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Abstract

The purpoe of this atide is to andyse severd compensatory food security
programmes  implemented in Brazil and to discuss their desgn and results The
progranmes andysed ae the federd programme entited PRODEA and a highly
capillay dae progranme cdled Cesta do Povo (“Peopleés Foodbasket”). The
underlying condusion is that current programme designs ae ineffective and inefficient
and that a direct income trandfer to the poor would have a greater redidributive impact,
in addition to fostering higher levels of economic efficiency.




1. Introduction

Socid policies involve income tranders, whether in monetary form or through the
provison of services and ae independent of individua or socio-occupationd group
bargaining power. One can thus see the welfare dae as a specific sysem of tax-based
socid tranders whose objective is to promote individud wefare through redigribution
of income and wedth (assats), with a commitment to the idea of judice™ According to
Van Paijs (1991, ch. 10), the issue of jusice emerges because resources? are scarce’
and principles of dtruism and homogeneity do not prevall in our sodeties to orient
people s behaviour.

Agan according to Van Paijs (1995), there are three welfare modds in Western
higory: the fird, of Bigmarckian ingpirdtion, is based on an obligaory socd security
sysem, functioning ex-post in favour of those who have pad into a fund as workers
over the course of ther working life and who can draw on this fund if circumstances
should make it necessary. It is a modd in which persond interest prevals, with the god
of redudng risk and from which the notions of olidarity and equity are absent. A
second, Beveridge-type mode is based on the idea of ex-ante transfers (for example for
hedth, education, ec) and thus hinges on a dronger notion of solidarity than the
previous modd. In this case, the collective interest prevals over the individud, and the
idea of security is extended to dl, not by virtue of paying in, but as a right of
dtizenship. Findly, Paijs idetifiess a third modd ingpired by Thomes Paine* and
therefore refered to as Painean, where a dandard basic income or citizen's wage is
trandered unconditiondly to dl individuds regadess of ther sodd condition or
whether they have paid into a socid protection system. Here, the idea of equity sugtains
the argument. The god is to “atribute equa purchasng power to dl to be used in a
competitive market” (Van Parijs, idem., p. 70).

This different idea of equity has now led to the formulaion of a new conceptud
framework for socid policies a the turn of this century, as an dternative to the wdfare

date sysem. Many contemporary thinkers, especidly those in favour of adopting a
minimum income or a negdive income tax,”> and adso policy-makers, have induded on
the socid agenda the guarantee of citizens economic rights regardiess of on€'s work or
any other form of pay-in to the sysem. These rights refer not only to guaranteed

! dos Santos (1987, p. 37) defines socid policies as follows: “A socid policy is any policy that orders
dramatic choices according to a consistent and coherent principle of justice’.

% The reference hereis not limited to material resources, an example cited isthe issue of power.

3 Scarcity done is inaufficient to explan the emergence of the issue of judice Other “circumdances’ are
necessary for thisissue to emerge, like egotism and pluralism

4 Thomas Paine wrote Agrarian Judtice in 1796, defending the notion that each individua, from birth
onwards, should receive an unconditional income derived from his lack of accessto assets like land, €tc.

5 John Friedmann, Eduardo Suplicy, and Antonio Maria, are some of the authors who explore negative
income tax as a way of combating poverty and redistributing income. For the debate on this theme, see
Lavinasand Varsano (1997). Amongst other reasons, the work-based society is shrinking day by day.




income, but to the assurance of accessng an initid endowment common to dl, as
illustrated by recent proposals, induding that drafted by Ackerman and Alstott (1999).°

The notion of sodd protection - whatever the models - has nonethdess been
heavily chdlenged snce the mid-1980s, when both growing fiscd and demogrgphic
pressures and the expandon of guaranteed coverage for the potentid target public
fudled chdlenges of the principle of judice as the cornerstone for redidributive modes.
A didinct philosophica focus has developed, where the issue is no longer the right to
socid protection coinciding with that of dtizenship, but the necessary reaionship
between socid bendfits and citizens respongbilities. According to Gilbert (1995), the
guestion was the following: to wha extent do the socid rights granted by the Wdfare
Sae ental individud responghilities? Thus reshaped, the debate shifts from the fidd of
rights to that of individud responsbilities’ while the concept of mords is juxtaposed to
tha of judice i.e, a mordity imbuing rights with responghiliies In short, the
beneficiaries of trandfers are expected to honour the socid commitments required of
them, or dse suffer sanctions. Rights are now conditioned. Hence, the issue is no longer
thet of unconditiond citizens rights.

The debate over the best system for socid trandfers, the basis of which is the
principle of judice, centers on another underlying principle, that of market logic. Rather
than focusng only on the notion of redidgribution, atempting to minimize its tradeoffs
with wdfare, this goproach introduces the notion of efficency - effident redigribution -
thus forging a new paradigm cgpable of deding with the chalenges raised by scarce
resources in cgpitdis societies Bowles and Gintis (1998) recdl that the success of
poliicd movements and idedlogies like socdism, radicd  democracy, socid
democracy, and others committed to the idea of equdity, sems from the fact that they
have trandated “demands for redidributive judice into economic draegies’.
“Expenditures on land didribution, socid protection, equa wage policies, centrd
planning, and investment in human capita become aitractive because they suggest that
it is posshble to link redidribution of economic advantages to improved performance by
the economic sysem as a whole€’ (idem., p. 3). It is presumed that these two types of
vdue - equity and effidency - may be compatible or contredictory depending on the
mechanisms used to generate more equity, i.e, as a function of the inditutiond design
fostering more or fewer redidributive vaues. “To move towards a more equitable
didribution of assts not only provides more equdity in the wefare of individuds but
a0, by increasing productivity, it increases the pie to be divided” (op. cit., p. 86).

® The authors propose to alot an endowment of US$ 80,000 (transferred over the course of 4 years) to
every individud who has completed secondary school, thereby guaranteeing truly equal opportunities
within a context of free trade and economic opening. The underlying principle in this transfer is that of
individua and collective responghility in an environment of free choice (eech beneficiay may “use the
money as he or she wishes. open a business, invest in more education, purchase a house, or educae a
family or savefor the future” p. 5).

" Note that the concept of “employability” is also based on this. It is the responghility of individual
workersto increase their employability, i.e., to increase their individua aptitude for the labour market.




2. Compensatory programmes and their interpretation in the
field of food security

Compensatory programmes ae pat of the inditutiond framework of socid
policies They derive from socid relief as prectised origindly by the Church. They ae
bassd on vaues of <olidaity, indigpenssble in modern, heavily differentiated, and
unequal societies® snce they dlow for the mitigation of povety by providing an
increese in common wefare. But such programmes do not necessarily incorporae the
vaues of equity. For this very reason, they tend to be sdective and not universd. They
dand out from among socid policdes committed to the quest for greater equity in that
they sarve a specific dientde, the poor. According to the classfication proposed by
Abranches (1992), this sdectiveness, based on the criteria of need, is a form of podtive
discrimingtion. Such policies are generdly specific and of limited duration, having a
complementary and resdud naure. Even o, they are absolutdy essentid to the target
group, a needy population, whatever the need may be, an aspect which itsdf chdlenges
the resdud nature of the benefit dlotted to them.

Compensstory  programmes  focusng on the drugge agang hunger  and
manutrition have a long-danding tredition in Brazil. Based on dudies by Drabe,
Cagro, and Azeredo cited by Vadladares (1999) identifies an important set of federd
programmes edablished in the 1940s (the socdled Workers Food Programme) and
renewed for severd decades, the god of which was to reduce the risks of hunger and
malnutrition.

Digtribution of foodbaskets to the mogt needy has without doubt been the mogt
commonplace inditutiond form of the compensaiory gpproach to food security in
Brazil, amed a guaranteeing grester access to food by those whose income is
insufficient to purchase an adequate diet in terms of cdorie and protein intake® In
addition to this programme which wes intended to be of limited duraion but whose
scde denotes both the persgence of the problem and the lack of efficacy in the
goproach to it, there have been other forms of public intervention in this area sSnce the
late 1990s, of a more dructurd type - like the schod lunch programme and provison of
foodduffs to the hedth and socid assgtance network - or through subsdized marketing
of foodstuffs and meals.™

Although persgent in thelr designs and moddities, compensatory programmes are
acknowledged to be less than effective and/or efficient, adding little to the wefare of
socid groups suffering from food security risks and  extreme poverty. Such

® The classic text by T. Marshdl, Social Class and Citizenship, is one of the firs to explain the link
between socia policy and citizenship.

o According to the CONAB (Brazilian Nationd Council of Supply) website, PRODEA’s baance sheet is
postive, since the number of foodbaskets distributed by the government's Comunidade Solidéria
(Community Solidarity) programme increesed from 31 million 1995 to 7.5 million in 1996 and 14.8
million in 1997, reaching a total of 29.8 million in 1998. The figure is surprisng, since the programme is
intended as an emergency reief intervention.

1 Compensatory programmes are classified as structural, emergency, or subsidized-marketing (Lavinas,
1998) ch. IlI.




ineffectiveness ends up discrediting this type of intervention, incressingly viewed as
futle by socety a lage However, the scope of the deditution dill jeopardizing
Brazil's development today forbids one from ruling out compensatory meesures that
might truly dleviate poverty and guarantee a basc sandard of living. On the contrary, it
is crucid to provide such measures with consstency and to devise a new framework for
them to gain in effectiveness.

In Western democracies, compensaiory policies remain current and  extensve,
unquestionably indispensable, and taking the form of direct income trandfers to families
or individuds Minimum or subssence income and housng subddy polices and even
those aimed a ensuring access to food, like the US Food Stamps Program,™ dl focus on
covering income deficits The vast mgority™ do not consist of the free provison of a
service™ or products in kind, but of a monthly monetary stipend, which may or may not
be tied to the explicit purpose of granting the berefit (Ross, 1998).

The oppodte occurs in Brazil, Snce monetary income supplements are limited to a
vay few programmes such as that of lifeime monthly income - with broad coverage
true, but with a high degree of verticd inefficiency - and other negligible benefits
digributed by the Feded Socid Assgance Act (LOAS), in addition to some locd
scholarship programmes. Food supplement programmes for socid groups & risk dmost
invarigbly use didribution of the benefit in kind (food commodities or in the form of
medls).

The debate over the best moddity for benefits - whether in kind or tickets™ or
through some income dlotment - involves two opposng arguments, as noted by Ohls
and Begbout (1993). The fird emphasizes the advantage of the benefit n kind or in the
form of ticketls or Samps as opposed to a mongary dipend, snce it leads the
beneficiary families to consume larger amounts of food, the ultimate god of such a
relief policy. Severd dudies conducted in the United States conclude that Food Stamps
leed to increesed food consumption (Ross, 1998, Freker, 1990, Freker, Matini and
Ohls 1995). This agpect is pogtive in tha taxpayers and citizens view it favourably in
generd, who would not gppreciate fostering consumption of other less essentid goods,
generating risk of leskage, and dso because when families eat more food they probably
improve ther sandard of living. The emphasis on this line of argument sems from the
taxpayer's preference for the efficient use of public funds. In-kind bendfits dso tend to

be supported by the farm lobby.

™! Note that the Food Stamps Programme replaced a direct food commodities distribution programme.

2 In the United States, the FSP (Food Stamps Programme) and the WIC (Specia Supplemental Nutrition
Progranme for Women, Infants, and Children) provide a direct guarantee of stamps for beneficiary
families, grictly tied to the acquisition of food in order to increase daily consumption. Still in force is the
Emergency Food Assstance Programme, also based on subsidized food purchases. Meanwhile, the NSLP
(Nationd School Lunch Programme), SBP (School Breskfast Programme), and CCFP (Child Care Food
Programme) trandfer funds preferentidly to participating schools and secondarily to low-income families
selected as beneficiaries.

% For example, providing free housing in a government-owned building.

4 \Whether they are stamps, coupons, credit cards, or some similar modality.




The other gpproach, favouring dlocation of a monetary dipend, ligs a series of
disadvantages to the in-kind agpproach: (a) condraints on the beneficiaries freedom of
choice in ther use of the resources dlocated to them, reducing the possble leve of
wdfae for their families (b) inctement to fraud by teking short-cuts in the
adminisration of in-kind benefit; (c) and high administrative costs of in-kind benefits™®
and (d) socd gigma weighing on families or individuds who ae more esdly seen as
indigents when receiving ad in kind.

Those in favour of adopting dipend-type benefits contend that it is essentid to
reduce the monetary deficit of the more vulnerable families, dlowing them to live more
comfortebly, dthough this may involve mgor “leeks’: according to etimaes by
American researchers (Ross, op. cit,, p4) every dollar tranderred in the form of food
samps leads to a mean increase of 30 cents in food expenses, with the figure dropping
to 10 cents on the dallar for no-grings-attached monetary stipends.

In Brazil, food commodity dockpiles for regulating minimum crop prices were
used to guarantee low costs of foodduffs didributed by the federa government in
emergency woak fronts. Although these stockpiles have been dredticdly reduced due to
the opening of the Brazilian economy, thereby greetly increesng the cost of purchesing
gran (a maket prices) for digributing besc foodbaskets, this form of in-kind benfit
dill prevals in reief programmes. The cogt of this gpproach has never been properly
assessed™ in any of the moddities now employed in compensatory programmes. The
hypothess tested in the following chepters is that the benefits provided by these
programmes are margind. It should aso be mentioned that it is practicdly impossble to
meesure their nutritional impact.

The purpose of this atide is to invedigate whether, in the Brazilian case, the
choice of mondary income-type benefits in programmes to camba food deficency
among at-risk groups should prevall over other modds of the in-kind bendfit type. Firg,
we will edimate the overdl food deficiency scenario in Brazil today, since it is people
without food who form the potentid target population for food security programmes
and who normdly use the in-kind benefits. In addition, we will corrdate these data with
the approximate annual cost and coverage of programmes like PRODEA. Second, we
will take as our case study the State of Bahia, which has awe of the broadest and mogt
effective compensatory programmes in Brazil for subsidizing marketing of food
produce, cdled the People’s Foodbasket Programme (Lavinas, 1998, ch. Ill). The idea

1 According to estimates in the United States, administrative costs of the Food Stamps Programme were
14 per cent of the tota in 1996, split 50-50 between the Federd and State governments. If a monetary
income transfer were adopted, there would be a yearly savings of 3 million dollars in a programme whose
annual cost was US$ 26 hillion in 1996, reaching 255 million people, i.e, gpproximately 10 pea cent of
thetotal US population or 70 per cent of the poor population.

® A study on the Brazilian Northeast by the World Bank, published in December 1998 and entitled Public
Expenditures for Poverty Alleviation in Northeast Brazil: promoting growth and improving services
merely dtated on page 43 that there is no avalable information for evduating the degree of efficiency in
targeted food handouts, showing once again that this type of policy (as implemented) fails to alow for
any sort of evauation concerning its qudities or flaws. In fact, even the Companhia Naciond de
Abagtecimento, or Nationd Council of Supply (CONAB), which generates and coordinates the
digribution of foodbaskets under the Federa programme, lacks a rigorous edtimate of either its direct
benefits or administrative costs.




is to asess the contribution of these programmes to reducing poverty in the target
group, as compared to the agument according to which direct monetary income
trandars ae more effective. Findly, we will compare the cogt of digributing a
foodbasket under PRODEA with its retal equivdent in three mgor Brazilian cities for
which we have the gppropriate available data

3.  Scope of aprogramme to combat food deficiency

The degree of food deficency depends essentidly on the family or individud
income defict, thus varying condderably as a function of the gap between dispossble
income and the minimum amount necessaxy for acquiring a given st of foodduffs.
Acute degrees of food deficiency can be a synonym for hunger, but does not necessarily
take thisform.

To edimae the number of families auffering some degree of food deficency in
Brazil, one needs to choose a cut-off line as the sdection criterion for this group. There
ae vaious ways to draw such a line, depending on the varigbles to be aggregated
(income, individua consumption, etc.).

In this sudy, we took the required 2200 kcd daly inteke recommended by the
Food and Agriculturd Organisation (FAO) as the minimum nutritiond dandard.  To
define the food deficency cut-off line we cadculated the cost of this intake based on the
price of the 13 food products meking up the officid Saple foodbasket under Brazilian
Federd Act No. 399 of 1938, a price survey of which is peformed monthly by the Joint
Trade Union Depatment of Sdigics (DIEESE) for 16 Brazlian dities'’ We
extrapolated these vaues to the urban areas of the Brazilian dates, using as estimates
the vaues for ther respective capitd cities and in the absence of which, ascribing the
vaue for the cepita city closest to that dtate. To cdculate vaues for rurd aress, we
subtracted 30 per cent® (Rocha, 2000) from the vaues for urban aress. Table 1 shows
that as expected, the rurd Northeast is the area which has the lowest cut-off line for
povety defined as food deficiency, while the urban South and Southeest have the
highet lines. We should dress that the totd estimate for Brazil was based on
differences in regiond prices (broken down by state and by rurd versus urban aress). It
isthus aregiondly weighted total.

Y The 13 products surveyed by the DIEESE are sugar, coffee, boneless beef, rice, bread, bananas,
tomatoes, beans, vegetable oil, margarine milk and from these, the DIEESE surveyed the prices of
products in the following cities: Floriandpolis, Bdo Horizonte, Jodo Pessoa, Curitiba, Porto Alegre, Rio
de Janeiro, Salvador, S8 Paulo, Brasilia, Goidnia, Fortaeza, Recife, Beém, Vitdria, Natal and Aracgju.

8 This procedure is justified to the extent that we observed in other surveys that rura poverty is on
average 30 per cent below that of urban poverty.




Table 1.

Monthly cost of purchasing 2,200 kcalories a day at basic foodbasket prices, based

on DIEESE survey prices

Region

State

Montly cost of
consuming Kcal / R$

Central-West

Northeast

North

Southeast

South

Source: National Sample Household Survey (PNAD), 1997

Notes

Distrito Federal
Goias

Mato Grosso

Mato Grosso do Sul

Alagoas

Bahia

Ceard

Maranhao

Paraiba
Pernambuco

Piauf

Rio Grande do Norte
Sergipe

Acre
Amapé
Amazonas
Para
Ronddnia
Roraima

Tocantins

Espirito Santo
Minas Gerais
Rio de Janeiro
Séo Paulo

Parana
Rio Grande do Sul
Santa Catarina

Rural

40.05
35.81
35.81
35.81

35.12
34.23
33.01
33.01
33.35
35.28
33.01
35.50
35.12

37.29

36.55
41.12
40.77
44,56

43.03
41.82
36.82

1. Basic foodbasket according to Federal Act 399/1938, including, for the Northeast, 3kg sugar,

0,3kg coffee, 4,5kg boneless beef, 3,6kg rice, 6kg bread, 7,5kg bananas, 12kg tomatoes, 4,5kg beans,

0,9Ikg vegetable oil, 0,75kg margarine, 6 liters milk, and 3kg manioc flour, and for the other regions

of Brazil, 3kg sugar, 0,6kg coffee, 6kg boneless beef, 3kg rice, 6kg bread, 7,5kg bananas, 9kg tomatoes

4,5kg beans, 0,91kd vegetable oil, 0,75kg margarine, 6liters milk, 1,5kg wheat flour, and 6kg potatoes.

2. Prices surveyed for the capital cities in 1997 current values.

3.1US$=R$ 1.09in September 1997.

Urban

57.22
51.15
51.15
51.15

50.18
48.90
47.15
47.15
47.65
50.41
47.15
50.72
50.18

53.27
53.27
53.27
53.27
53.27
53.27
53.27

52.21
58.74
58.24
63.65

61.47
59.74
52.60




Graph 1
Population distribution by per capita family income (PCFI)
in daily calories based on foodbasket surveyed by DIEESE
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Based on the cdculations of cut-off lines for food deficiency, we esimated the
proportion of poor families, the mean gap per capita (i.e, the gap between the poverty
line and the food deficiency cu-off ling), the mean number of members in these
families, the number of families the totd number of individuds and the potentid target
public for a hunger eradication programme. For Brazil as a whole, some 21 per cent of
the totd population lack the necessary income to acquire ther minimum daly cdorie
intake, as shown in Grgph 1.

Table 2 shows that, the Northeast is the mogt criticd region of Brazl, i.e, with the
largest proportion of families suffering food deficiency, together with the State of
Tocantins. According to the above criteria, over 7 million families would be incdluded in
the target group. A totd of gpproximatdy 32 million individuds would benefit from
such aprogramme.

Having edimaed the target group for a nationd progranme to comba food
deficiency, it is necessary to caculate the monthly cost. We estimated the benefit to be
dlotted per family, snce we contend that an income didribution progranme should be
concaved of in the family raher then in an individud ocontext. Thus we initidly
edimated the per capita gap, based on the mean number of family member (column 2 of
Table 2). As shown in Table 3, for a mean benefit of R$95.60, the programme would
cost about R$712 million amonth, or some R$3.5 hillion ayeer.




Table 2. Target population of a national food deficiency eradication programme (2,200 Kcal)

Region State Percentage Mean Mean number Number Approximate
of all per capita members of target
poor families  GAP (R$)  in poor families poorfamilies  population
Brazil 17.20% 436 7447535 32 474575
Center-West
Distrito Federal 9.42% 3398 390 48 676 189 597
Goias 1341% 2319 389 181 759 707 521
Mato Grosso 13.63% 21.74 437 86 635 378778
Mato Grosso do Sul 13.25% 2459 414 74 547 308 704
Northeast
Alagoas 28.19% 22.28 462 194 506 899 502
Bahia 27.18% 19.25 473 903 310 4269070
Ceara 30.39% 20.06 480 532 040 2553755
Maranhao 39.23% 19.81 483 500 208 2417150
Paraiba 27.39% 19.36 451 240 559 1086 054
Perambuco 28.74% 21.63 449 554 786 2489946
Piaui 37.82% 2055 461 22774 1165490
Rio Grande do Norte 26.09% 2219 451 171 061 771213
Sergipe 29.11% 22.14 434 120 184 521 109
North
Acre 24.21% 32.07 39 21488 85019
Amazonas 22.80% 2642 513 98511 505 406
Amapa 25.88% 31.60 455 21941 99728
Pard 271.56% 26.44 455 200217 951 318
Rond6nia 13.07% 25.63 429 27113 116 296
Roraima 8.67% 26,67 446 3778 16 852
Tocantins 30.64% 2353 4.66 148 192 690 178
Southeast
Espirito Santo 15.89% 23.77 421 127 692 537 797
Minas Gerais 16.72% 24.95 449 779 152 3499327
Rio de Janeiro 9.19% 29.84 383 383989 1471715
Séo Paulo 9.10% 3398 365 901 569 3286228
South
Parana 16.09% 22.65 39 421 337 1680233
Rio Grande do Sul 11.45% 27.95 400 #1223 1364 599
Santa Catarina 7.22% 2453 407 101 299 411 991

Source: National Sample Household Survey (PNAD 1997)
Notes: 1. Prices surveyed for the capital cities in 1997 current values

2.1US$=R$ 109 in September 1997

3."Poor" families are those below the food deficiency cutoff line

4. Figures for target population calculated on more detailed information than shown in this table




Table 3.

Estimated cost of a national food deficiency programme (2,200 kcal)

Region State Number Mean Benefit/ Estimated
of benefit minimum wage ~ monthly cost
poor families  per family (R$) ratio 2 by State (R$)
Brazil 7 447 535 95.6 0.8 711701 294
Center-West
Distrito Federal 48 676 1135 1.0 5524 142
Goids 181 759 81.3 0.7 14 778 461
Mato Grosso 86 635 82.8 0.7 7169 826
Mato Grosso do Sul 74 547 91.5 0.8 6823 436
Northeast
Alagoas 194 505 935 0.8 18 176 298
Bahia 903 310 84.3 0.7 76 103 868
Ceara 532 040 91.7 0.8 48 789 132
Maranh&o 500 208 92.5 0.8 46 262 237
Paraiba 240 559 84.2 0.7 20 243 521
Pernambuco 554 786 90.1 0.8 49 995 650
Piaui 252 774 91.7 0.8 23184 431
Rio Grande do Norte 171051 89.0 0.7 15 227 473
Sergipe 120 184 90.7 0.8 10 900 689
North
Acre 21 488 113.9 1.0 2446 989
Amazonas 98 511 120.0 1.0 11 821 320
Amapa 21941 120.0 1.0 2632920
Para 209 217 107.1 0.9 22 409 442
Rondonia 27 113 100.6 0.8 2728571
Roraima 3778 92.5 0.8 349 265
Toc antins 148 192 98.3 0.8 14 561 198
Southeast
Espirito Santo 127 692 90.3 0.8 11524 714
Minas Gerais 779 152 103.3 0.9 80 501 985
Rio de Janeiro 383939 97.8 0.8 37 566 796
Séo Paulo 901 569 1131 0.9 101 958 438
South
Parana 421 337 87.5 0.7 36 858 561
Rio Grande do Sul 341223 101.6 0.9 34 664 162
Santa Catarina 101 299 83.9 0.7 8497771
Total annual cost, Brazil 8540 415 523

Source: National Sample Household Survey (PNAD 1997)
Notes: 1. Prices surveyed for the capital cities in 1997 current values.

2. The value of the monthly minimum wage in September 1997 was R$ 120,00.

3. When the value of the monthly benefit is more than the minimum wage, the benefit is set at one minimum wage.
4,1US$=R$ 1.09 in September 1997
5.Figures for target population calculated on more detailed information than shown in this table
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Snce full reief for the poor entals an enormous cod, we peformed severd
gmuldions to illudrae various scenarios of the degree of satifaction of cdorie
requirements, in order to edablish the optimum codt-benefit reaionship. Grgph 2
illustrates the digtribution of the target groups in the various food deficiency brackets 4
per cent of the Brazlian populaion fal to consume even 550 kcd/day, i.e, they fal to
meet even 25 per cent of the minimum daily requirement. The figure increases to 8 per
cent for 50 per cent of the minimum daily caorie requirement and 14.5 per cent for 75
per cent of the required dally intake.

Graph 2

Population distribution by per capita family income (PCFI) in daily
calories based on foodbaskets surveyed by DIEESE

2.400 )
100 % of requirement

2.200 == PCF| in
| keal/day
2.000 75%of
requirement

1600 / — 2.200 kcal/day
1600 A per capita
1.4001 50% of
requeriment 1650
1.200 Lo
1.0001 per canita
4 - 25%of
800 reqqui ment _1.100 keal/Day
71 per capita
600
4001 550 kcal/Day
2001 per capita

PCFIl in kcal/day

0 2 4 6 8 10 12 14 16 18 20 22
% of the population

Tables 4 and 5 repeat the cdculaions shown in Tables 2 and 3, but are based in
megting only 75 per cent of the required inteake of cdories Based on this option, we
caculated the target population and cost of programme adjused to the 1,650 kcd cut-
off line. The proportion of poor/needy families thereby drops to 11 per cent. The target
group, in turn, drops from 32 million to 21 million. In reaion to the mesn monthly
benefit transferred to families, there is a reduction of dmost 20 per cent, from R$95.56
to R$76.22. The oveadl cogt of the programme is reduced to R$384 million a month or
R$4.6 hillion a year. In other words, 68 per cent of the demand would be met with a
littte over 54 per cent of the funds needed for full coverage. (Tables 3 and 5). The
difference between the 100 per cent scenario and the 75 per cent scenario is summarised
in Table 6. This table leads one to conclude that coverage of 75 per cent of the FAG
defined minimum daily cdorie intske would be quite reasonable, since the degree of
coverage would be high (virtudly 70 per cent of the target population under the full
progranme, or 5 million families), while the cog would be hdf tha of a programme
targeting full sstisfaction of the minimum daily caorieintake.




Table 4.

Adjusted* target population for a national food deficiency eradication programme

(1,650 kcal)
Region State Percentage Mean Mean number Number Approximate
of all per capita members of target
poor families GAP (R$)  in poor families poor families  population
Brazil 11.7% 4.3 5043 746 21815917
Center-West
Distrito Federal 73% 2171 358 37785 135 353
Goids 79% 2308 376 106 429 400 413
Mato Grosso 85% 2021 422 53727 226 996
Mato Grosso do Sul 88% 21.73 403 49 379 198 787
Northeast
Alagoas 19.6% 184 4.6 134 874 619 189
Bahia 18.1% 153 4.7 602 087 2864315
Ceard 21.3% 16.0 4.9 37334 1821371
Maranhéo 28.6% 154 49 364 076 1796 639
Paraiba 19.2% 15.0 4.6 168 791 783 303
Pemambuc o 19.0% 181 4.6 367 049 1670469
Piaui 28.1% 159 4.6 187 879 869 269
Rio Grande do Norte 17.1% 19.4 45 112 222 503 272
Sergipe 19.9% 183 44 82312 360 544
North
Acre 19.3% 243 4.0 17 128 68 195
Amazonas 15.3% 22.6 5.1 15628 78 852
Amapa 184% 277 4.3 65 899 281 787
Para 18.0% 22.7 4.4 136 292 599 580
Ronddnia 84% 219 4.4 17311 76 763
Roraima 6.0% 22.6 4.0 2616 10 462
Tocantins 20.4% 194 4.6 98 522 448 873
Southeast
Espirito Santo 10.6% 20.7 4.1 84 966 351174
Minas Gerais 12.1% 189 44 562 250 2489013
Rio de Janeiro 64% 254 35 268 682 942109
S&o Paulo 6.0% 330 35 590067 2077077
South
Paran 9.3% 20.8 4.1 243 94 993 165
Rio Grande do Sul 80% 228 3.8 237583 127
Santa Catarina 45% 245 3.8 62 814 237 676

Source: National Sample Household Survey (PNAD 1997)
Notes: 1. Prices surveyed for the capital cities in 1997 current values.

*1.650 kcal=75% of calorie requirement

2. 1US$=R$ 1.09in September 1997




Table 5. Cost of adjusted (75%) national food deficiency eradication programme (1,650 kcal)

Region State Number Mean benefit Benefit/ Estimated
of per family minimum wage monthly cost
poor families (R$) ratio 2 by State (R$)
Brazil 5043 746 76.22 064 334 413 009
Center-West
Distrito Federal 37785 85.6 0.7 3234434
Goias 106 429 75.8 0.6 8067 425
Mato Grosso 53727 714 0.6 3834496
Mato Grosso do Sul 49 379 76.2 0.6 3762433
Northeast
Alagoas 134 874 728 0.6 9815590
Bahia 602087 63.2 0.5 38 075982
Ceard 37334 70.6 0.6 26 365 764
Maranhdo 364 076 705 0.6 25 669 178
Paraiba 168791 63.6 0.5 10 740 003
Perambuco 367 049 71.6 0.6 26 261 989
Piaui 187879 69.5 0.6 13049 136
Rio Grande do Norte 112 222 72.2 0.6 8105907
Sergipe 82 312 718 0.6 5907 450
North
Acre 17128 79.9 0.7 1368185
Amazonas 15628 99.7 0.8 1557 955
Amapa 65899 984 0.8 6484 396
Para 13 292 85.0 0.7 11577733
Ronddnia 17311 80.0 0.7 1375376
Roraima 2616 66.7 0.6 174 474
Tocantins 98 522 75.1 0.6 7403337
Southeast
Espirito Santo 84 966 739 0.6 6279242
Minas Gerais 562 250 74.1 0.6 41672 283
Rio de Janeiro 268 682 75.9 0.6 20395 113
Séo Paulo 590 067 104.2 0.9 61 483 801
South
Parana 243 9% 758 0.6 18495 965
Rio Grande do Sul 237583 77.6 0.7 18 445 944
Santa Catarina 62 814 76.6 0.6 4809417
Total annual cost, Brazil 4612 956 107

Source: National Sample Household Survey (PNAD 1997)

Notes: 1. Prices surveyed for the capital cities in 1997 current values.

2. The value of the monthly minimum wage in September 1997 was R$ 120,00.




Table 6. Comparison of the cost of two calorie intake scenarios

% of FAO requirement Calorie Number Annual
intake of Families Cost (R$)
% 1650 Kcal 5043 746 4612 956 107
100% 2200 Keal 7447535 8540 415523

Note: 1US$ = 1.09 in September 1997

Wha remains to be determined is the impact of such a programme on the public
deficit, conddering its possble implementation before deectivation of other Smilar (but
highly inefficent and less effective) programmes whose funds could be redlocated
(perhaps to a fund) with a view towards a direct monetary income trandfer to the target

group.

Table 7. Estimated impact of the income distribution programme on the expected public
budgetary deficit — Brazil 1999

Estimated GDP, 1999 R$ 1 tihdo
Expected 1999 public deficit as % of GDP 80%
Expected 1999 public defict in reals (R$) R$ 80 bihdes
Cost d implementing the income distribution programme to meet

75% of required kcal intaket R$ 5 bihdes?
Impact of the income distribution programme as % increase in public budgetary deficit 05%

Sources: GDP market analysts; deficit - market analysts; income distribution programme - Lavinas, L. and staff. IPEA.
Notes:
1.The required daily calorie intake is determined by FAO.

2. Figures updated to June 1999 according to General Prices Index (Getulio Vargas Foundation)

As shown in Table 7, implementation of the progranme, whose current cost in
1999 reds would be R$5 hillion a year, would represent 6 per cent of Brazil’s predicted
R$ 80 hillion 1999 deficit and increase the public deficit from 8 per cent to 85 per cent
of GDP.

4.  The Brazilian experience with hunger eradication
programmes: the case of PRODEA

Severd progranmes exid in Brazil amed a reducing food deficency among
vulnerable socid groups, with an emergency reief design. One of these is the so-cdled
Federd Emergency Food Digtribution Programme, or PRODEA.

PRODEA was cregted in 1993 as an emergency meesure to provide rdief for the
lov-income population hit by a drought in northern Minas Gerais Stae and the
Northeast region of Brazl. Later, the list of counties was expanded based on the Hunger
Map drafted by IPEA (1993). In 1995, PRODEA became pat of the Community
Solidarity programme, which has dnce been respongble for PRODEA's adminidration,
in conjunction with CONAB.
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CONAB is in charge of implementing the programme. Its roles indude defining
the locations for warehouses used to didribute food commodities to the counties
logigticd  support, ranging from purchasing the commodities to didributing them to the
couties and qudity contro. CONAB dso monitors and implenments decisons by
CONEX, the top agency in charge of monitoring PRODEA, with representatives from
the Federd government.

In CONAB, the Programme includes participation by locd governments and avil
ociety, the latter represented by a committee in each county. It is usudly the county
committee that sdects and enrols families, in addition to drafting monthly reports for
CONEX. The committee is in charge of organizing foodbasket didribution. As for the
locad governments, their man respongbilities are to sat up the county committees and
trangport the food commodities from the CONAB warehouses to the dtes where the
food is didributed in the county.

The conditions for erodment in the progranme usudly involve educaion (for
example patidpaing in literacy traning programmes, enrolling children in  schodl,
ec), hedth (showing the children's veccination cards etc), or community work
projects, among others.

The PRODEA goproach is a compensatory, didribution of foodbaskets It has
undergone structurd changes since it fird began operaions, due primarily to difficulties
in obtaining food commodities from government gockpiles As shown in Table 8,
between 1995 and 1997 two more commodities were added to the foodbasket (manioc
flour and macaroni), but there has Hill been a decrease in the totd amount of food
provided and epecidly in the cdorie content, with a drop of 20% from 1995 to 1996
and virtualy levelling off from 1996 to 1997.%°

Table 8. Contents of PRODEA monthly foodbasket per person

1995 1996 1997

Kg Kcal Kg Kcal Kg Kcal
Rice 10 35686 10 35 686 10 35 686
Beans 5 16 359 5 16 359 5 16 359
Manioc fiour - 17 700 2 7080
Com flakes 15 53100 5 17 700 5 17 700
Macaroni - - - 3 11070
Total foodbasket 30 105146 25 87 445 25 87 895

Sources: CONAB and Multicenter Study, UNICAMP
(1) - In force as in April 1997
Table prepared by L. Lavinas and staff, IPEA

Table 9 shows the PRODEA foodbasket’s mean per capita cdorie content state-by-
date in 1997, based on the number of members in poor families, according to data from
the Nationd Sample Household Survey (PNAD/97). Note that the cdorie content is
lower in Maranhéo (14.9 mil kcd/month) as compared to Séo Paulo, for example (19
mil kva/month). The overal figure for Brazl is 16.647 kca/month.

¥ |n 1998 there was a change in the foodbasket content. The new menu included 5kg of rice, 5kg of
beans, 5kg of corn flakes, 3kg of macaroni, 1 kg of manioc flour, 1kg of sugar, and 2 liters of vegetable
oil. The new caorie content wasin the order of 84,000 kedl.




Table 9. Calories provided by PRODEA foodbasket in 1997

State Number PRODEA PRODEA PRODEA
of total kcal/month kcallper capita/ kcallper capita/

poor families month day
Acre 489 87 895 17 975 59
Alagoas 575 87895 15 287 510
Amazonas 6.33 87 895 13880 463
Amapa 555 87895 15 828 528
Bahia 573 87895 15 342 51
Ceara 583 87895 15 068 502
Brasilia 471 87895 18 680
Espirito Santo 500 87895 17579 586
Goids 459 87895 1912 638
Maranh&o 587 87895 14 930 49
Minas Gerais 533 87 895 16 504 550
Mato G. Sul 502 87895 17521 584
Mato Grosso 530 87 895 16 585 553
Pard 558 87895 1574 525
Paraiba 544 87895 16 148 538
Pernambuco 539 87 895 16 305 54
Piauf 5.47 87895 16 078 53%6
Parand 482 87895 18254 608
Rio de Janeiro 470 87895 18712 624
Rio G. Norte 545 87895 16 120 537
Ronddnia 527 87895 16 678 556
Roraima 517 87895 16 996 567
Rio G. Sul 476 87895 18 467 616
Santa Catarina 494 87895 17 804 503
Sergipe 523 87895 16 792 560
Séo Paulo 451 87895 19 478 649
Tocantins 567 87895 15512 517
BRAZIL 528 87895 16 647 555

Source: National Sample Household Survey

Table prepared by Lavinas and staff. IPEA

In 1995, the PRODEA foodbasket provided 105 thousand kcd/month, dropping to
goproximatey 88 thousand kcd/month by 1997, or a reduction in cdories of some 17
thousand kecd, dmogt the equivadent of the monthly per capita quota for Brazil. In other
words, the equivaent of one member per family has been cut out of the food handouts.

With regard to the programmes scope, its activities were expanded extensvely
during the 1995-1998 period. As shown in Table 10, the number of counties served
increesed from 583 in 1995 to 2254 in 1998, or an average awnud growth of
aoproximately 57 per cent.

There was even heavier growth in the number of foodbaskets digtributed: from 3.1
million in 1995 to nearly 287 million in 1998, or an annud increese of some 110 per
cent. There was also an increese in the target group with the addition of indigenous
communities and landless encampments and the number of foodbaskets didributed to
them.
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The quedtion remains as to what extent the programme has succeeded in reaching
its target population.

Table 10. Relief interventions, PRODEA

No. Interventions Annual
95 96 97 98 growth rate
Municipalities 583 1094 1344 2254 5%
Indigenous communities 20 336 705 8%
Landless encampments 23 a3 84 71%
Rubber tappers/Amazonian Solidarity
Others *
TOTAL 583 1577 2,633 3,783 8%
No. Foodbaskets distributed Annual
95 96 97 98 growth rate
Municipalities 3073365 7240 227 14 236 551 28 660 563 110%
Indigenous communities 4075 100 703 180 291 284 999 312%
Landless encampments 25086 252 945 416 433 797 744 217%
Rubber tappers/Amazonian Solidarity 7418 31218 321%
Others * 28510
TOTAL 3102526 7593875 14 840 693 29803 04 113%

Notes:
1. Special interventions for families affected by forest fires in Roraima, acid spill from ship Bahamasin S&o José do Norte, Rio Grande
do Sul,

Source: GEPRE/SUPRI/DIPRI-CONAB and L. Lavinas, IPEA, 1999.

Table 11 shows the nationwide figures for the progranme's coverage®® Teking as
its focus the number of families which (according to the Naiond Sample Household
Survey-PNAD/97) lacked the income needed to acquire 2,200 kcd per cepita per day,
the coverage (totd 1) for PRODEA is 15.9 per cent (the ratio between the mean number
of foodbaskets didributed per month and the number of families a risk of food
defidency). Not oounting the provison to indigenous communities and landless
stlements, Amazonian Solidarity, and other specid handouts, this percentage increases
t0 16.6 per cent (tota 2) which is till far short of the potentia demand.?

% We chose to etimate two totals based on the mean number of poor families, estimated from the
National Sample Household Survey (PNAD), which does not collect data from the Northern Region of
the country.

! However, since we aso know that PRODEA does not have a nationwide scope and only works in some
counties, we edtimated its coverage considering only the counties where the foodbaskets are actudly
distributed. To do this, we congructed a coverage index with the following approximation: we considered
the total number of families benefitted per county for the last year with available data (1998) as compared
to the number of families with a per ceapita family income below the cost of 2200 Kca in 1991. We lack
data more recent than 1991 (when the last Nationd Census was held in Brazil) to calculate per capita
family income by county. To estimate coverage for the 1353 counties benefitted in 1998 we only
consdered 1042, due to county regpportionment (hampering subsequent geographic comparison) between
1991 and 1998. The programme's coverage increesed to some 50 per cent in these counties. Given the
incompatibilities in the reference data, we opted to discard this approximation, since it proved impossible
to etimate it more rigoroudly.




Table 11. Coverage

1997 Total 1 Total 2
Number of poor families 7 447535 7 447535
Mean number of breadbaskets distributed/month 1186 379 1236724
Coverage (%) 15.9% 16.6%

Note:

Total 1 does not include foodbaskets distributed to indigenous communities, landless encampments and to rubber
tappers through the Amazonian Solidarity Programme.

Total 2 includes all cited above
Source: SUPRI/DIPRI/CONAB and L. Lavinas, IPEA, 1999
Table prepared by Lavinas and staff, IPEA

In order to estimate the programme's efficacy and efficiency, we assessed its cost
dructure. For foodbasket didribution, CONAB reports having spent  gpproximately
R$296 million in 1997. Tddle 12, lising CONAB's expenditures and budget
percentages with PRODEA, shows thet the item “gsaff” consumes the largest portion of
the progranme's budget, followed by sockpiling (outlay of funds for food commodities
for the CONAB price-regulatory sockpile), purchases (acquigtion of food commodities
ontheloca market), and overheads (freight codts, Storage, €tc.).

Table 12. CONARB costs with PRODEA in R$, December 1997

1997
Overheads 4515424
Purchases 35517575
Stockpilling (1) 113 555 413
Staff (2) 142 385736
Total Cost (Less staff) 153 588 412
Total Cost, with staff, not including Brasilia 295 974 148

Notes:

1. Stockpiling by CONAB includes transfer of funs to regulate costs of food crop commodities (including freight, storage costs
and interests) vis-a-vis market prices.

2. Estimate of programme costs including total staff in CONAB regional offices and excluding staff in Brasilia.

Source: SUPRI/DIPRI/CONAB and Lavinas, IPEA, 1999.

Tables prepared by Lavinas and staff, IPEA.

Snce PRODEA is pat of a lager adminidraive dgructure involving other
activities besdes foodbasket didribution, not dl the CONAB daff peforms activities
directly linked to implementing the programme. To edimae daff expenses, we adopted
the following procedure; with data from CONAB itsdf to account for personnd. While
in the regiond CONAB offices the employess are dealy involved in the programme,
the same is not true to the same extent for employees dlocated to the centrd office in
Brasilia Thus, for a better estimate of the amount actudly expended on CONAB deff
for PRODEA, we cdculated the mean wages of CONAB employees and then subtracted
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from théa2 item “daff expenditures’ the amount corresponding to the centrd office in
Bredilia

Based on edimated totd cods we cdculaed the unit cost per foodbasket
digributed in the year 1997. Table 13 shows that without including the overdl cogt of
daff expenditure in 1997, the Federd government spent R$10.35 per foodbasket
distributed. Adding on the g&ff item, the unit cost dmost doubles, to R$19.94.

Table 13. Cost per foodbasket distributed in R$, December 1997

1997
Total PRODEA cost (less staff) 153588 412
Total PRODEA cost (with staff) (1) 295974 148
Number of foodbaskets distrituted 14 840 693
Cost of foodbasket (without staff) 10.35
Cost of foodbasket (with staff) 1994

1. Estimate of Programme cost including total staff in CONAB regional offices and excluding Brasilia
Source: SUPRI/DIPRI/CONAB and Lavinas, IPEA, 1999.

Table prepared by Lavinas and staff, IPEA.

In addition to Federd expenditures on the programme, according to our fidd
ressarch in the State of Bahia under the Food Safety and Decentrdization project
(Lavinas, 1998), there were expenditures a the locd levd involving trangportation of
food commodities from the CONAB waehouses and the didribution points The
amounts found in Table 14 show an incresse on the previoudy edimeted figure by only
0.2 per cent.

Table 14. Cost per foodbasket distributed pluc local costs in R$, December 1997

Total PRODEA cost (less staff) 153 588 412
Total PRODEA cost (with staff) (1) 205974148
Total local costs (2) 524 500
No. of foodbaskets distributed 14 840 693
Costs of foodbaskets (without staff) 10.38
Costs of foodbasket (with staff) 19.98
Notes:

1 - Estimate of Programme costs including total staff in CONAB regional offices and excluding staff in Brasilia.

2 - Estimated expenditures by all municipalities on distribution of PRODEA foodbaskets. The value was estimated based on a
field survey in  Bahian municipalities under the research project "Food Security and Decentralization”, carried out by Lena
Lavinas and all, at IPEA

Source: SUPRI/DIPRI/CONAB andLavinas, IPEA, 1999.

Table prepared by Lavinas and staff, IPEA.

% This approximation is not ideal, but it serves the purposes of this methodology.




According to thee data, the find cogt edimete for didribution of a foodbasket by
the Brazlian Federd Government through PRODEA in 1997 wes R$19.98. Thus
dmog twice the vadue of the food commodities (R$9.60) was spent on their digtribution
with gaff reveding extremdy high ingfficiency codts.

Sill, what is PRODEA'’s degree of efficacy in rdation to reducing the food gap for
beneficiary families?

It is difficult to edimate the degree of efficacy, egpecidly snce we lack a specific
evaduation of the programme's gpproaches to targeting, which vary from one county to
another. Therefore, one cannot assume that the programme actudly serves those a
greatest risk of hunger, nor can one identify the place occupied by each beneficiary
family on the didribution curve (according to income) for the potentid target group.
With this condraint in mind, we decided nevethdess to etimae the impact of ided
targeting in increesng the cdorie intske provided to families i.e, 555 kca/day/per
capitafor Brazil, on average.

Grgph 3 shows the per cgpita family income (PCH) converted into kcd/day, in
addition to the caorie supplement provided by PRODEA. Assuming thet the 21 per cent
target group benefited by PRODEA (see graph 1) are redly concentrated in the lower
one-fifth (vertical) of the income digribution curve, the mean gep between the
individuas and the 2,200kca/day line would decrease from 45 per cent to 39 per cent, a
reduction of some 13 per cent in this population’s degree of food deficiency.

Graph 3
Ideal food gap reduction provided by PRODEA based on per
capitafamily income (PCFI) in kcal/day, according to foodbasket
as surveyed by DIEESE
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However, we know that such an edimate is not redidic, Snce targeting is rardy
fully accurae In addition, one should consder the posshility of food commodities not
reeching the beneficiaries and wadte in the consumption of the donated grain, thus
further reducing the cadorie supplement. In fact, there has been criticiam over the qudity
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of the food handouts (fice and beans), which are difficult to cook, leading to waste
More probably, the PRODEA beneficiary population is scatered dong the entire
digribution (lower) curve in Graph 3, 0 that the Programme has different (less
effective) results than those presented here.

In short, this exercise reveded mgor didribution inefficiencies low efficacy, and
limited coverage, indicators of the Programme' s ineffectiveness in combating poverty.

5. Comparing the advantages of different compensatory
food security programmes

To reflect on PRODEA'’s degree of efficiency, we compare the faod commodities
distributed by PRODEA with that established under Federd Act 399/1938.

We will take the case of Bahia, where there is a compensatory food security
programme based on the subsdized sde of food commodities, known as the Cesta do
Povo (“The Peoples Foodbasket”). Although this programme is neither free nor
targeted, it does have a mgor regulatory effect on the retal food market in the State, in

addition to its compensatory impact.

The government of the State of Bahia, as part of its line of compensatory policies,
with a daewide network of outlets for subsdized sdes of food commodities, deaning
materids and persond hygiene products, runs the People's Foodbasket. The programme
was edablished in 1979, with the purpose of serving the low-income populaion through
direct marketing of the above-mentioned products The idea is theat they be sold bdow
the respective market prices.

There are currently 409 fixed People€'s Foodbasket stores in operdtion, 64 of which
are located in the Grester Sdvador Metropolitan Area and 345 in the interior of the
Sae thus covering the vast mgority of the counties in Bahia (341 out of a totd of
415). With this large number of points of sde and geographic scope, the programme
guarantees a highly capillary food supply network. It is esimaed that the Peoples
Foodbasket reaches some one million families or goproximatey one-third of the Stat€s

population.

Although creasted to serve the low-income populdion, the programme dispensed
with targeted didribution and is thus open to the public & lage. In practice, the
characteristics of the stores infrastructure, the lack of “convenience’?* and the limited
product mix have acted as a targeting mechanism. In some towns in the interior, the
People’'s Foodbasket is even more important than in Sdvador, dnce it is virtudly the
only large retal option for purchasng foodsuffs and deaning and hygiene products.
What prevals in these rurd counties is a poorly diversfied marketing structure, with

2 These comments are based on field research for the project Seguranca Alimentar e Descentralizacfo:
novos rumaes para as paliticas pdblicas conducted in various counties in the State of Bahia.

% The products are not packaged. Some 93 products are sold, including 57 food products, with the rest
divided among persond hygiene and cleaning products and kitchen utensils.




STHI25groce|y dores sdling on credit, with high profit margins, often induding interest
rates.

Table 2 shows how it is possble to characterize a potentid target group for a
Bahian food deficency eradication programme. Some 27 per cent of the overdl Bahian
population experience some degree of food deficiency, generating a potentid target
goup of 43 million individuds or 903310 families bassd on the Nationd Sample
Household Survey (PNAD) edimae for 1997. According to 1997 daia, PRODEA
saved 220,238 families in 98 Bahian counties, or some 30 per cent of the food deficient

population.

How much would it cost to purchese the foodstuffs distributed by PRODEA in the
Peopl€ s Foodbasket network?

Table 15 compares the cods of the PRODEA foodbasket with the same
commodities through the Peopleés Foodbasket. It is R$3.83 chegpar to purchase the
same foodbasket through the Peoples Foodbasket. Cdorie-wise, in December 1997,
gending R$19.98 in a Peoples Foodbasket dtore, a family would obtan 24 per cent

more caories than from the mix digtributed by PRODEA.

In daly per cepita terms, this represents an additiond 123 cdories for the target
population of the Bahian programme. The PRODEA benefit provides 511 kcd/day per
cgpita, conddering the mean number of family members in the dae of Bahia If the
same foodbasket were purchased in the Peoples Foodbasket chain, this supplement
would increase to 634 caories.

Table 15. PRODEA calories at people’s foodbasket prices

Cost of PRODEA foodbasket R$19.98

Cost of PRODE A foodbasket at People's Foodbasket prices R$16.15

Calories provided by PRODEA 87,895.43
Calories from PRODEA foodbasket if R$ 19,98 were spent at People's Foodbasket 108,739.99
Extra-calories provided in People's Foodbasket values compared to PRODEA 2%

Source: CONAB and EBAL

Thus, if the PRODEA food digribution were replaced by its equivdent in monetary
income, the Federd government would be providing a grester benefit in terms of food
access for families who would spend such a gipend in the Peoples Foodbasket. Using
the required 2200 kcd/day inteke as the cut-off line the proportion of people with food
defidency would remain undtered, but the intengty of the defidt would drop from 42
per cent to 36 per cent. Adding the cdorie supplement provided by the Peopleés
Foodbasket, this figure would be 35 per cent, showing a dight improvement.

» According to the survey, the programme's compensatory Sde had become depleted, because the gep
had decreased between prices in the People's Foodbasket network and the retal maket, making the
former less attractive. The People's Foodbasket gradudly failed to guarantee greater access to food for its
clientele, egpecidly for staples. What actudly led to this distortion was the inadequate targeting of the
subsidy transferred by the State government to the People's Foodbasket network, i.e, the subsidy wes
increasingly channelled towards products used less frequently by the needy population. In January 1999
the programme's adminigtration corrected this distortion and improved its performance from the
standpoaint of the benefit transferred to the target population.
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This difference between the cdorie supplements from the People's Foodbasket and
PRODEA is indeed dight. However, there ae other advantages to the Peopl€'s

Foodbasket as compared to PRODEA:

. There is a reduction in the degree of inefficiency, snce PRODEA’s
expenditures involve a high adminigrative cogt (precticdly 100 per cent of
the food commodity purchase price), unlike the People’ s Foodbasket.

. Allocation of the benefit through purchases in the Peopleé's Foodbasket tends
to be better, due to the beneficiaries greater degree of freedom in choosng
the food products most gppropriate for them, thus reducing weste and
increesng well being.

Table 16. Effect of distribution of PRODEA foodbaskets on the reduction of calorie deficit to the
poor population in the State of Bahia

% of individuals Per capita

Vis a vis 2.200 kcal line below the 2.200 kcal/day income

line (P0) gap (P1)
PCFl in kcallday 035 042
PCFl in kcal/day + PRODEA calories 035 036
PCFI in kcal/day + PRODEA calories + People's Foodbasket differential 035 035

Source: National Sample Household Survey (PNAD, 1997)
Notes:

1. Prices surveyed for the capital cities in 1997 current values.
2. Converted per capita family income based on prices of foodbasket surveyed by DIEESE

3. Per capita family income in kcal/day, plus calories provided by PRODEA foodbasket
4. Per capita family income in kcal/day, plus calories provided by PRODEA foodbasket and calorie differential through purchase
atPeoples’Foodbasket

As for the disadvantages, without a doubt the mogt relevant one is the use of two
subsdies, one with the People's Foodbasket itsdf and the other with an income trandfer.
The find purpose of the two bendfits is virtudly identica, and would lead to an even
gregter increese in socid  expenditures. The quedion is thus whether it would be
gopropriate to maintain both subgdies. It may be possble to kegp both in Bahia, given
the characteristics of the Peopl€'s Foodbasket, which in fact recently re-targeted the
public subsdy for basc food commodities, thus increasing the bendfit transferred to the
population. But the Bahian case cannot be extended to the country as a whole It
remains to be seen if, in case PRODEA is deectivated and replaced by a direct income
trandfer, access would be guaranteed in the generd retall market or if there would be a
loss of the benefit due to increased prices.

6. PRODEA versus the retail m arket

In this section we compare the edimated cost of the PRODEA foodbasket with the
market prices surveyed in three Brazilian date cepitds, in order to determine whether a
monetary stipend rather than foodbaskets would succeed in ensuring the same degree of
access to food. This would be posshble since economic dtabilization has led to a heavy
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reduction in price differentids between the retal maket and subsdized public
programmes.

Table 17 shows retal prices in three date capitds (Curitiba, Bdo Horizonte, and
Sdvador) for the same products as those didributed in the PRODEA foodbaskets. For
each capitd, we cdculated the totd expenditure by individuds in ther hypothetica
atempt to obtan the same cdories as in the products provided by the PRODEA
foodbasket.

In these three date capitds, it is obvious tha the retall market offers prices smilar
to the cost of the same caories through PRODEA. In Beo Horizonte, where we found
the grestest differentid as compared to the PRODEA foodbasket, the retal price of
these food commodities was R$1.68 more, while in Curitiba one can purchese the same
cdories as in the PRODEA foodbasket for R$1.08 less on the locd retall market. The
difference in the large-scde retail market in Bahia was virtudly negligible

Table 17. Price of PRODEA foodbasket at retail markets in selected Brazilian areas.

Quantity Curitiba Belo Horizonte Salvador
Rice 10kg R$8.30 R$9.20 R$9.50
Beans 5kg R$3.25 R$395 R$340
Macaroni 2kg R$3.12 R$324 R$3.16
Manioc flour Bkg R$3.00 R$4.10 R$2.95
Com flakes 3kg R$1.23 R$1L17 R$1.20
Total 25kg R$18.90 R$21.66 R$20.21
Differential PRODEA foodbasket. -R$108 R$L168 R$0.23

Sources: Curitiba - Disque Economia / SMAB.

Belo Horizonte - Departamento de Acompanhamento/SMAB.

Salvador- EBAL/People's Foodbasket.
(1) Mean prices from September 1996 to September 1997, adjusted to September 1997
Table prepared by Lavinas and staff, IPEA, 1999.

There is thus an evident advantage to the direct monetary dipend, since it would
dlow families to acquire the same food without generdting inefficiencies in the
progranmes adminidraion. The dipend further dlows individuds and families to
prioritize and exercise free choice in supplying ther food needs, which would certainly
increase ther wefare and decrease ther food codts, since it would be possble to
optimize the use of resources by identifying foodsuffs on sde or with seasond price

drops.

However, we ae awae tha upon trandferring income to a family or individud
without placing condraints on its dlocation, the benefit may not be fully committed to
meeting food needs (dthough we have assumed otherwise thus far for methodologicd
reasons), snce there are other immediate needs to be met, especidly among poor
families The quedion thus arises as to wha percentage of income families suffering
food defidency normdly dlocate to food. According to the 1996 Family Budget
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Survey® for the Greater Sdvador Metropolitan Ares, families under the minimum
cdorie intake (2200 kca/day) spend some 43 per cent of their income on food.

In order to measure the red income shift for target families in a hunger eradication
programme, we assumed an income transfer of some R$78.00 and factored in 43 per
cent of thistrandfer, for the reasons given above.

Graphs 4a and 4b shows, for rurd and urban aress in Bahia Sae?’ the per capita
family income didribution (lower curve), the income didribution plus the bendfit
provided to the families refaring to 75 per cent of the 2200 kcd/day, or some
R$78.00% pe family (top curve) - and the per capita family income plus the amount
that would be spent on food assuming that people commit only 43 per cent of ther
income to food (dotted curve).

Graph4a.  Distribution of the poorest 35 per cent of the urban population of the State of Bahai
by per capita family income (PCFI), and per capita stipend expenditure on food
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» Obsarving the household budget for families with monthly family income up to twice the officid
minimum weage for Greater Savador Metropolitan Area according to the POF/96, we note that they spend
39.4 per cent on food, 22.4 per cent on housing, 10.1 per cent on transportation, 5.7 per cent on clothing,
5.3 per cent on hedlth care, 1.6 per cent on education, and 15.5 per cent on other items.

27 Note that the State of Bahia has 4,269,278 inhabitants living beow the 2200kca/day line. The figure is
35 per cent of the State’ s overall population, or 43 per cent in rural areas and 57 per cent in urban aress.

% Note that we opted for the same benefit for the entire State, to avoid encouraging people to move from
one county to another.




Graph4b.  Distribution of the poorest 100 per cent of the rural population of the State of Bahai
by per capita family income (PCFI), and per capita stipend expenditure on food
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Note that the impact of the benefit in reducing food deficiency differs between
urban and rurd aress. In the cities, the reduction in the percentage of people with food
deficiency (dotted curve) would be some 20 per cent, while in the rurd aess the
reduction would be approximatdy 25 per cent.”® However, the full income transfer (a
benefit of R$78.00 - blue lineg) would devate some 60 per cent of the rurd population in
Bahia out of poverty, in addition to 42 per cent of those living in dties. This confirms
that the multiple use of this benefit would in fact be satisying a broader st of unmet
needs for these families and for this very reason would gregtly incresse the welfare of
the neediest ssgment of the State' s population.

7. Conclusion

Didribution of food commodities by PRODEA faled to compensate fully for food
deficdency, by providing only 550 kcd/day on average. The find cost of the PRODEA
foodbasket showed inefficiencies from an economic Sandpoint, given that if the same

amount of income was tranderred in full to these families, they would be ale to acquire
more caories (due to price differentias between PRODEA and the retail market).

Beddes, a cash trander would drengthen individud autonomy and enhance
citizenship rights, weskening thereby the traditiond paterndigic reaionship between
the state and citizens. Findly, the programme's coverage was far from complete.

If dl these obsarvations were not aufficient to underscore the inadequate profile of
a food digribution programme for the poor, there is one further argument. Programmes
like this fal to overcome ther emergency/rdief dimengon, i.e, to bresk with ther

% The 2,200kcal/day line is about 30% lower in urban aress.
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margind effect and to act in a broader sense through didtribution of assets, that is
efficdently promoting equity. Such aspects oriented the firgd part of this sudy, in which
we atempted to emphasize the changes undeway in the understanding of the role of
compensatory  polides in times of growing wvulnerability and indability. To grat an
income benfit rather than food is a less codly and more effective way to apply
compensatory socid policies in order for them to act eficently, not only in the short-
teem fight aganst povety, but dso agang inequdity, ultimatdy the man cause of
dedtitution in Brazil. To redigribute income in decent amounts, condstent with tackling
the extremdy precarious conditions in which a mgor portion of the Brazilian people
live, is the best and quickest way to achieve a true socid reform based on reducing the
country’s gross inequdity. This means recognizing the centrd role of polices for
directly trandferring income to needy families in achieving this god. It means adding
something more to solidarity than merely one isolated messure. It expands the notion of
ctizenship, meaning tha no drings can be atached for beneficiaries beyond their
norma legdl responghilities* To transfer income does not mean that Brazl is fated to
cregte a “workfare® system, which would lead her back to the ideology prevailing in the
ealy 20th century, viewing the poor as being resgant to the work ethic, loafers to be
blamed for their own poverty.

Solidaity is unconditiond. And the poor of Brazil, who have genedly been
excuded from ther rights to socid bendfits (most of which target workers, especidly
those from the formd sector) expect the renewd of the Brazilian socid protection
sydem to finally achieve prindples of equity, from the point of view both of policy
desgn and drengthening inditutions. Without this prerequisite, the commitment to
eradicate hunger will remain adead letter.

% For example, the requirement that all the children finish primary school.
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