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RESEARCH REVIEW 
CHRONIC INFLATION Ai~D THE GNP 

By Alan R. Bird* 

inflation and recession have long 
been considered mutually exclusive 
However. I suggest that chromc ID­

flatlon, the mcreasmgly Important 
conditIOn of the seventies and the 
eighties, IS not the OPPOSite of 
chronic recessIOn The faIlure to 
recognIze this difference between 
chrome and cychcalmflatIon and 
the associated efforts to "cure" 
mflatlOn by tradltlonal'means in­

tensify chrome mflabon 
Chromc mfiatlOn occurs when 

large, widespread, uneven, and 
frequent.prIce Increases persist 
to the extentJhat they ar_e gl3ner­
ally expected to contmue They 
persist because of structural 
changes and attitudes beyond 
changes 10 the money supply, 
although the money supply Itself 
becomes mcreasmgly open ended 
as more gQods functIOn as, and 
increasingly substitute for, tradl­
t'lonal money as a store of value 

Structural changes and attitudes 
undermme incentives for mcreased 
resource use and resource produc 
tlVlty to the pomt of pre,,'p,tatmg 
chronic recessIOn A !lotable struc­
tural change IS the reduced mobIlIty 
of skilled, expenenced, and poten­
tially the most Innovative members 
of the labor force due to vested 
Interests ID pensIOn plans and other 
perquIsites specific to thelf respec­
tive employers, publ~c or pnvate 
This can reduce ~he IDcentIve to 
mcrease prodUctiVity, salary scales 
are compressed for this group 
Feather beddmg can exacerbate 
this problem Busmesses tend to 

"'The author IS an economist 
With the Economic Development 
DIvIsion, ESS 

Invest 10 appreclatmg Items, such 
'!5 reaJ estate and inVentories, at 
the expense of bUYIng new equip­
ment 

In tum, chromc recession mter­
acts With chromc mflatlOn so that 
they occur JOIntly This explaInS 
the Irony of attemptIng to cure 
chromc mfiatlOn With recession 

Chromc mfiatIon and chromc 
recession must be curbed together 
The role of the money supply alone 
becomes mcreasmgly complex 
When Inflation and recessIOn co­
eXist, IS It more Important to In­
crease or decrease the money 
supply or keep It the'same? Struc· 
tural, attltudmal, and Institutional 
changes have an intUitively larger 
role So does mfonnabon on these 
changes and their effects on mfla­
tlOn 

Price mdlces, such as those for 
consumer and producer pnces, have 
come under attack as untrust­
worthy measures of inflation A 
slower Increase In the Consumer 
Price lndex IS unlikely to mdlcate 
success In curbmg chromc mfiatIon, 
unless this change IS accompamed 
by other changes that show m· 
creased resource productiVity and 
resource use, mcludmg Increased 
labor utIhzatlon These changes, 
In turn, should lead to an Increased 
rate of real national economic 
growth Thus, a rehable measure of 
national economic growth IS crucial 
to an adequate momtormg and 
understandmg of mflation Yet our 
acceptance of the Gross NatIOnal 
Product (GNP) as the pnme indICa· 
tor of natIOnal economic growth, 
even after the onset of chromc 
mflatlOn, may be a cruclallmpedJ 
ment to our understandmg of 
chromc inflatIOn and mterrelated 
chromc recessIOn 

The standard national statIStiCS 
show an average annual gam In cur 
rent GNP of about 974 percent, 
from $935 5 billion 10 196!! to ­
$2,3688 billion 10 1979 The 
correction to 1972 pnces shows a 
much smaller. but ImpreSSive, aver­
age annual gam of about 2 87 per· 
cent from $1,078 8 billion 10 1969 
to $1,4316 billion 10 1979 ThIS 
Imphes an annual mflatlOn rate of 
6 87 percent that, I suggest, m· 
eludes the chromc component that 
might be called the "core" rate 

As population growth has 
slowed, converting real GNP to 
real GNP per capita would Increase 
the estimated real growth rate, 
although there ale offsettmg can 
slderatJOns, such as the uncounted 
Illegal Immigrants Yet per capita 
real GNP overestimates U S eco­
nomic progress In the seventies and 
thus works agamst solvIng the prob­
lem of chromc InnatIOn 

Current GNP IS, of course, the 
sum of the quantities of all fmal 
goods and servJC"'S for the latest 
year times their respective current 
prices GNP 10 1972 dollars (real 
GNP) IS the sum of the quantities 
of all new goods and servIces for 
each year times their respective 
1972 pnces 


I suggest that events dunng the 

last decade underscore the well­
recogmzed need to revise the real 
GNP to account for major changes 
In the quality of goods and services 
that are not reflected In pnce 
changes Under changes In qUality, 
l mclude traditIOnal changes such as 
those that affect the durability of 
an article I also mclude the remaID­
Ing changes In socml and economic 
conditions that have accompsOIed 
chromc mflatlOn and could be 
expected to change people's per-
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ceptlOns of theIr levels of living 
The fonner changes are, more or 
less, mcluded In routme updates 
of GNP estimatIOn procedures, 
although perIOds of gross change 
are less easily aSSimilated this way 
The latter changes, the ones I con 
tend have been dommant In the 
last decade, have not been ac­
counted for, as such an accountIng 
would requIre basIc changes III the 
conventions associated with the 
calculatIOn of the GNP 

These events aJso call for two 
further reVISions In real GNP These 
reViSIOns would account for (1) In­
flatIOn-induced changes between 
prices of currently purchased goods 
and sefVlces and those purchased 
preVIOusly and (2) mflatlon-mduced 
changes between pnces of goods 
and semces counted m the GNP 
and other goods and serVices, such 
as land, that are traded III cammer 
CIW markets but not counted 10 the 
GNP The result would be a concep 
tuaJ "true real GNP" that, I suggest, 
would graph as a hOllzontal, or 
even a dechmng, curve over the last 
decade 

SOCial change In the seventies 
was suffiCient to mislead those who 
compare Consumer Pnce Index 
values m 1979 wIth those m 1969 
FIfty-five percent of eligIble adult 
women are now 10 the labor force, 
compared WIth 40 percent m 1970 
and 35 percent m 1960 ThIS 
change may partIally reflect efforts 
by familIes to main tam thell level 
of living III the face of Increased 
mfiatlOn From 1970 to 1979, 
the ratIO of all those currently 
divorced to those currently married 
doubled, from 47 to 92 per 1,000 
persons, and the percentage of 
chIldren under 18 hVIng With one 
parent rose from 12 to 19 These 

changes suggest a major IDcrease 
III the quantity of services traded 
In commerCIal markets, formerly 
proVided Within famlhes or volun­
teered to society With no charge 
recorde-d III the public accounts, 
along With a likely Increased de­
mand for new services such as TV 
dmners 

The average quality of some 
consumer goods and servtces may 
have declIned For example, even 
after we allow for Increases In 011 
pIIces, consumers are paymg for an 
mfenor petroleum product, com­
pared With a decade ago There are 
fewer chOices Some octane levels 
and kmds of gas are not generally 
and consistently avaIlable Many 
statlOns proVide no regular mam­
tenance or repaIr, not even the 
change or repall of a flat tile Some 
even charge for "aIr" "Self-service" 
IS more common, but With a negll­
glble price dIfferentIal Other ex­
amples of q uahty decline come 
readIly enough to mmd QUalIty 
IS Increasmg m some goods and 
semces, but these Improvements 
are Increasmgly offset by declmes 
m other goods and services 

The recent low level of busmess 
fixed mvestment IS a factor In our 
resource productiVity slowdown 
However, parallel changes III the 
quahty of Investment have oc­
curred Two examples are "the 
apparent malnutIltlOD of our re­
search and development effort" and 
"the effects of escalatmg govern­
ment regulation ,,1 The latter are 
thought to dilute further the 

amount of mvestment dIrected 

toward mcreased production of 

goods and services for commercial 


markets Offsettmg SOCial benefits 
do not necessanly result III In­

creased net total benefits to SOCI 

ety Chromc mflabon Itself can 
compound thIs quahty dechne by 
dlscouragmg needed long-term m­
vestment and dpJertmg funds to­
ward asset appreciatIOn 

Resldenbal housmg IS another 
significant component of mvest­
ment that IS subject to quality 
changes As buymg a house for cash 
IS not generally an optIOn, compan­
sons of true housmg pnces must 
mclude mcreased fmancmg costs 
associated with Increased mflatlOn 
Moreover, mortgages are generally 
less assumable The qualIty of work 
and materials, and assocIated maIO­
tenance costs, while not easliy mea 
sured, are potentially significant 
mfiatlOnary factors Bussmg, m­
creased energy costs, Increased 
hazards from energy and chemicals, 
and the changmg age structure of 
the population and associated 
school opemngs, cloSIngs, and con­
solIdatIOns have affected the aver­
age quahty of new hOUSIng, parbcu 
larly by dlstortmg loeatlonal advan­
tages, In ways umque to the seven­
bes and eighties Changes In market 
pnces do not necessanly reflect 
these major changes In hfe style, 
espeCially as earher choices are no 
longer available 
avaIlable 

Government purchases of goods 
and services are valued conven­
tionally at "cost," and thiS cost 
makes no allowance for quahty 
changes It IS not discounted for 
defiCIt spendmg, although thIS 
spendmg has probably added to 

InflatIOn or lowered the capital 


I Burton G Malklel, "Produc 
tlvlty-The Problem Behmd the 
HeadlInes," Harvard BUSiness Re­
VIew, May-June 1979, p 82 
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intenSIty of producllon or both 2 
The sWitch to a volunteer military 
force, for example, has evoked --­
widespread concern about defense 
preparedness Does each dollar of 
military expenditure buy what a 
comparable dollar would have 
bought In the days of the draft? 
The admlDistratlve costs of safety 
and envIronmental regulations need 
to be deflated m h!.le With any net 
reducnon In productIVIty that they 
cause Conventional real spending 
on educatIOn and training has in­
creased greatly, yet tbe quality of 
these services IS questioned 

Chrome mflatIon creates two 
further needs to qualify the pnce 
component of real GNP Under 
conventIOnal procedures, current 
GNP IS corrected to real GNP by 
pncmg current quantities of final 
goods and sernces at some histone 
or base pnce However, chrome 
mnatlon Itself tends to cause final 
goods and sel'Vlces to appreciate 
A new durable good bought In 

1972 would not depreCIate so 
rapidly as Without chromc Inna­
tlon AlternatIVely, If a new 1972 
good were available In 1979, It 
would sell for more than tbe 1972 
pnce adjusted up to the 1979 pnce 
level Because of chromc mflatlOn, 
the 1972 new good was actually 
underpnced In 1972 for consump­
lion In 1979 Thus, the updated 
1972 pnce sbould be higher tban 
sb~wn by the base 

Another convention assoclsted 
With calculating the GNP distorts 
the results In a tlIDe of chrome 
Innatlon Land and other natural 

2 Martin Feldstem, uFlscal 
Pohcles, Inflation, and Capital 
Formation," American Economic 
Reulew, Vol 70, No 4, Sept 1980, 
p 647 
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resources, works of art, and other 
collecllbles are not currently in­
cluded In thiS calculatIOn nor were 
they In the past Yet, the more in­
tense the chromc InnatlOn, and the 
more It IS expected to contmue, 
the higher the value of these assets 
relative to goods and services 
counted In the GNP Although 
these assets are not counted dllect­
Iy, they are traded In commercial 
markets In competition With goods 
and serYIces that are counted In 
fact, Increased demand for such 
assets IS a feature of chromc Inna­
tlon The pnces of Items counted 
In the GNP relative to asset values 
are, therefore, dlmmlshed. by thl:S 
progressive mcrease m asset values 
Yet, the pnces of new goods 
counted In the GNP In years s~b­
sequent to the base year (1972) 
are not corrected for tblS asset 
appreciation m successIVe years 
The more mflatlon persists and 
mtenslfies, the greater would be 
the correction for thlS pnce change, 
and the more the curve showmg 
real GNP would tend to natten 
or dechne over time The most 
slgmflcant asset appreciation for 
the average worker IS that of hiS 
or her home To realize on thlS 
asset, however, he or she would 
need to sell that home or borrow 
on It more heaVily, actIOns that 
would tend to mcrease the money 
supply The bUSinessman or woman 
would have more Incentive to buy 
assets as an In nation hedge than to 
buy plant and equipment that en­
hance labor productIVIty And tbese 
actIVIties would likely fuel further 
mflatlon 

To summanze, conventional ac­
countmg and estimation procedures 
used to denve real GNP probably 
result In a measure that progres­
Sively diverges from the real level 

of liVing of most families under 
chromc mflatlon ThiS divergence 
may be large enough that correct­
Ing for It would reveal a real level of 
lIVIng over the last decade tbat has 
stagnated or declined and would 
thereby define a chromc recessIOn 
paralleling chromc inflation In­
creased, chromc underutlhzatlon of 
labor IS thus an expected feature 
of chroDie mnatlOn. as are reduced 
mcentlves and productiVity for 
skilled. expenenced, and poten­
tially the most innovative members 
of tbe labor force Underemploy­
ment of the labor force and under 
utlhzation of national resources 
can tbus be expected to intenSify 
as chrome mnatlon contmues, al­
though the assOCiated changes In 
unemployment rates may be more 
erratic due to the likely limited 
reliability of tbe unemployment 
rate as a measure of labor utlllza· 
tlon Incentives for Increased 
productlVlty-onented Investment, 
compared With appreciation m­
vestment, may likewISe be aamp­
ened The coexistence of progres­
Sively more Intense chrome mfla­
tlon and recession suggests that 
changmg the money supply, even 
tOlthe pomt of worse.Dlng a reces­
Sion, Will never alone curb chromc 
mfiatlOn and may worsen It Par­
allel efforts to Increase work in­

centives, enhance resource pro­
duCtIVlty, mcrease the average 
quality of output, and'lncrea·se 
the utilization of all natIOnal 
resources, mcludmg labor and 
management, have an Impbed 
larger role ID curbmg chromc 
mflatlon The success of these 
efforts would depend on accom­
modatmg to major SOCial and 
mstltutIonal changes, some of 
which may now be remforcmg 
chrOniC IOflation 



MERGING RESOURCE DATA FROM 
DISPARATE SOURCES 

By Linda L. Hagen and Paul T. Dyke· 

Enmonmental cost-benefit Issues 
have been gammg Importance In 

congressIOnal legISlation and In 

public opllllon In response, com­
p�ex interdISCIplinary modeling 
efforts have evolved These models 
may be multlobJective and multl­
resource In scope They require 
comprehenSIve data bases For 
example, determmahon of crop 
Yields depends on SOil characteris­
tiCS, clImatologICal factors, water 
balance charactenstl(s, Irrigation 
and management pmctlces, available 
nutnents, and other phYSIcal factors 
To place a value on those YIelds, 
analysts need economic data on 
costs of productIOn and crop prICes 
SoIl erosIon changes the physIcal 
charactenstlcs of the SOIl It also 
changes the costs of production as 
conservatIon practices are adopted, 
and use of mputs, such as fertilizer I 
Increases Therefore, a complete 
study of the effects of SOIl eroSIon 
on crop Yields, and thell costs, 
would reqUIre both phySIcal and 
economic data bases 

Analysts of natIOnal enVlIon­
mental and natuml resources policy 
reqwre detaIled cross-sectional data 
that are nationally conSIstent Mas· 
SIVe amounts of data are avallable 
from vanous data collection efforts 
However, surveys are often deSigned 
for speCifIC purposes, which Imuts 
use of the resultant data Two types 
of survey InadequaCies are common 

(1) 	 EconomIc (phYSIcal) surveys 
do not contarn phYSIcal 
(econonuc) data or locatIonal 
codes matchable With eXlst­
109 physlcal'(economlC) 
data 

*The authors are econornJsts With 
the Natural Resource EconomiCS 
DIVISion, ESS 

(2) 	 EconomIC (phYSIcal) surveys 

contammg phySIcal (eco· 

nomic) data may not use 

geographiC boundanes, umts 

of measure, or loeatlonal 

codes conSistent With eXIst­
109 phYSIcal (economIc) 

data bases 


AddItional surveys to collect the 
mformatlOn needed would be costly 
a-nd tune-consuming Furthermore, 
policy questIOns often reqwre 
Immedl8te responses Given these 
t!rDe and budget constraints, coreat· 
109 a synthetiC data hie IS sometimes 
the only feaSIble alternatIve A 
synthetiC file 15 one created "by 
mergmg two or more eX15tmg ones 
[files1 that, between them, contain 
the needed mfoImatJon" (12)1 
ThIS IS accomplIShed by matchmg 
selected codes or characteIlshcs In 
eXlstlOg data files The synthetIC 
resource economic data file IS one 
procedure that can be utilized as a 
partial substItute for a comprelren· 
sive data base 

USDA personnel created a ",. 
source economic data file by 
matching and merging data from 
SIX disparate sources Here we 
dISCUSS the steps by whIch the new 
data base was generated 

BACKGROUND 

The Soil and Water Resources 
ConservatIon Act of 1977 (RCA) 
was 8 congressIOnal mandate to 
USDA,calllng [or evaluation of 
USDA SOli and water conservatIOn 
programs As part of the RCA 
appraISal effort, we developed a 

I ltalJClzed numbers m paren­
theses refer to Items m References 
at the end of thIS article 

YIeld/soIl loss sImulator (4,7,8,9, 
18) Earlier studIes of erosIOn 
effects had been perfonned for 
speCIfic SJtes or nver baSIns Esti­
mation techruques vaned widely. 
thus, results are not easIly compared 
Furthermore, these 41verse results 
could not be aggregated for use at 
the natIOnal level Our analYSIS was 
the [lrst attempt to e~aluate the 
effects of 5011 eroslon'by use of a 
natIOnally consIStent data base and 
model The simulator was mcorpo­
rated Into the structure o[ the 
NatIonal AgrIcultural Lmear Pro· 
gmmmmg Model located at Iowa 
State Urnverslty (11 , 18) 

To Isolate the effects of erosIOn 
on productiVIty, we modeled Yield 
as a function of SOIl characterIStics 
Although the YIeld model was rela· 
tlvely simple, Its data requIrements 
were not The reqwred data were 
located In SIX files Creation of the 
merged data base (see fIgure) 10· 
volved the [lrst apphcatlon o[ the 
concepts utilized In the Land and 
Water Resources and Economic 
Modeling System'(LAWREMS) 
LAWREMS IS an informatIOn 
system of computerized data and 
models which was designed to 
promote use of data from dIsparate 
eXlstmg sources (3, 10,13) 

THE PHYSICAL DATA: 
SOIL CHARACTERISTICS 

The Soil ConservatIon Sernce 
(SCS) Soli Surueys (19) Identify 
and classify the sou seIles m a 
county and descnbe the SOIl'S char· 
actenstlcs, formation, and morphol­
ogy They prOVIde information on 
capabilIty groups,sultablllty ratmgs, 
and management needs of solis by 
land use, such as cropland, range, 

AGRICULTURAL ECONOMICS RESEARCHNOL 32. NO 4, OCTOBER 1980 45 



- - --- -- - - --

-----

~ ~ ~ 

5 teps to Development 01 	Merged Data File 

Input Output 
Data Files Synthetic File 

SOil Mapping Unit 
SCS FIPS State, County 

1 SOil Texture 
Surveys 	 Capability Class 

Irrigation 
Erosion Phase 
SMU Acreage 
Slope

1------
SCS 	 Depths of 

2 	 ." 
SOlls-5 6 Layers 

Pan 
Bedrock 

1-------

SCS Slope3 NAI-77 

1-------

SCS -, 	 County
4 CNI-67 	 Acreage 

ESCS Normalized 
5 County Yields

Crop Data 

1----_.-

Locatlonai 
ESCS Codes 


6 County PA 

ID File 
 LAA 

LAG 

'---	 --- ­

woodland, and w,ldllfe hab,tat 
County SOIl maps (contamed m the 
survey publicatIOn) defme SOIl 
mappmg uruts (SMU)2 The SMU 
was the observation umt used In our 

The SOli Surveys are widely used 
m county and project level develop­
ment planning However, use of these 
data m research has been limited be­
cause they were not computerIzed 
Personnel In the Natural Resource 
Econom,cs D,vlSlon, ESeS, have 
automated selected SOlis data from 
the publIShed county surveys (6) 
From thIS file we obtamed the 
followmg data by so,l mapplDg UOlt 
slope, texture, land capab,lIty classl 
subclass, erOSIOn phase, acreage, 
IrrigatIOn practice I and Federal 
Information Processing Standards 
(FlPS) State and county codes 

Another ses data base, the SOIls-5 
So,l Survey InterpretatIOns file 
(20), IS computenzed but d,fflcult 
to use The file contalDs over 12,000 
records of unique soil serIes Each 
record IS approXImately 8,000 
characters long and IS mterlaced 
w,th codes used to select character­
IStiCS relatmg to different phases of 
the SOIl senes Soli depths of up to 
SIX layers and depths to bedrock 
were obtamed from Solls-5, then 
matched and merged to SOli Survey 
data by so,l mapplDg UOlt 

As prevIOusly mentioned, slope 
data were obtamed from the SOli 
Surveys However, m some cases, 
the slopes were reported deSCrIp­
tively I not numerIcally Examples 
melude "steep," "hilly," and 
"undulatmg " These slopes would 
be consldered as mlssiOg values by 

1 See Glossary at the end of thiS 
article 
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the computer model which would 
effectively lower the average slope 
In precisely those regIOns with the 
steepest slopes Therefore, we 
obtained numencal slope values 
from the 1977 SCS Nallonal Re­
source Inventory (NRI) (17) to 
replace dec;cnpbve slope terms 

THE ECONOMIC DATA­
NORMALIZED YIELDS 

ApproXimately 1,100 county 
SOil Surveys were available at the 
bme of the study These were 
published between 1958 aDd 1978 
Yields reported m the survey data 
reflect random bme and technology 
factors, dependmg on when during 
the 20-year penod the county was 
surveyed Thus, the SOIl Survey 
Yields were normalIzed to brmg all 
reported Yields to a common base 
year-1974 

The first step In the normallza 
tlOn process was estImatmg 1974 
normal Yields at the county level 
These were calculated With Imear 
regression time-trend analYSIS from 
published ESCS County Hlstoncal 
Crop Data for 1969-76 (5) These 
1974 normal Yields by crop and 
county were used as targets m the 
next step of the normalizatIOn 
procedure, the calculatiOn of 1974 
normal Yields for each SMU wlthm 
the county Two sets of acreage 
were used m the welghtmg process 
The SOli Sw uey was the source for 
the total acreage In each SMU 
Second, estimated acreages by SMU 
for each crop were denved from the 
SCS 1967 ConservatiOn Needs 
Inventory (CNI) (16) The CNI was 
used because It IS the only SOU!(.e of 

county-reliable data that contalnS 
capability class/subclass Information 
by major crop groups The resultmg 
normalized Yields by SMU were 
merged mto the ongInal SOil survey 
data fIle 

A USEFUL LINK. 

COUNTY ID FILE 


Observations III the Yield/SOil loss 
analYSIS were SMUts FInal results 
were calculated for ProdUCIng Areas 
(PA), the geographiC level used by 
the National LInear ProgrammIng 
Model The 105 PA's, which were 
deemed by the WatE'r Resources 
Council for use In the fIrSt NatIOnal 
Water Assessment (11), overlap 
States but follow counly bound­
anes 

The ESCS County Identlflcalion 
and Cross-Reference Data File 
(County ID) (1,2) contams many 
locatlOnal codes IncludIng Water 
Resource Sub-Area (WRSA), Land 
Resource Region (LRR), Aggregated 
Sub-Areas (AS A), Firm Enterpme 
Data System code (FEDS), Standard 
Metropolitan Statistical Area 
(SMSA), CNI State and county, 
National SCience Foundation mar­
ket regions, NatIOnal Oceamc and 
Atmosphenc AdmInistratIOn State 
and diVIsion, and latitude and 
longitude The fde IS useful III hnk 
Ing data bases 

The County ID file was the 
source for PA, Land Resource Area, 
and Land Resource Group codes 
We merged these mto our synthetiC 
file by matchmg State and county 
FIPS codes The fmal resource eco­
nomic data base contamed approxI­
mately 240,000 observatiOns by 

SMU, rangmg from 9,000 to 50,000 
observatIons per crop 

CONCLUSIONS 

Although economiC and phYSical 
data are rarely collected simultane­
ously, natIOnally consistent resource 
economiC data files are IncreaSIngly 
needed for IllterdlSClplInary models 
that can be used III natural resource 
policy and envlIonmental cost­
benefit analyses An mterdlsclpil· 
nary approach to data collectIOn 15 
recommended to solve the data 
problem 

Creatmg synthetiC files from 
eXistIng sources has Its hmltatIons 
It can be very expensive In terms of 
labor and computer costs Loss of 
observatIOns due to match failures 
can be a seCious problem Some files 
Simply cannot be matched With one 
another because no common charac­
tenstlc eXJsts between them In 
some cases, therefore, data collec­
tIOn IS necessary, but a new approach 
IS needed 

Sample surveys should be 
deSigned With multiple objectives 
10 mmd That IS, an InterdiSCiplinary 
approach IS needed when data are 
collected A test case m Missoun 
proVides a good example It Involved 
cooperation between ses soIl 
SClent15ts and personnel III ESCS 
StatIstics III collectIng the Objective 
Yield Survey A SOil claSSificatIOn 
and analysIs were performed accord­
109 to soIl survey procedures for 
each sample pomt Ul the Yield Sur­
vey ThiS type of coord mated data 
collectIOn actIVIty needs to be done 
on a natIOnal scale to proVide good 
resource economic data for use In 

natIOnal pohcy analyses 
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GLOSSARY 

SOIl 	 The sequence of natural 
profIle 	 layers, or hOrIzons, In a 

SOli It extends from the 
surface down mto the 
parent materIal that has 
not been changed much 
by leachong or by the 
action of plant roots 

SOIl 	 Sools havmg profiles that 
series 	 are almost aloke Except 

for different textures m 
the surface layer I all 
SOlis of one series have 
major hOrIzons that are 
SImilar m thickness, 
arrangement, and other 
Important character-
IstlCS 

SoIl Senes are divided mto 
phases phases on the basIS of 

differences In texture 
of surface layer, and m 
slope, stonmess, or 
some other character-
IStlC that affects use of 
the SOIl The name of a 
5011 phase mdlcates a 
feature that affects 
management of the soIl 

SoIl The areas shown on a 
mappmg sod map On most maps 
Units detailed enough for use 

m planmng, a mappmg 
umt IS nearly equivalent 
to a SOIl phase The 
mappmg umt Will mdl 
cate the dommant soIl 
phase, although other 
phases may be present 

Land SOIl classificatIOn 
capablhty scheme Numerals I-VIII 
class/ mdlCate progressively 
subclass greater limitatIOns and 

narrower chOices for 
practical use Subclass 

mdlcates kmd of IImita 
tlon or mam fiSk 

e-erOSlOn, w-wetness, 
s stony, d-droughty, 
c-cllmatlc factors 

EroSIon 	 ClassIfIed as slightly 
phase 	 eroded If 0-25 percent 

of topsoil IS eroded, 
moderately eroded If 
25-75 percent of topsoIl 
IS eroded, severely 
eroded If 75-100 per­
cent of topSOli IS eroded 

Source (15) 
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PRICE AND EXCHANGE RATE TRANSMISSION 


By H. ChrIStine Colhns* 

World prices for major agrlcul­
lural commodities rose dramatically 
In the early seventies The effect of 
internatIOnal price changes on inter­
nal farm pnces IS mterestmg from a 
theoretical as well as 8 policy stand­
pomt This artIcle shows which 
countries responded Internally to 
mternatlOnal pnce hikes, as mea 
sured by U S gulf port pnces, and 
whIch ones dId not The elastICIty 
of pnce tran~mlsslon and the elas­
tiCity of exchange rate transmissIOn 
are the res(?ectlve responses of a 
gIven country's pnces to changes 
m the world pnce and the country's 
currency-dol1ar exchange rate, after 
transportatIOn costs are taken mto 
consideratIOn The elasticities are 
used as a bridge between the world 
pnce and a cQuntry's'lOternal price 
The prmclpal findings In thIS 
article are 

• 	 Most countries have ex­
penenced rising farm prices 
for wheat, corn, and soy­
beans, particularly In the sev­
entJes Internal commodity 
prices rose In proportIOn to 
mternational trade pnces In 

most major exporting coun­
tries, as expected under free 
trade ElastiCities of mternal 
pnce With respect to world 
price under free trade equal 
10 However, for Importmg 
countnes and for countries 

.The author IS an agncultural 
economist With the Internabonal 
Economics DIVISIOn, ESS Keith 
COlIlllS, WIlham Kost, Jim 
Matthews, Maury Bredahl, 
Jltendar Mann, DaVid Kunkel, 
Charles Hanrahan, and Patrick 
Q'Bnen offered'valuable comments 
In their review of thiS manuscnpt, 
then assistance IS gratefully ac­
knowledged 

not heavily Involved In world 
trade, most elastiCities were 
slgmflcanlly less than 10, 
which Implies some mternal 
protectIOn from world pnce 
changes 

• 	 For wheat, Canada and 
Uruguay exhibit nearly per­
fect pnce and exchange 
rate transmission Argentma, 
Austral,., and Turkey trans· 
mit pnce, but not exchange 
rates Argentma had a mul 
tlple exchange rate system to 
prevent exchange rate trans­
miSSion for wheat The,maJor 
wheat exporters, except 
France (which showed VIrtu­
ally no prIC..e transmissIOn), 
had nearly perfect price trans 
miSSion 

• 	 Brazil, Th8lland, Canada, 
Chile, Turkey. and Tanz8m8 
are the only corn-producmg 
countnes whose pnce and 
exchange rate transmiSSion 
elastiCities are close to 1 0 
and, therefore, whose farm 
prices are closely related to 
the world market price 
Argentina, Pakistan, Zaire, 
and Morocco have,nearly 
perfect price transmission, 
but exchange rate changes 
have not been transmitted 
to the farm level' Argentina 
also has a multiple exchange 
rate scheme for corn The 
above two groups mclude 
all the world's major corn 
exporters, except South 
Afnca South Africa shows 
Imperfect pnce transmiSSion 
andlvlTtually no exchange 
rate ttansmlSSlon 

o 	 BrazIl, Paraguay, and Canada 
are the only soybean 

producmg countries With 
approximately perfect ex­
change rate and pnce trans­
miSSion Brazil IS the prmcl­
pal U S competItor on the 
mternatlonal soybean market 
Japan appe~ to show pnce 
transmiSSIOn This IS contrary 
to what would be expected as 
Japan has an extremely hIgh 
support prIce for soybeans 

o 	 Most other countnes have 
some form of pnce protec­
tion for their wheat, com, 
and soybean producers The 
European CommuOIty's 
Common Agncultural Pohcy 
for grams Is,the most slgmfi 
cant The MeXican Govern 
ment SUbSidizes Its flour mills 
and feed compounders to 
offset hIgh producer pnces 
The Indian Government IS 
the largest Single buyer of 
gram and It guarantees a set 
price to the producer The 
BraZIlian Government sets 
the farm price for wheat at 
a hIgh level MeXIcan, [ndlan, 
and Brazilian farm pnces are 
keyed from the U S gulf 
ports prIce, whereas the 
European Community's mter 
nal farm pnces are generally 
not 

• 	 Some countnes, lIke 
YugoslaVia, appear to set 
their IIltemal farm pnces 
With the gulf ports pnce, but 
1 year later 

• 	 From 1966 through 1974, 
the excha!lg~ rate of eight 
countnes changed more than 
100 percent 10 relation to the 
US dollar However, thIS 
change was not necessanly 
transmitted through mternal 
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I,­
farm pnces of the major com 
modltIes BrazIl, ChIle, 
Colombia, Israel, and Korea 
permitted full transmIssIon of 
the exchange rate mfluence 
to the farm price, but Argen 
tma, PakIStan, and ZaIre only 
part1311y did so Because of 
varymg government polIcies 
toward exchange rates and 
farm prices, transmisSion of 
the exchange rate to farm 
pnces was Virtually zero to, 
for example, West Germany, 
but about 1 to the Phillp­
pmes, Korea, and Japan 

PrIce and exchange rate trans 
miSSIOn elastICItIes for corn demo 
onstrate that transmission can run 
the full range from zero to 1 Of 
the 33 corn-producmg countries, 
8 have price transmiSSion elas 
tlcltles not Significantly different 
from 1,5 have pnce transmission 
elastICIties not Significantly differ 
ent from zero Yet a third category 
of countries falls between the 
extremes, whIch means mternal 
producer pnces are only partially 
msulated'from world market pnces 
Ten countries, mcludmg BraZil, 
Chile, and Colombia, had full ex 
change rate transmiSSIon from the 
world market to the farm How­
ever, 12'countnes had no exchange 
rate transmiSSion for corn, and 4 
countries were between zero and 1 

COMPARISON WITH 
OTHER STUDIES 

Bredahl, Meyers, and CollIns set 
the pnce transmiSSIon elastiCIty at 
either zero or 1 (4) I However, thIS 

I Italicized numbers m paren· 
theses refer to Items In the 
References at the end of thiS 
artIcle 

study shows IDstead that elastiCIties 
range from zero to 1 A pflce trans· 
miSSIon elastICIty of 1 may be 
termed a perfect price transmISSion 
Where governments Insulate Inter· 
nal producer prices from world 
market prices (WIth variable Import 
leVies, subsidies, or quotas), the 
price transmission elastiCity will be 
at or near zero Whereas Bredahl, 
Meyers, and Collms used a price 
transmiSSion elastICIty for com of 
zero for the European CommuDlty, 
the elastiCities calculated In thiS 
study range from 0 043 In-West 
Germany to 0 674 In Italy For 
Argentm8, Bredahl, Meyers, and 
Collins set the elastiCity at zero, 
but results of thiS study mdlcate an 
elastICity of 1115 (not SIgnificantly 
dIfferent from 1 0) For South 
Africa, they assumed an elastiCity 
of lero, calculatIOns of this-study 
show 0 426 ThaIland and BraZIl 
have prICe transmiSSIon elastiCities 
of 0 999 and 1 101 (not Slgnlfi 
cantly different from 1), respec· 
tIvely, In thiS study, rather than the 
zero which they assumed 

Bredahl, Meyers, and Collins 
pOinted out that a "key question 
that must be resolved In evaluatmg 
the elastiCIty of export demand IS 
the size of the adjustment of 
torelgn mternal prices to U S 
prices ," that IS, prIce trans 
mISSIon (4) They referred to the 
models for the elastiCity of foreign 
demand s.t forth by Tweeten (16) 
and Johnson (13) Tweeten's model 
IS an excess demand model The 
elastiCity of pnce transmiSSion 
(Epl), the response of a given coun 
try's price to changes In the world 
pnce, IS Included m Tweeten's 
formulatIOn as a bndge between the 
world pnce and a country's mternai 

pnce Johnson uses a similar rela­
tIOnship However, Johnson states, 
"Epi IS set equal to 1 0 and can be 
Ignored" Bredahl, Meyers, and 
Collins conclude that Johnson's 
assumption of perfect prace trans­
nJlsslOn IS a conveOient slmplifiea 
tlOn, but It has a profound Impact 
on the calculated elastIcIties and 
raises serIOus Questions ahout their 
applicability The same Epl should 
be expected between the Internal 
farm prices of an exportmg country 
and the gulf ports price as export 
mg countries compete In the same 
internatIOnal markets Although 
Bredahl. Meyers, and Collins 
appear to relate price transmiSSion 
to demand, they Include price 
transmiSSion between'the gulf ports 
and ranns In major exportmg coun­
tries In their example This article 
employs the Food and Agriculture 
Organization (FAO) data base (9) 
of mternal farm prices for wheat, 
corn, and soybeans In selected 
countnes (6) The V'S ,gulf ports 
price for these commodities IS used 
as a measure of world price (17) 
The F AO data base offers the most 
comprehensive and consIstent cover 
age of farm·level prices 

Although the FAO data base 
covers the 1966-74 period for most 
countries, It can sometimes be sup 
plemented by earlier FAO price 
data published as Agricultural 
Prices 1961-70 or b) data publIShed 
ID agncultural yearbooks ID some 
countnes The major weakness of 
the F AO data base IS Its short price 
senes for many countries, from 9 to 
15 observatIOns 

PrIce transmission has been 
complicated by the shift ID ex 
change rates for many countries 
relative to the V S dollar The 
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exchange rates of Colombia, Korea, 
Pakistan, Israel, Yugoslav,., ZaIre, 
the Phlllppmes, Argentina, BohVla, 
Chile, Costa Rica, and Brazil shifted 
so drastICally that one must convert 
their mternal pnces to a common 
currency to unmask the eXlstmg 
pnce relatIOnships 

Argentma and Brazil's official 
exchange rates mcreased 13 and 11 
times, respectively dunng the 
1966-75 and 1963-73 penods 
Colombia and Korea (1963-74) 
and ZaIre (1966-75) had exchange 
rates that tnpled However, the, 
exchange rates of many countnes, 
mcludlng MeXICO, did not change 
relative to the U S dollar (table 1) 

If there, IS perfect transmISSion 
of the exchange rate, the tnlnS­
mISSion elastiCity of a foreign mter­
nal pnce relative to the foreign 
currency/US dollar exchange rate 
equals 1 

EMPIRICAL MODEL 

To test the relatIOnship between 
the U S- gulf ports pnce and domes­

tIc producer pnce for com, wheat, 
and soybeans, I estimated the pnce 
transmiSSion and exchange rate 
transmiSSIOn elastiCities from the 
followmg model 

+ B. log (EXR) 

where P IS the mternal farm pnce of 
the commodity conSidered and IS 
expressed 10 the currency of a spe­
elfic country. P G P IS the U S gulf 
ports pnce for the commodity, 
and EXR IS the exchange rate be­
tween the U S dollar and the coun­
try's currency This model assumes 
a constant pet:Centage margin be· 
tween the U S gulf ports pnce and 
the country's mternal pnce 

This model was tested With 
assumptions that (1) Internal farm 
pnces changed In the same year as 
the U_S gulf ports price and (2) 
Internal farm pnces changed a year 
later Lagged pnce vanables were 
chosen when they proVIded a better 
statlsllcal fit than tjlj> un lagged 

rl 

pnce vanables Several other linear 
and log models were fitted to thiS 
data but they are not discussed 
here (6) 

The resultmg coeffiCients on thL 
exchange rate and the gulf ports 
pnce were tested to determme If 
they were Significantly different 
from zero or 1 Where the exchange 
rate had not changed dunng the 
years under study, the coeffiCient 
b 2 was set equal to zero 

CONCLUSIONS 

Pnce and exchange rate trans­
mission elastiCIties can range any 
where between zero and! It can 
be mlsleadmg 10 policy models to 
assume a prIOri that real elastiCIties 
are exactly zero or 1 Table 2 sum 
manzes the results of the regression 
analysIS Commodity-specific con­
clUSions appeared In the !ntroduc­
,tlon as highlights More genenll 
concluslOns are gIVen Subsequent 
ESCS research on wheat and corn 
pnces supports the estimates pre­
sented here and substanllates the 

Table 1-Changes an currency/U S dollar exchange rate, 1966-74 

100 percent or mare 20-100 parcent 

Argentina AUlitria 
BraZil Belgium 
Chile 8011\118 

Colombia Germany, Federal RepubliC 
Israel India 
Korea Indonesls 
Pakistan Ireland 
ZaIre Japan 

Korea 
MalaySian Peninsula 
Netherlands 
Philippines 
Swedan 
Turkey 
West Gennany 
YUgOSlOVl8 

10-20 percent 1-10 percent No change 

Algena 
Australia 
Congo 
Denmark 
EgVpt 
Malawi 
Morocco 
Portugal 
Uruguay 

Franca 
Italy 
New Zealand 
Nigerl~ 
South Africa 
Spain 
Thailand 
Venezuela 
Zambia 

I 

EI Salvador 
Guatemala 
Kenya 
MeXICO 
Paraguay 
Tanzania 

, , 
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Table 2-Calculated price and exchange rate transmission elasticities for wheat, corn, and soybeans 

Wheat Corn 	 Soybeans 

Exchange 	 ExchangeCountry Price Pnce 	 Exchange
rate Price

transmission "".transmiSSion 	 rat.
transmisSion transmiSSion transmiSSion 

transmiSSionelasticity 	 elasticityelasticity 	 elasticity elasticity 
elasticity 

Algena 	 0166 0183
Argentina 	 1 0141X) 361 1 "5IX) 0453 0429- 0491Australra 7071X) 376 -
Austna 158 196 - -

- - -
Belgium 068 366 - - -BollVIS ­- - 250 238· - -Brazil 199 9321X) 1 101(X) 7821X) 1 1051X) 7341X)Canada l086(X) 1 1 0381X) 1 921(X) 1
Chile - - 594IX) 1 001(X)Colombia - - -

- -
Congo - 380 1 077IX)- - 526 681 (XlDenmark 088- 1 3301X) - -

- -
Egypt 262 724 513 055-

- -
France 166 011 

- ­
481 522- - -Germany, Federal Republic 140- 265 043' 302' -Greece 516 1 589 1 

-

Guatemala - ­- - 469 1
India 	 774 19151X) - -

- -
Indonesia 	 - ­- - 486 8191X) 675 568Ireland 5" 1 2621X) - - - -
Israel 
 686 1 "9IX) - - - -Italy 484 1 6381X) 674 12551X)
Japan 262 . 776Ix) . - -

-

Kenya . 	 8851X) 1 484ix)614 1 447 1 - .
Korea 615 1 348IX) - - 363

­
14101X)MaJayslsn Penslnsula - - 290- 1 031- -
MalaWI ­- - 339' 1 12,. - -MeXICO 	 541 1 455 1 753 1Morocco 1 272IX) 28021X)Netherlands 108 722IX)

New Zealand 398- 199' 678- 279­,Nlgena l 531- 995'Pakistan 
Phlllpprnes ., , , 	 9811X) 729

623 988IX)Portugal 218 382 687 547'Sparn 622 11001X) 715 1 206IX)
South Africa 309 623 
 426 054'Sweden 268 447'
Tanzania 1 0201X)
Thailand 9991X)
Turkey 865IX) 	

572
563 8611X) 283'United Kingdom 673 1 3321X) 

Uruguay 13491X) 9551X) 470 1 1021X)Venezuela 	 .,661 303-Yugoslavia 
Zall'e 

426 1 3821x) 	 804 990IX) 538 1 0241X)
8961X) 459Zambls 
413 441 

·Not significant at the 95 percent level of confidence 
1No change," exchange rates 

(XI Indicates that coeffiCient IS not Significantly different from 1, for perfect price transmiSSion-::: Less than 1 0 million tons per year for wheat or corn, less than 0 25 million tons per year for soybeans 
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pnce relatIOnshIps based on FAO 
data The CommIssIOn of the 
European Commumty's July 1979 
specIal pubhcatlOn, AgrIcultural 
Markets, Prices Recewed by 
Farmers. Umt Values, proVides 
prices through the 1977/78 crop 
year Greece, France, Norway, Den­
mark, Ireland, and Ualy have farm­
level wheat pnces for the crop years 
1%6/67-1977 /78 that move wIth 
the U S gulf ports pnce, when mea­
sured by the coefficIent of deter­
mmatlOn The Netherlands, Ireland, 
Italy, the UnIted Kingdom, and 
Greece have exchange rate changes 
with a statistically significant Im­
pact on Internal farm pnces How. 
ever, none of these countnes has 
perfect price and exchange rate 
transmiSSion 

The basiC transmiSSIOn relatlon­
ship also holds for corn, despite 
differences In data sources and 
updated time periods ESCS regres-
SlOn analyses of alternative data 
sources (1,2,3,4,5,7,8,10,15) 
YIeld approxImately the same 
results as the F AO pnce series 

When exchange rates change 
abruptly from an hlstoncally stable 
level, the model on page seems to 
attnbute a transmiSSion elastiCity 
greater than 1 to the exchange 
rate ThIS abrupt change may be 
caused by a "shock" effect on 
pnces resultIng from the sudden 
exchange rate change Or, when 
only small changes In exchange 
rates occur, the equatton may at· 
tnbute too much, mciudIng other 
statistiCal errors, to the exchange 
rate varI3ble, or statistical aberra­
tJons may occur The data might 
be faulty or the exchange rate data 
might not hne up With the p[lce 
data In the respective time senes 

ThIS latter condItIOn IS a problem 
especially when a massive inflation 
and sharp changes In exchange 
rates have occurred Price policy 
dunng the years bemg studIed may 
have changed and the coefficients 
may not be able to reflect such a 
change 

ThiS note IS concerned With 
empmcal estimates of the elastiCity 
of transmiSSion of pnce and ex­
change rates The results mdlcate 
that models which assume a prlOri 
elasticities of zero or 1 are likely 
to be In error I do not examme 
how such mformatlOn should be 
mcorporated mto trade models For 
example, some models might use 
duect estimates, as was discussed, 
while other models might explam 
transmiSSIOn with mtervenIng varl 
abies and explicit polIcy mstru­
ments 
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American Journal of Agrlcul­
tural EconomIcs 59(1977) 
735-36 

(14) 	 Pakistan, Government of, 
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1967 USDA TDAM sysu.m 

American 
Journal of Edlled bv V Jallle, Rhode> VIIIl'er"'" o!M,sIOIIri-ColumblG 

Agricultural Publllhe,1 bv the Amernan Agricultural Ewnotn/( I 'AssoCIatIOn 

Economics 

November 1980 
Articles Chambers and Woolverton, "Wheat CartelizatIon and DomestIc Markets", 
Collins Meyers, and Bredahl, "MultIple Exchange Rate Changes and US AgrIcul­
tural Commodity Pnces' , Taylor and Chavas, "EstlmatlOn and OptImal Control of an 
Uncertain ProductlOn Process", Pans, "Perfect AggregatIOn and DisaggregatIOn of 
ComplementarIty Problems", Norton Easter, and Roe, "AmerIcan Indian Farm Plan­
Ing" Notes Von PIschke and Adams, "FungibilIty and the Design and EvaluatlOn 
of AgrIcultural Credit Programs", Lang, "Marketing AlternatIves and Resource Allo­
catIOn", Zavaleta and Ruesmk, "Expected Benefits from Nonchemlcal Methods of 
Alfalfa Weevil Control" Plus more ArtIcles, Notes, and Book Reviews 

Annual mell1her~hlp due.. /rnrludrng Journal] $25 [lnnllnl .. ut~"(,rJp!lon rClte $ 15, rndll'ldu(l1 G()ple~ $10 
Conleret John C Redmon, Agncu/luroJ EconomIc" Unner.,II\' of Kentuckv Le'l;Jnglon K)' 40546 Puhlr<;hed 
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CONSENSUS AND CONFLICT IN U.S. AGRICULTURE: 


PERSPECTIVES FROM THE NATIONAL FARM SUMMIT 

Bruce L Gardner and James W Richardson, editors, 
Texas A & M Umverslty Press, College Statton, 1979, 
280 pp $17 00 (cloth), $795 (paper) 

ReVIewed by MIlton Ericksen' 

In a sense thiS book IS an anti­
cl,max to the processes out of 
whIch It emerged The sharpness of 
tbe debates wlthm the task forces 
charged WIth prepanng reports and 
the confrontation atmosphere at 
the summit where these reports 
were delivered are not captured In 

the book An expanSIon of knowl­
edge and a challenge to opmlon had 
to occur among the 76 task force 
partIcIpants and the over 700 sum­
mit attendees That group fonns a 
nucleus of people from Wlde­
rangmg backgrounds and dlsclphnes 
who have had face-to-face experi­
ence In dlscussmg, learning about, 
and' disagreeing over food and 
agnculturaJ Issues 

As one who belonged to a task 
force, attended the summIt, and 
read the book, I was not surpnsed 
that the debate leaned more 
towards conlhet than toward con­
sensus If the task force-summIt 
process IS to achieve consensus, 
several more summits and several 
more books WIll be reqUIred For 
,tblS first round, the partICIpants 
reacted mstmctlvely to defend thelI 
mterests, IdeolOgies, and pOSitIOns 

The chapters 10 the book are 
definttely mfluenced by the task 
force ch81rmen ThIS mlgb t be 
expected as they had the task of 
gIVIng coheSion and consistency to 
the subject area asSIgned to the task 
force The reader does not get a 
comprehenSive VIew of the perspec­
tives of IndiVIdual task force mem­
bers 

Chapter 1, "Resource Alloca­

tIOn and ProductIOn Costs," states 

tbat the Vlewpomt of farmers 

-The reviewer IS an agrIcultural 
economlBt WIth the NatIOnal Eco­
nomICS DIVISion, ESS 

dlStmctly dIffers from those of 
consumers, representatives of 
agnbuslness, government offiCialS, 
and others WIth an mterest 10 agn­
culture Most of tbe matenal,re­
sembles that of classroom lectures 
In mtroductory agrIcultural eco­
nomics No umque perceptions nor 
solutions are presented 

The dISCuSSants of chapter 1 
focused on regtonal problems or 
those 10 whIch they had a vested 
mterest The reactton from the 
floor was to propose solutIOns to 
perceived problems and to sohclt 
reactIOns from the panel of diSCUS­
sants The partIcIpants 10 the task 
force and at the surnnut seem not 
to have grappled WIth fundamental 
resource allocation and productIOn 
cost problems 

The task force report on "Farm 
Commodity PrIces and Income" 
(appearmg as chapter 2) generated 
the most hostlhty from the fanner 
segment of the audtence A major 
reason was that It was less than 
subtle 10 mdlcatmg that hlgb pIlce 
supports are not t!1e answer to the 
pnce and mcome situation This 
theSIS IS supported by data that 
mclude some falIly comphcated 
denvatlOns Cash flows are Iden­
tified as a comparatively new wI­
ment, and heterogeneIty of indi­
VIdual farms IS stressed Chapter 2, 
Itke the,others, IS Identtfiable WIth 
Its task force ch81rman, but It also 
can tams 8 sectIOn on task force 
perceptIOns allowmg the reader 
to IdentIfy tbe task force members' 
preferences and responses to Issues 
10 fann pohey 

The task force report on "inter­
natIonal Trade" (chapter 3) also 
met WIth reactton from the fann 
segment of the audience They 

sImply dId not agree that the long­
run mterests of socIety and agncul­
ture are best served by open trade 
objectIves Chapter 3 Identtfies 
those Impedtme,!ts to open trade 
that should be addressed by pohcy­
makers The opposmg VIew IS tbat 
these changes either cannot be 
made or will take too'iong so the 
shortrun alternative should be off· 
settmg controls or agreements 
The dIScussants found,the paper 
too academiC 

Chapter 4, "NutntlOn, Product 
Quahty and Safety ," recogntzes the 
broader context of food and agn­
culture poliCies The summit was 
held at tbe end of the seven toes At 
tbe begmnmg of that decade, a na­
tional farm sumnut would not have 
occupIed Itself Wltb thIS subject 
The mherent dIlemma IS captured 
by the followmg questton "When 
pnvate chOices, even If fully 
mformed,lead to pubhc health 
problems, who shall deCIde on the 
nature and extent of remedies?" 
Chapter 4 exam.nes the controversy 
surroundmg nutntlon, qUality, and 
safety of food The wnters admIt 
that tbe'task force could not 
recommend 8 feasible set of goals 
that would Improve,the nutritional 
qualIty and safety of the Amencan 
dIet The task force could not 
8eh.he consensus except on the 
pomt that a way needs to be found 
to formulate,a pohcy,that would 
satlsfy'all mterested parttes The 
chapter IS a good'statement of the 
controversy and'suggests that the 
task force grappled,wlth the ISsues 

The fifth chapter, "Agnculture's 
Role In Government DeCISions," IS 
also new to the area of agncultural 
pohcy It should be mterestmg to 
those who beheve tbe U S Depart-
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ment of Agnculture should be 
reharnessed as a political power 
base, for production agriculture 
The theme of the chapter IS that 
agncultural Interests should refrain 
from Ideologrcal demagoguery and 
concel!trate Instead on buIldmg 
coalitions with other mterest 
groups Parts of the chapter read 
lIke a sermon duected to those 
who either believe productIOn agn­
culture has no pohtIcal base or to 
those who believe that those 10 

productIOn agriculture need not be 
concerned with consumer mterests, 
environmental mterests, the regula­
tors, and the Government The only 
clunks m what appears to be a 
consensus are two footnotes by a 
task force member who takes excep­
tIOn to examples that contrast POSI­
tlons'of pUblIc benefit With 
negative mdlvldual costs The 
discussants agreed With the report 
In pnnclple ru the task force 
Chalrm311 and discussants all 
worked In Washmgton, DC, It 
could' be expected they would be 
comfortable With coalItion politiCS 

Chapter 6, "Summit ReView," 
classifies and summanzes the major 
POInts and attempts to Identify 
POints of consensus Chapter 7, 
uComments of the American AgrI­
culture Movement," p'resents views 
that confhct WIth many of the 
statements contruned In the task 
force reports The reader can gam 
perspective on the consensus and 
conflict by readIng these two 
chapters first 

In thiS reV1ewer's Judgment, 
agricultural economISts will be most 
mterested m chapter 4 and In the 
last two chapters The book WIll 
not proV1de much new knowledge, 
but IS Interestmg Students of agri­
cultural pohcy should add It to 
theIr general reading list 

Producers will get an exposure 
to academiC attitudes on produc 
tIon and trade and an economist's 
explanatlOn of theIr problems 
Producers Will recogmze several 
areas of disagreement among 
fanners, academiCS, and bureau­
crats 

u S G<liT,lllIM JIT pnl'TI'fG (!'"FiC;- 1?80-0-:;:J,O-9321 '::;:;"278 

Consumers may be surprised 
by the pervasiveness of the distrust 
for theIr advo~tE-s They Will be 
remmded of their good fortune 
regarding quantIty, quahty, and 
pnce of food They may also be 
surpnsed by the degree of connlct 
WIthin th.total food-producing 
system and by the discovery that 
there are advocates of Improved 
nutntlOn who beheve dIrect Gov 
ernment action IS needed 

Gouernment pollcymnkers famll· 
lar With food and agnculture policy 
WIll find httle that IS new They 
may gam some appreciation for 
the heterogeneIty of the agncul­
turai sector 'The'book should allay 
any fears that there Will be no 
pohcy Issues to address durmg the 
elgntles 

Pollilcal sClenhsts should gam 
a sense of the task faCing the pohtl­
cal system They wllI'be dIsap­
pOinted If they expect to find well 
defined alternatives SUitable for 
political debate and declslon­
malong 
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THE INNOVATOR'S SITUATION: 


UPPER-MIDDLE-CLASS CONSERVATISM IN AGRICULTURAL COMMUNITIES 


Frank Canclan, 

Stanford UnIversIty Press, Stanford, Calof ,1979, 

159 pp ,$1250 

ReViewed by Robert D Munoz' 

CompetitIon among farmers for 
social and economic rank affects 
who adopts new technology Frank 
Can clan exammes this hypothesIs 
by attemptmg to demonstrate that, 
m the broad middle range of 
farmers who are neither nch nor 
poor by local standards, a large 
percentage of those who are lower 
mIddle class consIstently adopt 
mnovatlOns earher than those who 
are upper middle class Only later, 
when the first returns are In and 
the mnovatlOn IS Judged successful 
do farmers of upper-mIddle rank 
adopt the technology m compa­
rable proportIOns 

Canclan's theory tries to explam 
why both low-mIddle-rank fanners 
and high-rank farmers seem to 
adopt mnovatlons faster than the 
upper-mIddle rank group HIS 
theory IS stated In a general way, 
relatmg economic rank to the nsk 
of varIOus agncultural enterpnses 
used to gam and maintain that 
rank Canclan uses two hypotheses 
to test for the fundamental pnncl­
pies m the mhlbltmg effect of rank 
explanatlOn of an upper-middle 
class conservatism m the adoptIOn 
process The first hypotheslsltests 
whether m the early stages of the 
spr~ad of an mnovatlon, low­
middle rank mdlvldual~ are more 
hkely to adopt It than are hIgh­
middle-rank individuals 'The second 
hypothesIs tests whether, III the 
later stages of the adoptIOn process, 
the adoptoon rate of hIgh-mIddle­

*The reviewer IS a rural sociolo­
gist With the Economic Develop­
ment DIVISion, ESS 

rank indIviduals will IDcrease rela 
tlve to the adoption rate of low 
mlddle·rank individuals 

To test these hypotheses, 
Canclan examines secondary data 
from eight countrIes India, Japan, 
Kenya, MeXICO, Pakistan, the 
Phllippmes, Taiwan, and the Umted 
States He analyzes data on more 
than 6,000 farmers mcluded III 

23 stud,es by rural soclologosts, 
anthropologosts, and agncultural 
economists 

C~nclan ~~mmanzes hiS st~dy In 

three sentences 
(1) 	 It IS useful to dlstongulsh 

between an early stage In 

the'spread of an innovatIOn 
when uncertamty IS high 
and a later stage where 
knowledge about the Imph­
catIOns of usmg the new 
practIce IS much more Wide­
spread 

(2) 	 In the first stage of the 
spread of an mnovatlOn, 
farmers of hIgh-mIddle POSI­
tIOn are apt to be conserva 
tlve compared With those of 
low middle POSition In the 
commuDlty 

(3) 	 In the second'stage of the 
spread of an innOvatIOn, 
these hIgh mIddle-rank 
farmers catch up so that the 
overall relatIOn of economic 
rank and adoptIOn becomes 
monotoDlc posItive That IS, 
the relation of rank and 
mnovatlon vanes In a pre 
dlctable way over time 

The ImplicatIOns of these find­
lOgs for agricultural development 
policy are broad Many programs 
to help small farmers are usually 
aimed at upper-middle-class 
farmers The reason IS that, III many 

less developed countries, the upper­
rnlddle-elass fanners appear to be 
the only ones except the rich wIth 
viable commercIa} farmmg opera­
tions If the programs fall to Induce 
adoption among the upper middle 
class, the conclusIOn IS that a pro­
gram desIgned to gove lower-mIddle­
class farmers access to new agricul­
tural practices wll] also fall 
According to Canclan , the failure 
of a program designed for the npper 
middle class cannot be taken as 

_ ~vldence that po~rer local farmers 
will resist or reject new practices 

Th,s book adds to the body of 
knowledge on theories of innova­
tIon by fillmg the gap-wIthin the 
middle class of farmers--on who IS 

most likely to adopt mnovatlOns It 
goes beyond the assumptoon that 
larger, Tlcher farmers are more 
likely to adopt innovations than 
smaller farmers 

The book has several short­
commgs The first. most obvJOus 
problem IS Its reliance on secondary 
data which may have errors that 
cannot be Identified or corrected A 
second problem IS Can clan 's eco­
nomic rank hierarchy, which IS 
based on the assumptIons that 
economIC positIOn IS Important to 
people and that most people 
expend great effort gammg and 
maintaining their economic rank 
These assumptIOns may not be true 
of all agTicultural SOCieties There 
are agricultural communities based 
on the barter system where eco­
nomIC rank means lIttle and there 
are others at a subsistence level 
where SUrviVal IS the mam goal 
However, Can clan 's book IS well 
written and worth readmg by the 
student of adoptlOn-of-mnovatlOn, 
theory 
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