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   THE POLITICAL ECONOMY OF AGRICULTURAL PRICE 

DISTORTIONS 

  Despite numerous policy reforms since the 1980s, farm product prices remain 
heavily distorted in both high-income and developing countries. Th is book 
seeks to improve our understanding of why societies adopted these policies and 
why some but not other countries have undertaken reforms. Drawing on recent 
developments in political economy theories and in the generation of empirical 
measures of the extent of price distortions, the present volume provides both ana-
lytical narratives of the historical origins of agricultural protectionism in various 
parts of the world and a set of political econometric analyses aimed at explaining 
the patterns of distortions that have emerged over the past fi ve decades. Th ese 
new studies shed much light on the forces aff ecting incentives and those facing 
farmers in the course of national and global economic and political development. 
Th ey also show how those distortions might change in the future – or be changed 
by concerted actions to off set pressures from vested interests. 

 Kym Anderson is George Gollin Professor of Economics, School of Economics, 
University of Adelaide, Australia. During 2004–07, he was on extended leave 
at the World Bank’s Development Research Group as Lead Economist, Trade 
Policy. Earlier, he spent 1990–92 at the Research Division of the GATT (now 
the WTO) Secretariat in Geneva. Professor Anderson has published approxi-
mately 300 articles and 30 books, including  Th e Political Economy of Agricultural 
Protection  (with Yujiro Hayami and others), which received the Tohata Memorial 
Award from Japan’s National Institute for Research Advancement;  Disarray in 
World Food Markets  (Cambridge University Press, with Rod Tyers);  New Silk 
Roads  (Cambridge University Press); and  Agricultural Trade Reform and the 
Doha Development Agenda  (with Will Martin), which received the American 
Agricultural Economics Association’s (AAEA) 2006 Quality of Communication 
Award and the Australian Agricultural and Resource Economics Society’s 
(AARES) 2007 Quality of Research Discovery Prize. During 2006–09, 
Professor Anderson directed a large empirical research project for the World 
Bank on distortions to agricultural incentives, covering  seventy-fi ve countries. 
From this research project, four region-oriented books and two globally ori-
ented books appeared in 2008–09 and 2009–10, respectively, in addition to 
the  present book. His 2009 volume on  Distortions to Agricultural Incentives: 
A Global Perspective, 1955–2007 , received the AAEA’s 2010 Bruce Gardner 
Memorial Prize for Applied Policy Analysis and the AARES’s 2010 Quality of 
Research Discovery Prize.    

 

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

 Th e Political Economy of Agricultural 
Price Distortions

Edited by 

    KYM   ANDERSON  

  University of Adelaide    

   

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Shaftesbury Road, Cambridge CB2 8EA, United Kingdom

One Liberty Plaza, 20th Floor, New York, NY 10006, USA

477 Williamstown Road, Port Melbourne, VIC 3207, Australia

314–321, 3rd Floor, Plot 3, Splendor Forum, Jasola District Centre, New Delhi – 110025, India

103 Penang Road, #05–06/07, Visioncrest Commercial, Singapore 238467

Cambridge University Press is part of Cambridge University Press & Assessment, 

a department of the University of Cambridge.

We share the University’s mission to contribute to society through the pursuit of 

education, learning and research at the highest international levels of excellence.

www.cambridge.org

Information on this title: www.cambridge.org/9780521763233

© Cambridge University Press & Assessment 2010

This publication is in copyright. Subject to statutory exception and to the provisions

of relevant collective licensing agreements, no reproduction of any part may take 

place without the written permission of Cambridge University Press & Assessment.

First published 2010

First paperback edition 2013

A catalogue record for this publication is available from the British Library

Library of Congress Cataloging-in-Publication data

The political economy of agricultural price distortions / [edited by] Kym Anderson.

p. cm.

ISBN 978-0-521-76323-3 (hardback)

1. Agricultural prices. 2. Agriculture and state. 3. Agricultural subsidies.

4. Agriculture – Economic aspects. I. Anderson, Kym. II. Title.

HD1447.P65 2010

338.1´3–dc22   2010022616

ISBN   978-0-521-76323-3   Hardback

ISBN   978-1-107-61627-1   Paperback

Cambridge University Press & Assessment has no responsibility for the persistence

or accuracy of URLs for external or third-party internet websites referred to in this 

publication and does not guarantee that any content on such websites is, or will 

remain, accurate or appropriate.

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

   To Bronwyn, for supporting me in every way 

throughout this project   

 

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

vii

  List of Figures     page ix  

  List of Tables     xi  

  List of Contributors     xv  

  Foreword by Justin Yifu Lin     xix  

  Preface     xxi  

  Abbreviations and Acronyms     xxiii   

   I     INTRODUCTION 

  1.     Understanding Government Interventions in Agricultural 

Markets     3 

 Kym Anderson  

  2.     Agricultural Distortion Patterns since the 1950s: What Needs 

Explaining?     25 

 Kym Anderson, Johanna Croser, Damiano Sandri, 

and Ernesto Valenzuela   

  II     CONCEPTUAL FRAMEWORKS AND HISTORICAL ORIGINS 

  3.     Political Economy of Agricultural Distortions: Th e 

Literature to Date      81 

 Johan F. M. Swinnen  

  4.     Special Interests versus the Public Interest in Policy 

Determination     105 

 Gordon C. Rausser and Gérard Roland  

  5.     Anglo-French Trade, 1689–1899: Agricultural Trade Policies, 

Alcohol Taxes, and War     126 

 John V. C. Nye  

  Contents    

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Contentsviii

  6.     Agricultural Protection Growth in Europe, 1870–1969     141 

 Johan F. M. Swinnen  

  7.     Determinants of United States Farm Policies     162 

 David Orden, David Blandford, and Timothy Josling  

  8.     Agricultural Distortions in the Transition Economies of 

Asia and Europe      191 

 Scott Rozelle and Johan F. M. Swinnen   

  III     POLITICAL ECONOMETRICS: THE PAST FIFTY YEARS 

  9.     Agricultural Price Distortions and Stabilization      215 

 William A. Masters and Andres F. Garcia  

  10.     Why Governments Tax or Subsidize Agricultural Trade     241 

 Kishore Gawande and Bernard Hoekman  

  11.     Impacts of Ideology, Inequality, Lobbying, and Public Finance     278 

 Pushan Dutt and Devashish Mitra  

  12.     Agricultural Trade Interventions in Africa     304 

 Robert H. Bates and Steven Block  

  13.     Trade Agreements and Trade Barrier Volatility     332 

 Olivier Cadot, Marcelo Olarreaga, and Jeanne Tschopp  

  14.     Constitutional Rules and Agricultural Policy Outcomes     358 

 Alessandro Olper and Valentina Raimondi     

  Appendix:     Coverage and Distribution of Assistance across 

Countries and Products, 1955–2007      393 

 Kym Anderson and Johanna Croser  

  Index     427     

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

ix

   2.1.     NRAs to agriculture without and with decoupled payments, 

Western Europe, 1956 to 2007     page 41  

  2.2.     Relationships between real GDP per capita and RRA, all 75 

focus countries, 1955 to 2007     42  

  2.3.     Relationships between agricultural comparative advantage 

and RRA, all 75 focus countries, 1955 to 2007     43  

  2.4.     Cross-country dispersion of NRA (all agriculture products, 

including non-product-specifi c support) and RRA, 2000 to 2004     44  

  2.5.     Distribution of output-based global average NRA, 12 key 

products, 1955 to 2007     47  

  2.6.     NRA, key covered products, high-income and developing 

countries, 1980 to 1984 and 2000 to 2004     48  

  2.7.     NRA for exportable, import-competing, and all covered 

agricultural products, high-income and developing countries, 

1955 to 2004     49  

  2.8.     Global NRA and Trade and Welfare Reduction Indexes for 

covered tradable farm products, 1960 to 2004     54  

  2.9.     Real domestic producer and international reference prices for 

rice, India, 1965 to 2004     56  

  2.10.     RRAs and log of real per capita GDP, China, India, and 

Northeast Asian focus economies, 1955 to 2005     73  

  3.1.     Relative importance of food industry and agriculture with 

development     88  

  4.1.     Th e policy-making process and economic consequences     106  

  5.1.     Average tariff s, Britain and France, 1820 to 1913     128  

  5.2.     Net public revenue, Britain, 1688 to 1800     131  

  5.3.     Beer excise ratio and wine tariff  protection, Britain, 

1827 to 1913     136  

 Figures 

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Figuresx

  6.1.     Average NRAs for key commodities, selected Western European 

countries, 1870 to 1969     145  

  6.2.     Household incomes in agriculture as a percentage of incomes in 

industry, Finland, 1900 to 1990     149  

  7.1.     Projected composition of notifi ed support and “available” OTDS 

support (excluding ACRE payments), United States, 2014     182  

  8.1.     Nominal rates of assistance to agriculture, European transition 

economies, 1992 to 2005     193  

  8.2.     Nominal rates of assistance to import-competing and exporting 

subsectors of agriculture, China, 1981 to 2004     194  

  8.3.     Nominal rates of assistance to agricultural and nonagricultural 

tradable sectors, Vietnam, 1986 to 2004     195  

  8.4.     Correlation between agricultural reforms and political reforms 

in Europe’s transition economies     198  

  9.1.     National average NRAs and real income per capita     220  

  9.2.     National average NRA over time, by trade status and region     222  

  12.1.     Trade Bias Index, Africa’s resource-rich, landlocked, and coastal 

countries, 1955 to 2005     305  

  12.2.     Nominal rates of assistance to food and cash crops, Africa’s 

resource-rich, landlocked, and coastal countries, 1955 to 2005     307  

  12.3.     Relative rates of assistance to agricultural versus nonagricultural 

tradables, Africa’s resource-rich, landlocked, and coastal 

countries, 1955 to 2005     308  

  12.4.     Relative rates of assistance and agricultural trade bias indexes, 

Africa, 1970 to 2005     309  

  12.5.     Index of Electoral Party Competition, Africa, 1970 to 2005     312  

  12.6.     Relative rates of assistance by rural population share, Africa, 

1970 to 2004     321  

  12.7.     Nominal rates of assistance by rural population share and trade 

focus, Africa, 1970 to 2004     322  

  14.1.     Average agricultural NRA and constitutional features, 

1956 to 2005     375  

  A.1.     Number of countries for which NRA and CTE estimates are 

provided for 23 key farm products     401  

  A.2.     Shares of global production of 23 key farm products covered in 

NRA and CTE estimates     401  

  A.3.     Box plot distributions of NRAs for 25 major agricultural 

products in each region of the world, 1955 to 2007     402  

  A.4.     Box plot distributions of NRAs of all covered agricultural 

products for each focus economy, 1955 to 2007     406   

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

xi

  2.1.     Key economic and trade indicators of focus countries, by 

region, 2000 to 2004     page 29  

  2.2.     NRAs for agriculture, focus countries, 1955 to 2007     37  

  2.3.     NRAs for agricultural and nonagricultural tradables, and the 

RRA, by region, 1955 to 2007     38  

  2.4.     Dispersion of NRAs across covered agricultural products, focus 

regions, 1965 to 2007     46  

  2.5.     NRAs for agricultural exportables, import-competing products, 

and the trade bias index, focus regions, 1955 to 2007     51  

  2.6.     Deviation of national NRA around its trend value, 12 key 

covered farm products, developing, high-income, and all focus 

countries, 1965 to 1984 and 1985 to 2004     57  

  2.7.     Coeffi  cient of correlation between regional NRA and 

international price, 12 key covered farm products, various 

regions, 1965 to 2007     58  

  2.8.     Contributions to total agricultural NRA from diff erent policy 

instruments, by region, 1981 to 1984 and 2000 to 2004     61  

  2.9.     Contributions to CTE on covered agricultural products from 

diff erent policy instruments, by region, 1981 to 1984 and 

2000 to 2004     62  

  2.10.     Contribution to change in RRA since 1984 of NRA for 

nonfarm tradables, by region     64  

  2.11.     Regression results to account for variations in national average 

agricultural NRAs, all focus countries, 1955 to 2007     66  

  2.12.     Regression results to account for variations in national average 

RRAs, focus countries by region, 1955 to 2007     67  

  2.13.     Impact of including predicted nonfocus country NRAs on the 

aggregate developing country NRA estimate for 2000 to 2004     68  

  Tables 

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Tablesxii

  2.14.     Regression results to account for variations in product NRAs 

across all focus countries, 12 key covered products, 1955 to 2007     69  

  5.1.     Major taxes, Britain, 1788 to 1792     132  

  6.1.     Average NRAs for key commodities, selected Western European 

countries, 1870 to 1969     144  

  6.2.     Import tariff s in Prussia, the Zollverein, and Germany, 1857 

to 1914     146  

  6.3.     Shares of crops and livestock in total value of agricultural 

output, United Kingdom, France, and Germany, 1815 to 1974     147  

  6.4.     Share of food in overall consumption expenditure, selected 

Western European countries, 1870 to 1969     155  

  7.1.     Costs of major farm subsidies, United States, 1996 to 2012     172  

  7.2.     Aggregate projected outlays under the 2008 FCE Act, 

United States, 2008 to 2012     176  

  8.1.     History of taxation and subsidization under Communist 

regimes in the Soviet Union and China     204  

  9.1.     Initial regression results     224  

  9.2.     Stylized facts of the stabilization index     225  

  9.3.     Testing political economy hypotheses at the country level     227  

  9.4.     Testing political economy hypotheses at the product level     229  

  10.1.     Summary statistics     249  

  10.2.     Export regressions for tax/subsidy choice (binary NRA) and 

NRA levels     252  

  10.3.     Export regressions for tax/subsidy choice, by product, binary 

NRA dependent variable, without institutional variables     257  

  10.4.     Export regressions for tax/subsidy choice, by product, binary 

NRA dependent variable, with institutional variables     261  

  10.5.     Import regressions for tax/subsidy choice (binary NRA) and 

NRA levels     266  

  10.6.     Import regressions for tax/subsidy choice, by product, binary 

NRA dependent variable, without institutional variables     269  

  10.7.     Import regressions for tax/subsidy choice, by product, binary 

NRA dependent variable, with institutional variables     273  

  11.1.     Description of variables     292  

  11.2.     Hypotheses and predicted signs     293  

  11.3.     Ideology and per capita GDP as determinants of RRAs     294  

  11.4.     Inequality and per capita GDP as determinants of RRAs     296  

  11.5.     Ideology, inequality, and share of employment as determinants 

of RRAs     297  

  11.6.     Lobbying and RRAs     298  

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Tables xiii

  11.7.     Revenue motive for agricultural assistance     300  

  12.1.     Determinants of relative rates of assistance, 1975 to 2004     315  

  12.2.     Determinants of NRAs for agricultural importables, 1975 to 2004     316  

  12.3.     Determinants of NRAs for agricultural exportables, 1975 to 2004     317  

  12.4.     Th e role of a privileged cash crop region and presidential 

origin on protection of cash versus food crop protection, 

1975 to 2004     325  

  13.1.     Summary statistics     344  

  13.2.     Explaining changes in agricultural NRAs     346  

  13.3.     Explaining why countries sign trade agreements     347  

  13.4.     Explaining changes in assistance using lagged NRA     349  

  13.5.     Explaining changes in NRAs using alternative counts of trade 

agreements     350  

  13.6.     Exploring whether the Latin American region is diff erent     352  

  13.7.     Exploring whether Latin American countries diff er     354  

  14.1.     Number of political reforms and their distribution under diff erent 

forms of democracy, 1956 to 2005     371  

  14.2.     Average agricultural NRAs and political regimes, 1956 to 2005     373  

  14.3.     Average agricultural NRAs and democracy, diff erence-in-

diff erences estimates     378  

  14.4.     Forms of democracy and average agricultural NRAs, 

diff erence-in-diff erences estimates     381  

  14.5.     Forms of democracy and relative rates of assistance, 

diff erence-in-diff erence estimates     382  

  14.6.     Forms of democracy and nominal and relative rates of 

assistance, with alternative constitutional groups     383  

  A.1.     Summary of NRA coverage statistics, World Bank agricultural 

distortions project     395  

  A.2.     Coverage of gross value of global agricultural production at 

undistorted prices, for 30 key products and 4 product groups, 

2000 to 2004     396  

  A.3.     Coverage of national agricultural production in focus countries 

at undistorted prices, regional averages, 1980 to 2004     397  

  A.4.     Derived shares of global agricultural production for 30 major 

covered products, by region, 2000 to 2004     398  

  A.5.     Shares of regional agricultural production for 30 major covered 

products, by region, 2000 to 2004     399     

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

xv

    Kym   Anderson     is George Gollin Professor of Economics at the University 

of Adelaide and a Research Fellow of the Centre for Economic Policy 

Research in London. During 2004–2007, he was on an extended sabbatical 

as Lead Economist (Trade Policy) in the Development Research Group of 

the World Bank in Washington, DC.   

   Robert H.   Bates     is Eaton Professor of the Science of Government in the 

Department of Government and a member of the faculty of African and 

African-American Studies, Harvard University, Cambridge, MA. His  latest 

books are  Th e Political Economy of Economic Growth in Africa, 1960–2000  

(Cambridge 2007) and  When Th ings Fell Apart  (Cambridge 2008), the 

 latter focusing on state failure and confl ict in Africa.   

   David   Blandford     is a Professor in the Department of Agricultural 

Economics and Rural Sociology and in the School of International Aff airs 

at the Pennsylvania State University, University Park. Before that, he was 

at the OECD in Paris, analyzing impacts of OECD policies, and he has 

chaired the International Agricultural Trade Research Consortium.   

   Steven   Block     is an Associate Professor of International Economics and 

head of the international development program at the Fletcher School of 

Law and Diplomacy, and Associate Professor at the Friedman School of 

Nutrition Science and Policy, both at Tuft s University. His research con-

centrates on food policy, rural development, and nutrition.   

   Olivier   Cadot     is a Professor of Economics at the University of Lausanne, 

an Associate Scholar at CERDI and CEPREMAP, and a Research Fellow of 

the Centre for Economic Policy Research in London. His research interests 

are in the area of international trade and development with an emphasis in 

political economy determinants of trade policy.   

 Contributors   

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Contributorsxvi

   Johanna   Croser     has been a short-term consultant with this project and is 

a PhD and law student at the University of Adelaide, having completed her 

doctoral economics coursework at the University of British Columbia in 

Vancouver, Canada.   

   Pushan   Dutt     is an Associate Professor of Economics at the Asia campus of 

INSEAD, Singapore. His research lies at the intersection of politics, insti-

tutions, and international economics.   

   Andres F.   Garcia     was an Assistant Professor in the Development Economics 

Research Group of the University of Copenhagen in Denmark aft er com-

pleting his PhD at Purdue University (when he contributed to this volume). 

He is now with the Young Professionals Program of the World Bank in 

Washington, DC.   

   Kishore   Gawande     holds the Roy and Helen Ryu Chair of Economics and 

Government at the Bush School of Government and Public Service, Texas 

A&M University at College Station, where he heads the International 

Economics and Development track.   

   Bernard   Hoekman     is Director of the International Trade Department 

and former Research Manager of the trade and integration unit of the 

Development Research Group at the World Bank in Washington, DC. He 

is also a Research Fellow of the Centre for Economic Policy Research in 

London.   

   Timothy   Josling     is Professor Emeritus in the Food Research Institute and 

Senior Fellow at the Freeman Spogli Institute for International Studies at 

Stanford University, CA. His research covers a wide range of agricultural 

trade policy areas, including the relationship between multilateral and 

regional trade agreements and domestic policies.   

   William A.   Masters     is a Professor and Associate Head of the Department 

of Agricultural Economics at Purdue University in West Lafayette, IN. He 

has also been a lecturer at the University of Zimbabwe (1988–1990). He is 

currently a coeditor of  Agricultural Economics , the IAAE’s journal.   

   Devashish   Mitra     is a Professor of Economics and the Gerald B. and 

Daphna Cramer Professor of Global Aff airs at the Maxwell School of 

Citizenship and Public Aff airs, Syracuse University in Syracuse, NY. He is 

also a  coeditor of the journal  Economics and Politics  and associate editor of 

the Journal of International Economics.   

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Contributors xvii

   John V. C.   Nye     is the Frederic Bastiat Chair in Political Economy and 

Professor of Economics at George Mason University in Fairfax, VA. He 

specializes in British and French economic history and the new institu-

tional economics. He is the author of  War, Wine, and Taxes  and coeditor 

of  Frontiers in the New Institutional Economics  (2008).   

   Marcelo   Olarreaga     is a Professor of Economics at the University of Geneva 

and a Research Fellow of the Centre for Economic Policy Research in 

London. His research interests are in the areas of political economy of 

trade policy, barriers to developing countries’ exports, and the impact of 

trade reforms on income inequality and poverty.   

   Alessandro   Olper     is an Associate Professor in the Department of 

Agricultural and Food Economics at the University of Milan in Italy. His 

research interests are in the areas of international trade, political economy, 

and agricultural policy analysis.   

   David   Orden     is a Senior Research Fellow at the International Food Policy 

Research Institute (IFPRI) in Washington, DC, and Director of the Global 

Issues Initiative, Institute for Society, Culture and Environment at Virginia 

Polytechnic Institute and State University in Alexandria. His research 

focuses on the economics and political economy of agricultural policies.   

   Valentina   Raimondi     is an Assistant Professor in the Department of 

Agricultural and Food Economics at the University of Milan in Italy. Her 

research interests are in the areas of international trade and the economics 

and politics of agricultural policies.   

   Gordon C.   Rausser     is the Robert Gordon Sproul Distinguished Professor in 

the Department of Agricultural and Resource Economics at the University 

of California in Berkeley. His research interests include a wide range of 

agricultural and resource economics areas and associated policy issues.   

   Gérard   Roland     is a Professor of Economics and Political Science at the 

University of California in Berkeley, where his research includes the politi-

cal economy of transition economies, particularly in Europe.   

   Scott   Rozelle     holds the Helen Farnsworth Endowed Professorship and is 

Senior Fellow in the Freeman Spogli Institute of International Studies at 

Stanford University, having previously been at the University of California, 

Davis. His research focuses on all aspects of agricultural developments 

in China.   

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Contributorsxviii

   Damiano   Sandri     was a PhD candidate in economics at the Johns Hopkins 

University in Baltimore, MD, during 2006–2007, when he worked as a 

short-term consultant with this project in the Development Research 

Group at the World Bank in Washington, DC. He is now with the Research 

Department of the International Monetary Fund.   

   Johan F. M.   Swinnen     is a Professor in the Department of Economics and 

Director of the LICOS Center for Institutions and Economic Performance 

at the Katholieke Universiteit Leuven in Belgium, and a Senior Fellow of 

the Center for European Policy Studies in Brussels. He focuses on agricul-

tural policies in both Eastern and Western Europe.   

   Jeanne   Tschopp     is a doctoral student in Economics at the University of 

Lausanne in Switzerland. Her research interests are in the area of inter-

national trade and development, including the political economy of trade 

policy.   

   Ernesto   Valenzuela     is a Senior Lecturer in the School of Economics and 

Director of the Centre for International Economic Studies at the University 

of Adelaide in Australia. During 2005–2007, he was an extended-term 

consultant at the Development Research Group of the World Bank in 

Washington, DC.     

www.cambridge.org/9780521763233
www.cambridge.org


Cambridge University Press & Assessment
978-0-521-76323-3 — The Political Economy of Agricultural Price Distortions
Edited by Kym Anderson
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

xix

  For generations, the prices of farm products have been heavily distorted by 

government policies in both high-income and developing countries. True, 

many countries began to reform their agricultural price and trade poli-

cies in the 1980s, but a 2009 World Bank book,  Distortions to Agricultural 

Incentives: A Global Perspective, 1955–2007  (edited by Kym Anderson), 

shows that the extent of intervention is still considerable. In particular, 

policies still favor agricultural producers in high-income countries relative 

to those in developing countries – although, as they have become more 

affl  uent, some middle-income country governments also are beginning 

to support their import-competing farmers. Th is pattern of policies is of 

 concern to the vast majority of the world’s poorest households, who depend 

directly or indirectly on agriculture for their income. And even though 

low food prices may benefi t the urban poor, a 2010 World Bank book, 

 Agricultural Distortions, Inequality and Poverty  (edited by Kym Anderson, 

John Cockburn, and Will Martin), fi nds that current price-distorting 

policies still contribute to global inequality and poverty. 

 If economists are to provide useful advice to national governments on 

how to reform those policies, a fi rst step is to improve our understanding 

of why societies have allowed their governments to adopt them in the fi rst 

place, and why some but not others have subsequently chosen to reverse 

those welfare-reducing measures. Prerequisites for improving our under-

standing are better political economy theories, plus better information 

on the evolving nature and extent of market interventions by govern-

ments. In recent years, there have been substantial developments in both 

pertinent theories and – thanks to the 2009 study mentioned earlier – 

in  empirical measures of price distortions resulting from  agricultural 

and trade  policies. Th e distortion estimates involve more than seventy 

 products that cover around 70 percent of the value of agricultural output 

  Foreword   
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in each of seventy-fi ve countries that together account for more than 

90  percent of the global economy. Th ey also expose the contribution of the 

 various  policy instruments (both farm and nonfarm) to the net distor-

tion to farmer incentives. Such a widespread coverage of countries, prod-

ucts, years, and policy instruments provides an opportunity to test a wide 

range of hypotheses suggested by the new political economy literature, 

including the importance of institutions. 

 Th e present volume draws on those new theories and new data to provide 

a set of analytical narratives of the historical origins of agricultural pro-

tectionism in various parts of the world, and also a set of  ex post  political 

econometric analyses aimed at explaining the patterns of distortions that 

have emerged over the past fi ve decades. Th ese new studies shed much 

light on the underlying forces that have aff ected incentives facing farmers 

in the course of national and global economic and political development, 

and hence on how those distortions might change in the future – or be 

changed by concerted actions to off set political pressures from tradition-

ally powerful vested interests. It is hoped that this volume also will stimu-

late further studies, and that together they will shed light on how that 

improved knowledge can be utilized to bring about pro-poor, welfare-

improving, and sustainable policy reforms. 

 Justin Yifu Lin 

 Senior Vice President and Chief Economist 

 Th e World Bank    
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 Th is book is a product of an empirical research project, begun in 2006, 

aimed at improving our understanding of the extent, causes, and eff ects of 

government interventions in global agricultural markets over the past fi ve 

decades. Th e fi rst stage of the project generated analytical narratives of the 

evolution of policies for a sample of seventy-fi ve countries that together 

account for between 90 and 96 percent of the world’s population, farmers, 

agricultural output, and total GDP. In each country case study, the narra-

tive was informed by the authors’ new estimates of distortions to agricul-

tural incentives caused by price, trade, and exchange rate policies. Annual 

estimates for nominal rates of assistance and consumer tax equivalents 

were provided for more than seventy diff erent farm products, with an 

average of eleven per country that represented around 70 percent of the 

gross value of agricultural production in each focus country. Estimates 

of the overall rate of government assistance to agriculture relative to that 

for nonfarm tradable goods also were provided. Th e country studies are 

reported in four regional volumes and a global overview volume that were 

published by the World Bank in 2008–09, along with the global database 

of price distortions. Th ey were followed by another volume, published in 

early 2010, that focused on quantifying the eff ects of current distortions on 

global welfare, inequality, and poverty.  1   

 Preface   

  1     Th e regional volumes cover Europe’s Transition Economies (Anderson and Swinnen 2008), 
Latin America (Anderson and Valdés 2008), Africa (Anderson and Masters 2009), and 
Asia (Anderson and Martin 2009). Th e global overview book (Anderson 2009) includes 
four chapters covering high-income countries as well as summaries of the regional vol-
umes. Th e core database of the distortion estimates (Anderson and Valenzuela 2008) is 
available at  http://www.worldbank.org/agdistortions . Th e inequality and poverty volume 
(Anderson, Cockburn, and Martin 2010) uses national and global economywide models. 
See the references listed in  Chapter 1  for full citation details.  
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 Th e focus of the present volume is on explaining the historical origins 

of governments’ distortions to agricultural markets and the patterns of 

intervention that have evolved over the past half century. Th e book’s con-

tributors draw on recent developments in political economic theory and 

econometrics, but they could not have undertaken their empirical  analyses 

without the World Bank’s new global agricultural distortions database. Th e 

contributors to the present volume are thus very grateful to the authors of 

the Stage 1 country case studies and to Ernesto Valenzuela and a team 

of very able assistants, including Johanna Croser, Esteban Jara, Marianne 

Kurzweil, Signe Nelgen, Francesca de Nicola, and Damiano Sandri, who 

helped compile the global megaspreadsheet of distortion estimates from 

the various national spreadsheets (all of which are accessible at the proj-

ect’s Web site at  http://www.worldbank.org/agdistortions ). 

 Th e contributors also have benefi ted from feedback provided by 

 participants in a series of workshops at which draft  papers were presented 

over the past three years. Th e fi rst of those workshops was cosponsored 

by the team responsible for the World Bank’s  World Development Report 

2008: Agriculture for Development , led by Derek Byerlee and Alain de 

Janvry. Our thanks extend also to the project’s Senior Advisory Board, 

whose members have provided sage advice and much encouragement 

throughout the planning and implementation stages of the project. Th e 

Board consists of Yujiro Hayami, Bernard Hoekman, Anne Krueger, John 

Nash, Johan F.M. Swinnen, Stefan Tangermann, Alberto Valdés, Alan 

Winters, and, until his untimely death in March 2008, Bruce Gardner. 

 Finally, our thanks go also to the Development Research Group of the 

World Bank (with special thanks to Will Martin) for hosting this research 

project and the editor’s extended sabbatical there in 2004–07, and to the 

governments of the Netherlands and the United Kingdom for providing 

Trust Funds that supported each author’s participation. Th eir combined 

support made it possible for the study to generate estimates of price distor-

tions for countries from all regions of the world except the Middle East 

(which accounts for less than 2 percent of global agricultural production). 

Th anks also to the Australian Research Council and the University of 

Adelaide’s School of Economics for supporting the completion of the fi rst 

two chapters and the Appendix, as well as the overall editing task. 

 Kym Anderson 

 December 2009    
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     CGE      computable general equilibrium (model)   

  CIS      Commonwealth of Independent States (of the former Soviet 

Union)   

  CPI      consumer price index   

  CSE      consumer support estimate (or earlier, consumer subsidy 

equivalent)   

  CTE      consumer tax equivalent   

  EU      European Union   

  EU15      the 15 Western European members of the EU as of April 2004   

  EU25      the 25 members of the EU as of May 2004   

  EU27      EU25 plus Bulgaria and Romania (joined on January 1, 2007)   

  EUR      Euro (currency)   

  FAO      Food and Agriculture Organization (of the United Nations)   

  GATT      General Agreement on Tariff s and Trade   

  GDP      gross domestic product   

  MFN      most favored nation   

  NAFTA      North American Free Trade Agreement   

  NRA      nominal rate of assistance (to an industry or sector)   

  NRP      nominal rate of protection (from import competition)   

  NTB      non-tariff  barrier (to international trade)   

  OECD      Organization for Economic Cooperation and Development   

  PSE      producer support estimate (or earlier, producer subsidy equivalent)   

  RRA      relative rate of assistance   

  SPS      Sanitary and phytosanitary (trade restrictions)   

  STE      state trading enterprise   

  TBI      trade bias index   

  TBT      technical barrier to trade   

  TRI      trade reduction index   

  Abbreviations and Acronyms 
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  TRQ      tariff  rate quota   

  URAA      Uruguay Round Agreement on Agriculture   

  WDI       World Development Indicators  (published by the World Bank)   

  WRI      welfare reduction index   

  WTO      World Trade Organization          
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