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hroughout the twentieth century improvements in agricultural productivity have

been closaly linked to investments in agricultura research and development

(R&D), but since the 1970s many countries have made magjor changesin the way

they fund and organize public agricultural R&D and in the incentives affecting
private R&D. The book Paying for Agricultural Productivity, edited by Julian M. Alston,
Philip G. Pardey, and Vincent H. Smith and published by Johns Hopkins University Press, ex-
amines these changes in the developed world (highlighting developments in Australia, the
Netherlands, New Zedand, the United Kingdom, and the United States) as a step toward
eva uating whether the new approaches are raising or lowering the efficiency and effective-
ness of R&D.

CHANGES IN R&D POLICY

n the mid-1990s Australia, the Netherlands, New Zealand, the United Kingdom, and the

United States together accounted for more than 40 percent of total public investment in
agricultural research in the developed world, and much of the private spending aswdll. In
al five countries, total funding for agricultural R& D, adjusted for inflation, stagnated or fell
during the 1980s but (except in New Zealand and more recently the United States) began to
grow again, though more slowly, in the 1990s. At the same time, spending on private agri-
cultural research hasrisen by just over 5 percent per year since 1981 and now amounts to
amost half of total agricultural R& D expenditures in developed countries. These devel op-
mentswere driven by tighter government budgetsin each country and by changing attitudes
toward science and agriculture and the role of the public sector.

Over the past decade public agricultural research fundinginthe Netherlands, the United
States, and the United Kingdom has placed a heavier emphasis on basic research, and inthe
Netherlands and the United Kingdom public funds for near-market research have been cut
substantially. The economic argumentsfor shifting in thisdirection are clear. What isnot so
clear is the extent to which the reported shifts of resources reflect real changesin research
programs rather than mere relabeling.

Aspublic funding for agricultural research has dowed and shifted away from near-market
research, countries have devised ways of gaining more industry funding for applied research.
Austraia, the Netherlands, New Zedland, and the United Kingdom have imposed
government-sanctioned leviesonindustry to support commodity-specific, near-market R&D.

Industry groups have also increased their representation on key public agricultural re-
search oversight committees, especially in Australia, the Netherlands, and the United
Kingdom. Some countries have made modest attemptsto develop joint public-private re-
search ventures in agricultural research. At the same time, it isincreasingly common to
charge private-sector organizationsthe full cost of research performed for them by public
research facilities.

The Netherlands and the United Kingdom have sought to infuse more competition into
the market for research by privatizing or partially privatizing public agricultural research
entities. These countries, like Australia, are moving from block grantsto competitive grants
and increasingly relying on evaluations of research performance to determine future fund-
ing levels. A more modest shift in this direction has occurred in the United States. In



addition, inall five countries, competi-
tive processes have been extended to
allow abroader pool of potentia appli-
cants for agricultural research funds
(including purely for-profit private re-
search organizations aswell asgovern-
ment agencies, universities, and not-
for-profit research ingtitutions).

Another important issue concerns
the structure of publicly funded agri-
cultural research institutes. Particu-
larly inthe Netherlands and the United
Kingdom, over the past 15 years pub-
lic agricultural research facilities have
been merged and privatized to exploit
economies of scale, size, and scope.
The pace of change has been much
slower in the United States.

ROOTS OF CHANGE IN
AGRICULTURAL RESEARCH

he changesin agricultural research

policies in the five study countries
over the past 20 years were broadly
smilar. In dl five countries, the market-
oriented governments that came to
power in the late 1970s and early to
mid-1980s reduced the growth rates of
government spending on science and
agricultural R&D. These governments
also tended to rationalize other elements
of R&D policy by increasing competi-
tion among researchers, increasing the
accountability of research organiza-
tions, increasing industry’ srole in near-

market research and in funding deci-
sonmaking, and, inthe Netherlandsand
the United Kingdom, privatizing some
research ingtitutes with more applied
research agendas.

Another factor in the changing
policies is the relative decline in the
role of farming in the economy as a
whole, aswell asinthefood production
and marketing chain. Whereas agricul-
tural R& D was once devoted primarily
to the farming sector, now it extends
to a broader range of prefarming and
postharvest technologies. In addition,
science itself has changed. The oppor-
tunitiesfor agricultura research aredif-
ferent as aresult of developments such
as modern biotechnology.

Another element of change con-
cerns what people, and therefore poli-
cymakers, care about. As per capita
incomes have risen over time in the
richer countries, demand for environ-
mental amenities, food safety, variety,
and convenience has grown. As a re-
sult, these have become more impor-
tant issues in the agricultural research
agendas of developed countries.

CONCLUSION

he fundamental forces for change
in agricultural R&D policy in one
country are likely to be shared with
other smilar countries. Consequently, it
is useful for any one country to learn

from the institutional experiments con-
ducted in other countries, toimitatetheir
successes, and to avoid repeeting the
mistakes made abroad as well as at
home. The data and ingtitutional details
assembled in this book greetly facilitate
such cross-country comparisons. Of
course, athough thefive countries stud-
ied in Paying for Agricultural Produc-
tivity share many important characteris-
tics, they differ in important ways with
respect to fundamental political institu-
tions, infrastructure, and the organiza-
tion of the agricultural sector. Thus it
would be folly to assume that all coun-
tries should adopt smilar agricultura
R&D funding and ingtitutional policies.
Unfortunately, assessing research
policies requires a long time (since
their effects take place with long lags)
and a lot of information. This study
represents an important step in collect-
ing and assessing the information
needed. The ultimate measure of these
policy changes—net benefits to soci-
ety—will become clear over time as
the effects of these policies play out.

Contributors to the book are Julian M. Alston,
Jason E. Christian, Barbara J. Craig, Michael S.
Harris, Veronica Jacobsen, John D. Mullen,
Philip G. Pardey, Michael Phillips, Jenifer
Piesse, Johannes Roseboom, Hans Rutten, Grant
M. Scobie, Vincent H. Smith, and Colin Thirtle.
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