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Thi=z work is desipned as an eronomic bistorisn's contribution
o world affairs in a pericd of vperilous traanﬁrmation, The =im
is simple. &0 as fo enlarre our freadom af creative adjustment and
thereby te impvﬁvé our cnanses of survivel, the problem of man's
meterial livelincod shall be subjected to s total reconsideration.

No pore then a Zirst beginning can e made in t-is bosk. An
attenpt will.he mede, nowsver, o remove some deaply rooted miscon-
ceptions that underly the social philesoshy ef our time concerning
the nlace ecoupled by the economy in society. This affort will gen-
ter on Lhe study of trade, raney and marke: institetions ﬁﬂ_rémiliar
Lo our age and yet, mavbe feor that very resason, sources af a griev-
ously incomplete wnderstanding of the natura of the human econcmy.

AT aecasicnally a personal note has intruded info the snalysis
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ipczuse the historian can ne lenger rermain

cf the cold facts,_it is
aleol Irem the needs of the ape. ?:ue, by responding te their call
unwenteo tesmsions mEy he Infroduced into the traditicnal fabric of
an sceddnic disciplirne. 35till, the perspective of the undertaking
dogs not soring from an ircifidually hold view. The nature of the

dangers cited can be gsuged ebhjectively snd the briefest survey o
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the present reveals momn af the perwsnent fagiors in Lhe oncoming
reriod of history, Nevertheless, the spproach to the tazok may well

be deemed personal. Ferforce there sre subjestive sources to the




el ief that ever so =cademic and peripherz]l a figure as the .stuc"en'l;
of egonomic history snoald be shle to discover a definite use for
himzaelf iz thisz recular prosess. . That, for instance, he may help
to disencumoer our rr:in:i; af ohsoalete notions =06, to the extent to
which he ripgatly discsrns the ills of the agé; he might even vaenlure

te offer o view of now o2 jucgs of long-ruan l:{}licér' problams.

The bére facts of the situaticn in which we find ocurselwes are,
indepd, soen alike by muny.  Aboat @ generation spo ibe demise of the
gysten ol world economy became spoorent. After YWorld War T, the in-
ternational gold stendard, world mavkats for commodities snd raw rater-
isls, axma the waiversal cistribetion of credits snd investments were
enpulfed by changes, Ecme.ﬂuﬁden, some more gredual. A the zame tine
the political orgeonization of the peoples of the planet stortsd to
disintegrate. TFollowinz on World War I the balance of power thet had
for & cestury provented major  wars cesased to work., New dictatorisl
forms of governmznt srose znd pessed apain. - Mew crganizations ol the
BCONONY Were triéd with wazrying soccegs, The eontinents of Agiz snd
Horth Africa aszve beeome fluid at the borders. For a time & third
wgrlé Har sssmed imminent. Despite the cdds, lm.m.«ee*l.rer'.r the chanceé af
life ars appsaring to win over ths €hances of death., But whatever
the outcoms one concluaion can be drawn already with certsinty, that
further.reaijustﬂnnta in the inﬂtitutiapal setting of naticnal and
internalicnal 1ife are inevitalble. This may sound trite, for histery
never stands =till. Actustly, it is meznt in'tﬁis context to fore-

caat chanﬁes effecting vitnl aspects of collective exiztence even if,

B3 N0W EE#MS nessible, no spectaculsr events breal in wpon us such
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az 4id daring tas drecade Irom whilzh we nave just emerged. - For the

cepainl ciresmstance that necds to be emphasized since it is cesily

the obviotus one that the corntending politi-

cal &nd ideoiopricel forces that have alresdy entered the internation-

a1l scene will of necsssity cither destructively elesh or be construe-

tively hzrmonized or, perhaps, botk: yat such is their institutions”
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nature thnat sven fer rotking dramatic to hepoen impertmnt step-by-step™
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adsttaticr will hive to occur. OF this we pay ve sure, therefore, ﬂ;”y,'=¢?
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that vhntever else be in stare, at least soms degree of creative ad- T

justment to the new permanent foslures of the humsn environment is
inevitable. Mere corxistence, i7 i% is %o operate at =11, logically
requires sz much.

Fut beyond the instizutionsl d&vicea that mere cosxistenze must
involve, snother kind of unspectacular change in the hurmen world is
possiblie which, in its undramaLic.way, iz more cumpreﬂenaive than
imzgination hed hitherts gncompassed. Wuclear energy, Once relezsed, .
will never cesse to 2sunt us.  The dominant concerns thensslves in
which we hawe oar being may slter their direction changing from their
prosent economic exis to what may best . be called the marsl and po-
litical. Mot cconomic propress ang welfare anymore but pesce end
freedom thé; Lecome men's supreme aims. Fear, thst architect of
power, is alresdy quietly rroducing totnliteriecn tendencies of an
order of magnitude hitherto unkncwrn. For better or worst, the very
framework of cheange is ehargirg.

Le ifor the hope thet the ecenenmic historian may cacTetly

nourish of contrimuting his mite, it must be, as it were, esoteric.
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ndesed, te select the timeleaz comcorn of man's livelihood,
and ie urrs it= reconsideratien in the ligat of practical necessi-
ties mwust avnear as a strange cbjective. The nlace occupied by the

& forbidding subhject at

i
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veriots sconomiss in different societies i
the 2ast. &4lthough an cconomy of some kind or ather is essential to
all o=and efery society, Lt mmy he linked with the rest of society in
very different ways. Under ons aznd the same téchnclcgy, far-resch-
ing changas”in the esconomic organizstion may he snceuntered such =s
transitions frem capitelism %o sccislism, Amain, one and the sane
organization of the economy seems compatible with sharp cheanges in
the politics] sysiem, e.g., when & market organized socicty changes
from = libersl Gamgoracy to.fascism or back. A1 the more 1T change
has been induced by &b external force, such as concvest, & common
coeurrence in world histery, Under preszsure from outsidg or in the
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ife, whether palitcal,
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wake of acculturation any majer sphere of
religlous Gr.nultural, s0 it meems, nuay gain the ascendsncy over

the other apheres and retain it over s stretch teo lomg 2o be classed
s merely temperary. Yet even though the sconomy may <ake only sec-

oond or third nlace it can never fail in unforesceable ways to compli-

cete the iscuss.

1%, nvrortﬁalnsa, the unwieldy subjeect of the Livelihood of
MEY WES elecfed here for inguiry, it was dene in the convietion that
it is rot beyord the gcope of intellectual effort to eliminate at. i
lozst gome of the nmost intractzble bisszes under which the problem |
ai thE.EcﬁtCmy presenta itaelf to ithe men of our cealury.

This belief, smounting salmost te a personal erngagerent stems
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with the auther from a compelling insighi of many years' standinge.

In oy conviction the largely unconssious weaknoss under which western

prings precissly Trom the seculiar conditicns

civilizaticon lahorss &

under which it is shawing its economic fate. in all its sipgularity,
it can be set out s Tollows:

Jur sociail thinking, Tocdred as it iF) on ths aconomic sphaers,
iz for that very reasen 1l equipmed To deal w{tﬁ the eroonomic re-
guiremsnts of t3iz spe of adjustment. 4 market-&cntered soclety such
as ours must find it hard if not imfﬂasible Jastly tﬁ gauge the lim-
ivations of the significance of the economie. For ence man'a ovory-
cay activities have been orgznized through markets of varicus kinds
based oo yrofit.mmtiueﬁ, datermined by competitive attitudes and
poverned by = utilitarian yelue scale, his society becomes an organ-
iem that is in 831 sesentisl repards subservient o gainfu?_pu??ﬂﬂnﬂ‘
idavang thus szbhselutized the motive of economic gain in »ractice he
loses the capscity of méntally relativizing. it sgain. His imagina-
tion is bounded by stultifying Zimits, The very word 'ecanomy’
evokes in him not the picture of man's livelihood and the technology

that helps to secure il, bul rega’ls instead & geb of parficuler

notives, peculiar attitudes, and highly speeifie purposes, all of

aocassories o the zetusl eednomy, ewing to an ephemeral interplay
of cultural traits. ot the wermanent and sbiding features of all
human cconomies but the merély tranﬁitofy snd centingent cnes ap-
pear to him as the essentiasls. Me is bound to create for himself

difficuliies where otherwise there are nons and to sturble over
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pasily avuiﬂﬁd ounstacies the very existence ol which are unknown o
him. In his ignorance, the *rie presonditions of Eurviﬁal remain
cut of his reach, as de the Jess obvious ways of sttaining the pos-
sibla, This chsolete market mentzlity is, s 1 sce it, the chied
impediment fo @ resliatic approach to the economic problems ol the
OASOMING X,

On the face of it such & propesition must oppear almost self-
contredictory. It may seer to inply that very overestimation of
ihe imporiance of the economy againzt which it oetensibly wishes to
forewarn. owever, this ia by 0o means the caze. To assart that
market-centered habits tend to be aecempanied by = certain kind of
economic ratiﬁnale is.ﬁntiraly compatihie with an outright rejection
of tho fallacious view of a timsless predominance of the economic
foctor 1a human sffsirs. The nineteenth century which universalized
the merket would neturslly experience ecoromic determirstior in its
crily life and be inclinéd to assume that determiniam to he timeless
and genersl. Its materialiétic dogmatism in regard te men and society
simply mirrared the institutions that Yannened to shape the enviren-
mant. And to assert that such ohsegelve economy-centered noticns,
reflsecting timebound condiidons, mist prove & nindrance to the solu-
tion Of:hiﬂer problems, including those of the odjustrment of the
eronoMy to nsw social surroundings, is merely Lo point out the ob-
TioUT.

Tt im Lhen, precisely on account of the disvroportionate in-
fiusnce excrisd oy the market

!
sonal ewpprience that we must find it diffiecslt to understand the
[

ystem on the socisty of cur own per-
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limited znd subordinate gharscter of the economy as it presents it-

1y

such a system. Bubt hence slso the ressonable expectation

fur
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sall outzl
thaﬁ anze cur desp-sested bias has been recopnized for what it is,

it would not be beyond our espacity to rad oureslves of its deleferi-
D &ffecta.

L wider lmowledge of fact is the corrective to restrictive prej-
udice. To reduce to their trus vroporiions the.emergent gqueations of
gconomic adjustiment we st lexrn to Eeé with the eyes of the histor-
imn.

But slogunized wersionz of history would prove ss fatal to our
generation as would = félfe man te o general on the eve of hattlﬁ.
First of all, world hisbory is enpkatically not econemic history.

The physicel existence of & group, its safely of life.and limb, the
totality of its way of life transcend anyihing that can be reasonab.y

; s
presented as an ecorowic interest. But to stress the opposite also
has its canper. He who ean offer ecconomic sclutions will always be
=t an sdvertage in the pure power game over him  who can not. Again,
were business practices, however fondly achered ta, can not present
themselves as the only embodiments of such transcendent values as
personality and freedom. This would ﬁe to subatitute eredit for c}eed‘
and fatefulEy to underastinmate the impetus of a seculss relipion that
hopoens not fo put ile fsith in bank acceunis. Koo sheuld techaologi-.
cal progress be made into an idel, %o which meralily sad human happi-
neas sre blindly sacrificed.” ¥et agein to elevate primitivism to a
morelity =nd to seek shelter from the alternatives of the Macnine fge

in the Weolithie cave is a ecounsel of despair tast igpnorss the irre-




vergibility of uwropress.

Dizegrdsnt penersiizations such ms these need not Isave us in
an agnostic mood. Tha varied vivid sxperiences concerning mnan's
livelihood will naturaliy carry false emphusis 2= their c?itaph.

Jather let us pewsre of sbatrmet generslizations in thiegs econemic,

whiech tend to ohocure and oversimriify the intricacies of the actual

o

gituztions. These actualitles alone are our concern. Our task i
to divest them of generalities and to grasp then in their concrete
agpeet, Wa lengthy regrecsieon in time is needed to read the histor-
ical erigin of oor present enlanglismznts.

The ninetsenth century gpave hirta to two =ets of events of =
very different order of magnitade: the Mechine Lpa, a development
of millennial range; the markst system, =2z an initial adjustment to
Lhaﬁ dovelonment.

in the Maching hge we have seen the beginning of one of those
ruré mutations tnat mark the lifetime of the.human race., In thessz
terms tas mistory of man since the 01d Stone Age counts no mere then
thres veriods. First, the ﬁeclithic; second, the period of plouwghk
agriculturelin which elmost 211 kistory happensd; third, thé brand
new Machine fpe. A1l along technolbgy prcvi&ed the criterion. Neoc-
lithic man never pagscd nach beyond the ztage of food gathering and
hoe agriculture. The growing of grain required a pleugh with a large
beast to pull it: this stﬁfted civilizaticr some 7000 to 2000 years
ego. The use of machines, powered by clher strength than that of nen
or beast is of quite'récant nceurrence. It launched us on a new road.

On &1l counts this new civiliraticn that nmas slready doubled the popu-




lation of the globe ghould be expectsd to continue over a wvery lomg
pericd. It k=o gome o stay. It is our fats.  YWée pust learn to
live witﬁ it, 17 we are to live at sll.

Tl.le fundamental faet is, thes, thet btha machine crested & now
civiligstion. I plough sgriculture is creﬂitaﬂ with having given
rise to the first civilizztion, the machind wes now giving rise to
the second, the industrial. Its spread cuer'tﬁe planet is the par-
spective of the ages to come, How, such an event transcends by far
the economie field; onily iime will unfold ites powsrs and pﬂ?%]ﬂ and
spell out its imvlications= for the existence of men. Hechine civili-
zation lhas ir.*.rr:?:-'.-'t:?l:'_l the frail frame of man with the efl‘r_:r_utive:i-:-:-&s of
lightning and earthgualie; il has moved the center of hiz being from
the internal to the externsl; it has added nitherto unknown dimer-
sions to the scopez, structure and frequEncy of communisstion; it has
chenged the feel of our contacts with nature; and, more important
ther =11, it kas created novel interpersonal relationn reflecting
forces, physical and mental, that still may, as some fear, cause the
self-cdestruetien of the human race in a not too distast future.

The bepirmings were unspectzculsr. A4t the turn of the eigﬁteénth
century {a Tew rere spirits ﬂpart] n0 gngz sasrectied as yet that a
new civ}lizatiﬂn w3 about to break. Yot nany machines had yet been
invented and even of those invented some, Like thne peower loom, were
stili not in use. HNevertheless, by orivilege of First sight the few
recognized the eigns and anticipated changes of unimaginable depth,
subtlety ;nd pervasiveness., Some of their notions caused much merri-

ment. Yeh, BS we have since learned to see, not the tough realists

;
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but the childlike prophets were closer to the fruth. Indeed, the
grim guestions of cur day es.well sz the hooes of centuries te conme
are mere derivatives of that inconspicuous mechanicel start,

Sobert Owen was the first Lo perceive that o new world was
enpulfing the old. The mechine would demanﬁ‘&lteratiﬂuﬁ in the de-
tails of everydsy lite, 85 in comsunal existence. He smensed the
boor inherent in an explosive growth of the capascity te produce, but
alse that it would tjrn irte zn invidious gift, unless ihe sheck of
a wachine-made lifs was aboerbed by new patternz of seitlement and
habitation, sites of work, rnlatinnslnf the sexes; forms of relaia;
tion and evern of zttire--ic all_mf whick he devoted hiarattention.
He wdvocated o root amd hranch_r&fcrm of Chnistianity. Limost as
an afterthought he referred te the economy, advoecating - reformed
currency and co-crevative forme cof ecoromic life (no concept of .
copitalism exisied as yet)., Iu Frr_-u.f.‘..t:, Fouvriar's gr-:at&er.:qucla.imagina-

tion cngendered blucprints of vhalsnstéres where indusirial division

of Yobor would be gesred by virtue of psychological gadgets to the
spontaneity of men, women and chiliren., Szint-3imon proclaimed that
his Hew Chri&timni%y would bring salwatior to an "indusirial soci-
ety's Thus 4id the 'utoplan socisldsts' anticipete the menace of =
cuttural dewelonment which a century later beceme familiar to all
the wmrlé z& the frepmentstion ol man, the stsnderdization of ef-
fort, the supromacy of mechenism dver organism and of orgenization
over sponteoneitys. Even the threat to perscnality and freedom was

there from the start. 2y the clocze of the century Henry fdams fore-

told the very date of the stom bomh.
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Howsvsr, or g Iops Time those early fears of vhat would Lol-
low in tho wake of the machine rersdined lntént. They wore gclips=ed
by the manilest changes in economic organizstiom prcwef that were
urgently required to allow nlay for the teduriclogical miracles of

the dey, Adsa Spith hed discovered the answer in the market. The

+

faztory syctom which, at first, secomed to involwe 1itile mere than

sona acdditionzl overssas

+

reding stations of the usual king sconm in-
CuzZed 8 process Df inst.i’-:.uticrn;-;\_'l. change of : very different megni-
tude, Tha cutcorme was that aprproximation fo a gelf-repulsating sys-
tem of markets which revciuticnized Yeatern soclety in the early
decsdes of the nineteenth century. :

Yot 2z we now know this wes only a first viporows atiempt at
adjustment. Tremendeusly successful zs the inifiative proved in
spite of the bitter sufferings that it kad brought to a whole gen-
erztion, the adapteticon to the machine was neitlher complets neor
firzl. The more comprehernsive the market systen became, the mcre
it revecled ites incapacity to zatisfy thé reguirawents of a stable
society. Hecurrent unomploywent by the million und permansnt ue-
certainty of tenure feor the employad-—scoﬁrEEE unkrowr to former so-
cisties--togetner with the cther harrassing sccompaniments of con-
tinped dislocatiens, made the procsses of industrialization inte =
turden almost too grest fo hE: borne.  Bocialist movementa at home,
and a world-wide growth of teriffs on imports were manifestations -
of & tendency toward the self-protection of society set in moticn
by the revages of unconlrolled market Torces.

Thus in our own daya another phage of scomomic chenge set in,
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It followed legically from that earlier one, yet it pointed in A guite
diffarent directicn. The bresikdown of the most ambitious of all mer-
ket institutions, the international Gold Standord only about half =

contury alflzr its establishment ushered in the ‘end of the market

utopis. Rouselw spalopous eccohomic reforms were now introducec un=
e [ f=il

dsr politizally very different regimes in all asdvancad countries of
tha Weskt, Recular emploveent for =11, repulated trading abread,
planneﬁ neveloomnent of nationsl resources a2t home were the postulztes.
Zypn in countries whers the market sysiem lerpely econtinued an the
traditional way, there wes s significant turn jn.thn everyday motives
of spopomic life. Socisl Eecuritj and a more-juét taration ceused
+he urdiluted incentivez of wprofit for the owner, and fear of desti-
tution for the worker, to be renlsned bj the mixed notives of gtalus,
inecome, tean-work, and a crestive role din industry.

The strains and gtresses that secompany thisz second sdzptation
of the economy te the mechine are strangely different from those of
the technﬁicgy that imperillcd e¢ivilized life in the wske of the In-
dustrial Reveluticn. If 2 century ago the ipnexorable working of
interlinked murkets for labor, land and capitzsl had to be countered,
e ¢hat the humen shomne of 1ife could contirue, the dangers now come
from an . pnexpected quarter. They afﬁ, however, by no means less
fcrmidable. irnd the new threst forms ss much A part of an industri-
gl ziwilizotion as 4id, ia its birihplsce, Zngland, the unhealthy
fectory, ﬁhe raonreor town, or the scientific Grﬁelty of the poor-
house. qnly the underlying cencerr is not for qﬁality, justice,

charity, knd & humane life for the laborer, but rather for the free-

LR s e
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dom erd survival of 211, An industrial technology is showing itself
wholly capable of gonerating suicidal tendencies that strike at the
recatg of liverty and life itself., Uutazide of Burope there is fear
of foreign domination, znd & deternined inSisténce on incepandence
znd sularchy as a means of contrelling a grocess of industrisiiza-
tion thag univerzally ds both deaired and dresded, The avparent
contradiction should not he surprising, Induﬂtfialism WEE AN UNER3IV
compromise between mon ond machine, in which man lost ouf &nd the
machire had its wav. ﬁt.the turn of the 19th century the market sya-
tem may well have been the only teans of enploying exrensive elabor-
ate machiﬁerg for the wurposes of producticn. Yhen mschines were
invented, neither the rea&iness ror the capacity for riek bearing,
reither the knowledge of products nor of the consumers was svailable
exzept in that merchent class wilch for gencrations had been 'putting-
out! raw matﬂriﬂlé for finishing by home industry., “he self-trotec-
tion of society by means of factory laws, but smainly through the trade
anion J:LL:I\EEEIF.’:DHt., for g long time Ingemed far behind the inpact of the
machine. In the present spread of irdustrisiization the order is
reversed. Asian, Lﬁtinhﬂmerican end African hafe learnt the lessﬁn.
Tre .new econsmic organization puis the safety of the socianl above the
requirement of maximum technologiczl efficiency. -he emphasis has
ahifted-from machine to marn.

So great & sghift in the place of the economy in society mast
divest the eceonomy of its traditional assccistions. Gain, competi-

tion and wtilitarian sdvantage are no mors the points of reference.

e nore iuﬁi;iar we sre with the picture of the world sz it presented

|
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it=alf in the 19%h century, the less well will we he prepared for
the realities ef the 20th. lor an erientation in the emerging new

ifferont mez is reguired.

1

confitions

Tor or up to date frame of reference a ‘strategic poiht is re-
quired. The earlier and the later maps consrast perhaps most sharp-
1y in the posiiicn asssigned on them to the institutions af trade,
money and market. Under the dominance of the market, trade iz no
more than 2 funetion of the market, and money merely & means of fa-
gilitating trada. Hn_tréde and monay appear as adjuncts of the mar-
ket, Vet actually soms forms of trade and verious monsy uses gein
great importance in ccenomic life indevendeatly of, and precedent to,
markets, And even where mafket e¢lerents are presenit, these do not
necessarily involive the exlstence of a supply-demand-price mechAnism.
Frices ure Uriginally set by tradition or suthority and their alter-
etion, when 1t nccu551 iz spain brought zhout by institutional* not
by masket metheds, Csatrary to all eurrent assumpiions, Lhe origin
af {luctuating prices, not af [ixed priﬁes, iz the problem for the

higterizn of antinquity.

Tne notion that individusl sctes of emchange were at the root

of trade, money, nnd even of morked insiitutions, is hardly tensble,

s

oreipn trate, as a rule, preceded domestic trade, the exchange use

of money originated in tue foreign trade schere, snd organized mar-
tets wera daveloped first in external trade, snd in all three cases
action was more of the collective then of the imdividuzl kind, In

tae lignt of these recognitions it stands to gquestion how, in the

absenoe of price-making marksis were trade, money and market elements




iﬂtugrateﬂ in the economy?

Zuch preblems were l=2ft ocutside thﬁ soope of ;nquiry by the
traditionsl sE=Fumption of the inseparszble unity of trade, money and
merkets.  wWhove irsde was seen, morkets were assuped, and where
money was in eviderncee trodo was zznumed and‘.thﬂrefh?ei reErkets,

Tr point of Zsct, over the grestar gart ol econonie hiztory zrade,
the various monsy uses snd merket clemenis should be regarded as
oocurring copsrately. But how doss an sconcuy function, unlsss
trade becomss market irscde srd monsy becomes esxchange-noney?  llow,
for instance, can woney oolects be in uwse for paymenl, olher money

objects be In uze as a 'sisrderd', while no exchange or any apprecsi-~

-
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able émount iz carried on?  Zven more seatching guestions arise in
regasrd o the lasrge~scale funetioning of trade and money in so-colled
rramitive warketleze soonomies, gquestions whieh could, of course;

net even have heen formulated as long as the existence of éﬁch Co-
ditions was ignored, or their sigrificance denied in the name of a
dogmatic notion of propress.

We were thus apt o misjudge the general cherzcter of econgm-
ic dewvelopment both in roepgard to the secuence of facts and to the
facts themselves. .

tt is mere prejudice to aszume that in every development the
smsllef.sized spécimen was necesserily suterior to the larger sized
ong. To pootulote ouoh o soguence in histery is no more than an
uncritical.ﬂxtensian of the law of orpenic evelution.  Trade over
the lungéﬁt distences generally pTﬁC&dEﬁ that over a shorter dis=-

tance, just a5 the farthest ceolonies were usually founded first and




yast empires aross esrlier in history than smaller kingdoms. A sim-
ilar mistaie iz to regerd DhEﬂnmeﬁa puch us eredgitand finance =s
'Iate! ﬁcvclnp%:nts, only becauee in the short perspective cf the
lest few ceﬁtiriﬁs they happensd to have come apain into prominence

following apon the Thiz »nar-
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tienler follocy wes eniitdmized in one of the more popular 'HTEEGE'.
theories, which insisted upon the sequenoe! 'nﬁtural BCORCIY y MOnsy
efonomy, oredit cconomy' as a2 supposed law of develooment. A5 a
mattor of fact, debis and onligeticns are primitive phenomenz, which

antedzte the existerce of markets, and the storsge eccrnomies of

sntiquity practiscd lorge scale finsneial planping and sccountancy

long befoure the use of money as a means of exchange gaired imporiance.

The predilection for centinuity, from which 19th century his-

toriogravay suffered, made us often misresd not cnly the secuence of
,

the facts, but alzo the focts themsslwes. The cortiruity which was

teken to be implied in organic processes is erly core mode of happen-

ing, elongaide of which run the inkerent discortiruities of develop-

ment {the total proceas being a combinstien ef the two). DBegides

continuous growth from sm=ll teginnings, there 1o slco & very dif-
ferent vpattern, that of dizscntinucua_develnpment from previously
unconneated elerenls, The 'field' dn whick such sudden change ‘as
the emarpsrce of & new complex whole ocﬁur&. ig the soeizl group
under defirite conditiors. These digcontinuities hraaﬁiy ﬂétcrmige
whet idess znd concepts may gein currency with tﬁe mempars of =

group and at wast reie. But once disseminated, those ideas and con-

cents make possible change at an enormousiy sceelarated rate, since

L
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tire pattarns of individnal sehavior cen now simely fall into line with
the naw general Fotiern prelforned by thosa i&nug and coacepts. Fop-
Berly unconnected elemenls of behavior thae link up directly in a nasw
20mplex whole, withant any tramsition. The so-called ldealistic and
raterdsiistic aprroncher o tiz{ery apnesr.in this Tight nﬁt a0 much
28 oruosites, but rathep zs Pertaining to two different rhases in

the total precess. The idexziist BMpresees, sithough in a mystifica-
Ty farm, the fact ihae humsn thoughts ang ideas pley a decizive
part in thke enerrance of institutiona ~nd the turnz of hiatory. The
meteriaiiat stresass that.uhjﬂctive factors condition the spraad of
those thoughts and ideas, whick are not, therefore, ag the Hegeljan
ideslists assuned, boﬁn from an akstract cielectic,

The history of men's eociety end of Lhe Flace of the ecenomy
in it, is not an s2oount of uncnnscinus.gruwth and orgenic continud-
Ly, a5 the efo]utionista will hawe i, Sysh op approzch must nesds
obscure some dspecis of sconcpic development that are vital o men
in this present Phuse of transition. bor the dogma of orgunic con-
tinuity wust, in the last resort, weaken men's povers of shaping
his own history, Inhe discounting of the rcle of deliborste change
in humon institubions nust enfeeble hnis relisnce an the fercen of
the mind and Epirit, dust as g mystic belief in tha wisdom of uncon-
ﬁciﬂga gfowth Mast z2av hiz confidence in his powers to re-embody the
ldeals of Tuatices, law ;nd freedon in his changing institzticons,

The scholaris endeavor must be, Tirstly, to pive clarity and

recision $o gur concepts o that we he ernabled to fernulate the
E ; i

pronlems ¢f livelihood in terms fit{eg 88 closely as possible ta

T Mt e



tne actusl Tooaturss of the situatise in which we operaie; secondly,

to widen the rangs of principles and pelicies at our disposal through
a study cf the shifting plase of the economy in human society and

. the wethods by which civilizstions of the past_éucceaafully engingers=d
their grest transitionsz.

*he theoretical

A pap I
ACCOIGANTLT ,

study of man's livelincod on broad

task congiste in establishing the

inatitatienal and historical foun-

daticona. The method te 9e used is given by the interdependence of
thought and exverience. Terms and definitions constructed without

reference Lo factizl data are hollow; waile a mere collecting of

fuetsn without a readiuslment of oar perspective is barrenl. Te break

this wiclous cirele, congepntual z=nd empirical research muzt he car-
ried forwsrd pari passu. Cur eflforts chall be sustained by the c-

warsnans thnab there are no short cuis on this trail of inguiry.

T contribute to such an approach to the guestions ol the

hiuman economy is the aim of this book.
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ECOHNCEY ARD BOCIETY

Chapter 4

e boonomistic Fallaey

Endeavors to zitair a movre reslistic view of the general prob-
lem posed by man's livelihood to our generation meot from the outset
with a formideble cbstacle. It consists in an irgreined habit of
tnought peculiar to conditiconz of life under that type of economy
wiick the 19th century created throughout the industriziized so-
cleties., ©This mentzlity is personified in the marketing mird.

G tagk in this chapter and the next is to woint cut io a
preliminary way the fallacies te whish the merketing mind has given
currency, and incidentaily to ewpound snmé of the reasons why their
influengg on public thinking proved so nervasive,

We will Tirst define the nature of this conceptusal snachronism;
Geseribe the institutions] development from which it spranss ard er-
large on its influence om our.whnle moral and philo=opkic cutleol.
Then it will be cur job .to Fvans tHe raflections of this attituds
5f mind in the organized ficlds of knowledge which are comprieed

by the wvarious social sciences, such as economic thecry, cconomic
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histeey, anthrepelosy, sociolozy, pﬁychalosy and enisterology.

fuch a sarvay should leave o doubt about the power of ihe
impect of ecopomistic thicking on almest every aspect of the ques-
tions that coenfront us, notebly the nature of‘ecnnﬂmic institutions,
policies and nrineiples, as they =re revealed to us in the forms of
erganization of Jﬁ$eLiﬁocd in the past,

To sum up the central illusion of an age in terms of a logi-

T

.y to the point. Yet, concentually the economis-

BrTors G TR
.

tic Tallascy, in the matere of things, cannot be described otherwise.

1

The “egpicel crror was of a frega=nt and harmless kind: 2 broad pen-

eric pienomencn is zomehow tzken to be iﬂentical with = snecies with
which we hanpen to he familiazr. In sush teres the error was an
equzting of the huesn economy in general with its merket form (s
pistake which may have buén Facilitated by the basdic ambignity of
the tern 'economic' to-which we will return leter on). The fallacy
itaelf is patent. The physical asvect of man's needs is pert of

the human cendition; no sociesty can exist which does not possess
some kind of_subutaative econony. +he supply-demand-urice mechan-
iam, on the other husnd, which we populariy call the markst, is a
comparatively modern institutieon of specific gtracturs, which it

*

is neitlsr easy to establish rer to keep geing. To narrow down the
spheres of the genus economic specificzlly to narket pacnomena means
to elininute the greetsst part of man's history from the scene. On
tue other hapd, to stretch the concept of the market until it em=

braces all economic phenomens, means sriifieially to invest all

things economic with the pecuiiar characteristics which accompony




the phrenomenan oI the markas, Lnevitnbly, clarity or thousht ig
impsired,
I wain gig reclistie thipkers gpell eut the distinetion hao

Twann toe “Eenoay in genersl =ng ils market forms: time ang apEin

thi
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obliterated By the Eronomnistic Zajtoeist,
=

These Writers enphasized the substontive meaning of Beonomie, They

Jdentified ths eCconany with industry zs fpainst busineza; with

technoiogy as 2psinat Ceremoninliems wiip ReENs of producticn ss
E &

against titles 4p bropertys with sracuctive capital as against
Tinange: wiih cepital geads as agfinest canital-_iy short, with tha
SCOnOM o subetaﬁca as ;gainat its tarketing form ane termiﬂalcgy.
But circumatances were stfcn@er {izun 1Egié and UYEthﬂlminﬁlfDTCﬁﬂ
of ﬁiﬁtcry wWare ot worl to weld *hs disparatas Concents ﬁn#c QL.

The birth of the contept of the szcnomy Qith the French Flivsi-
Perets had heaep Simuitereous ywith the emsrgence of tia institution
of the market 85 & SLpply-demand-prige mechanisn. The pey Flienoma-.
o , never.witnessed before, was an interdenencderce of Tuctuztirg
trices which directly afferted rltitudes of men ., This nEEcent
world of prices wes the vesult orf 4 comvaratively recent zpread of
trade--an instiiution @uch older than, snd-fadependent of, mar.
Hets—into the articulsticns of everydey life,

Frices, nr Course, dxisted befors) but 4in ;gmﬂéy did they
constitute g Syatenm of their oun, Their sp@efﬁﬂwae,_in the natiupe
of things, rﬂstri¢féd Lo trade and figaﬁéé sinca bnly terchants
and bankers yseg money regulsrly, tﬁa much greater part o= tite ecomn.

omy heipg;vrural aps ractiosil tradelesge-z thin trickle of roods
b E_-.F ; ! ; &
i

Ty

-



in & vasi inork mass of neighborhood

Trus, urhen markets inew mopey =nd crices, but the rationale of

contralling the prices was to keen them stable. DNot their occa-

sicnal fluctuatior nut their prodominent ﬁvubilitg made them into
en increasingly ivportant faetor. in the delerminztion of profits
from trade, =ince theas darived fzom rrn:ilxalv stehle price Gif-

tisle befweer distant peints, net from anomalouws price fluc-—

L
m
-l-s
o
o
=

teztions in = local market.
3ut the mers infiltration of trede inte evcr}déy life nead

ot ir ditself have crested an cconomy in the new and distinctive
sense of the term, but for = number of furlier institutional dayvel-
opments. Tirst among these stoad the penet-ation of fureign trade
into markets, gredusily transforming tﬁﬁm from strictly controlled
local markels into price-maxing mesrkets with wore or Jams freely

:

Muctnatinzg prices. This was in ceuras of time fallowed by the
revolntionary innovation of markets with fluctuating prices for
the facters of zroduction, Zabor and land. This chenge wogs the
most redical of al% in its noturs =nd consequence. ¥Yet not before
it had pr&ceéded far some time did the different prices, which now
included wazes, food prices znd rept, show any noticeable interde-
panﬁencéﬂ thus producing the conditions which made men azcept the
prasence af a hitherto unfecngnized substentive reamlity. This nmef+
gent Field of existence, however, WiEB the s:anﬂmy. Ite diznovery ,
came to the Physiccrats as s illumination and oo cratituted them a
phiinah;mical sent. This was cns of the ewotional and intcellectual

experiences which formed cur modern world. Adam Smith learncd from




them of the ‘hiddsn Sand'.  But he did not follow Gussnay on the
rach To oysticism. Whils Ris ¥Frénch master haﬁ merely noticed the
fntgrde;yndnzce of sopme revermies =nd their general dependence on
corn prices, -the lesms feudal and more monstarized economy of Eng-

land allowed the greates nunil to in welade wages ant rent in the

groun of 'prices' sad thus, for the first tims, to penetrate to

the LnreLJCJd oI the vision of the wealth of nations &z an inte-
Eration of the varied manifestations of an underlying system of

markets., Adan Smith bercewe the founder of nolitical economy he-

 cause ke recognized, even though dimly, the tendency towards inter-

cepercerce of theses diffsrent kinds of prices in so Tar as they re-

sulted frem competitive markets.

Thiz spelling out of the econcuy iz terms of the market wes
oripgirally ncthing elss than the conmon-sence way qf relsting the
new concepts to lhe new facts. Yet it may be difficult Tor ue *o
understand why it took generations before it wan realized that

what Quesnay snd Smith hsd resily discovered was & field of chenom-

ena essentially dndependent of the merket institotion in whieh it

manifested itzelf a1 the tlrg- Tut :ezther Queshay ner Smith aimed

&t the establishmemt of the economy o5 a sphere of social existence

which transcends market, monmj or price--znd ir so far as they digd,
1

they failed in their aim. They resched not se such te the univer-

gality of the economy, but rather to the specificity of the market,

Indeed, the traditionsl writy of all human effairs wvhich still in-

fermed thelir thinking made them averse te the rotion of a separate

exonomic sphere in soeiety. But this did net prevent ther frem irn-




vesiing the esonamyr with the charscleristics of the marlket,  Adam

b

Smith introdiced buziness metrous into the haunts of primeval man,
eeting hiz famous propenzity Lo truck, bﬂrte;_gnd exchangs, even
the back yard of Paradize.  Quecnay's spproach ﬁo the economy wag
no le=zs catallactic. Sis was an econcmics of Lhe EEEEEEE.E&E* a
rost rezliziic guaniity in terms of ths lorailord's accountancy, but
A rere phantom in the process between man and nature oI which-the
econony Iz gn aspect. The alleped fsurpias’, the ereation of which
ke atiributed to the zoil and the foreces of noture, wos no more than
8 transferance to the Crder of Fature of the dizparity waish selling
price is expecizd to show apainst cost, Agricultﬁre noppensd to ac-
eupy the center of Lhe =cene because the revesuss of the feudal rul-
ng class were ai isgue. Morever alter the notion of surplus
haunied the writings ol classicel econpomists. The 'produit net' was
the perent of Marx's surplus velue end its derivatives. Thus was
the scanomy inmpregnsted with & notion Foréign to the total orocess
of whick jE Toras part. That procees knows not cost or profit; it
is rol & series of surplus  vroducing acsions; physiclogical and
yoholegical forces are not directed by the urge Lo mecure a sur-
plus cver themsslves. Heither the lilies of the field, nor the
birds in tﬂﬂ elr nor men in Lhe pastures, Tields or factories--
tending caitle, raising erops or releasing planes fram a conveyer
belt--produce & surplus over their own existence. Labor, like lei-

sure and rensse, 15 & phase in the salf-suflicient course of man

througlh 1ife. The conctruct of a surylus was merely the 1 cjection

of

o
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g majket p ern on & broad aspe of thet existence——-the economy.
he mejlket patt k d a of of thet i COng
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If from the eutset tme logiezlly fallacicus idertification of

‘economic phenomena' and 'market vheonomens' was understandanle, iater

d1

1t became simoot a practicsl requirément with the new society and its
way of 1life, which emerged from the throes cf_ghe ixﬁuatrial Eevolu-
tinna Ths.ﬂuxrly—jezﬁnd—price mechanism, the first asppearszce of
which hzd produced the provhetie concent of 'cconomic law', grew
swiftly into onz of the most powerful foroes evér to have entered the
human seene. YWithin o generation--ssy, 18?5 to 1845, Harriet Marti-
nesu's 'Thirty Years Poage'--%he priﬂenmaking_market wiich before
that existed only in aamp;cs in verious ports of irade znd stoock ex-
cheznges showed its staggering capacity ol vrganizing human beings
a5 11 they were mere chunks of roaw muterial and of combining than,
Ltogether with the surface of mather earth wnich now could be freely
merieted, into industriesl wnitz under the command of nrivate persons
ieinly engaged in uying and selling for profit. The commodity fic-
tinn, az applied to laber and land, tronsformed the rery substapse

of kuman séciety within tae briefest period, lere was Lhe identifi-
cation of economy ond market, in practice, Han‘; ultimate dependence
for the mezns of his survival or rature and his fellows was vut under
the contrcl ﬁf_that new-lfanpled Institutional cvesiion of superlative
rower inko which over night the market hed developed from Lowly be-

ginnings. Thie institutional gudget, which hed become the dominant

force in the econonmy, now justly described as a market economy, was
giving rige to yet ansther, s=ven more ecxtreme, developmenil, namely

that of 5 Fhele society enbedded in the mechanism of its own scon-

omy: =& -ﬂ"--?}ritif-_.':__ﬁtrfi'f_t&




From this wantage point it iz not difficuli te discern that

what we have here called the economistiz fallacy was an error mein-

Fa

Ly Irom tne theorsticsl zngie. To all practical purposes the scon-

oy 4id now comeist of merkela, and the marked did envelop socinty.

In this line of srgumert it should also be clear that the =ip-

ficonce of the economistic-outlock lay precisely in its capasity

ni

3

of giving birth to = unity of motivations and valuations which would
bring é out in practice whet it preconized we sn ideal, namely the
identity of market and so;inty. Sor only if a wa}-df life is or=-
panirzed dn all relevant aspects, including the pictu£ﬂ of inner marn
énd of the naturc of soclety--n philésophy of everyday life com-
prizing eriteria of common-gshse beksvior of reasonshle risks and

& workable morality--sre we cffered thati compendium of theoretical
and practicsl decirinsse which alcne ¢an produce & anéiety or, what
amounts to the same thing, transform & given soclety within the
lifetime of & generation or two. Yot that is what was achieved,
for bebtter or for worse, by ihe pioneers ol eponomism. This is
ke Less than to say thet the moarketing mind contained the seeds

of a whole culturs-—with 2311 its pogsibilities and limitations.

The picture of imner man snd socicty induced by life in a

kY

markel economy followed with necessity from the esssntial struc-
ture of a human community orzonizeéd through the market.

Thiz =structure ¥epr05¢nted # wiolent hreak with the condi-
tions that preceded it. hhﬂ; befors wsz merely a thin spread of
Igolated markets was now trensmuted inio & self-repulsting Byaten

of markets.
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The erucial step was that lshor and land were made into com=-
mpdities; taat ix, the; were treated as if they_had been produced
for ssle, Of courss, they were not aotually commnditics, since
they were sither not vreduced at ai; {as land}, or if 5o, not for
sale {ga labor).

Yot no more thareushly effectiva.ficﬂiog wES ever devized,
Ey buyine ana gelling labor and lana Treely, the mechanism of the
merkel was pade to anuly o them. There was now supply of labor,
and demand for it3 there was surtly of land, ard demsrd for At
Accordingly, there was a market price for the use of lzbor power,
cailed wages, and & markel rrice for the use of land, called rent.
Lebor and land we-e orovided with markats of their owh, similar
to the commeodities proper that were zroduged wiih their help. :

The true seove of such a step can be pauged if we remember
that laber is only another name for man, =nd land for nature., The
commedity fiction handed over the fale of pan snd nszture to the
blay ol an sutomaton rurming in its own grooves srd paverned hy
its wn lews.  Ihis instrument of mrterial welfsre was under the
sole centrol of the incentives of nunger énﬁ gein--or, more pre-
cisely, fesp of Eoing withoot the fecesnities of life, and_axpnc-
tation of profibs As Long as no Fropartyless persua could satisfy
his craving for fond without firgeg seliing his labor in the market,
E A aé lung as ne propertiod PETSON was prevented rron buying in
the cheapest market z=nd s¢lling in the dearesf, the Hlind mill
wold furn cut ever-incressing amounts of cemmodities for the bene-

it of the humanp race, Fear ol starystion with the woriker, lure of
a
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profit with the nmpiayer, would keey the vast estsblisbment running.

Such sn snferced utilitorion practice fatefully worped Weastern
man's onderstonding of himself =nd hizs cocioiy.

fs regards pan, we vere made to accept the view that his mo-
tivez can be desoribed a5 either 'materisl? or 'idesl’', and thet the
incentives on which sveryday lils 1= cregsrized necessarily spring
from the 'muterial' motives.

It iz easy to see that under such conditions the human warld
rist indesd avpesr sz determined by ‘material! motives, For, aingle
mut whatever motive vyou please, andé organize production in such =
manner as to make that motive the individual's incentive to praduce,
and you will have incuced & picture of man =s altogether absorbed by
that particular metive. _Let that motive be religious, js_:-r:nlth::'-.-z;al_T oT
zesthetie; let it be pride, projudice, love, or envy; and et will
appesr as essentizlly relipious, pﬂliti:al,-aesthetic, praﬁd, Tire-
judieed, engrossed in love or envy. Other motives, in contrast,
will appezr distant and shaduwy~~'ideal;n-since they cannct be re-
lied upon to operate in the vital business ﬁf prﬁd@ctiun. The par-
ticuler woiive selected will reyresent 'réal' man.

In actusl fact, human beinps will labor for & large variety

of ressoms as lonr s the human being forms part of a definite so-

Y

¢ial group. Monks traded for religious reasons, ancé monasteries

became the largest trading estublisbments in Furopes. The kula

trade of the Trovrisnd Islanders, one of the most intrieate barter
serrangements known to man, ie wainly an sesthetie pursuit, Faudal

eCOonomy WES Tun on cusiomary lines, With the Kwakiutl, the chief
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aim of indusiry seeas to be to saiisfy a point of honor. Under mex»-
cantile ﬂczpctiam; indusiry was ﬂffﬁn slanned sa as to zeTve power
and glory. Secerdingly, we tend to think of monks or villains,
vWestern Melanssisns, the Awakiutl, or 17th cbntury ﬁtatesﬁen as rulsd
by religion, sesthetics, custom, haror, or power-politics, respec-
tively. Nineteenth-century society was organized in such & fashion
a5 to meke hunger anc gain ﬁlszc.inlo effective molives lor the in-
dividual to perticipute in ecoromic life. The resulting picture of
men sz ruled by maierislistic drcentives alone was entirely zrhi-
trery.

As regards sociely, the kirdred doctrine was propounded that

nstitutions were ‘'detsrmined' by the cconomic system. The mar—

o]
i

it
ket mechanism therehy croated the delusion of econonmie determiniem
as A genera® Ifaw for ail human society.

Under a markel economy, of ccurse, this leow holds pood. In-
deed, the working of the economic system here not only 'influences!
the rest of socieiy, but determines it--ss o & triangle the sides
not merely influence, but determine, the arnples.

Take the stratification of classes. Supply and demand in
ployers, regoectively, The socisl classes of cepitelists, lendowner,
tenﬂnta: broksrs, merchants, professionzle, znd 50 on, were delimited
by the respective marzeis for land, money, and cepitsl and their
uszes, or for verious services. The inaﬂme af these socizl elusses
was Tiwed By the market, their rank and position by their income.

While zocial classes were dirscily determined, other institu-
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tions were indirectly affected by the market mechanism. State and

pavernment, merrisges and the rearine of children, Fhe organization
of science and educaticn, or religion end the aris, the choice of
profezsion, thie forme of hubitztion, the shepeof settliements, the
very zesthetics of private lifew-everything hed to comply with the
‘utilitarian mattern,; or st least not interfere with the working of
the marxet mechaniem. Jut 5incé very faw human: activities can be
carried on in the void, even a saint needing his pillar, the indi-
rect effecte of the market system coms very resr to determining
the whole of seciety. It was almost dmpossiblie to avoid the erron-
pous conclusion ibal, as 'ecopomic' man was 'rezl' man, o the econ-
amic 5fstem was 'really! secleiy. :
in the face of it the economistic keltarschaumung may have
geemed to contain in its twin rostulates of rationslism and atomisn
211 that was needad to lay the foundations of a market zociety.
The operative term was reticnslicm. For what else would such a
zociety be then a&n agplomeration of human atonms hekaving according
to the rules of a definile king of rationality? Fational action as
such is the relating of ends to neans; ec?ncmiu retionulity, spseif-
ically, assumes means to be scarce.s But humsn society invelves more
then that. What should the ends of ran be, and hﬂw.shﬂuld ke choose
"
his mesnz? - Zcopomic rationslism, in the strict sense, hes no answer.
Here motivabions and wveluations of o roral znd practicel order are
needed, which zo heyond the ;Ggically irresistible tut otherwise Emp-

Tty exhortation to be ‘economical'. And so hocllowress wes camouflaged

by =mbigucus philoscohice]l colloguialism, To maintzin the unity of




the fagade two [furihsr peaniongs of rational were Groagat in. As to
the end=, a utilitarian vslue gsesle was pnstulated_aﬁ ‘rational';

25 to the mesns, the testing scale for efficacy applisd by science
was postulated az frational'., The first mode retionality tas antithe-
sls of the oecothetie, tue ethical or the philescpaizal-=-the second qf
magic, superatition or plain ignorance. Ia the onz sense it is '‘ra-
tional' to prefer bread and butter to heroic ideals. In fhé other
sense it appears 'retional' for 4 =ick pan to consult his doctor in
preferepce to a erysta®l ball gazer. Seither.meaﬂing of rationsd is
relevant to the princinle of rmaticnaliasm, though BET Sg nne may b
nore velid than the other. While sterc utilitarisndissm w;th its
peeuds-philesephic balance of sadn and pleasurs, has lost dits seay
over the minds of the educated, fhe asciontific velus scale remains
suprems within its 1imité. Thius utilitﬁrianism, atill the opiate

of Lthe compercialized IESEEE hzs basn dethroned zs an ethics, while
seientific method justly holds its own. Mavertheless, as long es
trationalt ie used not @5 & feshionable ferm of praise but in the
gtrict genze of vpertaining to. reason, the veliﬁaticﬁ of the scientif-
ig test of means ==z 'rationu{'-is noe less 5Pbitfary tnan is the at-
tempied justification as "rational'of vtilitarian ends. _To SUn 1P
he ‘ecqpumic* varisnt of ratiﬁnﬂliam introduces the scercity =le-
ment into all mesns-snds relations; morcover it posits s 'retional!
in rogard to the ends and Lhe peans themselves two different walue
scales which nappen $o be peculiariy adanted to marketl silusbions,
bzt ptherwiae nAaveE 0o univcfsal claim to be cslled 'rationsal'.  In

this way The choice of enda znd the choice of means is olaimed to

HE




be put under ke supreme authority of rationality, Econowmis vation-

alism seems to achicve both the syatematic limitaticn &f resson to

sCercity situations and its systeralic extension to all huran ende

end maans, thu" validating an economistic o cultore with ail the £
REArHnces ol an irresisbibis Topic.

The social philozevhy evalved an such foundations was as
raGicel &5 it owas fantastic. To atemize society and So muke avery
individnal stem behave according te the principles of sconomic »a.
tionalism, wonld, in = senan, suffice to organize the whoie of human
existence in =11 its depth and we=lth in tre frame of reference of
the msrket. BPut this, of tourse, would net rezlly co, JIndividusls

story. Personolity thrives
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on exporience and educstion: action implies passion and risk; life
demands from us faith ana belicfs: history is strugele and defeat,
vichory anﬁ e ae*rt:ﬂn Te bridge the a0y ecokomic raticnalsiszm
introduced hermony and coaflict os the nedi of the individuszl's
relations. The confiiets ond allisnces of &guch sel feintarestead
atoms, which formed nations snd classes, now accounted for sccial
and univereal histery.

No gingle author ever kFropounded the complete doctrine.
Bentham Sti11 believed in gtvermiont ard was unsure of economica;
Srencer snathermized state ond government, but krew only little of
econonicsy and Hines, an economizt, lacked the encyclopedic krowi-
edge of the other tws, Yet between them they crested a nmyth whieh
was the ﬁaydf&am ef tae cduas sated multitude during the Hundred Years!

Fesce, vom 1815 to World War I, =nd even aefter, up to Hitler's war.

|
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Intellectunlly, it roprescnted the triumph of economic rationalism
and, inevitably, an eclivse of politlicel trhought.
The economic rationslism of the 19th century was the direct

-

deszcendant of the political raticrslism of the i&th. 1t waa es un-
realistic as its predsceszor, it not more 2o. A5 to the facts of
history =nd the pature of politiesl idrstituticns, they were equally
ibreign in both brands of rutdonalism. The political utopians had
ignored the ccenomy, while. the utopiars of the market took no note
of ﬁclitics. Qn balance,’ il the thinkers of the Inlighienment were
notariously unheedful of some of the econcmie facts, thedir 19ih-ven- .
tury successors were totslly blind to the ethere of =tate, nationm,
gnd power, te the point of doubting their existence.

fuch economic solicsism, as it may well ke cz=lled, was indeed
Hﬁ butstanding feasture of market mentaility. Egcromic zction it was
deemed, wasz 'natural' to men and was therefore self-explanatery.
Man would barter unless they were prohibited te de sc, end markets
would thus gome into being, unless somsthing was dore to prevent it,
Tradé would begin {0 [iow, aé if ainduced by the forces ol pravita-
tion, and would create poole of goods, orgamized in markets, wnless
gnvernﬁents conspired to stop the flow and drain the posl. Money
vt d :rEl‘l:e its appearznce as barter quickened, and all things would
o drawn into the whirl of exchangés, unless soms archaic norslists
ralzed an outory againgt lucre, or unenlightened tyrsnts depreciated
the carrency.

Thi% eelipse of politicel thinking was the intellectusl de-

ficlency of the zge. It oripinated in ihe economic spherce; yat
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eventuslly it destroyszd any chjective approach to the eccnomy itself,
ln &3 fwr oag the cconomy poszessad an institutional background other

than a mﬂ:.ﬁl =demandeprice mechanism. Zeonomists fel so safe within
the conlines of gach a purely theoretinal market aystem, shat they
anlr ,;“A*Lur-y conceded to oiates end nations more than a nuissnce
value. An Eng-i;h political writer of the 19102 was deemed to have
clinched $he case againust the necessity of wars, by oroving that as
a husiness proposition war didn't pays ahd Geneva, tha home of the
Loagle af dations, tu'iﬂshlaaz hour remainad blind tﬁ the peliticel
facts which made the Gold Stsndare an anschronism.  The discounting
O poritics had soread from Cobden's sand Bripght's free trading i1-
Snencer's F,tiiﬂpal zrciology of 'industrial vs. L.
militery zystems', By the 1930s almost nothing wes left among the
cducated of the wolitical euliure of a Devid Aume or Adam Smith.

The eclipse of politics hed the most confusing effect on the
moral sspect of the philesoyhy ef history. Economics stenped inzo
the wecuur. A hyper-critical mttitude towsrds the roral vindica-
tion of political setiens set in, This resulted in the mest redical
discounting of all but ecoremic forges in the Field of historiogrephy.
The merketing psycholegy which regazds only ‘material' motives as

E z

real, while relegzting "ddeal! motives to the limbo of ineffectuality,

was extsnded not only to nuq—narklt societies but to all psst history

sa well. Most of esrly history now appesred as a jumble of siogans

zbout justice and law bandied shout by pharzchts and god-kings for the

sole purpsse of misleading their heipless sublects who were crawlin

undar the knant. The whole stiitude wan self-contradictery. Why cajole




2 populaztion of hond-slswves? And if cajoling there must be, cculd

1t e done throuph promises

ich meant nothing to the cajoleds
Aut if the pranises neant roaething, justice znd low nust have been
mare than mere words, That & populstion of actuaJ.bDndnalavns need’
rot be cafoled and that ustice and Crecdom wiust heve bheen recog-
. i

nized ug valid ideals hy ailupefare they ecculd oe enploved z= B bait
oy the fe=w, escapsd the cri:igél Tperatus ol a hyper-critical sub-
lic. Under ihe gway of modern mass-democrsey slogans had becopms a
veliticel orgsnizing force which they could never have been in an-
clent Fepypt or Babylom. On the other hand, justice and law which
were enbodied in the institutinnal structure of former societies
had worn thin undsr the mafket orgunization of society. & man's
property; his revenie and income; the Irice of his wares were now
'Just® only if they were Iormed in the market; and as to law, ne
otarer law really muttered thzn that which referred to Froperty smnd
contract, The variad yrapertﬁ institutions of the rust and the sub-
stantive laws walsh sade up the cmnstitu£ion of the ideel polis had
now no substance to work upon.

bronopic solipsism generated that unﬁuﬁstantial concept of
Justice, law and freedom in tie nzme of diica medern histordopraphy
refused 211 credence to the numberless Erxts in waish the establish-
ment of righteuuﬁnesﬁ+ inziatence on the law, the maintenance of a
centrzl economy withoﬁt btureaucratic oppression was declared to be
the ain ol the incient Stete.

he true ecndition of affaire i 2o different fram that which

iz congenial to rarked mertality that it is not quite easy to convey

|
|
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it in simple words. Afctuaily, dustice, law snd freedom azs institu-'
tionalized valuss first make theoir appearance in the economic sphere
as a result of state action. Under tribal-gonditicns solidzrity is
gsefepuarded by casbton znd tradition: ecoromic life iz smbedded dn the
soclal and political organization of socisty; no sconomisc transse-

e place, =2mid random 2cts of barier sre-discouraped as o
peril  to tribal solidfarity. When territorial rule ;emerges., the god-
king suprliss that centor of commnal life ¢f which the loosening of
the ¢lan threatens 4o deprive ths group. it the snnﬁ time an enormous
econcemic advance becomes tossiole anc s actually made with the help
0l the state: Feopamic transacllons, formerly banned ag gainfol and
antli-social are made painless znd as@nce just snd lawful through the
action of the god-kinm who iz the fount of justice. This justice is
lnstitutionalized in eguivalencies proclaimsd in statutes and prac-
ticed in tens of thoussnds of casea by the orpans of palace and
tewple in hzndiing the taxstional znd the redistributive spparatus

of the territorial stste, The rule of lew is institutisnalized in
economic life through administrative provislons which regulazte the
behavior qf puild m?mbwrs in their frade dealingsz, Freedom comes

te them through low; there 1s no master whom thay must obey and =s
long as';hey keep their cath to ﬁhé podaead and tisir lovalty to the
guild. they are free to act according to their businsge interests,
‘reswonsidle to no superior. #nd esch of these steps towards man's
introduction inte & realm of justice, lew end freadom originally
resulted from the orgznizing sction of the state in the ezonomis

field. -- Sut such recognitions of the early role of the state were




barrsd by economic solinsism. Thus did the mentality of the market
nold sway., The absorption of the econony by marketirg concevts was

G0 complats that none of the social disciplines could escape the pfa-

fects. Tnwittingly, they were turned into strongholds of econcmistie

modes of theuzht.
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Chaﬁter c

The Zocncmy Enbedded in Society

Tt was charzcteristiic of the eceromie system of the nineteenth
century that il was instituiionziiy reyarates =rd distinct from the

rest of society. In a markei-sconomy the produciien and distribu-
tion of naterial gnods is carried on through = gelf-regulating sys-
tem af markets, gnvernaﬁ by laws of its own, the so-called luws gf
@ipply and demsnd, motivated din the last resort by iwo sjmﬁle in-
céntivea, Fear of aunger and hope of guin. This irstitutions! ar-
rangenent 15 thus scparete from the non-esonomie institutions of
zoclefy: iis kinshin orpanization, ita potitizal and ite relipious
system. ok the blond tie, legal romvulzion religicus oblisation,
fealty or napie crested the zociologicslly defined situations
which insured the partieipation of indivicdusnla in the system, bui
rather institutions like vrivate propercty  in the means of produs—
tier end the wage syatem operuting on purely economie incentives,
With this étnte of affoirs we are, of courze, Tairly conver-
snt--livelihocd s secured primarily by economiec fnztitutiens .

astivaisd through eccnomic motives and governed by economic laws.



Institutions, meiives and laws are {-:p:eci‘_'ius_."..':.y BECHOMAT, The
winle system can be imspined as workine without the conscicus
iﬁterfention of humen authority, state or government. Ko other
motives thenm these of preservatisn fron hungér snd of ],I!_'!F-;]:_timﬂ.‘tﬂ-
gain need be involed; no other legal requiremsnt than protection
of nroverty snd senforcsment of controct is necessary; yot, given
-

the distrivution of resources and purchasing power, as well as
the individial seales of preferences, the resalt is assumed to
ke on eptimum of want satizfaction., This iz the case of 'separ-
ateness! eztzolisked in the nineteanth century. Now let us pro-
teed to the less familizr alternative of 'erbeddedness'. Here we
meet with & rumber of guestisns that need clarification.

we will gpive a briel history of the preblem firsi, in teras

of status and contractus, thenm in the more recent terms of cultur-

al anthronclory.

Status and contreetus

Vie sheuld stert with the discovery made by Sir llenry Sumner
Maine in his Anciert Law (4261} that many institutions of modern
society were built on contract, whereas ancient society rested on
ctatus.  Stmtus whick is5 set by birth--by position in the JTamily-—-
doetermines the réghtﬁ end duties of the perscn, These derive from
kinsghigp (or adopiicn), totem and other scurces. This statns system
persists under Jeudalism and, with some gualifications, right up
to the apge of Equﬁl citizenship as established in the nineteenth

century. It was gradus?ly replaced by contrsactus, i.e. by rights
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arc cities fixed throsugh consensual transzctions, or contracts.
The facts themsslves were Tirst noted by Faine is 2ig investiga-
tion of koman law, crd develoyped in his work on village communi-
ties ip Ezet Indiz, {c whose non-market ﬁcﬂnémiescﬁarx alzg
pointed. (ed's fn.) .

Maine's influence on the contirert was sustained by Ferdirpand

Toennies, a Cerman zociologist, whoze cenception wes epitomized in

sellschalt}, 188E. ihe terminolopy msy stresr at firet cenfusing,

but bagically it is not. Commnity corresponded to 'ststus society?

soclety Lo 'coatract-society'. .
Hzine, Toernies and Mary exsrted a deep influence on Conti-
nental sociology by way of Max Wehar, whno censistently used the

terms Gemeinachaft and Gesallschaft in the Toenniesian oense, Ge-

Belischa®™ for contract-tyne socisty, Remeinschaft for statos-type

society.

The emotional connctation of status or community, on the ope
hand, and antructus or saciety on the other, wefe very differant
betwoen Yaine and Teennies. Maine thought of the ore-contractus
condition of mankind as Llhe dark ages of sribelism; the introduc-
ticn of thecontract, he felt, emareipated *he individuzl from .
bondage te the tribe. Toennies' sympathies, an the conirary, were
rather with the warmth of the community ss against the impersonal
hsiness ties of society. 'Cnmﬁunity‘ wis ldealined by him as a

condition whers human baings ore linked together by the Lissue of

common experience, while 'cociety' was never far removed from the

8t e
.. A s
¥ h.i.#_."dg"\.‘i ¥

i 5 5 L
el
o [reasts
gt"r;;ﬂ’
g Covpoea™

L il

: 3.

fHeke. Su Sesthtice

A

--j,.-x:.,acae.iiﬁ-mvi




_11.'1..

imgersonslity of the market and of the feash naxus', =s Thomas Car-
lyle dubbed the relntisvchip of sersons connected oerly by market
tiss,

Toennies" idesl was the restorztion of commurity, rot Lhowever

by returnings o the wre-industrial stspe of sccicty, but by ad-
vanging to & higher form of community, which would follow upoin our
vresent civilization., He thought of it a=z = kiﬁd cf co=oporative
phase of civilization, which would retain the adventspes of tech-
nalaﬁical propress snd individual freedom, while rﬂsfnrizg the
vhaslensss of life. His position resembled to 5c§e-exte:t thaet of
Hobert Gwen, or among. modern tHinkers'thEt of Lewis Yumford. In
 Walt Whitman'zs 'Democratic Vistas! (1871) one may discover pro-
chetic anélogiﬁﬂ to thislautlook4

"Maine's and Toennjes' insights into the evcluticn of humﬁn

:

civilizultion hawve been brozdly accepted by many scholers as 3 keg
to the history oi modern society. stevér, for a long time no ac-
vante was mace on the trails they blazed. Haine had dealt with
the subject ss one of the history of law, including its comomunsl
forms as surviving in the ancisnt villéges of India. Toennies ve-
constructed the outlines of ancien#.and medieval eivilization with
the help of ths ‘ccﬁmunity-suciety{'djchntamy* Keither of them at-
temoted Lo appiy the distinction to the actusl history of econcomic

inztifutions such gz trade, mopey znd porlets.

The contribution of Anthropology

The first imporisnt signs of

theoretical develapment slorng

these lines sre found in the discoveries made in the contipuoua




field of anthropolegy by TFranz Hoas, Broniszlaw Malinowski and

m

Zichard Thurpwald, Their inzirhis invlied a C“lthuﬂ of the =0~

galled 'economic paa' of ancerstry and led to the estab-

il

lishment of the disciniine of Frimitivre Economigs 23 = sranch of

cultural athvﬁralmgy.

By a fresk of hissery, during World Wer I, &2 trained anthro-
pologpist was msrooned in his own 'field’. Aronislaw Malinowskl was
an fusirian sabjeci and thus techuicedly an eneﬁy alien smong the
savages ofS the southyestern Tin of Hew Suinsa. Fpr two years the
British authorities 2id not give him permicsion to leave and Mali-
rowski returned from the Trobriand lslands with the material for:

"The primitive evconomies of the Trobriand Islanders! (1621), Tas

W

Arponsuts of the Western Pagific {19773, Crime

e

rnd Justom in Savare

ez (1225%) and Coral Gardens

Socigty 11926), The Semal Iife of Sava

and their lagic “ﬁﬁ,}, de died in the Urited States in 1942. But

slready his warks are affecting the study not of anthropology =lone,

but also the viewooints and methods of economic history. Hichard

Thurnwald, ef 3erlin, vary nearly 20 years Dt age, whosae Tield was L Wty

R

Hew Uninsa, had pablished ais account of the Pansro in 1916 in the

Apericsn Anthropologizi., Fis influence was felt in the Angio—

Saxon world chizfiy through its impect upon Malinowski. (Thurnwald
bt
aim=el " th D‘bﬂ wra

ised as =n anthrapolopist had been & pupil of
Yax Weoer's.)

Malinowski's sccount left the reader with the conviciicn
that members of pre-iiterate commmunities behaved on the whele un-

darstandsbly to us. The explsnation of their seemingly exotic be-

f



haviar hireed on institutiong whish stimuluted mativey different
STOR Those e UEislly aet ﬁpon while in gthar wWays not fareign to
Bex  Ir Tegard te 5ubsistenne1 thers wag & Wide~spread ractice
of reciprﬂcify. ies,, members of = HPOLY 23 apch hehaves toward

mombare o7 anobh=p BEOUE &g tha members of thot Ir 5 thirg Eroup

WEre

v
Lo

*cted to behava in turn toward thepm, Hales of g villaga
Eub-clzn, fop inatance, FrOvided fFeqp Bister 'y fusbond ang their
calldran ity garden prodyce thoush the Eiﬁtér wWouild he usually
dweiiirg in or neap Her husbardrg villape, ot auite 5 distanca from
her brother's hnhitatiGHL—an Arrangement whieh fesulted ip 4 grest
denl pf unesonomiony Eiking on the part of the Giligent brother,

or SHRERe AP o orotier hartened 4 (=L marrisd, é Bimilar B2rvices
kauld Le renderea te his Tamily by hia wife 'z Brothere, Apart from
this substantia)y contribution g tha matfilineal Telativag: hetize-
hold, & systam of reciprose] gifts ang Countergifis was ERlerated,
Eﬂcﬁnmic solf-interest Wiz only indirectly Elpenled to, tha contra] .
ling motive being hEn-economic, 5ucﬁ &5 pride ip Bubide Fecopnitign
of ecivip virtues sg 4 brother op gardenap_ 'The|ﬁechﬁnismaf rofinroc-
ity was affective 14 Pegard te the ccmparatively'aimple metter of-
fﬂad Slpplies, Actounted nlgp for the highly conplex institution af
the Wula', ap dealietio Variont of internationaj Irade. Kuig treng.
BGLIONS hetwesn inhzbitants or the Srchipelerg Covered a number or
Fears, E@éens of miles.uf Buzafe seas, apg Lhousandg or indiviﬁual
objects exchanged np Eifts hetysan individyal Dertners living wpn
distant iélanﬂs. The whole institutiog WAL such ag to mﬁnimize

rivalry apg “anflict, ang MaXIMize the Joy of Eiving ang raceiving
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ﬁone % these facts recorded by Malinowski wias ESEEﬂtiﬂllf
new. Similar cnea had been chserved tims and Egain, in octher anots,.
Althonch cc::}autinm in tone and coloring wiﬁh the Patlatéh of the
Finkintl Tudiens, the Hula was not mors peculinr than that hy»er-
deétru::ian, Siseoverad and exhoustive—
¥ descrited by the great Amorican unthropulagi%t,Franz Zonss in

The Basisl Oepa=ization af the Secret Soaieties of the Kwuaklutd

T

YPotlatch' (1592 .

Yet, Malinowski's brilliant attsck on the concent of the
'ecenenic man! unconacisusly underlying the traditional smproach of
ethnozrapasrs 2nd anthropologists, crested, in primitive economics,
a new brenczh of social anthrﬂpﬁlﬁgj.ﬂf the gfeatEEt intercsat fto ths.
ncnﬁnmic nistorian.

Tne mystical ‘individualistic.sauage' was now dead and buried,
ar was his antipode, the 'communistic ssvage'. It appearsd that
not 5o much the mind ss the institution of the savepe differed
{from our own. ZZven the.widesgread comrunsl ewnership turred out
under tne aﬁthrmpulogiﬁt'a ricroscoope te be different from thsat it
was supposzd to be.  True, land kelonged te the tribe or sib, but
fhere was aico found to exist & retwork of individual rights which
deprived the term 'communzl preperty' of most of its content. Mar-
garet Mead hus dascribed this as the man 'belonging' to the viece
of 1ahd, rather than the laﬁﬁ tn.the man. DBehsvier is net so much
ruled by righte of dispossl vested in individu5151 am by commiinents

of individuals %o cultivate s definite plot of lancd. To spesk
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gither of indiwviduail or cocmnunal property in lznd, where the very

notion of properiy is inappiicable, appesrs therefore raxdly as

meanirpful, With the Trobrianders themselves, distribotions han- uvh”&
© = AT
; : g#J;
penad. larpaly through gifts snd counterpifts, F pahat
a3
A4z & general conclusion it cop he statsd that the procuction F?pf“'
and distribution of material goods was embsdded in socisl reletions

of a nop-economic kind. MNo institutionzily separate eccnomic sys-

ten=-no networtc of cconomic institutionse-=could be said to exist.
Keitier labor, por the disposal of chjects, nor their distributicn
wag carried on for economic motives, i.e., for tke sake of pain or
paynent, or for fear of otherwise soing hurgry 25 2n dindivicusl.
It by ecoaomic systerm we should mean the aggrepste of behavieor
Eraifs anspired by the dndividusl wotives of hunger =nd gain, there
was ne economic system in existence at all. If, however, &5 we

:
sheuld, we mean by that term the: bshavior traits relatdng to the
ppoduction and distribution of materizl goods—-the only meaning
relzvant Lo economic history--then we find that, while thears was,
of courss, 2n economic system in heing, 3t wes not dnstitution=slly
diétinﬁt ard neparate. In effect, it was ‘simply & by-prodact of
the working .2f other nohi-economic institutions.

Fach % state of affaira mignt be more essily underctooad if
we concontrate on the role of basic social orgsnisation in chan=-
neling individusl motives. In studying the kinship syates of the |
Jenara of dew Guine#, Hichard Thurpwald found a compliceted system

ol exchangrs marciaspe, N

o

less than four different ccurles hadé to

De united in marrispge at one snd the same occasign--each partner




standing in a2 definite relationshin %o some othes nerzon of -the re-
ciprecating group. o order Tor such a system to work, grouping
haé to be alreadv in existense splitting the sib artifieially into

gub-sibs. To this -surpese, the goblin-hall kch mer's house) was

Aebituslly divided; those syustting on the right {Jnf) gnd thos

senaiting on the lefy {Ten) forped sub-sections for the parpose of
the exchenge marriage aystem. hurnwaldé wrota:
m

he gymmetry in the arrange
iz the ecxpreossion Ox thae ©
the princivle of giving 'l

tion or reguittal., This seems to bHe tae r_uulb
cof what is wneychelogically xnown as 'adequate re-
action,' which is deeply rooted in msn. In fsct,
this princisle pervades the tainking of primitive
peoples and oftes finda its sxpression in nocial
organizatios. (19131 p. ]

This remark wea taden up by Malincwski in Crime znd Custom

in Sgware Bocieby. Ha supgestsd that symmetriceal subdivisicns in

society, such as Thurnwald nsd found in Goblin-Iizll, would be dis-
covered Lo exist everywhere as the hasis of reciprocity emong
savage peooples. HReciprocity, =8 a form of integration, and sym-

metrical orzanization weat together. This may be the true explans-

ting of the Famous duslity in socidl erpsmization. Indeed, we ma
B e ) it ¥

szl in rehar" Lo pre-11Lera te society~=-ignorant of bookkeeping--

now coulﬁ reciprocity be praciiced here o¥er long stretches of time
by large murbers of peoples in the ﬁﬂst varied positions unless
socinl organization met the need nalf-way by rroviding ready-mace,
syxnetrical groups, members of which could hehave towards one another
zimilerly? The suggestion carried important implicaticns for the

study of social ofganiaatinn. It expleinc, zmeng other things, the
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rcle of the intricate kirship relstions often found in savage sccie-
ties, winich arc haere the bearers of socisl orgenization.
Since there iz nc sepsrzte economic organization in heding, but

instez he economic =ysien is epbedded in socizl reluticas, Lhere
incte=zd the economi yeten 1 poeddoed %

£

take care of such asvecis cf ecoromic 1ife ar the division of labor,

disposal of land, orpanizaticn of work, inherithnce, and so0 on. Kin-

C

ship relstions fend o be complicsted sicce tley have to provide the
ground-work of a sccial organizsiicn which substitutes for a separate
economic organization. {Incidentally, Thurcwald remarked that kin-
ship relslicons kend to heﬁuwe zimple 25 SOOYn &5 separatq,pnliticﬁl~
cconomic organizetions develop: s2ince 'there ds', =5 k2 sz2id, 'no
need for complicated kinship relations any more.') (£r.)

We have an institutionally separate ecorcmic system in our so-
wiety, and an importsnt integrating concent in thet ;cunnmy da tEat
of an sgercgate of interchaneeablc economic units. lence the cuanti-
tative aspect of economic life. If we possess ten dollers we do not,
as a rule, think of them as ten individual dollars with a seperate
nams aitached Lo exch, but rather zs unite which can be substituted
one .for another. Without such 2 cusntitative cercept the notion of
B0 eCOnQiy is hardly meaningful.

I£ iz importont te recognize that such guantitstive corcepts
rre generally not applicable o primitive society. The Trebrisnd
economy, for example, is organiged on 2 eoniinucus give-aond-take
hagis; yob there ﬁn e possibility of setting up a belsnce, or using

thies conceht of a fund.  The smultifsarious 'transactiens' carnot be
|
;




grouped from the economic point of view, d.e., the manner in which
they affect materisl want oatisfaction. Although the cconomic sig-
nificance of the 'transsctiocns' may be great, there is no way of
assensing their imporisnce quantitativelw.

To hewve shown thisz coneluzively is another of The theoreticst
achisvenents of Malinewski., Firzst, he ilisted the econonicslly sig-
nificant different Kinds of giwve and.takn, from free pifis (28 we
would describe them) at the one extrome, to plain commercisl barter
(;gain, a5 we would describe it} at the other. Secondly, he grouped
the socioisgicelly defined relationshins in which 211 of the ﬁiffer-
ent giva-and-take relationskips cccur. He then related all of the
dgifferent tyopes of pifts, peyments, and transsctions to 1hﬂﬁﬁ rela-
fi f]?‘l.Ehi Fda

The catsgory of *‘free gifts' Malinowski found to be altogethef
excenticnal or, rather,-anﬁmalﬂus. Charity is neither nccessary nor
im i; encourszed, snd the notion of gift is invariably aﬁsociated
with that of counterpift. OConmenuently, sven obvicusly '"free' gifis
are usually constrused zs being vountergifts for =ome service ren-
dered by the recipient. Most inportant, he.fnund that "the natives '
wonld undoubtedly not think of free’gifts »s forming one class, as
heir_;;_:; all of the =asne naturs,” [f‘]'E-EE: 1787 clearly, such an atti-

! % 2
tude would mzke it impessible for an individual to form the notion
of sugh pifts comprising an sconodic sphere of nectivity in the cenoe
of maintaining or increaéing a fund.

In the greup of fransactions where the gift must be returned

in equivalent form, Malinows4l was net with & surprising fact. Ob-

{.

e T




{’_ﬁ

-La-

viously, this is tas group which according to cur notions comes
nearegt o the sreohange of equivalents, and should be pfactically
indiastinguishenle from trade, Far from it! Quite often the same
ohject is exchonzed back anc forth bﬂtweeﬂ the paritrers, thuos de=-
priving the trznsactbiopns of any corceivable econcaic sense or mean-

ing. But thiz simpls device, ecguivilence, far from representing &

aten in the direction of econoric retionaiity, becomss a safeguarad
against the iatruzjicon of wtilitarian elementz into the transaction,

actually the parposs of the exchénge iz to draw relationships
eloeer and to strenzthen ;he tiez between the versons. This pur-
rose would caviously not be served by anything even apprﬁximating
higgling and maggling over food between blood-relatives.

Acturl bDarter and trade smong the Trobrianders is distinct
from any other type of gift giving. Whereas in the ceremonial ex-
change of fish and yans 2 mutusl sense of equivalence prevails be-
tween the two sides, in barter of fish for yams there iz hippling
and hﬁggling, Such barter of uzeful articlers is charzocterized by
the ahsénce of cereancnisl forms and spocisl exnﬁangm rartnera. Ip
regard to manafaciured goods barter is restricted o new objects,
thas exuluding secznd=hznd ones, which may have a personsl] wvalue,

Iﬁfgeneral,'in all the forms of exchange exc&pting barter., the
arounts and <ind=s of things given snd faken in return are specific-
glly related to the type of sociciogical relaticnship jnvclvéd;
whe ther taat of femily, clan, zub-cian, villags community, districk,
or tribﬁ.i Lzzn in distinet and separate both in terminclogy and

native thr1ght. Iinder such ecnditions, the sgeregative concepts of

|
%
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fund or baiance,

)

T loss and gain, were ohvionsly iraprlicable.

The result of ali these characteristio:

af

of primitive socl-

rties iz the immossibvility of orgenising the economy, even in

thought, zs distinct from ths social pelatloms in which its elements
are emuedded. Zowsver, thers in po need for it either, since the
z 2 :

social relationshine. as intserated in the non-sconomic institutions

of mociety, automaticzlly take care of the esonomic system.
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Chapter 3

o

ne ftwo heanings of economic

F

Th= sirple recognition from which all asttempts =t cimrifi-
catinn ﬂf.the place of the Ennnamy in moeiety rust estsart is the
fmet tast the term 'economic! as commenly used to descerite a type
of hamon sctivity is a compound of two mesnings. These nove sep-
arats and distinet reets, indercndent of one anotner. There is
no difficulty in identiflying them, even thﬂugﬁ g number cof brozdly
synonynous words are avaliiable for eech. The one meaning,.the
formal, springs from the logical charecter of the means-encs rela-
tionship &5 in 'economizing' or 'esconomical'y this meaning is the
fount of the searsity definition of economic., The ether, the sub-

stantive meaning, points to the slémental fzct that humsr beings,

similarly in this repard to all living things, can not exast for

any lenéth of Lime without = physical envirerment to sustain them;

thiz iz the origin of the subistantive defirition of economic. The

two meanings, the formal ard the substantive, heve nothing in dommon.
The current conceut of ecopends is, then, a coﬁpﬂund of ftwo

meanings. While hardly anyone would zericusly deny this fact, its
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wiys apart from economics)

implicetiong for the sociol soiznces

wre rarely touched upon, - Whenever socisicgy, anthropolegy, or

history deals wit:x matiers pertsining to humen livelihood, the teri

Iy

econonic! is takan for granted. 1t ie emvloyed lossely, relying

the ope forpal, the other substantive.

e substuantive meaning derives, in brief, from man's paienl
dependanas for his livelihood upon moture and his fellows. In =
vary real sence ke survives by virtue of an instituted processz of
intsraction between hipgelf snd his astural surroundings. That
procass ig the =conomy; 2s its result he finds himself surplied with
the means of materizl went setisfaction. This phrose should not be
tacen to signify thal the wants to be sstisiied ars exciusively éedilv
neetis, soch ag food and shalter, however essential these hé:fcr his
survival., That would be akbsurdly to restrict the realm of the econ-
omy. 4ne mesns, not the wants, are material. - Whether the useful
objects are recuirec o avert ntarvaﬁimn'ﬁﬁ;?ather are needed for.
educational 4 militéry or religious purposes, is.irrelevant from
this nngie; as long as the wants depend fer their fulfillment on
materisl objects, the refercnce is eﬂencmic. 'Beooncomic! here ce-

notes nothing else than 'bearing reflerence to the process of materi-

a1 wont satisfaetion’', To study humsn livelinood is to study the -

economy ik this substantive serze ol the term. That is the mesning

in which 'economic'! is used throughout in this boak.

The formsl mesning hag an entirzly different origin. Deriving




Irom thw meana+ends reliationsnip, it is 8 uvriverssl, the referents
of which are not restricted to any cne field of hupen interest.
Ippicel or mathem=ticsl terws of this sort sre e=lled "formal'! inm
confrest toc the syecifie areas te whnich they sre applied. . Such a
meaning undsrlies the verk 'maximizing', wore popularly 'economiz- q;ug“f
ing! or--less technicselly, yel parhare most precisely of &21——'nmak-
ing the nest of one's means.'

4 merzer of two smeanings dintc & unified concept 15, of course,
unexceptionable, as loag as one remains eonsclicus of the limitations
of the concepl thus ¢anstiﬁutnd. Ta link paterizl wahﬁ setisfaction
with acarcity plus ecoﬁomiziﬂg and weld then into one concept may hg
both justified and ressonable under a markel system, when zrd where
it preveils. However, to accepi the camwound concept ¢f 'sczrce ma-
terizl mezns and economizing' as a generally wvalid ore must greatly
.increase the difficulty of dislodzing the ccoreomistic fellacy from
the strategic position which it sbill holds in our thinking.

The reasons for this sre cbvious. The economistie fallaey, Aony L

L=

*

a5 we called it, consists in a tendsncy to eguste the humsn economy .
with its merket form. Lecordingly, to elimirste this bias, & redi-
gal clarificstion Qf.the moaning of the word 'sconomic! dis reguired. :
This agsin, cannot be achieved uniese all ambipuity is remeved znd
the formal and the substantive meanings are sepsrately estebliched,
Their telescoping into =2 term of commen uszpe, =58 in ihe compound
cﬁncept. must bubiress the double meaning and render that fallzcy
almost impregnable.

|

How aclidly the two mesnings wore dodned tomether can be in-
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ferred from the Ifronical fate of that most controversial of modern
myitholegical figures--Economic Man., The postulates underl&ing this
creation of scientific lore were conteated en all conceivable

rounds--npeychelogical, maral and methadologip£l4 f&; the mesning

f the attribute 'economic! was never serinu;ly doubsed. Arguments
cleshed on the concent man, net an the ters ecunnmié. Wo guestion
wss r=iged as to which of ihe two series of att}ibutes the epithet
was mesnil to convey--thst of an &ntitg-nf Hzture, devendent for its
existenee on the Tavor of environmentel conditions, =5 are plant
and keast; or thai of arn entity of the mind, subjecl to the morm
of maximunm reqults ot minimum expense, sz are gngels or -devils, in-
fonts or philesophers, in so far as they are credited with reason,
Sather, i; WES takeﬁ fer granted that Egonamic Man, Llmat authentic
representative of ninelsanth century rationslism had his domicile
in 2 world of discourse where brute existence and the rrineiple of
maximzlizmaticn were myatically cowpounded, Qur hero was both at-

tacked and defended 55 2 synbol of an ideal-materia? unity which,

un these grounds, would De uprkeld or discarded, 25 the case might be.
At no time was the seculer debste deflected to an even passing con-
sideration of wiich of the two m&aﬁinga of econemic, the formal or
the substantive, BEconcmic Mzn was supposed to represeant.

Lgeopnition of the twofeld reoots of the term economic is, of
gourse, by no mesns new. Reo-classical ecoromic theary may he sadid

to have heen formed, asbcut 1870, out of the cistinction between the

sgcarcity definition snd the substantive definiticn of ecoromic.

Yeb =o inralvnd are the ways of tha inguirire mind that we find the

,
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ceonomist todsy discounting. the very nqtimn of two meanings. Al-
Lnough uece-classical theory itzself loosely &mulcyafthe compound
concept, £t admits only the scarcity definition of economic as
strictly vselid. The materisl means definition s cold-shoulderad

as trivisl, good enoush maybe for everyday hr'r's but etherwises to

be ignored zs below the dignity of science to register. The stress
on thsoretical analysis thus brought in its wske complete disregard
of th= reguiremsnts of other economic disciplines such as the =oci-
clogy of economic institutions, primitive economics or economic his-
tory, that glso wersengoged in the atady of human livelihood. HNao
anoner h=d the 'J'!":‘ﬁﬁnr:.'-l‘rﬂ.ﬂ gistinction between the two mf:anings been
discovered than tae substantive neaning was disecarded in fawor of
the formzl one.

Hence the ecanom?c analyet's insiétﬂncc, ut least by implice-
tion, that all disciplines dealing with the economy have for thelr
true subrject not somo azpect of material want satisiaction, but
choice betwsen the usss ol scarce means. The compound concept was
admitted on suffersnce, on the assumpilion ramaly, #hgt its zubstan-
tive ingredients nﬁuld mnfeﬁf be forgatten, thus reducing the con-
cept to its formal elements of cheite and scarcity, which were slorne
supposed te matter,

The difficulty of our task now becomes apporent. A clarifi-

Ly

gtion of the compound concert as horboring two independent mesninzs

@ not enough. For as soon as we Bre in striking distance of that

el

aim, showing up the ambipuity of the compound concept, so readily

emplaoyed oy layman snd scholar alike, it turns out te serve merely

———
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A& & socresn for the Loaraity definition, whiie the substantive 85—
et of the RConamy, ente which we 234 wizhed te focus is digdain-
Tully relegated to oblivion,
Let us BUrvey then the :::EE;EJ”‘“ [rDh“dh ol which a gemantie
S00poly of the taryg ‘economin! ig gp ccnfidently claimed for the
Starcity dafinition, A attampt to develop the substantive defini-
e after;

We will start from a formulatiog o the scarcity definitien
which is as wige as L”dmlélﬁ yet sufficiently arti%ﬁlated in its
'pp”icaﬁility 10 Be capable of operational testing,

To maxe tae hast of onety Heans, which Iﬁgically is the norm
implied in tha Tormal neaning of economic, refarg ta siteations

where chpoies ig induced by on insufficienc? of mesns, g condition

of affairs which ja Jugtly deseribed as = Eeerclity situstion, The

———

terms 'shoicet, 'insufficiency', ang 'acarcity* as they ococur in
this context sheuld ol Carefully wviswad in the1r mutual relstiog.
ship, for economic analysis’ olaims take on varieg forme. We arg
told sometines that ec¢nﬂm1cr hdS for itg subwnct acts af cthaice;
sometines, that cheice involves insufficicncy O Weans; at other
tirmes, that Insufficiency of Means dinvolves choice; at etill other
tines that insufficient means Are starce means, and evan thazt

- ;
SCATCE Means are ecanarie Ghics,

B M g e s s

Such asscerticrs would seam g4 e5tablish the range of the 5
farmal_meaning 5 Comprizing the BoOnomy in sll its manifestations, Ly
Tor the BOOROMY , S0wever instituted. Would then consist or Etarce i

M&ARSs Under tonditions that induce aets of ghoice ags setween the




different vees of the ineulficient means spd, consecuently, be cépa-
ble of being described in the formal terms of the scarcity definition,
it could tuen rightly be claimed that the substantive definition of
econonic wa% superfliuous e &t lsast cf nﬁgligible imuﬂrfance, since
ali concelvable economies would Tall under tﬁe scargity definitien.
However, strictly speaking, none of those cleims is velid.

To start with tne broadest term, choice: 1t may occoar
whether means are sufficient or net. Morsl choice is indicated by
the intent of the sgent of doins that which is right: suck & cToEa-
roads of pood and evil is the subject of ethics. A& purely operational
vrossroads on lhe olker hznd would be this: & man is trevelling on
2 rosd. At the foot of a mountain two paths bYranch off, 9oth of them
leading by different wayse to the place of his cestinmstiorn. Asaumiﬁg
there iz noihing to choose betweesn them--seme length, same zmenities,

ele.—-he is still called upcn to decide for either the ﬁne or the
other path on pain of relinguiching his aim 2l together, Heither at
the moral nor 2% the operaticonsl crossrcacs, 1t appesrs, 1s &n insuf-
ficiency of means postulated, Indeed, anple means may meke it rather
more difficult to chooss, though no less pecesssry. If it is often
avltward, sometimes even pzinful, tﬁ have to meke @ choice, this may
he as mp:h diue £0 an abundsnee of means as to their irsufficiency,
Choice, then, doss not necessarily dmply insufficiency of mesns.
Fut neither does insufficiency of mesns imply either cheice 0£ sgar-
city. To begin with the latter. Yor a scarcity situsticn te arige,

there must be given not cnly sn insufficiency of meens butl elsc

chojce pust be induced oy that ingufficiency. Now, insufficiency
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of means coes nos indyce chaice unless ai Least tws farther conditions
ars given: More than one use to the mesans, ctherwise there would be
nathing fu choose from; @ndé moers thaa ons eﬁd, with sn indicabtion
which of them ia to be preferred, otherwiss thére would Be nothing

o chopse by. for 2 scarcity sitzation to arise, then, u number of
Gﬂnﬂili_".}.‘lu.{)?'::ti'm‘.;.ﬁt be given over and akove ths insufficiency of the
[ =i f= e

Yet-=the faint i vital=-even if these conditiens wore satiso-
fied Lhere would 2e still no more than on sccldsntal csnneﬁtinn be-
twaen zoarcilty =ituation snd the economy. ZThe rules of choice, as
wa saw, apply to a1l fields of mesne-ends relstionships,” factual =nd
eonventional, actu=l or imagiﬁnry, For means sre snything that is
gerviceadle, whether by virtue of natural qualities as coal for heat-
ing, or by virtue of the conventionzl rules of the game es 2 dollar
hill to pay ona's debt. It is also indifferent. wheiher the grades
of preference in repsrd to ends zre based on technologicsl, moral,
sriopntifie, cuperstitious or purely arbitrary sceles,

Thus the task of attainineg the greatest satisfection through
the rational use of insufificient means is in no way restricted o
the humen economy. It iz set whether & general is dispesing of
his trq&ps for battle; a chess player iz scheming to sacrifice &
pawn; a lawyer is marsnalling evidence in defense of a client; an
artist is husbanding hia effectzy 2 belisver dis esrmerking prayers
and pocd works io the attaining cf the best grede of selvation in
his reachi, or, to ceae closer to the point, & thrifty housewife is

planning the week's purcheses. Whether troops, pawns, evidence,




=4
-

artiztic nighlights, means of salvailon or week's pay, the insuffic-
ient moans gan be employed in different weys, but once ymed in one

way thay are not smplcysble in ancther; also the choosers have more
than one aingle end in view, and szre rejquired to employ tﬂe means so

it

cas todia

ttainthe preferrsd snds.

Examples cauld he multiplied indefinditely. DBut the more in-

Us)

stances zrz adouced the mors

]

warent it iz thet scarcity situaticns

m
et

exial in any gumuer ol [ielos, and thal the lorpal meening of  econom-
ic near:z in fact only an sccidental fefcrenue to the substantive
mezainz.  The "materisd' character of the want satisfeaction is given
wiethor there is maximizing or rnot; srd maximizing is giyen whethar

the meaas and ends referred to zre meterizl o not.

AG to the rulec of behavier they are Df equally universsl wal-
idify: Taere are altagethcr two. The one, 'Helaic meonc to cnds',
covers the whole range of the logic of rationsl mction, The essccnc
ruale sums up formal economics, i.2., that part of the logic of ra-
tional action which is copcerned with scareity situations. It runs:
'hllocate the scarce means in such 5 way thot oo end with a lower
order of vank on the preference scele is provided for whiie an end
with higher rank remains unprovided’ for,' In Plain Engliah? I's net
act 1ikg.a fosl.' &8till, formal ccenomics hos for ito content no

more thsn Just that.

Thus the two root mesnings of economic are worlds apart; the
formal meaping can in no way substitute for the substzntive mesning.
'Eeonomical® or '‘econonizing’ refers to choice between the alterns-

tive uses of insufficient mesns. The substattive meaning, on the
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sther hund, ilwplics neither choice nor insufficiency. Man's 1iveli-
hood may or may not involve the nced for chodce. <uston and tradi-
tion, u= 8 Tuie, eliminate choice, and if ch;i;e there be, it need
not be induced by the limiiing effecls of amy 'scarcity! of means.
Some of the most importont astural and seocisl conditions of 1ife,
such 25 the svailability of air and waler or a loving mother’s de-
vobincn to her infant are not, 45 s !."':J]F., 50 limiting. The cogency
that iz at play in the one CHEE, a2nd in the other @iffers as- the
powsr of sylleo ers from the force of gravitation.  Theo laws
af the one are those of Hatgre1 the laws Gf.ﬁhﬁ other sre those of
the Mind.

But how then does formol economics =prly to erpiriesd situs-

m

tions at ali? Ly meanﬁ are not inherently imsufficient, how czr
their ipsufficiency be tesled? And, since 'searcity' was shown to
he ciztinct Fr‘cm.insuffici@ncy of meanz, how, in turn, czn tke pres-
enee of pocarcity be ascertained?

Mesns are insufficient if the following test ig negative.
Lay cut the ends in a seguence, and have each of the ends in that
peguence covered by a unit of the means; if the means are exhausted
before the last end is reached, the means are insufficient. Should
tha perf%rménce of the test be incoavenient or physicslly impossible,
'earmarking' will do. It consists in performing this same operation
in thought. Eacn unii of_the meang is then 'sllocated! to an end,
pnd if you run out of means before the last end is resched, the

means are insafiicient.

To speal in this instesnce of scarce means, inetead of merely
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insuificisnt cnss--z garer

14
o

1 practice today--lacks precision end
only creates confusion., Means that have been found insufficient

LY

can be allocated only in the some way in which trey would hawve hesh

allocated if fcune sufficient, nemely, to the given ond. To call
them searce would seem to imply that & choicé had been induced by
the insufficisrey of the means, which 35 not zo.  To ipnore this
operational criftericrn woulid 2e to lose the point of the definition
of scercity altogether: il would crezte the illusicn that there
existed some distinctive wey of slloceting insufflicient mesns, =o
to spesk, 'a mare ecornomier] ore'. But dinsufficiency of means does
net in itseldi creaie = scsrecity sitvation. 1T you have not got
encuph, you must po witheut., I order for & choilce to be set, the
means, besides being dnsufficiert, must elico allow of an alternative
uae;.and there muat be more then orne Eﬁég a8 well ap & scals of
preference attached to the ends.

Each of these conditions--insufficiency of weans, alterra-
tivity of mesnz, multiplicity of ends, scnles of vreference~-is
capable 6f heing eopiricslly tested.  VWhetker in & given instance
the term "scarce! épplies to the means or net, is trerefore a ques-
tinn of fzct. It seis ike limit to the applicabiiity of the formal
or Bﬂﬂrﬁiuy definition of 'ecorncmic'! in eny fiesld--—-including the
ecanmmy;

The current ccmp;und concept of economics in fusing materizl
waznt sntisfaciion with scarcity posiulaies mo less trhan the insufw
ficiency ﬁf all thiﬁgs material, The first pronouncemsnt was that

af Hobhas' in the Teviasthoro., e dedured the meed for shenlute power
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in the State, in order to prevent kumare from tearing ore another to

ccir of wolves, Actuzily, his sim was to

]

tleces like a Tamished

ipicus wsre through the etreng srm gf = geculsy povern—

i
[

]

Lreven re

m=nt. fet that metsrhor may have reflected the picture of & world

£

in whick the medieval commenwsalth wes. piving way to tie forges re-
leaced by the Camnﬂ?:iﬁl Hevoiuticn and predstory cvompetition among
the nngrnunimg:wealtny was ceveuring churiks of the communzl viliage
lands. A cenfury later t@e market begen to organize the economy in
2 iramewark which ac&ha]ly cparsted through scareity situations and
Hume echioed the Hobbesisr sdage. A4n ﬂmnipresent necegsity for cholce
croce out of the inoufficiency of the universally employed means,
namely, money. Wwacther things per se were insufficient was not here
being tested. Undenizvly, river the individusl's culturally deter=-
mined needs and the secpe of noney, these means were insufficlient to
gatisfy =11 of the reeds, detuzlly, of course, this situation was.
no more than zn organirationzl feature af our econony.

Bew, tme undiversal belief, that of ne thing is there enough
to go round, wos sometimes urged a5 & commonsense propesition about
the limited nature of suprply, cometdmcs as the philesephically reck-
.1555 pnatﬁlatﬂ cf thke unlimited nature of individuszl wants and needs.
Yet, iﬂfeither gase, while the statement cleimed to be empiricszl it
was no more than a dogmatic assertion covering up sn arbitrary delin-
ition and g specific historicsal circumstance. OCnce a human being
was circumserited an an 'individual in the merket', the proposition

gs we hinted, waes easy to substantiate, O his wants and needs only

thoze mattered which money could satisfy throwgh the purchase of
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things that wore offered in markets; the warts and reeda thznselves
ware restricted to those of individuals in their isolated e;istence.
Therefore, by definition, no other wants sré noeds thsn those sup-—

vlied in Llhe marlet wers to be recoanizsd, av¢ vo other rerzon than
the irdividual iv jzelation waz te be acceptéd £s & humen being. It
iz epzy to sse that whab was being tested here was ret the nature of
human wents and rneeda, but only the ﬂﬂﬁﬂriﬂtiﬂr.ﬂf & morvet situa-

fion &5 a scarcity situaticn., Cr, in cther words, since market s5ig-

‘welions do nob in prineivle know octher wants snd needs than those

evpreszed by individusals, znd wants and needs Bre here restricted
to things that czn be suyriied in 8 merket, any ciscussion aof the

nature of human wsnts and needs in gerersl wes without substance. In

teros of wants ond needs, ubilitarisn valus scsles of dsclated indi-

viduals operating in merkets were alone considered.

Ornce before we nave encountered a femed clscussion which at
clozer view revealed itzelf as a mere verbslization of undefined
issues: Wes Zeonomie Man I?al men?  Zul lhe meaning of ‘econcmic!
was token for grented, whiéh excluded the'pﬂssihility af any relevant

Lt

Yot at the wery dows of formuleted thought on tke subject the

scarcity definition was rejected by Aristotle. Soms of his argument
Eeema.miaplaCEﬁ or distoried by the contex , 8uch 5 his wviews on
the source of trading profiisy 21 other points, as on silavery, his
thinking is guite out of tune with pressnt convictions. A1l the

more astopnding ia his perciraiicn of & problem wiich up ito our days

has haifl%d thre mind.
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iristotle starts in The Politics with denying that man's live-

lihood as such raises a problam of scarcity. Solon's verse pro-
clained falsély af tae urge for riches., "there is no limit set among
men." Oa ths contrary, wrote Aristotie, the true riches of a house-
hold, or state, zre the necessitiez of lite that can be sfored and
will Keep. And they sre nothing else thon mesns to an end, and,
liks all means, they are intrinsicnily limited and determined by
their ends., In the household thesy are means to life; in the polis,
they arée mesns to the good life. FHumen wants and needs sre there-
fors not boundless, za Solon's maying implizd. That fallacy is Arig—
totle's main target. Do netanimals, frem their birth, find tneir
notursi susiensnce waitiné for them in their environment? And do
not men, Yoo, find sustersrce in their mother's millk, z2nd, eventu-
ally, in their enviromment, whether thoey be hunters, herdsmen, or
tillers ol ihe 0il? Even trade #its into this natural patfern, as
lang ae it wes practiced zs exchange ih.kind. Ho need iz considered
natural szve that far sustenance. In so far as scarcity seems to
spring 'from the demsnd side' Aristotle puté this dowz to & miscon-
ceived notion of the ﬁocd 1ife, twisted inte = &esire for more and
more physical goods and enjoyments. The eciXir of the good life--
the thrili and elevation of dey-long theater, mess jury service,
holding of effice, electionesring and great fesfivals, but al=zo
battles and naval cembats--can be neither hoarded, nor chysically
possessed. True, the good life requires 'this iz gzenerally ad-
mitted,' ,chat the citizen have leisure, in order to devote himself

[

to the 54rvice nf tha polis. As we saw, slavery is pert of the
: ; e
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ansver; ancther part Jics in the payment 20 citizens for the per-
forgpance cf their public duties (or otherwise in not admitting arti-

muns to nitizenship at 211), But for yet another reason the problem

b

b

o
1

of scarcity deoes zot sris Aristctle, The economy--in the first’
place a metter of the domestic kousehold--concerns the relaiionszinp
" of the peorsons who walke up the instituiicn of %he houschold, or other

'nztural’ unite suck as ike kolis. His sancept.af the economy then,
genotes an instilutionalized process through which sustensnce is en-
sured. e could therefore pot down the misconception of unlimited
human'waﬁte and reeds to two circumstancas: the one, the mecguisition
of foodstuffs by cnmmercjﬁl treders, thus linking the unlimited ac-
tivity of money-msking to the otherwise Zimited recguirements of the
fumily and ths EE&EEF the other, the miﬂintﬂ:p?ctatinn of the gpood
life in the movel rotion of & utilitarisn accumulaticn of physical
yleasure4. Ziven the right drstitutions such as eikos and polis ang.
the Lraditicnal uncerstzpiineg of the good life, Aristotile szw no
room for the scarcity fescter in the humen economy. He did not him-
self fail to commect this fact with the institutions of slavery,
infﬁnticide, and his own vielent aversion Egainét the comforts of
life., Zut for this realistic fact; bis negation of scercity might
have been as dogmatic and os unfovoerszole {o empirical rescarch as
economic formalism dis in our fime.: fs it is, the first of reaiist
thinkers was also the first tc recognize thet an inguiry into the
role of spsrcity in the human ecocrnomy presunzoces an edhersnce to
the substéntive meaning of eccncemic.

|
Tnn}cl&im af the mesreity defirition to he the sale legitinmate
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repressntuative of the mesning of pgonomic, does not stand smcrutiay.
1t leaves the sociclogzist, the anthrovolopgist, the goonomic histor-

i

ian helnless in the

(e}
ra
.
L)
Ly
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f the task of penstrating the eccromy of

apv bime or nlace. Por the scconplishment of that task the socisl

)

]

eniences must turn to the cubstontive meaﬁing of sconcnic.

The economy as en instituted procsss of intersction serving
prterinl want setisfection forms a vital part of every humsc com-
manity. In the absence of an econoumy in this sense no socicty
coulé exist fer any lengin of tima.

The substantive economy rmust be unﬁerﬁtmﬁd as being consti-
tuted on two levela: The one is = process of interaction between
man spd nis surroundings; the other is the institutionalization of
that process. In metuality, the Two are inzeoarable; we will, how-
ever, treat ol ithem ﬁeparately.__

The process of interactien accouxts for the matzrial result
in terms of surviwval. It can be 'raﬁen-d@wn inta two kinds of
changes, iscatimnml snd gprropriationsl o which may g0 topether or
ﬁot. The first consists in & chenge of placs; the secoud in a
change of thends'. : :

In a lu:ﬁﬁional movement, as|ihe term implies, things move
spatiali&; in sn appropriztionsl mm%ement either the merson (or
persons} at whose disposzl things are, or the extent to which they
have rights of disposal over then, changesz. The locaticnal move-

ment is most clearly illusirated by lranspeortation erd production;
X ; ¢

‘the approvriaticrzl movement, By trapssctions end dispositions.

|
- Humpn beings play & prime parti they expend effort in labor;
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they themselves move sbout, and dispese of their possessions and
activities in o process which eventuslly cerves the erd of their
ourvival. Froduction repressnts waat is perheps the most spectac-
wlar ecomonic feat, namzly, the ordered advance of all msterial
means towards the consunntion stape of livel ihood.

Together the twoe kinds of movamsnt exhaust the economy 23
8 OreSt. '. : R

lopational nmovaments caﬁprise qunts, exmpediticrs snd raics,
the hewing of wood and the drawing of water, toe intqrnutiana}
aystem of shiopirg, railrocad and air transportation. Carrying mey
in early times loowlerger then production snd, even 1ater;_it
plays & prevondsrent part in production dtself. It has besrn as-
serted befiore that prodaction rsn be reduced to loecational move-

ments of objects, large =nd small, from the siégest to minutest
particles of matipr. The grawth of grein from the sesd ie 2 move-
ment of matter through spsee, an.is the upsurge of skyﬁcranﬁrﬁ in
& boom. Huwever, os we will see, the ecomonic character of pro-
duction derives frowm the fact that the 1nca£inna1 movemsnt involves

o

lzbor whizh is combined wiih ofher goods in 2 specific way. UOf
this later on, 1

Lppropristion was turned into & ﬁrnaﬁ fectual term by Max
Weber. (fn.) Its original meaning of lepal acquisitior of proper-
ty was extended so as tn include de facto disposal over anytning
worth possessing, wholly or partly, whether physicsl object, righf,

prectige, or the nere chsnce of exploiting advantogeocus situnticna.

Appropriationsl chonge may take place as beiween Thands', where



thazd! denotss sny person or groun of nersons capsble of possessing.
This brinzs out foreibly the shiffs in the property sphere that ac-
sompany tae interactionzl process. Things and persons, partly or

el

totally, oa=ss from one wiriational sphere to smother. Manags-
P | G L4 =

meEnt snd acmianistraiion, cirsulation of goods, distribution of in-
some, tribute and toxation, squaliy ara fields of sppropriation.
Taat which changes 'handis' need not be an otject as a whole, it may
be no more than iks partizl use.

Approgristional movements difler net only in regard to what
is moved bat also i1n tha ﬁhuractﬂr ef ihe moverent. Transact;cnal.
mavements are two-sided and occur as bhetwesern 'hands'; dispositicnzl
movemsnts sre ocne-sided acktions of the 'hand! to which nhstﬁm or
law attaches ﬂefi be Iepsl elffects, In the past, the diastincticn
moctly could be related tD.fhE'tij.Uf ‘hand! in ouestion: vrivete
nereons or firms wers uee#ed to be maxing spzropriationad changes
by way of transactions, while the public Thand! was crecited with
making dispositions, This distinction tends to be ipnored in our
deyya by busingss corporations snd gevernmernis zlike., The State
buys and s=11s, while private corporaticns 1mrgelj rﬁmihiﬂtﬁr and:
dispose . :

Combinstion of goods seems zn odd ferm io employ for that
nart Of'}hﬁ imteraction which is eommoniy called producticon. Yet
it iz & besiﬁ fact ﬁf the subatzntive egonomy that things are use-
ful cither because they serve a need directly or because they do
so ipdirectly, that is, through their ccmhinatinns( This distinc-

gl

tion betwpen geods of a 'lower' and a 'higher' order, introduced
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oy Carl Menger, (Im.)-is 8t the root of vraductisn.  hwven in a =tate

of peperal soETo

]

tv no oroduction ensues in the abéence of goods of

4 "migher' order, foremestly labor. Oz thes other hand, 1f Tlabor®
ig given, production will take place whetiier labor is in abundance
or not as long as no geeds of a 'lower! order are avallsble thel can
sabinfy the nseds. Tt is tasrsfore sisleading, as was made mzniiest
in Menger's pocthunsus worlk, (Pnsd:te attributé.the rhenamsnon of
production to some peneral scorcity of gocdsy rather, it stems from
tne differsnce betwsen the goods of o "lower' and & ‘highsr! ordn&-g
2 technological fact of the substentive economy. In this line of
thoupht the pre-sminence Sf lzhor as a faclor of production ds due
to the vircumsitance that iabur is the most perneral apent among 21l
goods of the 'higher order',

The economy on an interactional level mnnpriﬂéH, then, man
25 a collector, grower, carrier and meker of useful things aa wall
as nature as the silent cbstructer and furthever; zlso their inter-
penetratiﬁn in o sequerce of physicel, chewicsl, physielogieal,
reychelogiesl and soccial eventa Dccurring.on the smallest as well
25 the largest sczle. The wmrocess is cmpirical; its perts capablé
of gperations]l éefinitien and direét cvservation,

Yot such 2 process has no sepsrate existence. The thread of
intersetion may branch off, interlock, form a wed, but whether the
_meﬁh of vause and e¢ffect is sirple or complex, it can no more be
thysically detached {rom the eéolugicai, technhlogicai znd mecietal
tigsie which forns ite backeground, than cen the life process from

the animai orgenism.




In prder e acshieve the manifeld ccherernce of the sctusl econ-
(o et By 8 R R S of interaction mu=i acquire & further zet of
:rccurtiéu. Short of these the econcmy could hardly be s=id to
exist. If the materis) survival of man were -the result of a mere
flesting chain of cawsation possassing reither definite locaticn in
time or zpace, that is, unity and sizhilityy no percenent points
o i reférenéE; that iz, structurs; ner ﬁefinite madeE.Df'actiDn N
regard to the whole, that 15, funciion; nor ways of being influenced
by societal gosls, that iz, policy relevence--it cnuid never have
attain=d to the dignity and importsrce of the Lhuran =conory. The
rroperties of unity ancd stebility, structure end function, hislary
end policy acards o the sconomy through dts institutionmsl vesinent.
This lays down the foundation of ithe concept of the human
economy as an instituted process of interaction whiﬁh has a mzierizl

msans providing functien in socicty.




Thapter 4

Forms of Iategration and Supporting Structures

Of the vﬁripus ways in which empiriéal economies cun be classi-
ied, that onc. chould be given preferencé whicn avnids préjudging the
significanf guestions arising from the problem of the plsace occcupied
by the econcmy in society &s a whole. The issues which stand out, of
course, are those involving the relatioms of the economic proccss to
the socizl, poiitical ard cultﬁral sphereé of thé society at large.
To aveid prejudging these issues, it 1s suggested here that econoTiss
be grouped according to purely form;l eriteria such as the form af
integratiﬁn whicﬁ iE duminant in each of them. Integraticn is
presént in the economic process te the extent that these mevemenis

of goods znd persors whick overcome the effect of aspace, time and

®

occupaticrzl Gifferentials are institutionalized sa as to create in-
terdependence between the movement=z. Thus, for evample, regional
differences within a territory, the time span between sowing and
harvesting, or the specialization of 1ah$r is overcome py such.move-
nents of the rés;ective erops, manufactures and labor as make their

disiribution nore effective., Forms of integration thus designate

il e
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the institutienalized movements through which the elements of the
ecnnﬁmic Tragess--fTom materizl resources anﬁ:l;bof to the trans-
portaticr, storage and disiribution of goods--are connected,

The main ferms of integration in the humaﬁ economy are, as we
find them, reciprocity, redistribﬁtiﬂt, End exchaﬁge. We sre em-
tloying these terns deserdptively; that-is. sg ?Er 66 possible, with-
vut suggesting any motivationsl or valuational acpaciation. This
- does not mean, of course, that forms of integration do not differ
orecisely in the merner in which the economy is, under sach of theﬁ,
relzted to the soeial political =nd cultursl aress of the society.
What matters here is that oar fbr&a of iﬁtegratian are relatively in-
dependent of the ains and character of th? governments =g well as of
the ideals and wafs of the ealturs iﬁ guestion. A nsutral attitude
in regard to the merazl azd philesophical implicationa of governmental
policisas and cultoral falues is, indecd, a requisite of any objective
inquiry inte the shifting relations of the economic orocess to the
sociel, pelitical and_cul;ural spheres of the éﬁtiety as a whole.
Unless our classification of enpirical economies is reasonably free
of motivational and valuational associstions, conclusions night be
vitiated byiuﬁwittingly assuming what is suvvosedly deduced from the
evidence,.x

One might tﬁink of the forms of integration as diagrams repre-
senting the patterns of grods and ﬁersn: movements in the economy,
whether the movements consist of changes in their 1ocatiﬁn. ar in
thieir appropriation, or both. 4s a form of integratiun‘_reciprncity
describes a movement of poods and serviéea, or. the dispdsai over

-them, &z between corresponding points of a syrmetricel arrangsment;




redistribution stands for a moverent towards a ceater =nd out of it
Aagair, whether the objects are nhysieally moved.or only the disposition
over them iz shiftec; and exchange represenis a movement 'in a similar
gense, but this fime as between any twe cigpersed or rardom points of
the system. In a diggrammatical ﬁreaentatiun, arrﬂwé which connect
peints that are symmetrically arrangeqd in régard-ta one or more sxaes
might stand for reciprocity; redistrivution weuld require a star-sisped
diasgram, some srrows pointing towards the center, others away from it;
anﬁ excitange could be pictured as lines connecting random voints, esch
arraw dirscted both WAYS..

Clerrly, such dizgrams can serve no more than a formal purposa.
They do not explain how the movement that they represent can happen in
society, nor how that movemsnt, onee it oceurs, brings about its inte-
grative effect. The fact is tha* the novement, to have such effect,
and irdeed to come about at all, requires the presence of definite
structures in sccietyf'

1t is impertant st this point to distinguich between forms of

integration, sunperting strugtures, and persorel zttitudes. The dif-

ficulty lies in the common use of ths»tefma reciprocity, redisztribution
_and exchanze, wnich are often employed to denote different types of
peracnﬁl ;%ﬁitu'es a3 well as pne forms of integration suggested here--
‘and these are two very différent-mﬁtters. Thé effective functioning
ef.fnrms of_inteératinﬂ depends upaﬁ the presénce of definite institn-
tional structures, and it has long been tempting for some to assume

that such structures are the result of certein xinds of personal atti-

tudes. Adam Zmith's "oropensity to truck, barter and exchange" is




~Hpo

perhaps the most famous example. It is not true,; however, that indi-

vidual =cts =nd attitudes simply add wp to cr2ate the institutional

Etructures which suppert the forms of integ;aticn.
The supporiing structures, their basic orgunization, and their

yalidatian spring from the societal sphere. In the case of redistri-

busion, as will be readily seen, the movement cannot, in the nzture

of things, proceed without zn sstablished center frem which the redis-

t=itution takes place. Redistribution is not an individaal pattern

of bekavior at all, and even.if started on a small s&ale'it would depend

on the prieor existence of a recognized center,  Wita reciprocity and

axchange the position is essentiaily the same . They certainiy also de-

note definite kinds of personzl attitudes and actions; thoss of mutual-

ity and berter. Eut 33 ffus= individaal acts of mufuality or barter

lack the esgentizls of éffe:tiveness and coﬂiinuity on the 5n;ietal

plans. Helther reciﬁro:ity nor exchange is possible on that plzane

without the crisr swistence of a structure patfern which ia not, ner

can it be,.the result 5f.individugl éctisﬁs of mtuaiity or barter.

As to reciprocity, 1t involwves thEIPTEEéﬂGQ Df.tWD or more symmetri-

eally placed groups, members of which can behave similarly towards

one znother in-economic matters. Since such symmeiry is not restricted

to duslity, the reciprecating groups as such need in no way result from

attitudug of mutuslity. As to éxchange, random actiens of barter ba-

tween individuals, if they cccur at =11, are incapable of ﬁrcduciné

the integrating element of price, Here, as with reciprocity, the wali-

dating and eorganizing factor spring oot from the individﬁgl but from

the collective actions of persons in structared situations. 'Exchangﬂ




as a form ﬁf integreticr is depencent on thé prezence of a market system,
sn instituticnal pattern which coﬁtrary to commoﬁ azsunptions does mot
criginate in rarcdom zctions of exchenge.

In the writirgs of some authors whose interest lﬁj in the direction
of the scciology of economic in;titﬁtjnus~-nntﬁbiy Durkheim, Weber, and
Pareto--sttention was fixed, in genersl terms, on the societal precon-
ditinna for diffcrent types ﬁf-indiyidual action, TYet the first writer
to our knowledge to note an empiricsl comnection between personal atti-
tudes of recipracitj snd the independently given presence of symmetrical
institutions was Richsrd Thurnwsld in 1915, in a study of the merriage
system af the Banzro of MNew Guines. (fn.)] PBronislaw ¥alinowskli recog-
nized the importanee of Thurnwald's remark and rredicted that, on close
insFectiﬁn, reciuvrocative situsticens in human sociétj woluld always be
found to rest on symmetrical forms of basic ofganinaticn. His own de-
scripiieon of the Trobrizné fsmily systenm aad of the Kula trade made the
point clear. From here it was ﬁnly a step to generalirze reciprocity
‘into one of severa’ forms of integration and, similarly, to generalize
symmetry into ome n?_éﬂ;eral supporting struetures, This wes done here
by addinz redistribution and exchange to the former, centricity and the -
market to the latier category. All this helps to mzke it clear how and
why indiwidual personal zttitudes so often f%il to have sccietal effects
outside of givén societal conditions. Only in a symmetricelly organized
.envirnnment will reciprocative attitudes result.in econnmic_institutinns
of any importance; only whers centers have besn establisﬁed beforehand
can the cooperative attitude of individuzls prodice a redigtributive

aconomy; =nd only in the presence of markets instituted to that purpose




96—

will the bertering sttitude of individesls result in prices that inte-

grate the economic activities ol the community.

Raciprocity and symmetry

To reéurn ta resiprocity, a group which decided to organize itse
relstionships of that footing would, to effect ita purpese, have to
split up into aymmetrical sub-groups, the cnfresgbﬁding nembers of
which could identify dne anﬁther ﬁs.auch. Mepbhers ol group A would
then be able to_estahlibh.relatiﬂnShips ef mutnality with their coun-
terparts in group B, énd viegsversa, or three, four or mere ETOUPRS
ey be symmetrieal in régérd to two or nore sxes, and the members of
these groups reed not reciprocate with one another but with the corre-
Gpﬂnding.memhers of third groups towards whick they stand in anslogous

relations. & number of fomilies livipg in huts which fbrm a circle
might then te a%sisting tﬂeir.right-hand neighhor and be masiated by
thei} oun 1eft-hand.neigﬁhﬂr :n =n endless chain of recivrocity with-
gut any mutuality between thern,

The hest suthenticated reciproeity system was deseribed by

=" Malinowski in regard to the Trebriand Islsnders, A Trobriand man's

T : 5 . . . o _
I responsibility is towards his sister's family, but he himself is not

w

M i 3 L
,LH_- EFK; on that aceount sasiated by his sister's husband, Rather, if he is
3 L 8
_ff' ' married,'his assistancs comes from his own:wife's brother--a @emher af
:ﬂ M.JP a thirﬁp analogously placed family. Not only is subsistence farming.
5, . i
Cyoad i ?ased on reciproeca’ relations in the Trobriznds, buot the 'fish and chins'

e

arrangémsnt between coaszal and inland villasges =lso is carried out on
a reciprocity basis, The fish comes at one time, the yaws at znother,

and the exchange partner is in thisz case not a groun of relatives but a




whole village. DButz the Kula is by far the Ereatest inetituticn of this
type in the Trobriands, Here again pﬂTtﬂErﬁhip-iﬂ eﬁchange exists, but
the acts of exchange are disjointed. Gift and counter-gift cccur st
different ocoasinna whizh are ceremonialized in such & way as to ban
all notion of enaivalency. Also the trading of useful objects is not
only separatsd from the Kulﬂ; but sharply contrasted to the Eulz trans-
actions. .
Whatever bz the origin of man's feeling of satisfaction in experi-
encing an ﬁdequate resction, the comnotstions of a&equacy are very dif-
ferent according to the situation to which it is referable. While our
sense of justice seeks zdeguacy in terms of runishment and rewsrd, re-
cinrocal ﬁov&ments of soods require sdequacy in terms of gift snd coun-
ter-gift. Adeguecy in this case meansﬂprimariiy that the right persor .
at thé right occasion should return the right kinc of cbiect. The right

person is, of course, the symmetrieslly posited pevson. Indeed, tut for

‘such syrmetry the complex give-and-take involved in & syatem of reci-

procity could not work. The adequate behavier is often that of equity

and gongideraticn, or at lezst & show of it, and not the stricti Juris

attitude of ancient law, or as in the example of Shylock's insistencse
on his ﬁoun& of flesh. Hardly anywhere do we find the habit of Tecip-
rocal gif;s.azcompa;ieﬂ by.hard bargaining practic&s. wWhatever be the
reason for the elasticify which gives prefefﬁnce to equify a5 against

gtringency, it clearly tends o discourage the manifestations of econ-

omie salf-interest in the give-and-take relaticns of reciprocity.

Qedigtribution and centrizity

Redistribation obtains witain a group to the extent tnat the
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allocation of goods {ineluding land snd natural resources) is collected
in one hand and taokes place by virtue of custom, law or ad hee ecantral

. decigion In this way, the reuniting of divided laber ig achiewved,

Sometimes 1t simﬁly arounte to EtﬂragE—CUHATEdistIibptiﬁn, at other
times the 'collecting' is merely dispﬁsiticned, i.ce there is a.change.
in the.rights of appropristion without any.change in thes actus=l loca-
tion of the goods, Hedistributinn_accurs for méﬁy reasons and on sever-
al levels, from the primitive hunting tribe to Ehe wvast storage systems
of ancient Epypt, Suneria, Babylon, or Feru. Hith 2 ‘hunt, 2oy other
method of distribution would lead to disintegrztisn of the horde ar
band, since only 'division of laser' of the hunters can hsre ensure
results, end the game or cateh must then be distributzd. In large ter-

- ritories differences of z0il znd climate ﬁay make the reuniting of Labor
. pecessary; in ﬂthef cases it ias csused by discrepancy in point ef time,
as betwsen harvest and consumption.
Methods of collection in a redisiributive system.may differ wide-

ly. Fren a sinple pooling of catch or game <o 2laberste methods aof
. taxation in kiﬁd, various devices are met.with. The Trobiander chief
had tﬁe privilage of polygyny. He nmight have fortf wiveét taken from
the fﬂrtﬁ gub-cians of. the island, and they ensured the purveyénee of

a large agount af produce to the chief's yem store from all the villages
by the wives' brothers. Thus the &hief exercised the political funetion
of chiefdon on 5 basis which was derived from the marrisge custems of
the tribe, the lirk being supplied by the privilege of poiygyny.

With scme primitive pecples, public life iz mueh more highly de-

veioped than with our letter-day sccieties of the West, TFestivals,

-




ceremonial food distrivutiesa, religious solemmities, mortyary feasts,
visits of state, harvest and other celebrations cffsr endless cocosions
for lerge-scales distribution of food and sometimes even of manufactﬁreﬂ
articles. &m important functicn.ﬁf the chief is the collecting and the
giving ewsy of this wealth on such céremunialnmccasicns. This amounts
to the redistribution of the produce collected and stared by him. It
makes noe differernce whether the title af cnllectién was kinship, feudal
ties, politics] kbends, or ferthright taxation,.the result is always the
same--storage-cun-redistribvution, Yhat, =25 in some Africar netive king-
doms, may often appesr to the YWesterr eye 2o & despotic tsxstion or
ruthless exploitation of sublecis, is more often rerely a phase in this
redistributive process.

Redistrioution--whether rhysical eor mgfely cispositive--cannot
talte place unless there are éhannels in which the movement towards the
center, and the subseguent moverent away from the center cac happen.
Some degree of centricity is therefores imperative. Central organiza-
"tion is not ‘only peliticslly, but also economically vital. With the
Trobrianders, the incipient state is more of = rédistributing facilify
than an organ of defenpe-or slaés ru;e.

The tawalion system in modern étates iz put znother form of re-
distfibut;ﬂn. Such a redistribution of purch=zsing power may be valued
for its own szake, i.e. for purposzes demended by social idesls. But
the principle of integration is the same—-collecting and redistrihuting
from a center, - s

Redistribution may also apply to & group smaller than society,

such es the househeold or manor, The best ﬁnéwn instances of 'houae-
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kolding' are ihq'ﬂnntral Africen kraal, the FNorth West African Hasbas,
the Hebrew Patriarchal ncﬁsehold, the Greek estate of Aris=stle's tire,
the Roman femilia, the medieval maner, or the trpical peasant household
the world over before the general marketing of ifs oroduce.

In ancient Greek =23 well as.in Germ&nic;.‘hmueeholding' is the
term uzsed {o denctes catering for one's own group. ©Cikonenis (hotse-

1 bl

noicing, in Greek i the etymon of the word ecemomy. (fzushaliune, in

Germsn, corresponds strictly to this. The vprinciple of 'provisioning

for is a

il

one's self' remzins Fhe same whether the 'gell' thus catere
family, 2 city, a manﬂr._ Traditiognally it wes thought %n be the orig-
irel feorm of econcomic life. Eveﬁ Harl Eqéher, wha wos the first to

i
craw attenticn te the entirely different characier of savage socisty,
fell into the misiake of propouncing the rule of ’indiv%du&l hunt fnr_
food! as the pre-econcmic stage of humsn history.

I—I~:::.T.:sv:‘tm1-::".:T.rxg.r however, is by ne means ar early form of eccromic
life. The notion that man hegaﬁ by locking sfter himself and his family
rust be discarded as erronecus. Lhe farther back iz the hiztory of
human socoiety we gﬁ, the less do we Tind man in ecenemie matters act-
ing

=

for hiz ocun pefsanal benefit, locking after hie own personsl inter-
est. Only under a comparatively ad?énced form of agricultural'auciety
does hausqpnldiﬁg Tocome practiceble aﬁd* then, it i= true, fairly
general. Before thét the widely spréad inéﬁitﬁtiun af the *small
family' is not economically institutionzlized, excent for zome cook-

ing of foed.

Exchange and markets

Exchange 15 a two-way movement of goods between perscns whose

|i__ P o
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attitude is oriented foward the gein ensuing fdy then from the resalt-
-ing terms. In gimpler terms, barter is the behavior of versons wac
exchange goods on the assump:icq that each parEHQr mHkES-tﬁE mast of
it. Higegling and haggling is of the eszence here, zsince thaere is no
other way of each person making sure tha® he is gaining as much as
possible from the bargain., diggling and hﬁggling zn thie case iz not
the result of some humaﬁ frailty but & behavior patiern logically re-
gquired by ths mechaniem of the market.

it is uauﬁl}j not realiszed that random acts ol barter weuld not
by themselves vproduce prices unless a market pattern was in existence
which mzde the bartering intent of the persons ETTQC£i?ﬂ. The position
is very much the same as in reogard to reciprocity and redistribution,
whers thﬁ principle of behavier in order to héc?ma.effegtive‘ requires
the presence ¢f scme ingtituticon which is not the direct result of such
an attitude. The market psttern is never tracezble to the mere desire
-of individumia to "truck, barter and exchsnge". Its origics point in

other directions, &5 we shall see.

Forms of intepration snd ctares of development

Forms of intapration da nat rgpresént necesséry 'stages' of de-
vaiﬂpmentf Several subordinzte formé mzy be present alongside of the
_dcminant g;e, which may itself re;ﬂccur after a temparQTy eclipae.
Tribal sogleties practise reciprocity aﬁd redisfribution, while asrchaic
societiss srs predominantly redistributive, though to scme extent they
also allow rcom for exchange. Recipracity wnich ﬁlays a dominant part
in most tribal communities survives ss an important, although suoordi-

nate, trait in the redistributive archaic empires where foreipn trade
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iz still largely organized on the prineipls of re
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during an emergsacy it was introduced sgain on a large scale in the
twentietih century under the name of lend-lsase betwsen zocieties in
which marketing and exchange were otherwiae dominant. Hedistribution,
the method in tribal and archéic society besidé wiich exchanee plavs
only a minor part, grew to great imﬁartaﬁue ia the later Homan Empirs
and is zctually gainisg ground today in modern indostrial sistes. Con-
versely, it would be & migtake rigidly;tn identify the dominance of
exchange with Ihe nineteenth century ec::u.ngmjr ¢:_.v.f the West. More than
onee in the zearse of humen history markets have alayed a significant
part in intagpratines <he econémy, although never on a territeorizl =cale,
nor with & comprehensiveness even faintly comparable to that of ithe
nineteenth century West. Jowever, here uéain a change iz noticeable
iﬁ the present centﬁry'during which.a deciine of competition and 3 re-
cesgion of marieta from their ﬁineteenth century peak has zet in,
Hevertheless, a classification of econamies acterding te the
dominant forns of integration is illuminating, Whei historians are
mere or legs fraditional;y wont to esll 'economic systems', L.e. em=
pirical economies of 2 definite fyne,'such as Teudalism or capitalism,
fall into this patiera. We need only fix our attenﬁion on the roie of
land and %ahnr in soclety, the twoe elements on.which the dominance of
the forms of integration esgentially depends, & tribal community is
characterized by the integratiah.qf,land and labor into the economy
bﬁ wﬁy of the ties of kinsnhip. In feudal suciefy the ties of feslty
determine the fote of land and of the lsbor that geoes with it. In

the flsadwater empires land was largely distributed and sometimes
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redistribtuted by temple or palace, and so wis lsbor, at least in its

depercent form, Tae medern rise of the marisi fo a.r§ling force in
the economy ¢&n be traced by noting the extent to which land and food
were mobilized through exchange, =nd lzbor was turped info a commedity
to be purchased in the market. This may help to explain the relevancy

of the otherwise hardly tenable grou

s

ing af ecoromic zystems info
slavery, serfdom and wage lahor traditional with Marxism--distinetions
which flow from the convietion that ithe charseter of the economy is
above all set oy the status of labor. Clearly, however, the integra-

tian of land into the economy should be regarded as hard'y less vitzl.
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tiditor’s Introduction

“T shouid soe the garden Lar berter' said Alice o '-:1'1'5-;'-11. I
vontld gt b the bop ot that Lill: rm } HPEE L mate that leans stoai POl =
It —at east. no, il dossn't do thai— " atter going a few vils alunrr, *h-e
path, snd Luriring several sharp zammers) “But T suprase it will at lase
But how cor QLI 13 Sivists! B more Like g corkacmeme biar a zazh! Well,

s torn gows e the Will, T SUpLse—Ie .k daesn’t L e straighl
Ak o the huuee!

“I¥s e nge il ng abonl iE ' Alice ward, aking wp at fhe foase
aud pretending it was a g ikl her U Ay eag Suing i wgaim ver. |
anen | shumald have toomet tn.m..Jh the lonking glass acain— back i
the i vown—and Sere'd Ba an ond ol all my adverlures! ™ (Lowis

Carroll, Through the Leotie Cliss
i !

The problem of lowating tie BCOnomy and analvzing its inatisy-
tional structure in differene societios seems o me not u: ahke that of
Alice’s prrsistent attesints to reach the tap of the hill, the betler to
see the “Carden of Tive Flowers " The hill is visible. but al the
pathveavs belang to the Red Queen, the strongest piece on the board,
and they all lead back to the familiar hose and the other side of the
woking glass whene she camn.

The Red Queen is the econamic th cory of classical Fkeralism, of
course, and he familiar house is the marcket coonomy af the modern
West out of which thar Jheery has developed, By and large,
FCOTI S Ists I this tradition are not intercsted in the aucstion, “What

I3, or wiere ig. the eeoneany in different societics?” Most would
Probubly be ready to extend to the poonomy the prapmalic view

XN
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attributed to Jacob Viner regarding Coonomics. L “econarains iy whas
ceomomists do,t then the ceonomy 15 simpiy whalever ~ronomists
study. An operational definition at this sort has its advantages. 1l
allowes the economist to get on with the prosems of etficiency.
stability of prices, and growlh In she sysiem ne is most famiiiar with
without having o keep defining and redefining his universe.

But today 2 gpowing legion of sacial scientizls in all of the
disviplines arc queslioning anew tae reliability of the arthodox
ceonpmist’s theory in the anaiysis of economics past and present.
(uestions ahout the namre of the cconomic universe inevitably
arise. The argument about the cmpirical relevance of ecanomic
theory gars back a long way, ut course, end arthodoxy has had 1t
ups and downs Ry the 19505, howeyer—-atter the post-Reynesian
“svnthesis” and the rapid postwar econom ic recovery—Ilikberal
cconomuc theory seemed cleatly 0 have won the day. lts apparent
success in pulicy at hame, its hope o developing the “underde-
veloped” abroad, plus the welght af 2 hrilliant badilion and the
beauty of its formal fogic had regained for eeonomic sheory ils regal
pusition amuong the social sciences. Anyane wha wanted to study the
eeononty anvwhere, gast, present, ov future, looked first to shat
diacipline for his cues.

There wese, uf course, still the orthodoxies and heterodoxios ot
the 1eft, Bul the socialist world was looking inward., and lhe seneral
“onld war' atmosphere was not ana far thinking ruch about funda-
menral problems anywhere. [bwes a timme for building and Teassert-
ing the power and the truth of sysiems, and repressing the wprsi-
LicTL,

In the late 19705, wo face a redically different situation. Ques-
Homns and doubts arc overywhere, | he sver-inercasing problems that
conlempurary econamic theery has encountered since the high point
of 115 confidence in the 1930s lead us back 0 the mast tundamernial
questions about the economy and its tunctonal relation 1o sociey.
One need not any ionge catalogue all the critical prablemns that policies
basec on conventional cconomic cheory have failed b rosolve

Az | Mt rurks LLaper ard Brothers,

1 Gee Kenneth Fouiding, boganan
sl p i

IO SALY LT [EL S B

fwe Aol [oow



Editur's Tntrduclion EXVE

or even by confront. But it is important to emphasize that those
prublems arc not only the iraditional ones of empiovmenl, price
levels, and srowth in the cconomwy, recalcitrant and enigmatic as
shese are 1n the 19705 They arc aise the much more fundamental
problems of the market e€oNOMY 'S capacily tomeel the generit reeds
of the socicty itis suppozdd to serve. Basic questions of the sllocalion
o resources, and af the total effect of the sconnmic system on the
quality of our lives and habital, are involved. i s the contemporary
mpoertance of this tunctional relation between ceonomy and soclety,
moth in theory and policy, in Western and non-Western socicties, in
Cducteial as well as nonmindustrial economics, thal demands we
ceturn bo a fundamental exarmination of whal we mcan anil what we
swwant whaen we speak of the cconamy and ifs role in sociely.

There is no better place to begin such an examinatiul Man wilh
sl work of Karl Pelanyi. Most o Polanyi’s writing appediing in this
violume was actuaily done in the 193005, against £12 prevailing mond.
He was Adjunct Professor of General Econamic History at Columbia
University (1947-1953), and hls writng was done in relation (o his
courses, ihe rescarch projects he conceived, and the exhilarating
interdisciplinary seminars he conducted. These last continued
through the 1930s and broughl students and cstaplished scholacs
from many places together for some of the most stimulating anc
memorable inlerchanges that any of us are likely ever to nave en-
joved.

Polanyvi was above all a teacher, and hus radically differant tdeas
expourced wilh buundless enthusiasm struck a responsive oord 10
the large number of his vaguely treubled and wncertzin students al
Columbia. Most of us were back from the war, heads still i the
depression era, disenchanted with the cmpry dogmansm aof the
Marst line, yer deeply sheplical of the nhapoy facade which the new
joining of Mammon and sccnce seemncd to offer In the “new
seanomics’” and the “end of idealogy,” Tbwas Lhe radically different
quality and the depth of Polanyi's insiznts that puinted the way far
o many sfudents to a new underslanding of the social reality behind
the tacade.

it iz in the ferment of the 1970s, howsver, that his wiews on
cconemy and sareny have found their time, stimulating worldwide
interesi and debate amore sacial selenists seeking a lresh uncer-
standing of the fransfurmation laking place during the wast two doe-
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ades between cromomy and polily, economy and society, Thus the
reason for this posthumous velume, which attempts w give his
principa: concepts and vigws room to develop batweeh twa covers,

Ihe question of “ths t’m-:—u; ng place of the cconomy in society™
was at the certaer ag F": ranvi’s coneern, and he pu"sucu the guestion
with a keen eye avér the whole range of mar's hislory. His method
was that of the wide-ranging historical scholar, and althoush he
painted with a very broad brush, he has caused a geod many
autnorities in their ficld to rethink some important questions about
the nature and organizaticn of the economy in prim:tive, arcient,
and modern societies and given us cll s:ome questions to ponder.

Palanyi’s tirst theoretical cancern was with the very meaning of
the term, so0 LGS ':Ll'L[i with the conlusion resulting from compound-
ing the ecenomist’s “tarmal” definition (derived From the logic ol
economically raticnal action) with thwe vlder and more commaon sense
notion of the ceonomy as he “substantive” materizl means-
producing sphere in society.

This was not merely a semant’e coneern. 1t went to the heart of
the problem met by 2ll scholars who wish te study the economy
anywhers, ab any dme i listory. [Fome teok ks cues from the
econamic theory of Weslorn Tiberalisim . the guestion of just winat and
where cconomic institutions were—the economy’s “place” in
sociely —presentzd the investigator with an enigma. Here the
2CONOMY wits everywhere and nowhere, Lssentially, purs econamic
taeory deals with economizing, an aspect of human action. I thus
pdentifies and logically formalizes a <ind of purpasive behavior, but
titat ecomomic espect of human action has no particular institubional
hamee. As Frank Knight noted in 19538, when asked to write on the
most impoertant economic problem facing the Tniled States, . . | the
question has no delinite answer. Most nroblems mvolve some use of
means, hence demand feonemizing,” avoilding weste and futilite.
Accordingly, ecomomic prablems torm no distinet class, and an v st
would be fargely arbilramy.2

. The enipma is resolved for the eronamist by the rough coinei-

dence Pehtren economizing behavior and the real inslilutional
home of the cconomy in the modern West The empirical reatily, that
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scomomists in the Woestorn lberat tradition study, is Lhe system of
markets, money, and prices which tends 1o make EEONOTIZETS OF LS
atl. But there are ohvinus dangers lurking herc [or all social scizntists
interested Ir 1he economy. If the social reabity that gconomists in the
literal tradifion actually study 1s taken Lo identify the economy in all
sociches. then all real economic activity everywiere will tend to be
seen 10 the market image, and back we go through the looking glass,

Polanyi was, therefore, al pains to pein: cut thal e market-
arderad institutional complex does not similarly idenity  the
seenomy in &l socichies. Whether we look 1o the evidence from
anthropology or history, it 1z clear that the competitive market-
munev—price camplex, onerating in its icgal comtext of private prop-
erty and frec contrack and its “economezing” cultural context, has
cither boeen absent or has played a suberdinate rale throegh muost ot
wan’s hislory.

Polanyi's basic solution was to relasn la the nobion of che
eeonosy as the malerial means-providing sphere and to examine the
different instilutional frammeworks in which thal sphers operated in
different societizs, Here, cortainly, there i: no ermigma. Fuvery society
must someliow fnd the malerial means tor ks susvival, and that
activity i3 everywhere clear and ecvicent, providing Usubstertiva”
svidence, | he whole process will be crganized differently in dalfer-
ent secieties, run on dilferent motives, and use varving malerials
amld technelogios, Bul itswill always be there, pbscrvablz and capable
of analysis as a set of identifiakle activities wilh some shape, svme
unity, aame slability, if net necessagily as a differentiated econoemic
Fwsbe,

Much has baen written on both zides in the formalise-
substantivist debate since the publication especially of Tolanyi's
chapler on “The Econormy as Instituted Frocess™ in Trade aad Market
i the Fariy Emplres, in 1957, (That essay is reprinied here, considera-
bly ealarged, as Chapters 2 and 3.) Guarge Dalan lzrgely kept the
substantive point of view alive by republishing some of Polanyi's
most saliont pieces, and by meny importane contributions of his
awn, Thore seemns litte point in reviewing the whoele debate here,
it wpme issues stitl romain unclear, and it docs seem inportant o
attempt to clarizy thery, Certainly, no hope i hwld out of resolving
the debaze once and fpr all—only time will o thal.

First, hehind the debate there 15 the okd question ol the relevance
and universality of formal economic theory, The cebate soes Dack Lo
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the “empty boxes” clain of the Genman historical school, and has
invilved the Amesican Institutionalists as wel as many seciologists,
anthropelogizts, and historians whose intérest svas in economic in-
stitutions and the secial and cultural framework of substantive
cconomic activily. Too aften inathe long history of the dispute over
the empirical relevance of cconemic analysis, howewer, the Qeostion
ot the formal or legical validiy af cconomics and it universality as a
theory of econemic rativnality has been confused with the gquestion
of its relevance to the range of substantive problems which different
social seientists confront in the analvsis of economic institutions,
their histony enc their furetional interaction with society. The centrai
issue in this debawe is not the logical consistency of econcmic
analvaiz, nor of the universality of covnomic rationelity as an ssrect
af human behavior in all kinds of situations, from making love to
tighting wars, The issue iz whether, and Lo whal extenl, the disci-
vline of tormal ecenomics and the whole panoaiy of ils analylical
arsenal providas a model of economic activily s unagmbiguousiy
ideniiiies the range of variables thal interesl socidl scicntiss when
ey dircel their aitention to the ecenomy in ditferent societies. In
2 is debraie 36 is not eowoueh to prove that choosing and economizing
are universat aspreiis of lite, or that man shows foresizht and aces
rativnally in tae conduct of his alfairs, It is neccssary, it formal
ecomamics is to provide us with a general concept of the economy in
society, that the opcerational detinition of economiving {(the maximal
adaplation of scasce means to the achievement of graded ends) pro-
vide the universal organizine preinciplss of the relations between men
i the producton and distribuesion of those material things thal
gvervone recognizes as the substantial role of the economy in all
socictics, The gist of Polanyi's atgument s simply that these enndi-

tions arc hol universally present in that generic sphere of achivity in
every socieky. And b b s Hat material sphere of human endeaver
which interests s in anvy sociehy, then the theary of the crganization
and development of the reancemy in this sense must be conceived
mdependently of formal coonamecs.

bor Polanyi, then, it is ool because of the scarcity of means that
social prder, secuence, rales of use, and of acquisilion and dlisposi-
Lion are inevitaze exigencies of the cooromic process. Tt is rather
biecause persons worsing on valued things, moving them and pass-
ing chem from kand to hdnd must, regardless of the relative scarcity
of abundance of the things, know the rules of autherity, and the
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rights and nbligations in regard to the productive use of persons and
things, and the rules of distribution of things: the cadences of work;
the measures of Hine, weight, and space without whnich chaos would
result. These are problems of the social, cultural, and shysical di-
mensions of the substantive economy,. and cannot ba understood
simply in terms of the abstraction, cconomizing in the use of scaree
means, of Yavoiding waste and fubiliby”

Patanyi demonstrates clearly in this book that in primitive and
early histarical zocictics the predominant lechnologies, the social
arpangements, and the communicaticn sysloms that order and inte-
grate economic life o not vicld situations wherein the human and
natural clements of the economic process ran be regarded by the
participants in that process as generalizec means ar facilities adapt-
able 1o 2 varietv of ends. The give and take relations bebweon persoms
in recard to material things in tese societies are tyncally embedded
in a broad networle of social and political commitmen:s that do not
allaw the individual lo maximize his “economic” advantage in tnese
relationships. Even where markets. money, and prices do appear in
these sucicties, Polanyi makes it clear that the social, cultural, and
politica; integument does not create the kind of simation where
inputs are measurec against outputs, so hal an economically op-
trnrr position for the individual, let zlone the whole econcmy,
might be determined. vvun in principle.

In nis atteck on the provaiing market syslun bias, Polanvi
frcused his attention primasily on trade, money, and markels. he
imstitutions which ie felt had been moest seriously misunderstood in
their history because of the myapic. modern Western vicw that they
were naturally and inscparably linked in a chain of 7rofit-making
activities, In his astack, he drew most heavily on the work of Bicher,
Taepnies, Maine, Thurmwald, Malinowski, Weber, and Durkbieim,
L1:s priginal arhirvement was to provide clear operational definitions
of brade, money wses, and markets, the purposes they served, and the
dilferent kinds of social sisuations infwhich they functioned in the
long histery of man predating the advent of the market system in
thie West. Throughout, he analvzed the ways in which literal “ox-
changes” between porsans could take place with and without mar-
kets, but, in any case, without the supposedly inesifablo rule of the
suppiv-demand—price mechanisn.

Ee introduced the new concepts of pperational devices and
oquivalencics, illustrating the way in which primitive and aneent
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economics conld accomplish the camplex tasks of measurement and
establishing rates of exchange, without elanorats concepiual svstems
of weights and measares. and withon 1he mysterious magic of prices
created autonomously by the forces of supply and demand. 1le
penetrated to the poliical and economic developmental significance
af Lasse ubiguitous cul-ueal institubtions of sardy society: treasure and
prestipe; and he traced the gradual “peeling off” of economic transac-
ltons irom their societal contexd of status and power.

In thinking about Polany’s work, howsver, one must always
eturn b the fart Fhat his broad historical investigalion of trade,
mMoney, and mar<ets was fitted inte a lzrger conception and puarpuse,
That larger conception was of a general theory of the economy in
society, tree o the overwhelming biases of the “zarket menzality'’ of
our age. Thus, flirsl of all, he was at pains to detine the meaning,
scope, and content of the materal means-producing sphere generic
I cvery society, He distinguished “locational” movements, thinse
spatial “physical” movemen:s essential to the man nature aspects ot
the productive process, from “appropraticnal” movements which

cetine the all-important boundary sphere besween rconcmy and

society. These fatter erder the relations between men as they acquire
and dispose of the regular inputs and owtputs of the economic pro-
cess, The material means, human agents, and technical knowivdge
Lhat centribute to prodection musl be movied or induced 1o move
[zom their place in socicty, and the products of tis ackivity recarned
tee the members of sacicty. This is the sphere in which are established
the appropriational powers—the vighls and obligations—which
order the relations belween men in the acquisition and disposizion of
vatued things. and in the receuitinent of the human agents of the
economic process. Broadly, iL might be thought of as the sphere of
“property” rclativns, and, on the input side. ot least one of the
meanings allached to Marx's “relations of produciion®

The social arganizatien of appropristional power is the key to
any censideralion of the economy as a social svstem. 11 locates the
institutivnal matrix which orders mer-ro-man economic relations,
and delines the piace of the econumy in society in the sense that i-
locates the societal source of the rights and oblizations which sane-
on the mevements of goods and persons into, throvgh, and ous of
the economic process.

Pulanyi has identified three general types of the sosial oTEaniza-
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tion of vuenomic aclivilics nndar the heading “fonms of intesration.”
These are; “rociprocily, redistribution, and excharge.” fA fourth sub-
type, “Lousceholding,” which might have characteristics of all the
three main trpes, was identified o apply to the presant hoasehold
cronemy. ) Although Pelanyi docs ool explicitly sav 5o, these refer to
the approoriationsl sphere of 1the voonamy’s secial areganization; that
is, they identify typical patterns o the relations botween men as they
accuire and dispose of productrve Tesources and the material means
of wart satisfaction. Theso oypes also serve o locate the eoonony in
society in the sonse that they identity, broadly, the kinds of instito-
tinnal sanctions {social, palitical, economical) that tix the rights and
ublirations betweoen porsens in the economic Dprocess,

One typical fivm of the vrdering of these appropriational meave-
Tonks was termed “reciprocity.” theueh other torms such as mutual-
ity ur traditional might also have been emploved. Esch of these torms
{5 aptin certain ways: onc scems entirely adeguate. [nany case, the
important thing s to deactibe cleatly the situation. The central fea-
ture of Hiis bype af nrpamizabon s that the sanciions, the validation,
far grnds and person meovements mte and cut of the econemy, and
the productive uses of the material stuff of the substantive economis
process are Lo ba found in some part of the sotietal stroucture, like Ik
inskip system, which has a fonckon and a rabionale that s not
necessasily independent of, but goes bevond that of 113 role 10 order-
ing the relatiens between persons in the vonnomic process. The
family, or kinship systemn, i the prototype of chis reciprocity situa-
tion, but it is also bypical of relations between iriends, neighbars,
members of voluntary asseciations, peer groups, and the like. The
central point here s that in reciprocily sttuations the goods and
person moevernents and the sanctions regarding productive use of
material rescurces derive from the behavioral requirermaents or expez-
tations imposed by tne particular Linship swstem. community.
friendship circle, or sssodation involved, The sanctions regarding
such lhings as land use, mheritance, alienaticn of land, or othar
malerial means, and the movement of persens and things into @ riel
out of the cconomic process are hofe determuned by the general
expectations rogarding hohaviar imposed by the prier existing o
broader functioning social nstituliofh in question. Hers, in ather
wrds, the universal questions of who is to do what, what means are
ko be used, how much is w0 be nsed and when, and o whom the

1




KAHIY Edilers hatsmduclion

productive results go inowhat ameunls e o uestians that are decided
by che behavioral norms of the particulas social structure which rules
in the siven casc.

The secand torm, “redistrisution,” is derived from Lhe actuai
physical movemeant of goods into a central plece fram wihich they are
redistributed. Prime examples of the vedistributive economy zre the
vast haroaueratic empires of anclent Mesopolamia, Egyot, oo thae
Tncas of Peru. Buat 3t is essenbal o recogrnize that, as a type of
srganizalion, it distinetive featore 1s not the patlern of the physical
movements of goods but of the rights and obligatiens thal sancizon
the “between hands” movements of goods and persons inle and cut
of the econemy. The “centricity” of the redistributive pattern reters
to the fact thal the powser o determine rights and obligations is
locaicd at an identitiable sontor, Srom wnicn these are distribuied
tnrougs a maix of formal roles and autherity which order the
muvement of things between persons. The emergence of redistribu-
Hom g a form of erganizaten ot the rconomy 15, therrlore, clisely
related to the omergence of the political otder as a dilferantialed
system in socialy.

The thivd patiern of organization is the Bansactionai pattern of
exchange, [ts characteristic motive ks rational self-interest. Ils charac-
seristic insrtution is the market. which is nat to sav that all markets
‘it the pattern. The self-resaating or price-maxing” market of the
modern Wast is the prolotvpe of the exchange system. Lers, as i the
caze of the other patterns of organization, the essential characterishe
of exchange hinges on the manner in which appropriationsl righs
and obligaticns are delermined. The institutienal medivm of mar-
kets, money, end prices provides a sclf cortained mechanism
through which rights are constituted, interes:s representad, and con-
flicts adjusted. The rights to acquire and dispose, while ullimazely,
and nevessarily, sancrioned by the political erder o the form of
privale property and free comtract, are actually generated in the
busying and selling activilies shat engage people in the market; in-
teresis are represented in markets cpen to all n possession of the
neiessary means; and conflicts resolved by the movement of proces.
A distinctive feature of the cxchange pattern is that il isolates the
cronamic plement used fuere (0 the lormal sense of econemic ration-
alityd in theo, essential give-and-lake relaiions of the substantive
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economic process, the eot of oxchange alway: represanting, in
theorv, a valeulated gain o cach individual involved.

Tike each of the other two of Pelanvi's “fomms of integzasion,”
cwcharge is a principle of social crganization which may, i the
cond:tions are izght, be extended lo spheres of human activily other
than the economy as it is defined here. Indz=ed. cach of these three
oatterns identifics principles of social order that may apply to wide
or dispersed areas of acivity in any given socicty. The princizles s
sasily idenlified and widely recopnized as the inexplicit mutuality
Ly pical of the societal realm of face-to-face affective relationships. the
ratiomal control towand colloclive ends of formal mles and central
authority, and the economically ralional self-interest of exchange
splations. Taken in this sense, they might be termed the social, the
rolitica, and the cconomical principles of onder in society. Each nas
its typical mode of organization, its valaeys, atd ifs logic of cperazion,
e society, for sxample, i an exchange order because the market-
maney—price complex remains the primary mode of structuricg Lhe
ralations hetween persons, not only in the substantive cconnmic
sphere, but tn and betwsen most af the generic spheres af activily
i2nch as spotts, entestainment, art, communications, transporiation,
Arence. and personal services) in fhat society, And olhor soheres
{=uch as education, religion, politics, and the wilitary) which, for the
crost part. are not directty structured through market relations, are
deeply invaived in and inflaenced by the dominant market exchangze
ol e

Prlanyi ‘s ultimate aim at this theoretical lovel was to Creale a
substartive nonmarket economics which wonld, indeed, provics a
soneral concephial fFamewors “tar the whole renge of catlior
societies where patterns of irbegrabion other than exchange have besn
found to prevail”* That aim was rever fully realized, Tt the
groundwork was tlmiy ladd, providing us with w canceinal
ramework to be developed which zan apply to socielics carly and
late, as Pelanyi clearly intended,

Polanvi's scholarly aims were serdous and compelling, and they
contiftue 1o motivate schelars in many fields, bul the deeper signifi-
cance and the unifving theme of all of his work lies in the realm af
sactal and political philosophy, Put moest simply, his concern was

:

Y Leg below,
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thas the wnarker system of the modern West hiad vsurped the seqeric
functions and inteeniby of human society irself, making coonamic
valurs  supreme  and turning  both man  and  nalure  into
tommadities—ail fodder for tha “satanic mill” of the self-revulating
market. as he put it in The Gread Transformalion, The driving furce
buhind all of his historical work was the convictien that this had nor
alwavy been s that it had been posiible t produce and distribigte
the livelilood of man while maintaining the integiicy of saciety, and
that premerket histore fersd many clues 1o the passibility of recurn-
ing the mandate for man's fate to the variegated sovial, political, and
culturzl institubons of socicly, Thus did he challenge the liberal
axten that freedom and justice were mnextricably ticd o the market
arder. Thus did he alse challenge cvomemic delenminism, one of the
basic axioms of that mther nineteenth-century erthodoyy, Marvism.

Murh remains o be done. Tolanvi's work presented home re-
mains bl a sketch of the massive underlaking he bezan, What |
hope this hook accomplishes is a more tharvugh, constsient, and
complete view of his conceplual syslem, and of his role as 3 gencra]
ceonomic historian than is anvwhere available. With hiza, Talse hore
hratt 1 will Jerdd seme important insignls to the problems of aur time,
prablems which have hardly grown less urgert, nor have th ev beon
restlved, since his death in 1964
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