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A few remarks on models and international agreements by Jean-Marc Boussard I have been recently involved in the appraisal of several documents regarding international agreements between CEDEAO's member states as well as between the CEDEAO and the European union. Authors were preoccupied with the consequences of such agreements for the agricultural sectors in their countries, especially from the point of view of the "rice economy". In fact, all of them were starting with excellent analysis of paddy production and processing in each countries, so that I took much pleasure reading them. Indeed, I learned a lot of things with these papers. At the same time, all of them were ending with considerations regarding the overall consequences of the envisaged treatises for the whole economy. These considerations were derived from either partial or general equilibrium models which, apparently, had been generously let at the disposal of the authors by some international institution, perhaps the World Bank.

I am a model addict myself, so that I certainly would not reject the idea of making use of model s in designing policy instruments or negotiating international treatises. Quite the contrary, in the course of my career, I often tried to convince decision makers not to neglect the numerous lessons one can derive from a careful use of such tools. Yet, I have been extremely shocked by the way specific models had been used in these specific cases.

By definition, a model is the translation of a theory into a mathematical equation (or a set of equations). Of course, it cannot be better than the theory, so that, it does not bring much by itself. Yet, in all sciences, building models is useful by providing numerical predictions which can be compared with observed reality in order to check the validity of the underlying theory. This is also true in economics, where theories are often qualitative and loosely specified . Indeed, it has been contended that models provide economics with the same degree of rigor as, for instance, astronomy.

In practice, however, models builder are aware of the fact that many incontrollable events are often occurring in economics, thus making this pretence unrealistic. The fact that everything depends upon everything, with hundreds of variables acting together in opposite directions implies that making "true" predictions is virtually impossible. This is a major reason not to have too much confidence into the validity of models results.

Yet, models are useful not so much by their results -always discussible -but by the fact that, in the process of building a model, the author must sharpen theory, and take a large number of decisions, each of which leading to a different version of the model -and, of course, to different results. Most of the time, these "variants", so plausible as they can be, lead to obviously fancy results. And getting such fancy results help in identifying the important details in the theory, be it the magnitude of such or such parameter, or the neglect of an aspect which was deemed unimportant at first sight, and which reveal itself crucial after all.

Thus, using a model for whatever purpose requires a long process of trial and error with different versions, ending with qualitative (rather than quantitative) conclusions on what is important and what is not… Nothing of this sort seems to have been present here. Reading theses documents, one get the impression that the authors were provided with a set of equations they did really not understand, a set of data they did not collect themselves and the exact meaning of which they did not know, and that they only push a button on their computers to get results they took at their facial value, as if revealed by some divinity… Of course, they were confident that the authorities which had supplied these instruments were perfectly honest… in such case, was the model really necessary ? This is just like having recourse to a wizard : if the wizard is honest, let him (or her) take the lead… otherwise, what could happen? Now, it turns out that in the present case, I am not sure the wizard is honest. All these discussions on liberalisation are so much loaded with ideology -not to speak of very real interests -that I would be very cautious before accepting these results. A major reason for this reluctance is that the trick has been widely used during the discussions known as the "Uruguay Round ", with huge models of the world economy promising world benefits as large as more than 600 billion $ from the agricultural liberalisation as decided by the Marrakech treatise. In practice, first, 600 billion $ is not a large sum at the world level, and, second, it is sure we never got it after more than 20 years. .. The models used in this occasion were in fact unanimous in their predictions only because they were all the same, with practically the same data, and the same equations, relying upon the same oversimplified theory of equilibrium, which says that, because of competition, marginal costs equate prices everywhere. Although reflecting a part of reality, this theory neglects important aspects, especially the fact that producers not only react to the mean level but also to the variability of prices. In addition, production levels are decided on the basis of guessed rather than actual price. For these (and a few other ) reasons, in a completely liberal economy, the variability of prices is likely to increase, and the production by cautious farmers to decrease by comparison with the situation where prices are administered, or at least, regulated. Then, agricultural prices, instead of decreasing, for the benefit of consumer, tend to increase. But this increase does not benefit farmers, because they reduced production, loosing on quantities what they gained in prices1 … This is actually what happened since the Uruguay Round on the world markets, culminating with the famous staple food crisis in 2008. Thus, the predictions of all these « Uruguay round models" were perfectly wrong, and by a large magnitude. Yet, they had been pushed on the front stage by the promoters of the liberalisation, who saw them as a way of putting a bright "scientific" paint over a fairly clumsy vessel… I have therefore a strong suspicion that the same scenario is going to be played again with these recent "APE" projects. It does not imply that the UE/CEDEAO treatise should not be signed : I have no opinion on this point, because I do not know what is precisely going on. I would only advise my African friends not to sign anything which would prevent them to make use of emergency measures in case of prices really too high or really too low -because my own models abundantly show the high probability of such events in the next few years, although I cannot say when exactly. For the rest, I am -just as some of my colleagues in INRA or CIRAD -ready to help volunteers to set up their own models… After such an exercise, conducted as defined above, I am sure they would never say the same kind of nonsense as before . .
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