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Limit Price Setting, Invest More-Government's 
Responsibility to Agriculture 

Agricultural Price Pollcy for DeDeloping Countries. 
Edited by John W Mellor and Ralsuddln Ahmed 
Baltimore Johns Hopkins UnIVersity Press, 1988, 327 
pages, $35 

RevlelDed by Ray W. Nightmgale 

The focus of thIS book can be summed up m one quote 

"Pr,ce pohcy IS not the basIc engIne of economIC 
development, but It IS of great pohtIcal Impor
tance and can be a major drag on development If 
not properly artIculated" (p 291) 

ThIS book IS based on a set of InternatIOnal Food 
Pohcy Research InstItute (lFPRD reports presented at 
a 1984 SWISS Development CooperatIon-sponsored 
semmar The book IS based primarily on the work of 
IFPRI, but It also draws on the contributIon of 13 
economic polIcy experts from abroad and reflects 
Mellor's years of price pohcy research experience 
EmphaSIS IS not on abstractIOn of economic relatIon
ships and measurement but on apphed problems_ As 
Mellor says, the book "stops the actIon" to provide 
readers WIth a snapshot of the ImphcatIons of IFPRI 
agrICultural price pohcy research The objectIve IS "to 
focus exphcltly on agrIcultural price pohcy m the con
text of economIc growth and, more specifically, of 
technologICal change" 

It IS Improbable that at one tIme a set of researchers 
would have m hand a collectIon of papers neatly fall
mg mto chapters of a book Researchers Just are not 
hke that, partICularly good researchers m a good 
research enVIronment IFPRl's great advantage IS 
precisely ItS abIlIty to attract exceptIOnally 
knowledgeable people from around the world, glvmg 
them respite from theIr profeSSIOnal dutIes to 
research subjects of mterest to them 

The mtroductory and concludmg papers by Mellor 
and Ahmed prOVide a systematic treatment of agrICul
tural price pohcy for acceleratmg growth and a frame
work to which readers can relate Other papers are 
grouped under_ mternatlOnal enVironment, domestic 
market mterventlOn, productIOn response, technol
ogy, and commerclahzatlOn, and consumer welfare 

Nightmgale IS nn agTlcultural economist WIth the Agriculture 
and Trade AnalYSIS DIVISion, ERS 

The result IS an excellent set of thorough and profes
SIOnal research papers The 26-page concludmg paper 
contaIns the conceptual framework, richly leavened 
With the findmgs of pohcy research 

The' preponderance of western economIc hterature 
tells us that economIes perform best If buyers and 
sellers m private enterpnses set the terms of exchange 
among themselves While we commonly characterIZe 
thIS as market pricmg, abstract markets- d~ not set 
prices, declsonmakers m enterprises set prices Whll!, 
agricultural markets are among the most atomIstIc, It 
IS m these markets that the dIctum of the superIOrIty 
of pnvate decISIOns IS frequently VIOlated For reasons 
both technical and pohtlcal, the people who set prices 
for many agrIcultural commoditIes around the world 
have been the employees of governmental agencies 
The basiC Instruction of Agncultural Price Policy for 
Developing CountTles IS that government cannot aVOid 
prIcmg agrICulture, but that the actIvity should be 
Viewed as an essential responslblhty of government, 
not as an opportumty 

W,th the relatIve advantages of market prIcmg con
veyed, Mellor and Ahmed Identify two particular 
problems which occur when relymg on the market 
alone to solve agricultural prIce troubles FIrst, the 
market "may equate the wrong Side of the supply
demand equatIOn" (that IS, market prices may brmg 
demand mto lIne With supply when the polIcy mtent 
IS greater agrICultural output) Second, the lag be
tween an actIOn and ItS effect may be too long to be ac
ceptable The task of agricultural price pohcy IS more 
than that of determmmg appropriate prIces m the 
short run Pohcymakers must be able to predIct prices 
that would prevail Without market interventIOn and 
thim develop approprIate long-term polICies 

To support accelerated technolOgIcal change, govern
ment expendItures In agriculture must grow Im
mensely Each chapter on technology and the com
,mercIahzatlOn of agrIculture announces pubhc costs 
Pubhc expenditure IS reqUired for the fostering of 
technologIcal change, support of agrICultural prIces, 
subSIdy for Inputs or the dIstributIOn channel for m
puts, and encouragement of growth m employment 
Mellor and Ahmed recommend that the structural re
qUisites ofgrowth In food production and employment 
take prIOrity over Input subSidies and price support, 
espeCially If pubhc resources are scarce 

THE JOURNAL OF AGRICULTURAL ECONOMICS RESEARCHNOL. 41, NO 2, SPRING 1989 30 



I 
, 

F,ve dIfficultIes confront technologIcal change pubhc 
resource scarcIty, InstabIlIty In agrIcultural prIces, 
downward pTlce trends, the Increased use of purchased 
Inputs, and eqUIty In rural regIons 

In the concludIng paper, Mellor and Ahmed gIve an 
InCISIVe revIew of theory and practIce, drawIng on 
broad experIence They descrIbe the pItfalls that,sev
eral decades of strugghng polIcymakers have experI
enced They do not treat polIcymakers of developIng 
countrIes unsympathetIcally TheIr experIences are, 
after all, not very dIfferent from those of developed 
countries 

The 1984 semInar does not date thIS book The obser
vatIons on pohcy pItfalls are today's news and com
mUnIcate 'strong warnIngs on the dangers of poor 
prIce polIcy, partICularly pertaInIng to the growth 
agenda seen as a way out for }ow·lncome countrIes 
Farmers and consumers In developIng countrIes w1l1 
benefit most from a government that focuses on pro
motIng growth In agrIculture An agenda for growth, 
combIned wIth concern for eqUIty and stab,lIty In 
agrIculture, IS the best type of polIcy for developIng 
countrIes to follow But Ahmed and Mellor remmd us 
of the "mtensely polItIcal nature of prIce pohcy, eve~ 
In countrIes where agrIculture IS a mmor sector" 
Both farmers and consumers have an uncommon 
claIm on the hearts and mInds of polItICIans In 
developmg countrles"farmers make up a large share 
of the populatIOn, and food supply shortfalls are borne 
by low-mcome people "through drastIc reductIOn In 
theIr Intake of baSIC nutrlente " 

PolIcy advIsers who venture abroad should check th,S 
book out It IS a very good reference for lecturers on 
farm, polIcy because It conveys, WIth substance, the 
varIed InternatIonal landscape of agrIcultural polIcy
m~kIng , 

The reports Include (1) "AgrIcultural PrIce 
PolIcy-the Context and the Approach" by 
RalsuddIn Ahmed and John W Mellor, (2) 
"Trends In Cereal Supply, Demand, Trade, and 
Stocks" by Leonardo A PaulIno, (3) "ChangIng 
Patterns of VarIabIlIty In Cereal Pr,ceS and Pro
ductIOn" by Peter B R Hazell, (4) "PrIcmg PrIn
CIples and PublIc InterventIOn In DomestIc 
Markets" by RalsuddIn Ahmed, (5) "PublIc 
Stock Management" by Ammar S,amwalla, (6) 
"RIsk and UncertaInty In DomestIc ProductIon 
and PrIces" by Peter B R Hazell, (7) "ForeIgn 
Trade RegIme, Exchange Rate PolIcy, and the 
Structure of IncentIves" by Alberto Valdes and 
Ammar Slamwalla, (8) "RelatIve PrIces In the 
People's RepublIc of ChIna, Rural TaxatIOn 
through PublIc Monopsony" by Bruce Stone, (9) 
"Determination of Administered PrIces of Food 
GraIns In IndIa" by J S Sarma, (10) "CapItal Ac
cumulatIOn, the ChOIce of TechnIques, and AgrI
cultural Output" by Ylar Mundlak, (11) "Tech
nologIcal Change, ProductIOn Costs, and Supply 
Response" by C GRanade, Dayanatha Jha, and 
ChrIstopher L Delgado, (12) "PolIcy for RapId 
Growth In the Use of Modern AgrIcultural In
puts" by Gunvant M DesaI, (13) "Government 
CredIt Programs JustIficatIOn, Benefits, and 
Costs" by Mark W Rosegrant and Ammar 
Slamwalla, (14) "Good SubSIdIes Consumer 
Welfare and Producer IncentIves" by Per 
Plnstrup-AIiderson, (15) "ImplIcatIOns of Food 
AId for PrIce PolIcy In ReCIpIent Countnes" by 
JoachIm von Braun and Barbara Huddleston, 
(16) "AgrIcultural PrICe PolIcy for AcceleratIng 
Growth" by John W Mellor and Ralsuddln 
Ahmed 
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