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• Market - places where things are bought and sold. 

• Now ‘the market’ in a general way without referring to any particular place, 

gathering of people, or field of commercial activity. 

• ‘The market’ is almost equivalent to ‘the economy’. 

• The market as an economic institution.

• Market is also a Social Institution.



Sociological perspectives on Market and the Economy

Eighteenth century England and the beginnings of modern economics, which at that time was called 

‘political economy’.

· According to Adam Smith, in his book, ‘The Wealth of Nations’

o Market economy is affected by Individual transactions.

o There appears to be an unseen force that convert what is good for individual into what is good for 

society.

o Individual self-interest drives capitalist economy

o When buyers and sellers make rational decisions the economy works well

o Invisible hand: Society overall benefits when individuals possess their own self interest in the market as 

it is stimulating the economy and creating more wealth.

o Adam Smith’s theory was called laissez-faire theory.

French phrase meaning – let them act, leave them alone.



 Modern economists tried to study economy which functions independent of other factors and 
social contexts.

Sociologist wanted to study economic institutions in a larger social environment.

According to Sociologists –
Markets are organized by social groups or classes
Markets are influenced by other social institutions and processes.
Sociologists often express this idea by saying that economies are socially ‘embedded’



Sociologists often express this idea by saying that economies are socially ‘embedded’. This is 

illustrated by two examples, one of a weekly tribal haat, and the other of a ‘traditional business 

community’ and its trading networks in colonial India.

A Weekly ‘Tribal Market’ In Dhorai Village, Bastar, Chattisgarh

· In most agrarian societies around the world, periodic markets are a central feature of social and economic 

organisation.

· Weekly markets bring together people from surrounding villages, who come to sell their agricultural or 

other produce and to buy manufactured goods and other items that are not available in their villages.

· They attract traders from outside the local area, as well as moneylenders, entertainers, astrologers, and a 

host of other specialists offering their services.

· These periodic markets link different regional and local economies together, and link them to the wider 

national economy and to towns and metropolitan centres.



· Weekly tribal market: Is the major institution for the exchange of goods as well as for social 

intercourse. Especially in the hilly Adivasi occupied regions.

· Where settlements are far-flung, roads and communications poor, and the economy relatively 

undeveloped.

· It is the major institution for the exchange of goods as well as for social intercourse.

· Local people come to the market to sell their agricultural or forest produce to traders, who carry 

it to the towns for resale, and they buy essentials such as salt and agricultural implements, and 

consumption items such as bangles and jewellery.

· But for many visitors, the primary reason to come to the market is social – to meet

kin, to arrange marriages, exchange gossip, and so on.





The colonial rule brought about many changes

o Incorporate the tribal in to national economy by constructing roads.

o Exporting minerals and rich forest produce.

o Exploited by money lenders and traders.

o Market for tribal labour emerged –center of exploitation.

o Many of whom resisted colonial rule through their so-called ‘tribal rebellions’.

o Tribals were also recruited as labourers to work on plantations and mines.

o Due to all these changes, local tribal economies became linked into wider markets, usually with very 

negative consequences for local people.

o The entry of traders and moneylenders from outside the local area led to the impoverishment of adivasis, 

many of whom lost their land to outsiders.



According to Alfred Gell (1982), the anthropologist who studied Dhorai

The market has significance much beyond its economic functions.
For example,

The layout of the market symbolises the hierarchical inter-group social relations in this region.
Different social groups are located according to their position in the caste and social hierarchy as well as in the 
market system.
The wealthy and high-ranking Rajput jeweller and the middle-ranking local Hindu traders sit in the central 

‘zones’, and the tribal sellers of vegetables and local wares in the outer circles.

The quality of social relations is expressed in the kinds of goods that are bought and sold, and the way in which 
transactions are carried out.
For instance, interactions between tribals and non-tribal traders are very different than those between Hindus of 
the same community: they express hierarchy and social distance rather than social equality.



CASTE-BASED MARKETS AND TRADING NETWORKS IN 

PRECOLONIAL AND COLONIAL INDIA

Economic transformation was thought to have begun only with the advent of

colonialism. It was assumed that India consisted of ancient village communities that

were relatively self-sufficient, and that their economies were organised primarily on

the basis of non-market exchange.

Under colonialism and in the early post-independence period, the penetration of the

commercial money economy into local agrarian economies, and their incorporation

into wider networks of exchange, was thought to have brought about radical social

and economic changes in rural and urban society.



It now seems that the sharp line that was often drawn between the ‘traditional’ and

the ‘modern’ (or the pre-capitalist and capitalist) economy is actually rather fuzzy.

Recent historical research has also highlighted the extensive and sophisticated

trading networks that existed in pre-colonial India.

Pre-colonial India had well-organised manufacturing centres as well as indigenous

merchant groups, trading networks, and banking systems that enabled trade to take

place within India, and between India and the rest of the world. These traditional

trading communities or castes had their own systems of banking and credit. For

instance, an important instrument of exchange and credit was the hundi, or bill of

exchange (like a credit note), which allowed merchants to engage in long-distance

trade.



Among, the Nattukottai Chettiars (or caste such as Nakarattars), of Tamil Nadu, banking and trade

activities were deeply embedded in the social organisation of the community.

The structures of caste, kinship and family were oriented towards commercial activity and

business activity was carried out within these social structures.

Nakarattar banks were basically joint family firms, so that the structure of the business firm

was the same as that of the family.

Their extensive caste-based social networks allowed Chettair merchants to expand their

activities into Southeast Asia and Ceylon.

The Traditional business communities in India are the Vaisyas, Parsis, Sindhis, Bohras and Jains.



TRADITIONAL BUSINESS COMMUNITIES

• There is a close connection between the caste system and the economy.

• Vaisyas’ one of the four varnas engaged in trade or business in Indian society since ancient
times.

• banias in North India, whose traditional occupation has been trade or commerce for a long
time

• Parsis, Sindhis, Bohras, or Jains were important merchant communities

• Banjaras a tribal’ group controlled long- distance trade in salt

• Nakarattars. operates trade and commerce often through caste and kinship networks.



COLONIALISM AND THE EMERGENCE OF NEW MARKETS

✗ destructing Indian cottage and hand loom industry due to the flooding of the market with

cheap manufactured textiles from England.

✗ Indian economy is fully linked to the world capitalist economy.

✗ Before colonialism, India was a major supplier of manufactured goods to the world market.

After colonialism, she became a source of raw materials and agricultural products and a

consumer of manufactured goods.

✗ New groups (especially the Europeans) entered into trade and business. Marwaris, and the

Birlas are examples.



Understanding Capitalism as a Social System

Karl Marx

Marx understood capitalism as a system of commodity production. All economic systems are
also social systems. Each mode of production consists of particular relations of production, which 
in turn give rise to a specific class structure. He said that the economy consist not only things, but 
also relations between people.

Under the capitalist mode of production, labour itself becomes a commodity, because workers 
must sell their labour power in the market to earn a wage. This gives rise to two basic classes –
capitalists, who own the means of production (such as the factories), and workers, who sell their 
labour to the capitalists.

The capitalist class make profit from this system by paying the workers less than the value of
what they actually produce, and so extracting surplus value from their labour.



COMMODITISATION AND CONSUMPTION

Commodification or Commoditisation occurs when things which were
not traded in market earlier become a commodity. For example, labour
or skills or water become things that can be bought and sold.

Consumption have not only economic reasons but also symbolic
meaning. In modern societies, consumption is an important way in
which social distinctions are created and communicated. The consumer
conveys a message about his or her socio-economic status or cultural
preferences by buying and displaying certain goods. Companies try to
sell their goods by appealing to symbols of status or culture.



Max Weber, point out that the goods that people buy and use are
closely related to their status in society. He coined the term status
symbol to describe this relationship. Consumption is one aspect of
lifestyle, but it also includes the way you decorate your home and the
way you dress, your leisure activities, and many other aspects of daily
life.



GLOBALISATION – INTERLINKING OF LOCAL, REGIONAL, NATIONAL AND 

INTERNATIONAL MARKETS

Globalisation is a period in which the world is becoming increasingly interconnected — not only
economically but also culturally and politically. The term globalisation includes an increasing
international movement of commodities, money, information, and people, as well as the
development of technology (such as in computers, telecommunications, and transport) and
other infrastructure to allow this movement.

A central feature of globalisation is the increasing extension and integration of markets around
the world. This integration means that changes in one market may have a profound impact in
another market.



VIRTUAL MARKET

It operates exclusively through computerised electronic communications. It allows customers
from around the world to buy and sell things. These transactions are conducted ‘in real time’ –
i.e., they take effect within seconds, and they involve no paper – no paper documents or paper 
currency.

Under globalisation, not only money and goods, but also people, cultural products, and images
circulate rapidly around the world, enter new circuits of exchange, and create new markets.
Products, services, or elements of culture

An example is the famous annual fair in Pushkar, Rajasthan, The fair is all the more attractive to tourists because it comes just 
before a major Hindu religious festival of Kartik Poornima, when pilgrims come to bathe in the holy Pushkar lake. Thus, Hindu 
pilgrims, camel traders, and foreign tourists mingle at this event, exchanging not only livestock and money but also cultural 
symbols and religious merit. Thus culture itself may become a commodity.

Yoga, Ayurveda, harvest festivals etc



DEBATE ON LIBERALISATION – MARKET VERSUS STATE

Liberalisation that was started in the late 1980s in India.

Liberalisation includes a range of policies such as the

privatisation of public sector enterprises (selling government-

owned companies to private companies); loosening of

government regulations on capital, labour, and trade; a reduction

in tariffs and import duties so that foreign goods can be imported

more easily; and allowing easier access for foreign companies to

set up industries in India.



Another word for such changes is marketisation, or the use of

markets or market-based processes to solve social, political, or

economic problems. These include relaxation or removal of

economic controls (deregulation), privatisation of industries, and

removing government controls over wages and prices.



Merits of Liberalisation

➢ it promote economic growth and prosperity because private industry is more efficient than 

government-owned industry.

➢ opened up Indian markets to foreign companies and foreign branded goods are now sold,

➢ Increasing foreign investment is supposed to help economic growth and employment.

➢ privatisation of public companies is supposed to increase their efficiency and reduce the 

government’s burden of running these companies.

➢ Some sectors of Indian industry (like software and information technology) or agriculture (like 

fish or fruit) may benefit from access to a global market



Demerits

✔ Some sectors (like automobiles, electronics or oilseeds) will lose because they cannot compete

with foreign producers.

✔ The privatisation or closing of public sector industries has led to loss of employment in some

sectors.

✔ growth of unorganized sector employment at the expense of the organised sector. This is not

good for workers.



✔ Earlier, Indian agriculture was protected from the world market by

support prices and subsidies. Support prices help to ensure a minimum

income for farmers because they are the prices at which the government

agrees to buy agricultural commodities. Subsidies lower the cost of

farming because the government pays part of the price charged for inputs

(such as fertilisers or diesel oil).Liberalisation is against this kind of

government interference in markets, so support prices and subsidies are

reduced or withdrawn.



1 MARKS QUESTIONS

1. Consumption patterns express----- of the individual/group.

a. Commodification    b. Life style c. unity d. company

2. Status symbol is a concept proposed by--------

a. Emile Durkheim b. Karl Marx       c. Max Weber. d. Auguste Comte

3. The weekly market system of the Dhorai symbolises.

a. Social hierarchy b. Position in the caste      c. Social distance d. all the above

4. Adam Smith studied the market economy and put forth his views in the book------

a. Wealth of Nation b. Nation & Wealth    c. Wealthy Nations d. None of the above

5. The era when India became 'more fully linked' to the World market was-----

a. Post Vedic       b. Pre-Colonial       c. Colonial        d. Post-colonial



6. 'Culture' has become a commodity in the growing 'global' market for--------tourism.

7. A market which is free from all kinds of regulation whether by state or other wise is known as--

----------.

8. The increasing extension and integration of markets around the world is a central feature of ----

----------------.

9. Liberalisation has worked as a disadvantage for farmers who have lost the benefit of--------------

and------------from the government. 

10. India has experienced 'indigenous' capitalism through the economic activites of ---------a 

business community of Tamil Nadu.



11. The weekly markets are periodic markets. (State True or False).

12. Laissez faire policy was introduced by Amartya Sen. (correct the statement).

13. Unorgainzed sector offers security and economic benefits to its employees. (correct the 

statement) .

14. Jajmani system is an example fo non-market exchange system of pre-colonial era. (State True 

or False).

15. The traditional trading communties included only the 'Vaishyas‘ (state true or false).


