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The 1980s have exited with a flourish. As 1989 came to a close,
events on many fronts seemed to outpace our abilities to imagine what
might happen next. On the political scene, the momentum of demo-
cratic reform was remarkable, and changes came suddenly. Political
upheavals and reorganizations in Eastern Europe were dramatic exam-
ples of the global movement toward democracy and economic
liberalization.

The structure of the world economy was itself undergoing dynamic
change at the close of the 1980s. Economic reforms in China and in the
Soviet Union, the anticipated co-integration of the economies of the Eu-
ropean Community, and the continually emergent importance of the
Japanese economy were developments indicative of this dynamism.
These developments did not occur as suddenly as the recent examples
of political change in Eastern Europe. However, these developments
have been equally as momentous, and in some ways, their timing was
equally as unpredictable as that of their political counterparts.

The course of events which led up to such watershed moments in the
political and economic spheres did not necessarily signal that these de-
velopments were imminent. In some cases, dramatic changes occurred
with astonishing rapidity, taking everyone by surprise. Recent events in
Romania occurred in this manner. In mid-December 1989, few ex-
pected Romanian leadership to be vulnerable in the near future. By the
end of December, civil war had broken out, and the President of
Romania had been executed. Similarly, and perhaps even more aston-
ishing, the opening of the Fast German border and the razing of the
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Berlin Wall came almost without notice.

Other sweeping changes of the 1980s became apparent and took ef-
fect in a more gradual fashion. Japan’s success in the automotive indus-
try exemplifies a significant and relatively rapid, but not sudden, devel-
opment. Political reform in the Soviet Union also occurred at a rapid,
though not sudden, pace. If somewhat less abrupt in their arrival, these
events have been far reaching in their impact.

If momentous events such as those in Eastern Europe took the world
by surprise in some instances, once these events were underway it
seemed clear that “the times were right” for such events to transpire.
Swift developments, which only a short time ago had seemed beyond
the realm of possibility, suddenly seemed obvious and inescapable, al-
most a matter of course. Those who observed the dramatic events of the
1980s continually have remarked at the way in which these events, once
underway, have developed momentums of their own. In retrospect, the
events and conditions clearly had come together to present recognizable
moments of opportunity.

The Greeks might have referred to these moments of opportunity as
“kairotic moments.” The Greeks used the concept of the kairotic mo-
ment to capture and to characterize the nature of moments in time that
present unique possibilities. These moments, whether anticipated or
unannounced, offer temporal windows of opportunity in which new ho-
rizons suddenly appear attainable. They are moments in which deci-
sions must be made, as at a fork in the road. They are moments in
which the course of events is not predetermined, but rather, is suddenly
open for discussion and change. While the inertia of the past may lead
up to and set the stage for the kairotic moment, the force of that inertia
does not dominate the kairotic moment. Rather, the moment is one in
which it is suddenly possible to redirect that inertia or even to reverse
it. It is a moment that may be seized.

In Eastern Europe, true kairotic moments of opportunity presented
themselves, and people seized the possibilities of those moments. The
outcomes have been extraordinary and most likely irreversible. In at-
tempting to anticipate the direction of agricultural policy in the United
States as we begin the decade of the 1990s, the Greek concept of the
kairotic moment is appropriate. Agricultural policy in the United States
has been stubbornly stable for over fifty years. However, over the
course of the mid- to late-1980s, events began to point towards the pos-
sibility of significant changes in the governing of agriculture. A number
of forces, taken together, appeared to steer the environment surround-
ing policy determination toward a unique situation. In 1990 Congress
was scheduled to formulate, debate, and enact new agricultural legisla-
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tion to replace the 1985 Food Security Act.! As the 1980s drew to a
close, it began to appear that the 1990 Farm Bill would be fashioned
under conditions that might demand, or at least permit, significant
changes to be made in what had previously been a stable policy regime.
For a number of reasons, events began to come together in a way which
suggested that the 1990s might present unique opportunities for reform
in agricultural policy. In the language of the Greeks, a kairotic moment
was perhaps in the offing for agriculture.

This Article outlines the sources behind the rather sudden optimism
about the potential for significant change and reform in agricultural
policy in the early 1990s. The Article also will assess the most likely
paths that farm policy might follow in the near future. Looking toward
the future is inevitably an inexact science at best, particularly when
suggesting the possibility for change, change being by nature somewhat
less predictable than a continuation of the status quo. This Article lim-
its itself to developing a thematic impression of what might rationally
be expected. To provide a perspective from which to evaluate outcomes
potentially consistent with the current climate, this Article reviews the
historical record of farm policy in the United States. An interpretation
of this historical record will facilitate a discussion of policy outcomes
that might reasonably be expected given the existing conditions.

I. AGRICULTURAL PoLicy: PAST AND PRESENT

One can characterize early forms of governmental policy towards ag-
riculture in the United States as primarily focused on institutional de-
velopment. By the middle of the nineteenth century the federal govern-
ment had begun to supply public goods within the agricultural sector.
In 1862, Congress passed both the Morrill Land Grant College Act?
and the Homestead Act.> Somewhat later, the federal government also
became involved in establishing a public provision of agricultural re-
search.* These efforts soon were complemented by the development of a
publicly funded extension system. This system disseminated the ac-
cumulating knowledge and technologies to farmers at the local and in-
dividual level. From roughly the 1860s through the early decades of the
twentieth century, the federal government’s role with regard to agricul-

17 U.S.C. §§ 1308-1 through 1308-3 (1988).

2 Ch. 130, 12 Stat. 503 (codified as amended at 7 U.S.C. § 301 (1988)).

* Ch. 75, 12 Stat. 392 (repealed 1976).

* See, e.g., Hatch Act of 1887, ch. 314, 24 Stat. 440 (codified as amended at 7
U.S.C. §§ 361a-361i (1988)) (authorizing appropriations for state agricultural experi-
ment stations).
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ture primarily was limited to activities designed to improve economic
efficiency in the private sector. The benefits and costs of these programs
were widely dispersed.

This period also marked the introduction of regulatory policies
designed to alleviate some of the problems accompanying conditions of
imperfect competition in the markets for some agricultural commodi-
ties. Actions, such as the adoption of the Interstate Commerce Act of
1887° and the Sherman Antitrust Act of 1890, helped in this regard by
regulating the actions of railroads and those of grain elevators. The
Capper-Volstead Act of 19227 exempted agricultural cooperatives from
antitrust regulations. This allowed farmers to market cooperatively
their products and helped to offset the market power of merchandisers
and manufacturers in the primary product commodity markets. In
1916, Congress sponsored a cooperative farm credit system designed to
make funds more easily available to farmers.® |

Although government had become involved in agriculture in a num-
ber of important ways by the mid-1920s, it rarely intervened directly in
domestic agricultural commodity markets before the early 1930s. Dur-
ing the 1920s, low prices for farm products spurred a number of efforts
to pass legislation that would allow direct market intervention to raise
prices for agricultural commodities. Despite a growing level of political
organization and influence by those who represented farmers’ interests,
such attempts failed.

The long history of redistributive commodity policy did not begin
unti} after the onset of the Great Depression and during the emergence
of the protectionist environment of the 1930s. The severity of economic
conditions that agriculture faced during this period provided a kairotic
moment for farm organizations. Their efforts to encourage governmen-
tal intervention in agricultural markets finally met with success. Con-
gress adopted the Agricultural Adjustment Act of 1933° as part of the
Roosevelt Administration’s response to the extreme hardships and low
agricultural prices of the Depression. This was the first legislation to
introduce price-support and production control programs to agriculture.
After several modifications to the Act of 1933, some motivated by Su-
preme Court constitutional rulings, Congress adopted the Agricultural

5 Ch. 104, 24 Stat. 379 (1887).

¢ Ch. 647, 26 Stat. 209 (codified as amended at 15 U.S.C. §§ 1-7 (1988)).

7 Ch. 57, 42 Stat. 388 (codified at 7 U.S.C. §§ 219-292 (1988)).

& See Federal Farm Loan Act of 1916, ch. 245, 39 Stat. 360 (repealed 1971).
? Ch. 25, 48 Stat. 31 (codified as amended at 7 U.S.C. § 624 (1988)).
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Adjustment Act of 1938.1° This Act of 1938 remains the legal authority
for commodity price and production control aspects of agricultural pol-
icy in the United States.

At the time of its inception, commodity policy was marketed to the
public as a policy designed to stabilize and ensure farmers’ incomes
through a particularly difficult period. At the time, policymakers em-
phasized that the measures taken were not implemented to establish the
foundational superstructure for a permanent policy of income support
for agriculture. In 1934, Secretary of Agriculture Henry Wallace in-
sisted that the intervention in commodity markets which had been initi-
ated in the Agricultural Adjustment Act of 1933 was merely “a tempo-
rary method for dealing with an emergency.” Publicly stated intentions
to the contrary, the immediate establishment of an involved decentral-
ized institutional structure with which to administer new programs
seemed to belie the claim that Congress designed the policy to be tem-
porary. Once established, these structures provided a powerful momen-
tum and constituency that favored maintaining the adopted policies.

Whether intentional or not, the general form of the commodity poli-
cies implemented in the 1930s has proven difficult to dismantle and has
taken on the appearance of a permanent fixture. This has been due in
part to the momentum of the established institutional structure. The
powerful ideological commitment towards nurturing the continued exis-
tence of the family farm and of small rural communities as ways of life
- also contributes to this permanency. Agriculture is an industry that de-
clines in relative importance and in absolute population as moderniza-
tion and industrialization occur. The visible manifestations of this de-
cline, such as the steady fall in the number of farms, continue to trigger
support for existing types of commodity policies. This support occurs
because the evolution of the agricultural sector is viewed as threatening
the ideologically favored forms of rural social and economic environ-
ments. The traditional forms of commodity policy have been perceived
as ways to counteract these changes.

An ideological commitment to a traditional conception of agriculture,
combined with the specific forms taken by commodity policy, have con-
tributed to the emergence of strong interest group organizations within
agriculture. The emergence of these special interest group organizations
within agriculture also has contributed to the continuance of the famil-
iar forms of commodity programs. Agricultural interest groups have ac-
tively engaged in political rent-seeking behavior to maintain existing

% Ch. 30, 52 Stat. 31 (codified as amended at 7 U.S.C. §§ 1301-1359 (1988)).
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forms of intervention. In this context, rent-seeking refers to actions
taken by individuals or groups of individuals (in this case farm and
commodity organizations) that are intended to direct public policy to
serve their own interests. Rent-seekers accomplish their goals through
the broadly defined activity of “lobbying.” This rent-seeking behavior
results from the particular ways in which the government allocates pro-
gram benefits to farmers. Since the original farm legislation of the
1930s, Congress has designed commodity policy so that the amount of
program payments each producer receives in any given year is directly
related, through the program’s participation rules, to the quantity of
output that she produces. Programs that exhibit this relationship be-
tween output level and program benefits received are called “coupled
payments” schemes. Historically, the use of coupled payment schemes
in the United States has resulted in concentration of the commodity
programs benefits to increasingly narrow groups of recipients. This has
occurred as the recipients of program benefits become fewer in number.
These recipients also have become increasingly specialized in their pro-
duction activities, at least partially in response to the structure of the
programs.

These developments have encouraged the formation of commodity-
specific organizations designed to facilitate political activity that seeks
to maintain and improve the commodity producer’s welfare. For exam-
ple, wheat producers formed political lobbying organizations to apply
political pressure for policies that would enhance the incomes of wheat
producers. Likewise, other commodity producers formed their own or-
ganizations. These individual commodity organizations gradually re-
placed the more general, and previously predominant, farm advocacy
organizations as the primary vehicles for effective political expression.
The ideology behind farm policy has been one of the most effective
tools that these organizations possess. Arguably, the marketing of this
ideology by farm and commodity organizations is one of the most im-
portant factors in their continued importance.

Another result of coupled commodity programs is that economic in-
centives for resource allocation in production, and generally in the con-
sumption of the output produced, are distorted relative to what they
would be in the absence of these programs. Economists have long
pointed out that such distortions create economic inefficiencies and
therefore are not generally pareto optimal.

Not only do the resulting distortions create inefficiencies in produc-
tion by altering production incentives, they also encourage resource ex-
penditures in attempts to influence policy. This type of expenditure is a
further waste of resources when evaluated from a societal point of view.
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Another difficulty is necessarily associated with programs characterized
by coupled payments. Because payments are linked to the amount of
output produced, outside and uncontrollable economic forces affecting
the levels of production or of consumption can have important impacts
on a commodity program’s effectiveness and budgetary costs.

Since the adoption of the original commodity policies of the 1930s,
the evolution of agriculture and its economic environment occasionally
have emphasized the existing policy regime. In particular, times of ag-
ricultural commodity surpluses have made the existing commodity poli-
cies expensive to maintain. Historically, agriculture has moved toward
times of surplus when governed by coupled policies due to the combina-
tion of two stylized facts of agriculture. Agriculture consistently has
maintained a higher productivity growth rate than the remainder of the
economy and has faced a relatively inelastic demand for its output.

Together, these two factors have relentlessly pushed U.S. agriculture
toward surplus production under conditions imposed by the current
policy regime. For this reason, these programs tend to become costly
and increasingly distortionary if not continually adjusted to market con-
ditions. Policy changes that would lower the costs of commodity policy
and lessen its distortionary impact generally threaten the welfare of the
members of the commodity-specific interest groups who benefit from
existing programs. The political influence of these groups, gradually
built up and strengthened over time, has made changing existing poli-
cies extremely difficult.

On occasions when policymakers have considered change, they have
discovered that the political economy of agriculture has become tied to
ldeologies and to the influence of interest groups so powerfully en-
trenched as to be able to successfully resist significant change. This has
remained true even through the most urgent of fiscal and financial cri-
ses. Thus, although a series of farm bills and amending legislation have
followed the two Agricultural Adjustment Acts of the 1930s, and al-
though on each occasion the debate was spirited and the process far
from bormg, the resulting commodity p011c1es have been essentially
static in their basic form.

Agriculture in the United States in the 1990s, having been governed
by the same basic agricultural policy framework for over fifty years,
has become well acquainted with the existing policy regime. The re-
markable stability of agricultural commodity policy since the 1930s has
allowed vested interests to become increasingly powerful. This has
made efforts to reform agriculture even more difficult. The primary
policy instruments that characterize present U.S. domestic farm com-
modity policy continue to be based on price supports, target prices, de-
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ficiency payments, and acreage reduction schemes. These program in-
struments are supported, as necessary, through the use of import
restrictions and export subsidies.

Policies oriented toward providing public goods, such as the Land
Grant Universities and publicly sponsored agricultural research, exten-
sion services, and regulatory agencies, also have continued and prolifer-
ated. In contrast to the coupled commodity programs, public sponsor-
ship of these activities is generally economically efficient. Rather than
creating distortions in the allocation of resources, these policies are
designed to help society overcome the distortions that would arise in the
absence of collective action. These policies are potentially pareto im-
proving and welfare enhancing from a societal perspective. These are
policies that make society more economically productive. They are poli-
cies that do not create incentives to expend valuable resources un-
productively in competition for program benefits.

II. PRESSURE FOR REFORM

History reveals the many difficulties encountered in attempting to
alter existing agricultural policy. Extraordinary circumstances are ap-
parently necessary to make significant reform possible. After all, the
last successful effort to alter significantly the framework of commodity
policy was passed under the stressful conditions of the Great Depres-
sion. Nevertheless, the circumstances that characterize the current state
of agriculture have generated speculation that significant efforts to re-
form agricultural policy are likely to achieve some degree of success.
This speculation has been fueled by developments of several forces
combining to encourage a push for reform in the decade of the 1990s.

The most visible and obvious of these developments are the recent
high levels of the commodity program’s budgetary costs. These budget-
ary costs of agricultural policy rose to unacceptably high levels during
the 1980s. In 1986 and 1987, the budgetary costs of agricultural com-
modity programs in the United States reached well over twenty billion
dollars annually (see Figure 1).
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FIGURE 1. Annual Commodity Credit Corporation Expenditures *
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These costs dropped back to somewhat more manageable, although
still high, levels in 1988 and 1989, largely as a result of the very dry
weather experienced in the midwest during the 1988 crop year. The
1988 drought resulted in an abnormally small harvest, a rapid deple-
tion of existing stocks, and consequent high market prices. Combined
with the 1985 Farm Bill’s increased flexibility in allowing loans to re-
spond to market conditions, the poor crop year of 1988 allowed reduced
levels of expenditures in both 1988 and 1989. Given current policies,
however, changes in market conditions remained capable of rapidly es-
calating program costs. In a time of great political concern over the
national budget deficit, these high levels of program expenditures have
generated significant pressure for reform.

Several developments outside the United States also have contributed
to an atmosphere more conducive to policy reform. Agriculture within
the United States experienced a boom in the 1970s. This favorable pe-
riod was related largely to the expansion of agricultural exports. A
high growth rate in world demand for agricultural products made this
possible. However, world demand for agricultural products stagnated in
the early 1980s. Further, the dollar strengthened, competition from
other exporters became more intense, and U.S. agriculture began to
lose its previous marketshares (see Figure 2).
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»
FIGURE 2. World Trade in Wheat, Coorse Grains, and Soybeans
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These developments in the export market were directly related to the
commodity policies of the major exporting countries. The combination
of high levels of output and world prices, which were significantly be-
low what domestic producers in effect received for their products, en-
sured high levels of budgetary expenditures in the United States, the
European Economic Community (EEC), and Japan. This combination
also required that each employ commercial trade policies to protect
their own domestic farm programs. Both the United States and the
EEC subsidized agricultural exports and limited the access of imports
to their markets while maintaining coupled transfers to farmers and
keeping output high. Additionally, Japan has maintained particularly
high levels of effective protection for its producers. Japan has severely
limited imports of many agricultural commodities. These policies inevi-
tably led to increasing tension levels over trade barriers and subsidies as
each depended upon the expansion of their exports as a vital compo-
nent in the maintenance of their agricultural industries’ welfare.

These developments in the international arena have taken on great
importance because of the Uruguay Round of the General Agreement
on Tariffs and Trade (GATT) negotiations which began in 1987. The
United States and the EEC entered the GATT negotiations facing ex-
tremely high farm program budgets. The EEC, concerned with its own
agricultural programs’ budgetary problems, adopted production con-
trols for milk for the first time in 1984 and for its other major program
commodities in 1987. Consequently, both the United States and the
EEC were particularly concerned with reform from the outset of the
negotiations. Although, both entered the GATT negotiations burdened
by legacies of farm policy that appeared difficult, if not impossible, to
change on a unilateral basis.
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The difficulty of achieving unilateral policy reform has been due
largely to some of the reasons noted above. However, it has been exac-
erbated by the fierceness of competition for export markets and the fear
that unilateral agricultural policy reform would allow competitors to
gain unfair advantage on international markets while continuing to re-
strict access to their own markets. This has led to a sort of “prisoner’s
dilemma” in which many countries feel trapped in their existing policy
regimes. Each country fears that unilaterally reducing its own export
subsidies or limiting its own internal level of support to farmers will
result in the loss of marketshare. The action of one country on its own
will rarely induce a significant rise in world prices. Consequently, each
country finds that the potential rewards from liberalizing their agricul-
tural policy do not warrant a unilateral move towards reform.

However, simultaneous reform by several important countries, if
achieved, might provide an escape from this prisoner’s dilemma. This
line of reasoning characterized the mind set of participants at the outset
of the GATT negotiations. In June 1987, Clayton Yeutter (then U.S.
Trade Representative and currently the U.S. Secretary of Agriculture)
remarked that: “We are clearly not going to reduce our level of govern-
ment involvement [in agriculture] unless other people move with us.
We are going to go down this road together, and we are going to go
down it arm in arm, and we are not going to walk ten steps ahead of
the Europeans or the Japanese or anybody else.”!

With these factors in mind, the United States and the EEC, as well
as the members of the Cairnes Group, entered the GATT negotiations
with unexpectedly positive attitudes toward reaching a cooperative ac-
cord on agricultural trade issues. The accord would include the provi-
sion that internal commodity policies designed to protect farmers be
lowered multilaterally. Thus, for the first time, participants arrived at
the GATT negotiations with a publicly stated willingness to put the
components of their own domestic agricultural policies on the negotiat-
ing table. From the outset of negotiations in Punta del Este in 1987,
participants admitted the inclusion of internal policies. This provision
recognizes that at the core of most distortionary trade policies are do-
mestic governmental interventions. The major players’ commitment to
reach an agreement in the GATT negotiations is a strong reason for
optimism about achieving reform of agricultural commodity policy in
the early 1900s. If the GATT participants reach an agreement that
calls for multilateral reform, they can carry this agreement to each of

11 P, Rapp, How THE U.S. GOT INTO AGRICULTURE AND WHY IT CaAN’T GET
Out 171 (1988).
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their respective legislative bodies as a binding commitment. This might
provide a mechanism to raise enough support to overcome the objec-
tions of the powerful and entrenched interest groups that will continue
to oppose significant reform.

In the United States, Congress already has committed itself to either
accepting or rejecting the entire GATT agreement without revision.
Therefore, the political battle over accepting the GATT agreement will
involve a great number of issues. This almost certainly will mean that
battle lines will be drawn differently than they would be if the fight
dealt only with agricultural issues. For the first time, the coalitions that
form to pass or defeat a piece of legislation with a potentially major
impact on agricultural commodity policy will be quite different than
those that have ordinarily determined the content of Farm Bills. The
coalition of interest groups that will determine this issue’s outcome will
not be dominated by the same interests that have prevailed in past de-
bates over farm legislation. This could lead to passage of a GATT
agreement that mandates significant reform of domestic agricultural
policy. Thus, for several reasons, the GATT negotiations may signifi-
cantly affect domestic farm legislation.

A final factor justifying optimism about the possibility for reform is a
growing belief that the 1990s will be a decade in which the world de-
mand for agricultural products will again expand at a rapid pace. This
development would particularly benefit agriculture if the GATT par-
ticipants can reach an agreement that would free world markets to ac-
commodate such a development. Such a turn of events would signifi-
cantly reduce the adjustment costs which agricultural sectors in the
industrial countries would feel as they adjust their commodity
programs.

Despite the fact that the near budgetary crises of 1986 and 1987
have eased somewhat in the United States and in Europe, both con-
tinue to issue statements indicating their continued commitment to
reaching accord in the GATT negotiations. This is promising as many
observers feared that support for the negotiations might erode as pres-
sure from budgetary concerns lessened. However, as their public state-
ments illustrate, this has not yet happened.

Current proposals before the GATT call for gradual phase outs of
domestic agricultural programs that couple transfer payments to pro-
ducers with output levels. Other current proposals seek to eliminate
export subsidies and to convert all import restrictions to bound tariffs.
By improving access to import markets and by fostering freer competi-
tion in export markets, these measures are intended to orient domestic
production more effectively to market forces. Current proposals also
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‘call for improved and standardized sanitary and phytosanitary mea-
sures specifically aimed at protecting animal, plant, and human health.
If adopted, these measures would bring agriculture into line with the
regulations that GATT imposes upon other industries. They also
would allow each government to take the agreement to their respective
legislative bodies in the fast track manner suggested above.

Congress will probably pass the 1990 Farm Bill before the current
GATT negotiations conclude. If this happens, existing farm policy will
undergo few substantive changes. A slightly modified version of the
1985 Farm Bill will pass without much struggle. The agricultural
policymakers then will focus their attention on the outcome of the
GATT Round. They will have to present the mandates of the final
GATT agreement before Congress. Congress then must draft special
legislation to generate a domestic agreement that brings domestic policy
into compliance with the GATT agreement.

The pieces are in place to permit this series of events to take place.
Policymakers appear to be in a historically unique position that offers
the potential for significant and momentous courses of action. Agricul-
tural policy is suddenly experiencing a kairotic moment of its own as
we head into the 1990s. However, significant action may not be taken.
Whether policymakers at the GATT Round and in the legislative bod-
ies of the participating countries will seize the moment of opportunity
before them is far from decided.

In any event, developments in commodity policy will be largely de-
termined in Geneva, through GATT, and not in Washington. The
protestations of the commodity. organizations notwithstanding, signifi-
cant reform directed at increased market orientation for agriculture will
benefit U.S. agricultural producers. U.S. agriculture will fare well in a
more competitive environment in which technological innovation, value
added, and product quality become increasingly important. Further,
optimistic forecasts regarding the global economic outlook signal the
possibility of expanded world demand for agricultural products, a de-
mand likely enhanced and more readily accessed in a freer trade envi-
ronment. Thus, in all likelihood, significant reform of U.S. agricultural
commodity policies will benefit not only consumers and taxpayers, but
also U.S. agriculture as a sector.

1II. EMERGING AGRICULTURAL POLICY AGENDAS

While the potential for change in commodity policy attracts much
attention, a number of other increasingly important issues also will
confront agricultural policymakers in the 1990s. Almost certainly,
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policymakers will address these issues regardless of the fate of commod-
ity programs. In some cases, new issues have arisen as a result of tech-
nological progress and the continuing development of domestic and
global economies. In other cases, new policy issues have arrived on the
agenda as a result of new understandings of the way in which policy
does, and might do, its work.

An area certain to require increased attention in the 1990s is the
rapid development of new biotechnologies. Advances are occurring rap-
idly in the animal sciences. The bovine growth hormone, which dra-
matically increases the milk production of dairy cows, is only one of
many important examples. The plant sciences also continue to make
headway in this area. These developments will push out the supply
curves for agricultural commodities and will reinforce the long-standing
trend toward fewer and larger farms. The continued development of
these technologies will necessitate and will depend upon increased gov-
ernment involvement in providing appropriate regulation, establishing
guidelines to determine property rights, monitoring the transfer of tech-
nologies, and providing public support for necessary research activities.

The development of new technologies in agriculture is closely related
to the increasing political importance of concerns over environmental
and health issues. Advocacy groups representing these concerns should
enjoy increasing influence in the policy forum. These groups have be-
come better organized and have benefitted from “learning by doing”
during the 1985 Farm Bill debate. Several specific issues that are ex-
pected to arise in this context include the problems of groundwater con-
tamination, coastal water pollution, soil erosion, and persistent chemi-
cal residues in the soil and in agricultural preducts.

Each of these specific environmental problems is linked indirectly to
the nature of the coupled commodity programs. For example, commod-
ity program benefits determine producers’ production incentives and
thus encourage excessive use of many inputs. In reacting to the incen-
tives implicit in existing commodity programs, producers often behave
in ways that exacerbate environmental problems. This type of interac-
tion also occurs between commodity programs and other programs that
fund and regulate technological advances. It will become increasingly
important to understand these types of linkages between the effects of
otherwise separate programs to evaluate the true costs and benefits of
specific programs and to construct optimal policy mixes.

Another issue likely to receive increasing attention is the enormous
impact that macroeconomic variables and events have upon the agricul-
tural industry. The 1990s will see an increasing emphasis on designing
ways to protect agriculture from the damaging effects of short-term

HeinOnline -- 23 U.C. Davis L. Rev. 428 1989-1990



1990] Looking Ahead 429

fluctuations in the macroeconomy. Policymakers will deal with this is-
sue in part by reforming government sponsored enterprises in agricul-
tural-oriented credit markets. The linkages between agriculture and the
macroeconomy are closely related to the importance of the international
marketplace and the consequent impact of exchange rates, international
capital markets, and the trade environment on the agricultural sector.
These linkages currently receive much attention and almost certainly
will find increased representation in formulating future agricultural
programs.

Finally, increased attention likely will focus on targeting the impacts
of income assistance efforts to agriculture in more careful and useful
ways. Income assistance transfers to primarily large and relatively high
income recipients in past programs will be a target of program refine-
ment in future farm legislation.

Having outlined a number of ways in which agricultural policy
might evolve and change in the 1990s, it is appropriate to conclude
these observations by acknowledging that government regulation will
continue to be pervasive in agriculture regardless of how particular
rounds of legislation unfold. The major uncertainties lie in the degree
of protection that the government will continue to afford producers
through commodity market intervention and in the degree of legislative
response generated by emerging issues.
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