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THE ROLE OF GOVERNMENT INTERVENTION IN LATIN AMERICAN
AGRICULTURAL TRADE

Donna Roberts
Economic Research Service, US. Department of Agriculture

The study examines the pattern of goverment intervention in the agricultural
markets of the six largest economies in Latin America from 1982-87. Producer and
consumer subsidy equivalents are used to summarize the effects of a wide range of
commodity, sector and economy-wide policies that can be compared across commodities,
across countries and across time. During the period under review, Latin American policy
makers abandoned the statist approach to development, but adhered to import-substitution
strategies. The estimated PSE's indicate that support for a commodity was generally
inversely related to a country's comparative advantage in that commodity. In addition to
commodity specific and/or sectoral policies, economy-wide measures---particularly exchange
rate policies---had a decided effect on transfers to and from the agricultural sector in all six
countries. The study offers evidence to support the hypothesis that the pattern of distortions
in agricultural markets is best characterized as an equilibrium in a political market where
potential beneficiaries demand re-creating policies that the government can supply.
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