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The Role of Private Property in the History
of American Agriculture. 1776 - 1976

by

Terry L. Anderson and P.J. Hill*

‘Two hundred years ago when Adam Smith described the way in which the
‘~inVisib1e hand of the market place would organize SOCietyﬁs.output, he .
had no intention of implying that this invisible hand was to be un-
constrained. ' Quite to’the contrary, Smith'recognizedfthat'thevrules:of
the _game under which buyers and sellers operated were crucial to the
{ outcome. To put it another way, the structure of property r1ghts has
always played and will contlnue to play an 1mportant role in determlnlng
. the way in which resources are organlzed for productlon and the agr1cultura1
sector is no exception; '

The h1story of agrlculture contalns many chapters on the methods of
organ1zat1on which range from communal to prlvate and the debate continues
as to which system is Vbest." Recently it has been argued that even the
" neolithic revolution which witnessed the switch from hunting and gathering
to settled agriculture found its roots in the rules of the game which
governed production. In the words of Douglass North and Robert Thomas,

_The solution to the common property dilemma in which pre-
- historic man found himself was the development of exclusive

communal property rights. While animals and plants remained

abundant relative to the demands of the human population, there

was no incentive to incur the costs of establishing property

rights over them. It is only during this transitional phase

of increasing scarcity that it became worthwhile for man to

incur the costs necessary to develop and enforce property

rights that would limit the rate at which the resources. were
exploited. - (North and Thomas, 1975, p. 26.)



Often the concept of private property rights is taken for granted in
this country, but it should be recognized that the same evolutionafy
pcocess to which Pfofessors North and Thomas attribute hhe "first
economic revolution" is fesponsible for the organizational strugtufe ,
we noﬁ have.: Colonists.landing on ﬁhe shores of the New World found
it necessary to adapt the rules which they had known in their mother
cbunt:y. The founding fathers were faced with the prohlem of‘determining
the.pfoper féderal 1and,policy, while those who ventured into the Qeétern
frontiers found it necesséry to adjust those rules to their needs. And
when those frontiers'cldsed, the farmers were faced with further adjust-
mént to a more urban world. The rules of the game gbvérning economic
organizatiqn;havé yaried over time and spéce-in the United States and
will undoubtedly‘cohtinue to do so. | |

Our purpose here is to explain the evolutiouary,procéss which‘.
héé'tempered the\strﬁétufe of property rights in the agriculturgl seéthr
and discuss hhw these rulés have affected resqurcé allocation. To
understand this process we must first understand what is meént by
property rights and what factors determine how these rights cnange.
Within this context six periods in American agricultural history will
be briefly examined: vthe adjustment to new conditions in Colonial
~ America; the formation of a national land policy; westward expansion; the
closing of the frohtier; the new role of gerrnment; and the rehent -
environmental movemenh. An understanding of the_factors influenéing
major chéhgés in thé‘institutiohal framéwhrk should providé insight into

what lies ahead.



-3
The Evolutionary Process

The rules of the'gaﬁé which establish who hasvaCCess to and use of
both physical and human resources and the‘outpﬁté therefrom are perhapé
the mogé important déterminants of the game's outcome. By assigning

Hresponsibility; private prbperty rights_forceAthe seif-interest maxi-
miéiﬁg individual to consider the costs énd benefits of his’decisiong.‘
In othér words the strﬁétpre of proper;y rights will determine how
 individdals or groups use resources, wﬁat goods or bads they pfoduce,
and who bears the‘cdsts énd'reaps tﬁe benefité‘of aétions.l. When

7 exélﬁsivi;ynan& transferability arebinsured.throqgh érivaté property rights,
‘re36ques.will ﬁove.to their highest yalhed alternative subject to the
constraint of positive transactionbcosts. 'DeéisiOn makers guided by
the inﬁisibie hand and pfivate property rights wiil promote efficiency
and raise society'srdutpdt to its highest feasible lével. When exclu;
sivity’and transferébiiity are lacking certain costs and benefits will
be'e#terﬁaiiéed and inéfficient allocation will result.

From the»ébov¢>discuSsion it appears that efficiency‘is a simple
matfef of éstablishing pfivate bropefty rights, but this simplistic
édlution.bggs:thebquestion of how such rules are established. The rules
of the ééﬁe‘will evqlve through a pfoceés of interaction in which rule
ﬁakers wiil assess the perceived benefits and costs.of élte?native rules
and actAin favor of’againstrthe alternatives acéordihg to their assess-
ment. - By détermining thé extent tq which an individuai has access to
and use of resources, the‘adopted rules of the game will infiuenceA
.spciety's as wéll as the individual’é wealth position.

We have postulated elséwhere that "éstablishing and protecting -
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pfoperty»rigﬁﬁs is.very much a‘productivé activity toﬁérd which:
resoﬁrceé can be devoted. jBut, like any other activity, the amount
of.this investment will depend upon the marginal‘benefits and cos#s

56 investors of allocating resources to thésevéndeavors.""(AndérSOn

and Hill, 1975, p; 165;) fEfforts to change the :ulés bf the ~game can be
ﬁhOUght'of as iﬁpﬁts inté_the produCtion,of-anviéstitutioﬁal structure.
The demaqd fér sdéﬁ inputs is determiﬁed by the value 6f the désire&
,rﬁie change as Perceived by the decision make:‘and the>1ikelih§od‘thét
,thé proﬁgsed aéﬁiﬁiﬁiés wiil-échié?e the desired éhangeb It should'be’
 emphasizéd that,the‘individual willvbé motiﬁafed.hf his perception of
' privétevseﬁefité‘aﬁa costs which may diffgr'frbm those.bf socigty. In
the case of establishing priVate fights, for‘example, ﬁhe gétion méy'
‘ havé pﬁblic g&od aspecﬁs which will'reéﬁlt'in an.under—inveStmént iﬁ such
‘ activityjffémbsdciety'svﬁerspecti&e. On the other hénd, if desired -
rule Changes merely’tfangfer»righug-from-one 0wnér_to*anotﬁef, nét
- private bénefifs méy exceed net social benefité éﬁd,tOo'maﬁy‘fesources

will be devoted to these efforts. NonetheleSS, an eQﬁilibrium level of

-

effort to éhange‘thé rules of the game will be established by the
equilization §f margiha1 bénefiﬁs-aé deécriﬁed‘above-and ﬁhe marginal
- coéﬁé'of acfivities,_thé,latfe:'béing a funcfion of the qpécrtﬁﬁity
’.‘coéts.éf resoﬁrcés.in§ql§éd. | | |

’ Téiillustfaté the ﬁSé of tﬁis»model‘qonsider thé e#ample of recenf
efforts Ey Variéus groups of Indiaﬁs’té reébbfain titie‘tdrtheir ancestral
lands. _Tﬁree factorsifit‘into the ekélanation of ﬁhié.acﬁivity. First
> the value'ofrthe léndé,has'beéh:rising over timé~aﬁdfis_likely‘t6 contiﬁﬁeV

' to,do;so, Secondly, a higher'edu;ation level amongst-the‘lndians has
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better equipped them tobattempt the»changesbwithin‘theblegal system. 'And
finally, recent‘court'decisions in favor of the Indian cause_have
significantly increaSed therprobability of their success. Ihese.factors
Awould suggeSt‘an increase in the marginal benefits-of-rule change
activity which should induce the observed efforts Let us now apply -

" these simple concepts to the evolution of property rights in’ American

agriculturer

Property Rights in Agriculture

“In the course of American hlstory there have been many changes in
the structure of property rights as they pertain to the agricultural
sector; At the same time ‘the 1nhabitants of this natlon have been
faced with'many different combinationS‘of factor endowments and dif-
ferent precedents nithin'the legal system.which help'enplain the |
»kevolution of the existing property rights system and the 1mpact the
“systembhas hadvupon,output. The application of the above analy51s to
‘six periods in American'history will shed light on»the evolution of this’

system.

Adaptation in‘the Colonies?

| Since the»early colonists_came mostiy from England, it is hardiy
surprising that the prooerty rights system which has evolved in the
United States bears a great deal of 31milar1ty to that of the mother
vcountry. After centuries of evolution, seventeenth—century English 1aw
was increasingly recognizing the private rights of citizens especlally

with respect to land. (North and Thomas, 1973.) Hence, "the institutions

which theiEngliSh_settler brOught with him provided*a:hospitable back- -
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.grqund for growth." (Nomﬁh.'p. 48.) But because actual conditions in
the colonies differed.frqm expectations, adaptation:of the rules began
_almost‘immediateiy. | o
In both the Chesapeake Bay area and New Bngland;‘initial,settle—’
ments.attempte& seme formnof‘eommunalkproperty."The-Virginia charﬁef;
for example, required‘that all "fruits of pheir labours™ as,weli as "all
such‘ether goods and commeditiesvwhich'shall be'brougnp»but of England"
be put into one‘store’anﬁ divided equally. But the resnlts'bf‘suCh
eystems spelied disastef fer the coionists.iM | . N
UIts'[common'pfOperty's] strangeness,,the fact that it was so e
contrary to the agricultural tradition they knew, was discomfiting.
~ There were drones who idled while others labored, and in a land
where every hand was needed to surviye, there were women who

would allege weakness and inability to avoid weeding and hoeing.

There was a very human tendency to work less for the common good

vfthan one would work for one's own good. (Rutman, p. 6. )
1o‘remedy the problem in Vlrglnla eacn mar-was given a small garden
plot from which he was to prov1de his own food This dlspersement qf
land from the London Company rarked the first form of priVate‘pwner—
‘; snip in the'colonies;b InzNew England.where each family was‘granted
’ean acre.of land and the-livesteck were'divided amongst the_colonists at

an early &ate,‘"tne end of communal agricultnrefwasba,BOdn pevthe,
tsettiement."f‘(Rutmen, p. 12.)

‘ Aﬁd mieh time the eyseem of private 6wnership in the colonies
‘became better defined and enforced. v where good farm 1and'was'éeafee,
this evolution wae‘mqreAfapld. The New England geography, for example,
combined mith phe cdmmerdial aspects of the economy meant that settlef
‘ ment Wae more likely to be‘cencentrated;. The potential fotJCOnflict

“over property rights raised the benefits from definition and enforcement
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which in turn produced a system for surveying and recording land ownership.
Farther south in the Chesapeake region, however, this concern with the
-land system was much less intense. Since land was more homogeneous
and of good quality, transportation was available to most tide water
land via rivers, and economies of scale were few, congestion and hence
the potential for conflict were redtized. We should not be surprised,
therefore, that-well defined and enforced property rights in land did
not evolve as rapidly in that region.

When the colcnies declared their independence of the mother country

in 1776, colonial farmers haa established the rightrto alienate and in-

herit land, rights whiqh were crucial to.efficient agficulture. To be
sure there were some regulations of land use and the government had
retained thé rights of ‘eminent domain, police power, and taxation.
Nonetheless, by the,time.of the Revolution fhe landowner had baéically
acquired the right to use his land as he saw fit with few restrictions
and controls by governuent.

Of course tﬁe property rights structure that existed in 1776 was
more tﬂ;n Just the result of econoﬁic forces. The colonists inherited
a strong bhilosuphical ideology which adhered to the concept. of
natural law. Under this.ideology individuals were vested with certain
~rights and it was the function of the state to codify and enforce these
rights. Included in this package of vested rights was the right to
private property, a right which the state could neither create nor
destroy. The embodiment of these rights in the Constitution with its
emphasis on the importance énd sanctity ofvthe freedom of contract and

the subsequent interpretations of that social contract by the Marshall
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Court firmly established the principle of private property in our legal
and economic system. . Thus from the very beglnnlng of our nation a

firm basis was 1aid»fcr an'efficient allocative mechanism in agriculture;
avptoperty:system thatvprovided strong incenti#es'fct'ihcreaaes inr.

. production.

» Federal Land Policy |
The nlneteenth century was marked by the movement of agrlcultureb

acfoss most of the continent, with 1arge—scale increases in production,
coﬁing;ftcm'thebsettlement'of‘new lands and from technciogical advance.
ip bcth:cfvthese,,however;‘the ahility of‘the farmer to capture'ali oth
. most all of ahypcutput increases was cfucial to the risihg output‘that
OCCUrredt The prcperty rights system inretnaliaed‘the benefits (ahd t
costs) 6f‘moet decisionsjahd thps 1eﬁ to efficient tesource use.‘ A
majorvinficence in determinihg what prcpetty,righté structﬁte wocld’
‘prevail was the laﬁdvpclicy of the:federal goternment. AlthOugh by’
‘1776 a set of instltutlons had developed which prov1ded for prlvate
‘property in most of the qettled land, formal property rlghts were not
‘establlshed over much of what is now the Unlted States. That meant that
"the new_nation Was‘ facedv with some crucial _decisions. _about what form.'_
thbse.rightspwculd'take.li“ |

| During the first halfhof the nineteenth:cehtcry'thergovetnment
. atfhoth the state7£hd natiohal‘level”pmoved'tapidiy'tbwards‘a policy of
establishlhg prlvate rlghts in- land. fSuch action,wasfsputred by a

basic attitude that the energy of the unpopulated contlnent should be

‘released andfthat'thiS'release could be best.accomplished by,the private ‘
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actions of the citlzenry. The impact of this land policy was felt most
"in the agricultural eector which dominated our early economy.

To be sure the transfer of the public domain tolprivate.ownerShip-
\entailed numerous costs, but ‘those costs were»made considerably less by
vtwo important developments early in the nation'sihistory. In 1785 the‘
’bContinentallcongreee’paesed the Rectangular Survey ACtbthat made establishment
,and enforcement of property rlghtv much easier. Secondly,vbetween 1781
'and 1802 the varlous etates ceded their claims to western lands to the
federalvgovernment, again;significantly lowering ajudicatiOn costs»in’
\yleseablishiug rights.

: Initially the federal government saw itself simply asva wholesalerv
b'vof landvand dlsposed of large blocks of undeveloped territory to inter—
ested individuals and companies. .Although the term "speculator" is
'often applied to these land purchasers in a pejorative sense, this
policy did establish prlvate rlghfs very rapidly and quickly allowed thev
.market to allocate land to its hlghest valued use. Because of a general
_:disapprobation of "land bpeculator profits,"” the federal government
gradually;m0ved.from being,a‘wholesaler of land to being more of a
retailer;"

The grow1ng concern for equity 1n land policy culminated in the
.Homestead Act of 1862 Wthh ‘although it put severe restrictions on:
effic1ency in land holdlngs, particularly in the arid west, did embody
' community sentiment about appropriately sized land holdlngs. Although
there were significant social costs to the Homestead Act and ite.various
Lmodifications, it did allow for the establlshment of private property

‘rights, alteit at a higher cost than previously. But perhaps of even
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greater,signiflcanCe than the Honestead-Acts in federal land policy was
a general movement away from establishment of individual rights to ap‘ |
policy of maintenance of group (governmental)rrights inlland. ‘The

- twentieth century saw the_government'at both the'state and federal levelsv
‘ove to’more fifm.ly ’éstablivsdh' itsbrightsf‘in ‘the la"nd btha't it held, |
““thcﬁ contrasts sharply with the nineteenth century wh1ch can be’v

Vﬁcharacterlzed as a perlod of rapld establlshment of 1nd1v1dual rlghts.

'Westward ExpansiOn3

The Easterner w1th his background of forest and farm, could not
always understand the man of the cattle kingdom. One went on foot,.
the other went on horseback; one carried his law in books, the
~other carried it strapped round his waist. One represented tradi-
tion, the other represented innovation; one responded to convention,
the other responded to necessity and. evolved his own conventions.

Yet the man of the timber and the town made the law for the man of
- the plain; the plainsman, finding this law unsuited to his needs,
.vbroke it and was called lawless. (Webb, p. 206. ) : '
ﬂffo the time the llrst settlcrs were beglnnlnn *o enter the Amer:can

,,West;;a SyStem of defining and‘enforcing property rightssin the pro—
ductive agricultural inputs had evolved in the East. ‘Surveys'of the
many small farms established the boundaries of each productive unit;

. positive identification by natural markings combined with rail fences
made from the available wood supplies provided’for definition and
enforcement of rlghts in 11vestock and rlparlan rights determlned
access to»and use of water'ln the streams. Just as the colon1sts of
. the New WOrld 1mported a set of rules 1nher1ted from’ the mother country,
the "colonists' of the American West bcrrowed from the1r eastern
heritage. Byvthe same analogy the western CQlonists were forced to
~adept their rules to fit the resource endowments they found in the

'~ new country..
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Initial land endowments relative to population in the American West
made the returns to the establishment of private property rights guite
low. "Thefe was; room enough for all, and when a cattleman rode up some
likely valley or acroés some‘well—grazed divide and found cattle thereon,
he looked elsewhere for range." (Osgood, p. 182.) Squatter sovereignty
was sufficient_fér settling land cwnership questions during the early
.périods of settlements,-but‘increased popuiatiou.density changed the
lé&el of property rights qc;ivity. Such activity ranged from the description
;qf "accustomed range" in local newspaper advertisements, to the filing
: of legal documents‘of ownership, to the fencing of the open range‘with
barbed wife in the 1870's. Between 1860 and 1960 éhanging land values
and changing costs caused individuals and groups to devote ﬁore re-
sources to definition and enforcement activity in order to cépture
potential rents to land. These efforts included not only control of
land held'pri§ately but aiso control of*grazing on the pgblic dqmain.
‘The‘resuit 6f‘thése_activities was a successive movementctoward exclu-
éivé ownership of land on the Great Plains.

| 1Property rigﬁts in cattle followed much the same evolutionary
‘procesé. The most efficient size of operation on the Plains was véstly
larger than that in the East and the lack of fencing materials prior to
.the introduction of barbed wire made fencing out of the question. Hence
western ranchers were forced to turn to alternative metho&s of definiﬁg
"and enforcing property rights. In the absence of‘ownership conflicts,
the return to establishing and enforcing property rights in cattle was
iow, but "the quéétions arising over the ownership of cattle and the-

rights-of grazing, difficulties that have bothered the pastoral induétry
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from,thevbeginning of time, were intensified as the number and value of
the herds increased." (Osgood, p. 114.) With this came the increased
use of branding and efforts to establish brand registration laws‘as
means of defining and enforcing private ownership rights over live-
stock. Again the western égricultﬁralist was forced to adapt the
institutional framework to fit his needs.

»Andvfinally in the case of water rights,_tpe uniqﬁe,endowments of
the Great Plains léd the frontiersmen to‘invent and adopt»an 0wnérship
system,uniqﬁe to thgir fegion. Tle initial ad0ption of ﬁhe riparian

}systém made sense for two reasons: D) the precedent'in Eastern law
madé the ruleé easy to implement in a legal syétemvfounded in the East;
and (2) thevinitial'abundénce of land adjacent to water made the
riparian system adequate for the allocation of that resource. However,
again as fhé settlément pressure increased, the returns to activities
aimed.at changing the rules of the game also increased. Sﬁurréd by such
~activity, a system ol water law evolved which:
1. -Granted to the'fifst appropriator an exclusive right to the
water and to Llater appropriators. rights conditioned upon the
prior rights of those who have gone before;
2. Permitted the diversion of water from the stream so that it
could he used on nonripariar lands;

3. Forced the appropriator of water to forfeit his rlght if the
water was not used and;

4. Allowed for the transfer and exchange of rights in water between

individuals.
That this system is strongest in the areas ﬁhere water is most scarce, is
combined with the riparian syétem in the states bordering the most arid
portion of the Great Plains, and is not used to any significant extent
in the more humid East suggests that benefits and coéts do significaﬁtly

influence the property rights system.
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The Closing of the Frontief

Although much of the agricultural history of the United States can

Be described as‘a continuing process of defining and .enforcing private
'righte in inputs, other concerns did come into play dufihg'the last half

of the nineteenth century. Well defined and enforced rights do minimize
'ﬁeXternaiities and promote efficiency, but individuals will attembt to,ch&nge
" the rules for»reasons other than efficiency. The decision makef may use:,
'his resources in an effort to affect the transfer of ex1st1ng properfy
rights from‘another oWner to himself. Sugh efforts were very much a

rpart ofvfarm organization activities during this period;

It was also recogniied that ﬁhe cdee of es;abiishing privete rights
in soﬁe.areas'was too costly and_other solutions reSuleed. The.grante of
public lands to failroads can be viewed as a means}of allowing those
raiiroeds.to capture a_greater portion of the social fate Qf.return
on their 1nvestment tnan‘othe1w1se would have been pOSSlDLe.. leewise,
the passing of the Morrill Act in 1862 was occa81oned by the belief
that the advancement of agrlcultural knowledge was not belng carrled
out rapidly enough by the private sector._ Although'it took several
decades for agrlcultural research to bear much fruit, Griliches 'estimates
-of the social rate of return tq a eingle innovation, hybrid corn,

: indicatee that there ere.significant externalities in such research.

During tﬁe last quarter of the nineteenth centuryvthercldsingA

of the great.AmefiCah'frontier changed the attitudes and opportunities

of farmers.b Cheap land, coansidered by some as a "

safety valve" for
many of our economic. and social problems was mostly spoken for either‘

bby private individuals or by gOVernment agehcies. Agrieulture had
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expanded into:the frontier'reglons of the countrprwhere in many cases

the soil‘was fertile.and new technology readilyiadaptahlef The results
:of this expansion were manlfested in severallways,“;First, agricultural
output increased,at an ‘unprecedented rate. Between 1869 and 1914 wheat
,-output increased by. 300 percent, corn bf 322 percent, oats by 375. percent
bvcotton by 644 percent, and ca ttle by 250 percent. Total,farm output f"
jincreased abOut 200 percen*'durlng thlS perlod Whlle the natlon s
population increased about lSO'percent." (nggs, p. 80.) Secondly,

A

, as output was. increasing, prices at the wholesale level were falllng.

The productivity 1mprovements themselves, inasmuch as they meant
fexpansions of output, meant lower farm prices and, in view of
~ the. price ‘inelasticity of demand for farm products, would. have
- meant lower total gross farm incomes if demand had not grown
o ,1mu1taneously., The competitive nature of the 1ndustry insured that
. improvement was rather readily passed on to consumers in the form
" of lower prices. :

« « .« But, in fact, the demand for farm products, even
with large accessions of export demand, d1d not grow as fast as
total demand in the American economy . . (Dav1s, et. al.,
pp. 403—04 ) ‘ b

V_Hence, absolute farm prices were declining ‘as were ahsolute and relatlve
tllncomes. (Higgs, p.‘lOO.) And finally, the closing’of the frontier—and the;
contlnued expansion of thc demand for land meant that 1and values in many
areasbapprec1ated rapidly While these 1ncreases mOst certalnly’aug—bl
,mented the 1ncome of land owners in the form of capltal galns, they also

- appeared as higher 1nput prices which were real opportunlty costs to

all. Coupled with the above problemsbwas thetmarket 1nstab11rty experienced‘
dey,agriculture's entry into'wider trade areas, and thecconcern for,
‘concentratlon of - economic power in the hands of a few., |

Durlng thlS period numerous ~agrarian protest movements entered the

politicalvarena rn_an effort to influence the percelved,low,and fluceb..'
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tuating farm incomes, the high non-farm prices thought to be caused by
monopoly power, and the wide margins between farm and market prices.
"Farmers' faith in untrammeled individualism was ﬁodified by demands
that 'somathing be done' by government or byvvolUntary association to
Stabilize‘farm incomaa andjto improve and maintain the relatiVe'stahding
aof tﬁé famiiy farmars in the economy. " (DaVis, et ai, p. 410.) Groupa
.éuch as ;ﬁe Grangers, the Farmers' Alliances, and Popuiista rose to‘thev
>chalienge of obraining for the farmers rheir "fairAshare.f While such
efforts Weré ﬁothing new to the Aﬁarican economy, the maénitude of tﬁésé
’éfforts ;arked a majdr turning point;- As we have.illustrated above,'rhe
agricultural seator played a major rola in the evolutionbof'privaté
property rights in inputs sach as 1and; The major coﬁcerns dﬁring tﬁe
late nineteenth century, however, ﬁight‘be.characterized as questioﬁs
of proparry‘rights in oatputs. The éiaimé of "tao low”lagriéﬁlturai pri¢es,
ﬁtoo‘lgwﬂ farm incomes, and "toq high" freight ratas‘can be interﬁreted
- -as claims that farmers deaired property rights .in a larger share of
the total markét'vaiue of their output. The agrarian protest mo?ements
of thisvera can be viewed as‘efforts to muster resoUrées to definé and .
enforce these rights. Noté, howevér, that acquiring rhase'rights
‘neceSsitated a transfer from other ownera. |

ﬁith the perceived concentration of power in some input markets
- such askrailroad transportation and grain storage, the farmers saw
increased benefits from group action which could be used to countervail
:these monopoly elementa. The declining prices received at the farm
also'added impetus to tﬁeaprotest mévemenrs by giring the protestors
more to gaig if they were successful in their efforts. On rha‘éost side

vbf;thé ledger, falling farm incomes reduced thevopportunity costs of



~-16-~

resources devoted tb changing the rules of the‘gamg. -~ Rather tﬂan spending
extra hours in ﬁhe field,'it may have been»mﬁch mofe pfoductivé‘to .
‘:.éttend Crange‘meétings;in thg hope of'increasipg fhe return‘on croﬁg
pro&uced.‘ Moreover, during’this era the effectiveness of group bfganiza—
tion increaSed; The idea that power could énly be resisﬁéd“£y poﬁer
became commonplace in American attitudes as individuals joined their:
felidws to use the law to furtﬁer their economic, soéiél; or civic

interests.

.‘Nothing Néw——The Early Twentieth Century
'vﬁuriﬁg the‘l;st twent}—fivé yéars of ;hé nineteenth éeﬁtury; fa;mers
made great strides toward the organizatiqn of their effofts fo increasé
farm income through'colleﬁtive action. To be sure, this was not the‘
vfirst.time memberé of'thé agricultural sector had engagea_in such efforts;
fér example, farmers were involved in‘the formulationiof‘the éoﬁntryfé"
tériff\pblicy during the early years of nationﬁOOd; But we havé argued
that their primary focusvuﬁ until the last quarter of theininétéénth
centﬁry was with thebdefinitibn'and enforcement of property rights,
especiélly in land. Eveh théugh by the end of thé century. the orga-
nization effort Waé at a low ebb, there’is 1itt1e‘queétion that farmers
' had made their mark and that they would continue to do so.
They had‘demonstrated that crganized farﬁers could exert a
significant influence on national policies. Much had been learned
about tactics in the attainment of given ends, and the dangers
of dire;t'political affiliation with specific parties. (Benedict,
p. 114, o o '

Because of‘this success of the agrarian movement, we-would predict

‘that efforts at organization would be more productive and that more
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"collective efforts might occur. 1In the context of the theory presented
herein, with the groundwork laid the marginal benefits from’activity
vdesigned to define and enforcevﬁroperty:rights in higher incomes should

have increased. - However, the other side of the coin, marginal costs,

2 'r¢duced the amount of such actiVity during the first fifteen years of

thé néy céﬁtﬁri. vGoddvyéars for‘the farmef made.hié'timé'in thevfield ‘a
maré Qalﬁable.and tﬁereby increased the cos;s of aeVoting réééQrCes'to |
‘ éollégti?e actioa. BetWéenxléoo and 1915 farm p;iceé c6nfihﬁéd.an'
 'ﬁﬁwafd march théh left them over SO;percénf higher by';hé end Qf_tﬁe'
period. 'Risi?g'inComés,which aCcompahiedthe‘rising'pficesAeafnéd ﬁhe‘f
efavthe d¢signati9n of ﬁthe‘golden agé of égriculture.":,Tﬁese good
1timgs.rédﬁcea_ﬁhe‘felatiQe nét re;urn from:coiléctivé acﬁioﬁ and hehcé
the aﬁouﬁt of-sﬁch acﬁiﬁityl |
Thé impétuskfor a revival of organized pdliticél actiQity éame'f:om
'the“détéfidragioh df &hei"gOlden agé," By-fhe middle of tﬁé Sécond_éegade
6f thé;tweﬁtieth century;\homésteading had slaékéd off and'Wésfnb longér‘
’PfOVidihgbfdr agricultﬁral expahsian;~:The advent qf quld Waf]I_an&_ﬁhe
iﬁélicies'of,the governﬁeﬁt during that confliét képt férﬁ pricgé and incpmeé v
up until 1920.> Exﬁanding overseas demandvagcouﬁted fofta paft of this
pfospgfityg But wheﬁ wgrtiﬁe credits to allied coﬁﬁtries wérebdiéeontipded
"15:1919’, ,t-‘rvu'.sv de‘r.nand:' f'e,vll"off“and economic conditions in 'thé'agfi¢u1tgra1
éeétof,began fd cﬁange;‘ This combined with thé signing of the Armistice
Caﬁséd'é;sharp deéline in férm prices.in i920vand.aﬁ even shérpér decliné
iﬁ‘i9é1. Wiﬁhfthé.decreasing demand along'with'ah‘inelastic,supplj, wﬁeat‘
p£icés fe11 By one half”énd éqrn by.oné'third..‘"fhﬁs, by the'spring,of'
1921;1Ameriéan»agricu;turé‘found itSeif in'a.mofé unfaﬁoféble poSifibn

than it had'experiehced at any time in the memory of men then living, or
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possibly,etbanybtime sinee the nationfs beginnihé." (Beﬁedict, pi 172.)
The stage WaSISet for another surge of activity mhich Q§Qld attempt to
seCure‘higher farm incomes through the coercive power ofégovernmenta
The.major focus of the activity.was not much different’tham that which
had‘exieted'twenty;five Yeafs earlier. The farmer'é share of‘natienalh :
Z_income was below what was con31dered to be "falr hrlces dictated bf
“the markets were "too low"'relative;to farmer's expectations. Inhother
- words, in the eyes ofbthe farmer,.a pbrtion ofvthe true social VeiUe of
’e hishbtoadet‘wee'not'acCruing‘td’the tighthI owher;_semewhete;ih-the T
:.matket system, pteperty tights,had beeh tehmated and the gp#ernment'wae
'Eélied}upoh‘te eotrect the sithétion hy’reaefihing and enfdrcihg‘thoee
ﬁropeftyvfights.__This is not to Sayvthat the market had»neeessefily N
broken down dee toithe existence'ef coheehtrationvoftpbwef.drhexterﬁelitiesf
but that fermers perceived that such a situatioh existed. | |
fhe sﬁeeess of the ﬁnew ferm movement' wes,ihsured_by‘the.éavent of
'h the Great ﬁepreSSion. To the U.S. farmets.of the third andmfoﬁtth deeedes
ef the curtent centmfy, the costs of devoting tesourees to the eetabliehmeht
’ of "new proherty rlghts were low since the markets fer their pro&ucte
'were y1e1d1ng poor returns. In additiohlto thesemehst coneiderations,was
‘the fact that the Progre581ve Era had showh the potent1a1 effectlveness of
organieihgvto 1nfluence the rules of the game. The potentlal for hlgher
‘incomes, coupled ‘with the expectatlon that they could be obtalned 1f the
6rganizatlpn was strong,'ralsed the benefits firom 1nst1tut10nal change
‘aetivity. Resources’embloyed by the‘varieue grdups wefe aimed at
‘1ncreasing the incomes of members by giving them ‘the rlght to control

:FOutput_in their-sector; by glv1ng them the rlght to recelve parlty
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érices; and by giving them the right to have a say i1a the establishment
of prices charged by input suppliers such as railroads and grain‘elevators.
‘ The success of their efforcs is evident in the farm policy'of the
bfe&eral goVernment which has emerged during this century. Bills suéﬁ as -
tﬁe‘cooperative marketing_bill of 1922 whicﬁ exéﬁpted coops frémvanti—‘:
' grustvleéislation, the ﬁcNary—Haugen bills which w0uldbhavé;enabled
gdvécﬁment purchascs of surplus-ccmmodities iﬁ 1924, and the New Deal
pfiée—subpﬁit programs are all examples of the'success éf organizations
~such as-the‘Farm Bureéuf hBy thc end of.the 193b's the agricﬁltural
price¥support pfogram, the basic program desired by the fafmer, hadv
ibecome'iﬁstitutionaliZed into the American political structuré, and has
,éoﬁtihued-So in One,fqrm or"énother since that time." (bavis éﬁd'Nortﬁ,'

P 100.)

:ThébEﬁvironmental Movement

| While‘é méjority of the éroperty rights aétivity of farmers in this
.'centurf have,beén éf thé type described abbve, Iecént’yearsvhave‘seén a
:retufn'io the.concern for property rignts in iﬁputs such as 1énd and‘
wétér. Thé conserﬁafion movement which Began late in the nineteenth
cénfufy Wasvtevived duringvthe Great Depression, and revived agéin
during the pasf two decades and ﬁight be seen as an effort by-various'
groups to define and enforce prbpefty rights ip resourées which have no
‘such governing rules. In the case of air, for example, the increasing
scafcity of cleér air has induéed many to secure'behavioral,rules
.govefhing the usé of'thaf scarce resoufce. Land and water use have come

under similar scrutiny and since these resources are valuable inputs to.
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the farmer, he hasvbeen forced to engage iﬁ the battle for righﬁs.

Land use planning, described by soﬁe aé the "taking issﬁe," is an
excelleﬁt example of the current issue. As land in general and open
space in pﬁrticular 12s become more scarce, the rate of return on
- ‘defining and enforcing property righté in such resources has iﬁéreaéed.
vThe.reéponse of individuais to this reiurn has_resultéd in a éfolifefa;'
 tion of rules aad regulations governing»landvusé, maﬁy‘deWhich.ttAﬁSfer

1right§ the farmér coﬁsideied tobbe his exclusiVely'to othérvgroufs or
:_individuéis without compensation to the farmer. The'aﬁiiity’qf the .
férmer tO‘AItér tﬁe course of A stream provides a ¢ése in.point. 'Wﬁilé
" this is noE a right gparanteed by 1aw in most casés; it'is one Which thé»«
 wfarmer.tHough£ he owned. Legislatioh_dééigned tb régulafe stream uséb
has.‘aitered ihése thoughts. | | |

Effcrts to alter the rights to resource use have.ﬁaisedkfhe bepéfits
to farmers from bettéf defining :he rigats whi;h they considéred>secure.‘
In many cases existing orgahizations have turned their effortsito this

cause while in others entirely new organizations have been formed. -

Summary

From colonial ti&éé éhrdugh the’firéﬁbthree—quértéré of the ninéf
, teehth céntﬁfyxthé main. focus of agrérian‘property fighté actiﬁity ﬁas
6ﬁvdefining énd enforéing property riéh;s in inputs and Ehis focus was
'insﬁfumeﬁtal in directing ﬁhe course 6f private pfopefty fights, espe- .
cially in lénd.. Ffom‘the last quarter of the nineteentthentury‘until

' theApresent3 the priﬁarivconcern of ﬁhe férmér haé been with.tﬁe
.éstébiishmeﬁg of pfivatevprOperty righﬁs in a,1arger sﬁare ofbthe

national income and agaih these efforts were influential in sétting
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the direction‘of federal policy. And now with the rise of-watervandA
hlandiuse:planning the agricultural sector is again concerning itself
withvthe’definition and enfbrcementvof rights in inputs.

'Farmers are not the only productlve groupAln our soc1ety hhlch
:affect the type and distrlbutlon of property rlghts, but 1t is clearh
;:that they have had a v01ce.. The1r commltment to private property
‘ .manifested itself in the large scale output increases which the natlonj
{has experienced.- On*the other hand their more‘recent COncerns for‘
equity have helped force open the door for increased transfer act1V1ty1
accompanled by government regulatlon. It is clear from:our.hlstory
that the»rules‘of the game or propertyvrights significantly influence
‘productivitytan&'that suchpruiespare endogenous to the system. Hence,*
on thisthicentennial vear‘i: is important that:we'ask to what‘e#tent the
present‘system of propertybrlghts encourages erf1c1ehcy and to whatb

pextent 1t promotes transfers not only in’ the agr1cultura1 sector but 1n

1?the economy as a.whole,_ -



FOOTNOTES

*Associate Professors, Department of Agrlcultural Economics and Economics,
Montana State University. : .

1. For a moré’lengthy discussion of how rules evclved and how'they
influence activity see Anderson and Hill, in press.

2. We wish to thank one of our students, Randy Rucker, for his
valuable research assistance on this section.

3. This‘éection is condensed from Anderson and Hill, 1975,'
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