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My Week

Symbolism, Important But
Insufficient

I was tremendously impressed
with the goodwill of the American
people reflected in the Hands Across
America on Sunday, May 25. Nearly 5
million Americans including the Pres-
ident and Mrs. Reagan literally joined
hands to say to each other and to the
rest of us that they have goodwill to-
ward the hungry and the homeless.

The event reminded me of the
weeks in the 1970's when it was fash-
jonable to kneel at other symbols in
the name of the hungry. Congress
passed resolutions that said, “People
have an inalienable right to food.”

And some speech writer was bra-
zen enough to write piously that
there should be no hungry children
in the world by 1985. And more than
that. Our Secretary of State was will-
ing to give the speech (on behalf of
all of us Americans) at an internation-
al meeting,

Hollow symbols without calories.
All of them. For the follow up was
unequal to the tasks at hand.

Opium for our leaders! Setting up
these symbols probably made our
leaders feel good, but surely they re-
alized the insincerity of the gestures.

But in a larger sense, these exam-
ples were exercises in self-deception
by each of us. Many—most—of us felt
a tinge of goodness as we read and
heard the symbols of inalienable
right to food and the promise no
hungry children. But, at the same
time we didn't plan to accept the cost
or the effort needed to fulfill the
promise of the symbols.

Do not misinterpret. Symbolism is
important. Each of us and all of us
collectively need symbols. Symbols
communicate and inspire.

But symbols will fill empty stom-
achs and provide shelter only if they
lead us to understand the complex
interactions of our economies and
behavior of people—hungry and sat-
isfied—and then to act on this under-
standing.

The reality is that to relieve
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eliminate—hunger and homeless-
ness is not cheap while at the same
time it cannot be bought.

Those of us who are conservative
politically must come to realize that
joining hands and appealing for more
volunteers is important, but not suffi-
cient if hunger and homelessness are
to be diminished.

And those of us who are liberal
politically must come to realize that
just spending more public money is
not sufficient. Relieving hunger in
lower income countries requires
much more than US. taxpayers buy-
ing U.S. farm products and shipping
them to some faraway point—
although in some cases that helps and
is important. In the United States we
may not know what is required to
eliminate hunger, but we know that it
is more than food stamps.

The tasks are tough, hard, and grit-
ty. They involve changing the distri-
bution of incomes in the world. With
few exceptions the hungry and the
homeless will have food and homes
only to the extent that their incomes
are improved.

Rich people are not hungry—al-
though they may be malnourished—
and they are not homeless. Thus, in
the final analysis it is the creation of
jobs—income flows to people—that
will relieve hunger and homeless-
ness.

The tasks relate to education, un-
employment, taxes, budgets and their
allocations in this country. They also
relate to trade, policies, and institu-
tions in other countries.

So we need symbols this week and
every week. We need ceremonies
such as Hands Across America—not
as opium for ourselves or our leaders
to distract us from the true tasks at
hand. We need symbols to inspire
each of us to search for and support
ways to accomplish what so many
Americans will—the fostering of
communities, a nation, a world in
which people can earn incomes so
that they are not hungry and not
homeless.

... Two other notions keep coming
to my mind this week as I go about
completing this third issue of
CHOICES:

Thanks

First, more and more people are
contributing to the development of
CHOICES, its preparation and its cir-
culation. Their contributions attest to
the strength of the people of the Asso-
ciation and bodes well for the future
of CHOICES. To each, we say thanks.

Argument, Yes

Second, we welcome Lauren Soth’s
appeal in this issue for argument on
the pages of CHOICES. We invite our
readers to join in the arguments. Re-
member, when everyone thinks
alike, no one thinks very much. So,
read CHOICES to learn about issues
important to you. But, in addition,
send us letters so we and other read-
ers know what you think, too.

LPS

Reader Response

S T

From: J. L. Ozbun, Dean, College
of Agriculture and Home
Economics, Washington State
University

Re: Schub’s ‘Revitalizing Land
Grant Universities”

The article by Dr. G. Edward Schuh
“Revitalizing Land Grant Universi-
ties—It's Time to Regain Relevance”
in the second issue of CHOICES is
right on target. I have regularly urged
our land-grant universities to empha-
size their uniqueness and mission. To
a very considerable extent, these in-
stitutions have become more and
more specialized and isolated from
society as they have matured and
grown in size.

Continued on page 39
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From: J. I. Ozbun
Continued from page 5

Colleges of agriculture have be-
come specialized too, and this can
restrict internal and external commu-
nications and interaction. In part, in-
creased size necessitated dividing
into disciplinary units or depart-
ments. Another major cause is that
today’s faculty generally are educated
in agriculture and usually in the same
discipline in which they work. In con-
trast, earlier agricultural faculty were
educated in botany, chemistry, or
mathematics. Over time, as knowl-
edge has grown, faculty have become
more specialized. This is also encour-
aged because specialization enables
faculty to compete more effectively
for grant funds awarded by peers
with similar specialization. It follows
that undergraduate and graduate pro-
grams are specialized. Too frequently
students do not understand where
their specialty fits in the agricultural
system let alone in the total environ-
ment in which they will live and
work. a

Equity is a fundamental principal
associated with the land-grant univer-
sity which Dr. Schuh did not discuss.
In this sense, equity refers to equal
access to information and technol-
ogy. The concept of equal access is a
major reason for the success of U.S.
agriculture and is sound justification
for federal funding and other public
resources support. Such support is
intended to provide a quality educa-
tion for undergraduate and graduate
students; to foster a technology base
that will enable agriculture to com-
pete regionally, nationally, and inter-
nationally; and make information
equally available to all citizens.

The changing economics of educa-
tion indeed requires an innovative
approach. Dr. Schuh points out the
need for flexible hours and night and
weekend classes. Many land-grant
universities are geographically isolat-
ed and this results in a need for off-
campus courses and requires more
effective use of new communications
technology. We can and should offer
our educational programs to citizens
in their homes and at locations far
removed from our resident campus.

Dr. Schuh's article has a heavy eco-
nomics orientation. Greater empha-
sis on culture and human develop-
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ment would add balance. This would
be particularly useful in his com-
ments

From: Daniel W. Bromley,
Department of Agricultural
Economics, University of
Wisconsin-Madison

Re: Ed Schub’s “Revitalizing
Land Grant Universities”

Ed Schuh offers a characteristically
provocative assertion that the land
grant universities have lost their way.
We are said to be too disciplinary ori-
ented, and thus insufficiently interest-
ed in problems.

I suggest that this view is mistaken
in several important ways, most seri-
ously in that it overlooks the primary
mission of any educational system,
which is to produce new knowledge

-that is not being produced elsewhere

in society. To be trite about it, the
solutions for tomorrow’s problems
come from today’s academic “doo-
dlers.” Our society is now replete
with organizations whose sole pur-
pose is to solve problems—the Agri-
cultural Research Service, the United
Nations Development Program, the
Agency for International Develop-
ment, a Department of Agriculture in
every state, the Small Business Ad-
ministration, the Economic Research
Service, “think tanks” galore, the
Rockefeller and Ford Foundations,
and the World Bank. There is now
enormous capacity in the private sec-
tor (and elsewhere in the public sec-
tor) for problem solving—both for
agricultural producers, as well as for
other sectors of the economy:.
Indeed, some have suggested that
the land grant universities have spent
far too much of their time and re-
sources serving the special economic
interests of several sectors, and then
only a narrow spectrum of individu-
als within those sectors. This is not
the place to debate that charge. The
more pertinent debate, 1 suggest,
would concern the implications of a
greater “problem solving” focus in
our land grant universities, versus
making sure that we continue to cre-
ate new knowledge, and to teach that
knowledge to the next generation of
decisionmakers. With a college edu-

cation at the “better” private universi-
ties soon to cost as much as an im-
modest home, the social value of the
land grant universities has never
been clearer. Most students can grad-
uate from a land grant university hav-
ing spent less than the price of a de-
cent automobile for an education
that, with a few exceptions, is as good
as that available at four times the
price in the private sector. Lost our
way indeed!

Finally, having challenged Ed’s as-
sertion, I most vigorously question
one of his “remedies.” To suggest that
the appropriate solution is to give ad-
ministrators more power is almost
laughable, except that it reinforces an
ethic that has dominated most col-
leges of agriculture since their incep-
tion. It is serious business to suggest
that scholars ought to be “assigned
to” projects and “missions” that hap-
pen to move some administrator. 1
believe it suggests a fundamental mis-
understanding about the role of the
university, and the vital role of inde-
pendent scholarship therein. This is
not to suggest that academics are bet-
ter than other scientists employed by
the Economic Research Service, pri-
vate consulting firms, or a division of
the World Bank; it simply recognizes
the fundamental difference in the so-
cial role of these different organiza-
tions. Moreover, academic freedom
has nothing to do with this issue.
What is at stake is the idea that a mod-
ern society can afford to pay a very
minor fraction of its citizens to think
independent thoughts, to follow
those thoughts to their logical (or il-
logical) conclusion, and to teach its
children.

Those of us in the land grant uni-
versities do not expect the Economic
Research Service, or the private con-
sulting firms, or the World Bank, to
engage in undergraduate or graduate
education. But attempts to turn uni-
versities into publicly supported con-
sulting firms so that they can better
serve the economic interest of who-
ever happened to talk to the Dean last
night—and to keep flailing at us be-
cause we are not ‘relevant”
enough—should be taken quite seri-
ously by those who understand the
role of serendipity in the evolution of
human knowledge.
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Administrators  in  universities
ought to serve to make the important
job of scholarship more rewarding,
and less bureaucratized. The good
ones, at the good universities, know
this and behave accordingly. God
help our universities if presidents,
deans, and department heads take
Ed’s “solution” seriously. God help
us if we let them get away with ir.

From: Karl Kottman
Re: Ed Schub’s ‘Revitalizing
Land Grant Universities”

In most states, the granting of de-
grees in agriculture is restricted by
law to the Land Grant institution. Agri-
culture is no science without a special
social purpose that the institution
represents. That purpose is equity un-
der the law.

I write to clarify some ambiguities
in Dr. Schuh'’s article that may focus
the discussions that it is sure to en-
gender and so make them produce
action on his recommendations that
will be fruitful.

The Land Grant system put nature
in the service of the Constitution. As a
result, the federal system was success-
fully re-knit and enlarged after the
Civil War. It is recognized as a tri-
umph of social development strategy.
It is so because the federal govern-
ment gave the states means by which
their citizens were able to provide for
themselves directly from nature
through the wide diffusion of mod-
ern agricultural technology. The free-
dom of popular access to nature
shows the moral value of the Consti-
tution by connecting the immediate
and universal demand for nourish-
ment and the freedom of the states
under the federal system. Agriculture
in the service of the people made
society better than before.

Agriculture has changed dramati-
cally since 1862. Then it was largely
self-contained. Now inputs come
from the outside. The independence
of domestic life on the farm is still
apparent, but tomorrow agricultural
resources may be split up. Pieces of it
may be taken by land owners, techni-
cians, food merchandisers, chemical
companies succeeding in genetic re-
search, and the communications in-
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dustry. The farmer may become a
wage laborer. Science which is funda-
mental to all this may make agricul-
ture more productive. It is the consis-
tency of interests in a society that
makes it better for its members. This
is what the Land Grant Universities
brought the states and their people.
In a sense, the Morrill Act set the mor-
al framework for the Unionist posi-
tion.

Most of the technical services pro-
vided by the Land Grant University
can be found outside of it. Why
should the science of agriculture still
receive such public patronage? The
benefit to the states it provides is eq-
uity under the Constitution. So the
responsibility to grant degrees in ag-
riculture should be in public hands in
each state. Equity would be preju-
diced if the University were bereft of
means or controlled by national or
commercial interests.

Dr. Schuh says that the University
must respond quickly or other insti-
tutions will take its place in public
service. The University must be re-
formed along the lines Dr. Schuh
proposes, 1 believe, but I disagree
with his belief that there is an alterna-
tive. His loyalty to the University
seems more habitual than rational.
The University must be reformed be-
cause it cannot be replaced without
damage to the federal system and the
equity of our society.

There is no idea of society so attrac-
tive as one with an agricultural econ-
omy directly accessible to its people.
Only a foolish or malevolent govern-
ment would reserve the science of
agriculture to itself if the public good

were not the purpose. The purpose
of the University is no longer obvious
as Dr. Schuh says. But the purpose is
not service to society in the same way
as other institutions, perhaps more
aggressive, might provide it. The
unique purpose and service of the
Land Grant University, equity under
the law, is not clear even to Dr.
Schuh. So how can it be reformed?

I believe the new structures Dr.
Schuh calls for should be instituted
first in the Land Grant University it-
self. It should be the business of the
science of agriculture to clarify its
own purpose. The importance of eg-
uity in the history of agriculture is,

alas, almost never studied. The histo-
ry of world agriculture from the
standpoint of what it adds to human
identity is the subject of no book. An-
thropology, history, philosophy, po-
litical and social analysis, are all part
of the science of agriculture or it is no
science as understood in the charters
of the Land Grant Universities. The
administrators’ responsibility to the
people and their political freedom
under the Constitution outweighs, in-
deed makes legitimate, any claim to
academic freedom.

The new structure should integrate
these disciplines into the agricultural
program insofar as they can support
the purpose of the institution. Insofar
as they cannot support it, they should
be left for other schools. The free
exchange of ideas is not impaired in
this. Scholarship does not deal in ab-
solutes. It does require making sense
of things.

|

From: G. Edward Schuhb Director
of Agriculture and Rural
Development, The World Bank

Re: The Author Replies

I welcome these comments on
“Revitalizing the Land Grant Universi-
ties.” There is little in the comments
by Kottman and Ozbun that 1 dis-
agree with, although 1 might amplify
on a couple of points.

Both respondents note that 1 did
not give enough attention to the prin-
ciple of equity associated with the
Land Grant universities. In a sense
that is true, since I didn’t discuss this
issue explicitly. But the issue is im-
plicit in the entire paper, starting with
my remarks at the beginning when I
note that the Land Grants were creat-
ed in response to the elitism of east-
ern private universities, through my
persistent pleas that we rediscover
and implement our original mission
orientation.

In my early drafting of the paper 1
considered a section on the equity
issue. Rightly or wrongly, I discarded
the idea on the grounds that this had
to do with the substance of the mis-
sion, and to address the substance of
the mission would be to open a large
set of issues—a larger set than could
be covered in one paper.
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I agree fully that the principle of
equity is an important aspect of the
Land Grant universities. However, I
think they have contributed most to
this value or goal through the resi-
dent instruction programs. Neither
the research or extension programs
| have contributed to alleviating pover-
ty on anywhere near the scale they
might have. Moreover, as we become
increasingly elitist, we tend to lose it
| on the teaching side as well. In our

efforts to change schools of agricul-
ture to be more like the rest of the
university, we raise admittance stan-
dards—again on the grounds that be-
ing more like the rest of the universi-
ty is a good thing,
On another issue, I am surprised
| with Mr. Kottman's statement that I
believe there is an alternative to re-
form of the universities. If I believed
that I would not have gone to such
lengths in arguing that we reform
ourselves by returning to our roots.

1 would like to elaborate on the
point Mr. Ozbun makes about offer-
ing our educational programs off
campus. I couldn’t agree more. More-
over, in my judgment extension
ought to be offering many of the
courses now offered to resident stu-
dents to adults and young people out
in the state and through television.
We have lagged badly in exploiting
this possibility.

Dan Bromley's comments are dis-
appointing, in large part because I
would have expected so much better
from him. Frankly, I don’t think he
read my paper very carefully. Conse-
quently, he finds himself tilting at
windmills and flailing about. For ex-
ample, at no place in the paper do I
say that the Land Grants should not
“produce (the) new knowledge that
is not being produced elsewhere in
society.” To the contrary, I said that
our challenge is to do both that and
apply that knowledge to the solution
of society's problem. Moreover, 1 said
that doing both would make us more
productive in working on the frontier
of knowledge.

He also doesn't seem to recognize
that I referred to all those other insti-
[ tutions he mentions as doing teach-
ing and research. The point, howev-
er, is that those other institutions do
not transmit and reflect the same val-
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ues that come from a major universi-
ty. We need those values.

Bromley's raising of the issue of
“serving the special economic inter-
ests of several sectors” is frankly a red
herring. Nothing in my paper implies
that the Land Grants should do that,
and it is difficult to understand why
this innuendo was introduced, or
who the “some” he refers to really
are. Using innuendo is poor scholar-
ship of the worst sort. It does not
contribute to constructive debate.

On another point, if we are turning
out such a good educational product,
why are so many colleges of agricul-
ture and the larger universities of
which they are a part experiencing
such declines in enrollment? Clearly
the poor economic conditions in ag-
riculture contribute to the problem
of the schools of agriculture. But what
about the rest of the university? More-
over, we shouldn't delude ourselves
with a lot of self-serving rhetoric with-
out at least looking for the facts.

Bromley's allegations that I would
turn universities into publicly sup-
ported consulting firms again reflects
a failure to carefully read what I said.
My objective is to do just the reverse.
For example, I argue that extension
services should move away from do-
ing so much technical assistance and
do more general education as part of
their programs. In fact one of my ma-
jor concerns is that our Land Grant
universities have become just what
Bromley says I want them to become.
All too frequently university profes-
sors are out peddling on consulting
contracts the knowledge that has
been produced with public funds.
This is fundamentally an ethical ques-
tion. It is also precisely such things as
this that are getting us into trouble.

On stll another point, there is
nothing in providing administrators
with more discretionary funds, or in
giving increased weight to contribu-
tions to institutional missions, that
will make a dictator out of the admin-
istrator. It is also difficult to see how
giving accountable administrators
more control over their programs is a
greater tyranny than the anonymous
peer reviewer who hides behind his
anonymity.

Unfortunately, Mr. Bromley’s views
are very representative of the views

that in my judgment have caused us |
to lose our way. His perspective is the
elitist view that the university exists to |
serve the professors. I submit that it |
exists to serve the people, and that if it
doesn't get back to that perspective
soon its public support will continue
to decline. Moreover, the vitality of
our economy will continue to decline
due to the lack of stimulus that knowl-
edge fed into the system provides.
That is the real tragedy of the elitist
perspective.

From: Orville Bentley, Assistant
Secretary for Science and
Education, USDA

Re: William Ruckelshaus’
Interview “Environmental
Issues Today” ‘

The CHOICES interview with Wil- |
liam Ruckelshaus (Second Quarter ‘
|

|

|

|

1986) is—as one would expect—a
thoughtful discussion of today’s envi-
ronmental issues. Mr. Ruckelshaus ac-
curately highlights the importance of
education in land and water manage-
ment and the necessity of a good
working relationship between USDA
and EPA in dealing with agriculture-
related environmental issues.

USDA has always recognized that
our soil, water, and air are the long-
term building blocks of the future. |
They are the basic natural resources |
necessary for the production of the
food, fiber, and forest products which
support our Nation and our Nation's |
farmers. ‘

While there is never “enough”
money for all the work we want to |
undertake, USDA is strongly support-
ing the research category for soil, wa-
ter, and air. Even within the current |
budget restraint, that category was
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one of two which showed a funding
increase in projected budget changes
for 1990. This reflects the selection of
the improvement of water quality and
management as one of the five na-
tional priorities of the Joint Council
on Food and Agricultural Sciences for
FY 1987.

Research studies by the Agricultur-
al Research Service will continue to
make significant contributions to im-
proved groundwater quality. Integrat-
ed pest management, expanded use
of biological control measures, and
genetic engineering of crops for in-
creased pest resistance are among
other related research approaches
under study at the state agricultural
experiment stations through the Co-
operative State Research Service.

There is no doubt that the Ameri-
can farmer is concerned about water
quality and interested in trying to do
the right thing for the environment.
But concern and good intentions
must be translated into concrete ac-
tion.

And we have the best chance for
concrete actions if we clarify the farm-
er’s responsibility for non-point
source pollution.

For example, we need legislation
to relieve careful farmers—not negli-
gent ones—of pollution liability for
pesticides applied in good faith and
according to directions. Proposed

| amendments to the Federal Insecti-

cide, Fungicide, and Rodenticide Act
would do that.

Mr. Ruckelshaus recognizes the
importance of USDA's history of relat-
ing to farmers and the strength of our
infrastructure that is in place across
the nation—county agents and all the
rest who are tuned into the thinking
of American farmers.

The solid work done by the Exten-
sion Service enables USDA to empha-
size education—the transfer of
knowledge to enable people to make
smart choices. Agriculture is an out-
standing example of this ability to
channel scientific knowledge into
useful applications.

In discussing the allocation of re-
sponsibilities of working toward a
cleaner environment, CHOICES
posed the question of the sometimes
difficult working relation between

| USDA and EPA. Though Mr. Ruckels-

haus considers USDA “far and away
the most important governmental ally
that EPA can have,” it is true that our
relations have not always gone
smoothly on the program level.

We are working with great success
to improve that situation. In the cur-
rent age of biotechnology, coopera-
tion is increasingly important. Recent-
ly, we put a lot of effort into an inte-
grated framework in government to
deal with the questions raised by ge-
netic engineering. The lines of re-
sponsibility have been made clearer,
and there is still room for the ebb and
flow of advice and consultation be-
tween agencies.

Average Americans often take their
relationship to the natural environ-
ment for granted, but most farmers
are environmentalists at heart. At
USDA, we are actively working

through science and education to
preserve the natural resource base
which sustains our agricultural and
forestry production.

From: Charles B. Holstein
Former Washington Corres-
pondent And for 30 years a Senate
and House of Representative
professional staff member,
retiring as staff director of the
House Banking and Currency
Committee’s Subcommittee on
Consumer Affairs.

Re: Sylvia Lane’s “Food
Stamps”

Professor Sylvia Lane’s article (Sec-
ond Issue CHOICES) arguing the
economic advantages, while conced-
ing the political difficulties of “cash-
ing-out” food stamps by giving recipi-
ents equivalent amounts of money to
spend as they please takes me back 32

years to the introduction by former
Congresswoman Leonor K. Sullivan
of Missouri of the legislation which
eventually led to the present pro-
gram. Her bill, which I helped her
fashion, was directed primarily at the
mechanics of distributing to poor
people some of the vast stores of sur-
plus foodstuffs then, as now, being
held in government storage under
various price Support programs.
Mrs. Sullivan, an obscure first-term
Democrat from St. Louis, later to be-
come during a 24-year congressional
career the leading legislator on con-
sumer issues, was deeply concerned
in 1954 over the irony of supporting
her party’s open-handedness on agri-
cultural benefits while thousands of
people in her urban district, and mil-
lions of unemploved miners, steel-
workers, auto workers and others in
recession-ridden American that year
were literally going hungry. She was
looking for a way to combine her
somewhat grudging support for
Democratic Party agricultural policies
with a device to make some of the
over-abundance of government-
owned food available to the needy.
The small, experimental regional
food stamp program operated pri-
marily for WPA workers in the early
years of the New Deal, until World
War II eliminated both unemploy-
ment and farm surpluses and made
the program superfluous, provided a
possible approach to the Congress-
woman'’s dilemma and we resurrect-
ed the idea. It was put forward con-
temporarily with a burgeoning new
program of the Department of Agri-
culture to ship bulk quantities of
flour, corn meal, cheese, lard, butter,
and a few other commodities into
badly depressed areas of the country,
particularly coal mining centers,
where local relief authorities, church
groups, unions, and volunteers had
to store, repackage into manageable
sizes and distribute monthly hand-
outs to people willing to wait in long
lines to lug home -heavy loads of
these items. The Department’s main
objective was to get rid of as much of
the stuff as possible as cheaply as pos-
sible. The recipients were hard-
pressed to use it effectively. Controls
over eligibility were lax or non-exist-
ent. Much of the largess became

42 = CHOICES
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spoiled or contaminated in tempo-
rary storage and more was wasted—
often just thrown away.

Mrs. Sullivan’s bill proposed to civ-
ilize this system by allowing provably
needed families certified by state wel-
fare departments—but without re-
gard to their eligibility for welfare
benefits, which were a mishmash of
restrictive state rules and widely vary-
ing levels of benefits—to obtin
through regular grocery stores the
same kinds of foods then being given
away, or which would become in
such surplus as to be distributable
under the program. But instead of
powdered milk, recipients could ob-
tain fresh milk, fresh eggs instead of
powdered eggs, processed bakery
and cereal products instead of sacks
of flour and corn meal, and so on.
Each month, the Secretary of Agricul-
ture was to cite the foodstuffs in suffi-
cient surplus to warrant distribution
and issue stamps specifically desig-
nated for each commodity or item.
The USDA would thereby save at least
part of the costs of acquiring, storing,
processing and distributing the do-
nated foods at a time when it was
costing the government what was
then considered a budget-busting $1
million a day merely for storage of
surplus foods.

Contrary to Professor Lane's im-
pression that rural and food mer-
chandising interests joined urban leg-
islators in enacting a food stamp pro-
gram, there was, in fact, little or no
support from either group in the five
years which followed introduction
and eventual passage of the Sullivan
bill and the enactment five years later,

[ in 1964, of her Johnson Administra-
tion-supported measure establishing
the basic national program now in
effect. Throughout that decade, al-
most the entire House Agriculture
Committee (except for Chairman
Harold Cooley of North Carolina) op-
posed any food stamp program. The
only food retailers who came forward
in support were several small busi-
nessmen from Detroit and Philadel-
phia. Both the 1959 Sullivan Food
Stamp Act dealing only with foods in
surplus (it was never implemented
by the Eisenhower Administration)
and her 1964 law were put through
by a coalition of urban and mining
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area legislators over the bitter objec-
tions of most farm-state Members of
Congress. Both laws were enacted as
an implied quid pro quo—no food
stamp law, no farm bills. Neverthe-
less, every Republican on the House
Agriculture Committee still voted No.
(In contrast, Republican Senator
George Aiken of Vermont, who had
seen the pre-World War II program
operate while he was Governor of his
State, was a firm supporter of the
idea, and helped to push the bills
through the Senate Agriculture Com-
mittee after they had passed the
House).

Throughout the recurring bitter
House debates over food stamp legis-
lation in 1957, 1958, 1959, 1964, and
1967, most farm organization lobbies
held out for an expansion of the scan-
dal-ridden direct distribution system
as the cheapest most “efficient” way
of cutting into surpluses. The dairy
industry, for instance, worried that,
given a choice, poor people would
buy margarine with food stamps
while the program reduced the quan-
tity of butter being given away. Some
liberal groups, including the organi-
zation of professional social workers,
were calling for cash payments in-
stead, but no one on Capitol Hill paid
much attention to that.

Professor Lane’s estimates of only a
25-percent impact of food stamps on
increased food consumption may be
supportable but they fail to mention a
basic principle of the 1964 law and
the 1967 extension—that those who
participated in the program had to
buy, with the money each family
would normally be expected to
spend for food out of a limited budg-
et, a sufficient quantity of food stamps
to assure a reasonably adequate diet.
Under that basic principle, needy
families could not utilize their partici-
pation in the food stamp program as a
means of achieving additional pur-
chasing power for things other than
food. In other words, the program
was aimed exclusively ‘at malnutri-
tion, not at poverty per se.

Unfortunately, in my opinion (and
in Mrs. Sullivan’s, too) the USDA un-
der President Nixon joined with crit-
ics of the program’s limited scope to
push through amendments in 1971 to

give the food stamps away free—sav-

ing the Department a lot of book-
keeping and administrative costs but
at the price of actually reducing the
food purchases of many, many recipi-
ents. In those instances, the free
stamps often became the entire food |
budget, and the money recipients
previously had been required to
spend for the stamps could be divert-
ed to purchases other than food. Of
course, poor people need more
money. But the whole purpose of the
program before 1971 was to make
sure they spent enough on food, and
only on food. Had this principle been
retained, the entire $11 billion being
appropriated annually for food |
stamps plus a whole lot more would |
be going into purchases of food
which otherwise would not be sold.
Professor Lane’s figures indicate that

is certainly not happening now.

Along career in Congressional staff
worlk taught me, as Professor Lane
acknowledged, that it is tough to pass
legislation giving poor people mon-
ey—or more money—to spend as
they please. Benefits are paid out for
better housing, for food, for college
grants, for medicaid and inoculations
against disease, for all kinds of specif-
ic purposes deemed to be socially ‘
and nationally desirable. The prevail-
ing idea in Congress has always been
(not just under the Reagan Adminis-
tration) that giving poor people more
money just encourages them to re-
main poor. It may not be true, but it
surely has a tenacious grip on Con-
gressional perceptions.

From: Sylvia Lane, Professor
Emeritus, University of California,
Berkeley

Re: The Author Replies

Charles Holstein’s letter certainly
provides an accurate picture of the
beginning of the Food Stamp pro-
gram. He fails, however, to mention
that there were a few people in Con- |
gress in addition to Senators Cooley
and Aiken who did support the pro-
gram. Proponents of programs to
provide specific goods and services
to the poor generally fail to concede
that the poor are capable of making
rational economic decisions in the
market place.
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From: Kenneth P. Baer,
Executive Vice President and Chief
Executive Officer, GROWMARK
Re: Sextons’ “Taxing Co-ops”

I read the article “Cooperative Tax-
es” by Richard and Terri Sexton in the
second issue of CHOICES and found
it provided an interesting perspective
on a much debared subject.

[ especially appreciated the analo-
gy they advanced on cooperative/-
patron relationship to the vertical in-
tegrated corporation. It's an appropri-
ate and fair analogy and should be
quite easily understood by interested
parties. Their conclusion that Sub-
chapter T tax treatment is fair and
consistent with the rest of the tax
code will be welcomed reading for
cooperative-minded people who,
like myself, have been asked to re-
peatedly defend this provision of the
code.

The laws on cooperative taxation
never have prohibited the owners of
noncooperative businesses to enjoy
the advantages they allege the co-ops
have enjoyed. All they need do is re-
charter their business to become a
qualified cooperative and commit to
pay a portion of their profits back to
their customers as patronage refunds.
They would have less income for
themselves, but might make a lot of
their customers happy. I don't expect
a ground-swell of enthusiasm for this
approach from the non-cooperative
sector. While many say they love their
customers, they aren’t so blinded by
it that they are willing to let custom-
ers share in their profits!

Given the past several years results
in Midwestern agriculture, the debate
on fairness of cooperative taxation
has dwindling relevance. An ever-in-
creasing number of farmer coopera-
tives are suffering losses with some
facing dissolution. Had cooperatives

been provided an “unfair advantage”
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on taxes in the 50's, 60's, and 70’s,
they might have built tax exempt re-
tained earnings to better absorb the
shock of current economic disaster
that has existed in agriculture and ag-
ribusiness for the past 4 years. Having
paid earnings to patrons for 50 years
as annual patronage refund declara-
tions, some cooperatives must nOw
seek equity infusion.

My comments, while pro-coopera-
tive and quite biased, should not sug-
gest I am anti publicly held or other
forms of business. Quite the contrary.
There has been and always will be
room for each. I somehow feel our
future is not cast in being for or
against farmer cooperatives, or other
types of businesses. Conversely, our
future may well depend on how the
various forms of agribusiness and
farmers might work together with
our government to regain for the U.S.
its rightful position in world markets.
We truly need each other. After all,
the fight isn't a domestic quarrel. It's
an international war between US.
farmers, their cooperatives and all
US. agribusiness interests pitted
against other country governments
and their treasuries.

“Circle the Wagons!”

From: L. William Seidman,
Chairman, Federal Deposit
Insurance Corporation

Re: Gajewski and Meekhof’s
“Band-Aids for Banks”

I read with interest the article by
Messrs. Gajewski and Meekhof in the
second issue of CHOICES—“Bankers
Dream While Regulators Adjust the
Rules.” In general, the article present-
ed a well-balanced overview of the
issues surrounding assistance to
banks in the agricultural section.

There are a few areas, however, wor-
thy of additional comment.

There is no question that a histori-
cally large number of agricultural
banks are having difficulties. This
must be kept in perspective, howev-
er. Over 85 percent of the agricultural
banks in the country are not consid-
ered problem banks by the FDIC. As a
group, agricultural banks remain
among the strongest capitalized
banks in the country.

The basic problem facing the farm-
ing sector is not a banking problem; it
is an agricultural problem. Given to-
day’s crop prices and the volume of
carryover debt, many farmers find it
difficult 1o produce sufficient cash
flow to provide for debt service. The
necessary long-term solution to this
and all kinds of farm debt problems is
increased profitability of farming. On
this point, 1 should add the lower in-
terest rates and energy prices as well
as the relative decline in the value of
the dollar are all positive signs for the
agricultural industry.

With regard to accounting for rene-
gotiated debt, the regulators did not,
as the article indicates, change rules
for all banks in response to Congres-
sional pressure. What we did was take
steps to ensure banks, as well as our
examiners, recognized the account-
ing flexibility provided by a generally
accepted accounting principle. Larger
banks were already using this princi-
ple, but it appeared that many smaller
banks were not aware of its provi-
sions. Moreover, our examination
practices were not always consistent
with regard to loss recognition on
renegotiated loans.

The policy guidelines for capital
forbearance have been finalized and
were explained to the banking indus-
try during March. Basically, capably
managed banks suffering from agri-
cultural or energy problems will be
allowed to operate with capital signif-
icantly lower than regulatory mini-
mums. As a condition, though, the
banks must provide a viable plan for
restoring capital by 1993 and the reg-
ulatory agencies will monitor for ad-
herence to the plan.

The program adopted by the regu-
latory agencies is not a bailout and
does not, I believe, increase the risk
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to the banking system or the insur-
ance fund. In reality, the program for-
malizes a frequently used approach
to working with problem banks. What
we have tried to do is systematically
provide troubled agricultural and en-
ergy banks greater flexibility in work-
ing out their problems. Given capa-
ble management and proper supervi-
sory monitoring of risks, the program
should prove to be in the best interest
of the banking industry and the FDIC
insurance fund.

From: Gene Malone, Assistant
Director, Information The
American Farm Bureau
Federation

Re: Gajewski and Meekhof’s
“Band-Aids for Banks”

In their article “Band-Aids for
Banks,” Gregory Gajewski and Ron-
ald Meekhof hit upon an extremely
timely subject of dealing with prob-
lem farm loans and did a fine job of
outlining the extent to which regula-
tors have come to the rescue by ex-
pressing their preference for forbear-
ance instead of foreclosure.

The new rules adopted first by the
agencies that regulate the commer-
cial banks, namely the Federal De-
posit Insurance Corporation, the Fed-
eral Reserve Board and the Comp-
troller of Currency; and more re-
cently by the Farm Credit System are
designed to facilitate restructuring of
many of the nation’s problem farm
loans.

With nearly a third of all farm oper-
ators experiencing some degree of
financial stress, time is short for im-
plementation of the new rules to save
as many as possible of the farms with
debt service problems from the liqui-
dation so feared in rural communi-
ties that are heavily dependent on ag-
riculture,

Gajewski and Meekhof reported
splendidly the new rules that would
reduce penalties against banks for re-
structuring loans for troubled bor-
rowers, modify the reporting re-
quirements for successfully restruc-
tured loans, and grant formal capital
forbearance for banks with low net
worth but good future prospects.
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A “wwo-tier” debt restructuring
plan has been offered by the Ameri-
can Farm Bureau Federation for farm
borrowers with loans which tempo-
rarily exceed the debt service capac-
ity of their business. The two-tier plan
is remarkably compatible with these
new regulations and it has several
added advantages.

Farm Bureau’s two-tier debt plan is
predicated on communication and
understanding between borrower
and lender. It is, of course, preferable
to liquidation for all but the most
hopelessly indebted borrowers, it
can result in lower losses to lenders
than they would suffer in foreclosure,
non-problem borrowers benefit be-
cause their financial institutions are
strengthened and their rural commu-
nities do not fall into disrepair, and it
can be accomplished without mas-
sive outlays of federal funds.

The two-tier concept requires a
farmer and lender to analyze the farm
operation’s cash flow and profit po-
tential. They then would agree on the
amount of the debt that could be
serviced normally within the opera-
tion’s cash flow. That amount would
be designated “tier-one.” It would be
amortized at current interest rates
and regular increments of the princi-
pal would be paid each year. Debt not
related to existing inventories of
crops and livestock plus accounts re-
ceivable would be amortized over
the next 10 to 20 years. Short-term
debt to be incurred in subsequent
years must be repaid in that crop vear
or offset by more than 100 percent
liquidity in crops or livestock re-
tained in inventory.

“Tier-two” debt would be that por-
tion of the toral that exceeds the
farm’s capacity to repay on a regular
basis. No principal repayment would
be required on tier-two debt, but 3
percent interest would be charged.

Each year an amount equal to the
principal repaid from tier-one ad-
vances into that category from tier-
two. No debt is forgiven under this
plan. Lenders would lose some inter-
est due to the reduced requirement
of tier-two debt.

Lenders would be most likely to
offer two-tier restructuring in cases
where it would produce a smaller

loss than if they took no action. The |

financially troubled farmer benefits
by being able to stay in business and
keep his farm. The community bene-
fits because foreclosed property is
not being sold to further depress
prices.

This plan offered by Farm Bureau
will not save every farm business and
there may be critics who will say it is
not perfect. But, as the saying goes, it
probably is far ahead of whatever is in
second place. And for some farm bor-
rowers, time is short,

From: Neil E. Harl Charles F.
Curtis Distinguished Professor,
lowa State University

Re: Gabriel and Prentice
“Macrolinkages”

Gabriel and Prentice argue, in their
essay, “Fundamental Economics (Not
Farm Policy) Now Drives Agricul-
ture’s Future,” that agriculture’s cur-
rent economic woes are somehow
“good” for the sector. I would like to
offer a somewhat different perspec-
tive with quite different conclusions.

The authors reason that “lower
farmland prices and debt liquidation
are good for agriculture” as they will
“lead to a lower cost structure for the
sector.” In reaching that conclusion,
the authors seem to be assuming that
farmland values are like other costs of
production. I would agree that a re-
duction in fertilizer cost should in-
crease net farm income (or reduce
net farm loss) unless the result is in-
creased use of the input and greater
aggregate production.

Farmland is not, however, like oth-
er costs of production. It has been a
fundamental tenet of economics that
farmland values are price deter-
mined, not price determining. Land
values represent the present value of
a string of expected future incomes.
Under the income capitalization the-
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ory of land valuation, reduced land
values signal either an increase in the
discount rate or a reduction in the
amount of expected income to be
capitalized into land values. To say
that land values have dropped says
little of significance about net farm
income except that the amount of net
income or expected capital gains
from land ounership or both are like-
Iy to decline. 1t stretches logic and
empirical evidence to say that lower
land values will lead to any apprecia-
ble improvement in farmers’ in-
comes or financial stability. The net
incomes likely to rise with falling land
values are those of bankruptcy law-
yers.

To say that writing off $50 billion in
debt will lead to $5 billion more in
farm income, as the authors do, is a
litle like saying that an amputee
should be able to move faster be-
cause the individual saves the energy
needed to move the amputated limb.
If those for whom the debt is written
off are forced out of business, it is
difficult to see how more net farm
income would be realized as a conse-
quence by that group. Those who
weren't indebted may gain in psychic
satisfaction from seeing others buffet-
ed by discharged debt but it is diffi-
cult to see how they would share in
$5 billion of increased income. Clear-
ly, lenders will have $5 billion Zess in
income but that does not mean farm-
ers have $5 billion more.

The economic trauma that has
gripped much of agriculture since
1981 has exacted an enormous toll.
We will have lost some of the best and
the brightest young farmers as the
debt adjustment process has selected
in favor of the older, smaller, debt-
free individuals. This is not a move
toward' greater efficiency, as some
would have us believe. Even the sur-
viving farmers will be adversely af-
fected with sharply reduced asset val-
ues and net worth and with greater
economic vulnerability. Moreover,
lenders of all types will have lost bil-
lions in capital reserves, necessitating
higher interest rates in the future to
restore those balances. Rural commu-
nities have lost economic vitality with
a rapid acceleration in the demise of
many communities and the reversal
of the economic fortunes of some.
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Any assessment of whether all of
this is “good for agriculture,” as the
authors maintain should necessarily
involve consideration of the negative
as well as the benefits to new inves-
tors.

From: Stephen C. Gabriel and
Paul T. Prentice General
Partners, Farm Sector Economics
Associates, and Editors, Farm
Financial Conditions Review

Re: The Authors Reply

We are pleased that our article,
“Fundamental Economics (Not Farm
Policy) Now Drives Agriculture’s Fu-
ture,” generated further discussion of
the issue. Unfortunately Neil Harl's
letter creates more confusion than
clarification.

Professor Harl takes issue with our
perspective and our conclusions.
However, we would reiterate our
conclusions and suggest that profes-
sor Harl largely misses the point. He
apparently cannot see the forest for
the trees.

Our article clearly relates to agri-
culture as an industry not Farmer
Brown in particular. Professor Harl
fails to make this distinction.

Professor Harl criticizes our assess-
ment of the cause and benefits of de-
clining farmland values. In the early
1970’s, farmland values soared in re-
sponse to sharply revised income ex-
pectations due to a temporary spike
in farm income in 1973 and 1974. In
real terms farm income then fell right
into the eighties where it is now be-
ginning to stabilize. But, farmland val-
ues continued to soar even as farm
income dropped. The spike in farm
income produced expectations that
were not realized. Farmland values in
1980 reflected the capitalized value of
unattainable income levels, resulting
in depressed returns on investment.
When those expectations adjusted,
farmland prices plunged. The result
has been higher income returns to
investment.

The point is that farmland values
are adjusting to reflect realistic expec-
tations for farm income. Once the ad-
justment process works its way
through, it will cost less for farmers to

control the use of farmland (either
through purchase or lease). In our
book lower costs mean higher in-
come.

It will also mean a more stable cash
flow. The lower fixed costs associated
with owning or renting farmland
means lower operating leverage.
Hence, cash flow will be less volatile
with lower fixed expenses.

Article after article has pointed to
financial leverage as the common de-
nominator among stressed produc-
ers as well as the main culprit (along
with high interest rates) in depress-
ing returns to equity in the farm sec-
tor. Interest rates have come down
but they won't drop much more.
Farm income performance is project-
ed to be lackluster by most analysts.
Something’s got to give! If agriculture
can't service its debt on the income it
can generate, the debt’s got to go—
one way or another. The result will
be precisely the purpose of the liqui-
dation—lower interest expenses for
the sector. If sector gross income is
unaffected by debt liquidation (as we
believe it is), then lower interest ex-
penses will lead to higher sector net
income.

In our article we acknowledge that
the financial adjustment process
would bring casualties, both econom-
icand personal. And we urged society
to address these problems and be
sensitive to the plight of those affect-
ed. However, we maintain that the
agricultural sector will enter the nine-
ties in much better financial shape
than when it entered the eighties.

Professor Harl states that “we will
have lost some of the best and the
brightest young farmers.” Well, we
give these young farmers more cred-
it. If they are as young, good, and
bright as Harl suggests, they will be
farming again—and under better
conditions than when they started the
first time.

Buy CHOICES; Give CHOICES

If you haven't yet bought your own
subscription, now is a good time to tear
out the insert card in this issue and take
advantage of our introductory rates. If
you're a member of AAEA, you can give
CHOICES to a friend or associate atthe
same discount rates.
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