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The Center for Agricultural and
Rural Development at Iowa State
University has been a leader in
agricultural economic policy re-
search since its founding in 1958.

Research projects at CARD are
conducted in four major areas:

1. Trade and agricultural policy—
Evaluation of conditions and pol-
icies influencing U.S. and
international markets for agri-
cultural commodities.

3. Resources and conservation
policy—Use of linear program-
ming models reflecting
information on soil types, produc-
tion and distribution systems,
water conservation, transportation,
and other factors that determine
impacts of national level policies
on regions and states.

4. Rural and economic develop-
ment—Evaluation of changes in
agricultural policy that affect rural
and economic development.

2. Food and nutrition policy— Additional copies of this publica-
Effects of agricultural and food tion can be obtained by writing
policy on consumption and nutri- CARD at 578 Heady Hall, Iowa
tion in developed and developing State University, Ames, Iowa 50011.
countries.
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Adelman, I., and S. Robinson. "The Application of General

Equilibrium Models to Analyze U.S. Agriculture."

Clarete, R.L., and J.A. Roumasset. "Competitive Equilibrium Models

and Development Policy Analysis: Problems, Pitfalls, and

Challenges."

Derpanopoulos, J. "Optimal Control of General Equilibrium Models."

The three papers listed above are different yet have a common

theme: the application of computable general equilibrium (CGE)

modeling in agricultural policy analysis. Adelman and Robinson

emphasize the agricultural sector in a social accounting matrix

(SAM) for the United States. Derpanopoulos provides an optimal

control formulation for CGE-like models. Clarete and Roumasset

review lessons from experiences in applied CGE modeling. It is

interesting and telling that the papers, although advocating the CGE

approach, are about models only partially incorporating the

associated concepts (Scarf 1983). After some general comments on

CGE modeling, brief observations are offered on the three papers.

Applications of CGE models in policy research raise a number of

important questions on specification, estimation, solution

approaches, and the selection of appropriate policy exercises. CGE

models are static and have high prior information content. The

separability and other assumptions on preferences and technology

required to limit parameters and facilitate solutions are most

plausible for more aggregate models. These aggregated

specifications limit the policy exercises that can be successfully

undertaken with CGE models. "Extensions" to include dynamics in

CGE-like structures are at present ad hoc and inconsistent with the

CGE approach.

There is interest presently in econometrically estimating CGE

models (see Scarf and Shoven collection). But CGE models have high

prior relative to
empirical information content. If the empirical information content

of the models is limited, then calibration and other estimation

schemes that may not take best advantage of the data can be

justified. Careful econometric estimation is most important for

models with high empirical content. Since these models have high

prior content, refinements in the way empirical information is

introduced may have little impact on model outcomes. Arguments for

calibration are better justified on this basis.


