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IT'S ECONOMIC 
David L. Dehertin 

Why Specialty Farming 
Can't Work For Everyone 

In an introductory teX1:book, Paul 
Samuelson defines a fallacy of composi
tion as "a fallacy in whidl what i true of 
a part is, on that account alone, alleged 
to be also necessarily true of the whole." 

For example, financial difficulties lead 
individual fanners to intensify their 
search for profitable alternative crop 
and live tock enterprises. ometimes 
they turn to an enterpri e that appears to 
have an alternative profit potential. How
ever, if many farmers make the sanle 
decision, an oversupply of that product 
can occur, prices can drop, and the po
tential profits evaporate. While addition
al production of a specialty crop by one 
or even a few producers may help dlat 
farmer (i.e., provide po itive profits), ad
ditional production by many farmers 
can leave all of dlem worse off. 

Why is d1is the case? Eidler demand 
does not expand suffidently over time to 
maintain priCes for ilie increased pro
duction or consumption expansion in 
response to lower prices is in ufficient 
to maintain profitability. TI1US, what 
could work for one or even a few farm
ers may not necessarily work for all 
farmers. 

A Long List of Alternatives 
Individual farmers have a long list of 

possible specialty crops iliey might grow 
to increase ilieir income. TIley have 
shown widespread interest in horticul
tural crops such as tomatoes, peppers, 
and broccoli. Oilier possibilities include 
everyiliing from cut flowers to Christmas 
trees to ginseng roots. TIlere are fewer 
livestock alternatives to the production 
of beef cattle, hogs, or dairy. Sheep pro
duction is attractive in some areas, given 
the high price of lanlbs relative to cattle 
and hog prices. Otller pos ibilities in
clude honey and commercial fish pro
duction. 

Wormational programs sponsored 
by state departments of agriculture have 
encouraged farmers in a number of 
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states to initiate and expand peciality 
enterpri es. However, too often there L
insufficient attention to what happens if 
a sizeable nunlber of farmer go into a 
particular pecialty enterprise. If in titu
tions SUdl as Colleges of Agriculture are 
to help farmers increase tileir incomec;, 
both colleges and producer must be 
concerned about tile aggregate implica
tions of tile decisions made by individ
ual farmers. 

Do not misinterpret. It is entirely ap
propriate for ome producers to enter 
or expand production of specialty enter
pri es. But individual producer mu t 
keep a waLy eye on how many otller 
producer are doing tile sanle thing and 
on what tile effects will be for market 
prices. 

Further, public institution have a spe
dal responsibility to help individual pro
ducers understand tile risks. In addition, 
while specialty enterprises can help 
ome producers, pecialty enterpri es 

are not a panacea for large numbers of 
people. 

An mustration 
A slightly tongue-in-cheek illustration 

come from Kentucky. There, farmers 
are seeking alternatives to replace in
come from tobacco that may be lost as 
consumer quit smoking becau e of 
health concerns. A heep enterpri e is a 
possibility. 

A 100 ewe flock generates a gross in
come of about 10 thousand dollars, 
roughly comparable to 2 acres of burley 
tobacco. Net income can also be very 
similar for a 100 ewe flock and 2 acres of 
burley tobacco, particularly if forages 
available on tile farm have a very low 
opportunity cost-tllat is little, if any val
ue for other uses. (That'S tile argument 
often made with respect to labor in to
bacco production). 

ow suppose we wish to replace $800 
million more-or-Less in lost tobacco in
come in the state. This will require 80 
tllousand flocks of sheep each with 100 
ewes. There are currently approximately 
100,000 farms in Kentucky, so if sheep 
production is to be as good an income 

generator for all fanners on the whole as 
wac; tobacco sheep will clearly dOl the 
Kentuch.'y countryside. 

The 80 thousand flock.:; represent 8 
million ewes. TIley will produce 10 mil
lion lambs, eadl weighing about 100 
pounds for a total production of 1 bi Ilion 
pounds of lamb. Thi repre ents 420 
million pounds of retail weight. 

The only problem is tllat thi produc
tion repre, ents nearly 2 pounds for ev
ery man, woman, and child in tile United 
tates, and current per capita consump

tion i about a pound and a half per 
person per year. ow if sheep produc
er could only get people to con ume 
more lamb, tile), could solve tlleir in
come problem! An analysi on C1u"i ffilas 
trees along these line i even more fun. 

Not For Everyone, But For Some 
It is obvious that specialt)' enterprises 

are not the answer for everyone. But 
tlley surely are for some people. ome 
people do make money growing Christ
mas tree : otller make money growing 
catfish. Even soybeans at one time was a 
specialty crop. 

Thus, it is inlPOrtant for individual 
producers to follow iliese rules: (1) as-
e cost accurately (thi include re

turns from other possible enterprises), 
(2) give pecial attention to marketing, 
(3) closely monitor information indicat
ing how many other producers may be 
doing the same tiling, and (4) project 
possible price effects due to increased 
production by other farmers. 

Institutions serving a particular pe
dalty emerpri e have a special responSi
bility. Aggregate supply demand and 
price effects need to be as e sed. More
over, cost structures of competing pro
ducers-<lomestic and foreign-need 
to be studied, and thi information 
needs to be communicated effectively. 

Astuteness by individual producers, 
together with effective support by pri
vate enterprises, and public analysi and 
information are essential if individual 
producers are to avoid becoming the 
exception that proves tile rule of the 
"fallacy of composition." r!I 
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