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HOW MUCH MARKET AND HOW MUCH STATE IN THE ECONOMY? THE LESSON FOR THE ECONOMIC POLICY.
The economists are still troubled by the question: How much market and how much state in the economy? It is difficult to answer this question and to give an unambiguous answer.
The most important economic institutions include the market and the state. Both have an important impact on functioning of the economy, both during the expansions and contractions. It can be assumed that, in an institutional dimension, the market and the state set rules for themselves as well as for the socioeconomic system functioning within its boundaries.
Synthetic definition of the market was presented by Claude Menard (1995, pp.161-182) who said that: “Market is a specific institutional arrangement consisting of rules and conventions that make possible a large number of voluntary transfer of property rights on a regular basis; these reversible transfers are implemented and enforced through a specific mechanism of regulation, a competitive price system”.
The market is an institution creating conditions for relations between producers and consumers. Its basic function is a regulation of supply and demand. However, it happens that the market mechanism fails, as a result of its inclination to generate unfavorable phenomena in the economy, often socially unacceptable. The weaknesses of the market were very clearly presented by Paul Samuelson and William Nordhaus (1989, p. 43-48) who mentioned its three ineffectivenesses: inefficiency, inequality, instability. Then the state intervention is necessary.
According to Jacques Maritain (1998, p. 12-13) “The State is a part which specializes in the interests of the whole. It is not a man or a body of men; it is a set of institutions combined into a topmost machine: this kind of work of art has been built by man and uses human brains and energies and is nothing without man, but it countries a superior embodiment of reason, an impersonal, lasting superstructure, the functioning of which may be said to be rational in the second degree, insofar as the reason’s activity in it, bound by law and by a system of universal regulations, is more abstract, more sifted out from the contingencies of experience and individuality, more pitiless also, than in our individual lives”.     

A considerable number of economists, think that the state intervention to the economy is one of the most important factors shaping the business opportunities in countries with market economy. Many also claim, that regularities of development of a capitalist economy can be guaranteed only by a free market, and crises can clean and put the economy in order.
The necessary condition for keeping the decent speed of economic development is the existence of economic freedom, which is guaranteed by the market mechanism, as well as an obligation coming from the state. The place of the market and the state in the economy are very well expressed in the words of Jerzy Wiklin’s (2007, p. 43): “Relations between the state and the market can be compared to relations between three kinds of power in a democracy, so we have legislative, executive and judicial power. The fundamental condition for keeping a democratic government in power is a balance between these three kinds of power. If the position of one of them is excessive, so it can take control over the others, then the pillar of democracy is broken. In a democratic system three kinds of power complement and control each other. Equally fundamental role for functioning of a democratic capitalism has an proper relation between the market and the state. Economic freedom, which is ensured by freely operating market, is an indispensable element of a democratic system. It has not been possible so far to build a democratic state without a market economy, but one should remember that a market economy cannot guarantee democracy on its own. What is left, is a difficult task of building appropriate balance between the state and the market, based on the principle of check and balance”.
The market mechanism should be the regulator of most economic processes. It happens, however, that some defects are identified in the market mechanism, forcing the government to correct and supplement them. Stimulation of the market is especially important in a situation when the adverse economic shocks accumulate in the economy (e.g. unrestrained desire to multiply material goods, which is difficult to control by market players) and overcoming them cannot happen automatically with the help of an “invisible hand.”
In the environment of a cyclicality of the economy, the question: How much market and how much state is still up to date. The answer is not simple. It is still important, that a relation between market and the state do not create pathology, reflection of which can be an excessive subordination of one institution to the other. The market mechanisms and the presence of the state in the economy should complement each other, and the institutional solutions accepted in a particular country should guard capitalism. Then, the economy can be more resistant to crisis and turbulences. (Zalesko M. 2012, pp. 20-27)
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