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The Veblen-Commons Award

Kenneth H. Parsons

To honor Kenneth Tarsons, @ will review his werk iniestitwtional economies, in agni-

cultural and development cconomics. and his collaboration with John B Commons,

Fen was my faculty advisor in the Departinent of Agricuitural Feonomies when | was
astudent at Wisconsin in the 1930s and carly 1930s. He was always an inspiring
teacher, a sousce of insight and much broader perspective than that presented to
us i mainstream economices courses. Fhis intigued many students and broadened
their interests. even if they did not fuliy understand his idvas, He exposed us o the

philosophy of John Dewes and the institutional ceonomies of John R Commons,

Ken's contacts with Commons date bick 1o 1929 when he attended Commons” elass
on “Public Value.” He remiembiers this »sposure in the follwing words: = was deeply
impressed by his viewpoint and genuineh puzzled by the profound difficalties which
even svpathetie readers had in understianding what Commons was driving at.”™ After
“some ten vears of reading and eeflection.” Parsons published an article, entitled =Jokn
R. Common ~ Pointof View.™ D in 19420 i attempt to explain Commons and to
relate him o various issues i sociad thought, This publication, in . led 1o elose
coliaboration with Commons on tae latter's last hook. The Eeonomies of Collective
Action.? Commons was working on the manuseript of this book in his retirement in
Florida i the carly 12 10< He was very appreciative of the Parsons article and ashed
to have it inclided in the projected book. In November 19430 he wrote Parsons to
inquire whether Ken could take time to work with hiny for a month or two. His strength
was failing. and he expressed fear thate inless Parsons could help him. he would
not be able o finish the hook. Parsons spent five weeks with Commons in the sum-
mer of 1944, Jiscussing with him the manuseript aned editing it Parsons returned
to Madizon with the manuscript in order io check the references, make a fow changes.
and have it retyped. The nianuseript was returned to Commons in the spring of 1945,
and he. after a few changes retured it to Wiseonsin in April 1945 As Parsons wrote,
Commans felt his work was done. As it turned out, Commons died shortiy thereafter
in Raleigh. North Carolinas in May 1945, after visiting a few friends at the Univer-
sity of North Caralina,?



Parsons” work to finish editing the manuscript continued, and the book was published
in 1950,

The Universiy of Wisconsin was Commons” home sinee FO05. and it was here that
he wrote his Legal Foundations of Capitadism and Institutional Feonomies.) The first
three decades of this century were the Progressive Fra when Wisconsin polities wepe
dominated by the La Folletes, 1 was atime when state government worked elosels
with social scientists and engaged in political and economic reforms, Commons and
hix students were active in the analvsis of social problemes and the design of public
programs—at first at the <tate level and Later his stodents cortinued activities ot the
federal tevel during the time of the New Deal, Commons students plaved major voles
in the development and administracon of social securin collective bargaining
and in research positions in the Labor movement. But wiile Commons himsell com.
bined his contribation to ~ocial legislation with attempts 1o generate hroad theoreteal
formulations, his students” conteibutions were confined mwore o cither research and

teaching in narrower areas or working dircethy i the administration of programs,

[twas primarily Kenneth Parsons who continued the efort 1o explain aned elaborate
the broader implications of Commons" instituionalisim and eventually 1o apph it to

institutional aspects of Third Workd development, particularly i Africa.

I the carly 1960s. the Departinent of Feononies at Y\ seonsin underwent a drastie
transtormation of bringing in o number of new <tadl members. highty qualified in
mathematical cconomices and conometries, mone or e confining the institutionalisis
to the field of Tabor cconomics. No member of the departinent was interested in eon-
tinuing the course on institutiona) cconomics, 1t was o that time that the chairman
of the ecconomies departiment asked Ken to teach this couree, Faersinee. institutional
economivs at Wisconsin has hecen tanght v faenity of Agricultural Feonomics — ken
tili 1968 and me sinee then

Unlike cconomies. agricaltural ceonomic, along with other agricultural sciences, was
intended by various fedeval liws, heginning with the Morrill Act of 1862, 10 con-
tribute 10 the analysis and wolution of practical problems of farmers: research and
teaching were to he combined with extension. with farm problems hecoming subject
for research and rescarch findings prov iding extension information to farmers. While
most agricultural cconomists concern themselves with issues of firm mmanagement
and marketing of ag i ultural products, coneerns which tend 1o focus on applications
of muinstream economics. the field has also ineloded the analvsis of agriculiural policy
conperatives and other farm organizations. and issues arising out of property rights
and conflicts over the use o Tand and other nataral resources. Al these issues in-
volve institutional and policy asp. ets. Even in these areas. the majority of agricul-
tural cconomists attemnpt 1o vely on mainstream economics and/or very practical, ad

hoe experience derived from elose contacts with the varions actors involved. But the



nature of the issues made some agricaitural economists interested i looking i the
problems from a broader. institutionalist perspective. Kenneth Parsons was one of
the leaders of this group and in the 19105 did pioneering researeh on Land tenure
in the United States. particulrhy on the eole of the family ininfluencing the tenure

structore of LS agricaliure.?

After World War T USgnicadtaral ceonomisis hecame deeply involved minter-
national probiems and particalady incthe development problems of wgricaltaral see-
tor< of the Third Warld, Keonneth Pisons was one of the first. Hisinterest hegan
with his elose work with Third World stadents coming ininereasing mambers 1o Wis.
consin, ~tarting with a ke group of Chinese stadents toward the end of World War
H Ken servea in ~everal major overseas assignments: 1941950, with the Marshall
Pl i Paris: 1958590 with the Ford Foundition m Benat, Lebanon: 1908-7

as head of the Department of Agricultard Feonomies at the Eniveesiy of Teo Nigerin
under i U niversite of Wosconsin USATY contract: and 19750 1 Honduras with the
Laad Tenmre Conters v orking onagraian retorm, He conecied the need for, and
served as peogrion chacman ofcthe Warlld Fand Temire Conlerence held b 1951
atthe Universiy of Wisconsin: he was o frequent consultant to the Food and A
culture Ovenzation A of the T oited Nations and was instromental ininitiating
FAQ researeh on e rennre s e adso participaded m oy conferences and shorter

missions dealing wath the problenc ot the Thivd World

Mhronghout his weitings abont the Third Warld, Kenaeth Parsons has emphasized
that the issue i development s not onlv efficient growth of production, important
as this i, bust the quest for “ereating and transtorming an encompassing social and
ceononie order™ that accomnodar < the needs and ew activities of people and
resobves conflict saffici nth o achieyve some degrec of order,” Kenhas long grieved
that econmmics has attempted <o hard 1o resemble a physicad science with aomecha-

nis~tic. Newtanian analv-i= of conmmadinn relanons,

The September 1985 ivsie of JEL has four articles on mstitutionad econamies by
Kenneth Parcon<” mvseltsand oo other members of the Department o Agricul-
taral Feonomies at Wisconsin, As the preface o that <eries states, Ken, while listen-
ing to a decture o Uoscagriealtural policy. was “inspired o guestion the adequacy
of current economic analyvsi= " and “he challenged the presemt generation of students
to renew the study o institutional ceonomies™ (p. 7530 This has been his long. often

fomely but pessistents inspired and inspiving tash, a task well done,

Feel homored to e able o express here my personal appreciation for his work as

well as to muke these comments about his major contributions to our field.

Don Kanel

iil
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The Relevance of the ldeas of John R. Commons
for the Formulation of Agrieultural
Development Policies

Remarks upon Receivt of the Veblen-Commons Award

We propose on this occasion to honor a suggestion Professor Edwin
Witte used to make. that those of us who had found Professor John R,
Commons’s ideas valuable in our work should attempt to explain this
reevance o our colleagues in cconomics. | have not only been trailing
Commons by several decades in my carcer. I have also worked on pro-
fessional problems very diflferent from those he contronted. To make
such transitions of tme and existential references requires. of course,
that we must seek to achieve a general perspective on Commons's id-as
and upon a few Key ssues m economics as well as upon some central
ideas in agricultural development policy.

During the hfty vears and more since my student davs with Professor
Commons. the world has been torn asunder by wars, revolutions. de-
pressions. and the dissolution of empires. Stnce the countries that were
born, or reborn. out of the breakup of empires were mostly agricultural,
we in departments of agricultural cconomics confronted. soon after the
close of World War 11, a vast array of problems in the economic recon-
struction and development of agriculture, worldwide. Since these coun-
trics had to start national development programs from where they
were, we in this country needed to learn a great deal about the less-
developed countries to have any perspective on their histories and
problemns. Similarly, since cconomists could only move from where
they were, the established and orthodox theories of economics gradu-
ally came to dominate the discussions of cconomists regarding agricul-
tural development policies. These orthodoxies are now approximately
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polarized into the “free-market™ and the Marxian varieties of ortho-
doay !

The problems o agncultura) developmentand dey elopment policies
dffer markedhy from one part of the globe to another, as well as trom
the problems ot imndustrial des clopment. Ttis also oy ident that the tradi-
tonal systems of agriculture in Africa are hecoming mercasighy inad-
cquates most are runming down due largely 1o the detertoration of soil
and vegetation with the deching hastened by high rates of population
growth vet the feaders of these newiy independent countries must tr
to bindd viable states and economies out of tie remuants of 1ribal SOCL-
cires and subsistence ceononnes, as moditicd by approsmuately a cen-
tury of colbniladmimistration and population growth Tatm Amerean
COURITICS May now be surmounting. under anes generation of leader-
shipothe endemi problems of revolutions rooted i the protound m-
cquabiiy fistencd upon thern by coloni) poitcies-—a fate which onls
Conta Raca seams 1o have escaped. Maraan doctrne s Bad some-
thing of & ield day during muoch of they centurn but has nowhere dem-
onstrated that oo can provide o polies matis i whieh dericulture
develops viporousiv The current programsm China to escape the con-
st ot Mg aan otehtarnanism and to build asestem of modern ay-
enlture onothe toundations ot mior customar s of domng things
SCCM LG be vastiy stenthoons

AsT oy o undersiand the s amnous imtermational PrOgrams Lo encour-
e and suzport aencultaral des elopment. Teonclude that. tor the most
part. they have adopted asacentrol emphiass that aerculture can be de-
veloped by prancipal rehance upon mereasmy huan control over
physical nature-~by the apphication of seience and technology much of
rowithm somethimg hke s free-mirker conteats this seems to me 1o be
the i thrust of the programs of the World Bank and the hilateral as-
sistance progeams, includimg USAID as well as of our great founda-
tons. Nowhere hine the comprehensive outcomes been very
encouragig. Aud the tuture looks no better, unless ccononnsts are able
toachieve wider terms of reterence. The major interence bdraw from
Commons™s anahvsis an this pomt s tha mnereasinge human control
over physical nature can never be more than half—to speak
cliptically — ot the basis of the development of apricultere. for pro-
grams ot development must be carred out by the wills the acts, and the
hopes ot human being,

Teis mreterence to some such situations and provrams to develop ag-
riculture i the less-dey cloped arcas of the world that [ pow attempt to
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respond to Professoir Witte's suggestion. We turu first to the character-
ization and development of some of Commons’s key ideas.?

L

I note, first ofall, that John R. Commons did not consider himself 1o
be, and was not, a dissenter among economists. Rather, Commons at-
tempted to broaden the horizons of economics better to cope with the
problems of'a national economy in a corporate age. He never spoke dis-
paragingly of the orthodox economices of his day. As I read Commons's
mterpretation of the development of ecconomic thought, he emphasized
the new insights which successive generations of cconomists have
achieved. What set Commons apart in his own dav, and even now, was
parthy that he was able to select strategic problems tor rescarch, (rom
which he obtnned profound msights into the deeper issues in existence:
parth that he was a member of'a small band of American intellectuals
who devised the “instrumental™ approach to philosophical analvsis,
and within this small group he was an investigator of the most contro-
versial of ccononuie issues rather than a writer of philosophical trea-
uses: and partly that he was secking 1o understand how the incustrial
ceonomy of this countey could be humanized and stabilized. without,
one should noteoimpainng the productive ethcreney of the svstem. He
was sensitive to the deeperissues of poverty, imequality, and insecurity
1 an ccononne svstem where property and collecuve action mean
power His first magor theoretucal effort, published in 1893, was the
analysis of the role of monopoly power in the distribution of wealth.?
But his terms ot reference were oo narrow. From this, he went on in his
research 1o devise more inclusive ways 1o analvze the economic
arder—or. more precisely, the interrelations between the creation and
transtormation of social, cconomic, and political orders.

We need to remember. also. that Commons—a midwesterner—was
bornin 1862 and matured duning the tumultuous davs that followed the
Crivil War, This was a time of great socia! unrest, of the Granger move-
ment among farmers. of rapid mdustrializaton—mostly by immigrant
labor, with captams of industry. as they were called. famous for their
“public be damned™ atutudes. Commons once remarked 10 @ group of
students that, as a young man, he had decided he was for whatever
helped the common man.

Commons came to Wisconsin in 1903, initially to direct rescarch tor
a comprehensive documentary history of the industriahzation of this
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country.* He was soon engaged i research on industrial accidents as
welland was o key figure m o the design of an industrial insurance pro-
gram to cover acardents and the organization of the Wisconsin Indus-
trial Commission (in 1911, which adavnistered the program. More
than anyone clse. he provided the cconomic foundations for the Wis-
consin Progressive movement. kenneth Boulding, i a paper presented
to the American Leonomics Association onnusl meetings in 1936, re-
marked (m part): “through his students Commons was the intellectual
origan of the New Deall of Tabor legislation. of social securty, of the
whole movement oy this country toward a welfiare state. - He was the
Arst bram-truster—operating, 1t s e, only tor the most part on the
RArrow skage of Wisconsm, but setting a patterm of great tmportance for
the nextgeneraton The nstory of Conmimons's influence still remains
to be winen.™ Our miterest here e Commons's formulition s, of
course. with the issees ot theory and miethodology he devised rather
thin withi the partculan problems e addressed.

I hos analvss ot imdasiral acardents i the lumber mdustry of Wis-
consm. Commons tound voung men using power saws and other sharp
cuttimg toolssath bide attention bemg piven to safety. Serous personl
mpunes svere fiequent The Marsin sSlogan of the day was: “The capt-
talists are turmng e workers” blood into vold. ™ Commons found that
o worker sought compensition for mitry he had o prove amplover
neghipens e under the Faghsh common-taw rules Tor master-ser ant re-
Fations Bat e miasten mothis case was Lk chvacorporation domucited in
arother states Commnions and his associates deyised @ new approach o
the tormalation of procedaral teles relesant o the prevention ot and
compeisation tormmdustnal aeadents,

They proposed that all workers i plants ahos e some SUNTRINTIIRY VIS
be msured agamst aecrdents through an ciplover-pand compulsory -
surance program. tho scheduled rates of compensation assured 1o 1n-
qured workers regardiess ot Bl Sateny rules were devised by
representatives of the ciploser, the workers, and the pubhie, 1 hrough
hearings and ivesugation a commission tormuliated procedural rules,
which m eflect beeame statutors iw in Wisconsin, Commons msisted.
however. thai the costs ofimsurance to cach cmplover should reflect the
actual acadent record in his own plants to cncourage the adoption of
safety devices. The inspectors became satety engineers rather than
police-types as under the common-lan regime. The outcome was not
only a marked reduction i accidents and assured worker compensa-
tion, but that safety became a concern of the whole industry. In etlect,
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the whole cost o U program—and more—was covered out of in-
creases i social eticienes .

Essentiadly the same pattern of mquiry was followed by Commons in
response to a request from the povernor of Wisconsin that he solve the
problem of the corruption and speradic imvestment that resulted from
the short-term tranchises by which publc unhities were then chartered
m Wisconsimeandsmaore importanthy s that he find o oway public utiling
rates couhd berepnlated without the repulations being struck down by
the Courts as tahing o properts sathout due process of law under the
hith and towrteenth amendments (o the U S Constitution Tnquiries
1ato these questtons, parncabardy the ones vevarding dioe process of law,
hept Commumons and s students basy tor several vears, After some
seventeen vawrs of work Commons pubiished 7owed Foundations of
Capialoom, i 19240 10 was duomy s long mowry that Commons's
viewpomnt was sastematized. Out of his vescarch, Commons came 1o
SCCSYNICIIS D U Crvanization as yoing concems. given torm
working rules honored aind potentidiv sanctioned by whateyer powers
are at the disposad ot the heads of the concerns, This s oo aopeneral
concepuon o social order - order created and transtormed through the
sclection modication and bonorime of procedural rules,

Fhave tound Compons"s analvas of thc tanstormation of Eaglish
feudalism and the guslds s be miost sueyestinv e reatdime the problems
of creating productiv e and cguitable nononal connomie orders today i
the Jess-developed coumntes of the warld Wailion the Congueror in
Faoe considuered the fand his by rght of conguestand the people his
subjectas This pushed the Savon people alreads on the fand into a sub-
ordmate statis of tenancy - Tis they resisted. But the Crown required
notonly a productin e agricalture but also foot soldiers to sustam and
protect the realme Inshort the surs vl of the realm required a consid-
erable degree ofwillimg participation from the native people. To secure
the particmation of cultvators, the Crown gradually devised @ system
of King's Courts where the disputes between landlords and tenants
were settled-—this by selectively honoring and enforcing the customs
pracuced m the area. Out ot this came the whole system of the common
law of England. with deep roots in the Tives of the people. The svstem of
common law was eventually supplemented by the laws of cquity —out
of the necessity 1o provide suthaent security of expectations tor the fu-
ture to mduce the imvestment needed for cconomic development.

The crucial change e the procedural rules of government which sep-
arated property in fand from sovercignty tand therefore rent from
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taxes) was made by Parltament in 1660, Commons deseribes this
change:

Thus the right ot private property i land emerged from the struggle o' 450
vears between the sovereign as landlord and has vassals as tenants, over
the rental value of land. The collective bargatning over rents, beginning in
the Magna Cartain 1215 gl ending with the Restoration and a hinited
monarchy in 1660, transteered domumon from the will of the soverelgn to
the will of the teaant, s the stmple device of making fived and certam, in
terms of money. imstead of arbitrary m terms of commodities and ser-
vices. the rents owed by the tenant o the monarch. Private property
cmerged fiom the rent bargam carred on collectively m terms of money
between supreme landlord. the Mg and s tenants, The dan o pay den-
nite taves i cash. determined collectively by the monareh and the repre-
sentatves of the tnpayers. was substituted to: the indefinite duty to pay
rentoan commodities and services, determumed indis idually by the chief
kindlord.

The restrictnons so placed upon the arbitrary exercise of the powers of
prerogative by the hing assured a limiat 1o the duties 1o the king tor
which the tenants were hable: These limitations on the powers of the
prerogative created an Commons’s phrases. “an mdefinite residuum. ™
and “orbit where the will s free™ 1was withine this secure niche, cre-
aied by curtihing the st powers of prerogative, that growth and
development oceurred and within which people radually acquired citi-
zenship.a more representatin e parhamentary government was estab-
fished and the common-law 1ules ol property were created.

We cannot now further foilow Commons's analyvses ot property,
power.and the vanous forms that collectnve action have taken i the
Anglo-American traditton. Here we note stmply two poimts i Com-
mons’s conclusions: (1) that cconomic imstitutions were essentially col-
lective action i the restiaint. iberation, and expansion of individuai
actions®—this recognizes the possibihity o a creative roie for proce-
dural ruless and (2) that there were two major kinds of transactions
implicit or specitied by the procedural rules—authorized and authori-
tatve” In authorized transactions., the procedural rules spectfy the lim-
its within which the individual actions may occur by specifving
avordances—thus 1o this extent raakng the wills of the actors supreme
in their parucular domains. Authorized transactions are 1dealized in
conventional cconomics as free markets. The procedural rules for au-
thoritativ e transactions. howeyer, specty individual performances—
intended to make the wills of those in authority effective, top 1o
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bottom. This latter is what we mean by a totalitarian system. Under
such arrangements, there is little or no “indefinite residuum.” little or
no “orbit where the will is free.” and. one mieht add, unsausfactory
rates of national agricultural dey elopment,

Although Commons’s writings may seem complex to cconomists, 1
have yet to meet an economist who did not consider what he did—his
cmphasis upon nstitutions. property, economic power, corporations,
unons, even transactions—to be of tmportance. although they might
not consider it to be economies. Stated difterently, I know of no ccono-
mist who considers the character of the economic order 1o be insignifi-
cant. Then why have such issues been ignored by so many economists?
Theanswer, in my judgement. can be summarized by two ideas. both of
which have a long history: (1) conventional cconomie an: vsts centers
upon the cconomy asa universe of commodity relations: and (2) the op-

crations of national systems of ceonomy can best be analyzed by view-
ing national cconomies as mechanisms for transfor MINE resources into
commodities,

Kenneth £ Boulding, one of the more brilliant econonnsts of our
time. has long emphasized the concentration of cconomice analysis
upon commodity relations, to which the principle of mechanism has al-
wiys been a counterpart. However, he has commented recently, with
some alarm, abont the consequences of the “equitibrium trap™in which
cconomie analysis has been caught. Tnan invited lectere given to the
American Assoctation of Agricultural Economics in 1981, Boulding ob-
served regarding cconomices: “Its theoretical structure crystatlized n
Adam Smith: 1t has not changed much since. Adam Smith had a clear
concept of the system of commaodities as an cquilibrium system of
gquantities and prices. ... Marshall was clearly uncusy about the Newto-
nian quality of thnhhnum ceconomies and felt that cconomics should
use biological rather than mechanmical models. He was never able to
achieve this transition. ... Kevnes, again. never escaped the equihib-
rium trap. o

To understand the evolution of this “equilibrium tap.” to use Boul-
ding’s phrase. it seems helpful 10 review a bit of British history. For
Adam Smuth, while amazingly creative, was also a child of his own
times. Aswe all recognize. Adam Smith lived in the ¢ arly decades of the
industrial revolution. By this time there was deep dist'lusionment with
the rules of mercantilism.One senses that this was a time of g greatexpec-
tations regarding the potentials of the machines then being invented as
well as the promise of of the industrial revolution just beginning. In
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consequence. modern ccononne theory has developed as an interpieta-
ton of the industril ser otution and 11s SCUENCeS s cconomists hase
tried 1o understand and vive some direction 1o ey oly g natronal sys-
tems of cconomy as they furched along from era o eras getting farther
and Frther awas rom immicdiate releyvance 1o the existential vondr-
tnonswhich prevaabn the feast des cloped eountes of the world

Fam adse deepiy impressed By the sienificanaee rm ceonomie thought
of Professor v s W oprehe s anah s o the i Hecioud « Trvate ot the
seventeenth teoin mneteenths ooy W lnlnzh«;:d reters o the seven-

'

teenth contins e “certar e oo and abseryves, 1 e combimed
abors ot tour nien 10 biea G v e New ten R s Descartes,
and Chnstan Hoshens! e e iy el to be consndered the greatest

sinpde miteHectinn ccess that vt nd b oo aoleved T ] e preit

CUMIGTon canre ol cnnier i e e Cra owath s tormauala-
ton ol the natanad pen, miu O nn_h,n::um Wlntehead semarked re-

the eirhteensh and
nneteenth contivnies oo epine ! ’\j. e tact that the wordd Bad ot hold

arding ties pocple. " o of thoughit an
ot rdea that rccouhd nether fve witl v live sthout 7 Ynd so
has heen vath coononines eoer s

I the operay et o Leoad Dovons foovn o G s Caonns
mons coniented o the mthoence whneh New o s coaciple of iech-
sy b Dacd apon the thbaae of coonomiste and strpested why he
had concladed it an indestanding of one madern wostem of coon-
om regued s ccononist shonh e e atention o o Kinp rules.”
Henoted thatine prnaple o mechamsm formulated by S s New-
ton had become the leadmy prmnaple of explanation tor all the SCICTICCS,
mchuding bov ccononmies cthines, aned polities Tn short tor cconomists
this principle had beome ™o habiual assuimption” reparding the tunc-
tommg ot the coonoms T habit of nimd was not stntficanthy modi-
hed by the development ol marginal utthty theors o this because
“commoditios and teehings were concepts related 1o the wants and
ctlorts ot mdeodoais™ and could sull be avplamed by Ndam Smuath's
mechanicat preples of mdividualesn. Bur when economnnsis were
confronted Gis hewisr by the imcommi of orporations and other forms
of humun assocntion. as well as In the parbcipators raole of govern-
ment i the economy, nchudime e “mtericrence ol sovernment
through tses the police power and the feeal tender power™——and !
mught voli has e mchuded the sane troneng of the duties which ereate md
give value (o properiy rights and assure the payment of debts—then
they “had o concern themselves with what may broadly be named the
\\ml\lm.wu.xnlwlm_umums A
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I1.

As we turn to a consideration of the issues i agricultural develop-
ment policies for less-developed countries, we may remind ourselves
that Commons recognized the vatue and the necessity of achieving a
techneally efficrent, productive cconomy of agriculture, as is conven-
tional among ecconomists. Bat he directed his etfort 1o supplementing
this conventional emphasis by study of the problems of creating and
transtorming the encompassing social and cconomic order. Witk in this
latter contest, T eonclude that T <hould at least summarize as a back-
ground tor what folfows a few magor imterences. which [ draw from the
preceding sketeh of Commons’s ideas.

(Y Commons was above all else, for all his hite, an myestigator, olis
reascarch led b o view natonal cconomie ssstems from the perspee-
tive of the encompassing social and economic orders rather than from
the niechanies ot the operations ot the syvstemy. Tas rescarch centered on
how such orders had been established and transtormed in the Anglo-
American vadition.

(2) Commaons came to consider the mting tactor i the creation and
transformation of economic ordeis to he “procedural rules™ ——or “the
working rules of pomg concerns.” as he caltod them. This was where
thought could petan effective grp on socal exastence. This was also an
embodiment of his conception of causation, attention to the imiting
factor—what phitosophers call the “leverage panaple” of carsation,

(3 The procedural rules of natonal svaoms amphicitly specity
whether the persons whose activity s gurded by the rudes engage inau-
thortzed or suthortats e wansactons, Histoncallvo i England. autho-
rized transactions were only generally realizabic as a result of the
rostraints imposea upon the power ot rosal prevogativ e, The “indetinite
residuum™ so creaed also provided “an orbit where the will s free.” On
the foundation provided by this "ndetinie restduum™ have grown the
freedom of the aitizens, Treedom of choice in authorized economic
transactions. private property, and parhiamentary government—and
much more.

Accepting this interpretation as a provistonal background. we now
attempt to explain briefly three sets ot issues emphasized by Commons
which seem tous to be of divect releyance to the formulation of agricul-
tural develoment policies in the less-developed countries of the world.
all ot which are directed toward the establishment of a productive eco-
nomic order:

(@) Commons’s betief that the customs of a people are a great. evenan
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indispensable. resource in the creation of 4 productive and equitabie
Cronomic or social order:

(by Coramons’s emphasis on “reasonable value™

(¢} Commons’s acceptance of the idea of commonweahth as some-
thing of a practical ideal in the design of national economic and politi-
cal orders,

Cust. s

We turn first to comments on “customs.™ 1 remember well the first
time heard Professor Commons mention this in class. Biank checks. he
observed. are not legal terded in e United States, They are merely a
custom o business used for the settlement of accounts. But. said Com-
mons. any business which refused 1o aceent cheeks in the settlement of
debts would soor be bankrupt. In fiszituional Feonomics, Commuons
noted: “For Custom is not merely something that happened in the past
when man was stupid: 1t s the expected repetition ot transactions that
must be observed by individuals if they expect by dealing with cach
other to make a living or get rich. ™+

Some further insight inte the formative role of custom In socicties
and economies 1s suggested by his definmon of an individual In acom-
ment upon the signtlicance of the ditferenees in Concepts im economics
which result from the theory of re;ativity in comparison with the fixed
categories i the formudutions resultimg from Newton's thought. Com-
mons remarked: AN indin idual is o different person according to the
nature of the concerns of transactions 1 which he participates. ... The
mdividual is a svstem of relations and changes with the collective ac-
tions of which he 1s part and product.™

Now. if 1n the interest of precise meanings | may resort o a further
quotation from Commons. I would cite a passage from the tlantic
Monthly of 1923 in which he compares Kart Marx's views with his own:

Here s the culminating oversight of Kard Mars in his theory of socialism,

and the one waich comprehends all the others: namely. the faiture to see

the importance of custom and what, i Anglo-American junisprudence. is
named the common law. The same oversight enisted tor Ricardo. for

Adam Snath, and for the capitalistic as well as the soctalistic cconomists,

For them. there was no mtervening principle of human behavior between

U compulsary edicts and laws of sovereignty, on the one hand, and the

tndividual bargains of private property, on the other hand. Private prop-

erty. for them. was actually created by the sovereign, and it logically fol-
lowed that the sovereign could abelish private property.

But it we recognize that private property—or rather the rights, duties,
liberties and liabilities of private property—is merely an historic custom,
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cf the race but also continually changing as economic conditions change,
then we can see that between the mdividual and the State 1s a supreme
principle of stabilization by custom. which both regutites the individual
proprictor, on the one hand. and overrdes the arbitrary will of the State
on the other hand 'e

In the development of agriculture—in ad programs which have been
based upon Marxian doctrine. so far as I know—the “arbitrary will of
the State™ has encountered unrelenting resistance from the peasants.
This. we inifer. bas resulted from the determination of cultivators to re-
win or achieve more of an expanded o1oit where the will is free than
was possible within the authoritatve trunsactions implicit i the proce-
dural rules of Marsian ideology. Traditional agriculture seems 1o pro-
vide numerous examples of the suprerie principle of stabilization by
the customs of which peasants are “hoth part and product.”

In all tradinonal systems of survival of subsistence agriculture, past
or present. so faras have been able to ind out. there have been two ba-
sic but mteretated procedures tor the organization of human activity
regarding the use. occupancy. and descent of land epon which the peo-
ple’s survival has depended.

A people made a tevitory theirs by conquest and by defending it
against all challengers, Tass is the foundation of public order, This was
the case with tribal societies: this was the basis for coloaial conquest, in-
cluding the occupation by Furopeans of America: and this is the root of
the sovereign interest in fand everyw here,

Within the termtorial order so achieved. i second procedure fune-
tioned to define the nature. scope. and limits of survival opportunities
assured to the imdividual members of the landholding group. Where
people survived. wholly or partiadly, by settled cultivation. the usual
procedure was that the chiettain, or other head of the landholding
group. allctied to an mdividual member—-usually a young man at the
time of marriage—a tract of lund for the use and occupancy of his fam-
thyand his descendants as long as the fand was put to use and keptin use
according to community standards. People speak of such land as “my
land™ or “our family land.”

This latter procedural rule is an exenplification of the ideas of John
Lecke thata person made land his own by mixing his labor with the soil
and appropriating it from the state of nature. Approximaeiy this sort of
subsistence-survival system of agricultural economy was devised by all
cultivating people of all times and places. as far as I know. As Manning
Nash. an anthropologist, remarked. “In most socicties land tenure is
merely the geographical expression of social structure,”!?
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In arcas not suttable for survival by caltivation. and 1o the extent that
a people depended upon i grazing ccononny, this second. or Lockean,
procedural rule was not relevant——heyvond the homesites, houses. and
dooryard gardens. In grazing ceconamies, seeurtty of individual survival
opportunities through Tand use could be achies ed only by the rules
which speattied the terms upon wineh individuals and familics shared
Ina group cconomy. such as how many cdtle could be run i the com-
munity herd.

These few references 1o the signiheance of customary procedueral
rutes for the use and occupaney of laind in Ve may at least lustrate
why Commons had such proiound respect tor customs and human CX-
perience generally . He aceepted the philosoplucal view that the mind is
doreative mteracton i events. He also knew that socul conflicts are
mherentm anmy society and that there are no wholly intellectul proce-
dures for achieving a wlerable degree of order i conthict situations,
Thus he sought out ind eniphasized going concerns afjointactiviy, for
this meant that conthets had been resolved suthaenthy 1o achreve some
degrec of order

My own judgment s that agrncaltural deselopment i tropreal Africa
could be given wnes toundation for development it the traditional pro-
cedural rutes repardimy the use and oceupancy ot apnicultural land were
reformed and converted o o forn of property rights comparable to
the evolution ot the common-law rules tor land des ised By the King's
Courts in England, which £ ormmons has analyvzed carefully, T would
suppose that the ttles womdodual tracts of tand should not be as 1rech
and tulhy adiepable as i this countny but et the seeurtty of use and oe-
cupancy ot fand should be firmiy assured. This could at least pive a de-
pendable buse upon which investment and manageral skills coald be
puttowork. Lackimg this, lackimg even respect Tor the traditional Organ-
ization of agriculture, programs for the development of agriculrure by
increasing human controt over physical nature by the application of sci-
ence and technology are destined o destroy the social order itself—
which can be onhy a short distance from chaos.

Reasonable 1 alue

There are a few phrases which one associates with Commons that
have gained wide currency among ccononusts—"security of expecia-
tions™ and “willing participation.” for example. But there was one
phras: 'v:at he used often that was not understood, and which one rarcly
hears i om economists: “reasonable value.” This. | would now suppose,
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is a result of his emphasis upon problems of creating and transforming
social and economic orders, whereas conventional economics takes or-
der as a datum and concentrates upon the cconomy as a universe of
commodity relations, cnhasizing the operations of economic SVs-
tems’ transtformation ot resources into commodities.

Commons adopted the phrase “reasonable™ from juridical proce-
dures. My impression is that the term “value™ was an expression of his
own interests—hence reasonable value.™ At the close of his teaching
carcer at Wisconsin, he was offering two courses: one. “Public Value™
the other. *Value and Valuation.™ In situations where interests are in
conflict and joint action must go forward. it disaster is to be avoided
and the benefits of mutuality are to be realized. a reasonable course of
action becomes what people can agree upon—as the best compromise
attainable under the circumstances—the choice of which can be vastly
improved by investigation. Once one realizes thar Commoens's central
emphasis was upon the social and ecconomic order. the question of
vadue as price, tor example, is not a relevant issue—except as the out-
come of consequences of the scope for discretionary action permitted
by the working rules of the prevailing order.

Linterpret the phrase “procedural rationality.™ as used by Protessor
Herbert AL Simon. to refer 1o the same set ot issues that Commons was
struggling with under the term “reasonable value™—except that Com-
mons was centrally concerned with understanding the problems of cre-
ating order out of conflici. Simon remarked that, “Behavior is
procedurally rational when it ts the outcome of appropriate delibera-
tion. Its procedural rationality depends on the process that generated it
Whesn psychologists use the term rational, it is usually procedural ra-
tionality they have in mind. ™

By contrast. classical economics, according to Simon, emphasized
“substantive rationality™ “Classical economics rests upon two funda-
mental assumptions. The first assumption is that the economic actor
has a particular goal. for example. utility maximization or profit maxi-
mization. The second assumption is that the actor is substantively ra-
tional. Given these two assumptions and given a description of a
particular economic environment, economic analysis could usually be
carried out using such standard tools as the differential calculus, linear
programming, or dynamic programming.” One might add that sub-
stantive rationality also seems to function within the postulate of the
cconomy as a Newtonian mechanism. In the concluding section of the
essay in question. Professor Simon observed: *The shift from theories
of substantive rationality to theories of procedural rationality requires
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a basie shittin scientific stvle, trom an ciphasis upon deductive rea-
soning within a tipht svstem of avioms 1o an cmphasts upon detailed
emprocal exploration of comples algorithms of thought. v

Fdonotsee how it s possible tor economists to contribute fully to the
formulation of agricultural dey clopment policies tor the less-developed
countries of the world without gt involved mosocial value judg-
ments abonue reasonable courses of action, partcalarly tor the uses of
the power of state, Suct actions should hold some prospects ol creating
cconemie orders which have the capaain o carry the stresses and
strans o conthict of mterest and provade o tolerable degree of security
of enpectations tor cultn o ds nranagers and iy estory,

'

Connmyogis et

A an obpective for e overall design of he system ol procedural
ruies. Xaown as an coonomie order, | oconciude that (€ OIMMOoNSs wis
deeplomtlaenced by the concept of commaonweal th-— e promulgated
Dy S Phonas St secretars to Oneen Ehzabeth | of bngland. (Com-
Mo~ oments caoena elv on these wdeas i Fegal Foundations of
Capuraior oS T oanas pubhisbiod the | nelish verstion i 1398 (follow-
mpcbatm cdion teennvctwo vears eorher) under the tile, Fhe Cony-
sevivealti or ol ond ST homas™ centeal ided o commonwealth
was thathe exphicnds melinded i the soncept both coonomne and polit-
cal statuss Althougin it the tine of his writing Siecbhomas observed
thatonly itew Classes of people swere actually members of the common-
wealths most of the folbs mncludimg cratranen. were only “low rascal
sortof peaple.”

As Commons mterpreted these rdeas. he noted i Sir I'homas had
exphicnly meluded the coonone and the political i i simgle concept—
iwas the notien both of commonw eal and sfparticipation in that weal
through the possesaon of fphis and corresponding powers to enlist the
othicials of povernment on one’s behall = The classical cconomists
tended to separate the wealth of nations from the commonwealth, mak-
ing the wealth of nations sdentical with the prospects of but & single
class within the commonwealth. the business men, upon whowns all
other classes depended for their prosperity .. [But the notion of com-
monweabth was] a4 noson of participation by cach freeman in both the
governmeniand the wealth of natops, ™

As Funderstand Commions’s thought and the perspective which he
gradually achieved. the idea of commonwealth was viewed s some-
thing of an ideal—as a way of seeing national cconomic and political or-
ders as a whole, I so. the ideal of commonwealth may serve-—in our
thinking about the formation ofa national cconomic order as a national
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system of procedural rules in development programnming—a function
comparable to the idea of free-market economy when national eco-
nomic systems are viewed as svstems of commodity relations,
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