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John Lee, Jr. , was Administrator of USDA's Economic Research Service 
(ERS) from 1981 until mid 1993. His career with ERS began as 
agricultural economist in 1962 and he held several high administrative 
posts within ERS before becoming Administrator. Dr. Lee was raised 
on an Alabama farm and has degrees in animal husbandry and 
agricultural economics, and a PhD in economics from Harvard 
University. He now makes his home in Starkville, Mississippi , where 
he is head of the Department of Agricultural Economics at Mississippi 
State University. His interests and activities have focused on a variety 
of domestic and international agricultural issues, and on administration 
within the USDA. Because of the positions he has held, as well as his 
balanced and objective presentation of policy analysis and options, 
Dr. Lee's views are highly valued by leaders in government and 
agriculture and related sectors. CHOICES is pleased to present some 
of his observations. 

An interview with John Lee, Jr. 
CHOICES: What one or two particularly notable 
trends will affect agriculture and society more gener
ally five to ten years into the future? 

John Lee: My crystal ball is no better than anyone 
else's. In fact economists are notably poor forecast
ers. But it seems to me that some forces will really 
change our lifestyles and the way we do business. 
These forces are not entirely within agriculture, they 
are broader social and global forces. Agriculture is 
just one sector that will be swept by these changes. 

Beyond the massive information age changes and 
other technologies which have already altered our 
lives, there seems to be a basic philosophical change 
in the way society views its opportunities. In most 
of the post World War II era, resource were as
sumed to be plentiful and we believed that if we just 
set our minds to it we could accomplish anything. 
Now there seems to be a feeling that both natural 
and financial resources are limited, and we must 
somehow cope within these limits. 

CHOICES: In what way does this general percep
tion of limited resources affect agricultural policy? 

John Lee: More and more the public and policy 
makers realize that agriculture is important, but farm
ing doesn't involve a lot of people. Most people 
involved in agriculture are beyond the farm gate. 

T hese facts will lead to a reduced focus on com
modity price policy and more focus on other di
mensions of the industry and how they relate to the 
rest of the economy and society. We'll see more 
focus on environment, competitiveness overseas, and 
food safety. 

New role for Department 
of Agriculture 
CHOICES: Please elaborate on your notion that 
agricultural policy will be broader, and on the role 
of the D epartment of Agriculture in this new policy 
era. 

John Lee: Well, for the most part, agriculture policy 
has been run for farmers. Now, that's one way to 
look at policy, that ag policy is policy for farmers. 
But is defense policy for soldiers or for defending 
the country? Does the Department of Labor run 
policies solely for the benefit of labor, or to assure in 
addition the competitiveness of the economy, fair 
labor practices, etc.? Is the Department of Agricul
ture basically a farmers' department? Or is it a de
partment to assure that the agricultural economy 
operates in a way that it serves not only the interest · 
of farmers, but also the broader interest of society 
including adequate food supplies, food safety, qual
ity water and other environmental amenities. I think 
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Without a GAD agreement there is great 
potential for reverting back to higher levels of 
protectionism and undoing all the good that's 
been done through the last 30 years of GATT 
rounds, not only in agriculture but also in 
other sectors. 

the evolution of the Depanment of Agriculture will 
move it to look at agriculture in this broader context. 

CHOICES: Will commodity programs disappear? 

John Lee: Policies that are designed to support prices 
will be continually under pressure. Something like 
85 to 90 percent of the deficiency payments go to 
about 8 percent to 10 percent of the producers. But 
I would not predict the early demise of the com
modity programs because there is still a very strong, 
effective farm lobby. Every state has some farming 
and thus that state's farmers have access to some 
senator, some member of Congress. Be that as it 

may, outside pressures will force the Congress to 
look at the budget consequences of these programs. 
They will note the relatively few commercial farm

ers compared to other groups which need govern
ment attention. 

CHOICES: If the commodity programs won't soon 
disappear, but will be under pressure, in what ways 
might they change? 

John Lee: Subsidies will be reduced, if not by lower 
target prices, then by continued reductions in acre
age and yields to which the subsidies apply. My 
observation is that farmers would rather see some 
reduction in the acres covered than to lower the 
target price. With the flex provisions, the guaran
teed price applies to fewer and fewer acres. Program 
yields are frozen and so as yields rise, less and less of 
the actual harvest is covered by the guaranteed price. 
Today, less than three-fourths of the participants' 
production is covered by the programs. In the cur
rent budget crisis there is discussion that rather than 
lowereing target prices, we'll expand the flexible acres 
a bit more. 

CHOICES: About 600,000 farms now produce most 
of the country's food and fiber, and yet technically 
we have 2.1 million farms. What about those other 
1.5 million farms? Are they a concern? 

John Lee: There's now considerable interest in the 
Depanment in rural development. Most of those 
1.5 million farms count as farms technically, but 
don't depend on farming for a living and don't 
identify themselves to the Census takers as farmers. 
For most of those smaller farmers, price policy is 
really not relevant because a few cents more per 
pound, or per bushel, doesn't mean much added 
income. In fact, when off-farm income is counted, 
most of the families living on the small farms have 
incomes that compare very well with the average 
household income for the United States. 

But, some do live in poverty. Eventually the gov
ernment will need to consider the entirety of their 
income and their family situation, and not just their 
farm business, which for most low income people is 
not their primary source of income. Only then can 
we make sense out of rural development and im
proving rural welfare. In effect, low income prob
lems in rural areas cannot be addressed with com
modity price policy. 

GAIT 
CHOICES: Let's shift to international trade and 
trade policy. Is there a key reason why the agricul
tural part of the GATT negotiations has been so 
difficult? 

John Lee: The reasons we've not reached some con

clusion to the current Uruguay round of the GATT 
negotiations are obvious. First, the political power 
of farmers in the European countries and in Japan is 
very great and far exceeds their numbers and their 
percentage of GNP. In Europe, many ruling parties 
are now on shaky foundations, and opposition par

ties are gaining strength, and all votes count. So it's 
been very difficult politically for Europe, for the 
non-agricultural people in Europe, to get enough 
clout with the politicians to tell them to override 
the interests of the agriculture people in order to 



realize the benefits to the rest of society. There's 
somewhat the same problem in Japan. Farmers there 
still have disproportionate political clout. 

Political vulnerability at the top in European coun
uies, the U.S., and Japan has further impeded the 
successful conclusion to GAIT. We don't have suong 
political leaders with enough flexibility to devote pri
ority attention to international uade agreements. In 
addition, the global economy weakened at a very bad 
time for purposes of negotiations. It's much easier 
to negotiate uade liberalization at a time when co un
uies' economies are growing and uade is expanding. 
Then people want to remove uade barriers. At times 
when the economies and uade are shrinking, or 
not growing very fast, there's a "hunker down" men
taliry, and people fight over a shrinking pie. 

CHOICES: The current Uruguay Round of GAIT 
began in 1986. When will the negotiations end and 
will they greatly affect agriculture? 

John Lee: It's hard to predict, but I still think that 
eventually, just to clean up the books, there'll be 
some kind of agreement. Leaders will say, "we need 
to finish this round, because people are already talk
ing about the future round of GAIT negotiations." 
I would guess within the next year and a half, and 
maybe in a rather quiet fashion, GAIT negotiations 
will come to a close. 

How much will ag be affected? If the current 
proposals are adopted, they won't cause major ad
jusunents in the U.S. In fact, the U.S. is pretty 
much in compliance already, and there would not 
be a lot that Europe would need to do to comply. 

So what's the gain? The gain is that a GAIT 
agreement would prevent governments from return
ing to massive subsidization of agriculture and re

verting to more resuictive uade. Without a GAIT 
agreement there is great potential for moving to 
higher levds of protectionism and undoing all the 
good that's been done through the last 30 years of 
GAIT rounds, not only in agriculture but also in 
other sectors. 

NAFTA 
CHOICES: NAFTA. Where's that heading? 

John Lee: NAFTA is a bit different. The funda
mental question, I think, is whether or not regional 
free uade agreements ultimatdy move toward more 
open world trade, or whether they' re just a 
regionalization of protectionism. I fed that it's more 
likdy that these big uading blocks are a gradual 
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move toward expansion and improvement of world 
uade. Take the EC, for example. There is continu
ous pressure to enlarge, to bring in eastern Euro
pean counuies, to bring in the Scandinavian coun
uies, etc .. In the U.S., we started with the U.S. -
Canada agreement, and now the NAFTA includes 
Mexico. But the goal of many who see the benefits 
of a North American Free Trade Agreement is to 
gradually expand into Cenual and South America. 

Outside of the damage to a few special interests, 
there are no really good arguments against the North 
American Free Trade Agreement. I know that some 
agriculture in places like Florida will be put into 
direct competition with Mexico. In many other parts 
of the country, the seasons are different from 
Mexico's, and agricultural competition is not as di
rect. Cenainly NAFTA would benefit our corn pro
ducers and others. 

But the bigger thing we have to look at here is 
that we can't let the concerns of small groups within 
agriculture eliminate what I think would be a huge 
long term potential benefit to all the people of the 
United States, Canada, and Mexico from having 
unrestricted uade between these counuies. NAFT A 
will hdp Mexico to grow, and as Mexico grows, our 
exportS will increase, and economically-forced mi
gration from Mexico to the U.S. will slow. 

There will be some sectors of agriculture and other 
sectors of the U.S. economy that lose. Why couldn't 
we take some ofNAFTA's net gains to society and 
compensate those who lose? 

CHOICES: I suppose we might raise an ethical ques
tion here. On the one hand, you could argue that 
society's gain comes at the expense of a particular 
sector and therefore society ought to compensate 

the losing sector. On the other hand, I suppose you 
could argue that the losing sector has been protected 
at society's expense for years and years, and correct
ing this wrong should not include compensation. 

John Lee: That's exactly right, except that people 
now farming have made invesunents based on rea
sonable expectations that program benefits would 
continue. 

'95 farm bill and the environment 
CHOICES: Environmental groups were well pre
pared for the 1985 farm bill and perhaps to a lessor 
extent, for the 1990 farm bill. Will environmental 
issues be hotly debated in the 1995 farm legislati~n? 

John Lee: Oh yes. Environmental concerns will be 
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a major part of rhe agenda. Prior ro 1985, environ
memal groups were not a parr of rhe negotiating 
circle on agricultural policy. They were not around 
rhe table, and rhey were considered noisy, ourside 
activists. For rhe 1985 farm bill rhey were well orga
nized, and rhey changed rheir tactics. They pulled 
back rheir demands. They were more realistic, much 
more analytical. They formed coalitions wirh farm 
groups. They basically changed rheir srrategy ro be 
more "reasonable" from rhe standpoinr of farm in
teresrs and congress. They made it more comforr
able for members of congress ro bring rhose groups 
rogerher and try ro work our accommodations. As 
one prominem environmemal organization spokes
man rold me mer rhe 1985 farm bill, "No longer 
will we be ourside rhe tem fighting ro get in, we are 
now a legitimate part of rhe process, we are sirring 
around rhe table wirh rhe farm organizations." 

I rhink rhose concerned wirh rhe environmem 
made some progress in 1990, bur it was less visible; 
it was more quiecly negotiated. 

Now rhere is a bit of impatience in rhe environ
menral communiry, a feeling rhat maybe rhey didn't 
press hard enough in 1990, and rhat rhere are criti
cal environmemal concerns rhat need ro be addressed. 
Some are especially unhappy abour rhe way envi
ronmemal provisions of rhe 1985 and 1990 farm 
bills have been implemenred. More members of Con
gress have now committed rhemselves ro environ
memal concerns, and Vice-Presidem Gore, a noted 
backer of environmemal issues, is now in rhe pic
rure. Yes, rhe next farm bill could be very significant 
for environmenralisrs. But because rhe envirorimen
tal groups are now trying ro work wirh farm organi
zations ahead of time, rhe debate will be le%s .noisy 
and more effective. 

CHOICES: Is regulation a major issQ.ef.How should 
sociery view all rhe complainrs about ~just regula
tion of agriculrure? Is anyrhing roJ be' done about 
"regwation?" .' 

. i! i')! • 
John Lee: At rhe risk of incurring rhe wrarh of my 
farmer friends, I'd say rhat talking about govern
mem generally, and talking abour governmenr regu
lation, are a bit like talking about rhe wearher. It's 
an ongoing ropic of conversation. All businesses, and 
not just farmers, now face a host of regularory con
suainrs. Environmenral and food safery regulations 
are rhere because people complained about prob
lems. Many of rhose problems, or perceived prob
lems, are still rhere. I don't see rhose regularory con
srrainrs easing. 

However, I do rhink governmem is increasingly 
sensitive ro undue burden of regulation. Look at rhe 
paperwork rhat program participants must continu
ously deal wirh at rhe local ASCS office. 

So, what's being done? There's a continuous drive 
ro simplify regulations, regularory forms , etc .. You 
can have a regulation rhat 's one paragraph long 
and one set of shorr, clear instructions rhat does 
just about as well as somerhing rhat's forry pages 
long. Second, economists and policy makers are try
ing ro find ways for rhe market ro provide incentives 
for people ro do what regulations would orherwise 
require. 

CHOICES: You indicated rhat environmemal is
sues will be on rhe table for rhe 1995 farm bill, and 
rhey often drive regulation; but do we really have a 
fix on rhe severiry of environmenral problems re
lated ro agriculrural production? 

John Lee: We need more of what economists call 
environmemal costing. We should try ro measure all 
rhe downstream and off-site effects of agriculrural 
production (water pollution and food conrarnina
tion are possible examples) as cosrs ro sociery. We 
need ro know what costs are paid by rhe farmer, and 
what added cosrs are born by everyone else. We 
need ro know rhe magnirude of rhese com born by 
soclery. 

CHOICES: In what way would environmental cost
ing be helpful? 

John Lee: Suppose you found rhat ro produce a 
cerrain commodiry, farmers paid only 50 percenr of 
rotal costs, and anorher 50 percent of rotal costs 
were imposed upon sociery but not paid by rhe 
producer. Then you'd say, "We have a major prob
lem here." 

It seems only fair rhat producers who get paid for 
what rhey produce should pay all rhe costs associ
ated wirh rhat payment. In orher words, "external" 
com should be internalized by producers. 

CHOICES: Why is it imporrant ro internalize (make 
rhe farmer pay) all costs? 

John Lee: First, if all cosrs aren't counted, rhe com
modiry price won't reflect all cosrs and wirhout know
ing it (through a low price) people purchase com
modities whose production takes a high roll on rhe 

environmem. Second, all rhe commodiry price goes 
ro rhe producer who only pays parr of rhe cosrs. 
Markers work best to serve societal interesrs if all 
com and benefirs are included in rhe working of 
rhose markets. 



CHOICES: What if the social costs (unpaid by pro
ducers) are low? Or what if they are high? What then? 

John Lee: If you found that they were huge, say 40 
or 50 percent of the costs, that indicates you've gOt 
a big problem to deal with. Commodities are being 
sold at prices that don't sustain the system in the 
long term. But suppose you found that farmers pay 
90 to 95 percent of all costs. Then you'd say, "Okay, 
we don't really have a big problem, but we do have 
a problem, and it's manageable." Again, an early 
task of economists and other scientists is to find 
reliable measures of the social costs of producing 
farm commodities. 

Actual measures of the magnitudes and sources 
of social costs become guides for technological re
search in the physical and biological sciences. Also, 
economists need to seek the combinations of regula
tions and market incentives that most effeciently 
internalize social costs into private costs. 

CHOICES: If farmers pay more to produce, our 
competitive position in world markets will be eroded. 

John Lee: If other countries don't make their farm
ers internalize environmental and other social costs, 
then we're put at a competitive disadvantage. I think 
one of the goals of future international trade nego
tiations will be to harmonize food safety and envi
ronmental regulations. If we adopt strict regulations 
and Europe doesn't, then they've got a competitive 
advantage. Or, more likely, industrial countries adopt 
environmental regulations, and the third world coun
tries don't. Third world countries are often desper
ate for foreign exchange and may be willing to ex
ploit their natural resource base and undercut us in 
the marketplace. Dealing with less developed coun
tries is going to be a vety important part of trade 

negotiations. 
My hypothesis is that the social costs of farm 

production are much higher in Europe, because of 
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population density and the intensity with which 
they're using chemicals. Dutch farmers, for example, 
used intensive production practices, and their water 
supply is so close to the surface, that they' now have 
vety serious pollution problems. These problems will 
cause some major restructuring of their agriculture. 

CHOICES: Might good science also show that en
vironmental costs are not great? 

John Lee: That's right. It's possible that in many 
areas science will show that the problem is not as 
great as some imagine. Clearly some of the claims of 
radical environmental groups have been sufficiently 
refuted by good science. In other areas where we do 
conclude that problems exist, the identification of 
those problems provides a guide for policy priorities. 

The future of ERS 
CHOICES: Budget constraints and a new adminis
tration wanting to reinvent government may change 
the USDA and the Economic Research Service. What 
kinds of changes seem likely? 

John Lee: One scenario is that top officials don't 
believe we need data or analysis. That's not a realis
tic scenario, and I think wise heads will prevail, and 
people will recognize the value of good public infor
mation. 

A second and more likely scenario says "Yes, of 
course we need data and analysis to make good busi
ness and government decisions, but money is short, 
the budget's going to be tight." 

Under those conditions, an ERS or some succes
sor to ERS, can be smaller and yet be efficient and 
effective. ERS has already considered a host of ques
tions related to its mission and mode of operation. 
What can other agencies and people do that ERS 
now does? What is less important or can be done 
away with altogether? What are the new things that 
really have to be done that we're not now doing? 

We can have a signi£cantly smaller ERS, for ex

ample, by dramatically altering the mix of what is 
done in ERS and how it is done. Take for example 
the Situation and Outlook reports. Those are "bread 
and butter" products for ERS and the Department 
of Agriculture. Perhaps, instead of producing a 40-
page report once evety two or three months, it would 
be more useful to the constituents, and less time 
consuming for the analysts, to produce a monthly 
four-page update dwelling on new information. 

The bigger challenge to ERS and to USDA and 
the Administration is to decide what the Agency 
should be. My own personal view is that the public 
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interest would be best served if ERS were allowed to 
be truly a national transparency agency for agricul
ture and related issues. ERS would be the place that 
did objective analysis on the big national and inter
national issues. ERS should never be an advocacy or 
political agency touting particular views and poli
cies. ERS would be the place where you'd expect to 
see a comprehensive analysis of the consequences of 
technology or policy: who wins and who loses; im
plications for various sectors and regions of the coun
try; implications for budget costs to the government. 
But, the bottom line issue is whether any adminis
tration, any government, is going to feel comfort
able suppotting a genuine transparency agency. 

CHOICES: Why should these objective analyses be 
done byERS? 

John Lee: ERS has in one place specialists on al
most all of the topic areas that one would need to 
do a comprehensive policy assessment. It has access 
to a tremendous data base. Universities, no less than 
ERS, face very strong political pressures from con
stituent groups that operate in their states. Few uni
versities can put together a critical mass of research
ers for comprehensive analyses. Nor can the private 
sector be expected to do objective policy analysis. 
There's no particular incentive for them to under
stand all the policy effects or to share the informa
tion with the public. 

Of course, any transparency agency that's going 
to survive must learn to present its results without 
creating more controversy than necessary. 

CHOICES: Historically, ERS interacted with uni
versiry departments and faculry in a variery of ways. 
What does the future hold for ERS-universiry in
teraction? 

John Lee: Well, whatever the wishes might be, I 
think the realiry is that ERS will not likely have the 
res.ources in the near term to have major fmancial 
linkages with the universities. Now I could be wrong. 
Things could change to substantially reduce ERS 
and to require that more of its work be through 
contract with the universities. That's a possibiliry. 
But that's not likely because timely staff analysis for 
the policy-making body in Washington is so much 
of what ERS does. Universities cannot be expected 
to continuously respond to overnight staff analyses. 

I wouldn't rule out the possibiliry that ERS might 
have centers of activiry at universities for fixed peri
ods of time. Certainly ERS will continue to look to 
universities as their source of new hires. Also, ERS 

realizes that it's just one small part of the whole 
research apparatus and that it has a vested interest in 
maintaining strong professional ties with all research
ers and teachers. Therefore I believe ERS will seek 
innovative, nonfinancial, partnerships with the uni
versiry communiry and not limited to Land Grants. 

USDA and Land Grants 

CHOICES: USDA has been a leader in the science 
and education establishment. Some now question 
whether USDA can maintain this leadership role. 

John Lee: There are those who contend that USDA 
has in effect abandoned that role. There are cer
tainly people in USDA and ERS who do strongly 
care about what is happening to the science and 
education system in the United States, and who are 
doing everything they can to stay involved in it, to 
be a strong participant, to try to provide leadership, 
to be good citizens of that communiry. 

That leadership role will certainly be determined 
by the views and policies of the Secretary of Agricul
ture. Moreover, if the past is any kind of a guide to 
the future, the trends won't be all in one direction. 
There'll be a lot of zigzagging as we move from one 
administration to another based on how each views 
the role that the USDA should play in the total 
Land Grant system and research and education in 

general. 
There are more and more people coming into 

high political office who have no linkage and little 
personal knowledge of the Land Grant system, and 
the roles of USDA agencies as they relate to that 
system out in the states. Administrators act from the 
basis of their own experience and knowledge, and 
USDA can very well, in the long term, become more 
of a general food, agriculture, and natural resources 
department without its traditional linkages to the 
Land Grant system. I think that would be a mis
take, but my views won't preclude it from happening. 

CHOICES: Thank you, John. The agricultural and 
related communities have long benefited from your 
economic insights, keen leadership and administra
tive skills, and your concern arid actions for high 
qualiry, objective and useful research and communi
cation. Even CHOICES has benefited in no small 
way from your concern and support. We extend our 
gratitude for a job very well done! Best wishes in 
your new career at Mississippi State Universiry. [I 
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