Competitiveness increases productive growth – specifically in the agricultural market
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Thus, policies which tend to distort markets, for example, by raising the price of primary agricultural outputs, can adversely affect the competitiveness of the food processing sector. Policies and programs that tend to induce productivity growth, such as public agricultural R&D that lower production costs in either sector, can increase the competitiveness of both sectors de- pending upon the magnitude of the price and income elasticities of food demand. TFP gains in primary agriculture are the major source of growth in its GDP, and these gains are strongly associated with public investment in agricul- tural R&D and public infrastructure. These in- vestments, while maintaining the viability of the farm sector, contribute significantly to the competitiveness of the food processing sector, with ultimate gains to consumers in the form of lower real food prices. Other sectors of the economy receive indirect benefits from the sav- ings in food expenditures, which can be allo- cated to savings and purchases on nonfood goods and service.
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