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Imperfect Competition and Political Economy in Trade

Imperfect Competition and. Political Economy: The
New Trade Theory in Agricultural Trade Research.
Eduted by Colin A Carter, Alex F McCalla, and
Jerry A Sharples Boulder, CO Westview Press,
1990, 270 pages, $32 95

Reviewed by Daniel Pick

Read this book 1if you are thinking about using imper-
fect competitive or political economy models 1n your
trade and policy analysis 1t contamns thorough refer-
ences on the most recent developments in these trade
theories

The 1989 summer symposium sponsored by the Inter-
national Agricultural Trade Research Consortium was
devoted to new developments in trade theory and
implications for agricultural trade research Seven
papers from the symposium became chapters of the
book, which 1s divided into two main themes The
first, in pieces by Krishna and Thursby, Richardson,
Thursby and Thursby, and MacLaren, pinpoints issues
of imperfect competition and international trade The
other, 1n preces by Moore, Ray, and de Gorter and
Tsur, examines pohtical economy and 1its implications
and trade modelng

The opeming two chapters extensively review litera-
ture on the current theory of international trade and
imperfect competition (Krshna and Thursby), as well
as survey the empirical estimates and approaches
the literature (Richardson) The surveys are weak in
therr hmited applhicabihty to mternational agricultural
trade research Annama, discussing Krishna and
Thursby’s paper, says of the existing theoretical mod-
els of imperfect competition “Both settings appea far
from allowing the extension of the results reached to
international agricultural market policy analysis

e ———— e ——

Richardson’s writing on the existing empirical esti-
mates of measuring national welfare contams a long
reference list that emphasizes the literature on general
equilibrium models Empirical applications of computa-
ble general equihbrium models have gamed popularty
among agricultural economists who find them useful
for policy analysis

Thursby and Thursby furnish an empucal application
of a duopoly model to Canadian and U S wheat
exports to Japan by using an industral organization
approach i modeling wheat trade This type of recon-
cihiation between international trade and mndustral
organization has been applied recently in many empiri-
cal studies Industrial organization models offer an
alternative approach to investigate the role of market
structure in international trade Helpman and Krug-
man! noted that decisionmakers 1n agriculture may
take advantage of the pervasive role of institutional
arrangements to break away from price-taking
behavior They advocate more fully exploiting the hink
between international trade-and models of industrial
orgamzation The shortcomings of this type of
approach, as used by Thursby and Thursby, a1e cov-
ered 1n the discussion by Veeman

MacLaren discusses the 1ssue of differentiated prod-
ucts as applied to international trade theory in general
and agricultural t1ade in particular He mentions the
weakness of using the Armington model, pointing to
other approaches that can be used m modelng interna-
tional trade in differentiated products

The book’s other segment on political economy of trade
contains two survey papers by Moore and Ray and
ends with a structural model of political economy and
trade for agrnculture presented by de Gorter and.Tsur

The book contains (1) “Introduction” by Colin A
Carter and Alex F McCalla, (2) *Trade Pohcy
with Imperfect Competition A Selective Survey”
by Kala Krishna and Marie C Thuisby, (3)
“International Trade, National Welfare, and the
Workability of Competition A Survey of Empiri-
cal Estimates” by J Dawvid Richardson, (4) “Stia-
tegic Trade Theory and Agricultural Markets An
Application to Canadian and U 8§ Wheat Expoits
to Japan” by Marie C Thursby and Jerry G

Thursby, (5) “Implications of New Trade Theory
for Modelling Imperfect Substitutes in Agri-
cultural Trade” by Donald MacLaren, (6) “New
Developments 1n the Pohtical Economy of Pro-
tectiomsm” by Michael O Moove, (7) “Empirical
Reseaich on the Political Economy of Trade” by
Edward John Rav, (8) “The Political Economy of
Agreultural Policy and Trade” bv Hary de Go-
ter and Yacov Tsur, (9) “Summary" by Stephen
L Haley and Jerry Shatrples

Pick ts an agncultural economust with the Agriculture and Trade
Analysis Division, ERS

'\E. Helpman and P R Krugman Trade Policy and Marhet Stric-
ture, The MIT Press, Cambriudge, MA, 1989
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Moore summarizes the new developments in the the-
ory of political economy, while Ray surveys the
empirical research literature on the political economy
of trade Since both surveys are conducted by econo-
mists not necessarily famihar with agricultural pol-
1cies, 1t 15 left to the reader to try to hink the existing
models to the reality of agriculture

At 1ts conclusion, the book develops a structural model
of the political economy of agricultural policy and
trade De Gorter and Tsur offer a model 1n which pol-

Editor Ane Oskam
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iticians and parties compete for votes The model then
tries to explain the patterns of trade and polimes The
model, however, suffers from some shortcomings that
are well addressed 1n the discussion by Honma

Overall, I recommend the book to those who are inter-
ested in research applied to international trade and the
determinants of policies In particular, the reader will
find the survey chapters most-useful in exploring the
new theories of imperfect competition and pohtical
economy

Berlin New York
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