ridiculons: ared the term *peddler’™ is deroguiory. | owoukl somrest use o
the word “eafila.” the Portuguese version of the Arabic word meaning
sparavan.”” Calila applied both to convoys at scia nd caravans on the land.
wis commenly wsed by seventeenth-century Europcan aml Asian mer-
chants, and convevs one of the Tmdamentzl Teatures of Eastern comnened:
the banding ogether of many individuals Tor the commaon henefit, especially
for the reduction of proleclion casls,

Was the cafila trade so different from kuropean marketing? One ol the
striking impressions thal emerges from the remding of hundreds ol letiers
[ram Furepean merehants in the East is how readily and eastly Poringoese,
Dutzh, English, French, ancd Damsh merchands it into the cafila trade, The
FEuropeans had much to learn about Asian conmodilics,  measurcments,
money systems, and monsoonal rhythms—bul they had fitele to learn ahaout
murkeling technigues. And the converse also seems o held true: Astans had
nmuch 1o learn about European commodities, mensuremenis, slupping, and
money—hul not much about marketing technigies

The commercinl operations of the wealthicst Asion merchanls, sach s
Virgi Vorn, do not seem o show a striking gualitative difference from Lhase
of the Dutch and English faoteries. Asuan commerce. one would think,
shonlid be judged by the technicues of its most sophisiicated practitioners
ard not by the methods of the itincrant small-scale barterers of Sumatra and
Juvi, wha cannaet e dislndged from center stage e Yan Leor’s SCCTITIL.

As for the activities of the Portugeese. Steensguand’s analysis has oa
concephuzal sharpness to it o simple rigidity that excludes and elimiates ull
gqualifications, exceptions, and gomhiguitics, Porligiaese activilies appear
wncler twa instisutional guises: first, the Portuguese were the faunders of the
Estade da dndia, essentinlly a “redisteibutive enterprise’™ run by tay gather-
ers who used organized violence 1o exiract a profil from the commerce of
athers ky selling protection: second. the Portepuese operated the reval
pepper monopoly under the aegis of the Lishon-hased Cirve de Fuclio
customshouse, a commerzial monopoly that was inefficient. haphagard. i
rather small in seale, |

A nromdnent strogturel Teature of the Ecede di fadin was butlt-in cormp-
Hon: its “hureaderacy muost he regarded 25 ene of the purest examples in
hislory of constitutionally determined corruption” (p. 930 | lere Steensgiand
picke up the Hurstheld and ¥an Klaveren theme of institutional corruption
in ancien régime governments.” In such governments corrupbion was SVs

® 1 Hurstiield, = Palitical Cerruption in Modern England: The Historian's Problem.”
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tematic. commonplace, and an intrinsic part of the struclure: an isalated or
epregivus instance of corruption might call down puniskment, but that would
not stop Lhe system from geacraling more corruphion.

Such u description of the Estado da Tedin is accurate, But overlooks all
exceptions. Some Portuguese offAcials in India 1ef office with “elean hands™
{rgiens fiepparyl. eever having taken a penny—for some few. al least, were
incorruptible twe have unimpeachohle testimueny from ecclesastics on this
pointh. In additton here were fafalps in the East who bepeared themselves
i their king's service, for il corruption were the “pamstitutionally deter-
mined T templation of Portuguese povernment service, 11 e as well that
il least one ancient iden] was alse influendal, the ideal of noblesse ublipe.

1 am not sure thal much insight 35 gained by insisting tos narrowly an the
character of The Esrede de frdio as a redisimbubive enferprise. From the
gconomic aspeet all governments are redistributive emterprises. amd the
Espade ol dncdi, abier all, was primcily a government., although desply
ivolved in commerce, 11 did more than collect tuses amd ey sitliaries—Iit
alsg enacted and enforced lmws, meilt ships ol forts. fonnded citics, ran law
conels and hospitals, established municipal councils, funded and encouraged
missionmay activitics. and provided o range of public services

A Tar the v da fidio™s pepper monopoly. Sreensguund belicves 1hat
with the possible exception of the internativnal pepper marketng syndicile
established in Fuwrepe,® il made no contribution toward “new entreprencar-
ial amd market Torms tp, 1100 In Steenspaard s extrems view the “pepper
munapoly was cot o husiness bul a CUstoms house " (e, 100, amd involved
(ke monopolization not of @ commodity but only al o sea route. The
Portognese tax gathercrs anid would-be monopolists operated within the
Cpeddling' market, subject Gaccording to feignl o 21l the harards of opagne
conditiors and sevete price Mactaton, The oy crcative coonomiy role,
denied 1o 1he Porluguese, is assigned by Steensgurd to the Dutch. wha are
credited with promoting the transparency of Faslern markels, vationaliving
commercial operations, infernalizing protection custs, amd using maenopoly
positions o foster stabilite of price and supply, Monopoly so used can be
viewed constructively as advancing the mtiomshzialion or even the = muoten -
nizsslion’ of the cafila market (in lings with the views of Peter W, Klcini,™

This black-white dichomwmy in the charnclerization ol Portnpnese amil
Dteh . hoseever uselul analytically and pedagomically. reguires shadise. 1L is
true that the Portoguese, unlike the Dorch, were el goond a1 the manage
ment of large joint-stock trading companies (as wilness the fizascn of the
Purtuguese Fasl India Company <f 1630, although the Frazil Company of
1ei0-64 mighl be cited as an exceplivnl and i1 is rrue (lat the Doieh
conmmilted sty greater resources of money and ships 1o Fastern commear-
cial enterprises than did the Porfuguese. Bur there wers® many puunls ol
similerity ol contact between Portupuese and Dutch. Porlugiiese merchants
resilent in Amsterdam did business in exacily the same wiks as their Dhrteh

Migrary 52 0106710 16-34, Jucob van Klaveren. “Die historische Erscheimung de
Kormuption,” Vierssfaheseheife v Sosial- e Wirlsefuftoge s frjcher 42 (195700 IS
324 45 (195R1 433504,
» Besl deserited in Donald F. Lach, Axiocen e Vakinge of Farspe (Chicagn, 1565,
(RIS 1R ;
p WL Klein, D teppen en de 170 cewns een shudie aver el apvederrceiers gedray

ap de Hellandve stepelnarks Chssen, 19650,
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partners and competiters, and probaily oweed stock in the Dutch Bast India
Company. Doich merchants in Lishon showed no gualitative advinee in
commercial method over their Portupuese colleagues. with. whom they
cntered into many parlnerships.

Im the Eust, Steensgaard to the contrary, the Portupoese also internalized
their protection costs. and their pepper monopoly did add to the transpar-
ency of marketl conditions in certamn areas of Malabar and Kanara, In the
mid-sixteenth century, For decsdes al o time, there was considernble pricy
stability and regulanty of supply in the pepper markets ol <outhwest Indae
Portuguese pepper contracts with local prioces contiiboted to this resalt.
But there were limils (o the market transparency thal could be aohicvel.
cven by the Duich, Dhtch boreavceate i Java meght drcam of s sinple.
ratiomaly coordimated markeling operation extendimg from the Bed Sca o
Japan. but—piven the slowness of sailing ships and the inescapable dictates
of the monsoon—il was mmipessible Tor o an olficml o Batusia 1 make
informed decisions about marke:s in the Bod Sca. the Persian Guall', Ciujarut,
or Malubar, The [wuitch ship out of Batvia, bound for Mocha, Sor, or
Crombroon (Bandar Abbasy. sailed with the same lack of iformation and
taok rhe same risks ns evervony olse,

Like the Portoguese, the Dutch sold protection. levied tariffs, and issmed
safe-conducts (carresex) for Asian shipping. Like the Portugoese, the Dutch
were bripands as well a5 merchants. but the Vorpanized violence™ of the
Dutch was mare destroctive, because more thoronghgoing, than thal of the
Portuguese, MNor did Duteh monopolies always contribuie 1o o mtionalization
of markets. Their cloves aml nutmeg monopaly i the Moluccas had the
deleterious consegquences usually associnted with munonaoly strocioes, in-
clhnling the meination of compelitors and o redoction in the volume of tatal
commercial transactions,

The stramn of mamtaining a black-white ditferentiation belween the For-
Tupuese @nd Dutch shows thooeeh o Steensgannd™s test. To descrbe the
Fortnpuese he is Forced into curions phrases such s “pedlars om g grand
seale™ fpo LI0E He wonders whether the words ased To chanetenze the
Partupuese are not also applicable ta the Dutch: “0One may therelore raise
the gquestion as 1o whether the Thonch Fast Indin Company copehit ned o be
considered a redistributive enterprise vsing organized violence with o view
ta the acguisition of incomea™ dp. 133 O page 141 he rearly gives the pame
away: I will often be difficult 10 demonstrate the dillerence between the
Portiguese and the Dutch policy.™

All of this Theoriving is an the Grst hall of the boek, and althoogh one can
quarrel with emphasis and interpretation. it is on the whale & mapnificent
performance, possihly the most imelleciually exciting stretch of reading |
have done during the past decade. The second half of the book s more
conventional, containing o chronolyrical marrative o events, especialls
diplomatic events, affecung the Persican Guoll, with special reeand fo reldions
between Persion and wvartous Furepesn powers. There s omuoch here of
interest and imporianee. such a5 the attempt by the great Shah Abbas (o
divert the Persian silk trade from the Mediterranean 1o the Persian Gulf. But
too much space 15 token up with the fascinating. bBul aboctive, personal
diplomacy of the Sherley hrothers.

The Tubled Portugeese island entrepor of Hormuoe, a0 the entance to the
Fersian Gulf. receives close attention. The expulsion of the Fortuguese from
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Hormuz in 1622, by a joint Anglo-Duteh-Persian efTort, Steensgansd sces as
symbolic of the structural crisis that beset the traditionsl averland trade., as
Dutch and Englisk ships diveried ever greater quartities of commuodities 1o
the Athanlic sectors, There is an almost haroque incongriity between the
loss of Hormue and the conguest of Hormuz seen wilh English eves The
Portuguese lost one of the buttresses of their Empire, the FEnglish wan g
symbalic share of the customs receipts in Gombroon ™ in. 3461

Hormus works well as symbol, but will no! serve as explinzaiion, Much of

the wvanished Hormoe trade. afier all, went o nearhy plices: to the Duich
and Engiish factorcs at Gombroon, and 1o Portuguese merchanls at Muscat.
Task. Kung. amil elsewhere, As Steenspaard himsell Points oul, with soe
surprise, the Porluguese did not dizappear from the Gulf after 1822 but held
on and Tater made important initintives in the morket of Basra, The Por-
tugtese were stll mading in the Gulf at the end of the seventeenth CeRLTY
amnd even senl o very successful vl expedition Lthere in 1719, 1r my
apinicn, over the long haol the Poruguese did betier commercially in the
Gulf than cithzr Enplish or Thnch

A Tew minor inadequacies need mentioning, The hook hus heen excel-
lently translated fram 3 Danish ariginal. but there is an veeasional misspel-
ling, the very mare word “seepsis’™ s used instead of skepticism.”T amd the
irvariuble omission of the definite article “the’ in front of Eetoad ol fuaclice
makes [or g jerky lest, Some titles in the kibliography we incorrect. and the
shlreme tersencss of the method of cituion, with suhtitdes cachmled, leads
o confision at times and ill-serves hoth anthors and readers, There i
various mislakes in Poriugrese: The Halinmie preposiion oF appears instead
of the Portugnese de. do, or da oCasa of Misericordin, pp. 202, 2085, 2517,
The singular of certazes is caeta=, nol cartaze. There 15 no such weight as
the ""Cusa da India quintal.” el inothe tesn s cgivalenl Lo 30 kilograms.
Fhe Casa da India wsed the greater quintal of Liskon, couivaleat 1 58,7
Kilegrams, for its pepper purchases in Asia, and thi lesser quinta! of Lishan,
cquivalent to 514 kilograms. for its sales in Furape: but then mohody else
writing in the field scems 6 understand this simple facl.

o conclusion, this is an impressive and disticguished bank —stimulating,
innovative, ingenious. amd grand in scule. 1t fits neither the “powd ald
econonne history ™ calegory noc the coonomelnic calegory—and proves once
again thal cconomic histery is a house with many mansions. 1 manages o
be corcepiually rich withouwr being <tatistical. But having said this it musl
still be admitted that the whole sumject could Be tackled with much mere
confidence if there were good stalistics availakle for the overland trade.
Basic research on Indian Ocean commerce has hardly vt bepun,
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« HE GREAT TRANSFORMATION

Bt S

The industrial sistem's development ap o 'UTT had oneg, more recent,
mterpreter who commands altention,  Kur Cilanvr (1856-1964), in his
book The Great ‘I'ransformation (1944), dv.. fopedd an analysis of striking
onginalite which, m my opinion, has been aproving with age.  Polanyi
was a man of many talents who, like Muars, - odied the political and social
phenowmena of life in association with coor omic tdevelopment and saw
them all as part of a “whale picce of cloth * 17¢ Las not been reduced to
a4 “recording footnote,” hut the full recogr wm of his work may be yet

to come. The Great Transformation is ney beelonded by a most diffi-
cult problem; contemporasy history somel™ ..y presses upon the historian
in a personal way which makes perspective © Ticult to achieve at the near

end of the historical spectrum.  Polanyi v losely davolved in European
palitical upheavals until he fled to Englanc Srom the Nazis in 1934, As a
British subject he was again soon in politic:, :ud then in the United States,
during the Second World War, The € oo Transformation was eom-
pleted.  ‘The events of the 1930s and ear’ 19105 greatly colored his his-
torical viewpoint and, T think, caused him t set several important historical
turning points wrong in a way which casle The Great Transformation
oddly awry. Mast important, Polanvi plaved the Sccond World War
in his scale of events where modern sehe' s would now place the Finst
World War. Fven though Werld War 17 was of far greater destructive
magnitude than was Waorld War I, it seos clear now {as clear as such
things ever are) that the first war ended @ - long peace of the Victorian
eta, and that the second one, largelv a cor | nnation of the first (sce Mein
Kampf), heralded the new era of contimsons war and preparation for war
which scems destined finally to encircle 'he carth with orbiting nuclear
warhcads. As Sartre notcd, the Nazis were the beginning of 2 new age.

World War IT was disconnected utterl from the world of 1914, not
only by the First World War, but by the » -ctched cconomic catastrophes
of 1918 to 1939 which resulted from the failure to reconstruct the basic
cconomic and financial svstem of pre-1514. Yet Polanyi took scriously

_ these transient and mercurial efforts of the juterwar period to “re-establish

the gold standard.”  We now see that epiinde (next chapter) as an utter
failure, based largely upon the gross mi, nderstanding by contemporary

statesmen of what the Gold Standard v as—a misunderstanding that

Keynes emphasized in his Economic Ci.: vyuences of the Peace. We
now see, after hfty years of futile cfforts, (it peace, total currency con-
vertibility, free trade, frecdom of movewnc:t of persons and capital bhe-
tween nations, cte.—parts of the stock-n trade of the pre-1914 system—
are exceedingly difficult to achieve again. 'I'lev were scarcely approached
in the interwar experience.
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'_]
' ' “ Morcover, this problem of historical scale in I'he Great Transforma-
§ tion is compounded by the fact that Polanyi wis le some extenl an ceo-
L nomic determinist in spite of himself where politics =ere concerned. This
& old-Fashioned intellectual fad not only dakes Polar.t .« work markedly, but,
as part of lis stock of axiomatic knowledge, led Lint badly astray at some
51; points. Thus he felt that the “balance of power’ had becu restored by
i the exhausted belligerents in the 19205 and was + recked by the stock
= market crash of 1929 and the Great Depression whucls followed: “. .. we
1 shall deal with the collapse of the international e, We shall try to
e ‘ " chow that the balance-of power svstem could not chsure peacc onec the
‘¥ﬁ wodd cconomy en which it rested farlled.™™ Wi 'otve the advantages of
hindsight. From our perspective we see that the [ erlude in the fighting

. (1918-1939) was no restoration of any balance of power and, even as a
tnice between the belligerents of 1918, Jeft much io ne desired.  “The hard
brath of the matter is that the so-called balance of power—the changing
tides of European alliances during the Pax Britaiicd—was destroyed by
universal war in the midst of prosperity in 191! when the Germans
marched against their major trading partuets without caring a plennig
for any economic conscquences.  Such apparent “ii1ationality’” has always
been difficult for econemic determinists to accept. Jduta little objectivity

in such matters is a great aid to the historian,

These problems of perspective mainly beclni! Polanyi's great work
gl Fs only near the end of his historical spectrum. One: this particular myopia
ol is corrected though, Polanyi's contribution is strikir 1, not only for Europe,
" which was its specific subject, but also for the ir:crpretation of certain
-~ aspects of American history, which Polanyi treatec omly in passing.
i Polanvi saw the uhiquitous commercializatitn of LLaropean culture
/and life under the impact of industrial growth aud its attendant institu-
‘tional supports, both national and international, iy something unique in
- history, special to the nincteenth centuty, a necessany’ part of-the spreading
" industrial system, and aitterly sitopian in conceptics. There never was the

- slightest chance (to Polanyi) that such a world could last, and it had,
* accordingly, collapsed with the ending of the Goid Standard (which, as we
' “ have noted, he dates in 1931}: “ .. the peculianit of the civilization the
' collapse of which we have witnessed ‘was precischy that it rested on eco-
 ~nomic foundations.”"* I T S
As all societies necessarily are cireumseribed b their physical means,
' Polatiyi émphasized, there must be command over matcrial resources if
" anything is going to be accomplished in the rcalm nf intellect and spirit. -
.-/ The question is where the institutions of the mar: ctplace rest within the

e The Cireat Transformatinn, Bracon Fross, Boston, 1957, p. £.

s % ihid. p. 30. -
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total fabric of the socicty. In this respect he matedalism of the West
was a real curiosity in world history,

Nincteenth century civilization @'one was ceonomic in g different
and distinclive sense, for it chese to Do itself on a motive only tarcly
acknowledged as wvalid in the history of loman socicties, and certainly
never hefore raised to the lovel of a fodtification of action and beliavior
in cvenvday life, namely, gain. The wechanism which the motive of
Eain sct in motion was unn]nm]ﬂt i cFeetiveness only to the maost
violent outbunst of soligious fervor in Disory,  Within a generation the
whole human world was subjected to it undiluted influence . . it grew
to maturitv in England in the wake of the Industrial Revnlulmn during
the first half of the nincteenth coentun

T'o Polanyi the “instinct” to truck, barier, and cxchange, which Adam
Smith celebrated, had been made into a dogmatic ideal by a sort of sceular
apotheosis, inspired and prnmu]galcx_l bv the classical economics. What
the Victorians called the “higher instincty” had been left in the shadow
of the profit motive. As a n.'t.li]l:, a svstom grew up which was funda-
mentally antagonistic to onc dnve basic to all humnan history, the estab-
lishment and maintenance of a stable, cnlisive socicty which served alf
human needs, intellectual and spiritual @5 well as material. Thus the
axioms of Nassan Senior {(above) were meie perversions to Polanvi.  Life
was more complicated than that, and, indced, we noted that even Alfred
Marshall countld not swallow the onditute: lnissez faire line and considered
the economic drive suia]ﬁt to religions ideals in his conception of human
motivations. g

How had the European social sw e -been transformed from- the i
organic society of medieval Europe?  In that socicty social relationships .
~had been based upon a hierarchical fuu-:mztmn, both rehglous and secular, '
the land or clse church honors- bmng the Tiasiy of privilege.  Such a world
had lasted for a millennium. Eeconomic )ife had been carefully controlled
at all levels by custom and usage, cven in the medieval towns where a
limited commerce was kept under carvl ] scrutiny by the guilds, as were
the volume and conditions of {;mpirmm_nt The object of such social
control was to suppress tendencies to “aljusc” privileged. positions, the
“moneylender, the merchant with scarce commoditics, ete, Usury was for- -
bidden, and the rules of manufacture we e carcfully controlled to maintain ¥
quality. The same was true in the recriitment and training of workinen. E
Also market behavior was controlled, with strict rules against forestalling,
engrossing, and regrading. Agricultura! [ibor was, of course, bound to the
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land, and senvice within the fendal systein vus determined by an infinity
of age-old customs. Fmally, the land itse’t, the material basis of socicty
and the fundamental social patrimony, was 1ot sold. To have an cconomy
like that reorganized around a selfregulatin : market, all of this must be
destroved.  Land, labor, and maoney had to oe made salable, tomed into
“hetitious commadibics,” as Polanvi put i,

Thus from the catly enclosures throus)i the French Revolution and
bevond (Austria in 1848, Russia in 1861}, fundal IL-]dt!D]‘I‘i]I]PS were de-
stm}ul in order to make room for the - ush nexus.” To have a self
regulating market, all of the factors of prac ction must enter the market,
must be for sale. Labor and land must b frecly transferable by money
pavment and on a free contractual basis, 1. a long series of institutional
reforms, usury became banking, money bee.one a commodity, and interest
rates became prices. The history of Engliod from the Industrial Revola-
- Hon onward, and then in other cnuntnu was a catalog of measures de-
signed to make commoditics of all things. r‘!. blind faith in spontancous
progress had taken hold of people's mind., and with the fanaticism of
sectarians the most enlightened pressed (wrward for boundless and un-
regulated change in socicty. The effects <u the lives of the peaple were
awful bevond descriplion.”*

What would socicty have Jooked like of the market mechanism had
really taken over, if bankers could reallv i Jeft free to charge the highest
rates they could get, if all natural resovces were up for grabs in the
market, if workers were paid what they were "worth” in the free market, if
all production sold at “market” prices, et=2 Polanyi gives a vivid impres-
sion regarding labor, a vision of horror which is so terrible that it reminds
“ the reader of almost any mnt&mpomr. Auierican landmpc

“*To allow the ‘market m::éh.‘lni:im" to be sole director of the fate of

human beings and their natural envirgnfient, indeed, even of the amount ;

and use of purchasing power, would reault in the demolition of socicty.
For the alleged commaodity “labor power” cannot be shoved about, used

indiscriminately, or cven left unused, without nffecting also the humﬂﬂ ;

individua]l who happms to be the beirer of this peculiar commedity. In
disposing of 2 man’s labor power the - shem would, incidentally, dispose

of the phvsical, psvchological, and mneal entity *‘man"'attachad tn that

tag. Robbed of the protective covering of cultural institutions, human
beings would perish from the effect: o social exposure; they would dic
.as the victims of acute social distoeation through vice, perversion, crune,
and starvation. MNature would be reciced to its clements, neighborhoods
and landscapes defiled, rivers pollutcd, military safety jeopardized, the

3 Ibid., p. 76.
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powter to prodvee food and raw materi s destroged, Finally, the market
acdministration of parchusing power wik! peritclicaily liquidate business
enterprise, for shortages and surfeits of - Hiey would prove as disastroys
to business as Moods and droughts in pricy e sovicty s

But elearly human socicty could not lon o endurg such horrors; hence
there was what liberal ccononists called “gov ment interference.” Land,
kibor, and moncy could 1ol be, and were not jolt “free” to market forces.
Social control came as industrialism develonid.  As we noted in the case
of Britain in an carlier chapter, the Welkiie State began to arise almost
simultancously with the freetrade movene.. Polinyi saw this “double
movement” as the “natural” course of evenle unt the unattended prolifcra-
tien of the self-remulating market which o uspired the classical econg.
mists: “Social history in the mineteentlt coniury was thus the result of
4 double movement, the extension of the nm et organization in respect
to genwne commaodities was accompanied b s restriction in respect to
fictitions ones,”s

Thus the long roll of bauking legislation, of wiion history, of legisla-
tion to aid and control agriculture, of soci! welfare legislation, and of
collective “controls” in all industrial countrics in order that nature not be
transformed into a sea of stumps, trash heaps, wnllation, and filth, and the
people be not reduced to animals, So Polin i saw jt,

To Polanyi, the svstem of the nincteenth contury was thus based upomn
a fundamental contradiction that conld not 1. resalved, and magnificent
as was the edifice thus constructed (read his ¢iieprer “The Hundred Years’
Peace™), the basic assumption that markets ol e could allocate Icsources
WS Sa maive as to become utopian. Hence e four pillars of the mine-
teenth-century world were doomed to fall.

Nineteenth century civilization restod on foyr institutions. The
first was the balance-of-power svstem whic! fag a century prevented the
vecurrence of any long and devastating v between the Great Powers,
The second was' the international gold stindard which symbolized a
unigue miganization of world economy. Tho third was the self-rezulating
market which produced an unheard-of 1ty il welfare, the fourth was
the liberal state,

The selfregulating masket was utopian, and its failures finally de-
stroved the Gold Standard, T Polanyi, the temise of the balance of

% Thid, p. 73
7 bid,, p. 76,
R [hid., p, 3,
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power and the hiberal stale were the conequences, and Wotld War 1l
followed. If I were to put o contemporar fome around this, I wonld say
simply that Folanni's scquence of events wa, wionyg, [or reasons dlscushcﬂ
earhicr. 1 would argue that the balance of power was what was utopian,
and that the First World War killed the Gold Standard forever, The
self-regulating market became increasinglv @0 "ideal” of protessional econ-
omists, especially after the Depression of e 1930s, and the liberal state
muddles onwand without respect to its so-alled cconomic foundations.
It was found in Scandinavia and Batain Ut the lheral state and socialism
went nicely hand in hand.

Polanyi’s analysis was divected mainl: at Fuoropean history and in-
stitutions. The Furopean and largely Euzlh coloration in his historical
sections is overpowering and to some extent has limited the appeal of The
Great Transformation, 1f we look back ut cur chapter on the American
economy before 1914 and apply Polgnn ¢ wcheme to it, we derive some
interesting and useful additional llLtL"rprL-.n v mformatlr:ln

Beginning with the new nation in 1789 we find an absence of the
traditional usages of Europe.  We have 1o villeinage, no feudal titles and
privileges, no traditional body of social construints rooted in a monarchy.
There was the “peculiar institution™ of Neg i slavery in which labor was a
commodity with a vengeance in onc sense.  [Towever, the main object of
“commuodity labor,” its free use as a substitute for other inpats, was not
present in slaverv. Negro labor mobility wus less than white because in
Negro slavery the labor and the human bmn : were inscparable all day long,
and all life long, and tied mainly to plantarion agriculture. There were
usury laws of some effectiveness (and stdl ircin many states). There was
also bonded indenture of white labor in i varly years of the nineteenth

25 eentury. © But the land was in frechold and there was neither entail nor
ol pﬂﬁnngcmturc -After the Northwest Ordinanees there was a technique

for the systematic purchase and settlement of the entire continent and

e ‘beyond. The marketplace ruled to a greater cxtent than in Europe, There

was litte control over natural resource expluitation by individuals, so that

“whole forests might be cut down {and were); vivers and lakes, ocean

beaches, and whole mountains might Lo privately owned and exploited.
The same was true of subsoil minerals, wi:ich might even be bought and

sold ﬁepamtchr from the surface land.
“In a Polanyi analysis, a great part of thc subscquent social and eco-

_ nomic history of the United Statcs can be seen as the slow erection of
- social defenses against the market economy by the Amercan people,
 through their governments, acting from the organic society of the growing

American nation. We built our own equivalents of Lumpean ‘socicty”
in order to protect a human community witicli was, shall we say, “stripped”
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of European social usages, by the Atlantic Ocean, "w the {frontier life, by
the Revolution and its altermath. What did we m e to eplace erown,
church, and magistrate? i
The answer is, of course, not only the Constitution, but the develop-
ment of our own hierarehy of nonmarket economic t-ages and institutions,
Almost at the beginning of the now nation’s existoucs, the sclf-regulating
market was put under some social control; e.g,, Willi;un Pena's Frame of
Government for Pennsvlvania in 1681 contained cuulity controls in the
markets. land sct aside for mulberry trees, an auten s e sharing with the
crown of precious metals, cte.  Such things were th Lefore the Revolo-
tion. But the federal government of the new Unites! States was from the
beginning an instrument of social control ever ecow mic activity. Fore
most among these controls was tariff legislation, Lo nceess to the market
was declared a “national” prerogative only, and forcign goods could only
enter after paying duties. After all, how could infan® American industries
be expected to develop if they had to compete iu a free market with
forcigners? And what more American way was thew to finance the gov-
crnment than to tax the consumption of foreign grods? Accordingly, on
Julv 4, 1789, a long list of imports was put ander (Lo tariffs.  As the aet
stated: “Whereas it is necessary for the support ol the govemnment, for
the discharze of the debts of the United States, aul the encouragement
and protection of manufactures, that duties be laid on goods, wares and
merchandise imported. .. " 2 :
~ Inventors were soon given patent protection; comimercial banks came
slowly under regulation, first by the states and then, in the National Bank-
ing Act of 1863, by the federal government (and lutcs Ly the Federal Re-
“ serve Act of 1914. Two previous central banks had yussed into history as
- we noted earlier), State har examinations, statc niical board examina- -
" tion, licenses, fees, and so forth limited entry into the professions, slightly
‘at first, rigorously later. Governmient control over v sales and settle-
| . ment, mechanics’ lien laws, controls over waterways, ciants of monopolies
“and financial aid to canal builders and raifway-entrepronears, laws govern-
4ing shipping on coastal and internal waterways—all tiicse and more repre- g _
conted devices to control, limit, and regulate the murkets for goods and." R
services. One form of business _f:ntcr;;ri'se. the breccing and import and e
-sale of Negro salves, was climinated from the national life 'on moral A
* grounds by war from 1861 to 1865. Toward the i of the nincteenth i1
" century the railways came under fedcral regulation with the Interstate . = |2
Commerce Act (1888). In 1890 came the Shermmn Antitrust Act to i
% = further regulate and discipline the consequences of thi arketplace, in this

29 United States Cuztoms Laws: 1789-1895, U.S. Covernment Printi 3Fice, 1896, p. 9.
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case declaring that monopelics achieved by privite cuterprise were some-
how unfair, uncthical, and hence illegal (sl s of the medieval towns).
Govermment intenvention in agriculture and 1w materizls came in various
acts dealing with the dispasal of the public Jouain and in the subsidiza-
tion of the price of silver in the Silver Purclis Scts; such achions presaged
a time when there would be alimost univers:! covernment controls in these
ateas. The whole thrust of the Papulist cands was for government
itervention: in banking, in commadity me-lors, in land ownership, The
Populists wanted the edge blunted. The 1Lt cconomy was too harsh,
There came laws about the cmplovment of 1oorons, about safety devices in
mines and factorncs.

In the 19305 the pace accelerated in arco- affecting personal security.
Orgamzed labor came under the protective 2 of government, and in the
first Mew Deal, uuder the National Induestr! Recovery Act {1933), came
schemes to virtually elimimate the free market. In the Prohibition Amend-
ment of 1920 the government had attemyp!c! to climinate the business of
alcobolic beverages.  Similar action sinee ™ the federal, state, and local
governments in drug traffic, prostitution, gowabimg, cte, are further com-
munal efforts to eliminate or control the wo!f-regulating market.  The so-
cial security legislation began the commit it of the community to the
old, the very young, those made unemploocd by industrial Auctuations,
those injured in industrial accidents, In the lmployment Act of 1946 the
federal government assumed the really stupeudous responsibility to guar-
antec emplovment. In recent times, cortrol of the self-regulating market
has spread further into health with Mcdicare and Medicaid and with
quality controls over manufactures and hrosdcasters through the federal
repulatory agencies. We scem on the el of signifieant federal control
over the pollution of air and water, over Hi destruction of the landscape.
We arc cven dabbling with the idea of climinating poverty by straight

. federal income supports—thus erasing the “dccision” of the marketplace,

Moral codes have been attumpted in pubilishing, movies, TV, although
here the self-regulating market seems to bu turning back the tide of con-
trol, exhibiting by free competition what 1. nation’s culture really is. On
the list goes. 5 SN i o

This is a vervshort list, in fact, and onlv indicates the scope and time
dimension of our historical effort to cont:c! or climinate the self-regulating
market. While the liberal ceonomist mizit deery this whole history as
misguided government interference with 1iture, Polanyi would only smilc
and say that in the United States, as in l'arope, organic society was pro-
tecting itself from the unnatural abuses tht industrial growth was making
possible m the marketplace. :
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Ernnek a nolémidnalk 2 azenvedélyességél magyardzza, hogy ez 2 1i=-
berdlis ideolégias 1./ J6 leirdea egy bizonyos téreadolmi &1-
lapotnalk, amelynsk fenndlldsa 8% epied embarisés 1é6tét fenye-

2./ maga s nstrumentuma ennek a3z d1lapot-

geti; :
nak /anelyed rermészeteansk ss Altalfnosnak Abrazol/ nind

141rejdtie, nind Fonnmaredissa ezempont jAbdle kritika szen-
veddlyvessdge S8 wigsziondrius heve == 8 ugyanakkor Polényi
argdlyoskodsd tudomAnyos 1elkiismeretesszéze, analitikus haj-
lamei; a milvek belaﬁ_feszﬂltsége,

imit Polédnyi ezzel azembedllit - & ghzdasig hedgyazoitedgdnak

gondolata = nemesak térténeti kritikat jelent /a prekep.

& - & H.r aa
tépandalmekban nem volt igy, a gazdasaz nericépzett ondllé
gx# ezférdt/, hanem epyszeremind: 1l./médszertaoni elv,

azamldletméd : a totalitds szempontjsinak alkalmszdsa &

gazdasdgtirténetre, a gazdesdpgtdrténet mint tdrsadalom=
torténet; 2./ posztuldtum, "utd-
pia”, Mult, jelen ds 36v8 ezempontjinak peazekapcsoldddsa

a felfogdsban.

Grent Transformation: az Snszabdlyozd piac mint a 2. forradalom-

hoz vald elsf elkalmezkodéds. Hogyan valik a piec valdéban
sniverzélissé&: a hdrom fiktiv dru., Epp ebbfl adsdnek a
piac alapveszélyei, hiez a £51d a természetet, a munka az

embert, = DPENZ & t4rsadalmi kepcaolatokatl, crek %Ezyﬁ 22"

i & - 3 ] ta 1 a0 r’%.ﬂ“'T"ﬂ.F - e g G .
edt jelentl. A tiszts placgaziuaag mint reskeids TEaD18.

JF.A-“-—\"——




izﬁZiijr:i:;zzilEfézzzzzizlm% ellen%épések a pia? destruktiv ha-
o T m é8 osztdly. A nemzetl szabdlyozdas és
a8 rnemzetkdzi kepcsolatok ellentéte. A krizis. A kibontskozas EXE
perspektivédia: a térsadelon uralma a gazdasdg feletl /ani nem Je=
lenti = Marx-szal szemben - a piac teljes felozdmoldsdt/ .

ydr itt jelentkezik a gazdasdgtdrténeti munkék alapgon=
dolata: a prekapiteliste gazdasig ranonimitdsa" &s a f& integrd-

: g, T . 3 ~ ) _.cr]j-
cide formsk elmdlete. A +ovabbiakban: kidol goenl azt & fogal

rendszert, amely kdzde-4ltaldnoe alapot adna ®& az Osszehasonli-
14 fejlﬁdéstﬁrtégeti vizegdlatok széméra: az "anslitikus eszkidzdk".
Trade and Market.

A "bedmyazottedg” 4rtelme a prekap. gazdasdgokban: a sa-
idtos pazdasdgi intézményl struktura és motivdcids rendszer hidnya:
a gazdasdg nem alkot Bndlls "gzférat”.

Polényi médszere: a gazdasag mint folvamat ée mint in=
t&gményrendszer ,Osszefiiggds Marz-szal/. A gazdasdgi élet velsedgal

. 4 ¢ P B i }
intdzminyek Altal tagolt /patterned/ 2zitusfeidk = szereplik, tar-

gvi kzvetitések s operdcidk /cselekvési formék/. Az intdzmnények
tirtinet]l vAltozdos 4o hatdsa & caalekvs szubjektumok életére.
Yonkrét intézmények /supporting structures/ ds intédzményl siruk-
turdk: patterns of integrations. Reciprocitds, redistribueis és
householding rovid jellemzése.

4 mfdszer tudomdnytérténeti jelentduége. Antropoldgial

azempontbdl: a technikdk leirdsa helyett az intézményl strukiura
elemzédse. Gazdasdgtirténeti szemponibdl: a "pacionalitésnak” a8z
niprraciondlisbdlt wald cibontakozdea helyetti a sui seneris tdrté-

neti mivolt megragaddsa Yaz europocentrizmus kritikdja/. Példat

archaikue birodalmalk 4 gbrogsfg. 11 8z alemzds targya: termelés
P T slosztdsi viszonyok

: . > ol nakl . itd mekrobkbnémial
azéles értelme /mint marindl/. Ugyanakkor defin

tai 7 szti
oapank megktzelités = a2 alapvet§ termelesi epységek k01" -
5% : e i s15+48a a megkozell™
Flobéiiﬂ—jnt9=iativ kapesolot. /bizonyoR formalitds g

t4gbeny A nouseholding probléméjaf,

4s elosztés sroblémdja /Garlan kritikdja



5
liéhdny illusztrédeidként felhozandd 4ltaldnos gondolat: l. a piae,
kereaskedeXem €5 pénz feltételezett Bseredeti egvesdgének fel-
bomlasztésa; 2, a pri-
mitiv ds g=Z archaikus gazdasdzi trgnzakcidk heterogeneitdsa.

Példa = konkrét razdasdgtirténeti elemzésre: Babilon /port-of-

trade, tamkarum/.

pehomey-kinyv: hogyan teremthetd nagyfoku stabilitds és rugalmas-

edg a killsf kihivésokkal és megrdzksdtatdsoki-al szemben.piaci
kiegyenlit§ mechenizmusok nélkiil, épp a2 merev atrukturalis ko-
t&ttscgek felhaszndldsdval, idsrészt az 411lami szfdéra szerepe,
npolitika" és gazdesdg viezonys. & &
Poldnyl Exiek t8ridnelemezemldlete: hatérozott/anti-evolucionista,
aki a2 modern indittstdsu, antropoldégiszi neoevolucionizmus e-
gvik legfébb forrdsdvd vdlik. svolucionigmus—ellenességenek
alspforrdsai: az Onezabdlyozd pisc nem "halsdds”, az "irracio=-
nalizmus® sondolat /a "racionalitds"felé vals fejltdés/ viszza=-
utasitdsa, az emberi cselekvds lehetéadégeinek hangsulyozdesa.
Ugyanakior a domindns patternek Togalma nmegteremti az evo-
lucionista interpretécis lehetdfségét. A Livelihood of lian:
a7 embeddedness=bd1l vald kibontakozde mint térténeti folya~

mat. Primitiv, archaikus és modern pazdasdg fogalme.
A tBrténelembdl adddd perspekilva: az"elmaradott” térsadalmak
ma. 4 gyarmagogsitds birdlata. Az uj ut sziikedgessége., Pola-
nyi és a New Left.
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