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Introduction to Agricultural Policy Analysis
Key concepts, analytical steps, and common tools

1. What Is Agricultural Policy Analysis?

Aspect Description

Definiti Systematic examination of government actions (laws, programs, regulations,
efinition
subsidies, trade measures) that affect the agricultural sector and its stakeholders.

* Assess effectiveness, efficiency, equity, and sustainability of policies.
Purpose e« Provide evidence?based recommendations for decision?makers.
* Anticipate unintended consequences and trade?offs.

» Domestic policies (price supports, input subsidies, land?use regulations).
s * International policies (tariffs, WTO agreements, export subsidies).
cope
P » Cross?cutting issues (environment, climate change, food security, rural

development).

2. Core Analytical Frameworks

Framework Main Components Typical Use

Political, Economic, Social,
. ) Early?stage scan of the external
PESTEL Technological, Environmental, }
environment.
Legal factors

Production functions, input costs, Evaluates price?support schemes,
Supply?Demand Model _ o ) )
market demand, price elasticity market interventions.

Cost?Benefit Analysis Monetized benefits vs. costs Determines net welfare impact of
(CBA) (including externalities) a policy.

o . L - _ Helps rank alternative policy
Multi?Criteria Decision Set of criteria (efficiency, equity, . _

. S . ] options when monetary valuation
Analysis (MCDA) sustainability) with weights o
is limited.

Institutional Analysis & Actors, rules, action arenas, Explores governance structures
Development (IAD) outcomes and rule?making processes.
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Framework Main Components Typical Use
Political Economy Power relations, interest groups,  Explains why certain policies are
Analysis incentives adopted or resisted.

3. Steps in a Typical Policy Analysis

1. Problem Definition

o ldentify the issue (e.g., low farm incomes, food insecurity, environmental degradation).
o Clarify objectives of the analysis (diagnostic, ex?ante, ex?post).

2. Contextual Scan

o Apply PESTEL or similar tools to map macro?level drivers.
o Gather baseline data on production, trade, demographics, climate.

3. Stakeholder Mapping

o List affected groups: farmers (small/large), agribusinesses, consumers, NGOs,
government agencies.
o Assess interests, influence, and potential alliances.

4. Policy Options Development

o Generate a range of alternatives (status?quo, reform, new instruments).
o Ensure options are mutually exclusive and internally consistent.

5. Impact Assessment

o Quantitative: Use econometric models, CGE (Computable General Equilibrium)
models, partial equilibrium models, or simulation tools (e.g., GAMS, STATA).

o Qualitative: Conduct scenario analysis, expert elicitation, focus groups.

o Evaluate across four dimensions: efficiency, equity, effectiveness, sustainability.

6. Economic Valuation

o Direct benefits/costs (price changes, yields).
o Indirect effects (environmental externalities, health outcomes).
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o Distributional effects (income changes by farm size, region, gender).
7. Risk & Uncertainty Analysis

o Sensitivity testing (parameter variation).
o Monte?Carlo simulation for probabilistic outcomes.
o Scenario planning for climate, market shocks, policy changes.

8. Recommendation & Reporting

o Rank options using MCDA or cost?benefit ratios.
)
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