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Abstract:

The paper, on the basis of Karl Polanyi's acount, attempts at
developing an analyticd framework which argues that social relations
asociated with different institutional patterns may function to fadlitate
market-type relationships, a fad which is considered to be useful to
understand development process The basic aagument of the paper is that
different types of social relations or institutions can serve as “substitution
patterns’ in the alvancement of the emnomic development, asin the cae
of Alexander Gerschenkron's “degree of relative badkwardness
approach. However, it is also argued in the paper that while cmmunal
socia relations and ingtitutions may provide a more “humane’
environment for the development process the fad that these relations and
institutions have to operate within a market setting makes their role to
affirm “humanity” necessarily limited and distorted.
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Oze:
Kalkinma Siirecinde insan ve Toplum: Analitik Bir Yaklasim

Bu yazi, Karl Polanyi’nin goriislerinden yola c¢ikarak, "cemaatgi"
iligkiler gibi geleneksel olarak piyasa disinda yer aliyormus gibi goriilen
ve farkli kurumsal oriintiilerle eslesen sosyal iliskilerin ayni zamanda,
piyasa tipi iliskileri siirdirme ve kolaylastirma islevini de yerine
getirebilecegini ve bu olgunun kalkinma siirecinin anlagilmasinda yararh
olabilecegini ileri siirmektedir. Yazmin temel savi, piyasa dis1 olarak
goriilen farkh sosyal iliski veya kurumlarin, Alexander Gerschenkron’un
“goreli geri kalmishk derecesi” yaklasiminda oldugu gibi, ekonomik
kalkmmanin gergeklestirilmesinde kullanilabilecek “ikame oriintiileri”
islevini gorecegidir. Bununla birlikte, yazi ayrica cemaat temelli sosyal
iligki ve kurumlarin, insanlarin sosyal varlik olma &zelliklerini dikkate
aldiklarindan, kalkinmanin gergeklestirilmesinde daha “insancil” bir
ortamin yaratilmasma zemin olusturabilmelerine karsin, bu iliski ve
kurumlarin piyasa ortami igerisinde iglemek zorunda olmalar1 nedeniyle
bunlarin katkisinin ister istemez smirli ve bir 6lglide ¢arpitilmis olacagini
daileri sirmektedir.

“The fascist answer to the recgntion of the reality of
society isthe rgjedion o the postulate of freedom. The Christian
Discovery of the uniqueness of individud and the oneness of
mankind is negated by fascism. Here lies the root of its
degenerative bent.”

(Karl Polanyi, The Great Transformation, p. 258A)

INTRODUCTION

Danid Fusfeld (1993: 8), onthe basis of Karl Polanyi’s analysis in the
Great Transformation (Polanyi, 1944, criticizes the Repuldican conservatives
who glorify both the free market and what they cdl “family values’ in that they
cannot see the destructive dfed of the free market on the family values. The
present paper is an attempt at arguing that such a contradiction may be a
“neassary” contradiction, for even in a market society, the so-cdled “family
values’ and ather socia values associated with different ingtitutional patterns
such as those resting on the principles of reciprocity and redistribution, to use
Polanyi’s terms, may become aticulated to the market so as to function to
reproduce market-type relationships.

The present paper tries to develop an analyticd framework, based on
Polanyi’s account, that can be used to analyze such articulation processes,
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especially in developing countries even though its appli cability is by no means
limited to such societies. The argument goes as follows: the institutional
separation between the “econamic” and the “pdlitical” spheres, itsdf a useful
analytical framework in understanding capitalist societies, nevertheless
introduces a contradictory element to the working of the market system. For, as
Polanyi’s nation of the “doulde movement” demonstrates, the “econamic”
sphere, the market, must always work against a “social” badkground, and, for
this reason, whil e the market continuously extends its influence so asto include
the “rest” of the society, individuals, who define themselves within the social
sphere, try to chedk this extension, to limit the “dehumanizing” effects of the
market relations. That is, social institutions or some asociations that could
either be inherited from the past, from the “pre-market phase,” or that could be
deliberately formed to counteract the destructive eff ects of the market relations
can function to affirm bath individuality and sociaity of human beings, as the
two defining characteristics of them as * species beings.”

In the first sedion, Karl Polanyi’s anaysis which demonstrates the
ingtitutional tendencies that exist in a market society and their “dehumanizing
effeds’ are presented by emphasizing the “species’ character of human beings.
In the seoond, onthe basis of the “societal” framework within which the notion
of “double movement” plays an esentia role, the posshilities of articulation
between dfferent forms of integration around which capital acaimulation can
be organized are examined in the cntext of development.

1. THEFICTITIOUSCOMMODITIESAND THE DOUBLE
MOVEMENT

According to Polanyi, the market society, the society which is
subadinate to the self-regulating market institution was the result of the
creation of the three fictitious commodities, labor, land and money, and its
resultant, the institutional separation of the e@nomic from the political sphere.
The e@namic sphere must stand apart from “rest” of the society, its political
and governmental system as well as ocia reations based on blood-ties, socia
pasitions, politicd or religious considerations etc. Within this wlf-regulating
market, orly the two “economic” motives, the hope of gain and the fear of
hunger, must govern the behavior of individuas. Since in the market econamy
the produwctive gparatus is under the sovereignty of the market, this
“disembedded” econamic sphere has the dfect of making the “rest” of the
society dependent upon that sphere. In this market society, na only the social
classes are identical with “supdy” and “demand’ for labor, land and capital, but
a whole range of social institutions, from marriage to science, must be & the
service of the market. In ather words, the market society is an ecnomic society
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in the full sense of the term, whose result is an all-pervasive e®namic
determinism, or what Polanyi cdls the “market mentality.” This market
mentality, with its twin tenets, namely, the eomnamigic fallacy, i.e,
identification d “emnomic” phenomena with market phenomena (Polanyi et
al., 1957: 270 Polanyi, 1977: 20), and the rationality assumption, leals to the
dichotomy between the “materia” andthe “ided.”

In this society, al “economic” behavior is conducted onthe basis of the
fear of starvation and the hope of profit, and all other motives, which are usualy
considered to be the typical motives aff ecting everyday lives of human beings,
such as honar, pride, solidarity, moral duties and dbligations, are regarded as
irrelevant to everyday adivities and forced to gain a rare and esoteric nature,
summed up ly theword “ided,” so that “everyday life being handed over to the
material, with Sundays reserved for the ideal” (Polanyi, 1947b 101). From this
time onwards, argues Polanyi, “he who would have refused to imagine that he
was ading for gain aone was thus considered not only immoral, but also mad”
(Polanyi, 1947&: 114). Yet, it isimportant to reali ze that this “duaistic falagy”
(Polanyi, 194'h: 102) isnat simply an illusion; it is nothing but the reflection of
the existence of a separate and dstinct econamic system founded on humer and
profit motives. That is to say, this distinction has been ingtitutiondized
(Polanyi, 194&: 115) in the market society.

Such an ingtitutionaization, on the other hand, was a result of the
creation of the fictitious commodities, which are not adually produced to be
sold and bought in the market even though their treatment as commoditi es were
necessary for the market system to function (Polanyi, 1944 72-73). What the
creation of these “commodities’ actually characterizes is a “dehumanization’
processarising from the “commodification” of both human life activity and its
natural environment (Ozel 1997). First of al, since according to Polanyi what
one dals “labar” is only another name for the whole human adivity which
cannot be separated from life, to put this adivity under the rule of the market,
by making it subject to the fear of hunger, will mean nolessthan the breakdown
of the “totality” of life itself. Asis mentioned above, this life adivity is now
separated between the “ided” and the “material”; human life activity is now
broken dawn into specific compartments, such as economic, pditical, religious,
etc., and anly the “emnomic” motives, the fear of hunger and hoge of gain, are
allowed to govern individuals lives. In other words, the human life activity
itself becomes “commodified.” However, what isin effect being reduced to the
commodity status is not redly this activity, namely, labor, itself, but man's
abilities which he uses in engaging this life ativity, namey, laba power
(Polanyi, 1947b 98; Polanyi, 1944 176, 1&). Thisin turn means the separation
of man na only from his own life activity, bu aso, even more importantly,
from his own “agency,” the power that characterizes human beings, with the
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detrimental consequence that “in dspasing of a man's labor power the system
would, incidentaly, dispose of the physical, psychological, and moral entity
‘man’ attached to that tag” (Polanyi, 1944: 73).

The most immediate dfect of this commodification of labor power,
acording to Polanyi, is actualy the disslution of the society into “atoms,”
ead of which orly behaves in accordance with the profit motive and the fear of
starvation, irrespedive of the other members of the society. This, on the other
hand, requires the anihilation d the older, organic forms of existence so that a
new, an atomistic and individuaistic organization could be founded on the
principle of freedom of contract. This, in practice, requires that “noncontracual
organization d kinship, neighbahood, pofession, and creed were to be
liquidated since they claimed the dlegiance of the individual and thus restrained
his freedom” (Polanyi, 1944. 163). Since the labor contract is the manifestation
of “freedom” from the social bords which actually protect human beings from
destruction, for it is the presence of these bords which makes the threa of
starvation in the “primitive” societies nonexistent (Polanyi, 1944: 46; 163-64),
the destruction d these ingtitutions and bords of society makes the threat of
hurger to be an individual phenomenonforcing human beings to sell their labor
power in the market.

This process of disintegration of the society is aso a process of the
separation of human life activity from the natural setting within which it takes
place; that is to say, within this processland also is reduced to a commodity.
For Polanyi, what one clsland cannot be characterized merely by its econamic
function; “It invests man’s life with stability; it is the site of his habitation; it is
a oondition of his physical safety; it is the landscgpe and the seasons. We might
as well imagine his being born without hands and feet as carrying on hs life
without land” (Polanyi, 1944: 178).

Therefore, for Polanyi, these two joint steps, commodification of labor
and land, characterize the fact that under the market system human beings are
forced to live through a “perverse” life within which they are deprived o the
very qualities that make them human ar, to use Abraham Rotstein’s (1990: 100)
metaphar, the market system represents the atificial, externalized embod ment
of theindividual or the “blind and dark ater ego.” The ingtitutional structure of
capitalism forces human beings to live through a separate, fragmented life; in
other words, under capitalism the “totality” of human existence bregks down in
the form of the breskdown bah o the totality of human life ativity into
“econamic” and “nonemnomic” spheres and of the unity between man and hs
own povers which he exerts within this life adivity, whereas the
commodification d land leals to the breakdown of the unity of man with
nature.
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To put it another way, this is nothing but the violation of the very
sociaity of human beings. The market medchanism transformed the very
substance of human economy, by transforming “man’s ultimate dependence on
nature and his fellows for the means of his aurvival” for it put this dependence
under the rule of the market (Polanyi, 1977: 8), which atomizes the individual.
In ather words, the disembedded market econamy makes the rule of the
“changelesqess of man as a socia being” (Polanyi, 1944 46) obsolete for it
inevitably leads to the dislution of the society by forcing man to behave like a
homo econamicus.

As can be seen from this brief discussion, Polanyi’s arguments depend
criticaly upon the general, transhistorical aspects of the human condtion, as
Polanyi emphasized continuowsly (cf. Polanyi, 194: 258A; Menddl, 1980:
477). It is easy to understand why it must be so; in order to talk about the
“dehumanizing” asped of cgpitalism, ore should have a ©nception about the
human condtion; otherwise Polanyi’s whole critique of cgpitalism does not
make any sense, for if what we cdl human nature depends exclusively uponthe
socia context, then it is nat very difficult to defend capitalism on the basis of
human nrature. For Polanyi, however, capitalism is a “twisted” or a “perverted”
existence for the humanity as a whaole because it reduces both human beings
themselves and their natural environments into commodities, a quite contrary
fact to their “definitions.”

Such a mntradiction between the essence and the existence of human
beings, stems from the fad that under the market system, bath the individuality
and the sociality of human beings or to use Polanyi’s own expresgon, bdh “the
uniqueness of individual and the oneness of mankind’ are negated. Such a
nation implies that Polanyi regards human beings as “ species-beings,” to use
Marx'sterm, in his 1844 Manuscripts, which denotes for the “essence” of man
(Marx, 1975; Hunt, 1986. According to Marx, man is a species-being in two
senses, thowgh these two senses are in effect identical: a person is a species-
being, first, “because of the nature of human perceptua and conceptual faaulties
and human life-adivity,” and, second “because of the socia nature of human
adivity” (Hunt, 198: 97,98). That is, a person is a unity of individuality and
sociality, or more gopropriately, the individua is the socia being; even his very
existenceis cia adivity:

“1 am still socially active because | am active as a man. It is not only
the material of my activity ... which | receéveas a social product. My own
exstenceis cial activity. Therefore what | create from nyself | create
for society, conscious of myself asa social being” (Marx, 1975 350).
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Such a notion d human essence, which is based on the importance of
human pdentialities that are to be realized and flourished in interaction with
other individuals is aso the prevalent theme guiding Polanyi’s entire work. For
Polanyi too, the individual isa communal being by nature;

“ ... the discovery of the individud is the discovery of mankind. The
discovery of the individual soul is the discovery of community. The
discovery of equality is the discovery of society. Each is implied in the
other. The discovery of the person is the discovery that society is the
relationship of person (Polanyi, 193: 370).

The market system, however, causes to the bresing down of the unity
between these two charaderistics, individuality and sociality. From a social
theoretical point of view, the most immediate effect of the creation o the
commodity fictionsis the atomization d the individual: individual, through her
being reduced to the “bearer” of labor power, becomes just a “cog,” or a
functional unit whose only function is to reproduce market-type, exchange
relations. This “reification” which is aso reinforced by the mechanization and
“rationalization” of production pocess reducing indviduals into mere
“appendage” of capital, even increasingly dominates their consciousness The
result of this process is the amergence of the “reified mind,” which sees
commodity form and its “laws’ as natural and eterna (Lukacs, 1971: 93-98);
that is, the éstraction o the “rational economic man,” Homo Oenamicus,
becomes a redlity; individua transforms into a functioning comporent of a
system, and therefore & such must be eguipped with essentia feaures
indispensable for running the system (Kosik, 197: 52).

The immediate corollary of this atomization is, of course, the “market
mentality” with its postulate, the notion of economic “rationality”: Once a
human being is reduced to an “individual in the market” (Polanyi, 1977 29),
i.e., to Homo Oemnamicus, it was now easy to argue that “economic” adion
“was ‘natural’ to man and was, therefore, self-explanatory” (Polanyi, 1977
14). That isto say, from now on, the term “econamic” could safely be identified
with the market activity.

Nevertheless, by their very nature, human beings do ot consider
themselves as mere “atoms’ but, as real human beings who constantly try to
reali ze their potentialitiesin asocial setting. Real individuals as;

neighbors, professiond persons, consumers, pedestrians, commnuters,
sportsmen, hikers, gardeners, patients, mothers, or lovers— ... are
accordingly capable of representation by almost any type of territorial or
functiond assciation such as churches, townships, fraternal lodges,
clubs, trade unions, or, most comnonly, pdliti cal parties based on broad
principles of adherence (Polanyi, 1944: 154).
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The result of this contradiction between human beings' reagnition of
themselves as cia beings on the one hand and the values of the market
forcing them to behave as econamic units is, of course, the doudde movement.
Polanyi argues that since the creation of commodity fictions and its result,
subadination d the society to the market, is in contradiction with the human
esence, it is quite natural for people to proted the socia fabric against the
market, for otherwise it will disintegrate. As has been argued, continuous
extension of market relations into every aspects of human existence so as to
include the three fictitious commoditi es, namely, labor, land, and money, means
no less than the commodification o life itself, for what these fictions together
represent is the totality of human essence However, this commodification could
not take place without the “self-protection” of the society against the danger of
being “annihilated” by the market, in the form of social interventions into the
individual markets for these three “commodities.” In ather words, the market
society is characterized by a “double movement,” which has been at work from
the very start: “the extenson d the market organization in respect to genuine
commodities was accompanied by its restriction in respect to fictitious ones’
(Polanyi, 1944: 76).

These two simultaneous tendencies, the process of commodification on
the one hand, and society’s “response,” i.e., the resistance @rried out by
different classes and organizations within the society to the extension of the
market on the other, give the capitalist society its unstable daracter: the
protedive muntermovement as an attempt at restricting or at least slowing
down the extension d the market will eventually impair the working of the
self-regulating market. Since the system is organized on the basis of these
commodity fictions, any intervention from the part of the social classs or the
state, or both, into the markets, creates impairments in these three markets.
These impairments will in turn intensify the tensions already inherent in the
society which will obstruct the working of the market as awhale. That isto say,
the double movement adually signifies a circular process. since the social
classes themselves and their conflicts emanate from the e@nomic sphere in a
capitalist society and since this ciety is subordinate to the market, conflicts
between these classes will necessarily have social dimensions even when they
are purely econamic in character, and this in turn will cause further disruptive
effeds on the econamic sphere whase impairment will intensify the tensions
existing in the society (Polanyi, 1944 201).

In ather words, since the protectionist countermovement is a dired
intervention to the working of the self-regulating market, which inevitably has
palitical consequences, the processof double movement will tend to bre& the
ingtitutional separation d the eonamic from the pdlitica upon which the
market system is built. The result of such a processwould be the disintegration
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of the society, for the atempt to reestablish this ingtitutional separation requires
eradication d every form of social opposition against the market by any means,
including the use of overt force athe fascist period hes shown.

The processof the double movement shoud be conceived at two distinct
yet related levels: the dass level, for the social classes, above dl the working
class, have been the caisal agents who actualy carried ou the protective
courtermovement, and the ingtitutional level, for the protectionist
courtermovement creaed strains in the institutional structure of the market
system, which eventually led to the ctastrophe (Polanyi, 1944 134). At the
institutional level, the sources of the disruptive strains that had arisen in the
organization d the market system were the institutional separation d the
eoonamic sphere from the pdlitical one, and the onflict between the
international and the national spheres within the system. On the one hand,
although the system required this institutional separation between the econamic
and the palitical spheres, the tensions between social classes created in the
market sphere sooner or later had to be transferred to the political sphere, which
in turn produced further problems in the market. On the other hand, the fact that
the functioning of the system required the gold standard and the balance of
power a the international level, bah of which demand that the domestic
eoonamy and pditics must be & their service, were in conflict with popular and
nationalist considerations emphasizing the sovereignty of the nation-states,
which played a significant role in the domestic sphere from the very beginning
of the market society.

Nevertheless, the double movement should be reduced neither to asimple
form of class drugdle, na to state interventions with the implication that stateis
the embodment of the protectionist countermovement, as it is metimes
thought. The double movement can be understood as a cnception o “the self-
organization d the society, sometimes with the help o the government and
sometimes in spite of it, to protect people and land against the disintegrating
forces of the market system” (Baum, 1996 10, 55). That is to say, the doude
movement, seen from a “societal” perspective, refers to the strugge between
those forces that represent the “disembedded” economy and those that represent
the attempt to “reembed” it into the society, as the spontaneous rebelling o
individuals against the contradiction between their essences and existences, with
the am that “the human society will be red, for it will be humane: a
relationship of persons’ (Polanyi, 193%: 375. Since, as we have agued, the
extension o the market, the commodification process violates the “human”
aspect of human existence, it should not be surprising that human beingsin the
society have to resist this violation irrespedive of their class origin, which
explains the breadth of the protectionist countermovement. However, the
contradiction between these two “ collective dter-egos’ (Rotstein, 1990 99) that
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charaderizes the development of the market society urntil the 1930s as
demonstrated in The Great Transformation, is by no means limited to the
“liberal” phase of the market society; it is ill prevalent, we argue, in our
contemporary world, about which Polanyi’s “societal” perspective has much to
offer.

2. THE SOCIETAL PERSPECTIVE AND THE
CONTRADICTIONSOF THE MARKET SOCIETY

Among the aitics of Polanyi’s work, considered in its entirety, two of
them seam particularly interesting for our purposes. The first of these criticsis
the historian Eric Hobsbawm (1994 who, in a recent work on the twentieth
century, asserts that “Polanyi exaggerated the logic of capitalism” by
emphasizing econamic motives. According to Hobsbawm,

“ capitalism had succeeled because it was not just capitalist. Profit
maximization ard accumulation were necessary condtions for its siccess
but not sufficient ones. It was the ailtural rewlution of the last third of
the century which began to erode the inherited historical assts of
capitalism and to demonstrate the diffi culties of operating withou them”
(1994 343).

The second critic is Douglas North (1977), as the leading figure of the
“new” institutionalist perspedive which takes the rational choice theory as a
starting point in examining ingtitutions, criticizes especialy Polanyi’s later
work (e.g., Polanyi et al. 1957 Polanyi 1977) emphasizing different forms of
integration, namely redprocity, redistribution and market patterns. According to
North, reciprocity and redistribution “are everywhere daraderistic today as in
the past in resource alocation within howsehalds, voluntary organizations, and
in government” (North, 1977: 709), and thus normarket allocation d resources
was and still is a major asped of economic organization. The reason for thisis
that the existence of transaction costs assciated with defining property rights
and hence with the development of markets can give rise to these kinds of
nommarket alocations (North, 1977 710). Therefore, to the extent that these
transaction costs are high compared to benefits, nonmarket all ocations will be
used within the organization of the e@nomy, in away quite cnsistent with the
rational choice theory, as is emphasized by the “new” institutionalist
perspective (e.g., Nabli and Nugent, 198; Langlois, 198; Olson, 19&;
Nugent, 1989.

Both o these criticisms, it appears to us, are the result of a failure to
recognize the full breadth of Polanyi’s “societal” framework (see Dalton 1968).
That capitalism neals those forms of integration and the associated socia and
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cultura values with them to operate does not itself constitute a critique of
Polanyi, for the notion d the double movement, also embraces this tendency;
that is, although orly one of these threeforms of integration is dominant in a
particular society, the remaining two can live and assert themselves even to the
extent that they can be incorporated by the dominant form. The proposition that
the society in the market system is subordinate to the disembedded market does
not necessrily imply that market type behavior and aher behavioral patterns
presuppasing other forms of integration exclude eadh other. What such a
propasition implies a best is that there is a ntradiction, seen from the
perspective of the production and reproduction of the market society, between
different functions of the very same institution, ke it family, state or even
religion. These ingtitutions, at the same time, bath carry the condtions of the
reproduwction of the market system and, as “expressions’ of human nature,
affirm humanity of individuals and therefore also function to resist the very
market relations. Since socia ingtitutions are in part, in Polanyi’s words,
“embodments of human meaning and pupose’ (Polanyi, 194: 254), to be
charaderized by the species-nature of individuds, it is quite normal for these
ingtitutions to refled those traits; but at the same time, since the capitalist redity
is “upside down,” to barow a metapha from Marx referring to the fact that a
human being is forced to behave & a Homo Oeconomicus, it negates the very
freedom which is expressed in these institutions (Maanurray, 1935.

Asiswell known, the main thrust of Polanyi’s “substantivist” approach is
the proposition that “man’s econamy, as a rule, is submerged in his social
relationships’ (Polanyi, 1944: 46; Polanyi, 19470: 98), and this proposition is
valid even in amarket society. Although the market system is an attempt at the
organization d the society along the institutional separation between the
“econamic” andthe “pdliticd,” the existence of the doule movement operating
at the societal level makes the system as a “stark utopia’ (Polanyi, 1944 3)
becaise it tends to break this institutional separation. The reason for thisis the
fact that individuals, as “spedes-beings,” refuse to define their identities, and to
ad, only onthe basis of the hope of gain and the fear of hurger.

For Polanyi, human beings are “humanized” by the plurality of
ingtitutions, like durch, family, work, through which they can both express
their essence and aaqquire an identity based on those “human” traits (Glasman,
1994 70). Since social institutions are enbod ments of the human essence, even
ina caitalist society, those ingtitutions that are not exclusively characterized by
“econamic” factors can function for individuas to affirm their connectedness
with other individuals through having personal, dired relationships. In aher
words, these institutions, together with deliberately created associations or
communiti es, aggregates, etc. (including pdlitical parties and trade unions), can
function as “safe havens’ to escape from the destructive dfects of the market
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system. Althowgh this is for the most part an individual act, it nevertheless
presuppaoses me form of collectivity, for the function of these ingtitutions are
to affirm sociality, direct, persona relationships. To the extent that these
ingtitutional structures, such as the working classorganizations, have the power
to transcend the econamic-pdliticd separation, they can be successful in
courteracting to the destructive dfects of the extension of the market.

Nevertheless, becaise of the reificaion process which even dominates
the mode of thinking in a cpitalist society, i.e, because of the “market
mentality,” it is not very easy, if not impossble, to distinguish between the two
confli cting tendencies in the doude movement, i.e., extension of the market and
resistance to it. The reason for thisis that even the very human properties can be
so dstorted in discourse, through the reproduction d capitalist “ideology,” that
they can be functional in the reproduction d market relations, in which case
even a humane ac¢ such asthe affirmation of socia connectedness could become a
vehicle in the reproduction of the market system. In other words, in a cpitalist
society, human beings are reduced to mere means for each aher, even within the
boundaries of a dosdy-knitted community. For this reason, espedally in the
contemporary society, the protective movement seems to have been undermined
to the extent that reification daminates every sphere of life, including the mode
of thinking of the “modern” individual. That is, the protective countermovement
seams paralyzed to the extent that it is*“ suppressed by the power of international
cgpital on the one hand and inhibited by the incapacity of increasingly divided,
fragmented, and individualized societies to organize themselves to act in the
interests of society as awhae” (Bienefeld, 1991 26). Therefore, to the extent
that individuals minds are reified enough to sustain cepitdist relations, social
ingtitutions themselves would become vehicles of reproducing cepitalist
relations. Then the very same ingtitution, whether it is the state, family, church,
or even the trade union, will both convey the conditions of the reproduction of
capitalist socid relations and ke an embodment of the resistance, even in an
unconscious way, to these relations, for they provide the opportunity to affirm
sociality. Then it should be no surprise that athough these ingtitutions or
associations are in part refledions of the conditions of sociality, they are & the
same time bases of the very same social relations that destroys those wnditions.

As an example to an important contradiction in this regard, ore can recall
Polanyi’s proposition that the “discovery” of society is adhieved with the
market society, or, using Ferdinand Ténnes's influential distinction, with the
transition from the “community” (Gemeinschaft) to the “society” (Gesellschaft).
Although the market has the dfed of disslving the social bond,it is also true
that the individual beaomes more and more dependent on aher human beings at
the same time because of the increasing social charader of production. In ather
words, “the knowledge of society,” as Polanyi argued, “came to us through
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living in an industrial society” and it is “the cnstitutive element in modern
man’s consciousness’ (Polanyi, 1944: 258A). That is, in the market society,
there is a contradiction ketween the “discovery of society” and the @omization
of theindividual.

Tonnies's framework, which was a primary source for Polanyi’s
approad, is quite useful to analyze the market society. For Tonnies, thereisa
sharp digtinction between “community” (Gemeinschaft) and *“society”
(Gesdllschaft): Gemeinschaft, whose purest form prevails within the family,
charaderized by the unity of individuals whereas Gesdllschaft is characterized
by the separation between them (Tonnies, 1988: 64-65).

On the other hand, regarding minds of individuals living in these two
forms of human aggregates, closely associated with this distinction is another
one between “natura will” (Wesenwille), which carries the condtions of
Gemeinschaft, and “rational will” (Kurwille), which develops Gesellschaft.
Natural will (or sometimes trandated as “integral will”), as the natural
disposition of human beings, is characterized by the sportaneous expression of
their drives and desires, whereas “rationa will,” which dces not have the
sportaneity and impulsiveness of the natural will, basically expresses rational
cdculation (T6nnies, 1983: 103-105). In ather words, rational will, as the very
name suggests, reflects the will of the self-interested individual, or the homo
oemnamicus whotriesto read hissher end by employing avail able means. Here
the significance of rational will is that it divorces means and ends, both in
personal relations and at work. It even makes human beings as means for eah
other, thereby contradicting Kant’s famous maxim.

It appeas that there are two significant charaderistics of Gesdllschaft, or
the market society proper: First, as the result of the development of the
“rational,” self-interested individual, who is nothing but an atom in the society
and for whom other individuals appear as particular ends, the bonds between
human beings are supplanted by useful associations, formed by particularized
individuals. Second, maybe even more important than the first one, is that the
very caegory of the individual in the modern sense appeas with Gesellschaft.
A person in Gemeinschaft belongs to a whale, which makes his/her life
meaningful, or in Marx’s words, “the individual has as little torn himself free
from the umbilicad cord o his tribe or community as a bee has from his hive”
(Marx, 1976: 452). Such a community is characterized, as we can see in Erich
Fromm’s description of the Medieval society (1941: 40-41), by the sense of
seaurity, solidarity, the subardination of emnamic to human needs, the
directness and concreteness of human relations. Though the individual is not
aone and isolated, this community is aso characterized by the ladk of
individual freedom. In ather words, in such communities, individuals are not
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“species-being” in the real sense, for their very individuality is denied.

On the other hand, in Gesdll schaft, individual freedom and individuality
seam to become dominant. According to Tonnies, the transition to Gesellschaft
implies “a dissolution d al those ties which bind the individual through his
natural will and apart from his rational will. For these ties restrict his personal
freedom of movement, the saleableness of his property, the change of his
attitudes, and their adaptation to the findings of science’ (1988 234). Hence,
despite its destructive dfects uponthe socia connectednessin a Gemeinschaft-
like society, capitalism aso creates the precnditions of “free” human beings, or
the possibility of redizing their own paentialities. What makes this possible is
acdually the development of the industry, with the increasing social character of
production, which came with the “macdhine aye” (Polanyi, 1977 xlviii). At the
same time, social production, through cooperation and also exchange, though
strips humans of their individuality, also develops their species-consciousness
In other words, through making the individua realize her dependence on other
individuals, that process makes her be aware of the “reality of society.” Then,
the market society represents both the “discovery” and the “denial of the
redity” of the society.

Such a framework emphasizing the @ntradictory character of the
reproduction of the market society suggests that since individuals are dso
communal beings, it is natural for them to carry this trait to the sphere of the
market, even to the extent that market needs these traits to reproduce itself. That
is to say, some ingtitutional patterns, such as reciprocity and redistribution, and
their associated values, which are supposed to be the relics of the obsolete
“Gemeinschaft,” still exist and enter into bah production and the reproduction
of the market." Even though the market pattern is gill the dominant one, other
forms of integration can be articulated to this pattern, and thus creating new
“oppatunity structures’ (Block and Summers, 1984 74-75), ona smaller scale,
for individuals to adchieve some strategic positions within the market through
their communal identities and relationships forming various ocia networks.

Although the recognition of such a possibility of the existence of different
forms of integration and their associated value systems, living side by side and
reinforcing ead ather actualy dates badk to Max Weber (Weber, 1930): It is
surprising to adbserve that only a lip service has been paid to this possibility
within the development literature, only in the form of the famous distinction
between the “traditional” and the “modern” sectors in a developing courtry.
Besides the fact that such a dualistic goproach does not alow a dynamic
interaction, let alone articulation, between these two sectors, it aso sees the
existence of the traditional sedor as the main dostacle to development. Hence,
the anphasis in this literature is given to the displacement of the traditional
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sedor by the modern sector. The displacement of the institutional structure of
the traditional sedor with that of an imported modern sedor, however, is
believed to result in socia disorganization (Grabowski and Shields, 1996: 115).

According to this approach, whereas the modern, capitalist, sector, based
on the principle of exchange by two equal, self-interested parties, is the
principle driving force of capital accumulation, the existence of traditional,
Gemeinschaft-type, urequal, noncontradua relations between individuals
ading uponcommunal traits, poses an important obstacle for the modernization
and hence for the development, to be cmnceived as a “modernization” project
aiming at a society-wide transformation. Contrary to the almost axiomatic
asaumption that the modernization is the “magic key” for the transformation
and the development process of the developing societies, our focus is on the
“traditional” sector. More spedficdly, we ague that the “traditional socia
relations” could be used as a tool for the extension d the market relations and
the accumulation d capital.

To evaluate our argument, a reference can be made to Alexander
Gerschenkron's “degree of relative badkwardness’ approach. Gerschenkron's
approach to development in an historical setting primarily deds with the degree of
backwardness, andit can be said that the enphasisis given upon the beginnings of
capital accumulation rather than its long term objectives. Gerschenkron's
hypathesis is that the initia spurt of industrialization experienced by a number of
European courtries in the @ghteenth and nineteenth century was gystematicaly
related to their “degree of relative backwardness’ (relative to the untry or
courtries that had aready experienced an indudtrializaion) (Gerschenkron, 1966:
359; Supple, 1963: 40; Sandberg, 1982: 675).

Economic development and the “modernization” of the limited number of
European countries (espedally Britain) in the nineteenth century which increased
the relative backwardness of the rest of the European courtries, created a sharp
controversy between “actual” and “patentid” economic condtions in the
backward countries. Gerschenkron describes this Stuation as an increased
“tenson” between “redity” and “posshility.” The degree of economic
backwardness is poditively related with the ensuing tension which could be
released in the form of an industrial spurt. The industrial spurt reveals itself as an
upward dscontinuity in the backward country’s accumulation of capitd.
(Gerschenkron, 1966: 8). More simply, it can be said that Gerschenkron's
approach is designed to “legp” out of badkwardness (Trebilcock, 1981: 9). It
should aso be mentioned that in the process of capital accumulation, badward
courtries have been obliged to use socia and ingtitutional factors which could not
be easily associated or coincided with those of the aready developed countries.



104 Hakan MIHCI, Huseyin OZEL

Gerschenkron's approach heavily depends on two interrdlated concepts,
namely “the alvantages of backwardness” and “the substitutability of
preconditions.” Contrary to its antecedent, nothing as sophisticated as the
Rostowian preconditions are postulated in Gerschenkron’s approach. True, certain
preconditions of the industrial growth and the Gpital accumulation are missing in
the backward countries which prevent their economic development. But, should
this dtuation lead to long periods of preparation with respect to capitd
accumulation in the case of backward courtries? Again, should this period ke a
mere replication d the developed courtries experience? Gerschenkron’'s reply to
both of these questions is negative. According to Gerschenkron (1966: 33), it is not
necessary to draw a “seperation ling’ between the preparation and the rapid
development periods.

Neverthe ess, the recognition of relative badkwardness, forces the wuntry to
foster development process by making innovative subgtitutions for missing
preconditions. The greater the degree of relative backwardness, the greater will be
the number of missng preconditions and, therefore, more resourceful for the
country to find innovative subgtitutions. In aher words, certain types of social
relations and ingtitutions can be used as “ subgtitution patterns’ in the advancement
of the materia wedth.

The genera assumption of the goproach can smply be stated as. the greaer
a ountry’s backwardness, the more rapid will be its econamic development. A
number of hypotheses are suggested, however, to ded with more specific aspects
of the development process” Among these hypotheses, the most crucia for our
concern is the following one: The greater a country’s relative backwardness, the
greater will be the role of special indtitutional factors designed to speed
development (Gerschenkron, 1966: 353-354; Barshy, 1969: 449; Gregary, 1974:
656).

In analyzing the development process of the badkward countries,
Gerschenkron also argues that the greater a country’s relative badkwardness, the
greater will be the role of the state in the development process. Thus, the role
played by the state will diminish if the country’ s relative badkwardnessis tolerable
(Gerschenkron, 1%66: 41, 34, 358).

However, the state cannot be solely taken as an “intervention apparatus,”
in the Keynesian sense, for the functioning of the market forces. By its very
nature, in the Gerschenkron's anayticd framework, the state can adso be
considered as a “synthesis’ of all the complex, “indigenows’ social relations of
eat paticular society. It is most probably because of that fact that
Gerschenkron attempts to formulate “substitution petterns,” and hence the
“advantages of being alate comer.”
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Looking from this perspedive, communal relations in the form of
solidarity, face to face contact among individuals, religious and cultura
pealliarities, close family ties and all other types of connedednesswhich reflea
the “sui generis’ characteristics of ead society, may alow individuas or
particular organizations to achieve some strategic positions within the market,
and hencewithin the capital accumulation process

In this respect, the state can play an “intermediary” role for the
acamulation of capital by fadlitating the process itself. As the aticulation
medhanism starts to work properly, it becomes increasingly difficult to
distinguish the activities of the state from those of the particular interest groups
formed by using communal relations. Furthermore, these interest groups may
even “compensate,” rather than substitute, the role of the state in the capita
acawmulation pocess, and hence give a1 impetus to the alvancement of
econamic devel opment.

Turning back to the discusson o the duality between the “traditiona” and
“modern” sector, this discussion might be resolved to some extent by arguing that
the “red” dudlity liesin the role of the state in a @pitalist society. While the state
has to promote market relations to foster capital accumulation, it also claims to
represent the whole of the society, and thus it functions to protect the “interest”
of the society as a whale, mainly through its redistributive role. For this reason,
different communal groups representing different interests sould try to affect
the working of this institutional structure, which makes the state & an “arena’
within which the conflicts between dfferent social groups needs to be resolved
acording to the reative strength of each group. But to the extent that the
redistributive role of the state dso gives an advantageous position to a spedfic
group in its struggle to adively participate to the accumulation process, state
palicies directed to promote e@namic development also represent the interests
of specific “communities.” Such an articulation between the “modern” and the
“traditional” sectors, at the societal level, especialy through the formation of
the state poli cies, we believe, should also be taken into ac@unt in evaluating the
development process’

At this point, it might seem that the formation d different communiti es
and the amphasis on the importance of communal relations can provide a
solution to both the problem of development, for it allows to create a more
“humane” setting for development, and to the problem of the necessity to
courteract the dehumanizing tendencies of the market. However, such a
“solution,” which only emphasizes ciality or connectedness, asin the rhetoric
of the return to the “lost community,” is not only impossible, for it is only as
viable & the attempt “to elevate primitism to a morality and seek shelter from
the madiine ae in the Neolithic cave” (Polanyi, 1977 xlvii), given the
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irreversibility of technological progress, but dangerous as exemplified by the
fascist period, within which a heary emphasis on the “lost community” was so
prevalent, itself has hown. For what such a “solution” amourts to is the
violation of both “the uniqueness of individual and the oneness of mankind,’
the two inseparable dharacteristics of “species-beings.”

Although “community” affirms conrectedness becaise of the directness
of human relations, it cannot yet embracethe humanity in its “species’ sense for
two reasons. First of al, since the social relationships defining a “community”
are hierarchical and very dtrict, there remains < little a room for human
individuality and dff erence that a person cannot realize her potential through a
unique way. Even more important than thisis that a person defining her identity
on the basis of a community cannat recognize her being a member of the
“human species.” Thereason for thisis given by Polanyi himself:

“Of all the basic principles governing the devdopment of early
eonamic ingtitutions, the need for the maintenance of commund
solidarity deserves pride of place Domestic and foreign relations are in
stark contrast: solidarity here, enmity there, rule the day. “ They' are the
objeds of hostility, degradation, and endavement, “we” belong together
and ou comnuna life is governed by the principles of redprocity,
redistribution, andthe exchange of equivalents’ (Polanyi, 1977 59).

To conclude, then, any solution to the problems created by the market
system, this “stark utopia,” must consider the necessity of the development of
“species-consciousness.” In this regard, Polanyi seems to endarse Tonnies's
own solution: a society, yet to come in the distant future, which integrates the
charaderistics of Gemeinschaft and Gesellschaft, or “the person in community”
(Rotsein, 1990: 104). It is only within such a society in which human beings can
affirm both thelr individuality and their connectedness to the whaoe of the
humanity, thereby enabling the flourishing of their species nature, that the
problem of “freedom in a complex society,” which occupies a prominent place
in Polanyi’s overall account, be resolved.

CONCLUSION

This paper, on the basis of Polanyi’s notion of the doude movement,
considers the impairment and the alvancement of the market relations at the
same time by focusing on the mntext of econamic development. Unlike the
extensive mainstream development literature which emphasizes the
incompatibility of the “modern” sector with the “traditional” sector, the
emphasis of this paper is on the function that the so-cdled “traditiona” or
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“communal” socia relations in the form of solidarity, face to face wntact
among individuals etc., serves to advance the market relations and the
acamulation of capital, by alowing individuas to achieve some strategic
positions within the market. The paper argues that these traditional social
relations and ingtitutions inherited from the pre-cgpitalist formations may be so
well articulated to the “modern” sector that they become essential to advance
copitalist relations themselves. In aher words, such social relations and
ingtitutions can serve & “subgtitution patterns’ in the alvancement of the
eaconamic development, as in the @ase of Gerschenkron's “degree of relative
badkwardness’ approadh. That is to say, if capitalist relations and the self-
regulating market with its necessary institutions were not developed enough to
be adriving forcein the development process traditional relations emphasizing
collective action of individuals to achieve some strategic positions in the market
sphere may serve & substitutes for capitalist processes as diown in the paper.
The advantage of these traditiond relations and ingtitutions would create liesin
the affirmation o sociality, another important characterigtic of human beings
together with their being individuals aiming utility and/or profit maximization.
That is, in such an environment human being pursue their individua aims
within a communal setting. Nevertheless, it is also argued in the paper that
while communal social relations and institutions may provide amore “humane”
environment for the development process, for they serve to the dfirmation of
sociadity and individuality at the same time, the increasing dominance of the
“market mentality” causes the contradictions of the market society to exist and
asert themselves. For such attempts will necessarily result in falling short of
the recognition d the “species’ character of human beings; that is, bah “the
uniqueness of individual and the onenessof mankind.”

NOTES

1 See Bugra (1998) for an analysis of the role played by the social relations based on the
principle of redprocity in the processof creding a market for Turkish firm producing
consumer durables.

2 In the development and the eonomic history literature, there have been several
attempts to test quantitatively some hypotheses abou Gerschenkron's relative
badkwardness approach in a variety of countries. These studies have been thoroughly
surveyed and evaluated by Mihci (1998: 567-572).

% The spedfic forms of articulation in spedfic societies, however, is an empirica matter
which lies out of the scope of this paper. But still, the communal relations within
extended famili es, some religious communities, and smaller “gang” formations using
ill egitimate methods em among the possble andidates. In this resped, based on the
recent experience in Turkey, the mntroversy around what has come to be cdled the
“Idamic capital” and the influence of the “gang’ connedions on both acaimulation and
state adions seem to be worth considering as interesting cases.
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