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Abstract:
The substitution effect between horsepower (farm machinery) and labor is analyzed when wage rates,
tax rates, discount rates, depreciation methods, investment credits and inflation rates are varied. A
simulated wheat farm is developed and the effects of the above mentioned variables are analyzed on the
horsepower (machinery)/ labor ratio. When either the price of labor or horsepower (machinery) is
altered directly or indirectly, there is a change in the ratio of horsepower to labor. This thesis explores
the causes and extent of these changes. 
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