HEG-THETITUTIONAL ECONOMICS AND INDUSTRIALIZATION
OF DEVELOPING COUNTRIES
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Iutrnﬂuctiﬁn.

Despite the significant advances in the techniques
of apalysie, the neoclasgical economics has become less
adequaté for the solution of problems that we “ace after
the Setond Yorld War. In fact, to understand true nature
af probleéms like rapidly chamging te chnolegy, multd-
national cerperations, inflation and unemployment (Stag-
flation), energy srises and international econcmic insti--
tutions within the narrow context of neo clasgical eco-
nomics does not seem very promising.

There is no doubt that conventional economice ef
the Marshalllan Keynegian type has provided us =many
useful tools te cope with many problems. But the neo-
zlaggicel peradigm ie mainly concermed with a gelf=
contained and self-regulating economic model Whieh always
ends up with egquilibrium. Therefore, it does not give
us 8 true picture of & dynami¢g and evolving econemic
system which is characterized by disequilibrium.

An econgmic system does not consiet of price
mechanism and market forces only. In fact, these elemsnts
may be impoertant but to gein a true understanding of aj
economy it is necessary to go beayond the market forces

inguire intw the non-market forces, like secclal and
tural milieu and instdtetional structure.

* ATter the Second World War, tremendous technical
changes accurred which are related to a rapid
instutitional change in the sceiety. Big business
coprporations becams prevalent in many aspects of our
everyday life, Besidea, they became multi-nationalized
and carried their prodoction processes to a wide range
of sduntries,
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On the internatiopal &scene many developments took
place. The Bretton Woods system after working satim ‘actoril.
factorily up tn the late 1950'm, caused sarious crises
in the 1960's and 1970'a and finally was democlished in
1973 after the major currencies of the world were left
to fluctuate. Meanwhile, several integration attempta were
made by both developed and developing countries and the.
moat succeasful of these siyforte has been the eatablishment
of the Furopean Econemic Community (EEC). The EEC hes
brought new dimenslons to intarnational economic relations
between ipdlviduml countries or groups of countries.

In the early 1970'a the developing countries came to
play a more active role in international arema, They
organized several groupings througk: which they defended
their own 7viewa with respect to international economic
and political watters, Through what ie known as the Nortih/
South dialogue, they are trying to establish a new inter-
national economic erder responding more fully te their -
ipdustrialigation affortas. !

These kinds of developments in domestic or inter-
national economics can hardly Le explained within the
narrovsgope O shinstriam economica, Therefore,
orthodoxy in economic thocught cass under severe attack
after thd Secondl World War. As a matter of fact, dissenticn
with the neoclassical economics has & looger history.
fntitutional economimts like John B Casmons, Wealey C.
Mitchell, John M, Clark and Waltom'H. Hamilton working
in the tradition of Thorstesin Voble. in the 1930's <riticil
eriticized weversly the validity of the neoclassical
goonomies. More recently, after the Sermond Werld War,
Cunnar Myrdal, Clarence Ayres, Adolp Lowe, Gerhard Colm
and Francois ilrrlu: hase been the main representatives
of hetercdoxy in ecomomide. But, in comtrast to the old
institutiomalists who preceded thes they are galled
neoinstitutionaliste. .

Ip this paper we will try to explain the main
idecs of necinstitutionalist economics, point ocut the
differences from neoclaasical economics and indicate
the essential Teaturas of inatutitional development
econO@EicHE . 5 y

Economi -]
Econcmic and pelitical developments have always _
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bad a profound impact on ecomeomic thought. Keynesian
goonomice i8 not sn exception. It was mainly a response
to the world Great Depression of 1929. ¥ewvnes fashioned
his economic theory in the light af the sconomic fmctae
of that time. He was mainly concerned with the problems .
of Wwnemploymeht and indipated the kinds of peolicies to
be adgpted in order to cope with ecopomic instabillty.
Sinee unemployment was the dominantproblem, he was net
mich concerned with problems 1ike the role of technical
change, large business corporations, industrializationm
of underdeveloped countries or efficiency in resource
gllocation. Hence,he made contributione u:ly in a
"limited area of sconomics. 1

Aftedr the Second World War, the old Marginalist
theory of Marskall and income theory of Keynes were
egmbimnedy Thus; we wére provided with a "neoclesslcal®
synthesis, This pew tendency dominated the circles of
agademica, husinefs and government and prevailled in the
textbooks of econcmics,{l)s

But the neoclassical synthesds had its own defegts.
Both Marshall and Keynes were not concerned with the
problems of tha type that appeared in the Post-War period.
They focused on short-run stability problems. Long-run
probiems like dynamic change, the structure and functi-
oning of modern industrial esconcmy and the role af big
business in creating new human wants in the system were
not their copcern. Thnese were the kinds of problems
raiped by neocinstituticnalist economists.

Prat-Keynesians mainly dealt with gap analysie,
namely to fill the gap between actual and potential
total output levels of the economy and to prevent
inflation once full employment ig reached.

Another chargateristic of ecopomics +4in this
period ie the extensive use of mathemstics as scien-
tifiec tools of inguiry. In fact, great advamces were
aghieved in econometric models, imput-output analysis
apd operatlens resesarch, .

L]
(1} Allan G. Gruchy, Contempopary Economiec Thought,
New York: Macmillan, 1972, p. 8.
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Az n mattor of fact, mathematical and econometrisal
techniques can successfully be used as long as. the sconomy
im in equilibrium or it temnds to move towards an equilibrium.
Therefors, this technique my prove very usaful in showing
Btructural arnd functional relationshipe of the sctmomic
syatam in the short-run. Furthersore, the development »f
mathemationl and econometric techmiques when coupled
with rapid progress im electrenic cumputers, made possihle
to analyme large amountsa of data in a very short period
ef time. This would enable the industirial executive
manmger or government adminiptrater to uncover many
algnificant interactions among m great mamy variables.
Thus, 1t will further the imprevement management science
and inoremse &fficiency im private or public decision
making.

But extensive use of mathematice has some serious
dafecta. On the one hend they can only be used for
short-term equilibrium situations. They cannot be useful
in showing long-run changing tondencies of the economy.
As Myrdal points out, there is no mathematics that can be
applied %o the disequilikrium of the dynamiec evolving
economic precess (2} On the other hand, mathematical
and scomomrtric technigues are useful 4f the dats can
be quantified, However, major aspects of economie
systems do not lend themselves to be quantified, For
example, technieal change, effects of cultural and
institational milieu, cenflicts among the power groups,
otg., cannot be measured. These kinds of variablea are
taken as given in standart econometric models. However,
in neoinstitutional economice the major focus of interest
is centered om these nmonguantifiable effects.

The tendency incoaventional econ a8 18 to
"technicalige™ the science of sconomice. In other
words, to treaf the data on economic facts in a way
similsr to what is dene in the physical sclences. But
it neglects a very importank feature of the economle
process, Econowics im a purg nf the® svarall sccial
soisnces. FPhysieal data are mot ¢henged*by time, but thias
i not trus for s nomlos. Beopomie data are related to the
hehavicr of Hubtans in satiefylng their ecomomic needs and
is subjeet to change. It is not possible to reduceths lagic of

é2) Guanar Myrdsl, Beyozd the ielfare afate, sconomic
Planning and Ita Ipplicatirna, New Haven: Tale

Univeraity Fresa, 1960, p. 215.
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industrdalizatitn to rigid mathematical or -economical
formulaticens: Therefore, economis methadolegy should not -

not only be confined to the mechanistic techniques but
also to go beyond these technigues and investigate the
instdtutional structure in order to get a better under-
satanding of the economic progress fi?- o

 Heginatitutional Economics

The Great Depression pushed the HEeyhesian revo=
lution to the forefrect of economisa. However,; as
conditions changed 11 became evident that the anceptad
negclassical version of the Keynes theory was ill-
suited for the pressing problems in the domestic and
international scene, The failure is probably not in
Keynes, but in the analytical system created by those
who tried to elaborate his ideas. After the Second
¥orld War, the aeoclassical synthesis with the more
extensive use of mathematical and econcmetrical
techniques brought economic theory farther and farther
away from economic reality.(4)'

The dissatisfaction with the necclassical paradigm
switoched the focus of attention to the necinstitutionsl
economics over time. In this part we will review the
main ideas of necinstituticnalists. Althoughkeach suther
has his own version of institutional explanations, thE
differences seem to bk in the details rather than in
the fundamental ideas.

Heolnstitutionaliste argue that the economic
process cahnot be understood in isoclation from its
cultural and institutional epvironment. We cannot
neglect history and time in ecopomic process. According
te them, sccia}l sciences are altogether concerned with
the analysis of the functioning of the total mocial

{3) G, Edward Schuh, "Agricultural and Applied
Economics: Challenges of the 1580's." The
University of Minnesota, Department of Agriculs
tural and Applied Economica, August 1980, p.3&4.
(Mimeo}

t4) Wallace C. Peterson, "Institutionalism, Keynes

and the Real World," Jnurnul of Economic Issues,
Vol. XI, Ne. 2, (Juns 1977), D E%ﬁ
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system, The social system is am svolving pattern, It
covers a complex of humanr relatjions. or the ways in
which ean meets his numerous needs. This broad system
may be broken down into a number of m:‘hn]'utm- Each
cne of thess deals with a special kind of human needs.
Economica is one of these subsystems and the . major ;
intereat of this area ts to meet the material needs ﬂf
husar beings.

A major characteric of these subystems-is that
although each one is concerned with a certain part of
social syatem, they are mot-unrelated. For exampla,
economic facts generally oppear to hawve social, politi.
cal and historical dimensions. Depending on this idea,
Cunnar Myrdal proposes to relate the analysis of the
economic syatem +to the overall social system of which
sgonomiom is a part. This will give the sconomist &
more comprehenaive idem about the nature of the sconom-
ic process. This kind of treatment makes Myrdal's ecom
nomics some kind of ¥ Roelsl economics." .

As was pointed out before, neoclassical economists
patternsd their occonomica after the physisal sciences,
Whereas neoinatitutionaliste insist adamantly to keep
economica as a "soociml science" and to diBtinguish it
from ghysical sciences at all tdmes.(5).

Man .s the central concern in neocinstitutional econom- -
ies. But just as it excludea physical phenomena, the
behavior of an isclated man is not of importance. There
are no social relations or social problems in Bobinson
Crusoe's world. One cannot learn much py inquiring
into the behavior of the isclated individual. Theres
fores, man living irn a socisal or cultural eavironmént

is the subjéct of néoinstitutional sconomics.

In the following we will cosmpare it with the
nesclansical sconomics:

1l: Econowic systenm as an ongoing proceps

According to peoinstitutionalists the econom~
ic system is not & sechanistic aystem tonding towands

(5) Gruchy, B, 291, 7 :

o
i - .
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a state of balance or equilibriumi Omn the contrary, it
is cultural and evolutionaryfi Therefore, disequilibrium
rather than aquilihrium characterizes this system.

Individual behavior, economic actions and social
behavicr are all interralated and move together. Eccomom-
ic behavior cannot be isclated from the social and
cultiural environment in which it takes place. As Myrdal
points ocut there are no economic; social or psychological
problems But just problems. They are all inter-mixed.(£).
Therefore, in the research process, the job of economists .
is to analyge the problemsfrom all relevant aspects,

This requires & hroader, interdisciplinary approach °
rather than confining it to the parrow boundaries of a
discipline. '

L |

Technical change is the major force to explain
dynamiem in-aBociety. Change occors according to a
principle which Myrdal called "cumulative causationm."
It meanz that once some forces set a change in moticn
it proceeds in & cumulative way in one directiomn or the
nther. In other words change in one condition will lead
to change in aothers and these secondary changes will
in their turn, cause new changes all aromad din further
rounds, For example, constructiog transpgritation
facilitiee 1mn a treditiopal society may extend the size
of markets, which"in turn may induce technical change
and increase production. 5till, an increase in produc-
tion may cause better nourichment ol laborers; better
geducation, etes. In sum, all these. factors, reinforcing
one ancother in their effecte, will lead to chaoging
the traditional society into a modern economy.

2. Instidtutionelism gnd human behavior

Meoclagsical economics depends on the asaump=
tion of retionnlity about individual behavior. The
nation of Yhomo-economicus" (individual self-interest)
is the major driving force in human behavier. Whereas
in the inatitutionalist model the behavior of indivi=®
gale is largely determined by the social and cultural
milien, in other words, by the imstitutional structure.

5 ]
= | i

EE}rﬂunhur'ﬂyrﬂﬁl, "Trstitutional Economits." Journal
of Economic Issues, Vel., XII, WNo. & {December
3978 - 7
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Of course it does not wean that husan behavier im not
rational at all, but it providea an important challenge
to- the meoclassical rationality principle. "

Furthermora, dccording to necinstitutiomalists,
uncertaisty, rether tham certainty, is the major fea= .
ture of husan bshavior. Xoowing that msan is under thas
izpact of institutions does not mean that we can sXaot=
ly predict hos mag will behave in & particulsr situm-
tion. In fact, institutions determine a spectrum of
scceptable alternatives from which individuals can
choosea. But they do not predetersine exact behavior.(7)s

3- Cenflicts in economic life

Neoclassical economics presents us with a har-
monious world,In such a world markets work effectively
and silenty and the economy moves to an optiges in re=-
gard to resource allocation and income Aistrdibution,
In the necinstitutionalist 'madel, confliet rather
than harmony im the dominant force of economic and
social order, There is always coercion, aggression,
and struggle for power among the differéent intereat-
Eroups in An economy.

T

It might be an oversimplificatiom to try to ex -
plair the whole economic process as & "power struggle"
as did Marxista, but it is not realistic to igmore the
strugsle over income distributien (Bk Harmony in the
nesclassical model may sean either that economic a-
gents have pe power ak all, or poesess the -power eg-
@ally. Beither of these assumptions fits the real world.
In real Aconomic syatem organised Interesil groups
like big business corporations, labor unions or farm—
ers organizations try their best to inercase their -
group bemefits in commensurate with their power rela-
tions.

-

(7) #111iam M. Dugger, "Methodological Differences
Between Inmstitutional and Neoclassical Economica,

"Journal of Bconomic Issues, Vol. XIII, No. &
- {%;tumﬁnr 15797, p. 905,

(8) Joha E. Elliot, “Inutltutinnnli-m Y] lnhi?prblli"'“*
to FPolitigal Euunuuy, nomic Ts= -
suesy Vol. XIT, Ko, 1 EHnru y Pe 203
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. The role of state and the use of power

Coer .on and the ume of powar by various in-
tereat groups ipvite the inourslon of government in
the scene. The ultimate aim of presaure groups ia to
capture- the state power and use it in their faver. In
the face of these endeavors by varioua groups govern-
ment has a major role to play. How can it kalampoe tﬁﬂ-
mostly conflicting interests, if at all? Neoclasaical
economists either ignore the role of state or assume
it to be neutcal. However, many neoinstituticpaliat
economiste regard the role of state as protecting the
interests of the most dominant groups in the society,
like big industrisl organizations, trade unions or
farmers' associations,

Ja SBtruggle over income distribution

All economic agents, mostly through organiza-
tionm, are in a continuous struggle to increase their
ghareg of income, Probably power, coercion and cobm=
flict i8 not so obvious in-any other branch of econom=
ies than in income distribution. Fecclassical economicae
drawe such afh unrealistic picture of the world im which
each factor receives its marginal product and there is
no conflict and use of power. In many cases, it-appears
that all incomes are not payments toe the factors partic-
ipated in the production, but instead are pyments dee
rived from the rest of the society by means of powsr
and coercion. For example, this kipd of income flow
may simply be a result of restricting the supply ard
creating artifical scarcities by pressure groups.

6. The role of mcney

In the neoclassical model, money does not
play an active role. Genmerally, it is accepted not
more than as & convenience, a means of exchange.
Instead, neocinstitdticnalists appreciated the magic
role of money from the very beginning. Accordiag to
thea, money is the symbol of weal*h, prestige and
pomer (9).It can be derived from productive activ-
ities of man or simply by the exercise of power.

-
—

(9) Peterson, p. 210.
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Henco dopending on this basic iden, the "ald" institu-
tionalists and neoinstitutionalists divided human ac~
tivities into two branches; l.e., making of goods and
making of money. The fnrn-r may be identified am pro-
ductive activity and the latter as pecuniary.

Sl fii role of mathematical and econometrical
Frril techniques

4 As was discussed above, neoinstitutlonalist

do not reject the uscfulness of these techniques. But,
they argue that mathematics can only be used for lhnrtn
terms analysis or if the tendency An the economy is
towarda the equilibrium. There is no mathematical or
econometrical technigquea to quantify the effects of
cultural or institutional factors in an evolving social
syateos shichsay be characterized by dissquilibrium.

In the above, wa triesd to point out some major
contiadictions between the mainstream cconomics and
neoinstitutionalist models. At the pressnt time econo-
mists identify themselves with one of those two lines
of. thought. The defecta of neoclassical ecomomice
spcrrod several critics againat this system. Gunnar
Kyrdal exproeansa his dissatisfaction as follows: "I
believe that much of present establishment economice,
and in particular, its very abstract theoretical con=
atructe, +.. ®#ill be left by the wayside as irrelesvant
and uninteresting " (10).

Th! ﬂ}! lﬂi Hlﬂlg’ji!“tlﬂllllll

The present day neoinstitutionalists like
dalbraith, Myrdal, Lowe and othsrs, although belong
to the same tradition originated by Thorstein Veblen,
greatly differ from the so-called "old" institutionalists.
None of them, probably with the sxception of Ayres Wwas
much affectsd by Veblen. Therefore, the pressnt day
inetitutionaliats are called as "necinatitutionalists™ to
distinguish them old ipstituticrnaliss of Thorstein Veblen.

The major differonce may be seen im their attitudes
towards conventional economics. Veblen attacks strongly. .

{10) Myrdal, "Institutiomal ... ," p. 780,
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on the equilibrium economics and in the final analysis
seems to dispense with the whole inherited standard
sconomice, Veblen was an unscphisticated technocr %.
There would be no market asystem and price mechanisr in
his technoecratic regime of workmanship in the fufure.
{11},In this regard, the neoinstitutionalists take an
opposite view, They do pot reject the use of oconven—.
tinnal econosios but accept 1t for its own warth. Thaj
find it too narrow, so they want to go beyund it end
develop B broader economics which is concerned not only
with decisibn making in the market place but alsoc with
the guidance of the larger eveolving economic system.(12),

,

Veblen wegd ariticized being urder much in§1uenﬂe
of Marx. He regerded the economlc eyetem a5 a contlod—
ous struggle between two classes, i.e., "vested inter-
esta" and workers ms Marx did, According to him the
former of these classes always exploited the latter
and the role of state was not more than to proteet
the interests of big business. He analyzed the American
economy im terms of a progressively declining national
income snd predicted an eventusl bankruptcy of the
capltaliet syetesm. The development of Veblen's ideas
waa probably much influenced by the economic enviren-
ment of hils time. In his lifetime he witnesaed an
enorpous growth of business and the inefficient role
of government 1n the cnntrnl of thess corporations,

He was also criticized by accepting an untenable
technological determinism, He seemed to overemphasize
the role of machine process to determine human bahavior,
Neoinstitutionaliets regard technology a= an important
factor for the evolution of totel economic system but
they do not accept its role to shape mental attitudes
or te condition human behavior to a degree envieaged
by Vablen.

(11) Grunchy, p. 16.

=

(12) Pham Chung, "Clarence E. Ayres and the Socialist

Planning Debate," Journal of Economic Issues,
Vol. XIT, Ne 1 (Msroh 1978), B. 71.
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Jastitulional Change

If econ:wic system is an evolving system then it
har to be the task of esconomists, sociml scientists or
philosophers to 2xplain the course of %this change,

There ars many attempts in this field, some of them are
nes, others have a long history, But none of them seema
gacisTactory. X

Before getting further i< adight b2 useful to make
-I_ﬂﬂﬁ:uitiun of ipstitutions. Tittan de ines inst{Putions
@8 “the set of hehavioral rules that govern m particular
pattern of metion and relationships."(1%). The concept
of institution alsa includes arganizations like a family
a 1irg or & government adsministratioa, etc. Because
organizations as decision making unita are influenced
by externally given behavioral rules, whiec ares producta
~f tradition or decisions by another organisationsi
Thus, the -ters iastitutional change may mean changes in
tohavioral rules, perforsance »f organizations or rela-
tionships between an orpanization and its environment.

L]

1. The orthodox vieva

ke would be expeited, thoeoretical amalysis of
economic institutions cas mot ‘s major issue for neo-
clgs'=4. roonorigtsn, TNenothelesas, classical sconomists
1ike Smith, List and Hill referred to the institutional
gtructu=a of seciety in their sritings. It is trus that
they did not make significant contributicns in this
area, but neverthoeless, their ideas may provide a
starting point,(14),

- Adam Smith nttributed economic progress to individ-

unl acquisitiveness of man. According to him, the mcquis-
itive nature of man is the driving force in a society.

et e )

f1%) Vernon ¥, Rustan;"Induced Institutional Change,"in
Induced Innovatisn: Tgnhnulugxﬁ Ipstitutions EEE
Davelopment ,edited by Hans ¥. newanger,; et.al.,
Baltimores Jobn Hopkins, 1978 w»n. 329

(14) Daniel R. Fusfeld, "The Development of Economic

Inetitutions,”" Journal of Econgmig .?51-111
No-  (December 1977}, PF. 7B5-750
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By expanding marketa and generating capital sccumulation
it leads to transformation of an agricultural economy
into a diversifiell economy of agriculture, commerce and
mapifacturing. Liat followed the suit. But according to
him community mction, besides individual acquisitivensass
plays a positive role for the development of nen-econom-
ic inatitutions. Similarly Mill argued that progress in
production is subject to immutable laws, but patterna

of income distribution is man-made. MNevertheless, hs

did not attempt$oanalyze the institutionel arrange-
menta that affect patterns of income distribution.

In contrast to above mentioned economists, David
Ricardo di1d not intereast in institutions at all, and
his ideas came to deminate the classical school,.

In fnet, Rigardo misssd an important opportunity
tc develop a comprebensive theory of institutional
change as a by~product uf his work. He arguved that cap-—
ital mceumulation under the conditiona of dimimishing
returns would laad to & stationary state. But he am=
-dumed it to occur in & given institutional context. He
used capital accumulation as the driving force im hise
model hut did not Aucceed to analyee the technical
change and monopoly powers agsociated with it. This
line of reascning was to be takten up later by Marx and
neoinstitutional economiste,

The universal scceptance of general equilibriuom
models almoat closed the doop for the analyris of insti-
tutional change. However, a few attempts were made inm
necclassical framework. Ome is that of Joseph Schoum—
poter. He argued that innovations by entrepreneurs te
obtain profit disturb the equilibrium situation. The new
techniquea or innovations wlll expand throughout the
economy and finally a new equilibrium will be eptah-
1ished. According to Gchumpeter, innovatiorns even as
indicators of the succeas of capitaliss will eventually
lead to demise of capitalist system by creating fluca
tuationa, bigz business and turmoil.

Anpother attempt to amalyze the institutional
change within neoclassical framework was made bIE
Douglas North in collaboration with Lance E.Dav {15).

(15) Institutional Change and American Economic Growth,

Cambridge: The University Press, 1971,
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Be starts with a case in which Poreto optimality pre
vails and assumes an exogenous change which makes it
possikle to obtain pralits by changing institutions.
Then econowic apefits will be induced te nhln;i the
existiong institutional framework to internalize the
‘potential geins. At this point, these are two alterna-
tives iAccourding to one, a group gains without making
anybody worse off. This corresponda to a Pareto supe=-
rior solution. Aecording to the other, a group gainas,
‘but at the expensae of othera. This refers to a Pareto
inferibr solution.(16). The second case lmplims the use
of cpercion and probably government support for the new
income distribution.

Morth=Davis model is necclnssical in the sense
that while the ux*atin; equilibrium is brokemn, self-
regulatisg forces will te set in motion te establish a
new eguilibrium.

2. The institutionalist view

» It has been a major concern for institution=
slisteconomista to explain the evolving nature of
social aystem. In their models, they omphasize the
relations between technological change and institution-
al change as dynamic forces in the mocial and sconom-
ic sy=stoE,

Before going through their analysis we will review
the Marxist vievs on iestitutional change. In fact,
Marxist theory of institutional change iafluenced the
ideas” o many neo-Harxists or non=-Marxista in our time.

Marx axplains that man has a copstant atriving te
produce material things. It comes fres the pature of
husans and leads %o a continuing isprovesent in the
forces of production which brings about abundance How-—
ever, scarcity leads to a struggle for the control of
resonrcesa. In Aomasquonoe ,thers ia always conflict
between those who control the eeonomic resources and
thoa« whe do not. In *he Marxist terminology, the strug-
gle is between the classes of capitalists and workers.
Marx believes that the centralisetion of capital and the

(16) Busfeld, p. 748.
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.-ruuulting exploitation of masees of labor finally will
laad to the demise of the capitalist system.

In the Marxist model there is & major contradiction
between inatitutione end changes in production technol-
ogy and production relations together form the basis or
"infrastructure" of a Boclety. Instead, socigl,political
or economic institutions set up the "ultrastructure" of
an economy. Marx stresses the dialectical relationships
between economic base and ultrastructure. But he bhe-=
lieves that the affect of a change in the base is more
influencial in changing the instituticnal  structure.
rather than vice versa. Thus, any change in technology
will pgenerate conflicting. effectes with the present
institutione and fimally will -lead .to substitution of
these with new institutiona. (17}

The wiew that institutional change depends onm tech-
nological change is called "technelogical determinism".
This idea basically originates from Karl Marx. As was
stated before, Veblen following the same line of
thought, argued that advances in technology would lead
to comcentration of capital in big businesa and thus,
oreate change in the institutional framework.

-In contrast to the ftechnological determinism there
is another approximation to the institutional change
which is: called as "imstitutional determinism." It
arguea to the contrary of the Marxist version of Tech-
nical change, i.e., technical change depends on insti-
tutional change, rather than vice versa. This is the
main thesls of Polanyi's argument. (18).

{17) J.Bon Btanfield, "Limited Capitalism, Institution-
alisw and Marxiem," Jouwrnal of Tconomic Issues,
Vol. XI, No.l (March 1977), pp. 561 = 7l.

Gee also: Douglas E. Booth, "Collective Action,
Marx's Class Theory, and the Union Movement,"™
Journal of Economic¢ Issues, Vel. XII. No. 1

) fHar:h'iﬁsﬁi, Phs 153 - 1E§. i o

(18} Karl Polanyi, The The Great Tpansformation, Boston:
Beacon Preas, 1957, pp.llE - 125,
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Ancther fors of (natitutional determinism is dias-
cusaed by Chandler.(19).Ho arpues that expanded market
opportunities lod to revolution in management techniques
which in turn ereated an eovironment conducive to tech-
nieal change.

The Horth-Thoman Viesws

Apart from hie initial essay to which we meferred
ebove, Morth has another attespt in collaboration with
Robert P, Thomas (20):In his second study he follows a
different approach. His discussions are in the line
with inatitutional determicism.

Horth and Thomas explain the sources of Western
econbmic development in terms of increasing population
pregsure aghaingt the fixed land resources. They accept
the population increase in tha Middle Ages as the
driving force in thedynamiec change of the European
doviglopment. They argue that the population increase
brought further land into cultivation and forced people
more out towards the inner parts of Europe to seitle
down. As this process contimwed, predoction increased
and became more diversified in response to differemt
qualitios of land. These Bifferences in producticn
stimulated trade end specialization and led to develop=
ment of organized markets. The expansicn of smarket in
turn induced technieal change, urbanization and a set
of other socizl chagges like itransformation from the
feudal systerm to natioral states.

North and Thomas argue that any change in relstive
factor prices (as g result of & change in relative
factor endowment)} leads to &8 redefinement of property
righta which in turn brings about an associating modifi-
cation in institutional structure. For example, in their
Btudy they showed that the scarcity of land as a result
of the increasing population, between the 10th and 12th
centuries, led to a more precise definition of property

{19) Alfred D. Chandlor, Jr., ftretegy and Btructure
Cambridge, Masas.: M.I.T. Pr!nl. EF?E, Pa Ei?.

(20) Douglas €. Morth and Kobert Paul Thnmin, The Rise
of the Western World: A New Eunnnuin Himtory, &

Canbridge, Mass., Tho Univ-ruity Pru:u+ 1973,
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rights with respect to land. Thereby it created a pres—
sure to limit common profierty uses and adopt more inten-
give farming syatems.

By the same analogy, a8 land became less stringent
ip agricultural production in the U.8. in our times,
property rights changed. in a way that private righta
have bean reduced on land. Conversely, mince popula=-
tion increase is the major factor in most developing
countries, the scarcity of land requires a more elobo=-
rate definition of property righta with regard to land
resources. - .

* We'may refer the same idea to the comman goods
like environment. At the present time the demand for
environmentel services has increased and led to the
rise of the value of these services. Hence, it creates
a need for new institutions designed to clarify property
rights of individusls, firms and communities with respect
to these increasingly common property rescurces which
used to be free previcusly (21).

Despite 1ts meritn the North-Thomas model in
essence depends on self-regulating forces in the economy.
Once population increase disturbs the present equilibri-
umy; it will put self-regulating forces into motion which
will eventually restore eguilibrium. Thris is not a quite
dynamic change model. Secondly, one of the basic fea-
tures of mocial systems, is conflicts between the inter-
ests of different groups. But it has no placge in this
model. Thus, North-Thomas model seems to offer us a
hnr-aninul world as the necclassical economics would do.

The Ruttan Model

RButitmn adopts a similar approach for institutional
chenge as he used Jor induced technological change. He
explains that institutional change is induced by the
demand for more effeciive institutional performance
apd Lt cccurs as a resulf™of adverces in the supply of
knowlsdpe about social scisnces.

According to Ruttan model, changes in relative

factor prices (associmted with relative factor endow-
ment) 18 m source of demand for institutional change.

(21) Ruttan, p.335
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Ag will be understocd, this is not so different from

the basic idea of North-Thomas model. For example, an
increase in wagea in relation to capital (e.g., 2s a
result of scarcity of labor foroee) will induce technical
changes to substitute capital for labor and lead to a
redefinement of property righte of the worker over the
conditione of his employement.

In a similar approsach, Theodore W, Schuliz attri-
buted the demand of institutional change to the rising
value of man during the process of economic develop-
ment {22}.

Another aource of demand for instituticnal inmova-
tion is the new income streams originatiang from the
efficiency gains follaowing technical change or improved
institutiowal performance. In the neoclassical worlkd
the. new ilncome streams would -po to owners of production
Tactore with inelastic supplyi "hereas according to
Rutten, technigal inngevations induce attempts on the
part of the owiers of factors, social glasses and
ecaonoriz sectorys fto creates new institutions to parti=

ion the ne® inoome streams. These groups may andeavor

. this poal, for owemple, by collective astion or modd fi=

cavion of property rights.

Again he finds a close similarity between the sup-
ply of technical change and the sapply of institutdonal
change. Supply curve for tecnical change shifta to the
right in response %o advances in knowlcdge about science
and technolaogy., In @ comparable way, advances in kpow=
ledps about social seicnces will shift the supply curve
of institutiecnal change to the right. Progress of
knowledge about the accial sciences reduce the cost of
institutional change. Thercfore hoe peints out the
importance of research activities in the sosial sci= -
gnces, Tor the purpose of inereasing effleciency.

Aecording to Ruttan, the guestion of preesdence bas
tween technical and institutional chanpges 15 of no usej
these two factors are highly interrelated and should
be analyzed within this context.

(22} Theodore W. Schultz, "Instituticns and the Rising
Economic Yalue o¢f man," Awerican Journal of Agri-
cultural Economies, ?ﬁl S (Decemher. 19687,

PP. 1115 - 1122, :
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The Ruttan model has the advantage of 2xplaining
institutional shange by maans of endogunocus factors.
It aleo refers to the confliect of intereat betwoen
rarious income groups. Howaver, amidst these conflicting
gronps be desm not show explicitly the role of govern-
ment, Furtermore, he ssems to ignore the importance of
the wiailon of leaders in & society in the way cf acoel-
erating or resisting the forces of change. Apart from
these all, it requires furthar investigation on the
relationa between changes in relative factor prices and
institutional change. For example, it could be interest-—
ing to inquire inta the nature of this responsiveness in
different scoietlies and at different times.

ngiggtitutinglialm EEE D-vilupulnt Economlcs

Most significant impact of necinstitutionalisam has
probably been in the field of developmeint economics. In
faat, it is-a relatively young branch of economics.
The history of modern development sconomics goee back
to the early aftar the Second World War., After the war,
with the independence of many formerly coloniea, the
nupber aof developing countries increased substantially
and the developmant problem has been one of the msjor
issues of international community.

Davelopmeént maana rising per capita incomes asso-
ciated with changes in institutional frasework. In sany.
developlng countries, main obataclos to change are
inmtitutional, e.g., lack of work discipline, illiteracy,
pror heelth conditions, inefficient governmsnt bursauc-—
racy or simply unfavorabla traditions and cuatoma, &tc.
Therefore, developmont in the first place requires the
elimination of these barriers apmd the introduction of a»
moreé dynamic institutional environment conducive to
industrialization.

In the litersture of economic development the terms
of "growth" and “development" are geneérally used inter-
changably, But there is in fact a fundamental difference
between the two concepta. Orowkth -efera to the rate of
increase in per capita income and output without imply-
ing any change in institutional structure or social and
cultural valuwe system (23),Conversely, development reflers

(23] H‘.L"IIIP A _Elin. "aAn fnstitutionalist view of Lavelop-
mant Ecomomics," Journal of Economic Studies,Vel.XI,

Ne. & (December 1577), pp- 7006.
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net only to per capita incoma growth but alsc to ins=-
titutional changes that come out in associatibn with the
rise of income and output. Im other words, growth impltta
guantitative increases while development refars tu v
qunlitltiil as well as guantitative nupintn. : e g

Development is a process rather than an eguilibrium
situaticn. The relationship between technical change and
institutional change isn the most dymamie force in a
devéloping soclety. The dynamic nature of development
oconomics distinguishes it from the wainstream econom=
fes. In fact, the idea of change is vastly different
from the neoclnssical concopt of “dymamic equilibrius”.
At this point, Klein finds great similarity in the
general approaches adopted by the.modern development
sconomista no matter how they identify themselves, &
neoinstitutionalist or a neocclassical economist. He
maintaine that every economist dealing with development
problews ahould be an inatitutiomslist becaush.of-dhe
nature af the subject.{2k).

. feppt

Since development is a process it should have no
finite end. All economies change at all times. According
to this point of view, sagh country has a place on the
development path. The difference of development among
countries is only in relative terms. In this mense the
"industrialised" countries are 8lso developing.
Naturally countries at the lower and higher points of
development path would deal with ﬂ-i'ffﬂl'ﬁnt- types of
pruhlen..

But for a long time, economists tried to solve
the problems of developing countries by means of the
principles of sainstream eponomics which they were
accustomed to use, without many gqualms about whether
they fitted these different conditions (25)eIn thoss
days growth sconomicm was merely an extension of the
KEeynesian ayatem and its macroecondmic concepts. In
these earlier models physical capital investment was
the central point of wiew. According to the H
Domar model, & country's growth was sisply determined
by the propensity to save and the capital-output ra-

“tion, In these models, to attain -the target rats of

“(2%) Kletn, p. 792 ) ;
(25) Myrdal, “Institutional Ecomomick," p. 781
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development, any shortage of domestic rescurces (a pav-
iog gap) or imported goods (& foreign exchange gap)
could be made up by the foreign inflow of cepital. This
line of thinking probably derives its roots from the
success of Marshall Aid Program. The Americamn cepital
contributions to the war-stricken countries of Europe
aftoer the Spcond World War beceme & major stimmlamt to
thier growth,

But conditions in present day undeveloped coumtries
are very different. The European countries no =matter how
saverely were damaged by the war had inherited the
Woatern inmtitutiona and social value systems. Whereas
in moat present day developing countries the institu-
tional structure is amn extension of the centuries old
feudal system and is very unfavorable for development.

In the late fifties and early sixties there grew
a whole literature on sophisticated sathemmtical plann-
ing models. Thess modala were depending on two crucial
assumptions. One was the concept of fixed capital-out-
put coafficienta, the other was the input-output matrix.
According to these models, planners should determine the
balanced distribution of inveatment funds among indus-
tries to achieve the target rate of development (26).
This kind of analyals muffers from the same defects we
pointed out befers for conventional neocclasaical
paradigm. It is a "sechanical" treatment of economic
development and makes no reference to the effects of
institutional and technical change. The neoclassical
techpigues can hardly be wvalld at an ecomnomy with an
unfaverable inatitutional environment for develop-
ment. For example, in projeect evalumtion the i1dea to
maximize present valus of future income flows might
not be seaningful in the face of the lnetitutional
barriers to development.

Ino development sconomicm, conecepts such as capital,
aaving, consumption, imports, exports, ete., should he
analysed within the imstitutional framework. For instance
it may not be correct to relate the propensity to save
only to the level of national inocowmw. Instead, it may

{26) Arnold €. Harberger, "An Economist Viewe the Devel-
opment Process," paper pressnted at the NEF Conference
University of Minnesota, October 1980, p. 3.
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require an inquiry into the organization of capital
markets, income distribution in the society or ulting
habita of the people.

The opsration of Gunnar Myrdal's "cumulative causa-
tion™ principle requires special atter<ion. Once an
underdeveloped eccnomy is sst in wotion in the direc-
tion of developmen., cthe change will ocour in & sumuls-
tive way. But here Albert Hirchman's "big push™ theory °
may not be neglected. To piva the initial impetus to
the economy it may require a great dacl of effort.

In the theory of economic development as it is true
for general social change, the role of leaders may not
be underemphasized. Their vision and leadership capabil-
ities may be an important factor to actelerate, resist
af change the direction of underlying forces in a society.
Of course, increased knowledge about the development
economics will assist tase An choosing the best alter-
natives and thus lead to minimize the costs of institu-
tiomal uhangn. : :

*In the literature of tuununin ﬂl?llﬂplint two ma jor
approaches to developnent are discussed, These are im=
port-substitution and exportpromotion satrategles of -
development. They start from differing premisea. The
former is an inward-looking while tha latter is an out-
ward-looking pelicies of development. In the past most
developing countries adopted import subatitution pols:
icies. More —ecently s= & repult of the disillnsionment
with these policies they atarted to msitch to export-
oriented poiicies. It shoulc e pointed out that develop-
ment is a3 subject with many dimensior Iu making a
decision, besides neoclassical comcents,; #social, cultural
and historical conditions must be analymed very carefully.
Here, of course, the "development™ of developmant econom=-
e as well ms the forerightodness of pﬂliticll leaders

reveal i.ﬁqlf,

Internationsl Aspects of Development Frocess

A:curdrng to the sainstream econozies, free play of
"market forces in the internatiomal scene lead to mitually
beneficial trade between the daveloped and the developing
countries. The industrialized gpuntries altogéther from
the "center™,.The davelopment of "periphery” depends on
the policies of the center to & large extent.
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Ae gprowth keepe on golng in the center,; Ehe demand
increases for the agricultural products and raw materials
of the peripheéral countries. The extension of their
exports in return, with the financial and technical
aggistance of the center will provide an external stimu=
lus to the development. The wvaderlying ides in thia
model is that industrialized countries, by acting in
compliance with their national interests would alsso
 contribute to ‘the development in the periphery. In other
words, the development of the latter would depend on the
_ international economic institytions functioning well for
the interests of the former..

This idea seemed.tc prevail in the academic and
political environments to the recent times. The func=
tioning and organization of international economic and
monetary system depended on the policies of'"big" counsd
tries, although accounted for more than two-thirds of
the total world population, did hardly play any active
role in these regulaticns. The Bretton ¥Woods system,
for example, waa a compromise between the U.5. and the
Great Britein. Accordingly in no part of the charter
of the International Menetary Fund a simple reference
could be found the specisl situation of the developing
countries. Simllarly, GATTI was initiated by the develop=
ed eountries to lower tariffs on industrial goods and
regtore conditions for a relatively free international
trade, Likewise, the world monetary and trade rearrange-
ments in the 1960's were made mostly through the deci-
aiones of the "Group of Ten", i.8., representatives of
the big ten, industrimlized countries.

But as time went on the neeéd for change in the
international crder became mere pressing. Underdevelop-
ed countries came to criticize severely the existing
ayetem and argued for a nev interpational economic
order. The developing countries formed various regiomal
or global groupings to exprese their ideas for a change
in international inatitutional order., OUne of the most
importent organizations established by them iz UNCTAD
which perves as a stand whers pzlisies of developing
gountries about various world issues is formulated,
coordinated and expressed. Another comprehensive
movement among the developing countries is the forming
of the "Oroup of 77" which ipcludes all indepent,
non=aligned Third World countries, Today discussion
for a Hew Internatlional Ecomomic Order is belng cerried
on in the framework of the North/Scuth dialogue.
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The dissention witk the existing international ins-
titutiona originates from the facts of the world community
ag well as from the studies in the academic circles.
Ineplite of the automatic growth hypothesis of the main-
stroam economics, the per caplita income differences bet-
ween the developed and the developing countries have been
greater than ever. Hunger and misery have become the
preavalling facts of the masmes in many developlng
countries.

Over time, the conventional idea that international
trade represents a harmoeny between the interests of
different countriea came under attack by academicians
and political economiste. In the late 1940's, Ra'ul
Prebisch from Latin America and Oerman Hans Singer
formulatad a hypothesis which later came to be known as
"Singer-Freblsch theais". Acecnrding to this argument,
the long-run trend of the terms of trade between the
agricultural and manufactured goods ie in favor of the
laotter and agninamt the former. In other words; the devel-
oping countriea that export agricultural producta and :
import manifacturing goods suffer frow the secular
deteriorntion in the terma of trade. This implies that
through international trade mechanism, some part or all
of the incomesa accruing from growth in the developing
gcountries is transferred to the industrialized coun=-
tries (27).

The tendency of secular deterioration in the terms
of trade is explained by the slow incroase of demsand for
agricul tural products as compared to manufacturing gooda
(the Engle's Law), powerful monopelies and labor uniona
in industrialized countries and low flexibility in the
structure of developine sconomica. '

Arthur Lewis; instead e¢xplained the sams phanomenn
with referencoe to "unlimited supplies of labor" in the
subsistence sector. He argued that aince real wage levels

(27) More recently Bhagwati showed theoretically that,
because of the deterloration in the terms of
trede a country may be worse off after the growth,
a situation which he calls "ismiseriszing growth".
Sees Jagdish H.Bhagwati, "Immesirising Growth: 4
Geometrical lnzg“ The Review of Economic Studies,

Vol. XXV, Ho. {June 1958).
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in developing countries are depressed because of the
unlimited esupplies of labor, any gains from the produc-
tivity increases in the export sector would go to the
industrial importing countries. i

Another attack on the play of market forces in
internaticnal economy comeg from the work of the well-
knowh Swedish economist, Gunnar Myrdal, to whom -we
referred before in wvaricus connections. He applied his
principle of "cumulative causation” to- the world economy
to understand the resson of increasing and persistent
incoms disparities among the netions. He explained thak
when rich-industrialized nations trade freely with poor
non=industrialized countries, the poor are pushed into
a downward cumulative process that leads to a lower
standard of living. This result is brought out by a
mechanism that Myrdel describes as the "backwash"
effects (whic was later called as "polarization'" effects
by Albert Hirschman) of intérnational trade.

‘Backwash effects are the secondary consequences of
trade between rich and poor nations which cause the econe-
amy in the poor country to decline. Yhen an industrial
country exports manifactured pgoods fo an underdeveloped
country which has no customs duties or guotas, then the
smallscale, young industries in the latter will be de=
maged and 7inally will disappear.  This lpitiates &
cireular cumulative process of causation. As the small-
Bzalée industry of the poor country declimes, industrial
external diseconomies develop. Skilled workers lose
their johs, credit system is weakened, people start to
return to agriculture and urben culture suffers. These
Tactore push the couniry further down the path of
davelopmeni (28) .

In the meanwhile, this mechanism works in the
opposite direction in the industrial country. It
enjoys favorable "mpread effects" (called as "trickl-
ing down" effects by Hirschmanj. It provides impetus
for further industrializstion and progress in. the
industrial country. However, the spread effectsz are
generally assumed less important than beckwash affacts.

{28) Gruchy, pp. 201-206.
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Hyrdal propasés national economic planoing and
protectionist polizies to the developing countries in
order to evade the distortidn effects of international
trade and mtart off a cumulative process of economic
development .

In sum; these studies show that In contrast to what
the mainstream econonics shnq. free play of markek
forces in an unregu.ated internatlional economy, cause
the poor to be poorer and the rich to be richer. The
present day unequal income distributiom coupled with
the regulte of these studies make 1t indiapensible to
@stablish a new international economic erder which
depends on just and eguitable relations among nations
and serves the intere#cts of developad and developing
aountries more satisfactorily. In fact, the establishesrt
aof such an inatitutional order can only be posaible by
mpans ol cooperatien of the industrialized countries.
Today this cooperation seems much more compulsory 4in
the fuce of the preceing problems like world energy
erlises, breakdovwn of the internationsl monetary systes,
worldeide inflation and unemployment {29),

The _Theory of International Economics

At the present time theory of International Econ-
omics is & mpecial case of Yalrasian general equilibrius.
The assumptions of internationsl trade is not realistic.
It assumea that each nation has free competitive market
there ia a barmony among nations; in other words, there
is no coercion and exerclse of power in the international
arena. Furthermore, it assumes that the whole world econ-
omy is assumed to be in equilibrium or moving to &n
aguilibrium,

is will be understood, the same assusptions are made
in thé general mainstreas sconomics. So the theory of
International Trade may be criticized on the same =
grounds. In fact, from the standpoint of individual
countries, disequilibrium rather thas equilibrium is
the major characteristic of forelgn trade, It is hard
to find a country which can maintaln an equilibrium in
its foreign economic. relations, among the whole develop--
ed and developing countries of the world.

{29) Schoh, p. 31.
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From a global pointofwiew, the net raault of total
international economic relations is supposed to be in
balance. But this dees pot mean thet it is in equilib-
rium. As factors like production technolegy,transportsa-
tion and comsunication facllities, tastes of comsumers,
factor endowment change, the volume, composition and
direction of trade will alsc be changed.

The international institutiomal structure has a
direct implication for the change of trade. In this:
connection one can point out the importances of inter-
national payments system,banking institutiona and
legal arfadgements.

Similarly, it is not true that perfect competition
prevails in hoth the commedity and factor markets of
the developed and developing countries. In fact, big
business companies as well as powerful labor unions
dominate in the international commodity and capital
markets, Conflict rather than harmony appears to be the
putetanding featurs of internstlonal trade. On the
one hand, governments with the pressure of domestic
producers 0o the one hand, govermments with the
presgure of domestic producersg or for reasops of econ=
omic development impose high protective measures and
deny - -the free entrance of foreign goods into their
domestic marketa. On the other hand, by using their
monopaly power, big industrial companies may charge
high prices to exploit foreign consumers. In fact,
monopolies in export sector are very common in all
countries and genmerally governments encourage the
getting up of monopolies in export industries.Even
in some casea, to gaim a compleéte momopoly position
in world markets; government takes over the exporting
gotivities of private export corporaticons.

Multinational firme are the most prominant
feature of today's world production and trade.
Multinationalizetion of big business ia quite &
new phenomenon. It skarted after the Second World
War, and proliferated progresaively. These giant
companies transgress the national boundaries and
garry out thelr preducticon processes,; throughout
the world. Thelr aconomic power is comparable not
only with the national incomes of many individual
underdeveloped countries, but also with those of
some industrialized countries. They can sasily
cantral production techmiques,share world markets
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or impose arbitrary prices. More often than not, con-
flicts arise between the multinationals and the pnational
governmenta of the countries in which they operate. A= =
consequence of their huge economic power, they can exert
a8 considerable political influence. Therefore, in the
cage of a conflict with the national governments, they
are in a very powerful situation to Bolve the disagree-
ment in their favor. At the present time there is not an
agreed ecde of comduct in internaticnal compunity te rep-
nlate the operaticoms of multinationals.

In Bum, it seems necessary that the theory of
Internaticnal Trade should be modified in such a way
that there is no equilibrium in world economy, perfect
competition does not prevail in participating countries,
multinational corporations are one of the most Lmpor-
tant . agents of world economy, coercion and struggle
of harmony prevails in the international scene.

Canclusian

In this paper we tried to explore the main ideas
of neolnstitutional Ecunamics, indicate 1t6 distinctive
features from the conventional neoclassical economics
and reevaluate the neoclamsical technigues of economic
development.

Vg indicated that neoinstitutional economists
regard the economiec ‘system as a part of evolvimg general
social system. They don't reject the use of neoclassical
technigques but instead criticize it for having narrowed
tha scope of aconomics. In fact, they argue that scomom=
ic system doee not only conaist of price mechanism =and
merket relationships. Their ultimate aim is £0 go beyond
the market forces And ipgulre ipto the nature of nom=
market aspects.

Heainatitutionalists believe that diseguilibrium
rather than equilibrium gharacterizes the real economic
gystem. Ace rding te them, instead of harmony, conflict,
coercion and exercise of power are the main features of
this svstam.

Theyﬂannapt-tha change of technology and the ins-
titutional change as the most dynamic elements in & so0=
ciety. However, with respect to the process of institu-
ticnal change nhot a well-defined, comprehensive theary
has been yet formulated.
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Degpite ita merits, lnstitutional economice does
not seem to be influential in the various branches of
egonorics, eraapt the development economice. Most
reacently, #conomiata working in the development field,
no matter identify themoelvea with neoinstitutionalism
or mainstream economlics seewm to adopt a eimilar neoins-
titutionalist approach,

The technical revolution, tremendous growth and
proliferation of blg business; and the smergence of
many developing countries after the Second World War,
created such broad and complicated problems that for
the solution of which the malnatream sconomica does not
seem to provide reliable techniques, This fact may pro-
vide an impetus for mainstream economists to broaden
their approach ard seek for cauaea cutside the customary
confines of economic remearch. With respect to the fu=-
t,re of the neoinstitutionalism, Myrdal states as fol-
lowa: {30) "I believe that in the near future, it is
destined to win ground at the expense of conventional
economice, and not primarily becauss of the atrength of
its logi=z (but alsug because a broader approach will be
needad for dealing in an effective way with the practi=-
cal and politieal problems that are mow toswering above
and threatening to overwhelm us."

Hevertheless, at the present time, neoinstitu=
tiobaliem does not Seem to be a unified body of
economic thought like the neoclassical paradigm.
Ite ultimate gim is to broadsr the scope ol econ=-
omics. But its boundaries are not well defined.
This vagueness probably reflecte its wide rang-
ing interest. Neoinstitutionalism reject a narrowly
defined, wecharistic view of the economic system,

Furthermore, when pono-market imstitutions are
sccepted =85 a part of the economic fact, it is
Bsot known what kind of tecniques to be usmed to
acoount for the effects of these institutions.

(30) ;gd.l, "Institutional Ecopomic, " pp. 779-
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In this conmection Rousasset's eoffo..s should par-
ticularly be noted (31 He attempts to analyze ihe
institutions with respect te "first-bost" and "Sec-
ond=-beat" solutions which may compars with the

similar concepts in neoclamsical economicm, His
analysis may prove useful for being capable to be
testad empiricmlly. Howsver, much mare efforts shounld
'be made to develop new approaches for the amalysis

of a truly dynamlic evolving econcmic ayatem.

L]

(31) James A. Roumasset, "The New Institutional
Economics and Agricultural Organization, "Tha

PhiliE%%g Economic J-uurﬂlg Number Thirty beven,
ols ¥ 'hl}li 1 " FFI' }1‘]“'5-‘ m .JI-“ tlhl'.'

seme suthors: "Sharecropping, Production Exter-
nalities and the Theory of #nnhnnu,%
Journal of Agricul E ca, Mo r
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NEO-KLASIK TEORI VE BEONOMIE EKALKINMA
{Bzat)

Meo-klésik Teori, rulandafy moatematik:wevekonomet-
rik tekniklerdeki geligmelere rapmen, gliniimiiziin Snemldi
akonomik sordnlarina yeterli gozimler getirememistir.
Heo-KlAsik teorideki bu yetorsizlifin bir nedeni, kug-
kusuz kargilagilan sorunlarim daha genig kapsamla ve
komplike olusudur. Fakat difer bir neden de, iktisadi
hayattaki gergek degismelerin aksine, teorinin gok dar
bir alanda ilerlemesidir., Bu da, iktisati sosyal ortam-
dan soyutlatip, daha ileri matematik teknikler kullana-
rak ana "mekanik" bir bilim nitelipi verme gabalarindan
kaynaklanmaktadir.

Bir ekonomik sistém yelnizca plyasa ve Tiyat ilig-
kilerinden ibaret defildir. Ekonomik oclaylar belirli
sosyal  kiiltiirel, taribi ve kuramsal bzellikler tagiyan
ortamlarda olusur. Ekeonomik karar alma siirecinde bu
Fiyesa=dizi kurumlarin #tkisil ihmal edileéemez. Fehkat
malesef, gofu kez bu gibi faktirlerin etkisini matema-
tik olarak Dlcomek de mimkin olmamaktadar,

Daha baglangigta hatirda tutulmasi gereken nokta,
iktisat"in bir scayal bilim olmass ve eosyal bilimlerin
differ dallari gibi zamanla de@igmweye tabi olugudur.
Toplumsal degisme we dinamizm cnu "fizik" bilimlerden
ayiran gnemli bir farklalaktir. Oysa tkinci Diinya Sava-
gindan sonra Neo-Kldsik ekenomistler, iktisadi matemas
tik modellerin dar kaliplari arasina sikastirmeak gaba-
lara yeninda, toplumssl kurumlardaki defisme siirecine
da yeterli bhir agiklama getirememislerdir.

. Diger yandan, Heo-Klasik teori liretici ve tilkati-
ciler araginda uyumlu, durgun ve geligkisiz bir diinya-
¥1 dngdrlir.Cysa gergek hayatta ekonomik Birimler veya
gruplar arasainda "uyum"dan ziyade, ¢iker g¢atismalari,
baaki ve zorlamaya dayapan iligkiler yer almaktadir.
BEyle bir ortamda gelir dafzlimi goBu kez faktirlerin
ekonomlik verimlilifine bapli olmaksizin sahip olunan
"bhasky gicli"ne gore deffismektedir.

Bu qal1gmnﬂu, "Wani-Kurumsal Ekonomi" diye bilimen
ve Neo=Klasik Ekonominin eksiklerini tamamlayabilecek
dzelllklere sahip olan akimin temel goriigleri agiklanmig
ve' az gelismis Ulkelerio kalkinmasi agisindan bir defer-
lendirmesi yeapilmigtair,





