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Berald R, Ee%en \gricultural Economics Library

This paper iﬂ based on some extracts from a veview of s:,-hé post World
War IX H%;emmm in farm mn&geﬂmné - production economies. Whet has
been eﬁr&mﬁé& gre these points considered %é'b@ helpful ¢o furthey
fiimu@si@a at this meating of the future of f&m monsgement. The p@er
ie orgenized into %’m seczions, The fizst emumerstes some developments
m the post wfmld War 1I gm%«:mﬁ ﬁh&a point to iimitations of the .
maﬁ:haﬂ@‘l@gi@al fx’»mﬁmﬁc of statiec, produstion sconomics, thesey and
profie ‘maxmiﬁatiﬁm | This framework is comsideved to Eeé the basie
féundaﬁ:ién on which més&» of our efforts in farm mapagement - prédm%iaﬁ
ea@ﬁ@miw have been built in this period. Wiﬁh mm background the
second section then spesks fo the @utiéok for the future for farm

wAnsgement.,
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Soms Davelopments Tolnting o Limirstlons of the Methodologieal Framewozk
of Statiec Heonomie Flrm Theovy amd afiﬁ Maximlzation

yIﬁ the poat World war II perisd, the wethodsiogical base for most
of ﬁhe w@rk in ferm wmosagement and production sconomics was ﬁﬁati@@ G-
duction economies theory with profit maxinization as the goal or nowm,
The work was largely problem oriented and problems wers defined ev
identified mostly by éegér&uw&@ feem the equilibrism conditions of
eecononics and fivms were ﬁ@@@ad@veé zo be in eguilibrium when ﬁagi-izﬁwg
profics. Moreover, profik m@aﬁ&i&aﬁi@n undey the cowpetitive conditions
that were eonsidered ¢o prevail in most of agriculiure was viewed as
synenymous with resouves effi@i@méyo

Given the vélaes éﬂﬁ goale of farm-houschold desiziop-making uwnits
and given the dynamie envivonment iﬁ which these units operated, the
methodological base of statie, production econemi: theovy with profit
meximization or resource efficisney as the guidiag moti iwe was subj sted
o & grest deal of strain from the very beglmming, Throughout the
poest World War I1 pevicd seversl developments ook placs, most of which
weve delibevate attewpbs o e&se.thé stress on this velatively mavvow
7 methodologienl base, |

Onie such developmesnt W%s the concepruslizsiions and model ¢ construel tions
for handling visk and weertainty, such a2 the nothematical programming
and simulation wodels with stochastie properties and muletiple objeetive
funetiaﬁss

Amother development was the wather fax«yaﬁghimgv@ffartg devoted to
& ﬁﬁuﬁy of menagerial processes or functilons, to the study of finding ways
of messuring the maaagam&n&iimpmﬁ and o whe atuéy of how to improve
management. Most of these efforts had theilr foundation im & bebavioral
theory of the firm which was a shift away from the navvower fyamework of

statie, production ee@m@mies thepry with profit mexinization as the norm.



Farm and homs development ov plamming with iZs impact on teaching
(particuvlarly in extension) and researeh also polnted ¢o limitations of
statie, production sdonomics theory of the firm with profit maximization
as th@rg@éio in &his plamning effert the favm fizm aad the houschold
were viewsd as an integrated decision-making unit with multiple goals.
Incorporatiog time inko prograwming models made 1t possible o provide
planniﬂg information for gekting from the existing ferm-home sifustion
to some future sltustlon inm contwrast o timeless planming that provides
0o informetion betwesn the existing and the optimum, .

The change in the struetire of agriculture, emphasizing an increase
in fa¥m gize (fizm growth) bas alse emphaslzed the_shoabcémings of the
methodologleal framework built on statie sconomic theory and profit
mizinization.

Crouwth medels that incorporaste time, imperfect kmowledge, hé&ﬁéhalé

- eonsumpllon, fieercial flows and cther variables ase not much akin ﬁ§
the timeless nedelg, zssuming perfect kuowiedge snd profit maximization
by the firm with se household constraists,

Am@th@r»daveiopmaﬁz pointing to limitstions of statie fivm theory
is the fized asset concept advanced by Glemn Johnson and assecistes,

In ¢radicional fivm theory, the asguisition cosk of 2o asset equals iks
‘salvage v&lue‘amé in equilibzrium these two values are equal te the
marginal value product of the asset or resourse. Jeohnson and asgeceiastes
argued that theee conditions may bold for some asseie buk for others,
acquisifion costs and gslvage ﬁalues differ considerably and thet an

asset is fixed if ite wawvginal value produck falls between is sequisition



eest and its salvage valus, This concept has been a@pvlied to problems
in fgmge& aveluation and ueed in prograoming models for estimaiing supply
TRAPONSES

In the post World Waw II peried, several artiscles heve been writken
that raise questions about what ferm managewent veally is imm(ﬁg 153,
134, 155“70 Glemn Johnson bas avgued that it is far broader than ecenomics
but that it has become 3 subfield of production sconowmics. He has
suggested that perheps it is an impossible diseipline, that perhsps it is
just a point of view, Willizms has viewed production economies & only
ons of the basie é%ismipi.meg af faym mansagenent and Rutten hold that
farm wansgement hgly pever vesolwved satisfactorily ujw gquestion of
whether it should confime itself to the cconomies of farm managemsnt or
- whether pr@dm%:i@# .emmmiwﬂ iz simply one of the applied behavioral,
sogial, biologicsl and physizael séfence diseiplines on which the field
of farm wanagement is based. Ia short, favm management foces an
identity crism and if wa d@s&% kacw what fars mensgement is then most
assuredly it becomas diffieuit to hnow what is metheodolegical orientation
or foundation iz or s;'s?mu?;c}?a@ o With this vz‘mé the other afovementioned
&evalﬁpmem% we now furn to view what the cutlook ie for the future of

farm mandgemend.



Vo Outlsok for the Future

This chapter began with 2 duote from Heady to the effect that advence-
ment iz a scientific field grows not out of unquelified asceceptamce of the
status quo but of frequent appraisal of the voad shead. Through the years
since W@rl@ War II, we have been emviched by a number of excellsnt weviews
and appraisals, some of which focused broadly om agricultural ecomomics whilza
others were specific to preductlon ecomomics m%“faﬁm BABBEENEDT aﬁa already
E&i@?@m@@éoéij bs was mentloned ac the s&aéts as students of sccial scismce,
our central focus isié@ WOrk not @aly to increase the powexr snd capacity of
our sciemee -- 1ts methsdology, ibs aualytiesl tosis and techunigues se ag Lo
become more effective im solvimg cuvrrent social preblems but to spply this
capacity to solving problems of growling social comczunm. Ilooking st the
production functicn work and the development im mathemstical prograwming,
simulation zod other emalytlecsl techuigues that have extended theory to
faclude time, imperfect kmowledge and various decision criteria, I kave the
imgzeﬁéi@ﬁ iha& considerable progress has been made in incrveasing the power
of our appzie& seience in handling the growing samyi@xity.af our preblems.

To be demomstraced yet, 1t seems to me, {3 whether this develgpment will hava

gny pay-off im solvimg problems of growing sccial comcern, As Williaus has

31/ See Jobmsom, C., Eﬁ%ui@@ from Profuction Economic Analysis™ JPEIF:206-222,
May 19%%5; Heady, B, 0., "Public Purpose im Agricultural Ressarch emd Edu-
cation®™ JFEA3:566-581, Aug. 1961: Johusem, G., "Stress on Preductilon
Becnomics, ™ Australien Jourmal of Age. Ecop. 7:12-16, Jume 1963; Ruttas,
Vo, "Izsues in the Evolution of Production Ecomomics, JFEA9:14%0-1439,
Dec, 1967: Ruttan, V., "Praductien Econpmies for Agricultural Develep-
ment® Indien Journal of Ag. Bcom. 23:1-14, ApveJume 1968: Willilams, D.,
"Production Econsmics, Favm Mansgewent and Extension™ AJAESL:57-70,
Feb, 1989;: Castle, E., "Pricvities iz Agvieuliuraz]l Ecomomics for the
1970%s" AJAESE 821-840, Dec, 1970; Heady, E. 0., “Ail@caaiwm of Colleges
and Feonomistn™ AJARSL:934-944, Dec, 1872,



pointed out, " . . The growing enphacis on uncertainty, &nd on inter-dise
ciplinary approsches o inpuieputput analysis on the blclogical side, and to
decizion making and behavioral studies on the socizl scilence side has been
well-meaning enough, But these new af{forts have not yet pald off im tewms

of their infiuence upon practitioners of either exteansion or ferm management®

Ip. 65, 136 7. |
It is te the pqimt of pur effectiveness and our dedication to selving

preblems of ecomomic of soelal coucewn that 1 addwess my remsining resarks,

because im the f£inal aﬁaiysis as applied scientists we aze going to be

Judged by our éedic&ﬁi@m and skills i2 solwivg preblems of socizl cemcern,

As @ basis for incressimg ocur effectivensss it may be helpful o focus on

the famm menagement identicy cxisis and oo some orientation questioms,

-Ihe Farm Memagement Identity Czﬁmi&ﬁg}

In the pﬁeviémg gecilon we woted Ruttan sayimg that the question of (3)
whether farm mspagement, 25 2n academic field, should confine itself to the
economics {or produetion éc@ﬁﬁmica) @é farm managensat or (b) vhetherw -
protuction econguice 18 simply one of the applied behavleszal, soecial,
biological aud physiecal science disciplines on which the f£ield @f‘féfmv
managenent 16 bssed, vemslps unsolved, We szw Glemn Jobnson say that fzrm
managenent had become 2 naveew problem-solving sub-field of produstion

econgmics, which in tugn is a subeficld of ecenomics,

327/ 1demtity problems aze veslly mot peculiar to ifaem mansgement, Given
the vericus nomes that ave movw being used for units previcusly idesmtified
ag Agriculturel Eccoomics, it is guite clear that Agriculivral Bcomomics
ton, haes an identity problem,  Even colleges oy Institutes of Agrieuvlture
have identity problems, '



Froem 1ts very beginning fawn mansgement w&s‘& wmuitidisciplivary study,.
Originelly what was kuown in farm manegement aé a study came divectly £rom
the farms, Ferwms produced crops end livestock and used land, seed, Buildimggg
iabéx, tools, machiaeﬁys umanagement, eie., for production of crops and
livestock, and data gatheriung on th&ﬁe‘mﬁtﬁutﬁ and inputs was origimelly the
study of farm menagement., Over time, specislized bodies of knowledge sad
information have developed which 2ze often eail@ﬂ disciplines, apd the ‘
digciplines wveflected ium the date gothered in the early days of farm
nensgement were mostly the technicsal fiei@gg zpch 28 evops, iivest@ak? fazm
power and machiﬁéryo,

Before 1f was very old, farm mopagement found use for primciples, thegry
and iﬁfuzmati@m frem ecéﬁﬁmi@e and lster from agricultural ecopomics., From
ite begimaing, farm mﬁmég@m@at study ilunvolved subject wmatter from mt&tiﬁﬁiéés
at least of a descriptive sori. However, some time elapsed before farm
management 88 2 study sctuslly began. to 1ﬁtégxag@ t%e theory avud tosls --
sampling theory, regression, frxequency distributionz, ete. fzom modevn
statistics imto its study end amsziysis, Later, form mensgement study drew
upOn ed@cepts and techniques (Bayesian analysis, geme theory, msthematieal
pr@gxammimg) from various svess such aé statistics, mathematics, social
psychology, ecoucmetrics, for handling risk end uacertaimty considerations
and for meximizing or winimizing specified objsctives in decision ﬁﬁk&@go
"with the advent of computer techsology, ferm management study hes deawn on
concepts from applied wathematics in the form of simslstiocw techniques for
handling problems of wisk smd uscertsinty for s farming system and for
measurlng the copsequences of intredwcing changes into the syét@mo Again

farm menagement study has drawn on concepts from operations reseaszch in



handlisg usnagement problems related to im@é@%@ﬁyg resouree allocation,
sequencing, x&gl&eém@mtg ioformation seavch and compeiition.

The Intersiate Msnagerial Study, coneceived o obtain kuowledge of
mﬁﬂ&geximl pw@eeséesg provided fivst-hand empivical support to the widely
held view of farm mspagement s8 a broad, problem selving, intevdizciplinary
study., Farm @per&ﬁgf perfprmance of the functions of observimg awd g%th@%i@g
information ou prices, p&@@u@ti@mg iﬁgﬁiﬁméiens and people; of analyzimg
the informetion; of éeciéiﬁgs of acting aaé acecepting conzequences for
action teken showed or vevesled the busad imterdisciplimary nature of &hi?
performance. ‘ .,d_i:*;

The noxth cemtral r@gi@ﬁal project @m«é@éégéﬁe@ﬁg the humsn factor
{lacer known a8 M&m@gem@@t Besource iw'ﬁaamimg} wes planned for the puvpose
of messuring the mﬂmégari&l'a%ility of farmeyrs. This stitexmpt Lo meRsure
manageriel ability indirectly through factors such as age, experience,
sducation and other varimblies of 2 scelo-ecouomic, psychological nature,
also leat SUPPOTL eé\z&e view of ferm wmanagement as ahs&udy strecching
across numerous disciplimes. Hemce, given the pature of the unit om which
the study of fagm manegenent focuses, given the functions thet ¢ msnager of
such 8 upit must perfeem €o solve the problems he escounters, faum mauagement
as a study must necessarily comtinue i 2 multidisciplinaery vein,

Ruttan chserved that, “if form wansgement is defined as a fiald wirich
is concerned with the application of the full zange of -behavieral, gocisl,
biological, end physieal sai@acé@ {or even of the sccial and behaviewmal
sclences) to the mansgement of the farem fiem, the imgii@a&i@nﬁ for the
organization of agriéuiﬁ&x@i economics, @& on academic ﬁieidglbegémé'exfiemeiy

difficuie® [ p. 1494, 156 /. Not ooly will it be difficuit for agriculiural



ec@ngmieé as ap academic &leld, it will be difficuli for famrm mansgement,
unless some imtegreting foxce exisis. Questions thet meed Lo be resolvaed
for farm monagement are: ﬁh@t is manaéemen&? What iz to be mamaged? Whe
doas the management? Whst i3 the unit of snalysis? Who awe &h@ clientele?
Whst ave the decision ceiteria? W&a& gre the allocetive primciples? Fox |
if fore mensgement is multidizcliplivary encompassing he&&vi@x&lg.sociSIQ‘
biological and physical scilences as per Rutien or encompassing statisties,
&ogiaQIS@ciﬂlagyg howe economics, peychology, philosophic #alu@ theory,
phiysical and bdiolegicsal sclemces aud economics as per Glemn Jobnson ﬁfﬁ&ﬁ;?},
then av important questios is whether thesz wany disciplines exist as
parallel fields, each with i&skGWm methodology, key veriables and fundamental
relationships, &li@caiive principles aund decision crig@xia as these pertain
- to mensgement in each discipline or sxe there linkages smong the varisbles
from each digsciplime that tie the ﬁisci@iaa@s together into @ general theozy
serving 28 2 foundation for & managerizl sciemce? Or is therxe ome of thess
many discipiimes that iz so imlegrating disciplime, or iz the mapager &
wulti-person Qhé iglat ome time & psychologlst at another time sn
agronomist and at apother. time an econemlst and making disciplinscy decisions?
Ruttan sugges&e@lahat one response to forn menagesment defined as the
application of multidiceiplines t@'&he management of the farm fimm would ba
for agricultural ecconcmics deparitments to achleve a broader staﬁgimg pattern,
like in business® schoole with o mapsgement sciemce approach, which would, aé
2 minimum, bring is staff wembers trsimed in the several social swd behsviozal
‘sqi@ac@é l?éc 1494, 134 /. This zesponse would ﬁ@é%@ to briog sevepsl
“discipliﬁes ﬁ@ﬁeexmaé wié&'m&aagﬁm@mﬁ wder one eduinistrative wnit but it

iz gquestionable that it weuld serve 3 an imtegreiing fovee om varisus



diseciplines, because if Ruttenm has in mind primerily the business nanagement
compenent of business schools then the approsch to mepsgemsnt may be o more
integrated than in farm m&magemeﬁtupreﬁacti@ﬂ sconomics, My uﬁéeza&amd;ag

is thei business maenggenent ﬁs@sbssvefai appreaches o man&g@meua == BPprosChes
that iavolve sevegalléisciyiiﬂasog§f Oue-epproach is the productivity approach
thet emphasizes aciemﬁii&c managenent, personpel mansgewent, intervmal

finsncial management, and techmoleglcal aids to gréﬁuctivityo & secoand
approgch iz the behaviowal &@ym&ach\which emphasizes human zelstiesns,
communication énd how people behave under varylsg conditiouns. A third
approachk is the rationslistiec model approach whick cemtere om wicro ecomsmic
theory, how a firm should behsve to max;miza profive, game theory, systems
analysis and operations reseavrch techmiques. A fouxih approach is the
institutionsl with emphssis on an vederstanding éi the practices, customs

and laws uwnder which 2 manager operstes,

A second Eesp@as@; according to Buttan, is te follow 2 patterm evolving
in many agribusiness programs of esta@iiﬁhimg a close program integration
with the business schools, Thé effect of this response, as Ruttenm sees it,
would be t@ reséructufﬁ agricultursel economics ageciélizati@ﬂs with (a) the
firm-oriented fovm nanagement end &ggicuiﬁuéaﬁ business menagement curriculum
and research progrops more closely intezraged witch simil&g programs in the
schools of business snd (b) with the solicy oricnied aress im agriculiueal
economics continuing their close sssociation with departments of ecomnomics

L po 1494, 154 7. Theve certainly are structural chsnges im agriculture,

33/ 8ee for exsmple, Newmam, W. Ho, Summwer, C. E., Warren, B, K., “The
Process of Management" Ch. 2, Prentice-Hall, Imec., New Jersey, 1967,



'a@gh B8 vextical integration snd the repidly gxmwiﬁg capital baze of faum
fivms calliag for imcressed atiention to fivancisl flows apd menagement, and
there is common understanding o2nd ussge of mamy of the same anslytieal
techniques, all of which provide 2 logical base for & closer ssscelstion.
However, as 2 mesns of integrating muliidisciplimeaJ&@ &n spproech teo
nensgement 1t appesrs to face the sswme problems as Rutian’s first respomse.
But if form mensgement is defined less breadly, i.e., as the ecomsmics
of farm producticn or as the production econsmics of the farm flvm them
Ruttan sees o c@ﬁfiic& with the tread im the evolution of the two fields éE
farm memagement znd production econsmics during the last seversl decadss.
The scademic field of fawm mﬁmégemaﬁt would focus om the production cconnmice
and the eccomomic ovganizsiion of the fawm firm, leavipg the comerciszl fsmm
mangger, o¥ his advizers, {@5:@@3 Buttan) to integrate the findings From
agricultural &@@@émﬁeg and from other disciplimes for decisliems at the Fism

level, This hes been the spproach of form mopagesent ecomomlcs wheme

economlics with the use of vevicus decision criteris snd allocarive priuciples

4

is, in the hends of the mensger ov hie advisews, the iﬂé@gf&aimg diﬁai@iﬁa@o
This spprosch appeazs to b@ é peactizal approsch to the farm monagement
identity problem. It doesa’t solve the “problem vs depaviments snd disciplimes”
dilemma of the applied @&ﬁaﬁﬁgao Fazm maﬂagamaﬁﬁ economics reguires an
overriding commiiment teo problem solving snd problem selving requires the
abllity to perceive znd use concepts and factusl velatioms fvom mawmy disciplinez.
But all applied éai@mﬁﬁa havs & gzéﬁiam f@éﬁg and Lo the extent that problems
- ere multifaceted (sad wost of them in the real world ave that way) their
satisfactory solutioms call for luformaticn aud &méwieéga from wore than soe

diseipline ~- at least giver the structurs of cclleges, universities and the



development of koowledge. Disciplines ov branches of leerning or fields of
study are msp-wade znd men cap define these broadly or nsrrowly. Whether
he can develop them broadly for satisfactery éppliea&i@né to and solution
of pfobl@mg i3 quite g diffevent matter, The é@égf@ dilenms 1s that with
the explosion of kunowledge, man, if he is to know 2 field in depth has of
necessity been garegé either to define éigciyiﬁm@s more narvowly or to divide
2 discipline lato subdisciplimes at the vexy time when problems have becomes
;mefeasingly complexn, veguiving imﬁexmatﬁ@ﬁ from a broadening spectzum for
satisfactory solutiom. |

Glenn Johuson sew the problem orisntation of ﬁém@ msmagenent following
Worlid War II as differing warkedly from the precedimg fact~finding oriemtation
[fbo &, 153;70 But he also saw & sericus flaw in this new oriemtatlon which
ke descvibed as the narrowness of the problewms considered, These, he said,
tended to be @eéi@g@ in terms of the disequilibria of staéicg pf@dm#ti@ﬂ
economices theory, Johnsown ressonsd that this @@ﬂ@é@tﬁ&ti@n hed made fom
} maamgemeﬁt 8 Darpsy pf@blem%salwi&g subfield o€ preduction ec@ﬁumicéq‘
Johmagn added that problems definable in terms of disequilibrias asrxe solvabls
through reconmendations for establishing eguilibriums én@ éh&t as lomg @8
the m&fgi@@lity_@@@éiﬁia@g are pet for am @@@iiib@iwﬁg existing problems ave
not directly discernable or eplvable solely within the theory and heuce
can essily be overlocked, Hers he ﬁmgg@ét&ﬁ that the focus of ecounounle
theozy on ﬁigeq@ilibri& can distract attention sway frem the ﬁ@&lly'malgvaﬁt
problen of iﬂ&de@ﬁ&ﬁ@-f@@@ﬁrﬁeﬁ éi some of the units meking up the imital
asset owmership pattern,

At least pert of the solution ¢o this preblem is to bulld medels that
axe less coustrictimg., One approsch here is for professionals with iﬁz@xeg&s

in form wanagement ecounomice and production ecomomics to expamd the theswy



and models by welaxinmg the basic sssumptions vnderlyisg statie, production
economics theory. The basic assumpiions taken &s given ave: perfect knowledge,
the state of the aﬁtsg tastes and preferences, timelescness, iunstitutiems

and motivations., If we have the &kiilas interests, and energy to wozk

towavds lucorporatiag these “givens” inte the theovetical systémﬁ and

models, produciion as@ﬁ@mies.themzy would be broadexr im scope and should

moke nesrly meet the mseds of solving importast problewms im wanaging ferms and
other units., Progress haes been made in Incorpovating some of these “gilvens”
as varisbles into our medels sed in ezpanding the objective function beyond
profit mﬁximizatiomo Just what the payv-eoff from this progress will be is
difficult to predict but wost assuredly specialized tzaining and skills ave
requived to fommulate complex models, teo.develop computer software svd €o
operate the equipment, that will geverais pvoblem spiutiens. Only lavge
comzercial fimme and goversmental units mav be able to afford these investment
and eperational outlays while small flvws and smell govermmental @mi&s will
weed to purchase the sevvices. Also, there i&l&i&@ a quésti@a of how
sophisticated decisien-making uwnits veally wish to get. As Baker pointed

out, weny facmevrs may be willing to pay 8 relatively high price for the .
privilege of belng nom-rigorsus im decision making ﬁfé@e.fgatmsae reference
2@;?Q and e Langhom suggested iu our asttempis to help the decisien mskew

- we may be veplacing him with adverse effects o the decisien maker and to

the guality of ¢he human decision iﬁée@ footnote 28_/.

Seme Suggested Orfemtations for the Fetuye

For the foveseesble future, at lesst, vesearch, zesident znd extemsion

teaching ss releted to the fawm flum (and household wherever appropriate)



8@@&1@ be c@me@zﬁ@ﬁ as farm napagam“@L economice, but with a focus om
problens of concern to the specified clientele and with a methodological
base that c@mbiaéa the standavd model of profit maximizatiorn under certasinty
with behavioral theories ov consivucis thet have something te say about

how individusle and cwgenizetions respond o im@@zieéﬁ knméledges risk,
uncertainty and multiple gesls., With this ovientation, the subjeci matter
discipline Of‘fﬁfm mansgement econonics will bave s heowe i sgriculiural

or appiied scomomics, c@mglem@ﬁiafiti@s will exist between farm nanAgement
eéanamiés and production economicss and the availsble theory, tools aa@.
technlques can be put té work iv solving cvucisl eccongmic end secisl py oﬁl&mﬁo
Aé the seme time efforis should be dirzectad towawrd che @m@ﬁibility of tying
the various discipliunes ovx paris of ﬂisciplim@é together into an lntegrated
managerial theery and science that canm be applied to both private and

public, individual svd group, deciﬁi@u meking, Perhaps Dreze has suvggested
the germ of such integration 3"1\5 He sugyested thst 2 decisiom problem
under uucertaimty can be decomposed log &caliy into form steps whick aze:

(1) define the set of scte, (2) define s utility om the consequencas, (3)
ﬁefi@@ a probebillty wmeasurs obn the events, spd (&) £ind an a2ct which 1s
optimal in terme of expected ukility. Dreze, at the cost of oversimplificetion,
suggesied that p@ai&ive aconomics should halp im defining the set of acts,
thag is, the range of 2 spatives and %aeir consequences on the states.

It seems that the behaviefsl scisnces genevally and the physical aand
blelogical sciences would also be of assistance hewe, Dreze callied on
normetive @ca@amis& to help im defininmg ubility, om statistics and ecowometries
to bring emplzical observetions to bear on sssessment of the probabilities
gnd om mpathematlesl @Eﬁgﬁaméimg techriques to help im determining the

optimal ace,



4 clesver, morve speclfic corientation o ouk cliemtele is needed, whoever !
they axe. If we are engeged iu problem-solvimg ectivities we must kuow
our clieatele’s preblems, their gosls, their values -- possibly working with
them im artiauiati@g them, If we are iﬁV@1Vﬁ@ in eéﬁéaki@n we must decide
what goes into our puackages. We must identify cleaxly o@r units of analysig ==
a farm fizm, & farm fiwm household, a set of farm feed processing fivms, av
epes, 2 regionm, a mation., We wmust identify the decision oé pgiicy wakeys
of these unite., If our clicmtele awve both private and wu@iﬁc then our analysis
peeds to single out those altervative acts that compets and that complement
each other in private emd pubdlic svess and show what the private and soeial
costs are of attsining aud of mot attainimg compatibility wheve interests
snd objectives deviste, The ssme kind of spalysis i§ needed within the
private sector where varleus parties with some diverse intevests ead
objectives enter ingo 2 @@cisi@m making pxm@@@sg &m&ﬁ aa tenant-lepdlord,
fagher-son, farm firam-household, partaership, corporatiom, ete., if the
clientele ave public, such as the people living within an ares or reglon
then the imterests, the gesals, the problems of varicus gz@upﬂ of peaple
within the srer need to be ldentified and ths amslyels needs to shoew bhow
pelicy imterventions a2ffect the aeceds and @bj@&ﬁiveg.@f thege dlfferent
. BTOURS .

Farm wenagement-production aconomies, it has heeb sald, bhes become
orlented towards reseazch t@@&mi@m@ag zasesrch wethode and theory wathew
than problems éﬁiﬁﬁg 154, 13@;70 Perhaps this might also be deasgibed a8
profeszional oviemtation vs., problem crientation. Cevtaimly a professionm
must devote & portiom of 1us emergies and efforts teo the tools of its
trade but hiding behind computevs, technigues and wedels ls uot golag to

solve our secial asnd cconomic problems. 1 do think our university system



{
/

does eancoursge a diversion @ﬁ staff energies x@waﬁﬁ‘g@atimg materigls
published inm professional journais., To the extent &hag this 1s the svenue
to salary imcreases and prowstion, there is prebsbly a sufficlent smount of
proguetism im all of uws so that this avenue appesrs clear and open, But
with decreasing a&w@eﬂﬁveazallmemts and budget cutbacks here am@\heﬁaze 18
I think the signsls ars rather strong for vs to get personzlly imvelved im
- £inding solutioms to problems gﬁéﬁiﬁg gut of teCh@icalé gocial end poiitiesal
changeg
Farn mevsgement-produciion economics has beem sccused of being
identified too @ueh with positivism, that i must become more Tormative
17153;70  Glenn Johason has suggested that spscialization énd s tendency
towazd pasitiviaﬁ have been vesponsible for lack of produciivity im terms
of problem solving, Certaiply 1f such 2 teandemey zepresents a diversionsry
tactic to stsy sway from problem solving ﬁh@m azsin we are tresdinmg
dapgerous water, It is difficult to assess what the right amaﬁmt of
pesitivism sud poEmativism is 1@ an -epplied science, but it seems te ne
that Civiscy-Wautrup has wisely suggested we use scme of beth lfiﬁ%;TQ
He suggested that.n@ﬁmazive fazm menagement vesearch is significant te
meking adjustments efter & policy has been put imio effect. Wavtrup may
not have included fizm pelicy heve but it sScems to me we cap thivk of
policy hewe as established by eny éaaisismemakiﬁg untt, But for |
eatabl%@himg @ﬁiicjg Wautrup added, research dealing with how farmers do
respond is of gresier significance. In this sepse, it appears to me thab
farm msnsgenent-production ecoromics needs some orientation im both
directions,
it has beem svggested th@t research in favn msesgement-producilicn

ecopomics hes beea oviented primerily to provide ilnformation wvelevant fLov



pEiV&&é rather than public de@@ai&a making jﬁiéﬁg 25@;70 Plaxico and
Wiegnenn, draving on Ilnformation ﬁr@ﬁ thelr review of past gnd current
research ia farm m&m&g@memampradéeti@a zconomics, suggested that eé&im&tes
uﬁ int@rfawm apd imtevindustry velatiouships have been consideved e have
iittle valve velative to iﬁtﬁﬁgf@EM'E@i&@i@mﬁﬁiﬁﬁov Plaxico and Wiegnanm
nade that review imvth@ laaé 1950°s. My veview of journal articles,
technical and st&ticn bulletins suggests that this lack of emphatiz has
changed little, ifla@yg gince them., Buk perhaps 1f ome 1@@k3 at the use
of preduction ecomomics im the sveas of rvesouwee and ::fegi@m}. economics the
conclugion would be differenmt. BRuttan &rgu@ﬁg;?@gticwiagly in reference Lo
developing c@uﬁtriasg that it 1z @ misuse of srofeasional talent t@wﬁr@é@,
favm opexators, and even exienslon workers, as the primary cliestele for
micxo-cconomic research and he emphasized the importance of produciog
informetion ou the congefquences of alternative public decislions to
adwinistrators and policy mﬂkeéﬁo It seems to me there was & time (duriag
the 1230's and 1940°s) when there wes & gveat deal of ilunterest avnd effort
devoted to evaluating the eupecied conmsequences of aiternative agricultural
poligi@s on farm vesource Gfe; Ivterest in sgricultural price and imcome
policy has ﬂwi@él@@ but there are meny okher agéte aﬁ@ aatéfai 9@3@61@5 0T
Lack therepf that iﬁﬁi@@a@@ vesouves use, As VETihus SEOUPSs, sgmiggﬁgmral
and mom-agrieulituwral, bid ﬁ@? various resources -- land, water, fuely labor
there are both privete aad soclal costs that need to be veighed sgaimst
'x@tuxus’im alternative uses. Handling wasie and effivent suggest si&ila@
kinde of analyses. As agri-business fifgs and industries move in te provide
pore &ad more mensgerial sevvices Lo farmevs, consideratiom eertainly
éhmuld be given to sh@ﬁﬁi@g‘p$@§35$i@@ai reseurees to study of imterfarm

.~

end imterindustyy problems and relations amd teo 8 study of the micve effects



Y

of sitezmative policies with policy mekers and administrators a3 the primery
clientele -~ alse in the United States.
Through 3 review of literature of & professional group it is possible
to les¥n something zbout the objectives underlying the professiomal efforts
or work of thet group. On the basis of his appraissl of promouncements om
the staste of agricmiaur&i cconomics made by a group of leading agricultuxal
cconomisis., Glenn Johmeon im 1954 distillied 2 list of beliefs and values
that sppeared to be held by a svbstaptial poriion of the prefessions. Withis
that list three deslt with objectives undexlying the work of the profession.
These are [ p. 830, 2 /3
Yagricultural sconomics reseszch exists to serve fazmers and if
it fails 2o do seo it will ecsase to exist, It is 2lso widely
held thet research exists o serve non-farm groupe hendling and
consuming fsrm products, & very substential punber of cur
profession bold that it also exists to sevve seociety im general.
These beliefz ard convictions fairly well defime the problems
on which agrisuirtural econemistas ave éxpected te work.”
Service research, teaching 2nd exteosion work sve crowding cut
fundamental zesearch work to the lomgerun detriment of the
profession.”
*Ihe tvaditional efficlency norm of economics is 8 necessary
but insufficient basis for judgment im doimg vessarch om the
problems addressed te sgriculitural ecomomists.”
At sbout the same bime Ratchford outlined the objectives of extension ecomomics
work and in veferring to the Smith-lever hct ststed that under it we could
work to improve the welfeve of individual fewm femilies, the welfaze of
agriculture or the economic welfave of society in gemexal / 156 /. Ratchford
emphasized ecoBomic welfare of soelety inm genewral.
In 1948, Heady wrote, "Farm Management rveseerch relates to the study of
" the cconomic efficlemey aud productivity of fevm resources, Its speeific

ocbjectives-arxe (1) to guide individual farmere in the besi wse of theix

resources aud in o manner competible with the welfars of society and (2) to



pﬁ@vid@‘fmmd@mamtal enalyses of the efficiency of fawmm resouwrce combinations
which can sexve as 2 basis for betteving the §ubiﬁe administration of
resources where agricultural policy oF institutions which condition
-production efficiency ave conecevned™ ﬁf§o 205, £;7° In the sane article,
Heady stated, “ﬁhe individual farm and broader industry or sociel ebjectives
are a@métimes looked upom a#s incongrucus. They aze not however, Both
channel "to the same end im respect to rescuree efficlemey. . o o Agricultuze
88 & competitive imdustxy pf@viﬁes zn envizonment im which the best use of
resourees by the individual fizm can result im the most efficient use of

rasources from the standpoint of scciety with the ewceptions noted®™ £T§° 2&%3.
1. 7.2 | |

Hemce, even though the objectives as outiined sbove from Johnsom and
Ratchford might iwply imcompatibility between those who set oui to serve
the imterests of farmers and those who keep soclety’s intervests to the fore,
I think most form menegement specialiste aﬁ@ production economists in the
post World War II perlod proceeded on the basis that i most instances
d@%@&iwg efforta to serving elther sctually sa@v@d both in terms of rescurce
efficiency, Mereover, I think fairly strong evidence exists Lo support
the argument that the farm management-production economics vecommendations
for asgricultural adjustment in the post World War II period were compatible
with national policy. The recommendations im ter@s of profit maximizetion
for individual fsrms ﬁmé over-all vescurce afficiency weve bigger smd fewer
faxms, substitution of cepital for labor amd m@ﬁ@m&%& of labor ocut of

agriculture inte off-farm employment where lis value product or wage was

34/ The exceptions were the divergenciles that grow out of uncertainty zud
other impexfections in the merkei, leasing srrangements and other
institutional factors and segmeants im agriculture that are not
competitive,



assumed to be highewr, Th@@é vecommendations do nokt appear te be ai odds
with national policy thet has encouraged uniopizstion of labor, mimimum
wages, bhas subsidized veseawch &mﬂ education im agriculture, has subsidized
credit in agriculture which cheapeued capital costs in agriculture and
decreased demands for labor ass labor saving technology wae substituted for
labor,

But I think we have enterxed s period m&ﬁkéd by a resrientaticn in
objectives. In 1969, Williaws wrote that he hoped that im retrespect, the
1960%g would be seew as the period whem the influence of humenism im the
sciepees, fmcluding @c@@@micﬁg matured ijﬁ@@;jo Im R97¢, castle referved
te a recurrent theme vusping through discussion im land graat education
cizcles which was that if universities could but reowder their pﬁioﬁi@i@é
opd orgamize to tackle ﬂz@aié soclal problems rather than simply increasing
agri@ulﬁdﬁai output them we would be giving webirth to the laud-grant
philesophy ifiﬁ?;7o At the sane &imé Castle ah@x&c&a&&z@d‘agximulawza&
‘economics of the 1960°s as aiaim@ whin small conceptions of 8@3131 problems
were discarded and subspscislizations zueh 22 fovm wepagement, warketing and
zescurce or land ecomomics tendad te yield to broadewr cetegories, as did
agricultural econemics igself. Im 1972 E@&ﬁy wx@ze5>”@vem the long Tuwm,
i&stitmﬁi@ma.éze likely to ba better financed and gainm broadex pnhli@ ﬁﬁpp@mt
if they councern th@méei%ﬁﬁ more with the pecple and probleme of greatest |
- social gﬁgemmy“ if@o %36@ iﬁﬁgfa in the same yeaw, Daniel Fusfeld of the
University of Michigam wrote, "rhe problems of the present imdicate the path
of the future, A veconstructlion of econowics -- 3 new syonthesis sed a new
paradigm -~ will have tm.m@%e roward greater concern for bumsne valuss,
toward = humene ecovomy oo 2 worldwide scele., A humane ecomomy zequives

more then prosperity and economic grovih, weve tham efficiemt allocation of



repeuress, It ﬁ@msn@é changes in the fremowverk of sconomiec imetitutions
te schieve greater equality and freedon. 25! It requizes dispersal of the

economic power and governmental suthowity thst suppert the present dispesition

of imceme, wealth and power, It vequizes & seeial &avig@mmaﬁ&_th&t‘brimgg

a8 sepee of community saé.ﬁailgwahip into humen relotionships, It demdwmds
c@m?atibiliﬁy am@mg man, bis techuolegy, and the satuval envivomment. And
all oﬁ chess thimgs must be done on & worldwide scale, These are the goals
of the future, teo whﬁé& ecomsmdats and @@axy@ma'elﬁa will have to devote
their emazgias“lﬁfi39;7q' I close with a ples for fomm mapagement-production

economics to move shead im this epivit, to mowe shead with the times,

- 38/ 1Im a vecent semiper, Rutten arvgued that im zecent years much had been

done in messuring the contribulionSef the matuzal sclemces and techneolegy
to growth in sgricuvltural amd landustyial outpul, but thet similaw
progress had pot besn made in concepiuaslizimg the contribution of new
knowledge to the proetssz of isstitutional change., Ruttan reascmed that
the value of mew knovledge is the sccisl scienmces comes primevily fvom
its comntribution te the process of institutlenzl change., Henece,

the primary retionale for public fmvestment is the development of the
capacity im the eocial sclepces is to produce imstituticonal iopovations
that are move efficient then current imstitutiens.



