
CHALLENGES FACING 
AGRICULTURE SHAPING THE 

FUTURE
DARREN HUDSON, COMBEST ENDOWED CHAIR

TEXAS TECH UNIVERSITY

PERRYTON EQUITY EXCHANGE BOARD RETREAT

JANUARY 13, 2016



LET’S START WITH A QUESTION

• WHAT DO YOU THINK IS THE SINGLE MOST CRITICAL ISSUE FACING AGRICULTURE TODAY AND 
OVER THE NEXT 10 YEARS?



OVERVIEW

• MACROECONOMICS

• DOLLAR APPRECIATION

• INTEREST RATE INCREASES

• ENERGY PRICES

• GENERAL ECONOMIC CHANGES

• RESOURCE MANAGEMENT ISSUES

• WATER

• REGULATORY ISSUES

• EPA AND WATERS OF THE US

• PESTICIDE APPROVALS AND RESTRICTIONS

• CARBON POLICIES

• FARM POLICY



DOLLAR APPRECIATION

The dollar value index over the last 4 years compared with the 
commodity price index over the last year.



INTEREST RATES

A long way to go to pre-recession levels…but, 
borrowing decisions are made “at the margin,” not the 
level of interest rates.



MONEY VELOCITY AND SUPPLY

MV=PY; why we have no substantial inflation



OIL PRICE ASSUMPTION GOING FORWARD
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TAKE-AWAY FROM MACRO ENVIRONMENT

• CURRENCY APPRECIATION WILL FAVOR WEAKER COMMODITY PRICES IN THE U.S., OTHER THINGS 
EQUAL

• INTEREST RATES (AND SO BORROWING COSTS) WILL RISE…BUT HOW FAST?  WITH LOWER 
COMMODITY PRICES AND WEAKER FARM POLICY, BORROWING CAPACITY WILL BE CURTAILED; 
PRODUCERS WILL ALSO BE LOOKING TO SAVE DOLLAR WHERE THEY CAN ON INPUTS

• IF THE SQUEEZE CONTINUES, THERE WILL BE EXITS FROM FARMING; SOME OF YOUR PATRONS WILL 
PROBABLY NOT BE HERE IN 5 YEARS

• TO EXACERBATE THE ISSUE, ENERGY COSTS, WHICH HAVE BEEN A COST SAVINGS OF LATE, WILL 
SLOWLY RISE AGAIN



WATER



REGULATORY BURDEN AND THE COST OF AVOIDANCE



THE COSTS

• THE DIRECT COSTS OF REGULATION ARE, OF COURSE, SUBSTANTIAL.  WOTUS, EPA AIR 
QUALITY, OSHA, IRS, EEO, ETC.

• WE SPEND SUBSTANTIAL AMOUNTS BRINGING BUSINESSES INTO COMPLIANCE

• WE ALSO SPEND SUBSTANTIAL AMOUNTS TRYING TO PREVENT, REVERSE, OR CHANGE RULES

• THESE COSTS OF COMPLIANCE ARE NOT GOING AWAY—THEY WILL LIKELY ONLY INCREASE 
NO MATTER THE POLITICAL PARTY IN POWER



FARM POLICY

• WE ALL KNOW THERE HAS A BEEN A SUBSTANTIAL CHANGE IN THE FARM SAFETY NET

• A GREATER EMPHASIS ON RISK MANAGEMENT

• THE GOVERNMENT LOWERED COSTS BY MOVING TO AREA INSURANCE PRODUCTS

• LITTLE GUARANTEED INCOME FOR CASH FLOW BUDGETING/CREDIT DECISIONS TO RELY

• ARE WE LIKELY TO GO BACK?

• NO.  IT WILL BE INCREASINGLY HARD TO JUSTIFY FARM PROGRAMS TO EVER MORE CONSERVATIVE 
REPUBLICAN MEMBERS AND EVER MORE URBAN DEMOCRATIC MEMBERS


