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A PRLPAR\fORY ~XCRCrSE ON CLA~rICllY or DeMAND

EJst Javd Work~hop on Nutr~tion and AgriculLUrJl Policy

/

Philbps Foster

In this cyercise you are introduced to the demand funct~on. the
consumpt~on function and the b~SLC idea of eldstLcity
of demand

,
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lht:! ~uvono household l~1reb r~mbulan, but hk~ ~0 many hOlliochold::., ttley
purchd~e more Ln month::. when buopl~es are abunJ~nt dod prlL~ 1S cnrrebpondlnFly
lLHv rh,Ln during the pen.oJ when ::'llppll~::' 're ..,ho rt <md prIce 1::' hIgh ~1rs

~Llyono [,.{wt traLl.. of her purch..l::.es ever" (',0 munch::. labt year and also the
dVt..rdg~ pC1ce each t~vo months Here 15 h<=:r re\.ol11J

Time PerlOd Price of Rambutan !l1l3ntHy Purchased

Jan-Feb 2 30
Mar-Apr 8 10
toLly-Jun 16 0
Jl,1l-Aug 14 0
'5ep-Oct 6 15
Nov-Dec 1 50

On the graph belo\! map her purcha::.es, plottu16 the quantIty purchased
against tha price at the t~me thdt quant~ty wa::. pruchdbed

;'
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Quantity Purchased (Demanded)

Now connect Lhe dot you plotted w~th a smooth -curve
call the curve you have JU'5t Jrawn a demand curve It shows how
of rambutan var~es as the prJ.ce of rdmbutan changes

Econom~sts

youL consumptJ.on

Mr::. Suyono lives 1n a socJ.ety wlth no J.nflatJ.on Over the year::.
her busb..lnd' '" ~nc.-otne went up But the Monthly prJ.ce of rdrnbutan st.:lyed the
.:><lme She keot crack of th...: t: 1mily' s -t!-~ con~umpt1ap at rambutan for
3everal years Here ~& hel ~cord.
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Year Annudl [nc...ome RambuLan Pm chased
ill Hnrch ,:md Apn1

1980 10,000 10
1981 10,500 14
1982 11,000 16
1983 11,500 17

/

Plot the above data on the graph below
.....

Income

11,500

11,000

10,500

10,000

~ I I
Uv-a---'lol..--_..-I12--..-I14--1..-16--1...l.S--

Quant~ty Purchased (Demanded)

Connect your dots with a smooth curve Economrsts call the curve you
hdve Ju~t drawn a consumpt~on funciton It shows how your consumption at ranmutan
var~es as your income Vdr~es ~

We have seen that there are at least two ~mportant reasons why your
Lon~umpt~on of a pdrt~culd.r good (.~uch a~ rambutan) changes over nme 1) ('hilnl:.e~

.1.11 the prlce of the ltem you are purcha-Lng and 2) Change~ in your Hlt..orne

.3
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rhL.r~ .:1r~ otlter rUd::>um.. why yom Lon::.umpl10 11 u[ d rartlculdr good
lIlL\;hL ChdIlbt: YoUl t<l~tes l1lu;ht ch..mge (yoU dl'Jl.llI/L.C you \.lr~ dll~rgJ.c to
r.lIl !>uL..ln) PrleL.::' ot other good~ In16ht chcln<~e (yuu f Lnd thut pod.et C.:llc..uldton.
He dH.W,p now and you buy one und l.ut back ::.lJ.ghLly un your I..on::.umption of
othL.r lCCIll::', includlnl:, r.:uubutul1)

Although there cue many reason::. wh; YOllr Lon::.umptlon of an item ffilght
Lhdnge, ccrLdlnly a couple 01 the UIOSt lmportant c,)n::.umptlon stufters are
Ihdnge~ tn your lncome and tn the prlce at the tonbuwptlon ltem *

If you dre d policy m~k~r lnterested 1n nutr1tlon. knowled~e about
hm" people l..hange thelr consumpt Lon ot fO~Jd item::. a::. the prlc.e of food change::.
dnd a::. the1r l.ncome Lhanges could be verv usetul t~l you

By mak~ng observat1ons ln th~ market and by carryl.n~ out surveys, we
can qUdntlfy hO\.,1 people change thelr consumption \Vhen pr1C:e chcmge~ or when
th~lr lncome changes Econolll~::,tb use. the \vord 1Il::1a::.tlc~ty" to de.3cr.lbe the
relationsh.lps we are talk.lng about

rhe rate at wh.Lch you chdnge your con::.umpttoll of rnmbutan when tRe pr.tce
ot rnmbutdn changes 1S cdlled your lIelast.lClty of demand tor rambutan wlth
rc , pee t to pn.ce II I t is a150 called lip rice eLi::' t .tCl tv 0 f demand," 0 r S.lmp ly
" o\.Jn prl.ce eldst.lClty 11 It 15 the slope (f)r steepnes::.) of tilL. demand function.
you Just drew at dny po.lnt on the curve

fhe rate at Wh1Ch you ch.:lnge your consumpt10n ot rambutun when your
UILome changes .1.5 called your lIe l ast ic.1.ty of demdnd lor rdmbutdl\ with respect
1:0 income II It 1.S also called 111ncome el.:l.sticl.ty of demand It It 1S the slope
(or ::.teepness) of the consumptl.on function you Just dre.,,; at any po1.nt on the
curve *k

In the nevt e~erC1se you will learn how to calculate these two lmportnnt
ela::.t1C1.t1t:!S and you wl.ll t.lnd out sometlung about how ttsetul these elastic1t1~::'

can be to you as a nutr:l.tl.on and agrl.culLural pldnner

*10 ~lmpl1ty our analysls we wl.ll oml.t l.nilation If pr~ces of all good::. and
service!:> are r1.Sl.ug It about the same rdte, and .If your .lucame 1.5 g01.n o up at
ubout the !:>ume rate, persumablv your CanSUI'lpt.lOn pattern won't cha.no _ much..-
*i"

If yDu l1ke dl~ebla. you'll note thdt chp slope of the denund curve is nebdtlv~

\,.,lule the slope of the consumptl.on fU11\..'-10'1 1.5 POb.Ll1Ve HilS 1S usudlly th~

Cd&e
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rOOD AND NUIRlllON PLANNING \oiORKSIlOP
Surabaya, February 8-20, 1982 f-,!Icl(,

Indonesia

Da) 1
feb 8 - Monda)

D I" 2
Feb 9 - Tuesday

(AN)

(PH)

(MI)

Act i v 1 t y-_

Registration
Introductions
Purpose and Expectations of Workshop

Global, Regional an~ Local
Dimenstions of Malnutrition Problem

Indonesian Dimensions of ~Ialnutrition

Supply/Demand Trends Related to Nutritional Status

general
Concepts in PUblic Policy

Planning agricultural
projects with specific criteria for nutritional
consequences

Resource Persons

UPNNR
UNICEf
USAlD

Foster

Sinaga

foster
Sinaga

Naterials

- World Food GraIn Prodn & Trend
- Calorie Availability by year per

capita
- for Selected Asean Countries
- Current <<1 tuat ion in Indonesia b)

Inc'ome group
Income ~urvev SUSLNAS

- Recent Trends in Indone'lia 
Material from Dixon/Slna~a 
analy'li'l com'lumption Surve)
Timmer - anal}si'l

- ~avogvo - hasic
- Boediono

- Foster/materials
- Pinstrup - Anderson
- Pine'!

... II

In Improving Income"

J",

(PM) Food and Nutrition Policy and Planning in
Rural Development I
Concepts and methodologies
An analytical structure for food and nutrition
policy planning

Determinants of the Price of Food

~~T Structure
Gov't goals and interventions

- Food vs Rice Self Sufficiency
- Pricing, subsidies, procurement

Income of poor people
Patterns of income distribution
Emplovment generation
Consumption Behaviour in Indonesia

Specific examples of how to evaluate
development programs from point of view
of theIr impact on nutrition

I

"

Foster
Soeyono
Court

I

- "Role of Agr
Foster

- 'Concepts' Nethodologies"
Foster

- Exercises in NutritIon Economics 
Foster

- Exercises in Elasticicy of Demand 
Foster

- Sayogyo
- Sinaga/Dixon
- Food Bal Sheet

• •
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FOOD AND NUTRITION PLANNING WORKSHOP

Surabaya. February 8-20. 1982

~ __~_ ~~ ~ . __ d C t i v i t y

Day 2 (cont'd) (PM)

(PM)

Population, Fom' Nutrition

Examine how papi2tion considerations
affect nutriti~ both on the macro
level of ensur~adequate supplies
and at the fami7 level in relation
to individual~ or maternal
nutrition

Cultural and ScCal Factors & Nutrition Status

Present Indoneaan examples showing the effect of
various cultura3factors (anthropological. socio
logical. relig~. etc ) which can effect nutrition
status directllnr through ~pact on nutrition
programmes (e &- taboos. consumption habits. etc )

Resource Persons

Foster

Soeyono

UNBRAW

Me teria..::l"'s:..- _

- Economic significance of age
patterns in population. impact
of fert1lity reduction on
nutrition levels. macro and family
levels, Foster

\.

Day 3
Feb 10 - Wednesdary (AM)

(AM)

Food and Crop ~ersification in Indonesia

Nutrition Econ~s

Examine the r~ionship betw~en MKT
price and nutCint availability in Indonesia for
calories. protan and fat Specific exercises on
least cost di~which satisfy nutrient requirements
Introduction dlthe concept of demand elasticities
for staple foOfcrops Specific examples and
exercise rel~ to situation in Indonesia
Relationship ~current elasticities of demand for
major food cr~with gov't policy on pricing
and procuremettL

Foster - Programmed

Exercise on costs of Proteins.
Caloties, Fats - least cost diet

- World Bank data on elasticities
and projected trends for '80's

'\

~ .---------- • I .. -.•..~ .~~---",
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FOOD AND NUTRITION PLANNING WORKSHOP

Surabaya, February 8-20, 1982

Act i v i t Y Resourc~ Pe!"Sons __~ ~_ ~t~ec!:r;!;i~a~l~s~ _

Day 3 (cont'd)

Day 4
Feb 11 - Thursday

Day 5
Feb 12 - Friday

(PM)

(PM)

(AM)

(PM)

(AM)

Complete - A1rogrammed Exercise
Ji:r Elasticity of Demand

Impact of ~trition on Agriculture
Role of Agr~tture in Improving Income

Evaluation/~~ionnaire

Prepar~ for field work

Population ~wth and Demand for Food
i...

Impact of Manutrition on Agriculture

Role of Ag~lture in Improving Income 
impact of 12bor saving technology and cap~tal

on nutrit~

Green Revo~n and Effect on Nutrition

Energy Use ~ agricultural ~roduction

Community Ape~aches to Food and Nutrition Planning
Analysis - ..gmeral

Specific t~iques, diagnostic tools for use in
village/ho~~ldnutrition assessment

A "model" orclIeck list for development of
field work

Skills in ~ building, game playing, interviewing
techniques ~ they relate to analysis for
problem sol'lfug

Foster

Soeyono

roster

roster

Court - Brown and Brown

~ ._ t

\ I := --= ~
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• FOOD AND NUTRITION PLANNING WORKSHOP

Surabaya. Februarv 8-70, \982

Day 5 (cont' d) (AI-I)

(PM)

Activity
Logical ~ework

Governme~cf Indonesia Financing for
Projects

Evaluatim Criteria

Goal conlicts - promotion of elastic vs
ine::i:i.stic foods

Review ~ly factors predisposing
to ;wJitlutrition

Symptom" f1f malnutrition 
nu~tional status indicators

Nutr:Ltm Interventions
Nutritnm Impact Variables

Resource Persons
Arthi

Foster
Court

Naterials

~

Day 6
Feb 13 - Saturday

(PM)

(PM)

(AM)

(PM)

. ~

Preparat~ for Field Work

Community~»proaches to Food and Nutrition Analysis

Nutritiowa~Surveillance - Early

WarniOl System - Case tstudy
from YAlIbok, NTB

Community ~roaches to Food and Nutrition
Analysis

Nutr±tlonal Indicators
Ecolqr.fcal Model
Biolut1-cal Model

Evaluation Criteria. Cont'd

Logicrl Framework
Devellpment of Survey

imtruments/questionnaires

Methafulogy

..

Brooks

Kusin
Sri Kardjati

Arthi

I

- Case Study - East Java/Nutrition
Studies

1975-1978

• •
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FOOD AND NUTRITION PLANNING WORKSHOP

Surabaya. February 8-20, 1982

Day 7
Feb 14 - Sunday (AM/PM)

"gc:.tivity

In!e

Resource Persons ~Iaterials

Day 8
Feb 15 - Monday (AM) "J'.,.eld Work Desa Jajar

Kecamatan Talun
Kabupaten Blitar
Propinsi Jatim

Ucrrkshop

!egin analysis of field work 
~eparation of ~eport. analysis
0{ data, definition of problems

Day 9
Feb 16 - Tuesday (AM)

Day 10
Feb 17 - Wednesday (AM)

Day 11
Feb 18 - Thursday (AM)

(PM)

neld Work

"
7Ield Work

(Cont'd)

final

.,£)

Day 12
Feb 19 - Friday (AM)

(PM)

Day 13
Fpb 20 - Saturday (AM)

(PM)

. ----,. •

Presentation of field work
reports

ron'd presentation of field work
:n!poE.,ts

!pplication of skills from workshop
10 future work - Evaluation

flosing Ceremony

~

Soeyono
Arthi
Court
Klement
Foster

Soepardan

I

- Foli~y on Diversification of Food
as one effort to overcome problems
of food and nutrition in Indonesia
(Particularly the Role of Department
of Agriculture)

• WI



June 2, 1981

TENTATIVE PROPOSAL FOR A FEBRUARY 198~WORKSHOP ON
NUTRITION AND AGRICULTURAL POLICY, INDONESIA

by Ph111ips Foster
Unlversity of Maryland

Day 1 - Wednesday

Reglstratlon Insplratlonal speech from leadlng bureaucrat

Allan's get acqualnted technlques

Day 2 - Thursday

Morning

Global, regl0nal, faml1y dlmenslons of the malnutrltl0n problem

Determlnants of undernutrltlon

Global trends

Reglonal varlatlons

Undernutrltl0n and poverty

(Calorle lncome elastlcy of demand)

Increaslng lncome can worsen nutrltl0n

Is the proteln/calorle controversy stlll allve?

Faml1y factors predlsposlng undernutrltion.

Number of people In household

Age of subject (Blrth order, posltl0n as youngest)

Breast vs bottle feedlng, weanlng age

Educatl0n of mother, father

Famlly luceme

Laud evmershlp

Special Clrcumstances
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Afternoon

Programmed exerClse in nutrltlon econOID1CS (Revlsed)

Major sources of calorles, protelns and fats

Calculatlng the cost of ca10rles, proteln, fat

(Hopefully wlth up-to-date prlces)

Ca1culatlng the amount of ca1orles, proteln and fat

you can buy for Rs. 100.

Ca1cu1atl0n of least cost dlet and comparlson Wlth other

diets such as present representatlve dlet

Day 3 - Frlday

New programmed exercise on the concept of demand and demand

elastlclties -- Prlce, Income, Cross (Yet to be developed)

ReVlsed programmed exerClse on calculatl0n of demand elastlcltles

prlce and lncome.

Consumptlon results of lncreases In productlon, by lncorne class

Re1atlng demand elastlclty to farm lncorne

POllCY lssues eml.natl.ng from an understandlng of least cost dlet

and demand e1astlCl.tles for food

Dl.SCUSS fl.eld trl.p

Day 4 - Saturday

Fleld trl.p

Day 5 - Monday

Morulug

D1SCUSSlon of fleld trlp

ReVlew of hlghllghts of workshop so far

Questions and answers

- I f
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Afternoon

The lmpact of malnutrltlon on agrlculture

Malnutrltlon and the capaclty to do work

Malnutrltlon, ~ntellect and educatlon

Malnutrltlon, demographic varlables and productlvlty

The role of agrlculture In lmprovlng lncome

The transformatlon task

Constralnts which agrlculture may put on the transformatlon

Production llmltation

Human capltal llmltatlon

Physlcal capltal llmltatlon

Convertlng constralnts to stimulll

Reducing fertlllty as a means to lmprovlng nutrltlon

Fewer chlldren eaSler to feed, cet par

Fertlllty rates and age structure

Age structure and educatlon

Populatlon growth and capltal formation

Fertlllty rates, capltal, educatlon, and productlvlty

Day 6 - Tuesday

Mornlng

Energy and the green revolution

The relatlonshlp between energy use and lncreaslng agrlcultural

productlon

Agrlcultural productlon functlon wlth energy as the varlable

lnput

There 18 an agrLcultural productlon cushlon In the developed

countrles Not In the LDC's



E g Phil's Jama1ca R1ce Project report
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The 1mpact of the green revolut1on on

Large farmers

Subs1stance farmers

Consumers of food such as landless workers

The 1mpact of 1ncreas1ng populat10n and income on

Large farmers

Small farmers

Consumers of food such as landless workers (d1str1but10n impact)

Afternoon

Food and nutr1t1on po11cy and plann1ng 1n rural development-

Concepts and methodolog1es

An analyt1cal structure for food and nutr1t1on pol1cy plann1ng

Price of food

Income of poor people

Patterns of 1ncome d1str1but10n

Spec1f1c examples of how to evaluate development programs from

p01nt of V1ew of the1r 1mpact on nutr1t10n

Project analys1s groups

Group reports

Hand out read1ng ass1gnments on analys1s of spec1f1c agr1cultural

development projects

for analys1s

Day 7 - Wednesday

Analys1s of spec1f1c agr1cultural projects
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Leadlng crlterla for evaluatlon, 1ffipact on

Price of staples

Income of landless workers

Income dlstrlbutlon

Family SlZe

Other criterla for evaluatlon, lillpact on

Health

Etc

Day 8 - Thursday

Mornlng

Use of regresslon analysls as a help In P011CY declslons for

programs almed at famliles

Impllcatlons of results of such analysls lU terms of rural

extenslon programs.

Concepts In publlC P011CY

Deflnltlon

Types of p011Cy alternatives

The most commonly consldered polley approaches to lmprovlng

nutrltlon

The concept of the trade off In PU011C P011CY formulatlon

(The transformatlon curve)

The pollcy educatlon model

Problem, Alternatlves. consequence analysls

Afternoon

Woman from Bogar Universlty

Begln preparing lndlvldual reports
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Day 9 - Frlday

Mornlng

Contlnue preparlng lndlVldual reports

Start presentlng lndlvidual reports

Afternoon

Contlnue presentlng lndlVldual reports

Day 10 - Saturday

Closlng ceremonles

Unscheduled tOplC--to be used lf slack tlme appears In above schedule

Representatlve goal confllcts lnvolvlng economlC pollcles and nutrltlon

Self sufflclency goal vs advantages of speclallzatlon and trade

Speclallzatlon and trade may lead to lower consumer prlces,

greater employment, but at cost of self sufflclency

lVhat relatlve emphasls to glve to promotlng the productlon of

agrlcultural products wlth elastlc VS, lnelastlc demand

Increased agrlcultural lncome most easlly accompllshed through

promotlon of productlon of products wlth elastic demand

Nutrltlon of poor best lmproved through lncreaslng productlon

of products wlth lnelastlc demand

Allocatlng resources between lncreaslng agrlcultural productlon

through worklng wlth the best farmers on the best laDd and worklng

wlth landless laborer famliles to lmprove thelr lncome (and thus

nutrltion)



However, these are the th1ngs

7

Centra11zed control of agricultural development vs local control

USlng labor lntenslve productlon methods vs (apparently) cheaper

mechanized productl0n methods Welfare may be lncreased when

you hlre unemployed workers lnstead of mach1nery because the

true costs to soc1ety of hlr1ng the unemployed workers are the

opportun1ty cost of the1r present actlvlt1es plus the costs

assoc1ated w1th their employment.

Note--

The above program rel1es on speakers bes1des me only on

Day l--a1l day Allan's type work would be curclal here

Day 4--F1eld Trip

Day 7--Analys1s of spec1f1c agrlcu1tural projects

Need Alan or someone 11ke him to handle th1S

Day 8--Woman from Bogor Unlverslty

ThlS may be slmply too much of one person

I would do 1f I had the time provided for above I could certa1nly do

some~h1~g with a lo~ less t1IDe, Just as I d1d aL th1S conference The

above is only a suggest10n.

I~
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May 15, 1981

Ideas on an 1n-depth conference (workshop) in Indones1a on
nutr1t10n and agrlcultura1 p1annlng assumlng we would

go on from where the 1981 conference left off

by Phl111PS Foster
Unlverslty of Maryland

I would propose 4 areas of emphasls, should tlme and resources allow

1 Demand elastlclty analysls

2 Analysls of re1atlon between faml1y characterlstlcs and nutr1tlon

3 Analysls of populatlon growth and lncorne growth relatlonshlps

4 General pOllCy analYSls as lt relates to nutrltlon conslderatlons,

but wlth the emphasls on agrlculturally related pOllCy

1 Demand elastlclty analysls

Develop Wlth the conference partlclpants an understandlng of the

app1lcat1on of own, cross, and lncome e1astlcity of demand ana1ysls to

nutrltlon conslderatl0ns Conslder the lmp11catlons of thlS materlal for

agrlcu1tura1 pOllCy Prlmary pOllCy areas for conslderatlon would lnclude

product1on pOllCy, prlce pOllCy and forelgn~trade pOllCy

Here are some of the relevant artlc1es from whlch to draw materlal

A1derlIlan, Harold C and Tlmmer, C Peter, "Food POllCY and Food

Demand 1n Indonesla," (My copy doesn't show facts of

publlcatlon

P 83-93

In pencll It says Bu11etln Vol XVI #3, Nov 80,

Tlmmer, C Peter, "Food Polley Analysls ln a Multl-Staple Food

Economy," Carnegle Endowment Conference on Indonesla, November,

1978
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Plnstrup-Andersen, Per, et a1, "The Impact of Increaslng Food

Supply on Human Nutrltlon Imp1lcatlons for Commodlty

Prlorlties In Agrlcu1tura1 Research and P011Cy II Amerlcan

Journal of Agrlcu1tura1 Economlcs, May 1976

Plnstrup-Anderson, Per, and E1lzabeth Caclcedo, TIThe Potentla1

Impact of Changes in Income Dlstrlbutl0n on Food Demand and

Human Nutrltl0n," Amerlcan Journdl of Agrlcu1tural Economlcs,

August 1978.

Plnstrup-Anderson, "Nutrltlona1 Consequences of Agrlcultura1

PrOjects Conceptual Relatlonshlps and Assessment Approaches ll

World Bank Agrlculture and Rural Development Department and

Popu1atlon, Health and Nutrltlon Department, June 1980,

D1Scussion Draft

Dixon, John A , and Slnaga, Rudolf, "Food Consumptlon Patterns In

Indoneslau , Third ASlan Congress of Nutrltlon, October, 1980,

Jakarta

2 Analysls of faml1y characterlstlcs and nutrltlon

Develop wlth the conference partlcipants of an understanding of the

appllcatlon of regressl0n ana1ysls as a tool wlth WhlCh to provlde declsl0n

makers Wlth informatl0n on WhlCh to base POllCY decls10ns wlth reference to

programs which affect lndlvldual famllles, and u1tlmately their nutrltlon

Here are a couple of artlcles from WhlCh to draw materlal

JeSS1e Arnold, Study of relat10nship between fam1ly var1ables

and undernutr1tlon, Phlllpplnes, In process

PhllllPS Foster, Study of relatlonshlp between famlly varlables

and undernutrltl0n In Indla, In plannlng stage
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3 Analysls of populatlon growth and lncome growth relatlonshlps

Develop wlth the conference partlclpants an understandlng of the

strategic relatlonshlp between populatlon growth, age structure of the

populatlon, educatlon, and capltal formatl0n and how these varlables

then lmpact on productl0n, consumptlon, and lncome

Source materlal

A computer lnteractlve exerClse wlth programmed lnstructlon manual

developed by John Palmlsano and PhllllPS Foster The computer lnteractlve

exerClse lS modlfled from one orlglnally developed by GE-TEMPO for AID

and contalns a complete slmulatlon model of populatlon WhlCh, when growlng,

lnteracts wlth a Keynslan model of a developlng economy

4 General P011CY analyslS as It relates to nutrltlon cc~slderatlons, but wlth

emphasls on agrlculturally related P011CY

Develop wlth the conference partlclpants an understandlng of the

overall types of public p011Cy lnstruments avallable to any government

Analyze how two leading p011Cy lnstruments (Subsldles and taxatlon) can

be used to influence nutrltlon through agrlcultural pollcy

Conslder wlth some care the materlal contalned In a paper by Foster

tJ.tled "Publlc P011CY and its Relatlon to Improv:Lng Nutrlt:LOn"

Then conslder speclflc Indoneslan P011CY lssues such as those ralsed

In a recent Bank paper

ldeas

In very rough form, here are some of those pOllcy

World Bank Report P 25-27

The subSldy on domestlc 011 consumptlon beneflts the wealthy more

than the poor It amounts to 15 percent of the total natlonal budget

For every 100 Rs subSldy to the poor 40% of the populatlon lt amounts

to Rs 266 SUbSldy to the wealthy 60%

. I~



4

The annual savlngs over 5 years of eliminat1ng the 011 subsldy would

be enough to provlde electrlclty to a substantlal portlon (perhaps a

maJority) of the rural populatl0n of Java.

P 29

Sugar lS lmported at US$ 800 per ton Bulog purchases domestlc sugar

at $450 per ton ThlS lS a SUbSldy to consumers of $350 per ton (Or 1f

you wlsh, a tax on the sugar lndustry of $350 per ton) ThlS dlscourages

sugar production--an agr1cultural employer--and encourages sugar consumptlon

Wh1Ch lS bad for you ~utr1t10nally Why SUbsldlze sugar consumptlon?

Palm 011 Domestlc producers are requlred to sell palm 011 to domestlc

fractlonatl0n plants at a substantlal d1scount below the export prlce

Th1S d1scourages domestlc lDvestment In palm 011 productlon and reduces

employment ln thlS rural agrlcultural actlv1ty A greater and greater

proportl0n of the palm 011 goes to domestlc fractlonators and less and

less to export (1 don't know what the domestlc fractlonators do wlth

thelr productl0n )

The fertlllzer subsldy results ln a lower prlce of natural gas and

may retard ~~ploratl0~ for natural gas

agrlculture?

The SUbSldy on the prlce of rlce

Ary long run consequences for

(Not from world bank report)

Hlgh lncorne people In Indonesla consume more rlce per caplta than low

lncome people The subSldy on the prlce of rlce benefits hlgh lncorne

people more than low lncome people

2 0
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Cons1der some of the results of allow1ng the pr1ce of r1ce to r1se

1 It would reduce domest1c consumpt1on

2. It would 1ncrease domest1c product1on

3 It would reduce 1mports

4 It would encourage the consumpt1on of ma1ze and cassava

Here lS the type of trade-off that the pol1t1c1an must cons1der

What sorts of act1v1t1es do we glve up 1n exchange for our

Subs1d1es?

Wnat are the potent1al polit1cal ga1ns from the act1v1t1es we

have glven up as a result of the subsid1es? For example, 1£

we gave up a subs1dy 1n exchange for rural electr1f1cat1on, we

could have teleV1s1on 1n a large number of rural households

Th1S would glve us a powerful, d1rect means of tell1ng the rural

households about the benef1ts we have brought them through

electr1f1cat1on.

T1m1ng

A rea11st1c start1ng t1me would be January of 1983 Ideally I

would 11ke three of months to develop ideas 1n rough draft form Then

spend a week or so 1n Jakarta dlscuss1ng the workshop w1th local planners

Then a couple of more months redeveloping 1deas, and then present the

workshop

Suggested scenarlO

Unlverslty of Maryland

January through May, 1983, contract wlth

June to early July, purchase order or personal

serVlces contract wlth embassy In Jakarta

2.-1 '
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Particlpants

Assumlng we hold a second workshop SlIDllar to the one held thlS

MaYt say In February of 1982 t lt would be approprlate to select lndlvlduals

from thes~ two prellIDluary workshops for tralnlug lU the lu-depth workshop


