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RESEARCH ON THE POLITICAL ECONOMY 
OF AGRICUL TURAL POLICIES 

CONCEPTUAL AND METHODOLOGICAL ISSUES 

von 

M. PETIT, Dijon 

It is now well accepted that it is proper for economists to investigate the detenninants of 
economic polieies, i.e., to attempt answering the question: why are polieies what they are? 
This is also true in the field of agricultural policies. But, even though this author suggested 
the need for an "analytical political economy", in order to clarify the distinction between our 
two roles as "analysts" and as "moralists", as far back as in 1973 (see VALDES, 1974), this 
need has not been accepted until only recently. In 1984 at the Conference of the European 
Association of Agricultural Economists held in the same city of Kiel where we are today, a 
very lively debate took place, in panieular between Konrad Hagedorn and Secondo Tarditti. 
The former criticized the latter for presenting a paper recommending agricultural policy 
leading to the economic optimum, without paying any attention to the political process whieh 
could bring about this optimum economic policy. Hagedorn justly pointed out that the 
implicit optimum political model of economists, as presented in that case by Thrditti, was that 
of a dictatorship. In that perspective, the economist places hirnself in the position of the 
adviser to an enlightened poliey maker. At best therefore, the implicit political models is that 
of the enlightened dictator of the 18th century philosophers. It is now clearly accepted that if 
we want to influence policies, we need first to understand why agricultural polieies are what 
they are; and, for this purpose, attention must be paid to the process bringing about agricultu
ral policy decisions. The purposes of this paper are: 

(1) to review recent advances in what may be called the new political economy literature, 
which aims at understanding why policies are what they are, particularly to review its 
theoretical foundations, and 

(2) to present the current debates about the best methods to be used in political economy 
investigations regarding agricultural policies. The debate today may not yet be fully 
explicit but the practices of the researchers are diverse enough that one should pose 
explicitly the question of which research strategy seems the most appropriate to 
understand better the detenninants of agricultural policies. As befits a profession such as 
ours, with its long tradition of applied scientific work, the ultimate objective is to lead to 
better-educated actions. We want to understand better the detenninants of agricultural 
polieies in order to interpret the current situation, to assess the forces at play whieh 
brought it about, to predict how they may evolve in the future and thereby, we hope, to 
throw light on the decisions of all participants in the poliey-making process. 

I. TIIEORETICAL FOUNDA TIONS 

1. The precursor of the new politieal economy was probably Downs. His main contribution 
(DOWNS, 1957) is that public policies must be interpreted as the result of the behavior of 
policy makers seeking, not the maximum of an hypothetical social utility function, but their 
own individual welfare: perhapsmaximizing the probability of being reelected or more 
generally maximizing their political support. Down's approach was fruitful inasmuch as it 
permitted the application of economic calculus to interpret policy makers' behavior. That 
tumed out to be a more fruitful approach than those based on the hypothesis that polieies are 
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designed to maximize public welfare, i.e., the usual implicit assumption of economists giving 
advice to policy makers on the basis of what they view as the economic optimum. 

2. Down's major idea was integrated by Stigler and his followers in what has become known 
as the Tbeory of Regulation (STIGLER, 1970 and 1971; PELTZMAN, 1976). Tbe main 
characteristics of this theory is that regulations benefit primarily the regulated and not the 
public at large, conttarily to what they are allegedly supposed to do. For instance, in trying to 
protect the public against quacks, public authorities regulate the standards of the medical 
profession. Tbis., is administered by the profession itself wbich, as a result, restricts the entry 
into the "industry", ensuring thus the existence of monopoly rents which increase the income 
of the physicians. The theory of regulation proposes an explanation of this general 
phenomenon. Following on an idea by Downs, the cost of information is taken into account 
as weil as the cost of mobilizing a group to put pressure on public authorities. Tbc regulated 
are usually hetter informed about the issues concerning their profession than the public at 
large. It is worthwhile for them to be informed, whereas the cost of getting informed and of 
mobilization for the general public on the same issues is much higher than the anticipated 
benefits. Hence an asymmetric situation develops, pennitting the capture of the henefits of the 
regulation by the regulated. This interpretation by Stigler and bis followers was couched in 
terms which are very much related to US specific institutional arrangements. 

3. Tbe first merit of the rent-seeking-theory, as suggested by Krueger (KRUEGER, 1974), 
and then developed by others (see BUCHANAN, TOLLISON and TULLOCK, 1980) is to 
show that activities aimed at inftuencing governments or at taking advantage of government 
regulations are widespread and certainly not restricted to the United States. In her lead article, 
Krueger estimated the amount of social los ses caused by import tariffs and license 
arrangements in India and Thrkey. Making the heroic assumption that rent-seeking activities 
themselves are competitive, i.e., that anybody can effectively apply for import licenses, she 
claimed the value of the resources devoted to the search for import license must be equal to 
the value of the rent which those import license pennit. She concluded that such activities 
consumed large amounts of resources, the order of magnitude being several percentage points 
ofGDP. 

Rent-seeking is an activity which, instead of mobilizing resources to produce More goods and 
services useful to society, mobilizes them to capture an institutional rent created by govern
ment intervention. Thus, these resources are not productive for society even though it maybe 
perfectly logical from the individual's standpoint to engage in such an activity. The foregone 
production of goods and services, due to the fact that resources have been wasted, are 
deadweight losses. Bhagwati coined the expression "directly unproductive profit-seeking" 
activities (DUP). to convey the same idea and avoid the ambiguities of the concept of rent 
(BHAGWATI,1982). 

The nature of the social losses can perhaps be illustrated on an example, that of robbery. 
When a robber steals something from its legal owner, the amount of resources stolen can be 
interpreted in economic terms as a transfer. One cannot conclude that there is a loss of social 
welfare, unless one is willing to say that the utility of the good stolen is lower for the robber 
than for the legal owner. But·resources are used by the robbers to ply their trade. Tools and 
resources are also allocated by owners to protect their property. Tbey include such things as 
locks, insurance jlolicies. Society at large also expands resources to suppress robbery (police, 
prisons, judicial system, etc.). All these resources are social deadweight losses. 

One can certainly question Krueger~s hypothesis that rent- seeking is a competitive business. 
Entry into rent-seeking is probably not free; not everybody can effectively apply for an 
import license in a given country. But it remains that such behavior, i.e., using resources to 
capture rent, is probably a very important aspect of the relationship between govemments and 
economic agents and it is clear that economic agents are willing to pay, in one form or 
another, policy makers and bureaucrats that create the rents which can be derived from 
govemment rules and regulations. 
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Applied to agriculturaI policies in developed countties, the theories of regulation and of rent
seeking provide interesting insights. Indeed agriculturaI policies benefit fanners who get 
organized in order to influence public institutions. The benefits which the farmers derive from 
these policies can be viewed as rent created by public authorities. Tbere is no doubt that 
much of the agriculturaI policy debate involves fann organizations attempting to influence 
public authorities to maintain those rents or to increase them. This example illusttates also the 
relevance of collective actions in the policy process. 

4. In this perspective the work of Olson on collective action appears particularly relevant 
(OLSON, 1965). Olson has identified a major obstacle which must be overcome for a group 
with common interest to get organized and be effective in a collective action. Tbe group faces 
the problem of the ''free-rider'', that is, each individual has an interest in the group acting 
together but in himself not paying for it, i.e., he's riding free. For instance, an riders benefit 
from the existence of public ttansportation but if you can avoid to pay for it, so much the 
better. A classical example of this problem is that faced by agricultural marketing 
cooperatives. In order to increase prices, producers must often control supply. The cost of 
collective action is the amount produced which each individual farmer must withhold from 
the markeL Tbe free-rider benefits from the higher price resulting from market supply control 
behavior of other producers but does not pay the price: he seils all his production at a higher 
price. One can understand that the incentive for free riding may indeed be very high. Of 
course this is the source of a major difficulty for collective action since every individual 
producer has the same incentive to ride freely; and if everybody does that, there is no 
collective action at an. 
Organizations have invented, as Olson has analyzed, many ways to overcome this difficulty. 
Some authors argue that an these ways direcdy or indirecdy rely on govemment intervention 
(see SALMON, 1985). If this view is accepted, it will then be difficult to make a clear-cut 
distinction between economic agents such as fann cooperatives and public authorities, as wc 
will tty to do below. It remains that Olson's theory of collective action throws light on the 
behavior of collective agents ttying to inftuence public authorities. They are one form of 
rent-seekers. 

5. In order to render account of the interaction among all the actors seeking their own 
individual wclfare, be they politicians or other policy makers, as suggested by Downs, or 
private agents seeking rents, many economists studying the determinants of policies use the 
concept of the political markeL (See for instance HAYAMI, 1988 or RAUSSER, 1982). On 
that market, policy makers are assumed to supply policies, interventions, regulations, etc. in 
response to the demand of economic agents seeking institutional rents. Because those 
demands are contradictory, policy makers are faced with political benefits and costs when 
they decide on a given policy. The cquilibrium on the polincal market will be reached when 
the marginal political benefits of a given regulation for the policy maker deciding it will be 
cqual to the marginal political costs of this regulation. As time passes and as the economic 
situation evolves, those costs and benefits will change leading to changes in policies. This 
concept of the political market can thus be used to interpret variations in policies through 
time and space. Yet it suffers from a major limitation: the political costs and benefits do not 
constitute a rigorously well-defined magnitude. Thus, it is not surprising that most authors 
use the concept of political market more as an analogy than as a real theoretical consttuct. 
This leads us to a general criticism of the interpretation of policies given by the authors 
which we just reviewed. 

It is sttiking indeed to observe that when discussing actual policies all these authors become 
very critical of govemment intervention. One is led to the simplistic conclusion that all 
governmcnt interventions are bad. This in particular seems to be the conclusion of Olson's 
more recent book (OLSON, 1984). 
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Probably this is due to an undue reliance on the static interpretation of policies derived from 
the models which have just been described. An existing situation with government inter
vention is compared to a purely abstract situation in which there would not be government 
intervention but everything else would be the same. Such a comparison is not valid because it 
does not throw any useful light on the concrete situations faced by economic agents and 
policy makers. What is usually at stake is a contemplated policy change. The reference 
situation must then be the existing situation, with its own dynamics: Even if the contemplated 
policy will not change, the existing situation will evolve. One must then take into account the 
sequence of policies and past events which have brought about the existing situation and one 
must compare the evolution of the economy and of the society under different policy 
scenarios. Thus stated this position leads us to stress the relevance of dynamic interpretations. 
This has been particularly weil illustrated by Allison in his famous study of the Cuban missile 
crisis (ALLISON, 1971). 

Reviewing the relevance of various decision models, Allison stressed the importance of the 
sequence of decisions brought about by a given situation and the multitude of the choices 
faced then by various actors. These choices themselves result from the sequence of past 
events. The process of implementation of adecision is also extremely important. It is 
sequential in nature and restricts the margin of maneuver of the various actors. Starting from 
a completely different perspective, Bardhan recently came to a very similar conelusion 
(BARDHAN, 1988). Studying the determinants of institutions in economic development, he 
stresses the usefulness of taking into account transaction costs. Because many markets 
transactions are not free but entail costs, institutions are created in order to reduce transaction 
costs. This is a very fruitful hypothesis to understand the relevance of such institution as 
share-cropping, for instance. But he points out the limitation of such an approach. In this 
framework, institutions should change when they do not fulfill their role anymore, Le., when 
the situation is ''ripe''. Yet Bardhan points that that many institutions that were created at one 
time continue to survive today even though they seem inappropriate. The transaction cost 
approach is, as he says, "murky on the process through which new institution and property 
rights emerge". He says that this is analogous to a detective who would identify the murderer 
in a criminal case by identifying only the person who benefits from the crime. In judicial 
terms, this is not sufficient. The detective most also indicate how the murder was committed 
and prove it. Similarly the process of institutional change is viewed as essential to 
understanding how institutions are determined. Similariyalso, the process of policy making 
must be taken into account and interpreted if we want to feel confident that we have weil 
identified the determinants of policies. 

Bardhan suggests useful ideas in this perspective: "As we all know from experience, 
dysfunctional institutions often persist for a very long period ... A self-reinforcing 
mechanism for the persistence of socially sub-optimal institutions may be in operation when 
path-dependent processes are important as is now recognized in the literature of the history of 
technological innovations. A path chosen by some initial adopters to suit their interest may 
lock-in the whole system for a long time to come denying later more appropriate technologies 
or institutions a footing. This lock-in happens dynamically as sequential decisions "groove" 
out an advantage that the system finds it hard to escape from. The process is non-ergodic; 
there are multiple outcomes, and historical "smali events" early on may weil decide the larger 
course of structural change." 

He also criticizes the concept of a market for institutions in which the demand for 
institutional innovations would face a supply depending on political entrepreneurs 
undertaking the necessary collective action. Bardhan points out the that distinction between 
supply and demand in that case may be somewhat artificial. This is very elose to the criticism 
of the political market presented above. 
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n. TIIE MElHODOLOOICAL DEBATE 

In spite of solid theoretical foundations, the field of political economy of agricultural policies 
is characterized by a great diversity of research practices. Therefore, there is an implicit 
debate on the most appropriate methodologies to assess why government policies are what 
they are. In the second part of this paper, we want to review these methodological issues. We 
will do so by presenting the investigators' practices as responses to conflicting pressures: the 
urge to quantify and the need to describe. 

1. The Urge to Quantify 

Quantification is very often viewed as a superior form of knowledge in our profession. It 
permits a sharper specification of the hypotheses and a more rigorous test of these 
hypotheses, 

two essential steps in the scientific approach. Here, we will review a few quantitative 
approaches used by political economy investigators, illustrating the issues at stake on the 
examples of works by specific authors. 

a. Reaction Functions 

For our purpose, it will be useful to review a recent paper by Von Witzke on the determinants 
of the US wheat support price level (VON WIlZKE, 1988). The author hypothesized that 
policy makers maximize a utility function (Wt), which depends upon the level of farm 
income (Y J and the level of budget expenditure (Bt). Wt is assumed to increase with farm 
income and to decrease with budget expenditure 

Both income and budget expenditures are viewed as dependent upon the price level (P J 
which is fixed by the government 

Pt is an instrumental variable. Assuming a fairly standard Nerlovian expectation model 
regarding prices one can demonstrate that the maximum of W1 is obtained for the price level 

Pt = ßo + 131Pt-1 + i32 Yt + I3:JI3I + ~. 

This equation can be called areaction function and can be estimated direct1y. The author has 
estimated such function on the basis of US national data for the period 1963/64 to 1983/84. 
He found that indeed the priee support level was linked to farm income and budget 
expenditure and that the coefficients had the expected signs. In addition, he was able to point 
out the effect of a presidential election year by introducing an additional dummy variable in 
his reaction function. He found that, other things being equal, the price support level for 
wheat is smaller during a presidential election year; and he provided an interpretation 
of this phenomenon, suggesting that during that period, it is difficult for special interest 

groups to argue their ease effectively at the time when other more important issues are being 
discussed. 

The same approach has been used by several authors (see for instance VON WI1ZKE (1986), 
RIETHMULLER and ROE (1986), GARDNER (1986), ABBOlT (1979), SARRIS and 
FREEBAIRN (1983). It has proven useful because it provides a way to test the influence of 
economic variables on poliey decisions. But the obvious limitation of this approach is that it 
ignores the poliey process. 
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b. Econometric Approaches 

This limitation has been pointed out in a review of econometric work wnucn by RAUSSER, 
UCHTENBERG and LA'ITlMORE (1982). In the conclusion of their review, these authors 
distinguished two types of econometric approaches: the estimation of what they called 
"criterion functions", describing the criteria which are pursued by policy makers, and 
secondly, policy instrument behavioral equations, which relate policy instruments to general 
economic variables as illustrated by Witzke's pricc equation presented above. Both sets of 
equation may bc estimated; but of course they must be specified in advancc. Tbe review 
concludes that the problem with criterion functions is that the approach neglects the exertion 
of power, therefore does not includc the study of the bargaining game undcrlying govcrnment 
behavior and incorporating multiple objectives and uncertainty. In addition, the criterion 
function requires a great amount of "a priori structure." Tbe same review concludcs that the 
problem with bchavioral equations is that they are based on weak conccptual constructions. 
Yet one would hope that the rigorous empirical tests pcrmitted by econometric techniques 
should be tests of specifically testable hypotheses dcrived from asolid conccptual con
struction. Again, we are led to the conclusion that econometric work: can be very useful (the 
authors reviewed many referenccs). But it has suffered from the static limitations dcscribed in 
the first part of this paper. 

c. Use ofGlobal Indicators of Agricultural Support 

International comparisons can bc very useful in the study of the dctcrminants of agricultural 
policies. In spite of numcrous geographic and historical differences, one can observe that 
many agricultural policy problems are similar in many diverse countries. Global indicator of 
agricultural support can bc very useful for such comparisons, if one wants to quantify. Tbus, 
the nominal rate of protection has been used by Andcrson, Hayami and several colleagues in 
various works. [See for instancc ANDERSON (1983), ANDERSON and HAY AMI (1986), 
HONMA and HAYAMI (1986), HAYAMI (1988), ANDERSON and TYERS (1988)]. Tbcy 
have shown that the nominal rate of protection benefiting agriculture is negative for many 
dcveloping countries and highly positive in dcveloped countries. More intcrestingly pcrhaps, 
they have also shown that when a country shifts from the developing to the dcvelopcd 
country catcgory, its nominal rate of protection of agriculture becomes positive. Tbis was the 
case of 1apan at the end of the 19th ccntury and of Korea and Taiwan more recendy. Tbese 
results are extremely important and intcresting; they dcmonstrate the fruitfulness of the use of 
such global indicators. Tbe authors have suggested an explanation of this general 
phenomenon. Using the concept of the political market, they see the change in protection 
arising from major shifts in supply and in the dcmand for protection. When a country 
becomes highly developed the share of agricultural goods in the total food bill declines. 
Changes in the pricc of agricultural product have a limited impact on the welfare of 
consumers. This explains why the cost of political protection of agriculture will decline with 
dcvelopmenl Tbcrefore, the supply of political protection by policy makcrs will shift to the 
right. Similarly, the dcmand will shift 10 the right because the cost for farmers 10 get 
organized as their number declines diminishes whereas thcir incentives to organizc as they 
see that their lot dcteriorates compared to that of other workers in society benefiting from fast 
economic growth. Tbe equilibrium level of protection increases. Tbis is cleariyalso an 
interesting interpretation but it suffers from the limitations of the conccpt of the political 
market discussed in the first part of this paper. 

Another use of global indicators may be illustrated by the work of Krueger, Schiff and 
Valdcs. (See KRUEGER, 1988). Comparing the political economy of agriculture and food 
policies in many developing countries, they focused on what they call the "total protection 
rate" for individual commodities, taking account of all pricc distortions in the economy. Tbc 
main merit of this set of studies, not yet fully published, seems to be the distinction between 
direct and indirect measures affecting inccntives to agriculture. Tbe authors showed that in 
many dcveloping countries, direct measures, i.e. direct agricultural policies, are often in favor 
of agriculture particularly for import competing commodities. But the impact of indirect 
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measmes, resulting both from exchange rate manipulations and from industrial policies, is to 
strongly discriminate against agricultun:. The politica1 economy implication of this result is 
that farmers in their organizations have some leverage on scctora1 policies affecting them 
directly but that their weight in the policy game affecting macro-economic policies and other 
sectors is much less important. Although not really surprising, this result is very interesting 
and it illustrates once more the fruitfulness of the approach. But again this approach does not 
teIl us anything about the process through wbich policy changes are brought about and. as 
such, it does not really pcrmit complete studies of thc detenninants of agricultural policies. 

2. The Nced to Describe 

This nced arises whcn one attempts to take into account the inftuencc of the policy making 
process on policies. Hypotheses regarding that proccss are very general. In the absence of a 
MOdel of the process wbich would be both general and detailed; case studies describing 
particular inStancc8 of policy making sccm to be called for. But a gencral framcwork. made 
up of clear conccpts and hypotheses, is necded to draw general infcrenccs from such case 
studies. The first part of this section is devotcd to the presentation of the framework 
developed by this author and othcr collcagues for this purposc. 

a. Towards a General Framcwork 

Policies are viewed as "resultantes" of an interaction proccss among policy actors involved in 
the policy debate. Thus one must identify policy actors and interpret their individual behavior 
before one discusses thc interaction among these actors. 

Identification and Individual Behavior of Policy Actors 

Clearly many individuals are involved in any policy debate. One could conccivably view the 
outcomc of any debate as thc result of an interaction among all thesc individuals. Ibr the sake 
of clarification, and at the cost of somc simplification, it is probably preferable to identify 
collectives actors interacting among themselves. A collective actor is then a set of 
individuals, whose actions are COOldinated becausc they belong to thc same organization, i.e. 
their role is to contribute. in a pre-specific manncr, to the objectives pursued by the organiza
tion wbich they belong to. This leads to two consequenccs of importancc for ourpurposc 
here: first, policy actors will be identificd by thc objectives wbich they pursue; secondly, the 
decomposition of an organization into several policy actors is always conccptual1y fcasible; 
whether or not it should be done and how far that decomposition should bc pushed will 
depend on the specific purpose of the analysis being conducted. 

To identify policy actors' by their objectives leads one to an investigation of why these 
objectives are what they are. The adaptive behavior paradigm (DAY, 1976; PETIT, 1981) is 
very useful in this respect. It suggests that an actor's objectives are closcly interrelated with 
bis situation, i.e. with bis constraints and action possibilities. Ibr an organization, many of 
thcse constraints can be subsumcd under thc hcading of its institutional setting: how was it 
established? to do what? with which resourccs? under which procedure? Ibr the answer to 
these questions,lessons can be derived from organization sociology, as illustrated by 
Allison's organizational MOdel (see ALLISON, 1971). Similarly, insights can be gained from 
such analyses conccming the role and limited margins of maneuver of organizations' leadcrs. 
Bach one has a role in deciding what bis organization should do and, more importantly yet, in 
implementing the strategy decided by the govcming body of the organization. The leader acts 
also as a spokesman for bis organization. Thus leaders have inftuencc; but one should not 
forget that thcir margin of maneuvcr is limited; and this facilitates thc task of the outside 
analyst. 

The behavior of an organization is usual1y quite predictable. As explained by Allison, an 
organization can oo1y perform specific tasks according to standard proccdurcs. In addition, a 
leader cannot usually do whatever he plcascs, lest he runs the risk of losing bis position as 
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leader. Thus, for instance, a farm organization leader does not have the freedom of neglecting 
the impact of a possible policy change on farmers' incomes. Similarly, in most countries, the 
first role of any Minister of Agriculture is to rnaximize the political support (or to minimize 
the opposition) of farmen to the govemment which he belongs to. His situation dictates the 
objectives which he pursues in the policy process. The same is true for other policy actors. 
Numerous examples could be given to illustrate this point; one More will suffice here: in all 
countries the Director of the Budget must worry about keeping some form of balance 
between Budget receipts and oudays. As a result, in agricultural policy debates, the Budget 
Director and his administration are always in favor of limiting Budget expenditures. They do 
not always win, even never do it completely, because other actors, carrying some weight, 
have other priorities; but knowing that priority is useful to predict the behavior of the Budget 
Director. 

With this background on the behavior of all policy actors, it is useful to distinguish between 
two categories of actors: those which pursue specific, narrow interests, often of an economic 
nature, and those which are part ofpublic authorities. Clearly, as all distinctions, this one has 
its limitations. The main difficulty is that it seems to ignore the well-known existence of 
clusters of power (OGDEN, 1972) reftecting a close interdependence between collective 
actors and public authorities (SALMON, 1985). Many individuals often move back and forth 
between private pressure groups and govemment agencies interested in the same issues. This 
leads to a set of close interactions defining a very autonomous cluster of power, which may 
not respond much to the coordination pressures exerted by public authorities at higher levels. 

Yet, the distinetion is useful. Private organizations have their own by-laws and procedures. 
Their objectives are defined by their compositions, the purposes for which they were 
established and their history . They often pursue specific economic interests, but their 
objectives may be broader than economic, as when a consumer organization wonies about 
the healthiness of a food. Sometimes the objectives of a private organization are not even 
primarily economical, as is the case with nature protection associations complaining about 
the excessive use of fertilizers by farmers. But it remains that a private organization pursues 
specific and identifiable objectives, which can be inferred from an analysis of the 
organization itself. In addition, a private organization cannot direcdy decide or implement a 
public policy. To inftuence public policies, it has to exett pressure on one or several 
government agencies. 

By contrast, goveinment agencies are, as their name indicates, parts of the broader set of 
public authorities constituting the govemment. Their objectives are dictated by the function 
which they perform within, and often for that set. Any single agency seldom has the power to 
decide alone or even to implement a public policy. It is part of the state apparatus, which has 
the monopoly of public action. Thus govemment agencies differ from private policy actors 
both in the way their objectives are determined and in their action possibilities. But, as 
illustrated above, each govemment agency has its own agenda, procedures and limitations. 
Thus it has autonomous objectives and can be identified as a specific actor. 

In.eraction Among Actors Involved in Agriculturallblicy Making 

1) In the short run, polieies result from a process of interaction among poliey actors, which is 
mainly of a political nature. Ibwer relationships are essential in determining the outcome of 
the process. Thus for instance in agricultural policy matters, farm organizations are usually 
much more powernd than consumer organizations. The l'Olitical process critically depends 
upon the political institutions; and pressure groups orgamze themselves in order to exert as 
much inftuence as possible. If institutions change, significant readjustments may be required. 
Political scientists have long studied the process of political interaetion and their work 
provides very useful insights. Yet it is very difficult to suggest precise and general hypotheses 
rendering account of the interaction process among policy actors in the short run. 

10 



2) But more can be said in general for the interaction process in the long run. This has to do 
with the interrelationship between economic and political phenomena in determining 
agricultural policies. Simple observation and various econometric studies have shown (as 
reported in the previous section of this paper) that in the long run economic forces have an 
important impact on the evolution of policies. For instance, agricultural policy makers in 
developed countries could not have opposed the rise in the general price of labor, relative to 
other prices in the economy. Agricultural policies had to accommodate that powerful long 
term trend. In the same fashion, the CAP must adjust because domestic agricultural supply in 
Europe has for decades been growing much faster than domestic demand (2 to 3% per annum 
versus 1 % or less). 

The link with the short run political process of interaction results from the simple fact that 
economic changes affect the distribution of interests among policy actors at any point in time. 
Thus the economic stakes of the policy debate are determined by economic phenomena. In 
the long run, the evolution of the interests at play can be so great that it has a critical 
influence on the outcome of the policy debate, which means on economic policies. In that 
sense, economic constraints shape the feasible domain of policy choices. 

Figure 1 
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3) A recursive model can be very useful to capture the essential features of adynamie 
process. At this stage of our knowledge however, it is not possible to precisely specify a fully 
recursive model; much uncertainty remains, in particular, about the duration of various 
adjustment periods. Yet, the following schematic presentation can be useful to convey the 
essentially dialectical relationship between economic and political phenomena in the 
determination of economic policies. 

Policy decisions at time t, Dt, are the resultante of political bargaining, the interaction process 
among policy actors. Some of these are organizations (Org}t defending specific economic 
interests (Ec. Int)t. Others are govemment agencies (Gov Ag)t, which heavily depend on the 
set of existing institutions (lnst)t. Long term Economic Forees at period t (L 1'EF'h influence 
(Ec.Int)t. These economic forces are mainly exogenous variables in our analysis. Thus 
(LTEF)l+l result from (L1'EF'h and from some exogenous influence. A dotted line linking Dt 
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to (LTEF) +1 indicates that policy decisions have an influence on long tenn economic fon:es 
but that d;.is inftuence is limited. By contrast, 0, have a diIect inftuence on the future 
distribution of economic interests. This is expressed by the solid line linking 0, to (Be Int),+1 
and to (BC Int)'+D through the sequence 0'+1' ... 0,+8. Institutions are also assUmed to be 
largelyexogenous to the agricultural policy making process. 

Thus developed, the model can be operated as folIows: Let us assume that, at same time t, a 
consensus emerges among policy actors on the nature of what is politically feasible. This will 
set the tenns of the policy debate in a pluralistic society. Within this feasible domain, various 
organized interests act to put pressure on other groups and on government officials in order to 
obtain as favorable to them a policy outcome as possible. They encounter the opposition of 
other actors defending other interests. Alliances and coalitions are formed as integral parts of 
the political regulation process. Any policy decision can be viewed as the outcome of this 
interaction process, i.e. as a "resultante". 

Afterwards, at time t+l, the earlier consensus on the feasible policy domain may be 
destroyed. This may be because economic circumstances have changed or because some 
groups' pen:eptions of the situation have been transfonned A new policy debate may ensue, 
producing a new outcome, i.e. a new policy, which does not respect some constraint C which 
had hitherto been recognized as such. 

As some later date, say at time, t+n, the consequences of the new policy unfold These 
consequences may be drastic enough that they are rejected by the vast majority of policy 
actors. In this case a new consensus emerges recognizing C as a constraint, this recognition 
appearing thus truly as a political resultante, i.e. a political choice. It will henceforth shape 
the feasible policy domain. 

Validation of the Frameworlc:: Application to the European Community 

The general approach just presented can be applied to the case of the European Community, 
with the complication that two levels of interaction are involved: the Community level proper 
and the national level. At the latter, the schematic presentation given above can be used to 
interpret how national positions, to be defended in Brussels, are elaborated. At the 
Community level. procedures are sufficiendy fonnalized that hypotheses about the interaction 
process can be further specified Previous research has shown that such hypotheses could be 
relevant and that they can explain various features of Community decisions and decision 
process (PETIT, 1985; PETIT et al., 1987). The rest of this section is devoted to abrief 
discussion of these specific hypotheses and of their MOSt important consequences. Hopefully 
the reader will then be convinced that the general approach suggested by our framework can 
be fruitful. 

In Community affairs, the final decision is formally laken by the Council of Ministers which 
is made up of representatives of the national governments of each member country. For 
instance, when it discusses agricultural policy, the Council is the gathering of the twelve 
national Ministers of Agriculture. Sometimes the meeting can be broader and the Ministers of 
Agriculture are joined by their colleagues for Finance and for Foreign Affairs. But in all 
cases, the European Council of Ministers of the Community is made up of representatives of 
national governments. Formally, the Council decides by a vote. A qualified majority is 
required if the vote is taken on a proposal presented by the Commission. 

But, for complex historical and political reasons, decisions have often been governed by a 
code facto" unanimity requirement; and this has had important consequence for the decision 
process. No Minister can be completely defeated, humiliated by the outcome of a Council 
meeting. Bach ODe has to be able to point out positive results to his countrymen, particulady 
to the farmers of his country for a Minister of Agriculture, when he comes home from 
Brussels. This largely explains that Community decisions are taken by"packages", balancing 
concessions and satisfactions for each member country. The unanimity requirement also 
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explains the difficulty of changing policies. Tbere is a tremendous bias in favor of the status 
quo. But policies do change; decisions get taken. Tbus there must be some force to overcome 
this bias for the status quo. This is probably the political cost of not taking a decision, which 
leads to a sense of a crisis, where the credibility and sometimes even the survival of the 
European Community is threatened. Indeed it often appears that Europe is only moving from 
one crisis to another. But if one steps back, the historical momemtum is obvious: European 
integration has been progressing, the Community has been enlarged geographically and more 
and more topics are covered by common rules or common undertakings. 

Tbe important role of the cost of no decision is also reflected in a small feature of Community 
decision making; decisions, panicularly those related to agricultural prices, are always taken 
in the wee hours of the morning. This may appear trivial, but it is sufficiently permanent to be 
revealing. A concession made by a Minister after long nights of negotiations may be 
acceptable at horne if it appears that this concession was necessary to avert a major crisis. 
Tbe same concession made at a more normal working hour would not have this appearance. 

In a final package of decisions, one may distinguish "core" issues from those which are at the 
"periphery". Tbe former are those around which the negotiation, which led to the package, 
has revolved. Tbese issues are usually important for a several countries, they cannot be too 
numerous, otherwise the negotiation is too complicated. The final package includes additional 
issues, usually less important or of importance only to one or two countries, which 
complement the package, permitting a better balance of advantages and concessions. Tbe 
individual skills of a negotiator play an important role in determining whether or not a 
peripheric issue is added to the core issues in the final package. He has to convince his 
colleagues that he will veto the package and bear the political cost of the absence of decision 
if the issue is not added. The distribution of the political cost of a failure is however 
somewhat subtle. If the failure is attributed to a disagreement on a minor point, the blame 
may be placed as much on those who refused to grant a concession as on those who made this 
issue critical. 

Generally speaking, these hypotheses about the interaction process among policy actors at the 
Community level explain several specific features of Community decision making. They are 
consistent with the general model presented in the previous section. For instance, they allow 
for the influence of long term economic forces on the evolution of the CAP. It must however 
be recognized that there remains much uncertainty in the process of political interaction. 
Accordingly, it is always very difficult to predict what the outcome of a specific negotiation 
will be. 

b. How Many Case Studies? 

The need to describe the political process has led us to argue that case studies were required. 
Some of the earlier discussions in the previous section will hopefully convince the reader that 
case studies .. have been useful. In addition, the work 

by Hayami on the Japanese situation, although it is couched in the framework of political 
markets, can be viewed as another case study demonstrating the usefulness of such studies. 
Interestingly, several of his conclusions are very similar to the ones which have been reached 
on studies of the European Community. Farm organizations are on the defensive, they are 
able to preserve the status quo or to prevent its rapid erosion but they are not in a position to 
increase the level of protection for agriculture. In Japan, as in the European Community, 
outside pressures play an important role in the evolution of agricultural policies. But in 
Europe, the internal budget pressure has been more influential than external forces. It is true 
that Europe which has become a net exporter of agricultural product faces more severe 
agricultural budget problems than Japan which is largely an importer. In Europe, pressures 
from the outside have not been extremely effective unless they have found allies within the 
Community itself. These allies are groups whose interests are threatened by a contemplated 
policy change. For instance, the proposal to establish a consumption tax on oils and 
vegetables other than butter, made by the Commission in 1983 and in 1988, was opposed by 
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the United States but effectively blocked by several governments sensitive to powerful 
European interests, particularly oil refiners and margarine manufacturers, which would have 
been hurt by that proposal. Thus, in both Japan and the European Community dynamic forces 
are at play which put great pressures on existing policies. At the same time, powerful farm 
organizations have been able, so far at least, 10 prevent a drastic change in these policies; and 
thus the status quo has essentially been maintained. 

These considerations should be sufficient to illustrate the fruitfulness of an approach relying 
heavily on case studies, provided that these are conducted or interpreted within a general 
framework of policy making determination. However, one must question the wisdom of 
continuing case studies for ever. A time must come when hypotheses inferred from case 
studies will be sufficiently specific to lend themselves to precise quantification, so that a 
rigorous test of these hypotheses is possible. At this stage, it is not clear that such a time has 
come. Pursuing with case studies seems to be the logical conclusion of the argument 
presented so far. But the question should remain open. 

m. CONCLUSION 

This review of issues involved in the political economy of agricultural policies has shown 
that there has been a welcome shift in the professional attitude towards this area of research. 
Clearly, more and more agricultural economists are convinced that it is legitimate to 
investigate why agricultural policies are what they are. This shift in professional attitude has 
been permitted by significant advances on the theoretical front. Although many of the new 
neoclassical political economy developments are couched in too static a perspective, leading 
to the conclusion that all govemment intervention is bad, it remains that several concepts and 
hypotheses have been developed in the last fifteen or twenty years and these have proven 
very fruitful. Future research should be based on these solid theoretical foundations. Many 
implicit debates remain on the methods to be used; and the most important question dividing 
investigators probably relies on the proper use of quantitative investigation. There is no doubt 
that both qualitative and quantitative methods are needed. Thus they are complementary. But 
the practices of the researchers show that they differ on the answer to the dilemma between 
the urge 10 quantify and the need to describe. Clearly this author emphasizes the latter. This 
leads to advocating case studies. But it must be recognized that general rules and hypotheses 
should be sought and that case studies per se will not permit to produce knowledge of a 
general enough character. In spite of this debate there is no doubt that the field has been a 
very productive one and it should continue 10 be cultivated. Much remains to be done and this 
justifies further research in this area. 
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