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Karl Fox: A Retrospective 

Economzc Models, Estimation, and Socioeco
nomic Systems: Essays in Honor of Karl Fox_ 
Ed.ted by T J Kaul and J K Sengupta Amsterdam 
North-Holland, 1991, 645 pages, $8950 

Reviewed by Richard J_ Foote 

EdItor's Note Gene Wunderhch, former economICS 
edItor of The Journal of Agrzcultural Econom.cs 
Research, once lauded Karl Fox's stature as an 
agrIcultural economIst by wrItmg "The hfe and 
times of Karl Fox IS a ciasslc case for broad, varied 
tralmng and experience HIS personal story IS a 
metaphor for a substantial portIOn of the professIOn 
For Fox, domg agrIcultural economICS meant contm
uing educatIOn, wrItIng m theory, and analYZIng a 
WIde spectrum of apphed economIC problems" 

A year or two after I returned to USDA from 
prIvate mdustry m 1950, Karl Fox mtroduced me to 
econometrIC systems of sImultaneous equatIOns For 
several fruItful years, he was my ImmedIate 
supervIsor In 1952-53, I converted hIS award
wmmng Ph D theSIS mto a USDA techmcal bulletm 
and later admlmstered a program maugurated by 
hIm under whIch promlsmg young umverslty 
scholars researched new agrIcultural economICS 
methodologIes ThIS program YIelded the apphcatIOn 
of expectatIOnal theory, hke dIstributed lags, to the 
supply response of farmers (Marc Nerlove) and to 
new storage rules (Robert L Gustafson) 

ThIS volume opens WIth "A SCIentific AutobIOgra
phy" (1986) whIch begIns WIth Fox's career m 
college and charts developments that led to the 
relatively modern field of econometrICS and to the 
new dlsclphne of eco-behavIOral sCience A series of 
essays WrItten by mternatIonally known economIsts 
follows 

The first essay, by Gordon C Rausser and DaVId 
Zilberman of the Umverslty of Cahforma at 
Berkeley, presents a controversIal conclUSIOn They 
predIct that "confllctmg mterests can be expected to 
result m declmmg support for pubhc research m 
agrIculture" (p 36) They suggest that the present 
system be replaced by research mltlators who would 
submIt proposals to research admlmstrators at the 
Federal or State level Fallmg thIS, the proposal 
would be submItted to the Pubhc Research Commls
SlQn made up of members appomted by elected• State or Federal offiCIals Pohcles and declslOns of 

Foote IS a retlred econometrICIan from New MeXICO State 
UmversIty, Las Cruces where he now lives 

the CommIssIOn should reflect "socIetal value judg
ments on eqUity across groups affected by the 
proposed research The CommIssIOn would 
determme whether the program should be sup
ported by the pubhc sector and, If It should, to 
Impose the final mCIdence of burden to support the 
research program" (p 41) Each mterest group 
would manage a reserve fund composed of dues to 
finance prOjects that benefit members and compen
satIon payments for projects that harm members 
Government agenCieS would represent chffuse mter
est groups such as consumers The authors Con
clude "The cost of Implementmg the above three
stage research evaluatlOn deSign certamly compares 
favorably WIth the current use of the court system 
to resolve ex post conflIct" (p 45) They note that 
thIS "deSIgn keeps mtact the superb land grant 
system of research and extenslOn" (p 46) 

Glenn L Johnson, MIchIgan State Umverslty, 
addresses not so much accountmg but accoun
tablhty by productIon economIsts He questions 
theu ablhty to research normative values m an 
objectIve, deSCriptive manner The meamng at
tached to such terms as "product," "producbon," 
"Input," and "effiCIency" are examIned Wlthin the 
context of theoretIcal and empmcal work and 
apphed to the evaluatlOn of market adjustments 
when knowledge IS Imperfect or the government 
mtervenes Johnson then summarizes Ideas pub
hshed elsewhere on how work WIth normative 
dImenSIOns can be done objectively 

James L Seale, Jr, and HenrI TheIl of the 
Umverslty of Flonda dISCUSS demand analYSIS, and 
note that In the past several decades, consumer 
demand analYSIS has steadIly moved toward a 
systemWide approach In a number of algebraiC 
specificatIOns of demand systems, the authors 
conSIder first the Income senSItiVIty and then the 
price senSItiVIty of demand They emphaSIze mat
ters of empmcal vahdlty rather than mathematical 
detaIls SInce mcome elastiCItIes vary over tIme, the 
authors strongly recommend that they be shown 
over time For example, based on a translog model, 
Japanese mcome elastiCIties for food mcreased from 
042 In 1951 to 075 In 1972 Based on WorkIng's 
model, they decreased from 0 72 to 0 54 over the 
same period For 1961, they are 061 and 064 for 
the respectIve models 

A ratlOnal expectatIOns equlhbrIum model IS put 
forth by E Kwan ChOl and Stanley R Johnson of 
Iowa State Umverslty ThIS model shows how 
parameters of a price stablhzatIOn program affect 
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producer participatIOn and factor Intensity Risk 
premIUms and factor use levels are aggl egated and 
used to Investigate the effects of changes In the 
polIcy parameters on market supply response and 
plOducer Income The 'authors maIntaIn that an 
effiCient stabilIzatIOn program can be designed to 
maXI mlze pI oduc~r Income for a gIven expected 
government cost If the government has a fixed 
budget for stabilIzatIOn, an effiCiency analysIs can 
determme commodity markets for government 
InterventIOn 

An essay by Carl F ChrIst from Johns HopkIns 
Umverslty details helpful steps to aVOId pitfalls m 
macroeconom)c model bUIldIng He states, "Many 
and vaned are the InconsIstent, Incomplete, or 
InapproprIate economic models I have encoun

tered "(p 257) I heartily agree, based on my own 
experIence HIS paper should be read by anyone 
workmg In thiS area 

The papers summarIzed above Illustrate the varIety 
of materIal withIn trus volume Several of the 
papers under the hearung "SOCIOeconomIc Accounts, 
Models, and Systems" would be of Interest to JAER 
readers as wIll Fox's autobIOgraphy and Harold F 
Brelmyer's "Transcendental Allegory" The book 
should be purchased by all lIbrarIes that serve 
economists, econometrICianS, mathematIcal statIstI
Cians, or SOCIOlOgists I recommend borrOWIng a copy 
from the lIb! ary, readIng materIal of Interest, and 
then deCidIng whether to purchase a copy for more 
permanent use 

Use of bST in Dairy: Public Perception and Projected Response 


Bovine Somatotropin and Emerging Issues. 
EdLled by M,lton C Hallberg Boulder, CO West
v,ew Press, 1992, 324 pages, $4450 

Reviewed by W. Burt Sundqu.st 

Much has been WrItten on the tOpiC of agricultural 
bIOtechnologies and, espeCially, bOVIne somatotropIn 
(bST) ThiS book IS the best Integrated treatment of 
bST anywhere Along With a substantive foreword, 
the book contams 14 chapters authored or 
coauthored by 21 experts ThiS large gatherIng did 
produce some unevenness In eXpOSItIOn and some 
mInor, but not particularly bothersome, duplIcatIOn 
of subject matter Moreover, a set of common 
assumptIons greatly enhances the value of the 
InformatIOn generated on the follOWIng tOpiCS 
economic evaluatIOn of bST for onfarm use, bST 
effect~ on aggregate and regional resource needs 
and on beef and veal output, and bST and the prIce 
of milk and dairy products 

The foreword and first part of the book "BIOtechnol
ogy and Society," present a good review of bIO
technology smce the first successful directed 
InsertIOn of foreign DNA Into a host organIsm less 
than 20 years ago RealIzed and expected applIca
tIons of bIOtechnology for anImals, plants, and food 
proceSSIng are deSCrIbed In some detail and poten
tIal scenarIOS are developed for SCience, for farmers 
and rural communltIe&, for consumers, for agribUSI
ness, and for mternatlOnal trade and development 
In the plOcess, the authOl s find a number of 
potentIal problems (unwanted effects of blOtechnol-

SundqUIst IS a professor In the Department of Agncultural and 
ApplIed Economics at the University of Minnesota, 8t Paul 

ogy) and plead for effectIve ex ante evaluatIOns of 
each of the Significant emerging technolOgies They 
conclude that, "BIOtechnology now permits the 
deSign of future agricultural systems Without 
provldmg any guidance for the directIOns of technol
ogy development and the asses~ment of embedded 
SOCial chOJce~ " Among the ethical questIOns IdentI
fied IS how to "deal effeCtively With technIcal 
questIOns of responSibilIty SOCIal Justice, and hu
man (and anImal) well belllg?" A SImple solutIOn 
might be to buIld a higher wall between publIc 
sCience (publIc research lllstltutlOns), which IS 
generally held m a pOSitIOn of publIc trust, and 
prIvate sCience (prIvate corporatIOns), which de
velops technolOgies that may produce unwanted 
consequences But thiS solutIOn IS thought unwork
able because of the extensive lllterdependence of 
publIc and prIvate mstItutlOns In flllanclllg and 
conduetmg research Also, publIc confidence III the 
credibilIty of publIc research has declllled, further 
comphcatmg the sltuatlOn In the mean~lme, uncer
talllty persists among dairy f81 mel'S and consumers 
about the expected benefits (and pOSSible unwanted 
consequences) of bST 

In the chapters on performance and management of 
bST-supplemented cows, extensive experImental 
eVIdence supports the conclUSIOns that (1) a 10-20 
percent boost In Illilk Yields IS achieved WIth 5-10 
percent less feed per umt of milk, (2) the milk 
lllcrease IS greater for multIparous cows than for 
heifers, (3) high envIronmental temperatures and 
relatIve humidIty can reduce Yield' response, and (4) 
progressive farmers emplOYIng best-management 
practIces (IncludIng balanced ratIOns, effectIve 
health program management, high-qualIty forages, 
advanced productlOn-momtonng, and farm-cost ac
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counting records) appear to have the greatest 
potential to optimize profits from bST use 

In the chapter on economiC evaluatIOn of bST for 
onfarm use, effective Illustrative procedures are 
presented that can be used to examme the farm
level net revenue associated with use of bST Net 
revenues are calculated for cows WIth differing 
genetic capablhtles and response rates and WIth 
alternative price levels for bST and milk These are 
all key vanables In determlrung the profitablhty of 
bST use for the indiVidual dairy farmer 

MIlk market ImphcatlOns of bST adoptIOn are based 
on a set of economic models that utlhze a Dllik 
supply and consumptIOn data base for each of 16 
U S subregIOns and 8 regIOns MIlk supply 
elastIcIties dIffer between most subregIons, whereas 
a common set of demand elastiCIties 18 assumed for 
all subregIOns A spatial equilibrIUm model IS then 
used to determine producer mIlk prices, regIOnal 
mIlk supply/marketmgs, Consumer expenditures, 
producer revenues, and cow number requIrements 
under a set of scenanos wrnch, III addition to the 
base run (no bSTJ, Include (1) bST adopted 
everywhere, (2) bST banned In the Midwest, (3) bST 
banned In the Northeast, and (4) bST adoptIOn With 
reduced mIlk consumptIOn (In response to negative 
consumer reaction to bSTJ Estimates of feed and 
labor reqUirements and veal and cull cow produc
tion are generated uSing a separate (per cow) cost
and-return, budget-based set of computatIOns 

At the nsk of overslmphficatlOn, one can summarize 
the natIOnal-level results of full bST adoptIOn With 
basehne milk consumptIOn requirements as follows 

(1) Producer milk pnces, -8 percent, 
(2) Dairy cow numbers, -7 percent, 
(3) Milk marketmgs, +2 percent, 
(4) Labor hours reqUIred for milk productIOn, -2 

percent, and 
(5) Hay and s!lage reqUIrements, --6 to -7 

percent 

Under the assumptIOn of reduced mIlk consumptIOn, 
mIlk pnces would dechne an additIOnal 4 percent 
Under scenanos where the use of bST was banned 
m one regIOn but not In others, the banrung regIOn 
would suffer a declme m shares of Dllik productIOn 
and marketings Although the above model results 
are probably best used only as a broad gauge of the 

• 

• 

expected market, their directIOns and general 
magnItudes appear both consistent and reasonable 

A chapter on consumer responses to ffillk from bST
supplemented cows evaluates 11 separate studIes 
on consumer perceptions The results are not easJiy 
summanzed but are consIstent In that most con
sumers are concerned about bST Eight studies 
indicated that, on average, about 60 percent of 
respondents would not change consumptIOn If milk 
were produced With bST The other 40 percent 
beheved they wocld respond by decreaSing or 
ceasing ffillk consumptIOn 

The book also contams substantive chapters on bST 
and ammal health, potential adoption and diffuSIOn 
of bST, effects on small versus large daIry farms, 
food safety and product qualIty, bST and interna
tIOnal trade and polIcy, and a final summary of 
Issues, facts, and controverSIes A very brief per
spective of expected bST Impacts gained from these 
chapters IS that (1) arumal health problems can 
generally be handled With good management prac
tices, (2) bST adoptIOn WIll be lowest on smaller 
daIry farms and among younger and older farmers, 
(3) mJik from bST-treated cows IS a safe food 
product no dIfferent from mIlk cows not receIVmg 
bST, and (4) a groWing demand for food quahty In 
developed countnes Will hkely result III a prolIfera
tion of dIffermg food quahty standards, wluch WIll 
create SIgnificant barners to trade 

A number of countfles have already approved the 
use of bST, although a moratorIUm on ItS use IS stIll 
III effect III the European Commumty And, WIth or 
WIthout bST, U S milk productIOn per cow Will 
continue to Increase What then should be the 
pubhc polIcy response to bST? Hallberg suggests 
developing pohcles aimed speCIfically at easing the 
adjustment process Tlus would contflbute to gen
eral economic growth and progress while lessening 
the ImperatIve to prOVIde speCIfic protectIon from a 
gIven technology 

The book IS very well orgaruzed and well written, 
IdentifYing and dISCUSSing the major Issues VOiced 
about bST It does not prOVIde a quantitatIve 
aggregatIOn of potentIal benefits or unwanted 
consequences of bST, but It couldn't The book IS a 
very useful prototype for the broad-based technology 
assessment studies that publIc research institutIOns 
shocld undertake 
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