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1. Introduction

The close of the twentieth century saw a virtual canonization of market organization as the best, indeed
the only really effective, way to structure an economic system.”This phenomenon was strongest in the
U. S., and to a somewhat lesser extent the U. K., but was very widespread. The conception of market
organization being canonized was simple and pure, along the lines of the standard text book model in
economics. For profit firms are the vehicles of production. They decide what to produce and how on the
basis of their assessments about what is most profitable. Given what suppliers offer, free choice by
customers, deciding on the basis of their own knowledge and preferences where to spend their own
money, determines how much of what is bought by whom. Competition among firms assures that
production is efficient and tailored to what users want, and prices are kept in line with costs. The role
of government is limited to establishing and maintaining a body of law to set the rules for the market
game, and assuring the availability of basic infrastructure needed for the economy to operate.

Economists of an empirical bent and political scientists and sociologists who have studied actual
modern economies well recognize the oversimplifications involved in this folk theory. If meant as a
positive theory of how modern economies actually are structured, it misses the complexity of market
organization in many spheres of economic activity, and ignores the wide range of activities involving
major investments of resources where markets play a limited role. The theory represses the extensive
roles of government in modern economies. More generally, it misses the institutional complexity and
variegation of modern economies.”’

But the folk theory clearly is intended more as a normative statement than as a positive one. And in this
role, the theory has been highly successful in recent years.

My focus in this essay is on organization, actually governing structures more broadly, at the level of the
industry or sector, a level significantly less aggregated than that discussed in many recent treatises on
how modern capitalist economic systems work. While broad ideological argument is focussed on "the
economy as a whole", it is at the sectoral or activity level that the details of economic organization are

'Many people have commented helpfully on earlier drafts of this essay. I would like to thank particularly, without
implicating them in any way, Mark Blyth, Thrainn Eggertsson, Louis Galambos, Geoffrey Hodgson, Rogers
Hollingsworth, Charles Edward Lindblom, Richard Lipsey, and Nick von Tunzelmann. Some readers will
recognize that I am revisiting here some of the themes I discussed a quarter century ago in my The Moon and the
Ghetto, 1977. My point of view here overlaps with those expressed by Hodgson in his Economics and Utopia,
1999, Kutner in his Anything for Sale, 1997, and by Lindblom in his The Market System, 2001.

*For a statement in this spirit see Fukuyama, 1992, and Yergen and Stanislaw,1998.

*Mowery and Nelson, 1999, describe in detail the involvment of government programs in sectors conventionally
thought of as "market organized". See also Hollingsworth et al, 1997. North, 1990, and Hodgson, 1999, stress the
institutional complexity of modern economies.




worked out. And at this level, today discussion about the way a sector or activity should be structured
almost always starts with the presumption that market organization, of a relatively simple kind, is the
right solution. This is the "default" solution. Consideration of whether some kind of regulation, or other
ancillary structures, are needed as well, or whether perhaps market organization is not appropriate for
the activity in question, come in only later, and there is an apparent strong preference to use the market
as much as possible, and to keep non market elements to a minimum.
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