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So They Say

What agricultural and resource economists

are finding about food, farm, and resource issues

B PROFIABLE BEEF PRODUCTION: Edward Luttwak writes, “[W]hile
European and North American cattle raisers pay their dues to the
corporations that supply them with everything from tractors and fuel
to bagged concentrates, we [ranchers in Bolivia] pay our dues to
nature by accepting its pace and limits. So far that has been a reward-
ing choice: our return on cattle capital exceeds 30 percent, more than
twice what North American and European cattle raisers can expect,
though their corporate suppliers fare much better of course. The prof-
itability of the entire sector is so tenuous in the United States that
many ranchers stay in business only because they are not in busi-
ness at all but rather keep their ranches for pleasure and display....
” Luttwak, Edward. “It’s What's for Dinner.” Harpers Magazine,
August 2001, pp. 11-16.

B GLOBALIZATION, PROGRESS, AND POVERTY: Thompson says,
“It is very likely that globalization will be debated for as long as
there are some who perceive its undoubted advantages, while oth-

ers fear its unsertling consequences. Also, many will resent mod-

ernization itself, at least in its current guise — capiralist, liberal,
democratic, and secular — as an affront to their cherished social,
political, and cultural beliefs. The listing of globalization’s defend-
ers includes some luminaries as Adam Smith, Nobel Prize winner
Milton Friedman, trade expert Jagdish Bhagwati, and M.L.T. pro-
fessor Rudi Dornbusch who makes repeated use of the well-known
University of Chicago doctrine that markets solve problems best.”
Thompson, James W. “Globalization: Its Defenders and Dissenters.”

Business and Society Review, 106 no. 2(2001), pp. 170-79.

H BIOTECHNOLOGY CAN BE GOOD: Whiting in Environment, Per Pin-
strup-Anderson says, “Modern biotechnology is not a silver bullet
for ending hunger, but, used in conjunction with traditional and
conventional agricultural research methods, it may be a powerful
tool that should be made available to poor farmers and consumers.
It has the potential to help enhance agricultural productivity in
developing countries in ways that reduce hunger and poverty and pro-
mote sustainable natural resource use.” Pinstrup-Andersen, Per.
“Feeding the World in the New Millennium: Issues for the New
U.S. Administration,” Environment, July/August 2001, pp. 22-31.

B LABELING BEEF: The writers of The Economist say, “One of the
few beneficial side-effects of the foot-and-mouth epidemic and the

even more dreaded BSE, or “mad cow” disease, has been a rush
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among farmers to adopt new technology. The disease outbreaks have
accelerated the introduction of individual identification of cattle. Every
newborn calf has to have an identity tag, and every time it is moved
from one farm to another, or sold through a marker, its details have
to be logged. This has two benefits: its history is known if it con-
tracts a disease and other animals it has been in contact with have
to be traced; and butchers can inform shoppers of the origin of meat

that they are selling.” The Economist, July 28, 2001, p. 57.

B GROWTH MANAGEMENT QUESTIONS: Riddel says, “One impor-
tant outcome of the Boulder [Colorado] open space purchase pro-
gram has been leapfrog development of areas outside the greenbelr.
Many critics of the program maintain that development was not
thwarted, bur rather relocated. Our [research] results support this
conclusion. In fact, commercial and residential expansion occurred
because of the program. However, the positive implicit price of
open space clearly expresses the value of the program to residents,
even though growth management goals were not realized.” Riddel,
Mary. “A Dynamic Approach to Estimating Hedonic Prices for
Environmental Goods: An Application to Open Space Purchases.”

Land Economics, in press.

B PERSISTENT FOOD SECURITY PROBLEMS: Davis, Thomas, and
Amponsah say, “...to supply enough food to the growing popula-
tions of Asia, Africa, and Latin America without increasing depend-
ence on international markerts for food aid, more food has to be
produced where people live. This will predominantly be in the trop-
ical and subtropical, low-yielding farming systems. Imports may
be appropriate to bridge short-term gaps or during emergencies,
but for most developing countries, imports cannot substitute for local
production. Therefore, even the argument that global food pro-
duction is sufficient and that food security problems can be solved
by redistribution is inadequate....” Davis, Carlton G., C.Y. Thomas,
and W.A. Amponsah. “Globalization and Poverty: Lessons from
the Theory and Practice of Food Security.” American Journal of Agri-
cultural Economics 83(3), (August 2001):714-721.

B CHOICES APOLOGIZES: Production and publication of the 3rd
Quarter issue of CHOICES were delayed by travel restrictions
imposed as a result of the tragic terrorist attacks of September 11.
The editors regret any inconvenience readers may have incurred as

a result of the delay.



Guest Editorial

BY DANIEL DOOLEY

Renewed Commitment to Agricultural R&D

ongress is now debating agricul-

tural policy for the new millen-

nium. There is great antipachy
from the agricultural communiry sur-
rounding the 1996 Farm Bill. The transi-
tion payments it provided have not fostered
the anticipated conversion to a more mar-
ket-based agriculture.

It was understood thart the rransition
payments would be accompanied by a sub-
stantial increase in research and develop-
ment funding. Farmers were advised that
new technologies would be developed in
order to provide long-term competitive-
ness in the global economy. Unfortunately,
commitments to an increased federal role in
research and development did not rise to
the levels anticipated.

In 1998, Congress reauthorized the sci-
ence title of the Farm Bill. It set forth broad
policy objectives and priorities for redirec-
rion of agricultural R&D ar the federal level.
The reauthorization included requirements
for relevance, accountability and broader
stakeholder parricipation. It authorized a
substantial new competirive research pro-
gram funded from mandatory funds. The
program has been susceprible to the quag-
mire of petty political bickering between
authorizers and appropriators, bur has
resulted in substantial new comperitive
research and development awards.

However, while over $200,000,000 in
grants have been awarded, only abour eight
percent of the meritorious proposals have
been funded. The low award percentage
indicates the presence of a substantial reser-

voir of unfunded research and development

projects that could provide new technology
for agriculture.

Congress has an opportunity to restruc-
ture the way agricultural R&D integrates
with federal agricultural policy. R&D can add
value to the commodity, conservation, and
food and nutrition programs. A direct link
of research and development to other titles
of the Farm Bill will establish a relationship
berween research and the future competi-
tiveness and sustainability of the food and
fiber production system that has not previ-
ously existed.

The key to successful integration of
R&D into the farm bill is establishing a
funding mechanism chat provides the nec-
essary resources. It is unlikely that addi-
tional stand-alone funds will be made avail-
able. However, there are opportunities to
develop creative funding mechanisms.

An ad hoc group of researchers, educa-
tors, and producers has been working on
the development of an important new fund-
ing concept. It links research and develop-
ment funding to mandarory funding for
commodity programs. The conceprassumes
that the commodity program payments will
be marker driven. It also assumes that there
will be a benchmark level of funding for
budgetary purposes.

The framework of this funding concept
is as follows:
¢ When commodity payments meet or

exceed the budger target, no new tunds

will be commirtred to R&D.
¢ When commodity payments are less than

the budget target, a portion of the sav-
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ings below the target will be committed
to an R&D fund or endowment.

@ The existing program will continue as a
base-level funding initiative to bridge
years when commodity payments con-

sume the entire budgert rarger.

This concept will provide opportunities
to make long-term commitments to research
projects. Hopefully, it will generate funds
necessary to enhance competiriveness and sus-
rainability and reduce reliance on federal
SUpPOIT programs.

The concept draws upon parallel invest-
ment strategies used in the private sector.
Investments in R&D will be made when
economic conditions in agriculture are
strong. Only minimal additional commit-
ments will be made when the agriculrural
economy is weak. Over the long term, this
type of directed R&D will assist producers’
transitions to a more market-driven model
suited for the global economy.

It is important that Congress consider
new and innovative means to enhance the
federal commitment ro research and devel-
opment. This concepr warrans specific con-
siderarion by Congress as the next Farm

Bill develops.

Daniel Dooley is an attorney with the
Visalia, CA firm of Dooley & Herr, a part-
ner in Dooley Farms, former Deputy Direc-
tor of the California Department of Food
and Agriculture, and former chairman of

the California Water Commission.
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6 Ellis Island to the Ellis Farm Rural America in the 21st
Century has become the gateway to America, much as New York in the
19th and early 20th. Here we look at the implications for immigration

and farm policy. by Philip Martin.

11 Vaccination or Decimation: The Foot-and-Mouth
Disease Dilemma Countries considering vaccinating their livestock
against FMD face losing FMD-free status. by Jean Buzby, Kenneth H.
Mathews Jr., and Juan Lubroth.

15 Government Environmental Regulations and Income
Distribution: Where You Stand Depends on Where You Sit
Are the economic impacts of environmental regulations borne dispro-

portionately by the poor? by K. R. Terfertiller.

20 Shedding Light on the So-Called “Slush Fund” The
Secretary of Agriculture’s discretionary fund, known as Section 32, is

poorly understood. The author explains what it is — and what it is not.

by Geoffrey Becker.

26 Collision Course: The Looming Contradictions of U.S.
Sugar Policy The desire to support the domestic sugar industry is
about to run afoul of U.S. free trade obligations. Consumers are caught
in the middle. by Eric Knepper, David B. Schweikbardt, Kelley Cormier,
and Juan Estrada-Valle.

30 South-of-the-Border Beef: Changing Beef Industries
in Argentina and Uruguay These two South American producers
are ready to make a significant move into beef export markets. &y Lovell
Jarvis, Jose E. Bervejillo, Javier Ekboir, Daniel A. Sumner, and William R.
Sutton.



Graphically Speaking:
Peterson, Preckel, Van
Eenoo, and McGuirk
look at consumer per-

ceptions of fat content
in various cuts of meat.
Botrom line: There is
less fat our there than

people think.

34 Green Business Rising Private-sector envronmental initiatives
are just beginning to realize their potential. &y David E. Ervin and
Frank Casey.

38 Can Farmer Savings Accounts Help Save Farming?
The authors look at four innovative proposals designed to help farmers

save money for rainy days and down markets. by Mark A. Edelman,
James Monke, and Ron Durst.

427 Cooperatives Consolidate Farmer cooperatives have bor-
rowed a page from Corporate America’s playbook by engaging in a
round of consolidation. &y Darren Hudson and C. W, Herndon, Jr.
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