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Food and Agriculture Organization of the United Nations 

Policy Assistance Support Service 

IMPACT ASSESSMENT OF DEVELOPMENT POLICIES USING ACCOUNTING 
FRAMEWORKS AND STATIC AND DYNAMIC COMPUTABLE GENERAL 

EQUILIBRIUM (CGE) MODELS 

27 June - 8 July 20111

Trainers: Pr Marco Missaglia (University of Pavia), Lorenzo Giovanni Bellù (FAO- Rome) 

 in the Library e-learning lab 

 
Background 
 
The project “Impact assessment of development paradigms and related policies” is a multi-country 
project aimed at providing conceptual insights on the impact of selected development paradigms and 
policy assistance to address specific long term sustainable development issues relevant to poverty 
and food security by means of strategies and policies. This project is funded by the FAO Multi-
Partner Programme Support Mechanism (FMM) and implemented by the Policy Assistance Support 
Service and comprises ex ante analysis of socio economic impacts of policy options in support to 
policy processes. It also includes institutional capacity building, on-the-job training and practical 
applications in selected countries, through the support of national working groups modelling policy 
impacts with an economy-wide perspective. This work fits into the FAO efforts to achieve the Unit 
Result (UR) SOH1G102 “Impact assessment and monitoring of policies affecting food security 
and poverty in support to decision-making, at all levels, carried out through the application of 
appropriate tools and methods” and related products and services proposed in the 2011 work plan. 

 
Objectives 
 
The general purpose of this course is to familiarize participants with the use of a general equilibrium 
model for policy analysis. In particular, it will allow participants to: 

• learn how CGE models are built in a simplified economy - i.e. with no government and closed 
to the rest of the world; 

• disclose the hidden assumptions which generate the simulations results; 
• understand how different theoretical perspectives may be translated into a consistent set of 

equations and inequalities; 
• shift from static to dynamic models; 
• simulate the impacts of development policy measures in the short and long run; and 
• become familiar with the software commonly used to write and solve CGE models. 

 
 

                                                           
1 Course organized within the framework of the Project: FMM/GLO/008/MUL with the financial support of the FAO 
Multi-Partner Programme Support Mechanism (FMM). 
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Training approach 
 
Classes will follow a step-by-step approach. It is assumed that participants know basic 
microeconomics and macroeconomics and the essential elements of calculus. At the beginning of the 
course concepts of development, development paradigms and development policies will be 
introduced. Subsequently, basic elements of CGE models will be presented to all participants.  
 
The course will focus on a specific large-scale CGE model, both in its static and dynamic version. It 
will draw on neo-classical (marginalistic) economic theory. The GAMS software and the related 
MPSGE language will be presented.  
 
Once the basic version is understood and mastered, the participants will learn how to:   
 

• modify the model in some of its theoretical underlying assumption;  
• extend it to incorporate specific socio-economic features;  
• tailor it to data availability; and 
• use it for specific policy simulations.  



First Week 

Daily schedule 

Monday 27 June: 09:30 Preliminary activities with selected participants 

Morning 09.00 – 12:30 Afternoon 14.30 – 17.00 
28 June  (09.30-12.30) 28 June 
 Introduction: Welcome and presentation of the 

participants; 
 Objectives and activities of the project. 

Objectives of the course; 
 Development, development ingredients, 

paradigms, issues and policies: definitions and 
concepts, recent and current approaches. 

 Development paradigms and development 
issues: 
• Group work; 
• Country cases; 
• Exercises, and  
• Discussions. 

29 June   29 June 
 CGE and development: why and who is using 

Computable General Equilibrium (CGE) 
models? IFPRI, GTAP, LINKAGE and the 
other large scale CGE models for policy 
purposes. 

  Overview of a large-scale CGE  model: 
structure, cases and examples 

Behavioral economics and duality: 
 Utility Maximization versus expenditure 

minimization. Concepts and exercises 
 Profit maximization versus cost 

minimization: duality. Concepts and 
exercises 

30 June  30 June 
The “complementarity” logic of GAMS-MPS/GE 
language. Simple examples: 
  Marshallian partial equilibrium scheme of 

demand and supply 
 Optimal choice of a monopolist and the 

associated welfare loss. 

Moving to general equilibrium with MPS/GE:  
 The simplest neoclassical (NC) static 

general equilibrium model: MCP and 
MPS/GE versions 

01 July 01 July 
Extending the NC model: 
 Indirect and direct taxes. Modeling the 

government. 
 The different “closures” of a model. 

Exogenous vs. endogenous government deficit 
(surplus). 

 Savings and investment in the NC CGE 
model. 

International trade in the NC CGE model.  
 The “Armington assumption” and other 

ways of modeling imports and exports.  
 Simulating the consequences of 

international price shocks for a small open 
economy. 

02 July  02 July 
Expanding the size of the NC model: 
 More “representative consumers” and the role 

of social policies; 
 Nested production functions; 
 LES (Linear Expenditure System) utility 

functions;  
 More activities producing the same 

commodity; 
 More commodities produced by one activity. 

Towards a more realistic CGE model:  
 Foreign aid; 
 The case of “only imported (exported) 

commodities”; 
 Transaction costs; and 
 Home consumption. 
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Second Week 
 
Morning 08.30 – 12:30 Afternoon 14.30 – 17.00 
04  July 04 July  
The complete static CGE model in MPS/GE Exercises, Country cases and group work 
05 July 05 July 
The complete static CGE model in MPS/GE:  
 Running simulations; 
 Interpreting the meaning and origin of the 

results; changing the closure; 
 Changing some assumptions. 

 Dynamic models (short comments on 
recursive vs. intertemporal dynamics): a 
small example; 

 The dynamic version  in MPSGE of the 
CGE model: capital accumulation, sector-
specific productivity growth. 

  06 July 06 July 
The dynamic version of the complete CGE 
model:  
 Labor force growth,  
 Population growth 

Working with the dynamic CGE model.  
 Simple manipulations,  
 Examples and  
 Policy simulations. 

07 July 07 July 
Working with the dynamic CGE model: 
addressing specific development and policy 
issues 

Working with the dynamic CGE model: 
addressing specific development and policy 
issues (continued). 

08 July 08 July 
Preparing terms of reference for the Country 
Working Groups (WG) 

Discussing the follow-up of the project:  
 Programming country work and further 

steps. 
 Conclusion of the workshop. 

 


