Tutorial II

2

College of Social Studies

Sophomore Economics Tutorial

Topics in the History of Economic Thought

2009-2010
Richard Adelstein

Tutorial II: Contracts

Reading Assignment

Locke, The Second Treatise of Government (1690), Chapters 2, 5, 7, 8 and 9.


Rawls, A Theory of Justice (1971), pp. 11-17, 136-142.


McCormick, “Social Contract: Interpretation and Misinterpretation,” 9 Canadian

                  Journal of Political Science (1976), pp. 63-76.


Buchanan, “The Domain of Constitutional Economics (1990),” 1 Constitutional

 

Political Economy (1990), pp. 1-19.


Zhang, “Contract or Convention?  A Brief Review of Constitutional Economics,”

                  unpublished manuscript (2009).


Macneil, “Contracts: Adjustment of Long-Term Economic Relations Under

 

Classical, Neoclassical and Relational Contract Law,” 72 Northwestern

 

University Law Review (1978), pp. 854-906.


North and Weingast, “Constitutions and Commitment: The Evolution of

 

Institutions Governing Public Choice in Seventeenth-Century England,” 



49 Journal of Economic History (1989), pp. 803-832.

Essay Assignment
This week’s readings have a contemporary, interdisciplinary flavor, lying as they do at the interface of economics, law and politics.  But their focus is one of the most venerable and controversial of all social theories, the theory of social contract.  They begin with Locke’s depiction of the origins of government, an argument that can be read either as a positive (“what is”), historical account of how governments were actually formed or, as McCormick suggests, as a normative (“what ought to be”) discussion of the basis of political obligation and obedience to the law.  McCormick and Zhang allude to some of the problems raised by positive forms of contractarianism; as early as 1791, Jeremy Bentham famously derided Locke’s story as “nonsense upon stilts,” and after Darwin, it is even harder to believe that men and women ever existed in a state of nature, or that real governments (with the possible exception of the United States) were actually the products of an explicit social contract.  Accordingly, many contemporary political philosophers and economists, represented here by John Rawls and James Buchanan, have abandoned the positive project and concentrated instead on using the idea of social contract solely as a tool of normative argument, a way of justifying their conclusions as to what principles of distributive justice or what kind of political constitution free men and women should adopt.

But other scholars have persisted in the attempt to understand real-world social formations, from business firms and private organizations to political parties and constitutional governments, as the products of actual agreements that can usefully be called social contracts.  Zhang discusses two distinct strands of thought in this modern tradition, one that preserves the notion of an explicit contractual agreement as the basis of various forms of social organization, and one that rejects the idea of explicit agreement in favor of the related idea of convention, patterns of coordinated behavior that emerge over time from repeated interaction without benefit of contractual arrangements based on an explicit exchange of commitments.  The legal scholar Ian Macneil (along with his economist ally Oliver Williamson, whom we’ll meet briefly next week) is a champion of the contractual view; he depicts a range of social formations, including but not limited to business firms and similar organizations, as relational contracts, more or less explicit agreements among individuals that aim to create and preserve complex relationships that benefit all parties to the agreement.  The economist Douglass North and the political scientist Barry Weingast, in contrast, offer a positive analysis of the constitutional arrangements that resulted from the English revolution of 1688 based on the development of “self-enforcing” conventions that, while not the product of explicit agreements, nonetheless bear a clear familial resemblance to the classical notion of social contract.

Your assignment for this week is to situate Macneil’s relational contract model and North and Weingast’s conventional analysis in the social contract tradition and to evaluate them as more or less plausible positive depictions of the phenomena they are meant to illuminate.  Would Locke or Buchanan recognize these analyses as contractarian in the sense that their own arguments fit this description?  What are the virtues and shortcomings of the methodologies employed in each?  Are you persuaded by the arguments they present?            

Please limit your essay to no more than seven typewritten pages.

