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"Purp pconomics has a rl'markablp way of pulling 
rabbits oul of a hat," according to .Jol'in Il. I licks, in his 
\ 'a/lIl' and Capilal. Latpr, in Capital and GrOlctlz, lficks 
carrfully distinguishpd bptw('pn PUrl' and applipd 
pcanomics. Purp peonomies t'xamines t1worpiical qU('S­
tions which can nrVl'r bt' answprl'd b~' an appeal to facts: 
applied economics incorpora[ps stratf'gic factors in 
modpls. "'hil!' Iwglf'cting unimportant factors, and [psts 
hypothpsps by an apppal to faris. 

Agricultural pconomists havp always considf'rpd 
tlwir disciplitw to be an applipd one. 1'IlP)' arf' det'ply 
cOllcernf'd with data problems and statistical inff'rence. 
'1'11('), tpnd to follow Hicks' maxim in \lallll' and Capital: 
"Tht' placp of pconomic thl'ory is to bp the servant of 
applil'd f'conomics." 

Tht' first articll' in this issue addrl'ssPs an applil'd 
probll'm. Il t'xplains how USDA l'('onomists filird a data 
gap suddf'nly crl'at('(1 in 1972, wlwn tiw Farm Crpdit 
AdministratiolJ stoppl'd colipctin!{ intl'rest ratp and loan 
data from farm mortgagl'S rl'cordpd on county records. 

Stratpgic factors in forl'casting cotton production 
rrsponsl' arl' testl'd by an appeal to fllCts in til(' sl'cond 
articll'. Cotton aCl'l'agl' and yil'ld l'ach tpnd to incrl'a~l' in 
rrsponsl' to higlwr pricPB rpcl'ivec/ by farl11prs, ot/ll'r 
things bl'ing ('qual. But th(' incrl'asl' in arrl'agp may 
include pooJ'('r land, which has a tpndl'ncy to rt'duce 
yield. Thl'sl' stratl'gic, opposing intl'ractions bl'lwl'pn 

acreagE' and yil'ld l1('pd to bl' recognizl'd in rnodl'ls which 
forl'cast prodUction rl'sponsl'. 

A matlwmatical modpi uSl'd to projPct world tradl' in 
!{rain, oilsel'ds, and livpstock is thl' subject of the third 
articll'. Thl' author focus('S on how demand by thl' livp­
stock spcior for fl'pd grain is modpled. An appl'al to facts 
shows that tlw interaction b(,tw('l'n til(' livestock and 
grain sl'ctors affl'cts longrun t!'l'nds in an intl'),l'sting way. 
Thl' author finds, for l'xamplp, that thl' livl'stock Sl'ctor 
pxpands considerably w]ll'n grain is plentiful, but con­
tracts wllPn it is scarct'. Thp rl'sult is a relatively stl'ady 
trend in world grain trade, with the livestock sector 
functioning as an informal grain rl'Sl'rvl'. 

Till' fourth articlp makes no appeal to facts. 'rIll' 
rabbit pulll'd from this hat is that gambling and insuring 
do not llpc(>ssarily rpfleet different values and psycho­
logical pr(>fl'rpncr pattprns; l'ach may refil'ct a rational 
adaptation to diffrrpllt environml'nts. Hicks was con­
cl'rnl'd that Wl' discovpr how till' rabbits got in. In this 
thporl'Lical articlp, thl'Y do so by assumptions conc(lrning 
til(' ratr of rl'turns associatpd with a random variabll'. 
WI]('n a random variablp pnt.l'rs an pntrl'preneul"s pro­
duction function with diminishing rl'turns, profit maxi­
mization f)('havior is conSl'rvativp and can bl' Ii kl'npd to 
insuring. And whpn a random variablp l'nters with 
increasing rpturns, bl'havior is Iibpral and can be likpnl'd 
to gam bli ng. 
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