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The conventlonal view of ecy—polity:

In the conventional view the ecoy is & private realm,
the polity public, The ee'y is the sphere in which indiv1duals
go zbout the business of life, providing themselves with the
means of existence. The polity is the schere in which decisions
are mude regarding the coilectivity.

Supported by economlst's view -~ posltive economics - based
on means¥ends distinctfion with Heconomic® acticon involving the
neutral adaptation of means fto ends, Thus the economy is viewed
as8 & value-neutral instrument for satisfying wants and the econ-—
omist as z neutrsl analyst.

The pollitical s¢ientist sees himself as concerned with
tne use of power to achieve tollective ends,

Actually the egonomy 15 z socizl poliltiecsl order unto itself,
& distinctive way of ordering the relstions between men in a wide
variety of situations., As such it is a rival to the polity, It
provides 1ts own self generating set of rules and powers, This
with fact that 1ts xxIwx values pervade the soclety has had fate-
ful implicatlons for the zEsmmmyxxin polity. It is in the nature
of the market economy that the ends of life appear as means; all
g5 means to end which 1s making money., Aristotle was first to
perceive the effects of this on the polity: "every art is turned
to money making." It is these arts which are the ends, the primary
values of the 1iberal polity.

The problem, therefore, is not to hring the nolity to :
bear on the pmIXIY economy; that we have aceomplished, Thne nroblem
is to reaffirm the soverelenty of the EGVEfE1gn to ?rcagnize and
affirm the rights and aspirations of the citizen and d1st1nguish
these from those of the consumer anu the praducer, :




HIRRY

Beneatn the cancerns now rising to the surdsce ofipuhlic ge-
bate 1{‘ the Tnited States i3 the fundamental guestion of the re-
lation betwean the economy and the polity in our sceiety. Tn essence
it iz the guestion of the place and functlon of the economy and the
polity in the liberal demoeratic soclety which both serve, It
is the burning guestion of our time., It ap lies with urgent per-
tinency to several levels of contemporary thought aend action,
from publie policy to the abstract realms of economie theorys; from
the transcendent ideals of political philosophy to the intimate
reaches of rrivaete moraiity,., And as the poiities snd economies of
the new nstrions of the world strugegle to emerge from the chrysalis
stage of ewbeddednieas in their suﬁietiea, & new urgency is udded to
the guestion. ITinfortunutely, it is a guestion which we sare excen-
tionally iil-eguipped to angwer conflidently, so deeply nas the con-
vnetional view of he place and function of the economy end polity
in 2 fr & scoiety penetrzted our thirking at all levels cof cetion,

}ﬁ,«,ﬁ 1’&‘{ {v,-. The economy Bas played & unlgue arnd dominant rele in the
: Yo Tuphenl
g Eﬂ”*yﬁ development of cur svelety. Tt is EE the ezuzential feature of a

oy
AR
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money-market economy that its values and institutlons pervade
thougnt end actlen 1n the soclety whlch houses 1t. The money-mar-
ket eccnomy provides an order which, with its system of universal
rewards and punishments, can ecsll forth or eartail the "production®
of an infinite array of values, saterisbrwderes, tom the everyday
items of subsistenee to the services of a doctor, and artist, a
teacher, or & television fpersonallty.” Through the eccuntless

ecoenomizing cholees of 1nﬁ1v1duals getting and spending thelr




income, the economy, therefore, has the task of "proéucing® not
only the materisl means of livelihood but a wide varlety of the
social, cultural and intellectusl rvcles which are vikal to the
hezlth &f the body politic. Thus in the market fpaﬂumy it is but
slight exagperation to say that all the vulﬁaﬁgﬁnﬁ iliusions are
transformed into one. Feonomic suecess 1s suncess itkelfy a
healthy economy 1s a healthy scciety.

In the development of the warket economy the distinction
between the econumic andé pelitieal orders was thus dangerouslty

ﬂbsauqr%ﬁ. Indeed, the politircal order was, to a large extent,
engulfed in the economy, Politics became economics &g the interesss

epbodied in tne liheral state shught their realization through

the sconuwie order, and the political values ol a free scelety.
found their oringipal expreéalmn and their uwohelders Iin the profit
sysztem. Government itsell came peridounsly cﬁmse to becamfing &n
instrument of the contending powers of the market place rather
thar & vehiecle for the citizen,

But as we stearm aheud to the dubiocus shores of the "affiu-
ent society," a sea change seems to be overtaking asmerican apinion,
Increasingly we heur doubts expressed concerning the time honored
view that econumic success c¢&n sulve il our 1lls, oprivate and
public, Actually we are In the mlddle of a secular shift in the
place of the epomy in our soeciety.

The flrst msjor degarture frem tradition followed uuon the
econcmie crises of bhe post-World War T era and the desression
decade of the 19830's, The theories of ¥Xeynesian economics and the
policies of the Yew Deal brouzht the politieal p?ﬁcess to bear
upon the econemy., The stability of employment and prices in the

economy became B matter of public gpeliey, and the balance aof nower

------




smong the mzjor contending forces in the economy was altered by
political means,

Radilecal though this shilt was, 1t was relatively easy for
econonists to understand snd for polliecy makers to accompliésh without
any of us ralsing guestions about the nature of the economy and its
place in our society. For though ¥eynesian econcmics znd the Hew
Peal both represent the reemergance of the polity over the economy
contemporary society, the imnediste walues served by these eventa
were s£till economic vaiues, The xERg righi to a steady Jjob, to the
enjoyment of a high standard of living, and the vight of the
worket to exert some contrel ever the work urocess mere not in
themselves reolutionary values, The producer and the cunsumer
still prevalled,

the

Currently the shift in emphasis from, economie %o the po-
litical sphere continues, but in & radically new phase. Tt
seught artieulatiocn in the late President XKennedy's "New Fron-
tier;" it is inherent in the new concern with the pergistence of
rovery in the mldst of plenty, in the civil rights struggles
throughout the land, and in such resent OSupreme Court decisions
as theome concerning parity of voter representation in the several
cstates, But this phase we do not so resdily understand, OGur
current crisis is from the beginning ome of the politiecal order.
The iiberal polity, which thrives and progresses only when nour-
ished by a plurality of functionally independent interests, has
been sericusly weskened by our excessive reliance on the ma?kéttihfff
system to provide for the revresentation sand resolution of con-
flicting interests in our sgoclety. We have relied on the eccnomic

system not simply to provide the material means of life, but to




serve as 4 deelsion-making instrument which, to a large éxtent,
determines the Duncticnal warliety of the "intereszts" which com-—
pose the liberal polity., Fducation, health, rssearch, the arts,
politics, the communication of ildeas, even the activities of
leizure itself —- all these are "produced" wholly or in large

part through the agency of thab remarkable insitution, the mar-
ket., Viewed in this light it is a political instBtutiosn comparable
to and more powerful thah the state ltself. and it is precilsely
in these zreas which introduce the vital gfgalitative balance of

life in & free society that the market fails
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Tne slow but steady usscent of economic th@ury to the aloof
realma of pogitive selence over the pest three decades peses
come interesting dilemmas for those economists whose prineipal in-
terest in the ecconomy 15 political, sociolopical and Eiﬂtmvical T
indeed, for all those sccisl scientists who wlhsh fo locate the
geconomy snd study its plzce, or funetion, in soclegy. For, while
much has been achieved in the directlon of & legically positive
theory of eccnomies, the economy has been lost,

There is an exceptionalliy wide area of agreement among
contemporary ecunomists of the West upon the definition of econ
notics and of the eccnumic problem of wan living in soclety, butb
ss the acceptance and logiczl vefinement of these central concepts
of modern economics is extended, the pessibility of defining

~ the ec.momy with equal certitude and iocating ite place in soclety
recedes Purther and further into the background.

Eyen a cursory gisncz zt the accepted definition of eco-
nomics snd the economic uroblem exposes the problem clearly.
Feonomics, as every textbook now tells us, is a science coneerned
with the maximal adaptation of meams to ends. The sconomic nrob-
lem ig essentislly a problem 1n rational action. It derives from
the inherenl scarcity of means to satisfy an endless variety of

human ends and the conseguent Gifficulty of allecating means to

ends so as to mavimize achievement. Thus eccnomics is concerned

with ecconomizing, &b aspect of humsn cntion in all kinds of sit-

such as some kins of games) an




the dally course of life, This zeint that economic man Is an
sbstraction, once a sourece of hitter controversy, is not oniy
accepted by economic theorists; 1t is really the basiz of economic
theoryts claim to the fatus of a positive selence. It is a voint
wnich also seems to ha e stillsd the institutionalist eriticism
of econcmic theory's lack of empiriecal vaelidity, and largely to
have satisfied contemporary sociologists and anthrepolegists.

But there is a problem. The wvery success of econoumie
theory imm isolating for analysis what seems a universal aspect
of human experience doems to fuilure any atiempt employing the
same concepts to locate the econumy and study its variegated rela-
tion to the sockdéty of which 1t 1s a part. Following the pre-
gepts of econhumie thR=oTy We shall Tind that the economy 1s both
everywhere and nowhere, Feonomizing is &n essentiasl part of human
action., It pervadés thought and action to a greater or lesser
extent in all kinds of zitustions. I we take the économy to Be
the locus of economiging, we shsil have to find it In the ex-
neriences of love, religion, nolities, war and play as weli as
in those of muking and distributing the material means of life,
or in the getsing and spending of mﬂney.:%;g; very [act that eco-
ﬁumie# theory deals only with an aspect of actlon prevents it
from identifying the economy as a distinetive set of interrelated
operations, such as those of the srouduction, and distribution of
material things, Here econoialc theory leads us nowhere, because

it desls with an arientation toward setion rather than actlon
itself,
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(tilne:; Doetrinal development.,

Conventional view of the relation betw, polity and economy zrises
with emergence ol polity and economy in 17th and 18th cents.

: Ebbbea: fundemental statement of nature and necessity of
poiitical erder in libersl, utilitarian society.

Rartificial® (not natural law) character of polity.

zbgolute power to sovereign; sovereignty the only
basls of rights and obligations, including property
rights, The state, the polity ls the creative
center for all powers granted te individs.

Locke: Separation of economy from polity 22 property rizhts
glven natural law foundation (rights imhere in man),
lebor theory of wvel; function of state re economy to
protect rights geperated in private sphere by laber
and exchanpe,

Smith: First znalysis of exchange as a system of order
see The of Yor., Sent. for breadth of exchange
concept,
W, of N,, theory of market exchange,
Separation of economy from polity remains:
now =zxchunge as a8 separate prder is given
natural validity in instinct to Tr., B and exchg,

But the economy remains restrlicted largely to
the substantive sphere through the labor
theory of value.

Harshall: Subjective value reveolution sand expansion of
concept of economy and exchange sphere,

By shifting to scercity == source of valne
rather than labor, sphere of economy expands

to include all scarce values: anything salesble,
Intangible property.

Thne battle is won and iost in Yzrshallts principles.
Statting with substantive coneppt, he is forced

by logie of his theory te free the economy from
substantive moorings. WNow the economy is the
exvhaenge order and it is everywhere,
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