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There will be battles between producers and pro
cessors over how to divide the value pie. In shon, 
commodity prices simply become less germane to 
farm incomes, whereas delivering customized prod
ucts to consumers becomes much more relevant. 

supermarket. This is partly a reflection of the price 
of poultry vis-a-vis other meats, but consumers also 
perceive chicken to be a healthy meat. This percep
tion persists despite an industry structure that long 
ago abandoned barnyard chicken coops. 

Save traditional farms or -' 
benefit consumers? 
If the hog industry is a guide, the farms versus 
consumers debate will burn hot in the period ahead. 
In states across the heartland, legislatures are de
bating whether to try to halt industrialization in an 
effon to preserve a more traditional farm structure. 
Setting aside for the moment whether legislation 
can stop it, the point is whether citizens are willing 
to pay higher food prices in exchange for a more 
traditional farm structure. 

The broiler industry may be an instructive case. 
Arguably, consumers view broiler products as one 
of the best values in the meat case, if not the whole 

The economies of scale in industrialization will 
be hard for policy to lean against, even if society 
wants it to. In the pork industry, for instance, new 
technologies point to operations of more than 1,500 
sows to fully capture the economies of scale. Even 
so, the issue of whether we want the resulting farm 
structure seems likely to be debated in statehouses, 
if not in Congress. Opponents of industrialization 
generally voice three objections: (1) that it will en
courage fewer, larger farms and thus damage rural 
infrastructure; (2) in the case of livestock, that in
dustrialization will bring harmful environmental side 
effects; and (3) that industrialization marks a dimi
nution in the decision-making independence of the 
family farm. 

Agricultural Industrialization and Environmental Quality 
by David E. Ervin and Katherine R. Smith 

Whether agricultural industrialization will ultimately improve or 
degrade environmental quality depends upon how shifting farm 
structure interacts with three sets of forces: pollution processes, 
technology innovation and adoption, and environmental regula
tion. 

Pollution from agriculture has been characterized by nonpoint 
sources diffused across many farms and, often, large geo
graphic areas. Under an increasingly industrialized sector there 
will be fewer firms, so it will be easier to track environmental 
performance. However, if industrialization leads to more geo
graphically concentrated operations and greater amounts of 
waste per unit area, it becomes more likely that threshold 
levels of pollution will be exceeded in various localities. 

Agricultural source pollution can be prevented by the devel
opment and use of environmentally friendly technologies. The 
question arises, then, whether firms under an industrialized 
agricultural sector will be more or less likely to innovate and 
adopt such technologies. Evidence from other sectors sug
gests that more industrialized firms adopt profitable new tech
nologies earlier and at a faster pace. In addition, one might 
hypothesize that industrialized firms, if subject to less competi
tion, will eam larger profits and have greater capacity to invest 
in research and development of pollution prevention technolo
gies. On the other hand, if a significant portion of the steward
ship behavior exhibited through current adoption of environ
mentally friendly production practices is related to farmers' au
tonomy and their majority ownership of capital assets, then 
loss of empowerment through consolidation, coordination, and 
integration may also mean a loss of motivation for farm-level 
actions that conserve natural resources or enhance environ
mental quality. 

The course of environmental regulation of agricultural activi
ties will obviously affect technology adoption and innovation, 
and industrialization can be expected to shift that course. Pro
duction agriculture now experiences less environmental regu
lation than do other major sectors, due, in part, to the diffusion 
of its nonpoint sources of environmental problems and also 
due to public sentiment for family farmers. The largely volun
tary agroenvironmental programs now in place assume that 
farmers possess both the independence to make changes in 
production practices and the financial means to contribute to 
these encouraged practices. As the bimodal distribution of farm 
types that Drabenstott predicts for an industrialized sector oc
curs, we will see one set of farmers whose production prac
tices are to some extent dictated by their coordination with 
other firms, and another set that will lack the financial re
sources to make substantial changes. Thus, current policy ap
proaches could prove increasingly ineffective. Furthermore, the 
political economy of agroenvironmental regulation may be trans
formed as public interests find it easier to apply punitive mea
sures to vertically integrated corporations than to 'individual 
farmers, and as contracting food and fiber companies join the 
melee of rent-seekers in that regulatory arena. 

Given the projected pace of agricultural industrialization, 
more thorough investigation of the environmental implications 
of farm structure is not merely warranted, it is imperative. 

Katherine Reichelderfer Smith is director of the Policy Studies Pro
gram at the Henry A. Wallace Institute for Alternative Agriculture. 
David E. Ervin is professor of agricultural and resource economics at 
Oregon State University, currently on leave with the Congressional 
Office of Technology Assessment. 
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