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Community Economics: A
Neoclassical Synthesis

Community Economacs. Economic Structure and
Change 1n Smaller Communities. By Ron Shaffer
Ames lowa State Unwersity Press, 1988, 822 pages,
$32 95

Reviewed by Dannd A Henderson

Community economics 1s an abyss few academic
agricultural economists have ventured mmto The
subject 15 usually subsumed in the curriculum as a
subtopic 1n rural development, as the word “com-
munity” does not exist in a formal economics dictio-
nary The title “Community Economies” intrigued me
and I wondered whether the book would be a reitera-
tion of urban, regional, and developmental theories,
or would the book contain new methods and insights
for economists interested in the field

The monograph contains elements of spatial theories,
but I was pleasantly surprised to find a neoclassical
synthesis applied to community Although Shaffer
does not break new theoretical ground, he does provide
the neoclassically trained economist with the needed
conceptual framework for community analysis The
neoclassical theme of the book provides a sound
economic theoretical base in which community
economic analysis can be framed Shaffer adequately
expands the neoclassical economic theme throughout
the book and by doing so addresses the wider scope of
community deveolpment The extension of the neo-
classical theme into more specific topics keeps the
monograph interesting and gives 1t a more holistic
framework

Shaffer overcomes the lack of a precise economic
concept for community by defining community from
an applied perspective Community was defined as a
market area containing a political body which makes
and implements decisions that affect the economic
linkages in the community market The applied
framework develops the geopolitical community as a
decisionmaking unit so the neoclassical efficiency
principles of maxima or mmmima can be applied to
community market problems Market failures are
itroduced that violate the axioms of the neoclassical
model and provide the rationale for Tinbergen-type
public policy intervention at the community level

Henderson 1san agricultural economist with the Agriculture and
Rural Economy Dhvison, ERS

The primary contribution of the book comes when
Shaffer i1lluminates his intuitive knowledge of com-
munity economics For instance, the development and
discussion of multipliers in the impact analysis section
of the book clarifies much of the misuse of multipliers
in community analysis The practical experience of
the author 1s commumnicated with statements like

To a large extent the degree of leakage depends
on the level of the community in the central
place hierarchy Larger communities are
capable of capturing and keeping a higher
proportion of spending connected with a de-
velopment event (1e, they have a larger
marginal propensity to consume locally) (pp
235-36)

A secondary contribution of the monograph 1s its
extension orientation Shaffer successfully takes com-
munity economics out of the academic realm and
places 1t 1n the real world with his outline of com-
munity strategies and program mplementation
Shaffer takes a step 1n the right direction by unifying
the neoclassical models with the real life outreach of
extension development plans

The major weakness of the monograph 1s that 1t
contains no general dynamic theory of community
economic adjustment The neoclassical equilibrium
approach precludes dynamic modeling by constraining
community markets to always return to an equi-
hbrium Shaffer completely rejects cumulative causa-
tion and stage models because of their lack of pohicy
interjection points, but in doing so he limits com-
munity economic development to the neoclassical
growth model

The monograph 1s oriented toward the novice reader,
but the morsels of accumulated knowledge Shaffer
laces throughout his treatise will also provide insights
for the rural development specialist The rural
development practitioners who have no formal
training i economics will find the economic models in
the manuscript useful 1n communicating with the
professionally trained economist The book 1s worth
reading and should be a contribution to the reference
Library of those interested in rural development
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