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Aristotle Economizes the Market

Dotan Leshem

So when currency had been now invented as an outcome of the nec-
essary interchange of goods, there came into existence the other 
form of art of supply (Chrematestikes), commercial trade.
—Aristotle, Politics 1257b

Introduction

In his seminal article “Aristotle Discovers the Economy,” Karl Polanyi 
argues that Aristotle discovered what is customarily referred to as “the 
economy”:1 “In Aristotle’s writings we possess an eye- witness account of 
some of the pristine features of incipient market trading at its very first 
appearance in the history of civilization” (AD, 67–68).2 To fully appreciate 

1. Karl Polanyi, “Aristotle Discovers the Economy,” in Trade and Market in the Early 
Empires: Economies in History and Theory, ed. Karl Polanyi, Conrad M. Arensberg, and 
Harry W. Pearson (Glencoe, IL: Free Press, 1957), 64–94. Hereafter, this work is cited 
as AD.
2. Market trading involves exchange using money.
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the extent of Polanyi’s claim, one has to turn to another of his seminal 
works, “The Economy as an Instituted Process,”3 where he offers a distinc-
tion between what he calls formal and substantive economies: “the formal 
meaning of economic derives from the logical character of the means- ends 
relationship, as apparent in such words as . . . ‘economizing’” (EI, 243). 
Substantive economy is defined as “an institutional process of interaction 
between man and his environment . . . that involves the use of material 
means to satisfy ends” (EI, 248). What Polanyi calls formal economy is 
associated with modern economic theory and governs human action within 
the bounds of the institution of the market, while substantive economy, he 
claims, took different forms throughout history (the market being only one 
of them). Thus, to economize means subjecting a sphere of human exis-
tence—in this instance, substantive economy—to the formal logic attached 
to the means- ends relationship. By arguing that Aristotle had already dis-
covered the formal logic governing people’s conduct in the market, Polanyi 
ascribed to Aristotle a “sociological” approach that theoretically describes—
rather than prescribes—human conduct in the market (AD, 79).

I will argue, however, that Aristotle’s thinking on the subjects of the 
market and the economy was far more radical than even Polanyi realized 
(AD, 66). For Aristotle was not merely just a brilliant bystander who hap-
pened to “divine the full specimen from the embryo” (AD, 68) from a specific 
historical vantage point; and he did more than discover a formal economy 
stemming from the management of human subsistence within the institu-
tion of the market. In fact, Aristotle offered a way to economize the market 
by embedding it within the oikos and subordinating it to the formal logic of 
its economy. I will recount the way Aristotle sought to economize the mar-
ket by first reconstructing the distinction between the formal economy and 
the market, and this will allow me to further radicalize Polanyi’s critique of 
contemporary market economy: where he demonstrated that substantive 
economy isn’t necessarily tied to the market—but can actually take place 
in other institutions, such as the oikos—I will venture to demonstrate that 
the formal economy, too, isn’t necessarily tied to the market and can indeed 
operate within other institutions. Moreover, the market itself has been gov-
erned by a different kind of formal economy. Reconstructing the history of 
the relationship between economy and market will therefore allow me to 
argue that we are free to choose how to constitute the relations between 

3. Karl Polanyi, “The Economy as an Instituted Process,” in Trade and Market in the Early 
Empires, 243–69. Hereafter, this work is cited parenthetically as EI.
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the market and the economy. Recounting the fact that there are several 
formal economies besides the market is crucial since, as Aristotle foresaw, 
the existence of politics necessitates a market. Thus, the crucial challenge 
facing critical thought today is not the reconstitution of nonmarket institu-
tions in which human subsistence will be secured but rather thinking of 
ways to subject the market to another formal economy.

However, some conceptual clarification is called for in the advance-
ment of these claims. First, there needs to be a distinction between scarcity 
and formal economy; hence, formal economy will not be solely attached to 
the market—which accounts for only one of its manifestations (one that, as 
Polanyi put it, “stems from the boundlessness of man’s wants and needs, 
or, as it is phrased today, from the fact of scarcity” [AD, 66]).4 Second, 
another kind of formal economy needs to be introduced besides the par-
ticular formal economy that governs the market, namely, a kind of formal 
economy that derives from setting a limit to people’s wants.

Polanyi may have been right to claim that Aristotle discovered the 
formal rules governing the market, but the latter was far from discovering 
the formal economy that governed subsistence in Greek- speaking antiquity. 
Economy (oikonomia)—the management and dispensation (nemein) of the 
household (oikos)—was a well- established art and theory by Aristotle’s 
time, and according to Diogenes Laertius, he even wrote a treatise on 
it.5 Indeed, the economy had already been formalized by Xenophon,6 if 
not earlier by Antisthenes, the founder of Cynicism;7 philosophers, rheto-
ricians, and poets had already used the term in addressing the public 
before Aristotle’s time.8 Later, Aristotle’s students composed three texts 
on formal economy,9 all ascribed to Aristotle himself. Subsequent treatises 
on economy that have been preserved include a Platonic dialogue titled 

4. See also AD, 77–78, 80–81.
5. Diogenes Laertius, The Lives and Opinions of Eminent Philosophers, trans. C. D. 
Yonge (London: George Bell and Sons, 1853), 2.12.
6. Xenophon, Oeconomicus: A Social and Historical Commentary, trans. Sarah B. 
Pomeroy (Oxford: Clarendon, 1994).
7. Diogenes Laertius, Lives 6.16.
8. See Socrates, Apology 36b; Lysias, On the Murder of Eratosthenes 1.7; and Sopho-
cles, Electra 190.
9. Pseudo- Aristotle, Economics, in The Politics and Economics of Aristotle, ed. Edward 
Walford (London: G. Bell and Sons, 1910), bks. 1 and 2, pp. 289–303 and 303–25, respec-
tively. See also Economics, in Aristotle in Twenty- Three Volumes, vol. 18 (Cambridge, 
MA: Harvard University Press, 1935), bk. 3, pp. 400–448.
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Eryxias, which tackles the question of wealth;10 a summary of Stoic11 and 
Peri patetic12 economic thought by Arius Didymus; and treatises by mem-
bers of the Pythagorean,13 Stoic,14 and Epicurean15 schools, all dedicated 
to the formal art and theory of economics.16 Common to all these ancient 
Greek texts is the conception of the oikos as an institution of social repro-
duction in which wife, children, slaves, and material means for subsistence 
are economized (with the latter being the least significant).17

Ancient and modern formal economies share a division between 
the theoretical and the technical,18 but they diverge in their explicit rela-
tion to ethics: modern economics “involves inter alia a firm rejection of the 

10. Ascribed to Plato, but apparently written by someone else. Pseudo- Plato, Eryxias, in 
Greek Economics, ed. M. L. W. Laistner (London: J. M. Dent, 1923), 41–64.
11. Arius Didymus, Epitome of Stoic Ethics, ed. Arthur J. Pomeroy (Atlanta: Society of Bib-
lical Literature, 1999).
12. Arius Didymus, Stobaeus Anthologium 2.7.
13. Callicratidas, “On the Felicity of Families,” in The Pythagorean Sourcebook and 
Library: An Anthology of Ancient Writings Which Relate to Pythagoras and Pythagorean 
Philosophy, ed. Kenneth Sylvan Guthrie (Grand Rapids, MI: Phanes, 1987), 235–37.
14. Hierocles, “On Economics,” in The Pythagorean Sourcebook, 285–86.
15. See Philodemus, Philodemi Peri Kakion liber decimus, ed. Christian Jensen (Leipzig: 
B. G. Teubner, 1906); and the neo- Pythagorean Bryson, in Der Oikonomikos des Neu-
pythagoreers Bryson und sein Einfluss auf die islamische Wissenschaft, ed. Martin Pless-
ner (Heidelberg: C. Winter, 1928).
16. Besides the above- mentioned texts, Albert Augustus Trever, A History of Greek Eco-
nomic Thought (Chicago: University of Chicago Press, 1916), 128–29, refers to texts com-
posed by Xenocrates, Theophrastus, Metrodorus of Lampsacus, and Dio Chrysostom 
that are mentioned by other ancient writers, or of which only a few fragments survived.
17. Aristotle, Politics, in Aristotle in Twenty- Three Volumes, vol. 21 (Cambridge, MA: Har-
vard University Press, 1944). Hereafter, this work is cited parenthetically as Pol. Aristotle 
enumerated the relations between the master and the slave, the wife and the children, as 
the primary and smallest parts of the oikos (Pol. 1253b) that sustain the household (1252a, 
1253b), to which he added the economy of things. The same division appears in a fragment 
of a book titled On Economy, composed by him (see Carlo Natali, “Oikonomia in Hellenistic 
Political Thought,” in Justice and Generosity Studies in Hellenistic Social and Political Phi-
losophy: Proceedings of the Sixth Symposium Hellenisticum, ed. André Laks and Malcolm 
Schofield [Cambridge: Cambridge University Press, 1995], 103). Including things and 
people as part of the economy can be found in Pseudo- Aristotle, Economics, bk. 1, 1343a, 
and in Callicratidas, “On the Felicity of Families,” 235. The division of economy into four 
branches was common among the Stoics (see Christos Baloglou, “Economics and Chre-
matistics in the Economic Thought of the Stoic Philosophy,” History of Economic Ideas 10, 
no. 3 [2002]: 88, 93) and can be found in Bryson (see Plessner, Der Oikonomikos, 145).
18. See Natali, “Oikonomia,” 105; and Voula Tsouna- McKirahan, The Ethics of Philo-
demus (Cambridge: Cambridge University Press, 2007), 165.
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‘ethics- related’ view,”19 while ancient formal economics were closely tied to 
ethics.20 Aristotle’s formal economy of the market is no exception: besides 
analyzing the market theoretically in the first two books of his Politics, it is in 
the fifth book of his Ethics that he prescribes how to economize the market. 
Thus, Polanyi is wrong in asserting that “economic theory cannot expect to 
benefit from Book I of Politics and Book V of the Nicomachean Ethics” (AD, 
67): together, those constitute a formal art and theory of economy based 
on the ethical standpoint that “human needs . . . are not boundless; nor is 
there a scarcity of subsistence in nature” (AD, 80).

Common to both formal economies—the ancient economy of the 
oikos and the contemporary economy of the market—is the prudent (or 
as Polanyi would have it, “rational”) management of the relation between 
means and ends. The two economies differ, however, in the way they frame 
this economic rationality: in the market economy—as described by Polanyi—
rationality serves “the boundlessness of human wants and needs—the 
logical correlate of ‘scarcity’” (AD, 78); while in the ancient oikos (as I will 
describe later), prudent action served the satisfaction of need by subjecting 
it to the virtue of sophrosyne (soundness of mind)—which Aristotle claimed 
was “named so because it keeps prudence unharmed.”21 Indeed, he saw 
prudence (phronesis) itself as an intellectual rather than an ethical virtue 
(Eth. Nic. 1103a), concerned as it is with action in relation to the things 
that are good and advantageous for human beings (Eth. Nic. 1140a–b22), 
enabling people to deliberate on the means to an end (Eth. Nic. 1141b)23 that 
cannot be achieved without economy (Eth. Nic. 1142a), itself described as a 
disposition of prudence in the oikos (Eth. Nic. 1141b).24

19. Amartya Sen, On Ethics and Economics (Oxford: Basil Blackwell, 1987), 15.
20. Natali, “Oikonomia,” 105; and Tsouna- McKirahan, The Ethics of Philodemus, 165.
21. τὴν σωφροσύνην τούτῳ προσαγορεύομεν τῷ ὀνόματι, ὡς σῴζουσαν τὴν φρόνησιν. 
Aristotle, The Nicomachean Ethics, trans. H. Rackham, in Aristotle in Twenty- Three Vol-
umes, vol. 19 (Cambridge, MA: Harvard University Press, 1934), 1140b. Hereafter, this 
work is cited parenthetically as Eth. Nic. Aristotle here plays on the etymology of the word, 
arguing that it is a combination of the verb suzein (keeping unharmed) and the noun phro-
nesis (prudence). According to Helen North’s magisterial book, Aristotle is wrong to do 
so. See Helen North, Soundness of Mind: Self- Knowledge and Self- Restraint in Greek 
Literature (Ithaca, NY: Cornell University Press, 1966), 3n10.
22. See also 1141b.
23. Aristotle stresses the calculative nature of phronesis, saying that we speak of people 
as prudent “when they calculate well with a view to attaining some particular end of value 
other than those ends which are the object of an art” (Eth. Nic. 1140a).
24. See also Aristotle, Eudemian Ethics, in Athenian Constitution: Eudemian Ethics; 



44 boundary 2 / Fall 2013

However, Polanyi’s conception of economic rationality can be seen 
as very much akin to Aristotle’s conception of prudence, defined “as a 
choice of means in relation to ends . . . ‘rational’ does not refer to either 
ends or means, but rather to the relating of means to ends” (EI, 245). More-
over, Polanyi sees no reason for subjecting formal rationality to the service 
of boundless want, since “it is easy to see that there is choice of means 
without insufficiency of means . . . an abundance of means, far from dimin-
ishing the difficulties of choice, would rather increase them” (EI, 246).

I discuss Aristotle’s “sociology” in part 1 of this essay. I argue that 
while the oikos was situated as the foundation of the polis,25 Aristotle 
regarded the market as a by- product of the polis, constituting an immi-
nent threat to its very existence and to its very distinction from the oikos. 
As my analysis will show, in order to deal with the threat posed by the mar-
ket, Aristotle proposed extending the boundaries of the oikos to include 
the marketplace within it. In other words, his attempt to deal with the para-
dox inherent in market relations—a mode of political existence that carries 
within it the seeds of its own destruction—leads Aristotle to seek to econo-
mize the market.

In part 2, I present Aristotle’s view that the threat posed by the mar-
ket has to do with the vice of wantonness (akolasia), which drives people 
to boundless wants; he sees it as the negation of sophrosyne that governs 
the economic sphere. His economizing of the market, then, is grounded in 
the fact that, as he puts it, “these forms of constitution that already exist are 
not satisfactory” (Pol. 1260b), apparently, for dealing with the threat that the 
market poses to their very existence. Plato had already proposed a cure 
for this conundrum, according to which sophrosyne may be restored by the 
eradication of the distinction between the polis and the oikos—by having 
the citizens of the polis have “children, wives and possessions in common 
with each other” (Pol. 1261a), as if the polis were a gigantic oikos. “Which 
is preferable,” asks Aristotle, “the system that now obtains, or one conform-
ing with the regulation described in the Republic?” (Pol. 1261a). And he 
answers, neither. A third path must be sought, one that will avoid subjecting 
people to the vice of wantonness without eroding the possibility of people, 
as communal creatures, being “able to display liberality” or “perform[ing] 

Virtues and Vices, trans. H. Rackham (Cambridge, MA: Harvard University Press, 1935), 
1218b, pp. 198–478.
25. See Brendan Nagle, The Household as the Foundation of Aristotle’s Polis (New York: 
Cambridge University Press, 2006).
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a single liberal action, since the active exercise of liberality takes place in 
the use of possessions” (Pol. 1263b). The answer to this pressing question 
was to embed the market within the bounds of the substantive economy of 
the oikos by subjecting it to the formal economy of sound- minded conduct. 
This brilliant solution—putting the virtue of soundness of mind in command 
of the boundless wants aroused by the market—was maintained for more 
than two millennia, as Polanyi himself convincingly describes elsewhere.26

In part 3 of the essay, I argue that Aristotle failed to foresee the 
possibility of a modern market economy in which people pursue a luxuri-
ous and happy life by economizing boundless wants. By following promi-
nent modern economists’ different definitions of the scope and methods of 
economic science, I argue that Aristotle was ignorant of such an option. 
He denied that wanton people are capable of acting prudently, wrongly 
ascribing prudent action solely to people of soundness of mind. In doing 
so, Aristotle ignored the possibility of freely subjecting oneself to a hedo-
nistic calculus of pleasure by rationally subjecting oneself to the pursuit of 
boundless wants instead of setting a limit to them.

Finally, in my conclusion, I discuss some of the consequences of the 
choice we face today between economizing the market, as suggested by 
Aristotle, and marketing the economy, as suggested by modern economists.

1. Aristotle Economizes the Market

a. A Short History of Communal Life
Aristotle’s conception of the market as the by- product of the polis 

appears most lucidly in his account of the level of sharing found in different 
types of communities. At the dawn of history, Aristotle informs us, was the 
oikos: “The partnership . . . that comes about in the course of nature for 
everyday purposes.” At the second stage, the village was formed: “The pri-
mary partnership made up of several oikoi for the satisfaction of not mere 
daily needs is the village. . . . The village according to the most natural 
account seems to be a colony from a oikos . . . for every oikos is under the 
royal rule of its eldest member, so that the colonies from the oikos were 
so too.” Only at the third stage was the political community formed: “Com-
posed of several villages is the polis; it has at last attained the limit of vir-

26. Most notably in Karl Polanyi, The Great Transformation: The Political and Economic 
Origins of Our Time (Boston: Beacon Press, 2001), 45–58. For a direct reference to Aris-
totle and the theses of Aristotle’s discovery of the economy, see 56–57.
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tually complete self- sufficiency, and thus, while it comes into existence for 
the sake of life, it exists for the good life” (Pol. 1252b).27

To this historical narrative, or “sociological bent,” as Polanyi called it 
(AD, 80), Aristotle added a description of the corresponding art of supply-
ing each community with its material means of subsistence. It should be 
stressed, again, that the supply and management of material means are 
only one aspect, and the least important one, of the economic community 
(or the political, for that matter), and that the good life that one may experi-
ence in the polis is not about wealth.

In the primary association therefore (I mean the oikos) there is no 
function for trade. . . . For the members of the primitive oikos used 
to share commodities that were all their own, whereas on the con-
trary a group divided into several oikoi participated also in a number 
of commodities belonging to their neighbors . . . for which they were 
forced to make their interchanges by way of barter. . . . Exchange on 
these lines therefore is not contrary to nature . . . ; yet out of it com-
mercial trade in due course arose. . . . So when currency had been 
now invented as an outcome of the necessary interchange of goods, 
there came into existence the other form of the art of supply, com-
mercial trade (to kapelikon). (Pol. 1257a–b)28

In the section just cited, Aristotle enriched his “sociology” by add-
ing the art of supply to be found in each of the stages of the history of 
communal life. As the Aristotelian story goes, in the first stage, there is 
no exchange of any sort, since everything is held in common. A rise in the 
community’s degree of self- sufficiency decreases the level of sharing. In the 
second stage, that of the village, the level of sharing is still relatively high, 
and only simple barter between the oikoi takes place. In the last stage, that 
of the polis, the self- sufficient community of all the communities, is accom-
panied by the appearance of commercial trade, markets, and money.

b. The Other Form of the Art of Supply
According to Aristotle, commercial trade is “the other form of the art 

of supply.” The discussion of the art of supply and its division into two forms 

27. The thought, “while it comes into existence for the sake of life, it exists for the good 
life,” is continued: “Therefore the impulse to form a partnership of this kind is present in all 
men by nature; but the man who first united people in such a partnership was the greatest 
of benefactors” (Pol. 1252b–1253a).
28. Here I follow Polanyi’s translation. See his elaborate discussion in AD, 91–92.
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in the Politics precede the claim that the market is the by- product of the 
polis. In the beginning of this inquiry, Aristotle distinguishes between the art 
of supply and economy: “The function of the former is to provide and that of 
the latter to use” (Pol. 1256a). Equipped with this distinction, Aristotle goes 
on to examine whether the art of supply is part of the economy, serves it, 
or is alien to it: “One kind of acquisition therefore in the order of nature is a 
part of economy in accordance with which either there must be forthcom-
ing or else that art must procure to be forthcoming a supply of those goods, 
capable of accumulation, which are necessary for life and useful for the 
community of polis or oikos” (Pol. 1256b).

The form of supply that originates in the primordial community of the 
oikos, before the appearance of barter and the market, is part and parcel of 
what Polanyi called substantive economy, originating in humans’ interaction 
with their environment and involving the use of material means to secure 
subsistence. This form of the art of supply has a limit set to it, “for the 
amount of such property sufficient in itself for a good life is not unlimited” 
(Pol. 1256b).

The art of supply by barter, in the more advanced partnership of 
the village, does not exceed the boundaries of substantive economy and 
thus is “not contrary to nature, nor is it any branch of the art of supply, for 
it existed for the replenishment of natural self- sufficiency” (Pol. 1257a). The 
breach between the art of supply and substantive economy appears when 
commercial trade—“the other form of the art of supply”—which accompa-
nies the appearance of the polis, is introduced. This leads people to act as 
if there is “no limit to riches and property. Owing to its affinity to the art of 
supply of which we spoke, it is supposed by many people to be one and the 
same as that; and as a matter of fact, while it is not the same as the supply 
spoken of, it is not far removed from it. One of them is natural, the other is 
not natural” (Pol. 1256a).

2. Soundness of Mind vs. Wantonness

a. The Threat of Wantonness Embedded in the Market
The market, as a sphere in which commercial trade generates 

boundless wants in man, appears in Aristotle’s thought as a necessary 
by- product of the political community. Aristotle regards the market as 
unnatural because it arouses this boundless wanting. He enumerates two 
kinds of such boundless wants.29 The first kind is aroused in those who 

29. The distinction between the two appears most clearly in Eudemian Ethics 1215a–b.
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“suppose that it is the function of economy to increase property, are con-
tinually under the idea that it is their duty to be either safeguarding their 
substance in money or increasing it to an unlimited amount. The cause of 
this state of mind is that their interests are set upon life but not upon the 
good life; as therefore the desire for life is unlimited, they also desire without 
limit the means productive of life” (Pol. 1257b–1258a). The boundless desire 
for life itself is attached to the accumulation of money, which, according to 
Aristotle, “does not exist in nature but by law (nomos)” (Eth. Nic. 1133a), 
again pointing to money (and markets) as a by- product of the polis. This is 
made clear when taking into account that the (political) law distinguishes 
between the oikos and the polis; the boundaries set by law, much like the 
walls surrounding the polis that distinguish it from cosmological nature,30 
form the boundaries of the political sphere as an extraeconomic sphere. 
By situating the law as a man- made artifact that distinguishes between the 
economic sphere (which is managed by the oikodespotes rather than gov-
erned by the law of the polis 31) and the political sphere (which is governed 
by law), the polis is constituted as a solely human sphere that is distin-
guished from nature, which makes its appearance and is prudently man-
aged in the bounds of the economic partnership.

Such an apolitical life, solely dedicated to the other form of the art 
of supply, is seen by Aristotle as governed by violence, focused on means 
rather than ends, and as such cannot be considered as a happy form of life 
(Eth. Nic. 1096a).32 Material wealth, the outcome of the art of supply, serves 
only as a means to a higher end (Pol. 1258a; Eth. Nic. 1097a, 1096a), such 
as political and theoretical life. When a person is solely preoccupied with 
monetary gain that goes out of bounds, he or she will never cease to econo-
mize and will never rise above economic occupations into nobler ones such 
as politics and philosophy, which Aristotle deems happy. As such, this pre-
occupation undermines the existence of the political community.

30. This is encapsulated in Heraclitus’s famous fragment, “The People should fight for 
their law as for their city wall.” See also Hannah Arendt, The Human Condition (Chicago: 
University of Chicago Press, 1958), 63; and Giorgio Agamben, The Kingdom and the 
Glory: For a Theological Genealogy of Economy and Government (Stanford, CA: Stan-
ford University Press, 2011), 17–19.
31. The absence of law from the economic sphere can be found in Aristotle’s description 
of the master- slave relationship: “Hence there can be no injustice between them, and 
therefore nothing just or unjust in the political sense. For these, as we saw, are embodied 
in law, and exist between persons whose relations are naturally regulated by law, that is, 
persons who share equally in ruling and being ruled” (Eth. Nic. 1134b).
32. See also Pol. 1323b and Pol. 1256b.
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The second kind of misconception aroused by the market can be 
found in “those who fix their aim on the good life [and] seek the good life as 
measured by bodily enjoyments, so that inasmuch as this also seems to be 
found in the possession of property, all their energies are occupied in the 
business of supply; and owing to this the second kind of the art of supply 
has arisen. For as their enjoyment is in excess, they try to discover the art 
that is productive of enjoyable excess” (Pol. 1258a).

The second type of wantonness does not stem from the lack of ability 
to rise above the economic domain, for it takes place outside the bound-
aries of the substantive economy. Rather, it stems from what Aristotle sees 
as the vulgar misconception that the happy and good life is the luxurious 
life, a life attached to the other kind of the art of supply, rather than the truly 
good and happy political and/or theoretical life (Eth. Nic. 1095b).

Common to both misconceptions is that they undermine the exis-
tence of the political community. Thus, the market, as a by- product of the 
polis, also poses a threat to its mere existence.

b. Soundness of Mind
Aristotle made sure to clarify that both misconceptions aroused by 

the market originate in unbounded pursuit of carnal enjoyment. We are, he 
writes, “blaming unrestraint . . . with reference to some particular bodily 

Table 1. The Art of Supply in Human Communities

Community Level of 
sharing

The art of 
supply: in 
relation 
to the 
economy

The 
art of 
supply: 
its 
quality

The 
art of 
supply: 
its limit

The art of 
supply: its 
principle of 
action

Oikos Everything Part of the 
economy

Natural In the 
economy

Soundness 
of mind

Village Everything Serves the 
economy

Natural In the 
economy

Soundness 
of mind

Polis Rule, law, 
space

Alien to the 
economy

Unnatural No limit Wantonness
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pleasure, as a vice and not merely an error” (Eth. Nic. 1148a). These mis-
conceptions form part of the vice of wantonness, itself the negation of the 
virtue of soundness of mind. Aristotle’s attempt to distinguish substantive 
economy as a sphere that is subject to the virtue of soundness of mind 
is fully expressed when he turns his attention to the common object of a 
sound mind in the economy and in one’s soul—subsistence of life itself: 
“Soundness of mind therefore has to do with the pleasures of the body. But 
not with all even of these. . . . [It is] concerned with those pleasures which 
man shares with the lower animals, and which consequently appear slavish 
and bestial. These are the pleasures of touch and taste. . . . This is done 
solely through the sense of touch, alike in eating and drinking and in what 
are called the pleasures of sex” (Eth. Nic. 1118a). By clarifying that both mis-
conceptions aroused by the market originate in unbounded pursuit of car-
nal enjoyment, he analogizes the objects that are economized in the oikos 
and those directed by soundness of mind. Eating, drinking, and sex are the 
activities that secure physical existence and the continuation of the species, 
the end toward which two of the communities (master- slave, husband- wife) 
that form the oikos are aimed (Pol. 1253b). Faced with material subsis-
tence, to which achievement of soundness of mind is entrusted, one must 
economize according “to what is natural in amount, since the natural desire 
is only to satisfy one’s wants” (Eth. Nic. 1118b).

Thus, both the object and its mode of conduct are identical in one’s 
personal ethics and in the community of the oikos. They both involve a spe-
cific natural measure and natural desire whose satisfaction is a precondi-
tion for partaking in the good and happier forms of life, be it the political or 
the purely theoretical philosophy. After all, “the sophos equally with the just 
man and the rest [of the virtuous] requires the necessaries of life” (Eth. Nic. 
1177a), which are secured in the economic community.

c. Economizing the Market
In Aristotle’s “sociology,” substantive economy and the market are 

kept distinct, set apart by the political community. While the institution of the 
oikos, in which subsistence is secured, is seen as the primordial commu-
nity, located at the foundation of the polis that stems from it, market trading 
appears only after the foundation of the polis, of which it is a by- product. 
Moreover, while the sound- minded economization of the oikos is seen as a 
prerequisite for the proper functioning of the polis, market trading poses an 
imminent threat to its very existence.

It was this threat that motivated Aristotle to tackle head- on the prob-
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lem of the market and that brought economy and the market together. The 
problem he tried to solve was this: how to have commercial trade that will 
not cause the citizen to become wanton, and how can this be done without 
losing sight of the good life and/or having the luxurious life replace politi-
cal life as the commonly held form of the good life? The solution offered by 
Aristotle is that one must become a sophron, a man of sound mind, when 
conducting matters pertaining to bodily wants. Put differently, faced with 
the seemingly boundless wants aroused by the market, what one has to do 
is to simply “economize” the market, embed it within the substantive econ-
omy by prudently setting a limit to the wants aroused by it. That is, one sub-
jects the market to the formal economy of his or her times by treating the 
market as if it “came about in the course of nature for everyday purposes” 
(Eth. Nic. 1252b).

Aristotle did not designate a specific tool to deal with the market prob-
lem. Instead, he appointed the economic virtue of soundness of mind, origi-
nally designated to set the distinction between natural need and boundless 
wants, to deal with what he regarded as the unnatural unbounded wants 
aroused by the market. Thus, the solution offered by Aristotle to the threat 
posed by the market wholly depends on the possibility of naturalizing, as it 
were, the market. It depends on the ability to disguise the boundless unnatu-
ral wants generated by the market as nature’s excess rather than recognize 
them as a by- product of politics. Aristotle did this by generating the greatest 
distance possible between political activity and the market, embedding the 
latter in the oikos, bringing the economy and the market together. He even 
went as far as proposing that the polis should have two different agorai, one 
reserved for politics and the other for market trading (Pol. 1331a–b).

This distance is created by presenting the latter as a sphere in which 
natural need and boundless wants can be discerned and economized. 
When the market is presented this way, rather than as a by- product of the 
political community, its economization all of a sudden seems “natural.” The 
solution offered by Aristotle to the threat posed by the market is no more 
than trickery depending on the ability to disguise the boundless artificial 
desire generated by the market as nature’s excess.

3. Marketing the Economy

Aristotle’s trickery—economizing the market instead of designating 
a specific tool to deal with the boundless wants aroused by it—might be 
the reason why market economy presents us with yet another example of 
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the cunning of history. This cunning is revealed in the way prudent action, 
which was used to govern and limit wants, eventually became a servant of 
wantonness. This occurred when market economy was defined by modern 
economics as the sphere in which prudent action is a means for satisfying 
wants that know no bounds whatsoever.

The process through which contemporary economics came to be 
dominated by the vice of wantonness can be described as consisting of 
three steps: starting with John Stuart Mill, continuing with the neoclassical 
revolution, and culminating in Lionel Robbins’s and Gary Becker’s definition 
of the domain of economic inquiry. True enough, there were earlier traces 
of this kind of economy. Already at the beginning of the eighteenth cen-
tury, Bernard Mandeville praised the practice of private vices as a means 
to achieve public happiness; and toward the end of that century, Adam Fer-
guson argued that luxury is “necessary to . . . happiness,” thereby over-
turning Aristotle’s assertion that luxury is incompatible with any kind of true 
happiness.33 But the crucial step came with Mill, who diverted the domain 
of political economy from an investigation of the nature and causes of the 
“wealth of nations”34 to an investigation of that aspect of human and social 
action which, in Aristotle’s words, “seeks the good life as measured by 
bodily enjoyments.” Aristotle’s next words also fit Mill’s conception of the 
aspect of behavior that should be analyzed as if it were absolutely pre-

33. On the idea of luxury in the last quarter of the eighteenth century, see Nicholas 
Xenos, Scarcity and Modernity (New York: Routledge, 1989).
34. As the title of Adam Smith’s 1776 masterpiece puts it. Until the end of the 1820s, 
political economy was defined as the study of wealth—in most cases, material wealth. 
This definition is associated with such classical economists as Smith; Thomas Malthus, 
who claims that political economy deals with material wealth (T. R. Malthus, Principles 
of Political Economy [Cambridge: Cambridge University Press, 1989]); David Ricardo, 
whose focus is on the distribution of wealth (David Ricardo, On the Principles of Political 
Economy and Taxation, ed. Piero Sraffa with the collaboration of M. H. Dobb [Cambridge: 
Royal Economic Society, 1951]); and Nassau Senior, who claims that political economy is 
“the art which states the laws regulating the production and distribution of wealth, so far 
as they depend on the action of the human mind” (Nassau W. Senior, Four Introductory 
Lectures on Political Economy [London: Longman, Brown, Green, and Longmans, 1852], 
52). Even though classical economists (of the eighteenth and nineteenth centuries) held 
the view that selfish motives guide man in his pursuit of wealth and that the pursuit itself 
falls within the domain of their inquiries, these inquiries did not focus on the selfish aspect 
of human action, and they did not, according to Israel Kirzner, assume that this is the only 
aspect of human action to partake in their object of research (Israel Kirzner, The Eco-
nomic Point of View [Kansas City, MO: Sheed and Ward, 1976], 53). Here the historical 
trajectory of my analysis closely follows Kirzner’s.
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dominant in human and social action: “inasmuch as this also seems to be 
found in the possession of property, all their energies are occupied in the 
business of getting wealth . . . for as their enjoyment is in excess, they try to 
discover the art that is productive of enjoyable excess” (Pol. 1258a).

Mill describes the aspect of human action that governs the domain 
of inquiry of political economy in the following manner:35

[Political economy] does not treat of the whole of man’s nature as 
modified by the social state, nor of the whole conduct of man in 
society. It is concerned with him solely as a being who desires to 
possess wealth, and who is capable of judging of the comparative 
efficacy of means for obtaining that end. It predicts only such of 
the phenomena of the social state as take place in consequence 
of the pursuit of wealth. It makes entire abstraction of every other 
human passion or motive. . . . Political Economy considers mankind 
as occupied solely in acquiring and consuming wealth; and aims at 
showing what is the course of action into which mankind, living in a 
state of society, would be impelled, if that motive . . . were absolute 
ruler of all their actions.36

Despite the apologetics that accompanied the positing of the person 
who is governed by the desire of wealth as the object of inquiry of political 
economy,37 a discourse that took great pains to show that such persons 
need not lose their soundness of mind, history has proved Aristotle right in 
his statement that people are either “sound minded or wanton” (Eth. Nic. 

35. Mill is commonly treated by historians of modern economic thought as the first econo-
mist to conduct a serious and reflexive methodological discussion (Mark Blaug, The 
Methodology of Economics; or, How Economists Explain [Cambridge: Cambridge Univer-
sity Press, 1980]; Daniel M. Hausman, The Inexact and Separate Science of Economics 
[Cambridge: Cambridge University Press, 1992]; and Wade D. Hands, Reflection with-
out Rules: Economic Theory and Contemporary Science Theory [Cambridge: Cambridge 
University Press, 2001]), and as laying the foundation for the discussion concerning the 
“scientific” status of economic theory.
36. John Stuart Mill, “On the Definition of Political Economy; and on the Method of Inves-
tigation Proper to It,” in Essays on Some Unsettled Questions of Political Economy, 2nd 
ed. (London: Longman, Green, Reader, and Dyer, 1874), 137.
37. At approximately the same time (1832), Richard Whatley claimed, in an apologetic 
speech, that economic theory is indifferent to the level of wealth man gains in his pursuits. 
In saying this, he tried to leave political economy (a title he opposed) at least theoretically 
within the scope of Aristotle’s definition of the discipline. The apologetic that appeared in 
Mill’s Utilitarianism stated that the happiness of society would grow if humans acted in a 
noble manner.
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1148a).38 At this early formation of modern economics, as clearly demon-
strated in the passage quoted above, political economists disregarded Aris-
totle’s warning concerning the threat of wantonness embedded in the mar-
ket. Instead, they focused their inquiries on what was then viewed as the 
vicious negation of the virtue of soundness of mind.

The second stage was partly influenced by the “social problem” that 
emerged in the nineteenth century, as a consequence of the wanton man-
agement of wants. The nature of the object of political economy seems at 
first glance identical to that of the classical oikos, namely subsistence. In 
what came to be known as the neoclassical turn, economic theory shifted 
its attention from the wanton pursuer of wealth to that of the consumer of 
the material requisites of well- being. At this stage, we can see how the pur-
suer of wealth is overshadowed by the other type of wanton person diag-
nosed by Aristotle: the one whose “interests are set upon life but not upon 
the good life.” This is exactly the type of person that appears in Alfred 
Marshall’s definition: “Political Economy or Economics is a study of man-
kind in the ordinary business of life; it examines that part of individual and 
social action which is most closely connected with the attainment and with 
the use of the material requisites of wellbeing. Thus it is on the one side a 
study of wealth; and on the other, and more important side, a part of the 
study of man.”39

Marshall’s definition illustrates the fact that the focus of economics 
had by then shifted. While not denying that the pursuit of wealth forms 
part of the economic domain, he stressed that the “more important side” is 
the attainment and use of the material requisites for securing subsistence. 
Left uneconomized for the time being were political and theoretical lives. 
William Stanley Jevons—a contemporary of Marshall and one of the three 
“neoclassical fathers” (together with Leon Walras and Carl Menger)— 
acknowledges this absence, as well as the absence of any limits to those 
wants that economics does address. Thus, he states that “a true theory 
of economy can only be attained by going back to the great springs of 
human action—the feelings of pleasure and pain.”40 Elsewhere, he writes, 

38. In premodern times, the dispositions of soundness of mind and wantonness were 
considered mutually exclusive. Moreover, according to the premoderns, wantonness can-
not be limited to a particular sphere or period because the main feature of this vice is its 
tendency to expand and take control of man’s action at all times and in all spheres of life.
39. Alfred Marshall, Principles of Economics, 8th ed. (New York: Macmillan, 1920), 1.
40. William Stanley Jevons, The Theory of Political Economy (London: Macmillan, 1888), 
282.
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“My present purpose is accomplished in . . . assigning a proper place to the 
pleasures and pains with which the economist deals. It is the lowest rank of 
feelings which we here treat.”41 A decade later, Francis Y. Edgeworth writes 
that economics deals with “the lower elements of human nature.”42

In the third stage of the development of modern economics, all limi-
tations whatsoever on the wants that form the domain of economics are 
withdrawn. People’s lives, as a whole, including their political and theoreti-
cal lives, are now economized. The discipline’s loss of distinctions appears 
most clearly in Robbins’s 1933 definition: “Economics is an art which 
studies human behavior as a relationship between ends and scarce means 
which have alternative uses. . . . It follows that Economics is entirely neutral 
between ends, that, in so far as the achievement of any end is dependent 
on scarce means, it is germane to the preoccupations of the economist. 
Economics is not concerned with ends as such.”43

In other words, as long as the want for a thing is boundless and thus 
cannot be saturated, regardless of its nature, this want lies within the eco-
nomic domain. This signifies a radical difference between Aristotle’s and 
Robbins’s formal meaning of economic: while for Aristotle, economy dealt 
with securing subsistence and delimiting wants by virtue of soundness of 
mind, Robbins defined economic as encompassing any human want that is 
boundless. And as stated forty- odd years later by Becker, all human wants 
are economized in a unified (psychic and social) space, which knows no 
distinctions between the two types of wants that Aristotle made sure to dis-
tinguish—wants that are properly economic, and wants that are luxurious.44 
Here, we see that people, as formalized by contemporary economics, are 
wanton to such a degree that it renders meaningless the distinction between 
these two types of wantonness: in contemporary economics, there is abso-
lutely no distinction between a want originating in the desire for life itself 
and one that originates in the desire for the good (though vicious) life.

From this presentation of the three stages of the formalization of 

41. Jevons, The Theory of Political Economy, 26.
42. Francis Y. Edgeworth, Mathematical Psychics (London: Kegan Paul, 1881), 52–53.
43. Lionel Robbins, Essay on the Nature and Significance of Economic Science, 3rd ed. 
(London: Macmillan, 1935), 16–24.
44. This loss of distinction between the different types of desires appears in the hypothe-
sis of the diminishing marginal rate of substitution. According to this hypothesis, when 
an individual’s quantity of object X increases, he will be willing to trade it for a quantity 
of object Y that is smaller than the one he would have been willing to accept before his 
quantity of X increased.
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human action in economic theory, culminating in the constitution of human 
beings as creatures who act in a unified boundless space in which every-
thing is economized in order to attain more of the same, we may draw a 
rather radical conclusion. The most crucial phenomenon in this process 
was the marketization of the economy, carried out by the replacement of 
the virtue of soundness of mind with the unified vice of wantonness as gov-
erning human rationality/prudence. Thus, ironic as it may sound, instead 
of the market being economized, as suggested by Aristotle, the economy 
was marketed.

Conclusion

Despite the imminent threat posed by the market, Aristotle rejected 
Plato’s suggestion of sacrificing political life for the sake of sustaining the 
soundness of mind that enables the practice of a happy theoretical life. In 
order to save political life as a viable option, he brought another concept 
into play beside sound- mindedness: liberty. A good communal life requires 
more than the sound- minded limiting of wants. For a human community to 
be considered happy, its members must be able to act liberally:

Also the amount of property requires consideration . . . since it is 
possible to live sound mindedly yet miserably. But a better defini-
tion would be “to live sound mindedly and liberally” for if the two 
are separated a liberal mode of life is liable to slip into luxury and a 
sound minded one into a life of hardship, since surely these are the 
only desirable qualities relating to the use of wealth—for instance 
you cannot use wealth gently or bravely, but you can use it sound 
mindedly and liberally, so that it follows that these are qualities that 
have to do with wealth. (Pol. 1265a)

In this essay, I have tried to shed light on two critical problems in 
Aristotle’s solution to the threat posed by the market to the attainment of 
public happiness. The first was Aristotle’s trickery in naturalizing the market 
and the boundless wants it brings about. History’s ruse proved to hold the 
upper hand over Aristotle’s, when modern economics took this naturaliza-
tion at face value, eradicating the distinction between natural needs, which 
seek to secure subsistence, and unnatural desire, which aims at the maxi-
mization of pleasures. The second problem was Aristotle’s disregard of the 
fact that prudence can be kept unharmed by the wanton person, just as 
prudence may be sustained by the sophron.
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Aristotle’s oversight, of which modern economists have taken advan-
tage, is that the preservation of prudence is not monopolized by the virtue 
of soundness of mind. As modern economic theory and art proved, it may 
well be preserved by subjecting the economy to the vice of wantonness. 
In both cases, people are perfectly capable of acting both prudently and 
liberally.

On the other hand, as pointed out by Aristotle, moderating the econ-
omy does not necessarily dictate misery, and liberality does not necessitate 
the subjection of the economy to wantonness, as suggested by modern 
economists. Juxtaposing Aristotelian and market economy makes present 
the fact that we are free to choose between vicious and virtuous economy. 
Whether practicing economic virtue or its corresponding vice, prudence is 
maintained unharmed, and both the sophron and wanton person are liable 
to slip into some sort of bondage. Given their resemblance, we face an 
ethical choice between the two: public happiness may be achieved either 
by economizing private vice or by economizing its corresponding virtue. 
The choice between the two dictates the nature not only of both formal and 
substantive economy but also of the public happiness generated by them: 
a luxurious life, in the case of wanton economy, and a political and philo-
sophical life, in the case of virtuous economy.

Yet, I fear there is another obstacle that arises for those who wish 
to attain public happiness by economizing virtue rather than vice. Given 
the current state of affairs, in order to rehabilitate virtuous life, politically, 
economically, and philosophically, we must begin by reconstructing the dis-
tinction between market and economy, and, not less important, denatural-
izing the market. Such denaturalization of the market requires tackling two 
things: first, the boundless wants that arise in each and every one of us 
when entering market relations; and second, the imminent threat posed 
by the market to the stability of our political and economic communities. 
As the recurring crises that are the hallmark of modern marketized econ-
omy may have taught us, not much has changed in this respect since the 
days of Aristotle. Then as now, the following words of Aristotle seem to 
apply: that we, who “take for our special consideration the study of the form 
of political community that is the best of all the forms for a people able to 
pursue the best mode of life . . . may be thought to enter upon this inquiry 
because these forms of constitution that already exist are not satisfactory” 
(Pol. 1260b).


