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Bruce L.igardner
Two views on U.S. dairy policy are, first, that it is an
instance;of iheffcapture" theory of economic regulationv—— that
it serves the iﬁﬁefééﬁs Qf dairy producers at the expense of

consumers ahd'tax ayers by raising dairy roduct prices nd
B Y Y g

smconu, thqt dm1rv pollcy is an instance of governmental action

.to“cbrrectfmafket failure —— theat dairy policy serves thé’joint

interestsfb‘ produbers. consumars, and taxpayers. This paper

d*scusuesbceveral analvtlcal issues which have been important in

thé de b td bﬂtWGEW the views.

Classified pFlClnu of
tinuing basis in a {ew mill
and expanded rapidly as a feature
the late 19207s and early 19307 {(Gaumnit=

mists, in trying to understand
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this phenomenon; turned to the t i =L f impar—.
fact competition. Consequently,

given to .tract madels in the ear

Saumnitz & : The model on which Kwcksa
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aroducer qroup., a coocperative, which may be bargaining on
P ) E : )4 i

Y

own (Cassels) or under the aegi= of a federal

(Harris). In either case the producers do not

control, so thaf if they are viewzd as a cartel,

with free entry. A cartel with free entry has thes same
equilibriuh as. monopolistic competition, characterized by ab-

sence of monopolybrents in tﬁe usual sense. However, producers?

surplus is increased as long as soma farmer—owned production

inputs are not perfectly elastic in supply. The reason is that

I

price discrimination increases the farm price received for any

given quantity marketed and thus has the same effect as a right—

ward shift in total demand.

"disorderly marketing
usable in econocmic analy
in terms that haQe
economic me2aning. The
price variability or variability
and reaturns can vary without being di
turns can even vary randomly, unpradi

indicator of disorder

adings, i f disoirads i 2l av to

"handlers" of

foct competition in the marketin
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and J. Cassels.
SE0(1538) 1 27598,

and J.W. Hammond. "Frice Supports, Risk

and U.8. Dai icy, ik 391 and fApplied

Univ. of ™Mi ta S0 12 @PE-2, June 1983,
U.S. Department of fgii 1 @, Dairy ! :_and Situation
DS-39246 {(March
"Review o < 1 iy and &lternative Federal

Dairy Frograms," - L=t No. AGES 2840121,

1284 (b).




g

. s
@TInN

gl

Mt

and
: L: !_"‘ ‘.'! o

n
-
[
i
n .
i
4
Y
=

£~

o Fasd

we b

o
o
g

AT

they h
L&

d




Q* Qo Ql

Market | , Market 2

Figure 1. A marketing order in market 1 reduces the average.price of
markets 1 and 2, and increases aggregate output.




