| {;society as they were seen by James Madxson and then the mtroductioz; .‘jz"vf'-; "

5 i/' :‘::‘5of the qualmcatioms and developmem.s wmch are reqmired in the light
i . of present condmons.: Smce M&dison s centrah focus vyas pouucal !,t.}
1 seems to me m womld be worth supplementing such sm analyéis,with o

- {-;on the views of M&dison s contemporary, Adam Smith whose views are

A smmmar Y analysis 18 aﬁtempted here’”

arsenal of political analysis‘ and Smith

, mamy in t.hese tex‘ms even tb.mngh he/lsw_

‘r- v f

‘,f;'focussed on. the economm and so largely complement those of Madison. "

°slana1ysis d.oes not”'lm pri- .' f: g

,3w

'r'ninantly ccmcerned_ wim what

- v ‘I}they imply. Secoxnd. where lat,er writers have tomnd and corrected mﬁmx
| :;'Wea&messes in Smmﬁs analysis, it is the perfected amalysis whicn wm

he comswere@ Smiws :slnce we are here concemed wi&h t&e grand d@gﬁg@

awi n@t the @gtau. For bom oﬁ these reasons, Smith“s exact pﬂr&s@s

gre oﬁca lesn mlevam te the smalyais than the cont.ent we can n@W see S e

¢

S

e wag reach;m for., | R :
£dsra Swith lived 1n a period in which gulld rectrictions were

breaking dowo par sl murvived; in whi ch the cammmal ma@@m, thensh




were opamung, and in which there were many other restrlctions on

fzfeedom of enterprise. It was also a periodl in which,, except for the

monOpolies and manors, the great bulk of production was carrieé on by

individual producers with an apprentice or two or at most a vezty ﬁew

| . :, workers. It was in khis milieu of guild restriction amd the just pﬂce,

monopoly grants by the state, the collective enterprise of the manors

?) me ’nnm m me «freeaom’

L | msﬁeg*imscm*hem

d) the limit on the freedom

have mude with others .




o Adamsmw Freedomamda‘ustice .

S ] There were,, of couzcse, other restrictions on fre@dom whﬁch'
Smi@a presumably accepted but which we cgm here dlﬁgmgard :

‘The major freedoms which Smi&th assumeél %@ lbe mres&rict@d

im his moalel were=

1) the freedom of an individual to prodlmce whateV@r h@ wished\ for a@.&e

"in the market (no govemmenkegmntedl monopolies aumd no gmilél

'-restrictions)

o z)ﬂ,me freedom of ¢ an ﬁndiwidwal to sell whatever he had m the ma?ket

Lo ;ﬁor wh&tever price he comld get (no jmst-price restrictions)

8) the treed@m cﬁ the individual to lend or borrow irom others on -

whatever temm could be aqreed on.

4

Thus, withm the lmits set on force, prOperty, conxact am
m@ﬂ) [l

morsy, eacl. individual in thic economy wonld be free o pr@d.zce, buy,

gell, and consume as he pleased.

S mith expected this economy not only to provide great freedom

to the individual but slso a high degree of justice. If each individual sought




| 'l:.iz.:"'mOO‘«@l woum pmdmce sm ggt_gzga_ oﬁ freedom and justice acc@rdlxng
| ' | | code of ethics Smﬁt,h foumd acceptable;
o Ms model were designed to lncrease
1 ot the ir@edoms he retained and wex'

out h&s own selfointerest (selﬁsh or otherwise), &he uxnseen hamd of

meu?ket forces would

1) bring about tbe employmem oﬁ each ﬁn&ivﬁdual in the most proe o
' ductive manner posstblé In the light of his abumy &nd his free :
choice of activity

"2) result in the masimum prbo’lmctﬁon and consumption possibié‘- m'mec BT

light of the available resources, technical knomeclge, and peOples“ :-1

1 wants (inclmoling the desire for leisure amd the desire for one kmﬂ
‘ ,of work ram@r than auother) e
3) reward each indlividual accoro’lﬁmg to his contribmtion to production, - o
- Witchm ﬂ;he area of actﬁvﬁty with which Smith was concerned, i. ¢=:° 8,‘

,- the actﬁvi&y of msing resomrces t.o saﬁsfy wants,, the conditions ot h!s ﬁ

.W,'The rest,rictious on. ffeedoms in
_atly the valne to me individual

presmmed not to iuvolve imusuce |

' 'Q"‘ “' (asmminq lust emrorc@mem&)n ABO;‘ the reward bf each individual

- ":""'_aceeng &o hlg ccn&ﬂbm&i@n to pr@ductlon seem ed to Adam Smith a just .
| result even tho'agh qme a ditt’erent measmre ot jv:suce was employed '
wimﬁn the mdﬁvﬂdual family and xn some degree wmun me umanmr° i
There are two things abou? Smith's model that should b2 recOtJnﬁZ $LN
First, 1t s sw; wtemictic medel. As Professor Seligmen so well said, Aday -
Swmith was pre-Industirial Revomuon* It is true that Smith analyzes the
division of labor in terms of a lit.le pin factory; out this is, in a sense, an

snachronism. Algo, he definiteiy reiects the corporation ax a form of




R "Riui;siﬁéss%'ente?pmsé except under. very Speciaxl conc’li@ions. ; The @s@@m@

o "@61 hﬁs theoretﬁcal model is one of. mdﬁvﬁdm@l prodlucers mdl comumw@

Rt ;.'-':T-aml d@@s not introduce the special factors assoctated with the Qact@n*y emd

'the corpoz?a&ign

e et . e
P -%
IR AR LN

- The other. thﬁzzmg to be noted iz that nelther Smﬁﬁh nor his fou@wem :

RS 'though{t that real life ‘would exactly mirror the conditions of theﬁr mod‘.el

bu& only that in practice things would work out fauely much as &h@ the@ry ‘

sy
e .

j_‘.of their model prescribed. On this basis they regardsd th@ir the@ry asa-

o : practical guﬁde to- polﬁcy ﬂn the achﬁevmg of ﬁreedlom eund wsitﬁceo ' m fact

s that M freedom and justtic@ were not &chﬁevedl ﬁm the wormday world

. fT omy meant thxat eﬁm slhousld go towam makﬁng &h@ condﬁmms m@m nearly

L '.?~'fl"-;::‘,—ff?;..,those of the theoretﬁcak model since,, iﬁdthosa conditiong were perfectly

L ﬁi{f}.met, perfect freedcm &nd justice would be achﬁeved, subjee& ﬁo &he speciﬁc

FaT «*Liv;'_limltatﬁons on freedgm prescribed .oz’ the :_model and w:th' lethic Of conm~ D

.____a-.. R o ey

"‘buuon.rwara Tm@ difference between'%hé praetical muqh-and-ready

freedom and jwatice and the theoretﬁcauy perfecﬁ, freedom and jusuce is ‘
| o important besause m what follows I shall be concerned wlth the theoreﬁcauy
.perfect nct with &he approximatwn m praq:tiee. | S A
| W‘hemer Adam Smith’s actual wrmng (1776) was famiuar and
ﬁc@epted by the Fourding Fathers, I have not disccvered But it is clear -
that the ciimate of opinien of which it was a crystauzafion was very much
a part of the backgrcund of the framers of the Constitution and that his
actual writing did influence thinking and policies soon after its adoption.




,f";gcience and tecl?molog’y in the size of business e@&erpriseo Im pL&@e of
- N imdi?ﬁ dual producemv perhaps Wﬁ&h &n apprentice or hﬁred h&nd WhiCh :

o ,:';fj':fwith oﬁen a mred band

Aclam Smwa"s‘ Freedlom armd Jtzs&ﬁce 6

So much ifor the main. substance of Adam Smﬁtta"s freeolom anol
juxstzﬁce, If-we follow out Mr. Res]ﬁeld”g sugges&ion,, we mmst ask “Wha&
ar@ the @&liﬁcatﬂons Which are required in m@ Mght of;‘ pr@senwmy

- condﬁ&ions? " | |

' - From the point of view of Smith's analysis, by f&r the mw&

. gmpormg sﬁngle development since his day is the change wromght by

- ) ,'Smith envisaged as the basﬂ.c pmducfmg tmit we h@ve the big e@rporau

In some g&her

 VWihat then are the modiﬂcauona m Aaamfsmwéanmmis which
need o be mtxoduced in m'@er to take accm_;n& cf ﬁhe tnoderrl carporatiou S
and still provide the maximum og ths freedéw and jusuce which he sonqm? -

To answer this would be & large order sﬁnce,, it cqrporate enterm‘ise is

substituted for individual enterprise in Smith’s analysis, and sole reliance

is placed on self-interest and the unseen hand of market forces, almost




A

&éi.~'é¢oh6my;-

S .

B schieved even in tisory, Q:&ﬁfziaﬁéo

that m:n wm& eff@ctﬁve amtxuitmst emforcema@m tlb,e cdmtoﬂmm@n oﬁ s@m

3

s mterest and msurket forces wou 4 not b ' 4 o1t 0 bris -

y )mself alone be suﬁﬂci@n& m bm ’:. o ‘
.the most prodmc(tive employm'@mt of each m&éﬁm& &he maxﬂmmm ‘ e -
‘ S prodmcttion and consumptioh consistent with resomréésp 63!@&@'-‘@@@;& @g :

eachmdividual according to bis contrlbutﬂon to productio




N 7::.' : In pra,cticep

o Ithink gheory wm show that full emplayment would be largely a’ matter

we have been forced Iby circumsta,nce ito qive governmen

T : mnempIQMenﬁ ﬁm winter and spring ﬁmu@ h@ said he @w noz b@lﬁew me v
‘ .fohme of nnemploymem @f*uld b@cozme f'serigus:
memplayment would be .servous, he is
5 million,

o Ask@d ,wha‘“f vol%.um@ crt
z*epovte:i as giwnq the ﬁg:xxe of

Covernment cconomists are npcmeﬂ ams Vr mﬁely prﬂdmetim

that unemployraent wiil cli mb “bove 4 mﬂli@n by xvebwzzry The nuommsyed




' Whim wm*ks an me basw of self-interest controned only by markat foreesg
' To reduc:e some of these waste&, we have vonmg lavis. city p}mﬂing,
Jovernment-inspucted weost, aud m@ny aﬂzer Hmits on the ﬁ'eﬁ.@@m of en

How far these wastes ars due to the corporation is not clear. The

&,’ a?

Lxe,




'm@ @@i@@@y °f bﬁ@ emerprise undoubtedly xedm@es somé wa.stes bu " &
ks L o we
bﬁg @Ofpora%ion @r@@&es omers ey

o mde”‘mdmm“fs“‘smedm ‘employment, I"beiﬁéve;ﬁt-cm beéhovm R

@, cerporate ecomomy opemung soleiy on ﬁae b@sis of selfameresg and.

mlrket forces would be certﬂﬂn not to rewaz-d the. mdivﬁdwal pz?oducer m

Again 1n pmctice we have been

e,ccording to his mwgﬁnal px*’oduct)o |

bﬁtween the resums t@ b@ @xpected ﬁ'om the theoreﬁcal o1 Mﬁg of Smmz”e

atomistie @@m@my and th@oe t@ be ei@@@&@d ﬁom the %c@mg @ﬁ a. cox@”?afe

eccnomy under the comgarablﬂ @@ﬁé@&@@a @ﬁ seﬂamterew mmtmﬁeﬂ only




‘I?ae presemt Hst woulld seem &o
_ be gm&ﬂcﬂem tco pose &he basic pwoblem i

it “f acm@l ecomomy does @ot mn nemly as badly as &he i‘heoz'y og self-
imerest comroued by m

] ket forces would imply for 8 corporate eeomomyo
g There would seem to be @t least &hree major re&sons for this:
t B 1y -'. We don‘t rely om the economic self=ﬁn&erest @,nd ﬂme tmseen

e md to aaythﬂng like me ext,ent prescribed by Adam Smim.

| "f»Labox' h@s become orgmized to 8 major extem, smd

: publﬂ,c pressures no& rea,lized fthromgh market forces have

”modified ﬂhefself«interest of corpom&e man@,gemerm@

cfgggg_;n which the fon@wmg item agpeaxs.’

v L TS ‘




o expected to yield the maximum of Smithﬂs ﬁreedom @nd justice fn'g’ cofporate el

ﬁ°@11 lof}ers 0% Aljl -
lo dety ¢ the baste prineiple ?}
ve'the same, be -

= 1 which az:e necessary m order to estgxbush me comdmons whieza couxd be e

! i dominated ecomomy, the touowimg steps Would seem to be ca,ued £or-' |
-;Review the eﬁstﬁng modﬁﬁc@,tﬁons of classical economics to

T :"‘discover. (a) how far the eurren& body oi neo-classical -

o "'L'f}_{economic &xeoryimke:' accounﬁ °f mgeﬁec& °£ the'mode

corporaﬁon on economic i‘unctioning d"_(bD how)far that

| ' and justic Kﬁ {smeh an 2t classical theok:
ras %ﬁem 80 modiﬁed as to take fun'account of the eﬁ@c@s o\
| &ze m@ﬁem wrpamtion, the madn problem woulé be to ‘
tablich what, ﬁﬁ any‘, fwe&h@z' modiﬂeations m G@V”Eﬂméﬁ%

e private scticn would be zaaaﬁ od lmaud’ing p@ﬁtsim@ mdu mn \

i

1. Time, November 18, 1957, n. 1432




City

K‘._s uch @m ysis finds

23. | Glazfﬁfy me behayiqr tq be expécted from the operaﬁon of mgge..; | 1_. | -

) can @ive some gﬁid@ *&@

»




cm"med on by corpomte enterprise, but elso a lgurge p@r&

KIS by indmdual emerpx'ises which #it Smith"s atomﬁstic moden,,_ :

amother I&.rge part. is cm-ried on in fmtory enterprises 3

.-i-ﬂze mwﬂm of ,Smith"s freedom @nd’jusﬁce m « pure corpomtq

Ih the &%@v@ tmalysis I have adhemd to the obj@c&ives oﬁ’ &e@dem

and justice &3 Smith ccmeﬂved ﬂxema' 'These also' naed recmﬁd@m@ﬂ@@,

and i other es ne@m&m Gﬁ ﬁe@dom gnd jus@ge ar@ mpg@@, mn 353 SW@@ T
outlined abows uld have to tak@ tzaese a}.temative ij@@ﬁV@u m@g acanmipd e




