Chapter 16
Agriculture and the Environment

Introduction

· Dual causality: Agricultural production diminishes environmental health and poor environmental health reduces agricultural productivity.
· Historical perspective: Save the Soil, save agriculture from itself
· Currently: Environmental consequences of agriculture monitored 
-water quality


-habitat


-biodiversity
How does environmental quality affect agriculture?
· Decreased Productivity, shift supply curve in

· Effects on substitute markets
-i.e. Soybean Market (436) and other grains

-Reduction in Consumer and Producer Surplus (soybean)

-Increase in Consumer and Producer Surplus (substitute)

· Pollution always hurts consumers, but not always producers
· Global Warming 
-Positive and Negative Effects

How does agriculture effect the environment?
· Point Sources vs. Nonpoint Sources 
· Soil Erosion (internal and external)

-Productivity decreased and water quality affected

· Agriculture, Habitat, and Biodiversity

· Agriculture and Greenhouse Gases

Market Failures

1. Imperfect Information

2. Constrained Optimization

a. Short run valued more than long run

Market Failures in Developing Countries

1. Information Transfer

2. Population pressures (cultivation of marginal land)

3. Access to Financial Institutions

4. Access to Government Welfare Programs

Agriculture and Public Policy

· Possible Policies
-Command and Control Techniques 

-Research and Development

· Price-Supported Industry (Figure 16.3)
-Two Forms


-Purchased-Base Price Support, government buys surplus 

-Quantity-Based Price Support, government pays to not cultivate 

-Price-Support with Reality of Pollution 


-Losses with Purchase-Based (Figure 16.4)

-Losses with Quantity-Base (Figure 16.5)

· Income Support Industry (Figure 16.6)
· Past and Currently Employed Policies
-Hammond Bennett (1928)

-Soil Conservation Service of the U.S. Department of Agriculture (1935)

-Conservation Reserve Program

-Wetlands Reserve Program, “no net loss”
-1996 Farm Bill

-Chesapeake Bay Agreement
A Comprehensive Set of Environmental Policies for Agriculture

· Goals for Environmental Policy
1) Seek to Discourage Erosion and its On-Site and Off-Site Impact
2) Discourage Excessive Use of Fertilizers and Pestisides
3) Increase Food Safety
4) Restore Marginal Farmland to Natural Habitat and Protect Existing Habitat
5) Ensure Adequacy of Food Supply
6) Ensure Well-Being of Consumers
7) Ensure Profitability of the Farmers
· Fertilizer and Pesticide Taxes
-Encourage Integrated Pest Management 

-Increase Food Safety

-No Encouragement of the Full Range of Pollution-Mitigating Applications

· Promoting “Green” Framing Methods
-Reduce Soil erosion and the Need for Fertilizer and Pesticide Inputs

-Education
-Command and Control and Economic Incentives Needed
· Adequately Priced Water
-Water in Irrigation

-Farmers should pay full social cost
· Protecting Habitat and Biodiversity

-Farmers use Clearing Methods
-Direct Control or Economic Incentives
