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Foreword 

Walter Falcon has been a leading development economist and policy 
analyst for many years. In this lecture, which was delivered at the time of 
IFPRI' s 20th anniversary celebration, he shared with us his thoughts about 
some of the principal food policy issues of the last two decades and what 
he sees as looming future issues. His I 0 specific points are a grand 
summation of how our understanding about key food policy issues has 
changed, where food policy analysis has made significant contributions, 
where it has failed, and where it should aim to go in the future. I was 
particularly pleased with his conclusions that food policy matters and that 
IFPRI has been a central player in providing useful knowledge about food 
policy throughout its firit 20 years. His lecture will help us set an appro
priate agenda for food policy research for IFPRI's next 20 years. 

Per Pinstrup-Andersen 
Director General 
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Food Policy Analysis, 1975-95: 
Reflections by a Practitioner 

Walter P. Falcon 

Chairman Bell, distinguished members of the IFPRI Board of Trustees, 
ladies and gentlemen. It is a great honor for me to be here today. Both the 
celebration and the audience make this a very ~pecial event. The responsi
bility that I feel on this anniversary occasion is also daunting, for I can see 
at least 50 people in the audience who are as qualified as I am to give this 
lecture. 

I am doubly honored to have been introduced by David Bell. It was 
exactly 37 years ago that I took my first course in development economics 
from David Bell at Harvard University. I have always looked up to him, 
literally and figuratively, and I owe him a tremendous debt of gratitude for 
the manner in which he helped shape my career. There is also an implicit 
footnote to this comment, now made explicit. If anyone does not like what 
I say this evening, it is partly Dave's fault! 

In searching for an appropriate theme for this lecture, I reviewed an 
extensive 1985 essay on the world food situation that I co-authored for the 
World, Food Council. I Because it covered the first half of IFPRI's life, I 
reread it carefully, hoping to gain both inspiration and insight for tonight's 
presentation. For the record, the article turned out to be thoughtful, mostly 
correct, and boring as hell! I concluded that if we have learned nothing else 
in the past 10 years, we now know that sound bites matter. So with your 
permission, I will offer 10 specific points for your consideration. I hope 
you will conclude that these ideas combine policy analysis and personal 
experience in a useful way. Inevitably, all of us are products of, indeed 
prisoners of, the regions that we know best. I know Asia much better than 
either Latin America or Africa, and that point will no doubt show through. 
Nevertheless, I hope to convince you that these observations have wide 
relevance, or if I fail to convince yoil, perhaps I can at least provoke you 
into debate during the discussion session that will follow my remarks. 

1. The greatest hope for improved food security in the future is that we 
now have framed the issue correctly. Many in the audience this evening are 
members of the Consultative Group on International Agricultural Research 

Walter P. Falcon is director of the Institute for International Studies at Stanford University, 
Stanford, California, U.S.A., and former director of Stanford's Food Research Institute. 
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(CGIAR). I urge them, and others as well, to read the literature from 
various periods in that system's history. If you do, you will see that the 
rhetoric has changed considerably. Not surprisingly, the original CGIAR 
question was "Can.the world produce enough food?" With IFPRI's help, 
the question was refined: "Can the world produce enough food at reason
able prices?" The profession moved away from food-gap models, know
ing that in the end, demand would be no greater than supply. Attention was 
diverted appropriately to whether societies would "like" the pattern of 
prices at which the supply and demand equilibrium took place. 

Again with IFPRI' s help, the question was further modified: "Can the 
world produce enough food at reasonable prices and provide access to food 
by the poor?" Perhaps all too slowly, the food and agriculture sector was 
recognized for its capacity to generate income and productive employ
ment. Indeed, the sector's ability to provide poor people with income and 
hence with access to food has always been just as important as the grain 
itself. This belated recognition helped to redress some of the worst features 
of industrial-led development and helped also to put food and agricultural 
issues back into the mainstream of development theory. 

The 1990s brought about yet another modification: "Can the world 
produce enough food at reasonable prices, provide access to food by the 
poor, and not destroy the environment in the process?'' I believe the 
answer. to the new qllestion is a cautious "yes," but what I emphasize here 
is the evolution in thought about what is the right question. Many people 
in this room had much to do with that evolution, anc;I IFPRI as an organi
zation can be especially proud of its record in reshaping the central issue. 

I now ask you to think forward for 20 years. When we meet again for 
IFPRI's 40th anniversary in 2015 what will be the "right" question? Will 
it be obvious then that we forgot something terribly important today? I 
believe that we have now framed the right question for the next two 
decades, even if it has been a long time in formation. History tells me that 
I should approach this conclusion cautiously, however, and later I will 
suggest that food price instability may be another nemesis lurking just 
around the corner. 

2. . The greatest tragedy is that food and agriculture have dropped off the 
high-level international agendas. In spite of the food-related difficulties 
that. abound throughout the world, agriculture appears to have fallen off 
everyone's priority list. That should distress all ofus. Falling real prices of 
food, donor fatigue with food· and agricultural projects, and perceived and 
misperceived conflicts between agricultural and enviroumental issues are 
some of the reasons for the lack of political interest in agriculture. Collec
tively, we have permitted a communication breakdown on the critical 
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importance of food for true world security. Recent meetings of the Group 
of Ten have disregarded agriculture. At the U.S. Agency for International 
Development(USAID), agriculture is said to be a unifying theme for the 
agency; yet USAID's primary policy document on sustainable develop
ment hardly mentions the sector. 2 At the World Bank, rural lending activi
ties continue to decline, absolutely and relatively, and agriculture's share 
of the total Bank portfolio is half of what it was 15 years ago. And it took 
Herculean efforts on the part of Chairman Ismail Serageldin to stop the 
fmancial hemorrhaging of the CGIAR system. The difficulty in finding 
US$300 million annually for international agricultural research is absurd-no 
more sober word seems appropriate-for the system is obviously the most 
successful research venture that the world has ever seen. Will it take 
another 1972-74 food price spike to get political attention refocused, or is 
there some noncrisis event that could serve as a mechanism for mobiliza

. tion? I do not know the answer, but perhaps the best prospect is in using 
the 1996 Food and Agriculture Organization (F AO) summit conference on 
food security as an occasion for reassessing food and agricultural topics. I 
confess to being much more sanguine about having the right question, 
however, than I am about having the right forums for its discussion. 

3. The greatest educational failure with respect to food policy is that we 
have not made an adequate case to the general public about the contribu
tions of food consumption and, more broadly, the demand side of the econ
omy. This lack of concern about poor consumers is clearly not the fault of 
IFPRI. More than almost any other organization I know, IFPRI has focused 
on demand, consumption, and nutrition issues. But it is still the case-and 
I challenge everyone to read the CGIAR literature if you doubt me-that 
we have failed generally to emphasize that agriculture and food are more 
than supply-side or poor-farmer phenomena. We extol the rates ofreturn 
to agricultural research, but often forget that production is a means to 
consumption and not an end in itself. We also often neglect to argue that 
most benefits come from consumer surplus as derived from the demand 
curve and reduced real prices in a general equilibrium outcome. We have, 
in short, failed to stress the importance to the poor of declining real prices 
of food. Obviously, ifthe poor spend 80 percent of their income on food, 
which is frequently the case, a I 0 percent decline in real food prices is 
equivalent to an 8 percent rise in real income. The analytics of this point 
are certainly not new, which is why I consider demand-side neglect and 
supply-side domination to be a failure of education and communication 
rather than of basic research. 

A second demand feature-urbanization-also is worth emphasizing. 
Migration and urbanization have become dominant demographic phenom-
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ena,. and by the year 2005, the world will be more than half urban.3 In 
1950, there were only 4 population agglomerations of more than 10 million 
people. By the year 2000, there will be 21, of which 17 will be in 
developing nations. The implications of a more urban global society are 
not well understood from a food demand perspective. How will those 
urban societies be fed? Since large cities tend to be coastal, will imported 
grains become more important as urban supply sources, or will food 
continue to be supplied from the hinterland? And will past correlations 
between urbanization and increased wheat consumption tend to persist? I 
would ask, therefore, that we try harder to feature the demand-side in our 
presentations. One billion underfed consumers, increasingly urban, are 
greatly affected by real food prices. Additionally, the high rates of return 
on research, of which we are so proud, have their origins in consumer 
welfare theory. We need to make both of these points more often and more 
forcefully. 

· 4. The greatest failure of analysis is the absence of a broadly accepted 
paradigm for coping with food price instability, especially among staple 
foods. Let me begin discussion on this point by suggesting that there is an 
economic analog to being "politically correct," that is, being "economi
cally correct." There can be no doubt that the world economy is better off, 
as are the food and agriculture sectors within that economy, as a conse
quence of the swing to more open, market-oriented regimes. But I am also 
·concerned about questions of price instability as they relate to major 
staples, particularly those staples with thin international markets. There is 
a danger that individuals and organizations can become too economically 
correct about what constitutes first-best food policy for a country, espe
'cially a large nation, faced with such instability. Neoclassical assumptions, 
I fear, have sometimes become part of the policy problem rather than a 
basis for sound policy action. 

Figure 1 provides relevant background data for the points I wish to 
make. Actual contract prices for internationally traded rice have shown 
substantial variability but little trend during the past several years. 4 (As an 
aside, the data also show snbstantial variations in price spreads by quality, 
depending on whether it was Japan, which desires 100 percent head rice, 
or Indonesia, which desires 35 percent broken rice, that was providing the 
unanticipated demand in the world rice market) The world rice market is 
a fiction. 

Faced with uncertainty in global rice prices, it seems proper to ask how 
wise it is for Asian countries to be completely open with respect to their 
trade policy for rice. The first response from those who are economically 
correct is, "Oh you Asianists, you always worry about rice, which is an 



Figure 1-Rice prices in Bangkok, weekly, January 1991 to 
October 1995 
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Bulletin of Indonesian Economic Studies, forthcoming. 

exception anyway." To which I reply, ye.s, but 2.5 .bill.ion people depend 
on it, and it is the commodity that supplies more calories on a worldwide 
basis than any other food. And besides, from a trade and instability point 
of view, rice may not be all that different from white com, sorghum, millet, 
and several root crops in othetparts of the world. 

The central analytical issue is whether first-best food policy always has 
to follow world prices. Perhaps the real issue is whether to follow the 
longer-run trends in world prices and not the day-to-day or even year-to
year movements in world prices. Suppose that every one of us here today 
was an Asian president, prime minister, or minister of food from a country 
whose average per capita consumption of rice was still 150 kilograms 
annually. Would we want to have a completely open economy with respect 
to rice? I assert that we would be foolish if we did. 

If we accept the foregoing argument, then I also assert that we have 
almost no theory and little practice on how to judge when trade interven• 
tion is proper. The Uruguay Round negotiations were no help at all on 
managing instability. Certainly as countries move toward open trade re
gimes, the combined movement will have the desired effect of making · 
certain markets less thin and hence in ore stable. 5 However, it is still 
surprising how little operati<inal work has been done on the welfare conse
quences for producers and consumers of price instability for the major 
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staple. 6 I fear. that it is neither good analysis nor good food policy to 
neglect instability issues, even though this advice runs counter to that of 
those organizations-occasionally even IFPRI-that argue against virtu
ally any intervention in. commodity trade. 

In making the foregoing points, I emphasize-because of the size of 
the welfare effects-that I am worried primarily about major staples, and 
not about all food commodities. There are efficiency costs and great 
potential for disrupted development from goverrunent intervention in the 
food sector. I am also focusing on domestic stabilization around world 
price trends and not on price supports above those trends. Indeed, it is 
undoubtedly the fear of the latter that has given analysis of the former such 
a bad name. 

S. The greatest modeling failure in food policy has been our inability to 
capture price instability effects arising from sudden changes in demand, 
supply, or policy in "large" countries. Instability issues seem to have 
plagued us empirically as well as theoretically. I again stress the instability 

· question, for within the next five years I believe the world will see a food 
price spike of the 1972-74 variety. Such a crisis might have the desired 
effect of refocusing high-level attention on food issues, but I am con
cerned, from a research perspective, that we are not doing a better job in 
capturing nonmarginal events in projection exercises. 

The World Bank and Iowa State (Center for Agricultural and Rural 
Development) projections of global demand, supply, and prices appear 
reasonable enough in terms of comparative statics, for example, 2020 
versus 1995.7 But the difficult policy problem, I submit, is not whether the 
real price of grain goes up gradually by 10 percent or down by 10 per
cent-although I would much prefer the latter. There is every reason to 
believe that the world can and will accommodate smooth transitions very 
well, whatever the direction. Even China, with its extraordinarily large 
potential imports, does not appear to pose a real concern if the buildup is 
gradual over a decade. What troubles me is the increased price instability 
that I believe now looms before us. It seems likely that we are seeing the 
tip of that iceberg right now, as evidenced by the fact that grain prices in 
October 1995 were about 30 percent higher than in October 1994. 

The world after the Uruguay Round has fewer public stocks, and· as a 
consequence, there are fewer options for smoothing prices. The reduced 
stock situation is not bad in itself, but it nonetheless must be recoguized 
more clearly than it has been to date. Stock-to-use ratios for grains, now at 
about 12 percent, are less than those that were associated with the great 
price instability problems in 1972-74. What happens, for example, ifthere 
are two bad crop years in China or in the United States, or if there are sharp 
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changes in policy in any of a half-dozen key countries or regions? The 
forecasting models, which may be quite good on comparative statics, are 
notably deficient on short-run dynamics over a period of one to four years. 
My concerns, therefore, are twofold: first, poor people tend to be hurt 
disproportionately during periods of food price spikes; second, countries 
often do quite foolish things with respect to food policy during periods of 
great price uncertainty. To verify this point, one has only to look at how 
long the negative consequences of 1972-74 have lasted in getting coun
tries to adopt more liberal trading outlooks for food and agriculture. A 
series of new price spikes will likely cause many countries to look inward 
again and to undo recent gains in openness. 

Sensible work on both the causes and consequences of price instability 
seems to me to be one of the greatest research challenges of the next 
decade. What are the welfare benefits of domestic price. stabilization of the 
major staple in a development context? What are appropriate rules of 
thumb for domestic trade policy interventions for the major staple? How 
much should countries be willing to pay for food price stability? How can 
political responses to price uncertainty be predicted (or guided)? How can 
projection models better capture the dynamics as well as the longer-run 

. comparative statics of food markets? Research on these issues and a host 
of related topics offers exciting future prospects for IFPRI and other 
organizations. 

6. The greatest development disappointment of the last 20 years is the 
growing irrelevance of food aid for development purposes. Twe11ty years 
ago I would have argued that food aid provided a substantial potential 
resource for enhancing development in many countries. I believe that this 
potential was not achieved, that it will not be, and that there are dangers in 
continuing to put undue hope on this form of development assistance. The 
relative decline in the impact of food aid is in part healthy because it 
reflects a shift toward market-based food allocations that, on the whole, is 
probably desirable. It also partly reflects the decline cif food surpluses, 
especially in the United States. More controversially, it also reflects a 
move toward greater use of Title II in the U :S. food aid legislation. 8 

Nongovernmental organizations (NGOs) in my opinion have done a 
phenomenally good job of providing short-term relief in times of famine. 
But their empirical record is unproven in using food aid for long-run 
development purposes. Those countries best able to accommodate food aid 
within their food policy set need it least, and those who want food aid most 
are least able to accommodate it in the form in which and at the time when 
it typically arrives.9 There are a few counterexamples, such as Honduras, 
that may continue to give hope on Title III uses of food aid.Additionally, 
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the NGOs are also clearly important as part of a (very limited) aid lobby, 
especially in the United States. But overall, I think we should not lament 
that food aid is unlikely to rise above its current level ofl2-l 4 million tons 
annually or that it will likely decline in the future. There has always been 
talk about using food aid more innovatively than has been done in the past, 
but I do not foresee many changes in scale, scope, or delivery mechanisms. 

Lest I not be misunderstood, let me again distinguish food aid for 
famine relief (very important); food aid for development purposes (some 
successful projects, but few successful programs); and food aid for secu
rity support or strategic purposes (virtually always antithetical to longer
run agricultural development). As a consequence, I do not see food aid for 
development as a powerful positive force in the Third World, nor as a 
terribly interesting topic for future research. 

7. The greatest historical lesson of the past 20 years. is the importance of 
the right kinds of growth for the alleviation ofpoverty,IO I am pleased to 
report that growth seems to have become a respectable word again, even 
for the politically and economically correct. There was a fairly lengthy 
period when those advocating income growth were thought to have no 
concern with income distribution. That false dichotomy seems to have set 
off several eras of strategic buzzwords, such as "poorest of the poor," 
"integrated rural development" and "basic needs." It will probably annoy 
people when I say it, but I also perceive that "sustainability" is perilously 
close to that category unless we can soon define it in ways that are both 
clear and operationally relevant. 

When I look at the record of poverty alleviation, however, what im
presses me most is the importance of the right kinds of economic growth 
(about which more will be said in my final point). The recently compiled 
data in Table I lead me to several conclusions. First, we ought to be 
monitoring the incidence of poverty in both rural and urban areas much 
more carefully than we are now. The reason that countries need food 
policies in addition to more general macro or trade policies is the key role 
that food plays ill the life of the poor. To some c.onsiderable extent, 
therefore, I am prepared to judge the success of both development policy 
and food policy by their effects on poverty and hunger. 

Comparative income data by time, rural or urban location, and country 
are reasonably good for Asia, and the data in Table I provide a quantitative 
sununary. of what has been called the Asian niiracle.11 The data on Latin 
America are more limited, but to the extent that they exist, they are a cause 
for considerable concern about the wrong kinds of growth leading to 
marked income inequality and vice versa. Food policy as well as the 
broadei development strategy are· at issue in Latin America, and urban 
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Table 1-Percentage of rural and urban populations in poverty, 1970, 
1980, and 1990 

Rural Urban 

Coun!!:x 1970 1980 1990 1970 1980 1990 
(percent) 

Bangladesh 71 54 53 n.a. 41 34 
China 39 n.a. 11 5 n.a. 2 
Indonesia 58 28 14 73 29 17 
India 45 53 39 n.a. 47 37 
Malaysia 21 n.a. 4 10 n.a. I 
Philippines 42 35 27 20 18 II 
Thailand 30 19 20 9 5 4 
Brazil 67 66 73 34 31 38 
Colombia 48 46 45 47 39 40 
Mexico 51 48 51 23 21 23 
Kenya 40 47 47 n.a. n.a. 30 
Nigeria n.a. n.a. 39 n.a. n.a. 23 

Source: R. L. Naylor and W. P. Falcon, "ls the Locus of Poverty Changing?" Food Polley 20 
(December) 1995: SOl-518. 

Note: N.a is not available. 

poverty has much of its roots in industrial policy. Finally, we have almost 
no urban and rural panel data for countries in Africa. I fear, though I cannot 
verify, that the disintegration of the countryside and the consequent urban 
migration may be having a negative impact on both rural and urban 
poverty in many African countries. 

The poverty data in Table I are suspect in many cases, yet they repre-. 
sent the best data that we have.12 There is thus a tremendous need for 
increased efforts to monitor various types of growth and their effects on 
poverty alleviation. Is it true, for example, that there is a widespread 
acceleration. of poverty going on in much of Africa? In Latin America, 

. does there now exist an urban involution whereby the large city slums are 
simply reproducing themselves? More generally, is there a change in the 
locus of poverty from rural to urban areas? If so, will those of us in the food 
policy field be forced to understand urban issues much more thoroughly 
than we have had to in the past? To me, the linkages among growth, 
poverty alleviation throughout the economy, and the movement of people 
between rural and urban areas are a cornerstone of innovative food policy 
analysis for the future. 

8. The greatest food policy need at the moment is for trained individuals 
who can bridge the macro policy and food ministries. Predictable, sensible 
macro policy is increasingly recognized as being the sine qua non· of 
development. Perhaps ·as a cause and perhaps as a consequence of this 
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point, key agricultural policies are usually niade in ministries of finance 
and not in ministries of food and agriculture. Exchange rate, credit, trade, 
and fiscal policies set virtually the entire context for food policy. However, 
finance people typically do not walk in the countryside, and even if they 
do, they rarely "see" anYtJiing. Conversely, most agriculture people do not 
walk in the corridors of financial power. The unfortunate consequence is 
two groups, each with relevant things to say to each other, but speaking 
different languages. 

I believe that one of IFPRI's most important contributions to date has 
been in playing a communication role between the macro and food sectors 
. in many developing countries. What worries me particularly-and those of 
you who have been asking about the closure of the Food Research Institute 
at Stanford University will understand why-is where Third World nation
als will be trained to play this role. One consequence ofhaving agriculture 
fall off the political agenda is that we are becoming increasingly ill
equipped to provide rigorous education in food policy analysis. The· U.S. 
land grant institutions still have a tendency to look toward domestic 
-commodity, environmental, and resource issues, rather than to food policy 
for developing countries. I am particularly concerned about the human 
capital requirements in the Third World for those who can span the 
agriculture, trade, and finance ministries. Perhaps IFPRI can inspire others 
to do the task of formal education and do more on-the-job training itself. 
But eventually, IFPRI, like other CGIAR centers, must work itself out of 
this job. 

9. The greatest analytical breakthrough in the past decade was a reformu
lation of the household as an economic entity. Much of food policy has its 

· foundations in microeconomic theory. The combining of consumption and 
production activities into a household formulation was an especially im
portant step forward for understanding rural households in developing 
countries; making this step, however, required a strong set of assumptions 
that equated marginal trade-offs within and between production and con
sumption activities. 

Even the original household formulation was helpful in making gender 
a central rather than (all too often) a peripheral analytic issue. Trade-offs 
among child rearing, food preparation, frrewood and water gathering, and 
food production took on new meaning and provided important insights for 
analyzing both behavior and policy. But there nonetheless remained in the 
theory several convenient but restrictive assrrmptions. · · 

I suppose we knew. all along that households in other parts of the world 
might not look or operate like households in the United States or Europe, 
might not be described by the same set of models and assumptions, and might 
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react quite differently as a group.13 The latter may be of particular signifi
cance in detennining the level of environmental stress associated with agri
cultural practices. The critical importance of this point for Africa is just now 
being understood. The separate male and female divisions within many 
African households with respect to landholdings, crop selections, and fioan' · 
cial flows indicate how flawed earlier household fonnulations may have 
been. Because of its elegance in demonstrating both the empirical and 
theoretical need for a collective rather than a unitary model of the household, 
a recently published essay in Food Policy gets my vote for article of the 
year. 14 It is significant, I believe, that this paper is a collaborative effort 
involving data and personnel from two universities, two international re
search Centers including IFPRI, and the World Bank. I believe that we do not 
yet know the full implications of reformulating househ~ld theory, but that 
field, along with the area of price uncertainty, seems to be one of the most 
interesting research issues that I see for the future. 

10. My greatest personal satisfaction is in knowing that sound food policy 
really matters. Fopd policy, when done properly, is something beautiful to 
behold. I have had the great good fortune to be an observer of Indonesia's 
food policy for more than 25 years, and what has been accomplished there 
is truly remarkable. IS The Indonesians themselves deserve and should 
claim full credit for what has been done. As a case study in food policy, I 
believe it to be among the most interesting in the world. 

Indonesia, as early students of development will recall, was the classic 
example of a dual economy. Everyone, and I mean everyone, knew that 
there was no feasible manner for Java to rid itself of"surplus" labor during 
the 20th century. But Indonesia did just that, and I should like to review 
briefly the magnitude of what was accomplished. Table 2 and Figure 2 tell 
the story in terms of the numbers. Figure 2 indicates that in a 25-year 
period, the incidence of poverty went from 70 percent down to 15 percent 
economywide. The economy, on a per capita basis, grew at about 5 percent 
annually during this period; moreover, the income distribution as meas
ured by the ratio of expenditures by the richest 20 percent of Indonesians 
to the poorest 20 percent also improved, and this ratio now stands at less 
than 5 (versus about 30 for Brazil). 

There are some aspects of Indonesia's development that continue to be 
problems. But in tenns of food policy, rural development, and the reduc
tion in poverty, what has happened in that society is truly amazing. What 
worked there also provides an instructive checklist for what.it takes to do 
food policy right. 

Perhaps most important, the President cared about fanners and food 
policy, so there was consistent high-level political attention to rural issues. 
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Table 2-Poverty and incomes in Indonesia, 1970-95 

Income Quintile 

First Qow) 
Second 
Third 
Fourth 
Fillh (high) 

Ratio of top 20 percent 

Income Shares 

1970 1995 
(percent) 

6.6 8.7 
7.8 12.I 

12.6 15.9 
23.6 21.1 
49.4 42.3 

to bottom20 percent 7.5:1 4.9:1 

Per Capita 
Income 

1970 1995 
(US$) 

99 435 
117 605 
189 795 
354 1,055 
741 . 2,115 

Annual Growth 
Rate, 

1970-95 
(percent) 

6.1 
6.8 
5.9 
4.5 
4.3 

Averagepercapitaincome 300 1,000 4.9 

Source: Work in progress by C. P. lunmer. Harvard Institute for Intetnational Development, 
Cambridge, Mass., 1995. 

Figure 2-Cumulative distribution of income in indonesia, 1970 and 
1995 

Percent 
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Source: Work in progress by C. P. Timmer. Harvard Institute for Inteinational Development, 
Cambridge, Mass., 1995. 

Notes: Y* =one U.S. dollar per day= poverty line= $365. Income shares are based on 
SUSENAS data for total expenditures and are drawn :frOm surveys taken in the 
mid·1970s and early 1990s. The per capita incomes are in 1995 U.S. dollars, and the 

. 1995 figure is based on projections using the newly revised national income accounts. 
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There was also continuity of policy and of personnel. Macro policy was 
both sound and predictable, oil revenues were used reasonably wisely, and 
the worst effects of Dutch disease were avoided. In addition, Indonesia 
made important policy decisions that supported the countryside: new tech
nology; the use of significant incentives to increase food production
sometimes in spite of the World Bank's advice; the development of rural 
financial services; and investments in roads, irrigation, rural health facili
ties, and education for both boys and girls. 

Rural policies in particular laid the basis for the right kind of poverty
alleviating growth. Indonesia has thus demonstrated that widespread de
velopment is possible; however, I believe the jury is still out as to whether 
many countries, especially in Africa, are likely to experience this kind of 

·growth in the near term. I am uneasy because I believe that few of the items 
on the formidable list of components mentioned can be left out of the 
development process. Nevertheless, the Indonesian example ought to in
spire other nations, for the Indonesia of25 years ago was desperately poor 
and thought by everyone to be going nowhere in terms of growth and 
development. 

That is my story for today. Clearly, the main question concerning my 
points is not whether I am right in all of my categories, but whether they 
are useful in helping provoke thought on where the food policy field has 
come f):om and where it ought to be going. I hope they have been. 

The past 20 years have seen the rapid development of food policy as a 
field. IFPRI has truly been a central player throughout the two decades, 
and I fully expect that it will be in the next 20 years as well. I hope 
everyone will join with me in saluting this organization for having made 
the world a better place in which to live, especially for poor people. 

Thank you again for the honor you have bestowed on me in inviting me 
to speak at this 20th anniversary celebration. 



NOTES 

I. Walter P. Falcon et al., "The World Food and Hunger Problem: 
Changing Perspectives and Possibilities, 1974-84," in Food Policy, 
ed. J. Price Gittinger, Joanne Leslie, and Caroline Hoisington (Balti
more, Md.:. Johns Hopkins University Press, 1987). 

2. See U.S. Agencyfor International Development, Strategies for Sus
tainable Development (Washington, D.C.: USAID, 1994). 

3. See United Natioos, World Urbanization Prospects: The 1992 Revi
sion (New York: UN, 1993). 

4. Actual contract prices, rather than "posted" prices, are shown in 
Figure I. The latter seem to have become increasingly unreliable 
through time-perhaps an unintended consequence of calculation pro
cedures that made market loans for rice in the United States a function 
of "world" prices. 

5. Some of the most vexing problems arise because of the interaction of 
rice prices and policies across countries. If all countries decontrolled, 
the international market for rice would presumably be less thin and 
more stable. But what should a country do unilaterally if other coun
tries choose not to change policy? Should it live. with the international 
instability, or stabilize prices internally, thereby destabilizing the in
ternational price even more? And if multiple countries start to stabilize 
domestically, at what point does the "international market" break 
down completely? · 

6. An exception is C. Peter Timmer, "Does BULOG. Stabilize. Rice 
Prices in Indonesia? Should It Try?," Bulletin of Indonesian Eco
nomic Studies, forthcoming. 

7. For· a cogent review of these models, see Nural Islam, editor, P opula
tion and Food in the Early Twenty-First Century: Meeting Future 
Food Demands of an Increasing Population (Washington, D.C.: Inter
national Food Policy Research Institute, 1995). 

8. Title II' s current uses are famine relief and development projects, w.ith· 
distribution handled largely by NGOs. It contrasts with Title I, which 
is predominantly balance-of-payment support, and with Title III, 
which is typically used in the context of policy reform. 
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9. For further development of this point, see Walter P. Falcon, "Whither 
Food Aid," in Agriculture and the State, ed. C. Peter Timmer (Ithaca, 
NY: Cornell University Press, 1991). 

10. Causality in proposition seven runs from appropriate growth to pov
erty alleviation to food security. Interestingly, Robert Fogel, in his 
1994 Nobel lecture, argues the reverse causality as being among the 

. most important food-related historical lessons for the longer run: 
" ... when the labor input is adjusted for intensity (measured by calo
ries), improved gross nutrition accounts for roughly 30 percent of the 
growth of per capita income in Britain between 1790 and 1980." See 
Robert W. Fogel, "Economic Growth, Population Theory, and Phi
losophy: The Bearing of Long-Term Processes in the Making of 
Economic Policy," American Economic Review 84 (June) 1994: 369-
395. 

11. See World Bitnk, The East Asian Miracle: Economic Growth and 
Public Policy (New York: Oxford University Press, 1993). 

12. The urban poverty data published for China appear to be the weakest 
of the base numbers and probably should be used with considerable 
caution. 

13. ·A recent review article by Dasgupta is eloquent on this point: " ... the 
study of a single [optimising] household is not a propitious one in 
which to explore the possibilities of collective failure." See Partha 
Dasgupta, "The Population Problem: Theory and Evidence," Journal 
of Economic Literature 33 (December) 1995: 1879-1902. 

14. See Christopher Udry, John Hoddinott, Harold Alderman, and 
Lawrence Haddad, "Gender Differentials in Farm ·Productivity: Im
plications for Household Efficiency and Agricultural Policy," Food 
Policy 20 (October) 19.95: 407-423. 

15. For a· fuller account of the Indonesian food policy story, see Walter P. 
Falcon, "Lessons from.Indonesia's Food Policy," in Beras, Koperasi 
Dan Politik Orde Baru, Bustanil Arifin 70 Tahun, ed. Subiakto Tjak-
rawerdaja (Jakarta: Pustaka Sinar Harapan, 1995). · 
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