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A b s t r a c t. The objective of his article has been dictated by the interests of the
agricultural economics profession in Poland as it adjusts to the ever changing system of
public support of its research and teaching programs. Learning how similar issues have
been approached by their colleagues in other countries offers insights into the applied
solution and the adjustments required to effectively perform the two functions and
continue to serve public at large, the food and fiber sector and policy makers.

THE LAND-GRANT UNIVERSITY SYSTEM

To understand the organization and financing of agricultural research including agri-
cultural economics, one has to know a few facts about the history of research funding
through the land-grant system, a unique approach to support and encourage research in
agricultural sciences in the U.S. The land grant system was established in 1862 by the
decision of the U.S. Congress. The Morrill Land-Grant College Act of 1862 [Kerr 1987]
established one land-grant university in each state of the Union. The basis for establishing
the university was a grant of federal land to each state. The allocated land or its part was
sometimes sold and the proceeds applied to the construction and operation of the univer-
sity. The sole objective of the land-grant system initially was to teach students in the area
of agriculture and engineering � the two types of skills needed in the process of settling the
interior of the country.

The teaching organization based on the land-grant university system was augmented
by the Hatch Act in 1887, signed into law on March 2, 1887 by President Cleveland [Kerr
1987], which provided the federal funding of agricultural experiment stations in each state.
The Hatch Act established the research system coexisting with the teaching system. The
initial focus of research was agricultural production and ways to make it more efficient
(least costly).
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For more than two decades the two functions, instruction and research emphasizing
agriculture, distinguished the land-grant universities. The cooperative extension service in
each state was funded by the Smith-Lever Act of 1914 and its goal was to teach agriculture,
home economics and related subjects to the public.  The third function is known as the
extension or outreach (pol. doradztwo).

The three functions, instruction, research and outreach, have created a unique system
of teaching students, engaging faculty in research and sharing research results in classro-
oms, and transferring the research results through extension to the public. This mechanism
contributed to the economic development and growth increasing incomes, lowering costs
and improving welfare of rural and small town communities.

The Hatch Act of 1887 was amended by Congress on several occasions. The amend-
ments broadened the funding base of the research at land-grant universities by requiring
that the states also provide funds. Over time, the role of state funding has outweighed the
allocation from the federal government. The decline in public funding from the federal
budget has forced major adjustments in every land-grant university.

NATIONAL INSTITUTE OF FOOD AND AGRICULTURE (NIFA)

A federal agency within the U.S. Department of Agriculture was established in 2009
and replaced the Cooperative State Research, Education and Extension Service (CSREES),
which was in existence since 1994 (and itself replaced the Cooperative State Research
Service). NIFA was established as a result of the political process to lower the cost of
financing research and introduce competition for research funds, among others.  NIFA was
officially re-organized as of October 1, 2010.

NIFA's mission is to advance knowledge for agriculture, the environment, human he-
alth and well being and communities by supporting research, education, and extension
programs at the Land-Grant University System and other partner organizations (includes
federal agencies within and outside the USDA; non-profit organizations; professional
societies; private industry; citizen groups; foundations; regional centers; the military; and
others).

Key mechanisms to accomplish NIFA's mission is the national program leadership
under which NIFA identifies and helps states meet research, extension and education
priorities in areas of public concern. Input into what constitutes a priority is received
through multiple channels including government agencies, commodity groups, elected
political representatives, agribusiness firms, and civic organizations.

NIFA provides federal assistance through the annual formula grants to land-grant
universities and competitively granted funds to researcher and land-grant and other uni-
versities. Although in the past the assistance in large portion was directed to land-grants,
this is no longer the case. Non-land-grant universities are increasingly competitive in
obtaining federal funds from NIFA including private universities. The increased competi-
tion and the shrinking federal budget allocation force re-structuring of colleges of agricul-
ture in land-grant universities. Among the re-structuring programs is the elimination or
merger of agricultural economics departments with departments of consumer economics,
management or statistics, while colleges of agriculture merge with colleges of consumer
sciences. Such mergers lower the administrative personnel, but often are associated with
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the reduction in faculty positions, usually through attrition because of the tenure system.
However, earlier this year, Clemson University, a South Carolina land-grant university,
terminated faculty prior to granting them tenure.

NIFA and its partners focus on critical issues affecting daily life of people and the
society's future. For example, it responds to quality-of-life problems, e.g., revitalizing rural
American communities, improving agricultural productivity, promoting sound human nu-
trition and health. This is accomplished through a network of state, regional, and county
extension offices who respond to individual inquiries and conduct informal workshops,
provide web-based and printed information materials, etc.

NIFA operates AFRI (Agricultural Funding Research Initiative) which is a competitive
grant program. Within AFRI there are several research areas including "Trade and Marke-
ting" which solicit grant proposals for funding. "Trade and Marketing" is the only program
that aims primarily at agricultural and applied economists.  The funding within that program
is substantially smaller than in programs that address research priorities associated with
plant or animal agriculture.  Grant proposals submitted under the trade or marketing banner
should be multi-institutional, multi-disciplinary, and, preferably incorporate research, te-
aching and outreach.

To gain insights about the fundamental shift in funding of agricultural research (inclu-
ding agricultural economics) it is necessary to account for public funding (mostly through
the land-grant system) and private funding (which reaches all institutions of higher educa-
tion, and is not limited to the land-grant system). Table 1. shows the funding originating in
the public and private sectors over a period of several decades.

Because the new critical issues, for example nutrition, organic agriculture or genetic
engineering, involve more than a single scientific discipline, the traditional links with the
land-grant university system weakens as the search for expertise and solutions expands
outside that system leaving potentially less funding for the land-grants. The increasingly
competitive environment redefines the leadership in agricultural sciences and will likely
influence the traditional agricultural economics research.

Agricultural research has been funded by private and public sectors. USDA and its
agencies are the primary source of the public sector funding and the land-grant university
system has been an integral part of the public research. However, there has been a gradual
change in legal regulations permitting the patenting of plant and animal discoveries and
products. Between 1930 and 2011, the regulatory environment in agriculture has changed.
Plant patents, variety licensing, etc. have become possible and attracted private invest-
ment. Table 1 shows the funding of agricultural research over time. The trend towards the
increasingly important role of the private sector funding is undeniable. Similarly, the last
decade has witnessed a tendency to lower the public funding of agricultural research. The
result is the attrition of human capital in land-grant universities' colleges of agriculture and
the shrinking scope of research. The observed tendencies also affect agricultural econo-
mics research, teaching and extension. Retiring scientists are not replaced, fewer courses
are offered and less research is completed. As a result, for example, in recent years there has
been a need for specialists in farm management, but few young scholars are available. Yet,
farm management is fundamental for agricultural production.
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RESEARCH FUNDING BY COMMODITY ORGANIZATIONS

The public mandate funding research in land-grant universities has been insufficient
in view of farmers and farm organizations, who are often interested in research addres-
sing specific needs arising in production or marketing of a particular crop. Farm or com-
modity organizations, for example American Cattlemen's Association, who unites intere-
sts of cattle producers, may be interested in short-term research projects seeking solu-
tion to an unforeseen situation. Although such organizations can and are lobbying for
research funding in Congress, they can also raise funds for research. They are permitted
to take action by specific acts of law and require a coordinated action on the part of
members. Typically, members of an organization must vote in favor of any self-imposed
fee scheme collecting funds. Regulations specify the procedures, set minimum percenta-
ge of members who participate in the voting, and the length of the time period during
which funds are collected.  In addition, general rules describe how and for what research
projects the funds can be used.

Within a given commodity organization, for example American Cattlemen's Associa-
tion, members establish a research committee that solicits, reviews, selects and funds
research projects submitted by scientists from land-grant and non-land-grant universities,
research institutes, companies, or individuals. The process is publicly announced and
winning projects are named publicly. A typical commodity-funded research projects de-
pends on the ability of the organization to raise funds from fees (a form of internal taxation).
Most funded projects are small (funding of less than $10,000) and have a short-term time
horizon, i.e., 12 months, requiring that scientists develop a feasible solution or, at least,
show some tangible progress towards achieving a solution. Results are presented to the
commodity organization as a written report, often also as oral presentations during an
annual meeting. Many projects are highly applied and, sometimes, difficult to publish in
peer-reviewed journals. Although the commodity organization is not interested in a publi-
cation, scientists in a university-setting are expected and evaluated on their publication
record.

The typical fee is based on a weight or volume unit and collected at the first marketing
stage. For example, in case of pecans, the buyer purchasing pecans from a grower is
obligated to record the amount and transfer the collected funds to the designated unit. The
funds, although small, provide an important outside funding to scientists and allow to
leverage funds from other sources. It has to be noted that relatively few industry-funded
projects focus exclusively on economics or marketing.

Table 2. summarizes advantages and disadvantages of commodity organization fun-
ded research. Such organizations can be geographically limited to a single state, for exam-
ple, the Georgia Agricultural Commodity Commission for Cotton [www.georgiacottoncom-
mission.org 2011]. Some commodity groups form marketing boards, which fund generic
promotion of a commodity and research. However, in recent decade, the promotion func-
tion of marketing boards has been successfully challenged in court by growers who did not
want to be forced to pay towards common promotion.
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PUBLIC ATTITUDES

Public attitudes have been increasingly important in the process of allocating budge-
tary funds prior to the recent global financial crisis. Competing agendas of lobbying gro-
ups, the increased importance of natural environment, the shrinking share of agriculture in
the GDP, and the loss of jobs have disconnected the public and the food and fiber sector.
Increasingly, rural residents depend on income from non-agricultural jobs including agri-
tourism or eco-tourism. In Poland, the trend has been exacerbated by the recent changes in
university education reflected in the wholesale change away from the 'agricultural univer-
sity' to a 'university of life sciences.' Consequently, the public and, gradually, decision-
makers in public and private sectors loose the understanding of the specificity of agricul-
ture and the related sciences, including agricultural economics and agribusiness.

The change in public attitudes on a global scale has been related to food safety
concerns. The concerns first emphasized the use of pesticides in food production and the
potential residue contained by the consumed foods. Despite the concern, consumer attitu-
des, which influence purchase behavior, differ over time and across countries. For example,
the acceptance of cosmetic blemishes appears to be low [Misra et al. 1991] although the
consumers often express preference for limited use of pesticides or organic production
methods. Later, the food safety concerns have focused on microbiological safety. The most
vivid example was the mad-cow disease, but the most frequent microbiological contamina-
tion results from bacteria present in fresh vegetables. The contamination of fengurek spro-
uts in May 2011 in Germany demonstrated one of the ways the contamination can occur
[Starling 2011].

The change in attitudes occurs rapidly in response to unforeseen events and encoura-
ges quick action on the part of the government and regulators. The decisions undertaken
to address an issue or prevent it repeat lead to allocation of research resources. If the
resources are re-allocated, i.e., shifted within the existing budget, there is a potential for
disrupting ongoing research. Adjustments that are forced on the affected science pro-
grams are not cost-free.
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More importantly, the plentiful food supply at a reasonable price and the declining share
of food expenditures in the total household expenditures causes consumers to undervalue
the contribution of agriculture and agricultural science, including agricultural economics,
to the sustained societal well being. In the Republic of Korea for example, the public
support for  research on the staple, i.e., rice, has weakened after the country achieved self-
sufficiency in rice production and the traditional Korean diet broadened to include more
fruit, fats, dairy, and animal products. The research funding priorities indicated by the
Korean urban women, the primary food shopper and meal preparer in Korean households,
are fruits and vegetables followed by (Korean breed) cattle [Florkowski et al. 2006]. For a
decision-maker unfamiliar with the nature of agriculture and agricultural science the public
support means that funds should be re-allocated away from grain research to horticultural
research and a sudden switch in funding disrupts grain research (where, breeding for
example, is a long term research) and horticultural research because the sudden influx of
funds requires a flexible and broad program that can effectively absorb new funds. Often
times, however, the decision-maker chooses to permanently reduce funding for agricultural
sciences including agricultural economics eroding the ability to address any unanticipated
production or marketing problem in the future.

CONSUMER ACTIVISM

In recent years, in a format similar to the environmental movement, consumers have
become involved in several other issues. The new groups focus on food or agriculture
characteristics that have social rather than economic meaning. 'Fair trade' supporters pro-
mote products that assured the producers adequate earnings to support their households.
Among 'fair trade' food products coffee and chocolate dominate. 'Food miles' propagators
encourage consumers to buy local foods because, presumably, under the local production
conditions the food is produced with lower energy input. In both cases, the verification of
the economic principle of the lowest cost is ignored. In response to 'food miles' movement,
studies have shown that once the total energy input is considered, 'close proximity' does
not necessarily equal less energy [Saunders et al. 2006]. However, such examples of consu-
mer activism create a short-term impression on the public and may influence resource
allocation decisions or be used to justify a re-allocation decision. The decision implies
moving funds away from agriculture-related research. Once the re-allocation takes place, it
is permanent.

Changing background of students in agricultural sciences. The shrinking number of
farmers and rural population leads to a change in the background of students entering
colleges of agriculture at land-grant universities. The majority of students in the last 20-25
years switched from rural to urban background. New students lack knowledge of agricultu-
re and farm livelihood. Furthermore many are deficient in understanding the link between
the importance of timeliness of performing routine, daily tasks required by the biological
nature of agricultural production (e.g., milk production) and the future stream of payments
from sales of agricultural commodities. In recent years, many are interested in the environ-
ment-agriculture interaction and less in conventional agriculture, which is the key supplier
of food and raw materials. Yet, agribusiness is a large contributor to the GDP and provider
of a large portion of jobs.
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Urban students without understanding of the functioning of the farm and rural liveli-
hood often have unbalanced views of the impact of agriculture on environment. The simpli-
stic view emphasizes a negative influence of agriculture, while it ignores the positive aspects
of agriculture on the environment.

Another issue faced by the land-grant universities is the changing demographics and
the persistence of high school drop-out rate in some regions or in households from low
income classes. Such pattern is associated with limited social mobility and contributes to
the cycle of low achievement and poverty. The impaired social mobility mechanism leads to
high loss of societal welfare and allocation of resources to social programs away from
investment in activities of higher return. The youth from rural counties in the United States
performs poorer than their urban counterparts. Although in the short term the consequen-
ces often go unnoticed, over a long term the differences in education translate into the
disproportionate political representation of rural interests, and, eventually, the weakening
of the financial support of land-grant universities' mission.

PREDICTIONS?

The current problems faced by the federal government do not bode well for agricultural
sciences and applied economics research in the short run. Paradoxically, when such rese-
arch is really needed, the political support demonstrated by the elected representatives is
particularly unpredictable. There is a real threat of further cuts in public research funding.
Its real dimension is not yet fully known.

In the long run, as a result of short term funding problems, land-grant universities may
be faced to consolidate departments and limit the scope of research in their colleges of
agriculture. Cuts in personnel and graduate student support will follow unless additional
and new forms of funding will be identified.  Agricultural and applied economics will chan-
ge its research scope and may lose its unique identity within the economics profession.

Agriculture will always remain an essential sector of global economy. The sustainable
agricultural production, processing of agricultural commodities, food production and distribu-
tion requires a steady flow of knowledge to address ever emerging practical problems. Invest-
ment in research that supplies solutions originates in private and public institutions. In the last
150 years the role of public research was crucial for the economic performance of food and fiber
system of the United States. The gradual creation of conditions securing private rights to
discoveries encouraged private investment in areas traditionally dominated by the public sec-
tor including plant and animal breeding. Therefore, changes in law and regulations have a direct
effect on the need and role of public research in agricultural sciences including agricultural
economics. Profit motive of private breeding companies is, however, associated with areas
where the risk of investment is relatively low. In those areas the private sector my crowed out the
public sector, while ignoring areas of high risk or low return. It has been observed that the latter
are often associated with high impact on society's welfare. Decision-makers must be exceptio-
nally prudent when choosing what not to fund in the public arena because of the long time
horizon it takes to accumulate skills, knowledge and experience to establish a reputable agricul-
tural research facility. Or, the costs of progress will be highly uncertain.
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The recent increase in agricultural commodity prices, which will eventually lead to
higher prices (i.e., accelerated inflation) is not likely to reverse the observed trend. First, the
budget deficit limits any increase in research funding from the public sector. Second, many
view the current price increase as transitory in nature. Third, the flexibility of global supply
system has not been fully tested. Finally, in the United States the rising food prices may
help to tame the obesity epidemic. Agricultural economists at land-grant universities are
forced to adapt under conditions of heightened funding uncertainties.
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Wojciech J. Florkowski

ORGANIZACJA, FINANSOWANIE I NAJNOWSZE TRENDY
W BADANIACH EKONOMISTÓW ROLNICTWA W USA

Streszczenie

W opracowaniu przestawiono ewolucjê systemu finansowania nauczania uniwersyteckiego, badañ
oraz doradztwa w USA. Przedstawiono znaczenie �ródków z bud¿etu federalnego i bud¿etu stanowego oraz
finansowanie przez organizacje producenckie, które maj¹ mo¿liwo�æ finansowego wspierania badañ z
w³asnych �ródków.
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