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s i T

AN TNSTITUTIONAT, APPROACH TO NON=~MARKAT RCONOMIES

. 4 The insistent gf‘forét at sstsblishing an economics of underdeveloped countries
RS
is giving rise to problems of varving levels of abstraction. Outstanding among them,

so it appears to me, is the gquestion of the theoretical penetration of the economy in
4
pre-industrial societies thal possess no market system. Over the numrous\amr\ymms

less civilized and"‘-poorer countries of the present, we shoald not forget

\;W\\

highly civilised cmd waalthy empires pf the past which M sssased neithsur f
‘ M O(N;" o L8 e

{% § TR a
1ndmﬁor a market svstem. Anciiebesi
afnw»uui 7 o -ﬁ e

4 dbuquML’
obisisee of the manner in whichAeGonomic Pro¢ess watwt.

lotedsgsepedeby in these pre-industrial non-market areas, whether big or small, rich

or poors

is
‘ The purpose of this paper/to attempt an institutional approach te Anmefiangl socio-

Extkwrat economic eausa’ﬁion in non-market economies.

The argument starts from the wmwy different limitations of economics proper and
of the sssmgmd® "subdisciplines” of anthropology, sociology and history in dealing with

non-market economies. (See. I)

4?3,@,.

Difficulties arising for fs "subdiseiplines” out of the concept of the economy

are traced back to the founding of the neo-classical school of economies. (Sec. II)

Ertn. ’éwﬂé "5"{,"/
A definition of the economy is proposed nearer to the classies, which allows us

to employ institutional terms for comparative purposes, with some precision. (Sec. III)

Results attained are adduced to §11lustrste the use made of the conceptual tools
hére advanced. Examples are culled from the hiatory of the ancient Near Bast, and
C the 18th century Negro Kingdom of Dahomey, & ccmparabla sconomy some three thousand

years later. (See. IV-VI)




I.
i wf

ECONOMICS AND MO®MSME8. 5UB-DISCTPLINES

We will distinguish between two fields of organized inquiry into livelihood:
economics proper which deals with the markel systems and the subdisciplines of the
gocial sc?a?cea —!anﬁhropology,n?ociology,?Pistory - which study non—market econom@gg@
The first field we will call economies, while those disjointad fragments of knowledge
concerning the earlier organiltiion of livelihood we will designate jointly as economic
subdisciplines. Heconomics and the "subdiscipllnea" refer, then, by definition te two

different kinds 6f economies, which are commonly contrasted as "gdvanced" and "backward",

specifiable as market economies and non-market economies, respectively.

Approached from this angle, the potency of economies should be, in fairness, judged
in relation to its proper market field, and apart from its secondary capebilities in
regard to primitive or archaic economies, whether in t he contemporary or in the ancient
worldes It fit(;n w§11 with all this, that backward countries have proved accessible
to economic theory only at the fringes where trade and market of advanced countries
reached themj outside of the range of the market system, theory lacked the frame of

reference to which its concepts were adjusted.

All the more, it may have come as a surprise that neither have those "subdisciplines"
which sﬁécialize in non-market institutions reached accuracy in describing the backward
countries, nor did attempts % in this field attain to ssw substantial Insights even

faintly comparable to our understanding of the market economy.

Market organized livelihood forms into a conceptual whole through a system of
market prices. Single features of the economy such as manufacturing, trade and money
therefore readily interlink. - Manufacturing is earried on for gain made on price differ-
entgala!’land, labor and raw materials having markets of their own, similarly to food

and othar consumer's goods. Trade is a two way mavement of goods through the market,

directed by prices, and money a means of facilitating such a movement. Since prices are
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,l\l- to non-market ecomomies in contrast,we possess no institutional frame of refer-
®noe wuch as price making markets to hold on to. There is no agreement about what
exactly we wish to know, nor on what lines comparison with market economies should
Proceed, Festures resembling trade or money certainly oeccur, but there is no under-
lying pattern such as that of the market system to explain the movements of the things

and the direction of the efforta. Yet there ies a contimuous supply of material goods,

i.e., an sconomy.

Largely this was the burden of the eustomary complaint of the economist, when
blaming his l:ck of grasp of the scomomy in backward countries on the slien socio-
cultural structures that impeded the application of "rational” prineciples of behavior.
There seemed to be nmothing to take the place of the market mechanism. Actually, the
absence of market institutions was synomymous with that bent towards "irretionalism”
which stultified the econorist's endeavors. What has not been sufficiently conaidered
is the possibility that under the !'-—1rfauulu1:.har interlinkine patterns might operate,
different from ~xchange and still unexplored. In the present paper this avemues will

be followed up, and some results given.

Phile owing to the absence of market institutions to guide him, the economist was
thus prevented from penetrating the soeio-cultural tangle in backward societies, the
gocial seientists on their part, though experts in cultural settings that discount

"pational motives”, also failed to unravel the course of the sconomic process, since

no underlying pattern of the sconomy appearsd available to serve as a rafarent,

The dispers«1 of sconomic information amons the varlous social sciemces would
have suggested a linking up of those enclaves of knowledge. But the status gained by
economic analysis in this genmeral field discouraged such attempts. ronorics vebblieedbs
with its full-fledged intellesctual armour tended to monopolise conceptual initiative
in primitive sconomics, economic history and economic aseiology alikes The prevail-

LI ﬂ'.l.ill:l'.- aof opinlon -ut n pr-ﬂ.u.n on common—ganse maxims clothed h M




'-:-m affected by the alloeational definition in the early 40's, carrying in its wake

hﬁlﬂ corgllaries. For empirical study theres was neither necessity nor room left.
. making markets would be seen Zirwxgk though none were present, wherever
Bventually, price- .

trade and money occurred, and economiecs proper unuldfi.ﬁa over, leaving the subdiseip-

lines where they were. At times economistic influences flooded even the main selences
themselves, antr%opclny:_’; 1]
a utilitarian payehology and a one-sided exchange definition of money; recently

sociology developed a retisnalistic hent culminating in an ingenions scheme of extend

ing economic theory to the totallity of soclety; with economic hWistorians of antiquity

the myth of an invisible market pattarn has come to overlie the sconomic 1ife of the
ancient Near Fast, hindering the acceptance of a less commerciazl and mors realistie
interpretation of the economic facts of 'he Oriental empires. BEven this is not all.
dpari from the extraneous market frame of reference pressed upon non-market societies,
there was the lragmentotion of ‘mow!edge about non-markst economies owing to the

facts being domiciled in different sclences. "The place of the economy in society”
would mesn %o the anthropologist, its place in the cultural spectrum; to the sociol-
ogist, its place as = subsystem in 2 structured soclety; o the historian, its place

on a time scale of several dimensions. Differences of s=mantic coloring would

produce 2 jig-saw puzzle of non-fitting items. Leading scholars strained in vain to
reverse the trend towards departmentalization. The historian of antiquity, Bdu,rd
Eeyer, {1932}, the sconomic historians, Henry 3. Maine, Carl Tuecher, Otto H}.nt;u,ﬁiltﬂ‘ i
Max 'llbn[g,r:hrt -'ilm:h@.ﬁgm;}, the sociologists, Durkheim and Mauss, (1923), |
the anthropolopist ‘ﬁ-ch{i-d Thurnwald, (1936), advocated an integration of the disjecta
membra of I’h&t% tentatively called non-market economics, %dusrd Meyer and

Max Weber launched out on this task, but found no followers. Less ambitious attempts

PR T S ——

Yo reconstruct the mechanism of primitive and archaic economic inmstitutions were

e

abandoned, not the least owing to the lack of a unifying frare of reference.

This uncertainty about the concept of the economy harks back, we submit, to the
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livelihood, This was the first statement of the postulate of seareity, or maxin-
ization, As a suceinet formlation of the legie of rational action with reference

to the economy, it ranks high smong the achievements of the human mind,

Its importance was enhanced by a superb relevance to the actual operstion of
market institutions which, due to their maximiszing effects in day~to-day operations,
are by nature amenable to such an approach.

As Venger explained, however, in a posthumous edition of his work, published
in 1923 the economy has two "hasic directions”, only one of which was the economiz-
ing direction stemming from the insufficiency of means, while the other was the
techno-economic direetion, deriving from the requirements of production regardless
of the sufficiency or insufficieney of the means. Production is rationally indicated,
if consumable goods are altogether absent, % the factors are available,

In a section of Chapter IV entitled "The Two Basic Directions of the Human

Feonomy ", lenger writes:

"I eall these two directions that the human
aconomy can tske - the technieal and the econ-
omizing - basic (German: elementar); though
these appear as a mle, indeed, almost alweys
linked with each other, they nevertheless spring
from causes that are essentially different and

~ona another, and Rmmmmes 0§ Lhe econ ow\\a{\umug .
Lmo.\«e theiv appeavame e @lones.s The technical direetion of the human '
economy 18 neither necessarily dependent upon
the economizing one, nor is it necessarily
linked with it."®

It is worth noting that Wenger was faced by a semantic difficulty. He tells
us that for the phrase "economizing direction” he found no Gemah word correspond-
ing precisely to the adjective 'economizing'!, and so he used the closest available
term tgparend', specifying its meaning in brackets as ‘ikononteiorendts Yo then
added a special aaet;on on the phenomena that emerge from the conjunction of the

# Jtalies in the original, translation mine.




technteal and the ecomomiszii: dirschions of the human economyss

Betause of mhmn ant i formidable achievements of price theory opened
up by Henger, WW‘WM”“MMMMEW_%MM, and
the traditional Abuk seemingly pedestrian meaning of 'material things®, which was
ot scareity-bound, loot seadenic status and was eventuslly forgottens leo-classical
economies was founded on the new mesning, while at the same time, the old material
or substantive meaning faded from consclousness and lost its identity for economie
thought.

Later, Wenger wished to supplesent his 'Principles' of 1871 so as not to appear
to ignore the primitive, archaie and othar warly socleties which were belng studied
by the new social mrn Cultural anthropology revesled a variely of nonegainful
motivations which Mw./uwx to take part in produgtionj scelology refuted the myth
of a pervading utiliterian blasj ancient history showed cases of high cultures lack-
ing & markel system.®* Jepger wes now amxious to 1limit the application of his 'Frine
ciples' to the modern exchange economy. The posthumous editlon abounds in references
to the exchange or markel econcmy for which the 'Frineiples' were designed, on the
mm.-ﬁa—umwnmtwmwmummam.m :

Only guite receatly has atieation turned again towsrds the sconomy of the under-
developed and backward countries. denger's discussion of econsmic development had
however been forgotten. The posthurmous edition where the distinetion between the

¥ lodern reacers wioht = Stake enger's ‘Lechnical’ or LeChno-eeonomie” for ' Lechnow
logical®s The latter as Yenger was the first to recognize, was im its purpose alto-
gether different from the economy. The sconomy is limited to providing for the means
of want satisfaction, whether by economiszing or by production. Teehnology as such is
8 sphere of sctivity not wuwih* aimed at any purpose of this kind, but may ingle
m“i ntific, milita rposes or be .,z.,hu d for ﬁilm s
near himselfl 'm i:.a have hoia that et leing att nvoive ubilityrian
mmmuammmmmwwummmmumwm
logie of the sndsemeuns relationshipe This may have been one of the reasons why he
mmwmvumwwammmtafwm countries where such
gould

be sssumade
Tal | To designate these backward® economies! sumaikgeblieben,
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Mmammmz economies = ineluding Lisnel Robbins' mNm
with the"two directlions”s The London School of fconomies edition of the "erinedples’
in its rare book series (1933) chose the first editions Hayek, in a preface to this
"rgplica” edition helped to remove the postimmous Henger from the consciousness of
economists by passing over the manuseript as "fragmentary and disordered”s "For the
M,atwnu,”?mmmmmm “the results of the work of Menger's

later years must be regarded as lost.” Some twenty years later, when the terinciples?,

with 7.He Knight's prefaces were translated inte THZIIsh (1950), the first edition -
half the size of the second - was onoe more selected. Noreover, the translation
renderad througheut the book the term "wirtsehaftend” (literally: engaged in economic
aetivity) by "sconomizing"s Yet, according to Venger, this was the aquivalent not
of "wirtschaftend”, but of "sparend”, which he had expressly introduced in the post-
mumous edition in order to distinguish the allsgation of the insufficient means from

another direction of the economy which does not necessarily imply insufficiency.

.WWMMM%WWMWWW”WWWM

ing its two directions, and made no attempt to develop a particular set of terms

for the "baskward' economies which he had been the first to distinguish categorically

from the *mwod' onasy - mmﬂmn tried later by mmmmm For such
\MWMW W)\MM

@ task, comprising market and p ial non-market economies, a broader approach

mthammbcm,

== el el III,

Sueh a concept of the economy may be found to lie nearer to the elassieal than

to the neo-classical school of economic thought. The economy may thengbe described as
a process of continuous material supply which is channeled through institutions. The
definition conveys that the movements of the want-satisfying things which constitute

the process can be traced to the institutions in which that proeess is embedded; this

result from those institutions.

s

&,

again implying that the movements are caused by persons acting in situations which f?}%éﬂ

s

,
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This plcture of the economy coutains in nuce what we need to know about economies
in peneral, when in search of a frame of reference sultable for sn inguiry into non=-
market economlies:

1) Under this definition the economy forms & subsystem in soclety the relations
of which to other subsystems as well as to the totality of society are absariable.

2) The ecomomic subsystem is a complex of process and institutionsj the process
consists of movements of things, economic institutions are the referents do the situa-
tions that direetly control those movements.

3) The body of the sconomy aceordingly is made up of the movements and the insti-
tutions that typlezlly creste the situations which directly econtrol the movements.
These are the economic institutions. They are inseparable from the process; together
they form the economy (other institutiens, enly indirectly affecting the process are
political, religious or otherwise non-economic institutions.)

L) Non-sconomic institutions may exert thelr influence on the cconomic process
exceptionally - either accidentally or peripherslly - by erealing situations that are
untypieal, as when a c¢hurch dignitary claims royalties on a best sellers Otherwise
such institutions exert an influence only by entering into a situation typieally ereated
by an sconowle institution - the dignitary way help to boost the sales of an authorized
work or by exerting an influence on the latter institution dkmwkf, e.ge, the book market =
{tself - the dignitary way jmitwctmds favor censorship of literary publications - thus
enhancing or ‘r«hmm its effectiveness.

§) The boundaries of the subsystem ars, in the nature of things, elastic since
the economic character of the institutions is s nétter of the degree of ilmmediacy with
which they affect the process.

Patterns of W». ~ation

Comparison must start in this case with the distinguishing of market economies
from Wﬂ econonlies,

Usrket economies are as we hpve Seen, readily identifisble by the dominsnce of a

. economies are of

RS aanet e
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. gelferamlating system of price-making ©
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baffling socio-culturel variety, However, basieally they have been found to be instituted
in two genersl patterns: reciprocity and redistribution, or a combination of the twos

This raises - together with market exchange — the mumber of genersl patierns to three. |
Under a market system things sre moving at the mest favoreble rate within a self-regulat- ‘
ing system of price-makin: markets, an exchange pattern unique to our times. Heciprot-=

ity implies things t.h;t; sre moving between two or more symmetrieslly placed persons or
groups, Redistribution postulates centrality, that is, things are directly or indireetly
allocated from a center (on & smsll scale the ubiguitous peasant houseshold belongs here). |
Symmetry, centrality and a system of price-making markets are structural requirements

of our three general patterns, respectively. '

These patterns are not mutually exclusive in a particular ecomomy, rather they tend

to coexist with one more prominent than the others. Not even dominance of the market
pattern excluded the reciproeity of giftegiving st Christmas, nor the growing redistribu-
tive asetivities of the various governments on different levels. long distance trade,
w.mmmmumxwiwmmaymmmmomm as gift trade,
on reciprocative lines, while domestieally the things exported and those imported were
collected and redistributed through the chennels of a central administration. Alse
futuk isolated markets were frequently found interspersed in dominant non-market forms
of integration.

Nevertheless, there is something distinetive about these three patierns of move=
ments and the institutions that chamnel thems A process embodded in such g general
institutional pattern would gain a unity and stability not otherwise attainable by it,
1.0, displaying a measure of. interdependence between the parts and a certain recurrence
of sequences. It is in this sense that the underlying institutions which ehannsl the
process ean be said to have an integrative function, producing an oconomy, a8 & unit.
Hence their designation as "patterns of integration.”

#hile it is emphatically impossible to classify ecomomies as & whole according to
pattarns of integration, these mot being mutuslly exclusive, economies can, be accurate-
1y deseribed in regard to speeific sestions or levels, in terms yelated Lo gueh R
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In regard to these parts, the patterns may apply separately, and introduce disjunctive
eriteria which can serve as a frame of reference in rega¥d to that area, This is
essentially similar to such specific cases as that of the market system in regerd to
modern exchange economyj reciprocity in regard te the Trobrianders or redistribution
in regard to Pharsonic Egypt. i3 between eoexistent patterns however, dominance should
be coneeded to the one which integrates food, land and labor with the rest. 411 three

are so integrated by the market, under z market system,

For our @ssay the three patterns have a particular employ. 'n a sense they provide
the tertium compardtionis on which compsrison hinges.

A comppehensive study of economies must aim at a comparison of analogous features
of the economy under different patterns of integration. To this end our study must aim
at the formulating of terms eapable of describing the institutionally channeled process
and of permitting such & comparisen. The comparison is to be asttempted between sueh
familiar festures of a markel system as e.g., money, trade, price or cpaital and broadly
similar features of non-market economies.

Those features have then Mirst to be deseribed in a elearly identifiable fashion,
yot divested of the qualities which reflect the eontemt fxwmw frem which they were taken,
namely, that of the market system.

Several steps then, are regquired: to identify the item in its familiar particular
context; to redefine it then, in general termsj to compare this model with its assumed
analogue in the alien context, and, finally, to determine the institutional setting in
the latier context which accounts for the situations that explains the movements.

The crux of the matter is the redefining of the feature in general terms, that is
retaining no trait that might smw restrict its sultability to a definite context such as
the market system.

=
Our "two level" definition of the economy - process and institution « may offer a

clue of how to proceed. In effeet, it allows the reduction of the 'economic! feature
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to 1tems of movement in the process and an accompanying item in & situational setting,
The former represents a locational or sppropriational movement of things, the latter
verson® in a situations The movement ean then be oircumseribed operationally, the
situation sociologically, thus avoiding 'ecomomie'y i1.0., potentially market bissed
terms. Such a reduetion of an *economic" fezture to situational oper:tional terms,
rests in the last resort om the institutional approachs It appears to have been success~
fully attempted in some instances, and possible in others,

Admittedly, the success of sueh a prodedure camnet be taken for granteds It may
prove impossible to isolate in general terms our particulsr feature from the market
system of exchange of which it 1s a function. ZHven if successfully isolated it may
prove vain to look for a funetionally snalosous featuwe in a nonwmarket economy.

Ncedless to say, the transforwing of kiewxw teswm® as here suggesied, from one
semantic sequence into another, however consistently perofrmed, ensures no more than a
formal correctness, without sny pain in substuntive knowledge. The points clarified
may be no more than system-difficulties arising out of the procedure applied, not
recognized problems previously 1isted under this heading. Yet unless light is throwm
on matters of such primery interest, mo advance in knowledge ean truly be claimed,

Iv
MONEY USES

To begin with money as it is commonly understood under our market system, we will
re~de’ine that feature in general terms and apply it to eorresponding items under a redis-
tributive pattern.

The operational definition of money denotes all kinds of guantifisble units or
fungibles, as money as long as they are employed in any of the uses listed below. les
fungibiles were eircumseribed in Foman Lew terms as guae numere, pondere ac mensurs
wm The "uses” themselves are determined in a neutral manner which assumes
mmmrmmtmnmwarmmmmfmﬂmbmm. but

\



integration.

- Hone; is then defined as a fungible employed in any one of the follawing uses:

el ;_4_,"._.- ment, &5 o standard or in exchenge. Ffhether the fungibles such as shells, grainm,

ol 15

J,_, :..,.m o i bars, coins or banknotes are regarded a2 a toksn or not is irrelevant, Fayment
= _..,,1__ A

1 POSUNS in & sitoation of obligation, and & handing over of fungibles has the effflect of
} a — -

5 | i,
”' " wiping out the obligation. lonay used as a standard” is & quantitative tag abbashed

: ﬁ}ﬁu of things of different kinds as a wmoans of "adding up spples and pears”,. This
%.'ﬁ;*-uuularlr roalevant to aituations of barter and of sccountansy. Finally, there is

: ﬁhhanm use offungibles, that is, scgquiring them in order %o soquire other objects

m 8 further act of exchanges The Nungibles employed in indlrect exchange thereby

5 it ﬂ the charactar of monay.

B

E mestions of ;rlor standing on whieh insights =ight be attained in this way inelude
E; e origins of money, the econowic significance of money objeects, particularly of pre-
._L £y m wotals, internal und externsl money, money as a symbolic systex like language or

ﬂ.‘bim, fits relations te treasures, finance, hoarding, sccountansy an: the growth of

mﬁm.
:.h:'.,. g h? Payment appears to stem from three, wide-spre d aboroginal institutions: wooing,
- M and fines, These crsate the aituations in which obligations were terminated

*-j#m:h the handing over of guant!fisble units. In effect, this seems to be the sarliest
hnly use, since in regard to weregllt and fines the obligation is not 'economic' but
yather religious in charseter, runishment i3 whit settles the trunsgressors gullty if it

is subiect to counting, &5 lashes of the whip or giving sheep, it is payment.

The origins of the standard use of monay appear to be widely differant from the

e el e r—

w hl'l"lt t|sprung from rria:r rates orlginally established thmah m
» in markets. Without the market habit, m.n-mmmarwm

traditionally held explanation. It was balleved that standards of "value" as the m i'J

4 ‘have possibly developed. This opinion as Richard Thurnwald, the anthropologist has shown,

-ﬁiﬂ&m Nor do recent views on the economic hintanr of mﬁ.
\‘t;nm

h*ll position. FBabylonia, where the use of silver as l

ars ago is well attested, had no market system of any account. Standard rates were of ¥




Panages, composition and similar payments involved the statuating of rates, from the;
earliest times. This together with the pervasive factor of accountancy, exerted a
powerful standardizing influence. Not exchange, but administration was the creator of

money as a standard.

Operationally, the standard use of money arises from situations which require the
"adding up of apples and pears”. In bartering, either side may offer various objects
the sum of which is to be egualized with the sum of other objects offered (maybe with
a small equalizing paymenti- Akkadian: niplatum - to be made by W one side. Staple
finance is the large scale handling of staples - stored or still uncollected - for f
purposes of planning, budgeting, h-laneing, and contrel. This, too, requires a stand-

ard.

Tgxation in kind is impracticable in the absence of a standard where several erops
are involved. For guite apart from the needs of sccountancy, the handling of taxes
in kind damands-alasticity in order to be rational, as well as for the protection of
the taxpayer. For the taxpayer the obligation of paying in a produce he may be short
of amounts to a grave hardship, while for the treasury the totals of the various staples
tend to even out over the territory of the country. Assessment and tax may be therefore
expressed in a standard unit ( e.g., a grain of silver per acre ) while payment is
permitted at tha‘dmbtar's choice in any staple of the standard rate.

All this has particular relevance to the appradsal of money as a means of exchange

and markets as the institutional locus of exchange. That money is primerily a means

of exchange ranks among the most powerful axiomatiec presumptions in the field of modern
economic thought. The axiom was believed to encompass the whole history of eivilization
and was even extended by anthropologists te fully primitive soeciety. "In any economic
system, however, Xax primitive, an article can be regarded only anQZ:s money ", Prof-
essor R. Firth declares "when it acts as a definite and common medium of exchange, as

a convenient stepping stonme in obtaining one type of goods for another", (Art. "Curreney,

primitive” in Eneyel. Brit., lith ed.) Sueh a sweeping prouncement by an authority
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unless critically counteracted, would leave no roogd?or the descriptive facts as collec-
ted by anthropologists and economiec historians; create an erroneous picture of the
emergence of the various money-uses; and distort the connection between the development

of institutions and the paths of economic growth.

Ve

PRTICE - TRADE - CAPTTAL

The spread of - prices - figures representing the rate at which goods of different
kind change hands is accepted as another visible indication of "advance" in the economy, -
However, a term should be employed for 'price' which lacks the association of fluctuation“\

v waduX e
characteristic oprrice—making markets phat—seromSeRies-meriret—rat®s. AS a convenient

generalization, the term 'equivalent' offers. Equivalents then are rates meant to be
unchanging until they are re-set, usually in the same manner in which they were orighn-

ally statuated, proclaimed or otherwise instituted.

A study of equivalencies in Oriental antiquity has revealed an unexpected duality
of intent: substitution versus exchange. It appears that the substituting of one kind
of staple for another in payment precedes the use of equivalents as setting a rate of
exchange. The two mesnings 6f "for" (French: pour; German: fur; Hungsrian: ert) would
show that the two uses are fairly widespread with some indication of substitution being
the earlier of the two. This may of course merely denote that administrative methods

of a central economic government, preceded on the whole, the market method of exchange.

Two different changes in the field of equivalencies should then be assumed to have
taken place in antiquity: A change from substitutive to exchange egquivalencies; followed
by a change from equivalencies to fluetuating prices, running the gamut from permanent

rigidity, over an increasing degree of elasticity, to market made prices. While the
two kinds of equivalencies - substitutive and exchange ~ are referable to their taxation
and set-price markets - the development from unchanging to changing, and indeed, to

fluetuating prices, must have largely reflected changes in the character of t rade,



bartieularly in the role a@ mark;ts in the organization of trade.

5

\.«M kkh» ‘
Ilka money is'a faature in the economic field as old as man's organized
existence. If for no other regson than the almost univeraal custom of exogamy, which

causes wooing and marriage to bridge over long distances accompanied by goods, bothways.

Our final example, external trade, like money, Seems to be in one form or another,

as old. Yet again, Endora foreigh trade is primarily a two-way movement of goods,
determined by prlces; Wh11£ under ’Iﬂﬁtﬁiuy eonditions it is much akin to raid, exped-
ition, booty or other ways of one-sided acquiring of goods from a distance with the
difference of being fairly peaceful, almost as an afterthoughts These latter differen-
tials are of course gquite often due to gifts being carried the other way which eertainlj
made for peace and regularity of dealings. In this case, the use of the term external
trade is put to an almost Xmmsi intolerable strain. Take mutuality out of external trade
and you have lost its raison d'etre. But the ambiguous figures of Homer's traders and
the Viking raiders, and three thousand years later perhaps even the British warships
off Tientein, and the American navy off Yokahama weakens the weight of the argument.
Nevertheless, we justly speak of trade. The device employed here 18 to draw attention
to the shift in the criteria of external trade from the center to the periphery ( or
vie-versa), yer maintaining the term on the strength of the processcharacteristic of

early trade, namely, acquisition of goods from a distance, while the institutional

embeddedness has not inconsiderably changede

Expressed in money as a means of exchange, capital presents itself as a sum of

money. For exchange is a source of profit if it occurs as between things marked by a
price differential. Under other patterns of 1nstituticnalisat1on, the accumulation of
wealth happens through the colleeting and storing of staples at the center or the hoard-
ing of treasure. Whkle staples accrue through deliveries of staples whether as tax or

tribute, treasure is hoarded from the circulation of elite eirculation, a function of

status and prestige.
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V, PRICE

The usuad approach to money as a means of exchange, so natural to o'r days made a
realistic comparison between the important culture trait "price” in different pre-

industrial societies 211 but impossible.

It hid from view an institution which was the key to the understanding of the
large scale non-market economies of antiquity, almost as much as market prices are
fundamental to the theory of market economies, Ve mean the institution of eguivalencies,

in the narrow sense of that term ( akkadian : malTrum ).

In market-orranized economies the funetion of woney lies primarily in the creating
of prices. These prices fluetuate and gear markets into a self-regulating system, lonay
as a means of exchange, price~making markets and fluetuating prices have the combined
effeet of quantifying and thereby rationalizing the economic process. Hffieiency,
ro'w by eosting, hinges on prieecs allowing an exact comparison of the ways of produc-
ing goods under given conditions. The automatic rationality of the economic process
is thus the outcom» of the fluetuating prices that accompany the play of the market
mechanism. Hence the necessary association of money 88 a menas of exchange with fluetu-
ating prices and of prices with fluetuation. The way to the understanding of equival-
encies is thus barred. For any unchanging guantitastive relation between the economie
imporfance of staples must take on the conmotation of a "set"price, implying that the
unchanging character of the rate i1s due to something that has been done to the price.
This something being the freesing of it. The concept of an inhewently unchanging price
appesrs then almost as a contradietion ‘m wke terms, Similarly, any guantitative rate
must represent a rate of exchange, since exchange situations now falsely appear as the

only qugntitative ones r«lsvant t» the economy.

This amounted to ignorins two main characteristies of equivalenciess first, that
these were not prices which unless frozen would otherwise fluctuate, rather they were
born as unchanzing rates which, in prineiple, would change only in the same way in whieh

they were established; secondly, that these equivalents were not necessarily intended

i e NRBERe
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to express rates of exchange, tut rather rates of substitution, a very different
matter.

as a
For comparative purposes,/generzl termf equivalency which Tacks the association

of fluetuation should be employed for "price". Unless gualified so as to mean market
price it designates permanent rates. If changed, they are re-set, usvally in the manner

in which they were originally statuated, proclaimed or otherwise instituted.

A study of equivalencies in Oriental antiquity has revealed an unexpected altern-
gtivity of their intent. Equivalents may serve to indicate how much of one kind of
staple may be gziven in lieu of another (substitutive equivalency)s or the intent may be
to set s rate of exchange (exchange equivalency)s The two meanings of "for" (French:
poury German: furg Hungarisn: -ert) would show that ambiguity of intent also may have
been fairly widespread. The substitutive eguivalency is apparently ﬁho earlier of the
two. This may, of course, mersly denote that the adrministrative methods of a central

economic governmment preceded on the whole market methods of exchange.

The importance of equivalencies in the frame of the redistributive pattern ean
hardly be exaggerated., Substitutive equivalencies are here a means of rationsl aecount-
ancy, but they also serve a: a safeguard of freedom of choice in defraying taxes, as well
as in choonsing between definite amounts of ration goods as under a "point system" of
rationing. The emplovment of equivalencies in exchange has an all-round liberalizing
effect, OSimilarly to tribal communities where gsinful transactions do not nceur, they
are also frownad upon in archaie snciety particularly in regard to the necessisies of
life. "hat strikes us as the economic and personal constrictedness of primitive condition
springs from an obsessive avoidance of gainful transactions. The moral and inter-
personal advantages of such an attitude are paid for by xsf forgoing the mutually
useful combination of goods that result from freedon of exchanges., Bquivalencies may
step in at this juncture as an act of liberation of immense consequences for the

economye It widens not only the economie possibilities but also the range of personal
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structures of the underdeveloped countries seemed to obstruct rationsl anal:
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AN INSTITUTIONAT, APPROACE TO RARTY NON-MARKET RCONC/TLS

\\ by Karl Polanyi

The economies of underdevelopment is giving rise to .roblems at‘varyiﬁg
levels of abstraction. Outstanding among these, so it appcars o me, is the
question of the theoretical handling of early economies that po:u@ss no market
systems. Such efforts must be condemned to failure as long as investigation,
as usually happens, is arbitrarily limited to contempérary Deopics. Vet nope
market societies comprise alongside of the baclward peoples of Asia, Afri
and the Americas, most of the highly civilized empires of antiquity, which zalso
had no secondary industries, nor a market systeme And indeed there is the same
lack of understanding of the manner in which the econcmy operated in all pre-
industrial non-market areas, whether big or ;mall, poor or rich, contemporary
0
or long past. Over the Tribrianders we must not forget Sumer znc Picimaic

Egypt. No serious theory of non-market economies can ignore tuu recora of the

wealthy civilizations of ancient history.

Two fields of organized knowledge into man's livelihood are on record,
economics proper and those fragments of knowledge that concern pre-modern

types of livelihood. These we will designate as the "sub-disciplines" of ihe

respective social sciences —}i?thropology and{history. The corresponding

-

economies can be contrasted as "advanced" and '"backward", speccifiable as markes

economies and pre-industrial non-market economies.

Our interest is here naturally solely in the latter. It fits in well

with this, that these backward countries have hitherto proved accessible to

{..‘ i
of advanced countries reached them. Beyond that rance ,alien so~¢o-uuon:“-c
DD .

~

theoretical treatment almost exclusively at the ;rvnvcs where trade and markets

(‘»,,

]

siﬁf\for lack of an institutional frame of reference.
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 1s no agreement about what exactly we m¢sh to xnow, r*ﬂ+ s

no

All the more, it may have come as a surprise that neither Have troze

F's

: 1

"sub-disciplines" which spe01a11 Ze in non-market institutions rezched any
."’

notable accuracy in describing tMUUQ.oaccuu *d countries, nor did attempis
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this field attain to any insights even comparable to our understanding of the

market economy, which is incdeed remarkable.

Market organized livelihood forms a conceptual whole throuzh a system of

market prices. Single-culture-traits- of the pcvomv such as anufacturing,
5/0 ] )
¢ AR e & it
trade_and-money-readily-interlink. Hanuiacturlnc is carried on for gzain made

on price differentials on costing goods such as land, labor and raw moterials

which have markets of their own, similarly to food and other consumeris Z0oCs.

14

Trade is a two-way movement of goods through the market, directed by prices,

and money a means of facilitating such a movement. Since prices ars formed in
markets, trade is market trade and money is essentlially exchange monesy. SBoth
trade and money can then be regarded as functions of the market, and a ssl
regulating system of price-making markets may clearly result in a continuous

supply of goods. The economist's question is only, how does it all work?

As to non-market economies, the position is completely c1¢*bAc 1t.  For
ancient Babylonia or the West African Negro empires we possess no institutional

frame of reference to hold on to: such as rice-making markets. Hence, there
3 2
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expectea~taintesrlock, nor what lines a parallel Wlth market economies should
Carvia '\l Lo \_g'.;\} )

follow. Culture #raity resembling trade or money ecritaimily occur, but there

is no underlying pattern such as that of the market system to explain the move-

ments of the things. Yet there is é continuous supply of material goods, that
H

is, an economy.

This was largely the burden of the complaint of the economist, when blaming

his lack of theomeixnal penetration of the economy inb ackward countries on

- those alien soc1o-cu1tura1 values and—motivations that impede the application

s
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of "ratlonal" pr1n01ples of behavio fsetualdyy the absence of market institu-
',‘_/' L ) X
tions was»1dent1ca1 with that tendency towards "irrationalism™ which stultified

Rho—eeoﬂbmisiié endeavors at comprehension.

In terms of empirical research the dispersal of cconomic information &mong
the social sciences Should have suggested a linking up of those cnclaves of

atus gained by economi
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knowledge to form a whole. But again the si
in this general field of study discouraged sich atie emposSe. Lconomics in 1ts

full-fledged intellectual armour tended To monopolize initiative in primitive

climate of opinion set a premium on common-sSense Maxims clothed in academic
gowns, which were then substituted for empirical research and critical analysis.
Faced with the choice between an advantageous and a less adv antagecous course,
most men tend to choose the former, was a typical pronouncement of conventional
wisdom #nd was deemed sufficient to posit the axiom of gainfulncss as a univer-
sal principle of human behavior. Once introduced, such an axiom would serve

to justify the reception of the ambiguous terms of supply and demand wherever

things were available (supply) that could be employed as means o a purpose

(demand ). Unwittingly, the human world would thus be transformed into & poten-
tial market system with trade and money as logical corollariess.
enquiry there was ncw.neithef ﬁeceSSity, nor was room left for it. Bveniually,
price-making markets would be seen though none were present wherever trade and

o

money occurred, and economics proper would take over, leaving the specific
sub-disciplines where they were. At times such economistic influences flooded
not only the economic sub-disciplines, but the main sciences themselves.
Anthrépology itself was affedted by the allocational’'definition with its weke
of a utilitarian psychology and a one~-sided exchange definition of ﬁonsy; more

recently sociology dcveloped a rationalistic tendency culminating in &n ingenious

scheme of extending economic theory -to the totallxy'of society; wﬂuh econonic




historians of antiquity the myth of an invisible market patitern has comz to

overlie the economic life of the Neoar “ast, hindering the acceptance of a less

o’-

éommercial and more realistic interpretation of the facts about the eco
of the Oriental empires. Even this is nob all. Apart from the extrancous narkst
frame of reference, that was here forced upon non-market socicticé, there was
ﬁhat fragmentation of knowledge about non-market economics, the relevant facts .. -
being domiciled in the different social sciences. Hence, "The place of the
economy in Ssociety" would mean to the anthropologist, its place 1. the eultural
spectrum; to the sociologist, its place as a subsystem in a struciured society;
to the historian, its place on a time scale. Differences of sarantic coloring
would in this way tend to produce a puzzle of non-fitting items. Lezding
scholars in vain strained to reverse the trend towards departmentalization.
The historian of antiquity, Eduard Meyer, the economic historians denry S. lfaine,
Carl Buecher, Otto Hintze, Nax W:Eber and Marc Bloch, the sociolozists Durkheim

and Mauss, the anthropologist Richard Tarurwald, advocated an integration of

3

the disjecta membra of what might be tentatively called non-market economics.

Eduard Meyer and Max Weber launched out on the task, but found no followers.
B. Laum's explicit attempts at a general history, trying to reconstruct the mech-
anism of primitive and archaic economic institutions, was abor

for lack of a unifying frame of reference.

This calamitous uncertainty about the concept of the economy harks back

-

we submit, to the founding of the neo-classical school of economics, with

somewhat confusing influence on the study of non-market economies.

Ils

THE POSTHUMOUS CARL MENGER

Neo-classical economics was established on Carl iMencer's premiss that its
5 : ¢ =3 x

P

appropriate concern was the allocation of insufficient means to provide for




man's livelihood. This was the first statement of the postulate of scarcity,
or maximization. As a succinct formulation of ithe logic of rational acticn with
reference to the economy, it ranks high among the achievements of the human

minde.

A " - i ‘ .
Its 1§portancc was enhanced by a superb relevance to the actual cperziion
of market institutions which, due to their maximizing effecic in day-to-day

operations, were by their verv nature amenable to such an aporoach.

iy
¥

As Menger explained, however, in a posthumous edition o
in 1923, the economy has two "basic directions', only onc of whichw as the
economizing direction stemming from the insufficiency of mecans, while the

1/

other was the "techno-economic” =~ direction

requirements of production regardless of thevsufficiency or insufficierncy of the

0 5

meanse For rationally production is called for if consumable goods are absent,

while the factors are availablee.

In a section of Chapter IV entitled "The Two Basic Directions of the
Human Economy", Menger wrote:

"T call these two directions that the
human economy can take -~ the technical and
the economizing - basic (German: elementar);
though these appear as a rule, indeed, al-
most always linked with each other, they
nevertheless spring from causes that are
essentially different and independent from
one another, and in some branches of the
economy actually make their appearance
‘alone«.s The technical direction of the
human economy is neither necessarily depend-
ent upon the economizing one, 7or is'i%
necessarily linked with it." 2,

1/ Modern readers might mistake Menger's "technical or "techno-economic’ for
"technological". The latter as Menger was the first to recognize, was in its
purpose altogether different from the economy. The economy is limite DY
ing for the means of want satisfaction, whether by economizing or by produc
Technology as such is a sphere of activity nol necessarily aimed at any purpose
of this kind, but may include scientific or military purposes or be enjoyed for
its own sake, according to Menger.

2/ Italics in the original, translation mine.




ierend!s He then added a special section on the phenomena Lhat emelfe 1000
the conjunction of the ‘'techno-economic' and the economizing directio

human economys.

Because of the brilliant and formidable achievements of price theory
opened up by Menger, the new "economizing" or formal meaning ol economic becams
the heaning, and that more traditional but seemingly pedestrian meaning o
"materiality", which was not scarcity-~bound, lost academic status and was

~

eventually forgotten. Neo-classical economics was founded on the new meaning,

while at the same time the old, material or substantive meaning faded from
v )/

consciousness and lost its identity for economic thought.

Tot vri el 1 ! i

Iater, Menger wished to supplement bis Principles

nnear ! i nnre ”\* D1 'lm't Live ¢ { ! vl
variety of non-gainful motivabticus which ilnduced wan Lo Tae pilt LI pUouil ion;
sociology refuted the myth of an all-pervading uollltarnan bias; ancisnt hisvtory
L.

showed cases of high cultures having no market system.  Menger was now anxious

N

to limit the strict application of his 'Principles' to the modern exchange

37 The formal and the substantive meanings of 'economic! as previously developed
by the author contrasted 'economlzlng' with 'material'e This latter meaning i
common to &ll the 'subdisciplines' of the social sciences goouped above, 28
economic. In speaking of the economic process, we are referring therel
substantive meaning of ‘'economic's In brief, the institutional approach
economy implies the substantive meaning of ‘'economic' which thus bocomes & step-
ping-stone towards the definition of the economy as given here. {Seez Trade &
Market in the Early Empires, Chapter XIII).

_/’Mcnger himself seems to have held that economizing attitudes involve util
ian value scales in a sense which we should rcvard to-day as an undu imi
of the logic of the ends-means relationship. This may have been one
vhy he hesitated to embark on any theory other than that of "advanced”

where such Walue scales could be assumede




economy (Verkehrswirtschaft). The posthumous editio

+he exchange or market economy for which the 'Princi

one hand, and the non-market or vackward economies, on the other.

e

Only quite recently has attention turned again towards the €Conomy of the
under-developed and backward countrics. Menger's discussion of
ment has however been forgotten. The posthumous edition where the distinciion
between the two directions of the economy is made, WaS never translated intw

Englishe No presentation of neo-classical ecohomics = including Iionzl Hobtbl

(1935) =~ deals with the "two directions". The Iondon School of mconomics edition

-
-
(&)

~C‘<
¢

o4
of tne 'Principles' in its rade book series (1933) choses the fi
Hayek, in a preface to this npeplica" edition helped to remove ine posthumous
Menger from the consciousness of economists by passing over the manuscript as
v

nfragmentary and disordered". 'For the present, at any rate, " Professor Hayex

3

concluded, "the results of‘thé work of Menger's later ycars must be regarded

as loste." Some seventeen years later, when the 'Principles!, with F.x. Knight's
preface, were translated into English (1950), the first edition - haL? the size
of the second was oncé mdre selected. Moreover, the translation rendered

throughout the book the term mrirtschaftend" (literally: engaged in economi

activity) by neconomizing". Yedb, according to Menger, this was the eguivalent

v

not of "wirtschaftend", but of "sparend", which he had expressly introduced i
the posthumous edition in order to distinguish the allocation of the insulficient
means from another directlon of the economy which does not necessarily imply

insufficiencye

Menger himself was content to universalize the .concept of econoric activity

by stressing its two directions, and made 1o attempt to develop a particular

set of terms for backward! economies which he was the first ©o distinguisn

-

§7'Menger ases several words to designate these "packward? economiecs: ZUTACKEE0-
Tieben, unzivilisiert, unpntwickelt.




categorically from 'advanced' ones; noTr was this tried later by other socias

y

scientists. For the purposes of such a task, involving as it doss a Ccompirison
of market and pre-industrial non-market ccohomies, a broader approach to the

sconomy may be needed. Such a concepd of the economy may indeced be found ©o

lie nearer to the classical than to the neo-classical school of economic tThoughve.

O

BASIC PATTERNS

The economy as a sub-system in socicly may be defined as a process of
continuous material supoly channeled through definite instit

consists of movements of things, the movements being caused by persons acting

in situations created by those institutions.
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in nuce all the semantic elements needed fcr our theoretical purposes. in
economic process and its institutional integupent made up of TocrScons in
situations!, forms a complex whole. In actuality things and persons in situa-

tions, are inseparably linked while analytically they are separates

degree of both as to how typically they contribute to the forming of thdse
situations and the immediacy with which these affect the process. Other institu-
tions, less indirectly affesting the process are political, religious or other-

wise non-economic. These exert their influence on the economic process only

~

exceptionally - either accidentally or peripherally - for instance by ¢z

3".":. ne
Cavalizg

Fa i |

untypical situations as when a church dignitary who hapvens to be a successiul

author claims royalties on a best seller. As a rule non-economic insvitutions

) - . . - Dt o ke . i . - 4""\:,"':‘:;3 .
exert an influence only by entering into a situation Tthat 18 typically creaved




O

by an economic institution: the dignitarvy may help boost the

authorized work; or by exerting an influence on an economic institution as such,

e+g+, the book market: the dignitary may favor or frovn upon censorship of 1it-

erary publications -~ thus influencing the effectiveness of the boolk market.

o~

Analysis must obviously start with the distinpuishing of ~arkel economies

from non-market economies.

While owing to the absence of market institutions to guide him, the
economist was prevented from penetrating the socilo-cultural tanzle in tackward

societies, the social scientists, though experts in cultural sciitings that
discount "rational motives', nevertheless failed to explain the courss ol The
economic process, since no alternative pattern underlying the econory apseared

available to serve as a referent. v

What, it appears, has not been sufficiently considered was the possipility -

Ny

that under the surface other explanatory patterns might operate, different from
: g )

exchange and not yet explored.

Market economies are as we have seen, readily identifiable by The dominance
over the whole of a self-regulating system of price-making markeis; non-
market economies -in contrast show a baffling socio-cultural variety of patierns.
However, such economies have been found to be instituted in two besic patterns:
reciprocity and redistribution, or a combination of the two. Together with

market exchange this raises the number of patterns here distinguished to taree.

Under a market system things are moving at the most favorable rate within
a self-regulating system of price-making markets, an.exchange pattern unicue

to our times. (A)

. -ng
S A~

Reciprocity implies that things are moving between Wwo or more Symmetr.Cal.y

placed persons or groups. (B)




Redistribution postulates centrality, that is, things are directly or

indirectly allocated from a center (on a small scale the ubiguitous puatant

household belongs here). (C)

A system of price-making markets, symmetry and centrality are struciural

requirements of the three basic patterns, respectivelv.

Apart from the market economy, the patterns are not mutually exclusive in

' ooy

a particular economy, rather they tend to co-exist with one more prominent

than the others. ILong-distance trade for instance, ran

of antiquity regularly as gift-trade, between the rulers, i.e., on reciprocative

lines, while the things exported and those imported by the rulers were domestic-

ally collected and distributed by them through the channels of & central admin-
istration. Similarly, isolated markets are'frequently found interspersed with
non-market forms of integration.

Nevertheless, three patterns of movements are distinctive and significant

causing stability and unity, i.e., a certain measure of recurrence and of
interdependence of the parts. These patterns have therefore an integraiive

function, Hence their designation as 'patterns of integrationf.

As a rule it is impossible to classify economies according to basic

patterns, since these are not mutually exclusive, and dominance can ot as a

rule be claimed for any one of them (except again, in case of the markel system

However, definite branches or levels of the economy, can be often ascribed o

one of the patteens, which may then serve as a frame of reference in regard to

e
ok
.
i,
2}
[¢7]
<
©
[
}_.l
(]
£,

that sector. In ancient Iuhmmmx Israel or in Dahomey, reciproc

2

on the village level, while on the nation level the redistri

)

butive pattern
obtained. Similarly, int he domestic sector of trade redistribution
of the movements of imported and exported goods, while in the foreign sector

of trade as between the rulérs, reciprocity prevailed.




Hence for comparative purposes our patterns A,B & C have a particular
significance. ¥e must aim at comparing corresvonding culture +-aiis a8 ey

)

occur under those patterns. For instance, such familiar i

as money, price or long-distance itrade should be comparea with broadly corresp-

<4

onding economic culture traits in non-marke: cconomiesf] Tnis approach will be

followed up here, and some tentative results given.

The distinction between market and non-market economy involves as
the economy as a whole. The two non-market patterns may concera only single
sectors of the edonomy. Nevertheless, this should allow a comparison of
definite economic traits as they vary under patterns 4,B and C-and even %o
generalize: how far do these traits show similar variants under whe differens

patterns? And eventually to what extent, if any, do those similarities help

to explain the working of the economy as a whole under these patisrns?

3

Admittedly, semantic difficulties arise: having identified the trait, as
e.g. money or price, in its familiar context, we must re-define that traii in

general terms; then compare this model (4) with its assumed analogue 1in the

"

5 sy =
e crux of the

T

context (B) and (C) and fix its institutional setting there.
matter 1s how to generalize the trait in terms which do nat restrict it to the
familiar context, yet Zmxmiixuz leave us reasonable freedom to identify its var-

iants in ‘another context.

T,

However, our definition of the economy offers a clue how to procesd. Th

(¢4

economic process is conceived as a locational or appropriational movement of
things while the institutional integument consists for us of "persons in situa-

tions" causing the movements to hapven. This should allow the rcduction of

"economic" traits to a combination of things in movement and nersons in sit

tions. The movements of the things can be circumscribed operationzlly, the
situations can be determined sociologically, thus avoiding such valuational or

motivational terms, that may belpotentially biased by virtue of the associations
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of the original context. Such a procedure which re
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economy to operational and situational terms rests in the

4

approach to the economy as an instituted process.

The gist of this formulation was given by Menser himself in nig posthumous

worke The actual economy, he wrote, consisted of roods that ars movine in the

-

process of production and exchange, as well as of persons ressonsible for
putting them in motion, whether their activity be caused by ithe insufficisncy
of the means (economizing direction) or by the recuirements of production

3

irrespective of such an insufficiency (techno-economic dircctionj. Goods without
persons - persons without goods, cannot make an economy, he wroitec. ZFor parsons

who are economlcally active cannot be conceived of in the absernce of tnings.to

which their activities relate, nor do thing s by themselves consii

economy in the absence of persons who are acting in relation tc ¥!
are inseparable constituents of the economy. Menger takes his “order of goods' -
their distance from consumption - for granted. He can do so, s
' ition of the economy is based on the concept of a provision for materizl want
satisfaction, hence materiality enters both into the process of procuction and

exchange, as Well as into the situatvions responsible for the movementis of the

\/thin s on the other hand.

The success of the procedure outlined here cannot be taken for granted,
for more than one reason. t may not be possible to strip a particulzr econounic
trait entirely of its aSSOClatlonS with the system in which it Iunctlons. Zven
if successfully isolated, it mav prove vain to look for a trait of identical

-

functions under another system. Needless to sayp even a successiul 3ra“a;av_o“
of terms from one semantic sequence into another, even though consistenily
performed, ensures no more than formal correctness, not necessarily also a gain

in substantive knowledge. For the points thus clarified may have been no mors

than system-difficulties, which arose out of the procedure applied, not problems




originally set and accepted for such. Yet unless licht is thrown on recornized

problems that are of interest in thair own riz-t, no true advance in knowledge

can be claimed.

In some cases at least, it apnears, such cuestions may 1 a satvislzctory
answers.
IV. MONEY USES
In order to re-define money in general terms, we will start Irom the

familiar objects themselves commonly so czllied. Res fungibiles were circurm-

as res quae numero, pondere ac mensura consistunt, that is,

things referred to by number, weight and measure. Such fungibles, whether
they be shells, coins, volumes of barley, or banknotes, are here called money

as long as they are employed in uses as defined below.

Again, we must define the 'uses' themselves to which fungibles can be put
in general terms so as to strip them of any association which would lirk them
with the market context. Used for any one of those purposes they ars money,

whatever the context otherwise be in which they occur.

Payment is the handing over of fungibles in a situation of obligation, with

the effect of wiping out that obligation.

Money used as a standard is a quantitative tag attached to units of different
kinds as a device of "adding apples and pears". This use is particularlv relevant
to- - situations of barter, as well as of accountancy, as it occurs tupically in

staple finance.

Finally, there is the exchange use of fungibles, that is, the accuiring of
them in order to acquire still other objects through a further act of exchance.
The fungibles employed iqpfhe indirect exchange function as money.

/V,\;.«‘.\. ’]/M/tl’ﬂ{»f{( t:C_- 'Z-v-:/-\,. Vo u"/./




Ouyv definitionsof payment, standard and exchange contain no vajuaitions
or motivations restricted to a market context. Situztional and operziional

items alone enter. A person finding himself under an obligation, can be &6

described in sociological terms, and so can his riddance

The same holds good for persons involved in situations
up of apples and pears", one of these situations being barter; another, the

accounting for different staples on a large scale.

1

In our pursuit of comparative research in regard to money e now lesave
t

the familiar market context which we used only for a starting point and pas

on to early non-market economies where we will expect a redistrioutive or

reciprocative pattern to take the place of exchange. The guestion is then,
ellasnm 0
in what kind of institutional setting do fungibles occur here in the three

So
money uses, provided they do occur.

W

Research into the origins and development of money was vain zs lonz as the
g A

distinctions between the g&&%@A&UU&ﬁﬁoo >y uses were ignored.

N~ N

Payment has been recently shown to stem from three wide-spread aboriginal

institutions: wooing, composition and fines. These typically c

that are terminated through the handing over of fungibles.
been among the earliest cases of payment, since punishment is what settles the
transgressor's puilt - gumlt and punishment being the source of the correlation
of obligation and payment. If the punishment is quantifiable by countinz, ;s

getting lashes of the whip, or giving sheep, it is payment.

OIS i 5 O

The standard use of money, e Rate Sl TG prlor existence of substi
equivalents. This is widely different from the traditionally held explanation.
It was believed that standards of "value" as the phrase ran, could not have but

sprung from rates previously established through bartering, or, eventually, in

markets. Without the market habit, it was therefore thought no standard use of




money could possibly have developed. Tiis opinion, as fichard Thrlrwald wie
anthropologist was the first to have shovm, was ill founded. Nor do roCent
views of economic history of antiquity lend support to it. Subylonia, waer
the use of silver as a standard is well attested, certainly did not use sLlive:
as a means of exchange, nor did it possess a market system of any accoyzc.
Standard rates in regard to staples werc here ol statultory origin, DaCLs
custom, and frequently supplemented by proclamation. Rates of netals, which
were exclusively of foreign provenance; were announced at thas city gates, where
trade transactions were regularly recorded. Damages, composition, fines and

rom the earliest times. (s,

Hy

similar payments implied for some staples rates

together with the pervasive factor of taxation, storage

exerted a steady standardizing influence. DNot exchange,

was the creator of money as a standard.

Barter is made easier by the unchanging eguivalents thet underlie the
standards. When bartering either side may be offering various objzcis, the

sum of whieh is to be equalized with the sum of the objects olflerzc bv the

other side, maybe with a small egualizing paymant (Akkadian: niplasum) to be

made by one of the two partners. Staple finance is of course the large scale
handling of staples =xmazmxhyxmusxaEXTHEXCAIXPRCImEmEXXEEEIE Jor purposes o

planning, budgeting, balancing and control. This would be altogether impcssidli-

without a standard for the "adding up of apples and pears.”

In archaic society taxation is the mainspring of substititive ecuivalentis,

which underlie standards. Where several crops are involved, large-scale

taxation in kind is impracticable in the absence of such a standard. The

'

N

collecting of taxes demands some elasticity in rsgard to the produce in which
the tax can be alternatively defrayed in order to be rational, as well as Ior
the protection of the taxpayer. Assessment is therefore, in units of the

standard (for instance a grain of silver per' acre) while vayment is permitied
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in any of the various staples at the rate of ecguivalence. To the Toxpayer the

obligation of paying in a definite produce of which he may be snort ol armcunts -
to an unnecessary hardship, while from the angle of the treasury, total revenue
as paid in kind tends to even out over the territory of the country. I wares

or rations also are due at definite rates of various kinds between which the

claimant may choose at will, the standard use of some money of account helps to

organize the procedure.

All this has a bearing on the use of money as a mezans of cxchanze. That
such is universally the prime use of money r s among the most pervasive
presumptions in modern economic thinking. Assumed To be a Se. 1f-evident truth,

it stood engraved on the entrances to the dismal science. Encompassing
was believed to do, the wﬁolé history of civilization, it was eventually
extended by anthropologists even to pre—litg}ate society. "In any eccnomic
system, howcver primitive, an article can be regarded only as true monsy, "
Professor Raymond Firth wrote in the Encyclopaecdia Brltannlca, XIVth edition,
"when it acts as a definite and common medium of exchange, as a convenient
stepping stone in obtaining one type of goods for another.” (Ar%. "Currency,
primitive.") This narrow concept of money created an erroneous picture of

the nature of the various money uses and thus raised an almost insuperable

obstacle to the analyzing'of the working of non-market economies.

V. PRICE

A narrow conce t‘of”mone would naturall rove an abstacle to the
P %4 g P

1 A e e

comparative treatment of an otner important culture tralu, closely linked with

money, namely, price. Hence the axiomatic view in which money was primari g
a means of exchange made an unprejudiced analysis of price in different economies

all but impossible. Zx For instance it hid from our view an instit

was the key to the large scale non-market economies of mumk antiquily, al
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the institution of equivalencies in the technical sense of that Lerw as o seb
figure for the rate of standardized staples. Acain it apncarad natural to
modern scholars to interpret such equivalencics as rates of exchange, wnich

B

they were not.

In our market organized economy the function of moner }iss primarily in

§

the creating of prices. Prices fluctuate and gear markets intc forrinz 2
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have the combined effect of quantifving and thereby rationalizirg the economic
process. . Efficiency as a by-product of costing hinges on pricas that allow an
exact computation of the best way of producing goods under the given conditions.
A sort of automatic rationality of the economic process is thus the ouicome of
the fluctuation of the prices which accompan& the functioning of the markel
mechanism. Hence our rigid association of money as a means of exchange with
fluctuating prices, and vice versa of prices with fluctuation. Tnis traditional
context bars us from grapping the true funétion of equivalencies. An unchanging
quantitative relation attaching to different staples automatical
us the connotation of a "set" price, implying that the changklessness is cue

to a freezing or fixing of the price which before that was fluid.
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This amounted to ignoring two main features of equivalencie
these were not prices at all, but were born as unchanging rates which, in
principle, would change only in the same way in which thev were originally

established; secondly, that they were not intended to express rates of exchange,

but rather rates of substitution -~ a very different matiter, as we shzll sec.

The concept of price, then, should in comparative economics be replaced

by the more general term of 'equivalency'!, which is not restricted to market

rates, nor does it assume fluctuation.
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Now, equivalencies in Oriental antiquity reveal an unexpecied alternativity
of purpose. Thev may indicate how much of one kind of a staple may be ziven irn

oL
AV

lieu of another (substitutive equivaelency); but the intent may &iso 0e TO

indicate a rate of exchange (exchange equivalency). The two meanings ©

o

in English, (French: pour; German: fur; Hungarian: -ert) show such an ambiguily
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as faitly widespread. It is essential to clearly visuvali

ent situations to which the two terms apply. In the one case, trat of exchange

equivalency, there is a movement of two goods and the rate

their equality, i.e., the point at which "the vice versa movenent of exchange

occurs. In the other case one party alone 1S involved - be he tax-payer or,
recipient of rations - to whom the substitutive equivdlency &llows to choose

between several goods tcfthe same effect.

v
The rationale of ex~hange equivalencies 1s not so obvious as that of

| PRy
parcer

‘substitutive equivalencies. Why not allow the partners gainfully to

at the rate at which they can agree, both sides thus attaininz the maximum. o:
: = 5 S

advantage? But empirically, it appears that there is great reluctance with

primitive peoples to barter the necessaries of life. II exchange of food for

food, or other necessaries like wool, oil, or firewood occurs, 1% is invarizbly

at set equivalencies. It is as though decp-seated moral obstacles stood in the

way of any possible gain made of the exchange on the necessaries of life. The

constrictedness of economic life under primitive conditions springs from this

almost obsessive avoidance of gainful transactions. The moral advantages in

. E .

terms of tribal solidarity of such an attitude are paid for by forgoing that
, \ .

w, o

401C

freedom of exchange which is a source of a useful combination of goods.
institution of exchange equivalencies steps in at this juncture. It eliminates
the notion of gain, as inherent in exchange. Indeed, mutual help between

bours in an emergency would not be practicable but for recognized equivalents

for the everyday necessities of life. 4n overlooked passage in Aristol




Politics states the criteria of such exchanre of ecuivalents.

stressed by him deserves to be cited in full: "Sowe barbarian pe

practice exchange in kind, for with such peonles each is expec

necessaries of life in exchanee for other necessaries of life,

for corn, as much as is necess-ry in the circumstances, and no m

S SRR e 2 ris
ved VO give Tas

Sag &% e .7 o g
10Y gXamplie winnm

) each handing over one kind and taking the other, and so with everyone

of the things of that sort. The practice of barier of t

is not, therefore, contrary to nature, nor is it a branch of the art o

getting, for it was instituted merely for the restoring of man‘s self-sufficiency.

(1257a, 2L4-31) The wording repavs a careful analysis.

Two different changes in regard to ecuivalencies should,

to have taken place in antiquity: a change from substitutive e

¥

exchange equivalents, followed by a change from equivalencies
thus running the gamut from a rigid permanency over a growing
fluctuating pricas. While fhe shift from substitutive to exch
was referable to the roles of taxation and set-price markets,
to fluctuating prices, reflected the inareasing importance of

organization of "trade.

Llasticity to

&
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AN INSTITUTIONWAT, APPROACH TO NON~-MARKET ECONOMIES

by Karl Polanyi

The sustained effort at establishing an economics of underdevelopment is giving
rise to problems at varying levels of abstraction. Outstanding among these, so it
appears to me, is the question of the theoretical penetrzbility of the primitive and
archaic economies that possess no market system. However, efforts in this direction
are condemned to failure as long as investié;tion is limited to contemporary peoples.
Alongside of the backward peoples of Asia, Africa and the Americas, non-market economies
comprise the highly eivilized empires of aﬁtiéuity which also had no secondary indus-
tries, nor a market system. Over the Trobrianders, we mus not forget Sumer and Ptolem~
aeic Egypt. rThere is the same lack of understanding of the manner in which the economy
operated in all these pre-industrial non-market areas, whether big or small, poor or

rich, contemporary or long past.

Accordingly we wiil distinguish between two fields of organized inquiry into live-
lihood (always leaving aside Soviet type industrial non-market economies), The first
we will briefly eall economics, while those fragments of knowledge that concern pre-
modern types of livelihood we will designate as the "sub-disciplines"” of the respective
social sciences - anthropology, Sociology and history. The corresponding economies are
also commonly contrasted as "advanced" and "backwafﬂ", specifiable as market and pre-

industrial non-market economies.

Our interest is here ﬁaturally solely in the latter. It fits in well with this,
that backward countries have proved assessible to economic theory almost exclusively
at the borders and the fringes where trade and markets of advanced countries reached
them, Outside of the range of the market system and beyond it, where alien socio-
economie structures seemed to obstruet rational analysis, economic theory lacked an

institutional frame of reference.

A11 the more, it may have come as a surprise that neither have those "sub-diseip-

lines" which specialize in non-market institutions reached any notable accuracy in
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deseribing the backwgrd countries, nor did attempts in this field attain to any
insights comparable to our understanding of the market economy, which is indeed

remarkable.

Market organized livelihood forms a conceptual whole through a system of market
prices. Single culture traits of the economy such as manufacturing, trade and money
readily 1n§erlink.‘ Manufacturino is carried on for gain made on price differentials
on costing goods such as land, labor and raw materials which have markets of their own,
similarly to food and other consumer's goods. Trade is 2 two way movement of goods
through the market, directed by prices, and money a means of facilitating such a
movement. Since prices are formed in markets, trade is market trade and money is
essentially exchange money. Both trade and money should then be regarded as functions
of the market. - It may be taken in at a glance that a self-regulating system of price-
making markets can result in a continuous supply of goods. The economist's guestion

is only, how precisely does it all work

As to non-market economies, the position is completely different. For Babylonia
or the West African Negro empires we possess no institutional frame of reference to
hold on to, such as price-making markets. There is no agreement about what exactly we
wish to know, what culture traits are expeeted to interlock, nor on what lines a para-
1lel with market economies would follow. Culture traits resembling trade er money
certainly oceur, but there is no underlying pattern such as that of the market system
to explain the movements of the things. Yet there is a continuous supply of material

goods, that is, an economy.

This was largely the burden of the complaint of the economist, when blaming his

lack of theoretical penetration of the economy in backwyrd cojntries on those alien
socio-cultural values and motivations that empede the appliecation of "rational” princip-
les of behavior. There seemed to be nothing to take the place of the market mechanlsm.
Actually, the absence of market institutions was symonymous with that tendeney towards

" prationalism” which stultified the economist's endeavors at comprehension. In terms




-

of empirical research the dispewsal of economic information among the social sciences
should have suggested a linking up of those enclaves of knowledge. But again the

status gained by economic analysis in this general field of study discouraged such
attempts., Economics with its full-fledged intellectual armour tended to monopoloze
initiative in primitive economics, economic history and economic sociology alike. The
prevailing climate of opfnion set a premium on common-sense maxims clothed in adademie
gowns, which were substituted for empirical research and eritical analysis. "Faced
with the choice between an advantageé&a;ind a Yess advantageous course, most men tend

to choose the former" is a tupieal pronouncement of the conventional wisdom that was
deemed sufficient to intwoduce the axiom of gainfulness as a universal prineipal of
human behavior. Once accepted, such an axiom would serve to justify the reception

of the ambiguous terms of supply and demand wherever things are available (supply)

that ean be employed as means to a purpose (demand)., Unwittingly, the human world would
thus be transformed into a potential market system with trade and money as logical
corollaries. For emquiry there was neither necessity, nor was room left for it.
Bventually, price-making markets would be seen, though none were present, wherever

trade and money occurred, and economics proper would take over, leaving the sub-diseip-
lines where they were. At times such economistic influences flooded not only the
economic sub-disciplines, but the main sciences themselves, Anthropology was affeeted
by the allocational definition with its wake of a utilitarian psychology and a one-sided
exchange definition of money; recently sociology developed a rationalistic tendency
culminating in an ingenious scheme of extending economiec theory to the totality of
society; with economic historians of antiquity the myth of an invisible market pattern
has come to overlie the economic life of the ancient Near East, hindering the acceptance
of a less commercial and more realistic interpretation of the economie facts about the
Oriental empires. Even this is not all. Apart from the extraneous market frame of
reference, forced upon non-market societies, there was the already mentioned fragmenta-
tion of knowledge about non-market economies, the facts being domieiled in different

sciences, A theme such as "The place of the economy in society" would mean to the

anthropologist, its place in the eultural spectrum; to the sociologist, its place as
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a subsystem in a stwuetured society; to the historian, its place on a time scale of
several dimensions., Differences in semantic coloring would in this way tend to puzziwm
produce a puzzle of non-fitting items. Teading scholars in vain strained to reverse
the trend towards departmentalization. The historian of antiquity, Eduard WVeyer, the
economic historians Henry 5. Maine, Carl Buecher, Otto Hintze, Max Weber and Mare Bloeh,
the sociologists Durkheim and Mauss, the anthropologist Richard Thurnwald, advocated

an integration of the disjecta membra of what might be tentatively called non-market

‘economics, FEduard Veyer and Max Weber launched out on this task, but found no followers.
B. laum's explicit_ attempts at a general economics, trying to reconstruect the mechanism
of primitive and archaic economic institutions, was abortive, not least for lack of a

unifying frame of reference.

This uncertainty about the concept of the economy harks back, we submit, to the
founding of the neo-classical school of economics, with its somewhat confusing influence - N

on the study of non-market economies.

IT.

THE POSTHUMOUS CARI. MENGER

Neo~classical economics was established on Carl lienger's premiss that its approp-
riate concern wes the allocation of insufficient means to provide for man's livelihood.
This was the first statement of the postulate of seareity, or maximization. As a
suceinet formulation of the logie of rational getion with reference to the economy,

it rands high among the achievements of the human mind.

Its importance was ehhanced by a superb relevance to the actual operation of
market institutions which, due to their maximizing effeets in day-to-day operations,

were by their very nature amenable to such an approach,

As Wenger explaines, however, in a posthumous edition of his work, published in

1923, the economy has two "basic directions", only one of which was the economizing




e o

v

direction stemming from the insufficiency of means, while the other was the techno-
oeonomieﬁ‘diroction as he called it, deriving from the requirements of production

regardless of the sufficiency or insufficieney of the means. For production is called

for if consumable goods are absent, while the factors are available.

In a section of Chapter IV entitled "The Two Basie Directions of the Human Economy",
lMenger writes:

"I eall these two directions that the human
economy can take - the technical and the econom-
izing - basic (German: elementar); though these
appear as a rule, indeed, almost always linked
with each other, they nevertheless spring from
causes that are essentially different and indep-
endent from one another, and in some branches of
the economy actually make their appearance alone...
The technical direction of the human economy is
neither necessarily dependent upon the ecanf7izing
one, nor is it necessarily linked with it."2

Menger was avowedly faced by a senantic difficulty, He tells us that for the
phrase "economizing direction" he found no German word corresponding precisely to the
adjective 'economizing', and so he used the closest available term 'sparend', specify-
ing its meaning in brackets as 'okonomisierend'. He then added a special section on
the phsnomena that emerge from the conjunction of the techno-economic and the economiz—

ing directions of the human economy.

Because of the brilliant and formidabld achieveménts of price theory opened up
by Menger, the new "economizing" or formal meaning of economiec became the meaning, and
the traditional but seemingly pedestrian meaning of "materiality", which was not

scarcity-bound, lost academic status and was eventually forgotten. Neo-classical

Y Modern readers might mistake Menger's "technical or "techno-economic" for "techno-
logiecal”, The latter as Menger was the first to recognize, was in its purpose altogether
different from the economy. The economy is limited to providing for the means of want
satisfaction, whether by economizing or by production. Technology as such is a sphere

of activity not necessarily aimed at any purpose of this kind, but may include scientific
or milisary purposes or be enjoyed for its own sake, according to liengers.

2/ Ttalies in the original, translation mine.



economics was founded on the new meaning, while at the same time the old, material
or substantive meaning faded from consciousness and lost its identity for economie

thought.

Later, lMenger wished to supplement his 'Principles', of 1871, so as not to appear
to ignore the primitive, archaic and other early societies whic§'were being studied
by the new éocial sciences. Cultural anthropology revealed a variety of non-gainful
motiittiana?which induced man to take part in production; soeciology refuted the myth
of a pervad%ng utilitarian bias; ancient history showed cases of hich cultures having
no market s&stem, lMenger was now anxious to limit the applieation of his 'Principles!
to the modern exchange economy. The posthumous edition abounds in references to the
exchange or market economy for which the 'Principles' were designed, on the one hand,

and the non-market or backward economies, on the other.

Only quite recently has attention turned again fowards the economy of the under-
developed and backward countries. Menger's discussion of economic development has
however been forgotten. The posthumous edition where the distinetion between the two

directions of the economy is made, was never translated into English. No presentation

37' The formal and the substantive meanings of 'economic' as previously developed by
the author contrasted 'economizing' with 'material'. This latter meaning is oommon to
all the 'subdisciplines' of the social sciences grouped above, as economic. In speak=-
ing of the economic process, we are referring therefore to the substantive meaning of
'economic's In brief, the institutional approach to the economy implies the substantive
meaning of 'economic' which thus becomes a stepping-stone towards the definition of the
economy as given here. (See Trade & Market in the Early FEmpires, Chapter XTII).

Y lienger himself seems to have held that economizing attitudes involve utilitarian
value scales in a sense which we should regard to-day as an undue limitation of the
logic of the ends-means relationship. This may have been one of the reasons why he
hesitated to embark on any theory other than that of "advanced"” countries where such
value scales could be assumed.

57 lMienger uses several words to designate these "backward" economies: zuruckgeblieben,
unzivilisiert, unentwickelts
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of neo-classical economics - including lionel Aobbins' (1935) - deals with the “m.l
directions”, The london School of Feonomies edition of the 'Prineiples' in its rate

book series (1933) chose the first edition, Hayek, in a preface to this "peplica"
edition helped to remove the posthumous Menger from the conseiousness of economists by
passing over the manuseript as "fragewmentary and disordered”, "For the present, at any

_ rate," Professor Hayek concluded, "the results of the work of Manger's later years must
be regarded as lost.” Some seventeen y‘crﬂ later, when the 'Principles', with F.H., Knight!'
preface, were translated into fnglish (1950), the first edition - half the size of the
second was once more selected., lbreover, the translation rendered throughout the book
the term "wirtschaftend” (1literally: engaged in economic activity) by "economizing'.

Yet, according to Henzer, this was the squivalent not of"wirtschaftend", but of "sparend",
which he had expressly introduced in the posthumous edition in order %> distinguish the
allocation 8f the insufficient means from another direction of the economy which does

not necessarily imply insufficieney.

Menger himsa1f was content to universalize the concept of the economy by stressing
its two directions, and made no attempt to develop a partieular set of tcfmn for the
'backward' economies which he had been the first to distinguish eategorically from
the 'advanced' onesj nor was this tried later by seccial scientists, For the purposes
of such a task, involving as it does a comparison of market and pre-industrial non-
market economies, a broader approach to the economy may be needed. Such a concept of
the economy may be found to lie nearer to the classiecal then to the neo-classical school

of economic thought.

BASIC PATTHERNS

The economy as a sub-system in society may be defined as a process of continuous
material supply channeled through institutions, The process consists of movements of
things, the movements being caused by persons seting in situations which are created by

the institutions.
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This pieture of the economy as an inatitutod process contains, I believe, in ﬁuco

what we need to know a@bout economies for our theoretical purpose.

So as not to lose our way we will have to move with caution at first. The economie
process and its institutional integument made up of 'persons in situations'!, forms a
complex whole. In actuality things and persons are inseparably linked while analytically

they are separate.

Economic institutions typieally create situations that control the movements of
which th§ process consists. Such institutions are inseparable from the process; together
with which they form the economy. The boundaries of the sub~system are therefore elastic
since the economic characth¥ of the institutions is a matter of the degree of the
immediacy with thiech they affect the process. Other institutions, only indirectly
affecting the process are politicai, religious or otherwise non-economic. These exert
their influence on the economiec process exceptionally - either accidentally or peripher-
ally - for instance by ereating untypieal situations as when a church dignitary who
happens to be a successful author claims royalties on a best seller. 4s a rule nong
economic institutions exert an influence only by entering into a situation that is
typically ercated by an economic institution: the dignitary may help boost the sales
of an authorized work; or by exerting an influence on an economic institution as such,
@.g., the book market: the dignitary may favor or frown upon censorship of literary

publieations = thus influencing the effectiveness of the book market.

Description must obviously start with the distinguishing of market economies from

non-market economies.

While owing to the absence of market institutions to guide him, the economist was
prevented from penetrating the socio-cultural tangle in backward societies, the social
scientists, though experts in cultural settings that discount "rational motives”,
nevertheless failed to explain the course of the economic pwocess, since no pattern

underlying the economy appeared available to serve as a referent.




What,it appears, has not been sufficiently considered is the possibility that
under the surfaece other explenatory patterns might operate, different from exchange
and not yet explored.

Market economies are as we have Seen, readily identifiable by the dominance
over the whole of a self-regulating system of price-making markets; non-markel eeonomies
jorxexEwenxfommxtaxie are of a baffling socio-cultural variety. However, such economies
havé been found to be instituted in two basiec patterns: reciprocity and red@igtribution,
or s combination of the two. Together with market exchange this raises the number

of basic patterns to three.

Under a market system things are moving at the most favorsble rate within a
self-regulating system of price-making markets, an exchange pattern unigue to our
times. (A)

Reciproeity implies things that are moving between two or more symmetrically

placed persons or groups. (B)

Redistribution postulates centrieity, that is, things are direectly or indirectly
allocated from a center (on a small scale the ubiguitous peasant household belongs

here). (C)

A system of price-makine markets, symmetry and centricity are structural require-

ments of the three basic patterns, respectively.

Tiﬁart from the market economy, the patterns are not mutually exclusive in a
purfieular economy, rather they tend to co-exist with one more prominent than the
others, long~distance trade, between the empires of antiquity, regularly ran between
the rulers as giffetrade, 1.e., on reciproe:tive lines, while domestically, the things
exported and those imported by the rulers were collecyed and distributed by them through
the channels of a central administration. Similarly, isolated markets are freguently

found interspersed in dominant none-market forms of integration.
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Nevqrhhaless , these three patterns of movement and the basic institutions that
channeled them are significant and distinetive. A process erbedded in such a pattern
has a certain stability and unity, displaying a measure of recurrence of the parts and
of interdependence between them. In this sense, the institutions that channel the
process have an integrative function, produeing an economy 28 a unity Hence their

designation as 'patterns of integration',

As a rale it is impossible to elassify economies as a whole mcordihg to very
few patterns, since the "basie"” patterns are not mutually exclusive, and domimance
often ean not be claimed for any one of them, except again, in case of the market
system. However, definite sectors or lavels of the economy, can be mimixmsbrfercamy
moexufxikem often altogether ascribed to one of the patterns., These may then serve
a8 a frame of reference in regard to that sector or level. In Dahomey, reciprocity
prevailed on the village level, while on the stzte level the redistributive pattern
obtained. Similarly, in the domestic sector of trade, redistribution took care of
the movements of imported goods, and those to be exported, while in the foreign

sector of trade as between the rulers, reciprocity prevailed,

For comparative purposes the patterns 4,8 & C have a particular significance.
Comprehensive studs of economies must aim at comparing analogous economic culture
traits under the various patterns, For instance, such familiar traits as money, price
or long-distance trade can be compared with broadly eorresponding traits in non-
market economies. This avenue of inmitigntmn will be followed up hers, and some

tentative results given.

The distinction between market and non-market economies involves as We saw, the
economy as a whole. The two main variants of non-market patterns may involve only defin-
ite sectors or levels of the economy, This should enable us to proceed to the compar-
ison of traits as they vary under patterns 4,8 and C and, to generalize: how far do
these traits show similar variants under the patterns A,B and C? And to what extenmt,
if any, do these variants explain the workings of the economy under the different

patterns?




Serious semantic difficulties arise: having identified the trait, in its familiar
market context, we must re-define it in general terms; then Ccompare this model with
its assumed analogue in the alien context and eventually determine its institutional
setting. The crux of the matter is the re-defining of the economie culture trait in
general terms which do not restrict the trait to the familiar context of the market

system, yet permit us to identify its variants as such,

Our definition of the economy offers a clue how to proceed. The economic process
represents a locational or appropriational movement of things, the institutional integu~
ment consists of "persons in situations" who cause the movements to happen. This allows
the reduction of any "economic" trait to t things in movement and persons in situations,
Movements can then be eircumseribed operationally, situations can be determined socio-
logieally, thus we evade all valuational or motivational terms, which are potentially
market biased., Such a prodedure which results in the reduction of a phase in the economie
process to operational and Situational elements rests in the last resort on the approach

to the economy as an instituted process.,

In a somewhat different formulation the gist of this description was given by
Menger himself in his posthumous work, The actual economy, he stated, consisted of
goods that are moving in the process of praduction and exchange, as well as of gersb
responsible for putting them in motion, whether their activity is caused by the insuffic-
iency of the means ( economizing direction) or by the requirements of production irres-
pective of insufficiency (teehno—economic direction). Persons who are economiéally
active cannot be conceived of in the absence of things to which their activities relate;
nor can things by themselves constitute an economy in the absence of persons who are
acting in relation to them, Things and persons are inseparable constitudats of the -
actual economy. lMenger takes here the "order of goods" - their distance from consumption -
for granted. According to his definition of the economy, which is based on the concept

of provision for material want satisfaction, that 'order' enters into the process of
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production and exchange, on the one hand, into the situations thst are responsible

for the movements of the things which make up the process on the other.

Admittedly, the success of such a heuristic procedure as we have outlined cannot
be taken for granted. It way not be possible to strip a particular economic culture
trait entirely of its associations with the market system of exchange in which it
functions. Even if successfully isolated, it may prove vain to look for & corresponding
trait of identical funetions in a non-market €Conomy. Needlass:to say, even a success-
ful translation of terms from one semantie sequence Xm into another, even though consis-
tently performed, ensures no more than formal correctness, but no gain in substantive
knowledge. The points clarified may be no more than system~difficulties, which arise
out of the procedure applied, nét problems originally accepted as such. Yet unless
light is thrown on recognized problems of interest in their own right, no true advance

in knowledgk can be claimed.

IV, LONEY USES

In order to re-define money in general terms, we will start from the familiar

objects themselves commonly called money. Res fungibiles were eircumseribed in Roman

Law guae numero, pondere ac mensura consistunt, that is, things referred to by number,

weight and measure. Such fungibiles, whether they are shells, coins, volumes of barley,

or banknotes, are money as long as they are employed in some definite uses.

Again, we define these 'uses' themselves in general terms so as to strip them of
associations which link them with the market context. This refers to three particular
uses to which fungibles can be put. Employed in amy one of them they are money, what-

ever the context otherwise be in which they occur.

Payment is the handing over of money objects in a situation of bbligation, with

the etfea? of wiping out that obligation.

Money used as a standard is a quantitative tag attached to units of different kinds

a8 a means of "adding apples and pears”. This use is particularly relewant to situations
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of barter, as well as of accountancy, as it occurs typically in staple finance.

Finally, there is the exchange use of fungibles, that is, the acquiring of them
in order to acquire still other objeets through a further act of exchange. The

fungibles employed in the indireect exchange function as money.

Our definitionsf payment, standard and exchange contain no criteria derived from
the market context. OSituational and operational items alone enter into them. A person
who finds himself in a situation of obligation, can be so described in sociological
terms, as can be his riddance from obligation. The same holds good for persons involved
in situations requiring the "adding up of apples and pears”, one of these situations

being barter; another the accounting of staples in kind on a large scale.

In our pursuit of comparative research we now leave the market eontext which we
used as our starting point and pass on to non-market economies where we will expect a
redistributive or reeiprocativé pattern to bake the place of exchange. The question
is then, what kind of uses broadly comparable to our three money uses, are fungibles

here put to?

Research into the origins of money was necessarily vain as long as the distinctions

between the different money uses were by-passed.

Paymeng typically stems from three wide-spread aboriginal institutions: wooing,
blood-money and fines. These create situations in which obligations are terminated
through the handing over of fungibles. In effect, fines seem to be among the earliest
money uses, since punishment is what settles the t ransgressor's guilt; if the punishment

is quantifiable by counting, as getting lashes of the whip, or giving sheep, it is

payment.

The stgndard use of money originates in the prior existence of substitutive
equivalents, This is widely different from the traditionally held explanation. It

was bolieved that standards of "value" as the phrase ran, could not have but sprung from
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rates previously established through bartering, or, eventually, in markets. Without
the market habit, it was therefore thought no standard use of money could possibly
have developed. This opinion, as Richard Thurnwald the anthropologist has shown, was
i11 founded. Nor do recent views of economic history of antiquity lend support to it.
Babyionia, where the use of silver as a standard is well attested, certainly did not
use silver as a xkxwsuxwt means of exchange, nor had it a market system of any account,
Standard rates were here of statutory origin, probably backed by custom, and frequently
supplemented by proclamation, Rates of metals, which were exclusively of foreign pro-
venance, seemed to have been in some cases announced at the city gztes, where trade
transsctions were regularly recorded. Damages, composition, fines and similar pay-
ments involved the statuating of rates from the earliest times. This, together with
the pervasive factor of accountancy, involved in all manner of strange economy, exerted
a steady standardizing influence. Not exchange, but administration was the creator of

money as a standard.

The aetual connection between barter and standard is in effeet that the unchanging
equivalents that underlie the standards facilitate barter. Fither side may be offering
various objeets, the sum of which is to be equalized with the sum of the objects offered
by the other side ( maybe with a small equalizing payment - Akkadian: niplatum - to be
made by one of the two partners.) Staple finance is the large scale handling of staples -
whether already "in hand" or still expected - for purposes of planning, budgeting,
balancing, and control. This, too, requires a standard for the "adding up of apples

and pears,"

In archaic society taxation is the mainspring of standards, Where several crops
are involved, large-scale taxation in kind is impracticable in the absence of such a
standard. The collecting of taxes demands some elasticity in regard to the produce in
which the tax can be defrayed in order both to be rational, and for the proteetion of
the taxpayer. Assessment may be, therefore, in units of the standard (for instance a
grain of silver per acre} while payment is permitted in any of the various staples at

the standard rate. To the taxpayer the obligation of paying in a definite produce
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of whieh he may happen to be short amounts to an unnecessary hardship, while from the
angle of the treasury, revenue in the various staples tends to even out over the
territory of the eountry. If wages or rations are due in definite proportions of
various kinds of goods, betweem which the claimant may choose at will, standards may :

help to orgahize the procedure.

All this has a partieular relevance to the guestion of money as a means of axohangﬁ.

That such is universally the prime use of money ranks among the most pervasive presump-
tions in modern economic thinking, It was assumed a self-evident truth comprising the
whole history of civilization and was extended by anthropologists beyond ghat to pre-
literate society. "In any economic system, however primitive, an article can be regarded
only as true money, "Professor Raymond Firth writes in the Encyclopesedia Britannica,
XIVth edition, "when it acts as a definite and common medium of exchange, as a conven-
ient stepping stone in obtaining one type of goods for another", (Art. "Currency,
primitive".) This narrow concept of monev seems t6 leave scant room for the facts
ascertained by other anthropologists as well as economic historians. It certainl&
created an erroneous picture of the origins of the various money uses and thereby made

it even more difficult to analyze the working of non-market economies.

V. PRICE

The axiomatic approach to money as a means of exchange, so natural to our days
made a comparison between the economie culture trait "price” in market and industrial
non-market societies all but impossible. It hid from view an institution which was the
key to the understanding of the large scale non-market economies of antiquity, almost as
mich as market prices are a key to market economies., We mean the institution of equival-
encies, in the technical sense of that term as a set figure for the rate of different

staples. (Akkadian: mahirum).

In market-organized economies the function of money lies primarily in the creating

of prices., These prices fluetuate and gear markets into a self-regulating system. MNoney

as a means of exchange and price-making markets have therefore the combined effect of




- 16 =

quantifying and rationalizing the economic process. FRfficieney through costing hinges on
prices that aldow an exact computation of the best way of producing goods under the

given conditions. The automatic rationality of the economic process is thus the out-
come of the fluctuation of the prices that accompany the funectioning of the market
mechanism. Hence the association of money as a means of exchange with fluetuating prices,
and of prices with fluctuation. This traditional context bars us fro§7§2§§$flonciaa.

For an unchanging quantitative relation attaching to different staples automatically
takes on for us the connotation of a "set" price, implying that the changelessness is

due to the freezing of the price. For the very concept of an inherently unchanging

price would appear as a contradietion in terms. Also unwittingly, in economic matters,

we are apt to associate any quantitative rate with exchange situations.

This amounted to ignoring two main features of equivalencies: first, that these
were not prices at all, but were born as unchanging rates which, in principle, would
change only in the same way in which they were originally established; secondly, that
they were not intended to express rates of exchange, rather rates of substitution - a

very different matter.
As a general term then, equivaleney should replace "price",

/;(' Bquivalencies in Oriental antiquity reveal an unexpected alternativity of intent.

( They may indicate how much of one kind of a staple may be given in lieu of another
(substitutive equivalency); the intent may also be to set a rate of axchango[(@xehangc
equivaleney). The two meanings of "for" in FEnglish, (Frenchipour; German: fur; Hungar-
jan: -ert) show that this ambiguity was fairly widespread. The substitutive variant of
equivaleney is apparently thee arlier of the two. This may denote that central economic
administration preceded on the whole market methods of distribution; redistribution was

prior to exchange.

The importance of eguivalencies in the frame of the redistributivé pattern can be

hardly exaggeratdd. Without substitutive equivalencies no rational aoebuntancy is

possible in a natural economy; also they create freedom of choice in defraying taxes,
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as well as in choosing between different goods under a "point" system of rationing.
?/kquivaloneios in exchange have a morally liberalizing effect in communities where
gainful transactions particularly in regard to the necessities of life do not occur.
Indeed, the constrictedness of economic life under primitive conditions springs from
that almost obsessive avoidance of gainful transactions. The moral advantages of such
a passive attitude are paid for by forgoing that prime source of economic advance, the
useful combination of goods offered by freedom of exchangqij The institution of equival-
encies steps in at this juncture. FIt widens not only the economic possibilities but
also the range of personal rnlationﬂhipsiand indeed, raises mutuality onto a higher
level. An overlooked passage in Arist;;ie's Politics states the criteria of exchange

matual
of equivadents. Indeed, /help between neighbours in an emergency would not be practicable

without recognized equivalents for the everyday necessities of life. The passage deserves
to be cited in full: "Some barbarian peoples still practice exchange in kind, for with
such peoples each is expected to give the necessaries of life in exchange for other
necessaries of life, for example wine for corn, as much as 1s necessary in the circum-
stances, but no more, handing over the one kind and taking the other kind in return, aad
8o with everyéne of the things of that sort. The practice of barter of this manner and
type is not, theresfore, contrary to nature, nor is it a branch of the art of wealth-

getting, for it was instituted merely for the restoring of man's self-sufficiency."” (1257a,

24-31)

Two different changes in regard to equivalencies should then be assumed to have
taken place in antiquity: a change from substitutive to exchange equivalenciesj followed
by a change from equivalencies to fluetuating prices, running the gamut from a rigid
permanency over an 1nereasing degree of elasticity to market-made prices. While the
shift from substitutive to exchange equivalencies is referable to the roles of taxation
and set-price markets, the development te changing and indeed to fluctuating prieces,

reflected the inereasing importance of markets in the organization of trade.

VI, LONG-DISTANCE TRADE

Still another economic culture trait offers here for comparison: external trade is

S e — = = o
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as old as Some money uses. Following our semantic procedure we start from its meaning

in the familiar context of the market, then re-define its concept in general terms before
looking our for a corresponding trait under some other than the market form of integra-
tion. But there's a serious hitch. Treating of money or price variants of these eulture
traits common in an exchange economy were found without much trouble under redistribution.
Nor so with external trade. One had soon to realize that what seemed at first a corresp-
onding phenomenon sometimes lacked an easentialyof market brade, namely two-didedness,
that vie-versa movement of goods characteristic of exchange. Aequisition of goods from
@ distance turned only later on into a definite two-ways movement of goods. Instead,

the archaic featumes of expeditionary trade, raiging for boéty and other methods of
acquiring from, and earrying over, a distance retained an ingredient of violence which
kept "trade" closer to war than to peaceful bartering. Two-sidedness entered into
acquisition of goods from a distance more as a matter of diplomacy to foster goodwill

and to improve the chances of a continuous transaction than as a means of satisfying

the mutual interest requirement which we associate with trading. Hence the ambiguity of
the Homeric trading situation which was almost indistinguishable from priacy, later
repeated by the Viking expeditionary raids which wavered between trade and raid according
to the chances of circumstance. The acquired gaods retained much of the nature of a
ransom paid by the coastal vietim who aventualiy will rather trade than be raided,
Another feature of primitive "trade” is that it often is merely a by-product of exogamy
with its wooing goods and dowry goods which move two-ways, even when the women thep-
selves move only one way. Wﬁere exchange marriage is established, as in some West

African and Miecronesian tribes, the exchange IEXYXIFEX of

brides takes first place over the two-ways movement of the goods, Visiting parties or
mitual thieving are reciproecative features in which peacefulness prevails, and the
acquiring from a distance is secondary. Anyhow, the element of distance is essential
thus introducing the paradox of the preference that is t raditionally given to the
longest over the shortest distances in archaic trade. ihere the aequiring of timber,

stone, metals must bé ecologically justified, the shorter distance tends to lose much

of its attraﬂtion for lack of ecological diversity. Hver since Gudea's day down to

ﬂ,,;;::;>¢vf’
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_Mhe O&y?:&oy‘, shesp were driven away wikk together with their shepherds, and mules were
trami’ﬁth their drivers, not to speak of the citizens somatimes dragged into slavery
almost &s an afterthought to the trading expeditions With these reservations, trade
can be described in general terms as acquisition of goods from a distance in a relatively
peaceful and fairly continuous way, two-sidedness being the accessory that helps to

ensure the latter attribvtes.
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vl 5 - This approach is derived from the substantive meaning of economic.

It can also

ix be called "geneggl economics" as distinct from "formal economics" which is ~derived

/
fron a branch of the logic of rational action.

, The gurrent meaning of economic is of course a compound meaning in which the formal

ad the substantive gmbmerge. It is related both to materiality and to rationality.

e The curient meaning is: 1. the most widely understood

2. the root of "economies" whether advanced or backward
2 market or non-market
. industrial or pre-industrial

3. "economics" then is the theory or the

conceptualization

of economies, i.e., phe(dgscriptéon an explanation&mf £
(B) Economicg Theory's Claim to Universality.

: 4 2 The institutional approach to the economy.

\ The limits of economic theory:

4 §) The“hpthodenstreit was eventually won by theoretical economies. Menger limited

Y T

it to dvanced market economies (monetized utilitarian value-scale)e

b) Formal economics:héizas (equilibrium) ‘;humpeterian interdependency system;

% “economigic degeneration (Robbins)/game theory (correct).

¢) Ixtension to socialist that is non-market economies: Menger, Wieser, Boe%ﬁh—
_Bawerk (eritical of capital);Mises: negatively critical.

{<”‘;7 iblud'Socialist accountancy.,

o
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~ d) Extension of theoretical economics to monopoly;nr oligopolx; aggregates
: -decision making

, ‘®) Preindustrial non-market economies. The economistic fallacy. Antiquity (oikos
controversyey)
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the dignity may help boost the sales of an authorized work; or by helping or hamper-
ing an eeonomie institution as Sueh, e.g., the book market: the dignitary may favor
or frown upon ¢ensorship of literary publieations - this touching upon aetivities

As an i1lustration of theeomparative method employed here, thre~ eeconomie
eulture traits are selected. These are: money uses; set oquivalents; and the ¢losely
eonnected institutions of trade and traders,

Our proeedure wily be(l) t start from these terms as they are familiap to us

in our own everyday environment; (2) generalize the coneept by restrieting it to

ehange pattern of integnation; (k) deseribe its institutional integument, whieh
eonsists of persoms in Situations; these situations are formed by (a) patterns of
integration (b) suy generisstruetures and (¢) operational deviees: the explanatory
faetor lies in the repetitive element whieh links the situation with the proecess
funetioning as ap netivityhingucing meehanism; (5) eventually, it will pe investi.
gated to what degree the dominant pattern, the sui generis strueture ang the

that ade up to the ecomomic proeess. It should then be possible to gauge to what
extent the eéomparative effort will advanee our undnratandiag of the manner, in
whieh the eeonomie Prosess is ehanneled in the different Ron-market societies.

PART III7
THREE BRASIC PATTERNS

A systematie attempt at g theoretieal approash to the pProblem of the non-

market eeonomy must start from the analytieal distinetion of market and non-
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market economies. The mext step must be a further distimetion between different
kinds of non-market economies.

In Part I the market ecomomy has served as a paradigm of an ecomomy the theory
of whieh is grounded on the presenee of a dominant institution in the economy,
the market syste,.

Our first question then is, whether the patent distinetion between market
and non-market eeonomy can not serve us as a key to the theoretieal handling of
economies in general.

Indeed, the pmm possibility may not have been sufficiently eonsidered, that
under the surfaee other pmivhesms basie patternms might operate, similarly to exehange
but differeant from exehange, and npt yet explored.

Market eeonomies are, then, readily identifiable by the prominenece of inter-
dependent priee-making markets; in other ecomomies one of two basie patterms,
reeiproeity and redistribution, prevail§ or a combianation of the two.

In an exehange maomomym economy things are moving under a self-regulating
system of prise-making markets.

Reciproeity, as a form of integration, implies that things are moving
between two or more symmetrieally plaeed persons or groups.

bedistribution, as a form of integration, postulates eentrieity, that is,
things are direetly or indireetly alloecated from a eenter (on a small seale
the ubiquitous peasant household belomgs here.)

A system of priee-making markets , symmetry and eentrieity are struetural
requirements of the three basie patterms, respeetively. These patterms are not
exelusive in a pertieular economy, rather they tend to eo-exist with other patterms,
one more prominent than the others.

In effeet. these three patterms are not mutually exelusive and are not,
therefore, per se classifieatory terms in regard to eeconomies ams a whole.

However, definite seetors - branehes or levels - of the economy may be aseribed

to one of the patterms, whieh ean then serve as a frame of referemee in regard to

trade, for instanee, may differ as to patterm.

that seetor. Foreign and domestie <
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In amgient Israel or in Dahomey, reeiproeity prevailed on the village level,
redistribution on the national level. long distanece trade, for instance, ram
between the rulers of the aneient empires usually as gift-trade, i.e.;, on
reciproeative lines, while domestieally the objeets exported as well as those
imported were first eollected and then distributed through the ehannels of a eentral
administration. Similarly, single isolated markets are frequently found interspersed
with non-market forms of integration.

These patterns of movements have been found signifieamt in prbdueing a degree
of unity and stability in the proeess, i.e., a certain measure of interdependensce
and recurrenee of the parts, The patterms have therefore an integrative funetion.

Henee their designation here as 'patterns of integration.'

The definition of the ecomomy as instituted proeess offers a elue of how

to proeeed. The eeomomic proeess is to be eomeeived as movements of things,

while the institutional integument eonsists of "persoms" causing the movements to

-~

happen. This should allow the reduetion of the eeomomy to a complex of things
in movement and of persomns in definite situations. The movement of things ean be ig
deseribed operationally, the situations themselves ean be determined sociologie- <ff:§
ally , in either ease avoiding valuational or motivational terms which may be :
biased by dint of their assoeiations with the familiar econtext of the market.
The aetual economy, Menger argued, eonsisted of goods that are moving in
the proeess of produetion and exehange, and of persons responsible for putting
them in motion, whether their aetivity be caused by the insuffieieney of the %
means (economizing direetion) or by the requirememts of produetiom irrespective of i
any such insuffieieney (teehno-economie direction.) Neither goods without persoms, ;
nor persons without goods make an eeonomy. Persons eannot be economieally aetive

in the absenee of things to whieh their aetivities relate; nor do things constitute
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an economy in the absenee of persons who are aeting in regard to them. Menger
took his "order of goods" - their distance from eomsumption - for granted.

He ecould do 80, since his definition of the economy was based on the notiom of
provision for material want satisfaction, henee the coneept of materiality entered
both into the proeess of produetion and exehange, and the situations responsible
for the movements of things.

The suecess of the procedure outlined here eannot for two reasons be taken
for granted. It may mot be possible to strip a partieular economie culture trait
of its assoeiations with the market context in whieh it is familiar to us. Also,
we may look in vain for an institution with identieal funetions under another
pattern of integration. Finally, even a suecessful translation from one samantii
sequence to another, ensures no more tham a formally correet proeedure, not
necessarily also an advanee in substantive knowledge. For the points thus elarified
may have been system-difficulties, merely arising out of the procedure fdiowed, not
out of gemuine problems originally set and accepted as sush. Yet unless we deal
with reecognized problems that are of interest in their own right, no true advanece

in knowledge ecan be claimed.



