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In This Issue 


The first two artIcles m th,s Issue d,SCUSS costs-of­
productIon (COP) estImates, the first hlghlIghtmg 
conceptual problems and the second proposmg an 
approach that resolves some, but not all, of the 
problems The,d,fference between the proposed 
approach and most other research proposals IS that 
legtslatlon reqwres that estImates be calculated, 
whether or not the conceptual Issues have been 
resolved 

The mam conceptual Issue arIses m asslgnmg a 
value to agrIcultural land, an Important component 
m COP estImates EconomIc theory mdlcates that 
the opportunIty cost of specIalIzed mputs cannot be 
calculated mdependently of demand, and thus"of 
product prIce However, If the product prIce IS set to 
cover the cost of the specIalIzed mput, the followmg 
three Issues whIch Harrmgton IdentIfies m the first 
artIcle arIse (l),cIrcularIty (do productIOn costs 
determme'product prIces or VIce versa?), (2) poten­
tIal cost-prIce spIrals, and (3) escalatmg land values 
Harrmgton further Illustrates the d,stortIOns that 
mflatIon, mcome tax consIderatIOns, and the use of 
cred,t may mtroduce to land values, to mterest 
costs"and, consequently, to COP estImates 

Hoffman and Gustafson, m the second artIcle, 
address Harrmgton's second set of Issues by propos­

mg that COP estImates separate current costs and 
returns from longrun costs and returns However, 
they do not resolve the valuatIon of land Issue, but 
mstead apply the longrun real rate of return on 
assets mvested m agrIculture to the current market 
prIce, whIch could be,mfluenced by the forces·Har­
rmgton IdentIfies But, Hoffman and Gustafson's 
format clearly Isolates thIS ImputatIOn and others 
from cash mcomes and expenrutures 

In COP estImatIons, as m some other economIc ap­
plIcatIons, analysts attempt to remove the effects of 
InflatIon and temporary fluctuatIOns from the 
nommal mterest rate One lme of economIC reason­
mg, that of empl~ymg the ratIonal expectahons 
hypothesIs, does Imply small fluctuatIOns m ex­
pected real mterest rates However, hIgh real mter­
est rates, by h,stOrIcal standards, have perSIsted for 
some time 

In the Research ReVIew sectIon m th,s Issue, Sundell 
summarIzes the lIterature on the determmatIon of 
real mterest rates He concludes that real mterest 
rates'have been qmte'varlable because of slow 
adJustments of wages, prIces, and output to changes 
m the nommal money supply 

Lorna Aldrich 
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