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Findings 

What agricultural and resource economists are finding about food, farm, and resource issues.* 

• Acreage restrictions which paid farmers to idle land perversely increased acreage and output - say de 
Gorter and Fisher 

• When U.S. commodity programs unilaterally reduce the supply of wheat, corn , sorghum and barley, foreign 
producers expand production by an average of 18.6 bushels in the short run and 6.8 bushels in the long run 
for each acre idled in the U.S. - says White 

• Cropland retirement is an expensive way to reduce agricultural pollution, but if properly targeted the benefits 
to society may outweigh the costs - say Ribaudo, Osborn, and Konyar 

• Financial institutions which sold farmland acquired through foreclosure received 9.2 percent less, on average, 
than comparable land sold by individuals - say Featherstone, Schurle, Duncan, and Postier 

• New low-fat ground beef garners a price premium and expands the demand for nonfed slaughter cattle by 
1.76 percent and the live weight value of commercial cows by $0.56/cwt. - say Brewster, Lhermite, 
Goodwin, and Hunt 

• Students at a midwestern university are willing to pay a premium for pork with 30 to 60 percent fewer calories 
produced with the genetically engineered growth hormone PST - say Buhr, Hayes, Shogren, and Kliebenstein 

• Consumers are willing to pay premiums for reduced external fat on almost all beef table cuts, but producers 
have not yet realized higher prices for leaner beef - say Unnevehr and Bard 

• Weed management based on weed scouting in corn and soybeans can increases profits and reduces 
chemical applications, but weed management based on weed seed information does not appear to be cost
effective at present - say Swinton and King 

• Economies of size in landfill design and operation are large, and rural communities may significantly reduce 
landfill costs by switching to larger regional landfills - say Dooley, Bangsund, Leistritz, and Fischer 

* Findings are tak~n from recently or soon-to-be published research in the American Journal of Agricultural 
Economics, Journal of Agricultural and Resource Economics, Review of Agricultural Economics, Journal of 
Agricultural Economics Research, Journal of Agricultural and Applied Economics, Agricultural and Resource 
Economics Review, Land Economics, Journal of Environmental Economics and Management, Agribusiness
an International Journal, and other journals which publish the research findings of agricultural and resource 
economists. Abbreviated citations are found on page 45. 

A field , a handling-processing facility, and a transport vessel. In our cover collage, artist Rini Twait represents the 
business of producing, processing, and carrying food and fiber for the nation's 255 million people and others beyond 
our borders. Several articles in this issue of CHOICES focus on agribusiness. 



Guest editorial: Thinking about health reform 

Arleen Leibowitz 

Two concerns- the need to provide 
health security for 37 million unin

sured Americans and the desire to con
rrol health care cosrs-underlie a grow
ing consensus that the U.S. health care 
system must be reformed. How success
flJ is President ClintOn's American Health 
Security Act (HSA) likely to be in re

forming the health care system in order 
to provide insurance to all while conrrol
ling costs? 

Currently, lack of health insurance is 
a problem of the non-elderly, since 98 
percent of persons age 65 and older are 
covered through Medicare. Two-thirds of 
the non-elderly are insured by their own 
employer or as a dependent on a spouse's 
or parent's policy. Like insured persons, 
most of the uninsured are either employed 
or in the family of an employed person. 
However, uninsured workers are more 
likely than insured workers to be em
ployed in small firms. Small companies 
pay higher prices for health coverage than 

larger fums, and consequently are less 
likely to provide insurance for their workers. 

How will HSA insure everyone? The 
HSA builds on our current employer
based system by requiring all employers 
to pay at least 80 percent of the average 
health insurance premium for workers and 
their families. Government subsidies will 
help low income people without a worker 
in their family pay their premiums. The 
HSA also stipulates the benefit package. 
This package provides for more generous 
coverage than most current poLicies. Ex
panding the number of people insured 
and the services covered provide secu
rity, but will increase costs. Firms that 
do not currently insure their workers will 

face the greatest increases, but even com
panies that provide insurance may be re
quired to pay more. 

Generally, when compensation costs 
increase, employers reduce employment. 
However, many economists expect only 
modest job losses as a result of the HSA 
because employers already insure most 
workers. To reduce the financial iffipact 

for tile fums least able to pay, the HSA 
"caps" employer costs at 7.9 percent of 
payroll. Even lower caps for small com
panies with low wage workers limit the 
cost increase and potential job loss in small 
firms, many of which will be insuring 
their workers for the first time. 

How will HSA limit health care costs? 
The plan relies on "managed competi
tion," whereby a single Health Alliance 
in each geographic area will offer a choice 
of health plans to' consumers. All firms 

with fewer than 5000 workers would be 
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required to obtain health insurance 
through the Health Alliance, but larger 
fums could form rneir own Alliances. The 
Alliance will LIse its market power to ne
gotiate berter prices with the plans, which 
will compete in terms of price and qual
ity to attract enrollees. Alliances would 
insure large numbers of people at a com
munity rated price (i .e., not based on age, 
sex, medical condition, or employer size), 
and tllerefore could reduce sales costs and 
provide insurance at lower premiums. 

If competition among plans does not 
sufficiently limit COSt increases, the HSA 
provides for ceilings on the rate of growcll 
of premiums wirnin an Alliance. To stay 
within these limits, plans must rely on 
the efficiencies of managed care because 
health plans can neither reduce benefits 
nor increase patient cost-sharing to lower 
utilization. Although some HMOs have 
dramatically lowered costs, orner forms 
of managed competition such as PPOs 
have been less effective. Thus, the prom
ise of managed competition to conrrol 
costs is largely untested. 

In summary, me HSA provides secu
rity for both insured and uninsured 
Americans by guaranteeing coverage for 
a standard set of benefits at a community 
rated price. However, this security will 
work to increase health expenditures 
rather than decrease them, and it is un
clear whether the proposed managed com
petition srrategy can acrually slow the rate 
of growcll in health care expenditures. 

~~~t-
Arleen Leibowitz 
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