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1. Descriptiens ef Ecenemie Life

Numan actiens make up the fabrie ef ecememic 1ife s pProdueing and dietri-Q
buting goods are essential eompomewta of economie behaviour, be it intentio-
nal or not.

However, anything breught abeut by # humaa being can be described
differently depending om whether we desoribe it as a physiecal phenemenen,
as the aot of seme agent er as an aot belenging te a certain slass of
events. Clearly, te desoribe a human aot as an ecenemic actien invelves g
desoriptien ef the third type. (All ecenemic actiens must beleng te the
class of events te whioh tecenemic! applies). New, te asoribe an event
te any such olasa invelves that this event meets a certain criterien, which
is net implied by its 'physical' deseriptiem and is determined within a
cenventienally defined demaim ef humaa activity. (Sueh as preductien of
goods, ethies, law, etc,).(See Ansceambe, 1958). But ence we admit this, we
must alse be prepared te admit that the ocenocept of 'ecenemie' is intensional
rather than extensiensl in character (1),

In ether words, the fact that a certain actiem can be described as
an ecenomic/actien, dees net permit us te exclude that the same actien
might alse be described as teohnical/nen technical, g0ood/bad, legal/illegal.

The intensionality ef ecenemic ocencepts invelves that it will generally

(1) An intensienal concept derives its meaning frem the dispesitiens ef
thinkers rather than frem tebjective' features of reality. The eppesite helds
fer extensional cencepts.(See Lewis, 1950, pp. 39-41).



be possiiievto lay dewn alternative oriteria with which te form elasses
of ecenemio aotiens: actien x wmight be 'ecememio' umder eme eriterien
and 'nmet ecememie' under anether oriterienm.

The intemsienality ef prepositiens abeut ecenemic actiens makes
scenemic activity a subjeoct-matter for beliefs; it is impessible te
describe ecenemic actiens unless we believe that certain actiens are
ecenemic and ether a&tiona are net (2). Te sum ups the intensionality
of propesitiens abeut actions invelves that a sentence such as tagent A
is performing x ' ocan be described in a mumber of different ways. Under

seme descriptien(s) the sentence refers te an ecenemic aotien, umder ether

descriptiens it dees net. As we shall see in the sectiem belew, this

aspect ef prepositions abeut actions prevides useful insights inte the

retationship between praxeelegy and 'speeulative!? knewledge ia ecenemics.

2. Ecenomios between Praxeelegy and 3cience

Eighteenth century literature is rich ef references te the distinotien
between 'Art' and 'Science! in the treatment of ecenemic matters,

Sir James Steuart, in his Inquiry inte the Principles ef Pelitical Oeceneny,

stressed the 'Art' side, while at the same time recegnising that pelitieal
ecenemy, im pursuing her ebject ('te seswre a certain fumd ef subsistence

fer all the inhabitants [;? a atat:7; te obviate every ciroumstanee whieh may
render it preearieus; te previde every thing necessary fer supplying the
vants of the society) (Steuart,1966, pe 17 3 1st edn 1767) sheuld slse
make use eof knewledge abeut the nature ef mem 'in such a manner as naturally

te create reciprecal relations and dependencies between them, se as te make

(2) The intensionality ef prepesitions describing actions is diseussed
in Anscembe, 1958 and Davidson, 1985.
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their several ianterests lead them te supply eme anether with their reeiprecal
wanis' (Steuart, 1966, p. 173 1st edn 1767)., Cesare Bsocaria, whe wrete
enly few yoars later, oxplieitly stressed the scientifie ocharacter
of ecenemie analysis by arguing that pelitieal ssonony weuld easily get lesy
ameng the 'differences in climate, pepulatien amd gevernment ef the varieus
ceuniries' (Beooaria, 1958, p. 383; written: abewt 1771-2; eur translatien)
unless pelitieal ecenemists *'ge baek te the oerigin of things as they are in
themselves', independently ef the ‘aireumstances of place and time'! amd of
‘the different transfermatiens of seciety' (Becoaria, 1958, p. 385; writtem
about 17712 eur iranslatien). This statenont;of Beccaria is reinferced
by the impliocit linkage that is established betwsen the methed eof ecenemions
and that ef the sciences; 'All sciences have this fundamental principle, A
this universal prepesitiem, which is Bething but the statement of the cemmen
link ef all the partieular prepesitiens that make up the bedy ef a scieﬁoe.
In erder te find [Fhis uriversal propositiq!7 it is necessary te ge back
te the erigin ef things as they are in themselves, since at that stage enly
it is pessible te find seme primitive amd primary cembinatien, which has been
like the. cere er leverage peint wpem whioh the varieus different details of
@ soience were firmly established and expanded' (Beccaria, 1958, p. 385; written
abeut 1771-23 eur translatiom).

Adam Smith shares Beccaria's cencern with the 'universal! sharaoter ef
prepositiens derived frem knewledge ef man's nature, and explicitly links
the availability ef such prepesitiems with the pessibility ef explaining
why alternative plans 'in the general cenduct er directien [:;47'in the appli-
catien of labeur' have generally led te different eutcemes in terms of fgreat—
ness of [;{;7 predwce' (Smith, 1976, pe 11 ), Smith's immediate purpese
is net te eutline an additienal scheme fer ecenemic pelicy. It is rather

'te explain, as fully and distinotly as I zan, these different theeries

Lot ecenenio poliqi7, and the prineipal effects which they have preduced ia
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differeat ages a;d natiens' (Smith, 1976, pe 11 ; 1st edm 1776).

Smith's Inquiry is therefere cemcerned im the first instanes with identifi-
catien of a ‘higher erder struoture', within whioh it sheuld be possidble to
make sense of the effects preduced by alternative plans as te¢ the ‘applieatioen
of labeur'. This appreach leads Smith te stress the causal aspeots of eoenenie
aotiems rather tham the intentional enes; aotiens are censidered te be part
of a cemplex system of events (that is itself geverned by cerjaia 'matural’
laws) rather thaa simply the expressien eof the agents' reasens for deimg them,
Indeed, the whele osnceptual structure ef the Wealth ef Natiems is based upen
the distinctien betwesen what would happen within a 'system of events' in whioch
the eutesmes of actiens are left free te interact with ene anether (this is
Swith's 'natural erder!') and the ecenemy censidered te be a system flor the
deliberate erganization ef actiens in erder te satisfy human needs., In this
way, Smith takes ecenemioc analysis much beyemd Steuart's 'art'; its purpese
is ne lenger 'naturally te create reciprecal relatiens and dependencies!
between the inhabitants ef a natien (Steuart, 1966, p. 175 18t edn 1767)s it
is rather to examine the 'ebjective' interactiems that are determined thereby,

Jeremy Bentham perceived with great olarity the distinetive charaocter eof
Smith's werk when he wrete;

[;;7he design ef this werk /Bentham's ewn Manual ef Pelitioal
Economt? is different frem that ef his [Eiith's Wealth eof Nati!ggan
His had twe ebjects, the TS 6V /what is/ and the ¥é weémWoy

[what is preper/. But the Té oY g evidently the prineipals
the ether cemes in incidentally as it were. In this, the sele

ebject is the ‘ta'ﬂ@ﬁhﬂ. His ebject was the sciencey my ebjeot
is the art' (Bentham, 1952, p. 224; written abeut 1793=55 eur

transiatien).

Smith's Wealth ef Natiens is a ermoial watershed in the dynamies ef ecenemic

knewledge net se much fer the different explanations and prescriptiens te be

feund in it, as fer the sharp methedelegical change which Smith intreduced
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in ¥is werk. Befere Smith, ccenemists were mainly eencermed with the
fermulatien of 'plams' fer the erganisatienm of the econeny and the allecatien
of preduetive reseurces.(This is true fer the Neroantilists and, partially at
least, alse fer Qus-iay and the: ether Physiecrats). With Smith, there is a
change in the basie questien whieh is raised, since his interest gees te the
‘preductien ef effects' and te the interactien ef sueh effects within a
oemplex netwerk of relatienships rather tham te the erganisatien of means

in erder te achieve a certain result.(Smith, 1976, p. 1¥ 5 18t edn 1776).

In carrying eut this research pregramme, Smith gees mear te suggest that it
is pessible te identify a set of ‘ebjective' principles explaining '[}L]ie
causes of /.../ imprevement, in the preductive pewers ef labeur, and the
erder, accerding te whioch ites predues is naturally distributed ameng the diffe-
rent ranks and eenditiens ef men in seciety' (Smith, 1976, PP.10-11; 18t edn
1776), independently ef the partiemlar plams that might be carried eut by
individuals en any given eccasien. (See Smith, 1776, Intreductien and Plan ef
the Werk).

In erder te understand Smith's methedelegical shift better, it might be
useful te remember that human actiens cam be desoribed differently depending
on vhether we ocencentrate eur attentiem en the intentienality of agents er en
the causal mechanism inherent im the preductien of effects, As Denald Davidsen
has peinted eut: 'zGiJ7ausality allews us te redescribe actiems in ways we
cannet redescribe ether events' (Davidsem, 1985, p. 60). Smijh's Wealth ef
Natiens is an attempt te change the status ef ecenemic aoctiens, by describing
them as primitive rather tham intentienal.(This means that econemic actiens
are net explained as effects ef ether actiems ef the agent; they are
primitive in ths sense that they are net analysed by Smith 'in terms of their
causal relatiens #e acts ef the same agent!' (Davidsen, 1985, p. 49) ), Ae a
result, the subject-matter of oanomios appears te be a system of 'primitive!

events causally related with ene anether rather than a system of actiens
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explained by the agents'® -rouon for deing them. In eur view, the discevery of h
the 'descriptive duality' ef ecenemic aotiems lies behing Smith's idea that the
subject-matter of the Wealth of Natiens is loegically differeat frem the subject-
matter of these eold'theeries of pelitical ecenemy' that are mentiened im the

Intreduetion te his werk (Smith, 1976, p. X1 ; 1st edm 1776)- (3).

3. On_the Netien ef 'Ecenemie Order'

In the previeus sectiemn, I have recalled that descriptive duality is a characteristiec
feature of human actiens in general. This gives us a aiwe fer the ratienal re-
censtructien ef the different ways in which ecenamists have appreached the study

of ecenemic actiens., Fer the subject-matter of ecenemios appears te us under a
cempletely differemt light depending en whether ecenemic actiens are described as
intentional er primitive., In the fermer case, ecenemiocs is a branch ef praxeelegy
(the 'science' of efficient aotien): ecenemic actiens are described as spechal

cases of a mere general genus, in which the bringing absut ef a certain effeot

by a cause can be describsd as an instance ef purpeseful acting. In the latter case,

(3) The descriptive duality ef ecenemic actiens was explicitly disecussed with
great clarity by Marce Minghettis '[ﬁbonomiq§7 is beth art and science at the same
times but te have cenfused these twe branches was cause ef censiderable errer and
centreversy ameng schelars [;k;7 New, the free eperatiens ef human beings en things,
as far as such eperatiems are aimed at the satisfactien ef human needs, as well as
the resulting effects, make up a series of special facts, that are imvertant, ne-
cessarily cennected with ene anether, and having all the characteristios ef a ra-
tienal subject. Thus, up te new, yeu are simply a spectater; yeu see hew wealth

is preduced, distributed, exchanged and cemsumed; and You make a science eut ef

it. But if, after ebserving such laws, yeu ge dewn te examine a single individual,
family er natiem having special intentiens and sperating under given circumstmnces;
and yeu want te see hew the principles get medified by the oircumstanoces, and what

individuals, cerperate hedies and gevernments might de in erder te make preduyctien



ecenemics ies rather a dranch of ‘aatural philesephy!, whese ebjeot, as we knew
frém Lecke, is te kmew J'the Nature of Things, as they are in themselves,
their Relatiens, and their manner ef Operatien' (Leoke, 1979, p. 720; st edn
1690).

In beth cases, the study ef ecenemic actiens requires the identification
of what we might call 'ecenemic erder' ., Poer in either case actiens may enly
be explained em cenditien that it is pessible te find i necessary (or prebabi-
listio) cennerien between actiens amd events, er betweea actieas themselves,
If ecenemic actiemns are described as instances of intentienal behavieur, their
explanatien involves that we are able te censider such actiehss as part of a
certain plam. (This is what happems when actiens are explained by giving the
agent's reasen fer acting)e. On the ether hand, if ecenemio actiens are do-k
soribed as primitive events (se that ne reference te intentiens is made), their

explanatien invelves that we are able te censider sueh actiens as part of a

certain system of events (a set of events oharactqrizod by a fixed relatienship
ameng its elements); in this latter case, actiem x im explained (as aa event)
by peinting eut that there is at least amether event with whioh it is oausally
related asecerding te the 'erder® characterising the system ef events under
ocensideration,

The twe alternative cenceptiens ef 'ecenemic erder' invelve alternative
desoriptiens ef ecenemio actions; the erder of a plan is necessarily aa erder
of reason, in whioh individual actiems are arranged se as te be effeetive and

consistent with ene anether, (In general, censistency ef actiens is & neoessary

conditien fer the effective eperation of individuals arranged in a team),

greater, fairer its distributien, easier the exchange, mere cenvenient its
censumptien, yeu will have the art® (Minghetti, 1859, pp. 73-4).
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On the ether hand, the erder of a system of events has nething te do (in
principle) with the ratienality ef agents: here individuals(er cellective)
actiens are related with eme anether by means of a 'highepr order' strueture
in whioh certaia patteras ef interactien are allewed and ether patteram are
excluded. The final eutceme may er may net be related with the agents' eri-
ginal intentiens and can be explained witheut taking these inteniiens inte
asceunt.

The erder ef an ecenemic plan {as it is censidered in the praxeelegical
appreach te ecenemiocs) involves ratisnality in a much mere meaningful sense
than the ‘natural erder' ef Smith and the ether classical ecenemists, Fer
in the fermer case the rational individual has te fermulate a plan that
appears te be effective in terms ef his present knowledge of the 'laws of
nature'. In the latter case, the 'ratienal' individual is simply the indi-
vidual whe is shaped by ecenemic institutiens se as te behave in a certain
pre~determined way when certain 'signals' are received.(These signals cam be
a price variatien, a prefit differential, etc.). The ratiejality ef ecenemic
agents is {us mere limited in theeries eof the classiocal type tham in theeries
aimed at the ratisnal recemstruotien ef any given 'erder of reasem' (reasenable
plan).

Tha 'ecenemie erder' is described differently depending em whether
it is described (i) as a set ef mutually censistent plans,er (ii) as a
system of causally related 'primitive' events (4). This difference is perhaps

the philesephical erigim ef an impertant duality between conceptiens ef ece-

(4) It is werth neting that descriptien (1) is alse cempatible with a

weaker netien ef censistency, in which we simply ask that plans be net
systematically incensistent with. ene anether. On the other hand, descriptien
(ii) is cempatible beth with deterministic and prebabilistic causality,



nomie life, Sueh a duality stems from the fact that humam aetionms may
alternatively be desoribed as intentiomal or primitive (See above,) But

| descriptive duality sannot comceal the faot that it is the same aetion
that oan be desoribed im alternative ways. Deseriptive duality provides us
with a elue to the understanding of the differemee betweenm strustures of
inquiry in economie analysis. It also provides us with a reasom for the
simultaneous existemnes of distinet lines of researeh in our diseipline,

and for the frequent 'switches' from ome researeh linme to the: ather in the
historical dymamics of economie thought. (Certain desoriptions of eeonomie
actions might appear to be more adequate than others, depending on where

the economist's attention is concentrated on every partisular oscasion.) (4).

(4) fThe switch from ome deseription to the other is already apparent in
writings of the Prench Physiocrats. Ir a number of rlaees, they describe

the 'economic order' as 'natural order', and this appears to be am ‘'order

of reason' rather tham a 'system of eventa'; 'Posifive law [;;;7'consists

of the statement of the essential natural laws of the order that is showm by
reason to be the most advantageous that can possibly be achieved by human
beings in society [:;;7'Enlightened reason, onee it has attained a elear
knowledge of natural laws, becomes the neeessary rule of the best possible
government'! (Quesnay, 1846, pp. 53-43 1lst edn 1765). In other plages, the
*natural order' is described as a 'system of events'! that is necessarily
brought about once the intentions of human beings (their 'nmature!) are

taken as given: ' Men [:147'did not come to live together in a civil soociety

as a result of chance, It is not without reasom that they have extended the
natural chaim of reciprocal duties, thet they have submitted themselves to

a sovereign authority. They had, they have a goal that is essentially marked by
their nature, so that they behave im a certain determined way. Now, their own
physieal constitution, that of the other beings around them, do not allow the
use of arbitrary means to achieve that goal, since nothing arbitrary is possible
in physical acts aiming at a determined end [:;;7'There is thus a necessary
route that takes us nearest to the goal of ocivil society and of politiocal bodies,
There is thus a natural order, essential and general, that comprises the essen-
tial laws of all eivil soeieties; an order from which any society cannot detach
itself without becoming less of a society' (Dupont de Nemours, 1846, pp. 337-8;
1st edn 1768).
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4. ‘EBxchange', 'Predmotien' and the Dese tive Du ity of Actiens

In the previeus sectien, I have argued that the identificatiem ef
a ogrtain feocenenmio ordei' is a necessary cenditien fer the use of
theeries in ecenemio reasening. I have also argued that ecenemiec
actiens can be described either as primitive er as intentional, and
that either descriptien leads te a distinot view ef the ‘ecenemioc erdert;
‘erder of facts' in the fermer case, ‘erder ef reasem' in the latter,
Ecenemists have attempted te establish a cennectien between 'order of
facts' and 'order ef reasen' in a mumber of different ways, ranging frem
the deterministie anthrepelegy ef certain Physiecrats (mee the passage
of Dupent de Nemours queted previeusly) te the adeptiem ef the netien
of tecenemic equilibréum' in Cendillac and Smithe In the fermer ease,
‘order of facts' and 'erder ef reasen! ceincide because this latter is
defined as the general plan cempatible with the *matural’ way whieh weuld
be fellewed by any Ruman being in pursuing the geal of his (her) 1ife,
'/N_7ething arbitrary is possible in physical acts aiming at a determined
end' (Dupent de Nemeurs, 1846, p. 337 ; 1let edn 1768). 1In she latter case,
equilibrium is defined in such a way that, whenever there is equilibrium,
the 'erder ef facts' is alse an 'erder ef reasen'.(Individual plans are
mutually censistent,) As soom as we drep the determindstic anthrepelegy,
the physiocratic 'natural erder' becemes purely an '‘erder ef reasen'. On
the ether hand, witheut the netien ef equilibrium the method ef Smith
reduces te the study ef tebjective' causal relatienships, without expli-~
cit reference te the meaning ef actiens fer ecenemic agents.(Such mea-—
ning is generally related with the agents' ewn reasens fer acting, i.e,
with agents' intentiens.)

The subsequent dynamics ef econemic theory shews the ecenemists
shifting back and ferth between twe main alternatives, beth ef whieh

toek shape during the 19th centurys (i) the agent's intentiens are



-1l -

n;t explieitly cemsidered, and ecenemis actiens are desorided as
primitive; (ii) ecememic actiens are desoribed as intentienal, mad
the ecememy is cemsidered as the netwerk ef (irdividual and celleotive)
plans,

Either reute is feumded upen a specifie netien of 'ecenmemic erder!',
and either of them invelves a partieular way eof 'simplifying' ecenemio
relatienships., In erder te see this, it might be helpful te eensider
eceneamies as a diseiplinme dealing with a certaim alass of human actiens
and with the caumatiem precesses determined by their interaotien with
the 'material werld' and with eme anether. New, human aotiens weuld
nermally be intentienal, at least te a certain degree, Intentienality
invialves beliefs ef a certain kind abeut the causatien precesses by
whioh desired eutcemes are breught abeut. Acting invelves that human
beings get invelved inte a netwerk ef causal relatienships that exists
independently ef the agents! intentiens.(Under given external circumstanoces,
the same act weuld nermally preduce the same effect, independently ef the
reason behing it.) ( 5) Te describe actiens as intentienal, weuld nermally
invelve a cencentratien ef attemtien en the decigsions of the economie

agents and their patterns of interaction.

(5 ) The philesepher Ketarbinski has described this feature of economie
actions as follows: k - {1/ The

essential preblems of economics have [:::7'a nermative character. Econemics

peses the questien hew the actien ef a human team, engaged in ce-stewardship,
sheuld be influenced, se that it eperates in a ratienal manner, i.e. in the
mest efficient manner. But te prepare selutiens ef this type of preblem ene
sheuld knew the dynamios of the spentaneeus formatien ef structures ef the
teams engeged in stewardship, in ether werde, the relatienship betweem their
parts, which are generated independently of the external facters, pregrammed
in advance. Preblemz of this kind, frem the sphere eof the science ef the

laws of these dynamiocs, have net a nermative, but am assertive character!
(Ketarbinski, 1965, p. 304).



This invélves, in turn, a ceneentratien of attention en a *frietienless’

werld, im whioh the interactiem ef individuals aoting intentienally can
mest easily be dealt with. Phe censideratien ef exchange prevides
scenemnists with a oon;eptnal framewerk in which the interastienm ameng
intending agents can be examined even im the absenes of a cemplete de-
scriptien of the sequence eof eutcemes breught abeut by such interactien
in the esurse of time. As a result, exchange became a priviledged field

and
of inquiny fer ecenemists interested in the fermal &general charaocteristies

of the precesses by whioh the actiems ef ecenemic agents can be ceerdinated
with ene anether. On the ether hand, preduction was either everleeked eor

desoribed in auch a way as te make it censistent with the assumptiens ef

the 'pure exchange' medels In this latter case, preductiem came te be
censidered as a special case of exchange, in which impute acquired em the
markets ef productive facters are transfermed inte sutputs seld em the
markets fer geods.(Bee Wioksteed, 1933, pp. 366-T73; see alse Heanings, 1886,
particularly pp. 223-6).

The special characteristios ef the ideal case in which the consistency
of individual plans ceuld be assessed (the *pure exchange' medel) indused
the ecenomists interested in the ‘intentienal! ¢esoription of ecenemic aoctiens
te consider preduction simply as a cemplicatien ef exchange. This averted

the ecenemists' attention frem these aspects ef the preductien precess

that, altheugh related with the intentienality ef human behavieur, ceuld
net be studied en the 8implifying assumptiens ef the pure exchange medel,
(Thie is particularly clear in the case of the analysie ef predictien as
a netwerk ef intemtienal actiens, er tasks, which was almest entirely
abandened by ecenemisis after its use in the first chapters ef Smith's

Wealth ef Nations.)

The relatienship ef exchange with preductien on the premises ef the

'pure exchange' medel was explicitly stated by Walras 4w the fellewing ways



[&_7/ny value in exchange, ence established, partakes ef the
character ef a natural phenemenen, natural im its erigins,

natural im its manifestatiens and natural in essence /.., Value

in exchange is [:257 a magnitwde, which, as we new see; is mea-
surable. If the ebjeot ef mathematies in general is te study ma-
gnitudes of this kind, the theery of value im exchange is really a
branch ef mathematies whioh mathematiecians have hitherte nmeglected
and left undevelsped., It myst be evident te the reader frem the
previeus discussien that I de net oclaim that this science censti-
tutes the whele eof ecenemios. Ferce and velecity are alse measu-
rable magnitudes, but the mathematieal theery ef ferce amd veleocity
is net the whele of mechanics. Nevertheless, pure mechanics surely
eught te precede applied mechaniss. Similarly, givea the pure
theery of econggigg}[}hat is based on exohang§7, it must precede

applied econemics [::;7'15;7he theory of the econemic preductien

of secial wealth, that is, of the organization ef imdustry under

a system ef the divisiom eof labeur, is an applied science. Fer this
reason we shall call it applied econemioes. (Walras, 1954, pp. 69-763
18t edn 1874-77)

Let us new turn te the alternative reute mentiened abeve., This appreach is
characteriszed by the description ef ecenomic actiens as prémitive evenis,
and by a concentratien of attentiem en aspeots ef ecenomic life that can

be studied witheut explicitly considering the 'means—ends! dimensien of
econemic behavieur. In ether words, attentien was fecussed on the fobjective!
mechanism by means of which a given actiem can preduce a certain effect,
Preduction ef goods previded an 'ideal case' frem which te start in the
cemstruction of econemic theery. Fery, in the preductioen precess, human
actions (tasks) acquire an identity and a purpese indopendently of individual
intentions (the intentions ef the individuals performing a certain hand
metion or operating a certain machine). Such actiens, in fact, de get
connecied with one anether accerding te the laws eof nature (or technelegy),
rather than according te the deliberate cheice of human beings.

Preductien previded a coenceptual framewerk in whioch the interdependence
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of actiemd (tasks) ceuld be oensidered even in the absence of a full
descriptiem ef the interactiem ef individua]l plane. Preduetiem thus
became a priviledged field ef study fer ecenemists interestad in what
we might call the 'material interdependence' ef actiens. On the other
hand, the planning and 'cenceptual! aspect of the preductien precess
was almest cempletely everleeked.(This feature may be oclearly seem in
Ricarde, if we cempare his analysis ef preduction with Smith's chapters
ou divisien ef labeur in the Wealth ef Natiens.) ( 6 ).

Once the subject-matter ef ecenemios was identified with the 'material
interdependence' of human beings engaged in the preductiem of geeds, the
aspeots eof ecenemioc life that are mere clearly asseociated with intentiens
and plans receded in the backgreund, fer the censideratien ef planning
aotivities was substituted by its ebjeotive ceunterparts the study ef
the causatien precesses by which individual plans de interact and preduee
(eften unintemded) secial eutcemes.

Ecenemic theeries based en the 'pure preductien' medel are distinet

( 6 ) The relative neglect of the 'immaterial' side ef preductien by
econemic writers was neted by Heinrich Stereh (1815; 2nd edn :1823). On

this issue, Prancesce Perrara wrete; '[;;7h pourra.[:ﬂ;7 dire que teus

les preduits sent mat‘riels, parce que teus exigent une ferme matfriello,

ou bien que teus sent immatériels (ainsi que Say 1'a affirme), parce que
leur utilité, 1l'intelligence qui les a crées y ou 1'effet qu'ils preduisent,
peuvent teujeurs se traduire dans un elément incerperel. Si enfin, l'en venmt
3 teut prix garder la distinctien des preduits en materiels et immatériels,
cetie distinction n'aura d'autre signifiocation que oelle d'une simple ggé;
gond;rance de 1*un des deux Jléhents, jamais d*une exclusien abselus de
1'autre! (Ferrara, 1938, p. 109; lst edn 1859). This way ef thinking led
Ferrara te explicitly recognisze that the preductien ovrecess may be censidered
in twe alternative ways, depending en whether preduction is described as a
netwerk of human actiens er as 2 system ef 'brute facts's '[E:]B phénomsne

de la preductien n'existe en tant que fait isole gue peur autant que neus



frem theeries based em the 'pure exchange' medel alse fream the peint of view of
the belief phenemena that are censidered in either appreach. Ia the ‘exehange'
eriented theeries, relevant belief Phenemena are these asseeiated with the
intentienal aspect eof behavieur, such as the beliefs invelved in 'planning?
human actiens in erder te achieve a certain result,.(These weuld erdinarily be
beliefs abeut eptimizatien and search strategies and beliefs abeut ether
people's planning activities,) On the ether hand, in 'preductien'-eriented
theeries, the relevant belief phenemena weuld mainly be théae asseociated with
attributien (beliefs abeut ether agents' beliefs), theery acceptance ( the
'view' of the ecenemic system that is inoerperated in secial behawieur) and
desoriptiens ef pessible 'states of the werld! (7 )o Por beliefs of this
kind are part ef secial institutiens and eften §ontributé in a substantial
manner te the predioctability ef ecenemic behavieur which is presuppesed by
the 'material interdependence' peint ef view ( 8).

A mature formulatien ef the view of ecenemic relatienships characteristio
of the 'preductien'-eriented theeries may be feund in the 'Preliminary
Remarks' ef Jehn Stuart Mill's Prinei lesy

In se far as the ecenemical eondition of mations turns uponm
the state ef physical knewledge, it is a subjeot fer the
phhysical sciences, and the arts feunded en them, But is se far

as the causes are meral er psychelegical, dependent en institutiens

1'iselens mentalment, peur la cemmodite de netre analyse, En realito, ilya
un enchafnement trqsserre de teus les .atems de la matiere et de teutes les
parties du meuvement [f'_7'Suivant que neus appelens preductien telle eou telle
phase du phenomene, neus peuvens denner la preponderance a 1'idée ou a la
matiere' (PFerrara, 1938, p. 109n; 1lst edn 1853),

(7 ) Por a disoussien ef belief phenemena critical in ecenemic life, see
Bacharach, 1986, pp, 179-84.

(8 ) The asseciatien between the nrediotability ef human behavieur and the
existence eof a 'principle ef arbitratien' operating threugh secial institutiens
and restricting freedem ef cheice was stressed by F.Y. Bdgewerth in his
Mathematical Psyochiocs (Edgeworth, 1881, pp. 50-1). Fer a recent centributien




and secial relatiens, er em the principles of human
nature, their iavestigatiem belenge net te physieal,

but te meral amnd secial soience, and is the ebjeoct ef
what is called Pelitical Ecenemy (Mill, 1965, p. 213 lst
edn 1848)

It is werth stressing that, in Nill's case, the distinctien between

‘physical' and 'meral' sciences dees net invelve that meral science is
unable te Adiscever ‘'ebjective' generalizatiens and laws. Indeed, the
degree ef necessiiy intreduced in human affairs by the existence of
secial institutiens was clearly recegnized by Mill, when he wrete that:
Unlike the laws of Preductien, these ef Distributiew
are partly ef human institutiems sinoe the manner in

which wealth is distributed in any given seciety, de-
pends en the statutes er usages therein ebtaining. But

theugh gevernments er natiens have the pewer of deciding
what institutiens shall exist, they cannet arbitrarily
deﬁermine hew these institutiens shall werk. The cenditiens

oen which the pewer they vessess ever the distributien ef
wealth is dependent, and the manner in which the distributien
is effected by the varieus medses ef cenduct which seciety
may think fit te adept, are as much a subject fer socientifie
enquiry as any ef the physical laws ef nature. (Mill, 19653
Ps 21; our italics; lat edn 1852)

As Mill's passage makes clear, the economic theories of the 'produetion'

family stress the mutual oonstraints that determine the course of economie
life within sooial organizations. This characteristic distinguishes suoh
theories from theories of the texchange! family, in which soocial organi-
zation is simply the institutional background permitting 'free' interaction

among intending agents,

see Heiner (1983),



Se Conaiuding Remarks

Boonomio theories of the ‘produation’ family and of the ‘exehange’
family are based on a simplified description of economie life, Bither
simplification derives from the desoriptive duality eof econmomie aotions,
which may alternativeiy be representsd as 'primitive! or as ‘intentional’,
But actual ecomomioc actions are in faat both primitive events and intentio-
nal processes; human beings interact with one another in ways that depend
both on their 'plans' and on the unintended outcomes of soeial interaction,
This suggests that there might be good reasoms for not being satisfied
with the 'straight jaoket! pPlaced upon us by existing theories, Enowledge
of eoconomic life needs a oareful reoonsideration of our conceptual fra-
meworks, in order to provide ourselves with more flexible tools for econo-
mic¢ inquiry. In partieunlar, economic theory should permit us to examine,
within a eomprehemsive eonceptual framawork, both_the,d.soriptions of
economic 1life in terms of 'primitive events! and those in terms of intentional
aotions, In this way, it would be possible to accomat for the full eom-
Plexity of economic life, without having recourss to the simplifications of
the 'pure exchange' and 'pure production' parables., But a necessary oon-
dition for this enterprise is to place actions at the centre of eoonomie
theory, and to examine them as the outcome of the two processes of 'internal!
and 'externalt determination, which often co—operate in order to produes a
certain effeet (9)s In this way, ecomomic agents would appear to be !'free!
to act, for their actions might be reeonstrueted as the expression of choices

based on internal beliefs and other states of mind. On the other hand,

(9) The distinection between internal and external determination of actions
is carefully examined in von Wright (1980), chapters II-IV.



the same actions xormally belong to a range of possibilities whieh is determimec
externally (from the viewpoint of the individual agent) and which refleets

the various degrees of ‘objestivity' embodied im social institutions, teohnology

and matural laws,
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