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Theories of Choice 

In Relation to Farmer Decisions1 

BY JOHN L. DILLON AND EARL 0. HEADY 

Farmers make decisions in an uncertain environ
ment. Within a given year, weather and, consequent
ly, yield are uncertain-even though more pedect 
knowledge exists relative to the mean, distribution 
and other statistics of yield over a period of years . 
Prices, especially for livestock where little govern
ment stabilization is provided, are particularly vari
able and give 1ise to difficulty of optimum choice. 
In addition to these main sources of uncertainty, 
many farmers are also faced with uncertainties stem
ming from personal and group relationships. An ex
ample of the latter is the length and conditions of 
tenure on rented farms. 

Within this environment of uncertainty, farmers 
must make choices of the combinations of crop and 
livestock products to produce, the farm practices and 
resource mixes to employ, the scale of operations 
and capital investment and other decisions which lead 
to profits or losses. While the decision environment 
is highly uncertain, recommendations to farmers on 
physical practices and economic organization are 
often, and perhaps even typically, made as if the 
future were known with absolute certainty. Over the 
previous two decades, however, certain theories were 
developed which recognized the existence of uncer
tainty in economic choice. These theories generally 
supposed that subjective notions or expectations were 
formulated with respect to future events, and that 
decision makers formulated choices accordingly-using 
various precautionary measures to conform with the 
degree of uncertainty and their ability to withstand the 
risks attached to unfavorable outcomes. More recently , 
theories of choice have been developed which suppose 
much less knowledge, or subjective anticipation, of 
the probability of future events. These theories of 
choice, or models for decisions under absolute un
certainty, defin e sh·ategies which can be used by 
decision makers when they assume meager or no 
knowledge about likelihood of outcome of alternative 
future events . 

Some of the latter theories might have promise in 
application to decisions by farm managers (a) in the 
normative sense of explaining the types of decisions 
which should be ma.de, relative to the particular goals 

1 Project 1135 of the Iowa Ag ricultural and H ome Economics Experi
ment Station. 

of the farmer and his family and his decision environ
ment as it affects the degree of conservatism in 
choices and (b) in a descriptive sense of explaining the 
methods and procedures used in making decisions 
when the outcome is uncertain. The purpose of th.is 
study is to examine decision models or choice the01ies 
as they might apply, in both senses, to choice of 
farmers. 

Development and application of useful decision 
models could be of extreme importance to farming . 
Individual farmers typically make their own decisions 
without aid of a staff of assistants and with the full 
financial burden of outcomes falling upon themselves. 
Hence, if decision models which correspond to the 
decision environment ( i.e. , capital position, family 
responsibilities, degree of uncertainty, risk aversion 
and other characteristics conditioning the farmer's 
willingness to take chances in his choices ) could be 
developed, they would cause research findings and 
educational recommendations to gain wider accvpt
ance and greater application to the individual's situa
tion. But for such choice theories to have practical 
application, they must correspond roughly to the pro
cedure which farmers can and do use. Hence, this 
study has the twin objectives of ( I ) determining the 
degree of correspondence between the procedures 
farmers use in making decisions and various choice 
theories and ( 2 ) specifying situations in which farm
ers would be b etter off in using alternative models, 
as compared with the methods currently used. 

This study is of general methodological nature. It 
is resh·icted to a particular set of decisions ...... namely, 
choices with respect to cattle fe ding over the eco
nomic horizon of a single year. It also refers to a 
particular age, tenme and geographic strata of farm 
m:magers. It has been so resh·icted because it is an 
initial investigation relating formal choice theories to 
farmer decisions. 

The discussion which follows refers to Nature. 
This term is used in the convention of game theoretic 
models. It refers not only to weather but also to other 
things, persons and groups which "serve as an op
ponent" of the farmer in causing his choices to have 
different degrees of success. Use of the term Nature 
thus eliminates the need for continued redefinition of 
the persons or things for which farmers must develop 
strategies in decisions. 

905-



THEORIES OF CHOICE UNDER UNCERTAINTY 

Uncertainty prevails when the decision maker has 
no objective knowledge about the probability of oc
currence of the various possible states of Nature. 
'While he may know Nature's possible alternatives, 
h e knows nothing about the probabilities of each 
event or alternative. In recent years, theories of de
cision making have been developed to treat such 
circumstances. Theories of Wald,2 Savage,3 Laplace4 

and Hurwicz5 are examples and will be outlined first. 
The more general theories of decision making of 
Simon6 and Shackle ,7 as they relate to absolute un
certainty, then will be described . The discussion which 
follows will b e in terms of a generalized payoff matrix 
such as that shown later. 

DECISION THEORIES SPECIFIC TO PROBLEMS OF 

UNCERTAJNTY 

The theories in this group h ave a number of com
mon features. They are not general theories, but each 
provides a mathematical algorithm for selecting the 
b est act or choice. The best act is defin ed tautological
ly as that selected by the algorithm. Also, they are 
rational theories to the extent of b eing mathematically 
w ell-defined and objective. The postulated algorithm 
in each case is precise and never leads, given the end 
of profit maximization and the decision maker's 
problem setting, to ambiguous selections under a 
given set of circumstances. 

There are no a priori theoretical grounds for select
ing one of these theories over another. The preferred 
algorithm depends on the decision maker's psycho
logical make-up, judgement and problem setting. 
H ence, there is no single best mathematical pro
cedure for solving a decision problem under un
certainty. An infinite number of algorithms are pos
sible, but it is doubtful whether criteria more plaus
ible than those discussed here are useful for norma
tive analysis of empirical situations. Too, those ex
plained are not so complex that it would be im
possible for them to describe procedures of farm 
decision makers . 

WALD CRITERION 

The vVald, or maximin, criterion provides for selec
tion of that act or sh·ategy which has the maximum 
minimum payoff. A pure act refers to selection of a 
single course of action, such as planting a single crop 
variety or feeding only one kind of cattle. If a mixed 
strategy-the selection of a combination of altern :ttives 

::t Wald , A. Statistical decis ion h mctfons. WHey and Sons, New York . 
1950. 

3 Savage, L. J. Th e theory of statjstical decision s. Jour. Amer. Stat. 
Assoc. 48: 238-248 . 

4 Reported in Luce, R. D. and Raiffa, H. Gam es an d dec is ions: intro
duction and c ritical survey. Wiley and Sons, New York. 1957. pp. 102-
124. 
5 Hunvicz, L eo . Optima lity crite ri a for decision making under ignorance . 
Cowles Commission Paper. No. 355. Chicago. ( m irn eo.) 1951. 

o Simon , H . A. :Mod els of man. VViley and Sons, New York. 1957. 
7 Shackle , G. L. S. Expectations in economics . Cam bridge Uni vers ity 
Press, London. 1949. 
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such as feeding several classes of cattle-is permissible 
and if the payoff matrix has no saddle point, then 
that mixture of strategies should be chosen which h as 
the maximum minimum expected payoff. A saddle 
point refers to a mah·ix of strategies and payoffs which 
specifies selection of a single course of action. This 
criterion is equivalent to b·eating the problem as a 
two-person zero-sum game as outlined by Heady and 
Candler,8 a procedure that assumes that the worst 
possible result will occur. Hence, the maximum mini
mum refers to selecting the strategy or act, or mixture 
of these, which will minimize loss if we suppose that 
Nature will do its worst or which will provide the 
maximum profit outcome when it is supposed that 
Nature will cause losses to be the minimum possible. 
Since Nature actu ally is playing a passive role and 
not actively trying to defeat the decision maker, the 
Wald the01y is extremely conservative. In a manner, 
the Wald criterion selects a set of sh·ategies which 
will give the decision maker a given income with 
"smallest chance" attached to it. 

SAVAGE ORITERION 

This theory considers the regret that might be felt 
after the true state of ature is known and it is 
realized that a larger payoff might have been obtained 
had a different choice been selected. The procedure· 
provides a solution to minimize this regre t. To this 
end a new payoff matrix, termed the risk or regret 
payoff matrix, is constructed from the actual payoff 
matrix [aii]. Each element, rii, of the regret mah·ix 
[r ii ] is the amount that would have to be added to 
the original element aii in order to equal the maximum 
payoff in the jth column . Thus 

Where only pure acts may be selected , the Savage 
criterion specifies that act which minimizes the maxi
mum regret. If the regret matrix has no saddle point 
and mixed sh·ategies are permissible, that mixture 
of acts which minimizes the maximum expected regret 
is chosen. Like the Wald theory, the Savage criterion 
is conservative in assuming that the worst, the largest 
possible regret, will occur. 

HUR WICZ CHITERION 

The Hurwicz criterion, sometimes known as the 
pessimism-optimism index, considers both the best 
and the worst payoffs for each act. It is of the follow
ing form as proposed by Hurwicz: Let /3, a fixed 
number b etween O and 1, denote the decision maker's 
level of pessimism. With each act or course of action 
Ai O associate the index f3 miniaii + ( 1 - /3) maxiaii· 
That act should then be chosen which maximizes this 
index. If the decision maker has no optimism, then 
we have f3 = 1. The procedure then is equivalent to 
\ Vald's criterion. Thus the vVald theory is a special 
case of the Hurwicz theory. 

s H eady, Earl 0 . and Cand i.er, \iVilfred V. Li.nea r progn._~mmi.ng 1n e thods. 
Towa State University Press . Ames, Jowa . 1958 . Ch. 14 . 



LAP LACE ClUTElUON 

The Laplace prinicple of insufficient reason is the 
oldest of all the decision theories. It specifies that 
since information about the likelihood of occurrence 
of the various possible states of ature is zero, the 
decision maker should act as though each of Nature's 
states has an equal chance of being the true state, 
the state to be realized. The expected utility associat-

1n 
ed with act Ai O is therefore l ai/ m where m is the 

i= l 
number of possible states of Nature. The act which 
has the largest expected utility should be chosen. 

THE SAVAGE SUBJECTIVE PROBABILITY THEORY 

Savage0 has developed a second themy, not to be 
confused with his minimax regret criterion. The later 
themy shows how subjective a priori probabilities 
may be attached to the various states of ature under 
absolute tmcertainty. The later theory postulates that a 
complete preference ordering of all acts exists for the 
decision maker, apart from any consideration of the 
payoffs relevant to each act. Under these conditions, 
an optimal set of subjective probabilities could be 
attached to Nature's states. The decision problem 
then can be handled in subjective terms as a risk 
problem, provided only that the expected value of the 
payoff distributions are considered by the decision 
maker. It is a normative approach. A decision maker 
following this logic would base his choice on maxi
mization of the expected utility of the consequences, 
such utility being derived not only from the payoff 
itself, but also from his preference for each course 
of action or act apart from its payoff. The Savage 
theory allows for the fact that utility need not b e 
derived solely from money income. 

THE SC-1O THEORY OF THE SATISFICER 

Simon10 postulates that in complex situations of 
the real world, the decision maker simplifies the 
problem by considering not all possible alternatives 
but only some subset which is commensurate with his 
capabilities of solution. H e also assumes that the 
decision maker behaves as a "satisficer," seeking a 
course of action that is "good enough," rather than 
as a "maximizer" seeking the best possible course 
of action: The decision maker has some aspiration 
level which he tries to attain. An act whose outcome 
may lie below this level is regarded as unsatisfactory. 
In a given situation there may be a number of satis
factory considered acts. The first one of these to be 
studied may or may not be accepted. So long as the 
chosen act meets the aspiration level of the decision 
maker, he is behaving in wh:it Simon terms an in
tendedly rational manner. This theory is descriptive 
and not normative ( i.e. , it attempts to explain only 
how decision makers do act, and not how they should 
act). 

• Savage, L. J. Foundations of statistics. Wiley and Sons, New York. 1954 
1 0 Sim on , OJJ. cit . 

T HE SH ACKLE T H EORY OF POTENTIAL SURPlUSE AND 

FOCUS OUTC01VIE 

Shackle11 stresses psychological variables and has 
postulated a the01'1 of decision making for nondivis
ible nonseriable situations-decision situations where 
actuarially certain outcomes cannot be assigned . 
Shackle doubts that the use of mathematical probabil
ity by ordinary decision makers is logical and sub
stitutes possibility, or degrees of belief, in its place. 
Shackle's degree of belief concept becomes operational 
in his theory through its relationship to potential 
surprise. The degree of belief a decision maker feels in 
a possible outcome is defined as corresponding 
uniqu ely to the degree of surprise which he feels 
himself exposed to if that outcome should occur. -= 

In making a decision, Shackle postulates that the 
decision maker considers each possible outcome in 
relation to its potential surprise, sighting for each 
act what he terms a focus gain-focus loss pair of 
outcomes. Following other literature, we will consider 
focus best-focus worst pairs. These are the "good" 
and "bad" outcomes for each act which, when taken 
in conjunction with their associated potential surprise, 
have the greatest attention-arresting power. By some 
conscious or subconscious method these pairs are 
standardized in terms of utility. The standardized 
pairs, one set for each act, then are evaluated, perhaps 
intuitively, on the decision maker's gambling indiffer
ence system. The act whose standardized focus out
come pair lies highest on this loss versus gain in
difference system then will b e selected as the b est 
act. Shackle's theory is purely descriptive and h as 
no normative intent. 

APPLICATION TO A SIMPLE PROBLEM 

To illusb·ate selection of acts under the various 
decision theory criteria and to illustrate differences 
in selected acts or courses of action, we resort to a 
simple algebraic example. It will have particular 
reference in th e empirical analysis of this section. The 
payoff mab·ix resulting from the choices open to the 
decision maker ( the left-hand column or Ai rows 
and the possible acts of Nature ( the right-hand 01· 

Si columns ) is as follows: 

D ec ision make r's States of Nature 
altern atives S, S, S,1 s, 

A1 2 ,500 3,500 0 1,500 
( 2 ) A, 1,500 2,000 500 1,000 

Aa 0 6,000 0 0 
A• 1,500 4,500 0 0 

vv ALo CRrrERIO:\' 

Using this algorithm, that act or co:nbination of 
acts is selected which has the maximum minimum 
payoff. Inspection of the mab·ix shows that a saddle 
point exists at the a2 3 position with a paycff of 500. 
Hence, A2 should be selected. This course is selected 
because the Wald criterion assumes that Nature will 
"do its worst" ( column S3 ) and the decision maker 
will "select the best" ( row A2 ) in this column. Where 

11 Sh ackl e, op. cit . 
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a saddle point does not exist, he will select a com
bination of strategies or rows. But an example of 
this type is not necessary for illustrating differences 
in game theoretic criteria. 

SAVAGE CmTERION 

When this criterion is used, the aim is to minimize 
the maximum regret that may be felt ex post. To this 
end, the regret matrix is calculated as indicated in 
equation 1. H ence, we have for [r;i] 

( 3) [
l ,00~ 
2,500 
1,000 

2,500 
4,000 

0 
1,500 

500 
0 

500 
500 

ol 500 
1,500 
1,500 

where each element in each column of the payoff mat
rix ( 2) is subtracted from the largest a;i of that 
column. 

If only pure strategies are allowed, A-1 must be 
selected, for its maximum regret of 1,500, in any 
column, is smaller than that for any other act ( row ). 
With mixed strategies permitted , the decision maker 
should use rows A1 , A3 , A4 , allocating his resources 
among them in the proportions of 9 : 23 : 68, re
spectively .12 With such a mixed strategy, his maximum 
expected regret would be 1,365, or less than for a 
single act. 

HURWICZ CRITERION 

The choice under this algorithm is the act for which 
the value of ( f3 miniaii + ( 1 - /3) maxiaii) is a maxi
mum, remembering that /3 is an index of the decision 
maker's level of pessimism and lies between zero and 
one. The minimum and maximum payoff values for 
each act, rows in the payoff matrix (2), are: 

A1 0, 3,500 
A~ 500, 2,000 
A3 0, 6,000 
A-1 0, 4,500 

Since the minimum-maximum payoff pair for As 
dominates ( has better outcomes and none worse than) 
those of A1 and A-1, the choice will always lie be
tween A2 and A:1, regardless of the size of f3. Which 
act out of A~ and As should be selected depends on 
.the value of (J . 

If 

( 4) /3 (500 ) + (1- (3)2,000 > (J(0) + ( 1- B ) 
6,000 which implies 

( 5) /3 > 8/ 9, 
then A~ should be selected. If the inequality in equa
tion 4 is reversed, we find that for 

( 6) /3 < 8/ 9 
Ax should be selected. When 

(7) (J = 8/ 9 

1 ::! This solution is obtained by analyzfrl g th e negative regre t matrix as a 
lin ear program ming prob lem. H eady ( Application of gam e theory in 
agric uJtu ral economics. Canad ian Jour. Agr. Econ . May 1958 . ) has 
iJlu strated th e method. 
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either A~ or A3 , or some mixture of these two acts, 
should be selected. 

LAP ACE CRITERION 

Since there are four possible states of Natme in 
the payoff matrix ( 2) , the principle of insufficient 
reason says that a probability of 0.25 should be given 
to each of these states. The expected valu e of each 
act, average across columns, is then: 

1,875 
1,250 
1,500 
1,500 

A1 has the maximum expected value and should be 
selected. 

SrMoN' s SATISFICER THEORY 

If the decision maker had an aspiration level of 
zero, he would be satisfied with any of the four acts 
available. All of them guarantee at least a zero payoff. 
With an aspiration level greater than zero, A2 must 
be selected, since this row has no zeroes; A~ is still 
the best act even if the aspiration level is greater 
than 500. 

SHACKLE'S THEORY OF POTENTIAL S URPRISE 

AND Foc us OUTCOMES 

Since absolute uncertainty prevails , the standard
ized focus outcomes are simply the pairs of best and 
worst payoffs for each act. Inspection shows that they 
are: 

A1 3,500, 0 
A2 2,000, 500 
A3 6,000, 0 
A1 4,500, 0 

Acts A1 and A-1 are dominated by Ax; the latter 
has better outcomes and none worse. The choice, 
therefore, lies between A~ and As, since the worst 
outcome for A2 is not as bad as that of A:,. Which of 
these should be selected depends on the decision 
maker's gambling indifference system. The greater 
his disposition to gamble, the more likely it is that 
AR would b e selected; the smaller this disposition, the 
greater the chance that A~ would be chosen. At any 
rate, either A 1 or A:1 must be selected. A1 or A-1 
should never be selected. 

Hence, different outcomes would be selected de
pending on the decision maker's psychological state 
and his direct goals. With these consistent to various 
criteria, the decision with respect to the payoff matrix 
( 2) would be A 1 for Wald, A4 for Savage regret and 
pure strategies, 0.09Ai + 0.23A3 + 0.68A4 for Savage 
regret with mixed strategies, AR when f3 of Hurwicz is 
less than 8/ 9 but A2 when f3 is greater than 8/ 9, A1 

for the Laplace criterion, any of the four or A2 for 
the Simon criterion depending on the aspiration level 
and A2 or Ax for the Shackle approach. 



SOURCE A D COLLECTIO r OF THE DATA 

W e analyzed decisions made by a group of Iowa 
farmers with respect to cattle feeding to determine 
the extent to which these decisions correspond to the 
game theoretic models previously outlined. The group 
of farmers studied, of course, had no knowledge 
about formal decision criteria or the computations 
necessary for their solution . The procedures which 
they follow in choices or decisions, however, must 
correspond to these or other decision models. Hence, 
it should b e possible to examine actual decisions and 
determine which of the models, although even un
wittingly, various sb·ata of farmers most nearly use. 

The data to be analyzed were collected in the 
course of a four-stage panel survey . A population of 
77 farmers constituted this panel. The survey was 
primarily oriented to farmer price expectations and 
decisions on cattle feeding made relative to them. 
Discussions were held with each farmer in June, 
August and October of 1957 and in January 1958. 

D E SCHIPTION OF THE POPU LATION 

The population consisted of farmers who: ( 1) were 
farmin cr in Marshall Coun ty, Iowa; ( 2) were between 
30 and° 50 years of age in June 1957; _ ( 3) had ow~ed 
and operated at least 80 acres of far_mland dunng 
the 3 years prior to June 1957; ( 4) bad fed an average 
of at leas t 25 feeder cattle in each of the three feed
ing seasons prior to the survey; and ( 5) had cooperat
ed in all stages of the survey. Restrictions 1 to 4 were 
aimed at controlling possible tenure and age effects 
and guaranteeing that respondents occupied a_ de
cision-making role and h ad more than a modicum 
of experience in the feeder-cattle operation . The re
strictions were used to h elp insm e a more homo
geneous group for analysis with respect to decision 
making. 

The means of some selected characteristics of the 
respondents are listed in table 1. The left side column 
of figures refers to the population of 77 farmers. 
Included in this population are two farmers who had 
extremely large farm businesses relative to the other 
members of the population . In terms of acres operat
ed, capital invested and gross income, their farm 
operation was twice the size of that of any other 
member of the population. The means of the selected 
characteristics therefore are also presented, in table 1, 
with these two farmers excluded. 

Considerable variation existed among the 77 farmers 
in certain characteristics. Five of the 77 were pro
fessional men who had inves ted in farming while still 
maintaining their professional practices. Two devoted 
the majority of their time to small-town businesses. 

TABLE 1. SUMMARY OF SELECTED CH AR ACTERTSTCS DE
SCRIBING THE RESPONDENTS. 

Mean 
Characteristic U nit 77 fa rm ers 
Age . ...... year 42 .1 
D ependen ts . . . .... number 3 .6 
Formal education year 11.6 
Land operated acre 291.4 
Capital $1,000 133.6 
Equity percent 88.4 
n Two fann ers with extremely large farm s excluded . 

75 farmers:i 
42.1 

3.6 
11.5 

260.2 
108.5 

86 .5 

Two operated large seed corn plants, and one farmed 
as a sideline to general contract work. Only one 
farmer worked part time as a nonfann laborer. At 
leas t 1 year of college h ad b een completed by 17 of 
the farm ers , whil~ 20 of the 77 bad not completed 
high school. Some rented land was farmed by 24 of 
tlre farmers . Sixteen had an equity of 100 percent. 
Further details of the personal, financial and far m 
organization characteristics of the population are pre
sented in Appendix A. 

SURVEY PROCEDURES 

An initial sample of 120 farmers satisfying char
acteristics 1 to 4 was drawn from a list developed 
from ACS data and farm interviews . Originally, the 
aim was to interview a random sample of 70 from 
the 120. An initial survey indicated tliat 95 of the 
120 farmers were eligible, while two additional mem
bers of the population were found. Of these 97 farm
ers, 20 were not available or refus ed to cooperate_ at 
some stage of the survey. The number of cooperating 
farmers at each stage of survey was as fo llows: first 
stage, 85; second stage, 82; third stage, 77; and four th 
stage, 77. Not all data from the four-s tage survey are 
summarized in this manuscript. 

INTERVIEWER BIAS 

Because it was desired to complete each stage of 
the survey within the smallest possible time, tlu-ee 
interviewers were used for the first survey, five for the 
second and three for the third . Three interviewers 
assis ted in all three stages of personal contact . Before 
commencing field work, each interviewer was insh·uct
ed in detail on the aims and implications both of 
each question he had to ask and of the over-all study 
and on the general conduct of an interview. All com
pleted schedules were checked for ii'r~gularities_ which 
might arise through interviewer bias or mistakes. 
Where difficulties or inconsistencies existed, the re
spondent was contacted again and the query clar_ified. 
Through these techniques it was hoped that mter
viewer bias was reduced to a minimum. 

A check on responses to one of the most important 
questions strongly indicates that interviewe~- bias was: 
not present. The data analyzed are shown m table 2 .. 
The question to which they relate is probably, of alJ 
those asked, the one most likely to be subject to 
interviewer bias. 

Bartlett's test for homogeneity of variance, as out
lined by Snedecor,13 was applied to test whether the 

1 :i Sn ecl ecor, George . Statistical me th od s. Jow,1 State U nive rsity Press. 
Ames, Iowa. 1947. p. 287. 

TABLE 2. NUMBEI, OF ALTERNATIVES I N CATTLE FEEDING 
CONSIDERED BY FARMERS AS DETERMINED BY EACH INTER
VIEW ER . 

Inter
viewer 

Num ber of altern atives 
considered 

A .. 1, 1 , 1, 2, 2, 2, 2, 2, 2, 2 , 2 , 3, 3, 3, 4, 4, 5 
B .. 1 , 1, 2, 2, 2, 2, 2, 2, 2, 2, 2 , 3, 3, 4, 4, 5, 8 
C . . .. 1 , l , 2 , 2 , 2 , 2 , 2, 2 , 2, 3, 3, 3, 3, 4 , 4, 5 
D . 1, 1, 1, 2, 2, 2, 2, 2 , 3, 3, 3, 4, 5 , 7 
E 1, 1, 1, 2 , 2, 2, 2 , 3, 3, 4, 5, 5, 7 

Number 
of 

fann ers 
17 
17 
16 
14 
13 
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interviewing samples had the same population vari
ance. This assumes a random dish·ibution of respond
ents among interviewers-an assumption that was not 
fully satisfied with regard to the geographic locations 
of the respondents within Marshall County. It does 
appear to be satisfi ed for other attributes of the re
spondents. Bartlett's test was applied to a tranforma
tion of the data. The h·ansformation used was from 
x to ( x + 1) ½. This was done because counts of a 
discrete variable, such as the one considered here, 
tend to follow a Poisson distribution as Snedecor has 
noted. The test supported the hypothesis that the 
variances of the interviewer samples were not signifi
cantly different. 

. ~he data were also tested to see whether significant 
differences existed among the interviewers with re
gard to the mean number of alternatives elicited by 
each. As for the previous test, a h·ansformation of the 
data to ( x+ 1) ½ was carried out before applying 
analysis of variance. This test sh·ongly supported the 
hypothesis that the means were the same. 

THE FEEDER CATTLE PRE-PURCHASE 
DECISION PROBLEM IN RELATION 

TO GAME THEORETIC CRITERIA 

The decision problem facing a farmer with respect 
to cattle feeding has two broad components: H ow 
large should the feeder operation be, and what 
types ( s) of feeder program should he follow? For 
simplification these problems are considered as in
dependent although this is not strictly b,ie. For a 
given bundle of resources, the price relationships 
b etween the beef and other possible enterprises deter
mine how large the feeder enterprise should be. Th e 
problem of what type( s) of feeder program to follow 
becomes a decision problem within the feeder enter
prise. Under conditions of ceitainty, this dichotomy 
would b e a false one. The feeder-cattle enterprise, 
however, is a risky one relative to other enterprises 
possible on Midwest farms . It is also an enterprise 
requiring specific managerial skills and a sizable 
fi xed investment in cattle, housing, feedlots and equip
m ent. For these reasons the separation of the decision 
problem into the two parts is a justifiable analytic 
simplification in an exploratory study such as this. 
In our analysis we consider only the decision problem 
within the feeder enterprise in a given season. More
over, the analysis is restricted to the planning situation 
of the farmer. No consideration is given to the specific 
market situation he faces when he actually enters a 
buying or selling market where decisions, inade with 
a minimum of reflection, may b e forced upon him. 
The farmer must decide on the feeding program fol
lowed, the length of the fattening period or selling 
weight of the cattle and their quality when sold. 
Additional variables are th ~ location of the buying 
and selling markets and the degree of personal enb·y 
ii;to these markets. In selecting a feeder program, a 
decision has to be made as to which combination( s) 
of these variables would b e best to use. The questions 
the farmer must pose for himself are: What type of 
feeder-cattle program should I follow in the coming 
season? If I should have a number of programs, what 
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should their relative proportions be? These questions 
may be answered by default. Such would be the case 
for a farm er who followed some habitual feeder 
program. 

SPECIFICATION OF THE MODEL 

W e now outline a model of the feeder-cattle decision 
problem. It is inherently a nonnative model but in
corporates some descriptive elements. This decision 
problem must be related to a decision model. Hence, 
we outline h ere a general model of the farmer's deci
sion theory or process to b e considered in relation to 
his choice of cattle feeding programs. The transforma
tion process of concern is for the feeder-cattle input, a 
gene1ic input. It may take a variety of specific forms in 
terms of cattle age, quality, breeding and previous 
management. The output is fa t cattle and may take a 
variety of forms in terms of quality, weight and date 
of selling. 

THE ECONOlVIIC HIElRARCHY 

The hierarchical groups relevant to the decision 
problem within the feeder enterprise may be specified 
as follows: 

N' the group of all farmers who may be ex
pected to have a feeder-cattle enterprise. 
The order of N' is approximately 500,000. 14· 

N" the set of economic decision makers above 
N' in the economic hierarchy relevant to 
feeder cattle. This set is composed of three 
broad groups. In ascending order they are 
meat packers, 15 retailers and consumers. 
While there are relatively few meat pack
ers, there are thousands of retailers and 
millions of consumers . 

N' " the set of economic decision makers below 
N' in the economic hierarchy relevant 
to feeder cattle. This set is essentially com
posed of the ranchers who raise the feeder 
cattle. Its order is approximately 200,000. 

Regarding cattle as the generic input and output, 
N', " and N'" satisfy the chain arrangement under
lying our model. For all practical purposes, these 
three sets are disjunct. 

NATUR E'S ALTEfu'\'ATIVES 

Consider first the possible role of the meat packers 
and of the meat retailing and consumer groups. As 
the final link in the chain , it is the consumers 
who determine the demand for beef. Over a period 
of years, the most important factors influencing the 
aggregate demand schedule for beef are the number 
of consumers, their tastes and disposable incomes and 
the price of other meats. With respect to a given pro
duction season, the consuming population with its 
tastes is relatively fixed. 

H Exact .figures are not avail able. The figure g iven is based on: U. S. 
Census Bureau : 1954. Censu s of Agricu ltw·e. Vol. 2. 1956. 
1 6 In gen eral , the me at packe rs ac: t as wholesalers hy se ll ing direct to 
retai lers. 



Variations in the quantity of beef demanded, rele
vant to the short run of a single production period , 
are primarily related to changes in the price of beef 
and other meats. The dominant cause of changes in 
the month-to-month price of beef, however, is the 
supply of beef. Most beef is consumed within 2 weeks 
of slaughter. Within a given year, the current supply 
of beef, relevant to current demand, is a given or 
predetermined variable. Moreover, competition among 
the meat packers in supply marketing services forces 
them to accept the quantity of fat stock offered for 
sale at any particular time. Because of its perishable 
nature, the wholesale and retail prices of beef must 
be adjusted to this supply if it is excessive. A rather 
similar sihiation prevails for other meats. 

In the short run, cattle supply is influenced little 
by the current action of packers, retailers or con
sumers. It is a function of the decisions made by 
the thousands of livestock producers-decisions made 
not so much under the inflrnmce of current circum
stances as under the influence of conditions some 
montl1s in the past and of prior expectations of current 
conditions . Thus the primary influences causing 
within-year variations in fat-cattl e prices emanate 
from the supply side. The role of the meat packers 
per se and, likewise, of t11e retailing and consuming 
groups is negligible. It is the farmers who "deal the 
cards ." Given the deal, the packers, retailers and 
consumers han to play accordingly. Producers of 
other types of livestock, as well as tl1ose producing 
fat cattle, affect fat-cattle prices. Hence they influence 
the payoffs facing the farmer in his feeder-cattle 
decision problem. Nonetheless, in the short run, the 
major influ ence on fat-cattle prices comes from the 
supply of fat cattle. W e consider the feeder cattle pre
purchase decision problem as one faced from 4 to 14 
months prior to the time when the fat cattle will 
be sold . The farmer, therefore, has ample time to ad
just his feeding program to the expected effects of 
the producers of other types of livestock. Such ad
justments could i1wolve any of the selling specifica
tions: weight, qu ality and date of sale. Given human 
capabilities, this is a reasonable approach to the de
cision problem at the pre-pmchase stage. vVitl1 a 
model specified in this fashion, it is the aggregated 
choices of the other farmers considering a feeder
cattle enterprise and of the feeder-cattle raisers that 
determine Nature's strategy. Hecognition must also 
be given to weather at this point. It phys an important 
role through its effect on both grain and roughage 
production. 

The set S of possible states of ature thus consists 
of all possible combinations over the ranges of the 
aggregative maneuvers which might be followed by 
the feeder raisers in aggregate, all the other b eef 
feeders in total and the weather. Obviously, Nature's 
strategy selection will affect the individu al decision 
maker, but not v:ce versa. 

Our model postulates that the decision maker 
effectively partitions this set S into subsets Si, each 
subset being considered as a single broad alternative. 
The achial form of this partitioning will dep end on 
ilie decision maker. The practical necessity for such 
a simplification of the problem is obvious; S is an 

infinite set since climatic effects may occur over some 
continuous range. 

THE DE CISJON MAKER'S AL T Efu'\fAT I VES 

The set A of alternatives available to the cattle 
feeder is the set of all possible combinations of these 
variables, each taken over its range of possible values : 
sex, age, weight and quality of the cattle purchased, 
tl1e feeding program followed , and the selling weight, 
quality and date of the fattened cattle. The s·et A is, 
therefore, of infinite order, some of the listed vari
ables being continuous. W eight and age at purchase 
and weight and age at sale are such variables. H ence, 
the necessity for simplifying this set is apparent. A 
simplifying procedure leads to designation of a set 
of broad alternatives whose general element is desig
nated by Aj. This set of broad alternatives, p erceived 
by the decision maker and including only those which 
he considers from th e infinite array, will vary among 
individuals . It is expected to be a set of alternatives 
with practical significance, b eing finite and containing 
feeder programs in ilie form and with the the implicit 
range of variation usually found in common r efer
ence to the feeder enterprise. Some sub,et, which we 
designate AO

, of this set of broad alternatives will 
be considered by the farmer in his planning for the 
forthcoming production period. This subset may be 
delimited by the farmer on the basis of habit. More 
rationally it ntight be based on some detailed longer
run assessment of the situation in terms of trends 
in consumer demand, the risks involved and his 
personal goals and resource restrictions. 

THE PAYOFFS 

The model stipulates iliat the considered acts, Ai O , 

will b e appraised in relation to the broad alternatives, 
Si, available to Nature. This appraisal will be based 
upon the payoff element aii relevant to each act Ai 0 

and state of Nature Si. For a rational analysis of the 
problem, these payoff elements must be comparable. 
This could be achieved in the present context by con
sidei'ing as payoffs the expected annual net percent 
rehll'n accruiJ1g to an investment in each of the con
sidered acts. This rehirn is determined by the expected 
price of feeder cattle, ilie estimated cost of fattening: 
the cattle and the expected price of fat cattle. Account 
must also b e taken of the length of the feeding pro
gram and of alternative investment of the feeder 
enterprise capital when it is not invested in feeder 
cattle. The method of combining variables to derive 
comparable payoffs is illustrated in Appendix B. 

Since cattle buying and selling prices and fattening 
costs vary over the possible st;1tes of Nature, the 
payoffs will, in ge neral, vary over the payoff matrix. 
They will alrn differ from one decision maker to an
oth 31' because of v_uying specifications of t'.1 e alterna
tives considered and of Nature's possible states , and 
because expectations will vary from one individual to 
another. By the implications of the general model 
constructed and shown to be capable of specification 
in terms of the feeder-cattle decision problem, the 
decision problem within tlrn feeder-cattle enterprise 
is a problem under absolute uncertainty. 
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ASSESSMEN T OF THE MODEL 

It remains now to assess the normative model, at
tempting to see whether it has descriptive value. In 
other words, do farmers approach the decision prob
lem within the feeder-cattle enterprise in some fashion 
akin to the model we have outlined? In making this 
appraisal, data are used from the 77 farmers desc1ibed 
previously. 

DISCERNMENT OF ALTERNATIVE ACTS 

No attempt was made to ascertain the farmers' 
knowledge of the infinite set A of all possible feeder 
programs. It was obvious that all thought in terms of 
much broader alternatives than those that would 
constitute this set. Accordingly, the farmers ' discern
ment of alternative acts was first considered system
atically at the level of the broad alternatives, Ai. These 
are the alternatives that constitute a partitioning of 
the set A. Theoretically, this partitioning might be 
approached in two ways: in terms of the over-all 
programs or by way of the attributes specifying each 
program. As would b e expected, preliminary discus
sion during the first-stage survey indicated that the 
program-by-program approach was impractical. The 
set of discerned alternatives is too large to be enumer
ated verbatim. The approach through the decision 
variables-age, type of cattle, purchase weight, feed 
program and selling weight, date and quality- was 
therefore adopted. The problem consists of deter
mining at what levels of the various decision variables 
does a farmer discern one program as b eing distinct 
from another? In what fashion are the decision vari
~bles stratified , if at all? 

In varying degrees, the farmers did stratify the 
decision variables; the typical groupings made for 
each decision factor are shown in table 3. Purchase 
weight, for example, was commonly grouped by 50-
pound intervals so that the average farmer distin
guished five programs for steer calves witl1 respect to 
the average purchase weight of the calves . While some 
farmers made fin er distinctions and some broader 
ones, especially in relation to quality and feeder pro
gram alternatives , the pattern of simplification is 
clear. No farmer's discernment of alternatives was 
so different from the general assessment shown in 
table 3 as to be worthy of comment. Moreover, no 

TABLE 3. FARMERS DISCERNMENT OF ALTERNATIVES WITI-JJN 
THE FEEDER-CATTLE ENTEHPHISE. 

D ec ision fa ctor 

Age type 

Purcha$e "veight 

J)urchase quaUty 
Purc hase date . 
Fattening period 

Feed prog ram 

Selling quality 
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Commonly discern ed a~ternatives No. of 
with in each decision factor alte n1atives 

steer calves, heifer ca.I ves, 

within each 
dec is ion 

fac tor 

yearlings, 2-year-olds 4 
hy increments of 50 lbs . 

steer calves : 300-550 lbs. 5 
he ifer calves: 300-500 lbs. 4 
yearlings : 550-750 lbs. 4 
2-year-olds: 8 00-1 ,000 lbs. 4 

me diu111 , good , cho ice, f ancy 4 
. by m onth s 5 
. by mon ths 

steer calves : 8 -14 months 6 
heife r ca lves: 7-12 months 6 
yearlings: 6-11 months 5 
2-year-o lcls : 3 -7 months 5 

drylot 2 
pasture 1 

good, . c hoice, high choice, prirne 4 

farmer appeared to have difficulty .in understanding 
the questions relevant to this discernment of alter
natives. This is taken as evidence that tlle noted 
levels of stratification are indicative of the average 
farmer's train of thought. 

The pattern of simplification exhibited by the 
data of table 3 shows close correspondence to tlrnt 
typically used in newspaper and other fann-oriented 
reportings of the cattle market. Perhaps the farmers 
were merely reiterating these often-used distinctions, 
evidence that the set A is partitioned by farmers into 
some more practical and simpler set of alternatives 
as postulated by our model. Even with the level of 
stratification indicated in table 3, however, the se t 
of all possible combinations among the decision fac
tors is unmanageable. Indeed, from table 3 it should 
be possible to specify 22,560 alternative feeder-cattle 
programs that could be distinguished by the typical 
farmer interviewed. Obviously no farmer could con
sider so many alternatives in planning his feeder 
enterprise. Although he could discern that they differ
ed, it would be impossible for a farmer to evaluate 
so many possibilities. 

The evidence gathered indicates that this set of 
discernible alternatives is further reduced by two 
processes. First, a longer run decision appears to be 
made ( sometimes by default ) as to which of these 
alternatives will be considered over the shorter run 
of a year. Although no attempt was made to study 
this longer run decision, farmer comments indicated 
that it is greatly influenced by the farmer's risk feel
ings, experience and resource limitations . Thus, quite 
a few farmers indicated that they never considered 
2-year-old feeder cattle because they were too risky. 
Others commented that they considered only calves 
because they were generally sure of "at least getting 
their money back from such an investment." The 
second method of reducing the number of alternatives 
to be considered consisted of a further broadening of 
the strata relevant to some of the decision variables. 
This applied especially to those factors relating to 
the selling specifications of the program. 

That these processes were carried out by farmers 
was evidenced by their responses to the question: 
In planning your feeder-cattle enterprise, what alter
native feeder programs do you normally give con
sideration to? These possible programs were specified 
in terms of the age type of feeders bought, their 
quality, weight and month ( s) of purchase, the feed 
program to be followed and the grade, weight and 
month of sale. The essential feature of these responses 
is the number of alternative programs mentioned by 
each farmer and the level of stratification exhibited in 
these alternatives. Consider first the number of dis
tinct alternatives mentioned by each respondent. Since 
these alternatives constitute the set AO of considered 
acts, their number is the order of A O

• Table 4 gives, in 
frequency distribution form , the order of AO for each 
of the 77 farmers. 

While the information in table 3 indicates that all 
farmers realized that an exh·emely large number of 
alternatives exist, table 4 shows that only 4 percent 
considered more than five alternatives in the short 
run. For the 17 percent who had only a single pro-



TABLE 4. FREQUENCY D JSTRIBUTJON OF NU MBER OF PHE
PUHCHASE ALTERNATIVES CONS JDEHED BY FARMERS . 

Numbe r of altern atives cons ide red 
l 
2 
3 
4 
5 
6 
7 
8 

T ota l 

Number of f am1 e rs 
. 13 
. 33 

.... 14 
8 
6 
0 
2 
l 

. 77 

TABLE .5. RANGES IN QUALITY, WEIGHT AND DATE OF BUYING 
AND SELLJNG CATTLE SPECJFIED IN CONSIDERED ALTEHNA
TIVES; PERCENT OF FARMERS CONSJDEHING. 

D ec is ion 
variabl e 

Spec ified range 
of dec ision 

variable 

Qu al ity 

\Ve ight 

D ate 

sing le g rad e 
two grad es 

..... zero 
50 lbs. 
100 lbs. 
150 lbs. 
200 lbs. 
250 lbs. 

.............. . 1 month 
2 months 
3 months 
4 months 
5 months 

Percent of considered 
alternatives falling in 

each range 
Bu ying 
80 .5 
19.5 
73 .6 

9.8 
15 .1 

0.5 
1.0 
0.0 

IH .4 
21.5 
13.2 

2.4 
1..5 

Selling 
82.9 
17.l 
35 .6 

7.8 
46.8 

4.4 
4.4 
1.0 

41.9 
30.2 
24.4 

3.5 
0 .0 

gram in mind, the short-run pre-purchase decision 
problem was trivial. Their selection was "habitual." 
The modal number of alternatives considered was 2, 
43 percent of the farmers considering only a pair of 
alternatives . Compared with the order of the average 
discerned parent set implicit in the data of table 3, 
it is obvious that the subsets A O classified in table 
4 are remarkably small. 

Table 5 shows tl1e extent to which the quality, 
weight and date of buying and selling were broadened 
by the farmers in specifying their considered alterna
tives. The feed-program variable is not referred to 
explicitly in the table. A range in the specification of 
weight, quality or date, however, implies a range 
in the feed program. 

Table 5 indicates that weight and date of buying 
and selling were most frequently broadened, especial
ly in specifying the selling characteristics of a pro
gram. Seemingly, farmers felt less sure about the sell
ing environment than about the buying environment. 
Consequently, their considered alternatives in selling 
were more flexible than those of buying. Over-all, 205 
considered acts were nominated. Th e following figures 
show the percentage of these considered programs 
that contained a broadening of at least one, two or 
three of th 3 buying and selling decision factors listed 
in table 3: 

No. of decision 
factors broadened 

At least one 
At least two 
At least three 

Buying 
factor 

(percent) 

57 
.. .. .. .23 

3 

Selling 
factor 

(percen t ) 

80 
48 

9 

Of the 77 farmers , 70 specified a range of some 
decision variable in at least one of their considered 
alternatives. Fifty-six broadened at least one variable 
in each of their considered alternatives. There is , 
therefore, abundant evidence that the farmers simpli-

fied their decision problem, not only by abstracting 
some small number of discerned alternatives, but 
also by amalgamating a number of these alternatives 
in terms of the individual decision fac tors . 

To gain some indication of the reliability of the 
farmers' statements of the composition of the set A 0 

of considered acts, the alternatives mentioned were 
checked against a previous statement by each farmer 
of his plans for the current season. In only one case 
out of the 77 did the current plan include a program 
not specified in the subset of short-run alternatives. 
F urther inquiry indicated that this plan entailed a 
prior commitment and was, in the current situation, a 
forced decision. 

Thus, in terms of the way in which the farmers 
discerned and reacted to the acts available to them, 
they did so in a manner comple tely in agreement 
with that postulated by our normative model. At least 
in this regard, the model has descriptive value. Simon's 
hypothesis has b 3en strongly substantiated. Our real
world decision makers did simplify a complex range 
of possible acts to a degree compatible with their 
capabilities. 

DISCERNMENT OF NATURE'S ALTERNATIVES 

What of the other aspect of our model, that of the 
states of ature? In this regard, the first question to 
be considered is the extent to which the farmers con
ceived of Nature's strategies as being determined by 
the aggregative actions of all other beef feeders , the 
feeder-raiser group and the weather . 

All of the 77 farmers recognfaed the weather as 
an important influence as suggested in table 6. This 
table shows the various ways in which the farmers 
conceived the pre-purchase situation in terms of other 
fa rmers as opponents in what might be called the 
"beef-feeder game." Each categ01y of the table is 

TABLE 6. FARMERS' CONCEPTl ON OF THEIR OPPONE.i'\TTS IN 
THE BEEF -FEEDING GAME. 

Conception of opponents in addit ion to 
the weath er 
No concep t.ion . . . . . . . . . . . .. .. 
All other beef feed ers individuall y 
All other heef feed ers as a grou p 
Meat packe rs a 5 a coalition 
Meat packe rs as a coalition sometim es 
Meat packers a~ a coalition within marke ts 
F eed er raisers as a group 
All o th er feed ers indivklually , feed e r ra ~sers as a group 
All o th er feeders as a group, feed e r ra :sers as a group 
Meat p acke rs as a coatition w it.bin m arkets, feeder 

raisers as a group 
A LI o th er feeders indiv idually, packers indiv idual ly 
A ll othe r feed ers i.ncLvidua\ly, packe rs i.n coalition somc ~im es 
All o the r fet.-"O.ers individuall y, packers in coalition 

within marke ts 
All other feeders grouped, packers in dividually 
AU oth e r feeders grouped , p ackers g rouped . . . . . 
A II oth er feed ers g rouped, packers g rou ped som etimes 
All oth er feeders g rouped , packe rs g rouped with :n markets 
A ll oth er feed ers ind ivid ual ly, p ackers individu al ly, feed er 

ra isers grouped . 
A ll o ther feed ers individuall y, pack e rs in ccal it ion , feeder 

rai sers grouped . . . . . . . . . . . . . . . . . . . . . . . . . . 
All oth er feed ers individually, packers iJ1 coalition some times, 

feed er ra isers grouped 
A ll other feed ers grou ped , packers indiv:dual ly, 

focd er ra isers grouped . 
A ll o th er feeders g rouped , packers i.n coa lition, · feeder · 

raisers grouped . . . . . . . . . . . . . 
All oth er feeders grouped , packers in coa.lition som etimes, 

feed er ra isers grouped . . . . . . . . . . . .. .. 
All othe r feeders grouped, p ackers in coalition with in 

markets, feeder raisers grouped 
Total 

No. of 
fam1 ers 

6 
9 
7•· 
4 
2: 
~ 
2. 
2· 
3"' 

2 

1 

3 

. . .. 77 

° Fanne rs who had a conception of the s ituation not very different 
from our specification of th e theoretic al mod el. 
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exclusive. Summarization indicates that 71 of the 
farmers had some conception of an opposition-59 
in a form involving some grouping and 12 in terms of 
individuals. The influence of other feeders in some 
fashion was recognized by 59 of the farmers; of meat 
packers by 48; and of the feeder raisers by 24 of the 
farm ers. Not shown in table 6 is the fact that one 
farmer mentioned the consumer group as a segment 
of his opposition. Another specified all livestock pro
ducers as an opponent. This farmer is included 
among the three who may be said to have visualized 
the situation exactly in tenns of the theoretical models 
specified. That is, a combination of the weather, a 
feeder-raiser group and a group of all other beef 
feeders constitutes the basic determinants of Nature's 
possible states. With some degree of subjectivity, 
31 of the farmers had pictures of the situation ap
proaching the normative model rather closely. These 
farmers are indicated by an asterisk in table 6. 

The data of table 6 were obtained during the 
second-stage survey by letting the farmers read quP.s 
tions and lists of possible p ersons or individuaL who 
were, in effect, engaged in decisions which represent
ed acts or "strategies against them." There is no 
m ,mtion of feeder raisers, a purposeful omission de
signed to provide a check on the farmers' responses . 
If a farmer did not mention feeder raisers , he was 
asked about them after he h ad answered the listed 
questions. Nineteen farmers mentioned feeder raisers 
on their own initiative. An additional five suggested 
their influence when questioned specifically on their 
role. 

To gain some idea of how operational these con
cepts of an opponent might b e and to serve as an 
additional check on the original answers, the farmers 
were later asked an open-ended question as to which 
factors were most important in determining the type 
of feeder program they followed. As this was done in 
the third-stage survey, it is unlikely that answers were 
biased by memories of responses given to the related 
questions of the second-stage survey. The data in 
table 7 show the frequency with which each of the 
listed factors was mentioned either as a primary or 
secondary determinant of choice. Fifty-four farmers 
mentioned only a single factor; 23 nominating two 
factors. It is noteworthy that no farmer mentioned 
any other specific farmer as influencing his choice. 

Nineteen of the farmers placed major emphasis on 
:some aspect of their feed supply, the primary short
rnn determinant of which is the weather. Some asoect 
nf expected cattle prices, either buying or selling, 

TABLE 7. F ACTORS NOMI NATED BY FARMERS AS INFLUENC
ING TH ElR CHOICE OF PROGRAMS WlTJ-IIN THETR FEEDER
C ATTLE ENTERPRI SE. 

Fac tor influ enc: iJ"1g choice 
Nu mber of tim es 

ment:on ecl as 
Vrirnary Secondary 

factor factor 
E:\.'l)ected pe rsonal suppl y of g.ra~n and roug hage . 10 
E,qJectecl pe rsonal supply of gram . . . . . . . . 1 
Expected p ersonal supp ly of rou ghage 8 
Expected bu ying price of feed er catt1 e .... . 14 
Expected bu ying and selling p rices of cattle . 9 
Expec ted selling price of fat ca ttle . . . . . . . . . 5 
Expected c:on1 price . . . . . . . . . . . . . 0 
F eeder-cattl e puJ·chases o f oth er farmers 1 
Amou.nt o f risk invo! vecl .... . . 21 
F orce of habit . 8 
TOTAL .......... 77 
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4 
0 
4 
3 
2 
2 
1 
1 
6 
0 

23 

was given primary consideration by 28 of the farmers. 
One nominated th e purchases made by other farmers 
with feeder programs . These responses are quite com
patible with our conception of Nature since the main 
determinant of cattle buying and selling prices is the 
aggregate actions of the feeder raisers and the other 
~armers who buy feeders. 

There were eight farmers who suggested they 
selected their programs on some habitual basis. Refer
ence to their considered alternatives indica ted that 
two of these farmers considered only a single feeder 
program, while five considered two alternatives. A 
check of these stated alternatives against the history 
of their feeder enterprise over the prior 2 years and 
their current plans showed that six of them did in
deed have a common selection over the 3 years. For 
the other two, a habitual selection did not appear 
to have taken place. It seems most likely that these 
eight farmers did not think in terms of an opponent, 
at least in the short run . 

Of the 21 respondents who mentioned risk as a 
rn ~,;ar influence on their choice, seven considered 
only a single alternative, another seven, two alterna
tives and the remaining seven at least three possible 
programs. Excluding those with a single alternative, 
four considered only calf programs, seven gave some 
consideration to yearlings, and three included 2-year
old cattle as one of their alternatives. 

Summarizing these results, we see that only 19 of 
the 77 farmers responded to the open-ended question 
on factors influencing their feeder choice by mention
ing a primary determinant incompatible with the 
concept of Nature. These were the 8 mentioning h abit 
or tradition and 11 of those mentioning risk. For the 
remaining 58, it seems that Nature probably did play 
some role, although perhaps not exactly as we h ave 
posh1lated . If account is taken of the secondary fac
tors mentioned by sonL of the farmers, it would ap
pear that only nine farmers did not place emphasis 
on some aspect of ature. 

To what extent did the responses tabulated in table 
6 correspend to those shown in table 7? Main concern 
is with those farmers marked by an asterisk in table 6. 
They came closest to the conception of the situation 
postulated by the basic model of this study. Of these 
31 farmers, only 1 was not among the 58 who men
tioned a primary choice influencing a factor compat
ible with the model. 

Equivalently, included among the 46 farmers not 
marked by an asterisk .in table 6 were 18 of the 19 
farmers who mentioned, as the primary influence on 
their feeder-prcgram choice, a factor apparently in
compatible with the theoretical concept of Nature. 
Thus, there are 28 farmers whose responses to the 
open -ended ques tion on choice were compatible with 
the model while their formalized answers, as tabulated 
in table 6, were not. The most reason able explan :1tion 
for this discrepancy is probably that these farmers 
did not answer the formal questions correctly in terms 
of their normal way of thinking about the problem. 
Certainly the majority of the farmers had not previous
ly thought explicitly in terms of an opponent. This 
was indicated by many of tl1e side comments on the 
formal questions. At the same time, it was obvious 



that many of the farmers thought and acted intuitive
ly in terms of an opponent. In a sense, they were "at 
war" but did not wish to "make a declaration of war." 

Summarizing these comments on the data of tables 
6 and 7, it appears that at least 30, and perhaps as 
many as 58, of the 77 farmers had conceptions of an 
-opponent in fair agreement with the model. A more 
definite statement would be desirable but, given the 
data, not warranted. 

DISCERNMENT OF STATES OF NATURE AND ASSOCIATED 

PAYOFFS 

In attempting to assess farmer use of the payoff 
and state of Nature concepts, an oblique method of 
questioning was pursued. For each respondent, a 
game against Naturn was constructed. Each farmer's 
.set of considered alternatives was taken as his avail
able acts. Four broad states of Nature were delimited. 
These consisted of the four combinations possible from 
two types of weather-good and bad in terms of grain 
production-and two levels of aggregate activity on 
the part of other farmers with feeders-mainly short 
feeding or mainly long feeding . Prior informal ques
tioning indicated that the inclusion of all the posh1-
lated components of Nature would make the problem 
too complicated. H ence the feeder raisers were speci
fied as b ehaving in an "average or normal fashion ," 
a sufficiently meaningful concept to the farmers for 
construction of the game against Nature. Only two 
farmers qu,~stioned the meaning of the words "average 
or normal. 

For each of his available acts, the farmer was asked 
his expectation of cattle buying and selling prices 
under each of Nahire's four possible states. Two of 
the farmers found this formulation of the decision 
problem incomprehensible. Both of them were among 
the six farmers who are listed in table 6 as having no 
formal conception of an opposition. The 75 farmers 
who did comprehend were asked whether they nor
mally considered their pre-purchase alternatives in 
some such way with payoffs varying according to the 
conditions that might prevail. Twenty-four said that 
they did in some fashion or other. In each of these 
cases, however, further questioning indicated that the 
states of Nature involved in such considerations were 
very broad. Two of these farmers apparently con
sidered four states of ature, more or less in line 
with those postulated in the consh·ucted game. One 
of these farmers considered two alternative acts, the 
other three. All of the other 22 farmers specified only 
two states of Nature. Nine of these pairs of states 
were based on the possible feed sih1ation, 11 on the 
possible aggregative buying actions of other feeder 
fatteners, two on the possible cattle-feeding programs 
of all other farmers and one on consumer demand 
for meat. Nineteen of these 24 farmers were included 
among the 31 marked with an asterisk in table 6. All 
24 were among the 58 farmers who mentioned as a 
primary influence on their choice a factor compatible 
with the theoretical formulation of Nattn·e. 

Fifty-three farmers apparently did not follow some 
specific conception of multiple states of Natt1re. It 
would seem that they made their deliberations in 

terms of a single state of Nature, perhaps with pay
offs formulated as expected values. 

As a general assessment of the model, the farmers 
were asked whether they considered the constructed 
representation of t~he pre-purchase decision problem to 
be a good, fair or poor representation of the problem, 
The responses were as follows: good-38, fair-26 and 
poor-13. 

This rating is a subjective one. Nonetheless, the 
figures indicate that the majority of the farmers con
sidered the model reasonable in construction. Such a 
reaction is typical. As other writers have noted , once 
a normative mode of decision making has been point
ed out to decision makers they will usually recognize 
it as such and often tend to consider the problem 
in such a manner in the future. It is interes ting that 
all of the 31 farmers whose stated formal conception 
of an opposition approached that postulated by the 
model were included among tl1e 64 who thought the 
constructed model either good or fair . In fact, 26 of 
them said that it was good. Twelve of the 13 who 
said that it was poor belonged to the group of 19 
farmers who nominated as a primary influence on their 
choice a factor apparently incompatible with the 
model's conception of attire. 

THE EFFECT OF OUTLOOK INFORMATION 

For a farmer considering feeder cattle as a possible 
enterprise, the crucial period for making plans and 
purchases is from July to D ecember. During these 
months, outlook forecasts of feeder and fat cattle 
market conditions during the coming season are avail
able. These predictions, emanating from official 
somces, are discussed and analyzed in many of the 
communication media used by farmers. Alternatively, 
by attending sales the farmer may make his own 
appraisal of the h·end of events in determining what 
we have called Nattue's strategy. 

The fact that outlook information is available tends 
to overshadow the implication of our model that 
absolute uncertainty exists . If the information were 
pertinent and accurate and the forecasts made turned 
out to be correct, certainty would prevail. Such is 
not the case, however. One reason for iliis is a practi
cal one. In principle, correct forecasts can b e made, 
and it is not necessarily true that predictions always 
will be upset by reactions to the predictions. Allow
ance for these reactions can be made only if a con
tinuous function describing the reaction of tl1ose con
cerned to a published prediction or forecast is avail
able. Such a function is not available with respect 
to outlook forecasts relevant to the feeder and fat 
cattle markets. Evidence presented here shows that 
farmers do react to outlook forecasts. Th:)refore, such 
forecasts , insofar as they are quantified rather than 
simply directional, can only be correct by coincidence. 
Moreover, even directional forecasts will be upset 
if reaction to the forecast is strong enough . 

There is little evidence available as to the reaction 
of Midwestern cattle feeders to outlook information 
and forecasts. Heer16 studied the directional accuracy 

16 Heer, John F. Directional accuracy of fann price predictions in the 
Iowa farm outlook Jetter. Unpublished ~1. S. thes is. Iowa State Uni
versity Library, Ames, Iowa, 1953. 
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of fo recasts made in the Iowa Farm Outlook Letter, 
the primary source of the outlook information avail
able to cattle feeders in Iowa. His 1953 study in
dicated that 73 percent of the predictions made there
in abou t the beef-cattle market were correct. H owever, 
utili zing H eer's data, it appears that of predictions 
made for cattle in the crucial pre-purchase period of 
the year from July to September inclusive, only 55 
percent were correct. For June to September inclusive, 
the fi gure was 62 percent. It is noteworthy that the 
greatest reaction to published forecasts probably 
occurs during these months. Such reaction was prob
ably a significant factor causing the percentage of 
successful predictions to decline during this planning 
and purchasing period. Moreover, it is likely that 
reactions to such forecas ts have become stronger since 
1953, even to the extent that some farmers have be
come so subtle as to react to a forecast in the opposite 
direction to what would be expected. That this is so 
was evide nced by data collected in this study. 

Before considering these data, an important feahue 
of the published forecasts must be noted: The majority 
of forecasts are not pertinent in terms of the decision 
problem within the feeder-cattle enterpiise. They do 
not, in general, consider a particular type of cattle 
versus another type. Not one out of the 65 predictions 
studied by Heer is couched in terms of specific types 
of cattle. Cattle are always referred to either as feeder 
cattle or fat cattle. Such information is of use mainly 
in deciding between the feeder-ca ttle enterprise and 
otlrnr enterprises, not for decisions within the feeder 
cattle enterprise. On the b asis of the lack of specifica
tion in the forecasts , it could be argued that available 
outlook information does not negate the implication 
of the model; namely, that absolute uncertainty pre
vails in the sihiation studied. 

Concerning the descriptive value of the model, the 
important point is whether the farmers considered 
such information to be useful and whether they used 
it. To this end, the farmers were asked whether, prior 
to making their own decision, they actively sought 
information on the kinds of feeders other farmers 
had already bought or wern interested in buying. 
Thirty-six farm ers said they did, and 41 said they 
did not. These responses can be checked against the 
farmer's statement of his conception of the role of the 
other farmers with feeders as given in table 6. 
Those who did seek such information should tend to 
consider other farmers with feeders as a group. The 
extent to which this was so is shown in table 8. 

Half of those who sought information considered 
other farmers with feeders as a group. Approximately 
one-third of those who did not seek information con
sidered other farmers as a group "working against 
themselves." As would be hoped in terms of the model, 
the majority of the respondents who did not mention 

TABLE 8 . CORRESPONDENCE BETWEEN FARMERS ' SEEKING 
OF INFOHMA TION AND TH EIR CONCEPTION OF OTHER FARM
ERS WITH FEEDERS. 

Conception of 
other fann ers 
with feed ers 
As a g roup 
As individuals 
Not mentioned 
Total 

916 

Number of farm ers 
Seeking infonnat.ion 

18 
13 

5 
36 

Not seekin g information 
12 
16 
13 
41 

other farmers with feeders as being important ( line 3) 
were among the group who did not seek information. 

Outlook information was thought to be helpful in 
their pre-purchase planning by 29 of the farmers. 
Of the remainder, 21 thought it harmful, and 27 
thought it had no effect either way. All 29 of those 
who thought outlook information helpful were among 
the 36 who said that they actively sought such in
formation. That 48 of the 77 farmers did not consider 
the information to be helpful is further evidence that 
outlook information does not eliminate uncertainty in 
pre-purchase decisions for the feeder enterprise.17 

CONSISTENCY WITH SPECIFIED MODEL 

The preceding analysis was aimed at assessing the 
descriptive value of the postulated normative model. 
Figure 1 summarizes the data by way of a tree dia
gram. Three types of branches may be distinguished 
in terms of agreement with the over-all set of postu
lates of the specific model. The farmers are sh·atified 
at five levels . The first relates to the hypothesis that 
the farmers simplify the decision problem by select
ing for consideration some small number of acts from 
all those that are available. As the h·ee shows, all 

1 7 Two of the fam1e rs w ho sa.id that the outlook predictions w ere help ful 
comm ented that this was because they then knew it would be better 
to do th e opposite! The 21 fam, ers w ho said outlook info nn ation was 
harmful were asked w hy th ey thought th js was so. Th e re ason g iven 
by 13 of them was that too n-1 any farm ers fo l1owed th e precliction , 
causing jt to be wrong. Fou r said that the forecasts were based on 
in accurate inforn, ation . The rema.ining four based th eir opinion on 
historical g rounds; they had fo llowed a forecast that was unsuccessful. 
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Fig. 1. Tree diagram assessing the d escriptive value of the p ostulated 
nonn ati ve model. 



the farmers did carry out this simplification. The 
second level of stratification is based on the farmers' 
statements of their conception of an opposition . For 
31 of the farmers, this statement was in close agree
ment with the model, although only three gave an
swers in exact agreement with the model. The third 
level of stratification hinges on the farmers' responses 
to an open-ended question asking the primary factor 
influencing their choice among alternative feeder
cattle programs. These responses were classified on 
the basis of whether or not the specified factor was 
compatible with the model. The fourth level of strati
fication is based on the farmers' statements as to 
whether or not they considered their alternative acts 
in terms of payoffs varying according to the condi
tions that might prevail. Those who said yes were, at 
least in this regard, acting in agreement with the 
model. The last stratification level is based on the 
farmer's assessment of outlook information taken on 
its face value , as being helpful or not helpful. Those 
who thought such information of no direct help were 
in agreement with the model. 

The tree shows that of the 77 farmers , 12 could be 
said fairly certainly to consider the decision problem 
in the fashion postulated by the model. For another 
three, the model was probably descriptively correct. 
Some of the remaining 62 farmers may have con
sidered the problem in the manner postulated by the 
model, but it is unlikely. In its entirety , the model 
therefore has descriptive value for only a small pro
portion of the population examined. 

Nonetheless, a large proportion of the farmers 
apparently did behave in partial agreement with the 
model. Thus, all 77 farmers considered a simplified 
set of alternative acts; 58 specified as the primary 
factor influencing their choice a factor compatible 
with the model; 24 made allowances for payoff varia
tions over various possible states of Nature; and 50, 
insofar as they thought outlook information to be of 
no direct help, probably considered the decision 
problem as one involving a high degree of uncertainty. 

ASSESSMENT OF THE THEORIES OF CHOICE 

A number of theories of choice (Wald, Laplace, 
etc . ) applicable to decision making under absolute 
uncertainty were presented in an earlier section. The 
present section is devoted to an empirical appraisal 
of these several theories, based on the group of 77 
farmers used in our appraisal of the specific model. 
In assessing the role played by the theories, we at
tempt to answer five qu estions . The answers given 
to these questions will not apply to all decision 
makers under absolute uncertainty. 18 Strictly speaking, 
the answers relate only to the 77 individuals studied. 
Nevertheless, the data also will b e analyzed statistical
ly as if the 77 farmers were a random sample from an 
over-all population of owner-operators between 30 
and 50 years of age who had fed an average of at 
least 25 feeder cattle in each of the three feeding 

1 s Ahsolute unce rtainty p reva ils w hen the decisiOn maker h as no ob
jec tive knowledge of th e l i.kelil1 ood of occurrence of the possible out
c ornes o f th e d ecision. He knows on ly w hat outcom es may occur. 

seasons prior to the survey. 10 The ques tions considered 
are: ( 1 ) To what extent do the theories have de
scriptive value? In other words, do the farmers tend 
to make decisions under absolute uncertainty by 
analyses of the sih1ation similar to those postulated by 
the theories? ( 2 ) How stable is the decision maker's 
approach to decision making as the setting of the 
decision problem varies? ( 3 ) So far as the theories 
are descriptively b·ue, what characteristics of a de
cision maker's background tend to be associated with 
the selection of a particular approach to the decision 
problem? ( 4) For those theories advanced as norm
ative decision criteria, wlnt value might they have 
in reducing ex ante resource misallocation? Equival
ently, for the decision problems studied, do salient 
discrepancies exist between the farmers' solutions and 
the normative solutions? ( 5) Are there noteworthy 
differences between the various normative decision 
criteria in the degree to which they reduce ex ante 
resource misallocation in the situations studied? 

Answers to these questions, so far as they can be 
given, will be based on the farmers' solutions to a 
number of decision problems under absolute un
certainty. These problems were of two types, some 
being completely hypothetical and some representing 
a practical problem within the feeder-cattle enter
prise. To simplify the presentation, we first will 
consider these two sets of problems separately, draw
ing the analyses together later. W e begin by consider
ing the hypothetical decision problems . 

D ESCRIPTION OF THE HYPOTHETICAL DECISION 

PROBLElvIS 

These problems were based on the payoff matrix 
used to illustrate the several decision theories ex
plained earlier. For convenience, this matrix is repro
duced here. 

D ecision m aker's St ates of Natu re 
alte nl atives S, S2 s,. s, 

A1 2,500 3,500 0 1 ,500 
A2 1,500 2 ,000 500 1,000 
A3 0 6 ,000 0 0 
A< 1,500 4,500 0 0 

In posing the hypothetical problems to the farmers, 
the alternative acts A1 , A2, Aa and A➔ were described 
simply as four possible annual investments , each 
requiring the same amount of capital. The payoffs 
shown opposite each act were specified as the possible 
dollar net rehuns that might accrue over the invest
ment year if that act were chosen. It was pointed out 
that for a given investment choice, the likelihood 
of receiving any particular payoff relevant to that 
choice was completely unknown; the decision maker 
could only be sme that he would receive one of the 
payoffs listed opposite whichever act he selected. 

This basic problem was posed in four "once only" 
contexts . Two of these specified that the alternative 
selected was to be the only income source; the other 

10 F tests based on anaJysis of variance and Chi -square tests wHl be 
the principa l stati stical procedw·es used . In using analysis of variance 
to make tes ts of s igni fic ance, it w ill be asswn ed that the d ata f ulfi]l 
the necessary assurnptions, viz . tl1at th e various fixed effec ts and the 
erro1· are add itive and that the errors are non corre lated and nonnaJ ly 
d istributed. 
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two that a sure annual income of $3,000 additional to 
that derived from the selected act was also available . 
For each of these income situations the farmer was 
asked which act he would choose when the selected 
investment ( a ) could only be made once and ( b ) 
had to be made in each of 20 consecutive years . It 
was stipulated that Nature's strategy might vary from 
year to year over these 20 yea.rs. 

The farmers were asked to b'eat each problem as 
if it were a real-life decision that had to be made 
under their current circumstances. No attempt was 
made to specify the available acts as real-world 
alternatives. The net income figures used are realistic, 
however, compared with those commonly found 
throughout the sw·vey area. For each solution nomin
ated, the reason for that specific choice also was 
requested. 

All the farmers were owner-operators with con
siderable resources at their disposal. Also, none of the 
alternative acts could lead to absolute losses. It is 
therefore reasonable to regard the 1-year setting of 
the problem as having only short-run effects and the 
20-year setting being considered as having long-run 
repercussions on the decision maker. Thus, the four 
decision problems can be characterized as follows: 
( a) short-run with no sure income; ( b ) short-run with 
sure income; ( c) long-run with no sure income; ( d) 
long-run with sure income. 

DESCRIPTIVE ROLE OF THE THEORIES OF CHOICE: 

HYPOTHETICAL D ECISION PROBLEMS 

The frequencies with which each of the alternatives 
were chosen in each setting of the problem by the 
77 farmers are listed in table 9. For convenience, the 
theories of choice compatible with the selection of 
each alternative are also noted in the table. Acts A1 

and A2 were most frequently selected. With no sure 
income available, the majority of farmers chose A2 • 

With an additional sure income, the majority chose 
A1 • Only when an additional sure income was avail
able did a significant proportion of the respondents 
choose A3 or A4. 

Had the farmers made their selections in a random 
manner , in reference to each column, a distribution 
pattern with approximately 20 selecting each act 
would be expected. In no case do the listed dish·ibu
tions approach such a pattern. foreover, as table 9 
shows, there are quite distinct differences between the 
frequency patterns for each setting or column of the 

TABLE 9 . DECISION THEORIES COMPATIBLE WITH THE 
SELECTION OF EACH ALTERNATIVE AND THE NUMBER OF 
FARMERS SELECTING EACH ALTERNATIVE IN EACH HYPO
THETICAL DECISION PROBLEM. 

Alter
native 

se~ected 

A t ... 
Ao .. . . . . 

Compatible decision 
th eoriesa 

Laplace; 
. W ald ; Hurwicz;b 
Simo n;c Shackl e; 

A, . .... .. . Hurwicz ;tl Shackle; 
A• . Savage ; 

Total 

Se tting o f dec ision problem 
Add ition al 

No sure income sure incom e 
Short Lon g 

r111 nm 
22 32 

52 41 
2 2 
1 2 

.77 77 

Short 
rnn 

41 

16 
13 

7 
77 

Long 
rnn 

44 

13 
6 

14 
77 

:i. Sirnon's theory with a zero aspiration Jev el is compatible w lth each 
alten1ative . 
b With fJ ;,. 8 / 9. 
c With an aspiration level greater than zero. 
d With fJ ~ 8 / 9 . 
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decision problem. Ipso facto, it is concluded that the 
farmers made their choices in an active way, and that 
credence may be given to their explanations of these 
choices. Assuming the 77 farmers to be a random 
sample, Chi-square• tests strongly support the hypo
thesis that the farmers' selections were pw-posive. 
A Chi-square test for independence b etween the 
setting of the decision problem and the alternatives 
chosen, regarding the data matrix of table 9 as a 
contingency table, also led to rejection of the hypo
thesis that the choices made were independent of the 
problem setting. 

DECISION PROCEDURES FOLLOWED 

In all cases in which A1 was chosen, the respondents 
gave as their reason that it had the highest average 
payoff or that its row total was the largest. Selection 
of A1, therefore, always was based on the Laplace 
criterion. As was quite evident during the collection 
of the data, it was not based on the use of Simon's. 
theory with a zero aspiration level. Selection of A1 

was always preceded by some numerical calculations 
on the part of the respondent, either of row totals or 
averages. Numerical calculations by the respondent 
never led to any choice other than A1 . 

All farmers selecting A2 indicated that they did so 
because it guaranteed a minimum return of $500 
under all possible states of Nature. Their reasoning is 
in agreement with the Wald criterion, the Hurwicz 
criterion with a zero degree of optimism, Simon's 
the01y and the special case of Shackle's theory when 
it is equivalent to the Wald criterion. (We have al
ready noted that the Hurwicz criterion with a zero 
level of optimism is equivalent to the Wald criterion.) 
Given the respondents' reasoning, it seems most 
probable that the selection of A2 was generally based 
on a Wald maximin approach or the use of Simon's 
theo1y with a nonzero aspiration level, rather than 
on the special cases of the Shackle and Hmw icz 
theories. Moreover, in situations where the decision 
maker's aspiration level exceeds or equals the maxi
mum minimum payoff, Simon's theory is equivalent to 
the \Vald criterion. Thus, there is only a small chance 
of error in atti·ibuting the selection of A2 to a Wald 
criterion type of approach. It was the approach most 
implicit in the farmers' reasons. 

Farmers' explanations for the selection of A,1 em
phasized a preference for gambling. They recognized 
the "riskiness" of A~ relative to the other altern atives 
but were attracted by the possibility of receiving the 
maximum possible payoff of $5,000-behavior incon
sistent with th 3 Simon theory as a basis for selection 
of A3 . A gambling motivation is , however, compatible 
with a Shackle or a I-lurwicz approach. 

A gambling motivation was generally given for the 
choice of A-1; many of the farmers suggesting that 
this investment alternative was chosen as a com
promise between the relative "safeness" of A1 or A2 
and the "riskiness" of A3 . Such reasoning is suggestive 
of the Savage regret approach, although no farmer 
came close lo giving an explicit statement of this 
criterion as the basis for his selection of A4 • Over-all, it 
appears that only the Laplace and the Wald criteria 



h ave widespread descriptive value in explaining the 
farmers' choice. In choosing A1 , a large proportion 
of the respondents made a choice incompatible with 
Shackle's hypothesis . 

STABILITY O F CHOICE 

Inspection of table 9 shows that many changes in 
choice occurred as the setting of the hypothetical 
decision problem varied, otherwise each alternative 
would have b een selected the same number of times 
in each of the four settings of the decision problem. 
Only a third of the farmers did not alter their choice 
as the problem's context varied. One farmer always 
chose A4 , one always A3 , 11 always A2 and 13 always 
A1 . It is certain that the shifts in choice that occmTed 
are a function of the particular payoffs and problem 
settings specified in the hypothetical problems. In 
consequence, the changes in choice will not be dis
cussed in full detail. Only the general implications 
of the data will be considered. The most important 
fact is that two-thirds of the respondents varied their 
decision-making approach as the context of the de
cision problem altered . Of these changes, the majority 
related to the income setting of the problem and not 
the length of time over which the decision would be 
influential. This is revealed somewhat by the data of 
table 9 and more clearly by the data of tables 10 
and 11. 

Table 10 relates to the time setting of the hypo
thetical decision problem. In it, no account is taken 
of the income setting of the decision problem. The 
table entries were derived by adding the correspond
ing frequencies for each choice pair AiAi ( i = 1, 2, 
3, 4; j = 1, 2, 3, 4 ) in the two "no sure income" settings 
of the problem and in the two "additional sure in
come" settings of the problem, Ai and Ai referring 
to the choices made by each respondent in the short
run and long-run contexts of the problem, respective
ly. Since each farmer was asked to make two short-run 
and two long-run decisions, each respondent is re
corded twice in table 10. Equivalently, the table re
lates to twice 77, or 154, choice pairs . Entries on the 
main diagonal of the table's "AiAi matrix" indicate the 
number of times out of 154 that the choice pair AiAi 
( i= j ) occurred. Such pairs constitute 80 percent of 
the total number of choice pairs. In other words, 80 
percent of the solutions given by the farmers relevant 
to the time setting of the problem show no change 
in choice ( or change in the decision-making ap
proach) as the time setting of the problem varied. 
Assuming the survey farmers to b e a random sample , 
the 95-percent confidence interval for the percentage 

TAl3LE 10 . FREQUENCY OF OCCURRENCE OF P AIRS OF 
CHOICES AMONG T H E ALTERNATTVES A1, A2, A3 AND A, 
RELATIVE TO THE TIME SETTINGS OF THE HYPOTH ETICAL 
DECISTON PROBLEMS, AND FREQUENCY WITH WHICH EACH 
ALTERNATIVE WAS SELECTED IN EACH TIME SETTING. 

Cho ice in Choice in long-n1n se tting Total 
short-n1n A1 Ae A3 A, frequency 

setting 
( No. ) ( •o . ) ( No. ) ( No. ) ( •o . ) 

A1 ... 57 3 1 2 63 
A 2 . 17 51 0 0 68 
A:i 2 0 7 6 15 
A• 0 0 0 8 8 

To tal frequ en cy 76 54 8 16 154 

of choice pairs of the type AiAi ( i= j ) is from 71 to 
87 percent. 20 

The frequencies of choice pairs of the type AiAi 
( i# j ) are shown ~y the entires off the main diagonal 
of the "AiAi matrix ' of table 10. Each such pair repre
sents a shift in choice by a respondent between the 
short-run and long-run setting of the problem. Thirty
one such shifts in choice occurred. Of these, 17 were 
away from A2 into A1 as the time influence of the 
decision b ecame greater. Remembering that the rea
sons for selecting A2 generally suggested use of the 
Wald criterion, while those for A1 corresponded to 
the Laplace criterion , it appears that the majority 
of the shifts in choice occasioned by the extension of 
the decision's time influence related to a change from 
a Wald to a Laplace approach. The converse change, 
indicated by the pair A1A2 , occurred three times. 
The choice pair A3A4 occurred six times, indicating 
in these cases a change from a conservative to a less 
conservative approach as the time influence of the 
decision lengthened. Over-all, despite some conflict
ing tendencies, the data indicate that the farmers 
were least conservative in their long-run decisions, 
remembering, however, that the majority of the choice 
pairs indicate no change in the respondents' decision
making approach as the time setting of the problem 
varied. 

Except that it relates to the income context of the 
hypothetical decision problems and takes no account 
of their time setting, table 11 is similar in construction 
to table 10. Mechanically, it may be read in the same 
fashion as table 10 and indicates that only 68 out of 
154, or 44 percent, of the solutions given by the farm
ers relevant to the income setting of the problem 
showed no change in choice ( or change in the de
cision-making approach) as the income setting of the 
decision problem varied. 

Again assuming the survey panel to be a random 
sample, the 95-percent confidence interval for this 
estimate of 44 percent is from 34 to 54 percent. The 
figure of 44 percent conb·asts markedly with the 
corresponding figure of 80 percent relative to the time 
setting of the problem. Obviously, within the range 
of time and income settings specified, the respondent's 
decision-making approach was generally far more re
sponsive to variations in the income setting of the 
problem than to variations in the time setting. In
spection of table 11 reveals that altogether there were 
86 shifts in choice b etween the two income contexts 
of the problem; 53 of these changes were away from 

20 Based on th e assump tion that th e number of such cho ice pairs follow 
a binorn ia1 distribution. 

TABLE 11. FREQUENCY OF OCCURRENCE OF PAIRS OF 
CHOICES AMONG THE ALTERNATIVES A,, A, , As AND A,, R ELA
TIVE TO THE INCOME SETTINGS OF THE HYPOTHETICAL DE
CISION PROBLEMS, AND FREQUENCY WITH WHICH EACH 
ALTER NATIVE WAS SELECTED I N EACH INCOME SETTING. 

Choice in no 
su re incom e 

setti1'1g 

A1 
Ao 
A3 
A• 

Total freq uency 

( No.) 
... 32 
.. 53 

0 
. 0 
85 

Choice .in additional sure 
incom e setting 

( o. ) 
0 

29 
0 
0 

29 

( No. ) 
10 

5 
4 
0 

19 

( No. ) 
12 

6 
0 
3 

21 

Total 
frequency 

( No . ) 
54 
93 

4 
3 

154 
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A~ into A1 , implying a shift from a Wald to a Laplace 
approach, as the income uncertainty associated with 
the decision decreased. Indeed, the off-diagonal en
tries of table 11 show that every change in choice 
was either away from A2 into A1 , A:i or A-1 , or from 
A1 into A3 or A➔ as income uncertainty decreased . 
Since the reasons given for selection of A3 or A-1 in
variably involved a gambling motivation, it is appar
ent that every shift in choice denoted the adoption of 
a less conservative decision-making approach as the 
income uncertainty inherent in the problem's context 
declined . Moreover, comparison of the choice fre
quencies given in table 9 for similar time settings of 
the problem reveals that a majority of the respondents 
changed their decision-making approach as the in
come setting of the problem vari ed. This is in contrast 
to the situation relative to variations in the time 
inHuence context of the problem. As table 9 also 
shows, only a minority of the respondents altered their 
approach to the problem as its time influence varied . 

Comparing the solutions for the long-run and short
run problems with no sure income available, as listed 
in table 9, little difference in popularity between A3 

and A-1 is evident. Indeed, neither of these acts were 
very popular; apparently, with no additional sure 
income available, only a few of the farmers were 
prepared to gamble. With an additional sure income 
of $3,000 available, however, both A3 and A 4 became 
fa r more popular. Also, inspection of table 9 shows 
that a distinct difference in popularity between A:J 
and A-1 developed as the period of influence of the 
decision varied. In the short-run setting A3 was by far 
the more popular of the two; in the long-run context, 
the position was reversed. 2 1 Since A.t is intuitively a 
safer investment than A:i, it appears that most of those 
farmers who "gambled" in the sure income setting 
preferred to take greater risks in their short-run de
cisions than in their long-run decisions. This contrasts 
with the behavior of those who switched from a Wald 
type of approach to the Laplace algorithm as the time 
inHuence of the decision became greater. The latter 
tended to take greater risks in their long-run decisions. 
Numerically, the former group was more important. 

ASSOCIATIONS BETWEEN PATIER.1'/S OF CHOICE AND 

SELECTED CHARACTERISTICS OF THE RESPONDENTS 

The respondents were asked to solve the hypo-

2 1 Assuming the popu lation to be a random sample, th e ( adju sted ) 
Chi-square tes t valu e for thjs difference in popularity is 3 .6. This 
va lu e is s ignificant at th e 6-percent level. 

thetical decision problems in terms of their current 
circumstances. Assuming that they did , we now con
sider these solutions against the respondents' back
grounds atternptin.g to perceive what associations exist 
between the patterns of choice over the four problems 
posed and some basic ath·ibutes of the respondents. In 
doing this, we will exclude the two respondents who 
operated extremely large farms relative to the other 
75 members of the p opulation. 

Table 12 lists the means of some characteristics 
of those farmers following each pattern of choice 
shov\rn a t the top of the table. Four choice patterns 
are delimited; intuitively, they are the most meaning
ful of all those that might have been listed. For both 
A, and A2 there was a noteworthy number of farmers 
who chose this single act in each of the four settings 
of the hypothetical decision problem. These farmers 
are grouped separately in the table under the headings 
of "Always Ai'' and "Always A~." The 13 farmers who 
always selected A1 used the Laplace criterion con
sistently. It is most likely that the 11 who always 
chose A2 were following an approach of the Wald 
type. The remaining farmers are classified into two 
groups : those who changed their choice as the setting 
of the problem varied but always selected either A1 

or A2 and those who selected either A:i or A-1 at least 
once as a solution for one of the four problems posed. 
A:i and A-1 are grouped together because, intuitively, 
they are the least safe of the alternative acts. Their 
selection, given the availability of A1 or A2 , implies 
a tendency to gamble, or at least to take risks. Con
versely, A1 and A2 are, relative to A3 and A-1 , con
servative alternatives. In table 12, these four decision 
patterns are listed from left to right in their intuitive 
order of decreasing conservativeness. 

Age. Those farmers who always selected A2 tended 
to be the older members of the population. It seems 
reasonable that these older respondents should use a 
Wald type of approach . They probably place more 
emphasis on maintaining their current situation as a 
base for their retirement rather than on bettering 
their current status. The younger members of the 
group generally chose either A1 or A2 , switching be
tween the Laplace and Wald approaches as the con
text of the decision problem varied. 

Education. On the average, those respondents who 
chose A~ had the smallest number of years of formal 
education. To some extent, this may be correlated with 
the fact that these farmers tended to be the older 
cnes; their opportunities to obtain education may not 

TABLE 12. AVEHAGE OF SELECTED CHARACTEIUSTICS OF THOSE FARME RS WITHIN EACH DECISION PATTERN GROUP.• 

D ecis ion pattern over the fou r hypothetical decis ion problems 
A~h-v.-ay-s--~-----c,E ither - AJ~ ays Som etimes C haracteristic Un it 

As A1orAe A1 A:iorA• 
( 11 fa m,ers) ( 72 fanners) ( 13 fann ers) ( 29 fann ers) 

Age year 4.5.i1, 
Fonnal education .. . year 10.9 
D ep endents .......... number 2 .8 
Total cap ita l invested .. $1,000 9 1.0 
Net worth $ 1,000 84.6 
Equi ty . . . ............ p ercent 93.0 
Feeder cattle purchasedlJ nwnber 77.7 

Calves pe rcentc 62.2 
Yearlings . . .. p ercent ' 37.8 
2-year-o lds .. .... percent c 0 .0 

:1 The two farmers with extrem ely larg e f arn1s are excluded. 
"Cattle purch ased during the period July 1, 1956, to Jun e 30 , 1957. 
c Percentage o f number o f feeder cattle purchased . 
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40 .2 42.4 42 .1 
11.1 12.0 11.8 

3 .6 3.4 3.9 
121.2 127.5 96.8 
107.2 104.6 82.3 

88.4 82.0 85.0 
115.6 121.9 115.5 
«~ ~~ ~ -1 
M.8 M.4 ~~ 
0 .5 6 .0 11.3 

Over-all 
average 

( 75 farmers) 
42. 1 
11.5 

3.6 
103.5 

93.9 
86.5 

111.1 
4 7 .1 
47.1 
5.8 



11ave been as great as those available to younger 
members of the population. Those who used the La
place criterion, choosing A1 , had the most education. 

Dependents. Perhaps unexpectedly, those who al
w ays chose A2 had the smallest number of dependents , 
perhaps because they were, in majority, the older ones 
whose children were no longer classed as dependents. 
W e would have expected conservative choices to be 
associated with a larger number of dependents, espe
cially since business and family interests are closely 
associated in farming. Those respondents with a larg
er-than-average number of dependents , however, 
t ended to choose the more risky, but possibly more 
remunerative, alternatives, A,1 and A4 , at least once. 

Total capital invested. Quite large diflerences exist
ed among the four groups in terms of their capital 
investment. Above average investment tended to be 
associated with consistent selection of A1 or of either 
A1 or A2 . On the other hand, those choosing A2 had 
the smallest capital investment. Small capital invest
ment, relative to the average investment of the over
all group, was also associated with selection of AR 
or A-1, 

Net worth. Those farmers with a smaller-than-aver
age net worth tended to follow either the least con
servative choice pattern, sometimes selecting A3 or A4 , 

or else the most conservative pattern, always choosing 
A2 . Such conb.-asting decisions suggest that the de
cision maker's inherent psychological make-up may 
be the dominant in:Huence affecting his choice. 

Equity. The lower an entrepreneur's equity ratio, 
the greater the risk he is taking, ceteris paribus. To a 
degree, therefore, an entrepreneur's equity ratio is an 
indication of his willingness to take risks. This is 
borne out by the equity data of table 12. Those re
spondents with a higher-than-average percentage 
equity either always chose A2 or chose either A1 or 
A~. As previously mentioned, these are the two most 
conservative choice patterns among the fotu- patterns 
delimited . Indeed, those choosing A2 , which corre
sponds to a Wald type of approach to the decision 
problem, had a very high percentage equity on the 
average. Conversely, those who used the Laplace 
approach or tended to gamble by sometimes choosing 
either A3 or A-1 had relatively low equity ratios . 

Feeder cattle purchased. Compared with other 
enterprises possible on Midwest farms, the feeder
cattle enterprise is "risky." Hence, to some extent, 
the size of a farmer's feeder enterprise is an indica
tion of his tendency to take risks. The total number 
of cattle, or any other unweighted aggregate index, 
however, is only a rough indication of the risk taken. 
Such measures do not take into account the differ
ences in risk between the various age types of cattle
differences that are quite substantial. Least risky are 
calves, while 2-year-olds are exh·emely risky. Yearlings 
have an intermediate level of associated risk. Against 
this background, we now consider the cattle data 
listed in table 12. 

As expected, those farmers who used a Wald type 
of approach, always choosing A2 , tended to have 

smaller feeder-cattle enterprises. Moreover, their feed
er operation contained the greatest proportion of 
calves of any of the groups listed and the smallest 
proportion of 2-year-olds. Conversely, those who tend
ed to gamble by "sometimes selecting Aa or A-1 had 
the largest proportion of 2-year-olds and the smallest 
proportion of calves. Since 2-year-olds are the most 
risky type of cattle to fatten, it is not surprising that 
the proportion of 2-year-olds increases across the 
table as the conservatism of the decision pattern de
creases. 

From an economic viewpoint, a more interesting 
measure of the relative importance of the decision 
pattern groups is their role in terms of production . 
A satisfactory index is the relative weight of feeder 
beef purchased and fat beef sold by each group. 
Such figures are listed in table 13 for the 1956-57 
season. It is noteworthy that those who changed their 
decision-making approach, as the setting of the hypo
thetical decision problem varied , handled nearly three
quarters of all the beef fed. 

TABLE 13 . P ERCENTAGE OF FEEDER BEEF BOUGHT AND OF 
FAT BEEF SOLD, IN 1956-57 BY THE SURVEY PANEL, HANDLED 
BY EACH DECISION PATTEHN GHOUP. 

D ec ision pa ttern Percentage of all Perce ntage of all 
group feed er beef feed e r beef 

________ __ 1_,o_u g_•h_t _______ s_o!d 
9 .3 10~.o~---Always A, 

Either A, or A'!. 
Always A ·1 
Som etim es Aa or A-1 

30.1 30.4 
17.9 18.8 
42.7 40.8 

NOHMATIVE ROLE OF THE THEO.HIES OF CHOICE: 

HYPOTHETICAL D ECISION PHOBLEMS 

No normative implications of "real-world" decisions 
can be drawn from analysis of the farmers ' solutions 
of the hypothetical problems analyzed. H ence, we 
now turn to a consideration of more practical or "real
world" problems and farmers' reactions to them. These 
problems were constructed from data supplied by the 
farmers. They relate to pre-purchase planning within 
the feeder-cattle enterprise. Each farmer's set of con
sidered feeder programs was taken as his alternative 
acts. For each of these possible programs, the farmer 
was asked to give his expectation of the most probable 
buying and selling price of cattle under four possible 
states of Nature. Two farmers could not do this . 
Formulation of the decision problem in such terms 
was beyond them. Consequently, the major part of 
the analysis of the practical problems refers to 75 
respondents. The specified states of Nature were the 
four combinations possible between two mutually 
exclusive weather possibilities and two mutually ex
clusive aggregate fattening policies on the part of all 
other farmers with a feeder-cattle enterprise. The 
feeder-raiser group was specified as behaving in 
"average or normal fashion," the reason for this simpli
fication being that discussed previously. 

Weather was specified in terms of the magnitude 
of the national corn crop . The two alternatives were 
a large national corn crop , leading to an average corn 
price of $1.10 per bushel through the fattening season, 
or a small corn crop, giving rise to an average price 
of $1.30 per bushel. By using this mode of expression, 
the possible eflects of the weather were defined in a 
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manner meaningful to the farmers . The alternatives 
open to all other cattle feeders were taken as their 
planning to produce mainly short-fed cattle to be 
sold from March to June or mainly long-fed cattle to 
be sold from June to September. The four combina
ticns among these alternatives will be designated as 
follows : S1 , good cropping weather and marketings 
mainly March to June; S2 , good cropping weather and 
marketings mainly June to September; S3, poor crop
ping weather and marketings mainly March to June; 
S4 , poor cropping weather and marketings mainly 
Jun e to September. 

Each farmer specifi ed his price expectations for each 
state of Nature. He then was asked which alternative 
feeding program he would select and the number of 
cattle to be fed under each program. From these data, 
the proportion of the farmer's feeder enterprise re
sources that would be devoted to each alternative 
was calculated. As in the real-world situation, the 
respondent was allowed to select the null alternative 
of having no feeder cattle if he desired. The problem 
vvas posed under the following three possible circum
stances : either good or poor weather possible; good 
weather certain ; poor weather assured. For each of 
these problems it was specified that absolute un
certainty prevailed over Nature's possible states . 

Nonnative payoff matrices were constructed from 
the price expectation and cattle feeding data supplied 
by the respondents. 22 In these mah-ices, the payoff 
elements were expressed as the expected percentage 
net return on each act, allowance being made for the 
length of the investment. Constant returns to scale 
were presumed to prevail in each alternative. Solu
tions to the practical decision problems were obtained 
by applying the theoretical procedures illustrated in 
the section explaining the several theories of choice 
under absolute uncertainty. 

DESORIPTIVE ROLE OF THE THEORIES OF C HOICE: 

PRACTICAL D ECISION PROBLEMS 

W e now examine the farmers' solutions of these 
practical decision problems in relation to the questions 
posed at the outset of this section . W e first ccnsider 
the descriptive role of the theories of choice. W e can 
consider the descriptive role of only the Laplace 
equiprobability, \,Vald maximin and Savage regret 
theories of decision making under absolute uncertain
ty. The theories of Hurwicz, Simon and Shackle can
not b e appraised because the respondents' p essimism
optimism indices, aspiration levels and gambling in
difference maps are unknown. The Wald maximin and 
Savage regret criteria will not be considered with only 
pure strategies permitted; mixed strategies are feasible 
in the practical problems, and it would be irrational to 
consider these procedures only in terms of pure 
strategies. The main procedure in analyzing the de
scriptive role of the decision theories is as follows : 
First, the empirical solutions to the decision theories 
will be constructed as normative specifications. Next, 
the actual choices made by farmers as descriptive 
actions will be compared with the empirical solutions. 

22 The constnte tion of the payoff matrices is explained in Appendix B . 
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The theoretical solutions of the practical problems 
can be divided into two main classes: If the payoff 
martix contains a dominant row, all three of the 
Laplace, Wald and Savage theories select as optimal 
the act corresporn1ing to that row; all three answers 
to the problem are then identical. Such occurrences 
constitute the first grouping of the theoretical solu
tions. If the payoff matrix does not contain a dominant 
row, the theories will not suggest identical solutions. 
Such occurences constitute the second class of solu
tions. The relative importance of these two groupings 
of the solutions is shown in table 14 for each problem 
setting. 

TABLE 14. CLASSIFICATION OF THEORETICAL SOLUTIONS TO 
THE PRACTICAL DECISION PROBLEMS. 

Problem settiJlg 

Good w eath er certain 
Poor weath e r certahl 
E ith er good or poor 

w eath er 

N umber of probl ems in wh ich the Laplace~ 
W ald and Savage solutions w ere: 
Id en tical Not id entical 

. . ... . 60• 15 
66 9 

23 

n In cluding on e problern whose solutions, fo r all practica l purposes, 
were identical. 

Thus , of the 225 problems constructed, 178 con
tained a dominant alternative which was automatically 
selected by each of the theoretical decision pro
cedures. That so many dominant acts existed is partly 
because of the small number of alternatives present 
in each problem. It also reflects the feelings of those 
respondents who did not attach strong differential 
effects to some or all of Nature's possible states. 

Assuming the survey panel to be a random sample, 
a Chi-square contingency test value of 8.0 for the data 
of table 14 indicates that there is less than one 
chance out of 100 that the occurrence of idential solu
tions is not independent of the setting of the practical 
decision problems. Moreover, as the following discus
sion outlines, a reasonable explanation can be given 
for the pattern of the data in terms of our theoretical 
model. 

Dominant alternatives tended to occur most fre
quently when poor weather was specified as certain. 
This is possibly a reflection of tl1e fact that with poor 
weather assured, fewer cattle would be fed and fewer 
farmers would feed cattle. Under such circumstance, 
there would be fewer aggregative maneuvers possible 
by those other farmers feeding cattle, a phenomenon 
most likely leading to a smaller range of possible varia
tion in fat cattle prices and, concomitantly, a greater 
chance that a dominant alternative might exist. Con
versely, with either good or poor weather possible, it 
might be expected that there would b e least chance 
of a dominant alternative occuning. As the preceding 
fi gures show, dominant alternatives were least fre
quent when the weather was not specified. 

We will first examine the farmers' solutions for th '.lse 
problems containing a dominant alternative. 

ALL THEORETICAL SOLUTIONS IDENTICAL 

Table 15 gives a qualitative classification of the 
fanners' solutions for those 178 problems with a 
dominant alternative. The classification is in terms 
of the agreement between the farmer and theoretical 



TABLE 15. CORRESPONDENCE BETWEEN FARMER AND THEORETICAL SOLUTIONS TO THE PRACTICAL DECISION PROBLEMS JN 
THOSE CASES WHERE ALL THEORETICAL SOLUTIONS WERE IDENTICAL. 

Numbe r 
of alter- Numbe r of cases in which Number of cases in Number of cases in Total number of cases 
natives the fanner and the which the fanl'l er's solu tion wh ich th e far mer aod i.n which all theoretical 
consid- th eoretical solutions were overl apped the theoretical theoretical .so lutions solution s we re identic al 

e red identical solution w ere disjunct 
G• p b E e G p E G p E G p E 

l . 12 13 13 0 0 0 1 0 0 13 13 13 
2 . . . . . . . . . 6 11 5 12 10 10 4 5 4 22 26 19 
3 4 5 3 6 6 6 3 2 1 13 13 10 
4 .. ... .. .. . ... 0 0 0 7 6 5 0 0 0 7 6 5 
5 0 0 0 3 6 3 0 0 0 3 6 3 
7 .... . . . .. . . .. 0 l 0 1 0 l 1 1 1 2 2 2 
8 0 0 0 0 0 0 0 0 0 0 0 0 

Total .. ... 22 30 21 29 28 25 9 8 6 60 66 52 
Percen t 37 45 40 48 42 48 15 13 12 100 100 JOO 

a G denotes the problem setting w ith good w eather certain. 
b P den otes the problem setting with poor w eather certain. 
c E denotes th e problem setting w ith e ither good or poor w e ather possible. 

solutions. As previously mentioned, the theoretical 
solutions were obtained by applying the relevant 
decision criteria to the normative payoff matrix of 
each problem. For each problem setting, the total 
number of farmers within each solution classification 
is shown at the bottom of table 15. These totals are 
also given as a percentage of the total number of 
problems in each setting. Comparison of these per
centages within each qualitative grouping indicates 
that little variation existed between problem settings. 
The reason for this is that, in most cases, a farmer's 
solutions for all three problem settings fell into the 
same qualitative class. 

Averaged over each problem setting, 41 percent 
of the farmers' solutions coincided exactly with the 
theoretical solution; in addition, 46 percent of the 
farmers' solutions overlapped the theoretical solution. 
These were cases where the farmer selected a mixed 
strategy that included the optimal act as a component. 
For only 13 percent of the problems were the farmer 
and tl1eoretical solutions disjunct. Obviously, the re
spondents tended to select, at least as a part of their 
program, the alternative suggested by the theoretical 
procedures. But, as the following discussion of table 
15 indicates, tlus does not imply that the theories 
played any extensive descriptive role. 

Of the 155 farmer solutions that coincided with 
the theoretical solution, 24 percent were necessarily 
correct because they related to "problems" involving 
only a single feeder program. Another 35 percent of 
these 155 farmer solutions related to farmers who 
considered only two alternatives. Only in one case out 
of the 36 in which more than three acts were con
sidered was a strategy corresponding exactly to the 
theoretical solution chosen. Moreover, in the majority 
of those cases where the farmer's solution overlapped 

the theoretical solution, the optimal act was only of 
minor importance in the farmer's solution. Nor was 
there any significant correspondence evident between 
the farmers' approaches to the short-run hypothetical 
decision problems ( which correspond best in time in
fluence to the practical problems) and the classifica
tion of the farmers ' solutions in table 15. Also, the 
solutions of those 24 farmers who considered more 
than one state of Nature did not correspond to the 
theoretical solutions to any greater extent than was 
evident for the other members of the panel. Purposive 
selection by the respondents , based on calculations 
akin to those involved in our construction of the pay
off matrices and application of the decision algorithms, 
appears unlikely. As is shown in the following para
graphs, a similar conclusion must be drawn from 
analysis of those problems not containing a dominant 
act. Also, for both solution groups, this conclusion 
remains h·ue when the Wald and Savage approach 
solutions based on only pure sh·ategy selection are 
allowed. 

Forty-seven of the 225 problems had payoff rnah·ices 
such that the Laplace, W ald and Savage criteria 
solutions were not identical. The farmers' solutions 
to these problems are classified in terms of their agree
ment with the theoretical solutions in table 16. In 
making this tabulation, the farmer's solution was 
regarded as coinciding with the theoretical if it in
cluded the acts of the normative solution in propor
tions within the range y; ± 0.10, where y; is the 
fraction of resources that should be devoted to the 
ith act. The range ± 0.10 allows for possible errors of 
estimation in both farmer and normative solutions
errors deriving from possible inaccuracies in the data 
used to calculate production costs. While the range 
of ± 0.10 is arbitrary, it is considered reasonable. 

TABLE 16. CORRESPONDENCE BETWEEN FARMERS AND TH EORETICAL SOLUTIONS TO THE PRACTICAL DECISION PROBLEMS 
JN THOSE CASES WHERE ALL THEORETICAL SOLUTIONS WERE NOT IDENTICAL. 

Number Nttmber of cases in w hich fan11e r's Total number of 
of alter- solution in agreem ent with: cases iJ1 which 
natives Laplace Wald Savage None of the all theoretical 
cons id- solution solution so lution th eoretical solutions were 

ered solutions not id entical 
Ga P" E e G p E G p E G p E G p E 

1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
2 2 0 1 2 1 4 l " 2d ld 5 3 7 9 5 12 
3 0 0 0 0 0 0 0 0 2 1 1 2 1 1 4 
4 0 0 0 0 0 0 0 0 0 1 2 3 1 2 3 
5 0 0 0 0 0 0 0 0 0 3 0 3 3 0 3 
7 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
8 0 0 0 0 0 0 0 0 0 1 1 1 1 1 1 

Total 2 0 l 2 1 4 1 d 2d 3d 11 7 16 15 9 23 
• G denotes the problem setting with good w eather certa.in. 
up denotes the problem setting with poor w eath er certa in. 
c E de notes th e problem setting with e ither good or poor weather possible. 
d Includ in g one problem already listed und e r agreem ent wi th the Wald solution . 
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Inspection of table 16 reveals that only 16 of the 
47 farmer solutions or descriptive actions coincided 
with a normative solution of the theoretical criteria 
detailed in a previous section. Fourteen of these in
stances were for problems involving only two acts . 
Of these 14 problems, 12 had theoretical solutions 
involving both alternatives in approximately equal 
proportions. The farmers may have tended to allocate 
their resources in smiliar proportions as a simple 
compromise between the two alternatives. The norma
tive solutions to the other four of the 16 problems 
involved only pure acts. Coincidence between the 
farmer selections and tl1e theoretical solutions could 
again have been due to chance. Given the data of 
table 16, this seems most likely. Also, no significant 
correspondence existed b etween the farmers' solutions 
to the hypothetical short-run decision problems and 
their solutions to the practical problems. This supports 
the contention that the farmers' analyses of the prac
tical problems were not based on considerations akin 
to those used in deriving the normative solutions. 

ALTERNATIVE HYPOTHESES 

W e cannot say that the Laplace, Wald and Savage 
theories played any significant descriptive role in 
relation to the normative payoff matrices for the 
practical problems. This contrasts with the fact that 
in the hypothetical decision problems a majority of 
the farmers did tend to use a Laplace or Wald type 
of approach. Probably a multitude of factors contri
bute to this discrepancy. Only the three possible 
,causes hypothesized as the most important will be 
discussed here, however. 

Profit maximization. Profit maximization has been 
assumed to dominate the decision maker's appraisal 
of his problem. Perhaps this assumption is too strong. 
For instance, some of the decision makers may have 
preferences between alternative acts based on non
monetary characteristics of the acts. Others may 
gamble for its own sake. 

Strangeness of the model. As sh own previously, 
only a minor proportion of the farmers approached 
the decision problem in a manner similar to that 
postulated by the normative model. The "strangeness" 
of the constructed decision problem with its implicit 
use of the model may have confused some of the 
respondents. 

Calculation difficulties. Normative payoff matrices 
w ere used in the comparisons. As shown in Appendix 
B, the development of these mab·ices involved a series 
of cumbersome calculations. Implicitly, we assumed 
that the respondents could also make these calcula
tions, or rule-of-thumb approximations of them, or 
know intuitively from previous experience the adjust
ments that had to be made. This is an exh·emely 
sh·ong assumption . Its lack of fulfillm ent is probably 
the major cause for the high degree of irrationality 
suggested in the farmers' solutions. The fact that the 
farmers did not make the transformations from ex
pected prices to expected profits correctly, however, 
does not necessarily vitiate the descriptive role of 
the theories. The farmers may have been using the 
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theories, not in relation to the normative payoff 
matrices, but in terms of some naive set of payoffs. 

Naive payoffs. The simplest such hypothesis is that 
the farmers made t~1eir choices simply in terms of the 
expected buying and selling prices of the cattle
taking no account of intermediate production costs. 
To test this hypothesis, payoff matrices were con
structed for each problem in terms of the margins 
between expected buying and selling prices for each 
alternative. The farmers' solutions were checked 
against the theoretical solutions for this naive formula
tion of the decision problems. Again no significant 
correspondence was found between the theoretical 
and farmer solutions, nor between the farmer's solu
tions to the practical problems and their decision
making approach to the short-run hypothetical prob
lems. H ence, the hypothesis must be dismissed. 

Habitual selection. An alternative hypothesis is tlrnt 
the farmers did not solve the consh·ucted problem 
in an active way. Perhaps they had a rather fixed 
feeder-cattle operation from year to year which they 
nominated as their solution to the problem. As a test 
of this hypothesis, the farmers' solutions to the prac
tical problems were checked against the history of 
their feeder enterprises during two previous years. 
The 13 farmers who considered only a single alter
native were excluded from this phase of the analysis. 
Of the remaining 62 farmers , 21 percent had solu
tions to the practical problems coinciding either ex
actly or very closely with their actual feeder programs 
over the two previous years . They apparently made 
their feeder-cattle decisions on a habitual basis ; when 
confronted with the practical decision problem they 
had probably reiterated the habitual solution. It ap
pears certain that for these 13 farmers, and for the 13 
who considered only a single alternative, the decision 
theories on which we have elaborated played no de
scriptive role in the short run of a single season. It 
may be that the theories played some role over the 
longer run for these farmers in initially determining 
their habitual decision; more likely, though, their 
original longer run decision was based on an aspira
tion level approach of the Simon type. Perhaps they 
found a feeder-enterprise pattern that was initially 
satisfactory and simply maintained this same pattern , 
without seeking better alternatives. 

The 49 respondents whose feeder operation varied 
within the two prior seasons in general nominated 
solutions that ( a ) varied over the three problem 
settings and ( b ) were, in consequence, usually dif
ferent from either of their two historical selections. 
These farmers, therefore, probably approached the 
practical problems in an active manner. Moreover, 
they constitute the bulk of population. On these 
grounds, we cannot dismiss the theories as phying 
no role with respect to the practical problems . 

ORMATIVE ROLE OF THE THEORIES OF CHOICE : 

PRACTICAL DECISION PROBLEMS 

The average expected annual percent net returns 
from the farmer, Laplace, Wald and Savage solutions 
for each state of Nature in each problem setting are 
shown in table 17. Inspection of the table reveals 



that these returns differ little from state to state within 
each solution. Also, only relatively small differences 
exist between the average payoffs for the Laplace, 
Wald and Savage solutions. Given the prevalence of 
dominant alternatives, this is not unexpected. The out
standing feature of the data is the difference between 
the farmer and normative solutions. For every state 
of Nature in eve1y problem setting, the average ex
pected payoff from the farmer solution is markedly 
smaller than that from any of the three normative 
solutions. 

Assuming the survey panel to be a random sample, 
F tests based on analysis of variance ( using designed 
comparisons among the means of table 17) indicated 
that the differences between the farmer and theoret
ical solution means were highly significant, also that 
significant differences did not exist among the theoret
ical solution means. • 

Table 18 lists the magnitude of the average dis
crepancies between the farmer and normative solu
tion payoffs. The percentage increase in net return 
that would be expected if the normative strntegy had 
been selected rather than the farmers' nominated 
solution is shown in table 19. Obviously the decision 
theories examined do have practical normative import 
ex ante. Nothing can be said of their role in reducing 
ex post resource misallocation. The extent to which 
th~y did so would depend on the correctness of the 
farmers ' price expectations. 

Table 19 also suggests that the three normative 
theories do not differ greatly in the extent to which 
they reduce resource misallocation ex ante, as would 
be expected given the data of table 17. Some note
worthy differences do exist, however. In the problem 
setting with specification of good weather certain, the 
average expected payoffs from th~ Wald and Savage 
solutions are dominated by those from the Laplace 
solutions. With poor weather assured, the Wald ap
proach is dominated. On the other hand, with weather 
unspecified, the Savage approach is infe1ior to the 
Laplace and Wald algorithms. That the Laplace solu
tions are never dominated, while th~ Wald and Savage 
are, is not surprising because the latter are con
servative approaches. 

The data cf table 19 can also be interpreted as an 
indication of the extent to which the survey farmers 
tended to b e irrational, assuming profit maximization 
as their goal. Table 20 gives a better indication of th ~ 
degree of irrationality that prevailed. It presents 
frequency distributicns of the discrepancies between 
the farmer and Laplace criterion solutions under each 

TABLE 17. AVERAGE EXPECTED ANNUAL PERCENT NET RE
T URN UNDER EACH STATE OF NATURE FOR THE FARMER, 
LAPLACE, WALD AND SAVAGE SOLUTIONS OF THE PRACTICAL 
DECISION PROBLEMS.a 

Good we ather Poor w eather Ejth er good o r poor 
certaii certain w eathe r possib le Solution 

S1 s. ·-s-" - s., s-,--s.-- s3--s-:;-
F= ,-ar_m_e_r ---~20-:-51 9.0- - 18.0- 18 .9--20.l- 19:§18. l- 18. i 
Laplace .. 25.4 23 .8 23 .5 22.9 24 .9 23.8 23.4 22.9 
Wald 25.2 23.8 23.0 23.0 24 .8 23.9 23 .0 22.8 
Savage 25.2 23.8 23.3 23 .0 24 .8 23.8 22 .9 22 .5 
a P ercent net re turn on purchase !_)rice of c attle ruur-fe;arequired tO 
finish them . 

TABLE 18. AVERAGE GAIN IN EXPECTED ANNUAL PERCENT 
NET RETURN UNDER EACH STATE OF NATURE THAT WOULD 
OCCUR IF THE FARMERS USED THE LAPLACE, WALD OR 
SAVAGE CRITERIA. 

Good weathe r Poor w eath er Either good or poor 
C riterion certain certain weather possible 

S1 S2 -s-,--s, ·-s-1--s;-- S-3 --s-,-
L- ,-ap-la_c_e ___ 4-.9 4 .8---5.-5 - - 4.0--- 4-.8- 3 .9- 5.3- - 4-:S 
Wald 4.7 4 .8 5 .0 4.1 4 .7 4.0 4.9 4.7 
Savage 4.7 4.8 5.3 4.1 4.7 3 .9 4.8 4.4 

TABLE 19 . AVERAGE PERCENTAGE INCREASE IN EXPECTED 
ANNUAL PERCENT NET RETURN UNDER EACH STATE OF 
NATURE THAT WOULD OCCUR IF THE FARMERS USED THE 
LAPLACE, WALD OR SAVAGE CRITERIA. 

Good w eather Poor w e ather 
Criterion certain certain 

S1 S2 S3 S, 
-L-ap- l-ac-e-- 2,3.9~ 5 ~ 0-:-~21 .2 
Wald 22.9 25.3 27.8 21.7 
Savage 22.9 25.3 29.4 21.7 

Either good or poor 
w eather possible 

S1 S2 S3 S• 
23 .9 19 .6 29.3 26:S 
23.4 20 .1 27.0 26.0 
23.4 19 .6 26 .5 24 .3 

TABLE 20. FREQUENCY DISTRIBUTIONS OF THE CHANGE IN 
EXPECTED ANNUAL PERCENT NET RETURN THAT WOULD 
OCCUR IF THE FARMERS USED THE LAPLACE CRITERION. 

Interval 
Good 

w eath er 
certai.n 
S, S2 

Poor 
weather 
ce rtain 
S3 s, 

Eithe r good or poo~ 
weath er possible 

·~s~ 
---=-1=5~.0- to---=-1-=-o-c.l------- ------- 1 
- 10.0 to - 5.1 1 I 

- 5.0 to - 0.1 2 6 1 4 3 10 2 5 
0.0 to 4.9 40 43 43 47 40 42 41 43 
5 .0 to 9 .9 15 10 17 13 17 14 19 19 

10.0 to 14.9 13 10 7 4 6 3 6 1 
15.0 to 19.9 3 1 3 3 2 2 4 3 
20.0 to 24.9 2 4 1 2 4 4 1 2 
25.0 to 29.9 l 1 1 1 1 
30.0 to 34.9 1 2 1 
35.0 to 39.9 
40.0 to 44 .9 1 

state of Nature. Had they used the Laplace criterion, 
17 percent of the farmers would, on the average,. 
have increased their expected net return by 10 or 
more percentage points; 6 percent of the farmers: 
would have decreased their net return. Because the 
frequencies for the Wald and Savage criteria follow 
essentially the same pattern, they are not presented , 
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SUMMARY AND LIMITATIONS 

This study refers to decisions made with respect 
to cattle feeding by a group of Iowa farmers . It 
represents an attempt to evaluate certain decision 
models and theories as they either ( a ) explain the 
procedures which farmers do use in making decisions 
under uncertainty or ( b) provide procedures which 
farm ers should use in decision making under certain 
problem settings involving uncertainty and relative 
to the end of profit attainment. In economic term
inology, (a ) refers to the possible descriptive role, 
the explanation of actual actions taken by farmers, 
of the various theories; (b) refers to the normative 
role, the actions farmers should take relative to parti
cular goals, of the theories. 

Real-world economic decisions are clouded by un
certainty about the future. This study has been con
cerned with decisions made under uncertainty, the 
decision maker having no objective knowledge of the 
likelihood of occurrence of the possible outcomes of 
his decision. He knows only what outcomes may occur. 

Assuming an economic hierarchy of the type and 
magnitude generally found in the real-world, several 
general game theoretic models of the production de
cision problem facing an entrepreneur appeared un
satisfactory. By considering a situation involving a 
large number of enb·epreneurs whose production de 
cisions interact and all of whom have only human 
capabilities for solving problems, however, a more 
satisfactory specific model was derived. Essentially, 
this model was normative, being postulated as the 
most rational way for the entrepreneur to view his 
production decision problem. It corresponded to the 
real-world situation by assuming that the decision 
maker simplifies his choice problem to a degree com
patible with his mental capabilities, appraising only 
some subset of his available acts and confining his 
attention to a small number of states of Nature. 
(Nature, as here used, is explained in the text. ) These 
states of Nature were specified as broad aggregative 
maneuvers possible on the part of his opponents con
sidered in aggregate. This mo::lel is one of absolute 
uncertainty where oppon ents are so numerous that 
their individual actions cannot be assessed. 

Using the constructed model, an empirical assess
ment of the normative and descriptive roles of the 
several theories of choice relevant to uncertainty 
was made. Theories which are primarily normative 
include those of Laplace, Wald, Savage and Hurwicz. 
Since they represent simple algorithms, however, it is 
not implausible th:,t these theories might have de
scriptive value or actual use by farmers. The i:heorie:; 
of Simon and Shackle are purely descriptive and 
have no normative connotation. These theories are 
examined relative to decisions and choices specified 
by farmers to determine whether they are descriptive 
in the sense of typifying procedures which farmers 
do use. 

For this empirical analysis, data were collected dur
ing 1956-57 by way of a four-stage personal interview 
panel survey. The panel was composed of a popula
tion of 77 respondents, all of whom: ( 1) were farming 
in Marshall County, Iowa; ( 2) were b etween 30 and 
50 years of age in June 1957; (3) had owned and 
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operated at least 80 acres of farmland during the 
3 years prior to June 1957; (4) had fed an average 
of at least 25 feed~r cattle in each of the three feed
ing seasons prior to the survey; and ( 5) had cooperat
ed in all stages of the survey. 

These resh·ictions were used to ensure having a 
group of respondents familiar with the cattle-feeding 
enterprise, the empirical analysis being based upon 
the decision problem facing a farmer within the 
feeder-cattle enterprise at the pre-purchase plarming 
stage of a given season. This decision problem could 
be incorporated in the postulated normative model 
mentioned earlier. In the first stage of the empirical 
analysis , however, the comparison of farmer choices 
with the characteristics or elements of the model, 
examination of the farmers' responses revealed that 
only 12 out of the 77 could be said fairly certainly 
to consider the decision problem in the exact fashion 
postulated by the specified model. For another three 
farmers, the model was probably descriptively cor
rect. In its entirety, therefore, the model had exact 
or complete descriptive value for only a small pro
portion of the population. But a majority of the 
farmers did behave in partial agreement with the 
model. All considered some simplified subset of the 
alternatives available to them; 58 specified as a 
primary factor influencing their choice a factor com
patible with the theoretical specification of the model; 
24 of the respondents made allowances for outcome 
variations over two or more states of Nature. 

In the second stage of the empirical analysis, de
signed to assess the possible normative and descriptive 
roles of the several decision theories, the respondents 
were asked to solve two sets of decision problems 
under absolute uncertainty. The first of these sets 
consisted of four hypothetical problems. The farmers' 
solutions to these problems, together with reasons for 
their choices, indicated that probably only the Wald 
and Laplace theories had significant descriptive value. 
Only a minority of the farmers consistently used the 
same approach for solutions to each of the hypothet
ical decision problems. Evidently the decision ap
proach used and, consequently, the choice made de
pend to a large extent on the setting of the decision 
problem. In this regard, income was more important 
than the time influence in determining the decision 
approach to be used or suggested. Consistent use of 
a Wald type of approach tended to be associated 
with farmers having a low level of total capital in
vestment and a high equity ratio. On the average, 
respondents using the Wald approach were also the 
older and least educated members of the population. 
Those who always used the Laplace algorithm gener
ally had the most years of formal education, a relative
ly high net worth and a low equity ratio . In contrast 
to farmers using only a Wald or a Laplace approach 
were those who switched between these two pro
cedures as the setting of the decision problem varied. 
Generally, they were younger, employed more capital 
and had more dependents. They were numerically 
more important than either of the groups using only 
a Wald or a Laplace approach. 

The other set of problems analyzed in the second 



stage of the empirical analysis was practical. These 
problems related to a real-world, rather than a hypo
thetical, situation. Each respondent was asked for 
data relevant to his pre-purchase decision problem 
within the feeder-cattle enterprise . Given this data, 
the farmer was asked for his solutions to this problem 
when it was posed in three different contexts. Again, 
from comparison of the farmers solutions and the 
solutions for the theoretic approaches to these practi
cal problems, nothing could b e said of a general de
scriptive role of the theories per se. It was apparent 
that the theories played no descriptive role in terms 
of the normative model underlying the construction 
of these practical problems. In contrast, however, the 
theories appeared to have important normative im
plications for decisions on cattle feeding. Within the 
setting of the practical problems, the respondents 
would have b een able to increase their expected pro
fits by at least 21 percent, as an average, if they had 
used the Laplace, Wald or Savage procedures. 

Several limitations of the empirical analysis of 
fa rmers' decisions in relation to decision models and 
game theories presented here should be noted. First , 
profit maximization was assumed to be the dominant 
goal. Ideally, utiltty maximization would have b een a 
more relevant assumption, but its measurement also 
would have been impractical. Second, the empirical 
analysis assumed that the respondent's solution to a 
constructed decision problem corresponded exactly 
with the de cision and resultant action he would have 
taken if faced with the same problem in real life. 
This correspondence may not always be true. Third, 
the respondents were only asked to solve each decision 
problem once. Had they been asked to solve the 
problems at other points in time they may have 
given different answers. Fourth, the empirical analysis 
related, in sb·ict terms, only to a population of 77 
farmers. Moreover, much of th e study revolved around 
but one of the many production decision problems 
faced by these enb·epreneurs. 

APPENDIX A: 

CHARACTERISTICS OF THE POPULATION 

The mean and range of some selected atb·ibutes of 
the survey farmers are shown in the accompanying 
tables. Personal characteristics are summarized in 
table A-1, financial data in table A-2 and farm organ
ization characteristics in table A-3. 

TABLE A-2 . SELECTED F INANCI AL CHAHACTEHlSTI CS OF T H E 

A wide range is evident for a majority of the char
acteristics. With the exception of equity, which has 
a slightly negatively skewed distribution, all of the 
attributes listed in tables A-2 and A-3 have a fre
quency distribution that is strongly positively skewed. 
Typical is tl:.e distribution of operated acres. It is as 
follows: 

Acres operated Number of farmers 

POPULATION: MEAN AND RANGE. 

Item Un it 

Invested capital: 
Land and build ings . .. .. . . . . $ 1,000 
Machin ery $ 1,000 
Livestock . $1,000 
Other capital $1 ,000 

Total capital invesbnent $1,000 
Borrowed canital : 

Land, bull d.ings an d mac h ine ry . $1 ,000 
Livestock $1 ,000 
Other ( U nsecured cap ital) $ 1,000 

Total borrowed capital $1 ,000 
Equity ra tio p ercent 
Cross farm income $ 1,000 

M ean Ran ge 
Low High 

72.8 5.0 450.0 
11.l 1.0 50.0 
18.2 0.0 140.0 
3 1.5 0.3 805.0 

133 .6 20 .1 1,300.0 

9 .5 0.0 56.0 
3 .2 0.0 26.0 
2 .8 0.0 30.0 

15.5 0.0 102 .0, 
88.4 52.6 100.(} 
41.9 8 .0 442.0, 

80-99 
100-199 
200-299 
300-399 
400-499 
500-599 

3 
24 
21 
17 

TABLE A-3 . CHOP AND LIVESTOCK PH OGHAMS FOLLOWED BY 
THE POPULATION: MEAN A D HANGE. 

1,100 
1,820 

7 
3 
1 
1 

TABLE A-1. SELECTED PERSONAL CHAHACTEHISTICS OF THE 
POPULATION: MEAN AND HANGE. 

Item Un it Menn Range 
Low Hig~ 

Age year 42. 1 3 1 50 
Dependents· · · number 3.6 0 7 
Educat ion : School year 11.0 4 12 

College ye ar 0.6 0 5 
Total year 11.6 4 17 

O the r expe rience: Non.farm year 2.0 0 25 
Fam1 laborer year 4 .8 0 16 
T enant year 5.7 0 26 

Experience as owner-operator year 11.4 3 27 

i ~cm 

L anCI ope ra~ecl 
Owned 
H" n'ccl 

Land use: 
Gra in 
Soybeans 
Silage 
Hay 
Rotation pashue 
P cn11an ent pastu re 
Hom estead s, lots and waste 

To:al 
L ivestoc k: 

Pig litte rs 
F eed er caale purcha:e<l 

Ca:ves 
Ye arlin gs 
2-year-o:d s 

Beef (OWS 

Milking cows 

IOWA ST ATE TRA YEUNG LIBRARY 
DES MOINES, IOWA 

Unit Mean Range 
Low High 

acre 29 1.4 8 0 1,820 
acre 239.3 80 1,820 
acre 52. 1 0 335 

a cre 145.5 0 900 
acre 8.4 0 63 
acre 8 .7 0 200 
acre 43 .1 0 900 
ac re 24.9 0 5 00 
acre 24. 1 0 285 
acre 11.8 2 110 
acre 266.6 [O 1,820 

number 32.4 0 100 
number 137.4 9 1,200 
numbe r 67 .3 0 900 
number 63.6 0 817 
numb er 6 .5 0 140 
number 6.9 0 57 
number 2 .6 0 40 
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APPE DIX B: 3 1723 02094 9905 

DERIVATIO OF NORMATIVE PAYOFF 
MATRICES FOR THE PRACTICAL DECISIO PROBLEMS 

As pointed out in the text , rational analysis of the 
decision problem n ::ccessitates that the elements of 
the payoff matrix b e comparnble. Comparability was 
achieved by using as payoff elements the annual 
percent net return expected from each of the con
sidered feeder program alternatives under each pos
sible state of Nature. These percent returns were 
calculated for each farmer as follows: 

Denote by: 

aii the expected annual percent net return on 
investment in alternative Ai O if the state of Nature SJ 
should prevail. 

Pii : the farmer's expected selling price at the 
farm in cents per pound liveweight of fat cattle from 
Ai O if Si occurs. 

cii the estimated cost of production in cents 
per pound liveweight of fat cattle from Ai O if Si 
occurs. 

ei the farmer's proportionate equity in the 
capital invested in A; 0 if Ai c is selected. This figure 
could not be ascertained precisely. As an approxima
tion, the farmer's estimate of his year-to-year average 
equity ratio for his feeder-cattle enterprise was used. 

r : the maximum annual percent net return 
which the farmer felt certain of receiving from alterna-
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tive investment of his feeder-enterprise capital during 
the period of the year when it is free for investment 
elsewhere. 

s : the proportion of the farmer's equity in his 
feeder-enterprise capital that he normally invests 
elsewhere when it is not invested in feeder cattle. 

t; the fraction of the year during which the 
farmer's feeder-enterprise capital is free for invest
ment elsewhere. 

mi the length of feeder program Ai O in months. 
The payoff elements were then calculated for each 

farmer by the following formulas: 

Pii - Cii 12 100 
if mi ;;::: 12, aii 

C;J mi -c 

Pii - Cii + ciieirst; 100 
aii if mi < 12. 

Cij 1 

While reinvestment of the farmer's personal capital 
in the off-feeder season was common, only one fanner 
reinvested borrowed capital. The net return from 
this investment was included in the calculation of his 
payoff matrix. 


