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Abstract Several recent studIes have documented the magmtude and Impact of dIStortions 
In food pnclng Howe\er little attenllon has been paId to the nature of the pollllcal agendJs 
that deterrmne the le\els of dIrect and indIrect protection granted to producers and consumer, 
ThIS paper offers eVIdence that regardless of the degree of economIc development the level of 
political pressure Wielded b) Interest groups In food markets and hence the level of protectIOn 
they receive IS an Imerse function of the relatl\e SI7e of their constituencies The result, 
recommend the apphcallon of collecllve actIOn concepts to the understanding of agncultural 
pohcles In countnes whIch are at dIfferent stages of development 

1 Introduction 

Slasa m klhma (POiJtICS IS agriculture) 
Tanzaman proverb 

There IS Indeed no such thIng as an apohtlcal 

food problem Amart) a Sen 

The proposItIon that IndustnalIzed countnes ImplICitly subSidize theIr agn 
cultural producers whIle less developed ones dlscnmmate agamst them ha~ 
gamed \\ Ide~pread acceptance by agncultural economists and polItical sCien­
tISts I Several recent studies have documented the magmtude of these dls­
tortlOnary practices and their Impact on food pnces and productIOn 2 Few 
research projects, however have addressed the polItIcal forces that shape 

• The author WIshes to express hIS gratttude to John Adams Chnstopher Clague Peter 
Coughlm Bruce Gardner Mancur Olson Anand Swamy and an anonymous referee for theIr 
comments He IS also grateful to the IRIS Center for Its support of thIS work ThIs pubhcatlOn 
was made possIble through support proVIded by the U S Agency for International Develop 
ment under Cooperallve Agreement No DHR 0015A-00 0031 00 to the Center on Instttu 
tlonal Reform and the Informal Sector (IRIS) and administered by the Office of Economic 
and InS!1[utlOnal Reform Center for EconomIc Growth Bureau for Global Programs Field 
Support and Research All shortcomIngs of thIS paper are the sole responSlblh(\ of the author 
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the pnce le\ el of food commodities across countnes This paper sugge~h 
and te~t~ the followmg h) pothesls the pnce of food Items IS determIned b\ 
polItIcal agendas at the natIOnal level rather than by clImatic condltJon~ or 
vanatIOns In global food markets and the content of these polItical agenda' 
I" the direct result of the confhctual InteractIOn of producer and consumer 
lobbIes The suggestIOn that new research IS needed to challenge the conclu­
SIOns of tradItIOnal models of votmg behaVIOr and pnce settmg IS supported 
b) the followmg paradox although agncultural producers 10 mdustnahzed 
countnes represent a smal1 proportIOn of the labor force, theIr polttlcal mflu­
ence IS such that they receIve pnces for theIr products whIch on average 
he well above mternatIOnal pnces Farmers m developmg countnes on the 
other hand, constItute the maJonty of the labor force, yet they rarely have the 
upper hand m the struggle for mfluence over the publtc pohcles that affect 
their returns As a result they face agncultural pnces that are low relatn e 
to the mternatIOnal standards By relymg on newly avatlable figures and on 
some of the latest econometnc developments m the handlmg of panel data 
thIs paper prOVIdes eVIdence that the dynamIcs of mterest group competItIOn 
offer an essenttal clue to the understandmg of the polttIcal forces that shape 
thl" paradox 

The paper opens WIth a bnef depIction of tht. magnitude of the dlstortlom 
In food pnces After the presentation of a conceptual framework. that applle' 
collectIve actIOn concepts to food pnCIng pohc!C:!s the paper dlscusse~ the 
result, of an empmcal analvsIs that addresses SImultaneously the tlme sene, 
and cro"~-sectIOnal aspects of food pnCIng pohcle" over a WIde arm, of 
mdustnal and developmg countnes These results suggest that an mtere<;t 
group approach contnbutes Significantly to the understandmg of the polItlcdl 
mechanisms that generate food pncIng poliCies Holdmg equal all other fdC­
tor, (10 partIcular the Je\ el of national development), the regreSSIOn anah­
~I<; !>hov. s that smaIJ mterest groups are more mfluentlal than large lobble, 
10 the design of food polICIes It also suggests a complementdT\ result U' 

food consumers become ncher they are more wIlhng to ImplIcltl) SUbSidIze 
local farmers ThIS last result adds to the understandIng of the politiCS of food 
pncmg but without affectmg the slgmficance of the collectl\ e actIOn h\ poth­
em the use of pane) techmques reveals that both hypotheses contnbute to 
the understandmg of the pohtlcal forces that shape food pnce<; a re<;ult th,lt 
wa<; mlssmg from earlIer analyses due to theIr use of mcorrect econometnc 
specIficatIOns The paper concludes WIth a dISCUSSion of the ImpiJcatlOns for 
research suggested by the present results 
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2 E'ldence and patterns of food prIcmg distortIOns 

The lIterature on food pnces suggests that the Impact of country-specIfic 
pohtlcal vanables leads to dIstortIOns In the pnces of food that are nega­
tIve In most developmg econOmIes and posItIve In most Industnal natIOns 
The levels of protectIOn In a sample of 31 countnes, as measured In nomI­
nal tenns by the dIrect 10dlrect and total protectIOn rates, are presented In 
Table 1 The countnes are classIfied by region, themselves lIsted In Increas­
Ing order of average protection level (With Sub-Saharan Afnca at the lower 
end and Japan and other food Importers at the hIgher end) Direct protec­
tIOn rates vary between -26 9 percent In Ghana and 85 9 percent In SWItzer­
land (I e , the average pnce paId to farmers 10 Ghana dunng the 1955-80 
penod was 26 9 percent lower than world pnces, and 85 9 percent higher In 
Switzerland) Indirect protectIOn IS an Important element of total protection 
In developing countnes It dOmInates the rate of direct taxatIOn In all regIOnal 
averages ., 

AddItIOnal figures proVIded by Krueger, SchIff, and Valdes (1991) sug­
gest that the posItIve protectIon of agncultural producers IS more pervasIve 
In more developed countnes at any moment m time and that a slmtlar pat­
tern IS observed In a large number of countnes as their economIes develop 4 

Krueger SchIff and Valdes also pomt at the favorable treatment, In tenns of 
relatIve pnces that governments accord to Import-competmg over exportable 
commodities 

3 Conceptual framework Collective actIOn and food prIcmg poliCies 

The theoT) of collectl\ e actIOn and partIcularly the role of mterest group SIze 
In the provIsIOn of public goods, offers a framework whIch IS fleXible enough 
to be apphed to the operation of food pncmg pohcles m countnes whIch 
exhIbit WIde \anatlons In theIr pohtlcal, economic and SOCIal systems ThiS 
sectIOn presents the central role that the concept of group size plays In the 
outcome of Interest group competItIOn and shows how It can be applIed to 
the dynamiC of pnce settIng In food markets, resulting In the observatIOn that 
under a set of restnctlve assumptIOns relatIvely small assocIatIOns can Yield 
more polItical mftuence than large lobbies 5 

PublIc goods exhibit two propertIes WhIch account for most of the diffi­
culties Inherent 10 collective action the non- exclUSIon and the non-nvalT) 
of consumption Pnvate goods dIsplay neither of these properties, while 

pure' pubhc goods exhIbIt both 6 "Impure" pubhc goods are charactenzed 
by Imperfect non-exclusIOn and/or Imperfect non-nvalry 

I 
.) 
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Table I NOffilnaI rates of agnculturaI protectIon sample 
countnes sorted bi protection level (percent) 

Countr. Penod NPRI NPRd NPRt 

Cote d IVOIfe 1960-82 -233 -257 -490 
Ghana 1958-76 -326 -269 -595 
Zambia 1966-84 -299 -164 -46 '1 

AVERAGE 1960-84 -286 -230 -516 

Argentma 1960-84 -213 -178 -391 

ColombIa 1960-83 -252 -48 -300 

DOffilnlcan Repubhc 1966-85 -213 -186 -399 
Egypt 1964-84 -196 -248 -444 

Morocco 1963-84 -174 -150 -324 

Palostan 1960-86 -33 I -64 -395 
Phlhppmes 1960-86 -23 '1 -41 -274 

Sn Lanka 1960-85 -31 I -90 -40 I 

Thailand 1962-84 -150 -25 I -40 I 
Turke\ 1961-83 -37 I 53 -318 

AVERAGE 1960-86 -242 -120 -364 

Brazil 1969-83 -184 101 -81 

ChIle 1960-81 -204 -12 -216 

Malavsla 1960-8- -82 -94 -176 

AVERAGE 1960-83 -157 -02 -159 

Korea 1960-84 -2'i 8 390 132 

Portugal 1960-84 -13 90 77 

AVERAGE 1960-84 -13 6 240 104 

Australia 1955-80 na 28 na 

Canada 1955-80 na 25 na 

New Zealand 1955-80 na -10 na 

United States 1955-80 na 45 na 

AVERAGE 1955-80 na 22 na 

Denmark 1955-80 na 123 na 

France 1955-80 na 325 na 

Germany 1955-80 na 452 na 
Italy I 95'i-80 na 'i4 'i na 

Netherlands 1955-80 na 283 na 

Umted KIngdom 1955-80 na 275 na 

AVERAGE 1955-80 na 334 na 

Japan 1955-80 na 605 nn 
Sweden 1955-80 na 492 nn 
Switzerland 1955-80 na 859 na 

AVERAGE 1955-80 na 65 I na 

Source Krueger SchIff and Valdes (] 99]) Anderson and 
Hayaml (1986) 

(, 
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The feature of publIc goods that IS most relevant to the study of the pnc 
mg of food IS their non-excludable nature When a publIc good, such as the 
pnce of food products IS non- excludable each member IS unlIkely to bear 
a fraction of the total cost of provldmg the good equal to hlslher share of the 
total benefit from Its consumptIOn Under a Nash equllIbnum situatIOn mem 
bers wIll contnbute to the provlSlon of the good up to the pomt where theIr 
margmal benefit from the consumption of the last UnIt of the good equals 
the margmal cost of ItS provlSlon, but spIlhn effects from other members' 
actIOns are not accounted for As a result, the amount of the pubhc good pro­
vided at equlhbnum IS not Pareto-optimal for the group, and most members 
wIll enJoy the benefit of the good without fully contnbutmg to Its proVlSlon 
unless selective InCentlves,,7 are directed at non-contnbutors 

Whtle small groups may provide their members wIth a (sttll suboptimal) 
amount of the pubhc good without resorting to selective incentIves larger 
groups wJlI not supply the same level of pubhc good wIthout extensive use 
of these incentives Indeed, the larger the number of mdlVJduals m the group 
the more senous the suboptimalIty Will be, for four mam reasons FIrst the 
hkehhood that mdlvldual contnbutlOn to the provlSlon of the pubhc good 
Will be perceptible decreases with group Size, and the mcentlve for mdlvldual 
action diminIshes accordmgly 8 Second, successful collective actIOn reqUIres 
a slgmficant level of organIzatIOn, communIcatIon, and coordmatlon among 
members the transactIOn costs associated with these arrangements mcrea<;e 
with group Size, and inhibit the efficac\ of collective actIOn 9 ThIrd dead­
weight losses created by pnce support programs are shared by the whole 
populatIon, and mterest groups wtli expenence a proportIOn of the losses that 
decreases with theIr numencal SIze JO Fmally, the development and operatIOn 
of selective mcentlves may present more difficulties In large groups than m 
small ones Olson's (1965 36) mam conclusIOn that 'the larger the group 
the less It Will further ItS common mterest" 11 IS the baSIS for the hypotheSIS 
tested m the present paper 12 

ThIS theoretical outcome can be apphed to the polItIcs offood pncmg m the 
followmg manner Assume that the economy compnses two homogeneous 
groups which engage m competItIOn to mcrease the average utIlity of their 
constItuents the urban coalitIOn (whIch lobbies for lower food pnces) and 
the farm group (whIch tnes to secure hIgh pnce for Its members' output) The 
SIze of the labor force IS fixed and If, as assumed here, the government acts 
only as a redlstnbutlve agent, ItS budget IS unaffected by ItS pncmg polIcy I, 
As a result of thIS assumptIOn, the objectIve functIons of the two groups are 
clearly antagonIstIc, Since hIgher food pnces for farmers necessanly Imply a 
lower collectIve utIlIty for the urban coahtIOn, and vice-versa 

1 
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The government's objective IS to maxnruze the aggregate support It 

receives from the farm and the non-farm groups An Increase (decrease) In 

the agncultural protection rate creates larger (smaller) political support from 
farm mterest groups and higher (lower) oppOSitIOn from the urban coahtlOn 
The government grants protection to the most mfluentIal group, m the form of 
positive or negatIve markups m food pnces The level of protection granted to 
fanners IS a positive function of the farm lobby's efficIency m pressunng the 
government for higher food pnces, and a negative functIon of the urban coalI­
tlOn's efficiency m lobbYing for lower pnces The level of protection under a 
Nash equIhbnum IS reached when the margmal polItIcal benefit of additIOnal 
support from the fanners IS equal to the margmal cost of lost support from 
the urban coalItIon 

In Its onglnal formulation (Olson, J 965), the theory of collective actIOn 
does not specJf'ically define group size m absolute or relative terms the 
dIstInctIon ]s conceptually useful only when addressmg competItlOn among 
groups Indeed accordmg to Olson's hypotheSIS, an Increase m the absolute 
sIze of a smgle group IS a sufficIent COndltlOn for the decreased efficlenc) 
of Its collective actIOn However when two or more groups are competmg 
for the same good or service theIr comparative effiCiency ]S a decreasmg 
functlOn of their relative, rather than absolute, size As an example suppose 
the farm lobby and the urban coaiItlOn m a small country are competmg for 
pnce protectIOn by the government Assume there are one millIon members 
In the farm lobby and three mJlhon In the urban coaiItlOn Disregarding for a 
moment the assumptlOn that the total populatIOn ]S fixed, suppose that a large 
number of Immigrants from a nelghbonng country, say one mIllIon people 
Joms the urban coalItIon The politIcal Influence of the farmers (and there­
fore the level of protectIOn they receive) IS lIkely to Increase as a result of the 
migratIOn (even though the sIze of the farm group IS unchanged) because the 
urban coalItIOn Includes more members there are stIli one mIlhon farmers 
after the ImmigratIOn, but their share In the total populatIon has decreased 
from 25 to 20 percent Therefore, In a confllctual framework, the absolute 
number of members m a coahtlOn IS a weaker mdlcator of the coahtlOn s 
relatIVe effiCIency at orgamzmg for collective actIOn than Its relative Size, 
expressed as a proportIOn of the labor force 14 With a fixed-size labor force, 
the same logIC applIes, but IS remforced by the fact that a larger urban group 
necessanly means a smaller rural constItuency 15 

The econometnc analYSIS, presented m the next pages therefore tests the 
hypotheSIS that, all other thmgs bemg equal, a small agncultural sector Will 
benefit from hIgher pnce protectlOn than a large farm group, and that con­
sumer groups wIll face lower food pnces when their size decreases 
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4 A panel.data analvsls of the determmants of food prJcmg dIstortions 

The econometnc analysIs covers 31 countnes on four contments 16 over the 
1960-82 penod 17 ThIS sectIOn descnbes the collective action vanable pre­
sented 10 the conceptual framework and tntroduces four control vanables 
The sign 10 parentheses next to each vanable mdlcates the sign that the 
regressIOn I" expected to produce for the correspond 109 regressor 

4 I DeSCriptIOn o/the variables 

The total nom mal protectIOn rate IS used as the dependent vanable m the 
regressIOn equatIOn The values of the dependent vanable are produced b) 
the computatIOn of the weIghted averages of the nommal total protectIon 
rate<; of three major tradable crops com, wheat and nce 18 The weIghts used 
for the calculation of the averages are the shares of each commodity m the 
total value of the yearly production of the three commodItIes, measured at 
producer pnces The \ alues of the tndlrect protectIOn rate for the 13 mdustnal 
countnes of the sample are set equal to zero, based on the assumptIOn thut 
the mdlrect protectIOn rate captures the effects of mdustnal protectIOn and 
exchange rate overvaluatIOn, and that the magmtude of these polICies hu!> 
been neglIgible In the Industnal countnes of the sample, over the penod under 
consideratIOn 

The collective actIOn van able used as regressor IS the share o/the agncul 
rural sectOl 111 the total domesflc labor force (-) 

The followtng four indIcators are mtroduced m the regression equatIOn 
as control van abIes The value of the net normalized food exports l9 

(-) 

account<; for the hypothesIs that countnes which are net Importers of food 
protect their agnculture while net exporters ImplIcltlv tax It Olson (1985) 
and Anderson (1986) suggest that the protectIon of fanners meets WIth le~<; 

resIstance If the countl) IS a net Importer of food, smce assistance can 
be covertly proVided through Import controls Protectmg fanners when the 
countrv IS a net exporter reqUires direct SubSidies whIch are more consplcu­
ou<; (smce they reqUIre budgetary approval) and therefore polttlcally costlIer 
The tntroductlOn of this vanable allows us to examtne whether trade status 
helps explain the observed levels of agncultural protectIOn, as suggested b) 
Krueger, Schiff and Valdes 

A los" of comparative advantage 10 agnculture resulttng from the transfer 
of re<;ources to mdustry IS expected to prompt higher demands for protectIOn 
by fanner groups An mdex of comparative advantage of agriculture versus 
mdustn (-), developed by Honma and Hayaml (1986), IS accordmgly tntro­
duced 10 the regressIOn analYSIS A factor-endowment ratio IS used as a proxv 
for the level of comparative advantage of agnculture 

q 
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The Gross Domestic Product per capita (+) measured m 1985 mternatJOn 
al pnces. IS used as a control vanable to account for three potential effech 
FITSt, as Engel s Law suggests, consumers spend a smaller proportIOn of a 
larger dIsposable mcome on food expendItures Consequently, the) have le~~ 
mcentIve to collect mfonnatIOn about the ImplICIt tax they transfer to the 
fanners and theIr oppOSItIOn to hIgher food pnces decreases Second the 
demand for food IS relatIvely pnce-melastlc m wealthIer countnes, and am 
mcrease m productIvIty results In larger pnce dechnes than In poorer coun­
tnes, and In IntenSIfied caBs for protectIOn by the fann lobbIes FInalI), as 
Incomes Increase, a prosperous countrysIde IS Increasmgly regarded as a part 
of the natIonal cultural hentage promptmg contnbutIOns by consumers m 
the fonn of lower reSIStance to hIgher food pnces 

Fmally, an interactIOn term (-) IS mcluded m the regressIons to test an 
assumptIon of the conceptual framework the government s role In the polIti­
cal confrontatIOn that results m food pnce protection IS that of a mere arbitra 
tor 1 e the government does not fiscally benefit from the protectIOn It granb 
to the most mfiuentml mterest group If thIS assumptIOn IS correct, the SIze 
of the government (measured by the share of government consumptIOn In 
GOP) wJlI not be correlated WIth the levels of agncuitural protectIOn But the 
fiscal Instruments used by the government vary accordmg to the food trade 
status of the country If the country IS a net food Importer satlsfymg hIgher 
fiscal needs reqUIre'> the ImpOSItlon of tanffs on Imported food and thereb) 
contnbutes to posItIve fanner protectIOn If the country IS a net food exporter 
however rent- seekmg b\ the government WIll result m hIgher taxes on food 
exports and lower fanner protectIOn The mteractlOn tenn IS speCIfied as the 
product of the share of government consumptIOn m GDP and the value of the 
country s net food exports 

4 2 Econometnc speclficatzon 

The few eXIstmg empmcal analyses of food pncmg polICIes have used ordI­
nary least squares (OLS) techmques to produce results that offer support to 
the model of mterest group competItIOn 20 There are, however, two mam 
reasons to belIeve that OLS IS not the correct speCificatIon for the analYSIS 
of food pncmg dIstortIOns FIrst, these earlIer studIes have reframed from 
mcludmg m theIr regreSSIOn equatJons the two mdependent VarIables whIch 
are shown here to carry most of the explanatory power the sIze of fann 
mterest groups and the level of development (approxImated by the level of 
GDP per capIta) These VarIables are hIghly correlated WIth each other 21 

and theIr SImultaneous mcluslOn m OLS regreSSIons affects the sIgmficance 
levels of the coeffiCients to such an extent that no conclUSIOn can be drawn 
about theIr relatIve empmcaJ slgmficance Second, It IS very hkely that se\-
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eral unobsen ed or unquantIf'iable charactenstics of the countnes and years 
of the sample Ignored by the OLS regressIOn techmque, mfluence the le,­
els of agncultural protectIOn These country-specific charactenstIcs mclude 
among others the followmg 

- the level of flexibIlIty of the pohtical process, 

- the compositIOn of electoral dlStnctS, 

- the cultural and rehglOus role of food and agnculture, 

- the attItude of the urban pubhc toward the countryside, 

- the degree of the country's comnutment to externally- Imposed adJust-
ment programs which reqUIre sIgmficant reductions In food subsIdy pro­
grams 

- the recent occurrence of rural-urban nugratlOn, 

- the Inequaht\ m the dIstnbutIOn of arable land, 

- the personal, regIOnal or professIOnal hnks of pohcy makers WIth the 
farmmg commumt) 

- the eXIstence m developmg countnes of an Ideology of development 
aImed at mdustnalIzmg the economy by transfemng resources from 
agnculture and 

- other institutIOnal arrangements WhICh affect the dIstnbutIon of power 
among farmers and consumers 

In additIOn to the abO\ e country-specific factors, the present study also con­
sIder<; year-specific effects allows the analYSIS to account for factors that 
affect all countnes agncultural sector dunng a given year ThIS added lev­
el of precIsIOn IS particularly Important, smce the tIme senes used for the 
regressIOn anah !>IS (] 960-82) mclude years of sIgmficant volatilIty m world 
energy and food pnces 

The remaInder of the econometnc analysIs addresses the follOWIng ques­
tIon even though prevIOus OLS results offer substantial endorsement of the 
role of collectIve actIon In explammg patterns of agncultural protectIOn, does 
the conceptual framework presented In thIS paper retam any empmcal valIda­
tion once the unobservable country- and time-specific effects are taken Into 
consideratIOn ,., 

The first step m answenng thiS questIon IS to estabhsh whether the coun­
try and tIme effects contnbute sIgmficantly to the analYSIS After mcludmg 
a dummy vanable for each year and each country of the sample, the use of 
F-tests determmes whether these vanables, and the unobserved effects they 
represent belong m the regressIOn equatIOn The results ofF-tests are report­
ed In Table 2 They Indicate that In all regressIOn equatIOns the InclUSIOn of 
country effects and the additIOn of tIme effects to country effects, are econo­
metncally Justified both types of effects are statIstically sIgmficant when 
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Table 2 Re~ult~ of fixed effell~ and nndom effell~ regre~~lOn~ of Ihe loldl prolelllon rale 11 oevelopmg and mdu~lnallOunlne~ Vl 
Iv 

2 4 'i 6 7 
InluLepl 7906RO 618672 

('i 44(9) (4 ROI6) 'ihm of fanner; In 101'11 -2 IRIR -2 I,)R2- -I 'iHlil -2 I(JIJO -22109 -160'i6 lahor force (-47'i60) (-470(,1) ( 70R'i7) (4 'i1!(0) (4 R744) (-(i7227) 
NCI normah7cd food expon~ -Ii 14'i1 -2'i 9 I iiI! R717 -102747 64674 

( 'i2(8) ( 2 1(17) ( 147'i) (-I 761'i) ( 'i1'i'i) Comparative advanlage 7 'i71R -26126 77012 -27164 91'i'i0 
In agnculture (I 47(7) ( <)74'i) (1'i01l2) (- (111) (I 7R74) GDP per capJla 0161 Ollil 0161 Ollil OIRO 

(l024HO) (I020'!9) (102660) (102661) (II 1210) InlcraclJon Icnn (ncl nonnall/cd 499906 100 H21 l'i 1420 'i'i4494 food explln~ x governmenl ~Jlc) (6911) (I 11(9) (42W) ( 7491) 
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consIdered together and a correct specIficatIOn of the model should Include 
them 

The next step IS to determine whether to model the countrv and tIme effect, 
as fixed or random In the former case, the fixed effects model' 22 IS the 
appropnate estImatIon procedure In the latter, the effects are assumed to be 
drawn from a stochastic dlstnbutlOn, and the random effects,,2' specIficatIOn 
'Ihould be u~ed Mundlak (1978) suggests that all country and tIme effects be 
treated as random, and that thIS decIsIon will produce bIased estImates only If 
the unob<;ervable effects are correlated wIth the mdependent vanable<; u<;ed In 
the regressIon Such a relatIOnshIp IS hIghly hkel) to be present, howe\ er, a 
lack of correlatIon between observed and unobserved charactenstlcs IS more 
prone to be an exceptIOn than the rule In such cases, the regresSIOn analy­
SIS wIll YIeld bIased results If the random effects specIficatIOn IS used whIle 
uSing fixed effects wIll produce estimators that are best hnear unbIased 24 

WhIle the fixed effects specIficatIOn IS costly In terms of degrees of freedom 
lost 2<; the hterature on food pncIng provIdes no a pnon reason to assume that 
the countT\ effects are uncorrelated WIth the regressors as IS assumed In the 
random effects model The chOIce of the correct regressIOn procedure \\ III 
then rely on the outcome of the Hausman specIficatIOn test 26 In regre<;slon<., 
I 2 4 <:; and 7 of the total protectIOn rate (see Table 2) the re<;ults of the 
Hdu"'m,m te ... t<; reject the null of orthogonahty bet\\een the country effect<; 
and the explanatory vanables when gross domestIc Income IS Included m 
the regressIOn analYSIS, fixed effects 1<; therefore the proper specIficatIOn for 
these regre~slOns RegreSSIOns 3 and 6 Include regressors that are uncorrelat­
ed \\ Ith countT\ - and year-specIfic effects, and for whIch the random effect~ 
technique repre<;ents the correct econometnc specIficatIOn 

4 ':\ Results affixed and random effects regressIOns of the nOl1llllal total 
plOleLtlO1I rates 

Table 2 reports the results of fixed and random effects regressIOns of the total 
protectIOn rate over the sample of 31- country and 512 obsef\ atlOns The the­
oretlcdlly pI\otal \anable of the collectlve actIOn model the share offarmel ~ 
III the total domestlc labor force, enters WIth negatIve coeffiCIents and le\el<; 
of sIgnificance upward of 991ft In all regressIOns On average a 10 percent 
decrea<;e III the proportIOn of agncultural workers In the natlonallabor force 
1<" ob~erved along WIth a 4 59 percent mcrease In the total protectIOn rate 
The <;Ignlficance of thIS result IS espeCially robust SInce the econometnc 
technIque u<;ed I, a two \\ay fixed effects (on countnes and years), the SIg 
mficance of the coeffiCIent of the share of farmers suggests that the levels of 
protectIon reflect natIOnal polICIes that are deSIgned by governments without 
con<;lderatlon for tIme-specIfic external factors The wedge between border 
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and local pnces IS maintained even In penods of fluctuatIon In world pnce, 
food price stabIlity appears to be a lesser concern for the governments th.m 
the need to address the demands of the Interest group that wIelds the mo~t 
politIcal mfluence m food markets The role of the group sIze vanable In the 
econometnc analysIs suggests that, In the area of food pnclng, the sum of all 
indIvIdual costs Inherent In collective actIon outweighs the votIng power of 
large groups, as suggested In the conceptual framework 27 

The coefficIents of the control vanables suggest that accountmg for the 
comparative advantage of agriculture does not contnbute to the analysIs 
All other factors bemg equal, It also does not appear that the value of net 
food exports IS a feature m the determmatlon of protection levels ThiS result 
does not support Krueger, Schiff, and Valdes's (1991) observatIons about the 
preference of pnce- settIng pohcy makers toward Importable crops 28 The 
estimate for the level of mcome per capita IS posltlve and strongly slgmficant 
m all regressIOns In which It enters and Its average elastICIty with respect 
to the total protectIOn rate IS 65 All other things equal, richer countnes 
appear to protect theIr agnculture more than poorer ones do However the 
precIse attributes of hIgh levels of disposable mcome that account for thl~ 
result remam to be IdentIfied, rehable figures for the pnce and mcome elas­
tICIty of the demand for food wIll help to refine the analySIS of the mfluence 
of mcome per capita on food pohcles 

Fmally the dIstortIOns of mcentives whIch result from discretIonary pnce 
decIsIons do not appear to be motivated by the satisfactIOn of fiscal needs 
the coefficient of the mteractlOn term IS mSIgmficant m all regreSSIOns sug­
gestmg that larger governments (10 terms of the share of thelf consumptIOn m 
GDP) do not extract hIgher rents from food markets Certamly rent-seeking 
behaVIOr can be a function of more than the mere SIze of the publIc sector 
as hypotheSized here, m developmg countnes, the stnve for rapId mdustrIal­
IzatlOn startmg at the tIme of mdependence, created a powerful mcentlve for 
transfemng resources out of the agncultural sector ThIs element IS mdlrectl) 
captured m the fixed effects analYSIS dIscussed earher m thIS sectIOn 

The regressIOn equatIons mclude combmatlOns of two vanables whIch are 
hIghly correlated WIth each other the share of farmers m the labor force and 
the GDP per capIta As Table 2 mdIcates, the coeffiCIents for share of farm­
ers are negative and hIghly sIgmficant In all equations that contam the GDP 
per capIta vanable This result, absent from prevIOus studies because of their 
Incorrect econometnc speCIfication, suggests that, In addluon to attnbutmg 
the proper weight to unobservable time and country effects, the fixed effects 
speCificatIOn also attenuates the effects of multlcollmeanty on the slgmfi­
cance of the estImates 
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An additIOnal .,tep can be taken to detenmne the nature of the countn­
specIfic effect~ by exammmg the role of the number of agricultural hold 
l1lgs pel capita (-) ThIs vanable dlstmgUlshes the role of landowners from 
that of hIred agnculturallaborers who are generally not actIvely mvohed m 
lobby mg for hIgher food pnces The mam vanable of the regressIOn anal) 
SIS presented m thIs paper, the share of the agncultural labor force m the 
domestic labor force, does not dIstmgUIsh between landowners and landles", 
workers However, It IS hkely that the degree of mequalIty In land distribu­
tIOn or concentratIOn mdex, affects the success of collective actIOn by rural 
Interest groups Assume countnes A and B have agricultural populatIons of 
equal sIze In both absolute and relative tenns, In country A all agncultural 
workers own the land they cultivate, whIle In country B only 10 percent of the 
rural labor force IS constituted of landowners All other thmgs equal, the the­
ory of collectIve actIOn suggests that organIzatIOn by landowner groups wIll 
face fewer obstacles m countrY B and that theIr members WIll enJo) hIgher 
pnce protectIOn The variable used as a proxy for the dIstributIOn of land m 
thIS empirical test IS the number of holdmgs per member of the agncultur 
al labor force A hIgher number of holdmgs per capita would Imply a more 
equal dlstnbutlon of land, a dIlutIOn of pohtlcal mfluence by rural groups and 
lower pnce protectIOn In contrast to most country effects descnbed earlIer 
the concentratIOn variable IS quantIfiable, but only a few values are avaIlable 
for the penod under revIew The mfluence of thiS vanable can nevertheless 
be accounted for b\ perfonnmg OLS analySIS of the unobserved countT\­
speCIfic effects on the concentratIOn vanable (m average value), the effects 
are computed by the fixed and random effects analYSIS of the total protec­
tIOn rate The results of thIS procedure are presented m Table 3 In four of 
the seven regressIOns of the country effects the dlstmctlOn based on rural 
land dlstnbutlon produces eStimates that are hIghly consistent WIth the pre 
dIctIOns of the theory of collectIve actIOn for a gIven absolute and relatl\ e 
number of rural mhabltants pnce protectIOn decreases when land IS more 
equallv dlstnbuted smce a constant level of pohtlcal mfluence reqUIres the 
organIzatIOn and mobIlIzatIOn of a greater number of landowners ThIS result 
IS consIstent With the observation of a large decrease m food pnces mEg) pt 
that followed the land refonn mlUated by Nasser m 1952 Further mqulrles 
mto the mfluence of land dlstnbutlOn on pnce protectJOn wIll benefit from the 
collection, m panel format, of mformatJOn on land tenure and sharecroppmg 
arrangements 

The JOint slgmficance of the collective actIOn and Income per capIta 
hypotheses IS a major result of the research presented In thIS paper Leavmg 
one of these hypotheses out of the regressIOn equatIons results In a theoretIcal 
mlsspeclficatlOn, but mcludlng both of them m OLS analyses (as was done 
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In earlier studies) produce<; sIngularl) large standard errors of the esumate~ 
due to multlcollIneant) The use of panel data techmques aJlows thIs paper 
to consIder JOintly the validIty of both hypotheses B) allOWing the consid­
eratIOn of the longitudinal vanatlOn In the data, panel techmques show that 
the slgmficance of each hypothesIs IS not an artifact of excluding the other 
one from the analYsIs The coJlectlve action and Income per capita models 
are prominent features In the literature on food pnclng their interactIon 1<; 
shown In thiS paper to be a major element of the political economy of food 
poliCIes across continents 29 

5 ConclusIOn 

The research conducted for thiS paper produced four major findlng~ First 
and mo<;t Importantl) the theory of collectIVe actIOn appears to be a major 
component In expOSing the political factors which account for the distOrtiOn<; 
In natIOnal levels of food pnces The relative size of farm Interest groups 1<; 
negatn,el) and slgmficantly correlated With the pnce protectIOn they recen,e 
from governments even when the level of overall economic development IS 
taken Into account ThIS result casts doubt on the applicabIlIty of models of 
voting behaVIOr to the dynamics of food pncmg smce the mmonty group 
be It constituted of food producers or consumers, dIstorts pubhc pohcles to 
ItS advantage at the expense of the maJonty Second, the role of collectIve 
actIOn vanables IS vahd both over tlme and across a Wide spectrum of coun­
tnes The third notable result IS that ncher countnes offer their farmers higher 
pnce protectIOn than do poorer countnes Finally, the paper suggests that In 
additIOn to theIr mdlvldual slgmficance, the collective actIOn and the Income 
per capita hypotheses contnbute JOintly to the understanding of the politiCS 
of food pncmg: 

Further research should contnbute to a better understandmg of distortIOn<; 
In food markets In the follOWing areas Although the analySIS performed for 
thIS paper highlights the pivotal role of Interest group competitIOn In the 
design of pnCIng pohcles, eVidence and case studies of the extent func­
tIOns and effects of collective action among rural groups are lacking AddI­
tional tIme and resources should also be devoted to the IdentificatIon of the 
country-specIfic effects which account for an Important part of food pohcles 
as well as the development of appropnate empmcal mstruments to capture 
these effects Such additional mformatlOn wIll contnbute to a better under­
standing of the political backdrop of pnce reforms, and to the design of pollC) 
recommendatIOns which are preCisely cahbrated 
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Notes 

I Byerlee and Sam (]986) represent an exceptIOn by dlsputmg the valJdHy of thIs mhzt.J 
fact 

2 See among others Bale and Lutz (1979) Gulatl and Sharma (1992) Knudsen l\ash el al 
(1990) Krueger SchIff and Valdes (1991) Sah and Stlglttz (1987) and Schultz ( 1978) 

3 Information on the nominal mduect protectIOn rate IS not avaIlable for Industnal countne, 
See SectIOn 4 I for the empmcaI consequences of thiS unavatlablhty 

4 Anderson (1986) suggests that all economIes eventually reach a stage m theIr economic 
development ",here pnce protectIon of farmers shIfts from negatIve to posItIve values 

5 ThIs sectIOn draws on Olson s (1985) and Peltzman s (1976) papers 
6 In the context of the present study an example of an pure pubhc good would be the 

benefits farmers receIve from a pnce support program run by the government To the 
extent that the government guarantees all farmers a glYen pnce thIS pnce IS b) deSIgn 
non nval and non excludable on the producer Side Note that If the government finance~ 
thIS pnce support program bv levymg taxes on a fixed number of non farmers thIS tax IS 
a rIval but non excludable publtc good for taxpayers smce an mcrease m the number of 
taxpayers reduces the per capita fiscal burden The prIce support remams non rIval and 
non excludable for the farmers 

7 Such Incentlves are (positive or negatl\e) remforcements whIch re .... ard members ""ho 
bear theIr portIon of the total cost of collectl\e action and penalIze members who faJ! to 

do so 
8 ThiS argument Impltcltly assumes group symmetry 1f tastes and endowments are as\ m 

metnc however the h!.ehhood of provlSlon of the pubhc good mcreases smce the nche;l 
(or more Interested) group members can proVIde the pubIJc good e\en If the poorest (or 
least mterested) members do not contnbute at all 

9 Whether these costs mcrease at a hIgher or lower rate than group sIze IS an Important 
Issue which IS addressed In note II 

10 DeadweIght costs of SUbSIdizatIOn and taxation are the theoretlcal concepts whIch dme 
Becker s (1983) model of Interest group competItion Becker offers an IOterpre!alion of 
the effect of group sIze on polttlcal effectIveness that largely parallels the hypothesIs pre 
sented here 

11 Olson s conclUSIOn has given nse to a number of cnncal developments Sandler (I 992 ) 
and Chamberlm (1974) ha\e pomted to the unspecIfic role that nvalf) plays 10 Olson 5 

theoretIcal construction Olson s analYSIS does not specify whether II IS concerned \\Ith 
the prOVISion of exclUSIve or InclUSIve goods Of partIcular IOterest 10 thIS respect 15 

Chamberlin S (1974) paper ChamberlIn s conclUSIOns echo Olson S 10 the case of exclu 
slve goods the total quanlity of the publIc good proVIded approaches zero as group 
sIze approaches Infinltv ChamberlIn submits however that when the collectIve good I~ 
IOcluslve the amount prOVIded of the good IOcreases With group size and approaches 

a fimte IImll as the group size approaches mfimty He Justifies thIS result by the fact that 
the decrease In the contnbutlon of each mdlvldual (also acknowledged by Olson) IS more 
than offset by the mcrease 10 group size ChamberlIn s analYSIS suggests that the relatIon 
shIp between group sIze and provIsIon of mcluslve pubhc goods mIght not be IOverse It 

does not however fully establIsh that the only logIcal corollary of thiS result IS a poslln e 
relatIOnshIp between prOVISIon level and group sIze 

12 Hushlelfer (1991) supports thIS hypotheSIS he submIts that poorer or smaller actors are 
often at an advantage 10 power struggles because they are motIvated to mvest more m 
conllictual strategIes than ncher or larger opponents 

13 ThIS assumption IS tested In the econometnc analysIs 
14 ThIs hypotheSIS IS not InconsIstent with the observatIon of the substantlal pohucal po\\er 

expended by large Interest groups such as the Amencan ASSOCIation of Reured Persons 
whIch operate In a framework that lacks the confllctual aspects addressed here Indeed tht. 
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hnes that separate the AARP from CItizen groups that oppose the AssocJatlon s demand, 
are blurred b\ a number of specific factors such as sympath)- for older people the facI 
that most Cltlzens ha\e rellred relatives or will eventually retlre themselves As a result 
orgamzed OppOSltlOn to the goals of the AARP IS difficult to assemble lITeSpeCllve of the 
Assoclallon s size A similar argument can be made to explrun the pohtlcal Influence of 
chantable groups 

15 Anderson and Hayaml (1992) and Llndert (1991) suggest that the function that relates 
pohllcal anfluence to relanve group size IS concave A forthcomIng paper estabhshes that 
over a .... Ide range of developed and developmg countnes the funcllon does not exhibIt a 
global Inflecllon pOInt 

16 In the developmg regIons Argentina BrazIl ChIle Colombia Domlmcan Repubhc 
Eg\pt Morocco Cote d IVOlre Ghana Zambia South Korea MalaYSia PakIstan PhIlIp 
panes Sri Lanka Thruland Turkey and Portugal In the Industnal regIOns Canada Umt 
ed States Denmark France Gennan} Italy Netherlands Umted Kingdom Sweden 
SWitzerland Japan Australia and New Zealand 

17 The data used for the analysIs IS denved from a number of sources which are lIsted In an 
appendix available upon request 

18 While thIS declSlon about the commodity coverage offers more conslstencv than an arol 
trarv and numencally unequal chOIce of commodJlJes It IS not wHhout cost GI\en the 
.... Ide heterogeneHV of economIc and agncultural structures mcluded 10 the sample the 
three commodHles account for dlfferem fractJons of each countn s agncultural produc 
tlOn 

19 The values of thiS vanable are calculated uSing the followmg ratIO 

(food exports - food Imports)t 

food exports + food Imports)t 

20 These analyses can be found In Honma and Havaml (1986) Miller (\ 991) and Llndert 
(1991 ) 

2 I The Simple correlation between the GDP per capita and the share of farmers 10 the labor 
force IS equal to 849 

22 Thl~ IS also kn0u,n as the least squares with dummy van able (LSDV) analySIS of covan 
ance (ANCOVAJ or wlthm Units approach 

23 The random effects estimator IS a weighted average of the fixed effects eSllmate and the 
between groups eSllmator (the OLS estimate of the coeffiCients USIng country means) 

24 The efficlencv of the fixed effects techmque IS reduced If some mdependent vanahles 
are time Imanant In thiS case the fixed effects analYSIS IS not able to dIstingUIsh the~e 
vanable~ from the dummy vanables mtroduced to account for time and countn effects 
The present analYSIS shows that two mdependent van abies are affected b} thIS problerr 

25 The method Increases the number of regressors by including (1-1) country dummies and 
(I-I) year dummies 

26 In thiS test the null hypotheSIS IS that no correlation eXists between the count!) and the 
regressors If the test produces large values of the chi squared stallStlC the null IS rejected 
and fixed effects IS assumed to be the correct speCification 

27 Chamberhn s (1974) claim that larger Interest groups proVide higher levels of inclUSive 
pubhc goods does not find support In the present results 

28 RegreSSIOns of the dIrect protection rate documented 10 van Bastelaer (1995) also produce 
Inslgmficant esllmates of the net exports vanable In vanance with Krueger Schiff and 
Valdes s (1991) suggestIOn that net Importing countnes offer hIgher dIrect protectIOn to 
theIr farmers than net exponers do 

29 \an Bastelaer (1995) documents the results of regressIOns of the dlTect and total protection 
rates over two subsets of the sample used for the present stud" The collective action 
model IS shown to be less apt at explainIng the pollucs of food pnclng over a sample of 
13 Industnal nations than In a group of 18 developing countnes Other van abIes whIch 
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Impact the efficiency of collective action by Interest groups such as the le\el of polHILal 
and socIal instabIlity and the development of commUnication and transportation nctv.od,,, 
do not sIgnificantly contnbute to the depIctIOn of the political background to food pollCle, 
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