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FOREWORD

e

-

apidly increasing international food prices during 2007 and the first half
Rof 2008 attracted much attention from international institutions and policy-
makers, analysts, and news media around the world. Complacency caused by
falling real food prices during the period 1974-2000, and an attitude in most
governments that agriculture was yesterday’s priority, was suddenly replaced
by great concern about the availability of food currently and in the future.

As street demonstrations and riots, justified by the rising food prices, pro-
vided opportunities to air other grievances about social injustice in an increas-
ing number of countries, policy-makers went into panic mode. Street riots,
particularly when driven by dramatic deteriorations in the access to food or
other basic necessities, are very newsworthy, and the news media in their zeal
contributed to the nervousness of politicians and the public they serve. Dra-
matic decreases in food prices since mid-2008 attracted virtually no media
attention but may unfortunately lead to renewed and totally misplaced com-
placency among policy-makers.

As national governments scrambled to slow the tide of dissatisfaction in
urban areas and compensate politically active consumers for losses in their pur-
chasing power caused by higher food prices, the international consequences of
their policy measures were all but ignored. In order to control domestic rice
prices, some traditional rice exporters, such as India, introduced draconian
export restrictions that contributed to a tripling of international rice prices in a
matter of months. A major soybean and maize exporter, Argentina, attempted
to expand export taxes and thereby reduced production incentives and interna-
tional supplies, while the United States expanded subsidies for maize produc-
tion for biofuel, a policy that contributed to food-price increases in the first
place. A variety of other policy measures with international consequences were
introduced around the world. Fortunately, two major grain exporters, Thailand
and the United States, did not introduce export restrictions and thus helped to
avoid even larger international price increases.

xi
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Foreword

As illustrated by events that took place during the international food-price
run-up, food systems around the world are increasingly integrated into a global
system—a system that requires international governance. Unfortunately, as
stated by Clapp and Cohen in chapter 1 of this book, the “global governance
of food and agriculture is fragmented and incoherent.” With that as the postu-
late, one with which I agree, Clapp and Cohen invited a group of outstanding
policy analysts, economists, and others with expertise in food policy to enhance
the understanding of the food crisis, identify its causes, determine how it com-
pares with past food crises, show how national policies link to the global eco-
nomic context, explain the role of the private sector, and identify which
immediate and longer-term governance challenges and strategies might
strengthen the global governance of the food system. This book, which I found
to be most informative and constructive, is a result of their deliberations.

The main strengths of the book are its analytical description of the causes
of the food crisis and its presentation of a clear, evidence-based set of strate-
gies and proposals for strengthening national and international governance of
the global and national food systems. The choice of authors, who represent a
variety of perspectives in their analyses, is an important added attraction of
the book. The book provides much new relevant evidence for students of food
policy and global governance as well as for policy analysts, advisors, and
policy-makers.

Per Pinstrup-Andersen

H.E. Babcock Professor of Food, Nutrition and Public Policy, Cornell
University; J. Thomas Clark Professor of Entrepreneurship, Cornell Uni-
versity; Professor of Applied Economics and Management, Cornell
University; Professor of Agricultural Economics, Copenhagen University
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CHAPTER 1

P =

The Food Crisis and Global Governance

Jennifer Clapp and Marc J. Cohen

The rapid and sharp rises in food prices in late 2007 and early 2008 were a stark
reminder of the fragility and volatility of the global food system. As food prices
shot to dizzying heights, the world’s poor people—those most vulnerable to food
price rises—were hard hit. Over 850 million people were already considered food inse-
cure when the prices began to rise, and the situation pushed more into that category.
Although many of the affected people are smallholder farmers, they are also fre-
quently net purchasers of food, and so the price increases had severe impacts. Civil
unrest and “food riots” erupted in over forty developing countries as people’s ability
to command food suddenly dropped. While food prices on international markets
eased considerably by the fall of 2008, they still remained some 30 percent above
2005 levels. Domestic food prices in developing countries have not fallen back
and by mid-2009 were higher still than levels seen in early 2008. By early 2009,
the Food and Agriculture Organization of the United Nations (FAO) announced
that the number of chronically hungry people in the world had climbed to over
1 billion. When making this announcement, Jacques Diouf, director-general of the
FAO, stated bluntly in an interview with the Financial Times, “The food crisis is
not over” (quoted in Blas 2009).

This book provides a set of analyses of the global food crisis with a partic-
ular focus on the challenges and opportunities it presents for the governance of
the international food and agriculture system. Its aim is to provide a snapshot
of the range of debate over the causes of the crisis, its consequences in both the
short and long term, and proposals for the way forward. The chapters are based
on presentations originally given at a December 2008 workshop held at the
Centre for International Governance Innovation (CIGI) in Waterloo, Ontario.

1

e
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They represent a range of viewpoints on the effectiveness of existing governance
institutions and processes for the global food and agriculture system, their role
in precipitating and/or alleviating the crisis, and the reforms that might be
required to more effectively deliver sustainable food security for all.

This introductory chapter first provides a brief overview of the extent of the
food crisis. It then examines the key themes of the book, including debates
over the causes of the crisis, the implications for short-term international gov-
ernance responses, the ecological dimensions of the crisis, and the considera-
tions for formulating longer-term governance responses that would alleviate
the crisis and support a more sustainable and resilient global food system.

Snapshot of the Crisis

Beginning in late 2006, food prices began to rise, marking a change from the
trend of the previous four decades of slow but steady declines in agricultural
commodity prices (albeit with some sharp upward spikes along the way). Prices
continued their ascent in 2007, and by early 2008 began to shoot up sharply, par-
ticularly for some key food staple commodities such as rice, wheat, and maize.
According to the FAO, and as shown in Figure 1.1, the index of nominal food
prices more than doubled between 2002 and mid-2008 (see FAO 2008).

Figure 1.1
FAO Food Price Index, 2005-2009
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Rapidly rising food prices are a problem because poor people in develop-
ing countries often spend upward of 60—80 percent of their income on food.
When food prices double, people suddenly can command only half of the food
that they once could, and poor consumers frequently make adjustments in what
they consume, cutting out nutritious fruits, vegetables, and animal source foods
so that they can maintain consumption of high-energy staples. Moreover, when
people are already living in or on the edge of poverty, sudden changes in their
ability to command food are destabilizing. The food price riots of 2007 and
2008 are not at all surprising when seen in this light. Although global grain
production increased in 2008, and international food prices dropped consider-
ably after record heights (just as the global economy began a major slowdown),
food prices in mid-2009 still remain significantly above 2005 levels.

Within developing countries, meanwhile, domestic prices remain high even
as international prices have fallen. In some cases, local food prices have risen
to levels higher than those seen in 2008. For developing countries dependent
on food imports, the global economic recession that took hold in mid-2008 has
meant fewer resources available to finance food imports. Tight supplies have
led to rising prices in these countries, with devastating impacts on poor people.

In the early 1990s, 20 percent of the developing world’s population was
chronically undernourished. One of the key Millennium Development Goal
(MDG) targets set by the global community at the 2000 UN Millennium Sum-
mit was to cut that figure to 10 percent by 2015. Although progress was slow,
by the 2003-2005 period the proportion in extreme hunger had fallen to 16 per-
cent. But the food price rises of 2007-08 have driven that figure back up to
nearly 18 percent (FAO 2008). The World Food Programme (WFP) estimates that
higher food prices will set back any progress on the MDGs by at least seven
years (WFP 2009). Moreover, in absolute terms, the number of hungry people
has been on the rise since 1995 (see Figures 1.2 and 1.3).

After several tumultuous years on international food markets, there is wide-
spread concern about food price volatility and its broader impacts. While the sharp
price rises and falls are problematic in themselves, the situation has cast light on
other aspects of the global food system that are in need of repair, as outlined below.

Investment in Agriculture

Investment in agriculture, especially in developing countries, has fallen since the
1980s, affecting production, infrastructure, and institutional capacity, as well as
the ability of farmers to respond to rising prices with increased production. This
underinvestment in developing country agriculture has been practiced by both
poor country governments and international donor agencies. Agricultural invest-
ment in 2007 was only 4 percent of public spending in sub-Saharan Africa, while

e
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Figure 1.2
Proportion of Undernourished People in the Developing World
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Figure 1.3
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the share of agriculture in official development assistance declined from 18 per-
cent in 1979 to just 3.5 percent in 2004 (World Bank 2007, 40—42). The World
Bank’s lending for agriculture dropped even more sharply, from 30 percent of
its loans in 1980 to just 3 percent in recent years (World Bank 2008). Donor
support for public agricultural research has barely kept pace with inflation.

Unequal Trading System

The international agricultural trade system is widely seen to be highly unequal,
which is why the Doha Round of World Trade Organization (WTO) talks have
focused so closely on rectifying the imbalances in the agricultural sector. Rich
industrialized countries currently spend over US$300 billion per year on agri-
cultural subsidies to support their agricultural production and trade. Develop-
ing country governments cannot afford to provide a comparable level of
subsidies, and even if they could, donors have made a more market-oriented
approach to agriculture a condition of assistance for the past three decades.
This situation has led to what many see as a highly uneven playing field, which
has dampened incentives for agricultural production in developing countries.

Food Insecurity

Large numbers of low-income people, especially in the developing world, are
food insecure. Although many of the world’s poor and food insecure live in
rural areas with livelihoods closely tied to the agricultural sector, rapidly ris-
ing prices do not necessarily lead to rising incomes. Rising production costs,
weak infrastructure, and lack of credit have all hampered the ability of the
world’s poor to respond to food price rises with greater production. Conflict,
poor weather conditions, and growing numbers pushed into extreme poverty
since 2008 (a result of the global economic crisis) have also meant that more
people are in need of food aid to meet their daily caloric requirements. Yet in
eras of economic uncertainty, levels of international food aid tend to fall just
as need rises. Moreover, the current international food aid system has been cri-
tiqued as being highly inefficient.

Climate Change

Global agricultural production is also threatened by ecological degradation and
climate change. As the climate warms and water is increasingly in short sup-
ply, it has become apparent that the way in which the bulk of modern agricul-
ture is pursued—with large-scale farms for both crops and livestock that are
heavily reliant on water and fossil-fuel-based inputs—is not sustainable. Already

e
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the impacts of climate change and water shortages are causing a drag on increases
in productivity, leading many to call for the adoption of more sustainable agri-
cultural methods and systems.

Implications for Governance

The governance framework for the global food and agricultural system is in
many ways based on past conditions, practices, and understandings of how best
to promote global food security. The volatility and the vulnerability highlighted
by the current food crisis demands a closer look at the international food and
agriculture governance architecture—to examine both its role in the current
crisis, and the potential for improvements.

As it stands, global governance of food and agriculture is fragmented and
incoherent. Many international institutions claim a role, mandates overlap, and
power structures within the relevant institutions vary considerably. The
Bretton Woods institutions (the World Bank and the International Monetary
Fund) play a major role in financing agricultural and rural development proj-
ects and programs, and food imports. They are strongly market-oriented, with
the principal donor-country governments holding decisive voting power on the
boards of directors. The Rome-based UN food and agriculture agencies (FAO,
WEFP, International Fund for Agricultural Development), in contrast, have more
balanced North—South representation on their governing bodies and are signif-
icant players in norm setting, data collection, technical assistance, and emer-
gency aid. FAO and UN human rights institutions (the Office of the High
Commissioner, the Human Rights Council’s Special Rapporteur on the Right
to Food, and the Committee on Economic, Social, and Cultural Rights) temper
neo-liberal approaches to food and agricultural development with an emphasis
on a rights-based orientation that makes access to food for all the touchstone
for policy analysis. Within this divided governance framework, debate contin-
ues about the appropriate roles of state, market, and civil society in achieving
food security. There is evidence that power may be shifting. The wealthy gov-
ernments of the North, acting bilaterally and through “donor clubs” such as the
Organization for Economic Co-operation and Development and the G8, con-
tinue to provide the vast bulk of official development assistance, but new donors
are emerging among governments of oil-exporting countries and higher-income
developing countries. Similarly, power within the WTO has shifted from North-
ern dominance to a contentious stalemate between North and South. What this
means for the future is still playing out, and the food crisis will have a major
bearing on the end result.

Meanwhile, private actors loom large in the global food system, with farm
input sales, output marketing, and food retailing all increasingly concentrated
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in the hands of a few large transnational companies. In light of the problematic
global governance structures, such matters as competition policy, food safety,
public health, and poverty reduction are not well coordinated on a world scale.
Regulatory capacity has not kept pace with the global integration of markets for
goods, services, and money.

Map of This Book

The contributors to this volume present a range of perspectives. As either policy-
makers or academics, each author brings their own take to the broad questions that
frame this book. The aim was not to bring together a collection of like-minded
analysts but rather to present a genuine debate on the future of global food secu-
rity. The chapters in this book thus reflect a variety of viewpoints.

The first part of the book examines the causal factors behind the food cri-
sis. Although there is a widely agreed range of possible triggers to the crisis,
the relative weight of each is contested. In Chapter 2, Anuradha Mittal pro-
vides an assessment of the factors that have been identified as key contributors
to food price rises. She argues that the longer-term structural causes are as
important as the more immediate short-term causes, and that governance
responses must make genuine progress toward reducing the inequalities between
rich and poor countries if we are to adequately promote food security for all.
In Chapter 3, Sue Horton looks at the analysis of the causes of the current cri-
sis though a historical lens by drawing parallels with the 1970s food crisis. She
argues that the current crisis is in many ways similar to the 1970s episode of
rapid and steep food price rises, in particular in terms of both the immediate trig-
gers and the underlying structural inequities. In making this comparison, she asks
whether we have learned the right lessons from the past.

In Chapter 4, Jennifer Clapp focuses on the role of global macroeconomic
factors in precipitating the food price rises. She argues that these factors, in
particular financial speculation on agricultural commodity markets, have been
largely underplayed in official policy responses to the crisis. In Chapter 5, Kim
Elliott highlights the important role of US biofuel policy in precipitating the cri-
sis. She argues that demand for biofuels is directly linked to the rise in both corn
and soy prices and to some extent higher prices for other food crops. At the
same time, however, she notes that while biofuel demand has wreaked havoc
on food prices, the rise in production of corn-based ethanol has not contributed
significantly to energy security or environmental goals.

The second part of the book looks more closely at the immediate governance
challenges posed by rising food prices, in particular, emergency response meas-
ures. In Chapter 6, Raymond Hopkins makes the case for basing international
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food aid policy on insurance principles rather than the current system in which food
aid levels are pro-cyclical, with emergency assistance reactive and completely
dependent on the willingness of donors to respond. An insurance-based system
would ensure that resource flows are stabilized in a way that would improve timely
access to food, particularly in times of need. In Chapter 7, Stuart Clark makes the
case for reform of the current Food Aid Convention. He argues that there is con-
siderable scope to broaden the convention to make it more flexible and efficient,
and that there is a need to think beyond food aid to “food assistance.” Such reforms,
he argues, would provide more reliable and meaningful food assistance.

Gawain Kripke argues in Chapter 8 that the world’s largest food aid donor,
the United States, must undertake long-overdue reforms to end the require-
ment that all of its food aid be in the form of US-grown agricultural com-
modities. Allowing for aid in the form of cash to enable local and regional
purchase of food in developing countries themselves would, he argues, be
much more efficient and would also support local agricultural development
in the world’s poorest countries. In Chapter 9, Frederic Mousseau provides a
critique of current proposals for both real and virtual international food
reserves. He argues instead in favour of nationally and regionally held food
stocks in developing countries as being the most fruitful way to provide a
safety net for the world’s hungry.

The third part of the book looks at the longer-term ecological concerns
associated with the current global food and agriculture system that have been
highlighted by the food crisis and examines potential governance responses.
In Chapter 10, Cristina Tirado, Marc J. Cohen, Noora-Lisa Aberman, and Brian
Thompson discuss the challenges that climate change places on nutrition, par-
ticularly in the developing world. They argue that agriculture can play an impor-
tant role in both climate change adaptation and mitigation strategies. They
further argue that a human rights-based approach enables an embrace of envi-
ronmental concerns when addressing both climate and nutritional issues. In
Chapter 11, Tony Weis warns of the ecological and social problems associated
with industrial agriculture, which is highly dependent on fossil fuels. He argues
that the recent volatility in the food system is linked to the rise of industrial
agriculture and that as this becomes increasingly recognized, there is also grow-
ing opportunity for reform. In Chapter 12, Noah Zerbe discusses the debate
over agricultural biotechnology—one of the “magic bullets” often presented
as a way around the ecological constraints. He contends that we should not
necessarily see agricultural biotechnology as a solution to the crisis, largely
because the food crisis is not a crisis of production but rather is linked to the
marketization of food security. In this sense, he argues, solutions to the crisis
must include efforts to re-embed food security in social relations rather than
solely rely on production-enhancing technology.
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The fourth and final part of the book examines strategies to promote food
security and sustainable agriculture in today’s global context. In Chapter 13,
Daniel Gustafson and John Markie look back at the dilemmas faced more than
half a century ago by the founders of the international food governance system
and see striking parallels with today. They argue that buy-in from national gov-
ernments and coordination with a wide variety of international organizations that
address food and agriculture are essential for building a more effective inter-
national food governance system. In Chapter 14, Emmy Simmons and Julie
Howard take a look specifically at the challenges faced by sub-Saharan African
countries in the context of the food crisis, as well as at the role donors, partic-
ularly the United States, play in meeting those challenges. They argue that the
United States must move from primarily a food aid response to food crises in
Africa to broader support for agricultural development on the continent. This
broader assistance, they argue, must embrace—and be built upon—African
governments’ own agenda for agriculture. In Chapter 15, Mark Redwood looks
at the potential role of urban agriculture in mitigating hunger in the face of the
current food crisis. For much of the past thirty years, rural areas have been the
most food insecure, but recent price surges have precipitated a rise in urban
hunger. He concludes that the promotion of urban agriculture can go some way
to filling the gap, but there are still some drawbacks that must be overcome.

The final two chapters of the book take a step back for a broad look at the
crisis and what is needed in terms of the way ahead. In Chapter 16, Marcia Ishii-
Eiteman argues that the current food crisis is a systemic one requiring structural
changes to the current global food system. For suggestions on the way ahead,
she looks to two recent UN reports—one on the Right to Food from the UN
Human Rights Council, and the other from the UN-led International Assess-
ment of Agricultural Knowledge, Science, and Technology for Development.
She argues that there must be a strengthening of the small-scale farm sector, an
increase in investment in agroecological methods, more equitable international
agricultural trade agreements, and enhanced local participation in agricultural
decision making. Finally, in Chapter 17, Alex McCalla identifies four major
challenges that must be overcome if we are to achieve global food security: the
need to increase productivity, the need to liberalize agricultural trade, the need
for national governments to interface their own agricultural systems with world
food markets, and the need for better national and international food safety nets.
He argues that, while all are important, productivity increases are a priority,
warning that we cannot neglect investment in agriculture again, as was the case
in recent decades, or we will risk future crises that could be far worse.

The chapters in this book represent a range of viewpoints. As was apparent
at the workshop in which the chapters were first presented, there are a number
of areas where authors expressed differing opinions. Especially controversial
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issues included the extent to which financial speculation was a leading driver in
the food price spikes, whether agricultural trade should be liberalized or more
closely managed by governments, the role of genetically modified organisms in
a future agricultural development framework, the implications of a growing role
for private corporations in the global food system, and the usefulness of glob-
ally managed grain stocks as a means to prevent future food crises.

Despite the differences, there are some areas in which there is agreement
among the authors in terms of the way forward. In the immediate term, more
financial support is required for the WFP to provide emergency food aid. In the
longer term, there is a need for vastly increased public investment in small-farm
agriculture, particularly in the world’s poorest countries. This investment should
promote sustainable agricultural methods that recognize the complex linkages
between climate change, agricultural productivity, and hunger. Biofuel policies must
also be reformulated in ways that enhance both sustainability and food security.

Above all, a key point of agreement among the authors is that it is essen-
tial that food and agriculture remain high on the global policy agenda, as they
were during the first half of 2008. Although the superficial causes of the 2008
food price spikes abated somewhat by early 2009, the underlying structural
forces contributing to the crisis are still present and have not been adequately
addressed at the international level. If high-level attention wanes, as happened
following the 1970s food crisis, then the number of hungry people will continue
to grow and the promises to make concerted efforts to achieve food security for
all, made by global leaders at multiple meetings in the past thirty-five years, will
remain unfulfilled for yet another generation.
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CHAPTER 2

-

The Blame Game

Understanding Structural
Causes of the Food Crisis

Anuradha Mittal

‘ ” Thile the latest global forecasts show that food prices are finally stabilizing

after the spikes of early 2008, the crisis is far from over. Forecasts from the
Food and Agriculture Organization of the United Nations (FAO), Organization
for Economic Co-operation and Development (OECD), and the US Department
of Agriculture (USDA) project that the increase in food prices is not a temporary
phenomenon and that prices are likely to remain well above the 2004 levels through
2015 for most food crops (World Bank 2008). The impact of food price increases
on the poor and on low-income consumers, resulting in discontent and protests,
is the most disconcerting aspect of the situation.

A crisis of this magnitude has thus evoked both national and international
responses. However a failure to examine the factors driving the crisis is bound
to result in failed prescriptions to deal with the situation. This chapter first pro-
vides an analysis and critique of the factors most cited as reasons for the price
increase and then outlines deeper, longer-term structural causes behind grow-
ing hunger.

Short-Term Causes of the Food Price Crisis

Several factors have been cited regularly as being responsible for the increase
in food commodity prices. These include:

13
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Decline in Growth of Agricultural Production

The global supply and demand for food commodities has been affected by
both long-term and short-term factors, which have slowed growth in produc-
tion on one hand and strengthened demand on the other, causing agricultural
prices to increase.

Compared to the period between 1970 and 1990, when the production of
aggregate grains and oilseeds rose by an average of 2.2 percent per year, the
growth rate has declined to about 1.3 percent since 1990. The growth rate of grain
production is estimated to decline further to 1.2 percent per year between 2009
and 2017 (World Bank 2008, 5).

Many factors have caused the gradual slowing of production growth. These
include a reduction of public support and state intervention in the agricultural
sector of the developing countries, a reduced overall investment in agriculture,
and a decline in research by governmental and international institutions.

Resource scarcity issues, notably climate change and water depletion, have
also affected production growth. Water scarcity is increasingly dire, and each
year, 5 to 10 million hectares (25 million acres) of agricultural land are lost
because of degradation caused by water shortages (Stigset 2008). Droughts,
floods, and freezing weather due to climate change have reduced agricultural
output and therefore food security in developing countries.!

Figure 2.1
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Index (1970 = 100)
260

== Production
240 1+ — = Yield

- - - Population /
220 (| === Per Capita Production

Area Harvested ,\/
200 '/\AJ v
/

180 . e

1~
160 A /\f{l"
\",Cf‘

140 Detdh
120 || e

ﬂw
100
<0 T T 0 T T B B B
1970 1980 1990 2000 2010

Source: Economic Research Service/lUSDA 2008

e



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:11@ Page 15

The Blame Game Anuradha Mittal 15

Table 2.1
Exponential Trend Growth Rates

1970-1990 1990-2007 2009-2017
Production 2.2 1.3 1.2
Yield 2.0 1.1 0.8
Population 1.7 1.4 1.1
Per Capita Production 0.56 0.11 0.2
Area Harvested 0.15 0.14 0.39

Source: Trostle 2008 (USDA data)

Decline in Global Stocks of Grains

The decline in production growth has accompanied a drop in global stocks of
grain. According to the USDA, the global grain stocks have declined from
31.2 percent of total global grain production in 1999-2000 to 16.5 percent in
2007-08—the lowest level since 1973.

Several factors are responsible for the low grain stocks. Because the cost
of holding grain stocks is as high as 15-20 percent of the value of stock per year
(Lin 2008), government-held buffer stocks have come to be considered ineffi-
cient and less important after nearly two decades of low and stable prices. Also,
some have viewed the liberalization of agricultural markets as reducing the
need for individual countries to hold public grain reserves. As the USDA has
noted, “for the private sector the cost of holding stocks, use of ‘just-in-time’
inventory management, and years of readily available global supplies has pro-
vided incentives to reduce stock holdings” (Trostle 2008).

In addition, agricultural production is weather-sensitive and a drought or
flood can significantly reduce output. For instance, adverse weather conditions
impacted some major grain- and oilseed-producing areas in 2006 and 2007.
The declining stocks are considered one of the fundamental factors triggering
the initial spur of speculative demand in recent years, further fuelling the price
hikes (ADB 2008).

These factors are further compounded by the concentration of the interna-
tional food trade in the hands of a few transnational corporations that, operat-
ing within a skewed international trading system, ensures that the majority of
profits flow to the global North.

Increasing Energy Costs Spur Production Costs

According to the USDA’s cost-of-production surveys and forecasts, produc-
tion costs for US corn, soybeans, and wheat increased by approximately 21.7
percent between 2002 and 2007, driven by the near doubling of prices of energy
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intensive components of production, including fertilizer and fuel. Production
cost increases in turn led to a 15-20 percent increase in export prices of major
US food commodities between 2002 and 2007 (Mitchell 2008).

Increased Demand from the Emerging Economies

The surge in food commodity prices has also been attributed by some, such as
the International Monetary Fund (IMF), to “strong per capita income growth in
China, India, and other emerging economies,” which “buoyed food demand,
including for meats and related animal feeds, especially grains, soybeans, and
edible oils” (IMF 2008). Then US President George W. Bush referred to a “350
million”-strong middle class in India to argue that its demand for better nutri-
tion was a factor pushing up the global food prices (Prasad and Mittal 2008).
The USDA has, in turn, pointed to the “China factor” (Jiang 2008).

It seems highly probable that mass consumption in India and China, which
experienced economic growth at a rate of 9.2 percent and 11.4 percent respec-
tively in 2007 and which together account for nearly one third of world’s pop-
ulation, could create a food crisis. A closer examination, however, reveals that
this is not the case.

Demand for food is income inelastic—the quantity people demand for food
does not vary much with changes in incomes, as people need a certain quan-
tity of food to survive, but, at the same time, they cannot consume much more
than what is enough for them. What changes is the composition of the food
basket. Increased incomes lead to demand for higher quality food, and, in this
case, meat. This is explained by Bennett’s law, which states that the share of ani-
mal products in calories consumed increases as incomes rise (Poleman 1981).

This argument is questionable, however, in the case of India, where the
consumption of red meat is low for cultural and religious reasons. There has been
extraordinary growth in the consumption of milk, eggs, and poultry meat, but
per capita consumption of these products is low: 37 eggs and 1 kg of poultry
meat per capita per annum. Also, poultry is one of the fastest growing segments
of the agricultural sector in India today with the production of eggs and broil-
ers rising at a rate of 8—10 percent per annum. As a result, India is now the
world’s fifth largest egg producer and the eighteenth largest producer of broil-
ers (Delgado and Narrod 2002).

In addition, both India and China, while maintaining a food trade surplus,
remain net exporters of cereals. China’s food trade balance maintained an aver-
age surplus of US$4 billion from 2000 to 2006 and has always been a net
exporter of cereals (Berthelot 2008b). India, too, has been a net exporter of
agricultural and food products since 1995. It is also a net exporter of meat and
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dairy products. In contrast, the European Union (EU) remains the largest importer
of oil seeds, fifth largest importer of cereals in 2007-08, and its food trade bal-
ance remains in deficit (Berthelot 2008a).

A report from the World Bank, which attributes rising prices to the produc-
tion of biofuels, also vindicates the developing countries in their role behind the
food price crisis. It states: “Increase in grain consumption in developing coun-
tries has been moderate and did not lead to large price increases. Growth in
global grain consumption (excluding biofuels) was only 1.7 percent per annum
from 2000 to 2007, while yields grew by 1.3 percent and area grew by 0.4 per-
cent, which would have kept global demand and supply roughly in balance”
(Mitchell 2008, 17).

Speculation in Financial Markets

The influx of hedge funds, index funds, and sovereign wealth funds in agricul-
tural commodity markets has been suggested as one of the key forces behind
the hyperinflation of basic food staples in the short run. It is also one of the
two factors that differentiate the current crisis from the previous ones as the
nature of the speculating actors has changed significantly.

The futures market is supposed to be a “stabilizing” tool for farmers to sell
their harvests ahead of time. In a futures contract, quantities, prices and deliv-
ery dates are fixed, sometimes even before crops have been planted. Because
speculators are supposed to buy when prices are low and sell when prices are
high, they serve to make prices /ess volatile rather than more so.

However, deregulation allowing Wall Street banks to speculate in agricul-
tural futures contracts in essentially unlimited quantities through “swaps” agree-
ments, along with the systematic exploitation of regulatory loopholes, has
facilitated a surge in speculative investment in commodity markets to unprece-
dented levels in recent years.2 Additionally, speculators are often no longer
directly involved in agricultural production or processing but rather are “non-
commercial” hedge funds and indexes. Investment in commodity-futures-
indexes, primarily from non-commercial speculators, grew from US$13 bil-
lion at the end of 2003 to US$260 billion as of March 2008 (Masters 2008). Also,
with the burst of the US housing bubble and global grain stocks growing low,
financial speculators saw opportunities in the food commodities markets to
diversify their financial portfolios and improve returns for their investors.

The artificial demand created by investors’ speculation in commodities futures
put tremendous upward price pressure on food and energy commodities. For
instance, wheat, a commodity that has been increasingly subject to speculative trade
in the commodity futures exchanges, along with corn, rice, and soya, has
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experienced extreme price volatility. Wheat prices have seen a series of spikes and
dives since January 2008: between 10 January and 26 February 2008, prices
increased by 46 percent, fell an equal amount by May 19, increased again by 21
percent to early June, and then fell until August (Ghosh 2008). The rapidity and
volitility of changes suggest forces other than supply and demand at play.

In June, the US Homeland Security and Governmental Affairs Committee
held pension funds responsible for price spikes in commodities markets. The
huge influx of fund money into commodity markets between 2003 and 2008 par-
alleled aggregate commodity price increases greater than those of any other
period in recorded US history. In a dramatic bid to lower food and energy prices,
the committee proposed barring schemes with more than US$500 million in
assets from investing in US agricultural and energy commodities. The proposed
bill, the Commodity Speculation Reform Act of 2008, passed in the US House
of Representatives with major revisions in September 2008 (Institute for Agri-
culture and Trade Policy 2009).

Biofuels

Perhaps the most prominent difference between the current food price crisis and
earlier ones is the increase in demand for grain due to biofuels production in the
United States and European Union. Although there is general consensus that
demand for biofuels has played a proximate role in price spikes by tightening
the global market, the United States has argued for their more marginal role
against the position of the World Bank and the OECD (Trostle 2008). Biofuels
and the related consequences of low grain stocks, large land-use shifts, specula-
tive activity, and export bans, have been held responsible for a 70-75 percent
increase in food prices (ibid.). While Brazil is also a significant producer of bio-
fuels, it is estimated that its sugar-cane-based ethanol production has not con-
tributed appreciably to the increase in food commodity prices (Mitchell 2008).

High oil prices in recent years, together with concerns over energy secu-
rity and climate change, have promoted the production and use of biofuels as
a supplement to transportation fuels. Generous policy support (subsidies and tar-
iffs on imports) and ambitious mandates—the 2007 US Energy Bill almost
quintupled the biofuels target to 35 billion gallons by 2022, while the EU wants
10 percent of transportation fuels to be provided by biofuels by 2020—pro-
vided a further boost.

The EU, the largest biodiesel producer, began to increase biodiesel produc-
tion in 2005, while US ethanol production has risen more rapidly since 2002.4
Between 1980 and 2002, the amount of corn used to produce ethanol in the
United States rose by 24 million metric tons, accounting for 7 percent in the total
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increase in the demand for wheat and coarse grains.> However, between 2002
and 2007, the quantity of US corn used to produce ethanol increased by 53 mil-
lion metric tons, accounting for 30 percent of the global growth in wheat and
feed grains use (Trostle 2008, 15).

As ethanol production has expanded, corn stock levels have declined and
corn prices have increased. According to Keith Collins (2008), chief econo-
mist at the USDA, the US stock-to-use ratio of corn has dropped from a 24
percent average (1980 to 2004) to 11.1 percent in 2007-08, or a little over one
month’s supply. “In 2008/09, it is expected to drop to 5.4 percent, only 20 days
of supply and the second lowest level in 49 years of records.” According to
Collins, “there is little prospect of a return to the historical ratio because demand
for corn is increasing, and the market is tight. Simply stated, the U.S. and global
grain economies are at risk.”

Without these increases, Mitchell (2008) estimates, “global wheat and maize
stocks would not have declined appreciably, oilseed prices would not have
tripled, and price increases due to other factors, such as droughts, would have
been more moderate. Recent export bans and speculative activities would prob-
ably not have occurred because they were largely responses to rising prices.”

Land-use changes due to expansion of acreage under biofuels feed-stocks have
reduced production of other crops. For instance, US rice production decreased
by 12 percent from 2006 to 2007 after 16 percent of the area sown in rice was
moved to corn (Berthelot 2008a, 8). Corn expansion also resulted in a 16 per-
cent decline in soybean planting, thereby reducing soybean production and lead-
ing to a 75 percent rise in soybean prices between April 2007 and April 2008
(Mitchell 2008).

The EU’s expansion of biodiesel production diverted land from wheat to
oilseeds, slowing the increase in wheat production. The eight largest wheat-
exporting countries expanded area in rapeseed and sunflower by 36 percent
between 2001 and 2007, while wheat area fell by 1.0 percent. The wheat pro-
duction potential of this land was 26 million tons in 2007 and totalled 92 mil-
lion tons from 2002 to 2007 (Mitchell 2008).

With few countries responsible for exporting staple cereal grains such as
corn, rice, and wheat, least developed countries (LDCs) and developing coun-
tries have come to largely rely on imports from these countries. So any changes
in the policies of major cereal-exporting countries have a significant impact on
the world markets. Since the United States is the world’s largest corn exporter,
higher prices resulting from increased US demand for biofuel production have
spilled over onto world markets, triggering an international crisis.
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Long-Term Structural Factors behind the Food Price Crisis

Short-term factors outlined above triggered lower supplies and resulted in
food price increases. It is essential to understand how developing countries
have come to be vulnerable to supply changes caused by short-term factors.
However, failure to examine structural causes that have been at work for the
last few decades would present an incomplete and incorrect picture of the cur-
rent crisis and prevent appropriate action to alleviate the problem.

Decline in Investment in Agricultural Productivity

Despite evidence indicating that investment in agriculture results in positive
growth and poverty reduction, spending on farming as a share of total public
spending in developing countries fell by half between 1980 and 2004 (Jiang
2008). The situation is especially severe in sub-Saharan Africa (Akroyd and
Smith 2007). This trend started during the 1980s and 1990s when the World
Bank’s Structural Adjustment Loans promoted reforms in the agricultural and
financial sector. These reforms aimed at reducing the role of the public sector
in agricultural marketing, removing agricultural input and food subsidies,
withdrawing specialized credit facilities for agriculture, and downsizing agri-
cultural sector agencies—which included eliminating national grain reserves
in many instances and closing down marketing boards—as conditions for
receiving new loans or restructuring existing debt.

Deregulation of the financial sector, which led to the closure of rural bank
branches, created an urban bias in loan allocation and shifted rural savings to
urban and commercial credit as the market-oriented financial sector responded
to short-run return differentials, adversely impacting financing for agriculture
(Chowdhury 2002). The overall impact in most countries was that government
expenditure in agriculture fell sharply. Poor public investment, in turn, led to
a lack of private investment (Cleaver and Donovan 1995). In several countries,
failure to adhere to IMF and World Bank conditionalities triggered temporary
(and sometimes permanent) postponements of cash releases and changes in
commitments from other donors that further destabilized the level of expendi-
ture in the agricultural sector (ibid.).

These externally imposed mandates prevented developing countries, espe-
cially those in sub-Saharan Africa, from making needed investments in agricul-
ture. National government funding of agricultural science fell by 27 percent in
sub-Saharan Africa between 1981 and 2000, with many governments currently
allocating less than 1 percent of their national budgets to the sector (Hanson
2008). In July 2003, members of the African Union agreed to devote at least 10
percent of their government budgets to agriculture programs over the next five
years. So far only Rwanda and Zambia have executed the plan.
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Countries have reduced and even eliminated support for farm credit, crop
distribution, and reserve programs. The elimination of seed and fertilizer sub-
sidies, a keystone of World Bank austerity policies, resulted in African farm-
ers abandoning higher-yield seeds leading to a decline in crop yields and
production. When Zambia eliminated corn seed and fertilizer programs, corn
acreage and fertilizer application both declined sharply (World Bank 2002).

At the same time, multilateral investment in agricultural projects in poor
countries and agricultural research by the governments of rich nations and insti-
tutions such as the World Bank have also been declining (Jomo 2008). Agricul-
tural research grants were cut in half—from US$6 billion to US$2.8 billion
annually—between 1980 and 2006, with the United States alone decreasing its
contribution from US$2.3 billion to US$624 million. USAID, the US interna-
tional development agency, has cut its agricultural aid by 75 percent in the past
two decades; just 4 percent of current development aid to Africa goes to invest-
ment in agriculture. The World Bank decreased its lending for agriculture from
US$7.7 billion in 1980 to US$2 billion in 2004 (ibid.). The Independent Eval-
uation Group report on the Bank’s agricultural programs in sub-Saharan Africa
between 1991 and 2006 states that the Bank channelled US$2.8 billion to agri-
culture, constituting just 8 percent of its investment lending to the region (World
Bank Independent Evaluation Group 2007).

This underinvestment in agriculture by national governments and interna-
tional donors, and their imposed conditionalities, has prevented adequate farm
programs in the poorest developing countries. This has eroded their ability to
maintain agricultural production and increased their reliance on imported food.

Reduced State Regulatory Role in Agricultural Production
and Trade

During the 1970s, especially in Africa, the World Bank promoted the develop-
ment and support of a variety of agricultural marketing and processing parastatals.
In the 1980s and 1990s, it strongly encouraged the withdrawal of the state’s reg-
ulatory role, for instance through the elimination of agricultural marketing boards.

Marketing boards were made responsible for managing the stock of food at
the national level. They bought agricultural commodities from farmers at a
price fixed high enough to cover the cost of production plus a profit, keep the
commodities in a rolling stock, and release them into the market in the event
of a bad harvest in following years. Marketing boards also organized the redis-
tribution of food from surplus to deficit areas of the country. Preventing price
volatility, marketing boards protected both producers and consumers against
sharp rises or drops in prices, prioritized self-sufficiency, and therefore reduced
the need for food imports and for foreign currency.
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However, marketing boards had their problems. In many developing coun-
tries, especially in Africa, they were found inefficient, over-staffed, and often
corrupt. Inefficiencies in the state-run marketing system squeezed farm-gate
prices and burdened state budgets. Thus, the donor/lender-sponsored reform
or elimination of marketing boards appeared reasonable, especially from the
point of view of balancing the state budget.

After over two decades of economic liberalization and related reforms,
however, the promised or expected gains in terms of growth and stability have
not been realized. The recent food crisis and the vulnerability of food security
in developing countries point to the fact that the goals of state intervention,
particularly in staple crop marketing, remain valid. Therefore, the reform agenda
should have aimed at improving the efficiency and reducing the waste associ-
ated with the marketing boards instead of closing them down.

Removal of Agricultural Tariffs and Resulting Import Surges

A recent fact sheet from the US Trade Representative’s (USTR) office states:
“Trade is a powerful tool to generate income gains that can dwarf foreign assis-
tance. ... The World Bank estimates that low and middle income countries would
realize 50 percent of their potential economic gains from global free trade in
goods, by the elimination of their own barriers” (2008). However, the indiscrim-
inate opening of markets has taken away the ability of developing countries to
govern the flow of agricultural imports into their markets.

Heavily subsidized agriculture has allowed industrialized countries to cap-
ture developing country markets by dumping commodities below the cost of pro-
duction.® In 2003, the United States exported wheat at 28 percent below the
cost of production, soybeans at 10 percent below the cost of production, corn
at an average price of 10 percent below the cost of production, cotton at 47
percent below the cost of production and rice at 26 percent below the cost of
production (Murphy, Lilliston, and Lake 2005).

The flood of cheap farm imports, often from countries where agriculture is
heavily subsidized, has made subsistence farming production in many developing
countries—especially in Africa—uncompetitive and financially unsustainable,
resulting in farmers leaving or being forced off the land. This process of “deagrar-
ianization” has turned some of these countries from net exporters to large importers
of food, directly threatening their food security and economic sustainability.

The FAO Briefs on Import Surges document up to 12,167 import surges
between 1980 and 2003 in 102 developing countries, with “devastating conse-
quences for the rural poor and local economies in Africa” (Kwa 2008). Food
import surges have affected developing countries everywhere, including South
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Box 2.1 The Experience of Ghana

From the 1960s to the 1980s, Ghana’s policies to promote self-sufficiency in food
involved the government actively encouraging the agricultural sector through

marketing, credit, and subsidies for inputs.

But under pressure from the World Bank and IMF—from the mid-1980s onward
and especially in the 1990s—the policies for self-sufficiency were reversed. Input
subsidies were eliminated, the state trading enterprise (Ghana Food Distribution Cor-
poration) was phased out, and the system of minimum guaranteed prices for rice
and wheat was abolished, as were many state agricultural trading enterprises and
the seed agency responsible for producing and distributing seeds to farmers. Loans
from the commercial banks to the agricultural sector dwindled from 13.6 percent
in 1993 to 1 percent by 2004. At the same time, applied tariffs for most agricultural
imports were reduced significantly to the present 20 percent. These measures left
local farmers unable to compete with imports artificially cheapened by high sub-
sidies, especially in rice, tomato, and poultry.

Ghana’s rice imports increased from 250,000 metric tons in 1998 to 415,150
metric tons in 2003, an increase of 70 percent. Domestic rice, which had accounted
for 43 percent of the domestic market in 2000, captured only 29 percent of the
domestic market in 2003. In all, 66 percent of rice producers recorded negative
returns, leading to loss of employment. Rice farmers were squeezed out of the
market along with other players in the value chain—traders, millers, transporters,
and so on. In response, the government raised tarifts on rice imports from 20 per-
cent to 25 percent, but the increase was in place for only four days before it was
removed under pressure from the IMF. In the same year, 2003, the US government
provided domestic rice subsidies worth US$1.3 billion. A government study found
that 57 percent of US rice farms would not have covered their cost had they not
received subsidies. In the period 2000-03, the average cost of production and
milling of US white rice was US$415 per metric ton, but it was exported for just
US$274 per metric ton, a price 34 percent below cost.

Ghana’s poultry sector was at its prime in the late 1980s but declined steeply
in the 1990s due to the withdrawal of government support and the reduction of tar-
iffs. Poultry imports rose by 144 percent between 1993 and 2003, and heavily sub-
sidized poultry from Europe made up a significant share of these imports... Between
1996 and 2002, EU frozen chicken exports to West Africa rose eight-fold, due
mainly to import liberalization, practically wiping out the half million chicken farm-
ers in Ghana. In 1992, domestic farmers supplied 95 percent of Ghana’s market, but
this share fell to 11 percent in 2001. In 2003, Ghana’s parliament raised the poul-
try tariff from 20 to 40 percent. This was still much below the bound rate allowed
by the World Trade Organization (WTO) of 99 percent. However, the IMF objected
to this move and the new approved tariff was not implemented (see Khor 2008).
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and Southeast Asia, Latin America, and the Caribbean. Although each country
is affected in different food markets, the narratives are strikingly similar: an
import surge of a food staple displaces the domestic market, thereby decreas-
ing domestic production and employment by startling percentages.

According to the United Nations Conference on Trade and Development
(UNCTAD, 2008), current high international food prices are expected to bring
about another episode of food import surges, which have become more frequent
in the LDCs in the post-trade liberalization era. Countries whose local agricul-
tural base was impacted by the dumping of cheap grains, in the form of food
aid and cheap subsidized commodities from richer nations, are now experienc-
ing shortages because the markets they have come to depend on have changed
their policies. The US and European biofuel policy is a case in point: corn
production dedicated to biofuels instead of food compounds scarcity in both
the market availability and food aid availability of the grain.

Shift to Export Crops

An estimated forty-three developing countries, of which three-quarters are
LDCs, depend on a single commodity (sugar, coffee, cotton lint, or bananas)
for more than 20 percent of their total revenues from merchandise exports
(FAO 2004). Governments in these countries have failed to restructure their
economies, which still have the legacies of colonial plantation-based produc-
tion and trade structures. The policy advice of donors/lenders has reinforced
this structure claiming comparative advantage.

However, the real prices of these commodities are volatile, and, as a direct
consequence, these countries are subject to significant risk, which affects the
level of macroeconomic activity as well as the households’ income distribu-
tion (Bourguignon, Lambert, and Suwa-Eisenmann 2004). For example, coffee
prices fell in 2002 to less than a third of their 1997 level. Uganda, a country that
implemented the trade and economic reforms requested of it in the 1990s and
increased coffee production, saw many of the gains undermined, if not wiped
about, by a decline of world coffee prices that were beyond its control.

According to the FAO, “declines and fluctuations in export earnings have
battered income, investment and employment in these countries and left many
of them deeply in debt.” Thirty-seven out of the forty-two countries identified
as Heavily Indebted Poor Countries (HIPCs) by the IMF and World Bank rely
on primary commodities for more than half of their merchandise export earn-
ings. More than half the world’s cocoa and more than a quarter of its coffee are
produced in countries classified as HIPCs (FAO 2004). The FAO also contends
that if prices for the ten most important (in terms of export values) agricultural
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commodities had risen in line with inflation since 1980, these exporters would
have received around US$ 112 billion more in 2002 than they actually did. This
is more than twice the total amount of aid distributed worldwide (ibid.).

This specialization in a few commodities such as coffee or cocoa has cre-
ated an increased dependence on food imports from developed countries and
converted developing countries from net food exporters to net food importers
(ibid., 14). “In the 1960s, developing countries had an overall agricultural sur-
plus of US$7 billion. By the 1970s, imports had increased and the surplus had
shrunk to US$1 billion. By the end of the 1980s, however, the surplus had dis-
appeared. Most of the 1990s and 2000s saw developing countries develop into
net food importers. The deficit in 2001 was US$11 billion” (ActionAid 2008).

Africa has been particularly impacted by the liberalization of markets and
diversion of resources from food crop production to cash crop investments, adding
twice as many acres of new cotton production as new acres of corn and fifty per-
cent more new acres of cocoa beans than new acres of millet since the World
Trade Organization (WTO) was formed in 1995 (Food & Water Watch 2008). In
the absence of international markets for traditional African crops like sorghum,
cassava, yams, and millet, farmers have been encouraged to grow cash crops like
coffee, sugar, cocoa beans, tea, and cotton. Export earnings are used to purchase
food, often low-priced imports from industrialized countries even as this practice
displaces small farmers. With prices of imported food rising, there is insufficient
domestic production to provide food for local markets in many countries.

Conclusion

Chronic hunger afflicts hundreds of millions of people. Between 2003 and
2005, the FAO estimated that 848 million people were undernourished world-
wide (FAO 2008Db). It also reported that the number has been increasing at the
rate of almost 4 million per year since the second half of the 1990s, rendering
the 1996 World Food Summit goal to halve the number of undernourished peo-
ple by 2015 a far-fetched idea.

This already grave situation of global hunger was worsened by the 83 per-
cent increase in global food prices between 2005 and 2008. According to the
FAO, an additional 75 million people have been plunged below the hunger
threshold, bringing the estimated number of undernourished people worldwide
to 923 million in 2007 (ibid.).

The crisis of global hunger today needs to be a wake-up call for nations to
recognize that agriculture is fundamental to the well-being of all people, both
in terms of access to safe and nutritious food and as the foundation of healthy
communities, cultures, and environment.

e



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:12 Page 26

26

Part1 The Causal Factors behind the Food Crisis

Governance reforms should include restructuring the WTO to create policy

space for poor countries to ensure domestic food security, while reducing agri-
cultural subsidies in the rich world. Conclusion of the Doha Development
Round of negotiations will only offer a way forward from the food crisis if the
embedded inequalities in the current system are addressed.

Urgent action is necessary and will require both a short- and long-term

approach. A comprehensive understanding of the causes of the food price crisis
is crucial, however, before steps can be taken to ensure global food sovereignty.

Notes

1

For instance, FAO reports that multiple-year droughts caused “exceptional shortfall in aggre-
gate food production/supplies” in Lesotho and Swaziland. In Nigeria and Ghana, the decline
of coarse grain production led to tight food supply that affected rising food prices in Benin,
Burkina Faso, Ghana, Niger, Nigeria, and Togo. In China’s harshest ice rains, snow, and
freezing weather since 1951, millions of hectares of vegetable and oil crops were “severely
damaged,” and “as of the end of January [2008], about 90 million people were reported to be
directly affected.” In Mongolia, the harsh winter impacted livestock production as well. The
villages of the Northern Atlantic Autonomous Region in Nicaragua, affected by powerful
hurricane Felix in September 2007, are receiving international food assistance for the grad-
ual recovery of their livelihood systems (FAO 2008a, 2—4).

In 2000, the Commodity Futures Modernization Act effectively deregulated commodity trad-
ing in the United States by exempting over-the-counter (OTC) commodity trading (outside
of regulated exchanges) from CFTC oversight. Soon after this, several unregulated commod-
ity exchanges opened. These allowed any and all investors, including hedge funds, pension
funds, and investment banks, to trade commodity futures contracts without any position lim-
its, disclosure requirements, or regulatory oversight.

United States uses nearly all corn as a feedstock, while the EU, the largest biodiesel produc-
er, uses rapeseed oil is its main feedstock.

Ethanol production jumped from 1 billion gallons in 2005 to 5 billion in 2006 and will reach
9 billion in 2009.

Ethanol is produced from sugar crops, such as sugar cane or beets, or starchy crops such as
maize. Biodiesel is produced from vegetable oils or animal fats.

In fiscal year 2008, US agricultural exports are expected to reach a record US$108.5 bil-
lion—US$26.6 billion above 2007.

The inability to make a living in agriculture is driving more and more people in LDCs to seek
work in other sectors of the economy, a process described as “deagrarianization” (see UNC-
TAD 2008).
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CHAPTER 3
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The 1974 and 2008 Food Price Crises
Déja Vu?

Sue Horton

harply rising grain prices, food riots, increasing oil prices, low food stocks,

low food aid deliveries, food export restrictions/bans, and blame assigned
to speculators—are we talking about 2008 or 1974? The similarities between
the two food price crises are striking. Although the world changed considerably
between 1974 and now, as far as international food markets are concerned,
many of the same problems persist.

Did we not learn anything from the 1974 food crisis? Why did the solu-
tions implemented in 1974 not prevent a recurrence? What can we do to pre-
vent another future food price crisis?

This paper first discusses the similarities (and differences) between the
1974 food price crisis and the current one. I then provide my personal assess-
ment of the policy options post-2008, taking into account the successes and
failures of policies implemented in 1974.

Similarities—and Differences—between the 1974 and
2008 Food Price Crises

The following excerpts from a Time Magazine article for 11 November 1974
show strikingly how history repeats itself:

The world’s reserves of grain have reached a 22-year low....Low harvests and
high prices have forced the traditional surplus-producing nations to curtail the
amount of food that they normally give as aid...Argentina, Brazil, Thailand,
Burma and the Common Market nations have restricted food exports.

29
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Against this gloomy backdrop, about 1,000 delegates from some 100 nations and
a dozen international organizations are gathering in Rome this week for the
World Food Conference.

Food riots have become commonplace in vast sections of Bangladesh and India.
Time also considered the causes of the crisis:

Then came 1972. Bad weather started to plague so much of the world’s crop land
that many experts conclude the climate itself is changing...Harsh winters,
droughts or typhoons cut output in the Soviet Union, Argentina, Australia, the
Philippines and India. The weather improved in 1973, but a new set of problems
threatened food output...Fertilizer was in short supply, and its price started to
climb. Then came the devastating impact of the quadrupling of the market price
of petroleum.

With minor changes to the dates, and some—but not all—the country names,
this same article could have been reused in 2007-08.

Figure 3.1 plots wheat prices for 1973—74, and 2007—08 on the same graph
(January 1973 is the base year for the 1973—74 plot, and January 2007 for the

Figure 3.1
Monthly Wheat Price Index, Jan. 1973 to Dec. 1974 and Jan. 2006 to
Dec. 2007, in US8 and European Currency
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2007-08 plot). Figure 3.2 provides a similar plot for rice. There are some dif-
ferences in the circumstances of the two crises. In 197374, the US dollar was
falling against the European currencies, whereas it was rising in the first half
of 2007. Therefore the 1973 crisis looks worse using US dollars, whereas the
2007 crisis looks worse using euros. The experience for individual developing
countries depends on the major currency with which their own currency is more
aligned. However, the similarities between the two crises, in terms of the evo-
lution of prices, are very clear.

Grain Stocks

An analysis of world grain stocks suggests that there was no great surprise
that food prices started to rise in 2007, and, given a small supply shock
(drought in Australia), that a price crisis ensued. Figure 3.3 shows world
wheat stocks at end-year for the period 1974-75 to 200809, and also shows
that the stock-to-use (consumption) ratio globally reached its lowest level in
2007-08 since 1974-75.

It is expensive to hold food stocks, because food is bulky and perishable.
World trade markets in food are thin, relative to many other commodities, and

Figure 3.2
Monthly Rice Price Index, Jan. 1973 to Dec. 1974 and Jan. 2006 to Dec. 2007,
in US$ and European Currency
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Figure 3.3
End-Year Wheat Stocks, and Stock-to-Consumption Ratio, Wheat (Worldwide),
1970-71 to 2007-08
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this is particularly true for rice, a market in which there are few net exporters. !
Consumer demand for grain in poor countries is inelastic with respect to price,
since poor people cannot substitute away from basic staples. Although price
increases can send a signal to farmers to produce more staples, this takes a few
months to have an effect.

For all these reasons, traded food markets are subject to price volatility,
and the low stock-to-use ratio in 1973—74 and again in 2007—08 presented a vul-
nerability. All it required was an adverse event, or set of events, to trigger a
crisis. In the 1970s, the sequence of events started with bad weather in the
USSR, Asia, and Africa in 1972, causing world production to drop nearly 40
million metric tons (Hathaway 1975). The USSR then chose to import heavily
to offset domestic shortfalls, an unusual practice for them. The United States
had been in the process of drawing down their stocks because of storage expense,
and due to poor surveillance was caught unaware of the large USSR purchases.
Although production recovered in 1973, it was not enough to rebuild stocks. All
it took was another year of adverse weather (as was the case in 1974 for both
the USSR and the United States), to precipitate a crisis (ibid.).

In 2007, grain stocks were again at record low levels, for reasons to be dis-
cussed further below. As in 1974, a major exporter (in 2008, the European
Union) had deliberately run down stocks, a consequence of rationalization in
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the Common Agricultural Policy. The butter and beef mountains (and milk
lakes), which had built up due to farm support prices, had dwindled as the
Common Agricultural Policy was reformed. All it then took was adverse weather
in some major producing areas to push food prices (which had been trending
upward in 2005 and 2006) even higher.?

Energy Prices

In both 1974 and 2008, oil price rises were a trigger for food price increases.
Oil prices rose almost 450 percent from October 1973 to May 1974, partly
related to the response of the Organization for Petroleum Exporting Countries
(OPEC) to the Yom Kippur war in October 1973, and compounded by a com-
modities boom (Rogers 2008). Fertilizer prices track oil prices, and in 1974
this was exacerbated by Morocco’s decision to treble the price of rock phos-
phate in the first half of 1974 (ibid.). Although the increase was not of the
same magnitude as that of the 1970s, oil prices almost doubled between
August 2007 and August 2008, again as part of a commodities boom. Between
January 2000 and September 2007, oil and wheat prices tripled, and corn and
rice prices doubled (von Braun 2007). The link is not surprising: food produc-
tion requires energy (for machinery, petrochemical inputs such as fertilizer,
and for transporting output).

Increased Demand

These trigger events, however, do not precipitate a food crisis without an
underlying imbalance in supply and demand. In 1974, the strong increase in
demand resulted from a combination of relatively fast population growth in the
developing world and rising demand for meat in the industrialized world. In
the developing world, the demographic transition was in its early stages, in
which mortality rates were dropping but birth rates had not yet responded
(ibid.). The Club of Rome had recently published (in 1972) The Limits to
Growth, its first report reflecting concerns about population growth and pres-
sure on resources. In industrialized countries, demand for meat was increas-
ing, as detailed in Francis Moore Lappé’s Diet for a Small Planet. The book
highlighted the inefficiency of animal-based diets, reporting that it takes three
calories of grain to produce one calorie of meat for human consumption using
chickens and pigs, and eight calories using cows (Lappé 1971). The Soviet
Union chose to import grain to maintain grain and animal product consump-
tion despite domestic crop downturns.

Although circumstances were different in 2008, the phenomenon of increas-
ing demand was the same. The developing countries were much further along in
the demographic transition and birthrates had fallen (although population growth
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will continue for some decades as a result of the very young population age struc-
ture). However, a major driver was rapid economic growth particularly in China
and India, where almost one-third of the world’s population lives. In these coun-
tries, more affluent consumers demanded more animal products—more meat in
China, and more dairy (and somewhat more meat) in India; a similar phenome-
non was underway in other large developing countries such as Brazil.

One new factor in 2008 was the demand for food grains to produce bio-
fuel. Rising fuel prices—and dwindling oil stocks—Ied industrialized coun-
tries to subsidize the production of biofuel, whose production has risen
dramatically since 2000 (IFIF/FAO 2006; Renewable Fuels Association 2008).
The United States, for example, has mandates for ethanol blending and tariffs
on imported ethanol, as well as subsidies (Rosegrant 2008). The percentage of
the US corn crop used for ethanol production rose from 6 percent in the 2001-02
crop year to 18 percent in 2007-08 and 24 percent in 2008—09 (see IFIF/FAO
2006; Kojima and Klytchnykova 2008). Similarly, Brazil has legislation requir-
ing ethanol—gasoline blends and devotes half its sugarcane to ethanol (Kojima
and Klytchnykova 2008). The biofuel phenomenon is therefore closely linked
to energy prices discussed in the previous section.

The International Food Policy Research Institute’s (IFPRI’s) IMPACT model
suggests that this has had a noticeable effect on food prices. If biofuel demand
were frozen at 2007 levels, the model predicts significant drops in food prices
(notably maize, 6 percent lower by 2010 and 14 percent lower by 2015), with
smaller effects for wheat, cassava, sugar, and oils (Table 3.1, using Rosegrant
2008). If there were a complete moratorium on using agricultural products to
produce biofuel, the effect would be even stronger. Maize prices would be 20
percent lower in 2010 and 21 percent lower in 2015, with corresponding dou-
ble digit drops in 2015 for wheat, sugar, and cassava.

In the long run, it is predicted that second generation biofuels will com-
pete less directly with food consumption as production using sugar cane waste,
cellulose, and even algae become economical (ibid.). In the short run, how-
ever, US policies are both inefficient (favouring domestic ethanol production
using maize, which is more costly than production using sugarcane from Brazil),
and compete more directly with food (land used for sugarcane is not as directly
substitutable to grain production and world sugar prices remain depressed).

The enthusiasm over biofuel from the earlier 2000s diminished somewhat
in 2008 with the sobering realization that—absent additional investments in
agriculture—“green” fuel for cars competes directly with feeding poor people.
Without putting the brakes on biofuel completely, devising a solution requires
renewed attention to agricultural research and careful consideration of distor-
tions (favouring maize use over sugar, for example) and of the overall green-
house gas effect of biofuels.
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Table 3.1
Percentage Change in Selected Crop Prices if Biofuel Demand Were Limited
Biofuel Freeze Biofuel Biofuel Freeze Biofuel

2007 levels Prices Moratorium 2007 levels Prices Moratorium

Crop in 2010 Prices in 2010 in 2015 Prices in 2015

Maize -6 14 -20 21

Wheat -2 -4 -8 —11

Sugar -1 —4 —11 -12

Oils -2 —6 -1 0

Cassava -2 =5 —14 -19

Source: Trostle 2008 (USDA data)

Speculation and Middlemen

In 1974 and also in 2008, speculators and middlemen were blamed for rising
prices. Economists regard trading in grain futures as a generally useful phe-
nomenon, allowing producers to hedge against risks, for example. Obvious
abuses such as “cornering” markets (secretly amassing a large enough posi-
tion to dominate a market in a specific crop) are considered undesirable, but
such abuses can be limited by requirements for disclosure and transparency.
Clearly, however, speculators can exacerbate short-term price volatility.
Leading up to the 1974 crisis, much blame was attached to sales of subsi-
dized US grain to the USSR described in the press as “the great grain robbery”
(Luttrell 1973). At the time, the United States was trying to decrease large and
costly grain stocks, and the US Department of Agriculture (USDA) had been
managing an export subsidy program. However, as the General Accounting
Office concluded in hindsight, there were some problems with the program.
Exporters had the option of determining the date when they registered for the
subsidy, which made it possible for the USSR to conclude a number of deals
before the USDA realized the scale of their purchases. The General Account-
ing Office likewise argued that “[t]he trading rules and procedures of the USDA
were not adequate for dealing with the bargaining power of a foreign state trad-
ing monopoly” (ibid., 3). Although this did not lead immediately to a food price
crisis, it meant that stocks were unusually depleted leading into the 1974 cri-
sis. Some of the blame also was attached to the large, private, and secretive
grain companies such as Cargill: “The company became a prime target when
the U.S. government went after the big grain exporters for allegedly manipu-
lating the market. It emerged largely unscathed” (Weinberg and Copple 2002).
In the 2007 crisis, critics pointed the finger at speculators. IFPRI quotes
David King, the secretary-general of the International Federation of Agricultural
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Producers as saying: “Even if it is difficult to gauge the real impact of this
financial speculation, it has certainly played a role in influencing trading prices.
Take for example the fact that in a normal year, trading and movements on the
wheat futures market in Chicago represent the equivalent of 20 times the annual
U.S. wheat harvest. In 2007/2008, these movements represented the equiva-
lent of more than 80 harvests” (IFPRI 2008, 9).

This is, however, a symptom of the problems in grain markets, rather than
an underlying cause. Arguably it is more important to protect the “entitlement”
of poor consumers to buy food (through the protection of their ability to get work
or to use social safety nets) than to spend resources tinkering with futures and
hedges. The response of governments to price hikes, such as imposing export
bans, is equally damaging to market functioning. In 2008, twenty-nine coun-
tries imposed such bans during the crisis, behaviour that also occurred in 1974.

Food Aid

Figure 3.3 displays another lamentable similarity between the 1974 and 2008
crises. Food aid varies almost exactly inversely with food prices (donors tend
to set budgets in dollars, such that much less food is provided at times of high-
er prices). Thus, cereal aid was the lowest in 1973—74 of any year (other than
1988) during the twenty-year period from 1970 to 1990, and similarly food aid
was the lowest in 2007 of any year during the seventeen-year period from 1990
to 2007 (having declined fairly consistently in volume since 1999). Thus, far
from being a stabilizing force during food crises, food (or cereal) aid dries up
exactly when it is most needed.? Figure 3.4 also plots the wheat price for the
same years and shows the clear inverse relation with food (or cereal) aid.

It is too soon to know what the consequences of the 2008 food crisis will
be, and how these will parallel those of the 1974 crisis. We do know that food
crises restrict both the quantity and quality of diets of the poor. Isenman (1980)
shows using time series data that the elasticity of the death rate with respect to
the rice price in Sri Lanka was 0.15. He estimates that the increase in rice prices
during the 1974 crisis was associated with an increase in the death rate from 7.7
to 8.9 per thousand. One would expect that many of these deaths were among
children, and that the corresponding increase in the infant mortality rate would
be considerably higher. There are some predictions of the effect of poorer diet
quality in 2008. Bouis (2008) estimates that a 50 percent increase in food prices
in Bangladesh will cause a 25 percent increase in anemia rates as households
purchase fewer animal products and vegetables in order to maintain staple con-
sumption.
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Figure 3.4
World Cereal/Food Aid, Compared to Wheat Price, 1970-2007
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International Governance, the 1974 Food Crisis, and
Possible Responses to the 2008 Crisis

The 1974 food price crisis was a harbinger of further instability in the world eco-
nomic system; the second oil price increase in 1978 was followed by the debt
crisis and a long decade of little growth in the developing world. It is too soon
to know what will follow the 2008 food price crisis, but all the current indica-
tions are of similar recession and growth slowdown, which will compound the
adverse effects on the developing world.

In response to the 1974 food crisis, a World Food Conference was con-
vened in November of that same year. Hathaway (1975) provides a useful sum-
mary of the outcomes. The conference emphasized three solutions. The first
was to increase food production in developing countries, applying more agri-
cultural inputs and improving policies in order to encourage agricultural pro-
duction (although Hathaway dryly notes that “the nature of such policies was
never spelled out” [70]). The second solution, the responsibility of the Food and
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Agriculture Organization of the United Nations (FAO), was a better food secu-
rity system worldwide, with better information, a system of stocks, and increased
food aid. Finally, trade was considered important. Hathaway again comments:
“Little was expected on this issue, and the developed countries guaranteed this
outcome by insisting trade issues could be discussed only in the trade negoti-
ations already under way” (70).

There were also three new institutions created in the wake of the crisis.
These included the World Food Council, which was to oversee the global food
security mandate. This council was disbanded in 1993 and its functions trans-
ferred to FAO. The second was what became in 1977 the International Fund
for Agricultural Development (IFAD), which still exists. The third was the
Consultative Group on Food Production and Investment, which only lasted
three years. So what is the way forward for the global governance of food and
agriculture given what we know from recent and not so recent history of food
crises? Some thirty years later, we can assess the policy outcomes from the
1974 crisis with hindsight (and I stress that these are personal observations). |
focus on three aspects: productivity, trade and markets, and protecting the poor.

The Consultative Group on International Agricultural Research (CGIAR)
System was built up throughout the 1970s (the first four centres combined to
form the group prior to the crisis in 1971 and were joined by another nine new
centres up to 1980 and four additional centres in the first years of the 1990s).
Although the group was valuable in developing publicly available agricultural
resources, by the beginning of the new millennium it was clear that the group
was struggling (and some centres have been closed or amalgamated). The group
has not been able to catalyze what is arguably the most urgent need, namely to
improve technology for the rainfed agriculture that characterizes much of sub-
Saharan Africa. The CGIAR is currently well along in a major organizational
reform, which is much needed, since maintaining productivity growth in agri-
culture is essential. However, “development aid for agriculture dropped from
18 percent in 1979, to just 2.9 percent in 2006” (Bage 2008).Given the pre-
dicted adverse effects of climate change in much of sub-Saharan Africa, the
urgency of the need for improved technology is ever-growing.

The world food security system reform of 1974 has not, in my opinion,
been highly successful, and I am extremely skeptical that a renewed attempt with
new institutions would work any better. Two of the three new institutions cre-
ated after 1974 did not survive. The third one—IFAD—was not a major player
in the 2008 food crisis. Although it has arguably done solid work on rural devel-
opment and rural credit, this on its own was not enough to substantially improve
food security.
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I offer the usual economist perspective, that removing obvious market dis-
tortions is important. So, while economic theory suggests that it is reasonable
to subsidize biofuel development on a temporary basis, one should review very
carefully the optimal subsidies. For example, is it less harmful to subsidize
ethanol from sugarcane than from maize, if sugar is grown on land that cannot
readily be used for grain? Should one carefully consider the greenhouse gas
emissions (which differ between crops that can generate ethanol) and take these
into account when deciding what to subsidize? Not all “green” ethanol fuels are
equally “green.” And if, in the future, one is going to pit consumers in the
Organization for Economic Co-operation and Development countries, and their
demand for transportation, against poor consumers in the food-deficit coun-
tries, should there be some responsibility for ensuring better social safety nets
in the developing world? These could be food-for-work programs, the currently
fashionable contingent income-transfer programs, and so on. Improving safety
nets is a long project, and the food crisis simply underscores its importance
and urgency.

Finally, on the trade agenda, considerable progress has been made since
the 1970s, despite the skepticism at that time by Hathaway. Agriculture did
enter into the General Agreement on Tariffs and Trade round of the 1990s, and
considerable work was done to dismantle the worst excesses of the Common
Agricultural Policy and in North American policy, with their attendant disincen-
tives to developing country agriculture. Of course, there is considerable addi-
tional work to be done. The labour-abundant poor countries in Asia have
benefitted from increased market access for manufactures, and this has had
considerable impact on poverty—although the benefits to Africa from increased
trade are much more uncertain. I would hope that the crisis does not cause
reversion to a protectionist mindset.

Given my own research agenda, I argue that there is a need to protect the
nutrition of poor households in general, which is particularly important at times
of crisis, and I draw two conclusions. First, interventions to improve nutrition
must be cost-effective. There are over 900 million people whom the FAO clas-
sify as “hungry,” who lack adequate food. Solutions that are not relatively low-
cost, and cost-effective, cannot be used at scale.

Second, there is a need for continued investments in micronutrients to pro-
tect diet quality and reduce mortality and morbidity. These have been deter-
mined by the Copenhagen Consensus process to be among the top six
development priorities (out of more than forty examined) on the basis of ben-
efit-to-cost ratio, sustainability, and feasibility (Horton, Alderman, and Rivera.
2008). Investments in micronutrients, through supplements and fortification, can
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help to protect vulnerable populations through times when diet quality deteri-
orates. Although these do not solve the longer-term issues, food fortification and
supplements for vulnerable groups can protect health (and in the extreme, reduce
mortality rates), as longer term solutions are implemented. It is particularly
unfortunate to hear of examples such as that of Senegal, which used funds for
a temporary food subsidy during the crisis and then encountered difficulties in
funding the Senegal Nutrition Enhancement Program (France Begin, Micronu-
trient Initiative, pers. comm.).

In closing I would say that the most important policy lesson of the 1974 cri-
sis—that additional investment in agricultural development is a high priority—
is even more true in responding to the 2008 crisis. Climate change is bringing
additional urgency to the needs in this area, yet the rapid transition from a
global food price crisis to a global financial crisis may distract our attention from
the issue. I hope that we can learn from the 1974 crisis and respond better to
the current crisis, so that we can prevent (or at least minimize) the next food price
crisis.

Notes

1 Thinness implies that only a small proportion is traded as compared to domestic consump-
tion.

2 The adverse weather events included drought in Australia, causing a considerably lower
wheat crop, floods in Northern Europe, and a heatwave in Southern Europe, all of which dis-
rupted production in 2007.

3 Note that the volume of food aid is slightly higher than that of cereal aid, due to the inclusion
of modest amounts of non-cereal products such as skim milk powder, canned fish, etc. No
source was found that had a consistent single series for either cereals only, or all food aid,
from 1970 to the present.
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CHAPTER 4

-

Responding to Food Price Volatility
and Vulnerability

Considering the Global Economic Context

Jennifer Clapp

n early 2008, developing countries were hard hit with rising food-import

bills and widespread civil unrest sparked by sharp food-price rises. Within
six months, international food prices had fallen back sharply. In some cases, such
as with wheat, prices receded to levels below those of a year earlier but still
higher than previous years (FAO 2008a). Understanding the range of factors con-
tributing to price volatility is important for assessing whether it will continue,
the impact on the world’s poorest countries and low-income people, and how
the international community should respond.

When food prices were at their height in mid-2008, a primary cause was iden-
tified in the most powerful circles: food supply was simply not keeping up with
demand. This is exemplified by the comments of Jeffrey Sachs, a prominent
economist and UN advisor, who explained the emergence of the crisis in May
2008 to European Union (EU) Members of Parliament in basic terms: “World
demand for food has outstripped world supply” (Sachs 2008). But can the spikes
in food prices be reduced to a simple equation of supply and demand? Or are
more complex factors at play? As food prices climbed precipitously, and then
fell quickly, a growing number of analysts pointed out that “market fundamen-
tals” alone could not explain this price volatility. While they are important,
there are broader forces at play that must be taken into consideration, particu-
larly in shaping international governance responses to the crisis. In this chap-
ter, I argue that broader international macroeconomic factors have played a
major role not only in precipitating the recent food price volatility but also in
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shaping the longer-term vulnerability to price swings in the world’s poorest
countries. Failure to take these factors into account in the international gover-
nance response to the crisis risks the continuation of both volatility and vulner-
ability in the world’s poorest countries.

Examining the Market Fundamentals in Recent Food Price
Volatility

A survey of the main reports on rapidly rising food prices released over the
past year by organizations such as the Food and Agriculture Organization of the
United Nations (FAO), World Bank, Organization for Economic Co-operation
and Development (OECD), the US Department of Agriculture (USDA), and
the International Food Policy Research Institute (IFPRI) reveals that supply
and demand fundamentals are highlighted as the most prominent causes (e.g.,
FAO 2008b; UN High Level Task Force 2008; World Bank 2008a; World Bank
2008b; OECD 2008; Trostle 2008; and von Braun et al. 2008). When other fac-
tors were mentioned in these reports, they were portrayed as playing a minor
or supporting role. Because longer-term trends of gradually rising food prices
have been forecast in recent years, it might be expected that analysis of the
price spikes focus on trends already identified. But do the causes of the longer-
term trends explain the sharp price rises seen in the first half of 2008?

A number of analyses pointed to rising demand for food in rapidly growing
countries such as India and China (IFPRI 2008, 4; Trostle 2008, 12; OECD
2008, 2; IMF 2008, 7). At the same time, short supply was blamed on drought
in Australia and bad harvests in Europe (FAO 2008b, 5; OECD 2008, 2; Trostle
2008, 2). This interpretation seemed to be confirmed by very low levels of
global grain stocks. The stocks, and the “stock-to-use ratio” (the amount of
stocks on hand as a percentage of overall use), were at levels not seen since
the previous world food crisis in the mid 1970s (FAO 2008b, 5; OECD 2008,
2; Trostle 2008, 21).

On top of this, a rising demand for grain-based biofuels was seen to have
greatly exacerbated the situation, leading to a large proportion of maize produc-
tion being diverted from the food supply (OECD 2008, 2; FAO 2008b, 7-8;
Rosegrant 2008). The biofuel factor affects both the demand for grain and the
supply of food and, as such, has the potential to have a large influence on prices.
The World Bank noted that almost all of the grain production increases expe-
rienced in the 2004—07 period went into biofuel production in the United States,
thus contributing greatly to demand for grain (World Bank 2008a, 1).! IFPRI
noted that approximately 30 percent of the food-price rises can be attributed to
the diversion of maize from food markets in order to produce ethanol (Roseg-
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rant 2008). But if biofuel production was responsible for a third of the price rises,
do the other supply and demand factors make up the rest of the dramatic food
price increases? This seems unlikely for several reasons.

First, in terms of demand, India and China’s rising demand for food was not
a sudden occurrence. Rather, it is a structural factor that has been gradually
increasing over the past few decades. Moreover, these countries are self-suffi-
cient in food and are not major buyers on global food markets (Heady and Fan
2008, 377). Second, in terms of supply, while it is true that world cereal pro-
duction fell short of utilization in 2005 and 2006, there was a recovery in both
2007 and 2008 to record production levels such that stock—to-use ratios rose in
2008 (see Figure 4.1) (FAO 2008b, 6-8). This increase in global production
occurred despite droughts and other bad weather that affected harvests. More-
over, the recovery in production began in 2007, yet prices continued to climb.
It could be that it was not production per se but rather the stocks of grain that
drove prices higher. Stocks of grain in 2007 were indeed at historically low
levels. But the stock-to-use ratio in 2003 was almost as low as it was in 2007,
without causing prices to jump to the same degree. In fact, the stock-to-use
ratio in 2003 was lower than that experienced in 1995-96, when prices did
rise sharply (see Figure 4.1). This raises questions about the extent to which
grain stocks and the stock-to-use ratio automatically determine food prices.

Figure 4.1
World Cereal Stocks-to-Utilization Ratio and Cereal Price Index, 1990-2008

Index %
250 41
230 Laert S, A
R . AN
210 > < R
190 N e - [\
LY
\‘,’ DN / \ 3
170 A /
.
150 %5
130 /\ s / 20
A
*~ o N
110 / \ KSR ‘./ i Y
90 hild
SS——
70 T T T T T T T T T T T T T T T T T 16
N) ) N} ) D
S > § Q Q
© o & & &
=== Cereals Price Index (2002—-2004 = 100) *Estimate/April 2009
= = = World Cereal Stock-to-Utilization Ratio Source: FAO

e

45



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:12@ Page 46

46

Part1 The Causal Factors behind the Food Crisis

The FAO and others have noted that there are reasons for lower grain stock
holdings that do not necessarily relate to production, such that lower stock-to-
use ratios would not necessarily lead to jumps in prices. Because food prices
had been low for most of the previous two decades, and storage costs high,
governments moved away from storing grain. As a result, many food proces-
sors moved to a “just in time” inventory system. This move away from storing
grain stocks had little to do with the amount of food produced but rather was
more closely tied to the rising costs of storage (FAO 2008b, 5—6). Some have
also pointed out that China, for example, had been deliberately reducing its
stocks since about 2000 (Heady and Fan 2008, 381; Dawe 2009, 4-5). But
because China is not a major player on world grain markets, this draw down is
not considered to have had any impact on prices, and world stock-to-use ratios
excluding China have been steady in recent years (ibid.).

In June 2008, the FAO noted that a significant portion of the price volatil-
ity in international food markets was beyond what could be explained by the
underlying supply and demand. Futures prices for wheat, for example, were
60 percent beyond what the market fundamentals would dictate in March 2008,
while prices for maize were 30 percent beyond the underlying expected value
in April 2008 (FAO 2008c, 55-57). In the second half of 2008, prices fell back
sharply, further contributing to the volatility. Identifying the source of this sig-
nificant price volatility is of vital importance for establishing effective global
governance responses to the crisis.

The International Macroeconomic Forces at Play in the
Price Spikes

The fact that food prices declined quickly in the fall of 2008—just as world finan-
cial markets were collapsing—suggests that broader macroeconomic factors play
a significant role in determining food prices. It may be that food prices fell in
response to expected drops in demand for commodities, due to turmoil on finan-
cial markets and the ensuing global recession (FAO 2008d, 63). But this price drop
signals the importance of examining the extent to which international financial
factors played a role in fostering food-price volatility in the first place. The ini-
tial reports on the causes of the food crisis did mention the broader macroeconomic
context, but all stressed that these factors played only a minor, supporting role.
It now appears that this broader context may have had much more of a driving
role in the price equation than was originally thought.

Some accounts of the food-price rises cite the weak value of the US dollar
as a factor in the rise in commodity prices. The dollar’s value against other cur-
rencies depreciated by 22 percent from 2002 t02007 (Abbot, Hunt, and Tyner
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2008, 28; see also Timmer 2008). To avoid economic turmoil stemming from
the credit crisis, the US Federal Reserve repeatedly cut interest rates in 2007—08,
which kept the dollar weak against other currencies. The dollar depreciated a
full 8 percent against the euro in April 2008 alone. When the US currency value
falls, commodity prices in general rise. This inverse relationship, which is
empirically consistent, appears to be a result of several factors, though most econ-
omists admit that the link is not fully understood (Abbott, Hunt, and Tyner
2008; Lustig 2008).

One factor that appears to be important is that as the dollar depreciates
against other currencies, agricultural commodities, priced in US dollars, will see
nominal price rises to account for the fact that food is priced in a currency
whose value is suddenly lower. There may also be a rise in foreign demand for
US grain because initially it appears to be “cheap” for those buyers whose cur-
rencies are worth more against the dollar. In addition, foreign producers, whose
commodities are priced in dollars, may raise prices to compensate for the declin-
ing value of the dollar (Elliott 2008). Taking these factors into account, food-
price rises in response to dollar depreciation do not necessarily signal a rise in
demand for food on a global scale.

Perhaps a more important side effect of the macroeconomic context is that
investment in commodities becomes particularly attractive when the value of
the US dollar drops. Investors holding US dollars instead move into commodi-
ties, because they are seen to be a higher-return investment. As investors began
to trade on commodity futures and exchange markets, including those markets
for agricultural commodities, prices tended to rise in response to a higher
demand for commodity futures contracts. Again, this does not necessarily sig-
nal a rising demand for food but rather signifies commodity speculation, or a
“bubble” linked to financial investment. Peter Timmer notes this separation
between real and financial factors when he states, “price formation in organized
commodity markets depends on financial factors as well as ‘real” supply and
demand factors” (Timmer 2008, 8).

We do not know the precise impact of speculative investment in agricultural
commodities on food prices. In the past it appears not to have been a concern,
perhaps because most of those engaging in commodity futures markets were the
direct users or producers of the commodities (known as “physical traders” or
“commercial speculators”). They used the commodity futures markets as a
means to hedge against their risks. In this way, commodity futures markets play
an important role in mitigating risk in the agricultural sector. But in the past few
years, investors with no direct interest in the commodity in its physical form
(known as “non-commercial speculators”) have entered futures markets in
unusually large numbers. They invest with “long” positions, betting that prices
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will rise over time, and take their profits when only market conditions dictate
(see IATP 2008).

The amounts invested in commodities generally have increased rapidly in
recent years. From 2005 to March 2008, the value of commodity futures con-
tracts doubled, to an estimated US$400 billion, climbing US$70 billion in the
first three months of 2008 alone (Young 2008, 9). These large sums are mainly
accounted for by large-scale investors such as sovereign wealth funds, pension
funds, hedge funds, university endowments, and other institutional investors.
These investors have increasingly invested in commodities via commodity index
funds. These funds bundle futures contracts across a range of commodities,
including agricultural commodities, into a single financial instrument based on
indices such as the Dow Jones—AIG Commodity Index. Speculation in com-
modity index funds alone increased from US$13 billion in 2003 to US$260 bil-
lion by March 2008 (Masters 2008). Typically, agricultural commodities account
for around 30 percent of the commodities in these index funds (IATP 2008).

It was not just the declining value of the dollar that attracted these non-
commercial speculators. Loopholes in the regulatory framework in the United
States have also encouraged this activity. These large-scale investors were effec-
tively exempted from “position limits” when they “swap” futures contracts
through financial institutions that hedge what are known as “over-the-counter”
swap transactions. In effect, large-scale investors can invest huge sums in com-
modities futures, but they do so via large Wall Street banks that act as middle-
men. The problem is that financial investors tend to speculate on the markets
in order to make money, and they are not interested in the physical commod-
ity they purchase. They go into and out of commodity markets largely in reac-
tion to market algorithms based on broader macroeconomic conditions (IATP
2008). It is difficult to know which comes first, the speculation or the higher
prices, as they are tightly linked. The result, however, is the same: large swings
in the price of agricultural commodities, including basic food staples.

The general rise in commodity prices in this period was also linked to rap-
idly rising prices for oil, which in turn had an influence on food prices. The price
of a barrel of oil reached nearly US$150 in mid-2008 before it began to drop
significantly when the financial markets collapsed (the price of oil as of March
2009 hovered around US$50 per barrel). Farm inputs such as pesticides and fer-
tilizers are petroleum-based products, and as oil prices rose in the first half of
2008, farm costs also rose. Perhaps more importantly, the rise in oil prices also
fuelled investment in biofuels (which had suddenly became much more econom-
ically viable), also driving up grain prices.

As food prices rose precipitously in the early months of 2008, a number of
developing countries, including Vietnam, India, China, Argentina, and Egypt,
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began to impose trade restrictions on agricultural exports (World Bank 2008b,
2; von Braun et al. 2008, 5). The aim was not only to keep foodstuffs at home
but also to insulate their economies from high and rising prices of food on inter-
national markets. These actions were largely a response to external conditions,
including speculation-induced price spikes. Although this strategy can help
with food availability and prices at home, it can seriously exacerbate the price
situation on international markets. The largest food price spikes for wheat and
rice, for example, occurred on days when export restrictions were announced
in major food-exporting developing countries.

Most reports outlining key causes of food-price spikes did attribute a sup-
porting role to these broader international economic forces but put much more
blame on basic supply and demand factors. Of the international forces mentioned,
the export restrictions put in place by developing countries were seen to be
much more problematic than the effects of a declining dollar and commodity
speculation. The World Bank, for example, stated that “although the empirical
evidence is scarce, the prevailing consensus among market analysts is that fun-
damentals and policy decisions are the key drivers of food-price rises, rather than
speculative activity” (World Bank 2008b, 2). IFPRI’s policy brief similarly
noted that while speculation played a supporting role, it was more of a symp-
tom of food-price rises, rather than a cause (von Braun et al. 2008).

Since the air was let out of the international food-price bubble when the
financial markets collapsed in the fall of 2008, there has been a growing acknowl-
edgement of the importance of commodity market speculation even among
skeptics (Timmer 2008, 7). The worry now, however, is that the financial col-
lapse is drying up sources of credit, a great risk for developing-world farmers
(FAO 2008d, 63-64),who pull back production when unable to finance inputs
and hedge their risks on futures markets. Rapidly falling agricultural commod-
ity prices are particularly harmful for indebted farmers, a category that includes
most of the world’s farmers. The effects of this situation could make the food
price bubble of 2007-08 seem mild in comparison.

Crisis on Top of a Crisis: Global Economic Contributions to
Vulnerability in Developing Countries

Agricultural price volatility is particularly problematic for the world’s poorest
countries, which are typically agricultural-based and dependent on food
imports. The FAO lists eighty-two countries as “Low-Income Food-Deficit
Countries” (LIFDCs), which are especially vulnerable to sharp movements in
international food prices.2 According to the FAO, the least developed coun-
tries—most of which are in the category of LIFDC—were net agricultural
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exporters in the 1960s. Today, as a group, they are net agricultural importers
(see Figure 4.2). How did this situation arise? This is a debated question, and
to focus only on domestic factors within these countries would provide an
incomplete picture. There are a number of broader international factors that
have contributed to the import dependence. These various forces are complex
and wide-ranging, and only a brief overview is provided here.

Industrialized country agricultural trade policy is widely seen to have had
a negative impact on developing country agriculture. Developing countries
have complained in international trade negotiations that their incentives for
increasing domestic production are harmed by agricultural subsidies of over
US$300 billion per year in the industrialized countries. These subsidies have
been blamed for encouraging the dumping of cheap agricultural products on
world markets, depressing world agricultural commodity prices for most of the
past thirty years (Oxfam 2005; Murphy, Lilliston, and Lake 2005). In addition,
industrialized countries have restricted access to their markets for products
from developing countries through tariff peaks and tariff escalation practices.
Most developing countries liberalized their trade policies under programs of
structural adjustment in the 1980s and 1990s and cannot afford to subsidize
their own farmers to counteract the trade practices of the industrialized coun-
tries. This highly uneven playing field has been identified by many analysts as
a key cause of reduced incentives for agricultural production in developing
countries in the past two decades (see Khor 2005; Weis 2007).

Figure 4.2
Agricultural Trade Balance of Least Developed Countries, 1961-2006
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The challenges that industrialized country trade policies pose for develop-
ing country agricultural sectors were recognized at the launch of the Doha
Round of World Trade Organization (WTO) trade talks in 2001. The WTO
Agreement on Agriculture, which brought agriculture under international trade
rules with the completion of the Uruguay Round in 1994, was to be renegoti-
ated under the Doha Round to rectify these imbalances. After over eight years
of contentious negotiations over agriculture, both among rich countries and
between rich and poor countries, however, a deal has not yet been reached. The
industrialized countries—mainly the United States and the EU—have been
reluctant to reduce their domestic support subsidies to their own farmers, while
pushing hard for greater market access in developing countries (Clapp 2006;
Rosset 2006). The most recent collapse of the talks was over the details of a safe-
guard mechanism that developing countries insist on putting in place to protect
themselves from import surges of low-priced agricultural imports that threaten
their own farmers’ livelihoods.

As international trade policies dampened incentives for agricultural improve-
ments in the world’s poorest countries, investment in agriculture in those same
countries also declined over the past thirty years. World Bank lending for agri-
culture, for example, has declined from 30 percent of its overall lending in
1980 to just 12 percent in 2008, while the percentage of official development
assistance earmarked for agriculture dropped from 18 percent to 3 percent in
the past two decades (World Bank 2008a, 8; UN High Level Task Force 2008,
8). Developing country governments also failed to invest in this sector, as high
levels of international debt strained their budgets. This drop in agricultural
investment coincided with historically low world food prices. With cheap food
imports available over a period of some thirty years, incentives to improve their
own agricultural systems were weak at best.

For the last thirty years, food crises have been addressed largely via food
aid, which has provided a stopgap rather than a viable long-term investment for
the food sector. In-kind food aid has been problematic, however, as it can cre-
ate additional disincentives for local production and can also lead to market
distortions (Barrett and Maxwell 2005). Most donors have moved to cash-based
food aid provision, including the EU since the mid-1990s and Canada and Aus-
tralia more recently. But the United States, by far the world’s largest donor of
food aid—accounting for nearly 50 percent of all food aid—maintains a nearly
100 percent tied food-aid policy, meaning that the aid must be sourced in the
donor country (OECD 2005).

Increasing corporate concentration and control in the global food and agri-
culture system has also brought difficulties for many developing countries
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(Clapp and Fuchs 2009; Heffernan 2000). A small handful of corporations dom-
inate the markets for nearly every aspect of the global food system, from seeds
to commodity trade to processing and retailing. At the retail end of the spectrum,
privately set quality standards established by market-dominating retailers have
created a situation in which it is difficult for small-scale farmers in developing
countries to sell their products to international retailers, further reducing incen-
tives for increased production (Hatanaka, Bain, and Busch 2005; McMichael
and Friedmann 2007).

Weak agricultural performance and growing dependence on food aid and
other imported food in the world’s poorest developing countries have resulted
in rural poverty and heightened vulnerability to price shocks. In such a context,
suddenly higher food prices were not a “boon” to rural economies in the devel-
oping world.

Solutions to the Crisis Must Respond to Root Causes of
Volatility and Vulnerability

Given the vulnerability of developing countries in the current global food econ-
omy, effective global governance responses are imperative. The price rises in
the first half of 2008 led a number of key international organizations to put for-
ward policy proposals to address both the short- and longer-term challenges. The
UN Secretary-General, Ban Ki Moon, established the High Level Task Force
on the Global Food Crisis in April 2008, and its initial report was circulated at
the High Level Conference on Food Security held in early June 2008 (UN High
Level Task Force 2008). The G8 met in July 2008 and released a Statement on
Global Food Security (G8 2008). Other organizations provided input into these
discussions, resulting in policy recommendations from the World Bank (2008b),
OECD (2008), the USDA (Trostle 2008), and IFPRI (von Braun et al. 2008).

These policy documents are consistent on four key proposals for an interna-
tional governance response to the food crisis: provide emergency aid and loans
to meet short-term food needs, increase supply via agricultural investment in
developing countries, temper demand by rethinking biofuel policies, and reduce
supply bottlenecks by improving the functioning of international food trade.
These policy responses follow directly from the interpretation of the crisis by these
same institutions: that the problem is largely one of supply and demand funda-
mentals and exacerbated mainly by export restrictions imposed by developing
countries. Without taking away from the importance of these recommendations
for improving agriculture in developing countries, it is clear that they do not
fully take into account the international economic forces that have contributed
to both the volatility of food prices and the vulnerability of these countries.
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Provide Emergency Aid and Loans

All of the policy documents noted above recommend policy measures to pro-
vide emergency assistance to meet short-term food needs. This includes increased
funding for food aid programs as well as emergency balance of payments loans
to enable food-deficit countries to pay for food imports. These measures are cer-
tainly welcome, because in early 2008 the World Food Programme found itself
short by over US$700 million. This money was largely forthcoming from donor
governments in the height of the price rises, but the aid from the United States
was still largely tied to in-kind aid in the form of commodities, rather than cash.
The latest Farm Bill in the United States—passed in the midst of the food price
crisis—includes a modest pilot project for cash food aid for local and regional
purchase. However, given the extreme conditions, the international commu-
nity could have put much more pressure on the United States to reform its food
aid policies more thoroughly in ways that reduce market distortions and ham-
per domestic production incentives in developing countries.

Increase Supply through Agricultural Investment

The promotion of agricultural production in developing countries via increased
aid and loans for agricultural inputs, infrastructure, and research was a strong
common thread through the policy documents. All of the proposals included spe-
cific mention of the role of science and technology in agricultural research. The
OECD and the G8 Leaders Statement on Global Food Security both explicitly
mention the need to promote agricultural biotechnology as a way to increase food
production in developing countries. IFPRI and the High Level Statement were
the only two reports to explicitly call for agricultural investment to be sensitive
to the needs of promoting ecologically sound agriculture. None of the policies
recommended in these various documents, however, mentions the International
Assessment of Agricultural Knowledge, Science and Technology for Develop-
ment (IAASTD) report, the summary of which was released in April 2008, when
food prices were experiencing serious spikes (IAASTD 2008; IAASTD 2009). This
report, the result of a multi-year and multi-institution- and government-supported
effort, was highly skeptical of the benefits of GMOs in agriculture and promoted
small-scale sustainable agriculture as opposed to large scale commercial agricul-
ture. The fact that this report was completely ignored, even by the very institutions

that initially sponsored the process, speaks volumes.?

Temper Demand by Rethinking Biofuel Policies

Nearly all of the policy documents call for tempering demand for grain by rethink-
ing biofuel policies. The USDA was an exception, downplaying the significance
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of this factor. But all stop short of calling for mandatory measures, and instead
call for further research on the issue. IFPRI’s policy brief gives suggestions about
the types of policies that might be put into place, such as imposing a moratorium
on biofuels based on grains and oilseeds until prices drop and increasing support
to non-food-based biofuels (von Braun et al. 2008). The report of the High Level
Task Force suggested a possible international biofuel consensus as a way to
ensure broad-based support for less-damaging biofuel policies (UN High Level
Task Force 2008, 24-25).

Improve International Agricultural Markets

All the policy documents call for an end to export bans in developing countries
and a swift completion of the Doha Round. There is no doubt that export restric-
tions exacerbated the price-spike situation, but it is not clear whether they were
the cause of initial sharp price rises. Developing countries were probably
responding to the international context, in which global prices for foodstuffs were
rising quickly, and not to their own domestic production situations. Completion
of the Doha Round will only be beneficial if it results in drastically reduced sub-
sidies in the industrialized countries and safeguards for developing countries
from surges of cheap imports, enabling them to protect farmer livelihoods. It
is not worth the risk of agreeing to another unbalanced deal just for the sake of
concluding the Doha Round. It is important that the role of the international con-
text, in which industrialized countries have long affected developing country
agriculture through their own protectionist agricultural policies, be recognized
and redressed in international agricultural trade rules.

What Was Missing

Conspicuously missing from the various documents is a set of policy propos-
als directed at putting strict regulations on commodity markets to limit specu-
lation by non-commercial market participants. Only IFPRI and the UN High
Level Task Force report note that the issue could use further study and that reg-
ulatory measures might be considered. But IFPRI warned of the risk of over-
regulation and called for measures to be “market-oriented” (von Braun et al.
2008, 9). This contrasts sharply with recommendations from more critical organ-
izations. The Institute for Agriculture and Trade Policy, for example, has called
for multilateral efforts to reduce agricultural commodity speculation in order
to dissuade investors from “exchange shopping” (IATP 2008, 10).

Also missing from documents reviewed here is much mention of the role
of corporate concentration in the global food system.* The World Bank does call
for increased private-sector investment in agribusiness as a way to encourage
more production in developing countries. But little has been said about the
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ways in which corporate concentration might be hindering developing country
production incentives and retail market access for their agricultural goods. As
global corporations come to dominate most aspects of the global agricultural
supply chain, it is important to carefully consider the impact of these develop-
ments on developing country agricultural systems.

Conclusion

Unexpected food-price spikes in the international arena have the capacity to
wreak havoc by deepening poverty, hunger, and political unrest in developing
countries. In this context, global governance responses to the situation should
target not just the “market fundamentals” of supply and demand for food, but
also the broader volatility and vulnerability aspects of the crisis. Because they
have prioritized basic supply and demand issues as causes of the crisis over
both the short- and longer-term international macroeconomic forces affecting
developing country agriculture, the policy proposals put forward by the key
international institutional players are incomplete.

The international economic context must be taken into account if the pro-
posed policy measures are to be successful in avoiding future crises. What is
missing from present policy proposals is substantial movement toward a global
economic framework that facilitates agricultural development in the South.
There is a need to set rules that impact the North as much as the South—such
as trade rules that actually create policy space for developing countries and
rectify longstanding imbalances caused by agricultural subsidies in the indus-
trialized countries. Also missing is serious movement toward regulation on
agricultural commodity speculation—so that international prices are not sub-
ject to sharp swings to which developing countries must react and from which
they must protect themselves.

Notes

This chapter is a revised version of Jennifer Clapp (2009). “Food Price Volatility and Vulnerability
in the Global South: Considering the Global Economic Context.” Third World Quarterly 30, no. 6.
Portions of that article are reprinted here with permission.

1 The USDA analysis, it should be noted, downplays the significance of the biofuel factor
(Trostle 2008, 15-18).

2 This group includes most countries in sub-Saharan Africa, much of Asia including India,
China, the Philippines, Bangladesh, Pakistan, and Indonesia, and several Central American
and Caribbean countries (FAO 2008e¢).

3 Please see Marcia Ishii-Eiteman’s chapter in this volume for further analysis of the conclu-
sions drawn by the IAASTD report.

4 An earlier IFPRI document, however, does mention this factor (von Braun 2007).
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CHAPTER 5

P =

US Biofuels Policy and the
Global Food Price Crisis

A Survey of the Issues

Kimberly Ann Elliott

“The RFS [renewable fuel standard] remains an important tool in our ongoing
efforts to reduce America's greenhouse gas emissions and lessen our depend-
ence on foreign oil, in aggressive yet practical ways.” — Environmental Protec-
tion Agency administrator Stephen L. Johnson announcing his decision to deny
a waiver of the mandated minimum level of ethanol in gasoline, August 7, 2008
(US EPA 2008).

ust months before riots spurred by high food prices broke out in developing
J countries around the world, the US Congress passed, and former president
George W. Bush signed, legislation aimed at promoting energy independence,
including a sharply increased minimum level of “renewable fuels” in gasoline.
With current technologies, “renewable” means mainly corn-based ethanol in the
United States, sugar-based ethanol in Brazil, and oilseed- or palm-oil-based
biodiesel in the European Union (EU). Production of these commodities for
fuel competes with food production, either directly or by diverting acreage
from food crops. As the energy bill mandate was being finalized, Congress was
also debating farm legislation that included an extension of the US$0.54 per gal-
lon tariff on imported ethanol and modestly reduced the tax credit for refiners
using ethanol, from US$0.51 to US$0.46 per gallon.

Eight months later, with season-average corn prices projected to be more
than 50 percent higher than a year earlier—and with the World Bank estimat-
ing that 100 million people in developing countries would be pushed back into
poverty—US Environmental Protection Agency (EPA) administrator Steve
Johnson made the announcement affirming the Bush administration’s support
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for biofuel subsidies. The European Union has similar tax and regulatory poli-
cies promoting the use of biofuels. Biofuel advocates usually cite one or more
of the same rationales as Johnson—improving energy security by reducing
dependence on foreign sources of oil, reducing greenhouse gas emissions, or
boosting rural livelihoods. But with food prices surging, these policies are
attracting greater scrutiny.

Skepticism regarding the security and environmental benefits of the current
generation of food-based biofuels is not new. But the critiques became sharper
and louder with the acceleration of food-price increases in the first half of 2008.
Moreover, while past research raised serious questions about the overall cli-
mate change benefits from corn-based ethanol, new research that takes into
account deforestation and other land-use changes concludes that the current
generation of food-based biofuels is more likely to contribute to global warm-
ing than mitigate it. Climate change, in turn, is expected to threaten agricultural
sustainability in tropical areas, especially sub-Saharan Africa, making food
insecurity an even more serious problem in the future (Cline 2007).

This chapter examines the role that biofuels, especially corn-based ethanol,
and policies promoting them, might be playing in influencing food prices. The
chapter puts forward three main arguments. First, demand for ethanol is the
most significant factor in the rise in corn prices. It is also important for soybean
prices because many farmers have interrupted their normal practice of rotating
acres between corn and soybeans. In addition, EU policies promoting biodiesel
raise demand and prices for oilseeds and palm oil. Second, although the mag-
nitude of any spillover to other grains and food products is harder to pin down,
biofuels have played a role by diverting production from and consumption to
alternative crops. Finally, corn ethanol is not making a significant contribution
to the energy security and environmental goals set for it and the policies pro-
moting it are costly to taxpayers and the environment.

Even though some proponents concede the limitations, they argue that gov-
ernment support for corn ethanol is necessary as a “bridge” to the next gener-
ation of potentially more efficient and environmentally effective biofuels,
including those made from algae, agricultural waste, or from grasses or jat-
ropha (a tropical shrub) grown on marginal land not suitable for food crops. But
development of viable alternatives is slowed rather than accelerated by divert-
ing resources to corn ethanol and creating a production and distribution infra-
structure that may not be transferable or in the right place when the next
generation of biofuels can be commercialized. Moreover, sugar ethanol from
Brazil, which has greater net energy and environmental benefits (as long as it
does not contribute to further deforestation in the Amazon region) is available
now but is discouraged by an import tax.
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Critics should not overestimate the degree to which eliminating biofuel
subsidies would stem rising food prices when oil prices rise again, however. High
gasoline prices boost the demand for alternatives and make ethanol an eco-
nomically competitive alternative. With the infrastructure in place thanks to
past subsidies, the link between energy and food prices will kick in again when
economic recovery boosts the demand for gasoline. Reducing subsidies last
year when prices were high would have been helpful this year for removing
incentives to maintain production capacity in the face of falling prices.

Unfortunately, the tax credit and tariff were extended in the 2008 US Farm
Bill, and changes to those policies require additional action by the US Con-
gress. The EPA has the authority to waive all or part of the mandate for up to
one year at any time but declined to do so in summer 2008 despite a request from
Texas Governor Rick Perry, who was concerned about the health of his state’s
livestock industry. A waiver then would likely have provided little more than
symbolic relief. Nonetheless, because the mandate was not binding given high
gasoline prices, it is propping up production in the midst of recession and plum-
meting oil prices.

Factors behind Food-price Increases

Longer-run trends in both food supply and demand contributed in recent years
to global grain stocks reaching historic lows. Much of the global adjustment
was due to China drawing down stocks that had reached unusually high levels
in the late 1990s, but US stocks have also recently fallen to low levels (Schneph
2008). Low stocks were not the trigger for the recent price spikes, but they set
the stage for them. Tight supplies meant there was very little cushion to absorb
sudden changes in demand, such as for biofuels, and cyclical supply shocks,
such as the prolonged drought in Australia. These factors amplified the price
effects, which were further exacerbated by macroeconomic trends and shocks out-
side agriculture, including the declining dollar, which boosted demand for US
exports, the popping of the real estate bubble, and inflationary expectations,
which drove investors and speculators into commodity futures markets as a
hedge (Trostle 2008).!

The longer-run trends affecting prices include rising demand in large devel-
oping countries, especially for meat and dairy products (several pounds of grain
are required for each pound of meat produced).? A result of growth and rising
incomes, the rise in demand is both welcome and here to stay. On the supply
side, investments in agriculture have been declining for more than two decades,
especially in developing countries. This trend is reversible, albeit limited by
available land and water. In addition, subsidies and trade protection provided
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by rich countries to their farmers, which averaged one-third of gross farm
receipts from the mid-1980s to the early 2000s, pushed down world prices and
discouraged increased investments in agriculture in developing countries (Elliott
20006). These factors contributed to stocks of corn, rice, and wheat that peaked
in the late 1990s at over 500 million metric tons and then fell to 300 million met-
ric tons, just over 10 percent of needs (Figure 5.1).

In addition to these long-run trends, sharply rising energy prices both
increased the demand for alternative fuels, such as ethanol, and raised produc-
tion costs. Demand and prices for corn and vegetable oils, for example, rose
sharply as fuel uses competed for limited supplies. The price of fertilizer, which
is energy-intensive in production, ranged two to four times higher in May 2008
than the average for 2006, while the price of phosphate rock climbed sevenfold
(World Bank 2009). The declining dollar also contributed by dampening price
increases in foreign currency terms, which increased demand for US exports and
further boosted the US dollar price.? Adverse weather, especially in key wheat-
producing areas, also contributed to unusually tight supplies. Over the longer
run, climate change is projected to exacerbate drought in some areas, espe-
cially sub-Saharan Africa, and floods in others (Cline 2007). Table 5.1 summa-
rizes the factors contributing to the food price crisis.

Figure 5.1
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Table 5.1
An Illustration of Factors in the Food Price Crisis
Demand Side Supply Side
Long run Growth, rising incomes in developing Inadequate investments in

countries leading to increased demand research and development,
for meat, dairy products and indirect  infrastructure, and extension
demand for grains services to increase productivity

Effect of long-run trends: Demand growth > Supply growth = Declining stocks

Recent, Biofuels demand Rising energy, other costs
emerging

Short run, Financial speculation? Adverse weather

cyclical Bad policies, including export

restrictions, hoarding and pre-emptive
buying, price controls, untargeted
subsidies

Biofuels and Food Prices

Figure 5.2 illustrates the links between feed corn prices and the share of corn
production in the United States going into ethanol, and the production of ethanol.
There is not much correlation between the corn price and ethanol production
until 2005-06, when ethanol production, the share of US corn production going
to ethanol, and corn prices all surged upward.

Figure 5.2
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Most analyses conclude that increased demand for ethanol has been the
major factor in rising corn prices (see, for example, Yacobucci and Schnepf
2007; Collins 2008). But ethanol supporters argue that ethanol demand has lit-
tle or nothing to do with the recent food-price increases because people do not
eat feed (yellow) corn. Although this is true, people do indirectly eat feed corn
when they eat meat, especially poultry, dairy products, and eggs. Prices of the
latter two items are projected to rise roughly 50 percent in the United States this
year (Yacobucci and Schnepf 2007). The explanation of price increases in sta-
ple grains that people eat, including white corn, wheat, and rice, is more com-
plicated.

There are two main channels through which increased demand for corn-
based ethanol might affect other grain prices:

« shifting acreage from production of other crops to corn, thereby reduc-
ing supplies and raising prices for the competing crops; and

« shifting consumption, both by people and animals, from corn to other
staple grains.

In the United States, many farmers rotate land between corn and soybeans to
maintain soil quality and yields. Wheat- and corn-growing areas overlap only
along the fringes and relatively little substitution of corn for wheat in produc-
tion is expected. While the number of acres planted in wheat did decline slightly
from 2003 to 2005 as corn acreage increased, the big surge in acres planted in
corn (when ethanol demand surged in 2006—-07) came out of soybean acres
(Figure 5.3). But the sharp rise in soybean prices that occurred induced farm-
ers to reverse some of the production shift in the United States.

Biofuels thus contributed to rising oilseed prices through both channels—
reducing supply by diverting acreage from soybeans to corn in the United States,
and by increasing demand for oilseeds for biodiesel in Europe.

It is more difficult to identify a link between biofuel demand and the surge
in rice prices early in 2008. Land and climatological conditions appropriate for
growing rice are generally not suitable for other crops, so one would expect
relatively little diversion of acres planted in rice to corn. Nor would one expect
diversion of consumption from other grains to rice to be a large factor—aside
from the Indian subcontinent where both rice and wheat are important (see
below). Only about a third of rice consumption occurs outside Asia, where rice
accounts for 50 percent of daily calories consumed. In Latin America and Sub-
Saharan Africa, however, roughly 15 percent of calories are provided by corn
versus 8 to 9 percent from rice, so some switching in reaction to high corn
prices is possible (Table 5.2). Wheat makes up another 7 to 13 percent of daily
calories consumed in Sub-Saharan Africa and Latin America, respectively, and
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Figure 5.3
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although a switch to more wheat consumption could be factor, it does not seem
it would be a large one.

Plantings of wheat were up sharply in 2008 in response to high prices, and
production was expected to be nearly 10 percent above the average for the past
three years (USDA 2008). This in turn contributed to a significant softening in
wheat prices. Because the wheat price rise was somewhat ahead of that for the
other grains, it is not clear that the wheat price story can be explained by con-
sumption switching from corn. Moreover, as stated above, there was relatively
little production diversion, at least in the United States, which accounts for
roughly 10 percent of global production and a quarter of exports. There were,
however, a number of adverse weather events in key wheat-producing areas,
including Australia and Ukraine.

In addition, as Slayton and Timmer explain, weather-related damage to the
local wheat crop in 2006 and the desire to avoid expensive wheat imports were
behind the Indian Government’s decision in late 2007 to ban exports of non-bas-
mati rice in order to ensure adequate domestic food supplies (Slayton and
Timmer 2008). That, in turn, triggered export bans and hoarding elsewhere in
Asia, which was a major factor in the rice price spike in early 2008. Mitchell
attributes the Indian decision to avoid expensive imports to tight supplies and
high prices that, he argues, were caused to a significant degree by increased
demand for biofuels (Mitchell 2008). Thus, the rice panic story is related, in his
view, to biofuels production, and the sharp price rise (up to February 2008
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when his analysis stops) is included in his assessment that “three-quarters of the
140 percent actual [food price] increase was due to biofuels and the related
consequences of low grain stocks, large land use shifts, speculative activity,
and export bans” (ibid., 1).

In sum, most analysts have concluded that the increase in ethanol produc-
tion is the major cause of rising corn prices since 2005 (Yacobucci and Schnepf
2007; Collins 2008). Along with some shifts in plantings, weather seems to be
an important factor in the case of wheat; rising prices for rice were caused
mainly by speculative hoarding and panic in Asia. Mark Rosegrant of the Inter-
national Food Policy Research Institute (IFPRI) estimates that from 2000 to
2007, biofuels caused 39 percent of the rise in corn prices, 21 percent for rice
(keeping in mind that much of the rice price surge occurred in 2008), and 22
percent for wheat. He estimates that biofuels account for 30 percent of the over-
all weighted average increase in grain prices over that period (Rosegrant 2008).
The Organization for Economic Co-operation and Development (OECD) sim-
ilarly blames biofuels for a third of the projected increase in cereal and oilseed
prices over the next decade, relative to the average level over the past decade
(Boonekamp 2008). Mitchell’s estimate that 75 percent of the food-price increase
is due to biofuels and related supply effects is very much on the high side
(Mitchell 2008).

Energy, Food Prices, and US Biofuel Policy

Rising energy prices affect food prices on both the supply and demand sides.
Rising oil and natural gas prices raise the costs of producing food and transport-
ing it to markets. Agriculture in rich countries, where commodities are pro-
duced using diesel-powered machines and large amounts of fertilizer and
pesticides, which in turn are energy-intensive in their production, is particu-
larly affected by rising energy costs. And, on the demand side, rising gasoline
prices make ethanol and other biofuels economically attractive. Figure 5.4 illus-
trates the correlation between gasoline prices and ethanol production. Oil and
other commodity prices dropped sharply in the second half of 2008, but gaso-
line prices started rising again in Spring 2009 despite the sharp contraction in
economic growth. Most projections are for commodity prices to resume rising
when the economic recovery begins.

The chart also indicates some of the effects of government policies and their
impact on ethanol production. The US Congress approved subsidies for adding
ethanol to gasoline following the first oil-price shock (and commodity boom) in
the 1970s. Today, there are a numerous federal and state subsidies for biofuels,
but the most important are a credit against the excise tax on gasoline, an import
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Figure 5.4
Gasoline Prices and Ethanol Production
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duty designed to offset the benefits of the tax credit for foreign-produced ethanol,
and a mandate setting minimum levels of biofuels for use in transportation fuels
and home heating oil. The credit against the federal excise tax on gasoline has
changed in detail, but it has fluctuated around US$0.50 per gallon for many
years. It was reduced to US$0.46 per gallon in the 2008 farm bill in years in
which ethanol production is above 7.5 billion gallons, which is well below the
2009 mandate level of 10.5 billion gallons. In addition, there is a US$0.54 per
gallon tariff, primarily to discourage imports of sugar-based ethanol from Brazil.*

In the 1990 Clean Air Amendments Act, the federal government required
refiners to seasonally mix oxygenates in gasoline to reduce pollution in cer-
tain regions with particularly severe air pollution. Methyl tertiary butyl ether,
better known as MTBE, was the favoured additive until it was discovered that
it was leaking into groundwater and creating a potential health hazard. Demand
for ethanol as an oxygenate jumped in the early 2000s when several large states,
including California and New York, began phasing out the use of MTBE. With
the intent of reducing dependence on imported oil, the 2005 Energy Policy Act
added a broader mandate for replacing gasoline with a minimum level of renew-
able fuels, mostly corn-based ethanol with today’s technologies. The Global
Subsidies Initiative estimated in Fall 2007 (before the mandate was expanded)
that the total cost to consumers and taxpayers of the support for biofuels in the
United States would be roughly US$10 billion per year from 2006 to 2012
(Koplow 2007).
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As shown in Figure 5.4, however, the initial mandate levels in the 2005
Energy Policy Act were non-binding because the rising price of gasoline was
driving demand for ethanol above prescribed levels. In 2007, in another effort
to reduce dependence on imported oil, US Congress doubled the mandated
level for using renewable fuels to 9 billion gallons in 2008 and 15 billion gal-
lons by 2015. The mandate rises to 36 billion gallons by 2022, of which no
more than 15 billion gallons should be from corn and the rest from “advanced”
biofuels. Meeting this mandate will require the development of the technology
for advanced biofuels, and automobile technology and regulatory policy will also
have to evolve. Currently, EPA regulations prohibit use of ethanol blends higher
than 10 percent, called E10, except in “flex” vehicles, and automobile manu-
facturers will not provide warranties for conventional vehicles running on blends
of more than 10 percent ethanol because of concerns that higher levels could
harm automobile engines.> Theoretically that suggests a real-world limit for
ethanol of around 14 billion gallons, but if gasoline consumption were to remain
at around 140 billion gallons annually, experts say the real cap would be around
11-12 billion gallons because of logistical constraints and state regulations that
cap ethanol blends at below 10 percent (Rohde 2008).

Based on recent acreage and yields (and assuming that the technical and reg-
ulatory issues are resolved), the mandated level of 15 billion gallons by 2015
would require more than 40 percent of US corn production. Conservatively
assuming no increase in gasoline consumption from the current level of 140 bil-
lion gallons annually, and taking into account that a gallon of ethanol produces
only about two-thirds as much energy as a gallon of gasoline, using nearly half
the US corn crop for ethanol would reduce gasoline consumption by only around
7 percent. This seems a high cost for such a small step toward reduced depend-
ence on imported oil.

Another argument for ethanol made in the midst of the 20078 energy cri-
sis was that it prevented gasoline prices from rising even higher—20—40 cents
per gallon higher by one estimate (Du and Hayes 2008). But to the degree that
reduced consumption must be a part of any strategy for reducing dependence
on fossil fuels and thereby reducing greenhouse gas emissions, lower gasoline
prices create perverse incentives.

Ethanol production capacity was just over 8 billion gallons in early 2008,
with another 5 billion gallons of capacity under construction. Bruce Babcock
of Towa State University’s Center for Agricultural and Rural Development
(CARD) estimates that removing the mandate would, in the short run (with
gasoline prices over US$3 per gallon), reduce ethanol production by 4 percent
and corn prices by only 1.2 percent. Last year, the tariff and the tax credit for
blending ethanol in gasoline were more important factors because they helped
to offset the rising costs of corn feedstock, which squeezed producer margins.
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Eliminating all three would reduce ethanol production by 21 percent but the corn
price by only 12.5 percent. In the longer run, the CARD model underscores
the close links between ethanol production, corn prices, and the price of gaso-
line. Even with the elimination of federal biofuel policies (many states have their
own), Babcock estimates that wholesale gasoline prices of over US$3 per gal-
lon would stimulate ethanol production of around 14 billion gallons, nearly the
mandated level for 2015, which would keep the corn price at US$4 per bushel,
roughly the average price for 2007 (Babcock 2008).

Ilusory Benefits of Food-Based Biofuels

Recognizing the potential negative effects for food markets, the US Congress
limited corn-based ethanol to 15 billion gallons when it set the mandate for 36
billion gallons of biofuels by 2022 to replace gasoline and home heating oil. As
noted, that is similar to the regulatory limit for blending ethanol in gasoline
(10 percent) given gasoline consumption of roughly 140 billion gallons annu-
ally. As noted earlier, when the lower energy value of ethanol is factored in, the
mandated level would consume nearly half the US corn crop and reduce gaso-
line consumption by less than 10 percent. Measures to discourage consumption
and promote efficiency in energy use would also reduce dependence on for-
eign oil without the perverse incentive of lower gasoline prices, an incentive that
is at odds with sound climate change policy.

New scientific research also suggests that the climate change benefits of corn
ethanol are not just small but may even be negative. Previous life-cycle analy-
ses of the impact on greenhouse gas emissions (taking into account the energy
used in producing it) suggest that corn-based ethanol can reduce emissions by
roughly 20 percent, depending on the process and the fuel used to refine it (bio-
mass, natural gas, or coal).® Corn is a relatively energy-intensive crop and
requires large amounts of water as well; run-off from the chemicals used to
grow it also contributes to water pollution and, ultimately, given the heavy pro-
duction along the Mississippi, the large and growing dead zone in the Gulf of
Mexico. These environmental costs are rarely calculated in assessing the alleged
benefits of ethanol.

In addition, new research recognizes that increased demand for biofuels is
likely to lead to new land being brought into production, either directly, to pro-
duce the feedstock, or indirectly, by bidding up food prices and encouraging
increased production of food on new land elsewhere. Chopping down forests or
plowing up grassland releases the carbon stored in both the plants and the soil.

One recent study calculates the “carbon debt” created when forests or native
grasslands are converted to biofuel feedstock production. Depending on the
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type of land converted and the type of biofuel produced, the time it would take
to repay the carbon debt due to land-use changes varies from O for grasses
grown on marginal cropland, to 423 years for palm biodiesel produced from peat-
land rainforest. It would take more than three hundred years to repay the car-
bon debt from deforestation of the Amazon to produce soybean biodiesel
(Fargione et al. 2008). Sugarcane ethanol is the most efficient of the biofuels
examined, but even in that case, if demand for sugar for ethanol leads to land-
use changes, it would take seventeen years to repay the carbon debt created
(ibid.) (see also Box 5.1). The carbon debt created by corn ethanol produced from
native grasslands in the United States would take 93 years to repay and 48 years
were the corn grown on abandoned cropland, such as the acreage that might be
released from the US Conservation Reserve Program (CRP). In addition to the
carbon emissions, renewed production on CRP land could contribute to local
water pollution, soil erosion, and loss of wildlife habitat.

A second study tries to estimate the impact on greenhouse gas emissions
when new land is converted to grow food to replace that displaced by biofuel pro-
duction. In assessing the potential impact of diverting enough corn to produce
15 billion gallons of ethanol, the authors must make a number of assumptions
about the type of land and number of additional acres that might be converted
for food production, as well as the location of the land, and this creates signifi-
cant uncertainty regarding the precision of the estimates. Qualitatively, the results
are the same as those above, finding that the net effect of increased production
of corn-based ethanol would increase greenhouse gas emissions. Specifically, this
study concludes that, “over a 30-year period, counting land-use change, GHG
[greenhouse gas] emissions from corn ethanol nearly double those from gaso-
line for each km [kilometer] driven” (Searchinger et al. 2008, 1239).

Box 5.1 Is Sugar Ethanol Different?

Ethanol made from sugar cane is far more efficient, both economically
and environmentally, than that made from corn, though the industry in
Brazil, like the one in the United States, required substantial subsidies to
get it off the ground. The government provided low-cost loans to proces-
sors and encouraged the development of “flex-fuel” cars to further encour-
age ethanol use, and it continues to require that all gasoline contain at least
20-25 percent ethanol (Goldemberg 2008). With government support to
cover the fixed costs of building production capacity and the distribution
infrastructure, and oil prices over US$40 a barrel, sugar ethanol is compet-
itive without subsidies, and it replaces roughly 40 percent of the gasoline
that would otherwise be consumed in Brazil (ibid., 2).
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Box 5.1 Continued

According to one study, US corn-based ethanol costs nearly three times
as much to produce as Brazilian sugar ethanol and is still 70 percent more
costly after accounting for the sale of byproducts and government subsi-
dies (ibid.). With corn, there is an extra step in production, because the
starch must be converted to sugar, which is then distilled into alcohol. In
addition, bagasse, the fiber left after the sugar-containing juice is extracted
from the cane, is used to power ethanol processing plants, which both low-
ers costs and provides environmental benefits relative to the coal or natu-
ral gas most often used to process corn ethanol.

Studies also suggest that sugar ethanol contains eight to ten times as
much energy as goes into producing it and that it reduces greenhouse gas
emissions by around 80 percent relative to gasoline, excluding land-use
changes (ibid.; see also Preto 2008). While concerns have been raised that
increased sugar production for ethanol could contribute to further defor-
estation in the Amazon ecosystem, analyses do not suggest that is likely at
least for the short-to-medium run. Sugar itself is not grown around the
Amazon because it is too wet there, but ethanol production might indi-
rectly contribute to deforestation if it displaced soybeans or cattle-graz-
ing that was then relocated to the Amazon. Sugar cultivation currently
occurs on just 2 percent of the land used for agriculture and grazing in
Brazil, and studies suggest that planned expansion of sugarcane will come
mostly from degraded grazing land (Goldemberg 2008). Still, there should
be safeguards to ensure that ethanol expansion does not indirectly con-
tribute to further degradation of the Amazon.

Conclusions and Recommendations

Although it is difficult to know the precise contribution of biofuels to rising food
prices around the world, policies promoting production of the current genera-
tion of biofuels are not achieving their stated objectives of increased energy
independence or reduced greenhouse gas emissions. Corn ethanol cannot make
a significant dent in petroleum consumption without changes in automobile
technology and the diversion of huge increases in the share of food (corn, soy,
and palm oil) production to fuel. Nor are these biofuels contributing to slow-
ing climate change, because new lands must be plowed to grow food. In sum,
increasing hunger due to higher-cost food adds urgency to the need to change
biofuel policies, but it does not change the basic fact that there is little justifi-
cation for the current set of policies.
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Specifically, if all of the US-mandated 15 billion gallons of renewable fuels
for transportation (and home heating oil) by 2015 were blended into gasoline,
it would replace just 7 percent of current gasoline consumption and use roughly
40 percent of the corn crop (based on recent production levels). Moreover,
while it has long been known that the net energy and greenhouse gas emission
benefits of corn-based ethanol are relatively small because its production is
energy-intensive, recent scientific studies suggest that the current generation of
biofuels, including biodiesel made from palm oil, soybeans, and rapeseed, as
well as corn-based ethanol, actually add to greenhouse gas emissions relative
to petroleum-based fuels when land-use changes are taken into account. That
is, greenhouse gases are released when forests are cut down or grasslands
cleared to plant biofuels, or food is planted on new acreage to replace crops
diverted to fuel elsewhere. Sugar is far more efficient as a source of ethanol and
may have a role to play, but the situation must still be monitored carefully to
ensure that soybean and cattle production displaced from sugar-growing areas
does not lead to accelerated clearing of tropical forests in the Amazon region.

At the same time, even if biofuel subsidies in the United States and the EU
were reduced or eliminated, sustained attention and additional steps would still
be needed to address food security, especially in developing countries. When
oil prices again rise above US$60—80 per barrel, as they will, demand for ethanol
as an alternative will also revive, even without government intervention. That
underscores the need for conservation measures, as proposed by UN Secretary
General Ban Ki-moon, World Bank President Robert Zoellick, and others (see
Lustig 2008), to reduce energy use and for significant increases in investments
in agriculture in developing countries.

Notes

This chapter is based on CGD Working Paper 151 (Washington: Center for Global Development),
which was made possible in part by financial support from the William and Flora Hewlett Foun-
dation and the John D. and Catherine T. MacArthur Foundation. The views expressed here do not
necessarily reflect those of the staff or boards of directors of the Center for Global Development.

1 The role of financial speculation in recent commodity price increases remains highly dis-
puted. For a detailed analysis concluding that such speculation has not played a major role,
see Sanders, Irwin and Merrin 2008.

2 The ratio ranges from nearly 3:1 for poultry to around 7:1 for pork and beef (see Trostle
2008, 12). While China and India have attracted significant attention in this context, Abbott
et al. 2008, point out that both countries pursue policies of self sufficiency and trade very lit-
tle, thus the largest impact from increasing demand is yet to come.

3 Abbott et al. (2008) argue that the role of dollar depreciation has been under appreciated in
most analyses of the food price story.

4 In fact, the United States scheduled the duty under the heading of “other duties and charges,”
as allowed by the Uruguay Round Agreement on Agriculture concluded in 1993. These other
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duties and charges are not a subject of the ongoing Doha Round negotiations on tariffs and
will not be cut if an agreement on market access is reached.

5 Flex vehicles can run on any combination of gasoline and ethanol. Brazil requires that all
gasoline contain 20-25 percent ethanol, and American supporters of ethanol, including Sen-
ator John Thune (R-SD) have appealed to the administration to raise the cap for conventional
vehicles, but no action had been taken at the time of writing (Green Car Congress 2007).

6 The Congressional Research Service reviewed the literature on corn-based ethanol and
found that the central estimate was that a gallon of ethanol contains, on average, 20 percent
more energy than the energy that goes into producing it and that it reduces greenhouse gas
emissions by 10-20 percent relative to gasoline (see Yacobucci and Schnepf 2007, 9, 12; see
also EPA 2007; Searchinger et al. 2008, 1239).
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CHAPTER 6

P =

Responding to the 2008 “Food Crisis”

Lessons from the Evolution of the
Food Aid Regime

Raymond F. Hopkins

The spike in early 2008 of world food prices, particularly grains, spawned
widespread discussion of a new global food crisis. Although most interna-
tional food prices have fallen since mid-2008, prices in developing countries
have declined little. High food prices can spawn widespread negative effects,
including rising illegal movements of people, higher mortality, and slower eco-
nomic growth. Globalization causes rapid and broad spread of these effects but
has also expanded the ability of others to recognize and respond to emergencies.

By the end of 2008, however, the food crisis was displaced by global eco-
nomic crises, and international policy attention to the food crisis has been
diverted by other crises—credit freezes, slowing growth, and sharp declines in
wealth held in real estate and equities. A food crisis of 2009 arguably still exists,
however. It is driven by high prices in some markets (southern Africa,
Bangladesh) and by declining “entitlements” to food (Sen 1983). Unemploy-
ment in the cities and lower farm incomes are expected, especially in poor
countries (FAO 2009). In 2008, high world prices were a problem despite prom-
ising larger returns to farmers, but that is no longer a factor. This coming farm
sector depression—accompanied by increased hunger among the most vulner-
able groups, including those newly unemployed—is unlikely to motivate a
politically salient group. Loss of access to food receives high-level policy atten-
tion only when hunger riots break out in urban areas. The Food and Agricul-
ture Organization of the United Nations (FAO) price trends reported in earlier
chapters—and updated by a report in 2009—forecast increased numbers of
people facing food insecurity in 2009 and beyond.
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Although international food prices have eased, hunger threats continue.
According to the FAO,! this is especially so for those needing emergency and
humanitarian assistance. Food aid, the principal short-term solution to this cri-
sis, has not been adjusted, as it was in earlier crises in the 1980s and 1990s. The
key question to consider, therefore, is whether responses to the broad economic
crises divert attention and resources away from strategies to address food crises.
In the spring of 2008 the World Bank tabled proposals aimed at assisting more
efficient global food production, providing greater poverty alleviation, and
assuring more stability to internationally funded feeding programs. These have
been echoed in proposals by IFPRI (von Braun, Lin, and Torero 2009) for sta-
bilizing food access.? The April 2009 London meeting of the G20 focused pri-
marily on the broad financial and economic depression crises, so that these and
other proposals were pushed aside by global leaders.> So, how can food inse-
curity and the management of global food safety nets using food aid be included
in discussions of larger problems?

A way to avoid marginalization of the food issue is to situate the food cri-
sis as part of the larger global economic and security threats demanding atten-
tion. This entails focusing on unreliable food aid transfers, erratic food-price
signals, and the inefficient consequences of erratic food prices and failed food
guarantees. It further entails focusing food reforms on new regulations and
instruments consistent with those coming under consideration for dealing with
the general economic malaise. Measures could, for example, focus on greater
management of risks, more transparency, stronger paths for smoothing mar-
kets, and hedges to prevent shocks in one sector from amplifying problems
elsewhere.

This chapter draws on the history of food aid to offer some lessons for a
reform strategy for food aid. This reform should be linked to reform efforts for
larger economic financial crises currently plaguing world leaders. Reforms of
food aid and its current central humanitarian assistance principle should link their
outcomes to reducing current world threats of economic depression and the
ever wider spread of terrorism.

Background

Stories about rising hunger, the marginalized poor, and political discontent
appeared in the media of various countries in the spring and summer of 2008.
Some focused on a global threat, others on national dangers and political dis-
content. These challenges are especially burdensome for people in countries
requiring suddenly expensive imports, for people already depending on inex-
pensive staple foods, and for victims of man-made and natural disasters living
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in food insecure areas (Collier 2008). Such people faced new threats to their min-
imum dietary needs. Causes for this crisis ranged from a growing demand in
China and India to wasteful use of corn for biofuel. As discussed in earlier
chapters, these causes often reinforced each other; assigning blame has proved
a pointless exercise for the most part. The overarching point is that access to
food seemed jeopardized and the international insurance to mitigate this threat,
commodity food aid, was dwindling. As usual, food aid flows declined just as
high prices increased the need for it.

The early 1960s and the late 1990s saw high levels of food aid flows (over
15 million tons),* but levels have dwindled in spite of the 2002 Monterey com-
mitments to increase Official Development Assistance (ODA). From 2007 to
2009 food aid was less than half of its 2002 level. Indeed, deliveries of food aid
declined after 2003, even while overall levels of ODA climbed. By 2007-08 both
were in decline, with food aid averaging 6.5 million tons (see Figure 6.1).

The tight world food market and sharp prices rises for all cereals in early
2008 underlined the deep interdependence among world food markets. Markets
and prices are linked far more than in the previous crises of the 1970s and
1990s. With local markets reacting quickly to changes in import prices for key
foodstuffs, reactions of anger and panic emerged in dozens of countries. Thus
the substantial upward shift of demand between 2000 and 2006, along with
slower growth of production, translated quickly into rising commodity prices.

Figure 6.1
Food Aid Flows, 1999-2007
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This led to alarm that the poor would face new burdens, that governments would
be held accountable for the sudden price rise, and that victims of natural or
man-made disasters would suffer from inadequate emergency food transfers
through the World Food Programme (WFP) or private nongovernmental organ-
izations (NGOs) whose ability to secure food was undercut by high prices.

Paths for innovation in today’s food aid regime must reflect and build on
these larger external political and economic forces. This a central lesson of past
regime reform. Although the national political forces and international crises
that shaped changes in food aid over the past sixty years are substantially dif-
ferent today, the links between high politics and outcomes in sector-specific and
welfare-related global policy continue. Thus a reform path today must link
changes of food aid practices and regulations to a reduction of global financial,
economic, and political instabilities. Managing public resources for food aid —
now almost exclusively for humanitarian ends—requires modifying the current
practice of making appeals and delivering donated food (OCHA 2008). Although
the WFP functions well among UN bodies, and its expansion of donors and cov-
erage since 1992 is impressive, it would benefit by adopting an insurance
approach for its work, a change in rules rather than principles of the regime.
This would allow counter-cyclical performance of emergency aid, thus reduc-
ing instability in the regime, and create incentives for those insured to better
address their own national production and organizational resources to assure
food security.

Moving toward use of insurance principles relates well to the larger policy
forces at work—ones scrambling to reshape global economic rules that allowed
financial market meltdowns globally. Insurance-governed flows of food aid
that succeed in stabilizing resource flows and assure that needs are met more
equitably would parallel the type of changes sought to address the unreliabil-
ity discovered in our broader economic system. Such reforms could be part of
the larger package of goals and reforms likely to emerge from global negotia-
tions over finance and reserves that seek to assure that credit and trade flow effi-
ciently. Other schemes to stabilize prices have been recommended, ones
requiring coordinated stock holding and use of futures markets (von Braun,
Lin, and Torero 2009). Such practices are compatible with an insurance approach.
Indeed, they might be methods for achieving the risk-sharing and counter-cycli-
cal features that are necessary components of effective food aid reform.

Three Eras of Governance in the Food Aid Regime

The principles, norms, rules, and procedures for food aid have undergone numer-
ous changes since World War II, some sweeping, some consolidating, and oth-
ers incremental. For the most part, these changes have paralleled ones in other
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major regimes, notably those governing global trade, banking, finance, and
exchange rates. The major elements in the evolution of food aid, as shaped by
these three regime eras—a surplus disposal regime, a developmental regime,
and the current humanitarian assistance regime—reveal lessons for when changes
occur (during crises and following policy changes in related areas) and how
change events are complex. Each regime contained elements of the others but
each also relied on political support from specific and different dominant forces
in international politics—ones essentially outside the food sector (Ruttan 1993).

Surplus Disposal

The surplus disposal regime emerged after World War II from a mixture of
domestic and international political motivations; it was driven by the hege-
monic power and interests of the United States. The same conditions also drove
the sweeping changes that launched the United Nations, the international finan-
cial institutions (IFls), and the Marshall Plan. Large portions of food trade after
World War II consisted of assistance flows to help reconstruct former war-torn
countries, including defeated opponents of the US. With recovery underway
by the early 1950s, US farm policy creating growing stocks of government-
owned grains, aid outlets for production shortfalls in Asia (Korea, Pakistan,
and India) proving to be sporadic, and with diplomatic tools in demand to use
in the “war on communism,” the US enacted a permanent program for food
aid (PL480) in the summer of 1954. Its goals included assuring farmers that gov-
ernment stocks would not be released domestically and indeed might be used
to open markets overseas once recovering countries could afford commercial
imports (as occurred in the United Kingdom, Korea, and elsewhere). This 1954
US creation was complemented by the establishment of the Consultative Sub-
committee on Surplus Disposal (CSSD) of the FAO, a reactive international
policy to prevent blatant surplus dumping to advantage US farmers (still in
place today under its Commodity Problems Committee). The CSSD set the
principal bounds for a food aid regime in which the US gave 10-15 percent of
its foreign aid as tied food linked to justifications such as military base rights
or humanitarian needs.

Food aid in this period was a type of subterranean trade regime. The food
traded as aid was linked to broader rules for trade in food commodities. The
regime expressed broad nation-state agreements as well as specific national
actions. The regime was and is partially separate from normal food trade, and
unique organizations and rules were adopted to exempt and regulate food aid
flows within broader arrangements—the International Wheat Agreement, the
special rules for agriculture under the General Agreement on Tariffs and Trade
(GATT), and the exemptions for food aid for below-market exchanges that could
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avoid being pure dumping or market-capturing strategies. At this point up to 30
percent of some commodities entered international trade as food aid. Canada
joined other exporters, such as Argentina and Australia, in watchful suspicion as
food aid was scrutinized under the CSSD to be sure that countries getting aid
(except for dire emergencies) also purchased amounts equal to their usual imports.
This was to guarantee that aid would act as a counter-cyclical force to domestic
and international swings and be “real”; that is, not be just an unfair trade prac-
tice parading as a gift or subsidized loan to a poor state. While the US was the
principal target of such scrutiny, other exporters—as they became donors—were
also subject to these rules and to occasional complaints.

More donor countries were added, and many Organization for Economic Co-
operation and Development (OECD) states made commitments under the Food
Aid Convention (FAC), an agreement produced as the last agriculture bargain
of the Kennedy GATT round in 1967 which called for a food aid “burden-shar-
ing” arrangement among richer states. Even as this regime was consolidating,
anewer set of regime principles was emerging. These rule developments led to
aregime shaped by new events. The food crisis of 1974 brought pressure to focus
food aid away from its previous role as a political and market development
tool. The 1974 World Food Conference saw the World Bank and others cham-
pion poverty-reduction goals for aid, which prompted a shift in the rationale for
food aid toward principles centred on development.

Development

The rise in the mid-1970s of economic development as the core principal in the
food aid regime emanated from rhetorical shifts of leaders, in demands for meas-
ures of food aid’s impact on development, and the creation of new, or the adapta-
tion of existing, organizations focused on development. These included new charges
given to the WFP, enhanced lobbying by international NGOs, the creation of high-
level UN bodies such as the World Food Council, and lobbies for food for devel-
opment in a number of countries, such as Bread for the World in the US.

In this manner, the development principle holding that aid to poor countries
should be targeted for development was elevated, especially so if it were food.
This also led to the priority of tracing amounts supplied to the poorest countries
and to the most food insecure populations in such jurisdictions. As surplus dis-
posal motives weakened following major domestic farm policy changes in the
US and later the EU, even more important changes in world affairs enabled the
regime shift to occur.

Promoters of a multilateral, development-centered use of food aid had ear-
lier led the way to the creation of the WFP in 1963. At this time they began to
promote a focus on protection and development for poor countries in the UN
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forums, including the United Nations Development Programme (UNDP) and
the World Bank. These new or amended organizations served as agents for the
development principle’s elevation in the food aid regime even before it emerged
as a dominant theme for food aid in the 1970s.

Equally central to the ascendance of development as the overarching prin-
ciple of food aid in the 1970s were major global political and economic changes:
the emergence of Détente (the ease of tensions from the Cold War), price shocks
from skyrocketing oil and food prices in 1973-74, the 1971 collapse of the US
dollar as a convertible currency (to gold), the end of the Vietnam war, and the
assertion of Europe and Japan as powerful important allies of the United States.
Suddenly, economic stability and defense were more multilateral, more inter-
related, and more demanding of accommodations among North—South countries.
These shifts in global politics made it possible for seeds of development prin-
ciples to ascend to the top of the food aid regime.

The core ideas of this “new” regime can be found in the documents of the
World Food Conference of 1974, in the changing laws of the US congress, and
the OECD’s Development Assistance Committee (DAC) rules regarding eligi-
ble recipients of aid. It was based on the ideology that economic development
was not only possible for poor countries but was also largely a matter of get-
ting correct policies and adequate funding in public flows. Development as the
central goal of food aid was a dominant orientation among food aid profes-
sionals by the 1980s (Hopkins 1992).

Examples of successful development within countries that had been sig-
nificant food aid recipients added empirical verisimilitude to the arguments of
theorists and moralists. Korea, Taiwan, Brazil, Indonesia, Jamaica, and even
Israel emerged as celebrated cases where food aid had been a positive force
for development. Food aid shifted from Asia to Africa.

Within the development-oriented regime, however, food aid maintained
some of the original motivations that launched it. It continued to be used for
diplomatic ends, its allocation was still shaped by Cold War and anti-commu-
nist sentiments, and the interests of farm exporters continued to shape the total
amounts and regime rules (such as where most of the food would be purchased).
These forces did not disappear, they just became decreasingly salient.

In addition, other concerns about distortive and disincentive effects of tied
aid also troubled many development enthusiasts who frequently condemned
food aid as a problematic and possibly counterproductive resource for devel-
opment. Such criticism weakened the appeal and strength of the development
principle and laid the ground for an easy shift to reducing the portfolio of “devel-
opment” or “project” food aid—most of which was tied to commodities grown
in donor countries—in later decades. This viewpoint emphasizing bad effects
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from food aid was pointed out in a seminal article by Ted Schultz in 1960 and
was debated among academics and officials in aid organizations for years (see
Abdulai, Barrett, and Hoddinott 2005).

Humanitarian Assistance

The collapse of the Cold War and rise of large-scale emergencies needing food
aid, especially in Africa, shifted the focus of food aid and its central rationale
to emergency and humanitarian relief by the 1990s. A stable and durable con-
sensus had emerged by this time around the collective international goal of
eradicating hunger. This principle has come to supersede other principles gov-
erning the behaviour of states regarding food aid and trade issues, develop-
ment, and political goals, and it explains the expansion of support for
international food aid and hunger reduction.

While humanitarian concerns were always a component in regime norms, and
allocations shifted as needs arose, actual negative correlations can be found
between the domestic production of recipients and food aid received for large
stretches between the 1950s and 1970s (Hopkins 1984). Examples include Iran,
Israel, Egypt, and other important foreign policy recipients. Even in the 1980s,
when development concerns were enhanced, governments of countries regu-
larly flaunting their own populations’ needs received food aid—as occurred in
Zaire and Ethiopia, for example. By the 1990s new modalities using NGOs and
forcing governments to monitor use of aid emphasized that the top priority for
food was to alleviate emergency needs. Such rules do not solve problems such
as those posed by Zimbabwe’s refusal to accept and dispense food aid in 2008,
or similar withholding of aid by a government such as Myanmar or North Korea,
but they do provide leverage for negotiating better results for those threatened
by hunger.

The major problem with food aid today is similar to that which occurred in
1973-75—as need grew, supply dwindled. Such pro-cyclical availability is a
function of rising prices but only in part. Suddenly needy countries and peoples—
shocked by natural disasters or war—must seek aid by demonstrating that peo-
ple are dying, and donors make pledges yet need not ever honour them. This is
a defective framework for international transfers and stabilization against hunger
threats. This flaw in the humanitarian regime exists because the of earlier idea
that donor control was a virtue, the overarching goal being that recipients were
influenced by aid—whether by adopting “correct” development policies or
strengthening political alliances and relieving the overhang of the donor gov-
ernment’s stocks.

Because the World Food Programme handles over half of the world’s food
aid today, and its portfolio of projects has shifted from 25 percent to 75 percent
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emergency aid since the 1990s, one vision would be that it have autonomy like
the World Bank to raise capital broadly or through replenishments that gave it
considerable latitude. This has never been true for the WFP or for food aid gen-
erally. Replenishment pledges acknowledged under the Food Aid Convention
have declined. Emergency appeals have grown to the point of becoming per-
manent institutionalized means for some recipients’ food aid. Experiments to
use insurance, the way farmers do for their crops, or national health schemes,
have been tried in Ethiopia related to rainfall and production and in Malawi
related to national import needs and prices. Although both were evaluated as
successful, neither has continued, let alone spread. Insurance for poor coun-
tries, even if subsidized as it was in these cases, seems much like the old adage
about why people do not fix leaking roofs—it’s not necessary when it’s not
raining and not plausible when it is.

Lessons for Today

Shortcomings in the humanitarian assistance regime’s performance, accompa-
nied by a rise in demand for quicker, more reliable response to shocks such as
those caused by the 2008 price spike, invoke lessons regarding the occurrence
of regime change. Regime change has come to food aid about every twenty
years, and since the humanitarian dominant principle ascended in the early
1990s, time for another change seems imminent. A successor to the humani-
tarian regime will reduce risk and insure national safety nets, much as the
International Monetary Fund (IMF) now is predicated to do for international
finance.

Precursors to an insurance-oriented regime can be found as early as the cre-
ation of an IMF food facility in 1981. New thinking, emerging from high-level
international meetings,> lays a foundation for reform of food-related humani-
tarian aid that moves beyond the present ad hoc system of appeals, often delayed
or inadequate responses, and pro-cyclical resource availability. For example, the
declaration of the 2002 World Food Summit calls for efforts “to improve the
effectiveness of emergency actions” including expansion of “the scope and
coverage of social protection mechanisms, in particular of safety nets for
vulnerable and food insecure households,” in order to eliminate the threat of
famine for good (FAO 2002). The 2005 Ministerial Meeting of the World Trade
Organization (WTO), held in Hong Kong in December, agreed to bring food aid
that serves as a disguised export subsidy under “effective disciplines” (to be
agreed upon in the future), but also created a “safe box” to assure that no imped-
iments are imposed vis-a-vis “bona fide” food aid, especially emergency assis-
tance (WTO 2005). Donor agencies have recently moved to reform the ways
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in which they deliver food aid, with Canada authorizing the purchase of up to
50 percent of its assistance in developing countries (CIDA 2005). US policy-
makers are discussing how to make cash available from the food aid budget for
local purchases in recipient countries or in neighbouring developing countries
in the case of emergencies; efforts to gain legislative authority for such trans-
fers failed in 2005.

Other established practices for food aid lay a foundation for this regime
change. These include rules to stabilize food flows and make them more effi-
cient, such as triangular transactions, emergency release of food aid stocks
aimed for development, and the substitution of cash and local purchases by
several donors and the WFP. These measures all focus on quickly and effectively
getting food to those suffering the shock of an unexpected accidental fall in
availabilities. Efforts to end or reduce US tying of food aid to US-grown com-
modities are another sign of discontent and demand for change consistent with
delivery of compensatory relief.®

Resources to fund an “insurance” arrangement regime may also be on the
horizon. Consider that the pledge from an FAO Rome Food Summit in June
2008 called for several billions of dollars in pledges mainly for agricultural
development. Amounts multiple times more were made available in the follow-
ing year, with over US$1 trillion in stabilization and stimulus funds for devel-
oping countries pledged at the April 2009 G20 meeting. The world has witnessed
trillions of dollars lost in financial markets, forcing governments to spend even
more trillions on propping up private banks, insurance firms, and equity/lending
markets, so it seems consistent to commit to reform for similar stabilization and
restoration for these countries’ food systems and food safety nets.

Currently aid that arrives in poor countries following shocks to the food
system is often late, poorly targeted, and inadequate. These shortcomings are
worse where national safety nets have been neglected or marginalized by lead-
ers who rely instead on external aid (Sen 1983). In these cases aid has not
served to reinforce national safety nets nor has it made recipient countries more
shockproof or their citizens’ risks more manageable. Yet such safety nets serve
national economic and political objectives extremely well (see Adato, Ahmed,
and Lund 2004 and Alderman and Haque 2005).

Organizing humanitarian aid guided by insurance-like principles addresses
these problems. First, such a reformed regime can transform the relationship
between recipient and donor governments from a particularistic one of suppli-
cant and providers of charity, to a more rational-legal relationship of policy
holder and insurer or re-insurer. Humanitarian assistance based on insurance prin-
ciples makes eligibility for aid the right of a policy-holder in the country affected
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by shock. Second, the aid flow mechanisms become less tied to individual
donors’ immediate circumstances, such as ease of securing emergency legisla-
tive appropriations, ability to divert existing aid resources, or the existence of
surplus food stocks (Gilligan and Hoddinott 2006). Third, to the extent that
donors agree to this new approach to emergency food aid, it offers the oppor-
tunity to harmonize the presently disparate approaches of various humanitar-
ian assistance agencies, thereby promising additional efficiency gains. Finally,
such re-insurance arrangements increase the incentives in covered countries to
develop and maintain effective national food and protective safety nets con-
sistent with their resources.

The task of overcoming the financial crisis of 2008—09 assumed critical
proportions by the end of 2008. The continuing fight against hunger, however,
has not benefited from this massive increase in public-sector commitments. As
argued initially, only by linking changes in food aid to broader financial secu-
rity goals, reaching beyond while incorporating the classic concern of food
security, will the long-identified flaws in the existing food aid regime be
addressed. Making food aid an instrument of counter-cyclical global macro-
economic policy is the most promising vehicle for reform. This approach, fram-
ing food aid as an insurance back-up to national safety-net and stabilization
policies, would promote reform proposals as ways to reinforce existing ten-
dencies among G20 countries to create mechanisms to ward off a deeper reces-
sion. Most proposals discussed at the April G20 summit, for example, looked
to expand and harmonize regulation of key financial flows, to guard against
excessive risk taking, and to spread the burden of adjustment to shocks among
many counties and agencies. These are the ineluctable elements that a reform
of food aid must embrace and address.

The adoption of insurance principles as part of today’s humanitarian food aid
regime will improve guarantees of access to food, especially when emergencies
occur and food prices are high. As noted by the FAO, these changes do not
require the large amount of funding demanded for large-scale changes being
considered or implemented outside the food area. These external forces for
regime change create openings for inserting new ideas and rationale into the
practices and rules of food aid, ones that accord with solutions to these larger prob-
lems, while advancing the integrity of the regime’s own principles and norms.
A virtual reserve, as proposed by the IFPRI in March 2009 (von Braun, Lin, and
Torero 2009), is consistent with the principles by which insurance operates to
build assets available for release to those harmed. It also emerges in consistency
with demands to fix the way markets operate and to avoid risk by insurers that
characterized financial agencies in the last decade.

e



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:12@ Page 90

90

Part2 Immediate Governance Challenges and Proposals

Links to these other concerns are natural. Consider that many problems in
today’s international environment include not only the political instabilities
that breed terrorism, piracy, and a series of global “bads” (Naim 2003) but also
the economic vulnerabilities across borders that exacerbate erratic behaviour in
markets and financial “meltdowns.” Recall that the Bretton Woods organizations
of the World Bank and the IMF, and the GATT (now WTO), were created to
assist national governments to share risks and regulate cross border transac-
tions in the wake of war and depression. Security and peace-keeping aims were
assigned to the new United Nations, along with other special agencies that grew
over the years, from the United Nations Children’s Fund (UNICEF) to functional
agencies in education, food, health, and so forth. This was a unique and fertile
era of regime formation and extension of rules of national restraint in order to
secure more important global public goods. The end of the Cold War failed to
achieve reform and regime construction of any comparable magnitude. But it
did provide an opening for important shifts in regimes—nuclear weapons con-
trol, the role of the North Atlantic Treaty Organization (NATO), and many
incremental changes that strengthened supra-national bodies like the European
Union and routines for dealing with regional economic crises like those in Asia
in 1997.

The current global financial crisis will resolve itself at some point. The
April 2009 G20 meeting, however, left much undecided regarding enhanced
coordination (harmonization) of regulations and the actual additional resources
pledged for development of less developed countries. Much of the US$1 tril-
lion is not new, and other funds are generated by the IMF. The resolution of finan-
cial crisis concerns, however, may not occur promptly, and not without major
tragedies. Sweeping reform of international institutions and regulations is a
key concern among developed-country governments. There is yet little talk of
linking food security and food aid to these broader economic reforms. The path
for resolving this global crisis contains a number of cooperative arrangements
for burden-sharing, for ending unregulated financial instruments (such as in
hedge funds, insurance of debt-equity swaps, etc.), and for counter-cyclical
measures to act as circuit breakers for downward economic contagions. Fortu-
nately for reform-minded food crisis responders, these measures are consistent
with the idea of backing food security assurances with insurance principles led
by an international organization, most likely the WFP.

A number of questions for research arise from this claim. Who pays for
such insurance? How are claims assessed and paid? What role is there for pub-
lic and private entities to share the provision of such a public good? Where
would political support for such an undertaking emerge?
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Studying the rise and fall of aid demands and responses is one way to track
the changes in attention to hunger and humanitarian aid. The decline of contri-
butions to calls for assistance coordinated by the UN suggests that there is a
downward shift in attention given to these issues. Figure 6.2 shows results from
the UN Office of Coordination of Humanitarian Affairs (OCHA) tracking appeals
and responses for humanitarian aid. Key points in 2008/9 are, first, the growing
shortfall of contributions compared to identified requirements, and second, the
shift in requirements, so that assistance is often related to shocks from failures
in water, electricity, and other systems and not the food system per se.

Conclusion

The long-term drivers of the food crisis of 2008 identified at the height of the
price rises, such as growing demand from newly enriched countries, wasteful use
of farm products for fuel and feed, low investment in agricultural research, and
harm from the early effects of climate change, will be irrelevant to current debates
unless they are linked to better risk management and the creation of counter-cycle
instruments for smoothing shocks, rather than amplifying them as has happened
in the 200809 financial crisis. To preserve and improve the global system for
assuring food access for those most in need, arguments must focus on global

Figure 6.2
UN Office for the Coordination of Humanitarian Affairs (OCHA),
Requirements and Contributions
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macroeconomic and political stabilization. These, along with humanitarian objec-
tives, must be the principal goals for a reformed food aid regime.

The logic of this approach begins with recognizing how erratic commod-
ity prices have led to negative economic consequences broadly. High instabil-
ity in world prices, including and particularly food prices (which account for a
large fraction of poorer families’ household expenditures) exacerbated these
other instabilities—both as cause and effect. Instead of the underproduction
feared a year ago, food production now exceeds demand. The destabilizing
effects of unreliable markets and high price fluctuations fuel consumer fears,
slow investment, and distort capital allocations. These factors, in which food
markets play an important role, are the central motivators for drawing interna-
tional attention toward the proposed stabilization of food access using insurance
principles in the extant food aid regime. Addressing food and hunger crises as
unique is unworkable; they must be placed within the search for international
policy-makers’ solutions to these larger concerns.

Notes

1 The FAO reports that more people are likely to fall below the hunger threshold following the
price rise in 2008. As of March 2009, it estimates that 963 million people, or about 15 per-
cent of the world’s population, are suffering from hunger and malnutrition, a rise of 75 mil-
lion people since 2007 and the director general of the FAO Jacques Diouf told the Financial
Times it had passed 1 billion (FAO 19 March).

2 This proposal by IFPRI is further discussed by Frederic Mousseau in Chapter 8 of this vol-
ume.

3 Jeffrey Sachs, however, finds optimism in strategies discussed within USAID and by offi-
cials in transgovernmental aid networks. He sees more attention to programs for farmers and
the poor in which they design the steps forward (see Sachs 2009).

4 The tonnage amounts in the 1960s are especially notable, because they accounted for up to
one-sixth of world cereal trade, a far larger portion of trade than ever since.

5 The meetings include the 1996 World Food Summit and its 2002 follow-up summit, the 2000
UN Millennium Assembly, the 2002 Monterey Conference on Financing for Development,
and the G8 summits of 2004 and 2005.

6 These issues are discussed more fully by Gawain Kripke in Chapter 9 of this volume.
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CHAPTER 7

P =

Preparing for an Uncertain
Global Food Supply

A New Food Assistance Convention

C. Stuart Clark

ver the past decade, a growing consensus has emerged that the global

human food supply is becoming increasingly vulnerable to serious dis-
ruptions. These disruptions are likely to be regional in nature but may also have
global implications, as they did in the early months of 2008. Food system dis-
ruptions can have profoundly destabilizing effects on the affected countries
and beyond. There is therefore a strong rationale for designing a global food
“safety net” that can bridge the disruption of these food supplies.

The Food Aid Convention (FAC) is the only treaty that provides a pre-
dictable multilateral mechanism for making food transfers available in response
to structural food deficits and food crises. The current version of the treaty was
renegotiated almost a decade ago and in many key aspects has been rendered
less and less suited to contemporary realities. Although its reform has been
stalled by agricultural trade negotiations at the World Trade Organization (WTO),
there is a growing consensus among the current member states that now is the
time to seek significant changes, through reform of the Rules of Procedure
and/or renegotiation of the convention itself. Either option has the potential to
provide a global food safety net.

Discussions have already begun about the nature of any new or reformed
convention, examining ideas such as:

» modifying the commitment structure to permit greater flexibility in the
nature of countable contributions (e.g., non-food transfers such as vouch-
ers and cash transfers, micronutrient supplements, cash contributions

95

e



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:12@ Page 96

96

Part2 Immediate Governance Challenges and Proposals

toward the costs associated with another members’ commodity contri-
butions);

 improving the effectiveness of food assistance activities by implement-
ing a system of periodic reviews of selected interventions;

 broadening participation in the convention to include recipient countries
who undertake to adhere to a code of conduct for food assistance effec-
tiveness; and

» implementing a rights-based approach by linking the overall commit-
ment level to a reliable measure of need and using a pro-rated formula for
member contributions.

The broadening of the application of the FAC has led many proponents to pro-
mote the changing of the title to “Food Assistance Convention,” underscoring
the use of tools beyond food aid to increase food consumption among food-
insecure people. The outcome of these negotiations could significantly
improve the governance of international food security by ensuring a just allo-
cation of food supplies for future major food crises.

Background to the Food Aid Convention

The FAC was established in 1967 in conjunction with the Kennedy Round
negotiations of the General Agreement on Tariffs and Trade. Its original pur-
pose was to provide an agreed-upon framework to regulate the use of food aid
as a mechanism to utilize surplus food stock, in particular to minimize the dis-
ruption of the international trade in cereals and to provide a reliable minimum
quantity of food aid. The initial membership included all the major wheat-
exporting countries and some of the major cereals-importing countries. The
FAC has been renegotiated five times, resulting in changes in the overall quan-
tities of food aid, the range of “countable” commodities, and the agreed-upon
purpose and qualifications for food aid transactions (see Figure 7.1).

Within certain convention periods there were adjustments in commitment
levels, usually based on unilateral notifications by donors. Other changes dur-
ing the past twenty-five years have included local purchase flexibility (FAC
1986) and an increase in the number of countries on the eligible recipients list,
most notably the addition of the emerging economies of the former Soviet
Union in the 1995 convention. The range of eligible food commodities was
increased, extending beyond cereals to include limited amounts of pulses, edi-
ble oil, root crops, skim milk powder, sugar, seeds, and micronutrient fortifi-
cation/supplementation (FAC 1995; FAC 1999). Eligible costs were adjusted
to include those associated with transport in the case of internationally recog-
nized emergency situations (FAC 1999).
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Figure 7.1
Minimum Food Aid Tonnage Commitments under Various Food Aid
Conventions
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The most recent FAC was due for renegotiation in 2002 but has been
extended several times pending the conclusion of Doha Round WTO negotia-
tions on trade disciplines for food aid. Although these negotiations are not yet
complete, there is sufficient closure on the food aid discussions for member
states to begin discussion on FAC reform.

This renegotiation comes at a particularly important moment. Food aid
needs have risen steadily over recent years, reflecting continuing low invest-
ment in agriculture and rural development, unfair agricultural trade relationships
and the growing impact of climate change, which is expected to steadily reduce
food production in equatorial countries. At the same time, total food aid avail-
ability has declined, with rising prices decreasing budgetary allocations for
food aid. Because food is such a basic necessity, acute food shortages can
quickly lead to serious political instability, particularly in urban areas. If such
instability arose in several countries at the same time, the threat to the interna-
tional economic and political systems would be severe. In this context, the exis-
tence of an adequate global food aid safety net may be a key element in ensuring
global economic and political stability.

The Value of the Food Aid Convention

There has been considerable debate about the value of the FAC, most notably by
Charlotte Benson (2000) and, more recently, by Hoddinott, Cohen, and Barrett.
(2008). On the positive side it has been noted that the Food Aid Convention is the
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sole international treaty that guarantees a minimum transfer of resources between
(mostly) Organization for Economic Co-operation and Development (OECD)
countries and developing countries. By specifying a minimum quantity of food,
it provides some protection from reductions in food aid availability when the
food prices rise suddenly as they did in early 2008. In principle it is therefore a
legal instrument for providing an international food safety net, a fact that could
be of great importance in the volatile years ahead.

In practice, the FAC has fallen short of its potential. Benson points out that
the total commitment level of the FAC has generally been well below the actual
food aid levels, suggesting that at least some convention members set their
commitment levels so low that they are unlikely to fall below them. Despite this,
meeting the convention commitments has been a significant factor in some
member states’ allocation of resources, even though at times they threatened to
weaken their commitments. The strong domestic political profile of food aid in
some member states may also support the claim that these resources have been
at least partially additional to other aid flows.

There are several other criticisms of the current convention. Some critiques
focus on the complexities of the rules and procedures. In particular, it has a
very complex and non-transparent method for rendering the quantities of a
wide range of permissible commodities, delivered through several different
modalities, into a single unit of food aid, the “wheat-equivalent tonne.”! It also
has complex and sometimes perverse rules regarding the accounting of trans-
portation costs—most recently the inability to count transportation costs paid
for the transport of non-member food aid shipments (e.g., Indian wheat provided
for food emergencies in neighbouring countries).

Further critiques focus on what the convention fails to do. For example, it
fails to fully recognize the importance of the nutritional adequacy of food aid,
particularly the important role of micronutrient supplementation. There has
also been a failure to implement the convention provisions that focus on ensur-
ing the effectiveness of food aid. Although these are aspirational in nature,
there is much that could be done to give them substance. The convention also
fails to provide adequate representation to recipients because it limits its mem-
bership to donors only. This is a direct challenge to the emerging aid consen-
sus represented by the Paris Declaration on Aid Effectiveness that recipients must
also be represented. Finally, it lacks transparency in that reports of member
compliance with their commitments are not publicly released and have been dif-
ficult or impossible to obtain.

Despite these weaknesses, most member states think that scrapping the
convention would carry an unacceptably high political price—particularly in
the context of an increasing need for food-related transfers due to climate
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change-related emergencies and instability, and volatility on world food mar-
kets. The principal debate now centres on how much to change the convention,
and in what direction.

Possible New Directions for the Food Aid Convention

The debate among members about the future of the FAC has just begun. At the
semi-annual meeting of the FAC in December 2008, members began informal
technical discussions about changes to the convention—initially following two
possible lines of reform. Some members favoured immediate renegotiation;
others favoured an initial revision of the Rules of Procedure. The context of these
discussions played a significant role in determining the outcome. Important
elements included:

Economic conditions

Donor governments dealing with recession and falling tax revenues will be
disinclined to undertake additional international commitments (and some may
be tempted to drop existing commitments).

Food aid demand

The World Food Programme reports that the need for food aid is escalating as
a result of both global economic conditions and the increasing impact of climate
change.

WTO trade negotiations

In the context of WTO negotiations, developing countries still point to the
1994 Marrakech Decision in which rich country members of the WTO com-
mitted to several measures, including enhancing the FAC, should food prices
rise as they have for the past several years.

Evolving best practices in food aid

In recent years the use of vouchers and cash transfers to households and indi-
viduals have been shown in some situations to be as effective or more effective
than food transfers in responding to food insecurity. Neither vouchers nor such
cash transfers can be counted against commitments under current convention
rules.

Donor policies

The European Commission took a decision in 2006 to move all of its food aid
activities to the European Community Humanitarian Organization (ECHO).
The main mandate of ECHO is to respond to immediate emergencies, and,
under current European Commission rules, it cannot make global binding com-
mitments to provide resources on multi-year basis. ECHO can legally commit
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resources on an event/project basis only. ECHO also seems to be more comfort-
able with the idea of transforming the FAC into a humanitarian assistance con-
vention, thus avoiding concrete food aid commitments with their attendant
price risks.

Minor Modifications—Revision of the Rules of Procedure

Several of the criticisms of the current convention could be addressed with
minor changes, possibly by amending the current rules of procedure. Below
are some suggestions for inclusion in these amendments:

Twinning to support food aid by developing country food aid activities
Under the current rules of procedure, it is not possible to count cash contribu-
tions that assist in the transportation and distribution of food aid commodities
provided by other donors. With several developing countries expressing inter-
est in the possibility of providing food aid resources to countries in their vicin-
ity, several convention members, including Canada, would like to be able “twin”
with these countries to cover the non-food costs.

Micronutrient supplementation

The current rules of procedure provide for the micronutrient fortification (adding
micronutrients to food aid commodities) of convention-permitted commodi-
ties but not for the provision of micronutrient supplements (pills that can be sep-
arately distributed). With micronutrient malnutrition now widely documented
as a major problem, there is a strong case for providing supplements either on
their own or in conjunction with, for example, unfortified locally procured food
aid commodities.

Increased transparency

The current rules of procedure set deadlines for member reporting of food aid
activities but make no definite provision for the timely public release of FAC
reporting. This could be provided for by an amendment of the current rule on
reporting.

Conversion to a Food Assistance Convention

Observers of the FAC have been looking for ways to “retool” the convention
to better suit current best practices. The inclusion of vouchers and cash trans-
fers to the traditional food transfer has given rise to the call for a Food Assis-
tance Convention. The Trans-Atlantic Food Assistance Dialogue (TAFAD), an
NGO coalition, has been one of the most active voices in this debate to date.
TAFAD is made up of most of the major North American and European food
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aid programming NGOs, and issued its first proposals for a new Food Aid Con-
vention in August 2006. TAFAD called for several major changes to the con-
vention in the context of meeting the first Millennium Development Goal—to
halve, between 1990 and 2015, the proportion of people who suffer from hunger
and the proportion of people whose income is less than US$1 per day:

1. The objective of the convention should be to meet global food aid needs
based upon comprehensive needs assessments, using recognized global
norms such as the Food Security Assessment and Nutrition Assessment pro-
cedures outlined in the Sphere Project handbook (Sphere Project 2004).

2. The total commitments in a future convention should be adequate to meet
all legitimate food aid needs, initially estimated as equivalent to a nutrition-
ally adequate diet for 25 million people. The retention of a commitment to
an amount of food rather than a cash value is an important hedge against
food aid availability being negatively affected by food price increases.

3. Food aid accounted for under the convention should be solely directed to
direct food transfers (or their equivalent in vouchers or cash) to food-insecure
people. This would prohibit various types of food aid monetization from
being accounted for under the convention.

4. There should be timely and transparent public reporting of all food aid
activities accounted for under the convention.

5. Recipient states’ participation in the convention should include the obliga-
tion to adhere to a “Code of Conduct for Food Aid” and to play a role in
mutual accountability for the effectiveness of food aid activities within
their borders.

6. A multi-stakeholder technical advisory committee should be created,
charged with overseeing the assessment of food aid needs and a peer
review mechanism for food aid activities under the convention.

In May 2007, the German Government convened an international conference,
“Food Aid—Exploring the Challenges,” which focused its attention on the
future of the convention. The conference was attended by representatives of
all but one of the FAC member states, ten recipient countries, and many
NGOs and research organizations. The result of the conference, dubbed the
“Berlin Consensus” (Cohen and Weingédrten 2007), called for the following
reforms to the convention:

1. Broaden the convention to include all food assistance tools—food trans-
fers, vouchers, and cash transfers.

2. Make the overall commitment level meaningful (related to some measure
of need for food aid).
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3. Provide greater transparency in commitment performance and ensure the
evaluation of the quality of food aid activities.

4. Increase participation of other stakeholders, especially recipient govern-
ments.

5. More closely integrate the convention with other international food secu-
rity arrangements (e.g., reform of the FAO Committee on Food Security).

In addition, the Right to Food principles related to food aid outlined in the Food
and Agriculture Organization of the United Nations (FAO) Voluntary Guide-
lines on the Right to Food (FAO 2005) were discussed and largely supported,
particularly as they apply to “do no harm” principles in food aid activities.

Since the Berlin Conference, discussion has continued on the possibility
of an International Food Assistance Convention, particularly supported by the
European Union, with interest shown by Canada. Particular challenges relate
to the quantification of commitments when applied to food, vouchers, and cash,
particularly if the convention is to retain its commitment to a quantity of food
rather than a quantity of money.

A Further Development?—The Integration of a Human
Rights Approach

Some of the member states and the TAFAD group have shown their support for
a stronger human rights orientation for a new convention. The Human Right to
Adequate Food, already recognized in the United Nations International Covenant
on Economic, Social, and Cultural Rights, has received increasing attention in
recent years. This Right to Food orientation would apply at two levels—ensur-
ing that food aid activities do not interfere with the right to food of either the
recipients or adjacent populations, and ensuring that the overall commitment is
sufficient to support meeting the need for food aid. A human rights approach
to food aid would include the following aspects:

Respecting and protecting the right to food

The principles of respecting and protecting the right to food do not carry any
particular resource transfer elements. Practically, they involve such issues as
ensuring that food aid does not negatively impact local food markets, that rations
provided are nutritionally and culturally adequate, and that no groups are dis-
criminated against in food aid distribution. Integrating this approach into the con-
vention would require paying much more attention to the way in which food aid
activities are implemented. This echoes the other calls for more attention to
assessing the quality of implementation of food aid activities. It requires that
the convention develop much greater capacity to assess the quality of food aid
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activities in its mandate, possibly suggesting greater involvement by the World
Food Programme or the FAO.

Supporting the fulfillment of the right to food

While the right to food places the primary obligations on the state in which food
insecurity is taking place, it also stipulates that, if the recipient state can demon-
strate that it is unable to fulfil the right to food in emergency situations, it should
appeal to the international community. The international community then has a
responsibility to support national governments to ensure that the right to food is
realized for those facing hunger. Monitoring and meeting this responsibility
could be one of the functions of the convention and would serve as a response
to the call to make the total convention commitment level meaningful.

Conclusion

The renegotiation of the Food Aid Convention will provide an important oppor-
tunity to strengthen the global food security architecture as we enter an era of
increasing instability in the world’s food systems. It provides a tangible means
of contributing to such internationally recognized goals as the first Millennium
Development Goal. But the Food Aid Convention is currently like a T-shirt in a
blizzard—better than nothing but certainly not up to the task. Nevertheless, the
basic structure of the convention is sound, and, with appropriate and modest
changes, it could become an important symbol of the international community’s
ability to work together to address common hunger challenges. Whether or not
its members rise to this challenge will depend very much on whether political
support can be successfully generated, especially in difficult economic times.

Note

1 Beyond the semantic objection of referring to all food aid as wheat, the feat of finding a sys-
tem to add up so many “apples and oranges” is not insignificant.
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CHAPTER 8

P =

From Food Handouts to
Integrated Food Policies

Frederic Mousseau

he increase in food prices in 2007 and 2008 exposed a pre-existing global

food crisis that was already affecting about 850 million undernourished
people. Food-price increases have exacerbated the dire living conditions faced
by hundreds of millions in the poorest countries. Even before the food riots in
early 2008, some 16,000 children died every day from hunger-related causes—
one every five seconds (Black, Morris, and Bryce 2003).

The situation is getting worse now that the number of undernourished peo-
ple has increased to over 1 billion. Food prices have become more volatile due
to their increasing dependency on uncertain oil markets, while climate change
increases the frequency and intensity of disasters, resulting in shocks to both
food production and supply.

Policy shifts are required to reliably tackle world hunger through sound
agriculture and trade policies. Meanwhile, governments and aid agencies must
take concrete action to effectively meet the food needs of the poor in develop-
ing countries and protect them against disasters and market volatility. But what
should these concrete measures look like? And who should do what?

How Is Hunger Addressed Today?

International emergency interventions are required in order to save lives and pro-
tect and restore livelihoods in crisis situations, such as Darfur, where govern-
ments lack the capacity or political will to do so. However, food relief does not
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only take place in contexts of war or major disasters. The World Food Pro-
gramme (WFP) delivers food aid in some eighty countries, most of them at
peace and with stable governments, and only fifteen are conflict zones such as
Congo or Afghanistan (WFP 2009).

The WFP and NGOs such as Oxfam are increasingly called upon to deploy
relief interventions to help people in extreme poverty who are facing the vagaries
of weather or markets. Since the turn of the millennium, all the major food emer-
gencies that triggered international interventions in Africa—Southern Africa in
2002 and 2005, Sahel in 2005, Horn of Africa in 2000, 2002, 2006 and 2008—
took place in contexts of chronic hunger and poverty, not war or major disaster.
Where millions of people live precariously on the edge of survival, with no
access to safety net programs or insurance, and with few savings or assets to
fall back on, relatively small economic or climatic shocks can create acute crises.
The relief provided is often critical to save lives and protect livelihoods, and
these organizations should be enabled to do more. But, despite their commitment
and worldwide presence, aid organizations are not in a position to meet all needs.
The international aid system is not fit for this purpose; it cannot work at the
scale required, and should not, in fact, seek to take on what should properly be
the responsibility of national governments in the affected countries.

One of the most dramatic stories concerning the rise in food prices in 2008
was the challenge to the World Food Programme’s budget. The WFP was con-
fronted with a 35 percent increase in operational costs due to the higher costs
of food and transportation, and had to find an additional US$755 million to
maintain its assistance to some 70 million people (WFP 2008). However, these
beneficiaries only constitute 8 percent of the total number of undernourished
people worldwide.

The WFP eventually got their US$755 million and increased their budget by
nearly 50 percent in 2008 to US$5 billion in order to scale up their programs in
response to the high food prices. Although this allowed the program and its ten
thousand permanent staff to reach 100 million people worldwide, it is still very
far from the target figures necessary to tackle world hunger. If the challenge of
meeting the needs of the remaining 900 million is to be achieved, a major increase
of United Nations and NGO assistance is essential. But would this be enough?

A Global Food Reserve?

We heard a lot in 2008 about an International Food Policy Research Institute
(IFPRI) proposal, endorsed by the World Bank, to create a global food reserve
consisting of virtual and physical elements (see von Braun and Torero 2008).
The “virtual” system would be supported by funding pledged by big exporting

e



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:12@ Page 107

From Food Handouts to Integrated Food Policies Frederic Mousseau 107

countries and would be used to intervene in grain futures markets to discour-
age speculation when prices are rising. The notion of a virtual reserve is based
on the idea that speculation on futures markets for grain and other commodi-
ties is a key factor of the price increase, which would be curbed by such a
mechanism. The proposed system would be combined with physical stocks to
be managed by the WFP at regional level to meet humanitarian needs.

Let us review this proposal, discussing first the matter of physical stocks.
Do we need them? The answer is no. If we look at the major food crises of the
past decade, including the examples of Malawi and Niger below, it appears that
the problem is not a matter of having stocks readily available but rather the
availability of financial resources and swift decision making.

In Malawi, following a bad harvest in April 2001, the government requested
in July international assistance to help provide the 600,000 metric tons of food
needed in the country. Donor countries were apparently skeptical about the
severity of the situation and cautious after reported mismanagement of the
national food reserves. As a result, they did not meet this request. In April 2002,
however, one year after the bad harvest, reports of starvation in some parts of
the country galvanized the WFP to launch an emergency appeal, and a massive
relief operation finally began with strong support from the main donor coun-
tries. It was unfortunately too late for those who died during the lean period in
the first months of 2002, when food stocks were depleted and food prices were
at their highest level. Instead, Malawi was flooded with food one year after the
failed harvest, with serious adverse effects on the country’s budget, economy,
and agriculture. Mozambican farmers were also seriously affected by the depres-
sion of the regional market (Mousseau 2004).

Similarly, the government of Niger and the WFP called for aid in Novem-
ber 2004, following a bad harvest one month earlier. The response from the
international community was initially very limited. Four months after its first
appeal, the WFP had received only 10 percent of the required funding. The
international community largely ignored the situation in Niger until July 2005,
at which point expensive emergency nutritional products were routed by air
from Europe to treat widespread malnutrition. Regional purchases of food
months before could have easily prevented the severity of the situation. Indeed,
it would have been possible to organize an appropriate response as soon as
food shortages were predicted, providing funds to the government and UN
agencies for food imports and distribution, and allowing smooth and organ-
ized support from the international community (Mousseau and Mittal 2006).

These two examples demonstrate how the lack of timely decision making
transforms food deficits into food crises. They also recall that when there is a
food deficit somewhere, because of drought or floods, for instance, there is
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generally still food available for purchase in the country or the region. After the
Asian tsunami in December 2004, only coastal lands were affected, and thus food
could be immediately supplied from inland farms and stocks in the case of Sri
Lanka, or from other regions in the case of India and Indonesia.

In any case, what is essential in case of disaster is to ensure swift decision
making and the availability of funding to address the problem, as opposed to
maintaining stocks of prepositioned food. It is now widely acknowledged that
it is critical to prioritize food purchases as close as possible from deficit areas
in order to support local production and trade. For chronic problem situations
in which food assistance is required every year, such as in the case of Ethiopia,
it is necessary to ensure predictable, multi-year commitments from donors so
that governments or the WFP do not have to launch emergency appeals on an
annual basis. This is what is currently happening in Ethiopia, following the
establishment of a Productive Safety Net program in 2005.

The other element of the IFPRI proposal concerns the issue of virtual
reserves. Do we need them? I suggest three elements of response:

1. Is it realistic? What is the incentive for the main food exporters to inter-
vene in futures markets to keep prices low and reduce the profits of their
farmers and traders? How can we realistically expect these countries to
make such commitments when it does not seem to be in their interest?

2. We already have a global mechanism, the Food Aid Convention (FAC),
that commits donors to provide a minimum of 5 million tons of food aid
every year. While the FAC needs to be reformed in order to make it a more
effective anti-hunger instrument, it is in place and can be used.

3. The most critical problem is that neither a global mechanism nor the asso-
ciated proposal of WFP-managed regional physical stocks would con-
tribute to the capacity and resilience of developing countries to face
supply shocks. Both mechanisms would maintain and possibly increase
developing countries’ dependence on the good will of exporting countries
and international institutions for their food supply.

Restoring Food Policies

Until 2008, many countries had given up the very idea of running food policies.
It was widely believed that global food markets had become larger and less
volatile, and that countries were better off liberalizing their economy and buy-
ing food on international markets, when necessary, than they were supporting
local food production and holding domestic stocks.!

This approach was strongly promoted by major donors, many of which are also
major cereal exporters and enjoy a dominant position on the global food markets.
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Yet, it remains necessary that states bear the responsibility for realizing
people’s rights to adequate food and livelihoods. Unfortunately, today, hunger
is too often ignored, accepted as “given,” and left unaddressed with the hope
that long-term development will eventually solve the problem. Hundreds of
millions thus live daily in hunger, which forces them into poverty and a perma-
nent struggle for survival. Millions do not make it and die from hunger-related
causes every year.

Apart from specific crisis conditions, national actors, primarily develop-
ing-country governments, must play a far larger role in the solution, with the
participation of local civil-society organizations. States should not rely on inter-
national relief and food aid to meet the basic needs of their people but rather
should take all relevant measures to meet people’s ongoing needs and protect
them against shocks.

Many governments have been successful in reducing hunger and vulnera-
bility to disasters through sound and comprehensive public policies. For instance,
over the last fifteen years, Brazil’s comprehensive approach to food security has
greatly reduced the prevalence of hunger in the country, with malnutrition in
children under the age of five falling from 13 percent to 7 percent between
1996 and 2006 (Brazilian Ministry of Health 2008).

However, not all countries have the capacity or the political will to address
the problem on their own. Due in large part to structural adjustment programs
and strong pressure from donors, many poor countries have greatly reduced
public interventions in social and economic sectors over the past three decades.
This has resulted in even greater market volatility and has undermined the
capacity of states to alleviate hunger and respond to food crises.

It is now time to rethink food policies in order to deal with hunger at scale,
and to seek innovative ways to deal with the problem of market volatility, giv-
ing states a key role in ensuring that food is available and affordable to all.
States must use a combination of policies and interventions adapted to every con-
text, including, for instance, employment schemes, direct transfers of food or
cash to vulnerable groups, food and input subsidies, insurance, credit, food
reserves to stabilize prices, trade and fiscal measures to help poor consumers,
market regulation, and support for farmers. They must also fix minimum wages
and other labour rights at the required level necessary to meet basic needs.

Steps in a New Direction

Reassess the cost effectiveness of food reserves
One of the central arguments made against country-managed grain reserves
points to the high cost of these instruments (Rashid, Cummings, and Gulati
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2005). Because developing countries’ food import costs have increased sub-
stantially (13 percent in 2006 and 33 percent in 2007), this argument needs to
be reconsidered. Moreover, a reassessment of the cost effectiveness of these
instruments must be comprehensive enough to consider the direct costs of man-
aging and holding stocks versus the cost of not having such instruments in
place (e.g., hunger and malnutrition toll, costs of safety nets, nutrition and food
aid programs).

Link public procurement and storage of food to agricultural policies

Public procurement, along with the implementation of ceiling and floor prices,
can be used to protect consumers and producers against market volatility. This
is how Europe and Northern America have developed their agriculture over the
past fifty years. IFPRI shows that the stability of prices ensured by parastatals
in Asia has mitigated risks and given farmers some degree of certainty in allo-
cating their land in favour of the crops for which prices are guaranteed. This has
resulted in a positive impact on agricultural development and substantially
increased economic growth in several countries (see Rashid et al. 2005, 35-39).

Active participation

The active participation of farmer organizations and civil society organizations
must be favoured in the governance and management of parastatals through
concrete arrangements and institutional reforms that aim to address the concerns
of cost-effectiveness, corruption, and management of public mechanisms.
Oxfam research found this to be a far better option for Malawi’s Agricultural
Development and Marketing Corporation (ADMARC) than the privatization
advocated by some donors (Nthara 2002). Concrete arrangements for the par-
ticipation of farmer and civil society organizations will also improve the account-
ability of food policies and institutions toward the poor and the hungry.

Innovation in community storage

It is important to reinvest in community storage, such as grain banks, and inno-
vative ways of storing food, such as warehouse receipts or warrantage involv-
ing both the public sector and the private sector through financial institutions.
Cereal banks and warrantage allow decentralized, community-based systems of
food management, intended to protect farmers and consumers against market
fluctuations. Cereal banks buy grain from farmers at the harvest time when
prices are low. The food is stored until the lean season comes, along with higher
prices. The food is then sold below market prices but with a margin to cover
management costs and future purchases. The warrantage system, in place in
Sahel since the 1990s, provides a similar function but is operated by farmer
groups and offers credit to farmers with the support of financial institutions. The
farmers sell the food at harvest time, which is kept in storage and sold a few

e



Olclapp.gxd:clapp DESIGN.gxd 9/15/09 7:12@ Page 111

From Food Handouts to Integrated Food Policies Frederic Mousseau

months later when prices are higher. Farmers then obtain the additional revenue
generated. This acts as a market regulating tool and serves as an important
safety net, especially for households facing other vulnerabilities. The effec-
tiveness of these instruments has been uneven in the past, often limited by lack
of cash flow and the vulnerability of these institutions to market fluctuations.
The lack of durable financial and management support and poor institutional
backup have also undermined the sustainability of these instruments.

Think regionally

National reserves may not be appropriate anymore in economically integrated
regions. The Southern Africa Development Community announced in 2008 the
constitution of a 500,000 metric ton food reserve, to be procured in the region.
Countries in other regions, such as West Africa, could consider adopting such
a model, which may be more appropriate than national reserves in the context
of open regional markets. However, the development of regional reserves needs
to be preceded by the development of regional agricultural and food policies,
because food reserves cannot be managed independently and must be handled
with flexibility according to prices and production levels.

Innovative food procurement

Developing countries must also consider innovative ways to procure food for
public interventions such as what is happening with the Southern Africa Futures
Exchange, where a country like Malawi is able to negotiate and secure the pro-
curement of food at pre-agreed prices on the regional food exchange.

Conclusion

Though the food crisis is a global one, it is essential to recognize that it must
be primarily addressed at the local, national, and regional levels rather than
through the creation of new global mechanisms.

To be successful, investment in agriculture requires policies designed and
implemented by states, with strong participation of all parties, including civil soci-
ety organizations, unions, farmer groups, fishing communities, and so on. The
2008 food crisis made it clear that the international aid and cooperation system
must revisit old paradigms and support the restoration of true food policies. The
international community should actively support governments to assume their
responsibilities and put in place adequate public mechanisms and interventions.
In order to do so, donors and aid agencies must stop pressing for rapid liberal-
ization of economies, shift away from an emphasis on the delivery of food and
projects, and provide more support to local mechanisms and institutions, includ-
ing through direct budget support to governments when appropriate.
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Note

1 As an Overseas Development Institute paper put it in 2003, “greater integration into the
international market would reduce the variability of food prices” (Anderson and Slater
2003).
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CHAPTER 9

P =

The Uses of Crisis

Progress on Implementing US Local/
Regional Procurement of Food Aid

Gawain Kripke

This chapter reviews recent events and progress in the advocacy effort to
reform US food aid programs to enable local and regional purchase of food
aid. It provides details on several venues in which food aid reform was consid-
ered and debated and notes that progress has been limited. However, the 2008
food price crisis has changed the external context for food aid and helped
unblock policy debates over local and regional purchase in the US Congress.
Food aid is a sliver of international assistance, making up approximately 3—5
percent of overall official development assistance (ODA) in recent years.
While these US$3—4 billion in aid are a critical lifeline to people in desperate
need, food aid has been an area of disinterest and neglect in the broader field
of development.

Although recognized as a necessary measure, food aid is often ignored,
considered a crude, and ideally temporary, intervention. Delivering food to
beneficiaries is a logistical and funding challenge, but is not very interesting as
a development strategy. It is viewed more as a short-term palliative than a long-
term solution.

In this way, food assistance seems out of date in modern development dis-
course, which often concerns itself with issues of empowerment, entitlements,
livelihoods, and power. At worst, food aid could actually increase dependency
and depress the livelihoods of poor people themselves.

On the other hand, the importance of food assistance as a humanitarian
intervention is disproportionate to its share of ODA. Food aid literally saves lives,
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which has an enormous welfare value. Since the large majority of food aid is
provided on an “emergency” basis to people in acute need, this aid is among
the most tangible, direct, and measurable transfers from donors to poor and
vulnerable people. The impact on beneficiaries is very high, even if not long last-
ing. For young children, however, adequate nutrition can prevent irreversible
harm: children who experience malnutrition between birth and two years old
can suffer a range of long-term impacts including physical stunting, increased
risk of disease, reduced cognitive function, and lower economic productivity
(Ruel and Hoddinott 2008).

In recent years, food aid programs have become the subject of controversy
and critique both on the international stage and within the United States. This
debate has been sparked in large part by a movement emerging among devel-
opment stakeholders to reform and improve the execution of food aid programs.

Critique of Food Aid Programs

Existing food aid programs have been the subject of a range of critiques in
recent years. The primary target of many of these critiques is the United States.
As the donor of close to half of all international food aid, the United States
plays a major role in supporting and maintaining existing food aid programs.
The United States is the largest contributor to the UN World Food Programme
(WFP), the multilateral food aid agency. In addition, the United States uses
food aid to support a variety of bilateral programs through various NGOs, con-
tractors, and governments. However, the United States makes virtually all of its
food aid contributions in the form of food commodities procured on US mar-
kets and largely shipped on US-flagged vessels.

The critiques of US policy have overlapping, but distinct themes: its poten-
tial to disrupt markets, problems associated with its donor-driven nature, and
inefficiencies.

Among the most damaging critiques of food aid is that it can displace com-
mercial food markets at both the international and domestic levels. There is lit-
tle argument that some forms of food aid displace commercial imports. Indeed,
this was one of the purposes of some first-generation food aid programs: to sup-
port governments by reducing their need to purchase and import food (US Gen-
eral Accounting Office 1995). Over time, improved targeting has helped to reduce
the commercial displacement caused by food aid. Nonetheless, critics argue that
food aid continues to displace commercial food imports and that, even worse, it
can depress local food production and marketing. This is a very problematic cri-
tique, since one of the primary purposes of food aid is to improve food security.
But if food aid floods local markets and depresses prices, local farmers could
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lose income and, consequently, their incentive to continue producing food. For
the longer term, this undermines local food production and longer-term food
security (Clay, Riley, and Urey 2004; Barrett and Maxwell 2005; Lavy 1990;
Abdulai, Barrett, and Hoddinott 2005).! This argument has a clear logic, although
it is supported more commonly with anecdotal evidence than with rigorous analy-
sis (Thurow and Kilman 2003; Saunders 2005; and Oxfam GB 2001).2

Some analyses show that poorly timed or over-sized food aid interventions
can contribute to depressed prices. For example, Oxfam made the case that in
2002 and 2003, food aid donors overreacted to a projected 600,000 metric ton
food deficit in Malawi and sent close to that amount in food aid. However,
commercial and informal importers also brought in an additional
350,000-500,000 metric tons, leaving Malawi flooded with large carry-over
stocks. Maize prices subsequently dropped from US$250 per metric ton to
US$100 per metric ton in the course of a year. Local production of maize, cas-
sava, and rice fell markedly, and estimated losses to the Malawian economy were
approximately US$15 million (Mousseau 2004).

Broader economic studies are inconclusive about the extent to which food
aid causes a disincentive to local production. Most studies of food aid impacts
are conducted at a national or global level, using aggregated data (Clay et al.
2004). This hides impacts in local markets, where price depression and dis-
placement are more likely, especially in the fragmented markets typical of many
countries receiving food aid.

There is some evidence that the use of food aid correlates with long-term
dependence on food imports. As food aid declines, commercial imports tend to
take its place, rather than local or national food production (FAO 2004, 17).

Another critique of food aid is that it is donor-driven, rather than driven by
the needs and interests of beneficiaries. The flow of food aid tends to rise when
donors have food surpluses and when food prices decline, and tends to decline
when food prices rise. This creates a pro-cyclical pattern, which means less
food aid is available when it is needed more. Food aid volumes are closely cor-
related to carry-over surpluses; when surpluses rise, so does food aid. This pat-
tern was especially notable in 2008 as food prices climbed to record levels,
driving large numbers of people into food insecurity and causing dramatic civil
disturbances and even political instability (including changed governments in
food import-dependent Mauritius and Haiti). At the same time, the WFP faced
a shocking budget shortfall in food needed to meet commitments, at one point
claiming a US$755m budget deficit.

Finally, food aid given in commodity form is inefficient. Critics point out that
food aid donated as commodities can take much longer to deliver than food aid
purchased closer to the targeted beneficiaries. This is an important consideration
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when weeks or even days can mean the difference between life and death dur-
ing humanitarian emergencies. In the US system, it can take months from the date
of a procurement order until food aid is actually delivered to port. US emer-
gency shipments experienced a median lag of nearly five months in 1999-2000,
due to bureaucracy and cumbersome procurement restrictions—and, of course,
the need to ship food over long distances (Barrett and Maxwell 2005).

Sending food over long distances, with restrictive procurement and shipping
requirements, means that funds are spent on bureaucracy, processing, and ship-
ping rather than on the food and its distribution. In 2004, the Organization for
Economic Co-operation and Development produced a study based on a review
of thousands of food aid transactions. The study found that shipping food from
donor countries is 33 percent more expensive than buying it from a third-party
country (usually closer to the destination) and 46 percent more expensive than
buying it locally in the destination country (Clay et al. 2004).

US food aid is notably inefficient in this regard. US commodity suppliers
enjoy an 11 percent premium above commercial prices for food aid purchases.
In addition, because US law requires that 75 percent of food aid shipments use
US flag-carriers, a 78 percent premium is paid on food aid shipments. By donat-
ing food that is US-sourced and US-shipped, US taxpayers lose more than half
the value of their food aid dollar in costs by the time food aid reaches the des-
tination port (Barrett and Maxwell 2005).

Making food aid contributions available as cash rather than food commodi-
ties is a policy reform that would fully or partially address each of these critiques.
This simple step would help address the commercial displacement argument—
particularly if the food were procured in local markets, thus contributing to local
market demand and helping to incentivize continued food production. Shifting to
cash rather than commodities would put donor suppliers and shippers on equal
footing to compete for the food aid contracts, likely lowering costs by removing
monopolistic rents created by “buy America” policy mandates. In the process, the
critique that food aid serves the donor’s interest would be mooted.

Reforming US food aid policy so that a portion, or all, could be contributed
as cash rather than as food commodities has emerged as a goal for many stake-
holders in the field of food security and food aid in the United States. However,
defenders of existing arrangements in the US food aid programs make a polit-
ical argument: tying food aid to the purchase of commodities creates a conver-
gence of interests between humanitarian goals and the commercial interests of
donor country agriculture producers, processors, distributors, and shippers.
This coalition of interests is powerful and underlies the resilient political sup-
port for food aid programs. Without this coalition, defenders argue, support for
food aid would wane and funding decline.
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A Record of Frustration

Although critiques of food aid emerged in recent years, US policies remained
largely unchanged. A combination of political inertia and interested lobbying
made reform of US food aid programs impossible for several years; they
remained protected by the wall of legislative inertia embodied in the “Farm
Bill,” the primary legal authority for the US food aid program. The Farm Bill
is an omnibus legislative vehicle that includes agricultural subsidies, rural devel-
opment programs, and domestic and international anti-hunger initiatives, and
authorizes these programs for discreet amount of time—usually five years.
During that time, the Farm Bill can be amended, but it is a significant political
hurdle to re-open the bill. A version of the Farm Bill was enacted in 2002, after
which there was little political appetite in Congress to revisit the issue of food
aid—at least until the bill expired in 2007.

In 2005, President George W. Bush emerged as a leading advocate for
reform of the US food aid program. As part of his annual budget proposal to Con-
gress, President Bush recommended a reform to provide up to 25 percent of food
aid budgets as cash contributions rather than as in-kind commodity contribu-
tions. This proposal came as part of the president’s annual budget proposal to
the US Congress. However, with little public debate, Congress rejected this
proposal. The House Agriculture Appropriations Committee was particularly
forceful, noting, “we are pleased that the Committee rejected an ill-advised
administration proposal to move $300 million of international food aid to
USAID, rather than continuing to fund it through the PL 480 program. The
USAID funds would be used to buy food abroad, instead of American com-
modities, thus undermining the historically broad support for international food
aid in this country” (US House of Representatives, Agriculture Appropriations
Committee 2005).

President Bush repeated the proposed reform in his budget requests of 2006
and 2007, however, each time, Congress rejected it (Hanrahan 2007).

While reform of food aid sputtered in Washington, another forum for debate
and negotiation gained traction in Geneva. Trade negotiations as part of the
World Trade Organization (WTO) Doha Round offered a chance for substan-
tive change to food aid programs. Launched in late 2001, the Doha Round was
intended to introduce new, tougher rules on trade distortions in agriculture.
Under this rubric, food aid was defined as an “export subsidy,” subject to dis-
ciplines under trade rules. In previous trade negotiations (the Uruguay Round),
food aid was mentioned under the heading of export subsidies in the text, with
some advisory language. But the WTO did not (and still does not) have enforce-
able rules on food aid. Reforming agriculture generally, and export subsidies
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in particular, was considered important “unfinished business” from the Uruguay
Round trade negotiations that the Doha Round would tackle.

After fitful progress, in 2004, new rules for food aid were explicitly nom-
inated for negotiation:

Provision of food aid that is not in conformity with operationally effective dis-
ciplines to be agreed. The objective of such disciplines will be to prevent com-
mercial displacement. The role of international organizations as regards the
provision of food aid by Members, including related humanitarian and devel-
opmental issues, will be addressed in the negotiations. The question of provid-
ing food aid exclusively in fully grant form will also be addressed in the
negotiations. (WTO 2004)

In the context of trade negotiations, the arguments around food aid had little to
do with humanitarian or efficiency critiques, but everything to do with the
“commercial displacement” that it might cause. For example, export competi-
tors such as New Zealand complained that the United States was shipping milk
products to Central America as food aid (WTO 2003). South African maize
millers publicly complained that US food aid in Southern Africa was displac-
ing commercial trade (Louw 2004).

The United States resisted new rules, arguing that food aid, as a develop-
ment and humanitarian instrument, was beyond the competencies of the WTO.
However, while the United States delayed offering a substantive proposal, nego-
tiating partners persisted and, over time, submitted a series of progressively
more detailed proposals for rules to discipline food aid. The United States
agreed to language at the Hong Kong WTO Ministerial Conference that con-
cretized some of the negotiating concepts, including:

* a “safe box” for bona-fide food aid in emergency situations that would
not be subject to challenge or discipline under the WTO;

* acommitment to “ensure elimination of commercial displacement;” and

+ rules on in-kind food aid, monetization, and re-export of food aid (WTO
2005).

In 2006, the United States offered a substantive proposal at the WTO that
adopted these concepts but preserved a large amount of policy space for exist-
ing food aid programs and practices, including delivery of in-kind food aid and
monetization of food aid (USTR 2006). Proposals from other countries came
as well, including Canada, the Cairns Group of agriculture exporters, the EU,
the African Group jointly with the least developed countries group, and others.
The majority of these sought to add increased specificity and rigour to the rules.
These proposals pushed for all food aid to be provided in grant form only, rather
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than as concessional sales or loans. They called for significant restrictions on
monetization of food aid to eliminate or narrow its use. They attempted to clar-
ify and specify how and who could declare an emergency, thus qualifying food
aid under the “safe box.”

The Doha Round negotiations on food aid generated some political energy
around reform—both in favour and opposed. Lobbyists representing US NGOs
and private-sector beneficiaries of the food aid program made visits to Geneva
to meet with WTO delegations and argue against the reforms. They sent letters
and papers articulating opposition to WTO disciplines. They also worked with
some WTO delegations—notably Mongolia—to propose less rigorous rules
(Coalition for Food Aid n.d.; Inside U.S. Trade 2003).

Although some progress was being made in the negotiations around food aid,
and some convergence could be observed in negotiating positions, the broader
Doha negotiations were not going well. Following the Hong Kong WTO min-
isterial conference in late 2005, little substantive progress was made in subse-
quent negotiating sessions, such that, by 2009, the Doha Round negotiations
were widely viewed as deadlocked and unlikely to advance in the near future.

However, just as the Doha Round negotiations began showing signs of
stalling, negotiations around a new Farm Bill began to take shape.

As mentioned above, the 2002 Farm Bill was scheduled to expire in 2007,
requiring Congressional action to extend the many programs under this law. In
general, food aid plays a very small role in Farm Bill debates, making up only
a small portion of the overall spending under the legislation: approximately
US$1.5-2 billion of an annual total of about US$60 billion. The bulk of the
Farm Bill is composed of domestic anti-hunger programs and commodity sub-
sidies, with significant environmental conservation and rural development pro-
grams included. Food aid is never a headline issue in the Farm Bill and is often
not publicly debated at all.

To launch the Farm Bill debate, then US Secretary of Agriculture Mike
Johanns proposed draft legislation on 31 January 2007. The Johanns proposal
would have made up to 25 percent of US food aid budgets available as cash con-
tributions rather than requiring US procurement and shipping. As the Bush
administration argued, “local and regional purchases will be used judiciously
where the speed of the arrival of food aid is essential. The Administration will
be better equipped to deal with emergencies if our tools include cash that can
be used to provide immediate relief until US commodities arrive or to fill in when
there are pipeline breaks,” and further, “the principal reason for the proposal is
to save lives. USAID’s conservative estimate is the authority [to procure food
aid locally or regionally] could feed at least one million additional people for
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6 months and could save at least 50,000 lives in acute emergencies” (USDA
2007, 81-82).

Although the Bush administration made a clear call for reform in the food
aid program, there was little response in the Congress. In particular, there was
no apparent support for food aid reform among the members of the House and
Senate Agriculture Committees, which were charged with rewriting the Farm Bill.

In May 2007, the House Agriculture Committee chairman introduced a
draft Farm Bill that effectively extended the status quo in food aid programs
through 2012. Debate on the Farm Bill in the Agriculture Committee and on the
floor of the House of Representatives did not address food aid. Only one seri-
ous effort was made to reform the food aid program during the House consid-
eration of the Farm Bill: Representative Earl Blumenauer (D-OR) requested
to offer an amendment to the Farm Bill that would have made US$100 million
available annually for a pilot project for local and regional purchase of food aid.
However, Rep. Blumenauer was denied the opportunity to offer the amend-
ment during consideration of the Farm Bill by the powerful Rules Committee,
which is controlled by the Congressional leaders.

During Senate consideration of the Farm Bill, the food aid program emerged
for a slightly more substantive debate. The draft legislation offered by the chair-
man of the Senate Agriculture Committee included a “pilot project” for local
and regional purchase of food aid. This pilot was authorized for US$60 million
over four years, an average of US$15 million per year. This is a tiny fraction
of the total US food aid budget of approximately US$2 billion annually. Even
still, the pilot was heavily conditioned and stipulated in the legislation—with
requirements such as:

* at least one project carried out jointly with a project funded through grass-
roots efforts by agricultural producers through eligible United States
organizations;

* projects in both food surplus and food deficit regions, using regional pro-
curement for food deficit regions; and

* projects in diverse geographical regions, with most, but not all, projects
located in Africa.

This level of micro-managing and conditions was extraordinary and reflected
a variety of special interests in the food aid program—each seeking special
attention to their concerns. More generally, given the small amount of funding
but heavy restrictions, the program appeared unlikely to produce robust and
positive results.

When the Senate Agriculture Committee met to debate the Farm Bill, Sen-
ator Pat Roberts (R-KS) raised an objection to the food aid pilot, arguing that fund-
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ing for a pilot should not derive from the existing food aid program. He proposed
to leave the pilot program intact, but remove funding for the project, which
could instead be funded out of other accounts. This measure could easily have
meant that the pilot would never be implemented. No vote was taken and no
final decision made during the Senate Agriculture Committee consideration.

The pilot project disappeared from the Senate Farm Bill when the legislation
was introduced for debate on the Senate floor, but, it was restored by the time the
Senate finalized the bill in December 2007 (US House of Representatives 2007).

A long and difficult “conference” followed, during which House and Sen-
ate negotiators hammered out a compromise version of the Farm Bill. A final
compromise Farm Bill did not emerge until May 2008. This version did include
the pilot project and became law.

Although the pilot project was the first explicit support that Congress had
provided for local and regional purchase of food aid, it was disappointing to
reform advocates who had hoped for a more substantial reform.

A Food Price Crisis Emerges

Food commodity prices on international markets started a steady upward climb
beginning in 2002. Then, in 2007, prices began accelerating through the sum-
mer of 2008.

Because high prices are not just a localized problem but affect everyone, the
impacts were widespread, affecting rural and urban, poor and rich alike. Acutely
vulnerable people could be found in both rural and urban settings. In dozens of
countries, high food prices generated civil unrest, including protests and strikes.
In at least two countries (Haiti and Mauritania) the food price inflation con-
tributed to the downfall of the government. These protests and disturbances
captured media attention, and major news outlets dedicated significant resources
to covering the matter, even setting up special websites to collect stories and
information and offer thematic coverage (BBC 2008; Financial Times 2008).

US affluence means that the average US household spends about 10 per-
cent of its income on food, so even dramatic price increases have only a mod-
est impact on US populations. However, the media coverage of the price
inflations—and particularly the political unrest and “food riots” in some coun-
tries—brought the issue to the attention of policy-makers in Washington. In
April 2008, President Bush drew down approximately US$200 million in
emergency food reserves to support ongoing international food aid programs.
In May, he requested an emergency package of US$770 million to respond to
the crisis. This amount included funds for a variety of related purposes, includ-
ing funds to preserve price parity to existing food aid programs, essentially a
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budget “top-up” to maintain food aid volumes even as the price of food
increased (Kunder 2008).

Reform Becomes Real

In response to President Bush’s emergency package for the food crisis, Congress
raised the bid and enacted larger packages of assistance to address the food
price crisis. Congress enacted approximately US$1.8 billion for food crisis-
related international assistance, including substantially more funding for food
aid and for development and disaster assistance to “alleviate world hunger”
(US House of Representatives, Committee on Appropriations 2008). The Con-
gressional funding package included US$200 million for a new “Food Security
Initiative,” which was meant to provide support for agriculture research and
development activities. Of this amount, however, Congress specified that US$50
million was to be used for “local and regional purchase” (US House of Repre-
sentatives 2008).

All told, the emergency funding package included US$125 million in funds
from various sources for local and regional purchase programs. The Congres-
sional emergency package was enacted and became law on 30 June 2008 and
was non-controversial. This US$125 million for local and regional purchase
in the emergency funding package, provided over approximately eighteen
months, contrasts starkly with the reform in the Farm Bill, which provides
US$60 million over five years.

Neither US$60 million nor US$125 million represents a dramatic shift in
US food aid budgets, representing less than 10 percent of the overall food aid
budget. However, the trend is clear that after years of inaction, policy-makers
in Washington are taking steps to reform the US food aid program to include
local and regional purchase.

Considerations and Prospects

What does the US$60 million/five-year Farm Bill pilot project mean? What
does the subsequent appropriation of US$125 million over one year for local
and regional purchase signify?

While they both represent progress toward a more flexible and effective
food aid program, the difference between these measures is worth noting. The
Farm Bill pilot project was enacted with great difficulty and despite opposition
from various sources.

The funding for local and regional purchase in the emergency food crisis
package was enacted very quickly, with little debate and no significant politi-
cal opposition.
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The difference was a crisis; the Farm Bill was crafted before the food crisis
emerged as a major media and public concern. Once the crisis attained a high
profile, a new political will crystallized to take measures that would respond to
it. This included providing funding for new mechanisms to address food security.

There are some legislative peculiarities about the emergency package that
facilitated the expansion of local and regional purchase in US food aid. First,
the legislation did not run through the House and Senate Agriculture Commit-
tees, which are notoriously protectionist about US agriculture. Sidestepping
these bodies facilitated a dramatic step away from the status quo, compared to
the pilot program the Agriculture Committees included in the Farm Bill.

Second, the local and regional purchase provisions included in the emergency
package do not draw funding from the Farm Bill budget and so do not directly
threaten the interests supporting the status quo.

That said, the emergency package does represent a break from the near
stalemate in discussions around food aid and local and regional purchase. The
fact that the legislation passed with no significant debate or opposition to the
local and regional purchase is remarkable. And, according to key Congres-
sional staff, the significance of this is real and represents a sea change in the Con-
gressional attitude toward the issue. According to one influential staff member
on the powerful Appropriations Committee, “the ability to make progress can
be attributed to a crisis. But there’s a growing awareness in this Congress... to
focus on long-term development” (personal communication, 12 January 2009).

Conclusion

Reform of food aid has been debated for several years, with a growing chorus
of academics and advocates arguing for changes to improve efficiency, effec-
tiveness, and expand the benefits of the program by instituting local and regional
purchase of food.

Supporters of reform made little progress for years and managed to put in
place only a small, symbolic pilot project in the 2008 Farm Bill. The matter might
have been concluded until the next Farm Bill in 2012, except for a crisis.

In 2008, food prices accelerated and created a sense of crisis in the media
and among policy-makers in Washington. A large package of emergency fund-
ing assistance was compiled and included significant new funding for local and
regional purchase of food aid.

What can we learn from this? Before claiming any real conclusions, it is
important to note that all of these events and actions are still relatively fresh,
so it is too early to interpret this recent history. There is still a lot to learn about
what has happened and more to observe on how events and initiatives unfold.
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That said, it is possible to make some observations that may help inform future
critics and advocates.

First is that policy reform is a lumpy process, with fits and starts, and, even
when successful, it may not be orderly. For example, a years-long advocacy
effort, tracked to a regular legislative process, produced disappointing results,
but an ad hoc, emergency response generated significant reform.

Second is that the latter reform is probably informed by the debate and
knowledge gained from the former. The advocacy and debate grounded in ideas
may not have impacted the targeted policy-makers, but other policy-makers
were influenced and carried forward a reform using other means.

A metaphor of a dam with a reservoir can serve to illustrate these lessons.
Think of the dam as the policy process. Behind it is a reservoir that is growing
full of research, analysis, and idea advocacy; building pressure for reform.

Good dam management would release the growing reservoir in orderly,
regular intervals, sending water—new policy—down the river and releasing
pressure. But a political process is rarely that organized and can become
obstructed by interests. Instead, the pressure for reform will build and may
eventually be relieved by bursting through cracks in the dam. Or the water may
overflow the dam if the reservoir is full to capacity.

The lesson in this is to recognize that ideas, research, and analysis do con-
tribute to reform, but that the processes by which the reform will occur are likely
to be irregular and sometimes require a catastrophic event. Creating the pressure
for reform can be a long exercise and very gradual. It can be frustrating to prac-
titioners to find that regular process is unsuccessful. It is useful to keep this in
mind and to seek opportunities in crises to advance existing reform agendas.

Notes

1 In some cases food aid can actually help to stimulate local agricultural production. Under
some conditions, farmers accessing food aid can reduce their need to spend money on food,
which permits investments in productive capacity (such as farm tools) and allows them to
access credit. In addition, food aid can improve health and reduce illness, improving labour
supply—a critical factor for developing country agriculture. Food aid can also enable agri-
cultural producers to expend limited resources on measures aimed at increasing agricultural
production, such as pesticides or fertilizer.

2 It should be said that measuring the depressing impact of food aid on local production would
be very difficult, given that food aid often represents a very small portion of overall food
markets, and that isolating food aid as a variable could prove complicated.
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The Impact of Climate Change on Nutrition

Cristina Tirado, Marc J. Cohen,
Noora-Lisa Aberman, and Brian Thompson

limate variability and change are expected to exert continuing upward

pressure on food prices by drastically reducing production in many devel-
oping countries, particularly in sub-Saharan Africa and South Asia, which
already form the centre of gravity of hunger and malnutrition (Easterling et al.
2007; FAO 2008b). This will mean increased dependence on imported food
and greater vulnerability to volatile world market prices for poor food con-
sumers in those regions.

Furthermore, climate change is expected to increase undernutrition through
its effects on illnesses, such as diarrhea and other infectious diseases. In addi-
tion, expected increases in the frequency and intensity of droughts and floods
are likely to have adverse effects on crops and livestock (Metz et al. 2007).
According to the Fourth Assessment Report of the Intergovernmental Panel on
Climate Change (IPCC),! malnutrition may be one of the most important human
consequences of climate change (Confalonieri et al. 2007).

This severe challenge to global nutrition comes amid a background of unac-
ceptably slow progress in reducing malnutrition: between 1990 and 2005, the
proportion of underweight preschoolers in the developing world only fell from
30 to 23 percent. At that rate, it will not be possible to meet the Millennium
Development Goal (MDG) target of halving the preschool underweight preva-
lence between 1990 and 2015.

Failure to accelerate progress against malnutrition will have high costs
indeed. Inadequate dietary intake and disease are the immediate causes of mal-
nutrition. Inadequate food consumption heightens vulnerability to infectious
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diseases, which, in turn, can keep the body from absorbing adequate food.
These immediate causes stem from insufficient access to safe and wholesome
food, poor maternal and child-rearing practices, and inadequate access to clean
drinking water, safe sanitation, and health services. Ultimately, these factors
are embedded in the larger political, economic, social, and cultural environ-
ment. Malnutrition accounts for a high share of the global disease burden. Dif-
ficult pregnancies and illnesses due to malnutrition cost developing countries
an estimated US$30 billion annually. Lost productivity and income resulting
from early deaths, poor school performance, disability, and absenteeism raise
the yearly total into the hundreds of billions of dollars.

This chapter explores the implications of climate change for nutrition. We note
that agricultural activities contribute to climate change but can also play an impor-
tant role in adaptation and mitigation strategies. We conclude by examining pol-
icy options for addressing the links between climate change and malnutrition. We
make the case that a human rights—based approach offers the opportunity to embrace
environmental and sustainability concerns more explicitly.

Overview of Climate Change: Evidence for and Potential
Effects

According to the IPCC, climate variability and change will lead to more intense
and longer droughts, particularly in the tropics and subtropics (Trenberth et al.
2007). In addition, the frequency of heavy precipitation events has increased over
most land areas. It is very likely that heat waves and heavy precipitation events
will become more frequent and that future tropical cyclones will become more
intense (Meehl et al. 2007; Trenberth et al. 2007). It is primarily through these
impacts that climate change will have negative effects on nutrition: droughts and
water scarcity diminish dietary diversity and reduce overall food availability. The
risk of flooding of human settlements may increase, from both sea-level rise and
increased heavy precipitation in coastal areas. This is likely to result in an increase
in the number of people exposed to diarrheal and other infectious diseases.
Global atmospheric concentrations of greenhouse gases (GHGs), carbon
dioxide (CO,), methane, and nitrous oxide have increased markedly as a result
of human activities. Continued GHG emissions at or above current rates would
cause further warming and induce many changes in the global climate system
during the twenty-first century (Meehl et al. 2007). Water supplies stored in
glaciers and snow cover are projected to decline, reducing water availability in
regions that are home to more than one-sixth of the world’s population
(Kundzewicz 2007). Widespread retreat of glaciers and ice caps has contributed
to sea-level rise (Lemke 2007). According to the fourth IPCC report, sea level
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will rise by forty centimetres by the 2080s, with 60 percent of this increase
occurring in South Asia and 20 percent in Southeast Asia (Meehl et al. 2007).

Vulnerability

Vulnerability to adverse effects of climate change differs by region, popula-
tion group, and gender. It should be kept in mind that IPCC assessments pro-
vide only weak information at the regional level and none on a national basis.

Vulnerable Regions

The regions likely to be adversely affected by climate change are those already
most vulnerable to food insecurity and malnutrition, notably sub-Saharan Africa,
which may lose substantial agricultural land (Nicholls et al. 2007). These are
also the regions that are most vulnerable to food-price volatility.

In seasonally dry and tropical regions, crop productivity is projected to
decrease with even small local temperature increases (1-2°C) (Easterling et al.
2007). In Africa, by 2020, between 75 million and 250 million people are pro-
jected to be exposed to increased water scarcity. If coupled with increased
demand, this will adversely affect livelihoods and exacerbate water-related
problems (Boko et al. 2007; Kundzewicz et al. 2007). In much of Africa, agri-
cultural production and access to food are projected to be severely compro-
mised. This would further adversely affect food security and exacerbate
malnutrition on the continent.

Coastal areas, especially heavily populated mega-delta regions in South,
East, and Southeast Asia, will be at greatest risk of increased flooding from the
sea and, in some mega-deltas, from rivers (Cruz et al. 2007). Sea-level rise will
increase salination of groundwater and estuaries, resulting in a decrease in coastal
freshwater availability for humans and ecosystems (Kundzewicz et al. 2007).

Vulnerable Populations

The most vulnerable populations will suffer earliest and most from climate change,
and this should be addressed in a way that is fair and just, cognizant of the needs
and risks faced by the vulnerable groups, and adherent to the human rights prin-
ciples of non-discrimination and equality. Humans are exposed to climate change
directly through changing weather patterns and indirectly through changes in
water, air, food quality and quantity, ecosystems, agriculture, and economies.
Populations at greater risk from food insecurity, including smallholder and
subsistence farmers, pastoralists, traditional societies, indigenous people, coastal
populations, and artisanal fisherfolk, will suffer complex, localized impacts of
climate change. These groups, whose adaptive capacity is constrained, will
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experience the negative effects on yields of low-latitude crops combined with
a high vulnerability to extreme events. Indigenous people who rely on their
natural resources for the provision of traditional foods will be especially severely
affected (ACIA 2005; Kuhnlein 2003; Kuhnlein et al. 2002).

Climate change between 1970 and 2000 is estimated to have caused at least
160,000 deaths and 5 million disability-adjusted life years from malaria, diar-
rhea, malnutrition, and flooding (McMichael et al. 2004). Projected climate-
change-related exposures are likely to affect the health status of millions of
people, particularly those with low adaptive capacity, through such factors as:

* increased deaths, disease, and injury from heat-waves, floods, storms,
fires, and droughts;

* increases in malnutrition and consequent disorders;

« altered spatial distribution of some infectious disease vectors; and

* increased burden of diarrheal diseases.

Most of the projected climate-related disease burden will result from increases
in diarrheal diseases and malnutrition. Associations between monthly tempera-
ture and diarrheal episodes and between extreme rainfall events and monthly
reports of outbreaks of water-borne disease have been reported worldwide
(Checkley et al. 2000). Climate change is projected to increase the burden of
diarrheal diseases in low-income regions by approximately 2 to 5 percent in
2020 and will impact low-income populations already experiencing a large
burden of disease (Campbell-Lendrum et al. 2003; McMichael et al. 2004).

Gender Vulnerability

Men and women are affected differently in all phases of climate-related
extreme weather events, from exposure to risk and risk perception; to pre-
paredness behaviour, warning communication, and response; physical, psy-
chological, social, and economic impacts; emergency response; and
ultimately to recovery and reconstruction (Fothergill 1998). Many of the
world’s poorest people are rural women in developing countries who depend
on subsistence agriculture to feed their families (Lambrou and Piana 2006).
Climate change may also add to water and food insecurity and increase the
labour burdens of women living in rural areas and developing countries, par-
ticularly in Africa and Asia (Parikh and Denton 2002).

Impacts on Food and Water Security

Climate change will affect all four dimensions of food security: food availabil-
ity, stability of food supplies, access to food, and food utilization (FAO 2003a).
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Food security depends not only on climate and socio-economic impacts but also,
and crucially so, on changes to trade flows, stocks, and food-aid policy.

Food Availability

Agricultural output in developing countries is expected to decline by 10-20
percent by 2080, depending on whether there are beneficial effects from CO,
“fertilization” (Cline 2007). Climate change and variability impacts on food
production will be mixed and vary regionally (FAO 2003b), and will greatly
exacerbate inequality in access to food. Recurrent severe droughts in several
countries in Africa over the past three decades illustrate the potentially large
effects of local and/or regional climate variability on crops and livestock (Hitz
and Smith 2004; Fischer et al. 2005; Parry et al. 2005).

Evidence from models from the fourth IPCC assessment suggests that mod-
erate local increases in temperature (1-3°C), along with the associated CO,
increase and rainfall changes, can have small beneficial impacts on major rain-
fed crops (maize, wheat, rice) and pastures in mid- to high-latitude regions. In
seasonally dry and tropical regions, even slight warming (1-2°C) reduces yield.
Further warming (above a range of 1-3°C) has increasingly negative impacts on
global food production in all regions. Temperature increases of more than 3°C
may cause food prices to increase by up to 40 percent (Easterling et al. 2007).

Increases in temperature are leading to changes in the distribution of marine
fisheries and community interactions (Parry et al. 2005). Regional changes in the
distribution and productivity of particular fish species, as well as local extinctions,
are expected due to continued warming (Easterling et al. 2007). Increases in atmos-
pheric CO, are raising ocean acidity (The Royal Society 2005), which affects cal-
cification processes, coral reefs’ bleaching, and the balance of the food web. In
relation to aquaculture production, increases in seawater temperature have been
associated with increased densities of Vibrio spp in shellfish and harmful algal
blooms, which are important causes of diarrhea and seafood toxicity respectively.

Global warming will confound the impact of natural variation on fishing
activity and complicate management. The sustainability of the fishing industries
of many countries will depend on increasing flexibility in bilateral and multi-
lateral fishing agreements coupled with international stock assessments and
management plans (Easterling et al. 2007).

Trade in cereal crops, livestock, and forestry products is projected to increase
in response to climate change, with increased dependence on food imports for
most developing countries. Exports of temperate zone food products to tropical
countries will rise, while the reverse direction is likely for forestry trade in the
short term (ibid.). This heightens vulnerability in developing countries to both
climate and world market prices.
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Food Stability and Access

Changes in the patterns of extreme weather events will affect the stability of,
and access to, food supplies. Recent modelling studies suggest that increasing
frequency of crop loss due to these extreme events may overcome positive
effects of moderate temperature increases. This change in frequency of
extreme events is likely to disproportionately impact smallholder farmers and
artisanal fishers (ibid.). Climate-related animal and plant pests and diseases
and alien invasive aquatic species will reduce the availability of quantities of
food, influence the stability of the production system, and decrease food access
through reduction of income from animal production, reduction of yields of
food and cash crops, lowered forest productivity, and changes in aquatic popu-
lations, as well as increased costs of control (FAO 2008a).

Health and Food Utilization

Climate change may affect health outcomes and food utilization with additional
consequences for malnutrition. For example, populations in water-scarce
regions are likely to face decreased water availability, particularly in the subtrop-
ics. Flooding and increased precipitation are likely to contribute to increased
incidence of infectious and diarrheal diseases. The risk of emerging zoonoses—
animal diseases that can be transmitted to humans—may increase due to
changes in the survival of pathogens in the environment, changes in migration
pathways, carriers and vectors, and changes in the natural ecosystems.

Climate change plays an important role in the spatial and temporal distri-
bution of vector-borne diseases such as malaria. In some areas, the geograph-
ical range of these diseases will contract in the long term, due to the lack of the
necessary humidity and water for mosquito breeding.? Elsewhere, however,
the geographical range of malaria will expand and the transmission season may
be changed. It is estimated that in Africa climate change will increase the num-
ber of person-months of exposure to malaria by 16-28 percent by 2100
(McMichael 2004). Malaria affects food availability as well as access to and uti-
lization of food by humans and livestock.

Impact Pathways

The impacts of climate change on food and water security and safety and on
nutrition are a great concern, particularly for developing countries. These
changes will have a profound impact on the fulfilment of human rights, in par-
ticular on the right to water, which is closely linked to the right to food. By
2080, it is estimated that 1.1 to 3.2 billion people will be experiencing water
scarcity; 200 to 600 million, hunger; and 2 to 7 million more per year, coastal
flooding (Yohe et al. 2007).
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There are many pathways through which global climate change and vari-
ability may impact food and water security and safety, and nutrition, including:

* increased frequency of extreme climatic events;

* sea-level rise and flooding of coastal lands, leading to salination and/or
contamination of water and agricultural lands;

* impacts of temperature increase and water scarcity on plant or animal
physiology;

* beneficial effects to crop production through CO, fertilization;

« influence on plant diseases and pest species and livestock diseases, includ-
ing zoonosis, leading to crop and animal losses; and

+ damage to forestry, livestock, fisheries, and aquaculture.

In addition, multiple socio-economic and environmental stresses, such as
globalization, limited availability of water resources, loss of biodiversity, the
HIV/AIDS pandemic, and social and armed conflicts are further increasing
sensitivity to climate change and reducing resilience in the agricultural sector
(FAO 2003a).

Access to safe water remains an extremely important global health issue.
More than two billion people live in the dry regions of the world and suffer
disproportionately from malnutrition, infant mortality, and diseases related to
contaminated or insufficient water (WHO 2005).

The impacts of climate change on freshwater systems and their management
are mainly due to observed and projected increases in temperature, sea level,
and precipitation variability. Climate change is likely to exacerbate declining
reliability of irrigation water supplies, leading to increased competition for
water for industrial, household, agricultural, and ecosystem uses. In coastal
areas, sea-level rise will extend areas of salination of groundwater, resulting in
a decrease in freshwater availability (Kundzewicz et al. 2007).

Links to Malnutrition

Research and information on the links between climate-change-related food and
water insecurity and malnutrition are necessary. There is also a need for
methodologies to convert estimated losses in regional crop yields into estimates
of changes in numbers of malnourished people. This has been recognized as one
of the critical research needs by the fourth IPCC assessment report.

Drought and water scarcity can lead to negative effects on nutrition through
increased infections and mortality, and reduced food availability (in terms of both
quantity and quality). During the 2000 drought in Gujarat, India, for instance,
diets were found to be deficient in energy and several vitamins, and serious
effects of drought on anthropometric indices may have been prevented by

e

135



02 _Clapp.gxd:clapp DESIGN.gxd 9/16/09 3:3é$§M Page 136

136

Part3 Longer-Term Ecological Concerns and Governance Responses

public-health measures (Hari Kumar et al. 2005). The HIV/AIDS epidemic may
have further amplified the effect of drought on nutrition in countries such as those
in Southern Africa (Mason et al. 2005). On the other hand, malnutrition increases
the risk of both acquiring and dying from an infectious disease. For example, in
Bangladesh both the impacts of drought and lack of food are associated with an
increased risk of mortality from a diarrheal illness (Aziz et al. 1990).

Children in poor rural and urban slum areas are at high risk of diarrheal dis-
ease mortality and morbidity. Childhood mortality due to diarrhea in low-income
countries, especially in sub-Saharan Africa, remains high, and child malnutrition
is projected to persist in parts of low-income countries. Children who survive the
acute illness may later die due to persistent diarrhea or malnutrition.

Climate Change and Sustainable Development

Sustainable development can reduce vulnerability to climate change by
enhancing adaptive capacity and increasing resilience. On the other hand, cli-
mate change can slow the pace of progress toward sustainable development,
either directly through increased exposure to adverse impact, or indirectly
through erosion of the capacity to adapt (Yohe et al. 2007). Degradation of
ecosystem services poses a barrier to achieving sustainable development and
to meeting the MDGs (Millennium Ecosystem Assessment 2005).

In order to meet the MDGs, it would be necessary to balance competition
for land for agriculture, livestock, forestry, and biofuels production. The expan-
sion of livestock and biofuel sectors has a major role in deforestation and land
degradation, and thereby contributes to climate change.

“Livestock’s Long Shadow”

FAOQO’s Livestock, Environment, and Development (LEAD) Initiative has
identified the livestock sector as a major contributor to climate change,
responsible for 18 percent of GHG emissions measured in CO, equivalent.
The livestock sector is a key player in increasing water use, accounting for
over 8 percent of global human water use, mostly for the irrigation of feed-
crops. It is probably the largest sectoral source of water pollution and is the
major driver of deforestation, as well as one of the leading drivers of land
degradation, pollution, sedimentation of coastal areas, and facilitation of inva-
sions by alien species (LEAD 2006).

There are measures that can help reduce the overall impact of livestock
production. Among them, sustainable intensification can reduce effects on
deforestation, pasture degradation, wildlife biodiversity, and resource use
(Delgado et al. 1999). Emissions can be reduced through improved diets to
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reduce fermentation in ruminants’ digestive systems and improved manure and
biogas management. Water pollution and land degradation can be tackled through
better irrigation systems, better management of waste, and improved diets that
increase nutrient absorption.

Social Impacts of Climate Change

Implications for Rural and Urban Populations

Smallholder and subsistence-farming households in the dryland tropics are
particularly vulnerable to increasing frequency and severity of droughts.
These may lead to a higher likelihood of crop failure, increased diseases and
mortality of livestock, indebtedness, out-migration, and dependency on food
relief, with impacts on human development indicators such as health, nutri-
tion, and education (Easterling et al. 2007).

Drought and the consequent loss of livelihoods is also a major trigger for
migratory movements, particularly rural to urban migration. Population dis-
placement to urban slums can lead to increases in diarrheal and other commu-
nicable diseases and poor nutritional status resulting from overcrowding and a
lack of safe water, food, and shelter. Rural to urban migration contributes to the
spread of HIV/AIDS, malaria, dengue fever, and other diseases (Confalonieri
et al. 2007).

Environmental Refugees and Social Conflict

The UN projects that there will be up to 50 million people escaping the effects
of environmental deterioration by 2020. The spectrum of associated health
risks includes food and water emergencies and infectious, nutritional, and
mental diseases. By increasing the scarcity of basic food and water resources,
environmental degradation increases the likelihood of violent conflict (LEAD
20006; Biggs et al. 2004). Conflict could emerge as a result of climate-change-
related environmentally induced migration. Political refugees from violent
regions are more likely to become involved in militant activities (Gleditsch,
Nordas, and Salehyan 2007).

In sub-Saharan Africa, where cropping and grazing are often practised by
different ethnic groups, the advance of crops into pasture land often results in
conflict, as shown by major disturbances in the Senegal river basin between Mau-
ritania and Senegal and in Northeast Kenya, between the Boran and the Soma-
lis (Nori, Switzer, and Crawford 2005). According to the United Nations
Environment Programme (2007), the conflict in Darfur has been driven in part
by environmental degradation and exacerbated by climate change, and these
forces threaten to trigger a succession of new wars across Africa.
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Adaptation Strategies

In response to climate change, food-security-related adaptation strategies may
be either autonomous or planned (Easterling et al. 2007). Autonomous adapta-
tion is the ongoing implementation of existing knowledge and technology in
response to the changes in climate experienced. Planned adaptation is the
increase in adaptive capacity by mobilizing institutions and policies to estab-
lish or strengthen conditions favourable for effective adaptation and invest-
ment in new technologies and infrastructure.

Many of the autonomous adaptation options are extensions or intensifications
of existing risk-management or production-enhancement activities for cropping
systems, livestock, forestry, and fisheries production (Easterling et al. 2007).
Autonomous adaptation strategies often have limitations. For example, native live-
stock breeds that are more heat tolerant often have lower levels of productivity.

Planned adaptation strategies can involve activities such as developing
infrastructure or building the capacity to adapt in the broader user community
and institutions, often by changing the decision-making environment under
which autonomous adaptation activities occur (Easterling et al. 2007). Policy-
based adaptations to climate change may include policies on natural resource
management, human and animal health, governance, and political rights, among
many others (Yohe et al. 2007).

If widely adopted, autonomous and planned adaptation strategies have sub-
stantial potential to offset negative climate change impacts and take advantage
of positive ones (Easterling et al. 2007).

Mitigation Strategies

Agriculture, land use, and waste account for some 35 percent of the GHG
emissions that contribute to climate change (Stern 2006). At the same time,
improved agricultural practices can make a significant contribution at low
cost to increasing soil carbon sinks and to GHG emission reductions. Key mit-
igation strategies in the agriculture sector include improved crop and grazing
land management to increase soil carbon sequestration, restoration of degraded
lands, improved rice cultivation, livestock and manure management to reduce
methane emissions, and improved nitrogen fertilizer management to reduce
nitrous oxide emissions (Metz et al. 2007).3

Improved management of tropical land offers a promising agriculture-based
mitigation strategy. Reduced deforestation, more sustainable forest manage-
ment, and adoption of agroforestry (integration of tree and crop cultivation)
have particularly good potential to capture significant amounts of carbon and
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other GHGs and, at the same time, to contribute to poverty reduction. Agro-
forestry not only captures carbon and helps maintain soil health through nitro-
gen fixation and use of cuttings as fertilizer and mulch, but it also provides
fodder, fruit, timber, fuel, medicines, and resins (CGIAR 2008).

Agricultural research can help create new technologies that will facilitate
agriculture-based mitigation strategies. For example, research is underway at
international agricultural research centres supported by the Consultative Group
on International Agriculture Research to breed new, drought-tolerant varieties
of sorghum, which will provide food, feed, and fuel from a single plant with-
out current tradeoffs among uses (ibid.).

Priorities and Approaches for Responding to Threats to
Nutrition from Climate Change

A combination of adaptation and mitigation measures, sustainable develop-
ment, and research to enhance both adaptation and mitigation can diminish
the threats to nutrition from climate change. Strategies should include meas-
ures that would simultaneously reduce pressures on biodiversity and food
security and contribute to carbon sequestration. Such strategies can also con-
tribute to making food prices more stable. The human rights framework offers
the means to explicitly link environmental concerns to good governance and
the inherent emphasis of human rights on “humans.”

There are multiple adaptation options that imply different costs, ranging
from changing practices to changing locations of food, fibre, forestry, and fish-
ery activities. Changes in policies and institutions will be needed to facilitate
adaptation for food security to climate change. On average, cereal cropping
system adaptations such as changing varieties and planting times enable avoid-
ance of'a 10—15 percent reduction in yield corresponding to a 1-2°C local tem-
perature increase (Easterling et al. 2007). The benefits of adaptation tend to
increase with the degree of climate change up to a point; adaptive capacity in
low latitudes is exceeded at 3°C local temperature increase (ibid).

With regard to mitigation, financial incentives can help promote improved
land management, maintenance of soil carbon content, and efficient use of fer-
tilizers and irrigation. This could reduce vulnerability to climate change, pro-
mote sustainable development, and help improve the health environment (Metz
et al. 2007).

Adaptation and mitigation measures should be developed as part of over-
all and country-specific development programs such as Poverty Reduction
Strategy Papers, pro-poor strategies, and national Food and Nutrition Action
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Plans, with the engagement of all relevant stakeholders. Measures to reduce
vulnerability should be included in disaster risk reduction plans. Donor agen-
cies should assist developing countries to assess their capacity-building needs
in this regard.

Agriculture, food, and nutrition issues need to be placed on national and inter-
national climate change agendas, in order to devise effective and pro-poor poli-
cies. The expiration of the Kyoto Protocol in 2012 offers an opportunity to
bring these issues to the table as a new agreement is negotiated.

Adopting a human rights perspective when tackling the challenge of climate
change puts people at the centre of attention of decision making. Sustaining
and protecting the environment against degradation will be enhanced through
the protection and promotion of human rights. At the same time, human rights
cannot be fully realized without securing the environmental dimensions of
ecosystem services essential to the right to life, the right to food, and all other
human rights.

Notes

This chapter is adapted with permission from M.J. Cohen, C. Tirado, N.-L. Aberman, and
B. Thompson (2008), “Impact of Climate Change and Bioenergy on Nutrition” (Washington and
Rome: International Food Policy Research Institute and Food and Agriculture Organization of the
United Nations), http://www.ifpri.org/pubs/cp/cohen2008climate/cohenetal2008climate.pdf or
http://www.fao.org/docrep/010/ai799¢/ai799¢00.htm.

1 The IPCC is a scientific intergovernmental body set up by the UN World Meteorological
Organization and the UN Environment Programme to provide decision makers and others
with objective information about climate change. The scientific community generally
regards its reports as authoritative (see Sample 2007).

2 The northern limit of Plasmodium falciparum malaria in Africa is the Sahel, where rainfall is
an important limiting factor in disease transmission.

3 Nitrogen fertilizer tends to break down into nitrous oxide, a greenhouse gas that also con-
tributes to ozone depletion, and nitrate, which aids crop growth but also contaminates
streams and groundwater, thereby threatening health and nutrition.
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Fossil Energy and the
Biophysical Roots of the Food Crisis

Tony Weis

hampions of industrial agriculture celebrate long-term yield and produc-

tivity gains together with steadily declining prices. These are, on one hand,
basic quantifiable facts and have underpinned foundational assumptions about
modern societies, such as the beliefs that development entails progressively
reducing the share of agricultural labour in the workforce and that improving
diets means moving up the protein ladder toward more meat intensive diets. But,
as this chapter argues, the cheap bounty of industrial agriculture might also be
seen to constitute a profound and dangerous illusion, one that reflects a perverse
system of valuation and cost-accounting that has long partially obscured its
unsustainability. Further, it suggests that such an illusion is bound to shatter
under the weight of intensifying biophysical instabilities, with the dramatic
food price volatility in world markets representing initial cracks in a speeding
systemic crisis.

In order to appreciate this crisis stage, and the uneven vulnerability to the
associated price increases and volatility, it is necessary to begin by exploring
the nature of industrial agriculture, and in particular the substitution of labour
with technology and its dependence upon on fossil energy and derivatives.
This, in turn, provides the basis for understanding the most proximate trigger
in the shift from chronic instability to increasingly acute systemic crisis: the
looming scarcity of fossil energy supplies, or “peak oil,” which is bound to be
reflected in the rising costs of industrial methods and long-distance flows of
inputs and outputs.
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These cost pressures, however, pale before the still largely unaccounted
costs of inaction on climate change, now commonly referred to as the “business-
as-usual” scenario. Industrial agriculture is a major source of greenhouse gas
emissions at the same time as the failure to make large and rapid emission
reductions threatens to undermine a crucial aspect of all agriculture, the rela-
tive climatic stability of the Holocene (the last 10,000 years during which time
human civilization arose). Yet because the magnitude of future costs are still not
significantly measured in economic terms, they have not destabilized the oper-
ative logic of industrial agriculture or its dominant actors, agro-transnational cor-
porations (TNCs).

Rather, in the face of peak oil and climate change, industrial agriculture is
being framed both as a “technological fix” for the looming scarcity of liquid fuel
and as a “green” source of energy, a momentous new dynamic in global agri-
cultural production that is critically reviewed here. In spite of very dubious
energy budgets, the biofuel boom has ironically buoyed industrial farmers and
agro-TNCs in the short-term. This has created a strong pull on industrial grain
and oilseed supplies that has magnified the price pressures associated with the
continuing growth in demand for livestock feed as meat consumption expands.

A primary objective of this chapter is to assess the destructive market sig-
nals guiding industrial agriculture in the face of worsening biophysical insta-
bilities. Although the potentially catastrophic costs of climate change inaction
continue to go largely unregistered (at least at a scale where they might drive
serious action to mitigate the magnitude of climate change), the scarcity of a
fundamental resource is beginning to register—still with considerable volatil-
ity as an input cost, but also as a basis of enormous market potential and prof-
its for industrial farmers and agro-TNCs. Recognizing this systemic illogic
helps to make sense of recent food price volatility, the responses of dominant
actors, the highly regressive social fallout, and the great danger that, in the
absence of major political and economic changes, much worse is ahead. How-
ever, the more this destructive course is understood, the greater the chance that
more democratic, socially just, and ecologically rational transitions might be ini-
tiated. The chapter concludes in the spirit that systemic crises always contain
opportunities for change.

Imbalances and Instability

Roughly half the world’s agricultural exports—and the majority of all grain,
oilseed, and livestock exports—come from a very narrow base of large-scale
industrialized producers in countries such as the United States, Canada, Brazil,
Argentina, France, and Australia. The flipside of this is the precarious net food-
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import dependence of many of the world’s poorest countries, which typically
have the largest agrarian populations, in a world where nearly one billion peo-
ple are malnourished (Weis 2007; Rosset 2006). The widespread rioting that
accompanied recent food price rises puts the social instability associated with
this imbalance in vivid display.

Agro-TNCs control much of the value and decision-making on both the
input and output sides of industrial agriculture, as well as in global agricultural
trade. The agro-input industry is an oligopolistic web in which enormous cor-
porations control increasing shares of the related and overlapping global mar-
kets for chemicals, seeds, fertilizers, and animal pharmaceuticals. Corporate
control over processing, distribution, and retailing has also intensified and
squeezed value out of agricultural production.

Temperate agricultural systems are dominated by the industrial grain-oilseed-
livestock complex, with the “big three” cereals (maize, rice, and wheat) and the
dominant oilseed (soybeans) providing half of the world’s plant-based calories.
The coupling of mechanization, enhanced seeds, increased irrigation, and inten-
sified fertilizer and chemical inputs brought dramatic yield gains in the second
half of the twentieth century that, on a global scale, drove a roughly 50 percent
increase in per capita grain production and a 100 percent rise in per capita meat
production during a period of rapid human population growth (Weis 2007).

Industrial maize and soybean production have underpinned the highly
uneven growth in per capita meat consumption, the intensification of farm ani-
mal rearing, and the speeding “turnover time” of animals. The world livestock
“inventory” (i.e., the population at any given moment) tops 20 billion animals,
and more than 60 billion animals are slaughtered annually. The “big three” live-
stock species (pigs, chickens, and cattle) account for almost 90 percent of all
animal flesh produced in the world, with large and growing populations of
chickens and pigs reared in factory farm conditions that depend upon concen-
trated feed and chemical and pharmaceutical inputs. Per capita meat consump-
tion and the population of animals reared in factory conditions continue to grow
relentlessly, now stoked by fast-rising demand in Asia as well as in other indus-
trializing countries like Brazil (Weis 2007; Nierenberg 2005).

Economies of scale in industrial agriculture have been associated with the
profound polarization of landholding and productivity, as farmers trapped in a
long-term “cost-price squeeze” (i.e. rising input costs and falling farm-gate
prices) have been forced to “get big or get out.” This trajectory has been fur-
ther fortified both by explicit subsidies—particularly in the United States and
European Union (EU)—and by the implicit subsidization contained in a vast
range of environmental externalities: high rates of soil erosion; persistent tox-
icity; the overdraft of rivers, streams, and underground water; the salinization
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of over-irrigated soils; air and water pollution associated with factory farming;
disease threats like avian flu, listeriosis, and mad cow; large greenhouse gas emis-
sions; and the immeasurable suffering of soaring populations of sentient beings.
Finally, given the immense historic and contemporary tensions entwined in
struggles to control the world’s oil supply, industrial agriculture could also con-
ceivably be seen to involve a “geopolitical externality.” That is, in addition to
the unaccounted costs of carbon emissions, the relatively cheap price of oil has
long failed to reflect the vast expenditure on military infrastructure and incur-
sions surrounding the world’s oil reserves, most notably the hundreds of US bases
in the Middle East (Foster et al. 2008).

Taken together, mechanized scale, input-augmented yields, and explicit and
implicit subsidies led industrial food prices to decline in real terms over much
of the past half-century. From 1960 to 2000, the real prices of the big three
cereals declined by 60 percent, and from 1974 to 2005, the decline in world mar-
ket prices for a total food index was even greater, falling by an astonishing 75
percent (The Economist 2007; FAO 2002). As cheap, industrial surpluses were
projected through aid, dumping, and commercial trade, they put downward
pressure on food prices in many labour-intensive agricultural systems, impov-
erishing smallholder agriculture and fostering the deep food-import depend-
encies in many low-income countries noted above (Weis 2007; Rosset 2006;
FAO 2002).!

This low-price bounty has long been ascribed to competitiveness, efficiency,
and the inevitable triumph of industrial agriculture and is celebrated in leading
development theories for displacing—or, in rosier terms, “releasing”—small
farmers into more modern livelihoods. But such theories have ignored how the
efficiency and competitiveness of industrial agriculture has been braced by a
large range of unaccounted costs and how the substitution of agrarian labour with
technology hinges on fossil energy and derivatives.

Fossil Energy and the Substitution of Agrarian Labour

One of the most elemental tendencies of industrial capitalism is to substitute
labour with technology wherever possible. This is at the heart of economies of
scale and has long depended upon the extraction of fossilized biomass, stored
solar energy from millions of years ago.

Agriculture poses particular problems for mechanization and economies of
scale, as the standardization of plant life across large areas of a landscape cre-
ates a host of intractable biophysical problems with soils, insects, weeds, and
diseases. Bare ground between planted rows and mechanized plowing, plant-
ing, and spraying increase susceptibility to soil erosion and nutrient loss, with
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compaction by heavy machinery creating further problems. Large-scale mono-
cultures effectively mine the soil and cannot be sustained very long without
external sources of nutrients given the rates of erosion and fertility degradation.
By far the biggest source of replaced nutrients comes from synthetic nitrogen
fertilizer, manufactured using natural gas, which has been inseparable from the
yield gains of industrial agriculture.

Synthetic nitrogen fertilizer is a large source of energy consumption and car-
bon emissions, through its manufacture as well as in transport and application,
given its bulky character and the diffuse nature of agriculture. After nitrogen,
the next most important soil nutrients lost are phosphorous and potassium,
which can also only be replaced from a non-renewable base for a finite period
of time.?

Although champions of the Green Revolution like to point out how grain
yields per hectare grew by a factor of 2.4 between 1950 and 1990, this was
accompanied by a more than tenfold rise in synthetic fertilizer use (Brown
1996). Further, the Food and Agriculture Organization of the United Nations
(FAO) notes that the rate of yield gains stemming from industrial inputs was
much faster in the 1960s and 1970s than in the quarter-century since, which
implies an effective slowing down of the Green Revolution amid a massive
draw-down of the resources fuelling it.

In addition to causing soil problems, large-scale biological homogeniza-
tion increases vulnerability to the rapid spread of pests, weeds, fungus, or dis-
ease, making monocultures dependent on a range of petrochemical-based
herbicides, insecticides, and fungicides. This is magnified by the fact that the
protracted use of chemicals tends to have a treadmill effect, as insect and weed
resistance develops over time and natural predators and controls are eliminated.
Further, the transportation fuel consumption associated with rising “food miles”
(i.e., the long-distance transport of food from land to mouth) cannot be sepa-
rated from the nature of on-farm production, because the substitution of labour
with technology has abetted the increasing control of centralized corporate
intermediaries between producer and consumer and hence is implicated in the
separation of consumers from local agricultural landscapes.

As noted earlier, industrial grain and oilseed monocultures are closely linked
to rising industrial livestock production and the “meatification” of human diets.
World livestock populations have increased far beyond rangeland stocking
capacities in proliferating factory farms. In cycling grains and oilseeds through
livestock, large percentages of plant protein, carbohydrates, and fibre are lost,
which means that agriculture gains a more expansive footprint in the landscape
as the level of meat consumption grows—something which might be understood
as our expanding “ecological hoofprint” (Weis 2007).
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In addition to the increasing volumes of industrial grains and oilseeds (and
the associated inputs) which growing livestock populations necessitate, fac-
tory farms, slaughterhouses, processing plants, and refrigerated shipping and
retailing consume vast amounts of energy. Thus, much more energy goes into
a unit of protein derived from factory-farmed meat than a unit of protein from
grain (Nierenberg 2005). When this aggregated fossil energy consumption is cou-
pled with the role of expanding livestock populations in global deforestation and
in rising methane and nitrous oxide emissions, the result is a very large atmos-
pheric burden. The Intergovernmental Panel on Climate Change (IPCC) has
identified global livestock expansion as one of the leading causes of anthro-
pogenic climate change (Black 2008).

In short, fossil energy and derivatives and greenhouse gas emissions are
embedded in every calorie of cheap, industrial food, and in the “progress”
toward ever more meat-intensive diets. Unfortunately, despite the urgency of
large reductions, the atmospheric burden continues to go virtually unvalued in
cheap industrial food. But the pressures associated with the growing scarcity
of fossil energy and derivatives are inescapable and the most proximate reason
that the deceptive efficiency of industrial agriculture is cracking.

Peak Qil, Industrial Agriculture, and the Biofuel Boom

The International Energy Agency (IEA 2007) estimates that fossil energy
accounts for 80 percent of the world’s total primary energy supply: oil 34 per-
cent, coal 25 percent, and natural gas 21 percent. For the Organization for Eco-
nomic Co-operation and Development (OECD) this is even greater—=84 percent
of total supply: oil 41 percent, natural gas 22 percent, and coal 21 percent.
But with production now far outpacing new discoveries, it is widely recog-
nized that humanity is either fast approaching or has just passed the half-way
point in the consumption of the earth’s oil supply, a phenomenon referred to as
peak oil. It is a certainty that the extraction of the back half of this supply will
be increasingly difficult, and hence energy demanding and costly, in addition
to more obvious supply—demand pressures (Heinberg 2005). As the oil minis-
ter of the United Arab Emirates recently put it, “the age of easy oil is gone for-
ever” (The Economist 2008). There are still bound to be a few blips in world
oil markets based on short-term supply and demand, as witnessed amid the
financial turbulence of the world economy, but as one Canadian oil industry ana-
lyst explains, falling prices as the economy contracts are bound to eventually
“morph into more lasting fears of supply destruction” (Hamilton 2008).
Despite inevitable supply constraints, demand for oil is projected to continue
increasing in the short term. In 2007, global oil consumption was 84.6 million
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barrels per day (M bpd), and by 2030, the IEA projects this to be 102.3 M bpd.
In a related projection, there are expected to be 450 million more vehicles on
the road worldwide by 2030, roughly 50 percent more than at present. While
there are obvious uncertainties, most estimates place remaining reserves in the
range of just over one trillion barrels, roughly the same as what has been con-
sumed since age of oil began in the late nineteenth century (BP Global 2008;
Oil & Gas Journal 2006). There are also clear uncertainties about the rate of
growth in consumption, but even holding 2007 consumption levels constant
(probably a serious underestimation), global reserves will only extend a few
decades, a reality starkly presented in a recent Chevron ad: “It took us 125
years to use the first trillion barrels of oil. We’ll use the next trillion in 30.”3
As suggested at the outset of this chapter, the era of peak oil is pulling indus-
trial agriculture in two basic and opposed ways: first, as a “fix” for the short-
age of liquid fuel, and, second, as the biophysical overrides needed for
mechanization and monocultures as these become more scarce and costly.

There are large and varied technological challenges associated with scaling-
up nuclear, hydro, tidal, solar, wind, and other sources of energy to the substi-
tute the major contribution that fossil fuels make within most energy grids, but
there are a significant range of already well-established technologies, coupled
with large gains to be made in conservation and efficiency of the built environ-
ment. Replacing liquid fuels is immensely more difficult and poses vexing
questions given how the compression of time and space—and hence global
trade, travel, and geostrategic power—hinge on oil, which accounts for virtu-
ally all liquid fuel consumed today. In this context, the desperate search for
alternative liquid fuels is clear.

In principle, biofuels represent the possibility that the sun’s energy might
be renewably converted into liquid form via photosynthesis, with the additional
promise of burning more cleanly. If the carbon accumulated in growing the
biofuel plant source is simply released through the combustion of the biofuels,
then depending on how it was processed it might even conceivably represent
a carbon neutral energy source, as some have sought to portray it. Unfortu-
nately, the benefits and costs of biofuel production are a lot more complex than
they are portrayed by their emerging legion of corporate, political, auto, and big-
farmer advocates, and it is a biophysical impossibility that biofuels might pro-
vide a large-scale replacement for oil.

Biofuels are typically classed in terms of “first” and “second” generations.
First generation biofuels are essentially ethanol (predominantly derived from
maize and sugar) and biodiesel (predominantly soy) and are commonly blended
with traditional petroleum sources. Second generation biofuels are liquid fuels
derived from certain non-edible grasses, woody biomass, straw, and some wastes
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(significantly, non-food portions of plants), with the key being the develop-
ment of enzymes capable of converting plant cellulose into ethanol. The prospec-
tive benefit is that they could greatly improve input—yield ratios, enhance the
conservation of carbon in soils because they can be made from permanent crops,
and greatly expand the potential scale of source material while reducing com-
petition with food supplies. However, the commercial viability of second-gen-
eration biofuels is still likely years away,* and even at the most ambitious targets
they will only be able to substitute a fraction of current petroleum consumption
(WorldWatch and CAP 2006).

Given the research still needed on second generation biofuels and the large
fixed investments in processing ethanol, the biofuel boom appears centred
squarely on first generation biofuels for the next decade at least and possibly
beyond. Between 2000 and 2005, US production of ethanol doubled, and in
2006 it overtook Brazil’s long-established industry (centred on sugar) as the
world’s largest producer of biofuels. In addition to the United States and Brazil,
many other countries are racing into biofuels. From 2006 to 2007, the total
world volume of coarse grains converted to biofuels increased by 15 percent,
led by maize for ethanol. Both the EU (where soy for biodiesel is more com-
mon) and India have set goals of replacing at least 10 percent of vehicle fuel
demand with biofuels, while China is beginning to devote more maize to ethanol
(Sample 2007). Indonesia and Malaysia are converting large areas of tropical
forest into palm oil plantations to produce biodiesel.

Yet there is growing evidence of the poor energy budgets of biofuels, when
the fossil energy used in production (i.e., in the inputs, farm machinery, irriga-
tion, processing, transportation, and fermentation and distillation) is weighed
against the energy contained in biofuels. Research is showing that more fossil
energy is going into most forms of biofuel production than is coming out as lig-
uid fuel. Maize ethanol is the most glaring because it is so prominent and
because maize is such a soil impoverishing crop and the leading consumer of
pesticides and nitrogen fertilizer (Patzek and Pimentel 2006; Pimentel and
Patzek 2005). Where energetic margins for first generation biofuels are not
negative they are invariably thin, and even thin net positive margins for biofu-
els (i.e., more liquid energy comes out than fossil energy goes in) do not help
mitigate against climate change.

An enormous amount of land must be converted to biofuels to make a small
dent in current levels of fossil energy consumption. For instance, Righelato
and Spracklen (2007) estimate that to substitute just 10 percent of current
demand for gas and diesel with biofuels in the United States would require 43
percent of its total current cropland area. This entails rising pressure not only
on food supplies and prices but also on forests and grasslands. To increase the
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footprint of agriculture and clear more forests and grasslands would entail sig-
nificant volumes of carbon released in the immediate term, as carbon stored in
the vegetation and soils is rapidly oxidized, and a declining capacity for carbon
sequestration in the longer term—a double climate change whammy (the apex
of which is the conversion of tropical rainforests to palm oil plantations). Thus,
the expansion of first generation biofuels has a destabilizing net impact on car-
bon cycles, and, as Righelato and Spracklen argue, from the perspective of cli-
mate change mitigation, land devoted to biofuels would be better restored to
forests to sequester carbon.

To understand the biofuel boom in light of its biophysical irrationality, Mon-
biot (2007) suggests that it be seen as a means of political avoidance. Instead
of facing difficult questions about individual power over space in an age of cli-
mate change and peak oil, biofuels “create the impression that governments
can cut carbon emissions and ... keep expanding the transport networks.... No
one has to be confronted.” This political objective has, in turn, fit nicely with
the interests of agro-TNCs and large-scale, industrial farmers, summed up pow-
erfully in a recent advertisement of the world’s largest grain processor:

The world’s demand for energy will never stop growing.
Which is why a farmer is growing corn.

And a farmer is growing soy.

And why ADM is turning these crops into biofuels.

The world’s demand for energy will never stop.

Which is why ADM will not stop.

We’re only getting started.

Uneven Vulnerability to the Fading Promise of Cheap Food

“If you combine the increase of the oil prices and the increase of food prices then
you have the elements of a very serious crisis in the future.”
— Jacques Diouf, director-general of the FAO, October 2007

Though hundreds of millions remained hungry, increasing grain yields, more
meat-intensive diets, and falling prices have long been pointed to as evidence
of the robustness of corporate-dominated industrial agriculture. Now, the prom-
ise of cheap food is fast ending, even before the productive model breaks down,
with converging biophysical problems of climate change, water shortages, and
land degradation on the horizon. The intensity of demand pressures is already
such that the dramatic price rises occurring from 2005 to 2007 came amid
strong overall global production levels, and the volumes of grains and oilseeds
devoted to fuel and feed are projected to continue growing in the years ahead.
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As noted, many nations have set ambitious biofuel substitution targets, which
Brown (2007) frames as an “epic” confrontation between the world’s 800 mil-
lion motorists and its 2 billion poorest people. Poor energy budgets coupled with
the stark inequality of “feeding cars not people” has, not surprisingly, drawn
rising indignation (Monbiot 2007). For instance, in 2007 the Special Rapporteur
on the Right to Food of the UN Human Rights Council described biofuels as a
“crime against humanity” (Ferrett 2007), while The Economist (2007) noted
that filling “an SUV’s fuel tank with ethanol...[requires] enough maize to feed
a person for a year.”

In addition to the biofuel boom, the “meatification” of diets—intensifica-
tion and growing scale of livestock production and the associated pull of feed-
stock—is another major fossil-energy-related dimension in the pressures on
grain and oilseed prices, and this is also projected to continue increasing in the
coming decades. An estimate by the FAO suggested that global per capita meat
consumption will grow a further 44 percent by 2030 (FAO, 2002). At the fore-
front of this dietary transformation is China, where per capita meat consump-
tion has increased by 150 percent since 1980, with concerted state efforts
planning further growth (The Economist 2007). Although China still has a rel-
atively labour-intensive system of agriculture, it is industrializing rapidly, par-
ticularly with respect to livestock rearing, and this has enormous implications
for both fossil energy consumption and greenhouse gas emissions. Fossil energy
input into Chinese agriculture grew one-hundred-fold in the second half of the
twentieth century alone (Goodland and Pimentel 2000).

The great supply-side stress in the sharp food price rises from 2005 to 2007
relates to a concurrent spike in fossil energy and input prices, recalling the large
energy budget contained in the production and transport of industrial fertiliz-
ers and the long food miles that typify industrial food systems. The FAO (2008)
highlights how an index of foodstuff prices has moved largely together with
index of fertilizer and crude oil prices, following a similar trajectory but at
slightly lower rates.

As these supply and demand pressures are layered onto already extensive
global food insecurity, the most vulnerable are the poor in the world’s low-
income countries, where dependence upon global breadbasket regions has long
been cultivated by the competitive pressures discussed earlier. The developing
world as a whole spent in the range of US$52 billion on grain imports in 2007,
a 10 percent increase from 2006, on the heels of a 36 percent increase from
2005 (Halweil 2007). At the same time, food aid has suffered as relatively fixed
budgets encountered rising costs of food.

The supply-side stress on global food prices threatens to intensify far beyond
the pressure associated with the scarcity-induced rising cost of oil and natural
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gas. Though global food supplies have continued to rise in aggregate terms,
both grain production and arable land are declining on a per capita basis as the
human population approaches 9 billion by mid-century (Halweil 2007). Mount-
ing pressure on land and water supplies is magnified further by climate change
(Solomon et al. 2007).

Since the early 1990s, the IPCC has drawn attention to the uneven respon-
sibility and vulnerability associated with anthropogenic climatic change. The
vast bulk of greenhouse gas emissions have come from the industrial activity
of the world’s wealthiest nations (more than 80 percent since the Industrial
Revolution), especially the carbon released by the combustion of fossil energy.
At the same time, many of the world’s poorest nations, and the poorest within
them, are projected to be the most immediately and adversely affected.

The Fourth Assessment Report of the IPCC (Solomon et al. 2007) expressed
the state of climate science in its strongest terms yet, describing the “warming
of the climate system” as being “unequivocal.” It also stated that a certain level
of warming over the next three decades (roughly 0.2°C per decade) is unavoid-
able as a result of ocean thermal lag, and that there is therefore a need for cli-
mate change adaptation. This is especially so since the climatic changes that we
are already committed to loom heavily and unequally, with increasingly varied
and extreme conditions expected to impact societies in savannah and tropical
lowland regions the most severely. For instance, the IPCC describes Africa as
being “one of the most vulnerable continents to climate variability,” with 75 to
250 million people expected to face increasing water stress within the next
decade, portending huge declines in agricultural yields.

Adaptation to already committed changes cannot be confused with the
urgent need to mitigate against more extreme impacts through swift and dra-
matic reductions in greenhouse gas emissions. In a highly optimistic scenario
of aggressive mitigation, the climate change that the world is already commit-
ted to would not destabilize temperate agriculture too severely (an area of con-
siderable scientific debate), and the rate of change would be slow enough to plan
for a transition to post-fossil energy agriculture. But even in such a scenario,
the range of committed change will pose very serious agricultural problems
for many of the world’s poorest regions and is likely to carry the prospect of
deepening food-import dependence on temperate regions—a terribly cruel and
regressive outcome, magnified in an era of higher food prices.

Failing major immediate mitigation, the IPCC (Solomon et al. 2007) warns
that world will face “abrupt and irreversible changes” to the relative climate
stability of the Holocene, with massive declines in agricultural production
across much of the developing world and declining aggregate production on
a world scale.
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Conclusion: Opportunity in Crisis

Given the limits of fossil energy supplies and the fact that industrial agriculture
is a primary source of greenhouse gas emissions, it is myopic to assume that
industrial production can provide a massive supply side response to the global
food crisis. Yet in the near term, strong market signals continue to guide agro-
TNCs and industrial agriculture down this unsustainable course. This includes
most notably the steady “meatification” of diets and the rising demand and sub-
sidies for biofuels as industrial agriculture gets cast as a partial but significant
fix in the desperate search for liquid fuel. In other words, the destructive logic
of industrial agriculture is being entrenched amid deepening contradictions
while the diffuse and uneven fallout from climate change looms ever larger
without serious mitigation efforts.

In the absence of strong anti-systemic movements (i.e., ones capable of
presenting a productive alternative), regressive outcomes are likely, and the
social fallout associated with rising food prices represents the early stages of
this. But there are also potentially highly decentralizing tendencies as the costs
of fossil energy and derivatives rise and scarcity sets in, and this is a key part
of the transformative opportunity contained in the current system crisis.

As has been emphasized, fossil energy and derivatives have a crucial role
in overriding the constraints posed by plant physiology and soil biochemistry,
and in substituting technology for human labour, skill, and localized knowl-
edge. Because of this, fossil inputs are implicated in the shifting of value and
control away from farmers and into the realms of agro-inputs, traders, proces-
sors, distributors, and retailers. In the absence of the biophysical overrides that
have sustained industrial agriculture, farming systems will have to become
vastly more labour- and knowledge-intensive and locally oriented, and diets
vastly less meat-intensive.

Instead of substituting non-renewable fertilizers for the mining of crucial
soil nutrients, much more laborious efforts are needed to maintain and build soil
fertility, such as intercropping (particularly legumes, which fix atmospheric
nitrogen in the soils that gets released to other plants) and managing and dig-
ging in agricultural “wastes” such as grain, weed, and especially legume residues.
Biological controls for pests, weeds, and disease cycles require more careful and
diversified planting, seed saving and selection, and vastly more time-consum-
ing care, such as hand-weeding and inspecting for pests.

There is potential that this lower-input organizing imperative—the re-cen-
tring of skill and labour in place of fossil energy, machines, inorganic fertiliz-
ers, and chemicals—could generate powerful new openings to return an
increasing share of the value within agriculture to farmers and farming commu-
nities. Such a hope does not hearken back to some romanticized golden age of
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the past, and certainly the need to re-substitute labour for machines and fossil
inputs will not tend toward greater equity in any inevitable sort of way. Low-
input agriculture through millennia was, after all, rarely a farmer-, worker-, or
gender-equity paradise, nor was it always sustainable. It is not hard to imagine
the ratcheting up of labour exploitation. Indeed, the rise of “Big Organic” in
places like California gives some indication of how a labour-intensive, lower-
input, and non-toxic but still highly uneven system could emerge if large TNCs
are the ones driving the system “fixes,” with machines re-substituted with
mostly low-paid, non-unionized, and insecure jobs.

Yet where anti-systemic seams created by deepening contradictions are
widened from below by progressive farmer and consumer movements, there is
hope that more democratic, socially just, and ecologically rational agricultural
systems can be built. Again, this does not point to a simple veneration of historic
social relations, traditions, and local knowledge. But it does mean re-conceptu-
alizing “modern” agriculture, from approaches based on scale and fossil energy
to those based on diversity, complementarity, and respect for ecosystem cycles.
This will require major public investment in research, training, extension, and
income support, especially in a transitional period and in a changing climate.

Crises can present powerful opportunities for change, and whether the
upwelling from below is strong and converging or weak and disparate, a great
challenge for agricultural and social scientists is to nourish it and to help fos-
ter an understanding of systemic problems and alternatives. The urgency and
magnitude is impossible to overstate; as Lester Brown notes, “There’s not nearly
enough discussion about how people will be fed 20 years from now” (quoted
in Leahy 2006).

Notes

1 Although only about 10 percent of all agricultural production in the world is traded across
borders, as trade is progressively liberalized world market prices have an increasing impact
on prices in domestic markets. International agro-trade is dominated by production from a
small number of powerful exporting nations, including the United States and the member
states of the EU, where the large majority of global agricultural subsidies are concentrated
(Rosset 2006).

2 Geological surveys suggest that mined phosphorous supplies are diminishing quickly.
Extracting phosphorus can also pose serious environmental problems, including heavy metal
contamination.

3 Natural gas, upon which synthetic fertilizer hinges, also approaches its “peak” in a few
decades, though rising consumption levels could push this forward.

4 This is because of the research and development needed in production and processing, the
magnitude of land conversion this would entail, and the scale of engineering and technolog-
ical retrofits that would be required.
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CHAPTER 12

P =

Setting the Global Dinner Table

Exploring the Limits of the Marketization
of Food Security

Noah Zerbe

ifty years ago, the international community faced a food crisis. Growing
Fworld population, particularly in South Asia, threatened to outstrip the
world’s food supply, presenting the danger of realizing Malthus’s dark future.
National and international agricultural research was mobilized in what came to
be known as the “Green Revolution,” a concerted international plant breeding
program intended to develop new plant varieties that were hardier, took less time
to grow, and were more responsive to chemical inputs. Although the Green
Revolution had important—though unintended—environmental, economic,
and social consequences, it also improved crop yields in the areas it was
deployed, pushing back the specter of Malthusian famine.

The 2008 global food crisis—the global food situation that has ensued
clearly warrants use of the perhaps overused term—presents a similar, grave
threat, and some have argued that agricultural biotechnology can again pro-
vide relief. While food prices have steadily increased since 2000, a sharp spike
in global food prices can be seen between 2006 and 2008 (Steinberg 2008).
Although by early 2009 international food prices retreated from their peak lev-
els of a year earlier (largely due to the global economic crisis that trimmed
global demand for primary commodities across the board) global food prices
remained well above average pre-crisis levels.

In the context of the global food crisis, food security has re-emerged as a cen-
tral issue in the global political economy. Dramatic increases in the prices of
basic foodstuffs have sparked protests and food riots in more than fifty countries
around the world. The Food and Agriculture Organization of the United Nations
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(FAO) projected that thirty-six countries would require food aid in the winter of
200809 (FAO 2008). The World Food Programme (WFP) estimated that it
would require an additional US$755 million to feed the estimated 73 million
people across seventy-eight countries relying on food aid in 2008. The increased
cost of food aid, according to the WFP, was driven both by higher food prices
and by higher transportation costs associated with the spike in global oil prices
(UN News Center 2008). While the causes of the crisis are diverse, the crisis itself
has clearly forced the world’s poor into an increasingly stark reality.

In this context, proponents of agricultural biotechnology have argued that
the technology presents a simple and straightforward solution to the crisis—one
that might solve the supply-side issues often considered to be at the heart of such
crises. But advocating agricultural biotechnology as the solution to the current
crisis presupposes the nature of the crisis itself. In this chapter, I explore the
causes of the global food crisis, arguing that the current crisis should not be seen
merely as the result of growing demand or insufficient production. While this
is certainly a part of the story, as is often the case, the reality is much more
complex. After outlining the causes of the global food crisis, I consider proposed
solutions. I contend that while agricultural biotechnology may be able to increase
production, the complexity of the crisis requires a more nuanced solution. In par-
ticular, I argue that because the origins of the crisis rest primarily in the mar-
ketization of food security rather than in the failure of global production,
solutions to the crisis must necessarily include efforts to re-embed food secu-
rity in social relations.

Causes of the Global Food Crisis

Speaking in May 2008, then US President George W. Bush outlined his under-
standing of the global food crisis. According to Bush, “There are 350 million
people in India who are classified as middle class. That’s bigger than America.
Their middle class is larger than our entire population.! And when you start
getting wealthy, you start demanding better nutrition and better food so demand
is high and that causes the price to go up” (cited in Baruah 2008). In his testi-
mony before the US Senate Foreign Relations Committee, Peter McPherson
offered a more comprehensive assessment of the causes of the current global
food crisis. According to McPherson, “a number of factors have contributed to
the great jump in food prices, but the problem has been long in the making”
(McPherson 2008). Those long-term causes, in McPherson’s estimation, include:

* cuts to agricultural investment by national governments and international
organizations and related cuts in foreign agricultural assistance programs
over the past thirty years;
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* increasing incomes, particularly in Asia, leading to changes in diet; and
« state interference in the free market, particularly through agricultural sub-
sidies.

A number of shorter-term causes are also important. These include:

* increasing demand for biofuels, leading to higher prices for primary food
commodities, particularly corn;

* higher fuel and energy prices increasing the cost of agricultural inputs
(fertilizers), farm operation, and food transport;

* instability introduced by the breakdown of global credit markets;

* declines in global grain reserves from 100 days in 2000 to 55 days by May
of 2008, leading to greater sense of risk and market instability;

* the Australian drought; and

 food export restrictions imposed by many countries in an attempt to cope
with increasing food prices (ibid., 1-2).

McPherson’s analysis of the causes of the food crisis seems comprehensive,
highlighting the complexity of the current situation, which appears to repre-
sent the “perfect storm” of underproduction and excessive regulation.

Although this perfect storm scenario makes sense on the surface, I argue that
framing the problem as one of insufficient production and overregulation leads
to problematic solutions. In terms of regulation, the agricultural sector should
be characterized neither as over- nor under-regulated, but as both. In the global
North, it may be accurate to argue that excessive state intervention has altered
food markets in profound ways. The massive agricultural subsidies afforded
farmers in Japan, Europe, and the United States have lowered global food prices,
encouraging overproduction of certain grain crops, which has resulted in dump-
ing and the destruction of agricultural production and development prospects
in the global South (Thompson and Stoneman 2007). But Northern subsidies
have been largely excluded from international trade agreements despite the fact
that such subsidies are valued at more than $300 billion per year—six times the
total value of development aid (Clapp 2006). The impact of these subsidies
was noted by former US President Bill Clinton, who, just before leaving office
in 2001, noted that, “If the wealthiest countries ended our agricultural subsidies,
leveling the playing field for the world’s farmers, that alone would increase
the income of developing countries by US$20 billion a year” (cited in Thomp-
son 2004).

But in the global South, agricultural production has been extensively dereg-
ulated and subject to the discipline of the market since the 1980s. The uneven
process of deregulation and liberalization, under which the poor in the global
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South have been subject to market forces while the relatively wealthy in the
global North have been protected against market discipline, has rightly been cri-
tiqued. But the question that arises—and to which I return below—is how to
move forward in addressing this inequality. Should global agriculture be liber-
alized or re-regulated? And more importantly, what should be the goals of pub-
lic policy and governance in agriculture? How best, in short, can we achieve food
security?

First, an important caveat: Increasing the productivity of rural smallhold-
ers in the global South must surely be an important part of any food security
strategy. The rural poor represent upward of three-quarters of the world’s most
impoverished people, defined by the World Bank as those living on less than
USS$1 per person per day. The vast majority are either small producers or those
who derive their livelihoods from agricultural production. The fundamental
question we must address, therefore, is how to improve their livelihoods. What
changes are necessary to improve the plight of the world’s rural poor? How
can their income and quality of life be bettered?

In this context, the global food crisis would seem to present both challenges
and opportunities. Indeed, a report published by the Organization for Economic
Co-operation and Development concludes, “The curse of higher food prices
can be turned into a blessing if African agriculture finally becomes a business”
(Wolter 2008). Higher agricultural prices would appear to be a boon for rural
smallholders, a group traditionally at best overlooked and at worst penalized by
development strategies. Smallholder farmers who produce crops for sale may
indeed be able to benefit from higher prices for the food they produce. There
is, however, reason to suspect this may not turn out to be the case.

The Limits of Marketization of Food Security: Lessons from
the Zimbabwean Seed Industry

Framing the global food crisis as the result of underproduction and market inter-
ference necessarily leads to two fundamental conclusions. First, agricultural
production needs to be expanded, preferably quickly, in order to have enough food
to feed the world. Second, food markets need to be deregulated in order to per-
mit market forces to encourage the expansion of agricultural production.

This framing of the food crisis represents a fundamental break from the
historical understanding of the nature of food production. Prior to the rise of neo-
liberalism in the 1980s, food production was dominated by the principle of
national self-sufficiency. Food security was conceptualized primarily at the
national level, with some recognition of regional food security such as at the
level of the Southern African Development Community. Most food was produced
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and consumed locally. Local food programs and national grain reserves were
often instituted with funding from the international development agencies.
Zimbabwe’s post-independence plant-breeding effort—one of the most advanced
plant-breeding initiatives in Africa and, by nearly all accounts, a dramatic suc-
cess—was initially financed, in part, by the World Bank.

But under the logic of neo-liberalism, the free market would guarantee food
security through comparative advantage—Ilowering prices of consumers while
raising incentives for producers. In Southern Africa, comparative advantage
meant that some countries, like Botswana, would produce little or no food but
would instead purchase the cheap grain on international markets with revenues
earned from other exports—in Botswana’s case, diamonds. Countries like
Zimbabwe, with comparative advantage in grain production, would become
major food exporters—the grain basket for the region—by removing inefficient
and corrupt government intervention from agricultural markets and allowing
markets to encourage efficient production through price signals. The market,
rather than the state, thus becomes the primary guarantor of food security, a phe-
nomenon we might rightly conceptualize as the marketization of food security.

In the case of Zimbabwe, structural adjustment was particularly successful
in reducing government interference in the market. Between 1991 and 1995, the
government commercialized agricultural marketing boards, liberalized agri-
cultural finance, and cut spending on agricultural development. It also priva-
tized its historical system of seed distribution so that the market would assume
responsibility for the development of new seed varieties. But in Zimbabwe, the
effect of marketizing food security was devastating. As commercial marketing
boards were privatized in the early 1990s, producer prices collapsed. For maize,
the staple food crop, local producer prices often failed to cover the cost of pro-
duction. Private traders who ventured into remote areas could offer prices well
below the historical “floor prices” offered by the national Grain Marketing
Board (GMB).? The elimination of pan-territorial pricing subjected all farmers
to the discipline of the market. Consequently, it also exacerbated regional
inequalities, as those living closer to Harare, Zimbabwe’s capital, could demand
higher prices on wholesale markets because transportation prices were lower
(Jones 1992). As a result of the elimination of pan-territorial pricing, all farm-
ers, regardless of their proximity to the most profitable urban markets, were
made increasingly vulnerable to dramatic shifts and instabilities in global com-
modity prices.

In Zimbabwe, the marketization of food security simultaneously introduced
greater instability in producer prices. The floor prices established under the old
system of the GMB were set early in the season, allowing farmers to plan pro-
duction based on steady and predictable future market prices. The elimination
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of the GMB meant that farmers were subject to the vagaries of the market,
unable to depend on or plan for specific prices, and increasingly subject to fluc-
tuations based on weather, international markets, or speculation.’

A report by the United Nations Conference on Trade and Development con-
firms the relevance of the Zimbabwean experience for other African economies.
According to the report, structural adjustment programs saw “growing profit mar-
gins for private traders at the expense of farmers.” The dismantling of ineffi-
cient marketing boards only occasionally led to more competitive or efficient
markets (e.g., cotton). The study concluded, “Africa’s experience with agricul-
tural reform is yet another example of a ‘big bang’ liberalization without prepar-
ing for institutions and the infrastructure needed for markets to perform
effectively” (UNCTAD 1997, 7). The net result is a combination of state and
market failure.

The impact of structural-adjustment-inspired privatization on Zimbabwe’s
seed industry is particularly telling. Along with South Africa, which has much
higher levels of overall development and a much larger population, Zimbabwe
historically boasted the most successful seed industry in the region. The formal
seed sector in Zimbabwe, composed of more than twenty companies, produced
more than 70,000 metric tons of improved seed for the domestic market annu-
ally before the collapse of Zimbabwe’s agricultural sector in the early 2000s.*
In maize seed in particular, Zimbabwe enjoyed particular success, with near
universal adoption of hybrid maize cultivars developed by the state for local
growing conditions.

The success of Zimbabwe’s seed system was largely the result of the unique
public—private partnership developed in the country between the 1940s and
1991. Early in Zimbabwe’s history, the colonial government of Southern
Rhodesia, owing in large part to the nature of settler colonialism and the polit-
ical importance of white settler farmers, put a great deal of effort into the devel-
opment of improved cultivars for commercial agricultural production. In the
1930s, government breeders began to experiment with hybrid maize, some vari-
eties of which performed well even under adverse farming conditions. Lack-
ing the capability to produce and distribute hybrid maize seed on a commercial
level, the government entered into an agreement with the Seed Maize Associ-
ation (SMA) of Zimbabwe.> Under the terms of the agreement, the govern-
ment would provide improved maize varieties to the SMA, which would produce
and market the improved seed at set prices negotiated with the government.

The original agreement between the government and the SMA was a great
success, and Southern Rhodesia quickly became a major seed producer and
exporter. In 1949, Southern Rhodesia became the second country (after the
United States) to produce double cross hybrid seed, designated SR1, from
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locally developed inbred lines. The position of Southern Rhodesia as the lead-
ing regional seed provider was solidified throughout the 1950s, with the con-
tinual release of new hybrid cultivars culminating in the release of SR52 in
1960 and the R200 series thereafter (Rusike 1995).

In an attempt to attain self-sufficiency in maize production, the post-inde-
pendence government instituted a series of policies designed to promote the
use of hybrid maize among smallholder farmers. It expanded joint research
efforts between the government and the SMA (which became Seed Coop in
1979). The primary focus of the post-independence research effort was on the
development of cultivars designed for low rainfall and marginal farming areas.
Extension services touted the benefits of new hybrid maize varieties to small-
holders, while the government simultaneously prohibited the sale of open-pol-
linated varieties.® It also maintained price controls on maize seed instituted by
the colonial government. The combination of price controls and direct distri-
bution from Seed Coop to farmers, bypassing middlemen and seed traders com-
mon in other types of seed distribution networks, meant that Zimbabwe enjoyed
some of the lowest seed prices in the world. The results of its efforts were dra-
matic: within ten years of the post-independence government coming to power,
almost all maize grown in Zimbabwe was produced from certified, hybrid seed
(Muir and Blackie 1994; Cromwell 1996).”

The introduction of structural adjustment, however, undermined govern-
ment and Seed Coop success in the production and provision of improved vari-
eties to smallholder farmers. As part of conditions placed in the loan agreement
between the Zimbabwe government and the World Bank, the government was
to sever its relationship with Seed Coop and eliminate price controls on seed.
It was hoped that such policies would open the way for greater competition in
the seed and agricultural inputs sectors (Rusike 1995).8

After the government was forced to terminate its relationship with Seed
Coop, the cooperative transformed itself into a private seed company known as
Seed Co. As a private seed breeder, Seed Co maintained its own research sta-
tions and proprietary lines (Seed Co 2001, 3). Although as Seed Coop it had
maintained independent research stations since 1973,” Seed Co now had primary
responsibility for developing new cultivars. Seed Co subsequently expanded its
operations and up to the late 1990s maintained a key role in regional seed mar-
kets, particularly in Zambia, Mozambique, Botswana, Malawi, and South
Africa.'® Other companies, including Monsanto, Pioneer, and Pannar, entered
the Zimbabwean market, but failed to fundamentally challenge the position of
Seed Co.

The introduction of competitive markets in seed and inputs was supposed
to increase seed supplies and decrease production costs. Any cost increases
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would, according to the World Bank, be offset by increases in commodity prices
received by farmers. However, pre-adjustment predictions typically underesti-
mated inflation in the general economy,!'! which eroded the real purchasing
power of smallholder farmers. In the first five years of reform, fertilizer prices
reflected the 400 percent currency devaluation—quickly pricing the small-
holder out of the market because fertilizer chemicals are imported. According
to Sibanda, the high cost of inputs—especially fertilizer—became a major con-
straint for over 50 percent of smallholder farmers (Sibanda 2001). In 1997-98,
for example, the price of fertilizer increased by a factor of seven in one year;
chemicals for pesticides increased over 100 percent, and the cost of electricity
doubled. Prices for insecticides rose as much as 118 percent, and seed dress-
ing 107 percent in the same year (Commercial Farmers Union of Zimbabwe
1998). The increasing cost of inputs forced many smallholder farmers to cut
investment, leading to an overall decline in total maize yields of 2.75 percent
despite an increase of 2.52 percent in total area farmed to maize in the 1990s.
This decline in yields stood in sharp contrast to the country’s first decade of inde-
pendence, when extensive state investment in smallholder agricultural produc-
tion led to increases in maize yields of 2.21 percent despite a small decline in
the total area dedicated to maize production (Smale and Jayne 2003, 49).

The tragic irony of the privatization and liberalization of Zimbabwe’s seed
industry is the fact that policies intended to promote agricultural production as
a mechanism for addressing rural poverty actually wound up exacerbating rural
poverty, undermining smallholder production, and reducing food security. Zim-
babwe’s pre-adjustment seed program illustrated the potential benefits of pro-
poor agricultural research accompanied by effective distribution channels. It
also demonstrated the important role the state can play in guaranteeing national
food security.

The Promise of Agricultural Biotechnology

Despite its diverse causes, the contemporary global food crisis has been presented
as a development that necessitates a rethinking of the potential benefits of agri-
cultural biotechnology. Indeed, for its proponents, increasing food prices give
reason to pause and reconsider consumer resistance to the technology. Biotech-
nology potentially represents a relatively straightforward technical fix to the
problem of higher food prices. Technological innovation may, for example,
allow farmers in the developing world to grow higher-yielding crops under less
favourable conditions in shorter growing seasons. The combined impact, it is
hoped, would be a dramatic increase in total yields, paralleling similar advances
that took place in the 1960s during the Green Revolution.
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The success of Zimbabwe’s seed-breeding program suggests that the devel-
opment of new plant varieties may indeed represent a boon to agriculture. Cer-
tainly the Green Revolution demonstrates the technical possibilities. According
to the International Food Policy Research Institute, rice and wheat yields dou-
bled as a result of the Green Revolution (IFPRI 2002, 2). However, as with all
technical and economic changes, the benefits were not evenly distributed across
society. Indeed, in some instances, the Green Revolution increased social, polit-
ical, and economic inequalities and resulted in profound negative externalities
in the environment. As Middendorf et al. caution, “The Green Revolution pro-
vides an important lesson with respect to the application of new agricultural
biotechnologies: the ideology of inevitable technological progress excludes
consideration of the distributional and environmental consequences of such
efforts” (Middendorf et al. 1998, 93-94).

A study by the FAO similarly concludes that the higher yields resulting
from the Green Revolution were accompanied by a number of unintended con-
sequences, including a concentration of land ownership, a shift in the gendered
dynamic of agricultural production against women, increasing inequality between
early and late adopters of seeds and other inputs, and loss of biodiversity (FAO
2001, 7).

The unintended consequences arising from the Green Revolution are likely
to be exacerbated by the Gene Revolution. Unlike the Green Revolution tech-
nologies, which were developed by nonprofit researchers and distributed largely
through governmental networks, the current Gene Revolution is largely a pri-
vately funded, for-profit endeavour. This may be an appropriate model in the
global North, where commercial, capital-intensive agriculture has been the
norm for quite some time. But for the vast majority of smallholder farmers in
the global South, these capital-intensive farming methods make little sense.
Adoption of capital-intensive farming technologies in the global South would
likely result in the replication of patterns of socio-economic inequality that fol-
lowed the Green Revolution. This is a real concern, as even the Syngenta Foun-
dation concedes:

In a socially and politically defective setting [biotechnology] can hardly bring
about improvements in the condition of the poor. Where land ownership and ten-
ancy systems, access to extension services, credit, marketing channels, as well
as new technologies are governed by a socio-political power structure that
favours only a small minority technological progress cannot possibly be neu-
tral in its impact....In short, the developmental impact of recombinant genet-
ics and biotechnology is only as good as the socio-political soil in which they
are planted. Any technical advance, progress in genetics included, can only
benefit those who understand the technology and are able to apply it. Every
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restriction on access, be it lack of schooling, or feudal power structures, can
have the effect of aggravating income disparities—pronouncedly so when the
technology is very potent. Unless social reforms are introduced and reinforced
with supportive measures that also enable the middle and lower strata of soci-
ety to gain their share step by step, technological innovations actually work
against the goal of breaking down inequalities. (Syngenta Foundation 2002)

Syngenta correctly recognizes the possibility of increasing inequality as a result
of the adoption of agricultural biotechnology. But while Syngenta is correct to
acknowledge the problems of “restrictions on access,” it incorrectly places the
primary responsibility for the problem on the predatory state. More accurately,
the most important restriction on access to any technology is not the preda-
tory rule of the state but the natural functioning of the market. The central
objective of any market is the allocation of scarce resources (land, credit, tech-
nology, inputs, and so on) to particular groups based on an arbitrary measure
of worthiness (money).

Further complicating the question of adoption is the direction of research.
Much has been made of the potential of biotechnology to result in the creation
of new crop varieties more suited for local growing conditions in the develop-
ing world. Particular emphasis has been placed on crops engineered for higher
yields, greater stress tolerance (cold tolerance, heat tolerance, drought tolerance,
saline tolerance), improved nutritional content (Golden Rice, high-protein cas-
sava), and other benefits (malaria-vaccine bananas and cassava). Such crops
may indeed bring real benefits. But the current generation of commercially avail-
able biotechnology is concentrated in just four crops (corn, soy, cotton, and
canola) and two traits (herbicide tolerance and drought resistance) (James 2007).

The concentration of research in particular crops and traits is largely a reflec-
tion of the commercial focus of the research. The current generation of research
in agricultural biotechnology is directed by the private sector, and there is little
reason to believe that the private sector has significant interest in developing
crops specifically targeted for smallholder farmers in the global South. We are
far more likely to see meat genetically engineered to be lower in calories or cho-
lesterol than we are to see drought-tolerant cassava. This should not be a surprise;
private sector research is market-driven and highly responsive to consumer
demand. Demands unable to be expressed through the market (such as those of
smallholder farmers with little money to purchase new seed every year) are
unlikely to receive any significant attention from private-sector research. In this
sense, reliance on the market for the development of new crop varieties for poor
farmers mirrors the failure of pharmaceutical companies to direct research into
so-called “neglected diseases.” As Trouiller et al. observe, “Today’s R&D-based
pharmaceutical industry is reluctant to invest in the development of drugs to
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treat the major diseases of the poor, because return on investment cannot be
guaranteed. With national and international politics supporting a free market-based
world order, financial opportunities rather than global health needs guide the
direction of new drug development” (Trouiller et al. 2001, 945).

Just as in the case of limited pharmaceutical research into neglected tropi-
cal diseases (Burri 2004; Manderson et al. 2009), the limited research in crop vari-
eties of particular utility to smallholder farmers is not primarily a function of the
technology itself but rather of the commercial focus of profit-driven research.
The state thus has a role to play. But in Zimbabwe, the historical climate asso-
ciated with neo-liberalism eviscerated the state. Government budgets were
slashed, and plant breeding increasingly fell under the nearly exclusive purview
of the market. Despite important advances made by plant breeders, national seed
systems across the global South were privatized in the 1980s and 1990s under
the belief that the market would be more responsive to farmer demand. And it
was responsive to farmer demand but not to the demand of all farmers equally.

At its best, technological innovation has the potential to address the real
problems faced by smallholder farmers, assuming that this research is directed
in a pro-poor direction. But private research is rarely targeted at the poor, espe-
cially those in rural areas, the population most at risk. Research on traits
demanded by smallholder farmers must proceed, but cautiously, cognizant of
unintended consequences associated with technological change. At its worst, the
emphasis on technological solutions to the global food crisis represents the
type of anti-politics decried by Ferguson’s analysis of development in Lesotho;
a depoliticization and dehistoricization of the current crisis (Ferguson 1990).

Conclusion: Governance and Decommodification

Writing of the 1940s, Karl Polanyi noted the dangers associated with the “com-
modity fiction”—the treatment of land, labour, and money as commodities pro-
duced for sale on the market. Polanyi lamented the destructive impulse of such
a system, noting,

To allow the market mechanism to be sole director of the fate of human beings
and their natural environment, indeed, even of the amount and use of purchas-
ing power, would result in the demolition of society. For the alleged commod-
ity “labor power” cannot be shoved about, used indiscriminately, or even left
unused, without affecting also the human individual who happens to be the
bearer of this peculiar commodity.... Robbed of the protective covering of cul-
tural institutions, human beings would perish from the effects of social expo-
sure; they would die as the victims of acute social dislocation through vice,
perversion, crime, and starvation. Nature would be reduced to its elements,
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neighborhoods and landscapes defiled, rivers polluted, military safety jeopard-
ized, the power to produce food and raw materials destroyed. Finally, the mar-
ket administration of purchasing power would periodically liquidate business
enterprise, for shortages and surfeits of money would prove as disastrous to
business as floods and droughts in primitive society.... But no society could stand
the effects of such a system of crude fictions even for the shortest stretch of
time unless its human and natural substance as well as its business organization
was protected against the ravages of this satanic mill. (Polanyi 1957, 73)

Polanyi’s purpose was to analyze the constant struggle between market regu-
lation and state regulation—a struggle played out though the double move-
ment. Ultimately, the solution to the problem of the commodity fiction centred
on recognizing the unique nature of fictitious commodities.

While Polanyi never dealt explicitly with food as a commodity, a com-
pelling argument could be made regarding the unique nature of food. Indeed,
over the past thirty years, the guarantees for food security have increasingly
become the purview of the market. Structural adjustment and privatization
resulted in the transfer of responsibility for food security in general (and seed
production in particular) from the state to the market—a process I term the
marketization of food security. Even where the state was able to provide high-
quality, low-cost seed to small farmers, as was the case in Zimbabwe, the drive
for small government and greater efficiency resulted in the dismantling of seed
systems and an introduction of the market logic of production into seed networks.
The result, as noted above, was the development of a two-tiered seed system
under which farmers who could express demand through the market contin-
ued to receive high-quality seed developed using novel techniques in molecu-
lar agricultural biotechnology and distributed through commercial channels,
while the needs of smallholder farmers who could not afford to purchase com-
mercial seed were essentially ignored.

The alternative to the commodity fiction and the marketization of food
security may rest in the moral economy. As articulated by economist E.P.
Thompson, the “old moral economy of provision” emphasized the common
well-being of society, which placed limits on the operation of the market
(Thompson 1971). The moral economy model outlined by Thompson thus pres-
ents an important counter to the logic of the market.

Perhaps food is unique among commodities in that it is fundamentally nec-
essary for human existence. In this respect, any solution to the current food cri-
sis should begin with the premise that food should not be subject merely to
regulation of the market; that food security should be a central goal of state
policy. Technological innovation has a role to play in expanding agricultural pro-
duction. The market, too, has an important role. But relying solely on techno-
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logical innovation, particularly market-based innovation, misunderstands the
social context and historical realities of the current crisis. Getting the politics,
sociology, and economics right is just as important—perhaps more important—
than getting the prices right.

Notes

1

10

China’s growing middle class is often added to the equation, suggesting that the new middle
class in China and India account for the bulk of the price increases. Daryll Ray offers a force-
ful counter-argument to this assertion (Ray 2008).

There were, to be certain, problems with grain marketing boards in Africa. But a study by
Lele and Christiansen concludes that the major problems normally associated with market-
ing boards were the result of their undercapitalization and over-extension (Lele and Chris-
tiansen 1989). At a minimum, it should be recognized that some agricultural sub-sectors,
particularly those high-volume, low-priced commodities grown in marginal and remote
regions, are often unattractive to private traders (Gibbon, Havnevik, and Hermele 1993).

It should be noted that Northern farmers still benefit from these types of floor prices intended
to mitigate against market fluctuations and uncertainties associated with agricultural pro-
duction.

Vincent Gwarazimbaincent, General Manager of Zimbabwe Seed Trade Association. Inter-
viewed by the author, Harare, 3 April 2001.

The Seed Maize Association was originally founded in 1940 with the purpose of producing
seed for its members. The SMA centralized seed multiplication, which historically had been
done by individual members, thus providing economies of scale in seed production and free-
ing its members to focus on production of maize for the market. In 1979, it was renamed
Seed Coop, which became Seed Co after the introduction of structural adjustment in 1991.
In the face of the collapse of agricultural production in the early 2000s, the Government of
Zimbabwe rescinded its longstanding prohibition on the sale of open-pollinated varieties of
maize, which had remained under cultivation in some parts of the country despite the official
ban.

Anthony Mashiringwani, Seed Breeder, Department of Research and Specialist Services,
Ministry of Lands and Agriculture, Government of Zimbabwe. Interviewed by the author,
Harare, 27 April 2001.

Ibid.; Barry McCarter, General Manager, Seed Co. Interviewed by the author, Harare, 24
May 2001.

In an effort to expand the number of seed-line varieties under research and cultivation, Seed
Coop established the Rattray Arnold Research Station outside Harare in 1973. Funded by
Seed Coop, the station operated in cooperation with (but independently from) government
research and breeding programs. The station was intended to complement government
research efforts.

In the 1990s, Seed Co developed production facilities in Botswana, Malawi, Mozambique, and
Zambia, and operated facilities in South Africa through a joint agreement with
Syngenta. It also regularly exported seeds to Swaziland, Tanzania, Kenya, Cameroon, Angola,
and the DR Congo (McCarter interview 2001; Seed Co 2001).

Prior to the introduction of structural adjustment, inflation averaged approximately 13.4 per-
cent per year (between 1980 and 1990). Following adjustment, inflation increased to 26.7
percent between 1991 and 1995, and soared to 40 percent between 1995 and 1997.
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A Stronger Global Architecture for
Food and Agriculture

Some Lessons from FAO’s History
and Recent Evaluation

Daniel J. Gustafson and John Markie

he introductory note to the joint Centre for International Governance

Innovation—International Food Policy Research Institute workshop on
International Governance Responses to the Food Crisis that led to this volume
states that:

It has become apparent that the international governance framework for food
and agriculture of the last 50 years has failed to provide a sustainable food sup-
ply that is accessible to all. In the midst of this food price volatility, global lead-
ers are seeking ways to reform the global governance of food in ways that will
improve the global food system’s ability to avoid future food crises.

Although the institutional infrastructure over the past half-century has gener-
ally succeeded in keeping food production abreast of demand, it has not been
available to all, and an unconscionable number of nearly a billion people remain
food insecure. Furthermore, recent experience highlights the fact that food sup-
plies cannot be taken for granted and that national-level policy decisions, in
addition to the functioning of the markets, can have destabilizing global impacts
on prices and access to food well beyond their borders. Eliminating hunger is
an area where we need to subordinate short-term national interests to broader
global objectives. Reaching consensus on an appropriate framework to facili-
tate this is among the key challenges of international governance reform.

The need for a shared vision and agreement on global responses to problems
that transcend national decisions led to the creation and subsequent evolution
of the United Nations. The role of UN agencies in addressing global hunger
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remains a critical part of the food and agricultural governance reform agenda.
This requires a balance between the interests of individual member country
governments and common global-level objectives that are acted upon through
UN bodies. Significant challenges within UN organizations include matching
their mandates and means with the members’ directives and the need to incor-
porate technical expertise and the evolving global knowledge base that is
required to inform policy and program development.

The parallels between today’s discussions and the dilemmas facing the
founders of the international system are striking. The origins, experience in ear-
lier food crises, and current reform of the UN Food and Agriculture Organization
of the United Nations (FAO) provide a useful backdrop in examining these issues
and can help to shed light on promising options for the future. The experience of
FAO, and its place within the international food and agriculture governance sys-
tem, highlights that we need to go forward on the basis of both vision and real-
ism regarding the constraints to collective decisions and actions. This was true in
1945 when FAO was founded and is equally true now. FAO experience demon-
strates the need for participation and buy-in by national governments and the
recognition of the greatly expanded set of actors today. History since 1945 also
illustrates the challenge of obtaining coherence in the overall system within a
context of great swings up and down in the attention given to problems of agri-
culture and world hunger.

The Early Years: Parallels and Lessons

A striking similarity between 1945 and today is the vision of a hunger-free world
and the difficulty reaching consensus on practical ways to achieve it. The con-
cerns of those charged with a global response to food and agriculture problems
of the postwar world were, as now, production, distribution, consumption, and
trade, and the proposals called for an international architecture to deal with these
elements in an integrated fashion. Behind this was a vision of food security as
central to basic human dignity, economic development, and national and global
security. The focus of the architects was not primarily on boosting production,
although postwar reconstruction was, of course, a major concern, but rather on
“freedom from want” and the connection between agriculture, hunger, and devel-
opment. As the June 1945 General Report on The Work of FAO stated, “Free-
dom from want means the conquest of hunger and the attainment of the ordinary
needs of a decent, self-respecting life.... If this can be done within and among
nations by their separate and collective action, some of the world’s worst eco-
nomic ills, including hunger and extreme poverty will be on the way to extinc-
tion” (UN Interim Commission on Food and Agriculture 1945). That dealing
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with hunger was fundamental appeared obvious (Staples 2006, 86). The vision
was clear; reaching consensus on how to go about it was not.

The European food situation was in crisis (Judt 2005, 21), and drastically
reduced rice production in Asia added to the widespread malnutrition that had
already existed before the war. FAO produced a World Food Survey in 1946 that
highlighted the Great Depression’s twin problems of food shortages and the
renewed risk of unmarketable surpluses. In response, FAO’s director-general,
Sir John Boyd Orr, surveyed the existing organizations and found that a new
global mechanism was required “to provide a means of acting together, as well
as consulting together.” He proposed a World Food Board to deal with produc-
tion, distribution, and consumption (Staples 2006, 86).

The functions of the board would have been to (1) stabilize prices of agri-
cultural commodities on world markets, including provision of necessary funds
for these operations; (2) establish a world food reserve adequate for any emer-
gency that might arise through failure of crops in any part of the world;
(3) provide funds for the disposal of surplus agricultural products on special
terms to countries where the need is most urgent; and (4) cooperate with organ-
izations concerned with international credits for industrial and agricultural
development and with trade and commaodity policy (FAO 1946a).

The elements of the 1946 proposals, although not the single institutional
mechanism, look remarkably familiar. The 2008 “Comprehensive Framework
for Action” by the High-Level Task Force on the Global Food Security Crisis
contains proposals on food assistance and social protection, increased invest-
ment to boost smallholder food production, and trade and international food
markets (UN 2008). The 2008 G8 Declaration on Global Food Security echoed
the need for “acting and consulting together” and proposed “a global partner-
ship on agriculture and food, involving all relevant actors, including develop-
ing country governments, the private sector, civil society, donors, and
international institutions” (ibid.). Expanding long-term investment in agricul-
tural development and new mechanisms to ensure sufficient and timely food dis-
tribution are likewise central to the current debate on appropriate response to
the food crisis and are the focus of several chapters in this volume. The earlier
proposals for food reserves and a price stabilization mechanism are not so far
in basic concept from the options put forward by Joachim von Braun and
Maximo Torero of the International Food Policy Research Institute in their June
2008 paper “Physical and Virtual Global Food Reserves to Protect the Poor
and Prevent Market Failure.”

In 1946, these early proposals were taken up by FAO’s member countries
at the FAO Conference in Copenhagen. The Danish host called on the confer-
ees to “let the world see that we are strong-hearted, far-sighted and wise enough
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to jointly lay what may become one of the great cornerstones of a sounder, hap-
pier and better world,” but the comment by S.M. Bruce, the Australian repre-
sentative (who had earlier experience with of the League of Nations on food and
nutrition problems) that “the ideals of FAO were easier to state than to trans-
late into actual accomplishment,” was ultimately more accurate (Staples 2006,
90). The Conference unanimously adopted a resolution accepting the general
objectives of the proposal and established a preparatory commission to submit
recommendations regarding the necessary machinery (FAO 1946b).

The practicality of what would have been an international food marketing
board, combining responsibilities on food distribution and credit for long-term
agricultural growth was perhaps no greater in 1945 than today. The US State
Department and the British Cabinet both objected to the specifics. The United
States found the proposals “not only ‘impracticable’ but ‘inimical to [Amer-
ica’s] international trade policy’”’ (Staples 2006, 88). The United Kingdom, a large
food importer at the time, was concerned about the potential rise in international
food prices but sought a practical middle way.! Others saw trade issues as belong-
ing to the (likewise stillborn) International Trade Organization,? or to the juris-
diction of the UN Economic and Social Council (ECOSOC) (ibid., 91-92).

More critical perhaps was the lack of conviction regarding the role of agri-
culture in development. The commission set up a joint committee on industrial
development that argued that industrial development was in greater need of
international cooperation than agriculture, which in any case already had suf-
ficient funding. In the end, the preparatory commission recommended the cre-
ation of a World Food Council within the auspices of FAO and emphasized
industrial development, full employment, and self help (ibid., 94). Attention
on the food crisis waned,? and other global crises intervened at the start of the
Cold War. In this era, plans for industrialization and import substitution as the
best development path gained prominence. The preparatory commission’s rec-
ommendations were never enacted, and at the next FAO Conference in Geneva,
the members decided to keep FAO’s budget at US$5 million and imposed a
stricter program and budgetary review process that took some initiative away
from the director-general and the secretariat (Staples 2006, 94).

In frustration, John Boyd Orr resigned from FAO in April 1948 but went on
to receive the 1949 Nobel Peace Prize for his “great work in the service of
mankind” and efforts to combat hunger. As Gunnar Jahn, chairman of the Nobel
Committee, put in his presentation speech, “The World Food Board, which was
to be invested with strong executive power, never became reality. It was too big
a step to be taken all at once” (Jahn 1972). FAO, in turn, went on with a stronger
emphasis on technical assistance and provision of what would now be called
“global public goods and services,” including early priorities of rinderpest erad-

e



02 _Clapp.gxd:clapp DESIGN.gxd 9/16/09 3:3é$§M Page 183

A Stronger Global Architecture for Food D.J. Gustafson and J. Markie 183

ication, locust control, rice technology, and international agriculture statistics.
The experience and outcomes of the early deliberations shaped the evolving
contours of both FAO and international governance of food and agriculture.
Member countries shared a vision of the noble objective of combatting hunger
and poverty but lacked consensus on how international institutions should
play a practical role in this regard, particularly where this objective may
impinge on trade or other national interests. They endorsed FAO’s broad man-
date and the need for an integrated approach to the crisis but did not agree on
an integrated solution. Also evident were inevitable tensions between member
countries and the secretariat, disagreement among members over priorities for
the organization, and limited core resources to carry out what remained very
ambitious objectives set by the membership.

The Evolving Context of Governance and Public Goods in
Global Food and Agriculture

Although FAO was not accorded the powers that would have been vested in a
food board, it was constituted with a mandate for the entirety of global food and
agriculture. Indeed, except for the UN Security Council, none of the emerging
architecture of the UN system was accorded such powers in areas of global
governance as would have been vested in a food board. This is not to suggest
that the FAO constitution did not place responsibilities on its members, in par-
ticular for disclosure of information on their food and agriculture situation, the
basic building block for any moves toward global policy coherence. It was pri-
marily for this reason that the former Soviet Union did not ratify its member-
ship in FAO, although it had participated in the preparatory process.* The
founding members similarly did not envisage FAO as the world’s stand-alone
organization on agriculture and food but rather as an organization that would
be part of a knowledge network or partnership engaged jointly in the produc-
tion, dissemination, and application of knowledge.’

For its first twenty years FAO held its wide mandate almost unchallenged.
In 1962 FAO and the United Nations established the World Food Programme
(WEFEP) to channel existing food surpluses in the developed world productively
and to tackle emergencies. Then came the world food crisis of the 1970s, which
had many parallels with the present price volatility. Food surpluses, especially
in North America, had become taken for granted. In 1972, grain production fell
simultaneously in many producing areas and imports rose, in some cases dramat-
ically. Cereal prices more than tripled, and fertilizer prices more than quadrupled.
FAO carried out most of the preparations for the 1974 World Food Conference
designed to deal with this situation, but that conference also marked the first
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real questioning of FAO’s capacity to address adequately all aspects of its man-
date. This was a period during which response to issues was dominated by a
project concept and a tendency to create new mechanisms or institutions rather
than strengthen existing ones, a tendency also apparent in national development
approaches where parallel activities of government departments became a norm.

The World Food Conference thus led to the founding of the International
Fund for Agricultural Development (IFAD) as a specialized lender for pro-poor
agricultural development. The UN General Assembly also established the World
Food Council (WFC) to provide political leadership under the auspices of
ECOSOC. The WFC, without technical capacity and paralleling the functions
of FAO’s governing bodies, was unable to develop this role and was suspended
in 1993, an almost isolated case of suppression of a body in the UN system. With
its demise, coherence on global policy and norm setting returned to FAO, with
the significant exception of agricultural and food trade.

With regard to trade, as mentioned above, the establishment of an Interna-
tional Trade Organization failed, but in the parallel discussions for a trade treaty,
the General Agreement on Tariffs and Trade (GATT) was agreed in 1947. GATT
was not primarily concerned with agricultural products until the Uruguay Round
of trade talks (1986-94), which also established the World Trade Organization
(WTO). Following the Uruguay Round, global agreements on agricultural trade
clearly became the prerogative of the WTO.

Agricultural research similarly evolved. The first four international agri-
cultural research centres had been established largely by the Ford and Rocke-
feller foundations in the 1960s. These became federated into what is now the
Consultative Group on International Agricultural Research (CGIAR) System in
1971. FAO was one of the co-sponsors along with the World Bank and the
United Nations Development Programme (UNDP), but it rapidly became clear
that the main initiative was with the World Bank and the donors. Technical
agricultural research gradually slipped off the FAO agenda. Nevertheless, at
the beginning of the 1980s, FAO was the biggest of the UN specialized agen-
cies, with the largest technical cooperation program. This was also subject to
change however, as UNDP made major changes in its policies for support to tech-
nical cooperation through national execution and WFP established itself as an
autonomous program.

Finally, with the return of food surpluses, the realization of the importance
of the social sectors in human development, and growing attention to the envi-
ronment, agriculture slipped down the global agenda and with it, the perceived
importance to the world of FAO’s mandate. Along with the generalized decline
in donor and national government allocations to agriculture, total resources
available to FAO, not including emergency interventions, declined in real terms
by 31 percent between 1994 and 2005.
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The Current Reform and Renewal of FAO: Balancing Mem-
ber Countries’ Views, Expert Recommendations, and Man-
agement’s Perspectives

It is against this background of a growing number of organizations addressing
aspects of FAO’s mandate, and a diminished FAO, that in November 2004 its
member countries called for an independent external evaluation of the organiza-
tion. All members valued some of FAO’s services but almost all were also dis-
satisfied with its performance. Some of these members, especially among the
developed countries, undoubtedly assumed that the evaluation would conclude
on a further shrinking and concentration of activities in FAO. But by this time it
was also becoming clear that problems of food and agriculture were again rising
in importance on the international agenda, or at least were no longer in decline.
An immediate new world food crisis was not expected, but the underlying
fundamental issues in producing enough food to satisfy needs were becoming
very evident. These factors are now well known and discussed in more detail
elsewhere in this volume.® At the same time the role the productive sectors
must play in fighting poverty and, in particular, the extent of the dependence
of the poor on agriculture was coming back into focus. FAO’s mandate was
back on the map, but the big questions for the evaluation were to be: What
should be the role of FAO in fulfilling that mandate and what could be better
done by others? How could FAO cost-effectively do the things that it was to do?
Although the first calls for the evaluation came from the developed coun-
tries, the evaluation was discussed in depth and its scope and organizational
framework were designed with full participation by all the member countries
through meetings of FAO’s governing bodies. Members were also represented
in large part by their “permanent representatives” to FAO in Rome. The plan-
ning process took almost a year, and in November 2005, the members approved
the terms of reference for an Independent External Evaluation of FAO (the
IEE) as the basis for reform.” This process led to a sense of ownership of the
evaluation by the global membership, although within a framework that ensured
the independence of the evaluation from both management (i.e., FAO’s secre-
tariat) and the governing bodies.® This was an evaluation called for, designed,
driven, and owned by the membership of FAO. Although not imposed on the
management, which welcomed the evaluation, neither was it co-owned by man-
agement, with negative as well as positive implications, as discussed below.
Several important aspects marked this evaluation as different from other
reform panels, reviews, and evaluations in the UN system. It was the first to
address the entirety of a major organization; all aspects of FAO were evaluated,
not just the workings of its secretariat. In particular, the role and functioning of
its governing bodies and FAO’s role in achieving global policy coherence were
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evaluated. Second, it was designed to be an evidence-based formative evalua-
tion, examining the emerging global context and, in the light of this, the needs,
relevance, effectiveness, and efficiency of FAO, with a view to proposing solu-
tions. It was not designed primarily to pass judgment on past performance but
to draw on evidence-based findings to chart a road forward.

Equally important, the evaluation was not contracted to a consultancy firm,
a move most members thought would have led inevitably to a bias in favour of
Organization for Economic Co-operation and Development (OECD) countries,
but rather was undertaken by a team selected on the basis of technical compe-
tence, with regional and gender balance. The evaluation was followed by a
committee of the Governing Bodies, with tightly drawn terms of reference, as
a guarantor of process and evaluation standards, but with no voice in the eval-
uation itself. Finally, the evaluation was adequately funded, with a budget of
some US$8 million for the entire process, including preparation and immedi-
ate follow-up agreement on the recommendations.

The evaluation was conducted over a period of a year and a half and was
divided into four main components: (1) The technical work of FAO; (2) man-
agement organization and administration; (3) the governance of FAO and FAO’s
role in global governance; and (4) FAO’s role in the multilateral system. Stan-
dard evaluation tools were applied, including:

 review of existing evaluation and other evidence-based information on
FAQO’s performance;

* preparation of an inception report for discussion, detailing how the eval-
uation would be implemented and with an initial identification of major
issues for study;

 review of the academic literature and proposals made by a variety of
stakeholders, including the non-governmental sectors;

* a set of country case studies;

* aseries of surveys and technical papers by disciplinary specialists;

» comparisons with other organizations;

* benchmarking to best practice;

« statistically analyzable questionnaires to stakeholders; and

* participatory focus groups and individual interviews with stakeholders.

The independent external evaluation report “FAO: The Challenge of Renewal”
stated its principal conclusion for FAO as reform with growth. It was quite crit-
ical: “The Organization is today in a financial and programme crisis that imper-
ils the Organization’s future in delivering essential services to the world....FAO’s
efforts are fragmented and its focus is on individual components of its vast
challenge rather than the full picture.... The Organization has been conservative
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and slow to adapt.... FAO currently has a heavy and costly bureaucracy” (FAO
2007).

It went on to say that “the evaluation has concluded unequivocally that
the world needs FAO and also that the problems affecting the Organization
today can be solved.” It found that FAO plays a unique role by combining the
technical underpinning for informed and comprehensive global policy devel-
opment in the areas of food, agriculture, forests, and fisheries and the forum
for members to deliberate these policies. It further continued, “As a knowledge
organization, FAO’s job is to support Members in ensuring that the needs of
the world in its areas of mandate are fully met—not necessarily to undertake
each task itself” (ibid.). The evaluation concluded that FAO’s role was essen-
tial to the global architecture and could be fulfilled by no other organization
in areas including:

* keeping hunger, food, and agriculture on the global agenda as the world’s
attention flicks from one emerging crisis and quick fix to the next;

 developing global policy coherence and norms to address the issues;

+ ensuring that the interests of the agricultural sector, the hungry, and the
rural areas are not forgotten in global governance discussions from the
environment to trade;

« information and statistics, including early warning, where FAO remained
the most comprehensive source;

+ drawing access to knowledge together for integrated application (techni-
cal, economic, social);

« facilitating coherence of action at country, sub-regional, and regional lev-
els and continuing its technical advice and capacity building in areas of
comparative advantage (technical areas were analyzed in some detail);

» mobilizing and facilitating coordinated action in food and agricultural
emergencies; and

* identification of emerging issues.

The evaluation made over one hundred recommendations for institutional change
to be incorporated into an immediate plan of action for FAO renewal. Upon
receiving the report, the member countries established a committee of the whole
to examine the recommendations and develop the action plan. This process
led to a three-year Immediate Plan of Action (IPA) that converted the great
majority of the IEE recommendations into actions and drew up an implementa-
tion budget. The plan was approved by a special session of the FAO
Conference in November 2008, just twelve months from the receipt of the eval-
uation report by the FAO Conference in November 2007. It is regarded as the most
far-reaching set of reforms to be agreed for any major multilateral organization.
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Implementation of the Plan of Action has now passed to FAO management,
with systematic reporting to the membership. A Reform Support Group has
been set up to coordinate the implementation of the IPA and other more detailed
aspects, including the “root and branch” review of management and adminis-
trative processes, a results-based management framework, and 360-degree per-
formance evaluations. A Culture Change Team was also constituted with
representatives from across the organization to help, as the FAO launching
memo put it, “catalyse a process of culture change, identifying areas that need
improvement through a truly interactive process, relying on the views and per-
spectives of staff at large throughout the Organization.”

Reform has made a very positive start, but judgments on the impact or the
extent to which reforms are implemented are premature and will follow at a later
date. These reforms will depend on the internal and external capacity for change
and on the budgets provided by the membership. FAO functions as a partner
within the multilateral system, and parts of the renewal agenda depend not only
on FAO but on other bodies as well. Other bodies will need to accept that FAO
governing bodies and the secretariat have a legitimate voice on these global
issues. So was it worth the cost? The response must be a clear yes. This was the
first comprehensive evaluation and design of a renewal package in FAO’s sixty-
year history. The organization expends some US$1 billion per year, and even
amarginal improvement in its effectiveness as a result of the process would be
a very high return on investment.” Equally important, however, are the larger
lessons and implications for institutional innovation to deal with the hunger
crisis and challenges of food and agriculture in the twenty-first century.

Drawing Lessons from the FAO Experience

Lessons and Implications for Institutional Reform of the
Component Parts of the System

The FAO experience illustrates the need for buy-in and ownership by national
governments, and for consensus among members within the UN system, par-
ticularly between OECD members and the Group of 77 developing countries
(G77). The FAO reform process was led by member countries, and this was
essential to its ownership by national governments. This intensive involvement
contributed to a positive spirit of working together for solutions across the
OECD-G77 groupings seldom seen in the multilateral system. It also resulted
in a commitment by members in 2007 for an FAO budget that for the first time
in many years maintained purchasing power.

It was important that the FAO reform package was underpinned by an eval-
uation that was not only adequately resourced, professional, and independent
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but was seen to be these things. The greater the extent to which political deci-
sion making is informed by evidence-based analysis, the greater the possibil-
ity for agreement on solutions, and that those solutions will be both relevant and
implementable.

It was critical that the external evaluation fed into a decision process agreed
by member countries but that also had management involvement and accept-
ance. Important contributions to the formative review came from academic
analysis and the ideas of non-governmental actors and experts, but these had
to be weighed against political and institutional realities. The evaluation was an
input to assist decision making by governments in the FAO Conference, not a
substitute for that decision making. While management did not have a signif-
icant input in identifying issues, the evaluation itself recommended that the
immediate plan of action should be developed jointly by management and the
governing bodies. Although this did not happen immediately, the committee
established by the FAO Conference gradually drew management into the process,
and management became positively engaged.

From the beginning of the organization, there was recognition that food
and agriculture problems cover a wide range of interrelated issues and require
an integrated solution. A broad mandate for FAO is necessary; the dilemma
both then and now has been to define realistic priorities and resources to carry
them out. The FAO reform process illustrates how the competing views and
interests of member countries, management, and external technical expertise can
be combined. This is clearly important, but as the original architects of the sys-
tem and the FAO evaluation recognized, it is only part of an integrated solution.

Implications and Lessons for Reform of the Overall System

Because of global attention given to the recent food crisis, there has perhaps
never been a better time to make progress on change in international governance
in order to reduce hunger and avoid repeated crises and repetition of what we
have witnessed. Reform and adaptation of the components of the food and agri-
culture system are clearly not sufficient. As Mohammad S. Noori-Naeini, chair-
person of the FAO Council, said in his presentation of the Immediate Plan of
Action for FAO Renewal to the FAO Conference in November 2008:

Many of the key players have now had comprehensive evaluations, including
in addition to FAO, IFAD and the CGIAR system of international agricultural
research centres....Most of the basic architecture is in place....But, despite the
best efforts of all, the recent evaluations demonstrated that the international
system, your international system, is not working as a coherent whole. The
number of the world’s poor and hungry continues to grow instead of decreas-
ing in line with the World Food Summit and Millennium Development Goals.
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Thus my call to you now in the interests of all, but particularly those poor and
hungry, is to make the necessary assessments and act swiftly to develop the
coherence of the totality of the multilateral system to develop food and agricul-
ture. (FAO 2008)

Achieving this change will require, as the 1945 architects of FAO put it, “sepa-
rate and collective action” (UN Interim Committee on Food and Agriculture
1945). Effective policies and programs at the national level are essential and
often missing, but achieving appropriate collective action remains a daunting chal-
lenge, particularly where this calls for subordination of short-term national inter-
ests to larger global objectives. The idea of a single institution in the form of a
World Food Board was rejected in 1946 and never resuscitated. Nevertheless,
the current moves toward a more integrated international architecture start from
a promising base. The UN Secretary General’s food crisis task force of senior
officials in the UN system and Bretton Woods Institutions has completed its ini-
tial work, and there is progress by the Rome-based agencies in developing a
common strategy (FAO, IFAD, and WFP). The CGIAR system is deeply engaged
in its own reform process. Civil society organizations have also been very active
in synthesizing diverse perspectives and getting their views on the table.

As the early experience illustrates, agreement by national governments on
both the vision and practical measures to achieve it are required. Dealing with
the longstanding hunger crisis will require that the concern expressed by many
countries and stakeholder groups grows into a coherent demand from the major-
ity of countries and their governments. It cannot be undertaken at the sole ini-
tiative of one group, for example, the G8, but may be catalyzed by such a group.

Strong and enlightened leadership is required, as well as sustained finan-
cial and political commitment. In addition to political leadership, however, it
is clear that political will to tackle hunger is not often sustained spontaneously.
The moral pressure for input into collective action that rises above the short-
term national interests of the developed countries generally comes from civil
society. Recent successes by the Jubilee Campaign of 2000 to diminish devel-
oping country debt and the movement to ban land mines show that this can be
done. As expressed by other authors in this volume, the collective work and
voices of myriad civil society organizations are an equally important part of the
necessary international response framework.

Experience also indicates that further fragmentation of the system through
the creation of additional institutions should probably be avoided. Instead, man-
dates, capacities, and mechanisms should appropriately be extended within the
existing overall institutional architecture. Member countries will need to coor-
dinate their positions internally and assert their vision for competing institutions,
as the executive heads cannot be relied upon to spontaneously and rigorously
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integrate their work. Just as in the FAO evaluation, decisions on reform and
strengthening of the international institutional architecture must be underpinned
by an overall evidence-based analysis, drawing on existing evaluations of indi-
vidual institutions and placing this in the global context. Such a balanced analy-
sis will draw on ideas and evidence from all sources, confront the realities of
each institution’s current performance, and assist to catalyze and feed the polit-
ical process by governments.

Just as in 1945, our world needs a coherent, relevant, and practical multi-
lateral system and response to ensure that hunger will be abolished, that agri-
culture, forests, and fisheries will play their role in environmental sustainability,
including addressing climate change, and that agriculture will make a contri-
bution to lifting people out of poverty and ensuring economic growth. Just as
in 1945, the world faces many competing challenges and there is a recognition
that some solutions can only be obtained multilaterally. As in 1945, the world
today recognizes that its hunger crisis requires sound international action. Unlike
1945, there is no Cold War developing, and although the current financial cri-
sis and recession mean there are scarce resources, this is nothing like the scarcity
or the devastation of national economies following World War II.

As in the 1970s, there is recognition that global governance and the provision
of global public goods and services for food and agriculture need to be substan-
tially strengthened. Unlike the 1970s, the emphasis is on enhancing the existing
architecture and drawing existing institutions together, including a vastly expanded
and active civil society and organizations engaged at the interface with food and
agriculture in trade and the environment. We need to build on this rich experience,
driving forward the political will to reach global objectives in this time of both
challenge and opportunity. This is not an easy task but it is imperative.

Notes

1 According to Staples, the “British Cabinet sought a ‘severely practical but positive and con-
structive middle way,” implementing those aspects of the proposals it thought beneficial and
discarding Orr’s ‘extravagant and vague’ formulations” (Staples 2006, 91-92).

2 A preparatory committee was established in 1946 to prepare the charter for an international
trade organization, which was agreed in Havana in March 1948. The charter, however, was
not ratified by key countries, and when the US government announced in 1950 that it would
no longer seek ratification by Congress, the prospect of an ITO ended.

3 The food situation in Europe did not improve for several years, however, and Judt reports
that “in French opinion polls taken in 1946, ‘food,” ‘bread,” ‘meat’ consistently outpaced
everything else as the public’s number one preoccupation” (Judt 2005, 86).

4 The Russian Federation as successor state to the USSR assumed its membership in FAO in
2006.

5 As the 1945 document put it, “Knowledge about better production methods, better process-
ing and distribution, and better use of food is a first step.... How to get it put into practice on
the necessary scale is the problem.... To surmount these difficulties will call for all the
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wisdom and will that nations, acting by themselves as well as through FAO and other inter-
national organizations, can muster” (UN Interim Commission on Food and Agriculture
1945).

6 Some 1 billion people are badly malnourished today, and there will be a further 50 percent
rise in the world’s population by 2050. Added to this challenge are climate change, alterna-
tive uses of land and water, increased use of cereals for animal and fish production, more
waste in food use with rising incomes, competition for agricultural products as an energy
source, and a decline in the pace of productivity gains from technical innovation.

7 At the same time, FAO’s governing body also approved an initial series of internal reforms
proposed by the director-general.

8 Technical and administrative support to the process was provided by the FAO Evaluation
Service, which has a dual line of reporting to the governing bodies and management, and
functions with a high degree of independence.

9 The evaluation and design of the reform package had a direct cost of some US$ 8 million.
The cost of the implementation of the three year Immediate Plan of Action is estimated as
USS$ 22 million for the first year of implementation. Cost savings will materialize in follow-
ing years due to efficiency gains and savings in technical areas are planned to be immediate-
ly reapplied to technical work thus increasing impact but not appearing as a saving. If the
total investment directly attributable to the renewal package was estimated to be US$ 50 mil-
lion, this would still only constitute some 5 percent of FAO expenditure for a year.
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CHAPTER 14

—

Improving the Effectiveness of US Assistance
in Transforming the Food Security Outlook
in Sub-Saharan Africa

Emmy Simmons and Julie Howard

The global food-price crisis of 2007-08 brought home the dramatic implica-
tions of two decades of world neglect of agricultural development. Consumers
in many developing countries suddenly found themselves unable to find—or
afford—the foods they needed. Spiking prices sparked instability and civil unrest
in nearly forty countries in early 2008. Many of the outbreaks were in sub-Saha-
ran Africa, a region that, since the 1980s, has increased its imports of foodstufts
significantly, responding both to the demands of a growing population and lagging
regional agricultural growth (World Bank 2008a; World Bank 2008b). While agri-
cultural productivity has risen in several countries since 2000, increases have not
been high enough to reduce imports or to improve food security substantially. The
Food and Agriculture Organization of the United Nations (FAO) estimated in 1996
that some 186 million people in sub-Saharan Africa did not consume enough calo-
ries to provide the energy needed to live an active and healthy life. In 2008, the
comparable figure was 263 million (FAO 2008).

The US and Other Donors Have Emphasized Humanitarian
Responses

Humanitarian assistance—principally food aid—has been an important short-
term donor response to Africa’s rising food insecurity. Africa’s share of total
humanitarian assistance provided by members of the Organization for
Economic Co-operation and Development (OECD) grew from 31 percent in
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1995 to 46 percent in 2006 (Development Initiatives 2008). The volume of
such assistance rose every year between 1998 and 2005. Food aid is the largest
single component of humanitarian assistance, and sub-Saharan Africa is the
primary recipient (OECD 2009). In 2007, the World Food Programme (WFP)
directed more than 72 percent of total WFP food assistance (worth approxi-
mately US$2.2 billion) to the region (WFP 2008). The United States remains
a key source of food aid, having provided nearly half of all global supplies
through both multilateral and bilateral channels since 1990 (WFP 2009). US
funding for food aid has averaged approximately US$2 billion per year since
2001. In 2007, 74 percent of US Title I emergency food aid and 47 percent of
Title II non-emergency food aid resources were allocated to sub-Saharan Africa
(USAID 2008).

Meanwhile, donor investments in agricultural development have declined.
From 1990 to 2007, bilateral aid programs directed fewer than 5 percent of
their assistance resources to the agricultural sector (OECD 2009). The trend
has been strongly downward, falling to less than 3 percent of total official devel-
opment assistance in 2006. Traditional US assistance for agricultural develop-
ment in sub-Saharan Africa from the US Agency for International Development
(USAID) averaged just US$324 million annually during 2000—04. When assis-
tance from other US government programs and US contributions to multilat-
eral organizations are included, the total rises, but remains less than US$500
million per year (Taylor and Howard 2005).

Total US bilateral agricultural development assistance for sub-Saharan
Africa increased from an estimated US$408 million in 2004 to an estimated
US$720 million in 2008, but the gain in bilateral assistance was due almost
entirely to commitments made by the US Millennium Challenge Corporation
(MCC) (Taylor 2009). The MCC was first established in 2004, but by 2008 it
had committed more than US$1.8 billion to agriculture-related investments in
nine countries in sub-Saharan Africa, specifically Benin, Burkina Faso, Cape
Verde, Ghana, Madagascar, Mali, Mozambique, Namibia, and Tanzania (MCC
2009). These commitments were shaped in response to proposals from African
governments and focused heavily on agriculture, agriculture-related infrastruc-
ture, and other economic growth investments. However, the outlook for future
investment is uncertain. The US Congress has reduced the MCC budget over
the last two years, and further MCC commitments have been placed on hold.

There is increasing consensus in the United States that the balance between
development and food assistance must change. Food aid is still needed to meet
the needs of the chronically poor and those whose livelihoods have been dev-
astated by conflict or natural disasters. But without greater investment in Africa’s
own capacities to produce and market the commodities needed to feed a grow-
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ing population, and to generate the kind of pro-poor economic growth that can
only come from agricultural development, the risk of repeated emergencies is
likely to rise and chronic poverty will persist. The impact of the current global
economic downturn is being rapidly transmitted to Africa and is reflected in low-
ered projections for growth in 2009—10. Investing more in agriculture—an area
of comparative advantage—will help many African countries to weather the
recession, regain a pathway to economic growth, and improve their food secu-
rity outlook.

The World Bank and other bilateral and multilateral donors are already
moving toward more substantial investments in agriculture. Private founda-
tions such as the Bill and Melinda Gates Foundation have also become impor-
tant partners in the revitalization of African agriculture, with the foundation’s
flagship Alliance for a Green Revolution in Africa (AGRA) providing both
financial support and strong advocacy. Therefore, the US government will find
there are willing partners with whom to collaborate. The financial crisis may
place commitments of additional assistance and local investments in jeopardy,
but the emerging reality is that all partners—in Africa and in the international
community—will have to do “more” and “better” with limited new funding to
meet the twin challenges of food security and agricultural development.

Africa’s Commitment to Agriculture

In 2003, African heads of state issued the “Maputo Declaration” on Agriculture
and Food Security. This declaration called for the urgent implementation of the
Comprehensive Africa Agricultural Development Programme (CAADP) devel-
oped under the aegis of the African Union’s New Partnership for Africa’s Devel-
opment (NEPAD). CAADP provides a framework for cooperation among the
nations in the region, defining four priority areas—or “pillars”—for action:

1. Land and water management, which aims to extend the area under sustain-
able land management and reliable water control systems.

2. Market access, focusing on improved rural infrastructure and other trade-
related interventions.

3. Food supply and hunger, which emphasizes raising smallholder produc-
tivity and improving responses to food emergencies.

4. Agricultural research, including the strengthening of systems needed to
disseminate appropriate new technologies (CAADP 2009).

The declaration further committed the signatory governments to boosting the
priority of agriculture in their national budgets, allocating at least 10 percent of
national resources within five years. Steady progress has been made since then.
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In several countries, agricultural growth has matched or exceeded the target of
6 percent per year, and Mali, Madagascar, Malawi, Namibia, Niger, Chad, and
Ethiopia have met the 10 percent investment target (Mkandawire 2009). Regional
economic communities such as the Common Market for East and Southern
Africa (COMESA) and the Economic Community of West African States
(ECOWAS) have focused on the development of regional market infrastructure
and agricultural trade. CAADP is facilitating structured country-level discus-
sions in order to frame agricultural development priorities for African countries
and their donor partners.

External Assistance, African Capacity, and Greater Impact

While it is critical that African governments take steps to reach the CAADP tar-
gets, it is also clear that external resources—both public and private—will be
important for realizing the scale of investments needed to have a major impact
on food security and agricultural development in sub-Saharan Africa. Estimates
of public and private financing needs for expanding irrigation, transportation
infrastructure, and energy access have been recently developed in the Africa
Infrastructure Country Diagnostic (AICD) project led by the World Bank. Given
the limited reach and poor quality of current African infrastructure, these esti-
mates imply a major increase in public financing over the next decade—from
the current US$40 billion per year to US$80 billion annually (AICD 2009).
Similarly, the International Food Policy Research Institute has developed a
strategy for rapid expansion of agricultural research that focuses on “best bets”
in research; the annual cost of this program is estimated to be between US$4.6
and US$9.3 billion in public investments (von Braun et al. 2008).

In responding to these proposals, multilateral development assistance organ-
izations and bilateral organizations, such as USAID and the MCC, need to con-
sider not only what is funded but sow it is funded. Rather than substitute for African
initiative, effective external assistance must support and extend it. Partnerships
between internal and external actors are needed, for example, to improve gover-
nance affecting food security and agricultural development, spur the development
of private African agricultural enterprises in addition to foreign investment in
agribusiness, and ensure that African civil society can effectively engage in deci-
sion making that affects food security and agriculture and rural development.

The United States has a long history of successful assistance for institution-
building in Africa, although as agricultural budgets have declined, this history
has become tarnished. Expanded US investments to strengthen the capacity of
those institutions and organizations responsible for developing and sustaining the
process of agricultural growth could yield immediate benefits in terms of greater
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ability to manage increased resource flows but, more importantly, could build
the foundation for long-term sustainable agricultural growth. This implies greater
support for national and regional institutions and organizations that:

+ provide public goods: higher education, research, regulation, and sup-
port of cooperatives and other farmer organizations, market information
systems, and infrastructure;

* support private-sector investment: banks and microfinance organizations,
agribusiness firms that provide inputs and processing services, trading
operations, regulatory agencies, labs and other certification organiza-
tions; and

« foster grassroots awareness of issues and enable diverse groups, includ-
ing those that represent women’s interests, to advocate for food security
and agricultural growth.

It is impossible to ignore the negative impact of the increasing variance and
volatility of prices and policies on the agricultural investment decisions of indi-
viduals and companies. To counter this, African governments, the United States,
and other partners must focus much more on reducing risk and boosting resilience
in the agriculture sector. Protectionist instincts—and policies—have emerged
in countries seeking to buffer their citizens against global turmoil. Exports of sta-
ple commodities have been banned, consumer prices have been fixed at levels
that do not provide adequate returns to farmers, and governments have expanded
subsidies to boost production even as tax revenues have dropped. However,
there is broad agreement that a return to the self-sufficiency strategies prevalent
in Africa during the 1970s and 1980s will not be effective. Rather, it is likely to
cut poor farmers and consumers off from regional and global trade and leave them
even more susceptible to the risk of food insecurity.

The Way Forward: Principles and Options

African and American leaders agree that expanded, long-term support for agri-
cultural development is essential if African countries are to build sustainable
pathways out of poverty and meet the needs of the more than 263 million peo-
ple who are hungry and food-insecure. To paraphrase the new US president, the
United States, Africa, other donors, the private sector, and civil society must work
alongside each other to make African farms flourish.

This will require some changes in approach. Former USAID Administrator
Peter McPherson noted in opening remarks to the 2009 “US—African Forum on
Improving the Effectiveness of US Assistance and Investments in Challenging
Economic Times” that the MCC had demonstrated the value of allowing programs
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to be country-driven rather than donor-driven. Data show that MCC-eligible
countries have proposed substantial investments in agriculture and rural devel-
opment. The collaborative process of negotiating MCC “compacts” has also
contributed to greater flexibility in program design. However, these innovations
have also led to a two-tiered US assistance program: African countries that qual-
ify for MCC are able to set their priorities and discuss them in detail with the fund-
ing organization, while those countries that cannot qualify for MCC funding
take what they can get from a number of other US assistance programs. “This
approach needs to change,” McPherson said. “All recipient countries need to
have input into US government investments.”

Specific suggestions for improving the effectiveness of US assis-
tance/investments in African agriculture and food security emerged from broad
discussion among the more than 140 participants in the forum. Although con-
sensus was not reached on every point, several proposals gained considerable
support and merit further attention. The following suggestions for US policy are
among the ideas put on the table at the forum.

Coordinated Approach

Adopt a coordinated, whole-of-government approach to plan and monitor US
support and policies related to African food security and agricultural develop-
ment. In addition to USAID and MCC, such an approach would require inte-
gration of support from the Department of State Office of the US Trade
Representative, the Treasury Department, the US Department of Agriculture,
and the US President’s Emergency Plan for AIDS Relief (PEPFAR). Further,
US programs should be “balanced”; that is, capable of meeting emergency
needs, but reoriented, significantly increasing US investments in agricultural
development to assure sustained food security over the longer term. In Africa,
the US government should create “one-stop shops” for development assistance,
and use annual consultations featuring an integrated team of US agency repre-
sentatives empowered to prepare, monitor, and adjust country- and region-spe-
cific development assistance and related trade, health, and nutrition policies
and programs.

The African Agricultural Agenda

Embrace the African agricultural agenda outlined in the CAADP and commit
to active collaboration with bilateral and multilateral partners in countries and
regions around this African-defined agenda, measured against mutually defined
and monitored objectives and target outcomes. This also implies that the United
States should follow the African lead in recognizing that accelerating Africa’s
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agricultural and economic growth will depend on effective regional integra-
tion of markets, trade, and supporting institutions. The overwhelming major-
ity of US assistance to the region is country-based. The United States should
give greater priority to the development of regional, not just bilateral, invest-
ments to support regional economic integration.

Strategic Decisions

Make strategic decisions about where the US can be most effective at national
and regional levels, based on US strengths, deep knowledge of country and
regional priorities, of other partners’ programs, and the pace of progress toward
mutually defined objectives. Potential reforms in four areas widely believed to
be areas of US strength were addressed in some detail.

Food aid

More effective US food assistance programs would enable greater flexibility in
design, so that the United States can deliver the most appropriate support, whether
commodities from the United States or from local or regional sources, vouch-
ers, or cash-based programming for agriculture and food security. Cost-effective-
ness and timeliness should be important considerations. The nutritional quality
of food aid provided through US programs must be improved and adapted to the
specific nutritional needs of recipients according to the best scientific guidance.
Local and regional purchase programs should be monitored and expanded in
ways that promote small-scale production and market development.

Capacity-building

There is a need to strengthen organizational capabilities at all levels (regional
economic communities, national government agencies, farmer organizations,
and commodity groups at national and regional levels). Building education
institutions, especially higher education and secondary technical schools, is a
particular area of emphasis for many African countries. Strengthening science
and technology innovation and delivery for agriculture, by linking research,
extension, and education institutions, is an area of clear comparative advan-
tage for US assistance.

Business solutions for agricultural development and food security

The United States should consider scaling up promising business solutions by
helping to strengthen the policy and regulatory environment and ensuring the
level and quality of public-sector investments needed to attract more and bet-
ter funding for small and large agriculture projects. Enhancing private-sector
entrepreneurial capacity has been a key area of program interest for the United
States under the African Growth and Opportunity Act (AGOA), but progress
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in the agricultural sector to date has been minimal. Reframing AGOA to include
development of regional trade opportunities as well as Africa—US trade could
provide a new platform for collaboration.

Expand economic infrastructure

Strengthening transportation, communication, and water and power networks
is vital to raising agricultural productivity, improving markets, and creating a
conducive environment for private-sector investment. US assistance could help
develop criteria for the allocation of scarce investment funds at regional and
national levels and involve the private sector and civil society in an informed
decision-making process. Infrastructure needs on the continent are so great that
stronger US collaboration and integrated planning of infrastructure programs
with country, donor, and multilateral agency partners is imperative.

Modify Management Structures and Approaches

It was suggested that modifying the management structures and approaches
that govern US assistance would provide incentives for the establishment of long-
term goals and objectives that transcend the terms of individual US program lead-
ers. These changes would recognize that progress in strategic areas often requires
solid commitments beyond the typical two-to-four year project cycle. New
management approaches should also create positive incentives for collabora-
tion and co-investment on major projects with local, bilateral, and multilateral
partners. They would also move decisively toward knowledge-based develop-
ment programming by increasing the transparency of aid flows and impacts, sig-
nificantly expanding funding for independent monitoring and evaluation of
projects, and developing, in collaboration with donor, multilateral, and African
partners, credible indicators for the quantity and quality of agricultural devel-
opment investments by governments and their donor partners.

Remaining Questions

The depth of the proposals tabled in the US—African Forum discussions reflected
the rich experience of the participants. But several questions emerged in debate
for which answers were not readily apparent. These questions form the core of
a new agenda for analysis and consideration at both bilateral and multilateral
levels, in donor capitals, and in African countries.

The availability of private-sector financing and investment capital in sub-
Saharan Africa is likely to be affected by the global economic downturn. Pub-
lic financing will not compensate. What are the priorities for investment, and what
steps might the US government or other donors take to increase the confidence
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of private investors regarding opportunities in African agriculture and support-
ing infrastructure? Could additional capital be leveraged through public—private
partnerships? How can warehouse receipts and other innovations be institution-
alized to help many smallholders and entrepreneurs gain access to short- and
long-term capital from banks in the absence of traditional collateral such as land
titles? What other market-stabilization tools might be helpful? Could virtual and
physical grain stocks being proposed at global, regional, and national levels
avoid the pitfalls of physical stock systems prevalent in sub-Saharan Africa dur-
ing the 1980s and 1990s? What is the role of input subsidy programs?

How might the lessons of success in agricultural development elsewhere in
the world be better adapted or revised for African use? Many tested and success-
ful US approaches to agricultural development, for example, would seem to be
useful to Africa; for instance, land-grant universities that bring together research
and education, cooperative farmer organizations and credit associations, warehouse
receipts, and so on. Some of these approaches have worked where they have been
introduced; others have not. How might lessons from Asia and Latin America be
teased out to serve as useful guidance for Africa’s own Green Revolution?

There is broad agreement that science and technology have an important role
to play in increasing productivity in African agriculture. But it is not clear what
the balance of technology-related investments should be. How much should
be allocated for basic science, improving understanding of emerging pests and
diseases, for example, relative to the investments made to extend technologies
that meet farmers’ needs? Do we have the right organizations to do both research
and technology transfer in Africa? Is there a need for broader partnerships?

We do not have an agreed set of metrics to measure the quality of develop-
ment assistance for agriculture and food security. Program effectiveness means
different things to different people. To some, it means better processes: closer
working relationships, programs reaching more farmers, or farm-level inter-
ventions reducing risks. To others, it means impact: sustained access to adequate
supplies of nutritious food, women accessing farmland and extension services,
or higher yields per hectare. Still others focus on indicators of program per-
formance: percentage of national budgets allocated to agriculture, economic
returns per dollar of assistance, numbers of students trained and employed, or
inclusion of vulnerable groups. When assistance or investment resources are lim-
ited, it is important not to over-promise on expected results.

Conclusion

Never before has the divide between the world’s rich and poor been more glar-
ing. The problems are particularly acute in sub-Saharan Africa, where nearly
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half of the region’s population lives on less than one dollar a day, and more
than a third lack basic food security. And sub-Saharan Africa’s conditions are
deteriorating: it is the only region of the world where poverty and hunger are
projected to increase over the coming decades.

Agricultural development is a critical catalyst for economic growth and
poverty reduction in sub-Saharan Africa. Three-quarters of the population live
and work in rural areas. GDP growth in agriculture has large potential benefits
for the poor and is at least twice as effective in reducing poverty as growth
generated by other sectors (World Bank 2007).

African leaders have recognized this reality and have committed to greater
public investments, expanded regional trade, and more collaborative action
within the framework of the CAADP. Donors, including the United States, have
begun to reorient their assistance to support these efforts, especially in response
to the global food price crisis of 2007-08. A more substantial and collaborative
effort is needed. There are many areas in which more public funding is essen-
tial—to invest in infrastructure, research, extension services, higher education,
and the like—but there are also many areas where a change of approach could
make those resources that are available more effective. The United States is a
critical partner in Africa’s development and must do much more to accelerate
agricultural growth and improve the outlook for regional food security, even in
these challenging economic times.

Note

This chapter draws on discussions held at a February 2009 conference convened by the Partner-
ship to Cut Hunger and Poverty in Africa in Washington, DC: “Transforming Food Security and
Agricultural Development in Sub-Saharan Africa: A US—African Forum on Improving the Effec-
tiveness of US Assistance and Investments in Challenging Economic Times.” During two days of
plenary and small-group discussions, participants considered how the US can work more effectively
with its partners to address the urgent imperative of improving short- and long-term food security
in sub-Saharan Africa. The goal of the forum was to identify key problems and specific, practical
approaches to improve the impact of US assistance and investments in Africa.
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CHAPTER 15

P =

Urban Agriculture and Changing
Food Markets

Mark Redwood

n the spring of 2008, rapid increases in the price of basic foods galvanized

media attention across the world. While the speed of these changes seemed
to catch many off guard, an argument can be made that rising food prices and
the resultant “crisis” have been a long time coming. What is clear is that volatil-
ity in world food markets is having a serious impact on the world’s poor. The
end result is rapidly deteriorating food security for those without reliable access
to basic foods. As a result of this, an estimated additional 290 million people
are at risk of falling into poverty because they cannot service basic household
food needs due to the high costs involved (Oxfam 2008). Table 15.1 further
illustrates the dramatic changes seen in real price increases for rice, a staple
food, in several countries.

As discussed in earlier chapters, price increases in food markets are a result
of a combination of supply and demand factors that temporarily displace price
equilibrium. Supply and demand factors are affected by dynamic change result-
ing from cyclical market factors, economic/political structures, or as a result of
the changing global environment. Pro-poor subsidies have insulated the poor
from some of the more extreme fluctuations in prices (see Table 15.1). However,
the cost is then simply borne by the public purse. Still, developing countries
have little influence over the economic drivers that have pushed prices higher.

It is clear that volatile prices are a threat to food security worldwide, but for
those with limited access to food and markets, the threat is even greater. The
definition of food security has undergone many iterations, but one of the more
recent versions resonates well: “Food security [is] a situation that exists when

205

e



02 _Clapp.gxd:clapp DESIGN.gxd 9/16/09 3:3é$§M Page 206

206

Part4 Promoting Food Security and Sustainable Agriculture

Table 15.1
Cumulative Percentage Changes in Real Rice Prices, Fourth Quarter of
2003 to Fourth Quarter of 2007

(1) World price  (2) World price (3) Domestic  (4) Pass through

Country (USS) (DC) price (DC) (%) =(3)/(1)
Bangladesh 56 55 24 43
China 48 34 30 64
India 56 25 5 9
Indonesia 56 36 23 41
Philippines 56 10 3 6
Thailand 56 30 30 53
Vietnam 39 25 3 11

Column 3 represents the real percentage increase in Domestic Currency (DC). Where the number
is low, countries have subsidized or regulated the market in favour of moderate prices.

Source: Dawe (2008)

all people, at all times, have physical, social and economic access to sufficient,
safe and nutritious food that meets their dietary needs and food preferences for
an active and healthy life” (FAO 2002). Current volatility is now compromis-
ing, for many of the poor, economic access to sufficient food. Moreover, the
problem of food security is an increasingly urban one, as those living in cities
are exposed to market volatility without having access to land to grow food for
household consumption.

The Rise of Cities and Changing Food
Consumption Patterns

Possibly the most significant migration in human history has been the transfer
of people from rural areas to cities and towns. The oft-cited statistic from the
United Nations notes that in 2007 more than 50 percent of humanity was liv-
ing in cities and towns. This demographic shift reflects the importance of the
economic power of cities. Much urban growth stems from population growth
within cities (60 percent), but another 30 percent is attributed to rural to urban
migration. Most annual growth rates for cities in developing regions of the
world are between an astounding 4 and 6 percent (Tannerfeldt and Ljung 2006).
The implications of this change can be dramatic from a food security standpoint.

A rapidly urbanizing world has serious implications for food availability.
Urbanization is associated with economic growth and development, which
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involve changing diets toward more energy-intensive protein foods (i.e., meat).
This food requires more land per kilojoule (kJ) produced. For instance, while
the human population has grown at a rate of 1.1 percent per year between 1996
and 2005, pig and poultry production has grown 2.6 and 3.7 percent respectively
during the same period (Otte et al. 2007). Meanwhile, given the history of set-
tlement patterns, cities are often located on the best agricultural land. As cities
grow, this land is converted for urban development. Furthermore, food in cities
is often processed and urban dwellers rely less on staples, which are generally
more nutritious.

A number of factors impact food security in cities. For example, the decline
in food security is related to the integration of food markets internationally
(Koc et al. 1999). Another factor is the rural to urban migration that has
affected rural food-producing regions and increased the number of people in
cities reliant on others to provide their food. Frayne studied food security in
Namibia and found that most migrants were heavily reliant on food transfers
from family and social networks in rural areas, suggesting the existence of
complex social networks that help to reduce the food uncertainty associated
with reliance on markets (Frayne 2005). Other factors include the removal of
food subsidies, leading to more exposure for the poor to volatile prices, and
the fact that high-quality, locally produced foods are often export crops with
limited local availability.

The overall result is that, in many cities, particularly those that are indus-
trializing, poor residents face food insecurity; that is, a lack of consistent access
to healthy and nutritious food (Dixon et al. 2007). The problem is particularly
acute among those poor whose reliance on market sources of food is not matched
by adequate wages with which to buy that food. With only tenuous rights to land,
or in many cases no access at all, this presents a serious dilemma.

Food Prices and the Urban Poor: The Spectre of a Major
Crisis

The Food and Agriculture Organization (FAO) points out that the urban poor
are disproportionately affected by rising food prices. There are two main rea-
sons offered for this. First of all, city dwellers are more likely to consume foods
that are tradable commodities (e.g., wheat or rice) and thus are more exposed
to market volatility. Conversely, in rural areas, diets are often made up of tra-
ditional staples such as roots and tubers. Secondly, city residents have much less
access to land and other inputs required to grow their own food (FAO 2008).
This naturally increases their exposure to fluctuating prices and leaves them with
few options to react to changing prices.
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High food prices can also impact the poor by exacerbating problems that
already affect the household. A striking example is apparent in Southern Africa
where some research finds that high food prices are linked to an increase in
prostitution and HI'V exposure (IDRC 2008). This work also confirms the per-
haps logical notion that increases in food prices reduce the resources available
to care for the ill and to support vulnerable children. This food insecurity is
now placing an increased burden on city residents whose employment fuels
remittances to their families in rural areas.

Urban dwellers also tend to spend a large proportion of their income on
food. Table 15.2 illustrates the extent of this with research finding that, in some
cities, the poor spend an astounding 60 to 85 percent of their income on food.
Clearly, the higher the proportion of household income spent on food, the more
vulnerable its residents will be to sudden or extreme changes in price.

The run-up in prices has also had a destabilizing impact on some cities
whose vulnerable residents have been adversely impacted. Dakar and Cairo
are two cities that have witnessed social unrest directly associated with the
impact of volatility in food commodity markets. In March 2008, up to nine
people were killed in Cairo in bread riots associated with high commodity
prices and the reduction of subsidies (Kliger 2008). In Dakar, Senegal—a coun-
try that imports 80 percent of its rice—high food prices and a crackdown on
informal sellers led to several protests and much social unrest in late 2007 and
early 2008 (Ba 2008).

Table 15.2
Percentage of Income Spent on Food by Low-Income Residents in Selected
Cities

City Income spent on food (%)
Bangkok (Thailand) 60

La Florida (Chile) 50

Nairobi (Kenya) 40-60

Dar es Salaam (Tanzania) 85

Kinshasa (Congo) 60

Bamako (Mali) 32-64

Urban USA 9-15

Source: Akinbamijo, Fall, and Smith (2002)
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Urban Agriculture: Coping with Crisis

Urban agriculture (UA) is one commonly employed strategy to reduce the
impact of fluctuating commodity markets on the poor. The classic and widely
used definition of UA comes from Mougeot:

Urban Agriculture is an industry located within, or on the fringe of a town, a city
or a metropolis, which grows and raises, processes and distributes a diversity
of food and non-food products, (re)using largely human and material resources,
products and services found in and around that urban area, and in turn supply-
ing human and materials resources, products and services largely to that urban
area. (Mougeot 2000)

This definition links confined space production, interrelated economic activity,
location, destination markets (or home consumption), and the types of products
produced in a dynamic interaction that can vary from one urban area to another.
The breadth of this definition has not been challenged, and it influences the
extent of research on the subject.

Urban agriculture also acts as a catalyst for political organization. A survey
of producer groups from 2005 to 2007 identified that organizations based around
UA play a significant role in social cohesion, offering technical training and pro-
viding a platform for political lobbying. Such groups have successfully lob-
bied for municipal policy change (Amsterdam); acted as the voice of farmers
to lobby for formal recognition (Dakar, Villa Maria Triunfo); or have been pro-
vided technical assistance (Montreal) (Santanderau and Castro 2007).

The administrative limits of a city also play a role in determining the extent
of the practice. Work in Latin America, supported by the International Devel-
opment Research Centre (IDRC), demonstrated that within the limits of the
cities in the region there were large areas of vacant land. For instance, in Quito,
Ecuador, 35 percent of city land was vacant and often used for agriculture (2001
data). In Rosario, Argentina (2003 data), the amount was 80 percent (IDRC
2004). Recent data from Abomey and Bohicon, two cities located in Benin,
West Africa, shows that agriculture is the main activity for 3 to 7 percent of peo-
ple living in the downtown core. However, six kilometres from the city limits,
in the peri-urban area, the percentage grows to 50 (Floquet, Mongo, and Nansi
2005). In the five urban districts that make up downtown Hanoi, 17.7 percent
of land is used for agriculture (Mubarik et al. 2005).

The status quo response to UA by governments tends to be prohibitive of
the practice. Such policy stems from a perception of UA as a form of resistance
to urban development priorities as determined by planners. Some cities have,
by virtue of being exposed to UA and farmer groups, changed their perspective
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and put in place systems that are designed to support UA, or at least remove the
most draconian restrictions on the activity. However, even when rules are in
place, they are often not well understood or enforced. In Harare, Zimbabwe, 40
percent of UA practitioners were unfamiliar with any laws related to it
(Redwood 2008). Moreover, one in five considered the existing legislation to
be hostile toward the practice.

Nonetheless, progress is being made. The number of municipalities that
have policies in favour of UA has increased dramatically in recent years. Accra,
Beijing, Brasilia, Buluwayo, Governador Valdares, Havana, Hyderabad, Kam-
pala, Rosario, and Nairobi are a short list of the growing number of cities that
have made significant progress in this area. Another popular method of support-
ing urban farming has been the establishment of food-policy councils. These
councils represent an increasingly common way of bridging community groups
with municipal politicians and bureaucrats. Amsterdam, Toronto, Vancouver,
London, Detroit, and Pittsburgh all have councils that encourage locally based
food systems.

The growing research on UA, and the scale of it, suggests its importance and
points clearly to the role it may play in helping to adapt to the new realities of
food markets. Table 15.3 identifies several pieces of data on the percentage
contribution of UA to urban food availability.

By its very nature and its geography, UA is a system that prioritizes local
markets, involves very little transportation since it operates directly next to its
main market, employs both liquid and solid waste (re)use, and is an economic
activity that employs not only farmers but others engaged in associated support
activities (ibid.). Indeed, a considerable benefit of UA is the short value-chain
involved in having production located so close to where food is consumed.

On the downside, and by virtue of the fact that UA is an activity that fre-
quently operates on the margins of the economy, there are a number of associ-
ated risks. First of all, being such densely populated places, cities generate a great
deal of liquid and solid waste from both domestic and industrial sources. For
farmers on the margins and those requiring inputs to increase their agricultural
yields, nutrients are often recycled from waste, leading to significant health
risks. For instance, water in Lima polluted with arsenic from upstream mining
is used for irrigation, while in Accra and Hyderabad, a long history of waste-
water use for agriculture has been chronicled by researchers (ibid.).

A second associated problem is that of raising livestock in heavily urbanized
areas. The risk of zoonotic diseases can be high where humans live in close
proximity to livestock. This is especially so in some regions of the world where
very high peri-urban population density is combined with traditional forms of
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Table 15.3
Selected Data on the Contribution of Urban Agriculture to the Availability of
Urban Food

% total supply
(city or households)

Weight supplied
City (per year)

Nouakchott, 11,700 t fruits/vegs
Mauritania 1997

18% vegs/fruits, city

Accra, 211,000 t vegs (1996) 90% fresh vegs, city (7.5-66%
Ghana 1997 66,500 t vegs (1992) total food value for producers)
Shanghai, 1.3 million t vegs (4000 t/d) 60% vegs (100 before) 90%
China eggs, city
Kumasi, 150 t/day of fish from farms 13,000 street food kiosks sup-
Ghana plied with urban cattle meat, city
Kampala, 20% of staple food consump-
Uganda tion, households 40+% of food
for 55% of households 60+% of
food for 32% of households
70% of all poultry products
consumed in city
Harare, 60% of food consumption in
Zimbabwe 25% of poor city households
Bissau, 90% leaty vegs, city (grown by

Guinea Bissau

Brazzaville,
Congo

30% households)

80% leafy vegs, city (grown by
25% households)

Source: Adapted from Mougeot (2006) and Redwood (2008)

customary animal husbandry. In West Africa, for instance, some cities have
experienced incidences of unpasteurized milk use as high as 90 percent, which
raises the threat of infection by bovine tuberculosis (Muchaal 2002). To date, no
comprehensive epidemiological data have been developed on this topic, but it
is clear that the risks of raising livestock in cities should not be underestimated.

A third significant problem is basic access to good land for food production.
It is well known that the urban poor have limited land-tenure security for a
wide variety of reasons, including the construction of dwellings on vacant pub-
lic land or private property, construction without permits, or rental without a for-
mal rental contract. The situation of limited land-tenure for the urban poor is
exacerbated by the fact that urban land markets occasionally fail due to poor plan-
ning, speculation, a lack of access to credit, and unfair competition for access
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to land (Tannerfeldt and Ljung 2006). Moreover, a new landscape of poverty
has emerged in peri-urban areas where agriculture is a common activity, and there
are overlapping administrative boundaries between different institutions respon-
sible for the provision of urban services and regulation. The poor are thus
pressed to marginal lands—near polluted rivers, waste dumps and flood-prone
areas—to pursue their livelihoods. As a livelihood activity, UA can undermine
the development of land for dwellings and commercial enterprise. Agriculture,
after all, contradicts much of what planners and architects are trained to view
as “urban.” Urban development no doubt increases the value of land; however,
it represents a significant pressure on those dependent on the land for an agri-
cultural livelihood. Planning to protect land for agriculture is difficult to justify
to municipalities intent on increasing their tax base or developers wishing to gen-
erate rents and profit.

A final weakness worth reporting is rooted in research on UA. Despite
dozens of strong case studies and examples of policy action on UA to date, it
is still difficult to state the net economic benefit of UA in cities without lean-
ing on dubious data, and there is little consensus. The reason is quite clear:
most UA falls outside of formal monitoring or economic data gathering. UA,
by its nature and the fact that it is often illegal, is an informal activity. The gen-
eration of comparative and robust data using a transferable methodological
framework is the next frontier for researchers.

As aresult of these problems, many cities are still not fully engaged in sup-
porting UA from a policy standpoint. As the impact of commodity price changes
becomes clearer in the coming years, one predicts that UA will become a more
popular method to mitigate urban poverty.

The good news is that governments are starting to pay heed to the growing
data on UA. Declarations have been signed by senior government ministers
(Harare Declaration on UA, 2003) and municipal mayors (Quito Declaration,
2000, signed by forty mayors), illustrating the increased buy-in of decision
makers for UA—and such declarations are leading to action. Since 2000, for
example, Peru, Brazil, Ghana, and China have created national sectoral policy
programs on UA (Redwood 2008). All of the issues outlined above feed into the
type of policy used by municipal authorities regarding UA. For instance, in the
case of poverty reduction, cities need to explore specific interventions target-
ing the poor. To increase food availability, a policy that targets wealthier farm-
ers in larger peri-urban farms may be more important. While UA may still be
seen primarily as a localized response to changing global food security, the
FAO, World Bank, and others are beginning to consider how it may be incor-
porated into wider national and international policy debates on food security.
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The Future of Urban Agriculture

For the time being, food prices have eased, reflecting perhaps the maxim that
“there is no better cure for high prices than high prices.” It is likely that these
changes are temporary since the main drivers outlined above are still pertinent.
There is now, however, more time to cope with some of these changes. This is
where UA can play a role in promoting food security.

The relative importance of UA is on the rise, both as an economic activity
and also as a contribution to environmental management. There are challenges
and gaps that remain, however. First of all, it is incumbent on the research com-
munity to pursue better comparative economic data on the value of the UA
economy. So far, no comprehensive assessment of the economic value of UA
has been undertaken, beyond anecdotal or ad hoc studies (see Resource Cen-
tres on Urban Agriculture and Food Security 2003 for a summary of these).
This would require surmounting the challenge of data collection and manage-
ment of what is a largely informal practice. Moreover, quantifying how UA
contributes to protecting the poor in this period of volatility is a basic require-
ment for any proactive evidence-based policy. IDRC is working with the FAO
and World Bank on a package of methodologies that could be applied to improve
economic data on UA.

Second, UA comes with certain risks and these risks need to be contained
if UA is to be proactively developed by city governments. First and foremost
is the health risk associated with unsanitary food production in and around
cities. The 2006 World Health Organization guidelines on safe irrigation with
wastewater provide crucial information on how polluted water is used and can
be managed where few clean alternatives exist (WHO 2006).

A third point relates to the often small-scale and informal nature of UA.
Despite the fact that there are numerous examples of success in including small-
scale farmers in markets, it is difficult to find replicable models and method-
ologies. The policy challenge is thus how to make successful examples of UA
scalable.

Finally, what is necessary is a continued push to legitimize UA where it is
still illegal in the eyes of policy-makers and planners and to draw on the posi-
tive experiences of some cities to ensure the viability of the UA economy.
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Reorienting Local and Global Food Systems

Institutional Challenges and Policy Options
from the UN Agricultural Assessment

Marcia Ishii-Eiteman

‘ x T ¢ have not so much a “food crisis” today as a “food system crisis.” The near-

collapse of today’s local and global food systems has been decades in the
making. Over the past several decades, a series of policy interventions (such as
structural adjustment policies that dramatically decreased public-sector investments
in agriculture and trade liberalization that removed crucial institutional supports
for small-scale farmers) along with severe ecological damage to natural and agri-
cultural systems (a by-product of the “green revolution” and shift toward indus-
trialized agriculture over the past fifty years) have compromised the resilience of
local food systems and heightened the vulnerability of the rural and urban poor.
In countries around the world, local food systems have been increasingly replaced
by a globalized food system, governed without much transparency by a few gov-
ernments and institutional arrangements, and strongly influenced by the small
number of transnational corporations that dominate the agricultural inputs, com-
modity trade, and food retail industries. Yet this global food system has itself
proven to be highly vulnerable to social and environmental shocks.

Today’s food system crisis is closely linked to today’s climate, water, energy,
and financial crises. These urgently require new approaches that recognize the
root causes and consequences of food price volatility and that aim to enhance
social and ecological resilience, reduce vulnerabilities, and increase food sov-
ereignty and environmental sustainability. Accomplishing this requires rethink-
ing our food, agriculture, health, environment, education, and trade policies and
practices. Looking ahead, it implies far-reaching structural changes to the

217

e



02 _Clapp.gxd:clapp DESIGN.gxd 9/16/09 3:3$M Page 218

218

Part4 Promoting Food Security and Sustainable Agriculture

current globalized food system and its associated institutions, i.e., the rules,
norms, and procedures that guide societal interactions, both formal and informal.

The United Nations and other institutions have recently contributed two
important reports that provide guideposts and policy options for the way forward.
The 2008 UN Human Rights Council Report (HRCR) of the Special Rapporteur
on the Right to Food presents a human rights framework that can be usefully
applied to the design and prioritization of policies affecting food security and the
right to food, with particular attention to the obligations of states (see de Schut-
ter 2008). The UN-led International Assessment of Agricultural Knowledge, Sci-
ence and Technology for Development (IAASTD) provides a comprehensive
analysis of how existing and emerging agricultural systems, policies, investments,
and institutional arrangements can help or hinder efforts to reduce hunger and
poverty, improve rural livelihoods, and facilitate equitable and environmentally,
socially, and economically sustainable development! (see Box 16.1).

Together, these two reports demonstrate that a range of viable policy options
exist. New institutions and arrangements will be required. Local engagement
in the policy-making process and in the establishment of viable localized and
regionalized food systems will be essential. In this context, a rights-based frame-
work would help focus institutional priorities and establish necessary mecha-
nisms to protect rights, in particular those affecting the establishment of equitable

Box 16.1 The UN Agricultural Assessment

Co-sponsored by the UN Environment and Development Programmes, the
Food and Agriculture Organization of the United Nations (FAO), the World
Bank, and other institutions,? the IAASTD represents two years of rigor-
ous research and synthesis by over four hundred scientists and development
experts from over eighty countries, drawn from all regions and multiple dis-
ciplines, including biological, physical, and social scientists, public- and
private-sector actors, and civil society representatives. Their findings under-
went two rigorous external reviews, in which a similarly broad range of
experts—over one thousand in total—participated.

After the conclusion of the final intergovernmental plenary in Johan-
nesburg, South Africa, in April 2008, 95 percent of participating govern-
ments formally approved the IAASTD report.? In a historic moment on
the last day of the plenary, all participating governments agreed that the
IAASTD represents “a constructive initiative and important contribution
that all governments need to take forward” (IAASTD 2009d).
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and sustainable food systems. This chapter identifies institutional challenges in
reorienting local and global food systems toward equity and sustainability food
systems and discusses promising policy options from the two reports.

Role of Institutions?

Institutions are the rules of the game that, either formally or informally, make
up the policies, procedures, laws, and agreements that shape society. In terms
of food systems, relevant institutions include chemical regulations, seed regis-
tration and ownership laws, trade rules, corporate “personhood,” intellectual
property rights, and knowledge rights, as well as gender relations, land tenure
rules, community approaches to saving and exchanging seed, water use agree-
ments, and cultural rights. Institutional arrangements represent the formations
of actors that agree to implement these institutions. In doing so, they inevitably
make choices that reflect their norms, values, and interests. In seeking solu-
tions to the food system crisis, it is therefore particularly important to recog-
nize that while science and technological experience may well inform the
choices made by institutional arrangements, they play a largely secondary role
to the significant influence of institutional traditions, trajectories, and deep-
rooted pre-analytic values and preferences. It is equally important to under-
stand the historical imbalances in power and influence among these institutional
arrangements, imbalances that strongly privilege certain institutional narratives
over others (Dreyfus et al. 2009).

Understanding the role of institutions and institutional arrangements in
shaping food systems is essential to the identification of new institutional path-
ways and governance structures that can help reorient food systems to meet
sustainable and equitable development goals. An immense challenge lies in
reshaping or, where necessary, creating new institutions and arrangements that
can more effectively rebalance power and meet diverse societal needs, priori-
tizing those of vulnerable groups and ecosystems. All this must happen at a
time in which society is facing extreme new pressures from climate change,
diminishing fossil fuel supplies, water scarcity, and an escalating loss of bio-
diversity, indigenous peoples, and traditional knowledge systems.

Rights-based Approach

The right to food is a fundamental human right enshrined in the Universal Dec-
laration of Human Rights and several subsequent international treaties and sets
of guidelines. As the Special Rapporteur on the Right to Food outlines, the cen-
tral question for sustainable food systems in human rights terms is. “Who will
produce food, how, and for whose benefit?”’” (de Schutter 2008). This question
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provides the central unifying thread running through the tapestry of options
facing policy-makers; without a clear-sighted response, the possibility of attain-
ing equitable and sustainable food systems unravels.

A human-rights-based approach to the food crisis necessarily focuses on
the rights of vulnerable groups to food, water, livelihood, and a safe working
environment. Vulnerable groups include those with insecure land tenure, land-
less labourers, women, displaced and indigenous people, minorities, disabled
people, and the rural and urban poor. The right to livelihood and to a safe work-
ing environment implies, for farmers, the right to productive resources (e.g., land,
water, seed, etc.) and the right not to be poisoned by, for example, toxic chem-
icals. The right to seed necessarily implies rural and indigenous peoples’ right
to save and cultivate seed, a practice well established many millennia ago.

With this understanding, the HRCR warns that intellectual property rights
(IPR) regimes that prevent farmers from reusing and exchanging seeds can
seriously undermine biodiversity and farmers’ ability to continue farming, and
thus the world’s capacity to ensure sustainable food production over the long
term. Thus, today’s IPR regimes will have to be re-examined and reformulated
to avoid threats they may pose to the fulfillment of the right to food. The HRCR
also warns policy-makers specifically about focusing too much attention on
just increasing production—an over-simplistic, ahistorical approach that mostly
benefits transnational agribusinesses. Rather, efforts to address the food crisis
must be informed by an understanding of the political economy and political
ecology of food, and on how to empower vulnerable groups to realize their
rights to food, land, seed, health, and livelihoods.

A human-rights-based framework approach can help focus institutional pri-
orities and establish necessary mechanisms to protect human rights. Adopting
such a framework can help state and non-state actors keep food system solu-
tions firmly on track. A framework approach would also help policy-makers
avoid getting lost in a laundry list of policy options or distracted by misdirected
efforts that may undermine fulfillment of these human rights. This approach can
provide a useful frame with which to view the solutions and policy options put
forward by the IAASTD. Because of the IAASTD’s explicit focus on equity,
its analyses and many of its policy options fit well within a human-rights-based
framework for action.

TAASTD Key Finding: “Business as Usual is Not an Option”

The IAASTD concludes that today’s intertwined crises in climate, energy, water,
and food demand change now. While agricultural technological innovations in
the twentieth century have contributed to impressive yield gains that have in turn
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contributed to national efforts to attain food security, their success was largely
shaped by immense investments in agriculture and an array of institutional and
policy supports (Dreyfus et al. 2009). At the same time, the technological con-
tributions of the Green Revolution and industrialized agriculture have had unac-
ceptably high social and environmental costs, including natural resource
degradation, salinization, and desertification, rising water scarcity, and chem-
ical pollution leading to dead zones at sea, groundwater contamination, loss of
biodiversity, and public health harms.

People have also benefited unevenly from yield gains of the past decades.
As the IAASTD explains, “agricultural technologies such as high-yielding crop
varieties, agrochemicals, etc., have primarily benefited better resourced groups
in society and transnational corporations, rather than the most vulnerable ones”
(IAASTD 2009d, 32). As a result, social inequities have deepened over the past
several decades, and women, children, the rural and urban poor, farm workers,
and indigenous communities have suffered disproportionately. The report
explains that reliance on technological solutions—including genetically mod-
ified seeds—is unlikely to reduce hunger or poverty or to advance equitable and
sustainable development, and may—in the absence of careful comprehensive
and participatory assessment of technological innovations by multiple stakehold-
ers—even exacerbate current conditions of poverty and inequity. The more fun-
damental change required must come from new political, social, economic, and
cultural approaches to the institutions governing not only those technologies but
also the evolution of our food and agricultural systems, [PR frameworks, and
international trade rules (Mclntyre et al. 2009a).

In assessing existing institutional arrangements, the IAASTD finds that
corporate concentration within the food and agribusiness industry, and vertical
integration of the food system, have had negative consequences for health,
environment, and social equity (McIntyre et al. 2009b; Dreyfus et al. 2009). The
evidence demonstrates, furthermore, that trade liberalization has more often
than not harmed the poorest countries, peoples, and their environments and
poses a serious threat to food security (Nathan, Rosenthal, and Kagwanja 2009;
Izac et al. 2009) (see Box 16.2).

TAASTD Key Policy Directions:
Reorient toward Sustainability

The TAASTD lays out a comprehensive set of social, environmental, and eco-
nomic policy options to reorient local and global food systems toward greater
social equity and sustainability. In brief, these include: strengthening the small-
scale farm sector; revitalizing local and regional food systems; building local
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Box 16.2 /AASTD Key Finding on Trade

“Opening national agricultural markets to international competition can
offer economic benefits, but can lead to long term negative effects on
poverty alleviation, food security and the environment, without basic
national institutions and infrastructure being in place. Some developing
countries with large export sectors have achieved aggregate gains in GDP,
although their small-scale farm sectors have not necessarily benefited and
in many cases have lost out. The small-scale farm sector in the poorest
developing countries is a net loser under most trade liberalization scenar-
ios” (IAASTD 2009d, 7).

and national capacity in biodiverse, agroecological farming; mobilizing public
and private-sector investments toward equitable sustainable development; and
establishing supportive institutions and institutional arrangements to accom-
plish these goals. The IAASTD underscored the importance of recognizing the
right of peoples and countries to determine their own food and agricultural
policies, defined as food sovereignty (see also Ishii-Eiteman 2009; Via
Campesina 1996, 2007; IIED 2008).

Social Policy Options

Support small-scale farmers

The IAASTD states that establishing equitable and sustainable development
in the future requires prioritizing the needs of small-scale farmers now (Izac et
al. 2009; Dreyfus et al. 2009). Institutional and policy options to accomplish this
include increasing public investments in rural areas and strengthening farm-
ers’, women'’s, and other community-based organizations; providing technical
assistance to farmers in adjusting to and mitigating climate change and other
environmental stresses and system shocks; and encouraging equitable and par-
ticipatory farmer—scientist partnerships to respond more appropriately to farm-
ers’ immediate and emerging challenges. Small-scale farmers also need secure
access to productive resources (e.g., land, water, seeds), information, and credit
and marketing infrastructure as well as fair trade arrangements and supportive
market conditions. The IAASTD observes that intellectual property laws will
also likely need to be revised to prevent the misappropriation of indigenous
and local people’s knowledge and to more effectively address equity and genetic
resource issues. This revision will also need to address tensions between, on the
one hand, traditional knowledge, rights, and community-based innovation, and
corporate ownership claims on DNA, germplasm, seeds, and other biological
components or forms of life on the other (Izac et al. 2009).
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Revitalize local and regional food systems
Strengthening local and regional food systems offers a compelling pathway
toward achieving equitable and energy-efficient food production and distribu-
tion. This can be stimulated through innovative multi-stakeholder partnerships
between rural and urban communities, private-sector representatives, and pub-
lic-sector agencies. Promising approaches include the establishment of repre-
sentative democratic local and state food-policy councils as a means of
encouraging broad participation in setting food policies (as in Canada, India,
the Netherlands, the United Kingdom, and the United States) and the encour-
agement of urban and peri-urban agriculture, an increasingly important com-
ponent of food security in many countries (for instance, in municipalities in
Brazil, China, Cuba, Kenya, India, Uganda, Venezuela, and Vietnam).
Localization or regionalization of food processing, procurement (for exam-
ple by schools, hospitals, city agencies, etc.), and distribution are examples of
innovative approaches. The municipality of Belo Horizonte in Brazil has imple-
mented a UN-award-winning food security program, procuring mostly organic
produce from nearby small-scale farmers and supplying urban needs, while
farm-to-school and other private-sector-initiated local procurement programs
are gaining popularity in North America. Similarly, relying as much as possi-
ble on local or regional resources for emergency food distribution systems as
an alternative to internationally sourced food aid can both reduce energy costs
and support local and regional agricultural sectors.

Environmental Policy Options

Recognize the multi-functionality of agriculture

The IAASTD has determined that agriculture is multi-functional in nature, pro-
viding goods and services that reflect the interconnectedness of agriculture’s mul-
tiple dimensions, roles, and functions (IAASTD 2009d, 5; Mclntyre et al. 2009b;
Leakey et al. 2009; IAASTD 2009f) (see Box 16.3). Thus, institutions and insti-
tutional arrangements need to be closely assessed for their contributions and
potential impacts, both positive and negative, to the multiple functions of agri-
culture. Public and private-sector actors may need to reformulate their pro-
grams and policies to ensure that the multiple functions of agriculture are
sustained, and that public interest and natural and agricultural resource manage-
ment goals are met.

The IAASTD goes on to elaborate the types of policies and investments
that can secure the social, environmental, and economic functions of agricul-
ture. Social functionality can be ensured by empowering marginalized stake-
holders (particularly women) to sustain the cultural and biological diversity of
their food and agriculture systems and by increasing their access, ownership,
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Box 16.3 Multi-functionality of Agriculture
According to the IAASTD:

“Agriculture operates within complex systems and is multi-functional in
its nature. A multi-functional approach to implementing agricultural
knowledge, science, and technology (AKST) will enhance its impact on
hunger and poverty, improving human nutrition and livelihoods in an
equitable, environmentally, socially and economically sustainable man-
ner. Multi-functionality recognizes the inescapable interconnectedness of
agriculture’s different roles and functions, i.e., agriculture is a multi-out-
put activity producing not only commodities, but also non-commodity
outputs such as environmental services, landscape amenities, and cultur-
al heritages” (IAASTD 2009f; see also IAASTD 20094d).

and control of economic and natural resources through legal and financial
(credit) means. Education and training—not only of farmers but also of policy-
makers and public-agency personnel—is necessary to strengthen decentralized
participatory planning and decision-making processes. Environmental func-
tionality is supported through the adoption of biodiverse, agroecologically
sound practices, restoration and protection of ecosystem services (water and
nutrient cycles, pollinator health, etc.), and use of water and energy-conserv-
ing practices. Adverse effects of climate change can be minimized and mitigated
through diversified farming practices, such as organic agriculture, which sup-
port increased soil carbon sequestration and water retention. Economic func-
tionality can be secured by promoting market and trade policies that benefit
small-scale producers, establishing fair price bands and increasing access to
microcredit, rewarding resource-conserving practices, and providing access to
crop insurance and other financial services and instruments.

An integrated approach to the multi-functionality of agriculture is likely to
yield the best outcomes. This approach calls for including sciences and fields
of expertise outside conventional agriculture disciplines (i.e., social sciences,
political economy, political ecology, macroeconomics, etc.), bringing multiple
ministries together into new institutional formations, and drawing on non-for-
mal science and local and traditional knowledge when devising integrated food,
agricultural, and natural resource policies. The IAASTD concludes that broad-
ening agricultural research objectives to address multi-functional goals and
revising investment priorities accordingly can substantially improve the multi-
functional performance of food and agriculture systems in all parts of the world.
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Build capacity in agroecology

The emerging consensus reflected in the IAASTD is that the success of future
agriculture will be determined largely by our capacity to adapt to expected and
unexpected shocks to the system. Food system impact analyses will thus increas-
ingly need to take account of global water, energy, and climate “foodprints.”
The central scientific and technical challenge facing agriculture today, accord-
ing to the ITAASTD, is shifting toward improved and sustainable production
based on long-term agroecosystem health and ecological resilience in the face
of these stresses. The ITAASTD therefore calls for “an increase and strengthen-
ing of investments in the agroecological sciences” (IAASTD 2009d) and sug-
gests that governments consider establishing a national framework for the
implementation of agroecological production (IAASTD 2009d, 6; see also
Leakey et al. 2009; Dreyfus et al. 2009; Gurib-Fakim et al. 2009; IAASTD
2009¢; PANNA 2009) (see Box 16.4).

Box 16.4 Agroecology and Sustainable Production’

Agroecology—the foundation of sustainable agriculture—is the science
and practice of applying ecological concepts and principles to the study,
design, and management of sustainable agroecosystems. Agroecology com-
bines scientific inquiry with indigenous and community-based experimen-
tation, emphasizing technology and innovations that are knowledge-
intensive, low-cost and readily adaptable by small- and medium-scale pro-
ducers. Drawing on both natural and social sciences, agroecology provides
a framework for assessing four key systems properties of agriculture: pro-
ductivity, resilience, sustainability, and equity.

Agroecological farming can increase ecological resilience to environ-
mental shocks such as climate change, improve health and nutrition through
decreased exposure to pesticides and improved dietary diversity, increase
energy efficiency through reduced reliance on fossil fuels, and conserve
resources and essential ecosystem services (e.g., water and nutrient cycling,
pollination, natural biological control of pests, maintenance of genetic
diversity, prevention of soil erosion, etc.). In Central America, for exam-
ple, in the aftermath of Hurricane Mitch, farmers who had adopted agroe-
cological methods enjoyed higher productivity, retained more topsoil, field
moisture, and vegetation on their plots, and experienced lower economic
losses than conventional farmers, demonstrating greater resilience to
extreme weather events (Niva et al. 2009).
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Specific steps for building local and national capacity in agroecology include
increasing investments in agroecological research, extension and education,
and encouraging collaboration among farmers, indigenous communities, exten-
sionists, and researchers. Payment incentive programs can encourage practices
that increase agro-biodiversity while taxes on health and environmental harms
can help reduce reliance on chemical inputs, fossil fuels, and water, or energy-
intensive production (Izac et al. 2009; Beintema et al. 2009). Relevant actors
will need to revise institutional priorities, incentive systems, and budget allo-
cations to achieve these goals.

The TAASTD also recognizes the importance of minimizing environmental
harms caused by agriculture through environmental regulations and the ratifica-
tion and implementation of regional and international environmental agreements
(for example, the Kyoto Protocol to the UN Framework Convention on Climate
Change, the UN Convention on Biological Diversity, and the Basel, Stockholm,
and Rotterdam Conventions on the registration, trade, use, and reduction of toxic
chemicals). Voluntary standards (the Food and Agriculture Organization Code
of Conduct on the Distribution and Use of Pesticides), policy frameworks (the
Strategic Approach to International Chemicals Management), and other intergov-
ernmental and multi-stakeholder forums to guide policy-making (the International
Forum on Chemical Safety) are also effective mechanisms to support national
policy transitions toward sustainable development goals. By establishing that
reliance on environmentally destructive agricultural practices is no longer accept-
able and that continued contribution to greenhouse gas emissions, biodiversity
loss, or chemical contamination of biota, air, soil, and water is to be halted, these
international agreements can strengthen national political will and commitment
to transitioning toward more sustainable practices (Dreyfus et al. 2009;
UNESCO/SCOPE/UNEP 2009).

Economic Policy Options

Address food price volatility

Short-term measures to address food-system needs include stabilization of
prices (i.e., through fair price floors and ceilings, re-establishment of strategic
grain reserves, and supply management mechanisms). By reducing volatility in
food prices, these measures can encourage farmers to invest in longer-term
resource-conserving strategies, which also support national food security goals.
Some short-term responses such as lowering food import tariffs and imposing
export restrictions can bring consumers immediate relief but can have longer
term costs on domestic food production. Food import tariffs prevent domestic
farm sectors from being undermined by food dumping and provide much-
needed revenue to public budgets. For this reason, the IAASTD recognizes the
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need to provide compensation to developing countries for revenues lost as a result
of tariff reductions.

The IAASTD also argues for more comprehensive and fully participatory
assessment of future investments in biofuels (Avato, Brown, and Kairo 2009;
TAASTD 2009a). The HRCR goes further in decrying industrial-scale agrofu-
els, calling for a suspension of national investments in agrofuels until it can be
demonstrated that vulnerable communities and ecosystems will experience no
adverse effects.® The HRCR also calls for revising current measures that encour-
age agrofuel production (e.g., blending mandates, subsidies, and tax breaks)
(de Schutter 2008).

Implement equitable trade and market-oriented policies

After assessing the adverse impacts of current trade regimes, the [AASTD pres-
ents a number of options for how to establish fair regional and global trade
arrangements (Nathan et al. 2009; Izac et al. 2009; TAASTD 2009d, 7; and
IAASTD 2009c). Foremost among these is preserving national policy flexibil-
ity by according special and differential treatment to developing countries. The
IAASTD has determined that this will contribute to improving developing
countries’ ability to benefit from agricultural trade, pursue food security goals,
and minimize dislocations from trade liberalization. Providing developing coun-
tries with preferential (non-reciprocal) access to industrialized-country mar-
kets for commodities important to domestic food and livelihood security, and
removing escalating import tariffs for processed commaodities, can enable devel-
oping countries to gain a fair share of value-added benefits from the export of
processed commodities.

These approaches necessitate improving the quality and transparency of
governance in agricultural trade, including strengthening developing-country
capacities in trade analysis and negotiation. Developing and providing improved
tools for assessing social, environmental, and economic tradeoffs in proposed
trade agreements (such as strategic impact assessments) is an essential step
toward accomplishing this goal.

Market-oriented public-policy options to reorient food systems toward sus-
tainability include the provision of incentives, such as payments for ecosystem
services and for organic transitions, along with credit, crop insurance, and tax
exemptions for sustainable practices. Public investment in local agro-processing
and marketing infrastructure enables value-addition and creates off-farm rural
jobs. Public-policy initiatives can facilitate direct farmer-to-consumer sales, for
example, by providing infrastructure for urban farmers’ markets. Other promis-
ing options include encouraging geographic, fair trade, and sustainable produc-
tion labels, enacting laws that support consumers’ right to know about the
economic, environmental, and social conditions behind production and
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distribution, and ensuring availability of affordable third-party certification. This
can increase opportunities for commercializing sustainably produced goods. Unsus-
tainable practices can be reduced by levying taxes on health and environmental
harms (e.g., the “polluter pays” principle), and carbon and energy taxes based on
whole-system energy budgets and analysis of greenhouse gas emissions.

Significantly, the IAASTD also highlights the importance of developing
and implementing full-cost accounting measures that include the full array of
health, energy, and environmental costs (“externalities”) and “spillover” effects
associated with different food and agricultural systems (IAASTD 2009Db).
Obtaining an accurate estimate of the true costs of production is not only good
economic practice but essential to enable well-informed policy and budgetary
decisions.

Investing in Sustainable Food Systems

Establishing the programs and policies described above would not be without cost.
As a first step, policy-makers are encouraged to conduct a participatory multi-
stakeholder assessment of the full costs of food and agricultural systems, pro-
grams, and public investments across sectors, calculated over different time
scales (IAASTD 2009d, 7; Beintema et al. 2009). This would inform the iden-
tification of societal priorities and particular needs of vulnerable groups. A grad-
ual redirection of investments from costly programs with high externalities
toward those likely to advance long-term health, environment, and food secu-
rity goals can minimize system disruptions. Such a rethinking of investment
will often benefit from cross-sectoral collaboration, for instance, between min-
istries and departments of health, agriculture, environment, education, labour, etc.
Upfront transaction costs may not be insignificant, but in most cases they will
ultimately be offset by reduced externalities and more efficient attainment of
policy objectives. International development and donor agencies have a respon-
sibility to assist developing countries with these transitional transaction costs.

Additional public revenues can be generated by taxing health and environ-
mental harms as described above and by levying equitably adjusted user fees,
such as for water use and school lunch programs (Nathan et al. 2009). Signif-
icant savings can often be secured by removing unnecessary or distorting
budget allocations, such as high export production subsidies in industrialized
countries and exemptions on import duties and on sales taxes for inputs such
as synthetic pesticides. Similarly, in some developing countries, savings can
also be accumulated by removing large, anticipatory “pest outbreak” budgets,
which become less necessary with the establishment of sustainable pest-man-
agement approaches.
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The impact of public investments can be substantially strengthened through
appropriate mobilization of the private sector. Rewarding private investment in
safe, sustainable, and locally appropriate crops, seed systems, technologies,
and food markets through tax breaks, for example, can stimulate private-sec-
tor engagement.

At the same time, the public sector needs to ensure that impacts of private
investments actually benefit the health and food security of all. Public institu-
tional arrangements can initiate competitive bidding for public funding based
on an enterprise’s proven capacity to meet public-interest goals. They can also
establish and enforce codes of conduct to prevent conflict of interest and
strengthen corporate accountability both to shareholders and to the public,
where public—private partnerships are concerned IAASTD 2009d, 7-8). Imple-
mentation of antitrust and competition regulations can begin to counter some
of the adverse effects associated with increasing concentration and vertical inte-
gration of the global food system (Izac et al. 2009).

Transnational buyers (trading companies, agrifood processors, input man-
ufacturers) typically dominate globalized food chains. Primary producers cap-
ture only a fraction of the international price of a traded commodity. Building
countervailing negotiating power, through new institutional arrangements such
as farmer co-ops and networks, for example, provide important opportunities
for resource-poor farmers to increase their share of “value-added” or “value-
captured.” The establishment of mechanisms for local rural enterprises to
increase their share of value-added (for example through local agro-processing
facilities) can also be effective (ibid.).

Institutional Innovations for Improved
Governance: Highlights

The IAASTD and HRCR offer a wealth of options for improving the governance
of institutions and their associated institutional arrangements to achieve more
equitable and sustainable food systems. Some of these have been described
above. Four priority areas for institutional improvement, and examples of spe-
cific options for action indicated in the IAASTD,” are detailed below.

Promote Institutional and Policy Innovations

Reform allocation of ministerial responsibilities

Reforming the allocation of ministerial responsibilities will facilitate more inte-
grated and therefore effective political decisions regarding food and agriculture.
Examples of Costa Rica’s Ministry of Environment, Energy, Mines, Water, and
Natural Resources, and the United Kingdom’s Department of Food, Environment,
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and Rural Affairs are given in the IAASTD report. In Costa Rica’s case, the
integration of formerly separate ministerial domains enabled policy-makers to
work together to implement a more holistic systems-oriented approach. As a
result, 98 percent of Costa Rican energy is now produced from renewable sources
and agricultural policies address water scarcity.

Establish a national framework for the implementation

of agroecological production

Restructuring agricultural research, extension, and education systems and pro-
vide professional and financial incentives will facilitate institutional redirec-
tion of resources toward agroecological sciences, integrated natural resource
management approaches, and interdisciplinary, farmer-participatory research
programs.

Use full-cost accounting methods in comparative assessments

of agriculture and food systems

This ensures a more accurate reading of the true costs of food and agricultural
industries than is available using most standard economic models. Internaliz-
ing the costs of social and environmental “externalities” can also be partly
accomplished by levying taxes on harms and by stimulating market response
through product labelling (e.g., calculating a product’s contribution to green-
house gas emissions or as a climate footprint).

Employ Comparative Technology Assessments (CTAs)

Comparative Technology Assessments (CTAs) enable governments to monitor
and evaluate major new technologies and their socioeconomic, health, and envi-
ronmental impacts. Institutional arrangements that could be revitalized to coor-
dinate such work at the international level include the UN System to Conduct
Technology Assessment for Development and the UN Commission on Science
and Technology for Development (within the UN Economic and Social
Council). Alternatively, a legally binding multilateral agreement on CTA could
be negotiated, providing an independent transparent early warning, monitoring,
and assessment framework for emerging technologies and their potential impact
on food systems, poverty, equity, environment, and so on.

Reform Commodity Trade and Markets

Establish fairer regional and international trade arrangements

These include arrangements based on recognition of principles of special and
differential treatment, non-reciprocal access, and deeper preferential access to
developed-country markets for commodities significant to producers’ liveli-
hood and food security.
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Build developing countries’ trade-negotiating capacities
Developing-country negotiators need access to analytical tools and compre-
hensive information on potential social and environmental tradeoffs associated
with trade agreements under consideration. For example, strategic impact assess-
ments of trade agreements give negotiators (and the public) a more comprehen-
sive understanding of potential social and environmental consequences of such
agreements.

Establish international competition policy

This policy should create multilateral rules on restrictive business practices
and reintroduce price bands to minimize world price volatility (see for exam-
ple, the Chile-EU trade agreement). Establishing a new UN agency to carry on
the important work of the UN Centre for Transnational Corporations could be
helpful in this regard.

Revise Laws of Ownership and Access

Implement effective policies for equitable access to resources

Land reform, equitable water use policies, and mass distribution of credit can
secure small-scale farmers’ access to productive resources. Improved access
to productive resources, technologies, equipment, and information can enable
small-scale farmers to compete more effectively and invest in longer-term
resource-conserving strategies.

Revise intellectual property laws

New laws regarding intellectual property are needed to address the increasing
concentration of control over seeds, the declines in agro-biodiversity, and the
geographic and social inequities in access to germplasm and knowledge that have
resulted.

The new laws should strengthen legal and social protections for indigenous
peoples and their knowledge systems, and also uphold small-scale farmers’
rights to domesticate, save, develop, exchange, and trade their communities’ own
agricultural genetic resources. These protections maintain cultural and biolog-
ical diversity and improve family nutrition, livelihood security, and farm-sys-
tem resilience to climate change and other environmental stresses.

Broaden Governance and Management of Food
and Agricultural Systems

The following are a number of suggested reforms to broaden the governance
and management of food and agricultural systems:

e



02 _Clapp.gxd:clapp DESIGN.gxd 9/16/09 3:3$M Page 232

232

Part4 Promoting Food Security and Sustainable Agriculture

» Open up scientific and technological direction-setting processes to a broad
array of stakeholders. Such an opening would help ensure that agricul-
tural research efforts are geared toward meeting public interest and envi-
ronmentally sustainable goals.

 Establish democratic, representative food-policy councils at local, sub-
national and national levels. These councils ensure that food and agri-
cultural policies and institutions meet broadly agreed-upon societal goals.

* Localize and/or regionalize food processing, procurement, distribution,
and consumption arrangements.

+ Eliminate structural overproduction in developed countries and the dump-
ing of food below cost of local production in developing countries.

* Redesign emergency food distribution systems to secure goods from local
and regional sources.

* Ensure that public- and private-sector partnerships and arrangements
serve public interest goals (for example, by providing financial rewards
and tax breaks for good practices, taxing harmful practices, and establish-
ing and enforcing anti-trust and international competition regulations,
along with codes of conduct and competitive bidding where public-sec-
tor resources are involved).

Rights-based Approach to Food Security: Reprise

In answering the question posed earlier, “Who will produce food, how, and for
whose benefit?” (de Schutter 2008), the rights-based approach offers several
institutional mechanisms to ensure that the policy options suggested by the
TAASTD have a high likelihood of advancing the more equitable development
of our food systems. They begin by identifying emerging or potential threats to
the right to food by assessing, for example, the impacts of legislative initia-
tives, IPR regimes, trade agreements, and other policies with direct or indirect
effects on food security. The HRCR suggests “right-to-food impact assess-
ments” and notes that food sovereignty is a precondition of food security. The
HRCR also addresses the thorny question of accountability and how to pro-
vide redress for legal claims against those whose action—or inaction—violates
these rights. The report notes that institutional mechanisms for accountability
may require new legislation to ensure that such rights are justiciable—action-
able in court, with redress and liability enforcement mechanisms in place.
Furthermore, as the HRCR reminds us, it is the obligation—of states and
all international agencies—not to pursue policies that could negatively affect
fulfillment of the right to food, such as the development of agrofuel policies.
These actors and institutional arrangements are also bound by the obligation
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to protect rights “by controlling private actors” and should therefore clarify how
the private sector can contribute to shaping a more just food production and
distribution system. Finally, all states, international agencies, and their mem-
bers must cooperate internationally to address not only the proximate but also
the underlying structural causes of the food crisis and failures of our food sys-
tems (ibid.).

Where the IAASTD has provided us with a detailed set of robust policy
options, the HRCR offers a rights-based framework that bolsters these policy
options with the imperative of fulfilling the universally recognized right to food.

Conclusion

By strengthening farmers’ organizations, supporting the small-scale farm sec-
tor, increasing investments in agroecological farming, creating more equitable
and transparent trade agreements, and increasing local participation in policy
formation and other decision-making processes, we can begin to reverse the
structural inequities within and between countries, increase rural communities’
access to and control over resources, and pave the way toward local and national
food sovereignty. Many examples of successful approaches already exist in the
world but are often inadequately supported by prevailing national and interna-
tional policy and trade environments. Implementing the IAASTD and HCRC’s
robust options for the future requires governments, international agencies, and
the United Nations to recognize their obligations to respect the human right to
food and to take decisive action in setting a new course for food and agricul-
ture that fulfills the promise of equitable and sustainable development.

Notes

1 The full IAASTD report includes a Global Report and five sub-global reports and their
respective Summaries for Decision Makers as well as a Synthesis Report, including an Exec-
utive Summary. The reports were accepted at an Intergovernmental Plenary in Johannesburg
in April 2008.

2 The assessment was sponsored by the United Nations, the World Bank, and the Global Envi-
ronment Facility (GEF). Five UN agencies participated: the Food and Agriculture Organiza-
tion of the United Nations (FAO), the UN Development Programme (UNDP), the UN
Environment Programme (UNEP), the UN Education, Scientific and Cultural Organization
(UNESCO) and the World Health Organization (WHO).

3 Fifty-eight governments accepted and endorsed the report. Only the United States, Canada,
and Australia declined to fully approve the report, objecting primarily to IAASTD findings
on the impacts of trade liberalization and its assessment of modern biotechnology’s actual
and potential contribution to equitable and sustainable development goals.

4 For further background, see IAASTD 2009b.

5 For further background, see IAASTD 2009f.
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6 The HRCR, along with many civil society organizations and social movements, use the term
“agrofuels” to emphasize the industrial scale and purpose of both the production system and
its outputs. The term “biofuels” is considered misleading as, some argue, it incorrectly
implies a “green” or environmentally sustainable form of energy production.

7 For details on the listed options for institutional change, see in particular, McIntyre et al.
2009b; Izac et al. 2009; Nathan et al. 2009; IAASTD 2009b; and IAASTD 2009c¢.
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CHAPTER 17

P =

The Governance Challenges of
Improving Global Food Security

Alex McCalla

ood security is a national responsibility. The definition of the Food and

Agriculture Organization of the United Nations (FAO) states: “Food secu-
rity exists when all people, at all times, have physical, social and economic
access to sufficient, safe, and nutritious food which meets their dietary needs
and food preferences for an active and healthy life” (FAO, 2003). Therefore, the
sufficient condition for food security for an individual is accepted as having three
necessary conditions: (1) availability of sufficient supplies; (2) access to enough
food, either through sufficient income or by the provision of adequate safety nets;
and (3) nutritional wholeness—access to a complete and healthy diet. The suf-
ficient conditions for national food security are that all citizens are individually
food secure.

Historically, many, including most agriculturalists, have equated food secu-
rity to national food self-sufficiency but this is clearly inadequate. Even if a
nation were to produce on average enough food for all of its citizens, there is
no guarantee that all citizens have access to it or that they would consume a nutri-
tious diet. But beyond this, the reality is that no country in the world is truly food
self-sufficient. The United States, one of the world’s largest exporters of agri-
cultural products, is forecast to export US$113 billion in 2009, but is also fore-
cast to purchase $US83 billion of agricultural imports in the same year. By
comparison, Japan, which, based on calories consumed, imports 60 percent of
its food supply, imported $US40 billion of food in 2007. Therefore every coun-
try is involved to some extent in international food markets, and international
governance must play a role.

237
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This chapter focuses on four types of international governance issues. First,
feeding a growing world population, given limited land and water resources, has
increasingly depended on increased yields. Increased yields come from agricul-
tural productivity improvements generated by agricultural research and devel-
opment (R&D). One of the most successful innovations in international
governance is the Consultative Group on International Agricultural Research
(CGIAR), which played a critical role in the “green revolution.” Knowledge does
not recognize political boundaries, and, therefore, international mechanisms
are crucial. Yet the CGIAR faces serious challenges from both changes in sci-
ence and changes in the structure of international aid.

Second, all countries are involved to some degree in international trade in
agricultural and food products. Therefore an efficient, open, and fair trading
system is clearly an international “public good” of critical importance to all
countries. Trade liberalization under the General Agreement on Tariffs and
Trade (GATT) and its successor organization, the World Trade Organization
(WTO), has been very successful in liberalizing industrial trade but has had
limited success in agriculture. Therefore agricultural trade liberalization remains
a stubborn international governance challenge.

Third, the more important international markets are to domestic food secu-
rity, the more critical it is for countries to manage their interface with world mar-
kets. This prevents wide swings in international prices from damaging domestic
rural development and safety net programs. This does not mean closing borders
but rather developing national, and possibly regional, coping mechanisms that
could involve stocks and other risk-management tools.

Fourth, there will always be some at the national and global levels who
have inadequate access to food. Therefore national and international safety
nets, like food distribution programs, food stamps, and income supplements, are
critical elements in long-term food security strategies. International food aid,
as through the World Food Programme (WFP), for example, has a critical role
to play in regional food shortages resulting from natural disasters such as drought
and national food crises resulting from conflict or other contributing factors. After
considering each of these issues in turn, the chapter concludes by assessing the
overall prospects of improving international governance for food security.

The Critical Importance of Global Agricultural
Productivity Improvement

Past trajectories regarding human population growth and food production make
it clear that improvements to agricultural productivity are required and that this
must be a central focus of international governance responses to the food crisis.
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In 1961, the world’s population reached 3 billion people, increasing from 2 to
3 billion in just thirty-four years. In contrast, the second billion had taken 123
years (1804-1927) and the first billion from the beginning of time. According
to Evans, virtually all of the increased food production needed to feed the first
2 billion came from expanded area under production. And despite pockets of
scientific agriculture in Western Europe and Japan in the nineteenth century, the
third billion was likewise primarily fed by a 40 percent increase in area and
from the freeing of 130 million hectares previously producing fuel for horses and
for food grain production. “Between 1870 and 1920, while world population
increased by 40 percent, the arable area increased by 75 percent due to exten-
sive land clearing, particularly in North America and Russia” (Evans 1998, 90).

It was only after 1960 that increasing yields per hectare became the major
source of increases in food supplies. Adding the fourth and fifth billion took only
thirteen years each (1961-74 and 1974-87), and the sixth just twelve years
(1987-99). The vast majority of the increase in food production needed to feed
this doubling of world population in less than 40 years came from increased pro-
ductivity, as modest increases in area since 1975 were more than offset by
losses of productive land to other uses and to soil degradation. The application
of science to agriculture had research roots dating back at least to von Liebig
in the mid-nineteenth century, but it was increasing investments in applied
research in developed countries in the first half of the twentieth century that led
to the genetic and chemical revolution that drove agriculture in the second half
of the twentieth century. Molecular biology will shape improvements in the
twenty-first century. No matter your position on it, this is an incredible scien-
tific accomplishment.

But the task is not complete. The world’s population is forecast to be 8.9 bil-
lion people in 2050, which is 2.2 billion more than the current population of 6.7
billion. Rural population numbers will stabilize and likely decline, meaning
that all of the increase will be in cities. These additional people will have to be
fed using less land and with more severe competition for water. The recent
price spike should remind us how precarious the balance between the rates of
growth of supply and demand has become. Global grain consumption exceeded
global production in six of the last eight years (Figure 17.1). The result was a
drawdown of stocks to the lowest levels since the early 1970s (Figure 17.2).
Thus, when shocks like weather and the surge in biofuel demand occurred, they
caused prices to rise sharply.

The major reason the rate of supply expansion is slowing is because pro-
ductivity growth in basic cereals is declining, as shown in Figure 17.3. In the
early 1960s, productivity growth for the basic cereals, maize, rice, and wheat
was 3 percent or above (the beginnings of the green revolution). In the 1970s
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Figure 17.1
World Cereal Production, 1999-2007
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Figure 17.2
World Cereal Stocks, 2000-2008
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and 1980s it declined, finally falling below 2 percent in the 1990s, and it has
been below 1 percent for all three for some years in the twenty-first century. This
has occurred as the rate of demand growth approached two percent. The slow-
down is the result of precipitous declines in public investment in agricultural
research and development, and in agricultural development. The principal sup-
plier of international agricultural R&D, the CGIAR, experienced flat or declin-
ing real funding for the past twenty years. At the same time. private-sector
investment in agricultural research increased but almost exclusively in indus-
trialized countries. This increase is driven by rapid advances in biotechnology
and intellectual property protection for plant species, which allow private firms
to capture the benefits of their research.

The global governance challenges here focus on how to expand the capac-
ity to produce productivity improvements in developing countries and in the
CGIAR. Remember that the rapid increases in public investment in the CGIAR
and in developing country agriculture in the 1960s and 1970s contributed to the
green revolution. The CGIAR investment provided unrestricted funding to
highly focused research institutions that produced among other things, semi-
dwarf rice and wheat, which contributed to, for example, the more than dou-
bling of Indian wheat production on less land than was planted in the 1960s.

Figure 17.3
Agricultural Productivity Growth for Rice, Maize and Wheat, 1963—2005
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But the CGIAR was a victim of its own success, as donors began to ask it to
take on projects that were more about development and less about research.
Recent reviews of the CGIAR System have concluded that it has lost some of its
focus and is unable to respond collectively and quickly to current challenges.
‘When World Bank president Robert Zoellick proposed doubling global investments
in the CGIAR from US$500 million to US$1 billion, many were disappointed at
the inability of the CGIAR to respond collectively and rapidly. The CGIAR is a
decentralized family of fifteen international research centres, each governed by
an independent board of trustees. When it was formed in the early 1970s it was
designed to encourage scientific independence and entrepreneurship by individ-
ual scientists and centres. The critical question is whether an informal mecha-
nism for collective action invented in the 1970s will be able to respond to a greatly
changed world. Not the least of these changes is the biotechnology revolution,
which offers much potential but is capital intensive, involving economies of scale.
These changes in science, plus the application of intellectual property protection
to plant and animal life, have lead to a rapid expansion of private-sector invest-
ment. But this expansion has been concentrated in large developed and emerg-
ing-market countries, while public investment in developing countries has slowed,
leading to concerns about the impact of privatization of agricultural research on
food security in developing countries. There are also other new challenges, includ-
ing global warming, increasing water constraints, and urbanization. And finally,
the architecture of aid has changed radically with the multiplication of actors,
including thousands of NGOs and new foundations such as The Bill and Melinda
Gates Foundation (Kharas 2007).

Restoring higher rates of productivity growth worldwide, and in particular
in developing regions, is an enormous challenge. The CGIAR has always been
a fragile institution that lacks any formal status, but many would argue it is one
of only a few really successful international initiatives. One hopes the reform
efforts currently underway do not end up destroying this critical institution.

The Serious Challenge of Reducing Agricultural
Protectionism

As noted above, an efficient, open, and fair trading system is clearly an inter-
national “public good” of critical importance to all countries. Yet agriculture,
particularly in developed countries, remains highly subsidized and protected.
The Doha Round of WTO negotiations remains barely alive, on life support
after eight years of negotiations. The problem is again attributed to the failure
to agree to reduce protection and subsidies to mainly large and well-off farm-
ers in Organization for Economic Co-operation and Development (OECD)
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countries, and for emerging countries to agree to open their highly protected
domestic markets. Why does this matter? It matters in three ways that are impor-
tant to global food security.

First, high levels of support to domestic producers who sit behind high lev-
els of border protection—for sugar and dairy in most countries—increases
domestic production, which either reduces demand for imports or expands
export supply. The result either way is depressed world prices, which discour-
ages agricultural production in poor developing countries where the majority
of poverty is rural. It also reduces access to promising developed-country mar-
kets. The recent international price spike underlines the potential negative
impacts of unstable international markets on poor food-importing countries.
Second, it has been conclusively proven in manufactured-products trade that
reducing trade barriers contributes to more rapid growth in income and to the
reduction of poverty. The record of GATT/WTO in freeing non-agricultural
trade since World War II is a remarkable international governance success of
the postwar period. Agricultural trade could similarly contribute if it liberal-
ized, but rich-country farm interests are powerful and have been successful in
sustaining highly protective domestic farm support programs. The most recent
WTO suspension was a stand-off between rich countries and emerging devel-
oping countries like India over how much rich countries will reduce domestic
support and open borders versus how much traditionally closed economies
will be opened to trade. The global economic meltdown in the last half of
2008 and 2009 is so severe that it has kept the Doha Round alive, because
there is real concern that national reaction to the global recession will be
increased protectionism. Freeing agricultural trade could have a positive
effect in pulling the world out of recession.

Third, both trade theory and empirical evidence show that the more open a
world market, and the more countries that participate in it, the more stable it will
be. This is because protectionism allows countries to export their shocks (i.e.,
production shortfalls) and protect themselves from sharing in needed global
adjustments. As more countries close their borders, random shocks such as
droughts are borne increasingly by those few that remain open. Thus, freely
functioning world agricultural markets are clearly in the interest of developing
countries. The world’s experience with the rapid run-up and crash of commod-
ity prices in 2007-09 should alert us to the likelihood that more liberalized
agricultural markets would have expressed less volatility.

A WTO solution that moves in the direction of more open agricultural and
food trade is a large and difficult global governance challenge. It will require
bold steps by both rich countries and developing countries to simultaneously
commit to a much more liberalized agricultural trade agenda.
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Managing National Interfaces with Unstable World Markets

Regardless of progress on the first two challenges, global commodity markets
will periodically be subject to shocks. The causes could be many: random nat-
ural events (a coincidence of droughts in major producers); global warming,
which is likely to increase the number and magnitude of weather events; eco-
nomic disturbances like those that have enveloped the world in 2008—09; or rad-
ical changes in policy by large countries, such as the Soviet Union entering the
world wheat markets in 197172 in a big way. Because of the thinness of most
agricultural markets, small changes in growth rates of supply or demand can
cause severe price swings. We have had three such events since 1970 (197274,
1996-97, and 2007-08). Given that many countries, and in fact whole regions,
are increasingly dependent on world markets for basic food supplies, rapidly
rising world prices can have devastating impacts on poverty and hunger.

Among world regions, the Middle East and North Africa Region (MENA)
is the most vulnerable because it has been food deficit for many years and that
deficit is rising. Table 17.1 shows the import dependence of selected countries.
Rapidly rising food prices, dwindling grain stocks, and mounting concerns about
physical shortages of food have raised issues of food security to the top of many
national agendas. In the short run, ameliorating the impacts of rising food costs
on the poor is the immediate concern. If people live on US$2 or less per day and
spend 50-60 percent of their income on basic food, a doubling of food prices
could drastically reduce or eliminate all other spending and still reduce food
purchasing power. Better policies are necessary to mange price and quantity risk
in world markets as are more efficient and effective ways to provide food safety
nets. Safety nets are addressed in the next section.

Overall, what is required is a comprehensive food strategy that incorpo-
rates dealing with international markets as a permanent feature. This is neces-
sary because, for an increasing number of countries, food self-sufficiency is
unlikely to be physically possible and most certainly is economically indefen-
sible. As recent events have proven, international markets can exhibit signifi-
cant price escalation and instability and raise the possibility of short supplies.
Therefore, if a country is faced with permanently importing a significant and
growing share of food needs, how can the country mange that risk and insta-
bility? Fortunately there are options. One is for countries to acquire stocks in
periods of regular or low prices as a hedge against future price increases. How-
ever, there are two difficulties with this approach. First, holding stocks is expen-
sive, especially for small countries. Second, agricultural products deteriorate over
time, which requires constant rotation of stocks. The first of these could be par-
tially overcome by regional cooperation on stock holding, but the second is a
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Table 17.1
Cereal Balances in Selected MENA Countries, 2005
Trade
Production Net Imports Consumption Dependence
1000 mt 1000 mt 1000 mt imports/con %

Algeria 3527 8249 11776 70.1
Egypt 22405 12414 34819 35.6
Iran 21906 4615 36521 17.4
Iraq 3701 3415 7116 47.9
Jordan 1024 1892 2916 64.9
Lebanon 1774 736 2510 293
Libya 234 1214 1448 83.8
Morocco 4283 5018 9301 53.9
Saudi Arabia 2999 8204 11203 73.2
Syria 5631 2383 8014 29.7
Tunisia 2132 2437 4569 53.3
Yemen 496 1548 2044 75.7

Source: von Braun et al. 2008

permanent challenge. Joachim von Braun from the International Food Research
Policy Institute proposes the need for a new global grain reserve policy while
recognizing that past attempts have not been successful (see Table 17.2). How-
ever, there are options for holding physical stocks.

Table 17.2
Experience with Global Reserves

A new “global coordinated grain reserve policy” is needed

Past arrangements:

1950s: Global Emergency Food Reserve proposal by FAO Council

1975: Int’l Grain Reserve proposal by US Congress delegation

1976: Int’l Emergency Food Reserve (IEFR) created pending 1975 negotiations
1980s: Proposals to strengthen IEFR were not approved

1990s: EU surpluses

2000s: None

Source: von Braun et al., IFPRI, April 2008
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There are a range of options for price risk management. The World Bank
Framework Document for a Global Food Crisis Response Program (GFCRP)
describes the possibilities in detail. They first discuss utilization of commod-
ity futures markets:

There are two main approaches to hedging price risk within a commodity chain.
Financial hedging products, such as futures and options, are typically traded
on established commodity exchanges. They are generally used to mitigate short-
term price risks, i.e. 3-8 months forward.... Option contracts, which function
as a sort of “price insurance” mechanism, are more easily accessible by devel-
oping country clients since there is no credit risk carried by the provider if the
premium is paid up front. In Tanzania, Costa Rica, and El Salvador, commod-
ity market actors have used option contracts to help manage the risk of short-
term price volatility and work on this instrument is ongoing. There are two
types of option contracts: i) Put options create a price floor, and thus provide
protection (i.e. for producers, exporters) against the risk of prices falling, ii)
Call options create a price ceiling, and thus provide protection (i.e., for con-
sumers, importers) against the risk of prices rising. On the financial market, a
call option is based on underlying futures contracts. In the physical market, a
call option is based on delivery of physical stocks. (World Bank 2008a, 74;
emphasis in original)

A second approach would be customized risk management instruments using
physical trading products:

Given the challenges associated with accessing futures markets directly for
many developing country clients, more appropriate risk management instru-
ments can be customized using physical trading products, i.e., forward con-
tracts, minimum-price guarantee contracts, and physical options. These
transactions are called OTC “over-the-counter” transactions because they are
customized to client needs. Physical call options have been used by the Gov-
ernment of Malawi and are currently being evaluated for Haiti. The instrument
can provide a country with upside price protection through a contract that would
guarantee future delivery of rice at a price no higher than the pre-agreed ceil-
ing price. If prices move higher during the time period of the contract, supply
is assured at the pre-agreed ceiling price. If prices move down during the time
period of the contract, the option has no value and the country can source rice
through other channels, at the lower cost. (ibid., 75)

These options present two serious challenges for developing countries. First,
global commodity markets are complex and fast moving. Access to full, current
global information and the capacity to act fast are necessary conditions for play-
ing. Furthermore, the financial instruments in futures and options markets are
complicated and involve taking positions that have high levels of financial risk.
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Second, these markets require instant access to financial resources. For a small
developing country in the middle of Africa, these challenges could be prohibitive.
Thus, the challenge is for global entities like the international financial institutions
(e.g., the World Bank) is to work with regions and countries to develop effective
and functional mechanisms of international price risk management.

Food Safety Nets—National and International

Food insecurity arises for many other reasons beyond international market
instability, however. It can arise from high levels of domestic poverty, shortfalls
in domestic production, persistent regional droughts (e.g., Horn of Africa and
Southern Africa in recent years) and national and regional conflicts that disrupt
production and national food-distribution systems.

Many countries provide general food safety nets by subsidizing the prices
of, or physically providing, basic staples such as bread, flour, sugar, and veg-
etable oil. If these subsidies are not targeted, they can become major costs,
which are greatly escalated by rising world prices if the countries are importers.
Again using MENA as an example, subsidies in some countries exceed 2 per-
cent of GDP (Figure 17.4) and up to 8§ percent of government expenditures
(Figure 17.5). The challenge for these countries has to be to develop more effi-
cient and effective targeted food safety nets, and the international challenge is
to assist countries in that task (World Bank 2008b).

Figure 17.4
Food Subsidies in Selected MENA Countries, 2007 (Share of GDP)
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The international community can help countries cope with weather risk.
Attempts after the World Food Summit in 1996 to develop a Food Insecurity
and Vulnerability Information Mapping System were not fully successful but
are clearly needed. Recently the World Bank has proposed a mechanism to
manage weather risk. Their GFCRP Program proposes a third type of risk man-
agement—Early Warning and Weather Risk Management for Crop Production.
It would operate by strengthening national crop surveillance and early warning
systems and by using an index-based weather risk-management contract. World
Bank president Robert Zoellick proposed to the 2008 Rome Food Summit a
ten-point plan that included the use of weather derivatives (Zoellick 2008).
Designing a country-specific risk-management strategy is clearly an important
potential role for agencies such as the World Bank.

Finally, there is a well-established international safety net mechanism for
when food emergencies and famine arise: the World Food Programme, which
has in the past two years become the world’s largest handler of food aid. This
organization provides the last international governance defense against food
insecurity by delivering food supplies directly, or in cooperation with NGOs,
to hungry people. The WFP works in cooperation with bilateral food aid pro-
grams such as the US Food for Peace Program (PL 480) and the European
Union Food Aid program. Everyone agrees that it is preferable for aid agencies

Figure 17.5
Food Subsidies in Selected MENA Countries, 2007
(Share of Government Expenditure)
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to provide cash support for the most efficient and timely purchase of needed food
by recipient countries and WEP, yet the elements of PL 480 still insist on pro-
viding surplus US commodities. Thus, moving further toward a cash-based
system seems desirable. Sadly, much of WFP’s continuing efforts are devoted
to feeding people displaced by conflict.

Conclusion

This chapter has identified four interrelated global challenges to food security:
agricultural productivity improvements, liberalized international agricultural
trade policies, the matching of national interfaces with unstable world food
markets, and the installation of both national and international food safety nets.
Of these, the most critical one is long-term productivity growth, because unless
the world is able increase the rate of productivity growth, the future of global
food security is at risk. This is not to say the others are not important, because
they are. Nonetheless, we can probably survive without a WTO agreement, but
we cannot if we do not learn how to produce more with less.

But there is a nagging concern. Those who remember the aftermath of the
1972—74 price run-ups, which was larger than the one we have just experi-
enced, recall that the global community vowed that it would never neglect agri-
culture again. It was going to invest in research and technology development,
pursue agricultural development, and reduce rural poverty, saying that the world
must never again be lulled into a false feeling of security by declining real food
prices. Further commitments were made for trade reform that let world markets
work freely. But by the early 1980s, the world fell victim again to low food
prices, surpluses, and agricultural protectionism, and by the late 1980s agri-
cultural development and agricultural research were low on most agendas.

Most grain prices, which peaked up almost 300 percent from where they
started in early 2007, are now back down to near the levels they were before
the run-up. Given these falls, how long will doubling the CGIAR’s budget or
increasing investment in regional food security remain high on the agenda of
aid agencies, both bilateral and multilateral? Or will it be “how quickly we for-
get” again? Will it be another twenty-five years before the World Bank publishes
another World Development Report on the theme of agriculture? We must hope
not, because by then there will be almost two billion more people to feed.
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