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In This Issue 


"A carpenter and a geometer investigate the nght angle ID 

different ways n Take a sentence like that out of Its ongmaJ 
context and you can read many Ideas Into It The sentence IS 

from Anstotle I have seen It quoted 10 vanous places Each 
tune, a different mterpretatlon was put on}t So I looked It 
up In the NlComachean EthicS (Book 1, 1098a) and found 
that the segment quoted above ends with a semicolon The 
rest of the sentence IS "the former does so In so far as the 
nght angle IS useful for hiS work, while the latter mquiles 
what It IS or what sort of thing It IS, for he IS a spectator of 
the truth" 

The sentence comes Just after Anstotle has outlIned a great 
truth and Informed us that anyone IS capable of filling In the 
dewls later The work of the carpenter IS subordinated by 
Anstotle to minor questIOns of detail, the geometer contem
plates truth 

The frequently quoted first segment ImplIes no necessary 
ranlo.ng of the relative values of carpenters and geometers m 
soclety"but the second part of the sentence-m context
does I understand that ArIstotle really meant It as a put
down of carpenters Geometers, on the other hand, he ranks 
among the elIte 

If my mterpretatlOn IS correct, then I do not lIke Anstotle's 
Innuendo about supenor and Infenor occupatIOns The func
tIOns of both the geometer and the carpenter are equally 
noble and-to make a pun of It-worthy of the Nobel 
Pnze Let me Illustrate WIth two pnze WInmng SCientists, 
one a carpenter and the other a geometer 

Lmus PaulIng, wmner of the Nobel Pnze for ChemIStry, 
tells an anecdote about hiS first meeting With Albert Emstem 
Pauling had Just gIven a semmar on quantum mechaniCS and 
the chemical bond Emstem was In the audJence Afterwards, 
when he was asked what he thought about the semmar, 
Emstem s8.1d It was "too complicated" for him PaulJng 
concludes "He was mterested 10 what was gomg on m the 
understandmg of the structure of molecules, but In a rather 
general way rather than m the detaIled way m whIch I am 
Interested" Paulmg sees himself as one of Anstotles' carpen
ters and Emstem as a geometer But un~ke Anstotle, Pauling 
sees no reason to feel mfenor about It 

The articles In thiS Issue Illustrate that there IS some of the 
geometer and some of the carpenter 10 all good agncultural 
economISts We contemplate and outline eternal truths, 
we also ml m needed dewls 
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ThIS Journal carned an overnew of USDA's Food and Agn
cultural Po~cy SimUlator (FAPSIM) m Its Apnllssue The 
model IS used by USDA economists to forecast pnces and 
quantities for 13 agncultural subsectors and It estimates cash 
receipts, expenses, and net farm Income In thiS Issue, the 
authors present details of the dairy subsector of F APSIM 
The daIrY sector con tams 46 equations and can be run as a 
stand-alone model However, 11 of Its exogenous vanables 
are endogenous to F APSIM so the model can also be run 
allowmg for relevant feedback loops With the other lIve
stock and crops sectors The authors compare runs done 
both ways The companson rruses--and offers ernpmcaJ 
answers to--some mterestmg questions about the validity 
of fittIOg and runmng models that are known 10 theory to 
be subsectors of larger systems 

If FAPSIM WIth Its 360 equatIOns seems ~ke too large a 
model for your tastes, the second article In thiS Issue de
scnbes a three-equatlon system The three vanables are food 
at home, food away from home, and nonfood conswner 
purchases These three vanables are related to one another 
accordmg to the rnlcroecononuc theory of consumer de
mand Appropnate assumplions reduce the three equatIOns 
to two But they turn out to be a formidable looking, inter
locked pall A canned software package for nonlmear regres
sion IS called upon to fit the system The result IS a useful set 
of empIrIcal eslimates of factors affectIOg the demand Cor 
food couched 10 a small system of equalions that satISfy the 
reqUirements of economic theory 

The thIrd article IS also concerned WIth demand for fann 
products It was found that sIOgle-equatlOn methods for 
fittIOg equatIOns failed to proVIde usable results because 
vanables which StatiStiCal theory assumes to be Independent 
were In fact highly correlated The author turned to a 
method for domg regreSSIOn on the pnncIple components of 
the data Instead of on the ongInal data The method has been 
m the literature for a decade or more, but It IS not used ex
tenSIVely Some mlg~t object that "If you start WIth multi
collmeanty, no statlSbcal marupulatlon can pOSSibly sort out 
reliable partial regreSSIon coefficients'" On the other hand, It 
IS difficult to argue WIth success Usmg pnnclple components 
regreSSion, the author found that vanables which had the 
wrong Sign accordmg to economic theory wang ordmary least 
squares regression rIghted themselves and that vanables 
which were not statistIcally slgmficant became so The cost of 
thiS success, the author openly admIts, IS biased coeffiCients 

The final article m thiS ISSue l'8lSes an Important queseon 

The author asks whether the measure of net farm mcome 


http:ranlo.ng


which IS regularly published by ERS IS as useful as It might 
be One of hiS concerns IS that It IS Income after taxes that 
affects farm management deCISIOns and farmer well·bemg. 
The costs of bUYing a tax shelter may be reOected m tile 
estimate of farm expenses, but the benefits are not reflected 
m the estimates or Income HIS other concern I~ that caPltaJ 
gams from mOatlOn are,not allow~d for Capital g8lns on the 
land owned by fanners canrexceed net Income. And~ fanners 

can use these caPital gams as collateral to borrow money for 
expansIOn of the farm busmess 'Recent expenence WIth 

mOation and the tax laws call mto question whether the 

mcome statement and the balance sheet really tell us what 

we need to know 


Clark Edwards 
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