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DO YOU REMEMBER?

If you have read the Wall Street Journal from January 311st  to February 4th  you should be able to answer the following questions based upon important articles relating to economics. The reference at the end of the answer tells you the date and page number where you can find the article upon which the question is based. 
1. What is the cornerstone of President Bush’s Social Security plan? Click for answer.
2. The economy is currently in what stage of the business cycle?  Click for answer.
3. Nearly 80% of the benefits from the mortgage-interest and property-tax deductions go to the top what percent of taxpayers in terms of income? (a) 80 %, (b) 60%, (c) 40%, (d) 20%? Click for answer.
4. For 28 years, most wall clocks in U.S. government offices have come from one place: Chicago Lighthouse, a nonprofit enterprise devoted to employing the blind. What country is competing this business away?  Click for answer.
5. What action did the Federal Reserve Bank take last week?  Click for answer.
ANSWERS TO “DO YOU REMEMBER?” QUESTIONS
1. To establish private accounts whereby a portion of the social security taxes would be diverted to these accounts. Individuals would be able to choose among a variety of funds and would receive all the money invested and earned from those accounts at retirement.   (See “President Provides New Detail of Plan for Priavate Accounts” February 2, page A1.)
2. An expansion. In the fourth quarter of 2004 the economy grew 3.1%. In 2004, the economy grew the fastest it had in five years.  (See “Economy Grows Fastest in Five Years Amid Spending,” January 31, page A2)
3. c Nearly 80% of the benefits from the mortgage-interest and property-tax deductions go to the top 20 percent of taxpayers in terms of income. (See “Housing Sector Seeks No Tax Remodeling” January 31, page A2.)
4. China. (See “Thanks to Chinese, Chicago Clockmakers May be Short-Timers” February 2, A1) 
5.  It increased the Federal Funds rate from 2.25 to 2.50 percent. (See “Fed, Staying on Course, Lifts Rates” February 3, page A2)
Return to Questions 
Farms Destroyed,
Stricken Sudan 
Faces Food Crisis
Two Years of Violence Leaves
Growers Afraid to Plant;
Officials Downplay Woes

Cutting Down Mango Trees

By ROGER THUROW 
Staff Reporter of THE WALL STREET JOURNAL
February 7, 2005; Page A1
FUR BARANGA, Sudan -- After the killings, the rapes, and the expulsion of nearly two million farmers from their land, the people of Darfur are now facing a new threat -- the worst food shortage in decades.
"The harvest was so bad, there is no Darfur sorghum," says Khaltom Khalid, a trader in the local market. Her meager offerings bear witness to the consequences of the intentional destruction of farms across this vast region. All she has for sale is a small mound of the grain, carried by donkeys from the neighboring country of Chad. The price has doubled from this time last year and she offers a measuring cup half the normal size to scoop up smaller portions. But she has so few customers that she spends much of the day sleeping on a reed mat in the sand beside her sorghum, which is used in better times to make flat bread and porridge.

"Prices are high, nobody can afford to buy," she says. "Everybody is getting hungry."

1. Would you characterize the issue discussed so far as a micro or macro issue? Explain your answer.
2. Using supply and demand curves demonstrate why the price of sorghum is so high. Why doesn’t the trader lower the price?
For two years, marauding militias composed mainly of Arab nomads and cattle herders have attacked Darfur's African farmers in a battle over arable land. United Nations agencies estimate more than 70,000 people have already died. Now the food crisis is giving the conflict a deadly new momentum -- threatening both the farmers and those who brutalized them.

Averting a hunger disaster here is being made more difficult by at least two factors: The world's humanitarian attention has turned to focusing on victims of the tsunami in Asia. And since hundreds of farming villages have been flattened and agricultural equipment and seed stock destroyed, any recovery will take much longer.

3. Demonstrate the effect of the war in the Sudan on Sudan’s productive capabilities in terms of the production possibility curve.
Last week, a U.N. commission probing the Darfur violence said Sudanese government forces and allied militias have committed atrocities on a "widespread and systematic basis." It recommended these "serious violations of international human rights" be referred for prosecution in the International Criminal Court. Sudan's government denies participation in the brutality, saying it is waging a counterinsurgency campaign.

The current scarcity of food, and the harsh market forces it has unleashed, have become the new agents of the violence that has been labeled "genocide" by the U.S. With surviving farmers huddling in domestic refugee camps, two harvests have already been lost. And a third ruinous year looms, as farmers too afraid to leave the camps are giving up on this spring's planting season.
"All the indicators are there for a famine," says Marc Bellemans, the Sudan emergency coordinator for the U.N.'s Food and Agriculture Organization. In a report to fellow U.N. agencies late last year, the FAO warned "a humanitarian crisis of unseen proportions is unfolding in the Darfur region, with conditions similar to those preceding the 1984 famine." That famine, ignited by drought, killed an estimated 100,000 in Darfur and more than one million throughout northeastern Africa.
Government agriculture officials in West Darfur, the most fertile region in the area, say last year's harvest yielded about 48,000 tons of grains -- less than a fifth of the amount needed for the region to feed itself. Prices of everything from sorghum to peanuts have doubled or tripled across Darfur, putting much of the food beyond the reach of the impoverished population.

4.Because there is famine, is the current situation a case in which the market has failed?
"We used to grow everything we needed for ourselves, and the surplus we sold in the market. Peanuts, tomatoes, okra, sesame, wheat, sorghum," says Khamis Adam Hassen Okey, the leader of Andarbrow, a farming village in West Darfur. It was leveled during an attack in October 2003, he says, just as the harvest began.

Mr. Okey says 46 villagers were killed and five women were raped. The survivors among the village's 150 families fled to Fur Baranga, where they now live in small thatch huts, in the courtyard of an unfinished hospital and are cared for by international relief agencies. "We are farmers," he says. "But if we go out from this place to plant, we will be killed."

Even Arab camel and cattle herders -- many of whom have taken part in attacking the farmers and now graze their animals on land where crops once grew -- complain of not having enough to eat. In some parts of Darfur, the fighting has blocked herders from moving their livestock north to the markets in Libya and Egypt. With their sales down, they don't have enough money to pay the higher prices for what little food is available.

More to Feed
So far, full-blown famine has been kept at bay with help from food rushed into Darfur by the U.N.'s World Food Program. The U.S. is the program's largest donor. In December, the WFP fed about 1.5 million people in Darfur. But the agency is predicting a steep rise in the number it will need to feed this year -- up to at least 2.7 million a month -- as displaced farmers continue to file into camps and city residents and herders become more desperate. The amount of food WFP says it needs to bring to Darfur this year is triple what it needed in 2004, or more than 450,000 tons.

Jan Pronk, the U.N's chief envoy in Sudan , says the cumulative effect of one failed harvest after another, along with rising prices and malnutrition rates, could eventually leave all six million Darfurians in need of food aid. Surveying the economics now in play, he says, "the future in 2005 is bad."
5. After reading more, would you still consider this to be a microeconomic problem? Why or why not?
In famines where drought has killed crops, farmers are largely able to recover when the rains return. Darfurians have had experience with this; they protect seeds for the next planting season and try to keep their animals alive. This time, the hunger has been willfully engineered by destroying all aspects of the agricultural system. Seed stocks have been burned, animals stolen or killed, and the tools of cultivation, such as hoes and tractors, smashed.

While the 2003 famine in Ethiopia was one of the worst for the number of people made vulnerable -- 12 million were kept alive by food aid -- cultivation picked up again the following year. The current Darfur crisis, however, will likely continue even after the farmers return to their land, because the very means of their livelihood have been destroyed.

As the need for longer-term aid in Darfur escalates, the world's attention has shifted to the tsunami devastation in Asia. Last year, the U.N. branded Darfur the "world's worst humanitarian crisis." Post-tsunami, Ramiro Lopes da Silva, the WFP's Sudan director, wryly refers to Darfur as "what is now the number two emergency in the world."

In December, a few weeks before the tsunami, Carlos Veloso, the WFP's emergency coordinator for Darfur, appealed to donor countries to speed up contributions. He said more than half of the $438 million of food aid needed in Darfur for 2005 must be delivered by the end of January, to insure food would be in place before rains make overland transport nearly impossible and isolate tens of thousands of people. Mr. Veloso said that in addition to food donations -- wheat, beans, cooking oil and a corn-soya blend make up the standard ration -- cash contributions were needed to buy dozens of heavy-duty trucks to haul the food across the desert.

The U.S. responded with a donation of 200,000 tons of wheat, valued at $172 million. Then the tsunami hit. Donations of other food commodities have been slow to arrive; so has money for the trucks. "The window of opportunity is narrowing," says Mr. Veloso. If enough food isn't available for Darfur, the WFP may be forced to reduce the size of the monthly rations, or limit the number of recipients.

Even when Darfur dominated the humanitarian spotlight last year -- nearly 100 relief agencies flocked in to help with water, sanitation and health care -- Darfur's farming needs were overlooked. The U.N. says the agriculture section of its appeal, which would have provided seeds and tools to help farmers, received less than one-fifth of funding requirements.

For years, the farmers and herders of Darfur, though wary of each other, had a system for sharing the land and providing food to each other. The war between the largely Arab government and rebel groups seeking a greater voice in politics and economic development has ruined that. Now, competition for scarce food, blocked nomadic routes and the scramble to get international food aid is only heightening longstanding mistrust between the herders and farmers. "Conflict leads to scarcity and scarcity leads to more conflict," says Mr. Pronk.

Although the U.S. has labeled the events in Darfur a genocide and other countries have called it an ethnic cleansing, no western military force has joined a peacekeeping mission that now consists of a small African Union deployment. U.S. diplomats complain that their attempts to get the U.N. to impose sanctions on Sudan's government have been stymied by other countries, notably China, which is a major partner in Sudan's oil production.

Government officials in Khartoum downplay the food scarcities, and have resisted pressure from the U.N. to stabilize prices by shifting 100,000 tons of food from other regions to Darfur. "There is a food gap in Darfur, but it's not so significant," says Ahmad Ali El Hassan, the director of rain-fed agriculture. "Humanitarian assistance will fill the gap."

He insists Darfur's farmers, despite continuing security threats, will leave the camps and return to their farms to plant this spring. He concedes the farmers' seeds, tools and livestock have been destroyed in the war, which the government blames on tribal conflicts. Still, he says, "God willing, we'll get a good crop."

But farmers in the refugee camps say they have given up hope of returning in time to plant, fearing attacks from the same militias -- known as the Janjaweed -- that drove them away in the first place. "No way I'm going back this year," says Matair Abdall, emphatically shaking her head.

Her village of Willo, she says, was destroyed by the Janjaweed, who burned the fields, knocked down huts and chased away farmers in late 2003. Ms. Abdall says she, her husband and four children walked three hours to a refugee camp. Last spring, she returned to plant sorghum. As the crop started growing, cattle ate some of it, she says, but the herders who have taken over her village let the rest grow. At harvest time, she filled six 200-pound bags, which she says would have fed her family for much of the year.

Men With Guns
"Then five men with guns on horses, they were the Janjaweed, surrounded me and said, 'Give us the harvest.' I was afraid and gave it to them," says Ms. Abdall. "I won't go through that again this year."

Instead, she sits in one of the camp's activities center with two dozen women, weaving baskets to earn some money.

"We'll never feel as safe farming again," says Asha Ashagg, 35, who nurses the youngest of her five children while she weaves. She says she was driven out of her village by the Janjaweed. Once she returned home to check on her garden and fruit trees, she says, and found that even her mango trees and banana plants had been cut down. "They do it so we won't return," she says. When she was at her village, she says, "the Janjaweed came and asked, 'Why have you come back? What is your tribe?'." She says she ran back to the camp and hasn't returned home since.

The road from her refugee camp to Fur Baranga, a 100-mile dirt path through scrub brush, is lined with destroyed villages. Scattered clay water pots, the remains of small mud-brick houses and abandoned schools and health centers are evidence of people uprooted. Cows, sheep, goats and camels now graze where crops once grew.

Mr. Okey's home of Andarbrow is one of the empty roadside villages. "Only after all the guns are collected will we go home," he says. In the meantime, his villagers, crowded into the Fur Baranga camp, rely on food from the World Food Program, and the little money they make cleaning up after traders in the market.

They also receive handouts from residents of Fur Baranga, who have been sharing with fellow tribal members. But now the cupboards of the residents are getting bare, too, and high prices prevent restocking. "Even the price of dried okra is too much," says Yahya Arabi Yahya, complaining of paying double the price for a vegetable that once grew in abundance. "And now water is a problem," he says, noting that water prices have risen as the influx of displaced farmers has increased demand.

Many of the African residents of Fur Baranga and other towns swamped by displaced farmers have also become recipients of WFP food. Now, communities of herders and nomads are agitating to be included, too.

"We also don't have enough to eat," says Ismail Burham Jibril Ishac, a leader of an Arab settlement who came to a Save the Children-U.S. nutrition and health center in the refugee camp near the town of El Geneina. "There's no affordable vegetables because of the bad harvest."

Mr. Ishac says his garden withered from a lack of rain. He says he normally had a year's worth of grain in his house, but most of that is gone and he must go to the market every day to buy food. Instead of giving leftovers to his goats and sheep, he now keeps the scraps for his family. Porridge from the day before dries in a pan set out in the morning sun. When a gust of wind topples the pan, the children scramble to gather the pieces of porridge and clean them. Mr. Ishac says it will be tonight's dinner.

"If there's no general distribution of food here," he says, "the prices will just keep increasing."

As will the hunger. With tens of thousands of refugees packed into the El Geneina area, the labor pool is bloated and wages are low. Several of the women in the weaving center also work at the local brick factory, where they form clay into rugged rectangles which harden in the sun. They say the pay is about 40 cents for every 1,000 bricks, which take about two days to make.

Only after 2,000 bricks will they have enough for a half-measure of sorghum at the market. That will make one meal.

Write to Roger Thurow at roger.thurow@wsj.com
ANSWERS TO ARTICLE ANALYSIS QUESTIONS
Refer to chapters 1, 15 in Colander’s Economics and Microeconomics for help when answering these questions..

Refer to chapters 1, 5, 32 in McConnell’s Economics and chapters 1, 5, 19 in Microeconomics for help when answering these questions.

1. This is a microeconomic issue because it concerns issues of supply of demand of a specific market—grain. Return to article.
2. The destruction of farms shifted the supply curve to the left. Because the demand for food is inelastic, the price rose considerably as shown in the graph below. She does not lower her price because (1) she must find a sufficient number of buyers and (2) her cost of purchasing the grain from the wholesaler is likely also high.
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Return to article.

3. To the extent that the war destroys the productive capabilities of an economy across all sectors, it will shift the production possibility curve inward as shown on the left. If the war affects just the agricultural sector, it will shift inward only along the agricultural good axis as shown on the right.
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 Return to the article.
4. No. The market has not failed. Market forces ration by changing prices. Evidence that the market is functioning is that the price of wheat has risen very high because it has become relatively more scarce. While the market has not failed, we may not like the market outcome. When we do not like the market outcome, government can intervene to change the market outcome. Return to article.
5. Because the effect of the scarcity of food is so widespread, it is affecting much larger parts of the economy. A person who is starving will not be able to work on a farm or another sector of the economy. Clearly the economy as a whole is affected, making this more of a macroeconomic issue. Return to article.
Return to Top
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