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Research Review

INDUCED
INSTITUTIONAL
INNOVATION

by Vernon W Ruttan®

The interpretation of techmieal
and institutional change as endo
genous, rather than exogenous, to
the econommic system 1s a relatively
new development In economic
thought In a book pubhshed in the
early seventies, Hayami and I demon-
strated that techn:ical change 1n agrn-
culture had been induced along an
efficient path thai was consistent
with physical and human resource
endowments and relative factor
prices (5) ' The fact that much of
the techmcal change had been pro-
duced by public sector institutions
turned our attention to the problem
ol nstitutional nnovation Bins
wanger and I, along with several
colleagues, have further refined
and tested the theory of induced
technical and institutional change
{1, 13) My purpose here 15 to sum-
manze our theory

INSTITUTIONAL
INNOVATION DEFINED

A distinction 1s often made be-
tween institutions and orgamzations
Institutions are usually defined as
the behavioral rules that govern
patterns of action and relationships
Organizations are the decisionmak-
ing umts—{amilies, firms, or bureaus
This appears to be a distinction with-
out a difference What an organiza
tion accepts as a rule 1s the product
of tradition or decision by another
organization—a court, & labor union,
or a religion, for example *

*Professor, Department of Agn
cultural and Applied Economics,
University of Minnesota

! [talicized numbers in parentheses
refer to 1tems 1n Relerences at the
end of this report

? According to Frank H Kmght,
‘ the term ‘“institution’ has two
meanings One type may be
said to be created by the ‘invisible
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We have found it uselul to define
the concept of mstitution broadly to
include that of orgamization Institu-
tional innovation refers to change 1n
the actual or potential behavior or
performance of existing or new
organizations, 1n the relationship
between an orgamization and its
environment, or in the behavioral
rules that govern the patterns of
action and relationships in the orga
mization’s environment

This defimition 15 sufficiently com-
prehensive to include changes in the
market and nonmarket nstitutions
which govern product,and factor
market relationships, ranging from
the orgamzed commodity market
nstitutions to the patron-chient
relationships in traditional societies
It includes changes in public and
private organizations designed to
discover new knowledge and dissem
inate 1t to farmers, to supply inputs
such as water, fertilizer and credit, or
to modifly market behavior through
price support, procurement, or regu-
lation It encompasses changes
which occur as a result of the cumu-
lative effect of the private decisions
of individuals as well as those which
occur as a result of group action

SOURCES OF DEMAND
FOR INSTITUTIONAL
INNOVATION

The demand for institutional 1nno-

vation may anse out of the changes

hand ' The extreme example 1s
language, 1n the growth and changes
of which deliberate action hardly
figures, law 15 1n varying
degree of the same kind The other
type 15 of course the dehberately
made, of which our Federal Reserve
System and this (Amencan Eco-
nomic) Association itself are exam-
ples With age, the second type tends
to approximate the first” (7, p 51)

in relative factor endowments and
relative [actor prices associated with
development Douglass C North and
Robert P Thomas (11, 12} explan
the economic growth of Western
Europe between 900 and 1700 pni-
manly n terms of changes 1n the
institutions governing property rnights
These mstitutional changes were, 1n
their view, induced by the pressure
of population on increasingly scarce
resource endowments Theodore W
Schuliz (168), focusing on more
recent economic history, has tdenti-
fied the nising economic value of
man during the process of economic
development as the primary source
of institutional change

The suggestion that changing
resource endowments and changing
factor price ratios induce institu-
tional innovation 15 consistent with
contemporary experience 1n develop-
ing countries In Thailand, the ruling
elite shifted its major economic bhase
from property nghts in man to prop-
erty rights 1n land as land prices rose
relative to the price of labor 1n the
latter half of the 19th century (4)
Patron-client obligations were mods
fied in favor of tenants and landless
laborers 1n Indohesia between 1868
and 1928, a penod of generally rapid
economic growth Since the late
twenties, land prices there have risen
relative to wage rates and the balance
has again shifted n favor of land
owners (19) Rising land prices asso-
ciated with higher yielding nce
varieties and increased population
pressure 1n the Philippines are induc
ing changes in land tenure and harvest
sharing arrangements Farmers who
acquited leasehold and security of
tenure rights under the land reform
are now finding 1t profitable to sub-
lease part of their land under share
tenure arrangements Both owners
and tenants are requiring laborers to
carry out weeding operations to
establish their nght to share 1n




The suggestion that changing resource
endowments and changmg factor price
ratios induce nstitutional innovation
1s consistent with contemporary
experience in developing countries

harvest operations (9)

New income streams result from
the efficiency gains associated with
technical change or improvements 1n
mstitutional performance The part:
tioning of these mmcome streams
among factors of production and
among social or economic classes 18
a major source of institutional inno-
vation According to the Rieardian
model of distnbution, the gains
would flow to owners of the factors
with relatively inelastic supplies
However, the primary function ol
capturing new income streams by
the suppliers of inelastic factors—
the factors that constrain growth—
1s establishing a claam on the
increased production As a result,
advances 1n technology can prompt
attempts to redefine property rights
or change the behavior ol market
wstitutions so as to modify the par-
tittoning of the new income streams
Much of the history of farm price
support legislation in the United
States, (rom the mid-twenties to the
present, can be interpreted as & strug-
gle between agricultural producers
and the rest of society to capture the
new ncome streams resulting from
technical progress in agriculture

The demand for institutional
change may also shift because cul
tural endowments change Even
under conditions of unchanging
demand, however, 1institutional
change may arise [rom improvements
1n soclety's capacity to supply institu-
tional innovations—that s, as a result
of factors which reduce the cost of
institutional change

SOURCES OF SUPPLY
OF INSTITUTIONAL
CHANGE

Neither the institutionalist nor
analy tical schooels 1n economics have
adequately addressed the i1ssue of the

supply of institutional innovation
The older institutional tradition
treated 1nstitutional change as
primanly dependent on techmical
change There 1s a tendency within
modern analytical economics erther
to abstract from institutional change
or to treat it as exogenous Neither
North Thomas nor Schultz, whose
instghts assisted us 1n our theory
building, has suggested a theory of
the supply of institutional change

The sources of institutional and
technical change are similar Just
as the supply curve for technical
change shifts as a result of advances
in knowledge 1n science and tech-
nology, the supply curve for institu-
tional change shifts as a result of
advances 1n knowledge n the social
sciences and related professions (law,
adminstration, social services, and
planning}

For example, research leading to
quantification of commodity supply
and demand relationships can con
tnbute to more efficient supply man-
agement, food procurement, and
[ood distribution programs Research
on the social and psychological fac-
tors affecting the diffusion of new
technology can lead to greater effec-
tiveness of agricultural credit and
extension services Research on
alternative land tenure institutions
ot on the orgamzation and manage-
ment of group activities in agricul-
tural production can increase equity
1h access to political and economic
resources and increase resource pro-
ductivity 1n rural areas

Institutional change 15 not, how-
ever, primanily dependent on formal
research Technical change occurred
prior to the invention of the research
laboratory or experiment station
Simularly, the innovative efforts of
politicians, bureaucrats, entrepre
neurs, and others may cause mstitu
tional change

The timing or pace of institutional
innovation may be influenced by
external contact or internal stress If
we were satisfied with the slow pace
of technical and institutional change
that characternizes trial and error, we
would not institutionalize research in
either the natural or the social
sclences

TOWARD A THEQRY
OF INDUCED
INSTITUTIONAL CHANGE

A persistent dualism pervades
much of the work of economists and
other social scientists who study the
historical and institutional dimensions
of development Either institutional
change depends on technological
change, or technological change
depends on institutional change (7,
pp 328-333) Dissent over prionity 15
unproductive Technical and 1nstitu
tional change are highly interdepend-
ent and must be analyzed together

The sources of demand for techni-
cal and mstitutional change are essen-
tially similar A rise 1in the price of
labor relative to other factors induces
technical changes designed to permit
the substitution of capital for labor
It simultaneously induces institu-
tional changes which enhance labor
productivity and expand the
worker's control of employment
conditions A rise 1in the price of land
induces technical changes designed
to release the constraints on produc-
tion This price rise also induces
institutional changes that lead to
redefinition of property nghts n
capital and land

The new income streams generated
by technical change and by increased
mstitutional efficiency alter the rela
tive demand for produets and encour-
age more profitable innovations The
new ncome streams also induce

33



The sources of demand for technical and

nstitulional change are essentially
similar

further institutional changes designed
to alter the distribution of income

The sources of supply of technical
and institutional change are essen-
tially similar too Advances 1n knowl
edge In science and technology reduce
the cost of new income streams
generaled by technical change Simi
larly, advances in knowledge n the
social sciences and related professions
reduce the cost of the new income
streams generated by improved insti
tulional efficiency

A large body of hterature 1n eco-
nomics on nsbhitutional change exists,
but the radical and reformist thrust
of much of 1t has impeded analytical
considerations When positive analy-
51z has been applied to the 1ssue of
mmstitutional change, 1t has often
focussed on such grand themes as
revolution rather than the less dra-
matic incremental changes in nstitu-
tional performance or the gradual
cumulation of mstitutional innova-
tions

The theory or model of induced
instttutional mnovation can produce
testable hypotheses regarding (a)

In Earlier Issues

a successfully functioning and
efficient economy consists of its
nalural resources and the people who
use them, per capita income and
thereflore levels of living are resultanis
of the ratio between these two (ac-
tors This ratio can be changed 1n the
long run only by producing economi-
cally more valuable products of resi-
dent natural resources and dividing
Lhe income from them among lewer
people

Carl C Taylor
AER, Vol IV, No 1,
Jan 1952, p 26
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alternative patterns of instrtutional
change over time for a particular
sociely and (b) divergent patterns
of institutional change among coun-
tries at a particular time

This theory requires clarification
of the conceptual relationships
among resource endowments, cul
tural endowments, technological
change, and institutional change as
they relale to agricultural develop-
ment The theory also calls for care-
ful testing of those relationships
against past and presenl experience
However, the methodology availa-
ble for testing the induced institu
tional change hypothesis 1s not yet
so rnigorous as the econometric
tests that confirm the strength of
the induced technical change
hypothesis

Case studies provide an impor
tant method for testing the hypothe
sis As our knowledge of the
economic forces conditioming the
rate and direction of nstitutional
change rmproves, we will hkely lace
policy 1ssues simtlar to those in the
areas of induced technical change
For example, price distortions bias
current technology choices The dis-
tortions also affect the availlability
of luture technologies Downward
movements in the wheat-fertilizer
or rice-fertilizer price ratio have
delayed the development of ferti-
lizer responsive wheat and nce
variettes by more than.a generation
in some countries In several coun-
tries, exchange rate bias and direct
subsidies have caused premature
mechanization These market dis-
tortions also bias the direction of
institutional innovation and change

As a next step, we need Lo 1den-
tify and describe economic and
pohitical markets which turn latent
sources of demand and supply of
institutional change into effective
innovations These lorces [requently

operate through relatively imperfect
or poorly organmized markets or
through nonmarkel channels
Resources lhat shift the demand
and supply of institutional change
are distributed unequally among
individuals and institutions

This brief introduclion ecannol
explore these 1ssues 1n greater detaul
In Induced Iinnovation Technology,
Institutions, and Development, we
have tried Lo explore some ways m
which economic and political market
struclure affect the demand for and
supply of institutional mnovation
and bring about actual change (1,
pp 342-357)

Neither technical nor institutional
change can be trealed as entirely
endogenous to Lthe economic system
There 1s an autonomous thrust
toward the accumulation of knowl-
edge Nature imposes constraints on
what can be discovered Changes in
the evolution of 1deas influence the
path of institutional change We
reject the view that human activity
can be partitioned neatly nto
distinct sets of ‘‘economic” and
‘“noneconomuc¢’ activity Rather,
both economic and noneconamic
sources of behavior may condition
any dimension of human achivity
Some of the goals that societies set
are not achievable immedately
through any combination of tech-
nological and institutional change
Thus, technical and mstitutional
change cannot be fully explamned by
resource endowments

No general theory of institutional
innovation or economic develop
ment, that would have operational
value, 15 leasible It will be sufficient
if we can demonstrate that changes
and differences in resource endow-
ments, reflected through either
markel or nonmarket forces, do
nfluence the direction of techmeal

and nstitutional innovation
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The sources of supply of technical and

institutional change are essentially

simtlar too
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A NEW SET
OF SMALL-FARM
GUIDELINES

By David Brewster and Thomas A Carlin®

Secretary Bergland has stated that
it 18 USDA’'s policy ““to encourage,
preserve and strengthen the small
farm as a continuing component of
Amernican Agriculture ' The Depart-
ment, he said, w1]l1prov1de assistance
“which will enable small farmers and
their families to expand the neces-
sary skills for both farm and nonfarm
employment to improve their quality
of hfe ™' The Secretary has also
established a Poliecy Committee on
Smell Farm Assistance that includes
the Assistant Secretaries and the
Director of Economics; Policy Analy-
515, and Budget, Assistant Secretary
Alex Mercure serves as Committee
Chairman

The new small farm pohey com-
mittee has directed that the follow
ing criteria be used to 1dentify those
famities aided by USDA's small farm
effort The families s¢ designated
should

e Operate farms by providing

most of the labor and manage

ment

Have total family incomes from

farm and nonfarm sources

helow the median nonmetro-

politan family incomes 1n their

States

¢ Depend on farming for a sig
nificant portion, though not
necessarily a majonty, of therr
meomes

About 52 percent of all U S farm
families had incomes below the
median nonmetropolitan family level
i 1975 (table) Most of these families

*David Brewster 1s an historian
with the National Economics Division
and Thomas A Carlin 15 an econo-
mist with the Economic Develop-
ment Division, ESCS

! Secretary Memorandum No
1967 ‘‘Assistance to Small Farm
Operators,” Jan 3, 1979
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lived 1n the South and North Central
regions

These guidelines depict a group
whose members share a problem that
distinguishes them from other farm
famihies—moderate to low income
The criteria imply two conclusions
about the Department’s small-farm
policy and research that have been
noted before * First, the appropriate
unit of concern 1s the family, not the
farm Second, small-farm programs
would develop human resources and
both farm and nonfarm income
opportunities would receive atten-
tion Thus, the guidelines define a
target group, a policy problem, and
a framework within which to address
that problem

As a policy tool, the guidelines
serve well As an analytical concept,
however, they are deficient regard-
ing the requirement that small-farm
famihes should depend on’farming
for a “sigmficant’’ share of their
incomes Being a subjective notion,
“significant’ 15 difficult to quantify
Leaving 1its precise meaning up to
individual program managers could
cause uncertainty about the families
encompassed by the small farm guide-
hnes Some managers might interpret
“signiflicant” to mean 40 to 50 per-
cent, whereas others might choose a
much lower figure Such disparity
would cloud any profile that might
be drawn of the group served and
would likely hinder analysis of pro-
grams based on the recommended
criteria

3 Brewster, David “Perspectives
on the.Small Farm " Small Farm
Issues Proceedings of the ESCS
Small Farm Workshop, May 3-4,
1978 (forthcoming), and Lews,
James A , and Peter Emerson “A
Note on Small Farms *' Agr Econ
Res Vol 30, No 4, Oct 1978,
pp 42-43

We propose that, al least for sta-
tistical purposes, families covered by
the guidehnes should derive a desig-
nated portion of their income from
farming operations While the choice
of a percentage 15 arbitrary, we sug-
gest that it be set at 10 percent—a
figure roughly equal to the total
nonmetropolitan income accounted
for by farm earnings since 1970 In
other words, to meet the Assistant
Secretaries’ eriteria, famihes would
be required to have incomes from
farming that, at a mimmum, are as
significant to them as farm earnings
are generally to the greater nonmetro
politan population

For many of the farm familes
with incomes below the median non-
metropolitan famly level in 1975
farm income 15 a mmor part of total
family income Interpreting “‘sigmii-
cant’ to mean that at least 10
percent of family income comes
from farming would reduce the num-
ber of farm families included 1n the
new policy effort to about 38
percent of all farm families (This
percentage includes low income fami-
Lies whose farm expenses exceed
their farm sales ) The resulting set
of small-farm guidelines would be
suitable for analysis as well as policy

The Department’s new delimition

I[: Earher tssues

it 15 desirable for the creative
minds to be protected from the buff
eting that comes from the overuse of
red tape but they are being bulfeted
by administrative problems of thewr
own creation

Wilham T Wolfrey
AER, Vol IV, No 1,
dan 1952, p 24




We propose that, al least for stalistical
purposes, famthes covered by the
guidelines should derive a designated
porlion of thewr income from farmmg
operations

differs substanbially from the older
delinttion of a small farm as any
operation with less than $20,000 in
annual agriculiural sales The older
defimtion emphasizes the farm busi-
ness as the primary policy concern
It 15 s0 broad that it fails to describe
unique problems The farms, so
defined, account for nearly three
quarters of the Nation's total Therr
operators tend to be shightly older
and less well educated than other
farmers Bul as Lews, Larson, and
Emerson have shown, farmers in the
under $20,000 sales class share httle
else 1n common ? Some live 1n
poverty yel most do not Nor do
most depend primarily on farming
for their incomes They engage in all
types ol crop and livestock produc-
tion They include in their ranks
both white and minority operators
Except for thewr low agricultural
sales, they exhibit much the same
characteristics as the general farm
population

Because of 1ts convenience, the
$20,000 sales definition has been
widely cited and has sometimes
been misconstrued as officially
established by the Department or
the Census Bureau But use of the
delimition 15 required by statute
only In connection with certain
research and extension programs
authorized by the Rural Develop-
ment Act of 1972, as amended
Apart (rom those programs, the
Department 1s free to develop
alternative guidelines to direct
services to small scale operators
and their famihes

? Larson, Donaid K , and James A
Lewis '‘Small Farm Prolle " Small
Farm [Issues Proceedings of the
ESCS Small-Farm Workshop May
3-4, 1978 (forthcoming)

Farm families with income below nonmetropolitan median family income,
by region, 1975*

Farm families Proportion
with incomes
. Incomes below below

Region Total mechan non median non-

metropolitan matrapolitan

family income | family income

Thousands Percent

MNortheast 131 71 54
New England 38 25 66
Middle Atlantic a3 46 49
North Central a76 483 49
East North Central 409 190 a6
West North Central 567 293 52
West 249 106 43
Mountamn 12 58 49
Pacific 138 51 37
South 844 482 57
South Atlantic 241 144 60
East South Central ki 167 55
West South Cenrtral 302 171 57
Unned States 2,200 1142 52

*Estimated

'New England Connecucut Maine Massachusetts New Hampshire,
Rhode Island, and Vermont Middle Atlanuc New Jersey New York, and
Pennsylvama East North Central Jlhinois Indiana, Michigan Ohio, and
Wisconsin  West North Central lowa, Kansas, Minnesaota Missour,
Nebraska, North Dakota, and Sauth Dakota South Atlanuc Delaware,
District of Columbia, Flonda, Georgia Maryland, North Carolina South
Carolina, Vrrgimia, and West Virgimia East Scuth Central  Alabama,
Kentucky, Mississippr, and Tennessee West South Central  Arkansas,
touwsiana, Oklahoma and Texas Mountain Arizona, Colorado, ldaho
Montana, Nevada, New Mexico, Utah, and Wyerming Pacific Alaska
Califorrma, Hawan, Oregon, and Washington

Source US Bureae of the Census Current Popufation Repor!s

{11 Series P-60 No 105, "Money Income n 1975 of Famihes and
Persons in the United States © 1977,

{2) Series P60, Nos 110, 111 112, 113 "Money Income in 1975
of Farmilies and Persons 10 the Umited States (Spring 19786
Survey of Income and Educatuon * 1978
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THE FOOD STAMP
PROGRAM AND THE
PRICE OF FOOD

By Mike Belongia and Willlam T Boehm*

The Food Stamp Program (FSP})
provides additional “food buying
income” to low income households
It allows parlicipating households to
purchase nutnitionally adequate diets
through regular market channels
Prior to the passage of the Food and
Agriculture Act of 1977, all FSP
participant households of a given size
received the same total value of
coupons The purchase requirement,
the amount paid to receive the
stamps, depended mainly on the
household's earned income The
cdifference between what a partier-
pating household paid for the cou-
pons and the value recewed 1n food
buying income represented the
addition to purchasing power, or
“bonus " In fiscal year 1977, the
value of the honus exceeded $4 3
billion The 1977 act ehminated the
purchase requirement

Questions have anisen about the
FSP's effectiveness in improving the
nutritional status of recipients’ diets !
Questions also have been asked about
Lhe effect, 1T any, of the transfer of
food-buying resources on prices

Some have argued that the
program represents a “hidden tax"—
higher income households not only
pay {or the resource transfer directly,
but pay indirectly through higher
food prices In this note, we report
research on the FSP's time related
influence on the overall price of food
and on prices of selected commodity
groups The FSP, results indicate, has
had a statistically significant, positive,
but small influence on food prices
generally

*Mike Belongia and Wilham T
Boehm are agnicultural economists
with the National Economics Divi
sion, ESCS

'Sulhvan, Dennmis H “A Note on
Food Stamp Reform,” Am J Agr
Econ Vol 58, No 3, Aug 1978
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RESEARCH PROCEDURES

The bonus 15 most appropriately
treated as a segmented increase In
participants’ income, rather than as
a decrease 1n the prices participants
pay for food * If the supply of food
15 assumed to be 1nelastic, increases
in the quantity taken from the
market tend to put upward pressure
on prices The extent of the price or
quanbity impact will depend upon
the size of the shift in demand, the
income and price elasticities of
demand, and the price elasticity ol
supply

A set of single equation models—
one flor each major food commodity
group—was developed to isolate the
effect of the bonus on the price of
food Factors thought to be respon-
sible for shifting either demand
for or supply of Lhe foods were
included Parameter estimates were
obtained using ordinary least squares
regression The Consumer Price Index
(CPI) for each of the groups was the
dependent varniable

The models estimated were

1 CPI1 (all food);
= f(Y;, By, My_1, FP¢_1, Z),

2 CPI (meats)
= f{Yy, By, L1, Gp-1,
M1, 2),

3 CPI (cereals and bakery
products);

where

Consumer Price Index
for the relevant food
commodity 1n quarter{
as reported by the U 8§
Department of Labor,
Real disposable per cap
ita personal income,
1972 dollars,

Real per capita food stamp
bonus, 1972 dollars,
Index of prices received
by farmers,

U S total meat produc
tion, in mullions of
pounds,

Quantity of all grain
stocks, 1n milhons ol
short tons,

Index ol food process
ing and marketing costs,
Milk production, in mil-
Lions of pounds,

Dairy stocks, 1n milhons
ol pounds,

Zero-one variable indi-
cating the quarters that
national price controls
were 1n effect beginning
In August 1971,
Zero-one variable indi
cating unusual foreign
grain sales 1n 1973-74

n

CPI;

Y =

FPpy

Ly1 =

Quarterly data were obtained
from secondary sources The pertod
studied extended from July 1970 to
June 1977, during which the CPI for

= f(Yt, By, Ge-1.M¢-1,Z, R), 41l food increased 64 1 percent trom

4 CPI (dairy )y
= f(Y¢, By, D¢, DSy, M1, Z)

1Southworth, Herman M ‘“The
Economics of Public Measures to
Subsidize Food Consumption ' J
Farm Econ Feb 1945, and Sulh
van, Denmis H "A Note on Food
Stamp Reform,” Am J Agr Econ
Vol 58, No 3, Aug 1976

1158 to 1900 (1967=100) Price
levels Tor each of the commodity
groups increased about the same
amount but vaned substantially more
quarter to quarier The total value of
bonus stamps 1ssued per quarter
increased from $314 mithon in 1970
to a high of $1,392 miilion 1n the
first quarter of 1976 The 1ssuance n
spring 1977 was $1,311 muthon FSP
participation increased [rom 69



The FSP has not noticeably increased

food prices Significant wincreases in the

percentoge of the total market influenced by
the FSP could exer! moire noticeable

upward pressure on food prices

million persons per month 1n 1970
to more than 19 miliion n 1976
Participalion 1n 1978 averaged aboul
16 million persons per month Mean
values tor all variables appear In
table 1

RESULTS

The models explained a statisti-
cally significant proportion of the
variability 1n food prices (table 2}
No evidence was found of any major
problem with intercorrelation among
the independent vanables Produc-
tion variables were inversely relaled
to price Increases in real disposable
per capita income were assoclated
with increases 1n price

The bonus food slamp variable
is significantly ditferent from zero
at the 99-percent level in all models
but dairy Results of the all food
model indicate that a 1-percent
mcrease in real per capita bonus
would incerease the CPI tor tood by

less than 0 07 percent This change
amounts 1o onlv 0 14 points on the
price mndex

The coefficient estimates f{or
bonus 11 1the meats and n the cereal
and bakerv equations are larger than
in the all foods model This imphes
that, given an 1ncrease 1n real bonus
other things being equal, there will
be a proporlionally greater impact
on prices for these components
than on food prices In general

The bonus coefficient was smaller
for dairy than for grain and meat
First, low income households tend 1o
allocate a greater percentage of [ood
expenditures to the ceieal and
bakery products group than do
higher mmcome households Second, a
relatively large proportion ol the
[ocd stamp households hve in the
South where dairy product purchases
are relatively low * Finally, prices of

*Boehm, Willam T ““The House-

hold Demand {or Major Dawry Prod

dairy products are influenced by Gov-
ernment price support and marketing
order provisions In such cases, pro-
duction—rather than price—adjusts to
changes in market [orces

CONCLUSION

The FSP has not noticeably
mereased food prices Currently,
food purchases with bonus food
stamps account for little more than
2 percent of all food purchases
USDA estimates that the present
program adds aboul $2 hillion (less
than 1 percent) to food sales Sign-
milicant increases in the percentage
of the total market influenced by
the FSP could exert more noticeable
upward pressure on food prices

ucts in the Southern Region,” So
J Agr Econ Vol 7, No 2, Dec
1975

Table 1—Means and standard deviations of variables included 1n the madefs,

July 1970 to June 1977

Standard
|tem Unit Mean deviation
CP) all foad 1967=100 148,13 2714
CPl meat, poultry, end
fish 1967=100 150 78 27 07
CP1 cereals and bakery 1967=100 144 96 3248
CPI dairy 1967=100 138 13 2326
Y 1872 dollars 995 21 43 31
8 1972 dollars 329 118
L Whllion pounds 9,366 30 530 79
G Militon short
tons 94 91 4552
D Mitlion pounds 29449 71 1,858 62
DS Million pounds 14,547 00 3,446 00
FP 1967=100 1567 33 33 30
M 1967=100 148 55 3068
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Table 2—Results of the parameter estimation

Dapendent Number Independent vanables
variable ol ohserva Constant
vations Yar B, M,y pd FP, 4 Le_q
CPltood 27 163 0027 3046 0 489 -2834 0 250 -
'(104) {213} (8 82} (-212} (7 46}
CPlpeat 27 . -11369 351 14 695 -077 -4 728 - -3
{6 0O} ?(4 09} (- 48} -137} (-4 89)
CPlgram 27 92175 - 084 14 825 565 -4 422 - —
-210) *{6 o0} 35 25) {-179)
CP'dmry 27 -4 237 074 4647 408 -3 920 - -
(176) {171) *(3 36) -1 46)
Number Independent variables
of observa Constant
vauons Gy_q R Dy Ds; R? ow F
CPlrood 27 153 - - - - 099 163 751 34
CPlmeal 27 ~113 69 -0024 - —_ - a6 212 78 64
- 86}
CPI,__],,E"n 27 2275 029 14822 - - 99 222 253 78
(1a9) {713}
CP‘danry 27 -4 237 - - -0 0007 0001 96 105 95 77

(-1 21} 26N

! Values in parentheses are t rattos * Significans at the 05 level ?Significant at the 01 level



DISTORTIONS
OF AGRICULTURAL
INCENTIVES

Theodore W Schultz, editor, Indiana
University Press, Bloomington, Ind ,
and London, England, 1978, 353
pages, $12 95

Reviewed by Lyle P Schertz*

The agricultural economics profes-
ston has a long tradition of analyzing
conflicts among pohtical and eco-
nomic nterests [ustortions of
Agricultural Incentwes states that
the outcome ol these conflicts 1n
low-income countries has distorted
economic mmcentives 1n ways that
suppress farmers’ economic oppor-
tunmities The most intnguing of the
many secondary themes to this
reviewer 15 that although equity 15
often used to justify the political
decisions causing the distortions,
the distortions decrease equity

People who judge that producer
prices i1n many countries are lower
than they should be, as I do, will
find comfort and support in this
hook Yet those who judge, as L.do,
that agricultural economists should
give more attention to distribution
1ssues will find that this book remn-
forces their earhier conclusions

The book includes 22 papers
presented at a 1977 workshop The
22 authors have considerable exper-
ence with development and trade
problems of low-income countries
Only one author, however, comes
from such a country Half the
authors are associated with univer
sities in North Amenca Four are
members of U 8 institutions, such
as foundations and the Federal
Government Three work 1n inter-
nafional research institutes The
others are associated with the World
Bank, the British Government, or the
Australian National Umversity

The book reflects the wisdom and
nfluence of Theodore W Schultz, or
gamizer of the conference and editor
ol the publication There are six parts

*The reviewer 15 an economist
with the National Economics Divi
sion, ESCS

—

Constraints on Agricultural
Production

Resources and Environment
Distortions 1n Incentives
International Markets
Agrnicultural Research, Edu-
cation, and New Institutions
6 Quest for Equity

o Lo

Authors of part 3, ‘“Distortions
of Incentives,” the largest, devote
major attention to price distortions
In addition, David Hopper reviews
many government nonprice decisions
which have affected production and
marketing efficiency Keith Finlay’s
comments illustrate issues related
to the transfer of technology among
scientists 1n different countries
Randolph Barker pomts up the
importance of public decisions on
pubhe investments Martin Abel
rerminds us that the process of reduc
ing and eliminating distortions 1s not
continuous He emphasizes the
tmportance of developing analytical
capability to respond to situations
amenable to policy change Other
parts of the book, such as the one
focused on research, provide impor-
tant perspectives of forces that
influence decisions distorting agn-
cultural incentives

Imphcitly, "distortions'” are taken
by most of the authors to mean
deviations from international trade
prices Schultz, however, avoids
saying that international prices
should be the standard for the meas-
urement of distortions Instead, he
pomnts to conditions where ‘‘an
optimum economic Incentive pro-
vides the information that leads
producers to allocate resources in
ways that result In 2 maximum pro
duction that will clear the market at
the price that.maximizes the utihity
of consumers

Two aspects of the book ment
special mention the meaning of

distortions and the concept that
these have been imconsistent with the
realization of greater equity There
are limits to how far even a task
master as superb as Ted Schultz ean
push contributors They do not
make his concept of distortions
operational 8ir John Crawford
appropniately asks ‘‘distortions from
what?' He concludes that most of
the authors use world prices Yet, as
he points oul, international prices
are obviously affected by all sorts
of activities directly applicable to
trade—including tariffs, levies, and
export subsidies Domestic policies
in developed and developing coun-
tries that affect production, con
sumption, and prices also mfluence
international trade and prices

Apart from Sir John, D Gale
Johnson 1s the only author who deals
with the appropriateness of inter
national prices as a standard He
recogmzes thal international prices
are not necessanily fair not equitable
nor do they always refleel underly-
ing conditions of supply and
demand What he emphasizes, too
many of us overlook These prices
are reahty' And, therefore, such
prices reflect alternatives and oppor
tunities reahizable by countnes to the
extent that they are involved 1n
world trade

The possible nconsistency of
distortions and equity 15 an impor-
tant 1ssue for our profession Schultz
argues * that economic theory
and evidence tell a consistent story
about the adverse effects of distor-
tions 1n Incentives on agricultural
production and on welfare ™ Gilbert
Brown similarly states ‘“My hypoth-
esis 15 that agricultural production,
income distribution and economic
growth would all benefit from redue-
tion or elimination ol distortions
that reduce agriculture’s domestic
terms of trade " ¢
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Two aspects of the book ment special mention
the meaning of distortions and the concept
that these have been inconsistent with the

realization of greater equity

The authors confirm the postu-
lated effects of distortions on pro-
duction, but the postulated effects
of distortions on welfare and.income
distribution are not treated 1 depth
empirically I would like to have seen
a closer scrutiny of the wording of
this proposition and a closer analysis
of the supporting evidence If sup-
ported, the political decisions leading
to the distorhions will ultimately be ~
exposed as a np-off of the poor
Such exposure might do much to
bring about different decisions On
the other hand, if the empinical evi-
dence indicates a mixed record—as
I suspect 1t might—the evidence will,
nevertheless, make political decisions
wiser .

I wish that the authors' disagree-
ments had been highlighted We all
know that no one thinks very much

when everyone thinks ahke Casual
reading of this book may lead one
to think the disagréements are minor
Perhaps But some disagreements 1n
the book appear fundamental, such
as (1) the differences between Sir
John and others on the use of inter-
national prices and (2) the differ-
ences between Schuh’s advocacy of
uncouphng price and welfare poli-
cies and Willett’s argument that
prices do many things—only one of
these being to guide allocation of
resources

Further, the text does not indi-
cate if the participants accepted,
rejected, or simply 1gnored Schultz’
concept of optimum economic 1ncen-
tives that 15 set 1n the neoclassical
paradigm of maximizing utihty of
consumers One has a hunch that
Emery Castle 15 not completely

satisfied when he points out " a
different efficiency solution will
result If the tncome distribution 15
varned "’

The book makes- several impor
tant contributions The authors point
up the pervasiveness of distortions in
prices, but they also examine distor-
tions 1n such areas as administrative
decisions and public investments For
me, the book has a major lesson
Researchers should be doing much
more about measuring income distrn
bution effects of price polhicies They
need to examine seriously programs
justified on equity grounds Do the
programs undercut the realization of
equity as well as efficiency? Surely,
pohicies 'which sacnifice both efhi
ciency and equity should be 1denti-
fied and exposed Qur responsibility
here 1s a serious one

In Earlrer Issues

Ever since the Physiocrats—1766-76—declared that there were natural
taws which governed the operation of the econome system, economusts
have sought to discover what these laws were We have seen a procession of
theoretical systems—classical, Austnan, neoclassical, imperfect competi-
tion, Keynesian—each having its day and then yielding to another Some of
these schools had hoped to create permanent systems of economic thought
that would have universal validity

The historical school denied the existence of econormic laws, the rela
tivists declared 1t was impossible to construct a body of theory universally
true 1n both time and space Each system of thought, they held, was valid
only for a particular and defimte economic order As one result of all this,
today, economic theory is 1n a chaotic state—the despair of the professional
ecohomist and the laughing stock of the market place

Max J Wasserman

AER, Vol 1V, No 1, Jan 1952,p 30
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MODELS IN THE POLICY

PROCESS: PUBLIC DECISION

MAKING IN THE
COMPUTER ERA

Martin Greenberger, Matthew A
Crenson, and Brian L Crissey
Russeil Sage Foundation, New York,
1976, 355 pages, $15

‘Rewviewed by William'E Kost*

As society becomes more complex
and interdependent, its social and
economic problems become increas
ingly complicated Decisionmakers
need to comprehend the structure
and behavior of the sociceconomic
system to diagnose problems and to
propose and evaluate actions that
could lead to solutions They have
inereasingly turned for help to
methodologies based on mathemat:-
cal formulations of system interac
tions ldentifying a socioeconomic
system and its underlying structure,
and then representing 1t mathemat:
cally, 1s called policy modeling by
the authors of Models in the Policy
Process Public Decision Making 1n
the Computer Era

This book focuses on the role of
policy modeling and policy modelers
i the public decisionmaking process
The authors' basie approach 1s his-
torical, sometimes anecdotal They
concentrate on case studies that
show the development of particular
methodologies and describe how
models enter the public policy
decisionmaking arena They concen
trate on the political process of using
models, rather than on their techm
cal nature Thus, this 1s one ol the
few books on modeling that does not
require of the reader a strong techm
cal or quantitative background

The hook’s Nrst section provides
several brief, descriptive cases of the
thteraction of policy models,
modelers, and decisionmakers
(1) the Club of Rome Limuts to
Growth model, (2) gross national
product forecasting and the Laffer
Ranson model, (3) the program-
planning-budgeting system (PPBS)

*The reviewer 1s an agricultural
economist in the International Eeco
nomics Division, ESCS

movement, and (4) a Jamaica Bay
tidal estuary simulation

The second section contains one
of the clearer expositions I have
read of the relationships between
the “‘real world,” theory, method-
ology, data, and the formal model
The authors emphasize the idea
that a major advantage ol policy
modeling 1s that 1t forces one:to
think logically about a complex
situation They also emphasize the
important role of the modeler 1n
interpreting and promoting the
model This section ncludes a
chapter outhmng the histoncal
development of several method-
ologies for policy modeling
lmear economics, operatlons
research, statistical economics, urban
and regional development, and engi-
neering The authors look at the
reasons underlying each approach
and how each was designed Lo answer
certain questions as well as highlight
the imphcit biases of each

Probably other authors would
have come up with other categories
of modeling methodologies For
example, I would have included the
time series modeling of Box, Jenkins,
Granger, and others The categories,
however, are not the important issue
What 1s important 1s that methodolo
gies are shown to have been devel
oped to Nll certain needs and to cope
with specific problems Once this s
recognized, a good policy modeler
should be able to taillor methodolo-
gies to particular 1ssues Unfortun-
ately, as the authors point out, this
1s not always the case Individual
researchers tend to have ther own
favorite methodology which they
attempt to apply, with varying suc-
cess, to all situations

The third section of the book
details three case studies involving
the interaction of modeling with
policy The first case involves the

nse of systems dynamies—and the
controversy surrounding it—through
its applications documented n
Forrester’s Urban Dynamics and
World Dynamics end in Limuts to
Growth The authors center on
objections raised concerning the
validity of the model structure,
the conclusions reached, and the
absence of supportive data Particular
attention 1s paid to the system
dynamics econometrics methodology
controversy

The second case study involves
the parallel rise of large-scale com-
puters and econometric modeling,
as embodied 1n large-scale macro '
economic models This case study
emphasizes the methodology’s
reliance on formal economic theory,
data, and estimation procedures The
approach 15 contrasted with systems
dynamies The authors follow this
general discussion with a rather
complete genealogy of modern
macroeconomic models of the U 8
economy They start with Tinbergen,
follow through “the Klein hne,” and
culminate 1n the nstitutionahization
of models in large research-modeling
consuiting firms such as Data
Resources, Inc, Wharton Econo-
metric Forecasting Associates, and
Chase Econometric Associates, Inc

Finally, the authors consider the
hife cycle of the Rand Institute and
its relationship with New York City,
particularly with 1ts fire department
and heaith services administration
This case study emphasizes not so
much the methodologies used but
the pohitical and institutional envir-
ronment in which policy modelers
work

Decisitonmakers have high expec-
tations ol palicy modelers However,
authors feel that

the growth in the useful
application of policy models
to the problems facing gov
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The authors feel that a considerable

gulf exists between the decistonmaker

and the modeler regarding expectations

of realistic roles for models

ernment decision makers 1s

not keeping up with the

increase 1n either the.num-

ber or complexity of these

problems At the same

time, the use ol models for

political purposes 15 expand-

ing noticeably The use

of models to dramatize or

publimize particular points

of view 15 overshadowing

their use for the enlighten-

menl of policy makers (p

337)

The authors feel'that a considera-
ble pulf exists between the decision-
maker and the modeler regarding
expectations of realistic roles for
models The political setting ahd
nstitutional environment 1n which
models are developed and applied
becomes a key factor in hridging
this gap Because model construction
and use educates the modeler mare
than the decisionmaker, modelers—
especlally those who speak for a
model—often prove more important
than the model 1n determining how
or if 1t 15 used Therelore, recom-
mendations for improving the poten
tial of policy models should inelude
emphasis on education, communica-
tion, and 1nstitution buillding Deci-
sionmakers must better understand
the capabilities and limits of models
and expend more effort communicat-
ing their problems and objectives to
the modeler

The modeler needs to develop
models for problem solving rather
than as an academic exercise Results
must be presented 1n a Limely
manner, be clearly communicated,
and keyed,to the client, if they are
to have any impact on decision
processes

The authors see two other sericus
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(and related) def|c|en5:|es in palicy
modeling Professional standards for
modeling are virtually nonexistent
Documentation standards for data,
assumption specifications, model
structure, programs, validation, and
results do not exist This severely
hampers effective use The authors
also find that modeters build or work
on their own models and pay little
attention to others’ models This
phenomenon 1s reinforced by the
modelers’ behef that specific models
have te be built for each specific
problem, and by the professional
reward gystem recogmzing individual
innovative work as opposed to group
efforts or to a series of margmal
extensions of others’ models This
situation not only hinders the devel-
opment of modeling standards, but
it also hmits a model's useful hife

Whal are needed, the authors
strongly beheve, are “living"' models
with long life spans These models,
as they are improved and expanded,
are more likely to aid 1n the analysis
of the complex and interdependent
socioeconomic problems that face
society To give models a lhife of
theirr own requires developing orga-
nizational frameworks in which these
models can exist It also requires
changing the prolessional reward
system 50 that model mamtamers
and analyzers, as opposed to model
builders and users, are rewarded for
doing the day-to day work necessary
to keep models viable Modeling
efforis musi be additive

Anyone interested 1n modeling,
etther builders or users, will find
this book fasemating It does not
teach how to model [t does, how
ever, give an excellent perspective
on the environment 1n which models
are bemg used and on some of the

problems faced by policy modelers
For economists, the chapter on
macroeconomic modelmg alone
almost Jjustifies picking up thys book

In Earlier Issues

Zoning originated and developed
in crowded cities Its basic regula-
tions were designed for urban ends
Pioneers in the field of rural zoning
took these basic raw materials and
shaped them to serve the rural com-
munmty In the early twenties,
Wisconsin and 1n a few other States,
rural communmties began to adopt
zoning techniques for protecting
rural values on that day’s more
restricted urban fringe During the
following decade, they established
forestry and recreational districts
to help bring order out of land-use
chaos 1n the cut over areas of the
North Central States More recently,
in the open country and on an
expanded urban fringe, which some-
fimes extends 30 to 50 miles beyond
city himiuts and often overlaps fringe
areas of neighboring cities, many
rural communities .are exercising
zoning powers to guide residential
growth, to assign commercial and
industrial activities to designated
areas, and to preserve the safety-and
carrying capacity of their highways

Rural people 1n inereasing num-
bers are recognizing the value of rural
zonung as one'available regulatory
measure for protecting their commu-
nity and for guiding 1ts growth

Erling D Solberg
AER, Vol III, No 4,
QOct 1951,p 135




ECONOMETRIC MODELING
OF WORLD COMMODITY
POLICY

F Gerard Adams and Jere R
Behrman, editors, Lexington Books,
Lexmgton, Mass , 1978, 223 pages,
$17 95

Reviewed by Jack Rower*

Adams and Behrman have pro-
duced a book that provides some
thing for everyone interested in
international agricultural policy and
econometric modeling of commodi-
ties The chapters are research papers
that present preliminary results of a
broad-baged study evaluating pohey
strategies for stabilization of world
commodity markets The major
objective 15 to discover and develop
general principles about commodity
markets that can be used to formu
late optimal policy strategies

The specific policy 1ssues exam
ined are the strategies for imple-
menting the Integrated Commodity
Program proposed by the United
Nations Commission on'Trade and
Development (UNCTAD) UNCTAD’s
policy objective 1s to minimize price
fluctuations of agncultuzal and other
nonpetroleum commodities through
multinational government market
intervention The purpose of model-
ing 1nternational commodity policy
15 to aid policymakers 1in choosing
“best” ar “least detrimental” policy
mstruments to achieve stabilization
goals The goal of policy modehing
1s to create, as Adams states, a tool
that will generate logically consistent
scenarios simulating outcomes of
commodity policy applications

The chapters trace the policy
modeling process chronologically
This process falls mto three general
categories methodology, implemen
tation, and simulation analysis

Methodology defines the logical
framework in which policy modeling
occurs Model building begins with

*The reviewer 15 an economist in
the International Economics Division,
ESCS

theoretical specifications of a com-
modity market structure Economic
theory provides the basis for abstract-
ing the complexity of commodity
markets and reducing, as much as
possible, webs of interactions into
a set of relationships that describe
the economic underpinmngs of the
market

The empincal part of model
specification 1s critical to the devel-
opment of a useful simulation model
In this stage, the theoretical model
15 translated into an empirical model
No matter how well a commodity
model 15 specified 1n terms of
economic theory, there 15 no guaran
tee that an empirical model based on

In Earlier Issues

Diminishing returns i1s present in
the feed-egg relationship But the
maintenance part of the ration 15
large and hens are fed in flocks This
leads to the conclusion that a total
curve of dimimishing physical return
can not be experimentally distin-
gumished from a straight line Full
feeding 18 usually most proNtable for
egg production Practical feeding 1s a
matter of dead reckoning

Peter L Hansen

and Ronald L Mighell
AER, Vol IV, No 1,
Jan 1952, pp 2and 7

1t will yield useful resulis Accuracy
relies on such factors as the availa-
bility and quality of data required, as
well as proxies, that 1s, substitute
vanables that can be used where
appropriate data are unavallable
Adams notes, for example, the lack
of reliable stock data for developing

countries Detailed modeling of crops
such as colfee or food and feed
grains 1s difficult because of the lack
of data for countries which are major
market participants

Specification of the empirical
model must not only predict and
describe the commodity economy,
but must also handle the decision
making process Marnana, an associate
author, addresses this 1ssue 1n chapter
4 with a luaid discussion of contral
theory and its value as a hinkage
between the empirical predictive
model and the decision process of
policymakers Control theory acts
as the mathematical medium in
which the commodity market struc-
ture 15 handied as a state vanable
{that 1s, the way things are), whereas
the policy constraints are contained
1n a control vanable This technmique
15 a recent innovation 1n apphed
economics, one that should prove
interesting to apricultural economists
Using control theory, the econo-
metric modeler can create many
policy scenarios quickly, with a high
degree of internal consistency

The world coffee model exempl:
Dies an 1nternational stochastic com-
modity pohicy model that 1s dynamic
and that ncorporates both the
production and consumption market
structures

Chapter B, an exhaustive bibliog-
raphy of current commodity models
and related Literature, 1s in itsell a
reason to read the book The bibliog-
raphy, compiied by commodity,
represents a handy research tool

Persons seriously 1interested in
international agricultural commodity
pohicy or modeling will find the book
helpful Ii presents clearly the policy
problems involved 1n the UNCTAD
imitiated Integrated Commodity
Program, as well as the problems and
techmques with which the apphed
economist must deal
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ECONOMIC REALISM

Chastain, E D, and Raymond Ratland,
editors, Craftmaster Printers, Inc ,
Opelika, Alabama, 1978, 245 pages,
$6

Reviewed by Gerald Schiluter*

Messrs E D Chastain and
Raymond Ritland deserve an award
for courage Percewving a void of real-
istic views on economic phenomena
other than those provided by “the
helpful textbook, the usual readings
book, or the lormal and informal
oral commumncation,” they commis-
sioned a series of articles to provide
these ‘‘realistic’ views As if this
were not courageous enough, they
go on to state that ‘“‘the present-day
world seems to have lost some of 1ts
objectivity earlier associated with
academe life and the procedures of
science "' Therefore, they have tried
to solicit “‘realistic, objective views
on several economic topics of greatl
importance in everyday hife '’ As one
would expect, Economic Realism
does not meet these high standards

Nonetheless, this interesting set
of papers covers topics that exceed
the range of most nonsurvey under-
graduate courses 1n economics These
topics include capitalism, Adam
Smuth, economue leadership and com-
munication, economic forecasting,
the Great Depression, the persistence
of inflation, business cycles, the com-
petitive structure of the American
economy, the challenge to the free
markel economy, John Maynard
Keynes, the Davis-Bacon Act, farm
price supports, international eco-
nomics, economic development,
systems analysis, and the potential
for economics research

In a book of this type, the authors
can achleve objectivity either by
imposing the desired standards of
objectivity upen the individual
authors or by balancing the number
of subjective articles Although many

*(Jerald Schluter 1s an agricultural
economist with the National Eco-
nomics Division, ESCS
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articles in this book have a free mar-
ket tilt, editor Chastain coauthored
an article on Keynes and Keynesian
views that fairly presents the govern-
ment ntervention 1n the market
system view of economic aflairs

To achieve objectivity, the editors,
therefore, chose a third alternative
Readers may agree or disagree
philosophically with individual arti-
cles, but most would concur that
individual articles are not balanced
and the overall mix leans heavily
towards the free market view Yet,
by the end, the reader has been
exposed to alternative views of the
economic system

Only one article 15 an oulnight
advocacy piece One wonders why
the editors included the near propa-
ganda by Shirley Smith and Ritland,

who advocate repeal of the Davis-
Bacon Act, n a sel of readings chosen
to provide economucs students with
an objective view ol economic events
Some articles oversimplifly eco-
nomic problems In his highly
entical study of Government farm
programs, Chifton Luttrell rather off-
handedly dismisses the problem of
factor immobihity Ritland n his
article, “‘Capitalism, Past, Present,
and Future,” chastises labor umon
members for *‘economic shortsighted-
ness’' in resisting innovations Yet he
simultanecusly cites the effectiveness
of the buyers’ strike against meat
products in 1974 as an exampie of
consumers’ self restraint that had the
desired effect of lowering prices
One could argue that the 1974-75
recession also reduced demand for

In Earher Issues

In addition to his reputation as an original penetrating economic
analyst, Professor Abba P Lerner i1s widely known as an indelatigable and
persuasive expositor af the economies of John Maynard Keynes Although
his analysis 1s penetrating, it will hardly be convineing to the skepties, but
he [inds it “‘necessary to remind almost everyone that the human race 1s
not noted for the promptness with which 1t acts collectively to adopl rea-
sonable methods ol dealing with 1ts problems ”

James P Cavin
AER, Vol 1V, No 1,dan 1952,p 22

A A A

Direct Federal atd to agriculture has been a part of our national poliey
since the passage of the Agricultural Marketing Act of 1929 which, among
other things, brought the Federal Farm Board 1nto being The great depres-
sion brought further efforts to assist farmers as a part of a general program
of econormc recovery Since then, the people of this country through their
Government have been accepling an increasing responsibility for the
protection of all the people from the harsh wtnds of economuc adversity

C Kyle Randall
AER, Vol IV, No 1,Jan 1952,p 29




beel Butif one grants the effective-
ness of the buyers’ strike and
observes the current higher beef
prices resulting trom the herd reduc-
tion following the 1974 drop
cattle prices, one wonders 1f Ritland
was not inadvertently guiity of eco
nomic shortsightedness

At times the free market rhetone
borders on a callousness and paternal-
1sm more characteristic ol economie
writers in sympathy with active Gov
ernment involvement in the economie
system For example, from an other-
wise informative article on the
Brazilian developmental experience,
Marshall Martin and Julian Atkinson
wrile

But progress came at the

cost of individual and politi-

cal freedom for many On

the other hand, one must

assume that those who make

up lhe lower socio-economic

classes had hittle to lose and

they are, in general, better

off 1n terms of jobs, wages,

and social services, including

education

inclusion of this book on a sup-
plemental reading lList for an under-
graduate economies class would help
to balance those economic readings
which advocate a more active Gov
ernment role 1n the economac system
Some of the articles are quite good
Arthur Burns’ treatment of the 1961-
75 periad as one long business cycle
offers a contrasting interpretation
to Dorathy Sherlings's and E D
Chastam'’s view of the first half of
this penod as one v which Keyne-
si1an economics was emphasized
and regarded as effective

Thomas Humphrey provides a
thoughtful treatment of the per-
sistence of nflation and leads
into Burns’ paper Hugh Macaulay

and Bruce Yandles in '“The New
Competitive Structure of the Amen
can Economy," after struggling to
prove the existence of competltlén mn
our current economy considenng the
product or brand level rather than
the industry level, give an excellent
discussion of the role of Govern
ment regulation in influencing the level
of competition John Lee provides
a useful overview of economic fore
casts and forecasting These papers
warrant thoughtful reading by both
professional economists and students'
The paper I judge the best was
curtously placed at the end of the
book In writing “The Potential For
Economices Research,” Clark Edwards
has provided an excellent framework
in which to strive for an objective,
realistic view of economic topics, the
goal which Messrs Chastain and
Ritland had set forth The book 1s
worth reading for this article alone

In Earlier Issues

The importance of cooperation between statisticians
and economusts 1& emphasized An economist should
formulate his theories so as Lo permit measurement, and
the statistician should develop 'a desire to measure
relevant things "

R J Foote
AER, Vol IV, No 1,
Jan 1852, p 23




FOOD AND SOCIAL POLICY, I
PROCEEDINGS OF THE 1976

MIDWESTERN FOOD AND SOCIAL

POLICY CONFERENCE

Gary H Koerselman and Kay E
Dull, editors, lowa State University
Press, Ames, 400 pages, 1978, $8 95

Reviewed by Thomas A Stucker*

The Midwestern Food and Soaal
Policy Conlerence held October
21-23, 1976, in Sioux City, Iowa,
brought together public and pnivate
agribusiness leaders, academicians,
farmers, and consumers Many of
the papers published in these
proceedings were presented by agn-
business leaders

Food policy and the context in
which it functions are the major
themes of the conference proceed-
ings They begin with articles on
food and the future of civilization,
and move through such issues as land
tenure, domestic and mternational
distribution of food, regulations and
agreements affecting food distribution,
and the priorities involved in main
taining a productive agricultural base

Given this range of issues, the
book represents an admurable over-

*The reviewer I1s an agricultural
economust 1n the National Economics

Diwviision, ESCS

view Short summaries of each
chapter provide a linkage between
the separate papers The overview
nature ol the articles means that
single 1ssues are not treated in depth
Those who want more detail about
specific components of the food
system and factors affecting 1t should
refer to sources with a more narrow,
detailed focus

The late Currier Holman, deliver-
ing the keynote address, expressed
his belief that world hunger problems
cannot be solved until foad distribu-
tion 15 improved He views the basic
challenge to policy workers as that of
understanding “interaction of the
parts, which n general are the food
industries, the governments, and the
publics at large (both domestic and
foreign) "

The growing imhalance between
supply and demand raises moral and
ethical questions about food use and
population growth Holman views
both specialists and generalhsts (1nte-
grators) as necessary ih resolving
food problems *‘a solution to the

[ood problem must encompass a
multitude of technical diseiplines,
both broad and narrow, that together
are as comprehensive as civilization
itseif ™ Politicians are generahsts and
synthesizers, and Holman urges that
they be trained as professionals in
these skills Although this would
certainly be desirable, reality dictates
thal other criteria enter into the
pohtical selection process

Holman concludes on what he
calls a pessimistic note, but he urges
positive action In his view, food 1s
related directly and nextricably to
petroleum The current petroleum
use rate cannot be sustained, which
in turn mphes future reductions 1n
food availlabihty unless the energy
problem 1s solved Holman admon
ishes that we should act now to
resolve the worldwide problems of
shortages of food and natural
resources

The proceedings, although not
providing detailed solutions, do set
forth an interesting perspective on
food and socal policy

In a substantial number of fields in economics
both theory and empirical research have reached, 1f
not a dead end, at least the area of sharply dimin-
1shing returns An attempt at radical departure
from traditional forms of analysis should be wel-
Before the findings of one discipline can
become the tools of another, i1t often proves neces-
sary to overcome a certain disciphinary chauvinism

come

Gustav F Papanek
AER, Vol III, No 4,
Oct 1951, p 150

in Earlier Issues

Adon Poli

Attitudes of owners influence the use and man-
agement of land All kinds of individuals and agen
cies own forest land They keep 1t for different
reasons, only one of which may be growing timber
Studies furnish knowledge about the people who
own the lend This knowledge helps those who are
responstble for administering policies of forest
land to do a better job

AER, Vol IV, No 1,
Jan 1952, p 8
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RESEARCH BROKERAGE
THE WEAK LINK

The process by which social
science knowledge gets from the
producer to the consumer is worth
examinng The producer of social
science knowledge rarely deals direct-
ly with the consumer Two broad
categones of intermediaries can be
identified—academic and research
broker Academic intermediaries
have a flair for interpreting the tech-
nical findings of thewr colleagues
After the findings are in the public
domain, 1t 15 up to research brokers
to present them for the use of
policy makers The research broker
15 invariably the crueal point of
transmission It is: the moast hkely
breaking point It is also the point
of leverage for getting repairs when
the system breaks down

In the Executive Office of the
President 1s the model for all
aspiring research brokers—the Coun

cl of Economic Advisors In the
executive departments, most of the
older departments have research
bureaus—the Department of Labor’s
Bureau of Labor Statistics, the
Department of Agriculture’s Eco-
nomic Research Service * the
Department of Commerce’s Bureau
of Economic Analysis and Bureau
of the Census, to name a few These
bureaus are some distance removed
from the department heads so there
15 1n most cases an individual who
with a small staff serves as a link
between the department’s research
orgamizations and 1ts policy makers
An example 15 the director of
agricultural economics in the

*Editor's note—Predecessor agency
of the Economics, Statistics,
and Cooperatives Service

Department of Agriculture The
director 15 the research broker who
15 in the mnermost circle in the
Department’s  decision-making
process Baclking up the director
15 the Economic Research Service,*
which not only has a thousand
researchers on its own payroll but
also has links with a network of
researchers 1n the land-grant col-
leges Every department and bureau
admimstering social or economic
programs needs a research broker
to serve in a capacity like that of
the Department of Agnculture’s
director of agricultural economics

Excerpted from Knowledge and
Policy The Uncertain Connection
{1978), p 126, with the permis-
sion of the National Academy of
Sciences, Washington, D C

In Earlier Issues

ESCS 15 a unique nstitution as a body of social scientists in this town
It has a great opportunity to help broaden Government's role 1n food and
agricultural policymeking Not only can ESCS service USDA, but I can see
a certain advantage m its keeping some distance between iteelf and the
Department Obviously, to remain part of the Department, ESCS must be
responsive to the policymaking apparatus in USDA Yet 1t cannot take as
an excuse to build 1n 1solation from reality 1n addressing relevant questions
It makes some gense for ESCS to have credibility as an mstitution, and
that might call for a httle bit of distance

Lynn Daft, “Implications for Domestic Pohicy,”
Agricultural-Food Policy Review Proceedings

of Five Food Policy Semunars, Econ , Statis , and Coop
Serv,US Dept Agr, AFPR-2, 1978,p 15

’
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