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Comment

José Cuesta: This paper deals with two different aspects that are relevant in
effectively understanding the food price crisis, that is, the price-through of
international to domestic prices and country-specific welfare implications of
food price increases. The empirical analysis is conducted for one Andean and
three Central American countries, which have not been the subject of much
analysis in the voluminous literature on the recent food price crisis. Interest-
ingly, the welfare effect simulation exercise combines analytical features
unseen in recent welfare studies: the inclusion of substitution effects, the sim-
ulation of actual price increases observed in the country, and hypothetical
across-the-broad price increases. The exercise also benefits from the inclu-
sion of both the household net production and consumption positions, which
have been shown by some studies to be critical in understanding the effects
of the food crisis and, more generally, the effects of price increases in
poverty. As a result, the paper contributes significantly to understanding the
impact of high food prices in Latin America.

The paper remains lacking in the integration of its two main objectives,
however: specifically, the integration of its price pass-through and distribu-
tive stories, on the one hand, and the exploitation of its main methodological
contribution (that is, the rigorous inclusion of substitution effects), on the
other. The authors indicate in their modeling strategy that households will
face full price transmission as consumers, while they assume that producing
households will suffer full, partial, or no price transmission when conducting
their estimations. Given the effort to identify and isolate price transmission
by product and country in one of the sections of the paper, a simulation exer-
cise that had singled out the specific impacts due to price transmission from
effects accruing from other domestic forces—that is, policy interventions—
would have certainly contributed to the understanding of the international
food price transmission to each of these countries in ways the previous liter-
ature has not attempted so far.
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Second, the distributive section, while very rich and comprehensive in
results and decompositions, arguably lacks the most appealing of all, one in
which the authors clearly separated effects from direct and substitution
sources. In previous distributive studies of the food price crisis, simulations
have simply gone as far as separating direct effects from the consumption
side and direct effects from the production side across households. Given the
reportedly substantive intracountry dynamics of losers and winners in this
paper, which clearly point toward a deepening of poverty among the poor and
worsening among the nonpoor, the still relatively modest estimated increases
in poverty may be the result of important offsetting substitution effects. The
combination of the conducted mapping of poverty losers and winners and the
proposed additional decomposition of total changes into direct and substitu-
tion effects would have provided the reader with a much better understand-
ing of the high prices impacts across (some) Latin American countries.

In a similar vein, the section on modeling options provides a succinct yet
suggestive mapping of the different alternatives undertaken in the previous
literature to design an analysis of the food price crisis. In that respect, the
reader ends up with a very useful tool for visually understanding the areas
covered and the gaps to be filled in order to fully grasp the food price crisis
impacts. Yet, had the paper further explained the analytical trade-offs of
choosing one or another modeling option, the methodological discussion
might have taken the reader to methodological territory not seen before in the
context of the food crisis. Here, previous authors working on the food crisis
have shown a remarkable shyness to discuss the consequences of their
methodological limitations. At least, some order of magnitude of the results
of the studies in each cell to see how much researchers are missing of the
story when choosing one or another type of methodology would have been an
important contribution.

The study unquestionably provides a great deal of detail in the reporting
of results for each country, describing impacts, mapping of winners and
losers, or effects of relaxing certain assumptions. The variety of such results
is remarkable, but the main message crafted from such numerous results
needs to be teased out from the paper. A more complete understanding of
price increases in the region would require a more careful elaboration of such
results into clear messages. Some key questions for which I would have
expected a straightforward answer refer to what to make out of the very sim-
ilar mapping of poverty impacts across these four different countries; how the
price transmission effects differ for each country; how domestic policies
and the mentioned global causes of the food price crisis share responsibility
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for the estimated impacts; and the extent to which we can group household
types (in rather broad terms) with respect to their substitution abilities, espe-
cially when considering the design of targeted or differentiated policies for
those affected by the crisis. The paper’s short and country-unspecific discus-
sion of policy implications would suggest that solutions for consumers and
farmers in Latin America are too similar to be worth differentiating. Is that
the same conclusion from the analysis of welfare impacts? One may not see
the forest for the trees following the overdetailed account by Robles and
Torero.

Overall, this piece of research does what it announces in its title, that is, it
contributes to understanding the food price effects in the region, by provid-
ing pieces of the puzzle that others have not. It is also remarkable in what is
left to the reader to spell out in critical answers that the paper should be able
to provide.
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