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LESSONS LEARNED FROM A.XI.D. FOOD POLICY PROGRAMMING:
THE CONSUMPTION EFFECTS OF AGRICULTURAL POLICIES

EXECUTIVE SUMMARY AND RECOMMENDATIONS

This report assesses lessons learned from A.I.D. work in fcod policy
under the Consumption Effects of Agricultural Policies (CEAP) project
between 1977-1988. Food policy integrates in a systems perspective the
relationships between macroeconomic and agricultural sector policies and
micro level behavior at the household or firm level, including resultant
changes in food consumption patterns, and nutritional effects. The CEAP
project has been A.I.D.’s only major effort to address the issue of how
improving nutrition and food consumption can be made an integral part of
the economic development process. All other A.I.D. activities in nutrition
are direct interventions (for example, supplementary feeding programs and
vitamin A distribution). The CEAP project picneered policy-oriented
intervention as a part of A.I.D. nutrition strategy.

The CEAP project was oriented ‘oward better understanding the
interrelationships and effects of agricultural development and food subsidy
policies on the food consumption and nutritional status of different
socioeconomic groups. The effects of policy decisions on the food
consumption patterns of the poor wvere emphasized. In addition to producing
needed knowledge for rescearchers and policymakers, the project aimed at
providing specific technical assistance to A.I.D. missious and host
governments, and sponsoring training activities zssociated with food policy
analysis and design.

The CEAP project was directed by the A.I.D. Office of Nutriticn
(A.I.D./S&T/N) and managed by the Nutrition Economics Group (NEG) within
the Office of International Cooperation and Development (0ICD) of the U.S.
Department of Agriculture (USDA). In addition to NEG providing project
management, it also provided technical assistance, back-stopping, and
technical guidance for studies, as well as coordination of consultants from
the private sector, universities and other parts of USDA.

Under the CEAP project, a variety of research and policy studies,
techrnical assistance, and training activiiies were conducted in
approximately thirty countries. The CEAP project produced a diversity of
outputs including policy studies and analysis, techunical papers, technical
assistance, and training materials and activities, both formal and
informal.

In this assessment, lessons are identified in five general areas:
(1) the seventeen CEAP project studies; (2) the design of research and
studies; (3) technical assistance; (4) training activities; (5) project
administration and management. The lessons are detailed in the text.
The report ends with recommendations for future A.I.D. work related to
emerging food policy priorities.
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LESSONS LEARNED AND OVERALL RECOMMENDATIONS

1. The CEAP project was timely and positive because it addressed a policy
area of vital and continuing importance, imperfect understanding, and
groving interest.

The CEAP project contributed to legitimizing and institutionalizing food
policy analysis through its sustained support and project outputs. The
CEAP studies have added to the general food policy literature and specific
literature in precject countries. CEAP studies also contributed and
continue to provide basic information to nolicy dialogue in some countries
including reexamination and discussion of reform of food subsidy programs
in Egypt and Sri Lanka and Jamaica, price policy reforms in Tanzania,
Sudan, Honduras, Indonesia, Jamaica, 7ambia, and others (see text for
additional examples).

2. Initially, the CEAP project strategy intentionally emphasized short-
term, relatively inexpensive CEAP studies, performed at the request of host
governments and A.I.D. missions by U.S. contractors. The policy intent was
to quickly identify policy impacts on food consumption and sometimes
nutrition and to make useful policy recommendations. Furthermore, these
studies were planned to generate further interest and support for the
project.

The lesson has been learned that short-term studies can indeed be useful,
but to succeed some specific preconditions must be met. For successful
short—term CEAP studies, preexistent data and preliminary consumption
analysis is probably necessary, and very competent analysis are required.

3. In general, experience and evaluation has demonstrated quality trade-
offs with the quick turnaround strategy, with studies sometimes running
into insurmountable data, conceptual, or analytical constraints in the
required time limits.

It has been learned that a staged- or phased-study strategy is preferable
to trying to "do it all" in a six month study. Using such a strategy,
initial studies identify policy questions, data and information
availability, and indigenous expertise and describe the system under study.
Subsequent efforts exploit existing data or expend necessary resources for
data collection and analysis. In all stages, collaboration with host
country nationals is essential.

4. It has been learned that institutionalization of food policy
analytical capacity within U.S. universities, A.I.D., and host country
policymaking institutions takes time, sustained commitment of resources,
and critical mass.

Furthermore, food policy analysis requires an appreciation of complex
systems. Competent food policy analysis requires expertise in subject
areas not commonly combined in university departments, A.I.D. program
offices or host country government ministries. Knowledge of agricultural
production and economics, food consumption, nutrition, macroeconomics,
trade policy and political economy are particularly needed.
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5. Whereas awvareness of food policy issues has grown, food policy analysis
has not yet reached the "cookbook" stage in the U.S. or developing
countries, although much progress has been made on specific analytical
ingredients and techniques. Figuring out where and how to nurture the will
and skill and art to analyze and shape food policies in an on-going fashion
will continue to take time.

Both the *aste for and the skill to produce food policy analysis is
acquired only with experience by host country policymakers. It is not
likely to result from brief exposure to single-shot, short-term analysis by
expatriate consultants.

6. Part of the staging process should explicitly include informal and
formal educational and training opportunities for host country nationals.
In countries vhere a pool of trained analysts exist, it is important that
they benefit from and contribute to short-term studies conducted by
competent analysts.

Incorporating nationals on study teams is essential to contribute to
institutionalization. Such participation may provide host analysts vith
resources to gain expertise on policy issues that they would not otherwise
have as well as the opportunity to then communicate policy results to
others.

7. Most of the early studies, as well as a few of the later ones,
analyzcd effects on food consumption of agricultural or food pricing
policies used in pursuit of agricultural sector strategies or national
development objectives. Important lessons were learned from the studies
and subsequent critiques and commissioned papers, oversimplified here as:

a) VWhile the linkage betveen agricultural pricing policies and supply
response has been acknowledged, price policies must also aim to
promote the efficient allocation of resources and, ultimately,
food security.

b) Getting agricultural prices "right" is not a panacea;
complementary policies are necessary. Poor infrastructure and
transport systems, inadequate supply of agricultural inputs and
credit, and labor shortages or bottlenecks can limit supply
responsiveness.

c) Price policy effects on rural producers must be understood as they
influence household production, consumption, and income.

Most rural households are dependent on agricultural production;
however, many poor rural households are also dependent on food
purchases and off-farm income sources. Effects of price policy on
food consumption and nutrition, therefore, must be understood
fully as these policies influence vage rates, household decision
making, and resource allocation. The "nev home economics" or
farm-firm household models can assist in understanding the impacts
of price and other policies on household decision making.



d)

e)

£)
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Off—farm income can be a significant component of total household
income in rural areas. Since income is an important determinant
of food consumption, enhancing food consumption often entails
jdentifying options for improving household income from
alternative sources.

Producer policies have differential impacts; understanding
these effects requires disaggregated analysis.

I1f adequate information is not available, it must be sought to
perform useful analysis. In general, considerable work still
remains to be done in understanding the responsiveness of food
product demand to changes in own-price and the prices of
substitute and complementary products.

Disaggregated price policy analysis can demonstrate trade-offs in
agricultural strategies related to promotion of food crops versus
cash crops. To be most useful, micro level models need to be
linked with sectoral and economy-wide models.

8. Subsequent CEAP studies addressed questions of food subsidies and
their cost-effectiveness in meeting policy goals related to population
coverage ard nutritional impact along with their efficiency impacts. Again
over-simplifying the major lessons from the CEAP work:

a)

b)

c)

d)

e)

Gaining accurate knowledge of consumption parameters may dispell
some traditional wisdom and inform design of better policy

For example, the CEAP studies raise questions about the use of
food price policy to promote consumption of traditional food
grains. Rogers and Lowdermilk (1988} concluded that consumers do
not substitute coarse grains for rice when the price of rice
increases. Instead they decrease overall grain consumption.
Thus, unless the substitutability of coarse grains can be
enhanced, increasing prices of imported grains will have negative
effects on the poor.

Consumer food subsidies can accomplish the objectives of improving
food consumption and nutritional welfare.

Subsidy programs may be extremely costly in terms of public
expenditures, distort incentives to agricultural producers, and be
difficult to dislodge as subsidies assume entitlement status.

Food subsidies may fail to benefit the poor if the poor do not
have genuine access to subsidized itenms. The CEAP studies
demonstrated that the availability and distribution of subsidized
food may be inequitable and penalize the poor.

There is considerable scope for targeting consumer subsidies to
vulnerable groups in an attempt to reduce fiscal costs. Although
the CEAP project identified instances wvhere targeting was
difficult or relatively unsuccessful, it demonstrated that
developing targeting strategies is possible and requires a
comprehensive assessment of the food distribution system and

food consumption patterns.



Successful policy and program design varies hy country situation.
Management and implementation details can make critical
differences in achieving the targeting and nutritional objectives
of the program. Trade-offs exist between the administrative
requirements and public sector costs of effectively targeting a
program and the costs of program leakage (that is, providing
benefits for non-target groups) when fewer attempts are made to

target.

f) A variety of targeting mechanisms exist and their applicability
is, to a great extent, country specific. The CEAP studies
explored the uce of self-targeting or "inferior" foods, ration
shops, food stamps, geographical targeting by region, and
targeting by type of outlet.

The ideal carrier for a self-targeting food subsidy wvith the
least distorting and, at the same time, the most positive
nutritional effects may be those foods consumed in major
proportions by the poor and not preferred by the affluent.
Yet, in some cases, such a food does not exist and alternative
targeting mechanisms must be sought.

In general, an assessment of the feasibility, costs and benefits
of targeting that maintains coverage for the most vulnerable is
extremely case specific.

9. In general, the CEAP project emphasized studies and understanding food
policy phenomena, with significant attention to providing technical
assistance useful to A.I.D. missions and host country governments.

In the future, there will be continued need for timely technical -
assistance. More attention should be paid to both informal and formal
training and communication and outreach activities.

10. Broad distribution of reports and summaries in official languages and
in English to host country personnel, and to A.I.D. staff and to university
professors and students, respectively, is important and of low marginal
cost. As Evensor (1983) observed in a review of the CEAP work, case
studies and other literature become incorporated in university curricula
and help equip new generations of analysts.

11. It is important for A.I.D. to exert a leadership role in food policy
analysis so that explicit consideration of consumption and nutrition links
to agricultural and economic policies does not fall through the cracks.
Part of that leadership depends upon conceptualizing and designing a new,
long-term project or set of projects explicitly aimed at informing
policymakers about the links between development policies and food
consumption and nutrition. The project(s) should be designed around a
matrix concept of priority countries and problems and staged activities.
A.I.D. should also commit available resources to both short-term and long-
term training of host country personnel.
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12. The support of a competent managerial entity with excellent subject
matter expertise and institutional memory was critical to success of the
CEAP project and will be similarly important to future food policy project
success.

Part of the contribution of the Nutrition Economics Group of USDA was
providing institutional memory within the government. With large project
portfolios and frequent personnel turnover in A.I.D., country missions and
consulting firms, this combination of career personnel with subject matter
expertise and access to extensive documentary and reference materials
contributes to an institutional memory and is extremely important in
assuring that objectives are met. Universities possess the long-term
commitment to research that consulting firms usually cannot, but incentive
structures in universities usually do not facilitate management or
provision of technical assistance or training activities.

13. Additionally, the managerial entity(ies) should be able to provide or
coordinate experts in research, technical assistance, formal and informal
training, communication and outreach. This requires a long-term project
commitment by an entity with demonstrated management and subject-matter
expertise. Also important is the ability to provide long-term food policy
training or to sub-contract for specific needs.

14. An examination of the current A.I.D. Office of Nutrition portfolio
reveals programs in four major areas: (1) nutrition monitoring and
surveillance, (2) addressing vitamin and mineral deficiencies, (3) targeted
maternal and child care interventions, (4) nutrition social marketing.
There is no program of activities that explicitly explores the linkage
betveen economic polices and food consumption/nutrition.

Yet there is broad consensus in the donor community, at academic
institutions, and in developing country forums that further understanding
of these linkages is required for the effective policy guidance necessary
to combat the deteriorating nutritional status of major portions of the
population in Africa and Latin America.

15. There is a clear need to build upon the work of the CEAP studies.

It is recommended that A.I.D. initiate a new phase of food policy
programming through the Office of Nutrition that examines the effects of
employment and income-generation policies; technology, input and credit
provision; and macroeconomic adjustment on the nutritional status of
different socioeconomic groups. An improved understanding of the political
economy and social factors impeding policy reform is also critical to
design strategies for change.

16. The diverse collection of reforms known by the rubric "s¢ructural
adjustment" are of particular significance today in determining consumption
and nutrition outcomes in the world. There is increasing evidence that
structural adjustment has had an unduly harsh impact on certain segments of
the population and contributed to a deterioration in nutritional levels.
Although there are two major donor efforts undervay to quantify the impact
of macroeconomic adjustment on household living standards, there is an
immediate need for a program of activities designed to develop policies and
specific interventions to assist groups vulnerable to the adverse impacts
of macroeconomic reform packages.



A.I.D. FOOD POLICY PROGRAMMING:
LESSONS LEARNED

(An Assessment of the "Consumption Effects
of Agricultural Policies" Project)

I. PROJECT DESCRIPTION
A. Historical Context

Growing recognition of the important links between agricultural
policies, food consumption, and nutrition stimulated A.I.D. to design and
support the "Consumption Effects of Agricultural Policies," or CEAP project
between 1977 and 1988. The CEAP and related projects were directed by the
A.I.D. Office of Nutrition (A.I.D./S&T/N). Under an agreement with the
Office of International Cooperation and Development (0ICD) of the U.S.
Department of Agriculture (USDA), the Nutrition Economics Group (NEG) was
formed and managed the projects on an ongoing basis.

In 1989, after twelve years of programming, A.I.D. has requested a
broad-based assessment of lessons learned from the CEAP project. Among the
questions raised: What has the project accomplished? What have food
policy analysts learned? How can food and agricultural policies be
designed better to protect or promote nutrition and food security during
the process of agricultural development and general economic structural
reform? What lessons are there for policymakers, for A.I.D. mission
officers, for consultants who provide technical assistance, and for
professionals who conduct training activities? Has the project revealed
anything about the process of institutionalization of food policymaking
expertise within host country governments? Finally, what has been learned
that is useful to A.I.D. in planning future food policy interventions, and
vhere should the A.I.D. be headed?

In historical context, the CEAP project represented an important new
step in the evolution of A.I.D. development programming efforts in
nutrition. Early Office of Nutrition programming efforts implemented in
the mid-1960s attempted to improve dietary status of target groups through
a variety of technological approaches including the introduction of new
crop varieties, new fortification processing techniques, and the
distribution of high protein and other dietary supplements. At this time,
protein deficiencies were considered to be the preeminent nutrition problem
and supplementation and crop and food modification technologies were vieved
as the principal remedies.

By the early 1970s, the emphasis on protein, vitamin and mineral
deficiencies appeared misplaced for several reasons. Malnutrition stemmed
only in part from inadequate protein intake; thus, protein supplementation
and fortification technologies could go only so far in alleviating
malnutrition. Improved food technologies frequently failed to reach the
people who really needed them due to bottlenecks in marketing or
distribution chains, or because uf lack of purchasing power or nutrition



education. More critical and detrimental than protein deficiencies, it was
was inadequate energy intake. If individuals could obtain sufficient food
to supply adequate energy, their protein needs would likely be met.
Recognizing this, analysts began to judge protein supplementation and other
micro-nutrient fortification measures insufficient and uneconomic to
eradicate malnutrition. Measures designed to increase caloric intake
gained precedence, and foreign assistance nutrition programming shifted to
include more direct nutrition intervention.

Nutrition research in the 1970s examined maternal nutrition and links
between maternal nutritional status and reproductive outcomes as well as
subsequent infant mortality. The socioeconomic context of nutritional
status was examined, and methodologies were developed for health and
nutrition surveys. Theories and methods of integrating nutrition planning
into national policymaking gained prominence in the 1970s, along with the
development of the theory of nutrition education and methocs.

By the late 1970s, A.I.D. policy statements indicated that direct
nutrition interventions and provision of food aid were addressing only a
limited portion of the malnutrition problem. The agency turned to
multidisciplinary, in-country assessments of national nutrition problems
(McGuire, 1988, p. 26), and sought to define some of their socioeconomic
dcterminants. Additionally, analysts increasingly recognized that policies
and programs in many sectors such as agriculture, health, population, and
education could and did influence nutritional status. Further, sectoral
policies that did not consider potential effects on the consumption and
nutrition of the poor could be detrimental and counterproductive to
development.

The CEAP project, in addressing agricultural economic policy and in
drawing on A.I.D. bureaus and integrating academic disciplines that had not
been related in the past, was a nev type of venture. The CEAP project
combined the efforts of nutritionists, economists, agriculturalists,
anthropologists, statisticians and computer specialists. Such an effort
broadened the definition of a nutrition-related intervention.

The CEAP project recognized that policy interventions must go beyond
protein fortification, vitamin supplementation and improving infant diets,
although these are legitimate concerns. Nutritional outcomes arcv largely
“determined by the nature of the fooa production and distribution system.
There was a growing recognition that agricultural policies could provide
either positive or perverse incentives for enhancing incomes from
agriculture, and the food consumption and the nutritional status of the
poor. Further, increasing agricultural productivity in developing nations,
though necessary, was not a sufficient guarantee of food security or
putritional well-being for many vulnerable groups. A better understanding
of the relationships between agricultural policies and food consumption, as
well as the cost-effectiveness of various consumer subsidy policies,
offered the possibility of better designing and coordinating agricultural
and nutrition policies, programs, and projects.



The CEAP project was approved on April 1, 1977 to:

.determine and improve the nutrition/consumption effects of
development policies, particularly those in the agricultural
sector; and to sensitize agricultural policymakers and technicians
to the importance of incorporating nutrition considerations in to
agricultural policies; to investigate the economic and political
feasibility of using subsidized consumption systems to achieve
nutrition objectives and to evaluate their cost-effectiveness, the
pre-conditions under which they might be effective, and their
replicability; to determine the forms of subsidized consumption
programs most appropriate for particular sets of pre-conditions
and particular objectives (0ffice of Nutrition, 1977).

In the decade since the initiation of the  EAP project, agricultural
sectoral policy concerns have assumed much greater impnrtance. With
increased attention focused on food security at national, regional, and
household levels, two large-scale A.I.D. efforts have certain
complementarities with the CEAP project. The "Agricultural Policy Analysis
and Planning" project (APAP) was initiated in 1983 with a second phase
started in 1988. APAP supports eccnomic policy reform measures and assists
in fostering competitive input supply and product marketing systems.
Significantly, a NEG senior staff member assisted in the original
formulation of the APAP project.

The "Food Security in Africa" project also began in the early 1980s to
assist African countries in dealing with food security problems by
formulating alternative institutional arrangements and encouraging "more
productive and dynamic food systems." Although these two projects have
emphasized pr”'cy analysis and design, and attempted to understand the
effects of policy actions on performance of the food system, neither of
them have an explicit food consumption focus, nor do they explicitly
integrate nutritional concerns.

B. Project Organization

Technically, several distinct projects comprised what are here referred
to as the CEAP project. These include:

Economic Analysis of Agricultural Policies (931-1171) 1977-79
Consumption Effects of Agricultural Policies (931-1274) 1980-81
Consumption Effects of Agricultural Policies (Phase II) 1982-85
Subsidized Food Consumption Project (931-1275) 1980-85

The Nutrition Economics Group operated through 1988 by extending previous
projects. Two of the food subsidy reports (Mali and Dominican Republic)
were completed in the final years and cooperative agreements with the
Universities of Kentucky and Arizona were initiated to examine methods for
incorporating nutrition objectives into agriculturai projects.

The CEAP project was directed by the A.I.D. Office of Nutrition but
managed by the Nutrition Economics Group of OICD/USDA. An
intergovernmental Resources Support Services Agreement (RSSA) provided the
Office of Nutrition with agricultural economics expertise to manage the



CEAP research activities dealing with the consumption and nutrition effects
of agricultural policies. The NEG staff included a senior economist, a
junior economist, a secretary, and various consultants.

The CEAP project included three components: research and studies,
technical assistance, and training. In many respects, sorting out the
three components is not only difficult but somewhat arbitrary. Frequently,
studies provided technical input to policy decisions. Similarly, important
on-the-job training resulted for analysts and collaborators in the
study/research and technical assistance process.

C. Major Project Outputs

The CEAP project began in 1978 with studies in Sierra Leone and
Nigeria. With the approval of CEAP Phase I in FY 1981, seven short-term
policy impact studies were initiated in Cameroon, Senegal, Jamaica, Panama,
Sudan, Tanzania and Peru. At the same time, a longer-term study was
started in Honduras. During Phase II, policy analyses were undertaken in
Zambia, Indonesia, and Liberia.

The Subsidized Consumption project, a component of the CEAP effort,
included studies of food subsidy systems in Egypt and Sri Lanka and, more
recently, in Mali and the Dominican Republic. Major contractors for each
of these studies included universities, consulting firms, and the
International Food Policy Research Institute (IFPRI) as indicated in
Appendix 1. NEG acted principally as project catalyst and manager. In a
number of instances, CEAP contractors collaborated with host-country
institutions, including ministries of agriculture, health and planning and
research institutes. A complete listing and description of all studies
accomplished under the CEAP project appears in Appendix Table 1.

Technical assistance, sometimes in the form of additional studies, was
provided in Boliva, Burundi, Panama, Cameroon, Thailand, Dominican
Republic, Haiti, Sri Lanka, Indonesia, the Philippines, Senegal, India,
Guatemala, El Salvador, Ecuador, Zaire and Jamaica. The distiaction
between the studies and technical assistance activities frequently blurs.
Representative technical assistance included: preparation of food
consumption and nutrition components of agricultural sector assessments;
evaluating the consumption effects of an integrated rural development
project (Philippines), evaluating the consuription and nutrition effects of
a small farm diversification project (Guatemala), assisting in the design
of a food stamp program (Jamaica), assisting in the design of national
household expenditure surveys, and processing and analyzing income,
expenditure, and food consumption survey data.

Finally, while training occurred informally during Phase I of the CEAP
project, NEG planned or conducted formal training activities primarily in
the project’s second phase. During Phase II approximately 13 percent of
the CEAP budget was earmarked for "outreach activities involving A.I.D. and
host country personnel, including workshops, seminars and an information
network" (Office of Nutrition, 1981). Lessons learned related to the
design and management of successful training activities are suggested in
Chapter III.



D. Level of Effort

The CEAP project was accomplished with relatively limited funding and a
small professional staff. NEG was funded primarily by the Office of
Nutrition with additional core support from relevant A.I.D. missions.
Appendix Table 2 provides a historical look at NEG expenditures. Total NEG
expenditures from 1977-1988 were $4.7 million. Excluding the first year,
NEG expenditures averaged about $420,000 per year for personnel, office
costs, travel, and consulting fees.

These totals account for a small portion of total Office of Nutrition
expenditures. For example, in 1987, obligations to the CEAP project
amounted to approximately $571,000, or 5 percent of total Office of
Nutrition obligations of $12.4 million. Appendix Table 3 provides a
complete breakdown of the Office of Nutrition project portfolio in 1987.

Despite the substantial output of studies, reports, and methodological
papers, NEG maintained a small professional staff. Contractors and
cooperators at universities and consulting firms performed much of the
work. From 1980 to 1988, NEG staffing remained fairly constant, at
approximately 50 professional person-months per year. This corresponds
roughly to four full-time professional staff members.



II. LESSONS LEARNED: THE CONSUMPTION EFFECTS OF AGRICULTURAL POLICIES
AND POOD SUBSIDY PROGRAMS

This chapter presents a broad-brush panorama of our current
understanding of the major links between nutritional status, food
consumption patterns and agricultural and other economic policies. In
doing so, we emphasize the understanding and knowledge that emerged from
studies carried out under auspices of the CEAP and related projects.

We present CEAP-related study results in three different ways in the
three sections of this chapter. First, to provide context, we highlight
the general food policy literature to which the CEAP studies have
contributed and capsulate major lessons that have been learned about the
operation and effects of four major classes of policies:

1) producer price policies

2) consumer price policies and food subsidies
3) input, technology and marketing policies
4) macroeconomic and trade policies.

Admittedly, the literature is so vast that we can do no more than
use it as a backdrop for the eramination of the CEAP reports. The second
section presents a profile of ihe CEAP research and study program. Along
with a characterization of the types of countries and policies treated
under the CEAP project, we highlight contributions from the CEAP studies.
From this we identify some specific lessons learned from the CEAP studies.

The third section provides abstracts, on a country by country basis, of
all identified CEAP study activities. These abstracts will be useful to
analysts who provide further technical assistance in the countries
mentioned. ‘



A. THE GENERAL LITERATURE

The food policy literature has expanded substantially in the last
fifteen years, with the determinants of this growth multiple and
essentially interrelated. The following factors seem important in
contributing to the significant growth in our concern about and
understanding of food policy.

1. The global magnitude of malnutrition has broadened with absolute
increases in the number of people affected. Persistent world hunger in the
face of several decades of attempts to foster economic development and
enhance nutrition in developing countries contributes a sense of urgency to
the search for policy solutions.

2. Analytical and empirical work has contributed to understanding the
determinants of malnutrition, particularly the role of economic policy
determinants. Important issues have emerged from considering the
distributional impacts of agricultural success stories such as the
introduction of Green Revolution technologies in India and elsewhere.
Increasingly, the importance of employment and income in contributing to
access to food is understood, along with the conflicting incentives
provided by prices in producing/consuming households.

3. Substantial commitments of resources by A.I.D. and other donor
agencies over time have permitted ongoing research into relationships
between agricultural development policies, food consumption, and
nutritional status. More recently, consideration of the effects of
macroeconomic and trade policies on the welfare of the poor has expanded as
many developing countries have adopted the macroeconomic reforms set forth
in structural adjustment packages.

4. There has been increased recognition and understanding of the
contribution of adequate nutritional and health status of citizens in
developing countries to economic and human development in those countries.
Avareness has grown of the links between child survival rates, reproduction
decisions, and population growth. Recognition of the essential role of
food consumption and nutrition in many aspects of development has
reinforced the importance of identifying and implementing adequate food
policies.

The following analysis suggests that A.I.D. food policy studies under
the CEAP project have contributed to heightened consciousness among
decision makers and to the body of knowledge about the links between
economic policies and food consumption and nutritional well-being. 1In
addition, institutionalization of analytical investigation into food policy
at NEG/0ICD, the International Food Policy Research Institute (IFPRI), at
the World Bank and at a few major universities, with government support,
has legitimized food policy research and afforded the critical mass and
continuity necessary for steady accumulation of results.

Policymakers have considered and in some cases incorporated analysis
into policy reforms. The development of human capital in the form of
expertise gained in food policy research and analysis has also enhanced the
capacity of consultants providing technical assistance.



1. Conceptual Frameworks for Food Policy Analysis

Vhat is food policy? Often misunderstood by U.S. policy analysts,
particularly agricultural economists, to mean policies specifically related
to food assistance programs, nutrition programs, or the assurance of food
safety, true food policy analysis really encompasses a much broader
perspective,

Critical to a food policy perspective is a systems outlook and an
understanding of the interrelationship of markets throughout the
agricultural sector and the national and international economies. Also
vital is an appreciation of the two-way interactions between individual,
household and firm behavior on the one hand and market outcomes and policy
interventions on the other.

The extension of socioeconomic analysis ingide the black box of the
household to understand intrahousehold or intrafirm resource allocation
practices has expanded the scope of food policy analysis at the micro or
household level. 1In the other direction, the gravity of indebtedness
problems in many developing countries and subsequent demands by the World
Bank and the International Monetary Fund for nations to adopt structural
adjustment measures have heightened concerns that the adjustment measures
be designed, sequenced, and timed to minimize adverse impacts on the poor.

Attention appears to be focussing once more on effective uses of
targeted consumer subsidies, direct nutrition or health interventions, and
emergency income generation measures to soften impacts of macroeconomic or
sectoral adjustment policies. The design and coordination of effective
interventions at the project level is an integral component of cverall food

policy.

A variety of food policy cenceptual frameworks appears in the
literature. Here, a few of the most important are highlighted to provide a
flavor of the type of understanding sought about a nation’s agricultural
and food economy (Figures 1-5). No single study can or should hope to do
analytical justice to all of the components presented in the diagrams
furnished here. For given policy questions, particular critical
relationships between economic and other important variables (for example,
nutritional status of children) are identified and explored. The
organizing concept of a food policy framework linking important elements of'
the world market, the macroeconomy, agricultural and non-agricultural
markets, and major types of consuming and producing households facilitates
identification of the most critical relationships and permits the
accumulation over time of the understanding of relationships.

Timmer, Falcon and Pearson describe food policy as:

the collective efforts of governments to influence the decision making
environment of food producers, food consumers, and food marketing
agents in order to further social objectives. These objectives nearly
always include improved nutrition for inadequately nourished citizens
and more rapid growth in domestic food production. Many countries
also seek more equal income-earning opportunities and security against



famines and other food shortages. Food policy analysis is the process
of research and thinking designed to discover the complementarities
and .tradeoffs among food policy objectives and to identify government
initiatives in the project, program and policy arenas that can best
aclhiieve these objectives (Timmer, Falcon, and Pearson 1983, p. 9).

Figure 1 pictures the linkages between agriculture, food, and
nutrition and represents the variety of diverse factors affecting
agricultural productivity, subsequent transformation, marketing and
consumption as food. Also illustrated is the contribution of food
availability to nutrition; note, however, that non-economic factors such as
health status, the home environment, and knowledge also contribute to
nutrition. Figure 2 presents the Timmer, Falcon, and Pearson view of the
connections between macroeconomic and food policy. Highlighted here are
key economic variables derived from macroeconomic policy: exchange rates,
interest rates, wage rates that influence food prices, the rural-urban
terms of trade and ultimately food prices, producers and consumers, and
broader food policies.

Gittinger et al. introduce an integrative concept of food policy
focusing on links between supply, distribution, and consumption (Gittinger
et al., 1987). Goals and components of a food policy:

should be concerned with both short-term and long-term needs. It
(food policy) should include programs to alleviate current
malnutrition, such as fortifying food, providing school lunches,
setting up ration shops, and distributing vitamin A capsules. At the
same time, it should include programs to increase supply and access in
the long term, such as pursuing research to increase crop yields,
building infrastructure for improved transportation, increasing
incentives to farmers, expanding employment and income-generating
opportunities, ‘and using futures markets appropriately (Gittinger et
al., 1987, pp. 1-2).

Evenson provided the Nutrition Economics Group with a framework
linking five classes of policies: factor supply, production technology,
product market, factor ownership, and consumer--with their effects through
factor and product markets on various policy outcomes (Evenson, 1983,
Figure 3). The matrix he includes at the bottom of Figure 3 highlights the
- distributional concerns food policy analysts have. Indicated is one
taxonomy of population groups of concern: landless agricultural workers,
small tenant farmers, medium and larger sized producers, urban workers and
the urban rich. Although recent work has highlighted several other
significant categories including the unemployed and rural artisans, this
taxonomy provides a useful starting point.

Pinstrup-Andersen depicts the relationship of food policies and
programs to nutritional status in Figure 4 (Mann and Huddleston, 1986) This
diagram highlights the fundamental importance of the ability of the
household to acquire food in 'he market at affordable prices (or through
household production), the cout of non-food goods, and, critically, the
level of household income. Other important factors that influence
nutritional status are cultural and individual knowledge, attitudes and
practices, intrahousehold resource allocation practices and opportunities,
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and a complex of individual and community health and sanitary conditions.
Finally, indicators of well-being include the growth and development of
individuals, their activity levels, and their level of health.

Dawson and Kennedy proposed a conceptual framework as part of their
1987 evaluation of the CEAP project (Dawson and Kennedy, 1987). In Figure
5, government level policies influence (in this case) child growth,
morbidity, and mortality through effects on agricultural output, the demand
for labor (contributing income), and intrahousehold dynamics. Particularly
important are policy effects on the value of women’'s time and control over
income. This conception highlights an emerging interest and understanding
of intrahousehold resource allocation practices and the dynamic effects of
changing the value of women’s time and their control over income.

The final conceptual framework presented here predates all those
presented above (Figure 6). It appeared in the 1981 Phase II CEAP project
paper of the Office of Nutrition. The figure presents clearly the
envisaged links between policies, their effects on home consumption,
market supply, and income (working through output, price, income and other
effects). Subsequently, these production, market exchange, and income
effects influence the demand and consumption of food. Food consumption
interacts with other factors including food utilisation, and the resulting
nutritional effects feed back into the system. Also, clearly indicated is
the need to disaggregate home consumption, market exchanges, changes in
income, consumption and nutritional status by socioeconomic group,
considering the poor particularly. Thus, underlying the sizeable body of
work of the Nutrition Economics Group and its contractors vas an early
conception of the food economy as a system. This vision reflected the
intellectual ferment of the time and appears to have been adopted broadly
and continues to contribute to food policy work.

One testament to the success of the CEAP project is the credibility
that food policy frameworks and analysis now have. These frameworks link
the consideration of sectoral and macroeconomic policies with their
economic and distributional effects on income, prices, food consumption,
and nutrition. Similarly, food policy frameworks recognize that household
level behaviors exert significant effects on national economies. While
obviously it is impossible to attribute exclusive credit for a generally
enhanced food policy consciousness and knowledge to the CEAP project,
nevertheless the project contributed in important ways to both heightened
avareness ani the understanding of important links between economic
policies and food consumption. The project has also contributed
importantly to understanding better a host of policy interventions,
including the use of food subsidies, that can help improve inadequate
consumption or nutritional status.
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Major Connections between Macroeconomic Policy

and Food Policy

FIGURE 2
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Relationship of Food Policies and Programs to
Nutritional Status

FIGURE 4
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FIGURE. 5

‘Some potantial linkages between agricultural policies and progrems and food consumption
and putritional status
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2. Producer Price Policies

Price policy for agricultural products has received sustained attention
over the past decade (Timmer, 1986; Mellor and Ahmed, 1988). The glare of
this attention has resulted in consensus on general principles, although
some differences of opinion remain. This section highlights major points
of consensus and the lessons that they suggest. It also illustrates where
the CEAP work fits into the general literature. (More detailed discussion
of the CEAP conclusions on price policy appear in the second major section
of this chapter). Finally, unresolved issues and areas for further
investigation are presented.

First, much of the literature has asserted that developing countries
institute a variety of p011c1es, many of them price policies, that
discourage productivity growth in the agricultural sector and effect1vely
turn the terms of trade against agriculture (Peterson, 1979; Lutz and
Scandizzo, 1980; Bale and Lutz, 1981). Discriminatory policies may be
instituted to generate government revenues, to encourage the flow of
resources out of agriculture into other sectors of the economy, or to
provide cheap food for urban consumers. Interestingly, once countries
achieve significant levels of development, they tend to reverse
discriminatory policies and protect agriculture (Anderson and Hayami,
1986). While all governments regardless of ideological orientation or
development strategy manipulate agricultural and food prices to one degree
or another (Pinstrup-Andersen, 1985), implying that free-market
determiration of prices is largely a myth (de Janvry, 1983), there is some
evidence that price policies frequently discriminate against agriculture in
developing countries.

The evidence regarding this phenomenon is by no means conclusive.
Byerlee and Sain (1986) analyzed price data from the early 1980s for
thirty-one developing countries and found no consistent pattern of
discrimination for wheat, a major food commodity. While there was a
videspread pattern of government provision of low-price wheat bread to
urban consumers, there were only a few cases where this policy was carried
out at the expense of the producer. Another study that examined maize
prices during the same period, but for a different group of developing
countries, concluded that most countries had protected producers at the
expense of consumers (Sain and Martinez, 1984). This and other recent work
suggests that discriminatory producer price policies in developing country
governments may not be as widespread as originally reported (Byerlee and
Sain, 1986).

Further consensus has emerged regarding the role of price policies in
affecting production outcomes. For developing economies largely dependent
on agricultural growth and increasingly interested in either food self-
sufficiency or focd secur1ty, excessively discriminatory producer prices
inhibit supply responsiveness.

Indeed, it has long been argued that, for developing economies largely
dependent on agricultural growth, producer price policies that either
implicitly or explicitly tax the farmer are a serious disincentive to
increased production (Schultz, 1978). During the 1970s, the World Bank
sponsored a series of case studies of agricultural policy incentives and
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found that governments were consistently taxing the agricultural sector
through price policy (World Bank, 1982, Byerlee and Sain, 1986). At the
time the CEAP project was getting underway, the World Bank noted "the
almost overriding importance of producer prices in affecting production
outcomes and production levels" (World Bank, 1981).

How are discriminatory price policies counterproductive? Price policy
affects incentives at the micro or individual producer and consumer level.
Price policies also affect sectoral growth and macroeconomic variables. At
the microeconomic level, both economic theory and common sense suggest that
producers respond to prices in making their production decisions. The
simple abstraction represented by an economic supply curve suggests that
the higher prices go, the more product producers offer in the market.
Conversely, low prices reduce incentives to produce and market farm
commodities.

Yet a number of economists have questioned the axiom that
agricultural prices are the primary determinant of supply response.
Cleaver (1985) has argued that the supply response to price changes has
been overestimated. Cleaver found that "farm-gate" prices played a
relatively small role in determining aggregate output. More important
factors were the efficiency of marketing arrangements and the effectiveness
of government-sponsored agricultural research, extension and credit
services. Further studies in Senegal, Zimbabwe, and Somalia have supported
this view (Martin 1988; Rohrbach 1988; Wehelie 1988).

The magnitude of agricultural supply response and marketed surplus to
price policies has been investigated fairly extensively in the literature.
The evolution of the empirical quantification of supply response has
suggested that:

a) In the short run, the nagnitude of supply response to price
changes may be quite limited--for example, Bond (1983) estimated
an average short run supply elasticity for nine African countries
on the order of .12. - In the longer run, the estimate increased
to .21 Similarly, Mellor and Ahmed (1988) estimate the range of
supply elasticity at from .10 to .20.

b) 1In some cases, particularly in the short-run, supply response
to relative price changes reflects a reallocation of productive
resources to alternative crops rather than a net increase in total

output (Shapiro and Berg, 1988).

¢) Generating a significant long run supply response cannot be left
to price policy alone but depends on relaxing a number of binding
constraints on the production and distribution system (Askari and
Cummings, 1976).

1A supply elasticity indicates the percentage change in quantity supplied
that can be expected with a given percentage change in price. Thus, a
supply elasticity of .12 indicates that with a 10 percent increase in
prices, supply would be expected to increase 1.2 percent.
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Both theoretical and empirical considerations of supply response in
various contexts have raised a number of issues critical to an
understanding of the role of price policies in determining supply response.
Much early discussion centered upon the rationality of the developing
country producer and whether he or she was properly motivated by profit
considerations (Schultz, 1964). Thezso—called backward bending supply
curve was debated in the literature. Later, analysts addressed the role
of uncertainty and the producer’s attitude toward risk. The producer’s
response to price depends on a variety of factors. Which prices are
relevant in affecting producer expectations? When are prices known or
announced (that is, prior to planting or after harvest)? Is the relevant
price highly variable over time? Are government price guarantees credible?
Does the official or market price cover the costs of production, and with
which production technology?

Several additional constraints to unfettered supply response exist.

Many of these necessarily qualify any exclusive reliance on price policies
and their capacity to lead the way to agricultural development. What are
the major constraints? One set relates to producers’ capacity to produce
marketable surplus. This capacity is conditioned, in turn, by weather, by
the natural resource base, by access to variable inputs, by technology, and
by entrepreneurial or managerial ability and knowledge. To be effective,
price policies must be accompanied by a variety of appropriate policies to
address these other limiting constraints. In many cases, structural
constraints in transport, storage and communications infrastructure, rather
than insufficient producer prices, account for supply response limitations.

Information and marketing constraints have also been cited in the
literature as explanations for poor supply response. Jayne and Minot
(1989), in summarizing recent research in Senegal and Burkina Faso, noted
that "few marketable surpluses are produced because markets are thin and
uncertain, but markets remain thin because few marketable surpluses are
produced" (Crawford 1988; Reardon, 1988). Finally, the availability of
production .inputs and consumer goods, determined in part by the condition
of the transport system, has a great impact on production outcomes. Mellor
and Ahmed (1988) have stated that "in practice, the availability of inputs
such as fertilizer is more important for farmers than the price." (p. 3).

For the purposes of food policy analysis under the CEAP project, it is
important to ask: How does price policy relate to food consumption and
nutrition? The various food policy frameworks discussed above suggest some
of the important links between food prices and nutrition. These include
the effects of prices on agricultural output, on producer or household
income and on food prices faced by consumers, among other things. As
patterns of food production and consumption of different economic agents
adjust to changing relative prices, the result is a differential alteration
in the nutritional intake of various groups of consumers.

2The concept of the backward bending supply curve refers to a producer
offering additional labor in productive activity. If the curve is
backward bending, it implies that after some point, the producer would
prefer leisure to increased income.
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A significant advance in our understanding of the effects of changing
food prices on consumers and producers has resulted from consideration of
the household in its dual role as producer and consumer. The
conceptualization is particularly useful in the context of rural
agriculturalists, the majority of people in the developing world.
Households utilise their available resources, including labor time, and
purchased goods in accord with available technology to produce a variety of
goods for home consumption and sometimes for market sale. In the model,
the household maximizes its utility. Depending on the conceptualization,
household utility may be understood as a functicn of food and non-food
consumption and leisure.

The household faces constraints in terms of having resources,
including labor time. By understanding that the rural agricultural
household is both a food producer and a food consumer, it is easy to see
that agricultural prices affect the household in these two distinct roles.
Thus, if agricultural prices increase, the household in its producing
capacity benefits because the value of its production increases. The
household as a consumer suffers, however, because the costs of food have
risen. Increasingly, analysts recognize that the net impact of changes in
agricultural prices on the velfare of the agricultural household depends in
part on its position as a net buyer or a net seller of food. Work under
the CEAP project by a team from 4ichigan State University contributed
significantly to our understanding of these phenomena and will be discussed
in Section B.

Bearing the conceptualization of the household as a producing firm in
mind, information about the productive and consumptive activities of the
household and the sources of household income becomes increasingly valuable
for our understanding of the impacts of economic policies, including
agricultural price policies. If a household is a net purchaser of food as
are urban and many rural households, price increases especially combined
with instability in agricultural prices will have negative income and price
effects on these households, at least in the short term. A study by Rogers
and Swindale (1988) under the CEAP project contributed to this literature
and is also discussed in Section B.

Ending this brief summary of micro-level price policy issues, attention
turns to the macroeconomy and the importance of many food and agricultural
price policies for economic growth strategies and the public budget.
Earlier, discriminatory price policies providing disincentives to
agricultural production were noted. These may be achieved in many ways:

a) Overvalued exchange rates that encourage imports of toreign
products including food, and discourage exports, including
domestically produced agricultural products. Overvalued exchange
rates exert adverse impacts on the balance of trade and cause
domestic prices to diverge from international prices. Economists
commonly believe that significant divergence of domestic and
international prices leads to inefficient use of resources and
lover growth than would otherwise be the case;

b) Parastatal marketing boards that operate as monopsony buyers for
the government are often used to purchase grains at prices either
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higher or lower than world market prices. Either policy leads to
inefficiencies in resource allocation and frequently insupportable
public expenditures;

¢) Border measures such as quotas, tariffs, or subsidies that are
commonly used can produce significant price and trade distortions
and result in high fiscal costs. If these are used to protect
domestic production, consumers may pay higher than world market
prices. On the other hand, border measures that are used to
provide consumers with subsidized food, can also result in
disincentives for domestic producers. It can be misleading to
compare domestic prices with border prices at a specific point in
time, rather than as a trend over time. For example, due to
changes in the external environment that affect the world price,
the same policy may be a "subsidy" in one year and a "tax" in the
following year, even though there are no commensurate effects on
producers or consumers.

Frequently, developing country governments attempt to simul taneously
support producer prices above market levels and keep consumer prices below
world market prices. This combination of policies can lead to significant
and unsustainable expenditures of government revenues.

A caveat should be added at this point. The literature does suggest
that the government can play a vital role in price stabilization as opposed
to price support. A distinction lies between attempting to support prices
above a long-run trend and dampening instability or fluctuations around a
trend. If marketed sur[ us is proportionately very low, the thinness of
markets can result in extreme price instability. Because much food in
rural areas is purchased, price instability can be extremely detrimental to
consumption.

Mellor and Ahmed (1988) suggest that strategically and competently
managed stocks can provide valuable stabilizing influence in a market
plagued by instability. Necessary conditions include sustainable prices,
appropriate timing, und adequate resources to dampen price variability.
Food imports and food assistance may be employed in this capacity.

Most of the CEAP studies examined some aspect of price policy.
Influences of prices on household decision making were studied in Sierra
Leone, Nigeria, Cameroon, and Senegal. Price policy effects at the economy
level, disaggregated by income level, were more common as evidenced by the
studies in Honduras, Indonesia, Zambia, and Jamaica.
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3. Cousumer Price Policies and Food Subsidies

Food cubsidies are the most common example of consumer policies
designed to insure that poor consumers are able to meet basic nutritional
requirements. In fact, virtually all governments manipulate food prices.
Since low-income consumers spend anywhere from 60-80 percent of their
income on food, cheap food is often viewed as a nutritional, as well as a
political, necessity (Pinstrup-Andersen, 1985).

Governments that subsidize food have a wide range of policy options.
First of all, a distinction is usually made between implicit and explicit
subsidies (Pinstrup-Andersen, 1988). Implicit subsidies are financed by
the agricultural sector through the maintenance of artificially low
producer prices. Explicit subsidies are government financed subsidies.
These purport to avoid the disincentives of producer price policies. 1In
the real world, the distinction between implicit and explicit subsidies is
not alvays clear and can be difficult to quantify (Valdes, 1988).
Observers have noted the tendency for an explicit subsidy scheme to
gradually incorporate implicit subsidies at the expense of the agricultural
sector (Von Braun, 1988; Valdes, 1988).

Subsidy programs can also be distinguished by distribution mechanism
and scope. General subsidy schemes provide price supports for the total
quantity traded of one or more food commodities, most commonly wheat and
rice (Pinstrup-Andersen, 1988). Other schemes may be targeted to reach
particular geographic areas, vulnerable households or address seasonal
shortages. Rationing, or the provision of a certain quantity of one or
more focd commodities at fixed prices, is often a component of these
subsidy s:hemes, whether general or targeted. General subsidy programs are
much easier to administer than targeted programs, yet there is a tradeoff.
General subsidies can be costly and exhibit a greater level of "leakage."
That is, general subsidies provide cheap food to households irrespective of
income levels.

For the most pa:it, food subsidies (general or targeted) are price
subsidies; food is made available for purchase at below-market levels.
However, a number of countries (Sri Lanka, Colombia and the United States
among others) operate food stamp schemes. Qualified households can apply
for food stamps which are used to obtain certain commodities. Through food
stamps, subsidized food distribution is bcth targeted and rationed.
Clearly, generalizations regarding food subsidy schemes are unwise due to
the tremendous variation from country to country.

While some countries have a long history of consumer-oriented
interventions in food pricing, many food subsidy schemes evolved out of
wartime rationing programs or colonial rule. However, only in the past
decade have food subsidy systems been widely studied, producing a growing
body of literature on the objectives, operation and impact of food subsidy
schemes. Initial studies in Pakistan, Sri Lanka, Bangladesh, and India
supported the assumption that food subsidies resulted in increased
household consumption for low-income groups (Rogers, 1978; Gavan and
Chandrasekera, 1979; Ahmed, 1979; Kumar, 1979). For some schemes, such as
the wheat flour program in Pakistan, the poor derived most of the benefits
(Khan, 1982). However, in other cases, such as the rice subsidy in Kerala
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(India), richer consumers gained more in relative terms than poorer
consumers, although both groups showed an absolute gain (Kumar, 1979).

Subsidy programs entail significant costs. A comprehensive study in
Egypt, sponsored by the CEAP project, estimated the fiscal costs of
maintaining a general subsidy on wheat and subsidies on limited quantities
of other commodities to be almost $2 billion (U.S.) in 1981 (Alderman, von
Braun and Sakr, 1982). Until 1977, Sri Lanka operated a similar system of
general subsidies for rice. However, by 1979 Sri Lanka moved to a targeted
and rationed program, restricting coverage under the subsidy to the
poorest 50 percent of the population. Changes were made due to both fiscal
pressures and because only a fraction of the calories from subsidized rice
vere actually going to those with calorie intakes at below recommended
levels (Gavan and Chandrasekera, 1979).

Later studies have confirmed the administrative feasibility
of targeted subsidy programs, when certain conditions are met. A pilot
rice subsidy program in the Philippines targeted geographical areas or
villages with a high concentration of poor households (Garcia and Pinstrup-
Andersen, 1987). Leakage, or food distribution to those not in need, wvas
estimated at only about 18 percent. In general, targeting is much more
difficult and the administrative costs higher when poorer households are a
smaller proportion of the total population.

An important element of a subsidy program is the choice of the
commodity to carry the subsidy. Often the primary cereal staple, usually
vheat or rice, is chosen. As mentioned earlier, if the middle and upper
income groups also consume significant quantities of wheat or rice, the
costs of a general subsidy program may be prohibitive.

However, there may be difficulties with targeted schemes as well. A
study of the wheat bread subsidy in Brazil found that it actually resulted
in decreased calorie consumption in the lowest income groups as individuals
substituted wheat bread for rice and other foods (Williamson-Gray, 1982).
The same study hypothesized that shifting the subsidy to cassava would
result in an increase in incomes for the poor and a decrease in incomes for
the rich. Studies have documented that in Latin America, unlike much of
Asia, there is not one primary staple. It is important to document the
various consumption patterns (Pinstrup-Andersen, 1985). For example, in
five out of ten Latin American cities, the poorest quarter of the
population spent more on meat than on cereal (Musgrove, 1978). Recent
studies have focused on so-called "self-targeting" schemes that subsidize
"inferior" foods. That is, if less preferred (but still nutritionally
adequate) foods such as sorghum and millet are subsidized, richer
households will exclude themselves from the program by voluntarily choosing
other, more preferred foods such as wheat and maize. A study in Bangladesh
found that shifting the distribution of scrghum to ration shops would lead
to relative gains for low income groups since sorghum is almost exclusively
consumed by the poor (Karim, Majid, and Levinson, 1980).

This discussion highlights the importance of using consumption
information (formalized by price and income elasticities) in the design of
food subsidy schemes. The empirical evidence from a number of case studies
has shown both income and price elasticities for staple foods to be large
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in absolute value among the poor (Alderman, 1985; Pinstrup-Andersen, 1985).
However, there are other potential issues to consider. For example, the
increase .in consumption of subsidized food may not improve calorie
consumption because of changes in diet composition (Pinstrup-Andersen
1985). In fact, recent analyses imply that the degree of substitution
between foods (and nonfoods) in response to changes in relative prices is
relatively high (Alderman, 1985). If this is true, the carrier of the food
subsidy should be carefully chosen.

Much research has also concerned distributional impact of food subsidy
schemes. The claim has often been made that, in practice, food subsidies
have an urban bias. A study in Bangladesh determined that two-thirds of
all public food-grains went to urban consumers, although only 9 percent of
the population lived in urban areas (Ahmed, 1979). In addition, Rogers
(1981) found that the Pakistani ration shop rystem mainly benefited the
urban population; the average per capita increase in calories from the
program was 116 in urban areas as opposed to 14 in rural areas. Despite a
network of ration shops in the rural areas, travel times were still longer,
raising the opportunity cost of ration shop purchases. An urban bias was
also found in food subsidy programs in China and Mexico (Lardy, 1983;
Lustig, 1988). It is clear that implicit subsidies, maintained by
artificially low producer prices, are an example of a policy bias against
the agricultural sector. It is not as clear vhat the impact would be on
rural areas if policy reforms resulted in higher producer prices and lower
consumer subsidies. As discussed in the preceding section, many rural
households are net food buyers and, at least in the short run, might
encounter the same hardship from higher food prices as their urban
counterparts.

Another distributional issue of current interest concerns the
allocation of food within the household. Recent work in the Philippines
has shown that food subsidies may not benefit all household members equally
because of inequities in intrahousehold distribution. Calorie consumption
gains of adult males and females resulting from the subsidy were
"considerably more" than the gains of the children (Garcia and Pinstrup-
Andersen, 1987). The authors cited widespread adult malnutrition as a
possible reason. It has been surmised that the marginal propensity to
consume food is greater for women’s income than for men’s income (von Braun
and Kennedy, 1986). Income varies by source and whether a particular
portion is deemed to be "women’s income" or "men’s income" has important
implications for household nutrition.

4. Input, Technology and Marketing Policies

Despite their important differences, input, technology, and marketing
policies are considered together here because of their similarities as
essential complements to agricultural price policies. As the previous
review of the price policy literature suggests, in order for producers to
be able to increase production and the marketing of surplus, they must have
access to inputs, improved technologies, and markets.

Mellor and Ahmed (1988) suggest that public investment in agricultural
input provision may be conceptualized in two stages. Initially, to
encourage preliminary adoption of improved inputs, it may be desirable for
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the public sector to subsidize fertilizer or seeds. However, government
subsidies of the variable costs of inputs may quickly become unsustainable
if adoption broadens. A better government policy, he suggests, may be to
make initial investments in the fixed costs of input distribution such as
personnel or warehouses or seed replication facilities. The unit costs of
these investments will decline rather than increase as volume expands.

Similarly, there is an emerging consensus that subsidized credit
provision is not a cost-effective means of increasing agricultural output;
in a number of cases, subsidized credit is thought to have exacerbated
skewved rural income distribution and caused a deterioration in rural
savings rates (Braverman and Guasch, 1986). It has been suggested that
governments promote credit availability, particularly by removing
institutional constraints, rather than finance credit subsidies (Braverman
and Guasch, 1986). There are, however, successful examples of credit
provision schemes. Of particular notice is the Grameen Bank in Bangledesh
vhich provides small amounts of working capital to individuals,
particularly women, generating self-employment in livestock and poultry
raising, small manufacturing and shopkeeping.

Eicher (1982), Matlon (1987), and others stress that the long-run
commitment to research in developing countries and at international
research institutes will continue to be essential to generate appropriate
technologies to increase productivity. Matlon concludes that for much of
sub-Saharan Africa, no miracle Green Revolution technology is in store.
Micro-climates, soil conditions, and other characteristics of the
agroecology are too heterogeneous and fragile to respond to uniform input
packages. Thus, progress will continue to be hard wen and depend on a
combination of on-station and farming systems research and effective
methods of extension and teaching to farm managers. In addition, national
commitments to find the means to support research and teaching will be
vital to success over time.

With regard to both input availability and imprcved technologies,
important questions have been raised about the distributional consequences
of government policy. Important distributional issues concern the access
of low income farmers, many of whom are women, to productivity enhancing
technology and credit. Much on-going work suggests that designing policies
successfully targeted tcward low income producers, including women, is
difficult but possible, as demonstrated by the experience of the Grameen
Bank in Bangledesh.

As stated earlier, the literature is beginning to suggest that there
may be different implications for the household of different sources of
income within the family. Household nutrition may ultimately reflect
differences in sources of income and responsibility for allocation of
household resources. For example, new technologies or inputs may have
either positive or perverse effects on child or household nutrition
depending upon the new technology or as the input alters allocations of
time among family members. Much work in this area remains to be done.

Finally, policies to improve the availability and operation of markets
provide additional significant avenues for cost-effective government
investment. The former reliance on government marketing boards with
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monopsony power has given way to a new enthusiasm for expanding the role of
private traders in agricultural product marketing. Recent research of
marketing reform in Africa, however, has suggested that private traders may
not immediately step in to fill the void should the state withdraw from
food marketing (Jayne and Minot, 1989; Weber et al., 1988; Goetz et al.,
1988). In southeastern Senegal, many private traders "lack the resources,
product knowledge and management skills to market inputs effectively”
(Jayne and Minot, p. 15).

Commonly, marketing costs are very high. High marketing costs reflect
a variety of factors including poor transportation, storage, processing,
information, and banking infrastructure. Private traders in Mali have not
been able to take advantage uf the grezier opportunities offered by
marketing reform due to their inability to acquire trucks and warehouses,
inadequate working capital, and by the lack of market information (Dione
and Staatz, 1987; Jayne and Minot, 1989). Frequently, the public sector is
needed in developing, as in developed economies, to invest in the provision
of many goods and services with "public goods characteristics." In all
economies, for example, private provision of roads, bridges, transport, and
communication infrastructure tends to be problematic. Sometimes the
required scale of investment is too great (for example, a rail system).
Sometimes a private investor cannot capture the benefits of investment
because it is not possible to exclude those who do not pay. In some cases,
many citizens and economic sectors can benefit from a public investment and
initial financing out of government revenue is the most expedient funding
mechanism. The CEAP project addressed issues of marketing constraints in
studies in Cameroon and Panama. These are described in Section B.

5. Macroeconomic and Trade Policies

In the unstable macroeconomic environment of the 1980s, increasing
attention has focused on the impact of macroeconomic and trade policies on
food consumption levels and the nutritional status of developing country
populations. With the entrance of "structural adjustment" into the
development lexicon and the strong econcmic growth of the export-oriented
nations, the linkage between macroeconomic policies and nutritional status
has become apparent although not fully understood.

The level and nature of government expenditures, exchange rate levels,
the degree of trade protection, the inflation rate, and the balance of
payments situation are among the significant macro variables manipulated by
policymakers. As Stewart (1987) has noted, there are three major ways in
which macroeconomic and trade policies affect food consumption and
nutritional status:

1) Incomes; the aggregate growth rate affects wage and employment
trends in both formal and informal sectors and thus has an impact on
real income. In the agricultural sector, changes in the terms of trade
and the degree of trade protection and export promotion affect rural
incomes.
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2) Prices; the inflation rate, the exchange rate, and the degree of
outward orientation influence the availability and price of food items.
Changes in relative prices can also alter diet composition and affect
nutritional status. Changes in prices of non-food items can alter food

consumption patterns.

3) Social services; changes in government expenditure levels affect
provision of many services such as health care, food subsidies and
housing. In many countries, reducing government spending also entails
cuts in public sector employment.

The underlying philosophy of donor-induced macroeconomic adjustment is
that the country’s macroeconomic indicators show an unsustainable trend.
Fiscal austerity and monetary conservatism are viewed as corrective
mechanisms and a short-run deterioration in living standards are often seen
as the price of long-term stability and economic vitality. This viewpoint
has received support from an analysis by Jaeger and Humphreys (1988). They
examined sub-Saharan African (SSA) countries with strong macroeconomic
reform programs, comparing them with SSA countries with weak or no reform
programs, .nd found that the growth of GDP, exports, and domestic
investment was greater for "strong reformers"-- that is, countries that had
lessened trade and exchange rate biases, reduced public sector
expenditures, or pursued general liberalization strategies. However, a
study by the Ecoliomic Commission for Africa, using the same data as Jaeger
and Humphreys, came to just the opposite conclusion: weak and non-reformers
had higher growth rates than strong reformers.

Some critics have argued that the current emphasis on macroeconomic
adjustment has placed too much emphasis on broad macro indicators and too
little on food consumption levels. A UNICEF study (Cornia et al., 1987)
found that macroeconomic adjustment often led to a deterioration in the
nutritional status of vulnerable groups. In acknowledging the important
linkage between food consumption/nutrition and macroeconomic variables, the
study recommended changes in the design, sequencing and pacing of
macroeconomic policies.

It is important to note that macroeconomic reforms, which traditionally
include goals of reducing government expenditures and reevaluating the
public sector role in the economy, may adversely affect public sector
investment, including human capital investment through redirections in
education spending.

Thus there is little consensus c¢n aporopriate policy acticns. Although
grovth-oriented adjustment may worsen the nutritional situation of
vulnerable groups, an adverse macroeconomic environment created by poor or
unsustainable policies may lead, in time, to an equally harsh deterioration
in consumption and nutrition.

Two large research efforts were initiated in 1988 by Cornell University
(vith A.I.D. sponsorship) and the World Bank to examine the distributional
impact of macroeconomic policies. These efforts will attempt to determine
the impact of alternative policy actions on a range of living standard
indicators and will hopefully expand our understanding of the effects of
macroeconomic policies on food consumption levels and nutritional status.
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B. LESSONS LEARNED: THE CEAP AND SUBSIDIZED CONSUMPTION STUDIES

Most of the work done during the CEAP project concerned the impact of
agricultural and food price policies on consumption and nutrition. The
following analysis distinguishes between producer and consumer price
policies, while recognizing that in some respects this division is
artificial. Indeed, the "fundamental dilemma" of food price policy has
been expressed as the tradeoff between low food prices for consumers and
high prices as an incentive for producers. The review that follows
demonstrates the immutable linkage between supply-side and demand-side
‘nterventions.

1. Lessons Learned: Producer Price Policies

LESSON 1: WHILE THE LINKAGE BETWEEN AGRICULTURAL PRICE POLICIES AND
SUPPLY RESPONSE HAS BEEN ACKNOWLEDGED, PRICE POLICIES MUST ALSO PROMOTE
THE EFFICIENT ALLOCATION OF RESOURCES AND, ULTIMATELY, FOOD SECURITY

In considering agricultural development and the effect of agricultural
price policies, many development economists have concluded that the best
mechanism for improving the welfare (including consumption levels and
nutritional status) of developing country farmers is to raise the prices
paid for agricultural goods. As discussed in the literature review,
developing country agricultural sectors are widely perceived as
"discriminated" against vis-a-vis urban sectors. This discrimination may
occur for purposes of maintaining low food prices in urban areas,
generating public revenues, or as a result of overvalued exchange rates
created by an industrialization policy.

Yet the CEAP studies did not tend to focus on the explicit linkage
betveen price polices and production outcomes. In many of the case
studies, "discriminatory" policies were not observed. In other instances,
discriminatory polices were implicitly acknowledged, although the fecus of
the analysis was elsewhere. For example, in Tanzania, a CEADP siudy found
that insufficient incentives had depressed production of both food and cash
crops. Monopoly purchasing by parastatals and overvalued exchange rates
were thc primary mechanisms for taxing the agricultural sector. These
discriminatory policies caused the rise of an illegal parallel market for
grain. The two CEAP studies in Tanzania were devoted to examining how the
existence of a dual marketing structure, resulting from discriminatory
price polices, had affected the food consumption patterns of various groups
(Keeler et al., 1982; Renkow et al., 1983).

In Jamaica, a major conclusion of the CEAP study was that price
policies pursued by the government had not resulted in an efficient
allocation of resources. The Jamaican government had embarked on a
strategy of promoting both sugar and rice production. Increased sugar
production was supposed to lead to an increase in foreign exchange earnings
as sugar exports grew; increased rice production was expected to reduce
groving foreign exchange expenditures on imported rice. The CEAP study
found that production gains, where they had occurred, had been achieved at
great cost in terms of the efficient allocation of scarce domestic
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resources (van Blarcom, 1983a).

Local production costs for rice were found to be "well above the
foreign price for imports," although they were "about equal the current
retail price" (p. 24). It was not known whether production costs could be
reduced with greater experience in rice cultivation and milling. An
examination of the domestic sugar industry found that sugar production was
heavily subsidized. The export cost of domestically produced raw sugar was
33 cents per pound in 1982. 1In comparison, the ten-year average for raw
sugar on the international market was 15 cents. Although analysis of the
1983-84 Household Expenditure Survey was not complete at the time of the
van Blarcom study, it was concluded that the price polices pursued by the
government had been at "substantial costs to low-income groups" (van
Blarcom, 1983a, p. 65).

LESSON 2: GETTING AGRICULTURAL PRICES RIGHT IS NOT A PANACEA;
COMPLEMENTARY POLICIES ARE NECESSARY

Getting prices right is not a panacea. Price policies work best in
conjunction with complementary policies that address other constraints to
growth in agricultural productivity and demand.

In Panama, a CEAP study found that the government supported
agricultural prices through purchases by state agencies and through
subsidization of inputs. On net, analysts concluded that the agricultural
sector received significant protection. The CEAP study found, however,
that high support prices had induced greater output only when accompanied
by technical change. Technological improvements, particularly improved
seed varieties, enabled farmers to overcome constraints represented by
limited land or labor and to respond to higher prices (Franklin et al.,
1984).

A CEAP study in the Northwest Province of Cameroon noted that the poor
state of the transport system was partially responsible for limited trade
opportunities with Nigeria despite growing Nigerian food demand. There
vere no roads linking the Northwest Province directly with Nigeria, only "a
couple of mountain roads passable by all-terrain vehicles in good weather."
Poor infrastructure restricted marketing opportunities and prevented price
signals from operating (Ariza-Nino et al. 1982b).

In Senegal, researchers found that higher official millet prices were
not likely to lead to either "vast increases in millet nroduction" (p. 171)
or increased income from millet sales. The strategy of iarmers was to
allocate a constant proportion of land to both millet and groundnuts, the
primary export crop. This compromise enabled farmers to pursue a middle
road between the risk avoidance strategy of millet self-sufficiency and the
profit maximization strategy of groundnut production. Researchers stated
that the "aggregate production of foodgrains tends to be relatively
inelastic with respect to price" (p. 171). Furthermore, the capacity of
the government to store additional purchased millet was jndged to be too
limited for any expansion in millet purchases (Josserand and Ross, 1983).

The authors also surmised that an increase in the price of groundnuts
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relative to millet would not lead to an increase in the amount of land
devoted to groundnuts. However, such a shift would probably induce farmers
to devote additional inputs, such as chemical fertilizer and labor, to
groundnut production. The crucial ingredient was judged to be timely
access to agricultural inputs, particularly chemical fertilizers.
(Josserand and Ross, 1983).

LESSON 3: PRICE POLICY EFFECTS ON RURAL PRODUCERS MUST BE UNLERSTOOD
AS THEY INFLUENCE HOUSEHOLD PRODUCTION, CONSUMPTION, AND INCOME

A significant contribution of the CEAP project was to attempt to examine
the role of rural agricultural producing households as producers but also
as consumers. Studies of rural households in Sierra Leone, Nigeria,
Cameroon, and Senegal pursued this line of inquiry and are discussed here.

The Sierra Leone studies, conducted by several analysts at Michigan
State University (MSU) under overall direction of Victor Smith contributed
some of the most useful insights produced under the CEAP related to
household decision making in response to economic incentives in rural
areas. Researchers were able to use an extensive and path-breaking data
set that had been collected in 1974-1975 by Byerlee, Spencer, and other
researchers under the Rural Employment Research Project at Njala University
College, Sierra Leone.

Study objectives included studying the effects of economic development
policies including pricing on the rural economy and rural households and
their consumption and nutritional status. The study also attempted to
understand better the effects of increased commercialization, characterized
by increased production for the market, on the welfare of rural households
disaggregated by income stratum. One of the major conclusions was that
rural subsistence and semi-subsistence households do respond to market
incentives (Smith, Strauss, Trechter, and Schmidt, 1982).

The analysis for A.I.D. by Victor Smith and the MSU team took place at
a time when concern had mounted that economic development policies could
influence or exacerbate problems of malnutrition. The authors concluded:

"There is a widespread agreement that economic change has major
effects upon nutritional levels in the populations affected, but
little is known in detail about the responses of individual
households to the changes that occur during development or about the
effects on household nutrition of the adjustments in agricultural
production that occur as the result of government policies with
respect to price, market opportunities or technical change.
Quantitative measures of the effects of such policies are desperately
needed" (Smith, Strauss, Trechter and Schmidt, 1982, p. 1).

After examination of the Sierra Leone data, they concluded:

In summary, the hypothesis that production for the market has an
adverse effect on the diet finds some support in the data, but more
often is not confirmed. Still there are enough instances in which
the consumption of a specific food falls as one or the other measure
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of production for the market ri es to remind us that the economist
cannot safely ignore the possibility that greater dependence on the
market may have adverse effects" (V. Smith, Strauss, Trechter and
Schmidt, 1982, p. 17).

The CEAP study in Cameroon analyzed the potential effect of higher food
crop prices for corn, beans, and potatoes on household food consumption in
eight highland villages in the Northwest Province. Policymakers identified
potential growth in demand resulting from rapid urbanizction of coastal
food deficit areas around Douala. In response to rapid growth in these
coastal areas where oil had been discovered, the government wished to
improve transportation linkages to facilitate food marketing. The Cameroon
study attempted to assess the impact of increased market demand on the
consumption of rural producers (Ariza-Nino et al., 1982b).

Analysts identified two principal economic effects of concern, a
negative price effect on the consumption of the now higher priced good and
a positive income effect resulting from anticipated enhanced marketing
opportunities and prices. A5 the market price of food increased, its
opportunity cost in home consumption also increased. At the margin,
analysts expected the producing/consuming household to reallocate resources
away from consumption of the higher priced good toward production for the
market. An increase in marketed surplus sold at higher prices increases
farmer profits. The net effect on consumption and nutritional status would
depend on a number of factors including cross-commodity effects in both
production and consumption as well as income and own-price consumption and
production parameters (as well as labor/leisure tradeoffs). Unfortunately,
cross commodity issues were not treated in the analysis and, in fact, foods
were aggregated together, probably inappropriately.

The authors aggregated food crops and conducted a statistical analysis
that suggested to them that the net short-run effect of increased food
prices on ccnsumption and nutrition was negative. A 10 percent increase in
price was estimated to reduce food consumption directly by 11.6 percent. A
10 percent price increase was estimated to raise incomes by 3 percent, but
with only 0.5 percent of this additional income spent for food consumption.
Authors concluded that food consumption would decline by 11.1 percent,
should prices rise 10 percent. The 11.1 percent drop in food consumption
vas found to correspond to a 7.6 reduction in calorie consumption (Ariza-
Nino et al., 1982b).

The authors concluded that the short-run effect would be negative up to
the time households rearrange consumption and production patiterns. They
cautioned that in the absence of increased productivity, households might
not be able to meet both market and food needs and recommended to the
government that it devote resources to productivity enhancement of food
crops. The study noted that agricultural development efforts had focused
on cash crops, particularly coffee, and suggested that the government
should reorient its policy toward food crop production (Ariza-Nino et
al.,1982b).
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LESSON 4: OFP-FARM INCOME CAN BE SIGNIFICANT COMPONENT OF TOTAL
HOUSEHOLD INCOME IN RURAL AREAS. SINCE INCOME IS AN IMPORTANT
DETERMINANT OF FOOD CONSUMPTION, ENHANCING FOOD CONSUMPTION ENTAILS
IDENTIFYING OPTIONS FOR IMPROVING HOUSEHOLD INCOME FROM ALTERNATIVE
SOURCES.

A variety of CEAP evidence has reinforced the principle that any rigid
division of the food and agricultural sector into blocs of rural producers
and urban consumers is misleading. Many rural households purchase food,
and much rural household income comes from off-farm sources. ‘’he
Senegalese study, for example, identified rural consumers as significant
purchasers of imported rice. On the income side, the Dominican Republic
study concluded that non-farm income comprised approximately 40 percent of
total income for those calling themselves farmers. Off-farm income sources
included wages, income from businesses and transfers from relatives or
friends living outside the household (Rogers and Swindale, 1988).

Implications of a richer understanding of the rural household/
enterprise as one with diversified sources of consumption and income are
that: (1) higher food prices for staples may not be uniformly beneficial
for rural families and, in fact, may create net hardship for low income,
food deficit families, (2) raising producer prices is not the only way to
improve rural welfare, and (3) raising producer prices may engender only
limited supply response. To improve rural incomes, employment generation
and identifying alternative sources of income may be necessary along with
price policies.

LESSON 5: PRODUCER POLICIES HAVE DIFFERENTIAL IMPACTS.
UNDERSTANDING THESE EFFECTS REQUIRES DISAGGREGATED ANALYSIS.

Understanding the effects of agricultural policies on consumption,
nutrition, or income requires disaggregated analysis, necessitating, in
turn, disaggregated micro-level data. The CEAP project greatly expanded
this type of disaggregated analysis which was the focal point of the
project. The differential distributional consequences of agricultural and
othe