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INTRODUCTION

A quick scan of the headlines of any major newspaper will demon-
strate the varied international and domestic problems facing United States
policy-makers. The war on terror, the uncertain future of oil supplies
and their subsequent price, international trade policy and trade imbal-
ances, and the national budget deficit are only a few of the important issues
policy-makers must address. All of these concerns arguably have an envi-
ronmental impact, but it is in connection with agricultural price supports
where that environmental impact is less obvious, even tangential. This
impact is intertwined with other resource-use questions, but the pro-
longed failure of price supports to achieve their suggested goals' should
require American policy-makers to examine whether continuing price
supports is worth the cost to taxpayers, to America’s reputation as a
world leader in trade and to the environment.

Farm subsidies come in all shapes and sizes, including payments
made directly to farmers without respect to the amount they produce,
loans guaranteed by the government, payments for leaving land unpro-
ductive, and price guarantees for particular commodities paid to farmers
by the government.? These different subsidies have been grouped into
“boxes” by the World Trade Organization (“WTQ”), according to the
degree to which they potentially distort trade.? Price supports, which for
the purpose of this Note will include all agricultural subsidies that dis-
tort prices, are considered to be the worst kind of farm subsidy.*
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of Washington in 2004. The author would like to thank the editorial staff for their efforts
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For the last seventy-five years, the United States has employed
price supports for certain agricultural products, including wheat, cotton,
corn, milk and rice.’ Lobbyists and politicians have consistently asserted
that these price supports are necessary in order to protect various American
interests, including national security,® the family farm and the values it
represents,” and America’s competitive position in the global market.®
Such interests may have been valid reasons for price supports when they
were first established during the early 1930s,° but today they would be
more appropriately asserted as reasons for ending price supports.*®

Price supports are at odds with American trade policy. They injure
the competitive ability of domestic and international farmers by unfairly
and unnecessarily distorting commodity prices.'’ In addition to support-
ing the price of domestic agricultural products, the United States gives
millions of dollars in foreign aid to feed the farmers in countries where
our domestic subsidies make farming unprofitable.'* Domestic price sup-
ports focus the agricultural might of the United States on growing crops
for a guaranteed price. The government should instead be pushing the
agricultural sector into producing profitable and innovative crops which
require no price supports. The latter approach would contribute to ending
the nation’s dependence on foreign oil while simultaneously curtailing
the conspicuous pollution encouraged by price supported crops. Once
agricultural concerns are cut off from the pap'® of price supports, farmers
will be forced to innovate.'* Agricultural projects can supply profitability,
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while at the same time providing answers to some of the concerns facing
the United States.'

Dependence on foreign oil is on many drivers’ minds.*® Many agri-
culturally-based fuels, including ethanol and biodiesel, can help alleviate
that concern.!” Price-supported cotton, which requires the most aggressive
pesticide protection of any crop, could be replaced by organic cotton,'® or
if pending legislation passes, by industrial hemp, both which require little
or no pesticide.’

Continuing price supports will hurt U.S. farmers® and further
injure the land upon which farmers rely for their future prosperity.?! The
public at large has been sold a “bill of goods”** which asserts that farmers
cannot survive without price supports, and that therefore the United States
cannot survive without price supports.”® This argument fails to recognize
the real result of price supports and, more importantly, it fails to recog-
nize the ingenuity and productivity that is responsible for making U.S.
agriculture the global powerhouse®* that it is.?” Instead of encouraging
farmers to grow unprofitable crops through price supports, the United
States should embark on a journey to re-empower the agricultural sector
by incentivizing crops that not only provide answers to some of the most
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pressing concerns facing the country, but that do so in an environmen-
tally sound way.*

Part I of this Note examines the history of price supports in the
United States from before the Great Depression to the present WTO agree-
ments concerning agricultural subsidies. Part II examines the failures
of agricultural price supports, including the failure to protect the myth-
ical, if not merely misrepresented, family farmer, the counterproductive
effects of farm subsidies on global trade agreements, and the inevitably
detrimental environmental consequences of price supports. Part III ex-
amines three alternatives to subsidized crops, the societal and environ-
mental benefits of those alternatives, and the obstacles farmers face
when trying to profitably grow them. Finally, this Note will argue for the
need to embrace the American farmers’ ingenuity as a vital part of our
national character, and the parallel need to discard the myth that these
farmers will suffer terribly without price supports.

I THE HISTORY OF UNITED STATES AGRICULTURAL PRICE
SUPPORTS

A. Before the Agricultural Marketing Act

In order to understand United States agricultural price support
programs, it is necessary to understand their origins in terms of the how
the policies were formed, the rationales for price supports, and the various
government tools that have been used to protect farmers from uncontrol-
lable price fluctuations. “USDA commodity and price support programs
represent the heart of U.S. farm policy, by virtue of their longevity—they
have existed since the early 1930s ... .”*’

Farmers are at the mercy of forces beyond their control. The
weather conditions, both mundane and disastrous, the level of demand
in the market for their products, and the level of technology being em-
ployed by other farmers are all factors that farmers cannot control.?® Before
the Sherman Antitrust Act,” farmers were also at another disadvantage.

% See infra Part II1.

%I GEOFFREY S. BECKER, CONG. RES. SERV., ORDER CODE RS20848, FARM COMMODITY
PROGRAMS: A SHORT PRIMER 1 (2002), available at http://ncseonline.org/nle/crsreports/
RS20848.pdf.

28 1. S.INFO. AGENCY, FROM REVOLUTION TO RECONSTRUCTION: AN OUTLINE OF AMERICAN HISTO-
RY, at ch. 6(6) (1990), http://odur.let.rug.nl/~usa/H/1990/ ch6_p6.htm [hereinafter REVOLUTION].
2 Sherman Anti-trust Act of 1890, 15 U.S.C. §§ 1-7 (2006).
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While they sold their products at competitive market prices, they bought
their supplies and equipment from industries that were protected by
trusts.® These challenges often put farmers in impossible situations. When
prices were high, they borrowed against land and crops in order to invest
in more land and better technology. When prices fell abruptly, farmers
then faced large debts with little hope of repayment. “[E]ffort[s] to
organize farmers to control production or withhold commodities from the
market was one of the central themes of agricultural history from the
1890s to the 1930s. It was, however, a story of frustration . .. .”!

During World War I, farmers benefitted from increased foreign
demand for their products.* Following the war, the credit position of the
United States reversed from billion dollar debtor to billion dollar credi-
tor.*® This reversal changed ready foreign consumers into price competi-
tors due to the end of their preoccupation with war and the need to sustain
national economies under the burden of massive debt.?* This change was
partially responsible for the sharp decrease in demand for American agri-
cultural products.” Once again, farmers faced the down side of their eco-
nomic cycle.*

Throughout the 1910-20s, farm interests were addressed through
different approaches. The problems facing farmers included a generally
weak bargaining position, increased foreign competition, surplus produc-
tion, and the farmers’inability to shield themselves from general market
instability.?” President Wilson sought to “partner” with farmers to fill in
the administrative gaps that farmers were unable to fill themselves.*®
President Harding continued this approach, granting the Department of
Agriculture more power and “exempt[ing] agricultural cooperatives from
anti-trust statutes with the Capper-Volstead Act.”® Despite these attempts
farmers still bore the same risks.*

% REVOLUTION, supra note 28.

3 HAMILTON, supra note 7, at 5.

% Id. at 10. See also U-S-History.com, The Coolidge Administration: McNary-Haugen
Farm Relief Bill 1924-1928, http://www.u-s-history.com/pages/h1439.html (last visited
Dec. 1, 2006).
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3 Id.

® Id.

% Id. at 10.

5 1d. at 24.

% Id. at 17-18.

% Id. at 19; see also Capper-Volstead Act of 1922, 7 U.S.C. §§ 291, 292 (2006).

‘0 HAMILTON, supra note 7, at 19.



188 WM. & MARY ENVTL. L. & PoL’Y REV. [Vol. 31:183

These voluntary programs created free-rider'' problems.*”” As
farmers sought to collectively dictate prices, non-participating farmers
benefitted from the price stability without having to obey any of the rules
agreed to by the collective of farmers.*® This created negative incentives
for farmers to over-produce and to remain outside the collectives.*

The McNary-Haugen Farm Relief Bill was a proposal that sought
mandatory participation by farmers in these collectives.*’ It gained ex-
tensive support, but could not get past the vetoes of President Coolidge,*®
who “pointed to looming evils of price-fixing and a swelling bureaucracy.”’
This Bill continued to be an issue in the election of 1928,*® which Herbert
Hoover won by a wide margin.

B. The Agricultural Marketing Act & Its Descendants: The
Beginning of Subsidies

At the beginning of his presidency in 1929, Herbert Hoover sought
to put agricultural interests on the same footing as industrial interests
by organizing farmers into federally sponsored and coordinated commod-
ity cooperatives.*” To accomplish this goal, he initiated a special session
of Congress to enact the Agricultural Marketing Act,’® which created the
Federal Farm Board (“FFB”).”' The purpose of the FFB was to loan money
“when needed” to the various farm cooperatives."”

These cooperatives were still voluntary in nature and carried the
same free-rider problems, but they were made potentially more attractive
by the availability of federal loans.?® This tested volunteer adherence to
the farm production controls, and ultimately failed.”

1 See generally Russell Hardin, The Free Rider Problem, in THE STANFORD ENCYCLOPEDIA
OF PHILOSOPHY (Edward N. Zalta ed. 2003), http://plato.stanford.edu/archives/sum2003/
entries/free-rider/.
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The Great Depression brought steadily declining prices and forced
the FFB to grant a series of price support measures for farmers.’® The
upheaval of the Great Depression severely hampered the ability of the
FFB to create effective cooperatives, and simultaneously obscured the
effects of free riders on the system.

After Franklin Roosevelt was elected President in 1932, the
Agricultural Marketing Act of 1929 was replaced by the Agricultural
Adjustment Act of 1933.5" This Act continued price supports and the
system of voluntary limits on production by farmers.” The fate of this
Act was the same as many other initial programs of the New Deal: it
was found unconstitutional by the Supreme Court.?® The federal govern-
ment tried again by enacting a mandatory system of quotas and price sup-
ports for corn, cotton, and wheat under the Agricultural Adjustment Act
of 1938.%° This act was not overturned by the Supreme Court as Congress’s
power to regulate agriculture was assessed differently in Wickard v.
Filburn,®* allowing the new act to live on. The Agricultural Adjustment
Act of 1938 became the “default legislation”® should any future price
support program come to an end “without replacement . . . legislation.”®®

When Dwight D. Eisenhower became President in 1952, his
Administration attempted to find a middle ground between the factions
that wanted to remove both price supports and production limits, and those
who wanted to perpetuate the price support model.®* This compromise
garnered little support from either side, and failed to make any significant
change to the programs already in place.®

5 HAMILTON, supra note 7, at 1. These measures were not unlike the stop gap future farm
subsidy programs. See BECKER, supra note 27, at 5.

5 HAMILTON, supra note 7, at 147.

% Watson supra note 5, at 285; Agricultural Adjustment Act of 1933, 48 Stat. 31 (1933),
invalidated by United States v. Butler, 297 U.S. 1 (1936).

8 Watson, supra note 5, at 285.

% Butler, 297 U.S. at 78.

% Agricultural Adjustment Act, ch. 30, 52 Stat. 31 (1938) (codified at 7 U.S.C. §§601-05,
607-23). See also Watson, supra note 5, at 286.

61317 U.S. 111, 124-25 (1942).

% Watson, supra note 5, at 286.
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54 EDWARD L. SCHAPSMEIER & FREDERICK H. SCHAPSMEIER, EZRA TAFT BENSON AND THE
POLITICS OF AGRICULTURE: THE EISENHOWER YEARS, 1953-1961, at 91-96 (1975). See also
Anne B. W. Effland, U.S. Farm Policy: The First 200 Years, AGRIC. OUTLOOK, Mar. 2000,
at 21, 25, available at http://www.ers.usda.gov/publications/agoutlook/mar2000/a0269g.pdf.
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The Kennedy Administration ambitiously attempted to overhaul
the farm subsidy system.®® In an attempt to give farmers more real input
into the subsidy process, the new system would have created input com-
mittees comprised partially of farmers that were directed to create timely
subsidy proposals.’” The rationale for this system was similar to the
voluntary systems of the past.®® It was thought that giving farmers a
chance to participate in the decision-making process would encourage
more farmers to act according to collective interests.®® Increased partici-
pation, therefore, was thought to be the answer to lowering subsidies.™
This plan, entitled the Food and Agriculture Act of 1962, turned out to
be too ambitious for Congress to embrace, and was pared down to the
point that only wheat came under its control, and even then was not
accepted by farmers.” Following this failure, the Food and Agriculture
Act of 1965 was enacted, which created a program that exchanged sub-
sidies for voluntary acceptance of production limits.” Despite a continued
attempt to get the prices and supply of commodities under control, the
government never achieved this result.” This effort to craft a support
program that would protect farmers from the inconsistencies of a free
market system, and simultaneously create the potential for farmers to ben-
efit from that same system, could not stop prices from falling or farmers
from overproducing.”

No serious attempt was made to abandon this pattern of price
supports and quotas until the Reagan Administration’s Agriculture and
Food Act of 1981; this, too, failed to dismantle the system, and eventually
looked much like its predecessors, continuing price supports and quotas
through the end of the 1980s.”” By the midterm elections of 1994, momen-
tum had built for agricultural subsidy reform, resulting in the Federal

% Id.

5 Id. at 288.

% Id.

% Id.

" Id.

™ Food and Agriculture Act of 1962, 76 Stat. 605 (1962)(amended 1965).
"2 Watson, supra note 5, at 288.

" Id.; Food and Agriculture Act of 1965, 79 Stat. 1187 (1965)(codified as amended in
scattered sections of 7 U.S.C.).

™ Watson, supra note 5, at 289.
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"6 Agriculture and Food Act of 1981, 95 Stat. 1213 (1981)(amended 1985).
" Watson, supra note 5, at 290.
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Agriculture Improvement and Reform (“FAIR”) Act of 1996.™ This act
was to be the end of federal regulation of agriculture.” Unfortunately,
history repeated itself and this laudable goal never came to fruition.*
Agricultural prices fell unexpectedly near the end of the decade and
Congress came to the rescue in the usual manner, passing “emergency
appropriations” legislation.® This “became a common recurrence in each
year of the 1996 Farm Bill’s authorization,”® making the end of federal
regulation of agriculture appear just like its beginning.®

C. United States Commitment to the WTO

The World Trade Organization “is the only global international
organization dealing with the rules of trade between nations.” In pur-
suit of these rules, the WTO and its members have created and continue
to create agreements on various aspects of the international trade of goods
and services, including agricultural goods.®*

The WTO created a descriptive framework differentiating sub-
sidies that distort trade from those that do not.*® This framework cate-
gorized subsidies into different colored boxes, ranging from “red box,” or
forbidden subsidies, to “green box,” or allowed subsidies.?” Due to the
continuing nature of the WTO negotiations, agricultural subsidies were
given an altered framework. Within this altered framework, agriculture
has no red box; instead, it has an “amber box.”® Though not forbidden,
the amber box contains subsidies that WTO member nations are com-
mitted to reducing.® United States’ agricultural price supports are
clearly within the amber box.” By being a part of the WTO and its

8 Id.; Federal Agriculture Improvement and Reform Act of 1996, 110 Stat. 888 (1996)
(current version at 7. U.S.C. § 7201 (2006)).

" Watson, supra note 5, at 291.

80 Id. at 292.

8 Id.

8 Id. at 292-93.

8 Id.

84 World Trade Organization, What is the WTO?, http://www.wto.org/english/thewto_e/
whatis_e/whatis_e.htm (last visited Dec. 1, 2006).

% Id.; World Trade Organization, Legal Texts, http://www.wto.org/english/docs_e/legal_e/
legal_e.htm (last visited Dec. 1, 2006).

% Boxes, supra note 2.
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0 See id.
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agreements America has committed itself, on the international stage, to
reducing this kind of subsidy.” Yet, this is the domestic sector where
subsidies continue to increase.”

While the WTO has not created a trade utopia,” there are clear
benefits to global agreements on trade, including agricultural trade.”
“Freer trade” lowers prices on all goods.” It increases productivity and
fairness across economic sectors.”

According to Edward Gresser, Director of the Progressive Policy
Institute, the round of talks held in December of 2005 in Hong Kong
marked “a key juncture . . . in [WTO] trade negotiations.”” “Agricultural
reform is the political heart of the [talks], and the top priority of many
developing countries . . . .”"® Poorer nations contend that the agricultural
subsidies provided by rich counties, such as Japan, the United States and
members of the European Union, create a surplus of goods that artificially
lowers the price of certain agricultural products upon which they depend.*

One need only look south of the border to see some of the inter-
national consequences of United States agricultural subsidies. Because
of federal price supports, the price of corn exported to Mexico is much
less than the unsubsidized price of corn grown in Mexico.'” This pricing
advantage threatens to put many small Mexican farmers out of business.’™
Since 1994, United States corn exports to Mexico have tripled thanks in
substantial part to $10 billion in annual corn subsidies.'*

Increasing United States exports so consistently and substantially
appears beneficial, but at what cost? Mexican farmers stop farming when
it becomes unprofitable and must look for other work.'”® Therefore, U.S.

91 Press Release, World Trade Org., United States: September 2001 (Sept. 17, 2001),
http://www.wto.org/english/tratop_e/tpr_e/tp172_e.htm.

2 Id.

9 WORLD TRADE ORG., 10 BENEFITS OF THE WTO TRADING SYSTEM 1 (2003), http://www
.wto.org/english/res_e/doload_e/10b_e.pdf [hereinafter 10 BENEFITS].

o Id.

% Id.

% Id.

9 U.S. Interests in the WTO, supra note 24, at 1.

% Id. at 5.

9 Scott Kilman, Crop Forecasts Grow, Heralding a Steady Climb in Subsidy Spending,
WALL ST. J., Oct. 13, 2005, at A5.

100 Timothy A. Wise, Fields of Free Trade: Mexico’s Small Farmer in a Global Economy,
DOLLARS & SENSE, Nov.-Dec. 2003, at 14, 15.

101 Id

102 Ryipke, supra note 11, at 20.

103 Id
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commodity surpluses may be driving the poor in Mexico across the United
States border to pursue their livelihood.

It is not just close neighbors that feel the effects of generous United
States farm subsidies. Africa, where “more than two million households
depend directly on [cotton] for their livelihoods,”*"* also suffers from the
market distorting effects of United States farm assistance.'® “The global
price of cotton is 20% lower than it would be without United States sub-
sidies, according to an analysis by the International Cotton Advisory Com-
mittee.”**® This price distortion marginalizes the efforts of African farmers
who desperately want to be a part of the global economy.'*” At the same
time United States subsidies were making African farmers uncompetitive,
over $3 billion American tax dollars went to aid African nations in 2003.1%
The United States subsidizes domestic farmers to the point of having to pay
to feed foreign farmers, who without the subsidies would have been able to
feed themselves. America’s domestic farm subsidies inflate the price of
agricultural commodities but also increase the cost of international aid.
Both of these costs are paid by American taxpayers.

The United States is not the largest subsidizer of domestic agri-
cultural products, either in total agricultural subsidies or as a percentage
of gross domestic product.'® If the United States can convince the other
subsidizing countries to cut or eliminate their subsidies, American farmers
stand to gain substantially.''® This is in part because many American agri-
cultural products do not qualify for domestic subsidies,''" and because
American farmers are “exceptionally efficient.”'*?

The truth is that most U.S. farmers do not receive government
subsidy payments.'® Producers of just five agricultural products (corn,
cotton, soybeans, rice and wheat) receive over ninety percent of U.S. farm
subsidies.'* As of 2002, David Rockefeller, Bob Dole, former Enron CEO

104 Id

105 Id

106 Id

107 Id

198 Greenbook, supra note 12.

109 Id

110 Id

1 Cook, supra note 23.

12 J.8. Interests in the WTO, supra note 24, at 4.

113 Cook, supranote 23. See also Brian Riedl, Still at the Federal Trough: Farm Subsidies
for the Rich and Famous Shattered Records in 2001 (Apr. 30, 2002), http://www.heritage
.org/Research/Agriculture/BG1542.cfm [hereinafter Riedl, Still at the Federal Trough].
114 Riedl, Still at the Federal Trough, supra note 113.
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Ken Lay, Ted Turner and Scottie Pippen all received subsidy payments.'"’

These are multimillionaires getting a little help with their farms. It took
over seventy years for the U.S. to turn a misguided effort to help farmers
and transform it into a system that pays millionaires not to farm and simul-
taneously forces poor farmers to go looking for a handout. The intellectual
disconnect is astounding and adds strength to the assertion that agricul-
tural subsidies are no longer necessary.

II. THE GOALS AND FAILURES OF AGRICULTURAL PRICE SUPPORTS
IN THE UNITED STATES

Throughout its development and growth, the United States’ agri-
cultural price support programs have had some important and ambitious
goals. America needs to protect the “family farm” and the values it rep-
resents.'® We risk losing this vital part of America because farmers seem
unable to cooperate in order to garner the best prices for their goods.'"”
The Agricultural Marketing Act of 1929 sought to support a framework
in which farmers could bargain for prices as a body, instead of competing
with each other and driving down prices."® Protecting these values would
also protect American economic interests by enabling domestic farmers
to better compete with foreign farmers in international markets.'*? Along
this same line, supporting agriculture is sometimes thought to bolster na-
tional security.'® America’s place in the world has changed dramatically
since the inception of price supports and so have the demographics of its
farmers. These changes turn reasons formerly in support of price supports
on their heads and now provide credible arguments for ending them.

A. The Family Farm and Collective Bargaining Power

Originally the price support system was intended to protect “a
‘cornerstone of [American] social structure and the bulwark of [American]
national institutions” namely the “family farm.”**! During the depression
era, farming families represented a substantial part of the population,

15 Id. tbl.2.

116 HAMILTON, supra note 7, at 20.
117 Id

U8 Id. at 47.

19 Effland, supra note 64, at 23.
120 HAMILTON, supra note 7, at 26.
121 Id. at 20.
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so protecting an agricultural price value simultaneously sought to protect
real people. Protecting that hallowed institution of Americana has con-
tinued to be a justification for price subsidies, even as the circumstances
in the country have changed dramatically. In the 1930s, twenty-five percent
of America’s population lived and worked on farms.'** As of 2001, less than
two percent of the American population were farm residents.'?*

At minimum, the price support system has failed to protect the
number of family farms. The truth is that most subsidies do not go to
family farmers;'** small family farms receive almost no farm subsidies
because “[t]hey grow the wrong crops.”**® These farms just do not qualify.
The rationale that price supports protect family farms and their values
is simply political rhetoric.'*®

Subsidies support the agricultural sector, but this support is no
longer equivalent to concern for the family farm. Eight percent of farms
generate seventy-two percent of farm revenue.'?’ Price supports are simply
federal welfare for large agribusiness concerns.'®® During 1996-1998 the
average farmer receiving any subsidy received $1200.'* Those agricul-
tural organizations which benefitted the most from subsidies were the
largest farmers. They comprised only ten percent of farmers but gar-
nered seventy-two percent of total subsidies.'® Further evidence of just
how select a group receives the bulk of the subsidies comes from the
Environmental Working Group’s congressional district analysis which
shows the congressional districts that receive the most agricultural aid.'®
Between 1995 and 2004, twenty-two federal districts out of a total 435,
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or five percent, received more than half the total of federal agricultural
subsidies, for a total of $69 billion.'*

The need to enable farmers to bargain collectively has also become
far less imperative. The vast majority of agricultural products are pro-
duced by less than ten percent of the farms.'*® Price support programs
have achieved the collective bargaining effect by encouraging farmers to
consolidate into large agribusiness.'®* Large agribusinesses do not need
help bargaining.'* They are powerful organizations that exercise their
power and walk off with millions of American tax dollars.®

B. Protecting International Economic Interests and National
Security

Protecting the United States’ economy is important and has been
used as a reason to continue price supports. “[T]he economic health of
farmers has become increasingly tied” to international markets.'” The
American farmer counts on exporting a substantial amount of produce.'*
If the United States continues to support the price of its agricultural prod-
ucts our trade partners will likely retaliate with their own price supports.'*
This is the kind of escalation that raises food prices unnecessarily,*’ and
stands in opposition to the trade policies that the United States has em-
braced as a member of the WTO.*! When these programs began, there
existed a perception that stabilizing food and fiber prices was necessary
to ensure enough supply at affordable prices.'** In a world of multilateral
agreements, such as the WTO accords, continuing subsidies put the in-
ternational markets that domestic farmers count on at risk.**?
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Legislators often indicate that agricultural price supports in-
crease national security.'** While prices of agricultural products have
never been more stable, America spends millions to inflate agricultural
prices instead of spending money to increase the security of the nation’s
cities.'” Therefore, a policy of price supports runs counter to national
security interests.*®

I11. INTRODUCTION TO AGRICULTURAL ALTERNATIVES TO SUBSIDIES

Price supports for agricultural commodities fail to achieve the goals
asserted to justify them.'"” While saving the twenty-three billion dollars
that will be spent on subsidies in 2006 alone'*® might be reason enough for
some to demand the end of farm subsidies, more than just fiscal concerns
support that case. Price supports hurt America’s negotiating position in
WTO talks, not only for agricultural products but for all exported
products.'*® In addition, price supports encourage over-production.’® For
some commodities, this encourages environmentally dangerous levels of
fertilization and pesticide use.'” Finally, price supports encourage farmers
to stay with low risk crops whose prices are guaranteed instead of
innovating'® towards crops that are both profitable and more environ-
mentally sound.’

This stifling of creativity leads to the most important assertion
of this Note. Ending agricultural price supports will not cripple America
or American farmers. There are numerous unsubsidized agricultural oppor-
tunities for American farmers that are more environmentally-friendly,
more profitable and address some of the concerns that price supports
claim but fail to address."*

Two of these opportunities exist with agriculturally-based alter-
native fuels. America currently depends on foreign imports for more than
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half of its 0il."”® Many groups, including environmentalists,'*® farmers,"”’
and automakers'®® are addressing the benefits of using agriculturally-
generated fuels. Ethanol, which is pure alcohol derived from plant sugars,'*
is already used in many states to add oxygen content and reduce carbon
emissions.'® Biodiesel is made through a process called transesterification,
where fuel is derived from agricultural fats.'®* Biodiesel can be used in
place of diesel fuel derived from oil.’*® Each of these opportunities has
different costs and benefits which will be addressed below.

Another potential option for farmers is industrial hemp. Indus-
trial hemp can be used to make biodiesel but has other beneficial uses.®?
Unfortunately, it brings with it greater legal obstacles than other agri-
cultural fuel sources.'®* Currently industrial hemp is illegal to grow in
the United States, but legal to import.'% Legalizing industrial hemp will
require a concerted effort demanding that Congress reclassify it as a
plant distinct from marijuana.’® In the balance are the need to control
illegal drugs and the potential benefits of legal industrial hemp as a crop.'®’
When critically analyzed, it is clear that industrial hemp is not a drug.
Its agricultural benefits demand its legalization.'®®

None of these products will save every farmer who now depends
on price supports. Together with many other unsubsidized agricultural
opportunities, these examples illustrate how price supports not only

1% Mark Clayton, Rising Call: Cut US Oil Imports, CHRISTIAN SCI. MONITOR, May 5,
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hold American farmers back, but also keep farmers from contributing to
solutions for America’s most pressing concerns.

A. Ethanol
1. The Potential Benefits

Greater use of ethanol as a fuel has many important benefits. It
could reduce American dependence on imported 0il.'* This would lower
America’s annual deficit and increase national security.'” Domestic refin-
eries of ethanol would create highly skilled jobs and provide a substantial
boost to the economy.'” Ethanol use can also improve public health and
protect the environment.'™

America is projected to import as much as sixty-eight percent of
its oil by the year 2010.'" The trade deficit related to these imports was
one hundred billion dollars in 2002 alone.'™ In addition to the cost of
simply importing oil, America must pay to protect oil at its sources'”
and while in transit to its final destination in America.'™ This does not
include the costs associated with local and global pollution created by
America’s heavy use of oil. These costs are only a part of the argument
for domestic alternative fuels.

Ethanolis already produced and refined domestically and the rates
of both production and refinement are steadily increasing.’”” Domestic pro-
duction provides jobs'’® and those jobs employ exponentially more people

169 See Brian Jennings, The Case for Ethanol (Nov. 11, 2005), http://www.forbes.com/
energyspecial/2005/11/15/energy-ethanol-commentary_cx_1116energy _jennings.html.
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172 CLEAN FUELS DEV. COAL., ETHANOL FACT BOOK 26 (2003), available at http://www.
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in support of that production.'”™ While ethanol alone cannot eliminate
American reliance on oil imports, it is an important part of reducing them.*®

Environmentally, ethanol’s use in blended automotive fuel reduces
both carbon monoxide and carbon dioxide emissions by nearly thirty per-
cent,'® reduces noxious fumes associated with gasoline burning, and lowers
the amount of particulate matter released into the atmosphere.'® The
use of ethanol reduced America’s total emission of greenhouse gases by
almost eight million tons in 2005.'%

Ethanol use is playing a large role in reducing the pollutive effects
of fossil fuel use. Ethanol production can also reduce another environ-
mental concern: animal waste. In Hereford, Texas, the 6,300 tons of animal
waste created daily by cattle cause serious environmental problems.'**
A new ethanol plant has agreed to burn that waste in order to power its
processing plant.'® The plant waste from the corn used to make ethanol
is suitable for cattle feed.'®® This ethanol plant will actually provide feed
for the cattle, and in turn use the waste of these cattle to power its plant.'®

2. Obstacles to Expanded Use of Ethanol

There are clear obstacles to wider use of ethanol. Many motorists
fear that ethanol would damage their cars.'® This fear is bolstered by
automobile manufacturers threats to void car warranties if motorists use
an ethanol mixture greater than ten percent in their cars.'® Cars travel
fewer miles per gallon with ethanol than they do with gasoline.'® Critics
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suggest that greater ethanol use is not a great environmental solution
and is, in fact, “an inefficient use of our nation’s resources.”'*!

Ethanol in its pure form is corrosive and often damages rubber
hoses and other plastic car parts, but the added cost of building a car
that can handle eighty-five percent ethanol fuel is about two hundred
dollars.'”™ While older cars will need modification if they are going to run
on fuel with a high ethanol content, updating cars for compliance with
changing federal fuel regulations is not new. When leaded fuel was banned
in 1995, many older cars used soft-metal engine valves.'® At the time of
the ban it was thought that some expense would be required to compen-
sate for the absence of lead and its deleterious effect on these soft-metal
valves.' This projected expense did not deter the ban'® and it should
not deter costs necessary to promote the greater use of ethanol.

Nearly every automaker in the world allows the use of ethanol,
or E-10, within their warranty.'?® The price of ethanol has been higher
than gasoline,'®’ but it will only become more competitive as world oil
supplies decrease.' The lower fuel efficiency of ethanol is not as straight-
forward a market problem as price per gallon, but the same logic applies.'*
It should be understood in terms of dollars per mile. As oil prices rise,
the dollar per mile cost of ethanol will become more competitive.?”

Lastly, the environmental risks of any agricultural program should
be carefully considered. Automobiles and their combustion-engine brethren
are some of the worst sources of air pollution.** Ethanol, when used in
these engines, eliminates most of that pollution.?”* The balance must be
struck between the clear environmental benefits and the speculative fears
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of increased ethanol use. These concerns have merit but should not stand
in the way of allowing farmers to contribute to America’s environment,
national security and trade relations by increasing ethanol production.

B. Biodiesel
1. Potential Benefits

Another potentially profitable and environmentally-beneficial agri-
cultural product is biodiesel.** Like diesel made from petroleum, biodiesel
is a heavier product than its alternative fuel cousin, ethanol.?** It is made
from the oily part of plants or animal bi-products.?*® It burns cleaner than
regular diesel, thus mitigating damage to the environment and providing
lower health risks to humans than petroleum-based diesel.?*® It can often
be made at a competitive cost to petroleum diesel and is far safer to store
due toits significantly lower flash point.?”’ Finally, biodiesel provides the
same benefits as ethanol to the American trade imbalance, and in the
same way, contributes to American national security.?®®

Biodiesel can be made from a wide variety of agricultural products.
These range from the ordinary soy bean®” to bizarre-sounding turkey
byproducts,?'® and even extend to include the currently illegal industrial
hemp.?"* This source diversity provides the potential for almost every
farmer to be a part of the biodiesel supply chain.?'?
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Biodiesel has a much lower impact on the environment than
petroleum-based diesel.**

The use of biodiesel in a conventional diesel engine results
in substantial reduction of unburned hydrocarbons, carbon
monoxide, and particulate matter compared to emissions
from diesel fuel. In addition, the exhaust emissions of sulfur
oxides and sulfates (major components of acid rain) from
biodiesel are essentially eliminated compared to diesel.***

Its use also reduces global warming due to seventy-eight percent lower
carbon dioxide emissions than petroleum-based diesel.?'® Biodiesel emis-
sions contain significantly fewer carcinogens, fifty percent less benzoanth-
recene, and seventy-five to eighty-five percent less polycyclic aromatic
hydrocarbons.?® The beneficial environmental and human health impact
of biodiesel is significant.

Additional benefits of biodiesel are its competitive cost and the
promotion of American trade and national security interests. When ultra-
low sulfur diesel became available across the United States in 2006,%""
the no-sulfur content in biodiesel made it very competitive as a component
in all diesel production.””® Biodiesel production can be done domestically,
thus reducing both dependence on foreign oil and our trade deficit due
to oil imports. A lower trade deficit puts America in a more certain position
in the world economy as the rate of our indebtedness slows.?!® Lowering
United States dependence on foreign oil would diminish the need to protect
resources abroad, and the attendant expenses.?*
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2. Obstacles to Biodiesel

America must overcome several hurdles before it achieves wide-
spread adoption of biodiesel technology, in particular, consumer concerns.?*!
These concerns include automotive warranty coverage, mechanical com-
patibility, and locating fuel.?*

As recently as March of 2005, Volkswagen extended automobile war-
ranties to cover use of up to five percent biodiesel.?*® This is in keeping with
the automaker’s recognition that environmentally safe fuels are important
to consumers.”** While this is not as good as a warranty of total use, it
is a step towards easing consumer concerns about their car warranties.

According the National Biodiesel Board (“NBB”), biodiesel can be
used in any diesel motor.”*® The NBB does warn that some minor modifi-
cations may be required, including initial monitoring of fuel filters, but
this in no way impairs the functionality of biodiesels in diesel engines.?*®
Locating this fuel can also be challenging for some consumers, due to its
limited national distribution.??’ The NBB provides a list of retail locations
on its website.”*®

C. Industrial Hemp
One of the many potential sources of biodiesel is industrial hemp.?*

In addition to being a fuel source, industrial hemp is widely used in the
health food industry** by a diverse cadre of manufacturers for synthesizing
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almost all product components derived from petroleum.?* It is also an
environmentally-friendly replacement fiber in textiles.?® The public
often confuses this agricultural product with the drug marijuana.?® A
likely explanation for this is that for drug enforcement purposes all vari-
eties of the cannabis sativa plant are indistinguishable, and thus illegal.***
This confusion is unwarranted due to the two plants’ plainly observable
trait differences and differing cultivation practices.?*” A long history of
government policy, which some allege is overt propaganda,®® has put
this product outside the basket of potential agricultural goods available
for American farm production. Many states have sought to legalize indus-
trial hemp®’ and, as recently as 2005, a bill was brought before Congress
in an attempt to distinguish industrial hemp from marijuana.*®

While industrial hemp is not without its critics and legal hurdles,
it has many benefits that, if fully recognized, could revitalize it as a part
of American agriculture.?® Combining potential profitability for farmers
in this unsubsidized crop,?*® its beneficial impact on the environment,**!
national security,?*? 243 §

and international trade,** industrial hemp brings
a package of valuable attributes rarely found in a single commodity.***
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1. Hemp as Fuel

Alternatives to petroleum-based fuels support both economic and
environmental interests of the United States.?*® Industrial hemp can be
an important source of American alternative fuel.?*® Before addressing
the legal obstacles to its implementation as a crop, this Note will discuss
its unique benefits.

Hemp can be grown everywhere in the United States, curtailing
or eliminating the need for oil imports and hedging against the drastic
market supply fluctuations that are common in the petroleum market.**’
The environmental impact of industrial hemp as a crop is significantly
lower than the impact of extracting petroleum.?*® The fuel derived from
industrial hemp is biodegradable, eliminating the disposal concerns created
by petroleum.?*® When industrial hemp is used as a substitute for petro-
leum based fuel, emissions are almost completely eliminated.*° As a fuel
source hemp brings a great deal to the table, and this creates an attrac-
tive option for farmers looking for a profitable direction to turn if crop
subsidies are ended.*!

2. Other Hemp Products

In addition to use as a fuel, hemp is used in a number of unusual
places such as organic and health foods, textiles and other non-fuel petro-
leum derivatives. Hemp seed oil is high in omega-3 fatty acids and is more
digestible than other plant sources.?” It is also a good plant source of
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protein.? These attributes are being touted in a host of food products
including protein powder,”* pretzels,*” food bars and milkshake mix.**

Food derived from an agricultural product seems quite natural,
but the potential for industrial hemp goes far beyond food and is already
being exploited today.?”” “[I|ndustrial hemp can be used to make paper,
clothing, rope, food products, biocomposite products that can replace fiber-
glass and plastics, biofuel to produce ethanol, and body-care products.”**®
Major auto makers Ford, Daimler/Chrysler, and BMW all use hemp in the
fabrication of automobile interior parts.?”® These products are expand-
ing the market for industrial hemp and until it is legalized in the United
States, American farmers can not reap the benefits of this expansion.?®

Textile production is another area where industrial hemp could
serve a number of functions in the interest of the United States. “Cotton
is the single best selling fiber in America today, outselling all man-made
fibers combined.”*®! Except for coffee, cotton requires more pesticide than
any other crop in the world.?®* The incentive to protect cotton with so much
pesticide could lie in the fact that cotton is one of the most subsidized
crops in America.?*® Subsidizing the most pollutive crop in America’s agri-
cultural arsenal is self destructive, but there is hope. These subsidies
have been ruled “illegal under existing trade rules” by the WTO.***
America should live up to its commitment to free trade and end these
illegal subsidies. This Note argues for an end to subsidies despite the
fact that the political will to end them is far from certain.?®
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“[H]emp could replace cotton.”?®® The technology for processing
hemp is less developed than cotton processing. But as the world market
for hemp increases, technologies like Crailar®,**” an enzyme for processing
hemp, will continue to develop. Without cotton price supports, American
farmers would be forced to examine more cost effective commodities and
perhaps reexamine pesticide use in general if it were no longer a form of
asset protection.?®® If hemp were a legal alternative, the technology to
process it effectively would continue to develop.?**

Hemp can provide a legitimate source of fiber without use of any
pesticide.?” It is far more versatile than cotton®"* and in spite of its legal
status, hemp is a popular textile fiber.?” All of these uses support the
argument that use of industrial hemp as a legal yet unsubsidized agri-
cultural commodity would benefit American farmers.

3. Obstacles to Hemp

The legal obstacles to American production of industrial hemp are
considerable. The Drug Enforcement Administration does not distinguish
industrial hemp from marijuana, making it illegal to grow in the United
States.?” Several arguments in favor of this stance seem quite reason-
able on their face. First, industrial hemp and marijuana are closely related
plants.?™ In the field, it is extremely difficult to distinguish between the
two varieties.?” Second, industrial hemp, though low in THC content, can
be converted for drug use.?”® Finally, some would argue that legalizing
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industrial hemp is just one step in the overall campaign to legalize the
drug variety of marijuana.*””

Industrial hemp and marijuana are closely related plants, but this
close relationship belies the differences in the two plants.?”® These differ-
ences are worth exploring. Marijuana plants grown for drug use are short
and squat and must be spaced apart substantially.?”® Industrial hemp is
grown tall and reedy and planted as closely together as possible.?®® The
desired product when growing marijuana is so different from the desired
product when growing industrial hemp that marijuana grown for drug
use would be ruined if it were planted within miles of plants grown for
industrial hemp use because of the distance pollen can be carried by the
wind.?®! Distinguishing between the two varieties is not difficult and is
already done in Canada and several European and Asian countries, from
which the United States imports industrial hemp.?®* Legalizing industrial
hemp may or may not be part of the greater campaign to legalize mari-
juana. While the status of industrial hemp could be changed through the
legislative process, this does not justify the substantially false reasons
the DEA uses to support the current classification regime.?®® Changing
the status of industrial hemp can support various interests including the
environment, international trade and national defense.?®*

Industrial hemp, iflegalized, can be an important crop for American
farmers. Its potential to replace imported petroleum is only the beginning.?*
It is currently used in a diverse group of industries.?® That use is only
in its infancy and will continue to grow.?®” Industrial hemp’s ease of pro-
duction and low impact on the environment are part of the equation to
which industrial hemp is the answer.
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CONCLUSION

The long and seemingly repetitive history of American agricul-
tural price supports brings an old definition of insanity to mind: “Doing
the same thing over and over again and expecting different results.”**
Farm subsidies have failed to protect the family farm and failed to bol-
ster America’s position in trade talks, while negatively impacting the
environment. While this Note argues that subsidies are at least a little
crazy, farmers are not. It is makes economic sense to continue to grow the
crops that come with a price guarantee. But this is unnecessary. Farmers
can function without subsidies, and through ingenuity and entrepre-
neurship, flourish. Subsides tie farmers to crops that are unprofitable
and promote reckless treatment of the environment. They are holding
the American farmer back from providing viable alternatives to the
issues facing the country and should be ended.

288 This quote has been attributed to Ben Franklin, Rudyard Kipling, Albert Einstein,
Yogi Berra, Dale Carnegie, Zig Ziglar and also has been called a Chinese proverb. Its
actual origin is unknown. RALPH KEYES, THE QUOTE VERIFIER 98-99 (2006).



