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Findings 

What agricultural and resource economists are finding about food, farm, and resource issues.* 

• Eliminating the Export Enhancement Program (EEP) of the U.S. and export restitution payments of the EU 
would not greatly affect their wheat exports nor markedly reduce wheat prices in the U.S.-say Makki , Tweeten , 
and Miranda. 

• Even though the former Soviet Union may be moving toward self-sufficiency in wheat production, over the next 
several years weather will likely cause that important wheat producer and consumer to be a net exporter in 
some years and a net importer in others-say Jones, Li , Devadoss, and Fedane. 

• Consumer demand for fresh pork chops is more accurately reflected in information from tasting the chop than 
from photographs or visual inspection-say Melton, Huffman, Shogren, and Fox. 

• Because of their bargaining power, retailers/buyers of California's iceberg lettuce receive most of the benefits 
from swings in lettuce harvest, while producers face relatively low lettuce prices and increased price volatility
say Sexton and Zhang. 

• Reductions in price supports for milk will benefit consumers and taxpayers, but even larger benefits may occur 
from improvements in the environment as farmers shift out of milk production and into forestry on marginal 
agricultural land such as that found in parts of Wisconsin-says Plantinga. 

• Nitrate runoff from irrigated lettuce production in the Salinas Valley of California can be reduced more efficiently 
by a tax on water than by a tax on nitrogen-say Larson, Helfand, and House. 

• Oregon's Measure 5, a limit on property taxes, will increase state output and incomes, at least in the short run , 
but this growth will not provide enough new taxes to offset property tax losses-say Waters, Holland, and 
Weber. 

• Eliminating toxic contamination from New York's freshwater fish would benefit New York residents, on average, 
by up to an estimated $63 per year, an amount summing to scores of millions of dollars- say Montgomery and 
Needelman. 

• To protect an additional 5 percent of the world 's tropical forests , U.S. residents would be wi lling to pay a one
time fee of $21-$31 per household , and most residents favor cost sharing by industrialized countries to protect 
remaining rain forests-say Kramer and Mercer. 

' Findings are taken from recently or soon-to-be published research in the American Journal of Agricultural Economics, Journal of Agricultural 
and Resource Economics, Review of Agricultural Economics, Journal of Agricultural Economics Research, Journal of Agricultural and Applied 
Economics, Agricultural and Resource Economics Review, Land Economics, Journal of Environmental Economics and Management, 
Agribusiness- An International Journal, and other journals that publish the research findings of agricultural and resource economists. 
Abbreviated citations are found on page 14. 

ON OUR COVER-The cover photo of a wild water lily was taken by photographer Carl 
Kurtz who often focuses his camera on the prairies, wetlands, and wildlife of Iowa. 
Several authors in this issue focus their attention on resolving agricultural and environ-

•• ~ mental conflicts . 
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by Wallace Huffman .1 Guest Editorial 1 

Funding Public Agricultural Research 

Wallace Huffman is professor of econom
ics at Iowa State University and author 
of various pubLications on funding and 
the impacts of pubLic agricuLturaL research. 

The United States has developed a very 
successful R&D system for agriculture. 
It is a system of shared cost and perfor
mance. The federal government pro
vides abour 24 percent of all agricul
tural research funds, while state gov
ernments provide 16 percent and the 
private sector assumes the remaining 60 
percent. In contrast, federal agencies ac
tually perform about 15 percent of the 
research, compared to 31 percent car
ried out by state agencies and 54 per
cent conducted by private businesses. 
Thus, the federal governmenr and pri
vate sector transfer, on net, funds to 
state institurions for performing agri
cultural research. 

Public expenditures on R&D are jus
tified by the existence of large social 
(collective) benefits relative to private 
(one individual or company) benefits. 
The U.S. Department of Agriculture 
(USDA), with its Agricultural Research 
Service and Economic Research Service, 

performs most of the federal 
government's in-house agricultural re
search, and the State Agricultural Ex
periment Stations (SAES)-vet med 
schools conduct most state agricultural 
research. The in-house USDA research 
is all federally funded, and its justifica
tion hinges on conducting research that 
benefits the nation and requires spe
cialized resources. The SAES-vet med 
schools have federal, state, and private 
funding for research. Both the federal 
and private components have been re
ceiving considerable attention. 

For federal funding of state-level ag
ricultural research, a tension exists be
tween "formula" and "competitive 
grant" funding. Form ula funding of 
state agricultural research, where states 
share federal funds based on a legis
lated rule, originated in the politics 
needed to pass the original (1887) and 
amended Hatch Act legislation. How
ever, to obtain formula funds, states 
must at least match the federal formula 
funds with other research funds. Thus, 
if a state accepts federal formula funds 
for SAES research, it agrees to spend at 
least twice the formula amounr on ag
ricultural research. This has been a 
strong inducement for states to help 
support agricultural research. The re
search agenda is set by SAES directors 
whose primary clientele reside in their 
respective states. With formula fund
ing, the federal governmenr has no real 
input into the choice of research 
projects undertaken by SAES scientists. 

Although the USDA's competi tive 
grant program started in 1977, it ex
patlded .significantly during the late 
1980s and early 1990s. With tl1is pro
gram, the research agenda is set at the 
national level. Scientists across a broad 
range of institutions compete for these 
funds. The proposals rated highest by 
a peer review panel are awarded the 
research funds. Significan t research 
sources are invested in proposal prepa-

ration and evaluation, and these come 
from other resources, for example, " Wl

committed" federal formula or state 
government research funds. Additional 
transactions COStS are imposed when 
granr awards do not cover the resource 
cost of completing a "funded" project. 
Some state directors and research ad
minisu'ators favor and others disapprove 
of the direction set by federal competi
tive funds and the leveraging which 
these funds often require. 

Clearly, federal formula and com
petitive grants programs contain dra
matically differenr economic incentives 
for research at the state level. Research 
discoveries are uncertain and a diver
sity of incentives and approaches gen
erally leads to better social outcomes. 
This is an argument for finding the 
proper balance of research topics and 
funding mechanisms and seems to re
quire further examination of the issues. 

Private sector investments in R&D 
are affected by the type and strength of 
intellectual property rights (IPRs) to 
innovations. The strengthening of IPRs 
to biological materials over the past 
twenty-six years stimulated the rapid 
growth of private R&D for agriculture. 
The private sector allocates about 10 
percent of its R&D funds to SAES-vet 
med school research. It primarily sup
ports R&D leading to marketable prod
ucts and processes. Public performance 
of research with private sector funds 
raises conflicts of inrerest. Private firms 
want exclusive rights to innovarions. 
The private inrerests may also redirect 
public resources to the pursuit of pri-

. vate interests and greatly change the 
composition of innovations produced. 
State and federal taxpayers may find 
these terms un satisfactory. Hence, 
much is at stake as state institutions 
seek funding for and manage their ag
ricultural research activity. 

1;J(J}1041!~ 



2 CHOICES First Quarter 1997 

I Table of Contents I 

Gallery 

Schmitz Furtan Brooks Gray 

Features 
4 The South America9 

Hidrovia debate 
by Jennie S. Hughes and Paul C. 
Huszar 

10 Environmentally 
sustaining agriculture 
by Dennis T Avery 

15 Environmentally 
sustaining agriculture: 
A response 
by Fred Hitzhusen and Craig Davis 

A graduate research ass istant in (he Depart
ment of Agricultural and Resource Eco nom
ics at Colorado State Uni versity, Jennie S. 
Hughes began her career eight years ago in 
Togo, W est Africa. There she developed small 
agricuhural proj ects co balance economic and 
environmental obj ectives. H er research inter
ests now include the susrainabili ty of U .S. 
soil conservation policy and the eco nomics 
of the Hidrovia project. 

Paul C. Huszar is a professor of agricul 
tural and resource economi cs at Co lorado 
State University. H e was parr of the W et
lands fo r the Americas team which cr iticized 
(he initial Hidrovia feasibili ty study and raised 
serious environmental issues regarding its con
struction and operation. 

Dennis Avery is director o f the Cenrer for 
Global Food issues, a project of th e Hudson 
Institute in Indianapolis. H e served nine years 
as the only agriculrural analys t in the U.S . 
Department o f State. Avery has published a 
book and speaks internationally on agricul
ture and the environm ent. 

Fred Hitzhusen is professor of resource 
economics and is on (he graduate facul ty of 
Environm enral Sciences at The Ohio State 
University. His primary research and public 
service acrivities at O SU involve the econom
ics of renewabl e energy, sustainable agricul
rure wirh emphas is on off-s ite soil sedimenr 
and warer quali ty cosrs, recycling FGD was tes 
from electric power planrs, and rhe delivery 
and fin ancing of nonmerropoliran or rural 
governmenr services . 

Craig B. Davis is a professor of natural 

18 Mother nature, 
business strategy, 
and fresh produce 
by Paul N Wilso n, Gary D. 
Thompson, and Roberta L. Cook 

26 Concentration in 
beef packing 
Do gains outweigh losses? 
by Azzeddine M. Azzam, and John 
R. Schroeter 

29 Toward free trade 
A European Union 
perspective 
by Seamus j. Sheehy 

resources, environmental science, and planr 
biology at T he O hio Stare U niversity. His 
recent research has involved wetlands ecol
ogy and management, and environmental se
curi ty issues. He was co-chair of rhe U.S.
Russian Agreement on Cooperarion on Na
rure Pro tecrion, and is secretary general of 
the 1nternational Sociery fo r E nviro nmental 
Educarion. 

A professo r of agriculru ra l and resource eco
nomics ar rhe U nivers ity of Arizo na, Paul 
Wilson reaches and co nducts research in 
agribusiness eco nomics. O ne of his innova
tive new classes will analyze the polirical 
eco nomy of privare sector and publ ic inter
es ts in environm ental co nfli crs. 

Gary Thompson is associare professo r of 
agriculrural and reso urce economics at the 
University of Arizo na. H e reaches produc
ti on eco nomi cs and operations research to 
undergraduate and graduate srudenrs. His re
sea rch focuses on the economics of highly 
perishabl e crops such as fresh vegerables in 
the wesrern United Sta tes and M ex ico, cut 
flowers and french beans in Kenya, and o r
ga ni c produce. 

Since 1985, Roberta Cook has been rhe 
extension markering eco nomisr in rhe D e
partment o f Agriculrural Economics ar the 
University of Califo rnia, D avis. She co nducts 
an applied research and indusn;y outreach pro
gram fo cusing on rhe markeri ng and intern a
rional trade of fresh fruirs and vegetables. 

Azzeddine Azzam is a professor of agri 
cuI rural eco nomics at rhe University of N e
braska, Lin co ln . His studies of marker power 



32 Options for U.S. 
agriculture in APEC 
by WiLLiam Coyle and A. Desmond 
O'Rourke 

36 The Canadian Wheat Board 
How well has it performed? 
by Andrew Schmitz, Hartley 
Furtan, Harvey Brooks, and 
Richard Gray 

In Short 
43 The World Trade Organiza

tion: Protectionist 
issues after fifty years of 
GATT 
by Jimmye 5. HiLLman 

in rhe mear packing indusrry are well-known, 
and are summarized in his mosr recenr pub
licarion, Assessing Competition in Meatpacking: 
Economic Histol)l, Theory, and Evidence. 

John Schroeter is an associare professor 
of eco nomics ar Iowa Srare Universiry. Re
cendy, he parricipared in a series of empirical 
srudies of rhe mear packing indusrry, many 
of rhem done collaborarively wirh Azzam. 
Schroerer reaches borh undergraduare and 
graduare classes, and has raughr inrroducrory 
microeconom ics ro nearly 1,400 ISU srudenrs 
over rbe pasr ren years. 

Seamus J. Sheehy is a professor of agri
culrural economics ar [he Universiry College 
Dublin, where he was hired in 1964 as rheir 
firsr agriculrural economisr. His parricular in
rerests are agricul rural policy and Third World 
developmenr. In general, his research ar UCD 
has addressed rhe pracrical problems arising 
in Irish Agriculrure, which have, ro a grear 
exrenr, been conditioned by [he Common 
Agriculrural Po licy of rhe European Union. 

William T. Coyle has been wirh me Eco
nom ic Research Service, U DA, since 1977. 
He is currendy heading up [he USDA's Asia 
Iniriative ro develop and adminisrer a pro
gram of work on prospecrs and impedimenrs 
ro agriculru ral rrade in Asia. 

A member of rhe Washi ngron Srare Univer
siry agricu lwra l economics facu lry , 
Desmond O'Rourke is a founder and me 
direcror of rhe IMPACT (Inrernarional Mar
kering Program for Agricuirural Commodi
ries and Trade) Cenrer, which systemarically 
exp lores inrernar ional markering opporruni-

Departments 
IFe Findings 

1 Guest editorial 
Funding public agricultural 
research 
by Wallace Huffman 

2 Gallery 
About the authors 

22 Graphically Speaking 
Over the bridge into the next 
century: A look at federal debt 
by G. William Hoagland 

ri es for Pacific Norrhwesr agriculrural prod
ucrs. 

Professor and Eminenr Scho lar Andrew 
Schmitz holds rhe Ben H ill Griffin III En
dowed Chair in rhe Deparrmenr of Food and 
Resource Economics ar rhe Universiry of 
Florida. Schmirz has served as a consuiranr 
ro many pubLic and privare organizarions, in
cluding the U.S. Departmenr of Agriculrure, 
rhe Environmenral Prorecrion Agency,and me 
U.S. Agency for Inrernarional Developmenr. 

W.H. Furtan is professor of agricu lrural eco
nomics ar rhe Universiry of Saskarchewan. 
He reaches agriculrural policy and does re
search in me areas of farm policy, agriculrure 
rrade, and rechnological change. 

Harvey Brooks is rhe cooperarive chair of 
agriculmral marker ing and business in rhe 
Deparrmenr of Rural Economy ar rhe Un i
versiry of Alberra. Brooks has extensive expe
rience in grain marketing in Canada and 
world trade in grains, having previously 
worked at me Canadian Whear Board in a 
variery of posir ions, mosr recently as head of 
rhe Corporare Polic), Group. 

Richard Gray is associ are professor of agri
culwral economics ar rhe Universiry of 
Saskarchewan, currendy on sabbarical leave ar 
Monrana Srare Universiry. His research has 
examined many conremporary rrade and policy 
issues. In add irion to five years of experience 
with dle Saskatchewan Deparrmenr of Agri
culrure as a grain market analyst, he operared 
rhe ' famil), grain farm at Indian H ead , 
Saskatchewan, for ren years. 

CHOI CES Fir r Quarrer 1997 3 

Publisher 
The American Agricu ltural 
Eco nomics Association 
1 110 Buckeye Avenue 
Ames, IA 500 I 0-8063 

Editor 
Harry W. Ayer, PhD 
Deparrmenr of Agricultural and Resource Economic; 
University of Arizona 
Tucson, AZ 8572 1 

Managing editor 
Sandra C larke 
1110 Buckeye Avenue 
Ames, IA 50010-8063 

Art director 
Valerie Dittmer King 
King Graph ics 
Grand Junction , Iowa 

Printer 
Pendell Printing, Midland, Michigan 

Center spread design 
Ken Patton 
Fine Print 
Ames, Iowa 

Advisory board 
Kristen Allen 
Paul W. Barkley 
John Bergstrom 
Adell Brown , J r. 
Neilson Conklin 
Wi lliam Dobson 
Robert Emerson 
Jill Findeis 
Dave Freshwater 
Richard Gady 

B. Delwonh Gardner 
Ray Huffaker 
Cathy Jabara 
George McDowell 
Bob Robinson 
David Schweikhardt 
Gene Swackhamer 
Laurian Unnevehr 
Jeffrey Zi nn 

CHOICES (IS N 0886-5558) is published quar
terly by the American Agriculrurai Econom ics 
Association for people who wam to be informed 
about food, fa rm , and resource issues-and the 
policies that affect them. Views expressed herein 
are those of the authors, and not necessarily those 
of HOI CES or its publisher. Postage paid at 
Ames, LA, and additional mailing offices. All rights 
reserved. Quotation with credit is permitted. © 
1997 Vol. 12, No. I, American Agricultural Eco
nomics Association . Subscription rates for U.S.: 
individuals-$20.00 per yea r, libraries-$32.50 
per yea r (four editio ns). In Canada add $ 10 per 
yea r. Outside U.S. and Canada add $20. end 
subscription correspondence to CHOICES, AAEA 
Business Office, I 110 Buckeye Avenue, Ames, LA 
500 10-8063. Telephone (5 15)233-3234, FAX 
(5 15)233-3 101. Send four copies of each manu
script to the editor, Harry W. Ayer, Department 
of Agriculrural and Resource Economics, Univer
sity of Arizona, Tucson, AZ 85721, telephone 
(520)62 1-6257 and FAX (520)621-6250. 


	magr23581
	magr23582
	magr23583
	magr23584
	magr23585
	magr23586
	magr23587
	magr23588
	magr23589
	magr23590
	magr23591
	magr23592
	magr23593
	magr23594
	magr23595
	magr23596
	magr23597
	magr23598
	magr23599
	magr23600
	magr23601
	magr23602
	magr23603
	magr23604
	magr23605
	magr23606
	magr23607
	magr23608
	magr23609
	magr23610
	magr23611
	magr23612
	magr23613
	magr23614
	magr23615
	magr23616
	magr23617
	magr23618
	magr23619
	magr23620
	magr23621
	magr23622
	magr23623
	magr23624
	magr23625
	magr23626
	magr23627
	magr23628

