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PRIMITIVE, ARCHAIC, AND MODERN ECONCMIES

his Iabor power, and, maybe, activities in his own domestic
sphere.

Weber says: As a slave working under the lash of his
master is no wore than a tool and is not himself carrying
on an “econcmic mnnﬁg.. neither is the factory worker
in the factory engaged in “economic activity” (though be
may be ..oooboﬁo»ﬁ% active” in his own household!).

This is entirely logical. Since the worker has sold Em
labor power, which is now not his anymore, he is in m..a
factory not choosing or disposing of any kinds of scarce
means of his own. Consequently, it would be senseless 3
argue that he is “economically active” there. However
common usage is very different. To argue that the ﬂouwﬂ
in the factory is ot engaged in any kind of economic ac-
tivity, is not only contrary to common usage, but sounds
like a paradox of questionable taste. The exclusion of
wﬁ&dm« activities of producers from the scope of eco-
nomic activities, is utterly unacceptable to the student of
economic institutions. That the only economic activity car-
Tied on in 2 mine or a factory should be that of the share-
holder who sells his shares, is a useless proposition to the
student of the institution of the mine or factory. Yet Web-
er’s definition denies that even the manager carries on “eco-
pomic activity” in the giant establishment, the operation 0m
which he is directing, since he momw not dispose of Eu ogE

mnvmgmﬁﬂnwabm%nooohoEmouﬁmmﬁomEmnuaomdo_..m.
to clarify the problems of general economic history.

7

The Economy as Instituted Process

Our main purpose in this chapter is to determiné the
eaning that can be attached with consistency to the term
ooouonﬂo, in all the social sciences.

“The simple recognition from which all such attempts
must start is the fact that in referring to human activities
Eo term economic is 2 compound ‘of two meanings that

mﬁw independent roots. We will call them the substantive
.&E the formal meaning.

'The substantive meaning of economic derives from
Hwnm dependence for his living upon nature and his fel-
ows. It refers to Enuﬁﬁ.owmﬁma with his natural and social
environment, insofar as this results in supplying him with
the means of material want-satisfaction.

F

¥RoM Chapter 13, “The Economy as Instituted Process,” pp.
243270, of Karl Polanyi, Conrad M. banumwﬂm. and Harry
W. Pearson (eds.), Trade and Market in the Early Empires,
Glencoe: The Free Press, 1957. Reprinted by permission of
the publisher. [Polanyi packed into this single chapter all the
Euo:mﬁ nouoaunnﬁ categories he devised for mh&.ﬁ_ﬁm non-
market economies: the two meapings of “economic™; reciproc-
ity, redistribution, and (market) exchange; forms of ?ﬁouumb
trade, money uses, and toarkets; operational devices, ete. It is
therefore a dense and difficult essay, and I have made editorial .
insertions more frequently than elscwhere. The Introduction to
volume was written at such length in order to clarify some
of the important analytical concepts mentioned here. See, 2lso,
George Dalton, “Economic Theory and Primitive Society,”
‘dmerican Anthropologist, February 1961; “Traditional Produc-
n.in Primitive African Economies,” The Quarterly Journal
«of Economics, August 1962; “Primitive Money,” American An-
ologist, February 1965. Ed.]
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The formal meaning of economic derives from the logj:
cal character of the means-ends relationship, as apparent
in such words as “economical” or “economizing.” It refers
to a definite situation of choice, namely, that between the,
different uses of meaps induced by an insufficiency of those
means. If we call the rules governing choice of means the,
logic of rational action, then we may denote this variant of
logic, with an imoprovised term, as formal economics.

The two root meanings of economic, the substantive and
the formal, have nothing in common. The latter derive;
from logic, the former from fact. The formal . meaning
implies a set of rules referring to choice between the alter-
native uses of insufficient means. The substantive meaning
implies neither choice nor insufficiency of means; man’y
livelihood may or may not involve the necessity of choice
and, if choice there be, it need not be induced by the limit:
ing effect of a “scarcity” of the means; indeed, some of
the most important physical and social conditions of liveli-
hood such as the availability of air and water or a loving
mother’s devotion to her infant are not, as a rule, so limit:
ng. The cogency that is in play in the one case and in the
other differs as the power of syllogism differs from the
force of gravitation. The laws of the one are those of the,
mind; the laws of the other are those of nature. The two
eanings’ could not be further apart; semantically they lié
in opposite directions of the compass.

It is owr proposition that only the substantive meaning
of economic is capable of yielding the concepts that are:
required by the social sciences for an investigation of all
the empirical economies of the past and present. The ge
eral frame of reference that we endeavor to construct o .
quires, therefore, treatment of the subject matter in sub.
stantive terms. The iminediate obstacle in our path Les, -

indjcated, in that concept of economic in which the tw
meanings, the substantive and the formal, are naively co
pounded. Such a merger of meanings is, of course, un
ceptionable as Jong as we remain conscious of its restri
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effects. But the current concept of economic fuses the
istence” and the “scarcity” meanings of economic
ﬁ,,__&oﬁ a sufficient awareness of the dangers to clear think-
m_w_E&nRuH in that merger. ] .
This combination of terms sprang from logically adven-
fitious circumstances. The last two centuries mnwmnmmm n
Western Hurope and North America an orgapization of
s livelihood to which the rules of nw%mnn happened to
singularly applicable. This form of & economy com-
mom,mhum meﬁwwp of price-making markets. Since acts of
EXl .Fsbmﬁ as practiced under such 2 systena, Edwo?m the
ﬁﬂmaﬂﬁ in choices induced by an insufficiency of

‘means, the system could be reduced to a pattern that Jent

o

f'to the application of methods based on the formal

eaning of ecopomic. As long as the economy was con-
olled by such a system, the formal and the substantive
mwauw@ would in practice coincide. Laymen accepted this
pound concept as a matter of course; a Marshall,
areto, or Durkheim equally adhered to it. Menger alone
his posthumous work criticized the term, but neither he
"Max Weber, nor Talcott Parsons after him, appre-
ended the significance of the distinction for sociological

by

analysis. Indeed, there seemed to be no valid reason .mou
istinguishing between two root meanings of a term which,
ve said, were bound to coincide in practice [when ap-
'to our own economy].
; ile it would have been, therefore, sheer pedantry to
erentiate in common parlance between the two mean-
o5 of economie, their merging in one concept %ﬁﬂﬁ@.
ved a bane to a precise methodology in the social

nomy in human society, was faced with a great variety
‘institutions other than markets, in which man’s livelihood
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help of an analytical method devised for a special form. o
the economy, which was dependent upon the presence o
specific market elements.?
This lays down the rough sequence of the argument.
We will begin with a closer examination of the concepts
derived from the two meanings of economic, starting with

the formal and thence proceeding to the substantive mean-

ing. It should then prove possible to describe the empirical

economies—whether primitive or archaicaccording to the
manper in which the economic process is instituted. The

three institutions of trade, money, and market will provid
a test case. They bave previously been defined in formal
terms only; thus any other than a marketing approach was

barred. Their treatment in substantive terms should then

bring us nearer to the desired universal frame of reference,

The Formal and the Substantive Meanings of ..m.noxoﬂu.n..

Eet us examine the formal concepts starting from th
manner in which the logic of rational action produces
formal economics, and the latter, in turm, gives rise 10
economic analysis. . ‘

%m&oﬁn action js here defined as choice of means io.Te-
lation to ends. Means are anything appropriate to serve the -

end, whether by virtue of the laws of nature or by virtue of '
the laws of the game. Thus “rational” does not refer either
20 ends or to means, but rather to the relating of means to

1The uncritical employment of the compound
ﬁnnam. ﬁrmﬂ may well be called the :ooobwsmmmonmw:nwww.mowﬁ_
Joonmﬁwm in an artificfal identification of the econorny with its
ket form. From Hume and Spencer to Frank H. Knight
and Northrop, social thought suffered from this Jimitation wher-
ever it Hoﬂm&nm_ on the economy. Lionel Robbins’ essay, The Na-
ture and h&:&n&ﬁn of Economic Science (1932), though use-
ful to economists, fatefully distorted the problem. In the field
of anthropology Melville Herskovits’ recent work, Econormic
nthropology (1952), represents a relapse after his pioneering
effort of 1940, The Economic Life of Primitive Peoples. ' -
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nds. It is not assurned, for instance, that it is more rational
wish to live than to wish to die, or that, in the first case,
is more rational to seek a long life through the means of
cience than through those of superstition. For whatever
esend, it is Tational to choose one’s means accordingly;
and as to the means, it would not be rational to act upon
any. other test than that which one happens to believe in.
Thus it is Tational for the suicide to select means that will
ccomplish his death; and if he be an adept of black magic,
to pay a witch doctor to contrive that end.
iThe logic of rational action applies, then, to all con-
eivable means and ends covering an almost infinite variety
human ioterests. In chess or technology, in religious life
hilosophy ends may range from commonplace issues
the most recondite and complex ones. Similarly, in the
feld of the economy, where ends may range from the mo-
tary assuaging of thirst to the attaining of 2 sturdy old
ageii while the corresponding means comprise a glass of
water and a combined reliance on filial solicitude and open-
ilife, respectively. ,
- Assuming that the choice is induced by an insufficiency
of the means, the logic of rational action turns nto that
variant of the theory of choice which we have called formal
economics. It is still logically unrelated to the concept of
the*human - economy, but. it is closer to it by ome step.
Formal economics refers, as we said, to 2 situation of
‘choice That arises OUt of an insuihciency of means. THis 15
En i Sstulate. It requires, first, msuff-
ency o means; second, that choice be induced by that
insufficiency. Insufficiency of means in relation to ends is
‘determined with the help of the simple operation of “ear-
arking,” which demonstrates whether there is or is mot
tenough to go round. For the insufficiency to induce choice
stherel'must be given more than one use to the means, as
wellvas- graded ends, ie., at least two ends ordered in

. “sequence of preference. Both conditions are factual. It is

‘elevant whether the reason for which means can be used
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in one way only happens to be conventional or technologi-
cal; the same is true of the grading of ends.

Having thus defined. choice, insufficiency and scarcity in
operational terms, it is easy to see that as there is choice of
means without nsufficiency, so there is insufficiency of
means without choice. Choice may be induced by a prefer-
ence for right against wrong (moral choice) or, at a cross-
roads, where two or more paths happen to lead to our
destination, possessing identical advantages and disadvan-
tages (operationally induced choice). In either case an
abundance of means, far from diminishing the difficulties
of choice, would rather increase them. Of course, scarcity
may or may not be present in almost all fields of rational
action. Not all philosophy is sheer imaginative creativity, it
may also be a matter of economizing with assumptions.

O.ﬁ to get back to the sphere of man’s livelihood, in some
&%mmonm scarcity situations seema to be almost excep-.
tional, in others they appear to be painfully general. In"

either case the presence or absence of scarcity is a question

of fact, whether the insufficiency is due to Nature or to

Law.

Last but not least, economic analysis. This discipline re-
sults from the application of formeal economics to an econ-
omy of a-definite type, namely, a market system. The econ-
omy is here embodied in institutions that cause individual *

nw.nomomm to give rise to interdependent movements that con.
.mH..ﬁm the economic process. This is achieved by generaliz-
ing the uvse of price-making markets. All goods and serv.

ices, including the use of Izbor, land, and capital are
available for purchase in markets and have, therefore,:a’:

price; all forms of income derive from the sale of goods
and services—wages, rent, and interest, respectively, ap
pearing only as different instances of price according to
the items sold. The gemeral introduction of purchasin;
power as the means of acquisition converts the process;o:
meeting requirements into an allocation of insufficient
means with alternative uses, namely, money. It follows thaf
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“both the conditions of choice and its consequences are

quantifiable in the form of prices. It can be asserted that

by :concentrating on price as the economic fact par excel- I

ence, the formal method of approach offers a total de-
scription of the economy as determined by choices induced
by an insufficiency of means. The conceptual tools by which
this. is performed make up the discipline of economic
From this follow the limits within which economic analy-
sis'can prove effective as 2 method. The use of the formal
ni¢aning denotes the economy as a sequence of acts of
_ izing, i.e., of choices induced by scarcity situations.
While the rules governing such acts are universal, the ex-
t to which the rules are applicable to a definite economy
ends upon whether or not that economy is, in actual
' a’sequence of such acts. To produce quantitative re-
ults, the locational and appropriational movements, of
which ‘the economic process consists, must here present
emselves as functions of social actions in regard to fnsuf-
ient means and oriented on resulting prices. Such a situa-
btains only under a market system.
The relation between formal economics and the human
omy is, in effect, contingent. Outside of a system of
n?Emﬁbm markets economic analysis loses most of its
vance as a method of inquiry into the working of the
economy. A centrally planned ecomomy, relying on non-
market, prices 5 a well-known instance.
iThe fount of the substantive concept is the empirical
omy. It can be briefly (if not engagingly) defined as an
instituted process of interaction between man and his en-
yironment, which results in a continuous supply of want-
satisfying material means. Want-satisfaction is “muaterial,”
it involves the use of material means to satisfy ends; in
thecase. of a definite type of physiological wants, such as
;shelter, this includes the use of so-called services
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The economy, then, is an instituted process. Two_con:

vyt s

cepts Stand out,tHat of “process™ and its ~institutedness.”
Let us see what they contribute to our frame of reference

Process suggests analysis in terms of motion. The move-
ments refer either to changes in location or in appropria
tion or both. In other words, the material elements ma
alter their position ejther by changing place or by changing
“hands™; again, these otherwise very different shifts of posi.
tion may go together or not. Between them, these two kinds
of movements may be said to exhaust the possibilities co
prised in the economic process as a patural and social
phenomenon.

Locational movements include production, alongside- o
fransportation, to which the spatial shifting of objects.i
equally essential. Goods are of a lower order or of a highe
order, according to the manner of their usefulness from
the consumer’s point of view. This famous “order .-
goods” sets consumers’ goods against producers’ goods, mo.
cording to whether they satisfy wants directly, or only i E
directly, through a combination with other goods. This g
of movement of the elements represents an essential of
economy in the substantive sense of Ea term, umB%
production.

The appropriative movement governs both what is E&
ally referred to as the circulation of goods and their ‘ad
ministration. In the first case, the appropriative movemen
results from transactions, in the second case, from disposi
tions. Accordingly, a transaction is an appropriative mov
ment as between hands; a disposition is a one-sided act o
the hand, to which by force of custom or of law definite
appropriative effects are attached. The term “hand™ her
serves to denote public bodies and offices as well as private
persons or firms, the difference between them being mainl
a matter of internal organization. It should be noted, hos
ever, that in the nineteenth century private hands wer:
commonly associated with transactions, while public Mumﬁmm
were usually credited with dispositions.
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-Jn, this choice of terms a numober of further definitions
implied. Social activities, insofar as they form part of
: process, may be omnmm econonic; mnmnEmoum are so

atura] environment, the mechanical equipment, or the ho-

man setting. Thus a series of concepts, old and new, acerue
frame of reference by virtue of the process aspect

229&8& H@mao& Hom anmeomr E&o%oa m.EJ
ychological interaction of elements, that economic proc-
would possess no all-round reality. It contains no more
Than thebire bones of the processes of production and
transportation, as well as of the appropriative changes. In
'absence of any indication of societal conditions from
ich‘the motives of the individuals spring, there would be J/
le;Vif ‘anything, to sustain the interdependence of the
ements and their recurrence on which the unity and the
ility-of the process depends. The interacting elements
atuire ‘and humanity would form no coherent unit, in
ect, no structural entity that could be said to have a func-
society or to possess a2 history. The process would
Mhe very qualities that cause everyday thought as well
cholarship to turn toward matters of human livelihood
field of eminent practical interest as well as theoretical
:moral dignity.
Hence- the transcending importance of the institution
tocess level

yor.belt in the constructing of an automobile is, pricaa
mere jigsawing of human and non-human move--
Frém the institutional point of view it is a mere
terms like labor and capital, craft and union,

-and speeding, the spreading of risks and the other
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semantic units of the social context. The choice betwee
capitalism and socialism, for instance, refers to two diffe
ent ways. of instituting modern technology in the pro

of production. On the policy level, again, the industrializa~
tion of underdeveloped countries involves, on the one han
alternative techniques; on the other, alternative methods of
instituting them. Our conceptual distinction is vital for any
understanding of the imterdependence of techmology and
institutions as well as their relative independence.

The instituting of the economic process vests that process
with unity and stability; it produces a structure with a
definite function in society; it shifts the place of the waooawm
in society, thus adding significance to its history; it cen;
ters interest on values, motives and policy. Unity and sta-
bility, structure and fumction, history and policy spell o
operationally the content of our assertion that the human
economy is an instituted process.

The human economy, then, is embedded and enmeshed
.F institutions, econonmc and mon-economic. The mclusion’
of the non-ecconomif ¥ vital. For religion or governmen
may be as imporiant for the structure and functioning .o.
the economy as monetary institutions or the availability o
tools and machines themselves that lighten the toil of labor

The study of the shifting place occupied by the econ:
omy in society is therefore no other than the study of th
manner in which the economic process is instituted at dif
ferent times and places.

This requires a special tool box.

Reciprocity, Redistribution, and [Market] Exchange® =

A study of how empirical economies are fnstituted shoul
start from the way in which the economy acquires unit
and stability, that is the interdependence and recurrence ..

wﬁgodmwoarwogﬁﬂmmﬁwwawwnwﬁo.agwﬂ
change. Ed.] e «
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iparts. This is achieved through a combination of a very
few patterns, which may be called forms of integration.
Since they occur side by side on different levels and in
different sectors of the ecomomy it may often be impos-
sible to select one of them as dominant so that they could
be employed for a classification of empirical economies as

whole. Yet by differentiating between sectors and levels
of the economy those forms offer a means of describing
thei economi¢ process in comparatively simple terms,
thereby introducing a measure of order into its endless var-~
jations.

‘Bmpirically, we find the main patterns to be reciprocity,

-

edistribution, and exchange. Reciprocity denotes move-

ents between correlative points of symmetrical groupings;
redistribution designates appropriational movements toward
“srcénter and out of it again; exchange refers here to vice
ersa movements taking place as between “hands” under
market system. Reciprocity, then, assumes for a back-
ground symmetrically arranged groupings; redistribution is
ependent upon the presence of some measure of centricity
the. group; exchange in order to produce integration re-
wires 2 system of price-making markets. It is apparent
that the different patterns of integration assume definite in-
titutional supports. s
‘At this point some clarification may be welcome. The
rms’ reciprocity, redistribution, and exchange, by which
veirefer-to our forms of integration, are often employed
denote personal interrelations. Superficially, then, it might
cern. as if the forms of integration merely reflected aggre-
stesof ‘the respective forms of individual behavior: If
mitnality between individuals were frequent, a reciproca-
tiverintegration would emerge; where sharing among in-
dividuals was common, redistributive integration. would be
esent; similarly, frequent acts of barter between individ-
fials“would result in exchange as a form of integration.
this were so, our patterns of integration would be in-
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deed no more than simple aggregates of corresponding
forms of behavior on the personal level. To be sure, w
insisted that the integrative effect was conditioned by th
presence of definite institutional arrangements, such as syin
metrical organizations, central points, and market systems
respectively. But such arrangements seem to represent .a
mere aggregate of the same personal patterns the eventual/
effects of which they are supposed to condition.

The significant fact is that mere aggregates of the pe:
sonal behaviors i question do not by themselves produc
such stroctures. Reciprocity behavior between individu
integrates the economy only if symmetrically organized:
structures, such as a symumetrical system of kinship group:
are given. But a kinship system never arises as the result
mere reciprocating behavior on the personal level. Similarl
to regard to redistribution. It presupposes the presence o
an allocative center in the community, yet the organizatio
and validation of such a center does not come about merel
as a consequence of frequent acts of sharing as betwes
individuals. Finally, the same is true of the market system’
Acts of exchange on the personal level produce prices onl
if they occur under a system of price-making markets,, an
institutional setup which is nowhere created by mere ran
dom acts of exchange,

We do not wish to imply, of course, that those sup
porting patterns are the outcome of some mysterious forces
acting outside the range of personal or individual behavio
We merely insist that if, in any given case, the societal
effects of individual bebavior depend on the presence
definite institutional conditions, these conditions do not fo
that reason result from the personal behavior in question.
Superficially, the supporting pattern may seem to. resul
from.a cumulation of a corresponding kind of persons
behavior, but the vital elements of organization and valida:
tion are necessarily contributed by an altogether differem
type of behavior. : .

ECONOMY AS TNSTITUTED PROCESS

e first writer to our knowledge to have hit upon the
tual connection between reciprocative behavior on the
%ﬂwnaob& level, on the one hand, and given sysmetrical
roupings, on the other, was the anthropologist Richard
Thurpwald, in 1915, in an empirical study on the mar-
¢'system of the Banaro of New Guinea. Bronislaw Mali-
owski, some ten years later, referting to Thurnwald,
cted that socially relevant reciprocation would regu-

y be found to rest on symmetrical forms of basic social
rganization. His own description of the Trobriand kinship
stem as well as of the Kula trade bore out the point.
ad was followed up by this writer, in regarding

try as merely one of several supporting patterns. He
added redistribution and exchange to reciprocity, as

er forms of integration; similarly, he added centricity

is should help to explain why in the economic sphere
ersonal behavior so often fails to bave the expected

tal effects in the absence of definite institutional pre-
ns..Only in a symmetrically organized environment
iprocative behavior result in economic institutions of
ortance; .only -where allocative centers have Deen

n individual acts of sharing produce a redistribu-

oray; and only in the presence of a system of price-

making markets will exchange acts of individuals result in ¥

_prices that integrate the economy. Otherwise ,L &

hacts-of barter will remam ineffective and therefore
~to-occur. Should they nevertheless happen, in a
dory; fashion, a violent emotional reaction would set in,
\,E_wwﬁ. acts of indecency or acts of treason, since trad-
ehavior is never emotionally indifferent behavior and is
therefore, tolerated by opinion outside of the approved

oW return to our forms of integration.
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A group that deliberately undertook to organize its eco
nomic relationships on a reciprocative footing would, -to
effect its purpose, have to split up into sub-groups the cor:
responding members of which could identify one another

as such. Members of Group A would then be able to es-|
tablish relationships of reciprocity with their counterparts -
in Group B and vice versa. But symunetry is not restricted .
to duality. Three, four, or more groups may be symmets :

rical in regard to two or more azes; also members of th
groups need not reciprocate with one another but may do
50 with the corresponding members of a third group to.
ward which they stand in analogous relations. A Trobriamn
man’s responsibility is toward his sister’s family. But h
himself is not on that account assisted by his sister’s hus.
band, but, if he is married, by his own wife’s brother—
member of a third, correspendingly placed family. ’
Aristofle taught that to every kind of community (kot
onia) there corresponded a kind of good will (philia)
amongst its members, which expressed itself in reciprocity
(antipeponthos). This was true both of the more perma.
nent communities such as families, tribes, or city state
as of those less permanent ones that may be comprised in,
and subordinate to, the former. In our terms this implies
a tendency in the larger communities to develop a multipl
symmetry in regard to which reciprocative bebavior ma
develop in the subordinate communities. The closer the
members of the encompassing community feel drawn 't
one another, the more general will be the tendency amon
thera to develop reciprocative attitudes in regard to specifi
relationships limited in space, time, or otherwise. Kinship
neighborhood, or totene belong to the more permanent an
comprehensive groupings; within their compass voluntary
and semi-voluntary associations of a military, vocational;
religious, or social character create situations in which, a
least transitorily or in regard to a. given locality or a typi
cal situation, there would form symruetrical groupings th
members of which practice some sort of mutuality. -
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ciprocity os ¢ form of integration gains greatly in
ower through its capacity of employing both redistribution
nd exchange as subordinate methods.® Reciprocity may be
attained through a sharing of the burden of labor accord-
o definite rules of redistribution as when taking things

' turn.” Simodlarly, reciprocity is sometimes attained
throiigh exchange at set equivalencies for the benefit of the
E.B‘Q.‘ who happens to be short of some kind of neces-
ities—a fundamental institution in ancient Oriental societies.
non-market economies these two forms of integration
“reciprocity and redistribution—oceur in effect usually to-

Redistribution obtains within a group to the extent to
vhich the allocation of goods is collected in one hand
and takes place by virtue of custom, law, or ad hoc central
leCision. Sometimes it amounts to a physical collecting
womm&wmuu& by storage-cum-redistribution, at other times

Zollecting” is not physical, but merely appropriational,

'yights of disposal in the physical location of the goods.

edistribition occurs for many reasoms, ‘on all civiliza-

s

u Hmﬁ&m from the primitive hunting tribe to the vast

.Hm&mﬁgﬂo_p necessary; in other cases it is caunsed
B.mumbow E point of time, as between wmﬁmmﬁ _..Sm

vould lead to disintegration of the horde, or band,
nly “division of labor” can here ensure results; a
ution of purchasing power may be valued for its
€, i.e., for the purposes demanded by social ideals

g
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distribution may also apply to a group smailer than society, :
such as the household or manor irrespective of the way in

which the economy as a whole is integrated. The best:
known instamces are the Central African kraal, the He-
brew patriarchal household, the Greek estate of Aristotle’
tine, the Roman familia, the medieval manor, or the typi
cal large peasant household before the general marketing
of grain. Only under a comparatively advanced form o
agricultural society, however, is householding practicable,
and then, fairly general. Before that, the widely spread
“small family” is not economically instituted, except for
some cooking of food; the use of pasture, Iand, or cattle
Is still dominated by redistributive or reciprocative methods
on a wider than family scale. .

Redistribution, too, is apt to integrate groups at all Jevels
and all degrees of permanence from the state itself to units
of a transitory character. Here, again, as with reciprocity,
the more closely knit the encompassing unit, the more varied
will the subdivisions be in which redistribution can effec-
tively operate. Plato taught that the number of citizens in
the state should be 5040. This figure was divisible in 59
different ways, including division by the first ten numerals,
For the assessment of taxes, the forming of groups for
business transactions, the carrying of military and other
burdens “in turn,” ete., it would allow the widest scope, he
explained. o

Exchange in order to serve as a form of integration T
quires the support of a system of price-making markets,
Three kinds of exchange should therefore be distinguished’
The merely locational movement of a “changing of placesT

ange); the appropria
tional movements of exchange, either at a set rate (deci:
sional exchange) or at a bargained rate {integraiive ¢
change). Insofar as exchange at 2 set rate is in questi
the economy is integrated by the factors, which fix th
Tate, not by the market mechanism. Even price-making
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markets are integrative only if they are linked up in 2 &ﬁ
System that tends to spread the effect of prices to markets >
other than those directly affected.
{"Higgling-haggling has been rightly recognized as being of
the essence of bargaining behavior. In order for exchange
to°be ‘integrative the behavior of the partmers must be
oriénited on producing 2 price that is as favorable to each
partner as he can make it. Such a behavior contrasts sharply
with that of exchange at a set price. The ambiguity of the
térm “gain” tends to cover up the difference. Exchange
et prices fnvolves no more than the gain to either party
plied in the decision of exchanging; exchange at fluctuat-
prices aims at a gain that can be attained only by an
e involving a distinctive antagonistic relationship be-
the partners. The element of antagonism, however
d, that accompanies this variant of exchange is inerad-
ble. No community intent on protecting the fount of
lidarity between its members can allow latent hostility
“develop around a matter as vital to physical existence
and, therefore, capable of arousing as tense anxieties as
d. Hence the universal banning of transactions of a gain-
ture in regard to food and foodstuffs in primitive
archaic society. The very widely spread ban on higgling- &
haggling over victuals automatically removes price-
aking mumuwﬁm from the realm of early institutions.
itional groupings of economies, which roughly ap-
te a classification according to the dominant forms
tegration, are illuminating. What historians are wont.
all “economic systems” seem to fall fairly into this pat-
; Dominance of a form of integration is here identified
k.ithe degree to which it comprises land and labor in
ty.-So-called savage society, is characterized by the inte-
on of Iand and labor into the economy by way of the
f kinship, In feudal society the ties of fealty determine
edfate of land and the labor that goes with it. In the flood-

oo

water; empires land was largely distributed and sometimes
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redistributed by temple or palace, and so was labor, at least
in its dependent form. The rise of the market to a ruling
force in the economy can be traced by noting the extent
1o which land and food were mobilized through [market]
exchange, and labor was turned into a commodity free 1o
be purchased in the market. This may help to explain
the relevance of the historically untenable stages theory of
slavery, serfdom, and wage labor that is traditional with
Marzism~2a grouping, which flowed from the conviction
that the character of the economy was set by the status of
Iabor. The integration of the soil into the economy, how-
ever, should be regarded as hardly less vital.

In any case, forms of integration do not represent
“stages” of development. No sequence in time is implied.
Several subordinate forms may be present alongside of the
dominant one, which may itself recur after a temporary
eclipse. Tribal societies practice reciprocity and redistribu-
tion, while archaic societies are predominantly redistribu-
tive, though to some extent they may allow room for ex-
change. Reciprocity, which plays a dominant part in some
Melanesian comroumities, occurs as a not-unimportant al-
though subordinate trait in the redistributive archaic em-
pires, where foreign trade (carried on by gift and counter-
gift) is still largely organized on the principle of reciprocity.
Indeed, during 2 war emergency it was reintroduced on a
large-scale in the twentieth century, under the name of lend-
lease, with societies where otherwise marketing and ex-
change were dominant. Redistribution, the ruling method in
tribal and archajc society beside which exchange plays only
a minor part, grew to great importance in the later Roman
Empire and is actually gaining ground today in some mod-
ern industrial states. The Soviet Unjon is an extreme in-
stance. Conversely, more than once before in the course of
human history markets have played a part in the economy,
although never on a territorial scale, or with an institutional
comprehensiveness comparable to that of the nineteenth
century. However, here again a change is noticeable. In our
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entury, with the lapse of the gold standard, a recession
the world role of markets from their nineteenth-century
ak set in—a twrn of the trend which, incidentally, takes
Jack:to our starting point, namely, the increasing inade-
vacy of our Limited marketing definitions for the purposes
f.the social scientist’s study of the economic field.

Eﬁ,nwm.um»»ﬁou of trade and money-nstitutions is incisive:

the market appears as the locus of exchange,

de. is. the actual exchange, and money as the means of
change. Since trade is directed by prices and prices are a
function of the market, all trade js market trade, just as
money is exchange money. The market is the generat-
institution of which trade and money are the functions.

ich notions are not true to the facts of anthropology
 history. Trade, as well as some money uses, aré as
old_as mankind; although rmeetings of an economic charac-
‘may have existed as early as the neolithic, markets did
tigain importance until comparatively late in history.
Price-making markets, which alone are constitative of a
et system, were to all accounts non-existent before the

first millennium of antiquity, and then only to be aonwmma by
er forms of integration. Not even these main facts,

mn .mp ught to be limited to the exchange form Om inte-
ation, as its specifically economic form. The long periods
istory when reciprocity and redistribution integrated the
1y, and the considerable ranges within which, even
modern times, they continued to do so, were put out of

by a Testrictive terminology.

: B.Boﬂ invariably, Polanyi means by “irade,” foreign or
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Viewed as an exchange system, or, in bref, catallacti-
nm.mﬁm trade, money and market form an indivisible whole.
Their common conceptual framework is the market. Trade
appears as a two-way movement of goods through the mar-
ket, mw&. money as quantifiable goods used for indirect ex-
change in order to facilitate that movement. Such an ap-
mﬁowmw. Eﬁm induce a more or less tacit acceptance of the
wa.E.aﬂo principle according to which, where trade is i
mﬁmmuom markets should be assumed, and where money
1s in evidence trade, and therefore markets, should be as-
sumed. Naturally, this leads to seeing markets where there
are none and ignoring trade and money where they are
Hﬁwmgﬁ because markets happen to be absent. The cumu-
Hm_.uﬁ effect must be to create a stereotype of the econo-
mies of less familiar times and places, something in the
way of an artificial landscape with only little or no re-
semblance to the original. :

A separate analysis of trade, money, and markets is there-
fore in order.

1. Forms of Trade

From: the substantive point of view, trade is a i
peaceful method of acquiring goods which are M.Mmm MMMM
..w.E.m. on the spot. It is external to the group, similar to ac-
tivities that we are used to associating with hunts, slaving
aumm.m.ﬁoum. or piratic raids. In either case the point is ac:
mﬁmn.sb and carrying of goods from a distance. What dis-
tinguishes trade from the questing for game, booty, plun-
M.M“ nwm:..m woods, “.. exotic anirnals, is the two-sidedness of

ovement, which i
ity ropatar e ow.HmO ensures its broadly peaceful and.

5[Polanyi means by “catallactic,” pertaiain :
. ¢ pe g to market ex-
m&mbmn. Throughout this essay I have substifuted the sonmm

Eﬂwoao_..:mogﬁa ... ,. i
ot B oouoEpom“oH.EmnwnaonoboEHnmu.umon
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“From the market viewpoint, [all] trade is the movement
zoods on their way through the market. All copumodi-

es—goods produced for sale—are potential objects of trade; ™

Gommodity is moving in one dixection, the other in the
posite” direction; the movement is controlled by prices:

¢ and market are co-terminous. All trade is mparket
rade”

T Again, like hunt, raid, or expedition under native condi-
ns; [external] trade is not so much an individual as 2
op activity, in this respect closely akin to the organ-
ation of wooing and mating, which is 6ften concerned with

e, acquisition of wives from a distance by more or less
deful means. Trade thus centers in the meeting of dif-

erent ‘communitics, one of its purposes being the exchange

£ $oods. Such meetings do not, like price-making markets, ¥

roduce rates of exchange, but on the contrary they rather

wppose such rates. Neither the persoss of individual
ders hor motives of individual gain are involved. Whether

‘hief or king is acting for the community after having

ted the “export” goods from its members, or whether
the: group meets bodily their counterparts on the beach for
‘purpose of exchange—in cither case the proceedings are
essentially collective. Exchange between “partners in trade”
frequent, but so is, of course, partnership in wooing andy
mating. Individual and collective activities are intertwined.
Emphasis on “acquisition of goods from 2 distance”
constitutive element in trade should bring out the domi-
.zole played by the import interest in the early history
‘trade, In the nineteenth century export interests loomed
[arge—a typical market phenomenon.
nee something must be carried over a distance and that

\inftwo opposite directions, trade, in the nature of .things,

asta mumber . of constituents such as persennel, goods,
g, and two-sidedness, each of which can be broken
-according to sociologically or technologically signifi-
jteria. In following up those four factors we may
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Hpowmaouomgmoﬁmﬁmbmmwoﬁ%wnwmaﬁbmm_mooomnma
in society. i

First, the persons engaged in trade.

“Acquisition of goods from a distance” may be practiced
either from motives attaching to the trader’s standing i
society and, as a rule, comprising elements of duty or publi
service (status motive); or it may be done for the saki
of the material gain accruing to him personally from th
buying and selling transaction in hand (profit motive).. .

In spite of many possible combinations of those incen:
tives, honor and duty on the one band, profit on the other
stand out as sharply distinet primary motivations. If th
“status motive,” as is quite often the case, is reinforced
by material benefits, the latier do not as a rule take thy
form of gain made on exchange, but rather of treasure o
endowment with landed revenue bestowed on the trader by
king or temple or lord, by way of recompense. Things being

what they are, gains made on exchange do not usually add ;

up to more than paltry sums that bear no comparison with
the wealth bestowed by his lord upon the resourceful and.
successfully venturing trader. Thus be who trades for the’
sake of duty and honor grows rich, while he who trades for -
filthy Iucre remains poor—an added reason why gainful mo-
tives are under a shadow in archaic society. T
Anothber way of approaching the question of personne]
is from the angle of the standard of life deemed appro-
w&mﬁ to their status by the commmunity to which they be-
ong. :
Archajc society in general knows, as a rule, no other fig-:
ure of a trader than that which belongs either to the top,
or to the bottom rung of the social ladder. The first i
connected with rulership and government, as required by
the political and military conditions of trading, the other -
depends for his livelihood on the coarse labor of carrying. .
This Tact is of great importance for the understanding of .
the ‘organization of trade in ancient times. There can be
no middle-class trader, at least among the citizenry. Apart
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e Far Bast, which we must disregard here, only three

ificant -instances of a broad commercial u.ma&m class
np mmuomg times are on record: the Hellenistic merchant
Sflargely metic [resident alien] ancestry in the eastern Med-
ean, city-states; the ubjquitous Islamitic merchant

1( m..wmn&.mmﬂmbmmmo maritime traditions on to Em,ﬁmwm

of ithe bazaar; lastly, the descendants of Pirenne’s “float-

wm.s.wnﬂwmﬂmubm.ﬁomﬁwmonem 8umnm2m_9mmo
he second third of the Middle Ages. The classical Greek
C wumooENmn by Aristotle was a landed class,
mmercial class at all. )
third manner of approach is more. closely Emﬁoﬁnm_a
e trader types of antiquity were the famkarum, the metic,
ident -alien, and the “foreigner.”
tamkarum dominated the Mesopotarmnian. scene from
ommmmw&wb&omg% to the rise of Islam, i.e., over some
000, -vears.. Egypt, China, India, Palestine, pre-conquest
ssoamerica, or native West Africa knew no other type of
The metic became first historically conspicuous m
Athens. and some other Greek cities as 2 lower-class mer-
hant..and rose with Hellenism to become the prototype of

hrbemprierey

‘n.,.nmﬁuoaﬁmdmﬂmnonoaﬁmn&&ﬁﬁ&mﬁmmm
Mmmﬁmmo.mﬁmum @»ﬁ% to the Pillars of Hercules. The »m.?
ners, of course, ubiquitous. He carries on trade with
.crews. and in foreign ships; he neither .émﬂbm%
o%oBBﬁ&? nor enjoys the semi-status of resident

; is a member of an altogether different commu-

nrth - distinetion is anthropological. It provides the
to-that ,,@.aoﬁﬁmu figure, the trading foreigner. E..,bodww
number of “trading peoples” to which these “foreigners
clonged was comparatively small, they accounted for the
Iy spread institution of “passive trade.” >maoumm» them-
,. differed again in an important Te-
ect:. trading peoples proper, as we may call them, were
s vely dependent for their subsistence on. trade in

1

.directly or indirectly, the whole population was en-
161
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gaged, as with the Phoenicians, the Rhodians, the nhabit:
ants of Gades (the modem Cadix), or at some periods
Armenjans and Jews; in the case of others—a more numer:
ous group—irade was only one of the occupations in which
from time to time a considerable part of the population
engaged, traveling abroad, sometimes with their farnilies;
over shorter or longer periods. The Hausa and the Man-
dingo in the Western Sudan are instances. The latter are
also known as-Duala, but, as recently turned out, only
when trading abroad. Formerly they were taken to be 'a
separate people by those whom they visited when trading’.

Second, the organization of trade in early times must
differ according to the goods carried, the distance to be
traveled, the obstacles fo be overcome by the carriers, the
political and the ecological conditions of the venture. For
this, if for no other reason, all trade js originally mﬁmn&o
[ie., expeditions to acquire specific items]. The goods and
their carriage make it so. There can be, under these con:
ditions, no such thing as trading “in general.”

Unless full weight is given to this fact, no ﬁumoumﬂmbm_bm
of the early development of trading institutions is possible;
The decision to acquire some kinds of goods from a nmmbno
distanice and place of origin will be taken under circum’
stances different from those under which other kinds of
goods would have to be acquired from somewhere els
Trading ventures are, for this reason, a discontinuous aff:
They are restricted to concrete undertakings, which are
liquidated one by one and do not tend to develop into 2
continuous enterprise. The Roman societas, like the lat
commenda, was a trade partnership limited to one undertak:
ing. Only the societas publicanorum, for tax farming and
contracting, was incorporated—it was the one great ex!
ception. Not before modern times were permanent trade
associations known.

of things by the necessity of acquiring the imported goods
with exported ones, For under non-market conditions im
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sand ‘exports tend to fall under different regimes. The
e8¢ through which goods are collected for ezport is
tiy'separate from, and relatively independent of, that by
chithe:imported goods are repartitioned. The first may
thatter-of tribute or taxation or feudal gifts or under
hatever :other designation the goods flow to the center,
the repartitioned imports may cascade along different

Hammurabi’s “Seisachtheia” appears to make an ex-

who wished to exchange them for their own produce.
En H.H?noupnmm" Houm,&mgom trading of the

t'nature made distinct, the Hbmnw@» makes homoge-
iBvén the difference between goods and their traos-
w.._Emu be obliterated, since in the market both can
ght and sold—the one in the commodity market, the
nthe freight and insurance market. In either case
isupply and demand, and prices are formed in the
fashion, Carrying and goods, these constituents of
cquire ‘2 common denominator in terms of cost.
ccupation - with the market and its artificial homoge-
us- rakes for good economic theory rather thanm
‘economic history. Eventually, we will find that
outes, t0o, as well as means of transportation may
ess incisive importance for the institutional forms
hdeathan the types of goods carried. For in all these
e geographical and technological nob&.ponm inter-
te:with the social structure.
g to-the rationale of two-sidedness we Bwﬁ dﬁmu
stypes of trade: gift trade, administered trade,

am?@ug% Kula partners, and other visiting
millennia trade between empires was carried
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have met quite as well the needs of the situation. The o

ganization of trading is here usually ceremonial, involving
Bﬁ.u..cm.— presentation, embassies, or political dealings between
chiefs or kings. The goods are ireasure, objects of elite

circulation; in the border case of visiting parties they may,
be of a more “democratic” character. But contacts are ten-
uous and exchanges few and far between.

Administered trade has its firm foundation in treaty rela-

tionships that are more or Jess formal. Since on both sides..

the import interest is as a rule determinative,

through government-controlled chapmels. The export trade-

is wsually organized in a similar way. Consequently, th

whole of trade is carried on by administrative methods,

This extends to the marner in which business is {ransacted,

wﬂn?&bm. arrangemenis comcerning “rates” or proportions
of the units exchanged; port facilities; weighing; checking of -

quality; the physical exchange ‘of the goods; storage; safe
keeping; the control of the trading personnel; regulation o
“payments”; credits; price differentials. Some of these mat
ters would naturally be linked with the collection of th

HN& in regard to quality and package, weight, and othe
easily ascertainable criteria. Only such “trade goods™ can
be traded. Equivalencies are set out in simple unit relations
in principle, trade is ope-to-one. - :

Higgling and haggling is not part of the proceedings
equivalencies are set once and for all. But since to meet
nw._mbmu.bm circumstances adjustments canpot be avoided,

gling-haggling is practiced only on other items than

ZHETECONOMY AS INSTITUTED PROCESS

ey:must adjust to actual supply situations, as in an emer-
ncy,; this is phrased as trading two-to-one or two-and-a-
half-to-one, or, as we would say, at 100% or 150% profit.
his:method of haggling on profits at stable prices, which
have been.fairly general in archaic society, is well
nthenticated from the Central Sudan as late as the nine-
nth: centory. -
‘Administered trade presupposes relatively permanent
trading ‘bodies such as governments or at least companies
hartered by them. The understanding with the natives may
{tacit, as in the case of traditional or customary rela-
nships.--Between sovereign bodies, however, trade as-
nes formal treaties even in the relatively early times of
e second millennium B.C.
Once -established in a region, under solemn protection
the gods, administrative forms of trade may be prac-
ced without any previous treaty. The main institution, as
ow:begin to realize, is the port of trade, as we here
this site. of all administered foreign. trade. The port of
rade offersi military security to the inland power; civil pro-
tion'ito” the foreign trader; facilities of . anchorage, de-
kation and storage; the benefit of judicial anthorities;
eement on the goods to be traded; agreement concern-
e “proportions” of the different trade goods in the
mixed:packages or “sortings.”
Market ‘trade is the third typical form of trading. Here
change is the form of integration that relates the partners
each other. This comparatively modern variant of trade
ed artorrent of material wealth over Western Europe
orth-America. Though presently inm recession, it is

d trade, see Essays 9, 10, and 11 in this volume; also
ry Arnold, “A Port of Trade: Whydah on the Guinea
rade and Market in the Early Empires. Bd.]
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we E.mﬂ the mou.mn& result known as market trade? .
Stictly speaking, such questions are precluded undei

Eamﬂm%om&o_ommo%nn i
ﬁwmﬁmoouoﬁom“éwm
to fuse trade and market inseparably. . ﬁgm,m

2. Money Uses

The definition of money i
tion Y In market economics is
of means of indirect exchange. Modern money is cmmmﬁww
wwumsmﬁ mum.ma a “standard” precisely because it is a means
commercial] exchange. Thus our money is “all-purpos
Inoney. .099. uses of money are merely
1ants of its exchange use, and all money
=wmﬂ the existence of markets.
e substantive definition of moneyv, I
o v, like that of
Hm Emmmﬁuamﬂ ..u». markets. It is derived from mnmb&,nﬁ “MM
o which quantifiable objects are put. ‘These uses are pa;
Mponp mﬂmbmﬁm and exchange. Money, therefore, is definéd
ere as quantifiable objects em i .
ra is whether ind
uﬁ%&a« of those uses are possible. ependent defk
e definitions of the various 0
e s ; money uses contain two
mmmgm. the sociologically defined situation in which the
oy anses, and the operation performed with the money
objects i that situation. M
Payment is the dischar igations i
! ge of obligations in which quanti-
fiable objects change hands. The situation refers wwm not
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pe-kind of obligation only, but to several of them, since
if:an object is used to discharge more than one obliga-
an we speak of it as “means of payment” in the dis-
1ive sense of the term (otherwise merely an obligatio
be discharged in kind is so discharged). :
The payment use of money belongs to its most common
in early times. The obligations do not here commonly
ting from [economic] transactions. In unstratified primi-
ciety payments ate regularly made in connection with
stitutions of bride-price, blood-money, and fines.?” In
rchaic society such payments continue, but they are over-
dowed by customary dues, taxes, rent, and tribute that
se. to payments on the largest scale.
¢:standard, or accounting use of money is the equating
amounts of different kinds of goods for definite purposes.
“sitnation” is either barter or the storage and manage-
ent: of :staples; the “operation™ consists in the. attaching
umerical tags to the various objects to facilitate the
anipulation of those objects. Thus in the case of barter,
ummation of objects on either side can eventually be
equated; in the case of the management of staples the pos-
ihility- of planning, balancing, budgeting, as well as gen-
ralaccounting is attained.
The standard use of money is essential to the fexibility
‘redistributive system. The equating of such staples as
rley;-ofl,-and wool, in which taxes or rent have to be
id,:or, alternatively, rations or wages may be claimed,
tal, since it ensures the possibility of choice between
different staples for payer and claimant alike. At the
same:time the precondition of large scale finance “in kind”
ted, which presupposes the notion of funds and bal-
ces;; in other words, the interchangeability of staples.
The.exchange use of money axises out of a need for quan-
e objects for indirect exchange. The “operation” con-

,‘Hmmn Essay 8 of this volume, “The Semantics of Money-
Vses”;also George Dalton, “Primitive Money,” American An-
thropologist, Febrnary 1965. Ed.]
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sists in acquiring units of such obj i
: f jects through direct ex-:
change, in order to acquire the desired objects through a:

further act of exchange. Sometimes the money obje
qum_wEm from the start, and the twofold mwogwmo uw MM.,MW
esigned to net an increased amount of the same objects
mﬁb 2 use of quantifiable objects develops not from H.mb.
om mo.ﬁm of barter—a favored fancy of eighteenth-century
Eﬂommwmumlgﬂ rather in connection with organized trade,
especially in markets. In the absence of markets the nwu
nE.Ema use of money is no more than 2 subordinate culture
trait. The surprising reluctance of the great trading peo-
wmwm of antiquity such as Tyre and Carthage to adopt coins
new form of money eminently suited for exchange, ma ;
have been due to the fact that the trading ports of the MQBM

- # mercial empires were not organized as markets, but ag

“ports of trade.”
Two extensions of the meaning of money should be

noted. The one extends the definition of money other than -

physical objects, namely, ideal [or i i
¢ 1y, accounting] units; the
“Mwon MWoH@Emm alongside of the three conventional money
©s, also the use of money objects as operational devices.

Ideal wmits are mere verbalizations or written sym- -

bols employed as if they were quantifiable units, mainly for
Payment or as a standard, The “operation” nommwm HM the
EEE» ulation of debt accounts according to the rules of
e HME. Such accounts are common facts of primitive
. L not, as was often believed, peculiar to monetized
mmoonomﬁﬁ. The earliest temple economies of Mesopotamia
s well as the .nmﬁ% Assyrian traders practiced the clearing
oL accounts without the jntervention of money objects
bn.. the other end it seemed advisable not to omit .Eﬁ
mmention of operational devices among money uses, excep-
ﬂonmm. muozmw. they be. Occasionally quantifiable oEwQ..m mw.w
Emm.:.p maou.uﬁo society for arithmetical, statistical, taxation
mgnmqu. or other non-monetary purposes Suumoﬁm
with economic Jlife. In eighteenth-century Whydah cowrie
money was used for statistical purposes, and damba beans

168

THE HCONOMY AS INSTITUTED PROCESS

ever.employed as rooney) served as a gold weight and,
at “Capacity, were cleverly used as a device for ac-

acly money is, as we saw, special-purpose money. Dif-
nt:kinds of objects are employed in the different money

. moreover, the uses are instituted independentdy of one
ther. The implications are of the most far-reaching na-

“There is, for imstance, no contradiction involved in
ying”. with a means with which one cannot buy, nor in
[oying objects as a “standard,” which are not used as 2

exchange, of which there was very little, both were used
ide of oil, wool, and some other staples. It becomes
t-why money uses—like trade activities—can reach
st-unlimited level of development, not only outside
et-domijnated economies, but in the very absence of

\

. the market itself. From, the viewpoint of formal
the market is the locus of exchange; market

" acts' of exchange all embodied n markets. Ex-
gé is thus described as zhe economic relationship, with
market as the economic institution. The definition of

arket derives logically from the underlying premise
all “exchange” may be regarded as market exchange.
Under the substantive range of terms, market and ex-
nge have independent empirical characteristics. What,

 [Othér examples of “operational devices” used in cemsus
counting, measurement, and accounting, are quipu strings nsed
the Toca, and the use of pebble counts for statistical enum-
Tation in eighteenth-century Dahomey. Ed.] )
[The first paragraph of this section has been rewritten by
editor.] ’ _
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then, is here the meaning of exchange and market? And to
what extent are they necessarily conmected?

Exchange, substantively defined, is the mutual appropria-
tive movement of goods between hands. Such a movement
as we saw may occur either at set rates or at bargained
rates. The latter only is the result of higgling-haggling be-
tween the partoers.

Whenever, then, there is exchange, there is a rate. This
remains true whether the rate be bargained or set. It will
be noted that exchange at bargained prices is identical with
catallactic exchange or “exchange as a form of integra-
tion.” This kind of exchange alone is typically limited to
a definite type of market mstitution, namely price-making
markets, : .

Market institutions shall be defined as institutions com-
prising a supply crowd or a demand crowd or both. Supply
crowds and demand crowds, agajn, shall be defined as g
multiplicity of hands desirous to acquire, or alternatively,
to dispose of, goods in exchange. Although market insti-
tutions, therefore, are exchange institutions, market and
exchange are not co-terminous, Exchange at set rates oc-
curs under reciprocative or redistributive forms of integra-
tion; exchange at bargained rates, as we said, is limited to
price-making markets, It may seem paradoxical that ex-
change at set rates should be compatible with any form of
integration except that of [martket] exchange: yet this fol-
lows logically since only bargained exchange represents ex-
change in the catallactic sense of the term, i which it is a
form of integration.10

The best way of approaching the world of market insti-
tutions appears to be in terms of “market elements.” Even-
tually, this will not only serve as a guide through the va-

10[On the distinction between peity market place exchange
and the Integrative role of market transactions and prices n
national economies such as the United States, see Paul Bohan-
nan and- George Dalton, “Introduction,” in Markets in Africa,
New York: Natural History Press, 1965. Ed.]
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ety.of configurations subsumed under the name of markets
market type institutions, but also as a tool with which
issect some of the conventional concepts that obstruct
understanding of those institutions.
market elements should be regarded as specific,
-supply crowds and demand crowds; if either is
'we shall speak of a market mstitution (if both
esent, we call it a market, if one of them only, a
market-type institution). Next in importance is the element
sequivalency, ie., the rate of the exchange; according to
haracter of the equivalency, markets are set-price mar-
Lets:orprice-making markets.
Competition is another characteristic of some market n-
ns, such as price-making markets and auctions, but
contrast to equivalencies, economic competition is re-
to markets. Finally, there are elements that can be
esignated. as functional. Regularly, they oceur apart from
arket institutions, but if they make their appearance
ﬁmmmm% of supply crowds or demand crowds, they pat-
n:out those institations in a manner that may be of great
al relevance. Amongst these functional elements are

i This:diversity of market institutions was in recent times
bscured in the name of the formal concept of a supply-
and-price mechanism. No wonder that it is in regard
the pivotal terms. of supply, demand, and price that the
stantive approach leads to a significant widening of our
OK;:

1as; separate and distinct market elements. In regard
ecmodern. market this would be, of course, inadmis-

bleshere there is a price level at which bears turn bulls,
: other price level at which the miracle is reversed.

Siare.separate in any other than the modern type of
This again gave support to a twofold misconcep-
on. Firstly, “supply and demand” appeared as combined
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elemental forces while actually each consisted of two very
different components, namely, an amount of goods, on the
one hand, and a number of persons, related as buyers and
sellers ta those goods, on the other. Secondly, “supply and
demand” seemed inseparable like Siamese twins, while
actually forming distinct groups of persons, according to
whether they disposed of the goods as of resources, or

sought them as requirements. Supply crowds and denzand -

crowds need pot therefore be present together. When, for
instance, booty is auctioned by the victorious general to the
highest bidder only a demand crowd is in evidence; simi-
larly, only a supply crowd is met with when contracts are
assigned to the lowest submission. Yet auctions and sub-
missions were widespread in archaic society, and in ancient
Greece auctions ranked amongst the precursors of markets
proper. This distinctness of supply and demand crowds
shaped the organization of all premodern market institu-
tions,

As to the market element commonly called “price,” it
was here subsumed under the category of equivalencies.
The use of this general term should help avoid misunder-
standings. Price suggests fluctuation, while equivalency lacks
this association. The very phrase “set” or “fixed” price sug-
gests that the price, before being fixed or set was apt to
change. Thus language itself makes it difficult to convey the
frue state of affairs, namely, that price is originally a rigidly
fixed quantity, in the absence of which trading cannot
start. Changing or fluctuating prices of a competitive char-
acter are a comparatively recent developreent and their
emergence forms one of the main interests of the economic
history of antiquity. Traditionally, the sequence was sup-
posed to be the reverse: price was conceived of as the re-
sult of trade and exchange, not as their precondition,

Price is the designation of quantitative ratios between
goods of different kinds, effected through barter or higgling-
baggling. It is that form of equivalency that is characte -
istic of economdes that are integrated through exchange,
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vequivalencies are by no means restricted S.auowﬁ.mo
elations. Under a redistributive form of integration equiv-
lencies: are also common. They designate the quantitative
mmnobmw@ between goods of different kinds that are ac-
table in payment of taxes, rents, dues, fines, or that de-
erqualifications for a civic status dependent on a mﬁom_m&
Susy-Also. the equivalency may set the ratio at ﬁﬁnw
gestor rations in kind can be claimed, at the beneficiary’s
oosing. The elasticity of a system of staple mhmbn@....ﬂ_pw
lanning; balancing, and accounting—hinges on this mmﬁoo.
"he.;equivalency here denotes mot what should be given
another. good, but what can be claimed N.u,m&&, oﬁ. it.
nder reciprocative forms of integration, again, ‘equiva-
ies determine the amount-that is “adequate™ in n&muaou
symmnetrically placed party. Clearly, this _ungﬁmum,_
1is- different from either exchange or H&wﬁdﬂgm—.
nm._w.mwmntm, as they develop over mEn.q. may contain
swof equivalencies that historically originated g.nan
Ferent: forms of integration. . Hellenistic Eﬁwﬁ prices
how-ample evidence of having derived from redistributive
equivalencies of the cuneiform civilizations that preceded
hem. The thirty pieces of silver received by ucnmm.mm the
price of a man for betraying Jesus was a close variant of
he’eqivalency of a slave as set out in mmssﬁwg.m Omma
e 1700 years earlier. Soviet redistributive equivalencies,
the other hand, for 2 long time echoed aboﬁ@aﬁ&.nabg
rld market prices. These, too, in their turn, bad their
-decessors. Max Weber remarked that for lack of a cost-
1g:basis Western capitalism would not have been possible
for the medieval network of statuated and regulated
rices, customary rents, etc., a legacy of guild mb@ manor.
ns: price systems may have an institutional history of
their;own in terms of the types of equivalencies that en-
tered.into their making.
Tt is with the help of non-catallactic concepts of trade,
ney, and markets of this kind that such fundamental
roblems of economic and social history as the origin of
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fluctrating prices and the development of market trading
can best be tackled and, as we hope, eventually resolved.

To conclude: A critical survey of the definitions of trade,
money, and market should make available a number of
concepts which form the raw material of the social sciences
in their economic aspect. The bearing of this recognition
on questions of theory, policy, and outlook should be
viewed in the light of the gradual institutional transforma-
tion that has been in progress since the first World War.
Even in regard to the market system itself, the market as
the sole frame of reference is somewhat out of date. Yet,
as should be more clearly realized than it sometimes has
been in the past, the market cannot be superseded as a
general frame of reference unless the social sciences suc-
ceed in developing a wider frame of reference to which
the market itself is referable. This indeed is our majn intel-
lectnal task today in the field of economic studies. As we
bave attempted to show, such a conceptual structure will
have to be grounded on the substantive meaning of eco-
nomic.

8

The Semantics of Money-Uses

hw.w. In truth, money is a system of symbols similar to

..w&mﬁ_gg@ or ﬂﬂme and measuves, These differ

h moﬁﬁﬁ% of Money

ey is an incompletely unified system, a search for
mEm_o uﬁmomm a blind alley. This accounts for the many,
ifing attempts at determining Ea :bwﬂﬁm and es-

ﬁ?ow the quantifiable objects actually called
& HEr This is achieved _uw ongw to the ﬁEnao:

%&mmgmmumw om the notion of money, just as the
g, of the, oEmoﬁ um described in ommnmﬂon& ﬂmHBm

émunFSRSE. the University of Toronto, October 1957.
‘by"permission of the publisher.
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