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“Pure economics has s remarkahle way of pulling
rabhits oul of a hat.” according to Jolin R, Hicks, in his
Viadue and Capital. Lalor, in Capital and Growth, icks
carefully dislinguished belween pure and applied
cconemics, Pure econmmics examines theorotical ques-
Lions which can never he answered by an appeal to facts:
applied economies incurporates siratogic lactors in
models, while negioeting unimportant lactors, and (esty
hypotheses by an uppeal (o Tacts.

Agricullural economists have always considered
their diseipiine to be an applied one. They are deepiy
concerned wilh dala problems and statistical inferenco.
They tend to follow Hicks’ maxim in Value and Capital;
“The place of econamic theory is to be Uie servant of
applied economies.”

The first article in this issue addresses an applied
problem, 1t explains how USDA cconomists filled i data
gap suddenly ereated in 1972, when the Farm Credit
AdiminisLration slopped collecting inlerest rate and loan
data Mrom larm morlgages recorded on vounty records.

Strategic laclors in farecasting cotion production
response are Lested by an appeal Lo faels in the sccond
article. Colton acreape and vield each lend Lo increase in
response L higher prices received by farmers, other
things being equal. Bul Uie increase in SCrCAge may
include poorer land, which has a tendency Lo reduce
vield. These slrategic, opposing inleractions belween

acreage and yield noed to be recopnized in models which
forecast production respoise,

A mathematical modol used to project world Lrade in
Brain, oilseeds, and livestoek is the su bjecl of the Lhird
article. The aulhor focuses on how demand by Lhe live-
stock secler lor feed grain is modeled. An appeal Lo lacts
shows thal the interaction betwoeen Lhe livestock and
grain seclors affeets longrun trends in an interesting way,
The author finds, [or example, that Lhe livestock soclor
expands considerably when grain is plentiful, but con-
tracts when il is searee. The result i a relatively steady
trend in world grain trade, with the livestock sectar
functioning as an informal grain reserve.

The fourth article makes no appealt Lo facts. The
rabbit pulled from this hat is thai gambling and insuring
do not necessarily reflect difforent vatues and psyveho-
logical preference patteris: cach may reflect a ralional
adaptation Lo different environments. Hicks was con-
cerned that we discover how the rabbits gabin. In this
theoretical articie, thev do so by assumpliions concerning
the rate af returns associated with a random variahle.
When a random variable enters an eutreprencur’s pro-
duclion function with diminishing reLurns, profit maxi-
mization behavior is canservative and can be likened Lo
insuring. And when a randony variablo enlers wilh
inereasing returns, behavior is liberal and can be likened
Lo gambling.

CLARK EDWARDS

Ov Junuary 1, 1978, three 8D agencies—the Teonomie Research Service,
Lhe Statistical Reporting Serviee, and the Farmor Cooperative Service—-nprged
into i new arganization, the Feonomices. Statistics, and Cooperatives Service.
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