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EXECUTIVE SUMMARY

Food supply chains of developed countries industrialised in the second half of the
twentieth century, with significant implications for developing countries over
pursuit of policy, ensuing external costs and accompanying concentration of market
power. Very powerful corporations dominate many sectors. Primary producers are
locked into tight specifications and contracts. Consumers may benefit from cheaper
food but are less enamoured of quality implications and health externalities.

As consumer confidence has been shaken, new quality agencies have been created.
Tensions have emerged about the state’s role as facilitator of industrial efficiencies.
Food policy is thus torn between the pursuit of productivity and reduced prices
and the demand for higher quality, with implications for both producers and
consumers in the developing world.
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The twentieth century witnessed a revolution in the nature of the food supply chain,
the implications of which are only now being worked through at policy and insti-
tutional levels. The period was characterised by unprecedented changes in how
food is produced, distributed, consumed and controlled — and by high levels of
concentration of market share. After a period in which the state in developed coun-
tries actively promoted the restructuring of supply chains in the name of efficiency
and output maximisation, adverse public reaction to these changes in the West is
now forcing governments to respond differently, taming rather than forcing the
pace and scale of change. The state is caught on the horns of a policy dilemma: on
the one hand, actively promoting the development of efficient modern food supply
chains; on the other hand, having to develop processes of food governance which
can respond to and retain public trust in food.

The struggle over the direction of the food supply chain now going on in many
developed countries has lessons for the developing world, still heavily focused on
trade issues such as market access, the subsidies of the European Union’s Common
Agricultural Policy and economic protectionism. Important though these issues are,
the emergence of another discourse is potentially both more threatening and impor-
tant for the developing world. A policy choice looms.

This article explores the conflict and the choice, drawing mainly on the European
experience, and particularly on the British. The UK is interesting not just because
it was the first industrial nation and thus the first to sever its people from the land
in a systematic and mass manner, but because it has had to grapple with the pecu-
liarities of a post-colonial political transition into a European Member State.

Changes in industrial and post-industrial food supply chains
The last half century ushered in a period of unprecedented and rapid change in the
food system, whose impact is on a par with that of the so-called Columbian
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exchange half a millennium ago, or the impact of British nineteenth-century colo-
nialism which used foreign lands both to feed trade and to home populations on a
massive scale; or the impact of the internal combustion engine, in particular the
tractor, and its substitution for animal traction power; or that of the chemical revo-
lution on soil management. The new era of food supply management has redrawn
the spatial as well as the cultural food map.

Developed world consumers have been able to transcend the seasons, with a cornu-
copia of year-round fruit and vegetables arriving in tightly planned waves from
Europe, the Americas, Africa, and Australasia. Although the new food system has
new characteristics, explored below, it could not have been ushered in without
previous technical and social transformations. In particular, the twentieth-century
agricultural revolution drew on patient and much slower transformations in the
understanding of chemistry, plants, animals and engineering. In the late nineteenth
century, for example, there had been a shift from milling grains using hands,
animals, wind and water to the faster steam or electric roller mills. But in the 1960s,
another quantum leap was made with the ‘Chorleywood process” which allowed
bakers to emulate car manufacturers in the organisation of their throughput. The
new process whipped bread to rise in a few minutes, where, for the previous four
millennia, bakers had had to wait hours. Yeast was added purely for taste.

Among the core characteristics of the twentieth-century revolution in the food
supply chain are its integration, control systems and astonishing leaps in produc-
tivity, as measured in labour and capital use. The resultant restructuring has
included changes in:

® how food is grown — for example, mass use of agrochemicals, hybrid plant breed-
ing;

® how animals are reared — for example, factory farms, intensive livestock rearing,
prophylactic use of pharmaceuticals to increase weightgain;

e the emergence of bio-technology — as applied to plants, animals and processing;

e food sourcing — for example, a shift from local to regional and now global supply
points, with a blurring of the notion of seasonality and a tendency to monocul-
ture on the farm belying the biodiversity on the supermarket shelf;
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® means of processing — for example, use of extrusion technology, fermentation,
wholesale use of cosmetic additives to disguise products and yield consistency;

¢ use of technology to shape quality — the goal of mass production to deliver consis-
tency and regularity (uniformity) is now focused on the development of niche
products with ‘difference’;

e the workforce — for example, a dramatic shedding of labour on developed-world
farms but a retention of pools of cheap labour (immigrants) to do the manual
tasks such as grading and picking; also a strong push to 24-hour working;

¢ marketing — a new emphasis on product development, branding and selling has
accompanied a dazzling display of apparent choice, with thousands of products
vying for attention;

¢ retailers’ role — they have emerged as the main gateways to consumers, using
contracts and specifications to gate-keep between primary producers and
consumers;

e distribution logistics — for example, use of airfreight, regional distribution systems,
‘trunker’ (heavy lorry) networks, satellite tracking;

e methods of supply chain management — for example, centralisation of ordering,
application of computer technology, application of batch /niche production to
mass lines (‘flexible specialisation’);

* moulding of consumer tastes and markets — for example, mass marketing of
brands, the use of product placement methods, huge investments in advertising
and marketing and the targeting of particular consumer types;

e level of control over markets — for example, rapid regionalisation and moves
towards globalisation, and the emergence of cross-border concentration.

As the twentieth century unfolded, the industrial approach was applied from farm
to retailing to food service/catering. A new human geography of food emerged. In
developed countries such as the UK, more people now work in catering than in the
entire rest of the food supply — though in catering, too, there is now pressure to shed
labour and introduce pre-processed products into the kitchen.
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ing the UK retail sector in 2000? Is a market national? Or is it a regional entity
(for example, European/US)? Or global? Should consumers or regulators decide
how to define a market? These questions illustrate policy dilemmas that will shape
the governance of food policy in the twenty-first century — and to which develop-
ing countries will not be immune.

The role of the state

Government action has often lagged behind technological, managerial and indus-
trial changes in food supply. Traditionally, food policy was addressed in discrete
analytical boxes such as ‘farming’, “fisheries’, ‘development’, ‘health’, ‘environ-
ment’, ‘transport’, ‘consumer affairs’, etc. But a series of public crises have driven
change. A new consciousness began first at the social fringes in the 1970s, with
regard to concerns about quality (for example, contaminants, residues, pathogens)
and among epidemiologists (for example, about the impact of diet on health). By
the 1990s it was mainstream, aided by a series of crises and food scandals in
Europe. Slack had been so cleverly taken out of the system that if something went
wrong, it did so catastrophically, as was seen with the UK’s BSE (1986- ) and Foot
and Mouth Disease (2001) outbreaks, and with the numerous food safety scandals
from the late 1980s.

Governments and food scientists and technologists, as well as the now high-profile
market leaders, were increasingly forced onto the defensive, having to justify why,
when they had such power and spoke in terms of meeting consumer needs,
consumer interests had apparently been somewhat marginalised in pursuit of indus-
trial efficiencies. While companies introduced tougher specifications for suppliers
and new traceability controls (‘plough to plate’), governments introduced reforms
ranging from the creation of food agencies to wholesale shake-ups of ministries.
The UK, for instance, set up a Food Standards Agency in 2000, and effectively
abolished its Ministry of Agriculture in 2001 (Barling and Lang, 2003). In 2003,
the European Union launched a new multi-state European Food Safety Authority.

An important duality has emerged. On the one side, we find a state system of regu-
lations, on the other a system of self-regulation, largely driven by the major forces
in supply chain management, the food retailers in particular (Barling and Lang,

2003).

But this state-corporate duality has compounded policy incoherence, because it
fails to address a central feature of food policy, its inter-connectedness. The UK has

11
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not solved this problem. For example, in the wake of the Foot and Mouth Disease
debacle that cost the taxpayer nearly £3 billion, the government set up a Commis-
sion into the Future of Farming and Food (Curry, 2002). But in the end, the
problem was framed as primarily about cost and efficiency. The problem with UK
farming, the report argued, was that it was not efficient enough. Better co-ordina-
tion and information flow was essential if the UK food supply chain was to compete
with cheap imports. The Commission acknowledged that if consumers wanted
improvements in the conservation and environmental aspects of farming (wildlife,
biodiversity, land management, reduction of pesticide use, etc.), this had to be paid
for. It recommended an increase of £500 million in subsidies to engineer the tran-
sition to this new policy package of efficiency with environmentalism.

Inter-connectedness means that trust is a central issue in food policy. This is perhaps
most clearly seen in times of war or crisis, when food’s multi-sectoral impact
emerges from the analytical and practical shadows to take centre stage in political
life (see for the UK: Beveridge, 1928; Le Gros Clark and Titmus, 1939; Hammond,
1950). Food can have a direct impact on morale. This has been acknowledged by
the military for millennia, but with the severance of a majority of people from the
land, this factor is now increasingly important in civil society too. The need for a
multi-sectoral approach in food policy is also well appreciated in both the study and
management of famine and hunger, and other deficiency situations in the develop-
ment process.

The complexity of consumer sovereignty

Focus on the issue of trust reminds us that consumers have played an important
part in the evolution of food policy (Marsden et al., 2000). The period of public
crises (1980-2000) included concerns about unnecessary use of food additives, the
impact of pesticides, weak microbiological standards (particularly for food-borne
pathogens), limited labelling and the role of diet in degenerative diseases such as
heart disease, diabetes and some cancers. Consumer scepticism is rife (Gabriel and
Lang, 1995). By the end of the last century, the nature of production, distribution
and consumption, even cooking, was being subjected to considerable scrutiny and
was sparking debate in most developed economies (Lang, 1996).

The relationship between industry and consumers is complex, however. Rhetoric
suggests that the food supply chain is consumer-led, but this phrase disguises more
complex impetuses. Consumers, as most observers note, are at the heart of the
battles not just for global brands (Grievink, 2003), but for minds. The top 20 food
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brands in the UK spend over £105 million a year on marketing (Marketing, 2002).
While the UK Government spends around £5 million on healthy eating advice,
Coca-Cola alone spends £27 million in the UK yearly. It spends $1.4 bn on adver-
tising worldwide, as does McDonalds (Ad-Brands, 2003).

Kinsey (2003) has argued that the old supply-demand chain is now a loop, where
intelligence is gathered about consumers but shaped by supply requirements coming
back up the supply chain. US and European food sectors have for a decade
espoused a management goal known as ‘Efficient Consumer Response’, the purpose
of which is improved co-ordination and waste reduction. The old policy frame-
work which pursued regularity and risk reduction as farmers struggled against the
vagaries of nature is now being replaced by a battle over marketing. The product
innovation and quality controller for one of Britain’s top five retailers informed
this author: ‘...sometimes we have to do things before the customer even knows
what they want’.

Advertising expenditure is not the only additional cost borne by consumers when
purchasing. While the relative price of food might have dropped in many societies,
health costs associated with diet have risen dramatically compared with the 1940s.
Life expectancy has risen, of course, but so has evidence about the impact of diet-
related diseases like cancers, heart disease and diabetes from which consumers die
prematurely. Political attention for the last decade has been on food safety but the
real crisis comes from food’s role in degenerative diseases. The World Health Orga-
nization’s Cancer Report (WHO, 2003) expects a steep rise in cancers in part due
to poor diets — eating too much fat and not enough fruits and vegetables. There
are no incentives for processors to sell only simple foods: for example, value-added
fruit juices (lots of water plus a little fruit) make more money.

The health toll of diet-related disease is a very large financial problem for affluent
countries. Table 5 gives a breakdown of the direct and indirect costs for a number
of key diseases related to diet in the United States. These costs are immense, even
for a rich society like the United States. Table 6 shows how general healthcare costs
are rising rapidly in many developed economies. The growth of health expenditure
is sometimes higher than the growth of GDP. The UK healthcare system, for
instance, costs £68 billion for a population of just under 60 million people, costs
that the Treasury expects will rise to between £154 bn ($231 bn) and £184 bn
($276 bn) by 2022-3 in 2002 prices (Wanless, 2002). At constant prices, the health-
care costs are doubling.
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Table 5: Economic costs of diet- and exercise-related

health problems, US

Disease Direct costs Indirect costs Total costs

US$ bn US$ bn US$ bn

(medical expenditures) (productivity losses)

Heart disease 97.9 77.4 175.3

Stroke 28.3 15.0 43.3

Arthritis 209 62.9 83.8

Osteoporosis n/a 14.9 14.9

Breast cancer 8.3 7.8 16.1

Colon cancer 8.1 n/a 8.1

Prostate cancer 5.9 n/a 5.9

Gall bladder disease 6.7 0.6 7.3

Diabetes 45.0 55.0 100.0

Obesity 55.7 514 107.1

Total 561.8

Note: Costs are expressed in constant 1998 US$, using the Consumer Price Index.

Source: Kenkel and Manning (1999)

The WHO has now stepped up its appeal to both developed and developing
country governments to act to prevent the double burden of food-related ill-health
problems associated with under- and over-consumption coinciding in the same
countries. In effect, the WHO and the FAO are now in agreement that the produc-
tionist era in food policy has come to an end. Mere quantity is an inadequate policy
goal. Quality, distribution and externalised social costs also have to be central to

the policy framework (WHO/FAO 2003).

The enticing possibility is that realisation of the size of health and other external
costs could change the politics of food. Concern about rising health costs could
explain why many Finance Ministries are so concerned about diet-related ill-health.
The insurance industry is also worried, one factor behind President George W.
Bush’s launch of a high-profile US initiative against rampant obesity.

Possible sources of change

The costs of diet-related ill health and the fiscal burden of healthcare may seem
unlikely triggers for a re-think about the political economy of food and about the
attractions of the industrial and intensive approach to the food supply. But fiscal
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Table 6: Growth of expenditure on health, 1990-2000

Real per capita growth rates,  Health spending

1990-2000 (%) as % of GDP

Health GDP 1990 1998 2000

Spending
Australia 31 24 7.8 85 8.3
Austria 31 18 7.1 8.0 8.0
Belgium 35 18 7.4 85 8.7
Canada 18 17 9.0 9.1 9.1
Czech Republic 39 0.1 5.0 7.1 7.2
Denmark 17 19 85 84 8.3
Finland 0.1 18 7.9 6.9 6.6
France 23 14 8.6 9.3 9.5
Germany 2.2 0.2 8.7 10.6 10.6
Greece 2.8 19 7.5 8.7 8.3
Hungary? 20 2.7 7.1 6.9 6.8
Iceland 29 16 7.9 8.3 8.9
Ireland 6.6 6.4 6.6 6.8 6.7
Italy 14 14 8.0 7.7 8.1
Japan 39 11 5.9 7.1 7.8
Korea 7.4 51 4.8 5.1 5.9
Luxembourg? 37 45 6.1 5.8 6.0
Mexico 3.7 16 4.4 5.3 5.4
Netherlands 24 23 8.0 8.1 8.1
New Zealand 29 15 6.9 7.9 8.0
Norway 35 2.8 7.8 8.5 75
Polandb 4.8 35 5.3 6.4 6.2
Portugal 5.3 24 6.2 8.3 8.2
Slovak Republic . 40 . 59 59
Spain 39 24 6.6 7.6 7.7
Switzerland 25 0.2 85 10.6 10.7
United Kingdom 38 1.9 6.0 6.8 7.3
United States 3.2 23 119 129 13.0
OECD Average®: d 33 22 7.2 8.0 8.0
EU Average 31 23 74 8.0 8.0
Notes: a) 1991-2000; b) 1990-9; c) Excludes the Slovak Republic because of missing 1990
estimates; d) unweighted averages. No recent estimates available for Sweden and Turkey.
Source: OECD Health Data (2002: 1). Available at www.oecd.org/pdf/M00031000/M00031130.pdf.
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Please send two hard copies of your
paper. Papers are reviewed by the
editorial committee and comments sent
back to authors. Authors may be
requested to make changes to papers
accepted for publication. Any
subsequent editorial amendments will be
undertaken in consultation with the
author. Assistance with editing and
language can be provided where
appropriate. All illustrations and graphs,
etc. should be supplied separately in
their original format (e.g. as jpeg files) as
well as being embedded within
documents. This will allow us to modify
the images where necessary and ensure
good reproduction of the illustrations in
print.

Papers or correspondence should be
addressed to:

Gatekeeper Editor

Sustainable Agriculture and Rural
Livelihoods Programme

11ED, 3 Endsleigh Street,

London WC1H ODD,

UK

Tel:(+44 020) 7388 2117;

Fax: (+44 020) 7388 2826;
e-mail: sustag@iied.org
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