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Introduction

France has decided to give priority to the regafabf agricultural commodities in the

programme of the G20 that it is chairing in 201fhe Tneeting of agriculture ministers

from the countries of the G20 due to take plac&riance in June marks a turning-
point in the organization of the work of this bodyis prospect is raising great hopes
among all those who were affected by the 2008 fowis and who are involved in the

defense of food security and the development atalgure in the world.

However, focusing the work of the G20 on the figlgainst price volatility has also

raised worries because the difficulties faced bystrfarmers on the planet do not
simply boil down to the instability of world pricefar from it. Nor are these the only
determining factors in national and regional adtigal policies. The Foundation for

World Agriculture and Rurality (FARM) has been penidg these questions since its
creation. It felt it would be useful to review tleballenges to agriculture and food
production in the light of its experience. Becaiis&ould be a shame if such a
promising initiative as the agricultural G20 failextackle adequately a subject which
concerns everybody on Earth, both consumers ardlipeos.

| have written this paper at the request of theidahvolved in FARM. It is based on
the studies and analyses that the foundation ha®daut since it was launched in
2005. It is also the result of meetings and disomsswhich have been opportunities
for debating these questions. But this paper igpergonal view. Certain assessments,
judgments and options are solely my responsibilifglt it was more useful to express
them clearly to take part in the debate.

1. The G20 is an increasingly influential decision-  maker.

Placing agriculture on its agenda is a first vigtdrhe first question to raise is whether
the G20 is the right forum. For a better understapaf what is at stake, it is worth
looking at some definitions. The G20 is a groupcofintries representing both the
planet’s economic wealth and its diversity. Threaaepts complete this definition.
The G20 was not a result of the 2008 financiali€riShe G20 represents the richest,
not the poorest nations. The G20 is not a bodyManld governance. Let us develop
these points and try to see how the G20 has chaarygavhy we can expect decisive
results from it.

Historically, the G20 first consisted of the fin@nministers from 19 nations and the
European Union, hence the name G20, representen@@Heading world economies.

It was founded in 1999, on the instigation of Camdul the countries of the G7 at the
Washington Summit, in order to create a forum fecuassion between the developed
nations and the emerging nations. Until 2008, tkads of state and government
continued as the G7, later the G8 with the entryRoksia. Although, from 2000

onwards, the practice of accompanying the G8 wittewmeetings with other states
demonstrated a certain embarrassment among tloitediy rich nations at keeping

themselves to themselves.
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It was the financial crisis which tipped the balam@nd made it inevitable that heads of
state and government would meet in a G20 formatictwhincluded the larger
emerging countries. After a preliminary meetingWashington in the midst of the
2008 crisis, the G20 has met twice a year, in Lonaled Pittsburgh in 2009, then in
Toronto and Seoul in 2010. Now, the presidencieth®fG8 and the G20 are held by
the same country for a year. France takes the thabh11 and the meeting of heads of
state and government of the G20 will be held inr@anon 3 and 4 November. The
G20 members are the members of the G8 (the Unitattss Canada, Germany,
France, Italy, the United Kingdom, Japan, Russthtae European Union which is the
ninth member) and China, India, South Korea, Ind@eBrazil, Argentina, Mexico,
Australia, South Africa, Saudi Arabia and Turkepat is not a member but has been
invited to the last three meetings. The presidénthe World Bank and the director of
the International Monetary Fund (IMF) are invited.

The G20 comprises 85% of the world’s gross prothuttonly 65% of the population
of the globe. The principal victims of the foodstsi are not represented in it. South
Africa is the only African member of the G20. ThHesance of most countries whose
economy remains essentially agricultural introduadsias in the focus of interest of
the G20. Inviting observers such as Ethiopia orAfrecan Union is not enough to
redress the balance. This is because the statissefver or guest does not allow them
to participate in any of the preparatory meetindsctv actually determine the final
result.

This is compounded by another ambiguity. Emergiagjons are still developing

countries in international nomenclature, in patac@according to the definition of the

World Trade Organization (WTO). The countries whittance development aid are
the members of the G8. The emerging economieyuaththey have enviable rates of
growth and possess considerable sovereign wealttsfulo not feel that they need to
be involved in financial commitments to public degment aid. Which explains why

many of them do not want to deal with the questbriood security at the G20. In

addition, it seems that the relationship between @20 and the G8, which looked
destined to merge together, has not stabilised.

The G20 is not a statutory body for world goverraant is a forum for discussion

which proceeds by consensus. The results of the @&&@ormalised by declarations
that take note of members’ agreement so that ogutavisions can be implemented in
their national policies or by specialist internagb institutions. The commitments of
the G20 are followed by technical meetings thatedepon data being provided by the
member states. The G20 has no independent meastseoking, far less enforcing,

compliance.

Nevertheless, the age we live in is marked by thedgal movement of world

leadership from the G8 to the G20, even thoughGR8 is itself dominated by the
duopoly of the United States and China. Having mams of enforcement, the G20 is
assuming ever greater powers of influence. From ploint of view, the 2008 crisis

marked a major turning-point in world balance, witie rise in power of the largest
emerging countries on the strength of their ecorn@and population growth.

In fact, the G20 acts as a protected space withiictwideas can be promoted on the
international scale. The G20 expresses itself ataglations which give no real idea of
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the enormous work accomplished beforehand by tiperésk Behind this fagcade, a
proactive behaviour may occur which progressiveing the attention of decision-
makers to certain subjects. The G20 is, in fachamhine whose gears are specialist
groups of experts, appointed by each member statebg international institutions
involved in the subject. Meetings of ministers ni@grvene between the sherpas and
the heads of state and government. This has baerofrfinance ministers since the
G20 was created. It will apply to ministers of agtiure in 2011.

The G20 is driven by very diverse approaches, pedtusensitivities and also

personalities. There are always fears of a minicoalsensus. But the G20 also has a
certain plasticity and a capacity for innovationcdgse it is not a permanent

institution. The experts remain members of theitamal governments. They are not

international civil servants who sometimes appedive on a world apart. Taking part

in a G20 initiative can be an exhilarating expertenSuddenly, time accelerates,
distances shrink, and governments miraculouslyerdieir blockades. Among the

experts arise understandings, alliances and namdships. This is not intended to

idealise the G20 but simply to recognise the troethivof the work done there.

From this point of view, the setting up of the “G&b Agriculture and Food Security
Programme” is illustrative. The declaration of 80 Summit in Pittsburgh on 24
and 25 September 2009 states, in article 23: “@d,swe call on the World Bank to
develop a new trust fund to support the new Foaou®g Initiative for low-income
countries announced last summer”. This last reteraa to the Aquila initiative for
food security announced on 10 July at the G8 ctalre Italy, known under the
acronym AFSI, “The Aquila Food Security InitiativeThe initiative made the
commitment to mobilise 20 billion dollars over targears. It was supported by the
members of the G8 and also by a score of countmeted to the Aquila, several of
which were not part of the G20

The recommendations of the Pittsburgh Summit wasgeémented by the creation of
the “Global Agriculture and Food Security Progralim@AFSP), a world
programme for agriculture and food security. Thisgpamme, the name of the trust
fund managed by the World Bank, is financed byuhéed States who originated the
Pittsburgh recommendation, and Canada, and alsBooyh Korea (member of the
G20 but not of the G8), Spain (member of neither@8 nor the G20) and the Bill &
Melinda Gates Foundation, a charity. Its creati@s\&nnounced on 22 April 2010 by
the United States Treasury secretary. It was imatelyi funded with 900 million
dollars, which included 475 million dollars fromettJ.S. Neither the European Union
nor France was among the founders. So the UnitattsSStook the lead in the fight
against food insecurity.

! “The Joint Statement on Global Food Security (“Buiila Food Security Initiative”) is endorsed betG8
and by Algeria, Angola, Australia, Brazil, DenmaBgypt, Ethiopia, India, Indonesia, Libya (Presicenf the
African Union), Mexico, The Netherlands, Nigeriegedple’s Republic of China, Republic of Korea, Seteg
Spain, South Africa, Turkey, Commission of the &ém Union, FAO, IEA, IFAD, ILO, IMF, OECD, The
Secretary General's UN High Level Task Force on@iebal Food Security Crisis, WFP, The World Bank,
WTO who attended the food security session at tBeS@mmit in The Aquila on 10 July 2009 and by the
Alliance for a Green Revolution in Africa (AGRA), i@liversity/Consultative Group on International
Agricultural Research (CGIAR), Global Donor Platfofor Rural Development , Global Forum on Agricudtu
Research (GFAR).”
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The G20 is an opinion leader. It gives visibility the subjects that it tackles and
legitimacy to the recommendations it makes. Thiswisy placing agricultural
guestions on the G20 agenda is a first positivp. Stais is not in itself enough to
guarantee results but it can raise agriculture ftbe status of a technical subject,
perceived as old-fashioned, to the status of at4ine political question. We should
not only be delighted at the French initiative, e should also do everything
possible for this priority to continue to appear fature meetings and for the
agricultural G20 to become permanent.

But that's another story. Let us hope that Mexighich takes over the presidency of
the G20 in 2012, will place the world’'s food setyrabove feeting diplomatic
considerations.

2. The volatility of agricultural prices suits the concerns of
the G20: it is a worldwide subject of economic and financial
interest.

This priority of the French presidency of the G20 pgresented in these terms:
“Combating commaodity price volatility. At the Saptger 2009 Pittsburgh Summit, the
G20 examined the issue of excessive fluctuationsoimmodity prices for the first
time, but few concrete measures have been takdat& France would like to find
collective solutions in order to reduce excessivammodity price volatility,
particularly of agricultural commodity prices, whicundermines world growth and
threatens food security for populations around tjebe. Specifically, the G20
agriculture ministers will meet in June in ordergoopose solutions for strengthening
food security and enhancing the agricultural supgly

Three ideas appear in this text: the “excessiveéllef volatility, food security, and
supply, i.e. agricultural production. However, gmnomic scope of the regulation is
not mentioned. We suppose that it refers to worddkets. So there would seem to be
a magic triangle between fluctuations that are “eatessive”, a population’s food
security and sufficient production. Yet the agerstews that the subjects to be
debated by the agriculture ministers of the mensketies of the G20 refer only to the
reduction of volatility. Is this an adequate lewer move this triangle in the right
direction? | shall come back to this question.

It is very clear why France uses the crowbar ofatfliy. The financial crisis has
rehabilitated the merits of regulation. Since 20088, core of the G20’s work has dealt
with financial regulation such as the transpareontyinancial movements, banks’
equity, tax havens and the control of hedge fuirdsiddition, the G20 in London in
April 2009 decided to transform the Financial SigbForum, created in 1999 on the
initiative of the G7, into the Financial StabiliBoard, open to members of the G20
and Spain. This council was charged with preventingncial crises and overseeing
financial institutions. Could this inspire similgrovision for commodities?

2 The French presidency’s website: http://www.g20sg8/g8-g20/g20/english/priorities-for-france/the-
priorities-of-the-french-presidency/theprioritiebtbe-french-presidency.75.html
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Moreover, the time is ripe for dealing with the wégion of agricultural markets. The
events of the last three years have marked a bvdhkhe past. After twenty years of
stability, agricultural prices on the internatiomahrket are now experiencing violent
leaps. Firstly they soared in a matter of monthdaie 2007 and early 2008; then in
2009 they suffered a relative fall, though priceels still remained higher than what
they were before the crisis. But more importanthey took off again at the end of
2010 and in early 2011. This episode seems to reorfie opinion of experts who say
that we are in for a bumpy ride.

French farmers, historically protected by the CommAgricultural Policy (CAP), are
more directly exposed to the movements of inteonali prices because of the
weakening of the EU market management system acalube of the decoupling of
subsidies. This eruption of fluctuations is diflicto manage. Drops in prices provoke
social suffering and political reactions. But higpeices are not without their negative
consequences. They jeopardise the unity of thecatrral world because livestock
farmers are penalised by the increased cost oalserBut the analysis should not stop
at sale prices. Farmers also need to manage thenriproduction costs which are
increasingly tied to oil prices. In periods of myfiuctuations, they can be caught in a
pincer movement between increased overheads anf@lthie agricultural prices, as
was the case in 2009.

So it would be in Europe’s interest, in the post:2@AP, to retain instruments for
managing markets. The European authorities are eawlaat the regulation of

agricultural prices cannot be defended solely withie EU, when trade is globalised.
In other words, there is a window of opportunitytéatk about regulating agricultural

markets and it is well-understood that Europeans hen interest in carrying this
guestion onto the world stage.

Certainly, but the aim of stabilising the incomekafropean farmers is not necessarily
every country’s priority. The challenge to the @ars primarily food security. Is the
regulation of agricultural markets the right levar improving food security
worldwide?

Clearly there are links between agricultural prieesl food security. And we should
not confuse rising prices and volatility. Increaseprices, especially if they are rapid,
penalise consumers in the first instance. The hungés in 2008 mobilised poor
urban communities. Because rocketing prices hasttfl basic foodstuffs, wheat in
North Africa, the Near East and East Africa, rineSub-Sahara Africa, Madagascar
and South-east Asia, maize in Latin America, andibte in particular. And this
includes milk, whose price directly affects fanslieMany countries at the moment
have a structural food deficit. The rise in foottes is the main reason for the growth
in the number of people suffering from hunger ie thorld, which suddenly rose
above the one billion-person level in 2009. Andskeuld not minimise the costs for
the budgets of nations that are often themselvesp@or, obliged to take emergency
measures such as taking tax off imports or progidood aid to their population.

Food security depends in particular on local priovis Some regions, such as the
Southern shore of the Mediterranean, are limitecplbysical constraints, but others
could take better advantage of their agricultukeptial if they could afford it. And

prices also have an impact on production. In fédere are two, quite distinct, sorts of
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volatility. The first is volatility on world market This is spectacular but only affects a
small part of world food production. The second/aatility on local markets. This
concerns most basic foodstuffs and affects the nmecaf peasant farmers and
household budgets. It is determined in very difién@ays from world markets, and
there is little transmission of prices for food gwats. This point is crucial: it is dealt
with in chapter 5.

In the developing countries, unpredictability iseoof the main causes of producers
failing to take risks. And this is particularly &since most developing countries have
no safety net, subsidy, insurance or compensatiorops fail. Outside the developed
countries this is the situation that almost allwweld’s farmers find themselves in.

And when we talk of risk-taking, this begins witietsimple act of buying improved
seed or fertiliser. And that continues - if thenfi@r has managed to cope with the first
steps of intensification -, with small equipmenmproved watering, the early
processing and first and foremost the storage efharvest. In other words, the
absence of predictability prevents investment incaggure. This is, in fact, what,
from the economic point of view, distinguishes isttial or export businesses like
cotton or natural latex, from food businesses fmral consumption in developing
countries. There is no world plot against subststeiood agriculture, as some NGOs
seem to believe. There is an economic reality. &litsethat development aid policies
have not tackled.

And this deficiency is compounded by another negaeffect which drives the

vicious circle of under-investment. Volatility pdisas agrifood industries. It

multiplies the uncertainties of supply and the sisif financial imbalance. Food

processors cannot pass all the price fluctuatiorie consumers. This is probably one
of the reasons for the weakness of processing indsisn developing countries.

At this stage, my considerations led me to theofeihg conclusions: yes, excessive
volatility is a curse. Yes, agricultural marketsffeu price fluctuations that cause
specific damage by their size and their unpredikitab Yes, this volatility hits
consumers and from this point of view compromisesdf security, but it also hits
farmers and food processors, thus hampering inwgtm agriculture.

Agricultural trade is indispensable in meeting tleeds of low-income food deficit
countries. Part of this trade operates on the wedale. So we may legitimately
consider that there is an international issue icaljural markets, a lack of world
regulation - excessive volatility -, and a sociesponsibility - food security. All of
which makes these questions a subject for the3G20.

But a large part of the agricultural markets arealpnational or regional. And the
price of foodstuffs on these markets does not msecig depend on world
transactions. This point is crucial. We will comack to this because it determines the
legitimacy of the measures which will be decided da immense proportion of the
world’s population.

3 As stated in the press release issued on 24 JaB0af when France took over the presidency ofah@ and
the G8, in 2008, the countries of the G20 compris4%h of world agricultural land, 65% of world arabdand
and 77% of the world production of cereals.
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3. The G20 proposes lines of action, but they are n ot a
response to the issue of food security.

Let us stay with on the central question of theulaion of world markets. The
guestions relating to agriculture and food secuaity handled, it seems, by several
working parties. Food security comes under the ldpwment G20, which brings
together experts from ministries responsible faeifgn affairs or cooperation and
development aid agencies. The agriculture G20 ahdals with volatility of
agricultural prices, while that the finance G20laiso be tackling the question of the
regulation of derivatives markets.

The aim of this paper is not to go into the detaflaegotiations in progress. It will try
to outline the major issues and how these issughtniie handled. The meeting of
agriculture ministers will tackle four main chagertransparency, cooperation
between states, support for poorer countries amdréfgulation of futures markets.
Many studies, particularly a report from internaiborganizations, have fed into the
work of the G20.

Regulating agricultural markets aims firstly atuwenhg price volatility, knowing that
this regulation may be combined with measurestanatte the effects of fluctuations.
Although, in this chapter, we are dealing only wiitle reduction of price movements,
the question arises of what causes them. Whichr thkweve have to move to obtain the
result that we are looking for? For all the mangrexmic analyses published since the
crisis of 2008, debate still rages and there isorsensus between the experts and still
less between experts and politicians.

Firstly — the very definition of volatility. Let usse the one adopted by the Centre
d’analyse stratégique: “Volatility means suddenhkégnplitude variations, excluding
weak variations around an average price”

By default, this definition excludes, and rightly, ¢he legitimate existence of price
movements inherent in the normal operation of ntark&ccording to this definition,
the formula “excessive volatility” is a tautologin fact the main difficulty is not
simply the definition of volatility. It relates tihe concept of world prices. There is a
world market in wheat, even though relatively fraged depending on the variety,
but there is no world market in rice. The referedata are composite indicators which
take account of several observatories. They daewuird the amounts of the various
transactions which may occur at very variable va&luénd they do not reflect a
weighted average. In fact this is one of the poihéd should be tackled as a priority
by the G 20.

Transparency, statistical data, information: theseds cover two major lines of
action, firstly harvest forecasts, and then the itwong of prices. The first line is
crucial, because when we find that prices are too@n the markets, it's too late to
do anything about it. But it is technically possilb forecast harvests, as is shown by
the major trading companies or the internationateagents on agricultural

* Centre d’'analyse stratégique, Note no 206, “Viitétiles prix des matiéres premiéres”, January 2011

THE G20 AGRICULTURAL AGENDA: AN OPPORTUNITY FOR WORLD AGRICULTURE? 9



commodities. In addition, the capabilities of glbb@bservation satellites have
provided very powerful tools. Undertaking a majoorid programme of monitoring
crops would have several positive effects: turnoigservations to concrete use,
standardising data, developing models of analysispaediction, gradually correcting
sources of error and approximation and also mangdong-term changes in land use.
Such a programme should produce a seasonal reporit lcould gradually be
combined with meteorological data and include trdentification and the
consequences of extreme events. The agriculturaldweould gain from having
access to this information for its own activitiesit also for its discussions with those
responsible for area planning.

The FAO has the ability to collect and analyse detawever, we must not under-

estimate the time it takes to transmit nationaladaior indeed the weakening of
statistical services in countries that are alstimig of structural adjustment to reform
their economies. These measures have a cost utedpgenditure is a form of

preventive medicine. They should help reduce theey@pent on emergency aid. Nor
should we under-estimate the political obstacleschvimight persuade countries to
refuse access to national data. Both agriculturadlyction and the food situation are
matters of national sovereignty. This data hasngtioolitical resonance. We need to
follow the recommendations of the G20 on this pdietause an action plan on this
subject is bound to take time to work out.

The second chapter deals with cooperation betweass What this means in fact is
preventing unilateral decisions forbidding expait&l managing the consequences of
export bans when they cannot be avoided. This &abkepint is all the more delicate
because it touches on political issues which agailh national sovereignty into
guestion.

To be effective, this type of coordination requiras emergency procedure, fast
powers of reaction and decision-making abilityre highest level. The G20 may be
split between the need to announce a discussiamefs@rk and the refusal to create a
new body. But experience shows that groups ofkimd end up by reneging on their
good intentions and finally decide to set up a rmmay, at first lightweight, which
rapidly becomes institutionalised and cumbersome.

Rather than create a new body, it would be betténdist on the need to improve the
information which leaders rely on when making tha#cisions. When crisis occurs
and the media climb aboard, it is often too latéatee cool-headed decisions. This is
why investment in the information systems wouldnuditely be a more effective

measure.

The third subject is support for poor countriese Him is to relieve low-income food
deficit countries if there is a food crisis: cregtiwhat are known as pre-positioned
stocks, maintaining deliveries to poor importinguctiies if there are embargoes on
exports, an insurance mechanism to cover the additicosts of imports for public
budgets.

These measures are all laudable but they onlywligalcrises and offer no structural
solution to improve local production capacities.
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The question of stocks is linked to these last themes. It is a controversial subject.
In fact, we should distinguish two objectives: fosecurity and managing volatility.

The first tries to guarantee the existence of eifit quantities to rapidly make up for
shortages, in poor countries in particular. From goint of view, stocks should be as
close as possible to potential users. They showdntanaged by national or
decentralised authorities and procedures.

The strategy of food security in Mali is an inténeg example. It is based on a system
of local public stocks depending on three key el@seThe first is the national
security stock with a capacity of 35,000 tonnesligf cereals (principally millet and
sorghum). It is intended for areas “at risk” in ésnof crisis. The second is the state
intervention stock, with a capacity of 35,000 toswud cereals (millet, sorghum and
rice). This was created with a view to managingristesm food security, in the lean
season and at times of rapidly-rising prices. Bndhe third level is that of cereal
banks. These are decentralised public stocks, nedndg local authorities. This
provision affects all local authorities in Mali agell as certain socio-professional
associations, mostly women’s groups. In total 788al banks have been set up.
Local management committees decide on buying dtidgserhese are genuine buffer
stocks decentralised to local authorities to maraagkprevent food crises.

The state intervention stock and the cereal batda lzelp to reduce seasonal price
fluctuations. They buy immediately after harvestew prices are low, to support
producers and sell to consumers during the leasoseavhen prices are higher. This
measure is run by the Food Security Commission (C8gated in May 2004 and
directly attached to the President’s office. Itaiwes all the players needing to take
part in the consultation and coordination bodiesational, regional, local and village
levels. This takes political will, a specialisedtitution and a budget. The strategy is
based essentially on local production and stimudgatit is at the heart of the
agricultural policy. Imports are resorted to orflyhiere is a recognised shortage of the
local product.

The second aim of this stockpiling would be to deuxcessive price rises on world
markets. This idea is based logically on an obgkreality. Massive price rises occur
when falling stocks reach a level which worries tharkets. If we build up stocks
there will be no more market accidents. Except thatlevel of world stocks is the
outcome of a range of climatic phenomena and aewsby public politicians and
private individuals, while the point of this measuwould be to ask public
international authorities to define the desiralgeels of prices and stocks, whether
these are held by public bodies or private bus@®ss

Such a proposition raises a plethora of difficsltisuch as the governance and
financing of the system, but also the constitutibalding and renewal of the stock

® “The role of local stocks in the management ofwhkatility of agricultural product prices in Weatfrica: the
example of Mali”, note by FARM and the Mali FoodcBaty Commission, 28 January 2011.

® “What can the international community do to hegwveloping countries manage the instability of fpoides?”,
Franck Galtier, CIRAD, April 2011.kets more “ethitao that they can play their full role as toolsr f
discovering prices and managing price risks, withioeing too disturbed by strictly financially spéaive
behaviour.
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since these are perishable goods. Experience @fniational commodity agreements
such as coffee, cocoa or natural rubber has shioatrrégulating prices by building up
international stocks was doomed to failure mordess immediately. It is probable
that even if the G20 expressed a favourable recardat®n on the creation of world
stocks, it would not be long before operationdicidties proved its opponents right.

Finally the regulation of futures markets coversaage of provisions that aim to
ensure greater transparency of transactions, it tihhe abuse of a dominant position
and control the influence of speculators. Basicdllys a question of making the
futures mar

The adoption of a few operational decisions in ¢haseas would have a major
educational effect. It would show an awareness gmpoational leaders of the

consequences of their decisions for consumers amaefs, through the reactions of
the world market. However, it is not realistic hink that these decisions alone would
avoid food crises or solve the food security of phenet. They even risk disappointing
those who expect more, the European farmers.

| do hope that placing the regulation of agricidtumarkets on the agenda of the G20
is only a first step to show the complexity of thebject and to teach world leaders
how to reason out, discuss and solve agricultuwabktions as a whole. Regulating the
world market may be a good way to push at a hatfogoor. But it alone is not the
solution to the question of world food security.

4. The principal cause of food insecurity is not vo latility, it
IS Insufficient production. The priority is to rela unch
investment in agriculture.

12

The essential fact is that food production worldsvitas levelled out and that it is
badly distributed. Volatility of prices, because tbe downturns, masks a general
upwards trend over the long term. It attracts paldr attention because it destabilises
markets in the developed nations, which are stilsurplus. The two phenomena,
instability and rising prices, are too often comfus

Since 2008, studies by the Organisation for Econdda-operation and Development
(OECD) and by the Food and Agriculture Organizatbrthe United Nations (FAO)
have projected that agricultural prices will tendricrease over the next ten years. It is
difficult — and risky — to predict the amount ofglincrease: 15, 20 or 25% depending
on the commodity. What matters is the trend.

And this trend reflects a persistent tension betwsepply and demand. Demand
continues and will continue to grow, driven firstly population growth, but also by
economic growth in emerging countries which crea®s needs such as high demand
for animal proteins, the production of which meamsnging more land into
cultivation. We must prepare to feed 9 billion peom 2050. We must respond as
quickly as possible to the needs of the billion pjeowho are still suffering from
hunger. And we must satisfy the demands on aguilas a source of renewable
energy, for the production of biofuels from crofrem crop residues and from plant
biomass in general.
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On the other hand, supply has peaked. In any epeoduction is struggling to meet
demand. Over the last ten years, we have seensowetown in the growth of yield,
from 2% to about 1% per year. Because of repeataagtits or foods in recent years,
climate change has been the first accused. Whith tlwo birds with one stone by
providing one more argument in favour of climatgetetions, but solves nothing in
the short term. In truth, the major cause of tlgelling off in production is the
lowering, drastic on the world scale, of the pulbiiancing of agriculture. By public
financing, | mean national budgets and internatignulic aid for agriculture. This
statement does not refer to the European Union, ther United States where
agricultural budgets have been maintained. Bue#icdbes the situation in countries
which have had to adopt economic reforms to getobutebt. These have meant the
dismantling or the privatisation of agriculturaingees and the drying up of budgets
for agronomic research. This is what was revealethb World Development Report
from the World Bank devoted to agriculture in 2008e position of agriculture in
public development aid fell from 20% in the 1980486 in the early 2000s. And in
2005 it represented no more than 4% of the budgktsountries in Sub-Saharan
Africa.

In developed countries, though financing has nikérait has been redirected. Public
policies have sought to absorb excess productioretlyicing the area exploited by
leaving land in fallow or using land set-aside. ¥heve achieved their aim. The
excess has been absorbed and stocks have conkidgiramished. In addition, the

CAP has placed the accent on environmental protecnd food quality, by the

conditions imposed on the payment of aid to farmed by the reorientation of
research and innovation targets. This policy iselghiby European public opinion
which accepts these priorities and would like tpase them on the whole world.

We should bear in mind this tension between supply demand when considering
the other causes of price variations observedaanteyears. The crisis of 2007-2008
was triggered when the low level of world stocksoymked anxiety among
international traders. This fall had been maskethduhe two or three previous years
by the large stocks of cereals in China and alsthby relatively slow consumption.
Some think that the Chinese economy will be theomaetermining factor for
agricultural markets in the coming years.

The exhaustion of production weighs more heavibntlall the other causes. So the
responsibilities of speculation seem not to behat $ame level. What is the real

situation? The stock-market crisis without doubtamraged financial resources to be
invested into commaodities and amplified price fuattons. Economic studies have not
isolated a decisive effect from the operationsexdde funds or investment funds. The
number of transactions and the amounts of finanoeerned have increased on some
markets, such as the Chicago Board of Trade, lmuaithounts in question are not in

proportion to the quantities sold. Speculation @¢ the cause of the tension on the
markets.

Government measures to restrict exports have gréater impact on prices. In one
simple government decision they impact on largauwv@s and, by definition, they
directly affect the quantities exported, i.e. th@ds which low-income food deficit
countries need the most. In 2008, bans by the mamrexporting countries —
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Thailand, Vietnam and India — were the principalseof rice prices tripling in three

months on the international market. At this stagecslation is not the issue. It is the
organization of the scarcity of supply. EmbargosRmgsia and the Ukraine on wheat
exports, after the droughts and fires which themsentries experienced in 2010, also
had dramatic consequences for the importing casitiihese unilateral decisions by
national leaders, clearly identified, are far meeeious than financial speculation.

To accuse biofuels is to attack the wrong targetrtdin U.S. economists are
particularly sensitive to this because the manufawg of bioethanol from corn has, in
effect, some repercussions on the price of corm.tids is not the case with Brazilian
sugar cane, nor European oilseeds or sugar bdetddom in the biofuel industry has
followed a straight-line graph during this very iperwhen prices have been making
sudden leaps. Over the long term, biofuels havpedketo increase demand but they
are part of the general category of materials oicafjural origin, like textiles, rubber
and certain cosmetics.

The last family of causes of variations in prickattwe should look at closely is that
of the deregulation of public policies. Europe & sensitive to this — and within
Europe, particularly the French opinion, dominatged a persistent anti-free-trade
approach. The successive reforms of the CAP hasmatitled the price-support
mechanisms and decoupled subsidies from produckomopean farmers are now
more directly exposed to world prices. Howeverytiséll have the firm buffer of
direct payments and can turn to the governmemsaés collapse. This is not the case
for very many African countries whose markets gperoto imports and who have
long been deprived of mechanisms for stabilisirggphices of exported products. The
exposure of developing countries to the internalionarket varies: some, like India,
China or Nigeria have maintained protective pransi But by and large, the
agricultural markets of countries in the South@pen. Imagining that deregulation is
a recent phenomenon which has caused the erraliavioeir of recent years is
typically a European bias.

Agricultural production is poorly distributed acsothe planet. Food deficit countries
are poor countries. The FAO estimates that prodnaotiill need to be increased by
70% between now and 2050 and that 90% of this aseravill have to take place in
developing countries. It is often said that hurigexr question of poverty rather than an
agricultural issue. It is the poverty of consuma&hsch prevents them from buying the
food they need. This is true. But it is also thegyty of farmers which prevents them
from buying the resources necessary for increatsiag production. Especially since
the urbanisation of developing countries has cteat®rmous markets. The challenge
is no longer food selfsufficiency in the strict sen which would be limited to
satisfying the needs of the family or village, libé creation of regional markets,
supplied in the first instance by national or regibfood chains, with a view to
feeding the urban centres.

World trade will remain indispensable and the hagitential continents like Europe,
North America or South America should continue wp@y the markets. But

investment in the agriculture of the poorest caeatshould be a worldwide concern.
The priority continent is Africa, which has not yegnefited from the green revolution.
Its cereal yield has stagnated at 13 quintals @etane. And yet Africa remains
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massively agricultural, with a high peasant popafgtit has an enormous reservoir of
cultivable land. Its potential is comparable witlatt of Brazil. Africa is suffering from
the absence of investment capacity and from pglioieposed from abroad which
have turned their backs on agriculture for the tasinty years. The key question is the
absence of capitalisation of African agriculturehisTis what needs correcting by
incentives from public policies and finance.

Among these needs are public infrastructures asal iatigation schemes to control
access to water. West Africa could be selfsufficienrice if it could use its water
resources. In particular there is a potential twral reservoirs even larger than the
irrigated land. And not only do these schemes enplduction to grow rapidly, but
they would also constitute an excellent adaptatmrthe consequences of climate
change.

The need of these poor agricultures is firstly tdpiThe first way to face up to the
fluctuation in prices is to have equity. Public moye and financing bear the
responsibility for breaking out of the vicious é&f under-capitalisation The real
gulf between farmers in developed countries andeho developing countries, is the
financial and capitalistic one. For the poor, thare no public financing, no access to
agricultural credit, no equity, no structured agitigral organizations. Remember that
5% at most of the farmers in these countries he&han& account and if they borrow, it
is for exported commodities such as cotton.

Conclusion: Managing markets to reduce volatilityeans treating the symptom
without attacking the root of the problem. The deapses come from the inadequacy
of public finance devoted to food agriculture ie #tountries which need it most, and a
misconception of agricultural policies. | shall ceimack to this point later.

5. In developing countries, volatlity depends on
endogenous factors. The G20 should favour a just an d
equitable international response aimed at these cou ntries.

The G20 deals with the volatility of agriculturaiges on the world market. However,
price volatility within developing countries arisesich more from local causes than
from the impact of foreign markets. The problemspates encountered by most
farmers in the world have national or regional imisg

Studies carried out by the Foundation for Agrictdtand Rurality in the World since
2008 have shown that the transmission of worldeggrito African farmers has been
small. In fact, this transmission only occurred ffooducts where imports represent an
important share of consumption. This is the casegxample, for rice in Senegal. And
even in this example, though the rise rapidly df@onsumer prices, it is only passed
on to producers slowly and to a lesser extentphing 2008, the price of rice tripled
on the international market. Whereas Dakar whicparts 90% of its consumption of
rice was the scene of protest marches, Senegatesarms in the Senegal river valley
saw no increase in their sale price above 30%.elmel, studies show that locally
produced cereals like corn, sorghum and milletubers which have no world market,
did not benefit from any increase that could bateal to the price of imports.
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However, local volatility is important but it arsdrom two types of endogenous
factors. The first sources of fluctuations are ve$een natural and climatic events, the
second result from malfunctions in the markets. ®hat lies behind these generic
categories? Unforeseen climatic events in fact eahthe dependency of poor farmers
in tropical regions on natural conditions, in pautar rainfall. When we trace the
problem to its source, we find again a shortageagitalisation. What is lacking is
control over the conditions of production: inputdhiemical or organic fertilisers,
improved seeds, water and mechanisation whichmalke healthier soils and plants.
Producers also lack the information which enablesmmt to anticipate the climatic
events.

The poor functioning of markets brings us to theklaf national or regional internal
markets, capable of bringing supply closer to dein&@onsumers are in the towns;
farmers are in the countryside. In the absenceffetctere trading circuits, crops
remain in the fields or in the crates. There igelibffsetting between the areas with
surpluses and areas with deficits and where itexisunctions badly. In 2008, prices
rocketed in the spring. This was already long dfterprevious autumn’s harvests. The
farmers held no more stocks. Traders could notlack to local production. Africa is
not alone in facing these difficulties. In 2010,diemn was confronted with the
paradoxical situation of stocks rotting in the cwoyside while the cities were
suffering shortages.

It is therefore dishonest to associate farmersewebtbping countries with a coalition
against the ills of volatility, when we know thaetG20 will only propose measures to
regulate markets on the global scale.

From this viewpoint, the question arises of fooutgs acceptable both to consumers
and to farmers. My point of view is that this eqoatcan be solved if we look at
reducing the costs of production per quantity poadll In most tropical countries, in
Africa in particular, yield remains low. Developnteactivists call for “remunerative
prices” without dealing with the question of cosfsproduction and economies of
scale. With yield remaining constant, fixing remtatre prices for the producers
would lead to increased retail prices which thetjal authorities do not and will not
accept. It is therefore a medium-term strategynvestments and subsidies which
would make it possible to intensify production agchdually emerge from this
impasse. Policies to subsidise fertiliser that smvAfrican states set up in 2008,
despite reservations from aid providers, weres §itep in this direction.

The primary aim of regulation in the developing wies is to ensure the profitability
of investments. What can the G20 do to help? Heveuld like to put forward two
proposals to redirect the actions of internatiarghnizations.

The G20 can encourage the setting up of negotmiiothe Doha round at the WTO,
in a way favourable to food agriculture in devetgpicountries. This will depend on
the developed countries agreeing to revise thes ride protecting staple crops. The
negotiations of the Doha round launched in 2002d&&dlocked, and agriculture is
one of the main causes of the blockage. The pregmration of world trade is unfair.
Poor countries do not have the resources to supipairtown agriculture. They have
to open their markets up to imports, while stilffsting from restrictions in accessing
the markets of the rich countries. Developing coest must be able to protect
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themselves against imports of low-priced foodstuffghich are ruining local
businesses. The current rules of trade allow theim,a “special and differential
treatment”, to take temporary protective measuBesthe countries which would find
this useful, in particular African countries, aressidiaded by indirect mechanisms
which have a perverse effect. Without going intchtecal explanations, the question
is one of the cost for the national budgets, wiséchn anathema for the International
Monetary Fund, and how import taxes are accourdedr addition, certain members
of the WTO are too intransigent. It was on the pted level of special safeguard
measures that the negotiations of the WTO foundareduly 2008, because of a
disagreement between the United States and IndlaicBl goodwill could get us out
of this hypocrisy. The cost for the developed ecoies would be zero, while the
social and economic impact for the developing coestwould create a new
momentum.

Likewise, the European Union should look agairhatltases of the trade negotiations
which link it to the countries of Africa, the Calkan and the Pacific (ACP). These
negotiations are at a standstill while acceptancéhb European Union of regional
customs tariffs could offer a new chance to redi@aggicultural markets. We should
add that for the peasants of these countries, anetw mitigate the effect of price
instability is to guarantee a minimum level of ino® from growing and selling crops
for export to the developed countries, such anottoffee, cocoa or soya, fruit and
vegetables. These exports are essential both tdyfantcomes and to national
revenues. The European Union has opened up mank#itsut taxes or quotas to
imports from less advanced countries. This is tBeetything But Arms” provision.
But it would be a good thing if it did not shelteehind this measure to restrict access
to its own market by countries with moderate incerng imposing various standards,
justified by opportunistic environmental, socialh@alth requirements.

In addition, the G20 can encourage internationghoizations like the World Bank
and the IMF to support national and regional priovis which cushion the
consequences of price volatility. After all, it wdse G20 Pittsburgh Summit which
recommended the creation of a new fund for foodisigc These organizations have
so combated the negative effects of mechanismsdise prices that it has become a
conditioned reflex for them to reject any provision domestic price regulation. The
reality is less cut and dried than the ideologiBise objective is not to close off
borders nor to ensure fixed prices. The idea ipla@e agricultural businesses and
farm organizations at the heart of mechanisms coimipithe private sector and public
policy. But the IMF and the World Bank have a stofekills which could usefully be
mobilised to invent innovative mechanisms for ratjaly domestic markets. Subsidies
from international donors are essential in creasitagtup equity, bearing in mind that
states have to work out the legal incentives. drtbereasons acting in favour of the
involvement of the G20 in agriculture, and not oofydevelopment specialists, relates
among other things to this need to mobilise thécaljural professions which perform
economic functions.

Conclusion: The G20 proposals need to be fair apatable. The causes of volatility
in developing countries are endogenous. The G2@shée take into account the
regulation of domestic markets and redirect thatstyy of the multilateral bodies to
help developing countries to combat volatility.
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6. It is expansion more than coordination which dom inates
the institutional world landscape of food security and
agriculture.

To appreciate the chances of G20 recommendatia@teasding, it is necessary to have
a vision of the institutional landscape involved.would be nice to avoid this
description, which may put off certain readers. Bute do not have this knowledge,
we run the risk of misjudging the difficulties te bolved.

The first group is those institutions that arogerathe food crisis of 2008. And that is
also the first fact to note. The international coumity has moved. But despite
declarations in favour of coordination and elimingt duplication, the initiatives

reflect first and foremost the competition betweéyers.

The first body is a United Nations team set uph®y secretary general Ban Ki-moon
in April 2008. Its official title says it all: Codination Team of the UN System High
Level Task Force on the Global Food Security Crigisis body defined an inciting

framework (Comprehensive Framework for Action, CR#jich is supposed to direct
the initiatives of multilateral and national plagemhe text, written in United Nations
style, is aimed at specialists in this kind of diphacy. It is not easy to see how it
might affect the players. The coordination team t@s an organization diagram with
about twenty experts scattered between New Yorke@e and Rome. France is one
of its financial backers. The budget only covere tosts of administration and
meetings. It cannot finance any actions.

The second major claimant to international cooriimais the FAO. Its director
general, Jacques Diouf, fought hard not to be mdpof his responsibilities by Ban
Ki-moon. In this context, the FAO strengthened tbemmittee on World Food
Security (CFS), created after the 1974 World Foodf€ence to monitor the world
food situation. The reform, supported by Francenap the CFS to different players
in the world food system. The CFS became an immémssn bringing together
players from civil society, NGOs and the privatetse However the representatives
of these groups on the CFS are appointed accotdinige FAO pyramidal process,
beginning with countries and then passing downufinothe major regions of the
world. Even though pleasant surprises are alwagsible, this system of selection
produces more bureaucracy than creativity or caigyn The reform of the CFS has
been approved by NGOs because it offers them ao elchmber. But the machine
does not switch into action. France has also eagmat the creation, on 3 September
2010, of the High Level Panel of Experts on Foodusiey and Nutrition (HLPE). The
CFS is chaired by Noel De Luna. Dr S. Swaminathather of India’s green
revolution, was elected chairman of HLPE.

This group of experts is the operational expressibthe idea of a “IPCC for food
security”, in other words, an international sciBatexpertise on the model of the
Intergovernmental Panel on Climate Change, the IPG@ reference to the IPCC
was later dropped but the idea of collective exgerhas survived and the FAO has
been able to organise it. The HLPE should eventyathduce analyses and research
to serve as references.
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The third player is the World Bank, which creatdte tGAFSP — the Global
Agriculture & Food Security Programme, in applioatiof the declaration of the G20
Pittsburgh Summit. The capacity for action liestred heart of Washington, in this
triangle where the White House, the World Bank,IME and the U.S. administration
can be found. The special fund is not a coordigaltiody: it is much better than that,
because it has both a limited governance and adiabpower.

The fourth element in the landscape is the Aqudad=Security Initiative, the AFSI.
The AFSI is not an institution. It is an initiativ@unched by the G8 and supported by
a specific group of countries. The implementatidntree AFSI is supposed to be
monitored by experts mandated by the countries ermec. This monitoring will
record the declarations of the donors and in pddictheir bilateral programmes.
Donation from the GAFSP, managed by the World Banjyst an additional option.

France promoted the idea of the world partnersmpfamd security following the
intervention of Nicolas Sarkozy, on 6 June 2008hatSummit called by the FAO, in
Rome, because of the food crisis. Within this cettErance supported the reform of
the CFS and the creation of the HLPE.

In the description of these recent initiatives, see the competition between the
World Bank and the FAO. In broad terms, the Uni&dtes tend to turn to the World
Bank while most Europeans and in particular thex&meprefer to support the FAO.

The second significant group in the landscape esfithancial backers. And here we
see a major player which is the European Commissionould be nice to say the
European Union, if the Europeans, Member statestladCommission, united their
efforts and sang the same song. Unfortunatelyighst the case. Yet the Commission
managed to mobilise a special credit of 1 billiomos late in 2008. This is the “Food
Facility” the use of which will run out at the enfi2011. One billion euros of subsidy
is more than the donation to the world programmeafgriculture and food security.
And yet the European Union has been notably aldsemt the debate in the last two
years. The way these credits were mobilised hasivdepthem of much of their
operational and political impact. The time it tomk put in place the new European
External Action Service provided for in the treaty Lisbon is no doubt partly
responsible.

We must hope that the reform bringing together ieectorate General for
Development and the European Agency for Cooperat@idCO) will give the
European Commission back its strategic and oper@timapacities.

Two comments must be added. The first one conabselaunch of public aid to
agriculture. This relaunch is slow, inadequatepmjanised and difficult to assess. Too
often it still means conformist projects. Yet incat be denied that some recovery is
under way and institutions like the IFAD (Intermatal Fund for Agricultural
Development) or the African Development Bank wikniefit from new loans.
Similarly, several countries like the United Stategh the “Feed the Future”
programme, and Spain, have boosted their actiarfeda security.

The second comment comes back to the GAFSP, thmlghvogramme run by the
World Bank, which is the most important institutgdninnovation. It has two
advantages: its funds are subsidies, whereas pidyiche Bank could only offer
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loans. It supports national agricultural policiesparticular the national programmes
arising from the CAADP (the Comprehensive Africa rigglture Development
Programme). The fund will attract public money fromany countries which do not
have their own capacity to manage the aid.

At the same time the GAFSP will enjoy the strategipacity of the World Bank, its
position of leader among the financial backers, sutastantial funds. It will therefore
play a major role of orientation. For the time lggithe principles of implementation
seem to consist more of procedures than any sitatggentation of agricultural

policies. It would be a pity if this centre of paweere not also a centre of innovation.

Does this multiplicity of institutions merely refle the competition between
institutions or individuals, or does it also copesd to differences in approach? The
main distinction relates to the link between foedwsity and agricultural activity. On
the one hand, an essentially social or even huarsamt concept of food security
limits the input of international aid to those acs aimed at relieving populations
suffering from hunger. This concept derives frone tlillennium Objectives for
Development which are above all social objectividss approach sees agriculture as
part of the market economy and private investm@ne extreme position consists in
restricting public intervention to food aid and egency situations. This is the role of
the World Food Programme (WFP). In 2008, the onBdits which were decided
quickly were essentially those benefiting the WFé. a long time this was one of the
United States’ forms of intervention by which thejsposed of their surplus
production and made food aid a political instrument

The European Commission prefers to support vultenadpulations by helping rural
families suffering from hunger to satisfy their deewith their own production. This is
a restricted view of food self-sufficiency, curibpusapproved of by many French
NGOs. It mobilises part of the programmes and tseafithe FAO. But this institution
does not finance only this type of project. On thieer hand, IFAD has to limit its
intervention to rural poverty.

The other concept considers that solving food sgcir the long term can only come
from the economic development of the local agrigalt industry. By helping family
farms and agricultural organizations to become ewva players, the situation of
dependency will be reversed. Food crops need torbeccommercial products on
national and regional markets. The spirit of enisgpneeds to be developed. But
food-producing businesses suffer from such a deaftlinance and capital that
international public aid and national budgets asmded to support agricultural
investment.

This concept corresponds more closely to the apprad the World Bank. It was
stated two years ago by the United States in thew strategy for food security and
agriculture, entitled “Feed the Future”. It largelyrresponds to the strategy of the Bill
& Melinda Gates Foundation and the Alliance for tReeen Revolution in Africa.
Understandably, it is also the position of FARM.

The second distinction concerns the attitude tosvasgstems of production and
intensification. Should public loans support the a$ means of production such as
fertilisers or improved seeds, and existing tecbgiels more broadly? Or should they
be limited to stimulating the conversion of systeafigoroduction along ecological
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lines? Friends of the environment tend to projeestern concerns onto agricultures
which have not yet begun to intensify. This wowddd to keeping them in an impasse
of poverty and food insecurity in the name of preis®g the world’s natural resources.

This is self-contradictory. Players in good faithawknow the realities on the ground

share a moderate position on this question, bitialffstatements place sustainability
before food security and serve as an excuse foagedcies to restrict their activities

to supporting agro-ecological projects.

Conclusion: The international community has beeakamed by the food crisis. It has
generated a set of initiatives justified by foodisé@y. This multiplicity of reactions

has not improved coordination. It makes it moretlgpslissipates resources and
dilutes decision-making. But above all, it has mnesolved the ambiguities which
persist between the momentary fight against hurmget the structural support to
agriculture.

7. Confidence — the key to re-conquering agricultur  al
budgets

The way the international community handles foocliséy comes into conflict today
with a problem of credibility. The successive deafmns by international bodies
since 2008 have lost much of their credibility bessmthe commitments have not been
kept. And yet abandoning them would be the worsalbfsolutions. This is why |
would like to come back to a few fundamental ideas.

First idea: international public aid remains in@ispable. The level of budget devoted
to agriculture must be raised. This can be donee,Tthe fact that the commitments of
the Aquila Initiative for Food Security have notebemet is a poor indicator. On the
other hand, we should recognize that the bleedaisgoeen stemmed, that international
aid has begun to rise slightly. Decisions have lakan by the United States, Spain
and the European Union. Third world aid is one loé few budgets that David
Cameron’s government in Britain has spared fromskggeing cuts. The Member
states have raised their contributions to the IFkd the African Development Bank.
Other development banks are redirecting loans tdsvagriculture.

Let us look at the figures. Public aid to developmeeached 120 billion dollars in

2009. The final figures for the 2010 financial yeare not yet known, but

commitments amounted to 145 billion dollars. In 208id to agriculture represented 7
billion dollars or 6% of the total. The Aquila contment cites the figure of 20 billion

in three years. And this is less than the estimétihe FAO which is asking for 40

billion a year. And these figures are not disprdpoate. If we supposed that the
entire growth from 2009 to 2010 was devoted tocadpire, the figure would rise

from 7 to 32 billion and would approach the FAQg&tt

The inertia can be explained — though not excuskey the financial crisis or the slow
process of redeploying budgets. Even if we mustclemie regretfully that food
security never triggers instant decision-making ldanking or economic risks do. But
the target is still realistic. The same appliesational budgets. The countries of Sub-
Saharan Africa regularly reaffirm their commitmémtaise agriculture’s share of their
national budgets to 10%. It must be recognized ith&008 several of them decided,
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as an emergency measure, to subsidize fertilisespité the reluctance of their
financial backers. Part of the money for these mmesscomes from budget aid. The
International Monetary Fund has relaxed its positidhich was that budget aid was
conditional on economic reform.

One trend has been reversed. The banking crismvés but the debts owed by
developed countries remain a threat. Although wenot hope for spectacular
payouts, at least the Member states of the G20 Ighoemain committed to

scrupulously keeping their promises because thihasfirst step in re-establishing
confidence. The G20 can still turn up the pressun@ the monitoring mechanisms to
take this to a new level.

The second lack of confidence is the proper usdoaims. Financial backers and
national governments are on opposite sides andtpadsuck back and forth for this
mistrust. Excessive accounting procedures and alsntand poor coordination
(whatever they say) on the part of backers, pogeg@nce, absence of priorities and
indecision on the part of national governments. Ardessive reliance on technocracy
on both sides, each in their own way.

My conviction is that it is crucial to re-establisbnfidence and that to do this means
first that politics, in the best sense of the tesimuld prevail. Flexibility on one side
or austerity on the other will not be enough, eWfeanormous headway has to be
made. It is a shared reliance on a credible conafepeéw agricultural policies, carried
through by political leaders, which will rebuild rdadence. From this point of view,
the G20 suffers from a lack of long-term vision andovative proposals. This is a
pity, because it could offer this political framenkavhich world agriculture needs.
Especially since development circles can no longanage to provide this impulse
because they have fallen into the trap of overctde social thinking. The G20 could
provide this vision in close association with thgrieultural professions, by
emphasizing the convergence of interest and shaxpgrience and knowledge.

The re-establishment of confidence means, in facthange of attitude towards
professionals and businesses in the agricultucibsevhether cooperative or private
firms, or trade unions. Certain negotiations aranabto remain the responsibility of
political leaders and governments. Horses for @smrsBut the designing and
managing of programmes would gain a great deal foeing prepared with those
involved. And not in forums where nothing operatibims decided and where the
representation of civil society is monopolised bgw spokespersons from NGOs.

The third problem is that of the very nature of thiens of agricultural production. A
few controversies are splitting the development ldvofamily farms opposed to
agribusiness; labour-intensive agriculture agamsthanised agriculture; producing
more or eating less; producing more or wasting, lasd so forth. But these debates
are not paralysing the decision-makers. Whereasofeatensification is acting like a
terrible virus in the decision-making synapses. Haw we escape? A first response is
to acknowledge the diverse range of agriculturalérworld. This would mean giving
the differences in development a major role inme§ aid programmes. The second
response would be to determine targets with thécagiral organizations in the
countries of the South. These know the most prgssgeds of local communities and
| have often noticed that they are capable of nmeedism and pragmatism than the
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movements of the North. It is true that these fasnaee concerned with their everyday
lives. But the chances of successful investmewt dépend on their commitment. This
supposes at least that we start from their detextioim.

In conclusion, the G20 should not relax its effotts help the development of
agriculture. But the change of scale will come byestablishing confidence between
the stakeholders and this means an upsurge ofypolic the one hand, and a
constructive attitude which gives priority to agilicral organisations on the other
hand.

8. For “probusiness” agricultural policies — that i S, hew
public policies favourable to the economic developm ent of
agriculture.

The G20 could make a declaration with a generalitgan agricultural policies for
the attention of all world leaders whether those arernational organizations,
regional unions or national governments.

Let us sum up the diagnosis:

* The agriculture and food industry suffers from eklaf economic efficiency.
National and regional markets are the key to faamisty.

» Trade in local food products, in the broadest sefigke term, should be at the
heart of the food supply to cities and the soufdeame for farmers.

» Powerful public policies must be re-establishedstimulate the activity of
professional agricultural organizations and theats sectdr

| propose to use the term “probusiness” for thems& public policies. As it comes to
agriculture, they are inspired by several prin@ple

« These policies are “probusineSdiecause they try to encourage economic
activity and, as Professor Dani Rodrik says, “fooansraising the profitability

" Here we should clarify the definition of agricutili organizations. One narrow definition restriittso the
farmers’ unions. This is generally the meaning i phrase in France. A broader definition, curianthe
development world, includes all the entities, imthg those with economic activities and in partécuthe
agricultural cooperatives. Accepting this meaninakes it diffcult to use the term “agricultural busss”, too
similar to agribusiness. | use the expression ‘gssibnal organizations” or “agricultural organieas” in its
wider sense, including cooperatives and companiasved in the business of agriculture.

8 The expression “probusiness” is an expressionntdkem Dani Rodrik, professor of international pictl
economy at Harvard University, and from Arvind Sarbanian, a member of the IMF Research Departmeat. |
paper entitled “From “Hindu Growth” to ProductiviBurge: the Mystery of the Indian Growth Transiti@ivIF
Staff Papers, Vol. 52, Number 2, 2005), the authgpothesise that the economic growth of India tkiggered
by a change of attitude by the government towardsfe enterprise in the early 1980s. The authoasvda
distinction between promarket and probusiness i(@wepterprise) orientation. “The former focuses@moving
impediments to markets and aims to achieve thisuthit economic liberalization. It favors new entsaahd
consumers. A probusiness orientation, in contfastises on raising the profitability of the estabéid industrial
and commercial establishments. It tends to favaunmbents and producers.” It should be noted that th
translator of Dani Rodrik into French used the egpion probusiness, rather than pro-enterprise.héve
adopted the same term, which we feel reflects aatetyuour approach.
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of the established industrial and commercial eshivlents”. | would add:
“...and the profitability of farms and agriculturalganizations, whether or not
they have a mutualist status”.

These policies are devised in the context of magkenomy. They are “post-
liberalization” policies in the sense that theyrdi resort again to government
controls or to the setting, for example, of guagadtprices.

These policies are distinguished from “promarketligges because they can
(and should) use measures to protect sensitivel I@eaduction by
implementing, for example, the special safeguarédsuees allowed by the
World Trade Organization. These protective measdoesot aim to guarantee
incomes, but to consolidate the competitivenedeaal businesses.

These policies attract large public budgets, wipicbritize food production.

These policies are mainly translated as publicgbevpartnerships. This
expression may sound like a cliché but it expretisesombination of public
legislation and financing on one hand, and privatestment and management
on the other.

These approaches can be illustrated by a few fyriareas. Three subjects are worth
paying fresh attention to, in addition to the remskEment of public infrastructures
which are known to be indispensable.

Access to agricultural credit. A global policy afidncial provision should take
account of the different categories of farms andcafjural organizations
which contribute to the economy, whether coopeeativ private. That is
because, at the moment, only commercial, expoetted agriculture attracts
conventional loans. Even microfinance is ill-addpte cereal crops with a
cycle of 6 to 9 months. For their part, professiofwa-profit groups and
mediumsized farms are still too under-capitalisedptovide the collateral
demanded by banks. The banking products availablaytdo not respond to
the specific needs of emerging agricultural coojpera. So we need to devise
a complete financing system, including preferent@dns, the creation of
guarantee funds using public money and the manageaidoans by local
merchant banks. This is an excellent subject fdolipyrivate partnership
dealing with law, regulations, finance and consatet us campaign for a G20
programme “access to agricultural credit for all”.

Agricultural insurance. Food crops and the peasavti®e grow them in

developing countries are among the activities tlostrexposed to climatic and
economic risk. In the absence of a safety net, gdasrminimize their risk, limit

their investment and so do not intensify their syst of production. This is
one cause of the low yields of food agriculturgp@or countries. This situation
is well-known and various pilot projects are catrieut, often financed by
foundations. These offers of insurance presentrabwslvantages such as
individual responsibility, learning the rules of nagement, the possibility of
linking insurance to innovation, investments orngaBut in all cases, these
schemes require subsidies. They cannot be econlyrsedf-supporting. The

pilot projects remain very limited in size and ongach a very small number
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of beneficiaries. So small that it cannot serva asotive power for developing
agricultural businesses. It serves as a referemcéhbse who have launched
businesses. The change of scale requires a lapge @f public funds. This
would be the aim of a G20 programme “insuranceregaisk in agriculture”.

 The strengthening of agricultural organizations tthere economically
successful. Developing countries cannot set upipuidtruments to guarantee
prices. The best way to help the agricultural amadfindustry to resist price
fluctuations consists of increasing the capital edvby the economic players —
cooperative or private — which make up this indusit the present time, the
vast majority of these organizations do not haeentiimimum of equity capital
to enable them to trigger this growth. Also, thegpogprevents them, and will
continue to prevent them, from benefiting from istveent funds like those
which the African Development Bank, the French Depment Agency and
the Bill & Melinda Gates Foundation have recenttgated. The process of
supporting agricultural organizations should ineolwational legislation,
public subsidies, joint-trade associations, suppmirivate management, and
marketing systems. A G20 programme “successfutaljural organizations”
would pump-prime this movement.

At this stage, the question arises of financial Im@&tsms to stabilize prices. A fund to
smooth cotton prices has been set up in Burkina kdth the support of the French
Development Agency and the participation of the kha Faso joint-trade cotton
association. This smoothing fund has benefited feopublic subsidy. From then on it
must be self-financing. Could the cotton smoothungd inspire similar schemes for
food producers?

This idea is one of the avenues that should beoeagb but | think it is premature to
see it as a credible solution to cushion the impéatolatility for farmers. Such an
innovation only has a chance of succeeding if ifased on agricultural structures that
already have sufficient economic capacity. Thiwlg the strengthening of successful
agricultural organisations seems to me a prerdquisi

So the G20 could state that the design of new altpi@l policies is necessary to meet
the challenges of food security and agricultureesehagricultural policies should be
aimed at economic development. The policies mustigerew public instruments to
support professional players, public or private.e Tinternational community
undertakes to contribute to these public instrusiémt supporting public-private
action programmes in three priority areas: accessagdricultural credit for all,
assurance against risk in agriculture, and suagkeagficultural organizations.

Conclusion

Being on the G20 agenda could be a boon to agueyltwhich could thus gain or
regain a pride of place for policy makers. Theadtrction of agriculture through the
fight against the excessive volatility of commodfyices may be an opportunity,
given the historic centres of interest of the GR@ the situation of the markets. But
this line of attack is too narrow to deal with foselcurity and the future of agriculture
in the world. Not only do prices fluctuate, butyh@move upwards. This is due to the
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tension between evergrowing demand, and supplyhikiéevelling out. This loss of
steam in the increase of production is due to kifiathe financing of agriculture,
whether in developing countries’ national budgetsiro international public aid.
Furthermore, production is badly distributed andyenseriously, access to finance is
also badly distributed. Farmers in poor countrigbjch are mostly rural and very
dependent on food imports, are deprived of finarideey too have to face erratic
markets, but the causes of the fluctuations onetmarkets are endogenous and not
closely linked to the factors causing instabilitythe international markets.

The G20 can act by dealing with agriculture as alevtand by ensuring that the
interest for agriculture is long-term. It can imnadly recommend a relaunch of
investment in agriculture and the formulation ofwnéprobusiness” agricultural
policies, favourable to the economic developmerdagsfculture. It can also make sure
that Member states meet their commitments. In amdithe G20 can ask international
organizations to redirect their strategy to suppmtional and regional agricultural
policies that move in this direction.

The last chapter indicates three measures thatrglie¢ the possibilities of partnership
between the public sector, agricultural organizegi@nd the private sector. These
three measures could lead to three global prograammamed “access to agricultural
credit for all”, “insurance against risks in agticwe” and “successful agricultural

organizations”.

But the most-pressing issue is to re-establishidente. Confidence in agriculture
and in farmers, confidence between them and theofesociety. The G20, which
accounts for 85% of the world economy but represemtly 65% of the world

population, has the responsibility of giving theagants of the world confidence in
their own future.
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Foundation for Agriculture and Rurality in the Worl d

FARM is a non-profit-making foundation, recognized officially as an organization of common public
interest, created in 2006 by five French companies: Crédit Agricole SA, GDF SUEZ, the Casino group,
Limagrain Vilmorin and Air France, with the support from the French Development Agency (AFD) and
the French Government.

The mission of FARM is to promote worldwide agricultures and agri-food industries that are efficient
and respectful to producers. FARM promotes an economic approach to agricultural businesses and
the diffusion of entrepreneurial spirit. FARM acts through research, projects, conferences, the
development of pilot projects and the training of agricultural leaders.

The foundation’s resources come from the founder members, business sponsorship, individuals and
public bodies.
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France has made the fight against the volatility of agricultural commodity prices a priority for the G20,
which it chairs in 2011. Is it an opportunity for agriculture or a wrong target? Above all, the challenge
for the world is improving food security and, in the same time, the income of farmers in poor countries.
The insuficiency in food production comes firstly from a lack of financing of agriculture. Can the
G20 relaunch investment and propose a fair and equitable regulation of commodity markets?

How can “probusiness” agricultural policies be promoted that are favourable to the economic
development of food agriculture?

Bernard Bachelier has been the director of FARM (the Foundation for Agriculture and Rurality
in the World) since it was created in 2006. An agronomist, he has devoted his career to
agriculture in developing countries. He was director general of the Centre for International
Cooperation in Agronomic Research for Development (CIRAD) from 1996 to 2002.

FARM Foundation

FA

Postal address Location

R M c/o Crédit Agricole S.A. 59 - 61 rue Pernety
91 - 93 boulevard Pasteur 75014 Paris

Foundatien for World 75710 PaI’IS CedeX 15 Fl’ance

Agriculture and Rurality

Visit our website
http://www.fondation-farm.org
E-mail : contact@fondation-farm.org

Cover photograph © FARM : UGCPA, Dédougou, Burkina Faso, November 2009
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