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-Researcthgenda Pribrities for-Public Price and Income Policy-~
A Task Force View

R. G. F. [Spitze and J. D. Shafferx

Recent events suggest the urgént need to develop a research agenda

.that would provide.the knowledge base for an effecfive and consistent

future‘national‘pOlicy dealing with price and income problems related
to agri'culture and food. This paper suggests a conc’eptual_framework

for such research 1nput and reflects initial discussions from a workshop

that addressed this task.
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RESEARCH AGENDA PRIORITIES FOR PUBLIC PRICE AND INCGWE POLICY--A TASK FORCE VIEW*

| R G F Spltze and J D Shaffer**

';“IntroductiOnL Publlc agrlcultural pollcy has emerged 1n this natlon

‘from a w1de range of problems over a span of two centurles. ‘In early hlstory,
‘1nthe problems and hence the polrcles dealt w1th the structure and organlzatlon "I
of the agrlcultural sector, often referred to as developmental pollcy.v As a |
result magor pollcy thrusts have occurred relatlve to publlc land dlsposal
:and use, conservatlon of land resources; research about agrlcultural technole
ogy, educatlon of the rural populatlon, marketlng 1nst1tut10ns, and credlt fv

‘ for the’ agrlcultural producers and the1r serv1ce organlzatlons Of more recent
Ivv1ntage has been publlc pollcy concerned dlrectly w1th agrlcultural prlces and
11ncomes Slnce the 1n1t1at10n of such pollcy wlth the Agrlcultural Marketlng

’ has exlsted w1th 1mportant 1mp11cat10ns for farmers, consumers, taxpayers,h

the rural comnunlty, and agrlcultural bus1ness 1ndustry Furthermore, it has ak
’_1mportant llnkages w1th 1nternat10nal relatlons, the progress of developlng
economles monetary management and general welfare pollcy. | |

ThlS stream of publlc pollcy is a changlng, volatlle, and usually contro-

'vver31al one, Its economlc and polltlcal overtones are. strong If the

¥ Presented at the Amerlcan Agrlcultural Economlcs Assoclatlon Annual Meetlng, o
: Texas A & M Unlvers1ty, August 18 21, l97h AR SR '
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research enterprise is to serve in providing current, relevant, and useful

input into this public policyamaking stream, then its agenda must be set with

full awareness of the contemporary scene._ Thus,'thiS”paper'focuSes upon

those prlorlty research issues in the U.S. publlc prlce and income area.

- In the recent.past agricultural.economists have'tended.to concentrate
their attention on agricnltural (farm)-policy.i In the next decade we need
to develop the capa01ty to deal w1th an 1ntegrated food and agr1cultural '

policy. P01101eS of price control food dlstrlbutlon, general income redls-

trlbutlon and taxatlon relevant to the food sector, trade and foreign . affairs.

’ 1nvolv1ng food agrlcultural 1nputs, and industrlal and 1nst1tutlona1 struc-

 tures of the food”and agricultural syStems nust be‘integrated with»the

tradltlonal concerns about farm;productlon, p;;ces, and 1ncomes

Genes:.s -of Thls Report The research prlorlty 1dent1f1catlon and problem

statements set forth 1n thls paper are largely the product of a Land Grant
regional and U S D A research task force commlss1oned to develop research
gurdance in the publlc prlce and’lncomeApollcy‘area.

'Over a period'of'ahout a year,'thisvtask group indiridnally andvin sev-‘
“eral joint sessions reriewed.the current situation, eiiSting policies, and'
policy alternatives, using‘as resources the relevant literature, their own
research under way, and the conc1u81ons of the 1nd1v1dual partlclpants

After first 1nventory1ng some forty-two 1mportant research topics or

questlons, the'group then 1dent1f1ed thosehwhlch they v1ewed were of the

* North Central Region and USDA/ERS task group including W. W. Cochrane,
Un1vers1ty of Minnesota; Paul Farris, Purdue University; W, T. Manley, ERS;
James D, Shaffer, Michigan State University; R. G. F. Spltze University of
Illanls, and Francis Walker, Ohio State Unlver81ty, with additional pro-
fessional workers from the region and ERS contrlbutlng to the workshop .
study. : :



’Z”;hlghest research prlorlty. Those about whlch there was a substantlal consen- a

fsus are 1dent1f1ed and brlefly characterized 1n the follow1ng sectlon fA:

:'systematlc problem formulatlon and research outllne 1s not the purpose of L

e th1s paper'brather, it 1s to convey a composlte v1ew of a research agenda

from a group of researchers 1nvolved 1n thls pollcy area for 1nformat10n ‘
and further stlmulatlon of needed effort by the entlre profess1on

Settlng for Th1s Rev1ew Among the many partlclpants 1n publ1c pollcy-';»

"Nmaklng in our system, the econom1c research enterprlse 1s one v1tal llnk

u;.prov1d1ng dependable knowledge and serv1ng to translate knowledge emanatlng yt
'vfrom numerous sources 1nto fea51ble alternatlve pollcles To fac1lltate the
optlmum contrlbutlon from the research stream 1s the obJectlve of the 1dent1-
_iflcatlon of the prlorlty research 1ssues 1n thls paper. Among the many fac-
'tors 1nfluenc1ng the content of publlc pollcy, the ex1st1ng economlc s1tuat10nx
ﬂfls of partlcular 1mportance.' ThlS current settlng for prlce and 1ncome pollcyti
‘1s probably the most unlque that has ex1sted s1nce the 1mmed1ate post World
jWar II perlod Let us brlefly sketch it L X . «
| | Flrst the world 1s experlenclng widespread\food and flber shortages,i
t.hlgh raw farm product and consumer pr1ces, and numerous‘lnstances of dellb~
 erate market 1ntervent10n. Parts of th1s 31tuatlon can be attrlbuted confl-: o
:dently to unusual natural dlsasters, to altered 1nternatlonal monetary poll-,_ -
'fidcles, and r1s1ng lncomes of selected developed countrles; but a thorough ex—? '
N&tplanatlon rema1ns 1llu31ve.‘ | | b |
| ’ Second the U S as a maJor food and flber exporter has essentlally
'yellmlnated all publlc stocks of such raw products for the flrst t1me in- over_-
"two decades Th1s resulted largely from a dellberate pollcy of balanc1ng

p productlon w1th utlllzatlon and shlftlng from a prlce supportlng to a



e S
compensatory paYment approach. No deliberate pollcy of publlc stockplllng
or reserves is in. effect as 8@ replacement

Third, and ironically, the less end‘moreAdetelopedicountries were

ushered into the present period with oppos1ng food problems. The‘former
were experlenclng the increasing food productlon payoff of a green revolu-_
tion, which balanced against rising populatlon growth rates stlll

- left per‘caplta foodvavallablllty at a low or-nutrltlonally 1nadequate |
~level. ‘At the Same‘time the more developed countries;wereiunleashing
through‘technoloélcal advances a food prdduction potential nhich exceeded
their slowing populatlon growths w1th chronlc problems of surpluses, proe
duetion control and export subsullzatlon. ' : \ .

Fourth, the concerns of the nonfarm, food—consuminngectors of most
nations ere increasingly prominent in the governmental policy-making process.
This is due to a relative decline of agriculturel populstions, to the in-
creesed knowledge end'awareness of nutrition and health problems; and .to the
rlslng expectatlons of the mass of low 1ncome, 1nadequately fed citizens.

Fifth, 1n the U. S., strong food dlstrlbutlon as well as farmer-orlented
policy is comblnedAln single agrlcultural policy enactments. Likewise, their
administration falls in one executive department. o |

Sixth, the U;S; agricnltural price and income policj stream is approaching
another periodic‘cycle of major decision-making. With the four-year implemen-
tation of the 1973 Agriculture and Consumer Protection Act nearing the‘halfway
mark, a period for thorough reflective eveluation and a fertile environment
for research payoff in the‘next round of public policybdecision-making;is at
hand. | |

Those research problem areas'with the highest priority, as Viened by

this research task force, are now summarized.

\
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Research Priorities in Public Price andvIncome»Policy

Gauglng Current Supply and Demand Forces for Agrlcultural Products. In

the presence of the recent dramatlc changes 1n agrlcultural product prlces
and trade flows, the economlc, polltlcal s001al and phys1cal forces cur-
rently affectlng the demand and supply of food and flber need to be 1dent1-v
 fied and measured as preclsely as data w1ll.perm1t ThlS analys1s is need-v
- ed for both the Unlted States and for maJor areas of the world | A‘concep—
‘tual framework is needed to‘put these forces 1nto better perspectlve fFor
example, 1t is 1mportant to dlstlngulsh between trends and dev1at10ns
from trends,vor between permanent and temporary relatlonshlps. With the
grow1ng 1mportance of purchased 1nputs, like petroleum-based products, an
adequate analy31s would also encompass progectlons of thelr supply and price.
Intelllgence is needed on whether current food scarc1ty or a contlnuatlon
- of an earller surplus condltlon is the llkely dlrectlon for the future

The 1mpllcatlons of worldw1de monetary 1nflat10n for supply, demand
and trade of agrlcultural products need thorough 1nvest1gat10n Monetary B
tlnflatlon affects the extent and location’ of graln reserves It dlstorts
vthe pattern of relatlve prlces and undermlnes the capac1ty of the prlce
system to prov1de 31gnals to producers and consumers con51stent w1th an
efflclent allocatlon and use of products and resources, further ampllfylng
effects of market structure dlfferences
| The 1mpact on allocatlve eff1c1ency seems to be greatest durlng the
"perlod when the economy is adgustlng to the new hlgher level of aggregate _'
money demand. Once the adaustments have been made, assumlng addltlona%
inflationary.1ncrements;;n money»demand are not forthcomlng? relative prlces

again tend to‘reflect the underlying "real”:conditions influencing supplies
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“and demands; The 1nfluences operating on u. S farm export demand via the
components in the balance of payments ‘and exchange rates‘of other countries
should be analyzed 1n an effort to 1mprove the ba31s for predicting the
future level of export demand which now has become a hlghly 1mportant deter-
minant of the domestic price level for farm products._ |

Operational pro;ections could 1nc1ude: (1) estimating the require-v

' ments for food and'fiber commodities based on exogenously determined pro-
jections of per'capita consumption, net trade, and population;’(Z) esti-

mating substitution potentiais among alternative sources of protein, e.g.,
grain vs, livestock, under different conditions; (3) estimating probable
supply responses of major commodities under selected conditions of techno--
logy, factor avallabillty, and prices, (4) estimating alternative patterns |
of distributlon of the supply among consuming areas, in view of historical'
trends in the distribution of commodity production, adgusted for current

supply, demand, and trade.

Evaluating Need and Developing Alternative Models for Grain Reserve

Stocks--World and/or U. S There is much concern both in the U.S. and among

international organlzations about the low level of food grain stocks. Parti-
cular attention 1s given to the recent low levels of U.S. grain and soybean
reserves. During the 1950's, stocks were accumulated as a byproduct of the
price support programs. The accumulated stocks were drawn upon during the
Korean conflict, the unusual world need in 1966 and by the corn blight and
.foreign demand during the early 1970' Current production was more nearly .
balanced by means of workable pollcy w1th utilization in the 1960' By

the end of the 1973 crop year wheat and rice stocks were‘below 10 percent of

1973 utilization and feed‘grain stocks will not be much better. Soybean



. o
'l'stocks are expected to be up after the tight s1tuatlon a year earller. Be;
cause of these low stock levels, there is renewed 1nterest in establlshlng |
new natlonal and/or 1nternat10nal pollcy on reserve stocks | |
Probable obJectlves of an adequate gra1n reserve program would be to:
(l) prov1de worklng stocks' (2) reduce danger of food shortages both for the
U.S. and world (3) help malntaln commerclal exports-—l e., a dependable |
| —and steady supply, (h) help stab111ze farmers' incomes and the general econ-
Omy; (5) ralse'therlevel of farm prlce and‘1nc0me”alongﬁw1th productlon |
radjustmeht; and‘(6).assist.grOWth of&underdeveloped'areas'ofvthe3world'(LDC;s),'
_'Any“analys‘is of 'r'eServe stocks ‘should‘im'pli'citlv or';expiic'itly include |
four}conponents: '(a)-the overall objectives’to?be'achieved, kb)tthe'types |
~of storage rulesrthat Will.he used to achieve the'objective, (c)'the speci~-
: flcatlon of the market condltlons, e. g., supply, demand the role of govern-v;
-ment etc., and (d) a method for evaluatlng the effectlveness of storage
vrules 1n achlev1ng‘Spec1f1c obaectlves. b |
Among the speclflc questlons on whlch the research would focus are
(l) The,est;matlons of the aggregate world stock_requlred to holdrlnter-j
natibnal‘grain‘prices vithin:avdefined range underlan assumed degree ofrran-ﬂ
A'.dom fluctuatlons in world graln productlon (2) The'estimationAOf the size
of graln stocks,.and compos1tlon of stocks that individual countrles mlght
. hold under varlous condltlons (e g., of size of populatlon, per caplta in-
come, volume of forelgn trade) (3) The formulatlon of 1nternat10nal con-
ventlons requlred 1n the governance of 1nd1v1dual stock programs to render
.‘them'effectlve. (h) The estlmatlon of program costs to 1nd1v1dual countrlesr
of thevprogram magnltudes-and-operatlons descrlbed rn‘p01nts 1,72 and -3 .

. above.,



8-

In summary, much dlscu831on is belng generated now in the profess1onal ,

o llterature, popular medla, Congress, and in the form of. proposals concern-

1ng graln reserve programs Therefore, it is very urgent that we economlsts

attempt to shed some llght in regard to the economlc aspects of a graln
reserve program. ' A perusal of llterature 1nd1cates that 1ndeed very

llttle research has been conducted on the toplc of graln reserves

Identifying Policy Decisions and Research Needs Implied in the 1973 -

Agrieulturaland.ConSumer Protection Act. The 1973;Agriculture and Consumer
Protection Acttembodies’the current,compromiseichoices by the poliCy-making
body polltlc concernlng the tradltlonal agrlcultural prlce and 1ncome pro-

blems as well as domestlc ‘and forelgn food dlstrlbutlon and. some conserva- -

tlon problems. As such it symbollzes both what this polltlc percelves as -

.true, whether 1n fact so or not, and what 1t prefers to be done by our fu

government about the many facets of the s1tuat10n Thus, the research

enterprlse is challenged to seek useful 1ns1ghts 1nto (l) the accuracy of

~ some of the 1mp11c1t "truths" (2) the meanlng of the actlons embodled

1n the Act and the dec1s10ns-st1ll left open for dlscretlonarykprogrammlng

,bytthe administering authority; (3) reliable relationships between‘various

"_prov1sos of the 1973 Act e. g., loan level, payment rate, target prlce, B

set-aside requlrements, dlver81on payments, treasury costs, productlon

'control capability, consumer food prlces, and farmer income levels; (M)

,effects of alternatlve land retirement procedures upon primary policy conse- .

quences, (5) an effectlve evaluatlng process of on-g01ng pOllCleS, and (6)
the alternatlves and consequences which should contlnually'be kept_before‘
the policy-making public as definitive economic information'is accumulated

for the next major pOlicyamaking period of 1977; (7) cost studies mandated
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by the Act and implications'of~the new:cost—of-production“adjustment

Analyz1ng Alternatlve Food and Agrlcultural POllCleS for the Future.

The current 1973 agrlcultural prlce -and -income leglslatlon for the U.S. ter-
) mlnates in 1977 and a new cycle of magor pollcy-maklng w1ll be 1n1t1ated well
in advance of thls crossroads.' It prov1des a useful perlod for careful re-
'V1ew of’past pollcy, the present s1tuat10n and trends, andvalternatlve future_
pollcy d1rectlons. Futurehpolicyvis besetvwlth the’uncertaintybof whethert
‘the years ahead portend chronlc food shortages or 1nterm1ttent pockets of .
surplus and scarclty. Varlous goals flgure in an adequate pollcy review:
vmax1mlzlng trade cons1stent w1th comparatlve advantage, stablllzlng farm
product»prlces and supply, 1mprov1ng farm 1ncome,'m1n1m1z1ng food costs
whlle 1mprov1ng nutrltlonal quallty, and furtherlng the development of all
natlons | | "
‘ leen the population growth and uneven agriculturaldoutput pOllCleS
may be needed to greatly increase the product1v1ty of avallable agrlcultural
. ‘resources. Plannlng for emergency s1tuat10ns of 1ncreased productlon, ex-
pandlng the utlllty of food supplles, or more equltable d1str1but1on should
be done w1th sufflclent lead time. An obv1ous research need is tovevaluate'
‘the'consequences of alternatire meansvof utilizing gralns through livestock
or dlrectly as human food Ratlonlng and prlce control programs would also
need to be examined in the context of world~w1de scarc1ty and 1nflat10n.v
X -Managlng supplles of agrlculturalvproducts may well cont;nue‘to be a‘
problem in the futuredand researchishouldvkeep’the'alternatives clearly defined.
" The major meais of“suppl& management in the past has beenvthe price4suppOrt-
, storage programs,‘acreage control and marketlng quotas Other means.are_i

managlng the 1nputs of factors such as fertlllzer labor, and credlt
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Alternative institutions for production and distribution ef food products
‘should be studied. These might ~include publicly supported systems of forward
deliverabie contracts, publicly superviéed'efforts te extend coeperativee,
bargainiqg aseociations; collective action, vertical»coerdination, aﬁd the
exploratien'of new avenues for equity control--all directed at the agricul-
~tural producers.

Evaluation is also needed about various institubional arrengements in
the internatioﬁal arena, such’as Marketing Boerds, Internationai Commodity
Agreements, State Trading, etc. Countries which are deficit producers of
food have an interest in aesured supplies of food froﬁ’countriesrwhich are
normally sﬁrblus producers. The exportihg cogntry is similarly interested
in having an assured market for its surplus production. _These interests
could lead to negotiated agreements handled by state trading boards or by
private inte'reéts. It is likely fhat the federal govermments will play a
sizable role in either case and improved understanding of techniques and
results is needed. |

Understanding Public Policy-Making in the U.S. Public policy seems

’increasingly important to the functioning and welfere.of'the agricultural
sectors of contemperary economies. As a result, normative issues are
continuaily faced by the researcher along with the usual qﬁestions of
positivism, reliable predicfion, quantification, and accurate identificafion.
At the same time, students of policy are gleaning from political seience,
loglc, and fundamental phllosophy clearer glimpses of problem formulatlon

in a systematic sense--i.e., alternative theorles, their content, conse-~
quences, and strengths/weaknesses.r Since this theoretical underpinning is
“likely to affect the work of the policy researcher, it'seems desirable that
attentlon be dlrected at the alternative theorles-processes of public pollcy '

formulatlon and 1mp11cat10ns for policy research and development



-11-

Informatlon is needed about.the concerns and obJectlves of groups that
are. 1nfluent1al in the food and agrlcultural pollcydmaklng process Bv
perlodlc surveys of the leadershlp of organlzed 1nterest groups, data’could
"~ be generated about thelr current and future concerns and goals as well as
the welghts of each as related to such pollcy This could prov1de a ba81s
for improving the selectlon of the most relevant problems for analysis by v
'pollcy researchers. The data also would be useful in analyzlng'the problems
growing out of goal'conflicts among organized interest groups. Such inter-
disciplinary‘research effort might lnvolve poliCyeoriented agricultural
economists,.political scientists, and sociologists : L

The varlous roles of the economlst in publlc pollcy-maklng should be
more clearly 1dent1f1ed and enunclated Wlth questlons constantly on the
natlonal agenda related to agricultural prlces and 1ncomes, quallty of the
- rural env1ronment and consumer food costs, profe381onal economlsts are
1ncrea81ngly drawn into pollcy—maklng in both the publlc and prlvate sectors.
Yet, thelr roles are unclear Study and clarlflcatlon 1s needed of the
alternatlve roles economists do play and/or should play in the pollcy arena.
It could 1dent1fy the kinds of performance assoclated w1th each role, the
llkely conseguences, and ultlmate contrlbutlon to pollcy development 1n»a
'democratic chietv. |

| | A Postscript d

This task force‘ls‘continuing its efforts toward"an‘improved specifi-

catlon and approprlate communication of the prlorlty research problems in

the publlc agrlcultural and food pollcy area,



