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The origin of the mearket

Kalim Siddiqui

£RE | WILL only focus on market based
development policy. However, since
the Second World War there was a wide
consensus that the state should play

{ certain role to stimulate the economy, as wel-

fare measures of the state does not work
against the market. Rather it is complemen-
tary device which promotes the expansion of
the market. But since the early 1980s, a-
remarkable shift has teken place and the mar-
ket itself is increasingly viewed as the only
means to promote development. Efficiency is
preferred to social justice, as illustrated by
the attempts of the World Bank and IMF to
impose neo-liberalism toroughout the Third
World through process of Structural Adjust-
ment. Thus, to quote a statement by Ameri-
can ambassador ta UN, “We must also
counter, both in UN and within the framework
of the North-South dialogue, any discussion
of global problems which questions the va-
ficlity of the free market and of free enterprise
in the countries of the Third World™.

With the 1980s we entered the era of neo-
liberalism. In this new era, the market is not
considered merely as a technical device far
the allocation of goods and services. but
rather as the only possible way to regulate
society. Thisis more than a little reminiscent
of the dominant world view of 17th century,
with its emghasis on the virtues of commerce.
ruvaiBuLy, Wis @Dt period is charac-
terisec ~  'zep beliet in the magic of mar-
kets to soive the world’s problems. In the
West, there is a broad consensus that the
*principle of tree-markets’ are positively linked
with democracy and freedom and it is the best
possible system {qr the whole humanity. In
the Third World itis propagated and often im-
posed almost like religious ideclogy backed
by blind faith in the absence of any logic and
historical experience. ln many ways, the im-
pact of market on the whole of social life leads
to a dramatic conseguences. However, the
market still appears the only possible pathto
development despite innumerabie failures.

The common person recognises a market
as the locus where buyers and sellers inter-
act to exchange goods and services. It is
widely defined that market ‘represents an op-
porunity for buying and selling’. it implies no
compuisipn but freedom and cheice. And it
said that the freedom is guranteed by certain
regulatory mechanisms which ensure a ration-
al economy, where supply meets demand and
ofters services and good that consumers will
freely choose. All this shows that capitalism
is a peaceful society and no coercive acts are
involved. Contrary to the present image of
capitalism we find historically the develop-
meoi u- 1narket in the West fas not been so
peeceful asitis depicted by the present sup-
parter of market.

The truth is that the compulsion of certain
groups to sell their labour power while other
were alie to buy labour power were created
by harsh measures which Involved naked vio-
lence and disptacing of certain groups from
their fivelihoods, while at the same time en-
larging assets of certain groups have been
the reality of the davelopment market. The
lieral ignore the caemmedification of labour
poveer and class exploitation, which is the key.
1o understand the development of market in
the advanced capitalist countries. in fact, the
daminant characteristic of the capitalist mar-
ket is not opporiunity or choice, but compul-
sion and coercoin. Undec capitalism, peopte
are forced to enter into market relations In
order to gain access ta means of life and ex-
perience the dictates of capitalist markets
like, competition, accumulation, profi} maximi-

. and prices for specifying what market is do-

ing, but what it is. What purpose and motives
do individual act? Ideally the individual is to-
tally free to act in his own interests. Hence,
individuals in the market place are no longer
seer as sociat beings with particulzr rights
and duties. They are supposed to be able to
initiate Utilitarian exchange with anyone they
chioose and are willing to exchange with each
other for their mutual advantage.

I N FACT, the market Is not simply the realm
of -purely voluntary transfers of free
individuals, that is, the pure aggregate of max-
imising agents. However, this quite immedi-
ate and superficial way of viewing the general
process of commodity exchange remains a
highly persuasive ideology. Market system is
not a natural but a coercive and mzn made
insitutions rather than as portrayed self-
creating and self-perpetuating order In fact,
market is controlled by various traditional po-
litical, social and moral constraints znd rein-
forced by a number of political and cultural
innovations. Jn other words, the existence and
expansion of the market is dependent on in-
stitutions and social-cultural values.

At present, the tendency is to give the mar-
ket full freedom and power over the social in-
stitutions. In large number of the Third World
countries, this transfer is purely disruptive.
The market is viewed as an invitable force.
and it, therefore, becomes increasingly
ditficult to limit its € ion: Neo-li | ar-

6 other and historfcal!y we have noted above

that such process has not been peacefut. Of,

course those who view accumulation of
wealth as natural tendency of the people,
market-led development for them is just a
push in the right direction. .
Within the dominant market mentality, we
can be but partiatly human at best. We stand
on the verge of renouncing an essential part
of our humanity. A ‘good saclety’ is thus made
up of individuals related by way of technolo-

gy and the market. This technalogy and mar- >

ket dependency is -becoming the way to
conceive of freedom.

To be free is to devote oaeself to consump-
tion; even people themselves are reduced to
consumer goods. To build a society made up
ideally of utilitarian exchanges between in-
dividuals and groups looking aut for their own

Sinterests is to produce, in Marcuse's words,
a ‘one-dimensional man' in search of wealth
as an end in itself. Contrary toit, the radical
view is that human beings would be viewed
as persons and not simply as pure individu-
als. Joseph Schumpeter, pointed out that
neo-liverats proceed from ‘the model of a Cru-
soe economy’ in which atoniistic, self-seeking
individuals choose to exchange the products
of their isolated fabours. More than this they
push the subjectivism and irdividuatism of this
model to the most absurd extremes. All eco-
nomic life, they insist, is driven by consumer
needs, thereby ignoring the role of tabour in

gue that a country will have gconoimic suc-
cass in the sense of a least increasing growth
rate if it liberalise its economy. Thal is com-
pletely wrong. We have no historical cases
of countries that have gone onto rapid growth
on the hasis of solely of a free market.
Moreover, nec-liberal economic theoty pay no

attention whatsoever to the distributional im- -

plications of policles that are being recom-
mended. The theory says that you get
allocate efficiency, essentially get prices
right, then there will be a productivity increase
and an output increase and it does not go any
further than that.

1t would be foolish to believe that the long
historical process from the physical market-
place to the ideal market as self-regulating
process is a simple and spontanecus develop-
ment. On the contrary, a radical change of
values was necessary to move from the limit-

tife.

Ludwig von Mises writes, ina market econ-
omy, ‘man deals with other peaple’s labour
in the same way he deals with alt scarce
material tactors of production'. And he con-
tinues, 'as far as there are wages. fabour is
dealt with like any materiat factor of produc-
tion and bought and sold on the market'.
Another, neo-liberal, Hayek argue that if mar-
ketization is the right direction of change, "it
must be pursued consistently’ - which means
accepting not just markets for, consumer
goods, but capital markets? unemployment
and economic crises. And this he ac-
knowledges, involves wpenly disowning any
project of egalitarian transformation of soci-
ety. Neo-liberal critique represents in Marxian
terms as exterme case of ‘vulgar economics’
- aperspective which treats human labour as
a mere technical factor of production, and the
market as the only mechanism for rational al-

Markets play imnp ¢ role in the d

ed and controlled expression of the market
principle found in numerious histunqa! and
cuttural situations, to the present, with aur
more or less general acceptance of the

sation and § g labour pro .
Thes2 tactors not only regulate economic
transactions but social relations in general.
it would be important to understand histori-
cal account of capitalist market. We analyse
the specitic ways in which the market oper-
ates under capitalism. It adheres to specific
laws of motion which uniquely compel peo-
ple to enter the market and force producers
to produce ~etficiently’’ by improving labour
productivity ie to increase acrumulation.

L IBERAL assumes that peaple always be-
have according to ruies of capitalist
rationality pursuing profit and in its pursuit
seeking ways to improve tabour productivity
and ultimately process of economic growth
sustained by developing productive forces.
Such exr'anation was refuted by Karl Polanyi
In his boan The Great Transformation. He not-
ed that the mative of individual profit associat-
ed with market exchange was nevet untif the
industrial revolution in the West the dominant
principle economic life. And even where mar-
ket was well vdeveloped_ variaus ' non-
economlc social relations like castes, kinship,

communal and political relationships played

of the market.
**"In the beginning of industrial revolution in
England a large number of free fabour was
needed, which required to be forced-out from
their land or other customary rights to sub-
sistence. In various parts of the world, begin-
ning immediately with the colonial era, the
explicit objective was to impose practices like
“forced fabour’ of taxes or destruction of lo-
cal handicralts and industry to makse ways for
the new market for imperiat goods, the neces-
sary pre-conditions for introducing the ‘na-
tives' to market retationships such as ‘free
labour’ and the voluntary sale of one's
product for money. ‘The tax..promotes circu-
{ation of currency with its attendant benefits
to trade’, proclaimed tord Lugard, 2 British
colonia! official in Africa.

In most Third World countries, the develop-
ment, from colonial times to the present day
is thus fundamentally its concomitant values
as the prerequisites for the dynamism of the
market. For the greater part of the Third

P ¢ of a country
location of goods ang means of production
among competing ends - and that this had
profound implications for the very way econ-
omy LS conceptualised.

N ORDER TO understand the develop-

ment of market, | think it would ‘be
interesting to look brietly the period of emer-
gent of British capitalism. By exploring some
of the crucial historical moments in the de-
velopment of fully capitalist market relations.
1 argue here that the separation gf labourers
trom their means of production is an Impor-
tant factor to the rise of capitalism. This sepa-
ration was not harmonious process. but it
involved forced and suffering. And the poor
fought bitterly against the subjugation o the
laws of the market. Marz's accoynt of capital-

ism the essential nature of the system is de- .

tined by unique relationship of production -
that between ‘owners of money, means of

production’ on the one hand, and the other ..

hand, ‘free workers, the sellers of their own
labour power’, The ‘confrontation of, andcon- - .

1act between' these two different classes ie

owners of means of production and owners.

of [labour power, ‘establishes the capi-

Wrold's population, capi If s
the destruction of ethnic identities and
solidarity networks in order to promote the

Gt FE

“with the polarisation
of the commodity market into two classes, the
fundamental conditions of capilalist produc-

-Aionof i

qgoods &nd services. Relying on fllure o <12
intervention in Soviet Union and eas en
rope, they will argue that non-marie
tion of goods and services has prove
wastetul and inefficient. If the b
tives of socialism are to 22 selv.
conclude, this will require u
ality iaherent in market regulation. Nonz
poses a competitine markat wheo
gene “ate ‘prices that balance supfly 8 %
mand, that refiect cost and use valuz . 4 i
cepts the necessity of profit, inter
rent, and of a fabur market thatwill de te-
wages. Moreover, the recent “turnfon
within the radical economisis is that
ket ha:i(been adopted as a purely taisic,
mear:s allocatiny goods e
without considering ¢f its dee
econolnic implications.

The supporters ¢f ‘market socia
sume: that market is the most
focating goods and services bicar
signals to producers and consume's &
chanjes In the supp y and demand “cr 3¢
But the important point usually igno d
is that an economy gioverned by pric?
is one in which mariet principles i
the value of all inpuls and outpute witii
ecor.omic process. The so-called potiv
aspects of markets lknown 2s “mai socie
ism”, which based on illusions abcct h2 i
ture of the market as a spinere ci 09p¢ rlur it
and choice. However, these radicas i¢
the full consequences of treating ma ket
an economic regulator. Market not anly me
ans avallability of abundance of gcods end &
lot of choices but als0 unemploymer t, unczt
tainty. crisis, alienation, and povertye The suje
porter of market sacialisin sought {3 reform
the market without abolishing the sccatrel
tions: on which it was based.

'I‘HE {DEOLOGY of market holds thet the
market is mechanism for the eypre ssicn

. of needs {which are reflected in pr c2¢! and

that the level of demiand for a given commadi-
ty is a refloction of the ‘need’ for it relative
to other goods given existing supglies The
absurdity, of this view is that if a shortage: of
some’ goods faises the prices Lqand thus
reduces the demand then it follovis: thizt the
‘need' for that goods has diminished. Accerd-
ing to this lagic one could say, ince human
needs only exist in markets, it implies that
raising prices thereby reduces human needs’.
. Asimple example of famine proves absurdity
of such logic. It is commonplace in a3 market-
regulated economy {prpeople to stesve wi hile
food is being exported from famine region.
This is a complete rational from mai k2t point
of view. Since domestic demand for fcod 15
low, therefare, the food should be exported.
Capitalist relations and classes are present-
ed as natural laws. Thus, the ideology of mar-
ket shows no respect to the plignt of th2
poor. Poverty and hunger are suppus2 not 12
be the issues of social and palitical policy.
Market provides no rational critecia whic
could guide the construction of roitds, sew-
ers, schools, parks, chitd care centr 3¢, hosp:-
tals etc. The key variables in estabishing th2
framework of the ecanomy are the struciurz
ot social consumption and the rate and duee-
t. Th {

o

tion detarmines the order of priority given 1o
a whole range of needs and thus the afloca-
tion of productive resources to the provisicn
of food, clothing, means of transportation and
communication, housing, health care, educa-
fion, employment etc. The structure of invest-
ment similarly prioritizes such things over
time. Capltalism resolves these issues

cording to criterign of profitability. The str
ture of consumption is determined by
capi(alisl decigion as to the procluction of
those goods, which are expected the highest
rate of return, Here the public inter2sts seem
to be Irrelevant.

The present crusade of ‘free mal el’ is
aimed to Increase the process of cepila® ac-
cumulation and thus to enrich those whc are
already rich and powerfut both at in" ernatioral

 levels and within the Third World Sountries.

Central to any radical political economy is the
attempt to establish democratic ctntrol ovar
macroeconomic decisions which Jaterining
fundamental structure of consumpticn and
the rate and structure of investment. Tryan-
ny of the market has to end and the soc al
control over market, capital and on spheres
of investment is the only way to guaraatze a
better future for the lower classes. More
ever, the world is confropted with an aher-
native - should.the market be contained by
society or, on the contrary, shoud it b2 al-
{oved to regulate the society? .

o Author is a fellow at the Centre far
Development Studies, University
_ of Bergen, Noruuay.
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2 crudial role. Polanyl @rgaéd that only in
. s SOCiBtY, there Is a distinct economic
malive and institutions and property refations,
where human beings and nature are treated
as mere commodities driven by price mechan-
ism, where society itself becomes an *ad-
junct” of the market. In pre-industrial
socleties markets did exist and were exten-
sive and important, but they remained subor-~
dinate feature of econamic life and dominated
by cther principles of economic behaviour.

We find that the market acts not only as
~impersonal”” imperative but also as a direct
instrument of class power manipulated by
capital in its control of fabour. The state as-
sistance are openly used to expand new mar-
kets and impose new disciplines in the Third
Waold. Capitalism is in desperate need for not
only to oust their competitors, but also find
new mnarkets at any costs. The capitalist ex-
pansion historically shows that despite rapid
expansion of productive forces, at this junc-
ture capitalist market will not allow them to
prosper without depressing the conditions of
the large number of the population in the
Third World and degrading environment.

1egitimacy of self-interest as a rotivation.
Very often capitalist development means pos-
sibility for a small minority to make large
profits at the expense of the majority. With
maney as a supreme value, lite counts less.
The social imperative is quite obvicusly to get
money by any avaifable means. The capitalist
quest for profits and accumulation, not only
have the products'f fabour taken the univer-
sal form the commddities, but human beings
themselves are transferred into commodities.
Sogial relations are thus increasingly viewed
as relations among private owners, buying and
selling of commodities,

The rich and powerfu! struggle for more
material advantages. In difficult economic sit-
uations in the Third World, traders, very often
with success, to create scarcitias of basic

ities by ily withdrawing from
the market. However, such profit-orlented ac-
tivilies might help somecne to benefit, but en-
danger the very lives of many people. Also
imported modemn luxury goods becoma
symobils of material success tor some, but for
poor such acts threaten his very iife as the
country cannot use the surplus to invest in
the produttion basic necessities, Thus, the

In reality is more lex, in

in the- Third World

which different kinds of social interactions
take.place. Is.the market in its most encom-

. passing meaning a spontaneous natural ord-

er, as Friederich Hayek argued? Or rather
according to Karl Polanyi view, is the market
principle and the expression of the autono-
my of economic sphere is artificially
praduced? Hayek reduces market relations
to numerical values. With the price mechan-
ism, the market appears to be composed of
strangers connected only at the lavels of ap-
pearances, with all signs of association,
loyalty or refations put aside. If we really
would like to understand the institution of the
market its transformation through time and
the development of the associated concept,
we need not to look only on supply, demand

results in the making already rict more richer,

.. who can accumulate additiona wealth, bat he

poor are certainly excluded and marginalised
further. 5

A CCORDING TO neo-liberal view of his-
tory right from the days of early market-
place to the present era of the price-settirg.

« principle, there has been a progressive evo-

{ution from a strictly limited market to a limit-
less one. If such path is taken for granted,
then market behaviours is obviously the
universal path to prosperity and well being.
It is also a kind of expropriaticn of multiple
social refations in order to bring everybody
into market conformity. Capitalist develep-
ment forces some people to sell their labour

-therelsno g

tion are present’. Any move to understand
capitalism has to bring a number of connect-
ed phenomenon: the crisis” of . European
feudalism, attempts to externalise the crisis
through war and foreign expansion; the inter-
nal effort at resolving this crisis through in-
ified itation of y. For this
reason, war, colonialism, slave trade wauld all
tigure in any comprehensive, account.
 Marx criticised Joseph Proudhon through
his writings on potitical economy. Iri his view
Proudhan was the paradigmatic theorist of

.. petty-bourgeols socialism, a socialism con-

structed from the standpoint of smail com-
modity producers which sought to improve
not by ishing ¢ di duction but,
rather, by purifying commodity gxchange.
Proudhon envisages a society of small in-
dependent producers - peasants and artisans
- who own the products of their personal
tabour, and then enter into a series of equal
market exchanges. Such a saciety will, Prou-
dhan insists, eliminate profit and property.
Here one notices a call for realisation of
justice and equality through market exchange
among petty producers. - . .

The central flaw In all notions of market so

" cialism: by accepting market relations (com-

modities, prices, wage labour) market socialist
must toglcally accept the Inevitable. conse-
quences of these relations - exploitation,
class Inequality and economic crisis. Because
without the market in human labour power

This Is why Marx insists that socialism re-
quires the abolition of wage-labour. The elimi-
nation of exploitation and class inequallty is
Impossible without the abolition of wage:
labour market.

The critiques like Alec Nove insists, social-
ism confronts a crisis of economic rationali-
ty rooted In Its failure to delingate and
construct efficient non-markst means of
regulating the production and allccation of
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