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Research Review 


The Allocation of International Food Aid 


By Carol Goodloe* 

The food aId program under Public Law (P L ) 480 has 
several legislative objectives (1) to meet humamtanan food 
needs, (2) to contribute to economic and agricultural develop­
ment In reCIpient countries, (3) to develop commercial export 
markets, and (4) to support U S foreIgn policy goals How­
ever the law does not indicate prIontles among these obJec­
tives Nor does the law reqUire that actual allocatIOns be 
evaluated with respf'ct to these obJectives, The multiple 
objectives and lack of prIOrities have led to confusion and 
cntlclsm over the Intent and effect of the program 

Developmg countries' requirements for food aid have grown 
In recent years, whlie supplies of U S gram available for food 
aid have become Increasmgly limited CompetitIOn between 
U S commercIal and concesslOnal exports may Increase 
Policy makers need to know the ImphcatlOns of allocating 
food aId In accordance with the various objectives speCified 
by the law 

ThiS article deSCribes a method for making alternative alloca 
bons of food aId that satisfy the various comblnatlO!1s of the 
four pnmary objectIves of P L 480 The method uses dIffer 
ent operational definitions of these objectives based on SOCial 
and economic c~aracter~stIcs of the recIpient countries I 
examine alternative scenarIOs and analyze the Implications 
of USing different defmltlOns and priOrities I apply thiS 
method to the food aid allocatIOns for 1979 to determine 
which priorities and objectives were most consistent with 
the actual allocations 

The Food Aid Allocation Method 

The method used here allocates food aid accordmg to smgle 
or multiple obJectives, with each objective defined by one 
or more SOCioeconomiC indicators (variables) which measure 
the status of recIpient countries with respect to each obJec­
tive lOne alternative defines each objective by a single 
variable (1) humanltanan-calorlc mtake as a percentage 
of the recommended rmmmum, (2) economic development­
per capIta Gross NatIOnal Product (GNP), (3) market develop­
ment-gram defiCit ratIO, and (4) foreign pohcy-U S mter 
national economic assistance The variables for'each objective 
are shown III rows 1-4 of table 1 

AlternatIvely, ~he definItIOns oCeach objective can meor 
porate these additIOnal variables 

(5) Child death rate, 
(6) Import coverage, 
(7) Debt servIce ratIO, 
(8) Trade balance ratiO, 
(9) RaLlO of urban to total populatIOn, 

(10) 	 Average annual growth rate In gross domestic 
product, 

(11) 	 Average annual export growth rate, and 
(12) 	 US mIlitary asSIstance 

For example, for the humallitanan obJective, the definitIOn of 
food need IS broadened to Include vanables that measure a 
country's economic and finanCIal ability to meet that need 
from Its own resources-level of Income USIng per capita GNP 
(variable 2), level of economic development uSing the child 
death rate (vanable 5), and the balance-o(payments pOSitIOn 
USIng Import coverage (vanable 6), debt service ratio (van­
able 7), and trade balance ratIo (van able 8) The weIghts 
of the variables for each objective sum to 1 0 The multiple 
variables that define each objective are weighted as shown m 
rows 5-17 of table 1 

AllocatIOns can be made to achieve smgle or multiple obJec 
tlves Weights are aSSigned to objectives whIch sum to 1 0 
For example, Item 18 In table 1 weights each of the four 
obJeltlves equally Thus, allocatIOns can vary dependmg on 
both the pnorlty of an objective and Its definitIOn 

The variables used are scaled from 0 to 100 to mak~ them 
comparable The scaled variables are then multiplied by the 
appropnate weights The scaled, weighted variables are used 
to construct two Indexes (not shown In the table) to allocate 
food aid One Illdex determines a country's per capita needs 
ThiS Illdex IS weighted by population to form a second mdex 
that determmes that country's total needs I examilled dif­
ferent combmatlOns'of variables and, weights to df'termlne 
the sensItivity of the method to alternative definitIOns and 
priOrities 

Analysis of AlternatIve Allocations 

I allocated the value of P L 480 exports m 1979-$1 242 

*The author I" an economist With the InternatiOnal billion-among 55 low and middle-income countries uSing 
Economics DIVISion, ERS the above method and examllled_ 23 scenanos The scenarios 

See Carol Goodloe "The AllocatIOn of Food Aid," Staff were correlated to test for slgmficant differences among Report No AGESS 81 6707, US Dept Agr, Econ Res 
Serv , 1981 both the per capita and total'allocatiOns The primary can 
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Table I-WeIghts for objectives and variables 

Vanable weights (see footnotes for each number) Objective 

, 

ObJective/scenario weights 
11 2 I 3 I 4 I 5 I 6 I 7 I 8 I 9 I 10 111 I 12 

Single objective 

Single variable 
Humamtarlan 1 10 10 
Economic development 
Market development 
Foreign policy 

2 
3 
4 

10 
10 
1 0 

10 
1 0 

1 0 

Multiple variable 
Humanitarian 5 10 5 2 03 

6 4 1 2 o 1 01 01 
7 4 2 2 2 

Economic development 8 
9 

10 5 
4 

2 3 
2 1 1 2 

10 4 3 1 1 1 
11 25 25 25 25 

Market development 12 10 5 03 01 01 
13 4 1 1 2 2 
14 4 1 1 1 3 

Foreign policy 15 
16 

10 2 2 6 
5 1 1 1 o 2 

17 2 1 4 3 

Multiple opJectIve 

_Single variable 
Humanitarian 18 25 10 

19 4 10 
20 1 1 0 

Economic development 18 25 1 0 
19 4 10 
20 1 10 

'Market development 18 25 1 0 
19 1 1 0 
20 4 1 0 

Foreign polley 18 25 1 0 
19 1 1 0 
20 4 10 

Muiliple variable 
Humanltiman 21 25 5 2 3 

22 1 5 2 3 
23 4 5 5 3 

Economic development 21 25 5 2 3 
22 1 5 2 3 
23 4 2 3 

Market development 21 25 5 3 1 1 
22 4 5 3 1 1 

.23 1 5 3 1 1 
Fqrelgn polley 21 25 5 1 1 1 2 

22 4 5 1 1 1 2 
23 1 5 1 1 1 2 

- No w~lght aSSigned 
" 

1 Calorie IOtake as a percentage of the recommended minimUm, 1976·78 
2 Per capita GNP, 1978 
3 Grain defiCit ratio, 1978/79 
4 US mternatlonal economic assistance, 1979 
5 Child death rate, 1978 
6 Import coverage, 1979 
7 Debt service fatlo, 1979 
8 Trade balance ratio, 1979 
9 Ratio of urban population to total population, 1980 

10 Average annual GDP growth rate, 1970·78 
11 Average annual export growth rate, 1970-78 
12 US mlhtary assIStance, 1979 
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slderatlOD was not whether a specific country's allocatIOn 
was different for each scenano, but whether the overall 
pattern of the allocatIOns was dIfferent 

I first tested the per capIta and total allocatIOns for the effect 
of usmg alternative pnontIes for the objectives The per 
capIta allocatIOns changed SIgnIficantly dependmg on the 
pnonty assigned to these objectives For example, per capita 
allocallons under the foreIgn polIcy objeclIve were SIgnlf. 
Icantly dIfferent from allocatIOns under the'humanltanan 
objectIve The correlatIOn coefficIent (r) was only -0'142 
Differences m per capita allocatIon patterns were greater­
the r's were closer to zero-when pnonty was accorded to a 
smgle objective rather than to multiple objectives 

In contrast to the per capita allocations, the total allocations 
for mdlvldual countnes vaned only shghtly among different 
objectives because the allocatIOn for each country correlated 
well WIth Its populatIOn SIze The rank order of the total 
allocatIOns was nearly Identical for each scenano, and the 
correlatIOn coefficient between most scenanos was near 
UnIty IndIa, wIth the largest populatIon of the 55 countrIes, 
received the largest allocatIOn 10 aU but 1 of the 23 scenanos 
Thus, when per capita allocations were of pnmary Impor 
tance, the chOice of objectives significantly affected the,alla­
catIOns However, when total allocations were pnmary, alloca­
tions based on population alone would have satisfied all 
objectIves equally well 

I then examined the allocations for the effect of alternative 
operational defimtlons for the objectives, usmg multIple 
vanables to define each objective The allocatIOns for a 
speCIfic objectIve dId not change SIgnlficantlY'lf addItIOnal 
vanables and weights were Included For example, the allo­
catIOns for the three multiple vanable scenanos for the 
humamtanan objective (rows 5, 6, and 7) correlated highly 
WIth the smgle vanable scenano (r9w 1), r equaled 0 898, 
o891, and 0 889 Usmg a SImpler formula WIth a smgle 
vanable IS suffiCient because allocations do not vary slg­
mficantly WIth multIple van abIes 

Comparison with Actual Aid Allocations 

USIng thIS method, [ compared allocatIOns of TItle I and 
Title II aId for 1979 WIth the actual country allocatIons to 
determme the ImplIed pnonty assIgned to objeclIves Under 
the Title I program, the Umted States prOVIdes long·term 
concesslOnal loans for the purchase of agncultural commodI­
lIes Under the Title II program, the Umted States donates 
agricultural commodities for use 10 speCial food programs 
or to help meet emergency needs The total Title I alloea- " 

lIon for 1979 correlated most hIghly WIth scenallos 4,15, 
16, 17, 20, and 22 10 whIch foreIgn polIcy was the pnmary 
objectIVe (table 2) The actual per capIta Title I allocatIOn 
correlated pOSItIvely and SIgnIficantly WIth only three sce 
nanDS (4, 16, and 22), agam ones m whIch foreIgn policy 
was the pnmary objective 

ThIs method does not explaIn the actual TItle II allocatIOns 
The actual allocatIOn was hIghly correlated wIth all but one 
of the total scenanos and with none of the per capita sce­
nanos Because of the method's sensitiVIty to population 
Size, It.dld not perform as well as when one country was 
much larger than the others and, therefore, received a pre­
ponderant share of the allocation-for example, India 10 the 
Title II ailocatIOn In the actual allocatIOns, large countnes 
like India, IndoneSia, Bangladesh, and Pakistan received 
small per capita allocations, whereas In many of the see­
naruis, these large countries received large per capita alloca­
tions because of theIr relative pnonty with respect to a 
speCific objective 

Conclusions 

We can use a Simple weighted-average method to as~ertaln 
the extent to which a partIcular food aid allocatIOn meets 
the objectives stated m the law and to appraise past deCI­
SIons 10 lIght of these objeclIves I applIed thIS method to 
P L 480 exports In 1979 to examme hypothetIcal alloca· 
tIons based on different prlontIes and objectives Per capita 
allocatIOns varied accordmg to the relative pnorlty of an 
objective However, the method's senSItiVity to populatIOn 
resulted In total allocatIOns hIghly correlated WIth populatIOn 
sIze Expandmg the defimtIon of the objectives from smgle 
to multIple vanables dId not SIgnIficantly affect the alloca· 
tlOns Thus, the method was not senSitive to multiple 
vanables'and weights 

I used thiS method to evaluate the Implied objectiVes under­
Iymg the P L 480 Title I and II allocatIOns 10 1979 ForeIgn 
polIcy was Identified as the pnmary objective satisfied by the 
actual TItle [allocatIOns The method dId not IdenlIfy a 
pnmary objective for the actual Title II allocations because 
the method's sensitivity to populatIOn was overwhelmed by 
the populatIOn of IndIa The lack of correlatIOn wIth the 
actual per capita allocations IOdIcated that pnorlty among 
countnes was not assessed on per capita need, but rather 
on a total country baSIS with populatIOn plaY10g a major 
role Large countnes recelVed large total allocatIOns, but 
relatIvely small per capIta allocatIOns ThIS ImplIes thai If 
the objective IS to meet total rather than per capita needs, 
the Simplest ru]e for allocatmg food aid IS 10 proportIOn to 
populatIOn 
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Table 2-COmpallson of alternallve allocatIOn wIth actual TItle I and TItle II allocatIons, 1979 


TItle I 	 TItle II 
obJectlve/scenano 
Per 	 PerTotal 	 Totalcapita 	 capitaI 	 I 


Smgle objective 

Single variable 

Humamtarlan 1 

Eccinomlc'development 2 

Market development 3 

Foreign poliCY 4 


Multiple variable 
Humanltanan 	 5 


6 

7 


Economic development 	 8 

9 


10 

11 


Market development 	 12 

13 

14 


Foreign policy 	 15 

16 

17 


Multiple objective 

Smgle vanable 

All four objectIves 18 

Humanltarlail.·economlc development 19 

Market development-foreign pohcy 20 


Multlrle variable 

AI four objectIVes 21 

Market development-foreign ~ohcy 22 

HUmanitarian-economic cleve opment 23 


0456 

517 

647 

979 


491 

528 

547 

515 

559 

535 

602 

634 

514 

530 

726 

926 

818 


608 

555 

691 


606 

758 

700 


Correlation coefficient 

-0467 0964 0157 
- 508 964 088 


445 334 161 

662 833 - 047 


- 455 963 172 

- 305 960 236 

- 264 957 171 

- 485 962 073 

- 242 960 265 

- 424 951 005 


163 950 313 

441 936 145 

171 953 290 

170 953 282 

272 968 - 078 

673 865 059 

378 966 - 038 


- 036 964 218 

- 311 965 194 


366 961 206 


- 112 962 254 

646 955 204 

458 960 264 
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Journal of a Tamed Bureaucrat: 

Nils A. Olsen and the BAE, 1925-1935 


Richard LOWltt, ed Ames Iowa State 
Umverslty Press, 1980 $1695,266 pp 

Reviewed by Kenneth R. Farrell' 

JourTUll of a Tamed Bureaucrat IS a pithy, highly personal 
View of the programs, personalities, and pohtlcs of the Bureau 
of Agricultural Economics (BEA) and the U S Department 
of Agriculture (USDA) dunng 1925-35, as seen and recorded 
by Nils A Olsen, chief of the Bureau for 7 years begmmng 
1928 An aggressive, egocentnc, and protective admInistrator, 
Olsen totally committed hunself and the Bureau to depart­
mentaiaffBlrs and to,the seething agncultural pohcy Issues 
of hiS tlm..-the McNary-Haugen two-pnce plans, 'the Federal 
Farm Board and Its market stablhzatlon schemes through 
cooperatives, and the birth and early operations of the Agn­
cultural Adjustment AdmmlStratlOn 

Clearly, the Bureau and the Department were, as LoWitt 
notes In hIS introduction to the Journal, " an excltmg, 
challengmg, and confusmg place m which to work" dunng 
the 10-year span of Olsen's diary Personalities such as 
LoUIS Bean, MordeC8.1 Ezekiel, Chester DaVIS, Herbert Hoover, 
George Peck"O C Stme, Jesse Tapp, Rex Tugwell, Henry A 
Wallace, and M L Wilson all feature prommently m the 
evolutIOn of farm pohcy as descnbed by Olsen The clash of 
Ideas and personallbes, the bureaucratic mtrlgue, and Jockey­
Ing for pOSitIOn, descnbed In detaIl and rehshed by Olsen, 
proVide mSlght mto pohcy formulatIOn and admlmstrabon 
that students of agncultural pohcy Will find stlmulatmg and 
mfonnatlve 

In the mtroductlOn, LoWitt has very capably proVided an 
ovemew of agncultural pohcy ISSues of the era This IS a 
useful framework for Integrating Olsen's sometimes CryptiC 
notes But It IS Olsen's Journal entnes which Impart the 
sense of cnslS In agnculture of the times, the tlmtd and 
conservative VIews of the Hoover adirumstratlon, and the 
chaos and quantum changes 10 pohCles dunng the early New 
Deal Readers Will not find lengthy, techmcal diSCUSSIOn of 
the economic ratIOnale undergirding farm programs 10 the 
Olsen Journal From the detai1ed recountmg of discussIOns 
With Henry A Wallace on their dally mornmg walks'to 
USDA to expressIOn of hiS pnvate, lOner mIStrust of Tugwell, 
the Journal IS a highly personal document. DISCUSSion of 
pohcy and departmental adJmmstratlOn IS cloaked 10 the 
recountIng of hlS personal relatIOnships WIth hiS colleagues 
10 the Department 

In some respects the ISSues, pohcy and administrative, which 
occupied Olsen are stnkmgly different from those whIch 
occupy comparable bureaucrats 10 USDA today There was 

*The reViewer, former AdmlnlStrator of the Economic 
Research ServIce, lS Dllector of the Food and Agricultural 
Pohcy Program WIth Resources for the Future ­

no Food Stamp Program, regulatory programs were of lesser 
scope, cooperatives Wielded much more power In the Depart­
ment' and In agncultural pollcy deliberations, commodIty 
surpluses and depressed farm Income were chromc, rather 
than sporadic or cychcal, the Department was smgularly and 
unabashedly the farmers' Department, orgamzatlOn and 
administratIOn were Simpler (Olsen's poslbon combined the 
current pOSitions of Assistant Secretary fOI'Economlcs, 
AdmlDlstrator of the former Econonucs, StatiStiCS, and 
Cooperatives Service, and substantial parts of the fonner 
SCience and EducatIOn Adrmmstrabon and the Agricultural 
Marketmg Service) 

But, 10 other respects the Issues confronting Olsen strongly 
resembled those of today Export expansion was a major 
pohcy obJective, the creatIOn of the Foreign Agricultural 
Semce over strong objections from Herbert Hoover and the 
Department of Commerce permeated many of the early 
entnes In Olsen's Journal Land use was a central Issue, albeit 
In the context of a relatively cheap, abundant resource and 
chroDlc excess capacity In agnculture In many way~ Olsen's 
1929 farm pohcy prescnptlons have a nng relevant even 
today production adjustment, reVISion of land pohcles, 
development of foreign markets, promotion of cooperatIVes, 
reVISion of rural credIt systems, Improvement of transporta­
tIOn systems, tax reductIOn on farm lands, and strengthemng 
of research Ill!d extensIOn 

As one who held administrative posts In the Economic Re­
search Semce and Its successor agencies for 10 years, I see 
other parallels m our respective expenences-the senSitiVIty 
of polIcy offiCials to pnce forecastuig, the Issues of balance 
between "service" and longer run research, sporadic reorgam­
zatlon threats and sphntenng of the Agency to stafr other 
offices of the Department by what Oisen labeled the "wreck­
mg crew" In the Office of the Secretary, budget reducttons, 
tensIOns ansmg from the professlonahsm of BAE and from 
the deSire of pohcy offiCials for Ideologlcal commitment to 
their pohcles and programs 

Apart from the detenoratlon of hIS personal workmg relatIOn­
ships With Secretary Wallace's Immediate staff stemmmg 
from differences WIth Tugwell and'bureaucratlc "end runs" 
by members of Olsen's own stafr, Olsen's most persIStent 
admlDlstratlve problem centered on bureaucratic contentious­
ness, first With the Federal Farm Board and later With the 
Agricultural Adjustment Adrmnlstrabon (AAA)_ Both entIties 
were concerned With adrmrustratlon of agncultural adJust­
ment programs, each wOs mdependent of BAE, and each was 
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organized and staffed 10 part b~ stnppmg out functions 
and personnel from the BAE Olsen was never able to accept 
those arrangements One can sunmse that his personal resent­
ment may have obscured hIS Views of the programmatic and 
pohcy ments of the Board and'the AAA to the extent that 
hIS effectiveness as BAE _chief was substantially eroded 
bero_re hIS resignation 10 1935 

Olsen served with three Secretanes dunng a decade of 
economJC cnses and chronic adjustment problems In Amencan 
agnculture. Then, as now, economic mformatIOn and analysIs 
were cntlcal to pohcy fonnulatlOn and program adnllnlstra­
tlon Olsen well understood that essential fact and made the 

[. 

most of It to estabhsh his own role as well as that of the BAE 
as 8 VItal source of data, economic research, and outlook 
mformatlOn Although he was deeply Immersed 10 the 
"pohtlcal economy" of agnculture and of the Department, 
hIS Journal reveals a deep appreciatIOn of the Importance ot 
profeSSionalism and objectiVIty In the economic research and 
statIStICal fUnctIOns of the BAE /.iay It contmue to be so In 
the successor agenCles of BAE 

As B"tamed bureaucrat" of more recent VIntage, I enjoyed 
readmg and commend to students of agncultural policy, 
agnCultural pohtlcs, and agncultural hIStory the Journal of 
a Tamed Bureaucrat 

'. 
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Imperfect Markets in Agricultural Trade 

Alex F McCalla and Timothy E Josling, eds MontclalI, N J 
A11anheld, Osmun and Co , Publishers, Inc, 1981 $29 50, 240 pp 

Reviewed by William E. Kost* 

InternatIonal agncultural markets can best be evaluated In 
the context of market structure, conduct, and performance 
ThIs IS the theme of a book that grew out of a 1979 sympo­
SlUm on agricultural trade The book surveys the current state 
of research on mternatlonal agrIcultural markets and the 
policies that mfluence theIr performance Two positIOns are 
derIved from thiS viewpoint (1) domestic and internatIOnal 
agricultural pohcy Issues are closely related, and (2) the rele­
vant theoretical framework for analYSIS of internatIOnal 
agncultural markets IS Imperfect competition 

The book consIsts of an Introductory chapter, seven papers, 
and an excellent 6a-page blbhography on mternatlOnal agn­
cultural trade Issues 

In "Structural and Market Power Considerations In Imperfect 
Agncultural Markets," McCalla argues that one cannot under­
stand InternatIOnal agncultural markets WIthout exphcltly 
recoglllzing theIr structure ThiS recognition leads Immediately 
to an analysIs of market power, and McCalla concludes that 
agricultural markets are Imperfect A review of hterature 
reveals that most empmcal analysIs hinges on assumptIOns of 
perfect competition or monopoly Because these markets 
seem to be ohgopohstlc, the models used to date have only 
limited usefulness McCalla concludes that any descnptlve 
structural model must mclude a pnce formation mechanism 
that mcludes expliCit recognitIOn of the participants' market 
power He suggests that the past emphasiS on perfect competi­
tion and monopoly models may be based on economists' 
propensity" to seek deterministic, eqUlhbnum and 
market cleanng solutIOns" (p 25), whereas disequilibnum 
modeling approaches may be a more frUitful direction for 
analYSIS 

In "Pnce FormatIOn m International Agncultural Trade," 
Sarris and SchmItz argue that varIOus agncultural commodIty 
markets differ 10 market structure (state tradmg agencies, 
pnvate traders, mult1OatlOnal finns, and producer marketing 
boards) and, therefore, In pncmg mechamsms They suggest 
that alternative olIgopohstIc pncmg mechamsms eXist m mter­
national agricultural markets pnce leadership, pnce dlscnm­
matlOn, spatial pncmg, base pomt pncmg, limit pncmg, 
futures market pncmg, and others They also emphasize the 
role of market information m pnce formation and suggest 
that an analysIs of the mformatlOn flow mechamsm can shed 
some hght on the type of market structure that eXIsts and, 
thus, on the pnce formatIOn mechanism They suggest that 

*The reviewer IS an agricultural economist With the 
InternatIOnal Economics DIVISion, ERS 

an Industnal organIzation approach to the study of lOter­
natIonal agncultural commodIty market structures and to 
the pnce formation mechanism IS warranted (and has been 
lIttle used to date) 

In "Domestic Agncultural Pnce PoliCies and Their Interac­
tIOn through Trade," Joshng argues that, ID open economies, 
domestic agIlcultural pohcy aimed at domestic supply! 
demand problems partly determmes the structure of the 
world market Therefore, since an understandmg of the 
structure of the world market IS necessary for analyzmg and 
formulatIng domestIc pohcy alternatIves, the analysIs of 
other countIles domestic poliCies becomes CIltJCaJ In addi­
tion, any realistic attempt to negotiate mternatIonal agncul­
tural policy must also conSider domestic agncultural pohcles 
Any economic analysIs of IOternatlOnal agncultural markets 
must carefully and explICitly Include both domestic and 
trade pohcles 

In "AnalYSIS of ImperfectIons m InternatIOnal Trade The 
Case of Gram Export Cartels," Schmitz and McCalla diSCUSS 
the Issues mvolved ID estabhshmg one class of agncultural 
market restIlctlons-a cartel The review of the state of 
research on thiS tOPIC mdlcates that the results hmge more on 
empmcallssues than on theoretical Issues and that the relative 
Importance of the domestic market versus the mternatlOnai 
market compbcates the analysIs 

In "Empmcal Models of InternatIonal Trade In Agncultural 
Commodities," Sams reviews alternatIve trade modelmg 
methodolOgIes export supply /Import demand equlhbnum 
and supply/demand eqUlhbnum, Simultaneous equatIOn 
models, spacial pnce equllibnum models, market share models, 
and Amungton-type models Sams concludes that no one 
type of model can best answer the entIre range of pohcy ques­
tions Most models reViewed do not adequately mcorporate 
the lInkage between foreign and domestIc agricultural policy 
nor do they mcorporate the ohgopohstJc nature of the 
market Sarns thmks that a promISIng route to modehng 10­

valves looking at the export supply',mport demand functIOns 
from a deCISIOn theoretic YlewpolDt that treats the functIOns 
as representlOg " active polIcy rules of governments 
follOWIng domestIc obJectIves" (p 109) The overall method­
olOgIcal framework stIll seems to fall under the headIng of 
a mlCroeconomlC, general eqUilIbrIUm, supply /demand model 

In "Pohcy Issues Relevant to UnIted States Agncultural 
Trade," Hillman reVIews the history of U S agncultural 
domestic and trade poltcy from the viewpoint of the degree 
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of publIc Involvement, the inconsistencies Inherent In these 
pohcles, and the consequences of not Integratmg domestic 
and mternatlOnal policies 

In "International Agricultural Pohcy Issues In-Relation to 
Research Needs," Josrmg discusses mternatlonal agncultural 
t_rade policy' and the perfonnance of the world food system 
from the viewpoint of efficiency, stablhty, and equity HIS 
focus IS InternatIOnal agncultural polley as discussed at the 
1974 World Food Conference 

The book's underlymg thesIs IS that agnculturaJ commodity 
markets and agricultural pohcy can only be understood and 
evaluated In the context of an open economy and that these 
markets can only be evaluated m the context of an Imperfect 
competitIOn model 

However, I would argue that the assumption of perfect 
competition does not,underhe a maJonty of the trade models 
Most models have Included polIcy!power type varIables In 

theIr equatlOl)S Often, these equatIOns could more appropn­
ately be labeled reactIOn functions or decIsion functIOns 
rather than the tradItIOnally defined structural supply I 
demand functions The models do, however, retam the 
mathematical prope!ty of beIng simultaneous equatIOn 
systems They assume an equIlibrIUm situation eXIsts TItey 
assume that, at the margm, markets clear That IS, markets 
clear subject to the constraints Imposed by the vanables 
added to the system (the ones you would not find m a 
perfect competition model) Therefore, some of the non­
competitive features of th~ market have been recognized and 
modelers have attempted to Incorporate these ohgopolIstic 

features In their models as constramts on amarket cleanng 
solutIon The models bUIlt to date may not be as bad as thIS 
book Imphes However, as suggested, other modeling 
approaches to internatIOnal agncultural commodity trade 
analysIs (such,as game theory) may, be'more,appropnate 

The authors mdlcate that one approach to modehng the 
ohgopohstIc nature of the market may be to follow a dls­
eqUllIbnum modeling approach If you accept the 8rCl:!ment 
that a dlseqmhbnum approach IS better than an equlhbnum 
approach when representing real ~orld agncultural markets, 
than all models to date are probably defiCIent. Dlsequl· 
hbnum (as opposed' to dynarmc) models have been mfre· 
quently used by economIsts at any level. of analysIs In thIS 
context, does a systems dynamiCS met~odology offer some 
hope to Improvmg mtemabonal agncultural commodIty 
market modelIng and pohcy analysIs? 

ThIs book provIdes a valuable servIce It hlghhghts Important 
pomts that are not examined carefully enough Markets are 
Imperfect PartiCipants do have power Polley can only be 
analyzed m the context of an open economy These concepts 
must be recognized If researchers are to bUild relevant models 
of mternatIonal agnculture How that behaVIOr IS recognized 
can vary Existing models have approached It In several ways, 
these authors suggest several other ways Stili others eXist 

There are minor problems that one could qUibble with m 
each of these articles, however, they do not detract from the 
underlymg theme of the book Anyone mterested ID IDter­
national agricultural trade Will find thiS book one of the 
better additions to the recent literature 
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The Socioeconomic Impact of Resource Development: 
Methods for Assessment 

F Larry Lelstntz and Stephen H Murdock SOCIal Impact 
Assessment Senes No 6 Boulder, Colo WestvIew Press, 
1981 $2375, 285 pp 

Reviewed by Thomas F. Stinson' 

The environmental Impact statement (EIS) has gained popular 
acceptance as the way to provide local officials with Informa­
tion about the potential hazards of proposed developments 
Although much of the emphasIs IS on Items such as aIr and 
water pollutIOn and land use conflicts, each EIS also de­
scribes social and economic Impacts-Including the changes 
In local government's costs and revenues-that are expected 
to accompany the new project 

Unfortunately, many of these SOCioeconomiC assessments 
have been of poor quality They have been Incomplete or 
Inaccurate, local officIals relYing on them have often been 
misled Many pohcymakers and planners have found lIttle 
relabon between the changes projected In the SOCIOeconomIc 
assessment and those whIch actually occurred III their 
community 

While most of the blame for the substandard studies must 
rest with the agencies and consulting firms who prepared 
them, there have been some mltlgaLmg circumstances 
SocIOeconomic assessments are a relatively new planmng 
tool, and there are no well establIshed gUldehnes for Indl 
Vidual analysts to follow Until recently there was no suffi­
ciently well defined body of literature to which analysts 
could turn for assistance Those responsible for estlmatmg 
Impacts of large-scale development In rural areas faced the 
additional problem of adapting techOlques deSIgned to assess 
Impacts m large metropolitan areas so as to take account of 
the speCIal charactenstics of small towns and sparsely popu­
lated areas 

Most attempts to Improve the qualIty of thiS work have be~n 
precluded by limIts on time and budgets Assessments are 
usually completed under such severe time pressure that only 
Incremental Improvements m technIque have been possIble 
The transfer of mCormabon among researchers IS further 
slowed by the tendency of the work completed to be re 
ported eIther directly to the contractmg agency or III publl­
cabons not generally accessIble Although advances eventually 
become known to those conductmg Impact assessments, they 
remam almost maccesslble to mdlvlduals outside the mformal 
commUlllcatlOn network 

Lelstntz and Murdock's book helps remedy some of those 
problems It brings together and summarIzes eXlstmg mforma­
tlon about techmques for estlmatmg SOCial and economic 

*The reviewer IS an economist In the Economic Develop­
ment DIVISion, ERS, and IS stationed In St Paul, Mlnn 

Impacts of development Equally Important, It devotes sub­
stantial space to dlscussmg the assumptions behind each 
technique and the problems In Implementing them and to 
descnbmg what each approach can and cannot be expected 
to do well 

Such a book IS particularly timely as the development of 
Impact analysIs appears to have hit a plateau Large, first­
generatIOn computer models have been completed, and most 
of the easy, Incremental modIfications have been made 
Research now must focus on ways of makmg major Improve 
ments In the accuracy of projectIOns This volume proVides a 
llIce markmg pomt, establishmg what IS generally known, 
while makmg attempts to move on 

The book IS not for everyone, however It IS most appropnate 
for those With some traInmg In regIOnal economics or regIOnal 
SCience, but With httle expenence m prepanng SOCioeconomiC 
Impact assessments Admllllstrators and managers tramed III 
other fields, but With responslblhtles for overseemg the prep­
arahon of SOCIOeconomiC assessments, wdl also find It use­
ful Or, the book could be used as a set of companion read­
mgs for an mtroductory course m regional analysIs 

Thos_e expectmg to fmd a step by step outline descnbmg how 
to conduct a SOCioeconomiC Impact analysIs of a particular 
project will be dlsapPolDted The authors assume the reader 
has more than a passmg famliaanty WIth the tools of regIOnal 
analYSIS They descnbe analytical technIques such as mput­
output analYSIS and gravity models m suffiCient detad to pro­
Vide nontechlllcians With an Idea of how they work, but not 
m the detaJl needed for analysts to use them In a particular 
assessment or to Interpret theIr findlDgs 

The book IS also likely to prove somewhat dlsappomtmg to 
the experienced Impact analyst Although the authors do 
a good Job descrlbmg the state of the art In SOCioeconomiC 
assessment modelmg as of 1980, they prOVide little to stim­
ulate thmkmg about new approaches to problems ThiS 
defiCiency IS particularly noticeable m the chapter on model­
mg SOCial Impacts, where lItUe gUIdance IS prOVided about 
whIch of the many pOSSible areas for research are likely to 
prove most frUitful SImilarly dlsappomtmg IS the lack of 
new mSlghtslon pOSSible methods for Improvmg the dynamiC 
capabilIties of regIOnal models 

The book has two major sectIOns The first covers the types 
of projectIOns needed In an mtegrated SOCioeconomiC assess­
ment Chapters on economIC, demographic, publIc service 
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(here meamng local publIc Infrastructure), fiscal, and social 
Imp-acts are proVIded Each chapter discusses the key V3T1­
abl~s to be estimated, standard ways of estlmatmg them, 
and problems with the techmques No actual estlmaJ:_es or 
~anges of estlmates are provided, however, the discussIOn 
IS entirely conceptual The second sectIOn discusses problems 
of combmmg social and economic assessments mto a smgle 
IDtegrated model, reVieWS In detail sever~l current computer­
Ized1models, and offers some thoughts on the use of assess­
ments m the policy process 

In general, the strengths of the book mirror the strengths of 
eXisting knowledge The book IS most successful m Its early 
chapters and IS less satJ.sfymg In the chapters on social Impacts 
and the mtegratlOn of s-octal and economic Impacts, areas 
where current practices and tech~l_ques are considerably less 
well defmed Dlsappomtment with' these chapters really 
reflects a frustration with the inability of current SOCIO­
economic asse~sments to proVide mformatlOn of thiS type, 
the authors'oniy make the ambigUities and falhngs of cur 
rent techmques more apparent 
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A Conference on Modeling and Evaluating Policy 
and Institutional Impacts on Farm Firms: 
Theory, Research, Policy, and Extension Applications 

Reviewed by Thomas A. Miller' 

How can we better estimate the Impact of Government 
policies on mdlVldual farm firms? TIus question was the 
focus of. 3-day conference held In WashIngton, DC, In 
November 1981 The conference, sponsored by the Eco­
normc Researeh SerVIce (ERS) .nd the Farm f lund.tlon, 
discussed using firm (micro) models to Improve our under­
standmg of how'producers Ieact to changes In polIcy, insti­
tutional, and economic conditions 

AgncuJtural pohcymakers and economists are continuously 
challenged to prOVide InSights Into the effects of alternative 
programs and policies Analyses of the costs and benefits 
and dlstnbutIonailmpacts of different policies among farms 
of different types, tenure, eqUity, Size, and reglon are a 
cntlcal part of this process These analyses depend on mlcro­
economic models of the fann firm to prOVide an understand­
mg of how the Unl~ Involved In actual production and adjust­
ment decISIons react to alternative pohcy cllcumstances 

In spite of the need for microanalyses, resources for micro­
modeling activities m the professIOn continue to be limited 
The challenge conSidered by the conference o.,yas how to en­
hance the effectiveness of resources devoted to mlcromodel­
mg SpeCific objectives were the following 

1 	 To develop and Improve understandIng of the 
advantages and limitatIOns of farm growth,and 
adjustment models for analyzing policIes and 
conducting extension activities 

2 	 To foster current and future professlonalmter­
achons among economists In the U S Department 
of Agnculture (USDA), universItIes, and other InStl 
tut~ons Interested 10 farm growth and adjustment 
modehng 

FOCUSing on these objectives was mtended to clanfy the use­
fulness of micro fann firm models 10 evaluatmg Government 
policies and to Improve the quality of current and future 
farm growth and adjustment modeling research 

A broad range of fllln modeling tOPICS came under diSCUS­
sion (1) an overview of farm firm models for evaluatIOn of 
policy and performance, (2) theoretical conSiderations 10 
modeling finn growth, (3) methods for hnklng fann and 
sectoral performance models, (4) ImplIcations of the cur­

·The reviewer IS an agricultural economist wlth the 

National Economics DlvlslOn, ERS, statIOned at Colorado 

State University 10 Fort Collins 


rent policy agenda for modehng farm behaVIOr, (5) represen­
tatIOn of InstitutIOnal and legal conSiderations In farm firm 
models, (6) nsk management models, (7) SimulatIOn models, 
(8) optimizing models, and (9) use of fann models on exten­
sion actiVities Dunng these seSSIOns, 18 malor papers were 
presented and 24 discussants were heard A concluding 
session summarIzed accomplishments and proVided a forum 
for evaluatmg the conference 

Durmg the first session of the conference, John E Lee, Jr , 
the AdmlOlstrator of ERS, descnbed the history and need 
for mlcromodelmg In policy analYSIS From the ERS stand­
pomt, the aggregate models beong used by the Agency are 
defiCient In thell abilIty to evaluate pohcy because farm Im­
pacts arc not represented Mlcromodels are needed to 1m 

prove understandong of the dlfferenttallmpacts of policy 
and to Improve polIcy appraisal Knowledge of indiVidual 
farm Cllcumstances IS Important both In the assessment of 
current conditIOns and In the estimation of how policy Will 
affect farms of different types, Sizes, and regIons Issues con­
cernIng the structure of agnculture and the resultIng USDA 
Structure of AgncuJture Project underscored thiS pomt 
EXIstmg models, both In ERS and at land-grant UniVersities, 
sometimes d~d a poor Job of forecastmg the response of 
firms to alternative poliCies and were sometimes unable to 
estimate the dlstnbutlve Impacts of poliCY 

Lee summarized ERS needs for firm-level analytical capa­
bility (1) to understand likely responses of farm firms In 
alternative regIOnal, commodity, Size, and finanCial SituatIOns 
to various market conditIOns and polIcy proVISIOns 10 order 
to understand (but not measure) likely aggregate responses, 
(2) to understand likely distributive Impacts of varIOus polIcy 
and market SItuations, and (3) to use thiS analYSIS In conJunc 
tIon (mfonnally) With macro and econometnc models Usmg 
mlcromodels [or these purposes defines a legitimate and 
Important subset of activity for economists m the years 
ahead-;;ufficlently Important to lustlfy IOvestong In thIS 
conference and In Improvmg the realIsm of behaVIOral models 
of farm firms 

Htstollcally, the attention of agncultural economists has 
cycled from mICro to macro and back, With USDA and the 
land-grant UnIVersities currently haVing qUite dIfferent 
focuses Lee asked for a renewed cooperative effort be­
tween ERS and unIversity economiStS, both m advanCing 
the state of the art In mlcromodelJng and I,n applymg the 
resultmg analytical capability to Important economic Issues 
He made It clear that thiS effort was not to get ERS back 
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Into the farm management busmess, but to allow ERS to 
pick up a neglected anal~t1cal tool that can be used to 
broaden Its capabilIty In pohcy analysIs 

The conference papers can be characterized as a collage 
of observatIOns, hypotheses, model descnptlOns, problems, 
conclusions, and unanswered questions [n total, this collage 
represents the state of,the art 10 farm firm modeling The 
highlights mclude the followmg sample 

• 	 The actual behavior of agricultural firms IS com­
plex, It can only be understood by mlcromodels 
that represent the complex dynamics of economic 
change Such models proVide both qualitative and 
quantitative results, and research should focus on 
understandmg the behavIOr of fa!Jl1 firms, rather 
than on predlctmg It 

• 	 Pohcy analysIs requires complementary micro and 
macromodels of agriculture, as well as explIcit InStl 
tutlOnaJ arrangements that allow pohcymakers 
access to the results and the understandtng gaIned 
from modeling actiVities 

• 	 The concept of an economic fmn IS greatly compli­
cated by tax and legal form-of-ownershlp consldera 
tlOns, and such complIcations must be dealt with In 
fann finn model bUlldmg Inn.bon, tax rules, the re­
sulting financial consIderatIOns, and complex legal en­
tities render the concept of a profit-maxlmlzmg fann 
firm only a crude approximation of the real Situation 

o 	 Model buIlders must Incorporate risk Into micro­
models to understand how nsk management and the 
differential nsk-beanng ability of farms affect 
behaVIOr, survivability, and the long term structural 
Impact of poltcy 

• 	 SimulatiOn models of farm firms and households 
can help researchers understand the complex mter­
action of tax laws, inflatIOn, credit use, and publIc 
policy Unfort!-!nately, the enormous detaIl requlIed 
to represent actual behaviOr In such models may 
restnct thelI use In policy an~lysls 

• 	 Polypenodlc, goal programmmg, and Monte Carlo 
programming models have been used to represent 
farm response to selected economiC parameters 

• 	 Extension applications of farm firm models are 
IncreasIng with the advent of desk-top computers 
Researchers must prOVide highly fleXible and gen­
eralized software If farmers are gOing to make effee 
tlve use of modelmg teehmques In problem solVing 

Clearly, farm firm modeling advanced substantIally In the 
seventIes, with numerous successes Nevertheless, these ad­
vances have Illummated new barriers, theoretIcal questions, 
and difficulties that stIll hmlt the use of mlcromodels In 

evaluations of the Impact of pollcy and institutional changes 
on farm firms - . 

The final session of the conference summanzed some of the 
remamlng questions The second conference obJective, the 
hoped-for professional mteractIon among economists mter­
ested m farm modeling, certaInly was accomplished, with the 
potential for mutual benefit 

Regarding the first conference obJective, understandIng the 
advantages and hmltatIOns of farm finn models, the con 
ference Identified as many limitatIOns as advantages This 
statement IS not Intended to be negative The hmltations 
Identified, the Issues unresolved, and the-questions unan­
swered proVide the foundation for further progress There­
fore, my review concludes Wlth a summary of these Issues ~j 

and questions 

What are the uses of, models, and who are the chents? 
AcademiC scholarshiP. firm,declslonmakmg, and pohcy 
analysIs sometimes represent competmg uses for models that .-; 
tend to muddle the objectives of model research _Potential 
fundmg sources are often'ahenated by thiS apparent 
confUSIOn 

Can multipurpose mlcromodels serve different clIents and 
evaJuate different kmds of poliCies? What consequences of 
policy are to be evaluated? Should the model builder ask the 
pohcymaker what Impacts to evaluate? Who are pohcy­
makers-the adminIstration, the Congress, lobbYISts, or farm 
organizations? 

How can complementary micro- and macromodels be used III 
policy analyses? Must the aggregation Issue be resolved? What 
role should case studies play m the political process? How 
complex should models be? 

How can human organizational lInkages be established be­
tween model bUilders, extenSIOn polIcy educators, policy 
analysts, and pohcymakers? How can we diminIsh the cur­
rent gaps between ERS economists and model bUilders at 
umversltles? How can modehng actiVities be diVided, and 
what clIentele could each institutIOn serve? How can the ex- _ 
penence gamed from model buIldmg be used m polIcy 
analYSIS? 

The complete conference proceedmgs will be,pubhshed In 

1982 My mtent here IS to mcrease demand for the full 
report I believe the proceedmgs Will become a benchmark In 

the literature of farm firm modelmg 
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