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Imperfect Competition and Political Economy in Trade 


Imperfect Competition and, Political Economy: The 
New Trade Theory In Agncultural Trade Research. 
Ed~ted by Calm A Carter, Alex F McCalla, and 
Jerry A Sharples Boulder, CO Westvuw Press, 
1990, 270 pages, $32 95 

Reviewed by Daniel Pick 

Read thIS book If you are thmkIng about usmg Imper
fect competItIve or polItIcal economy models m your 
trade and polIcy analYSIS It contams thorough refer
ences on the most recent developments m these trade 
theones 

The 1989 ,summer symposIUm sponsored by the Inter
natIOnal Agncultural Trade Research ConsortIUm was 
devoted to new developments m trade theory and 
ImplicatIOns for agrIcultural trade research Seven 
papers from the symposIUm became chapters of the 
book, whIch IS dIVIded mto two mam themes The 
first, m pIeces by KrIshna and Thursby, RIchardson, 
Thursby and Thursby, and MacLaren, pmpomts Issues 
of Imperfect competItIOn and mternatlOnal trade The 
other, In pIeces by Moore, Ray, and de Gorter and 
Tsur, exanunes polItIcal economy and ItS ImplIcatIOns 
and trade modelIng 

The openmg two chapters extensIvely revIew lItera
ture on the current theory of mternatlOnal trade and 
Imperfect competItIOn (KrIshna and Thursby), as well 
as survey the empIrIcal estImates and approaches m 
the lIterature (RIchardson) The surveys are weak m 
theIr lImIted applIcabIlIty to InternatIOnal agncultural 
trade research Annama, dISCUSSIng KrIshna and 
Thursby's paper, says of the eXlstmg ,theoretICal mod
els of Imperfect competItIOn "Both settmgs appeal far 
from allowmg the extensIOn of the results reached to 
InternatIOnal agrIcultural market pohcy analysIs" 

The book contams '0) "IntroductIOn" by Cohn A 
Carter and Alex F McCalla, (2) "TI ade Pohcy 
WIth Imperfect CompetItIOn A SelectIve Survey" 
by Kala KrIshna and Mane C ThUl sby, (3) 
"Inte~natlOnal Tlade, NatIOnal Welfare, and the 
WOIkablhty of CompetItIOn A Survey of EmpU'l
cal EstImates" by J DaVId Rlchal dson, (4) "Stl a
tegIc Trade TheOl y and AgI~cultural Mal kets An 
ApplIcatIOn to CanadIan and U S Wheat ExpOl ts 
to Japan" ,by Mane C Thursby and Jerry G 

RIchardson's wrItmg on the eXlstmg empIrIcal estI
mates of measurmg natIOnal welfare con tams a long 
reference lIst that emphaSIzes the lIterature on general 
eqUllIbnum models EmpIrIcal applIcatIOns of computa
ble general eqUllIbnum models have gamed populanty 
among agrIcultural economIsts who find them useful 
for polIcy analYSIS 

Thursby and Thursby furnIsh an empU'lcal applIcatIOn 
of a duopoly model to CanadIan and U S wheat 
exports to Japan by usmg an,mdustl'lal organIzatIOn 
approach m modelmg wheat trade ThIS type of recon
clhatlOn between InternatIOnal trade and IndustrIal 
orgamzatlOn has been applIed recently m many empU'l
cal studIes IndustrIal orgamzatlOn models offer an 
alternatIve approach to InvestIgate the role of market 
structure In mternatlOnal trade Helpman and Krug
man l noted that declslOnmakers In agl'lculture may 
take advantage of the pervasIve role of mstltutlOnal 
arrangements to break away from prIce-takIng 
behaVIOr They advocate more fully explOltmg the lInk 
between mternatIOnal trade-and models of mdustrlal 
orgamzatlOn The shortcomIngs of thIS type of 
approach, as used by Thursby and Thursby, al e cov
ered m the dISCUSSIOn by Vee man 

MacLaren dIscusses the Issue of dIfferentIated prod
ucts as applIed to mternatlOnal trade theory m general 
and agrIcultural tI ade m partIcular He men tIOns the 
weakness of usmg the Armmgton model, pOlntmg to 
other approaches that can be used m modelmg mterna
tlOnal trade'm dIfferentIated products 

The book's other segment on pohtlcal economy of trade 
contams two survey papers by Moore and Ray and 
ends WIth a structural model of polJtlcal economy and 
trade for agncultUl e presented by de Gorter and ,Tsur 

Thursby, (5) "ImphcatIOns of New Tldde TheOlY 

fOI Modelhng Imperfect Substltute_s m Agn

cultUlal Tlade" by Donald MacLalen, (6) "New 

Developments m the Pohtlcal Economy of PIO

tectlOlllsm" by MIchael 0 Moore, (7) "EmplIllal 

Reseal ch on the PohtIcal Economy of Trade" by 

Edward John Rav. (8) "The PohtIcal Economy of 

AgI~cultural Pohcy and Trade" bv.HarlY de GOI

ter and Yacov Tsur, (9) "Summal y" by Stephen 

L Haley and J el'l'y Shm pIes 


Pick IS an agncultural econoDllsl WIth the AgrIculture and Trade IE Helpman and P R Krugman Trade Polley and Market Stnte
AnalYSIS DIVISIOn, ERS titre, The MIT Press, CambrIdge, MA, 1989 
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Moore summarizes the new developments m the the
ory of political economy, while Ray surveys the 
empmcal research literature on the political economy 
of trade Smce both surveys are conducted by econo
mists not necessarily familial with agncultural pol
ICies, It IS left to the reader to try to Imk the eXlstmg 
models to the reallty of agrIculture 

At ItS conclUSIOn, the book develops a structural model 
of the political economy of agricultural policy and 
trade De Gorter and Tsur offer a model m which pol-

ItlCIanS and partIes compete for votes The model then 
tnes to explam the patterns of trade and poliCies The 
model, however, suffers from some shortcommgs that 
are well addressed m the diSCUSSion by Honma 

Overall, I recommend the book to those who are mter
ested m research applied to mternatlOnal trade and the 
detennmants of poliCies In particular, the reader Will 
find the survey chapters most-useful m explormg the 
new theones of Imperfect competitIOn and politIcal 
economy 

----------mouton de gruyter--
Berlin New York 
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The European Review of Agricultural ECODODllC8 serves as a forum for dISCUS
SIons about the development of theorebcai and 8pphed agncultural econOmICS 
research in Europe and for sb.muiabng Ideas regardmg the economic problems of 
agriculture m Europe and other parts of the world 
The ERAE also promotes dISCUSSion on Dabonal resource use, protecbon of the 
environment, marketmg of agncuih!ral products and development of rural Breas 
Throughout. the ERAE strives for balanced coverage of alllssu8S 10 agricultural 
economics producbon economiCS, operabons research and farm management 
problems. agricultural pohcy mcludmg fann mcomes and farm structure. reglOn
al planmng and rural development. supply analYSIS. factor markets. demand anal
YSIS and markebng, mternabonal trade and development. stabsbcal and econo
metric methods etc Orlgmal arbdes as well a-s full or abstracted arbdes which 
have already appeared m nabonal pubhcabons and/or m other languages are m
eluded Shorter features supplemen I the mam conlents and ensure that the most 
recent mformabon aV81lable IS covered These features mclude research notes. 
book reviews comments on prevIOusly pubhshed aroeles and news Items about 
European actJvlbes m the field of agrIcultural economics such as meetmgs and 
conferences 

The European ReVIew of AgncuJturaJ ECODOmiCS IS published as one volume of 
four Issues per year (approximately 510 pages) 

Subscnpbon rates for Volume :19 (1992) 
Insbtubons/hbra"es OM 26800 (plus poslage) 
IndiViduals (prepaid only"') DM 12880 (mcludes postage) 
Smgle Issues DM 7000 

PrIces m US$ for subscriptIOns In North AmerIca only 
Insbtubans/libranes US$ 165 00 (plus poslage) 
IndIVIduals (prepBld only') US$ 62 90 (mcludes poslage) 

* Subscnplions for mdlvlduals are for personal use only and must be prepaId Ilnd ordered directly from 
the pubhsher Prepaymenl may be made by check or by credIt card MasterCsrd [Access] EuroCard Viss 
and American Express [AMEX may nol be used lfl North America] Orders placed for IflstJlutions will be 
lflvolced at the Ln9titullonal rate The lfldivldual rate L9 not avalloble lfl the FRG SWItzerland or AustTiB 

Insbtubonal subscrlpbons and smgle or back Issues can be ordered from your 
local bookseller or SubscrIpbon ageni. or directly from MOUTON DE GRUYTER 
(a diVISion of Walter de Gruyter) at the followmg addresses 

For North Amenca For all other countries 
Walter de Gruyter Inc Walter de Gruyter& Co 
200 Saw MIll RJVer Road Postfach 11 02 40 
Hawthorne NY 10532 0-1000 Berlm 11 
USA 	 Federal Republic of Gennany 
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