
AGENCY FOR INTERNATIONAL DEVELOPMENT FOR AID USE ONLY, 
WASHINGTON. 0. C. 20823

BIBLIOGRAPHIC INPUT SHEET .I.C 9. 
A. PRIMARY 

1.SUBJECT Agriculture AEO-00)00-000 
CLASSI-
CATION B. SECONDARY 

Agricultural economics
 
2. TITLE AND SUBTITLE 

Institutional aspects of agricultural developm"ent policy
 

3. AUTHOR(S) 
ParsonsK.H.
 

7S.
4. DOCUMENT DATE NUMBER OF PAGES : 6. ARC NUMBER 

1966 I 20p. 
 ARC
 

7. REFERENCE ORGANIZATION NAME AND ADDRESS
 

Wis. 

8. SUPPLEMENTARY NOTES (Sponmorin Organlzatlono Publlahere, Availability) 

(InLand Tenure Center paper no.27)
 

9. ABSTRACT 

10. CONTROL NUMBER II. PRICE OF DOCUMENT 

PN-RAA-865 '
 
12. DESCRIPTORS 
 13. PROJECT NUMBER
 

Institutional framework 
 _____....
 

Land tenure 
 14. CONTRACT NUMBER
 

Repas-3 Res,
 
15. TYPE OF DOCUMENT 

AID 590-.1474). . 



August '1966 
 LTC No. 27 

THE LAND TENURE CENTER
 
:310 KIng Hall
 
University of Wisconsin 
Madison, Wisconsin 53706 

"INSTITUTIONAL ASPECTS OF:AGRICULTURAL- DEVELOPMENT POLICY 

BY
 

KENNETH H. PARSONS
 

D.ISCUSSION BY DOUGLAS D. CATON
 

This paper and discussion were presented at the summer meetings of the
 
American,Farm Economlcs.Association, August 21 to 24, 1966.
 

Parsons is professor of agricultural economics at the Universlty of
 
Wikconsin. Caton isChlef, Agriculture and Rural Development Service,

Agency for International Development.
 

All views, interpretations, recommendations and conclusions expressed,:in

this paper are those of the authors and not necessarily those of the 
supporting or cooperating organizations.
 



IsTIUTN 10 S.;OF AGRICULTUAL DEVELOPE POLICYr" 

,Tedevelopment of reconomIc.Inst Itutlons Is an Integral, part, of 

the oinoic~nzat Ion of agriculture.,, :fWeipropose In.thls paper oydscuss. 
VfTe 2k I. astltnl ahdinnovaklon % asn i 

f KeM'pOl iy."ssues,;t*Iii~ibn 'I lg n as:-

aspets of agrIcul tural development.1IT "Atie tlon ISldIrected 

centrally to the problem of agricultural development Inthe less developed 

countries. 

I:. The Probl em 

The modernIzIton of aN'lculture Is a never endng ta'sk' With"'i 

baffling number of dimensions., of which the formt on o6f Institutions 

Isonly one. As we understand the problem of Institutional policy, the 

general terms of resolution are to be found in the development,process;. 

consequently the problems of Institutional Innovation need to be formu, 

fated within<,the 'context of agrlcultural ideveopment..; For .such,, a..::-*' 

perse 4'gve agricultura dte
gnera 'conceptua I I zat on of deVIelopment

process is essential.
 

We accept the current views and terminology that agricultural 
":
 

development consists of the transformation or modernization of an 

antecedent traditional or subsistence agriculture. Such an acceptance 

recognIzes,, both, (a) that people living from the land have overthe 



4 

-2

-centuries devised so 
 esort of subsi stence y their ur;l;1 test I

' u
f	les to that; and (b)that suchr'.SO suen Viva I economies, being
 

5essentially p pre 
nves Mnt, pre-mrkt and pre-sciantfl",
 

weredevised ithout benef Itof economists:or sci~ntlsts orli-capitolo4,,) i' 

equipment beyond home-made tools. -Evensosuchsystqms are -cmprhensIve
 

social systems adapted to the ecologlcal condltlons and vary according
 

to the character of the natural environment.
 

All systems of agricultural economy, whatever the degree of current
 

modernization, 
have at some time passed through this subsstenc-tra

ditional stage of development. s,1othen al.li agricultural systems can 

be conceptual zed on a continuum from tradltlonal, to modern hich 

continuum has an h storical dimension even though the different.systems
 

of agriculture have moved toward modernization at different rates and
 

from differing temporal bases. The subsistence-traditional bases of our
 

own agricultural economy lie far back Inour European and 'Indlan an"te-,
 
cedents. .- ,; ,. . ,. -:o ; ,, ' ,' 	 :.".-"

q .;:,..: . .. , r ': -;i '• ~ 	 ,' 

The: modernlzitIon rf, 0arlculture; fbelng a*mosti€omplex jprocess,can :ji
 
beJlnitlated from;anyole o-sQVera1 direcions,,Each approach
 

own advocates. But there comes a 
moment in the agricultural development
 

of anycountry, and this isquite early In the process, when the Instl

tutiona.l system of a country must be comprehended as a whole. For
 

economic policiesp the central concern 
Is the system of state and economy,
 

although the social systems of family, cormunltyp canp voluntary
assoiaton, co muniy~ von>iunary 

association, educational organization, etc. are never unimportant. -,We
 

would., however. emphasize the system of state and economy as crucial for
 

http:suchr'.SO


the sImp]e: reason.: that: in the development, process, the.. powars.of; ,the state 

a~d. the product ivity of the.,,economy- become. the, dominant. ,Inf.luences-at . 

least in the.long stretchfrom poverty to near: aff luerpc.,.. ,. 

Wr Consequently in, the.;selective emphasls :necessary to say anythlng of. 
consequence,-in ,atew, pages +about so;vastia process and In rder to., dea t 

with Issues of public policy we shall concentrate our attention upon he. 

Problems -of] devis i ng a go ng, system ofstate and ,qonom, as a rmatrix 

for the modernizatoni ofoagr culture. u,in terMs.of !nstitutions, this
 

leads -emphasIs
-'toan upon'the lega ! ,and .economi c. 

II. On Institutional Situations In the Less Developed Countries
 

Economic developmpnt isbasically a national enterprise, even though
 

there are compelling arguments, of both necessity and justicep for Inter

national cooperation with and assistance to the 
 less advanced and 

emerging nation-states. To get perspective on the problems of national 

development, Inthis United Nations age, we need to move back In our 
, 

Y: It! 

thinking to the time of the First World War. 
This ls the watershed point 

Intime. For a century preceding this great catastrophe. the world 'was 

European centered: In trade, finance, sciencel and Intellectual achieve

ments. 
At about the same time, there occurred the Mexican Revolution,
 

the Russian Revolution which gave communism a great beachhead, and the
 

beginnings of the dissolution of the empires of the 19th a..ndearl
 
centuries. The Second World War virtually completed the process of
 

dismembering empires, followed inour day by a great surge of nationalism 

with the creation, re-creation or energizing of the several scores of
 

countries in the non-European world.
 

http:terMs.of
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B'BuI h! 'toW it nt': h t, sP' Inte.aed ?Othi naterabnecessity,
nenbe.rfd "situa htpesn ,":....
th I~iLairii 't h'ei-ndedev.eiopedl. wnrld i"an: be'. undevrstoodi onlyr 

recedT.g 

-Isparicu ar .tre 'for 'thepattern of "in-stitutions' and ,th'en'tproblems of.. 

Int ut ionalol icy in the agricul tural developmenti of,".the .lessrdeveioped 

by some reference , tlie Europeoni. nf4 Uenc .16f= T centurtlesv -Th Is': 

Ti'trIy1 'greatiI if'uIceOf 'Europe :uponCttie,.rest ,of 'the; world, ,say, 7 

for t6l s ya s IpaI's inqest tonably'inteIlec'tual' -phi losophi cal -V t 

and scientific. The most: dramatictandfeven obvious, means of: spreadIng-..F 

such Influence was no doubt colonization, colonialism, and the pulling 

of-distant lands into the orbit of European trade and finance. But there
 

were other Influences deeply at w6rk--'from Europe and from the United.
 

States too, the latter as a new Europe on virgin soil. Missionaries
 

took elementary education and medical services to the most distant lands.
 

When Japan moved to modernize they brought inGerman constitutional
 

lawyers, French engineers and American agricultural scientists. Similarly,
 
legal scholars undertook to modernize and codify the legal systems of
 

the Ottoman empire by adoption of the Napoleenic code.
 

In general terms, then, one of the truly key questions, or key sets 

of questlons, for understanding the present situations Inthe less 

developed.countrles around the world, isthe simple one, what was the 

European influence inrecent centuries? to be sure, such Influence was
 
not everythI ng.
 

Probably we were the most fortunate of the lot--we of European
 

rather than Indigenous descent. Here our forefathers took as guides..
 

the key Ideas from the European enlightenment and fashioned a new system
 



co- 5n'h-.'h e 

of: stiandfecbnomyt un- l t ev n,, gacontng the -atiyes 

aside w,",Th&' i easat6ok iooti an lourlshed exceedingly, having been freed 

fronithe:constraih]ing,'infIuencesjofclassj,: lordsy guils.1
4 andpreates.
 

The outcoe .intheUnlted- States; wasi andI ntegra ted.: :system of-, stafte nd- .
 

eftnoy. rh,un iersaT suffrage at least for kwhi teimen.-.throughout>,..ouri:..,.:
 

hI stoij,1I ncludIngi 'the' benef Its' of representatlve goVernmentj:-an -1ndepen-,!
 

dent Juiliciary,. piblic order,and !security of: person and property--at , .
 

tolerable levels of performance at least.
 

zrbur.'Latin-American;,cousIns were -not 7so fortunate.: Even where the
 

ntIves were pushed :aslideand ia:European systemanstituted as; In- the-, 

southern countries'of.Sotth' America, -the poll tica i'and instl tutiona 1,.L. ,., 

heritage"'Was 'feudaI-with ithe,'intel;lectUali,,tradit ion nt,having ,been.,, 

deeply 1dif i-ed by the Reformation .and tHe Renaissance. Where ,the Indian,.: 

p0dUaktIon :'surVived4V In' great 'iumbers,.:as ::In the lHighland-area of..Latin 

Ameeric*' "dual societ les-:came ;Into:being--with a.European-orlented elite.

and the6 nanieless misses,'descended from:the 1ndigenous.people..-A simi lar 

insti'tut ional -dual i'smi,,s'fouhd inother parts'ofithe,underdevelopedl 

orl ,ds consequencesof.-attempts toprovide'an Institut lonal: base,forv
 

Islanitdsof '"cashcrop,-roduction'as!welI ,as .throughattempts,-totestab.,ish-! 

more general systems'of admlnlstration . 

III. Institutional Policy Issues from the Perspective of the Citizen
 

We consider the problems of institutional Innovation first from the
 

perspective of the Individual participant., and then from the viewpoint ol
 

the economy as a whole.
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,Aseonistsv~;iathec6nomic:substancezof transfg.rmat ion' needeo,. 

to :chI ve"a09r;icii titr i -.develbpmenti theye emphas Ize'-theOkj ndof changes 

requi redI toach ieve 6oiief flc'leht production. through; mob ll ity O.fOrespurF,) 

the Intr6dUctibn; ofU techndlogy and: the-- Incorporation: of,-capl..tal prdu;t ionr 

spec ialI1 zation,the;modi f Ication; of I.ncomel d istr ibut.Ion, ?et.g Consequenl.y, 
we ray'accept-,as: one'set-ofcritera- forI lnst.tptiona U,pjoi,cyt . support. 

of such :substant:ive achlevements-. Second 'gener1a rJterion is that. ,
 

institutions,must form a system.
 

Ohe wide-ly rfoTlowed: ipo.Icy for the modern izaton.of -gr.qu!ture ,._has
 
been thi.estab'i shment -ofienc laves: of,.expor.t agricu.tu.,.Ths has been.
 

achIeved.-'us ualIly. by ;.push Ing .aside .the ,traditiona. agrIcu.tture.:an
,,.and,,,
 

develop Ing,a'Odern"agrIcultuore :wiilch,-was.an [integra I.part;of a wo ld,
 

markdt' ;4cdn6my,: b'ut ntof.Athe nationa.V'economyi,,.. itnterrelkt tqris. ii#Ith q : 

nat i a iV.!economy -iie dst ri cted ,1arge ly .ito .h irIng labor .frn the 1 tradItjopa1 

agriculIture;.:'As 'we:know-ferom much contemporay,history ,ths.p licy le s.
 

to troubles6me dualismsi ,and:in teffect.makes!.a a.tion. .dependent::,pon.,

trad itIonalagr Iuiture:ifor .ts.food supp.]y; L.However .,the.:ilst tUloq ! , 

problesisoftdeve.16pmht.: in thi s:approach,iy rbe:-quite-:S.imp .; J jUSt import, 

the'1woirlI ng,,t ru les!'and, the. sanct] oni ng; authorilty for,.theencl ave agr 199,1ture. 

At another extreme we have the revbJutonaryCommunsts T.a ran, 

Ideology., Inthis view the whole Institutional syitem'of traditional 

subsistence agriculture is to be smashed) togethF wIth"whatever property
 

rights have been achieved. This is supposed, according tj the propagahda,
 

to produce a clean slate upon which' the ideal system can be built. In
 

actual practice'such revolutions have brought great chaos to the country

side, brooded over by bewildered and confused peasants.
 



nterested here- in'noting such; approaches,pri ncipaly,,toise t
 

them asi e t6def nemore ture,-of the prob.em ,ofi
.preci;sy;the:'na 


transfring Ithe 4InstittlhtViOn, ,of'atrdit16nal agr.IduIture.-*as,a -part of'1
 

the proceiss,of -modernizatIon.,
 

Instittit lonaltitransformatIon was achieved,.in 7.:Western ,Europe ,the:
 

UnIted States 'and"Japanf ias:;a -part-,of:the',development ;of ;a natIona ,;_z 

agriculture. The process was no doubt made easier in these countriest,;-..
 

by the fdct that;a market orintat Ion ofagrlcuturewasacheved.--largely
 

by the.seIlectiveexpansldn0 of :crops alreadyebeIng produced; ,:,,The*cultivators
 

produced more 'and soldthe surplusto-their cousinswho .were.in.nonf.rmingi
 

occupations.- 1n',the"presentlyt underdeveloped countries the market'
 

orientaton of.agriculture,has been mostly".in:.exporv crops,-.many,:ofwhich,
 

are not Irid|genioistothe areas.
 

In subslitenCe'i,egri Ure,economi c-:opportUnitlesiare: natural
 

opportunities, with land as the-"principal i'component ,.i
,The:l nsttutions
 

by which lahd, is-used are Customary working'rules;i.ch,rules.arel°designed
 

to insure surviva1 of theogroup,,-not to fac iitate the,.progress,of
 

Indivi'duals.l"As'a 
corolaryi,land-is neither -soldinor imortgaged.j.,t;
 

passes.from generatIon 't6,generat Ion: !by,
InherIt'ance.- Hundreds."of ,
 

milions 'of people st-ll .1
vei.Ih'approximately: this: sort,of agricujtura,. ,., 

economy. Increases "in' deterioration 'are onbinlng :populat.lon;'and ,solI; 


In u6i'tIme to rake-survival by ,:this method!,extremely precarious. -,:;'m , 

In-geneiaIl;'pe'Opletrapped',in the 'poverty qff!deterkqra.tiing. , 

subslsteice "agriculturei'May,,"seek escape,through woge'employment-'e.sewhbere,) 

perhaps" remaining as,part-time farmers ,or morei.importantly rthay jay pj j 

develop"an"iaddqcate uIMsistence unlt-lnto a,genuine farm
.firmi,,.A ngw;
 

http:rules;i.ch
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the :requireniernts:.ii .,the,-achievement .;of .the Azatter q. Ishoif~t:fr,o fn., 

agriculture restlig uponanexpioitation of nnatureito:aninvestment- .. 

orIented agriculture- Such a modern izatIon ,both,.deperson izes ecr!om.c 

relations and changes the expectations regarding future .te.In a. : 

sseeming ly.viewed, as .an.ant ipaton.o.:a 

repet i tion'of .thesspast, rvi n an'Investment .:economy. time ,presents.genurne,;.' . 

traditional ,systemt timeis .. mere 

problems,,I $7:,'.
 

i -"nith'eAngio-American:traditionr this shiftintime perspective WS
 

-aC Ieved, by eXpand Ing,:our conception..of property from physica objects ".

heid:forexclusive personal :use to: ther capita1 ized value.o, the prospective 

Imputed, Income /3, p' . .3 -..The .,-depersona' IzatIon ,.of ,econom c,. relat tons 

has -b6en' aptly '.characterzed.by Arthur Lewis as! learn ing, to .dea fai rly,. 

with strangers.L5, p. I1I'/ The essence of theinstitutional changes
 

required forsdepersonal ization,.-ismaking .contracts. and. debts negot!able 

.and :Idd,.m 'e e ap v;,.,. ,:-, 
Ate themoment ofbreakoverf'rom,.an, exploitative .to .an Investmen, 

-nable-A 

oriented agrrcul tureil there:.i.s! amost cer.tainly an .ins,titutlona~l crisi, ., 

In, aglculture, .with customary. arrangements becoming .I ncreasingy, ln s, 

adequate. 'The, most,',iperplexlng :-qUest iOns, undoubtedly, concern,,thedegre, i 

to . cfland: is object, of purchase and .sal WhereWi to5be, made an fe..,: ssocietes 

are: largely/ndividuallzed, asi~.n ,say;Nicaragua and Paraguay,,.and there. 

Isas yet unoccup led land;;,"customa ry-,r Ights 1,to 'the ownership ..of .and caniP1 

be,. and ar ng c earIng:theJL9I gle..nd~le currently,-.:establI shedby 

occupyIng the. land., ..There:are:procedures,9 approxImate equjIa lent t 

our homestead "lawi, -by:whldh-.,the:. customary-cl Ilms can-be convertedInto:;,_. 

legal ly'!sanctined!plOropdrtI es; 1However, inatua i faCt;:such .conver Ion.-, 

http:ofbreakoverf'rom,.an
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proceed ingsJ are ,likely ito bed. ff rcultitndad ecxpens lvetj and)tt I s,,nor 

UnUS~a,-.that~there: fi s!a',,ohflict .over- prempt Ion-,wthe e ler 

.
being ordered off l andihe fiasal readylearduPon the cIa im that 
one already holds,'ah.igherdi.e4ega Ily isanctioned,c itetitletO land. 

libre dlff.icult rIssuds are .now -being confronteO .In Afr.Ica _.prtju1jar:y 

where the !space 'flIinup4and.Isocletyis ts less:jndIvkdualized than In, 

the western hemisphere. y\A, shift-.-to legal y ;sa.c.t 9ioned -property Id dby 

Individua)lAfr Icant oiMersils ,:being. madel, forcexa pe, ,1n ,the ,Ki kuyu. , 

highland;area of .Kenya;-..,-Here-settlementsw.ere traditionally, scattered 

and customary.tenure.i claims-attached.to identif table, plecqs..of .land., 

In :he'transfonmatIon, not, only.arethe'.tracts of, .!,ndividual owners,,., 

Identified -and.,recognized by the:statpias property, but the-scattered- . 

tractsiare exchanged-,so;-,that the hoIdIngso.o., one; Indfi dual.can be, 

consol Idated" .In-thls.area,one. now see.s0Afrjican farmers- owning- smal 

to medlum isized indi.vidualtfarms,#end: the,. country5side,,has; a,European,. 

or;,Ambr. Can ,appearanceL.7/.c 

One-of.,,the:,cus.tomaryrights whicht had.., beqe imInatedto achieve_,_ 

IndivIda.:ly. he-ld .feewsimple property .ghts was that of rede ptIon.of 

)and)bysrelatives.. ThIs, practice, .whIch J squIte..gem .1,~I jl c, is 

clearly an aspect of,.the -transition from trpdltonalto odern. A 

redemptTonwright becomes operative wfen .,and, Isstransferred ,outsde te 

family, ini a,%.rudimentary. sale.j,; B d or 

descendent -ofthe person h9di sposs, of land,.to anon-relative can . 

reddem*tha, land. so trarsferred:at any ,tie by returning to:the purchaser, 

or:hislhelis-orassigns 1, tho orslgirl"sumlald.,,This has meant that 

where"; landwaso.:SOtransferredNithe ,surest,,,,vwfto lose land by edempt qi 

http:land,.to


was;to' Impirove 1t.; ln 'Kenya:the ?rlght ofi iredempt ion was made subject toy, 

a statute of: llmi tation'..'Such a,,'limitation was absolutely essential fo
 

Investment Ini, the lands• exchanjed-In the consolidatlon programs
 
.The individualization o1 legal ownership,has notproceeded asfar-;
 

wh e tree crops are Important and the.family -or clan.unit.controls .the 

land, Bu't here too, as In souithern'Nlgeria!'.and Ghand 7agrlculture ,,s.

approaching te crlticalbreak-over point.tolega ly sanctioned ttleso, 

I hpr ncfan" s 'e Iih e-to a+:pract.ce1p~ei dnor14mortgaged aSut-,,,here t--i:s 

of ":1 Inng'-lanad4gaiJst'-an advanceof'.funds--Inl':prhciplea baiIor-.-P' 

.bailee.relatdonship-.aganst ;which a rigIt',f-redemiptto'runs, 

The probem foi ertlng customary 'ownership:of ,:andt intozlega lley 

sanct i anee -p ropety",IhthIs patof Afr.ica ,is'.complicated nibi 
enormous iv:by"-ihe-.;c06 :i ... .a. ... .. , - ,, 

elynterdependent faml:ly,or'clan')system,6 Societles

are.not'IndvIdua !zedas arour,ow if',land' howtc;.;I It.seslIkeltha 

being mnale valuable'by"'the IncreaseofpopUlti1n) 4cnb',mc gro~th;ahd 

the market orientation of agriculture were to be 'convertd',wholesal6frb6m 

customary "to 'negotableproperty th'at'-thie" land ownershlppvould'becone' 
assimilt "e4o soc ii'1 rank.as hi much !bf'th tvppenedn6nnce,.t)l.al',-


Mid resultwa'S a:hIe'
socet the ESt. The'e a markedrcncentratiloncf. 

of'. landed: weaIth In'the'ehands Wf a few eminent;prrson's.,c . ,. , 

die pos(b 1e vway 'ofmoderni zIng ;the ..property1 structu're 'o.f,agr.icul tore' 
but yet-avi'di n the: prpectie 6oncentrat ione ,has bden:2
Iof wedth,ih ich


discussed somewhat; Is-the format ion of v igeOri faml-ly:nssoc, ati6ns -'
 
(pe'hips a s cooperattIves) 'which-w'd d ft to theolarnd pwith"
 

atons to comodIty and credItmart beIngha ndled byztieeders 

of the communty. In "ch an arrangent Ithe!vi.lagdeonoiny',,uld-ber', 

http:6nnce,.t)l.al


essentia1iy.orse .firm with Internal workiig: ru es which iu Id serv;eas .the 

Instlitutional e,,.equiva'lent-.for. individual ipartitci pnts.of p.roperty and 

contract ,arrangements In our Indiv,Idual Izedfa rm ,economy, l 4.,s! out . 
a -search for i'some" such new form of group economy., that, the-.roots ,of African. 

socilism aretoibe:found,., 

IV. Institutional Policy In National Perspective 
'
The primary tasks ofInstitutional policy ineconomic development
 

are to design systems of state and economy and to make them into going 

concerns, 
Once .this has been achieved marginal adjustments can be made 

In the system. Byanalogy, and in generic terms, these stages might be 

distinguished as the constitutional and amendment phases, 

The Imperatives for institutional policy inagricultural development 

grow from the: fact that the traditional systems of agricultural institu

tions. by whatever name, lack the capacity to serve as a major Instrument
 

for agricultural development policy. 
We judge this Istrue also generally
 

of the dual systems of Institutions in the less developed countries, 
We 

would not argue.that no gains in output can be made'by programs for caplital 

intensification.improved varieties, fertilizat.ion.,'the expansion of 'cash' 

crops, and more., But unless a comprehensive system of Institutions is 
established Inwhich;the powers Ofthe state and of'the economic system
 

.... we. of the stat oft c.. fl. sy:;, 

supplement and mutual,1y support each other, sothat the peoplere 

energized by expectations of progress Ina reasonably dependabl pub 1,c :;

orer otolyw -:. ' ,
te"g 


order$ not only willthe gains- intechnical agriculture be nullified "in' 

a few decades but technical progress without institutilonal reconstruction
 

will likely intensify pressures for revolutions. This is'aJu.gment 
.Of
 

course. 



fnplie'd 
 :li's ~pose
,. 
statefr.6M the 

; feconomy, be~gignb,itica
my 

i.l Noton,lyi:i ii0ub,'i c dcononi- poIdyn :geiera,l1 
based 6o6 the exer se~clie. po~ers of " hd"sta te J n economtci affairs -.the. 
sanct fons 'of-.hes.o ... .. re ign .pors,Of the 2state:aredepended upon '1t6 enforce
..........
 e .. A. e..orce,. 
the major w'rking rules of the economy,. It throughpublic -procedures
 

that propertyrights are established and enforced; 
it is the sheriff and
 

the courts to 
ham we turn for remedial action on contracts. In fact the
 

'differenceswhich distinguish,
.totalitarian 
 systems from.what we call democratic
 

capitalism.are-conceptions of the role of government In the economic sy'stem,
 
particu a
.irly
the nature of the working rules and kinds of transactions
 

--.-,---nei~~~ml~..... ...... ...... < ...."
...
 
permitted. 


4,
 

In the emerging countries today the q'uestion of whether or not agricul
tural 
land should be privately owned Is
a major policy Issue. The question
 

,,comes differnl 
 o.thn afwcn'Ierently.nowthan a few centuries back when our own system was,'
 
taking..shpe'...
Now,.,alf of the great policy 
Issues in development are
 

Influenced.by ideological considerations. The communists believing that the
 
.state can do no wrong, and observing that property Is power, decree that the
 

state shalilown the agricultural land, 
 Our ancestors by contrast 
 were
 

impressed by the shortcomings,of the despotic state, and In effect they
 

•devised the rules of property as a means of Implementing freedom. This,
 

liberal phi!losophy of Jmplementihg liberty with property took the practical
 

,-form. n this.country of.a land policy of widely diffused private ownership
 

of .land. subsequently .supplemented.by the extensive systems of educational
 

,.- ,..
credIt,-. marketingand. . , 4. ...,, service". . . . institutions. famliarI r tto uss aI m 
4... 
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Although.pol icyquestions of |and ownershIp .restuItimately upon
 

consideration of polItical: phIlosophy,;the;desgn :of.,the systemiof state -o
 

and economy ismade'operatIonall in terms of working riles. In,the.,
 

Anglo-American traditiOn we'tendto place major relfance upop.general
 

working rules',in economic affairsp which define lthe,
1imitswithin whichi
 

voluntary discretion ;is permitted.. Thi:s.Is,what,wemea byo.liberty.and
 

opportunity;6 Iln our,tradtitlon$ as we move toward specifying the terms of
 

particular acts we specIfy what. is-to be avoided. Intotalitarian systems,,
 

by contrast,!prInciple:reliance is placed upon working.rules which define
 

specific 'performances.. .The-!society which places major rel lance. upon rules
 

which define the terms of specific-performance embraces,a duty state. A
 

societyrwhich relies principally upon.-working rules which define only
 

avoidances specificallyi leaves room for!freedom and opportunity. Infact
 

the deep rel lance which a.free economy places ;upon Induced or willing,
 

participation in the economy., rather than coerced participation. requires
 
that opportuni ties'be made-objective.and acc0ssibe to.,persons accordIng
 

'tdtheirabilities and capacities, Inan occupation! an opport9unity. is
 

!doccup Ie 
It!is,I:bel eve, of-the ,most profound importence .that,Andividua1. 

iberty andobjectie Opportunities havea common historical .root inthe 

',Ango-Americantradition; ,They.ere 
establi shed ;together..,.Both were made
 

objectively secure, in; the procedural, sense, !by working.,rules whichreduced
 

the power of absolute prerogatfve and restricted the zoneof arbitrary.
 

power of 'the6:CrownP' inConmons',. dramatIc:ophrases, the I!mitIng-.of the scope
 

of authotItatilve arlbitrary actlon whichithe.Crownwas permttedto take
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created a "Indeflnltekredsduum"-an 'lorbiwerethewl Istofre.L, P'. 

221'7 The bi. ;66f fr men .in'this'",Pindef it'e residuum.., have,matured_; 

into'politca clItzenshlp-asipeopilehave come,to' share, in the-;exercl seof,
 
soveregnty. CorrelatveIy,out of thi"same:indefinite residuum; come .
 

soe Ignt , s 

,
objectlve'oppbprtunites whilch have becbOM 'the bases of.,propert/,rights,.
 

Perhaps the simliest 'way to'dio.
comment on this vast issue as posed in the;,1 

less' developed areas of tie icrl isto seek historical perspective on.the 

European infIuence -of recent centuries.,In these are :-As.lAmost -everywhere-,n 
some'sor~t of parl arentary system Wa s.underta ken.;-: •Economic,development' ,,
 

prior:"to W6r,ld;WarI II, both fostered and was fostered by'.the :establ ishment 

of.propertyrghts in land, creditor-debtor 'elationships and so on. But: 

the systems were'not-,'inclusive and comprehensive and they ;d I d -not work -we]l. 

A very high proport on'of these feeble',starts at.pa4iamentarylgovernment : 

W
have been obliterated:by'communIst.,revolutons or: taken;overby' mi I .tary
 

coups Wohen gross di'sorder isavoided we see again in:,the:exercise of,poWer
 

government",by a'bso:lute prerogative'. Whatever;objective,.freedom)and oppor-..:
 

m
tunIty .;there ay- be 'rests'upon; rebearance .in'the: exercise .of power by... those
 

who control the state, rather than upon constitutional procedures restricting
 

the scope of the power of,prerogat i.ve.. At-'best,Iunder. such 'conditions,pro

pertyand citizenship are privileges, inot.rights
But* the ,:struggle, of.-..,
 

humanity for- frieedom'and"rightful -status In state 'and',economy.iseems,.dest i.ned
 

to go o6n ,and :oni, and such pr i I eges-maybe converted into'secure rIghts,;.
 
.,,as happend in u ow trditibn'.
 

"as...... ue n ,E~ 
Soe400 years ago' Sir;Thomas".SmIth,'secretaryto Queen Eizabethj
 

visualized England ass , ommonwealth. Although his']ittle book-.The'.,
 

Ccommnwealtht o ncland --Is scarcely: known in this country, It iow
 



seems to me that our national poltcieshae been guided In a largely in

articulated way by the insights which Sir Thomas formulated. The essence
 

of this conception was that persons as members of the Commonwealth had
 

rightful status as participants in both state and economy. At that time, 

only land owners were Included In the Commonwealthy the rest of the people 

were excluded, mostly as a low rascal sort of people. During our national 

history,,,we have been groping our way toward policies which recognize that 

the overall.purpose of public policy should be to make accessible both-.
 

economic citizenship,and political citizenship to every person able and
 

willing to participate in the Commonwealth. The current civil rights
 

movements and anti-poverty programs are simply the latest public recognitiob
 

of the need to Include the excluded. Some such conception of rightful
 

participation in a Commonwealth, of including the excluded. seems to me
 

to be the "inarticulate major premise" of much of the gropingp revolutionary
 

ferment in the underdeveloped world today. The Ideal of Commonwealth
 

might well serve there also as a basic guide to institutional policy.
 



--

,Footnotes 

11 	 For related comments see my: "Land Reform and oni Development,"l 

Introduction to Land Tenure, Parsons, Penn and Raup (eds. Wisconsin, 1956; 

"Agrarian Reform Policy as Field of R:search,' inAgrarian Reform-and" 

Economic Growth In Developing Countries, USDA-ERS 1962; "iThe Tenure 

of Farms, Motivation and Productivity," U. N. Conference on Science 

and Technology for the Less Developed Countries, Geneva, 1963, U.-S. 

Papers, 'Volume .111; "The Institutional Basis of a: Progress App;roach 

to Economic Development," in publication by University of Texasl

.L/ 	Commons, John R., Institutional Economics.
 

11/ 	Commons, John R., Legal Foundations, Wisconsln, 1956. 

A7, Huxley, Elspeth, A.New Earth, Chatto and Windus, 1960. 

/ Lewis, Arthur, The Theory of Economic Growth., Irwin, 1955. 

16/ 	Smith, Sir Thomas, The Commvonwealth of. England. (158), "966 



o ISCUSS ION: INSTITUTI ONAL ASPECTSaOF AGRICULTURAL DEVELOPMENT POLICY 

Douglas D., Caton:
 

Integration of the economic and technical aspects of transitional
 

agriculture creates, ineach case, an economic system having unique
 

institutional characteristics. 
This is so because of the Interdependence
 

and interrelationship 
of the "blend" of will, incentives, skill, and
 

decision and competence of the human resource, technical inputs, and
 

physical resource capacities. 
Thus, says Dr. Parsons, the transition
 

process from traditional to modern agriculture isa "systems" problem
 

requiring the Integration of state and economy at the local, state, and
 
national levels. 
 Inaddition"'to emphasizing that 'the Institutional sysem
 

of a country must be comprehended as a whole," Dr. Parsons reinforces the
 

systems concept of institutionalizing the transitional process 
 of
 

agriculture by stating "the problems of Institutional innovation need to
 

be formulated within the context of agricultural development and, if this 
is so., then all agricultural systems can be conceptualized on a time 

continuum from traditional to modernization. Hence, inmodern jargon, 

Institution building isa "systems problem." 

Corollaries to Dr. Parsons' requirement of a "system of state and 

economy" for economic policies on Institutions, of concentrating attention 

on a national "matrix" for the modernization of agriculture. and the 

general criterion that institutions must "form system,"a are to be found 

inother dissertations characterizing the nature of-the limi.tations 

confronting agricultural progress inthe less developed countrles. Among 



theeare"..increasing agrictut. :producti.on: in developing countries
 

,,isa'. compIex. and many-faceted problem. (Therefore) Itis Impossible to
 

pick out one-single key to the situation... One has always, e 

:
 

country, todeal with a widevariety of circumstances...;Q/ 
or improved. 

ntial to Increase
seeds, fertilizer, and pesticides have sub stantIve pote r

yields but -institutional capabilities are needed to 
transform all of.these
 

'
 
Put more di ,t the
 

into sustained agricultural economic growth. 


proposition underlying the whole of Dr. Parsons' 
reasoning on the role of
 

to maximize the approprilate
institutions inagricultural developmenti. e, 


Isas he argues, "gains In technical agrculture (wlII)

role ofagriculture, 


n I contructlbe restated as:i
 reconstructon "can
nullifled.. .without Institutioa 

the reality of lnstitutional


economic underdevelopment is fundamentally 


underdevelopment. This proposition Iswell supported inDr. Parsons' paper.
 

Also6, a major proposition of the paper is that for countries to make
 

economic progress they must fundamentally alter their institutional
 

,structure. As Dr. Parsons points out. this 
proposition cannot be stated
 

asa categorical Imperative because it Isrelative, Varying from country'
 

to country; nevertheless, it isclear that institutions 
developed around
 

altraditional agriculture are usually ill equipped 
to build and to provide
 

the suppOrt and Integration required for a modern; sustaining) and self

generating type of agricultural development. inthis regtrd, ftis equally
 

f 'the
oIterms 

clear that a country's institutional ;needs must be 

weighed in 


Dr
 
existing problems and the problems that will be created.' fis 


:1 

Bell, DavidE.,'Responsiblilie'of Governmentin the Support of 
ASciences
Aprll,
Food Production and Distributlon, National Academy of 

J966, p.8. 
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Parsons states, requi res that institutional planning be done-from the 
perspective of Institutional history. 
The institutional programming.
 

Implications of this perspective is that the Impediments to qhange must
 

be identified and, inaddition, we must continuously Identify the Im

pediments to change generated by the transitional process.
 

While the emphasis in the paper isprimarily on the Institutional
 

aspects of agricultural development, the concern 
iswith the total concept
 

of rural development; namely, the alteration and organization of the
 
components of a society, i.e., culture, soclety, economy, and policy into
 
a systematic and enduring Institutional framework which will support self

sustaining growth. 
However, it isdifficult to anticipate rapid advances
 

inself-sustaining agricultural growth occurring unless the alteration
 

in policies and in institutions provides for reaching and motivating the
 

farmer with sclence, technology, and incentives.
 

Thus, Dr. Parsons' paper might have been strengthened by a specific
 

illustration, such as might have been done using Taiwan as an example,
 

on how the development and use of Institutions, simple Inform but
 

integrated inconcept, created the basic matrix for organizing 
and
 

motivating farmers, extending science and technology, providing roads
 
and markets, providing leadership, and establishing methods of comparing
 

alternatives for sound economic decisions.
 




